
ECONOMIC SECURITY ACT

HEARINGS
BEFORE

THE COMMII'EE ON FINANCE
UNITED STATES SENATE
SEVENTY-FOURTH CONGRESS

FIRST SESSION

ON

S. 1130
A BILL TO ALLEVIATE THE HAZARDS OF OLD AGE,

UNEMPLOYMENT, ILLNESS, AND DEPENDENCY,
TO ESTABLISH A SOCIAL INSURANCE BOARD

IN THE DEPARTMENT OF LABOR, TO

RAISE REVENUE, AND FOR

OTHER PURPOSES

JANUARY 22 TO FEBRUARY 20,1935

REVISED

Pcintod for the use of the Committee on Finance

UNITED STATES
GOVERNMENT PRINTING OFFICE

1I&W7 WASHINOTON: 1933



COMMITTEE ON FINANCE

PAT HARRISON, MLssssppI, C0sirm"

WILL1IAM H. KING, Utah JAMES COUZENS, Mkhlgan
WALTER F. GEOROF, G eori HENRY W. KEYES,Nw Hmpsbiro
DAVID I. WALSH, Massachusetts ROBERT M. LA FOLLETTE, In., WLscoasln
ALBEN W. BARKLEY, Kesitacky JESSE H. METCALF, Rhode Igalms
TOM CONNALLY, Texas DANIEL 0. HASTINGS, Delaware
THOMAS P. GORE, Oklahoma ARTHUR CAPPER, Kansas
EDWARD P. COSTIGAN, Colorao
JOSIAH W. BAILEY, North Carolina
BENNETT CHAMP CLARK, Missour
HARRY FLOOD BYRD, Virrnia
AUGUSTINE LONEROAN, CoosseUcut
HUGO L. BLACK, Alabama
PkvTER 0. GERRY, Rhode Isand
JOSEPH F. GUFFEY, Pensylvanla

FILTO2I M. Jonxssose, ~Crk



CONTENTS

Statement of- Page
Abbott, Miss Grace, Chicago, Ill., editor Social Service Review and

professor of public welfare, University of Chicago -------------- 1080
Amter, I, New York City, representing the National Unemployment

Council --------------------------------------------------- 122?
Anderson, H. B., New York, N. Y., representing the Citizens Medical

Reference Bureau, Inc -------------------------------------- 540
Andrews, Elmer F., New York City, State industrial commissioner_ 71a
Andrews, Rcv. George Reid, New Haven, Conn., American Eugenics

Society --------------------------------------------------- 1003
Andrews, John B., New York, N. Y., representing the American

Association for Labor Legislation ---------------------------- 439
Baldwin, Mrs. Harris T., Washington, D. C., National League of

Women Voters --------------------------------------------- 698
Bannerman, Mrs. Mary T., Washington, D. C., committee on legsla-

tion, Congress of Parents and Teachers ---------------------- 721
Benjamin, Herbert, New York City, representing the National Joint

Action Committee for Genuine Social Insurance --------------- 1145
Broader Earl, New York City, representing the Communist Party-- 1217
Brown, J. Douglas, professor of economics and director, industrial

relations section, Princeton University ------------------------ 281
Burch, Guy Irving, New York City Population Reference Bureau.. 1004
Carris, Lewis H., National Society for the Prevention of Blindness-. 730
Chandler, George B., representing the Ohio Chamber of Commerce-- 1102
Clements, R. E., representing Old-Age Revolving Pensions, Ltd --- 1051
Cronheim, Nathan, Philadelphia, Pa., representing the Local Action

Committee and the Phiadelphia Chapter of the Interprofesslonal
Association ------------------------------------------------ 1235

Cumming, Hugh S. Surgeon General Public Health Service -------- 408
CMerwonky, Hugo A Washington, D. C ------------------------ 680
Davis, Ms Susan Lawrence, Washington, D. C., representing the

Townsend-Davis Ciystertory Health Treatments, Athens, Ala.; also.
representing Mrs. Emma H. Townsend, Corsicana, Tex ---------- 549

Doane, Robert R., New York City, representing Old-Age Revolving
Penaions, Ltd ---------------------------------------------- 1243

Elbert, Robert 0., Airy Hall Plantation, Green Pond, S. C --------- 825
Emery, James A., Washington, D. C., representing the National As-

sociation of Manufacturers ---------------------------------- 921
Epstein, Abraham New York, N. Y., representing the American

Association for Social Security ----------------------- 458, 491, 511
Falk, Dr. 1. S., New Canaan, Conn., of the staff of the Committee on

Economic Security ----------------------------------------- 419
Filene, Lincoln, Boston, Mass., William Filene's Sons Co-----------820
Folsom, Marion B., Rocbester, N. Y., as.Astant treasurer Eastman

Kodak Co, and member of advisory council to the Committee on
Economic Security ---------------------------------------- 553

Forster, H. Walter, Philadelphia, Pa., Towers, Perrin, Forster &
Crosby, Inc ----------------------------------------------- 659

Gall, John C., Washington, D. C., representing the National Associa-
tion of Manufacturers -------------------------------------- 931

Graham, Frank P., president University of North Carolina, and
chairman advisory council to the Committee on Economic Security. 291

Green, William, president American Federation of Labor ---------- 141
Gordon David, New York City, representing the Committee for

Unemployment Insurance ----------------------------------- 1192
Grulee, Dr. Clifford G., Evanston, Ill., professor of pediatrics, Rush

Medical College, Chicago, ll -------------------------------- 691

Ii



IV CONTENTS

Statement of-Continued. Page
Hall, Miss Helen, New York City, National Federation of Settlements,

and Henry Street Settlement; member, advisory council to the
Committee on Economic Security ---------------------------- 767

Hansen, Alvin If., Washington, D. C., Chief Economic Analyst,
Department of State --------------------------------------- 447

Harriman, Henry I., Washington, D. C., United States Chamber of
Commerce ------------------------------------------------ 913

Harrington, John, representing the Illinois Manufacturing Association- 685
Haynes, George E., New York, N. Y. representing the department of

race relations, Federal Council of Churches ------------------- 479
Hooker, Elon Hl., New York City, representing the Manufacturing

Chemists Association --------------------------------------- 876
Houston, Charles H., Washington, D. C., representing the National

Association for the Advancement of Colored People ------------- 640
Huggins, George A., Philadelphia, Pa., representing the Church

Pensions Conference ---------------------------------------- 428
Hlutzler, Albert D., Baltimore, Md., National Retail Dry Goods

Association ------------------------------------------------ 711
Ickler, Philip, Portland, Oreg ------------------------------- 1235
Irwin, Robert B., New York City, The American Foundation for the

Blind ----------------------------------------------------- 726
Jackson, Henry E., New York City, president, Social Engineering

Institute -------------------------------------------- 1109
Jolly, Robert representing the American Hospital Association, etc_. 255
Kahn, Miss borothy, Philadelphia, Pa., representing the American

Association of Social Workers -------------------------------- 647
Kellogg, Paul H., New York City, editor, The Survey and Survey

Graphic and vice chairman, advisory council to the Committee on
Economic Security ----------------------------------------- 900

Kolb, J. F., Chicago, Il., representing the National Metal Trades
Association ------------------------------------------- 862

Kulp, Clarence A., University of Pennsylvania, Philadelphia, Pa ---- 907
Lamb, Mrs. Beatrice Pitney, New York, N. Y., representing the

National League of Women Voters ---------------------------- 442
Latimer, IH. R., Pennsylvania Association for the Blind ------------ 780
Latimer Murray, chairman Railroad Retirement Board, Washing.

ton, B. C ------------------------------------------------- 744
Latshaw, Stanley, New York City, representing the National Pub-

lishers sociaton ---------------------------------------- 872
Leiserson, William N chairman National Mediation Board -------- 259
Lenroot, Katharine P., Chief, Children's Bureau, Department of

Labor ---------------------------------------------------- 337
Lyon, Dr. Geore M., Huntington, W. Va ---------------------- 693
Marsh, Benjamin C., Washington, D. C., representing the People's
Lobby ---------------------------------------------------- 961

Marvin, Dr. Cloyd If., Washington, D. C., representing the American
Council on Education -------------------------------------- 1071

McCormack, Dr. A. T., Louisville, Ky., commissioner, State board of
health ---------------------------------------------------- 689

'McCulloch, Frank W., representing Chicago Workers Unemployment
Committee ------------------------------------------------ 775

Morrow, L. C., New York City, representing the NationalPublishers
Association ------------------------------------------- 787

Ogburn, Charlton, Washington, D. C., and New York City, counsel
to the American Federation of Labor ------------------------- 771

Parker, L. H., chief of staff, Joint Committee on Internal Revenue
Taxation -------------------------------------------------- 1247.

Peck, Lloyd A., Joliet, Ill., representing the Laundryowners' National
Association ----------------------------------------------- 98

Peckham, Frank L., Washington, D. C., representing the Sentinels of
the Republic ---------------------------------------------- 6"7

Pence Owen E., New York, N. Y., representing the National Council,
Y. AlC. A ----------------------------------------------- 434

Perkins, lion. Frances, Secretary of Labor -------------------- 99, 111
Potter, Dr. Ellen, Trenton, N. J., representing the National Com-

mittee on Care of Transient and Homeless -------------------- 522



CONTENTS V

Statement of-Continued. rate
Reeder, Sherwood, Washington, D. C., representing the United States

Conference of Mayors and the American Municipal Association_ -. 658
Reiss, Dr. Oscar, Los Angeles, Calif ---------------------------- 697
Reyburn, Samuel W., New York City, National Retail Dry Goods

Association ------------------------------------------------ 702
Reymond, M. H., Binghamton, N. Y --------------------------- 669
Roche, Miss Josephine, Assistant Secretary of the Treasury -------- 374
Sargent, Noel, New York City, representing the National Association

of Manufacturers ------------------------------------------ 940
Shelton, Mrs. Frederick, representing the National Board of Young

Women's Christian Associations ------------------------------ 444
Sinclair, S. Merwin, executives of State commissions and State

agencies for the blind, and Pennsylvania Council for the Blind. --- 778
Snow, W. A., Washington, D. C., representing the Associated General

Contractors of America ------------------------------------- 861
Story, Harold W., Milwaukee, Wis., vice president and general

counsel, Allis-Chalmers Manufacturing Co ------------------- 516
Studebaker, Dr. John W., Washington, D. C., Commissioner of

Education, Department of the Interior ----------------------- 731
Taylor, Miss Lea D., Chicago, Ill., representing the Illinois Committee

on Social Security ----------------------------------------- 974
Townsend, Dr. F. E., representing Old Age Revolving Pensions, Ltd._ 1015
Tyson, Francis D., professor of economics, University of Pittsburgh,

Pittsburgh Pa- -------------------------------------- 737
Underwood, Dr. F. J., Jackson, Miss., State health officer- -------- 411
Wagner, Robert F., United States Senator from New York --------- 1
Walter, M. M., Harrisburg, Pa., representing the National Rehabili-

tation Association ------------------------------------------ 424
Watts, L. L., Richmond, Va., Virginia Commission for the Blind, and

the American Association of Workers for the Blind -------------- 778
Webster, William R., Bridgeport, Conn., representing the Connecticut

Manufacturers Association ---------------------------------- 897
Weir, Joseph P. B., Washington, D. C -------------------------- 98
Williams Ernest Wells, Washingto, D. C ---------- 976
Witte, Edwin E., executive director Committee on Economic

Security ------------------------------------------ 31, 81, 187, 211
Wolfe, Mrs. James H., Washington, D. C., women's division, Demo-

cratic Committee ------------------------------------------ 698
Yarros, Dr. Rachelle, Hull Houe, Chicago, Ill ------------------ 816

Briefs, letters, statements, etc., submitted by-
Adams, Benjamin F., and Henrietta M., Silver Springs, Md -------- 1265
American Association for Social Security, Washington branch ------- 1138
American Bar Association, report of special committee opposing the

ratification of the proposed child-labor amendment to the Consti-
tution of the United States ---------------------------------- 1276

American Association of University Women, Washington, D. C - 700
American Federation of Actors, New York City, letter addressed to

Senator Robert F. Wagner ------------------------------- 1140
American Home Economics Association, Washington, D. C., letter

from ------------------------------------------------------ 1248
American Nurses Association ---------------------------------- 701
Areson, C. W., New York City, Child Welfare L.eague of America, Inc. 782
Associated Women of the American Farm Bureau Federation, brief

submitted by Mrs. Chas. W. Sewell administrative director ------ 373
Burke, John J., Washington, D. d., National Catholic Welfare

Conference ------------------------------------------------ 370
Burns, Dr. Eveline M., Columbia University, New York City- - ---- 1006
Christman, Miss Elizabeth, Washington, D. C., on behalf of the

National Women's Trade Union League of America ------------- 445
Crumbine, Dr. S. T., New York, N. Y., American Child Health

Association ------------------------------------------------- 370
Douglas, Prof. Paul t., University of Chicago, Chicago, Ill --------- 892
Draper, Ernest G., New York City, The Hills Bros. Co --------- 781
Gourley, Lawrence L., Washington, D. C., representing the American

Osteopathic Association-- ------------------------------- 1269
Guthric, William D., chairman special committee of the American

Bar AA.sociation -------------------------------------------- 1289



VI CONTENTS

Briefs letters, statements, etc., subnjitted by-Continued. Pare
Hall, Percival, Washington, D. C., chairman executive committee,

Conference of Executives of American Schools for the Deaf ------- 1143
Hoar, Roger Sherman, North Milwaukee, Wis., letter and statement

addressed to Senator Thomas P. Gore ------------------ 1092, 1093
Hogue, Richard W., Washington, D. C., Independent Legislative

Bureau --------------------------------------------------- 1136
Howett, Harry If., Lansing, Mich., Michigan Crippled Children

Commission ----------------------------------------------- 371
Kennedy, Thomas, international secretary-treasurer, United Mine

Workers of America, lieutenant governor of Pennsylvania -------- 1268
Kittle, Mrs. William, Washington, D. C., on behalf of the National

Consumers' League and on behalf of the Women's lomeopathic
Medical Fraterntv ---------------------------------------- 445

Kletzer, Mrs. Virginia, Child Welfare Commission of Oregon_ ----- 785
TA Du, Mrs. Blanche, Minnesota State Board of Control ----------- 782
McCollum, Dr. E. V., the Johns Hopkins University, Baltimore, Md. 371
Mcord, Dr. James R., Emory University, Atlanta, Ga. ----------- 373
Message of President Roosevelt submitting report recommending

legislation on economic security --------------------------- 1303
Miller, Dr. James Raglan, Hartford, Conn --------------------- 371
National Conference of Catholic Charities, Washington, D. C ------- 457
National Council of Jewish Women, Inc., New York City ---------- 701
Robb, Miss Marquis, Newtonville, Mass ---------------------- 1251
Sanger, Mrs. Margaret, president, National Committee on Federal

Legislation for Birth Cutrol ------------------------------- 1266
Shibley, George, Washington, D. C., director, The Research Institute- 1255
United States Engineers, Inc., New York City ------------------ 1257
Witte, Edwin E.:"

Estimated costs of old-age pensions to the States ------------- 310
Model unemployment-insurance bills for States and suggestions

for State old-age assistance laws and accompanying explanatory
statements -------------------------------------------- 591

Principal studies and reports prepared for or presented to the
Committee on Economic Security ----------- 323

Statistics concerning extent and amount of insurance in certain
fields ------------------------------------------------- 725

Supplemental statements to the report of the Advisory Council
to the Committee on Economic Security -------------- 324

Women's Hlomeopathic Medical Fratcrnit ----------------------- 701
Young Womer.'s Christian Association, A ashington. D. C_ -.----. 700



ECONOMIC SECURITY ACT

TUESDAY, JANUARY 22, 1935

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

IVashington, D. 0.
The committee 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, Walsh, Barkley,
Connally, Gore, Costigan, Bailey, Clark, Byrd, Lonergan, Black
Gerry, Guffey, Couzens, Keyes, La Follette, Metcalf, Hastings, and
Capper.

The CHAIRMAN. The committee will come to order.
Senator Wagner, who introduced Senate bill 1130, is here this

morning, and we will ask Senator Wagner to make an explanation
of the bill.

STATEMENT OF SENATOR ROBERT F. WAONER, 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 committee, after which I shall be glad to answer
any questions that I am able to.

The CHAIRMAN. 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 you.

Senator WAGNER. I thought that might be the better way of
presenting the matter. However, I shall proceed as the committee
decides.

The CHAIRMAN. 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 imagination 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 the $45,000,000,000 decline in our annual income. And even if
some 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
panorama of a nation's woes.
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Happily, the forces making 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 destroyed 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 problem of those who live on a narrow margin of security.

Thirdly, and most important, what can human ingenuity do to
prevent economic disorder in its most widespread and virulent forms
from leading to national disaster? This may be called the prcblem
of industrialstabilization.

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 1,500,000, and the total rose to 4 000,000 in 1928. Unemploy-
ment is also the force that attacks and destroys 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 all 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
idle worker until he is destitute.

The chief merit of unemployment insurance, however, is that it will
exert a profound influence upon the stabilization of industry. Em-
ployers held to strict accountability for the costs of unemployment
will strive more diligently for its abolition. The searchlight of atten-
tion upon this problem will tend to prolong 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 wa y to measure the worth of unemployment in-
surance than by estimating what might have been its effects had this
bill been passed in 1922. The proposed 3-percent tax upon pay rolls,
even if we assume that the business decline would not have been
attenuated, would have provided $10 000,000,000 for unemployment
relief between 1922 and 1933. It would have created an accumulated
reserve fund of $2,000,000,000 in 1929. If, in addition, the several
States had imposed a 1-percent tax upon wages and contributed an
equal amount themselves, the total proceeds between 1922 and 1933
would have been $15,060,000'000, and there would have been an ac-
cumulated' reserve fund of $3,333,000,000 in 1929. Certainly the
aysterpatic dealing out of these huge sums to maintain consumer
demand would have had a most pronounced leveling effect upon the
business cycle.
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The argument has been advanced with frequency recently that
unemployment-insurance taxes would decrease active purchasing
power during times of prosperity, and thus hasten the advent of
depression. Those who holdthis view advocate instead that unem-
ployment relief be financed by public borrowing in time of stress.
Since the relative difficulty of financing in bard 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 general debility of purchasing
power but by an insufficient proportion of purchasing power in the
hands of wage earners and other people with low incomes. It is
difficult to see how a tax upon pay 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 erner, either
by wage reductions or by higher prices. This assumption seems far-
fetchea, in view of the innumerably more powerful 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 redistribute 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 needed.

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,
amongothers, that coly in this way can a 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
worked, and industries, that remain permanently within the bound-
aries of these two States, respectively and that are permanently sub-
iected to entirely different industrial conditions. European exper-
ience 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, expe-iment in 48 separatelaboratories.

On the other hand, so long as the Federal Government remains
completely dormant, there will be practically no unemployment
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 insurance 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 succeeding year, 98 percent of which is to be allotated 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
incentive, however, the bill imposes a 3-percent annual Federal Tax
upon the pay 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
unemplo. ment 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 1923-25 level, 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-
agement 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.

The bill is very careful, however, to guard against the possibility
that a State niht allow an employer such great reductions as to
obliterate the Federal tax and provide no unemployment reserves.
No employer will be allowed 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.
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Practically no restrictions are placed upon the types of laws that
the States may enact. They may 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 employers 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.

Widle great latitude is thus left to the States, the bill provides that
no State shall receive any subsidy, 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
safekeeping 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 self-
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.

'rhe narrow margin of security to which so many of our people
cling in their prime is inevitably the prelude to complete economic
disinheritance in their later life. No one can understand the tragedy
of old-age dependency without probing 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 year; that 16,000 000 families,
comprising 59 percent of our national total, averaged less than the
$2,000 per year which was the minimum necessary to supply the most
basic neels 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
rainy 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 $1,500 a year, could save only I percent ol
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their incomes; and 59 percent of our families, 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 percent 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 receiitly published. I think it is the most remarkable analysis
we have ever received on this question.

This maldistributioi of the capacity for self-protection is summed
up in aggregate by figures showing that in 1 year 80 percent of the
families in 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 05 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
productive energies, and then swept aside like deadwood by a heart-
less system which has not allowed them to help themselves. To help
them is also an urgent national necessity, because 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 cal-ulate 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 dependent old people need
assistance to the extent of $1,680,000,000 per year. And this need
will mount with alarming rapidity. 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 in 1870. In addition, the forces
of modern technology are driving those beyond middle age from the
protective shelter of employment into the no man's land of enforced
idleness. In a brief quarter of a century, 13,000,000 people will be
trapped in this desolate area; and, of thew.,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 I 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 WAGNER. It was arrived at after considerable considera-
tion.

Senator COUZENS. What consideration did you give to the other
figure?

Senator WAGNER. 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 conunittee to decide. It
is merely a proposal.

Senator COUZEN.,s. I am trying to get your advice as to how you
arrived at it.

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

Senator CONNALLY. You do not tax them above that?
Senator WAGNER. They are not in the system at all.
Senator CONNALLY. They are not in it? You do not tax those

people?
Senator WAGNER. No.
Senator CONNALLY. Why should you not tax them? They are part

of the industrial system.
Senator WAGNER. 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,
beginning in 1042, to all employees over 65 years of ago in whose
behalf taxes have been paid for at least 200 weeks. Of course such
insurance will be scaled on the basis of years of participation in the
system 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 behalf, 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 guarantee security for those too old to build up adequate reserves
on a basis of participation. 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 already.

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 the 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 ave 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 annual income of the fund will be
$3 600 000,000.

While 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 age in 1937. To meet these needs, the bill authorizes
grants to the States for old-age pensions, amounting to $50,000,000
for 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 permonth per person, there is no
reason to suppose that this will limit 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 COSTIGAN. 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 WAGNER. 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 $16 or more than $30,
he may refuse to make an Federal contribution unless the States raise
their contributions enough to insure a decent standard.

Senator CosTIoAN. The language of the draft impressed me as
somewhat ambiguous.

Senator WAGNER. 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?

Senator WAGNER. 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 WAGNER. 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.

Senator CouzENS. Let us assume for argument's sake that you
administer it. What kind of a definition would you use?

Senator WAGNER. May I suggest, Senator, that I be allowed to
finish this statement, and then I shall be very glad to enter into a
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eneral discussion and make whatever slight and humble contribution
can.
Senator CouzEws. Certainly.
Senator WAGNEn. The bill also provides that the Government may

borrow money to augment the old-age fund by selling annuity 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. ne-third as many are subject to
mother's pension laws in 45.States. But in most cases these laws are
so inadequate that the average relief afforded is only $20 per month
per family.

This neglect of our future citizens creates a 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.

The 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 upon the public
health. For the first time in several decades, the death rate in large
cities this year has been higher than that of the preceding year.
Innumerable social studies have traced the interaction between
poverty and disease. In 1933 it was proved that disabling sickness
was 50 percent higher among families greatly affected by 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 a
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 succeedingyear, to be allo-
cated among the States for maternal and child health.

Finally the bill appropriates $3,000,000 per year for the care of
rpled children, and $1,500,000 for aid to child-welfare services.

leit is provided generally that these suns 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 Federal appropriation under the economic 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-
age plan wil 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 chargeof 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 general activities of the Federal Government in connection
with unemployment insurance, old-age pensions, and the further
study of social security practices and la s, will be undertaken by a
social insurance board of three members with annual salaries of
$10 000 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 conmmittee 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 CouzE.Ns. I notice, Senator, that in one of these para-
graphs you refer to certain administration being under the Federal
Emergency Administration.

Senator WAGNER. Yes.
Senator CouzEs. Do I understand that that is a permanent

agency?
Senator WAGNER. No; 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 particular office terminates.

Senator CouzEms. 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
amount necessary.

Senator COUZENS. What does that include, may I ask?
Senator WAGNER. 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 a 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 WAGNER. Yes.
Senator C6NNALLY. Unless the wife had also been a worker, as you

term it, she would not get $40, would she?
Senator NVAONER. No; 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
both the husband and the wife need aid. That is discretionary with
the State.

Senator COUZENS. In that event, 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. Mhat 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
suppose they came nearer to subsistence than to any kind of luxurious
living.

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

Senator WAGNER. 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 CHAIRMAN. There are others who have studied this question
who will appear before the committee, I imagine.

Senator WAGNER. 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 aposition where it could not raise more than
$15 a month which is adntted would not apply to the requirements
here-

Senator WAGNER (interrupting). That is not admitted.
Senator HASTINGS. I got. the distinct impression that it took $40

a month to make a decent living within the definition of this bill.
Senator WAGNER. I think I said to Senator Coujzens 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 uniform 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
conditions like that, the Federal Government would not contribute
any thing?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 $15 to it. The person
would not be left absolutely abandoned.

1 18071-5----2



12 ECONOMIC SEOU=ITY AOT

Senator HASTINGS. But that depends entirely upon the judgment
of the administrator.

Senator WAGNER. How else can we work it? We have to put
large responsibility somewhere. We cannot sit here 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 participate in this fund that is
contributed. NN e 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 WAGNER. Well, of course, no administrator would take
such an arbitrary 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 taxin 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 you 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 WAGNER. 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 people who are dependent.
Senator HASTINGS. The committee reports it as 3,750,000, doesn't

it? Half of seven and a half million?
Senator WAGNER. I am 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 a publio 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
year. The committee can make its own estimate; and of course the
Federal money will not be expended unless the State matches it.

Senator HASTINGS. Lt me call your attention to the fact if you
have not-figured it yourself, that $15 a 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 3,750,000.

Senator WAONER. That is true. I should like to make the bill
more liberal. You and I shall not quarrel about that. You have a
great responsibility here in the Finance Committee to determine
how far the Federal Government can go in this matter consistently
with your other expendiutres.

Senator HASTINGS. I am not arguing it at all. I am not entering
into argument with you about it; I just want to call attention to this.

Senator WAGNER. 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



ECONOMIC SECURITY AOT 13

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 3,760,000
people of $15 a month. The general impression is that b. 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 as a
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 CHAIRMAN. Did you take into consideration, Senator Wagner
that perhaps some of the States have not passed the pension laws and
perhaps would not get the machinery set up and have this available
for the first year?

Senator WAGNER. 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 thin, that the Senator says, and it is no use fooling thepeople that this is going to take place if you are only going to provide
$125,000,000. Let us put the full amount in and tell the truth.

Senator WAGNER. 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
whether to authorize a larger appropriation. If you do I shall not
quarrel with you, because I nk 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 WAGNER. I understand that.
Senator Couzz.Ns. 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
public contemplates it will do.

Senator WAGNER. It is much more than is now being paid by the
States.

Senator COUZENS. Oh, yes; I am not talking about that.
Senator WJGNER. The States are spending about $40,000,000 per

year now, and we are trying to raise this sum so that the States may
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pay at least $125,000,000 per year until we get our contributory
system going. Then I think the contributory system will take care
of these people and we shall wipe out this destitute class.

Senator IIASTINGS. 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 those 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 expecting 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 WAGNER. I think Delaware can afford it, can it not?
Senator HASTINGS. That is what I supposed.
Senator WAGNER. 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 don not

have many people who need it.
Senator COUZENS. I was going to make a suggestion. I think it is

a 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 WAGNER. 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 go 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 time find fault 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 a much larger sum if we can provide the funds.

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

Senator 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 WAGNER. 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 HASTINGS. 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 $15 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 WAGNER. 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 WAGNER. Well, it is a tremendous task 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, 1930?
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. We 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 HASTINIS. That is correct?
Senator WAGNER. Yes. All these matters are bound to incon-

venience some, 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 WAGNER. Oh, no.
Senator HASTINGS. You say it would not be that many?
Senator WAGNER. I do not think so.
Senator HASTINGS. There would be some 45,000,000 gainfully

en1ployed?
Senator WAGNER. A great many of them would receive more than

$250 per month.
Senator HASTINGS. Not a great lot of them, not many more than

that.
Senator WAGNER. 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 WAGNER. I do not 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 WAGNER. Yes.
Senator HASTINGS. Can you explain why one begins in 1936 and

one in 1937?
Senator WAGNER. 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 inaugurate 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.

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

Senator WAGNER. 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 WAGNER. I think it will be properly administered.
Senator HASTINGS. Do you happen to know that the Government

is already short $100,000,000 in the amount that the Federal employ-
ees have paid into that fund, to say nothing about their own contri-
bution?

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

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 WAGNER. 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 system.

Senator HASTINGS. Except to this extent, that if the Federal
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?

Senator WAGNER. There may be 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 these taxes from every housewife and every farmer, and every
citizen everywhere, plus the keeping of the records, and as I under-
stand the bill, it wold 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 country. I
do not intend to criticize. I am tremendously interested in the thing.

Senator WAGNER. You are showing the stupendousness of the task.
Therefore, it might require some little time to prepare for it.

Senator HASTINGS. Yes.
Senator WAGNER. 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 WAGNER. I am not afraid of that task, Senator.
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Senator HASTINGS. Have you got any figures as to the number of
people?

Senator WAGNER. I haven't, but undoubtedly they will be supplied
to the committee. The same sort of administrative difficulty ar u-
ment was used in New York State when I had the honor of proposing
the workmen's compensation law, which has become a model for otber
States. But within a year the argument vanished, and everybody
recognized the law as a great boon and blessing to industry as well as
labor.

Senator HASTINGS. Have you undertaken in any way to protect
the funds that will be accumulated for old-age pensions by various
industries of the country?

Senator WAGNER. 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 WAGNER. 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; I do not have that in mind.
Senator WAGNER. I do not think it would be very desirable to

continue with that type of system, because that iterferes with
freedom of action.

Senator HASTINGS. 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, gentlemen, of
Senator Wagner?

Senator KING. 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 savings banks 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 earners.
I was wondering if you had some data on that.

Senator WAGNER. That may be so, but there is a large proportion
of our population that never has an opportunity to save anything.

Senator CouzENs. Will the Senator indicate where the reference is
that the savers have $50,000,00,000 in the banks?

Senator KING. I saw it in some newspaper recently.
Senator WAGNER. I do not think anybody denies that there is an

uifair distribution of income.
Senator COuzIENS. I think that is ture, but I doubt whether the

workers have $50,000,000,000 in the savings banks.
Senator Knro. 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 $500?
Senator KING. Yes; and the average was $500.
Senator COUZENS. 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 W AONER. 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 WAGNER. 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 WAGNER. 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 COUZENS. 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 WAGNER. Well, it is what is needed by a person of that age.
Senator CouzENs. Yes.
Senator WAGNER. Enough to care for him decently.
Senator COUZENS. 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 WAGNER. 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 WAGNER. Well, judging from what the States have done
heretofore, they haven't nearly met their obligations to take care of
the needy.

Senator COUZENS. That might be true, I admit that.
Senator WAGNER. Some of them have filed reports.
Senator COUZENS. What I am trying to get at is what in your

opinion would be a need. Would it be a case where the children
had adequate means to take care of the parents and the parents them-
selves did not have any at all? Just how would you arrive at that
need?

Senator WAGNER. I take it there would be some inquiry made to
ascertain whether a person is so destitute as to need the aid of the
State.

Senator CouzENs. I know cases where children of wealthy parents
who themselves did not have much, have applied for Home Owners'



ECONOMIC SECURITY ACT 19

Loan Corporation loans and the corporation denied the loan because
the condition of the families as a whole made it such that the appli-
cant was not in immediate need for relief. Now, would that be one
of your 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
is more than sufficient to care for the parents, we compel the children
to contribute toward the support of the parents.

Senator COUZENS. Then you do not make any contribution in that
case at all?

Senator WAGNER. We do not, but we see that they are provided
for.

Senator COUZENS. Yes.
Senator WAGNER. Where 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 COUZENS. That is 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 CouzEs. Yes, I understand that. I am trying to get the
extent of the Senator's study. I know his sympathies in the situation.

Senator WAGNER. I have tried to exercise business common sense,
Senator. I do not allow my emotions to carry me away.

Senator COUZENS. We never think that we may be in error ourselves.
Senator WAGNER. 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 going
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 by going and applying for an old-age
pension", would they be eligible or 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 do s6.

Senator CouzENs. And there would be fio Federal contribution?
Senator WAGNER. There would be none 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 WAGNER. 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 merely 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 HASTINGS. 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 no income,
you are not going to leave hini lying in that particular lot.

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

Senator WAGNER. That is in the report, not in the bill.
Senator HASTINGS. It is in the report, not in the bill itself?
Senator WAGNER. Not in the bill, because I do not think it is a

fair test.
Senator CouzENs. I quite agree that a man might have a home and

not have a nickel to buy food with.
Senator WAGNER. That is it exactly.
Senator KING. Senator, the purpose is not to have the Federal

Government supervise the action of the State, or to deny the State
the power which it now exercises in dealing with its own residents.

Senator WAGNER. Not at all.
Senator KING. It is really to supplement?
Senator WAGNER. To supplement their effort in that direction.
Senator KING. 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 WAGNER. Exactly.
Senator KiNo. And the administration, so far as it is possible, is

to be left to the States?
Senator WAGNER. Yes. I 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 sve are required to care for them now.

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 conditions of unemployment, to per-
mit them to draw on that accumulated fund as 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 have unemployment insurance to take
care of the unemployed, for a period of timne at least.

Senator HASTINGS. That is only a period of 15 weeks.
Senator WAGNER. No, sir. It depends on the liberality of the

State. In all, 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 a 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
a public-works 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 barometer goes up again, which
means that private industry is beginning to pick up, we retard 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 step in bringing
about economic stabilization and regularization of employment and
security in old age.

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

Senator WAoNER. Senator, we are passing $4,000,000,000 in
appropriations, as I understand it, by a separate bill. But it must
all be coordinated by a sympathetic administration.

Senator COUZE. s. That is not what I was trying to get at, Senator.
I 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 table 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 suppose the advantage, from your point of view is to have them
vote for all of it or be charged with being against alf of it.

Senator WAGNER. 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, perhaps, is what I had in mind.

tSenator WAGNER. There is not anyone higher, so far as my actionsare concerned.
Senator HASTINGS. 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 unemployment insurance than is paid by the industries
and farmers and other people that have to pay this 3-percent tax?

Senator WAGNER. I am sorry. I do not grasp your question.
Senator HASTINGS. I got the impression that this bill undertakes

to force the States to enact unemployment insurance laws in order
that that State may get 90 percent of what is collected from that
State.
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Senator WAGNER. Of course you know the purpose of that. There
are many States, Senator who want to pass unemployment insurance
laws, since they know they 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 Wyere 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 WAGNER. 90 percent of it.
Senator HASTINGS. 00 percent of it?
Senator WAGNER. Yes.
Senator HASTINGS. That goes back to the State?
Senator WAGNER. Yes.
Senator HASTINGS. 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 WAGNER. That depends on for what period it is proposed
that the worker shall have unemployment benefits. That is a matter
for the fate to decide.

Senator HASTINGS. In other words, assuming that the 3-percent tax
would run to $5,000,000 for a State and you 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 WAGN ER. 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 may bring that
amount up to whatever the legislature cares to make it?

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

Senator GERRY. As I 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 WAGNER. 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.
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Senator GERRY. As I understand the Senator's theory, then, he is
goihg on the sound principle that the nearer you can get it to the
local community to administer the more efficient that administration
should be.

Senator WAGNER. Yes.
Senator HASTINos. Then I wanted to inquire why that same rule

does not apply to the old-age pension plan and the annuity system.
Senator WAGNER. That is an entirely different proposition, 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 the 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 every individual, is not that all the
more reason why that should not be left to the States also?
Senator WAGNER. No; it is not any reason at all. Are you in

sympathy with old-age pensions, or an old-age insurance system?
Senator HASTINGS. It would not make any difference in your

answers, would it, to me?
Senator WAONER. 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 me, if the objective
is a worthy one, and a necessary one.
The CHAIRMAN. Senator Wagner, I want to ask a question. There

has just been handed to me a copy of today's Washington Daily
News in which there is an article written by Mr. RobertHorton, in
which article, in large letters it says, "F. D. wants changes in social
security bill." It reads:

President Roosevelt himself demands several major changes In the economic
security bill, before Congress, it was reported today. Senate Republicans opened
fire on the measure.

It 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 WAGNER. I have not.
The CHAIRMAN. I might say that you have been very close, with

reference to the drafting of this legislation-
Senator WAGNER. Yes.
The CHAIRMAN. 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 BLACK. 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 abovtf the 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 raise this money by income taxes and inheri-
tance taxes, would be compelled to hive a tax raised in that State in
the method set out in this bill?

SenatorI WAONER. The Federal Government raises that tax.
Seniator BLACK. Yes; but the State has no way of relieving itself

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

Senator BLACK. 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
imse a 3-percent tax on the employer.

Senator WAoNER. Yes.
Senator BLACK. 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,
may contribute into the State fund.

Senator BLACK. Yes.
Senator WAGNER. Depending upon the decision of the State.
Senator BLACK. Yes.
Senator WA NER. The 3 percent may not be sufficient for an ade-

quate State fund.
Senator BLACK. Yes; I understand that. I want to be absolutely

clear. It is my understanding of the bill that there is no provision foz
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 by this 3 percent tax.

SenatorWAGNER. No; there isn't. You see, we keep 10 percent of
that, and 98 percent of that 10 percent we are giving back to the
States for the administration of their unemployment-insurance laws.

Senator BLACK. 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. Except for administration costs.
Senator BLACK. Yes. And that is limited to the 10 percent of the

fund raised by the 3 percent of the tax.
Senator WAGNER. That is right.
Senator BLAcK. So that insofar as the effect upon the maladjust-

ment of incomes is concerned, the unemployment insurance cannot be
said to touch it, can it?

Senator WAGNER. 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 BLACK. Yes; I understand.
Senator WAGNER. 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 money was
wholly raised, so far as the Federal Government is concern d, 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
kind of tax and a manufacturers' sales tax, as to who eventually pays
it?
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Senator WAGNER. Oh, yes; a very vast difference. X rP~ r[
Senator BLACK. Would not it necessarily enter into the price of the

article?
Senator WAGNER. It may, but some of it will have to be absorbed

by the employer. Besides, if workers are in a position to demand
their fair share of the profits of industry, they will adjust that figure.

Senator BLACK. 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
manufacturer.

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

Senator WALSH. Isn't the employer's tax simply a tax on his
pay roll?

Senator WAGNER. Yes.
Senator WALSH. While the sales tax is a tax upon the finished

product, includingthe cost of the raw material, the cost of production.
Senator BLACK. It has the ultimate effect of increasing the cost to

the ultimate consumer.
Senator WAGNER. 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 BLACK. 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 WAGNER. Yes.
Senator BLACK. Insofar as a direct Federal subsidy is concerned,

from the Federal Treasury.
Senator WAoNER. Yes.
Senator BLACK. 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 WAGNER. Ultimately, but probably until 1980, and begin.
nin9 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 BLACK. It is $125,090,000 the second year.
Senator WAGNER. No, no; we Pre talking about different things

now.
Senator BLACK. Old-age pensions we are talking about now.
Senator WAONIER. You are talking about the matching proposition.

I thought you were talking about the compulsory proposition.
Senator BLACK. Yes.
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Senator WAGNER. 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 $15. 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 1037 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 nothing, 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 age of 65. But the time will come when the Federal Govern-
ment will give very substantial sums, over a billion dollars for some
years.

Senator WALSI. Per year?
Senator WAGNER. Per year.
Senator WALSH. I heard it stated that the sum that will have to be

finally accumulated to pay the annuities in 1957 will amount to
$45,000,000 a year.

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

Senator WALSH. It is important for us to know what the investment
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.

Senator 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 WAGNER. We do not make any contributions until about
1965. This also is a 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 placed
on the list, matching the amount, it is your understanding that this
bill-

Senator WAGNER. 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 6.5. We are talking about no one else.

Senator BLACK. Yes.
Senator WAGNER. There is a surprisingly 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 BLACK. What I want to keow is, this $59,000,000 contri-
bution from the, Government, is it your idea that if this appropriation
which is made is not sufficientfor the Federal Government to match
it 50-50, that the appropriation shall be'made sufficient to match it
50-50?
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Senator WAGNER, Absolutely.
Senator BLACK. 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 today
they spend only $40,000,000 per year for that purpose. As I
pointed out, some of the States give only $9 per person, and somegive nothing. You know that there are only 28 States that have any

ind of pension laws, and they are inadequate.
Senator BLACK. 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 WAGNER. 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 BLACK. Now, on the second 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 pament or
that the Federal Government, through its tax-raising ability, shall
grant a subsidy to aid in it?

Senator WAGNER. That is 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.

Senator BLACK. And I think you said in 1980 it will reach $1,800,-
000,000.

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 WAGNER. 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 WAGNER. That is so, 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 a "surplus" income
more than enough to buy the consumable goods which are essential
for reasonably comfortable circumstances, that the only way to raise
that would be by some other method other than the 3 percent of the
employers, the contribution from the employers and employees, wouldit notT

Senator WAGNER. The 3 percent for unemployment insurance?
Senator BLACK. 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.

110807--5-.--3



8ECONOMIO SECURITY AOT

Senator WAGNER. Senator, may I say this: There is nothing to
prevent the States, in order to have more liberal periods of payment
for unemployment, to make a contribution itself?

Senator BLACK. That is true.
Senator WAGNER. 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 BLACK. So if we apply a uniform taxation system upon

the wealth that is produced, it is not possible 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 Atate that produces the most that has the mostability to pay.SenatorWAONER. Of course, I have a different method of securing

the distribution, a better distribution of wealth.
Senator BLACK. 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 WAGNER. I 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 BLACK. I agree with that.
Senator WALSH. 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 BLACK. Or some of it might come from Massachusetts.
Senator WAGNER. I am used to that sort of thing. We make our

contribution. Our 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 BLACK. 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 earner,
accumulated with interest maybe over years and before he reaches
65, if he dies shall be returned to his estate.

Senator WAGNEn. To his dependents.
Senator HASTINGS. It is not true, is it, that it depends upon whether

he has dependents? It goes to his estate.
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Senator WAGNER. It goes to whomever is entitled to it.
Senator HASTINGS. 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
employer 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.
Senator WAGNER. We have followed the usual provisions of pension

funds.
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. I know the ability of the members of this body,
and it is ultimately what the committee does that controls.

Senator HASTINGS. 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 percent, 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 WAGNER (interposing). Do you think the wage earner
wants to pay a higher tax?

Senator HASTINGS. No.
Senator WAGNER. 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 wha 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 WAGNER. He gets whatever is paid in in his behalf.
Senator HASTINGS. I do not think so.
Senator WAGNER. W at the employer pays, he pays on behalf of

the worker.
The CHAIRMAN. 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 day; therefore Mr. Reporter, please
get these transcripts out as quickly as possible and do not wait on
anyone to read them.

We will now adjourn until 10 o'clock in the morning.
Senator LONEROAN. Will Senator Wagner return tomorrow?
Senator WAGNER. If you want me to.
Senator LONEROAN. 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 you want from the very beginning 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 WAGNER. Under government supervision.
Senator LONERGAN. Contribution?
Senator WAGNER. What are you speaking of?
Senator LONEROAN. How is the fund maintained?
Senator WAGNER. Under government supervision.
Senator WALSH. How is it raised?
Senator LONEROAN. 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 LONEROAN. We will take each one.
Senator WAGNER. 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 extendeddepresion.The CHAIRMAN. I may say to you, Senator, that there will be some
other witnesses who wil go into detail in reference to that.

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

Senator WAGNER. Yes.
Senator WALSH. What is the age?
Senator WAGNER. In most of them the age is 70 and in some of

them, 65.
Senator WALSH. How many are under 70?
Senator WAGNER. Very few. I will put that into the record.
Senator WALSH. Your thought in making it 65 is to induce States

having 70 to make it 65?
Senator WAGNER. Yes. And we give them until 1940 to do that.
Senator WALSH. You will put into the record the various ages i

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 CHAIRMAN. 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, see pp. 1303-1354.)

(Whereupon, at 12:15 p. In., adjourned until 10 a. m. the following
day.)
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WEDNESDAY, JANUARY 23, 1935

UNITED STATES SENATE,
COMMITTEE ON FINANCE

Washington, 9. C.
The committee met pursuant to adjournment at 10 a. m., in the

Finance Committee iMoom u hiding, Senator Pat
Harrison, Chairman, p g.

Present: Senators rrison (chairman) King, e, Connally,
Gore, Costigan, rd Lonergan Blac, Gerry, ey, Keyes,
La Fole me , hastings, and r.

The CHAIR The co e bein er.
Mr. Witte, you p i your ame full so that t record

wills wit andal metig of ack ndsot tthe
committee l know

STATEMENT EfDWIN B. TTE

Mr. Wi z. I x u ii ommitte for
Economic curit y und s ri is thi ter comp t
college-I Im a no -tary to a Mem r of
Congress f 2 years he tp to0t t nadinist tion.
Then I w a special. ent fr Stat Commi n on
Industrial atlons in 914 an , 5; thecr p of th ndus-
trial Comnu n of 1 00 rO ars. o4922to I Iwas
chief of the ative Re ce State of conim.
I have been co ected also w t university of Wi nsin sine
1920.

Immediately bef coming down here I was tor under the
unemployment compen * n act of Wiscons' e first unemploy-
ment compensation action t-

I have been with the committee since its organization in the
summer and I am, as stated, its executive director.

The CHAIRMAN. And you were consulted in the drafting of this
legislation?Mr. WITTE. Certainly.

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

Mr. Wir'ra. Yes, sir.
The CHaIRMAN. I wish you would take the bill and in your own

way make an explanation of it Mr. Witte. I may say, for the benefit
of the committee, that Miss Perkins 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

81
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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. WITTE. This bill, as undoubtedly has been explained to you, is

the outgrowth of the President's message of Juno 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 com sensation, 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 supplemental
report at a later date. It is 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 against 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. Our 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. Our 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-age security. Old-age security is dealt with in title I,
also in title III, 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 5 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. Both sexes. There are slightly more women than men.
Senator GERRY. How many of those do you figure are unemployed?
Mr. WITTE. 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-
employed, and the proprietors.

ZenatorGERRY. Thatis,over60?
Mr. WITTE. Over 60. Over 65, 2,200,000 were still gainfully

occupied. Over 70, not quite 1,000,000.



ECONOMIC SECURITY AOT

Senator GERRY. Then you have not any figures as to how many
over 65 were unemployed?

Mr. WITTE. Unemployed?
Senator GERRY. Yes; unemployed or unable to earn a living or

receivingaid.
Mr. WI TE. Yes; I have that. I will come to that in a moment,

Senator, if I may.
Senator COSTIGAN. Are the figures you have used derived from the

census?
Mr. WITTE. Yes; that is, gainfully occupied. I thought that is

what the question related to.
The CHAIRMAN. What do you mean by "gainfully occupied"?
Mr. WITTE. 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 farmers, all the business men, the
professional people-everybody who works for a monetary considera-
tion. It does not include the housewives.

Senator CONNALLY. As of what date would that be?
Mr. WIrE. The census of 1930.
Senator CONNALLY. Are those figures reliable as of this date?
Mir. WITTE. 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-
fullv 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 they were employed or not-that sort of a picture
does not seem to be related to reality, does it?

Mr. WITTE. 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 CHAIRMAN. Have you other data there showing the unem-
ployed over the age of 65?

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

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

Mr. WIrE. Over 7,000,000.
The CHAIRMAN. And that in the census of 1930, which showed that

there were somewhat more than 4,000,000 who were gainfully occu-
pied?

Mr. WIrE. Yes.
The CHAIRMAN. That would show there were 3,000,000 that were

not gainfully occupied?
Mr. WInTE. Yes. At that age.
Senator GORE. I thought you said a little over 2,000,000 gainfully

occupied, over 65?
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Mr. WITE. 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. WITTE. At 65 there are over 7,000,000 people at the present

time, and according to the census of 1930 there were 2,200,000 who
were still "gainfully occupied."

Senator GuFFEY. How many over 65 are on the relief rolls?
Mr. WITTE. Approximately 700,000 at this stage.
Senator CONNALLY. Would that classification include people over

65 who are not occupied at all but who do have an income from
previous occupations?

Mr. WTTEr. 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. WIE. No, sir.
Senator COSTIGAN. Or of those who are employed part time?
Mr. WIrT. No, sir.
Senator COSTIGAN. The figures you have given are the nearest and

latest a approach to any information which we have on that subject?
Mr. WiTTE. On the subject of how many people were "gainfully

occupied", using that census term.
Senator BLACK. Is the committee making any recommendations

to attempt to obtain information which is authentic and reliable?
Mr. WITTE. Unemployment compensation will give statistics for

the first time on the extent of unemployment. We 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
LP.bor Statistics for many years has made estimates of the number
of people that were at work, but as to the reverse, the number of
people out of work, we have no national 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. WITTE. Not unemployed.
Senator GERRY. On relief?
Mr. WITrE. I want to go 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 committee 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 CHAIRMAN. 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 all of you,

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

Mr. WrrrE. No.
The CHAIRMAN. It is gotten out by some bureau?
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Mr. WIrrE. It is gotten out by us. It consists of statistical tables
that will give you the facts on the problems dealt with in this bill
including what laws are in operation elsewhere, and an analysis of
the laws.

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

Mr. WITTE. It is from the Committee 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
testimony?

Mr. WITTE. Certainly you may, Senator.
The CHAIMAN. You have other copies which will be available?
Mr. WITTE. Yes.
The CHAIRMAN. When will they be available?
Mr. WIrrE. They will be here, I think, in a very few minutes.

This is an advance copy which I have just received from the Printing
Office.

The CHAIRMAN. Very well.
(The document referred to is as follows:)





SUPPLEMENT TO

REPORT TO THE PRESIDENT

OF THE

COMMITTEE ON ECONOMIC SECURITY
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TABLES
iTable 1 prInted In Report propel

A. UNEMPLOYUEN RELIEF:
2. Families and persons receiving emergency relief, continental United

States.
3. Csses receiving emergency relief, direct work, special programs.
4. Obligations incurred for emergency relief from all public funds, by source

of funds, January 1933 through November 1934, by months and by
quarters.

B. UNEMPLOYMENT AND UNzuPLOYMNT COMPENSATION LAWS:
8. Estimate of unemployment in employments which could be coveTed by

unemployment-insurance plans.
6. States arrayed by average percentage of nonagricultural unemployment

April 1930; 1933 average; and 1930-33 average.
7. Countries in which compulsory unemployment Insurance 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 compulsory unemployment insurance laws.

10. General provisions of voluntary subsidized unemployment insurance
laws.

C. Aos DISTRIBUTION AND OLD-AOE PENSION LAws:
11. Number of older persons gainfully occupied by age and occupation for

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

1920 and 1930.
13. Actual and estimated number of persons aged 65 and over compared

to total population, 1860 to 2000.
14. Operation of old-age pension laws of the United States 1934.
15. Principal features of the old-ge pension laws of the United States.
16. Old-age Insurance and pension legislation in foreign countries through

1933.
17. Principal provisions of foreign noncontributory old-age pension laws

through 1933.
D. SECURITY YO1 CHILDREN:

18. Estimated number of families and children receiving mothers' aid and
estimated expenditures for this purpose.

19. Funds for State maternal and child health work.
E. MISCELLANEOVS:

20. General economic statistics.
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TABLE 2.-Families and persons receiving emergency relief, continental Unflei
States

Resident ftraie.s aud persons reedlvIng relief under the
general relief. and special programs Number

of tran-
Mooths I Total Percent stents

Families iFlnle families Total of total rceiving
enms rl ShIu71e persons popis. relief

persons tion I

Janoucy..................6&A 000w 9 ( 9 (
Feltrurry ....................... I4a 000 'M (9 4
Mfch ......... ........... 4,, 0 () (4) (4)
A 'I .. .......... 4,475 32 C (3) ?far........ .. ......'':::.. 4,2?52.M 4 ( )'1' (, (4)
Juny.- ................. 1, ., () (4) 1 )

....................... 3,451.87 045,000 3,9A874 115.282000 I (4)
Au n......................... . ,351.810 341?3,00 3.77.810 3,377,3000 1 4)
Aupir....*r ...................3. %5 975 18 403,00 3,38975 '113.07700 12
Oct,,br ........................ 3.00,515 3436.00) & 4 4. 16 313 61,o000 11
Novemtr ..................... 3&,114 451.315 &S2,42n 13,0o.M445 12
December .................. 2, 31,020 438,431 3,009,431 11.0, 4.K 1 0

Januoy ...................... 2, M,, 274 4.489 , 942,743 11.0K ' 9 (4)
Fetrry .......................2. ", 9 $ ,32,036 , 132,011 1127,415 9 128.873
Mitrch .......................... 3,070, . 363,138 3, W,.VU 133494,2 2 Ii 145,119
% .ril ........................ . F47, 235 50.007 4,437.242 18.840, 39s 14 144.244

Slay...................... 3, 81. N 17,733 4,43831 17,228,458 14 174.138
Jae 75.......................77,971 55.503 4,317,473 16.833 29 14 167,282
July........................ , F47.047 54Z 362 4,40M.409 17,301.74 14 19 1
Au us4 .......................... 4 , 2, CAS V9. 877 4,629.492 IS,187,303 16 20.173
SQplember ..................... t .7 25 M.94 215 4.751,940 1. 4 10, 334 15 221,734
October ......................... 54, 0,481 72( ,M3 14,827.531 S31, 54K 7 Is 23.78
November I ..................... 4.22.000 750,000 4,975000 18900.000 is 248.000

I rlwed on 183 Cenu of Populat ion.
I Middle of month ft.-ures, eacluding local homeless whIch are Included under general relief program.
I PartIally eutimuited.
Not avaailnble.

I PartIally estimated to cover the rural rehabilitation program on which reports are not yet complete
I Preliminary.
Source: Dis,Wa of Research. Stasttlcs, and Finance. Federal Emergency Relief Adminlitratoo.

TABLE 3.-Caes I receiving emergency relief--direct, ,work, special programs

General relief

Grand 
Specialpro-

total Total Work pro- Direct grams I
grans relief only

r.................................4.437.242 4.437.242 R181 3, M 424 1% 4t ......................... 4A64 1 4. M3 1,343.814 2.976,973
Jun.......................4317. 473 4,227.42S 147753 %,75672 8K,048

July ...... ............. .............. 4.40) .409 4,38M.19S 1,72;R295 U.4,.900 41,214
Augut.......................... 4.8629.482 f.5882,434 1,92M,029 3.4%0 47,048
September ........................... 4,752,940 4,619,4cA 1,9.M728 68 13,4
Octob, r .............................. 827,534 4.6%42 1,9K . 17 6K.. 23" 17n3
November' ............................... 4,97,Z0%0 4,75,,000 4.1M0,0000 3 190,00

I Cases include each family or single person on relief, not counting transient single persons.
' Rural rehabilitation program, emergency education program, student Lid; excludes transient$.
a Ca se aided under special programs In Apri were Included In the genel relief program.
'Prelimi nary.
Source: Division of Researeb, StAtIstics, and Finance, Federal Emergency Relief Administration.
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TAtLm 4.-Oblignlions incurred for emergency ref frofe all iobli funda by aourer
of funds, January 1933 through November 19Sf, by monf& and by quarters I

1933J - ............
February ...........
M ac ..............

First quarter.
Alci ..........

Ju ne ................

Second quar-ter ..........

July ...............Aurut .............
September ..........

Third quarter.

October ............
November ..........
December ..........

Fourth quar.
ter ..........

Total, 1933...

1934
Janu ary ............
February ...........
M arch ..............

First quarter.

June$ .............

Second quar-ter I ........

July I ...............
August I ............
September I ........

Third quar.
terI .........

October e ...........
November I .........

Tots), 1934 ...

Total, 23
months'....

Obligations incurred for emergency relief

Federal funds State funds Local funds

Total
Amount Per- Amount Per. Fer.

cent cent cent

927, SA f' 631,179001.4 61. 3, 99,26.71 It. $ 0,& %70.Q 341
C7,37,423.3~ 19,9,235 29.1 492378.42 &. 62,60i9311.0 32.1
A1,206,631.0t 61,93M,20.071 63 2 621% 3,3 8. 4 4.6"4017.21 f0.4

240k 2 S.,9 122,380,457.41[ 68.4 20,03A,069. 48 9. 66995,692 82.0

01,S. 4,373,9M8.801 631 8,192,377.70 1.2 19 43.954 98.?7
70, So,,3 .M 4S. M3,4M5O 69. 5,017,24& 11 7.1 1 3el5.6331T 24.0
6,3,2N6S 42. .A-71.- 87 K44.1 8,036,572. 12.1 19,76,619.2 2338

219,156,341L SM6701,1IM 47 6KO 21, 29K6. 1061 82,216,20L8. 24. 9

(A,1I3M572.97 37.482,32& 17~ 63.l 79,.71 110 13,09 99 22.1
61,470.48.1 a5, 7A&031.7 4 2 1 9639&0 21.1
29,148,332.14 X3895,IS&.33 41.1 11,0O95. 9.L 11,963,195.12 20,2

19, 973%,70& . 113.1al. 317.77k C298 27,399,79. 12.1 40,024,84.1 22.1

64.5,913.42 4%, 419% 3a3.1 6.3 10,196 19 1429964.7 110
70, bI,8tM 27 39, 7^6429.13 ft6 19,633767 2. 13,90,39 11.6
K $A ,330.7~ 27.75&5W054. 49.1 19,766,933. 33. 10,002,441 17.7

192,223,75,.S0, 107,96,q37.71 K62 47, 599, 4. 1 34.7 36,660,52.84 19.1

79,763,027.671 450,601,753.a M6 60. 116.257,22&.77 It.7 19K0401&.84 24.?

13,50,3401 29,06A 73M.61 K40 16, 134.4M 0. A 9 3,69M,37,5 1&.1
$7,.,V,2110 24628511 42 21,3,729. 37.9 9,373,624.93 15.2
69,794,.01 .92 32,5622,29M,54 4& 2,613,747.44 14,7 19,.66960.4 1M7

191,M8199.8 85,60.90 48.b 63,73937. 35.S&1 29,719,922.07 164

Ilk 134,26& 74 82, 299,31.43 72.7 17,64%,023. 9. 13,Ik192,711. 4011.7
129,22A3,7A0. 62 6K741,14&12 74. 1%,647,639.0 9.6 19,333,968. 48 123
123,1IA 649.8 92.0OK,137. 0671L. 11, 777,402.31 9.4 21, $37,II0.31 17.0

W7,5,A707. 2 271,124,833.63 73. 42,067,03. 11.4 4,153,609. 14.

130.9,13,215.1l 9M,1S28. 7& 1, 7 I061,941.23 1 . ,744,96. 17.4
149, 424,55M.07 113,3M9,971, 72.M 12,225i9M175 No 93,89,00. 1&.0
143,2W746.44 106,5 0, lS&27 W32 1,4061,6I.12 & 2 ,262,04. M 2

423 ,% 6 2 317,COlt.04& 74. 3MS 693,438.10 9.1 80,6SK6131. 77 19.

1!86 747,M67.6 121,949,141.0 17. 1 3,9560 8. & 9IX647,466.4 1M3
17A 7K5OW000 139,43% 000.0 ft 7 106,670,0O00 8& 2% M 0000. 0 1&.1

I,32,C3,041.02 937. M,711.84 72. 1% 9K6000.a 11L 197,477,2. 1 3 M2

2094.7 OK5% O&6 1.419.171,49 5. 20 87.I 2 31,9229.12 lI&J 39431,844.17 12&8

I lWludes obligations Incurred for relief extended under the oea relief rram, under 6,1 special
programs, and foe administration; beginning A IS 1934 these r f re also faIclde pwqr of materials,
supie% aid equipment, rentals of equipment (such s team truck bin), earn of norelef persona
:mrioyed and other expense Incident to the work program. Does not nciud about 8990000,000 expaz
for the C. W A., of which t,5,000,0 wu derived from Federal funds and S190,000OMOOci tate a local
funds.

I Preak-down partially estimated.
I Preliminary.
Source: Division of Rerecb, Statistie, and Finance, Federal Enterncy Rle Administratim, Ia.

7, 1933. Table based on reports from State sad local relef administration.
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TAl.. 6.-lemaie of unemployment in employment ehh are cuetomariy
cored by unemploymenf-inaurance plans

Pecewrsq perrralof
Year: vaemPWin Year-Continued. Ormpome

1922 ..................... 1 1928 --------------------. 5
1923 -------------------- 7. 8 1929 ------------------- 6. 1
1924 -------------------- 9.4 1930 ------------------- 1. 3
1928 ..................... 7.8 1931 ------------------- 26.6
1926. L ................... 7.4 1932 ------------------- 39.0
1927 ................. 8. 8 1933 -------------------- 39.2

Source: Estimates of th Corittes on Economic Secrty. It should be noted that these unempoy.
flunt rates are indicat/ve only of the unemployment occurring In the group of gainful workers which a
eustomrily covered by mplo ent-insurne plans, and that they do not represent the unemploy.
ment fcr the enire workn poputso. Thrs*W hi br ib those for all gainful workers, because
the Inedenee of unemplmiet FEs by th group covered Is peste than for the working poplation
sa wbole



TAUtL 6.-Site arrayed by average percentage of nonagricUUd R Pw Ientn-Apa 1.930; 1933 average; and 193-33 average

ANi 1930 193 average 193D-33 avam

Pat toft Pvent of PeMent of
gainjia Ratio to gainful Rawi to gainful Ratio to

, ats workers average of Btut workers average of siate workers averaa of
num- A 8tates unm- an States unem- an Stats

p107. ployed ployed

L Michkan- .........
2. Rhode Iand..........
3. Montana ..............

6. Nevada ...........
8. Ohio ...................

0. euy.a ............

I. New ok ..........

.Washington ....

17. Florida-.........

1M Mains-..
2. Mnnmo ....... .......

U. Vermont.
2. North Carolna...........
2. New r.SMnucky ..............

PerMIIfto
100.0
=3L8

125.9
1108

II&S
IlLS
110.6
100.9104.7

104.7
100.5
102.4IOL 2IOL 2
101.2
IO0 2

100.0I0

96.5

O4.1
s.t
92.9
0L8
91.8

ADStates.. ...........

Michigan ......................
Penayvants.............----
Arkavss .......................
Now y m .....................
Arizo .. .............

New Meco....................

Rhode Island .........

Flold ......................Montana ................. .

Nevuda .................
Colorado ........................

oa ....................
h n....................

Ohio ........................
Connelut.. ...........Te a ............... .......

owulo ............................
Innoo... ....................
Vermont ...................
Washington.................
TAKIIII -----. ......

U3.2

459
40.239.2
X38
3 .

3&.2
3& 1
X .6
36.6
3X4
35,.7
3&.4
5.3

34.8
34.3

33.9
33.4
32.2
3L7
31.6

3LO
30.9
30.7
30.4

Pacewt
100.0

121.
118.1
116.9
116.3

113.4
114.8
110.2
110.2
100.6

107.5
106.0
106.3
104.8
10&.3
10.1100.6
97.0
0&5
00.2
9

04.9
2&.400.1
015
00.2

AS States .................

Michigan ------................
Rhode Island ..................
New Jersey.....................

Penunylvanla ...................

IllnoIs .........................
New York ......................
Nevda ........................
ArizonL.....................
lold ......................

MMsshusetts ..................
Ohio ...........................
Indiana ....................
Connecticut ...............
New Mexico ................

Utahl ..........................
Arkannms .....................
Colorado ........................
Wsy ngton. ..................

W o .......................
Okaom a .............. .
io n.......................
Vermont ........................

25.8

X34.
20.6
288
2.4
23.3
3,.0
27.3
27.8
=7.7
27.1

7.0
26.9

26.4
20.2

2 T
2L6
25.1
24.4
2L.2

24.2
24.2
24.1
24.1X.I21.0

Paceu
1o0.

412.9
114.7 0

110.1 0
109.7

WA107.0
107.9107.4 51
106.0

104.7 1

102.2

101.6 .

00.2
97.3
94.6
008

00.8

9.4
Q04
10

.a

1&9
IL2
10.7
10.3
10.1

9.8
ILa
2.4
0.0
.9

L9
& 8
.7
&6
L.6

.a
8S
.4
.2

L2

LO
7.9
7.9
7.8
7.5



TAbLz 6.--Sl a;c arrayed by average percentage of noiiagricultu, al unemplogmi 7-t-April 1DSO; 19SS average; and 1930-SS averagc-Contd.

April 10 11 average 19O-33 average

Percent of Percent of Percent of
gainful Ratio to gainful Ratio to gainful Ratio to

State workers average of State workers a% crage of State workers average of
unemr. all States unemn. all states unem- all States
plOyed p~uyed ployed

Percent Percent Perar t
2. Wbsonain .................. 7.9 91.8 Mlnt sota ----------- ........... 30.3 91.3 Texas ......................... 2.9 92.8
27. Missouri ...................... 7.7 90.6 Nebraska ----------------------- 30.2 U1.0 Wiscensin ---------------------- Z.8 9Z 2
28. Louisian ..................... 7.7 f0.a West Virtnla_ ............. .. .29.4 M .l Minnesota ...................... 2&4 90.7
29. Idaho ......................... 7.8 89.4 Mayland ..................... 2.4 8 Maryland ....................... 2.4 90.7
30. West Virginia ................ 7.4 87.1 Cai'na. ...................... 2V. 2 88.0 West Virginia.------------- ----- 2.2 89.

SI. N ew M eio ................. 7.4 87.1 Oklahoma ..................... 20. 2 88. 0 Alabama..................... 22 16.9
32. AnIona. ....................... 7.4 87.1 Alabama ....................... 2v.1 87.7 Maine .......................... 21.8 f a
33. Wyoming .................... 7.1 813.5 Wicousin ....................... 28.8 h&07 Iowa ............................ 21.8 84.B5
34. Texas ....................... . 7 78.8 Idaho......................... .3 .. 8 Idaho ........... ............. 21.8 845
3L Arka uL ..................... 5 7.5 North Dakota. .................. 27.3 U 2 New Uampsbire... ............. 21.8 84.5

30. Ka a s...................... .2 72.9 KameSL ........................ 28.9 81.0 Orecon .......................... 21.7 81.1
37. North Dakot.-................ 8 .1 7L8 Vl - --n -...................... 2&6 77.1 Nebraska. .... 21.5 8.3
3&. Virginia ...................... &9 69.4 Misssppi ................... 2.1 7.6 North Carolina ................. 21.3 IM8
39. Nebr ak ................. &9 89.4 Kentucky ..................... 22.7 8.4 Virginia ...................... 21.1 8L8
40. Georgia. ..................... 5.9 69.4 South Dakota. ................ 2.7 08.4 Knsas ........................ 21.0 81.4

41. Marylnd .. .............. 58 4&2 Tenesae .................... 22.6 a& I Kentucky ..................... .20.8 ft.6
42. Alabama.................. 5. 9 Oregon ........................ 21.3 64.2 Tennssee ....................... 20.4 79.1
43. Iowa ...................... &4 3.5 New Hampshire ................ 21.3 84.2 M sLmippL .................... 19.4 7&2
44. Tennis ......... ..... &3 42.4 District of Columbla........... 21.0 63.3 North Dakota .................. 18. 9 73.3
4 L SothCarolna ....... 5.2 612 M sine ...................... 20.3 6LI Distriotof Columbia ............ 18.3 70.M9

46. Delsws . . . .... &2 61.2 North Carolin.. ............ 18.4 55.4 Delawar,.. . . . . 18.3 78.9
47. District of Columbla...... 4.9 57.6 Delaware ........ 1.7 58.3 South Dakota ............ 17.5 67.8
4. Mississippi ............ 4.6 54.1 South Carolina. ... ........... 12.9 38.9 South Carolina ........... 17.2 6.7
49. 8outh skots.. .......... 3.9 45.9 zeorgia.. ............ 1 X. 38.0 Georia............... .. 17.0 6 .

Boom: Xsttmam derived from population and employment da s reported by the U. S. Butkeu of tho Census, the U. S. bureau of Agricultural iconamIcs and the U..
]osan of Labor 8tatltm.
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'TABLE 7.-Countries in which compulsory unemployment-insurance Iowa here been
enacted and number of workers covered in each

Country Date of w, NuratksInurel

Autralis (Queensland) .......................................... Oct. 1, I'2 176,000
Austri ............................................ ............. Mafr. 24, 193) W9, "Bulgaria .......... . ................................. Ar, 12.0105 -,,Os)
Germany ............................................................... July 16. 1927 ! 17.. ;X, OW
Great Britaln sd Northern Ireland ......................................... Dec. 16,1911 12,. 9eV )
Irlsh Fre4 State ............................................................. Aug. 9. IW0 &iS., U A)
Italy ............ ..................... .................... Oct. 19, 1519 toor.-),
Poland .................................................... July I9, 1924 9,5,I
Switzerland (0 cantons) ..................................................... (5 ) 35, a5
United States (Wisconsin) ................................................... Jan. 29, I3,2 3 30 00)

Total number insured ................................................................ n 271 1OW

I A compulsory law was passed In Ru;s3 In 1922, but beneft payments were sspeaded in 1930.
3 These are the dates; upon whIch the laws were enacted, not the dates upon wbhIc they went Into effect.
I These are the most recent figures available.
4Th

t
J figure represents the number covered previous to the begInning of the depresson in 192. -The

omectl figure is much smaller (12,53,000 at end of Auut 1933); the difference Is due neot to any limiltation
*[ coverage but to the fact that those unemployed workers who had exhausted their right to Insurance btne.
fits and ha3d thus come within the scope of the communal relief were not included In the fgures for the
members covered by unemployment insurance.

I The first of the cantonal measures was passed in 1925.
I This figure Includes persons compulsorily insured In certain communes In cantons having voluntary

Insurance.
Source: Compiled by the Committee on Economic Security.

TABLE 8.-Counries in which voluntary unemployment insurance laws have been
enacted and number of worker. covered in each

Country Date olaw mbeDtoflw I ts ured I

BelgIum ............... ...................................... De. 30, 190 I,03900
Ctechoslovka ............................................................... July 1 19211 I t000
Denmark .................................................................. Age. 9,1907 337,000
Finland ..................................................................... Nov. 2 1917 M5,00)
France ....................................................................... Sept. 9,19 n 9,000
Netherlands .................................................................. Dec. 2,1916 oz 000
Norway ...................................................................... Aug. 6 $1915 47,0M
Spain ....................................................................... May 2S,1931 I 60, 000
Sweden ...................................................................... Jan. 1, 193M ()
Swltzerland (11 cantons) ' .................................................... Oct. 17.1924 195,000

Total number insured ................................................................. 3.876,000

I These are the dates for tt, enactment of she catlsnal laws, not the dates upon which they took effect
I These are the most recent 1igUr available.
I This aot came Into effect on Apt. 1, I2.
IThe number of persons belongings to funds which may be subject to the Insurance law is 50,000. It is

Dot definitely known whether all these persons come under the law but It Is probable that the majority ol
them do.

AIt Is sttimated that 23 unions with 30,00 menber baye funds which may be used foe the insurance
peovded In the law. The law became effective Jan. 1, 1903 It is likely that 320,000 can be taken as a
ouge bttmate of the number who will come under the law tn Its early stages.

t of thee cantons specify that communes may enforce pompulsory insurance within their borders; the
population of commune that have compulsory insurance Is given In table 1.

-Ths Is the date of the national mesu-e. The fint the ecantond was pusd Ia 1925
Soure; Compiled by the Committee on Eonomle Security.



TABLz 9.-General pro'vions of Compdhor unmpoy,wnt insurance laws
_....

Coumtry and year of Regul weekly contributions
ovltinal law I

Qualfyig peiod Welting period
(contibudns) days)

Amount of beneft Nai duration o
benefits

Ac U&U(Qu@SM d),I=. Workrs.employsnState,each d.... 26wee ... 14. . .... ... Varies with locality, martal sttus 13 we"s.and number of dependents.

Ausrla 1 0 ......-... One.half workers, ona-half employ. 20 weeks - --------- 8 ................. Varies with wage dames. mrrital 12 to 20 week.

se percentage of bulo was clasa. status and number ot dependents.

Bulg lia 19=. ----------- Workes, employers State, each1lava. 6weeksin2 sr S ---------------.......... 16 fd lfhedofml 0lava 12 weeks.
all othen.

Germany. l= . ......... Workers. mployer, each 34 percent .... do .-------- Varies.3 to 14with Vaies with wage las . locality, and 14 weeks (means tet re-
of baoc wage classes, number of de- number of dependents. quired ater 5 weeks).of ws hmm.pendents.

Ors Britan. 191 --...... Worked employers. State. each one- 30weeksln'yews 6 .................. Varies with age. sa. and number of 26weeks.

Uhird. as flat rate varying with age dependents.
and M.

Irih Free State1911 ........ Workers and employers contribute 12week...... .. 6 .................. do .. .... ....-- .- 1 day's beneft for eah

varylng amounts; State two- weekly contributIon.
sevenths of agaregste.

Italy. 10M .. ............... i One-half workers, one-half employers. 4sweeksln2y eans- 7 .................. Varies with wages. ........... oto 120 days.

as percentage of baosi wage clam.
]Poad, 19 ......... Wage earers % percent of wages; 25 weeks .......... 10 .......... Varies with marital status and num- 13 weeks.

employer4 1% percent, Stats I per- number of dependents.
cont.

wt.tsarland (13 cantons).... Varies with the type of Insurance l0o-day minimum. 3 minimum..... Maximum benefit 80 percent wag 90-day maximum.

fund. occupation, risks involved, plus 10 percent for members with

and laws of Canuton. dependent.

I'A comulor law was passed in Russia In 1IQ= but benefits were supende to 19210, owing to an asence of uneinpwYzmsub.
I Poland also has a system of unemnploymienlt insurance, for selarled woakers to which only employers and employees cotribute

Boome Compile mainly from the .ldeAkh Laber Rost. August and Setebe 54 "Operatmo ofU= Ou~ JRRO Min tbs UPlWa 8taea4 Frelgp



TADLZ 10.-Ge aidproosoma of voltnknr subsdized ursemploijmeritinvora laws

COIM Of Subsidies Qualifying period Waiting Period Maxiu amount of Normal duratlon'of benefits

Baelim. I=0------- State pays two-thirds otcontrlbutons lyws ---- 1 ...... day each month plus 3 Three-fourths usual wages. 30days each 6montbs.
by members. days each 6 months.

Crachcslovakls. 29221-- State"py 2 toS times union benefits.. Varies withfund;3-mouth 7 da ys........... Two-thirds last wag-. 25 weeks.
minimum.

Denmark. 1917.-- Stae IS to 90 Percent contributions: 12 months. - 6----- --- day minimum; 15 mnaxl Two-thirds average earn- Vailes;70to l2dayj.
=nr governments pa one-third of mum. Varleawith fund. logs.
state subsidy.

Finland. 1917 . .... Stats one-third to two-thirds of beno- 6 mouths ... . 6.... -day minimum; 1s maxi- Two-thlrdsavsrage wags..- 120 days.
fits paidbyftunds. Mum; Varies.

FrAce 1M0------ _ State, 60to 90 percent benefits ....... do ----------- Varies withfunds ..... On&1Wafnorsaiwges_. IRdays.
Netherlands. 19;,L. Federal, one-bait workers oontribu- Varlea 26 weeks In £511 Varies; 6 days In genera_. 70 percent average daily Varies; 36 to g0 days.

tons; local, cue-ait also. al. wage.
Norway, 9 & . State one-bait and more of benefts 26 weeks --------------- Varies with fund; 3 to 14 Ous-hal dally earnings.- 13 weeks.

paid; loal governments pay two- days.
thirds of State subsidy.

Spain. 15 .. - State pays varying percentage of bens 6 months ...------6 days..........- -Three-fifth normal wages- 60 days.
fits-

Sweden, 104'-.......State Pays Percentage of benefits-...52 weeks in 2 yamr......-day Minimum; 3-month Fouir-fifths usual wage... 0-day minimum: 120day
maimm maxium.

Switzerland. 1924-....Federal subsidy, 38 to 43 percent of SO-da minimum ....- 3-dayjminLm'um-.......Three-fifths normal wags. 90-dy maximum.
benefits plscantonal ad com-
munal subsdies.

' Sweden's law begaune effective Jan. 1.10IM
Sore: Complid mainly fr= the Mfeathp Later Blalw. August ad September 1234. 11Opeation of Unemployment Insurance Systems in the United States and Foreign

Countrie.-
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TABLIr l.-Number of oder persons gainfully occupied by age and ocupatfon for
United States, 1930'

43 and 60 and A sand O0 and eznd 70 and 73 and
over over over over over Ovfr o er

Total popuation .......... 28,048 . 21.006807 15,0A703 10, a&8, 6.633. .$A30 1,913,196
Total gf yul yoccupied.... it6, 6 10,3 MC 6,795,4 . 1,.g 42,H% 967 977.925 33AOZ
Agrcultue .............. S.891,109 2. , 1150 1,407,12 829,65 417,734 159. 0
Forestry and fishing ........ 4,013 88, 86 11.42 7 11,100 4,67S 1.493
Extraction of nlnerats ...... 2K 039 131,64 i" 957 4, 7 24, W 8,67 ,7
ManufseturtnLg and me-

cbalcsl industries ........ 4.18M 52%37,5 , I, 4 1,047,104 61,523 20,130 61,048
Trasprtatlon and com.

inu l otlOn .............. 94, 65K & 400,231 2,% 100,297 A141 9,073
Trade ........... 1,889,026. 1,807,044 831,57 4K,493 247,72 1 M1 37 33,616
Public service ............ . CIS 2706776 102,7 I, 097 $9,441 2,701 8,891
Professloc.l service ......... 5, 491 66, 180,1 223,031 113.284 $1,190 1, 49
Domestic and personal ser-.

ice ................... 1,86,011 1,107,3 7A,29 m447, 32, 99.93 33800

ClzcloUptos 56, M8 M39 214,229 120,842 67,227 2%.449 670
Clericsl o¢ pst~oW ........ 23 I, 6 , 2 ,27 45 ,760

I Less unknown.

Source: Fifteenth Census oftba U. 0., 1930I vol. 1, Pe.uo va os table S. p. 647, and vol. IV, Oompdefoe4
table 21, p. 4.



TABILE 12.-Age distribution of Uaited States population by urban and rural for 1920 and 1930

Towa population Urban population Rural population

1920 190 1930 1930 1920 1930
Age group _ _ IM _9M _ _ _ 0

Accumu. Awutnuo Acctma u-
Number Number lated per. Number Number ted r Number Number pated per,

centagel eutaga I cautae I

Under 3 ..................................................... 11.=7322 11.444.390 ...... 5,275.751 56. GM360 ---------- 6.2D7,479 5, R18. 02 -----
Under------------------------------------------ 115320 1.4.1----------- 1.3A 7 1 7 9 . .O.275 .8211.10------.7 7.479 6. 48Ito01 .51I0 9.............................................. 11. 304075 13.8607,00i9 908 80,,7 211.141 917 83.70 .9.441 9. '
10 to 14 ...................................................... 10.641.137 1.004.877 80.3 4,0,312 5.949.093 82.7 5,10,825 8.05..1M j 77.3
1sto 19 ...................................................... 9.4305 11,5.52.115 70.5 4.445.9G3 c 015.411 74.1 4.,9M,593 5,13A7U4 88.0 O
20 to .. . .................................................. 9277.021 10. X70,."7 61.1 1. IM, 06, (k 420.34 54 4,174.922 4.4M. 0.70 M.7
259to -- .-...........................................--- - 9.088.491 V. .83.118 52.2 15, 5,% C4171.951 18.1 3.787,43 3.8161,67 47.4
30 to 34 ..................................................... S.71,Io3 9.10.421 44.2 4. 726, 5 .77T.476 47. 1 3,344.Q7 3.341,945 40.6
35to 39 ........... 4 .......................................... 7,775.21 9.. 45 34. 4.43 .437 5, -73'71v 3K8 3,321.844 3.43,1.1 34.4
40 to .4 .................................................... 6.34,557 7. VW, 195 29.3 3, C.72 119 4. 93 M 18 30.4 2.743,438 3.0(57. O 2K 0
4.0to49 .................................................... 5.763.C0 7.042,= 22.I 3.190. M) 4. "Z.0 M '21.2 2.572.91 2.819,45D 22.4
0to B4 ...................................................... 4.73473 5.'.75. W t 17.1 2 613.070 3,41.1 257 17.1 2.121. 8, 2,44.54' 17.1 w

55 to 0 ...................................................... 3.49.121 4. 613, 677 12." 1. 5847 2.Z 4414 12.0 1,3,.77 1.O,', 21i 12.5
60 1o 64 .................................................... . . 504 3.751.221 1.1 1,528.090 2120.20 .2 1.454,458 .G0. 911 8
65 to 69 ...................................................... Z08.475 .771. 05 5.4 1. 000, 98 1.577.724 r 1 .017, 4A0 1.242.881 15.8
701074 .....................................................! 1. M, 0 1, 91. M .1 t1fo, .31 1. 01. 22 2.9 734.305 91, 772 i.5
75 to 79 ....................................................1 0 1,( , 30 1P. 6 .. G37 SM0.217 1.4 437. I 1 h43.173 L8 H4
N0to84 ...................................................... 40.77U &4,17 .7 1.%,455 Mt17.715 .6 217.324 2M 91 .8 64
t82 ..................................................... 1 8" 05 4619 .2 ' GO, 012 10, t33 . 8;, 527 103.331 .3

0to094 .................................................... 39980 51.IA .1 117.6.8 25,147 l I 2Z.354 2M.517 ,1 '
95to9 .............................. . . . . . .9...' 11,., ( ) 4,23 1.007 (1) I 3.351 c ," ( 0lOoandover ........... ......... . . . . . 4.2'S? 3.4 (3) .,8l 1.360 ( l '2.38 I ,804 (3) 215
Unknxn ................................................... 148,119 14.0"2 .1 h.3 0m .ft ,. 49.04W 27.915 .1

Total population ...... ..... ... 10710,20 1. .7..01. i..0. .4.304.003 (.94.8 100.0 51. 401017 0 .. 821.00,2 100.0

A oumulled Dpercntag based on ml over first s mentlonod in each ae group.
SEsUmiaed.
Less than ooe,4enth otI percent.

Boom fftszh Cumam of tiw U. .. 1I0 vol. IL Popudahon. table 7and 10. pp. 57k =587-a



ECONOMIC SECURITY ACT

TABLU 13.-Adual and estimated number of person aged 65 and over compared to
total population, 1860 to f000

Number Perceat Nube Totalpp Pereent
Year 63 agedal Yew age 68

03 nd ove an O ad over

1 30 0 ............ 84,090 31.44 3000 ? 1940 ............ 8,31100 12., 000 03
1870 ............ 1154000 38. 0 1950 ............ 10, 8M5000 141000,000 7.71 ........ 1.2,00 A.M000 & 4 1"o5 ............ I o0,w IA6 OM0 00 9.3
18 90. 3424.000 62000 &0I9 ............ 16,0 000 149000,00 10.1
190 ........... 309.000 7 4.1 19 0 ............ 17,001.000 1n,00000 11.8
1910 ........... 3.958,000 g, 4$ 1900 4... 1910,0W 131,000.000 12.6
192 ............ 4.M40,000 105, 711. O0 4.7 2000 ........... 19,338000 151.000000 1.7
193 ........... 6. 34.000 122,77.000 84

Source: Data for years 1000 to I30 from the U. S. Censue. Etnste for mubeeuent years by the
ctuarial stiff of the Cor nttee on Economcecurity. There forecasts are made on the assumptin of a

nit timrratkn of 100,000 annually in years 1935-39, end 200,000 annually In 1940 and thereafter.

TABLF 14.--Operation of old-age pension laws of the United States, 1934

Percent.
Number Number pens -o Average Y ly

Sa Typeollaw olpen- of elij, e o pene 1
sloners L ble age I number Pension

bla age

Alaska ....................... Mandatory s4444 43 ILl 2132 P& 707
....- ,do .-- : 1.974 9,116 I 31.6 9.01 0927

Calona............... d':.. '19980 210,379 &.2 21.16f %5801001
Colorado .......................... .... do. 706 61,737 1M .IL L0 172,481
Delaware ............................do-. 1,610 1&.63 .7 9.7 I 77d
Haw si ............................. Olo l Optional.... 7 )
Id n ............................. ado 23,416 184&7 16.9 74112

ow. ............................ do ... 00 184239 1.6 61250 '47&, 0
Kentucky ...................... ,a .
Maine ............................ ()
M aryland ....... .................... O ptio nal .... 41 9,.072 .2 29.30 0,2 7
MLasa1usetts ................ .natory. IonS.23 118. N I L 411,723
Michgan.................. .. %_ .3%O 148.5! LS "U9.59 0 00,
Minnest .................... Optimal ... 5 94.401 i8 1&20 420,3
Montana ............................... do ...... 1.1 14 .77 11 4 7.28 1 5
Nebraka........................... Mandatory. (4) (11) (19 ,=) (

Nevada ........................... Optional .... 23 4614 .8 100 320
New Hampshire .................. Mandatory. 41,.423 8714 .& 1619.06 "o 298 722
Noversey .............................. do .. "100 11H04 9.4 1172 1. 7. 693
New York ....................... do . . 1. 1,228 878 1&7 2116 1 t 59%080
North Dakota........................do.. a) () 09 (H) C
Ohio ................................. do.........IS 000 414.836 &.8 61&99 "33000,009

Orehgton ........................... ... do ......reo .. .......................... do . ,(' .

Wson ..................... . d . .3 10,e 12 (9Weshto gn..................Ot na. (..d.... 19 (1 (N2
W Iso sln................... .d 190 A1.1 . 67

Wyoming ................ Mandatory: 843 8,707 7.4 1079 831

Total .................................. ....................... 192,492

S Where no special referenoe ts given, the figure ar as of Dec. 31, 1933.
I0 Census dgures.

:Where go special reference Is given, the figres represent actual coat for the you 193
Ast. of Dbamber 1934.

lAsof Oct. 1934.
* No lnfo'mio svailable o not computed.

As of Augut 1934.
.Aopriation for 1934.
s rom expenditures of April through November 193I, 1317.,0

No pensons being paid.
N04 yet In effect.

IS A ofNovember 134.
U Estimated frm monthly figures.
5d Not much bein done due to lack of funds.
"As of September 1934.
" No penalene being Paid now.
" Adddnistaed by mantles, Do Inkrmatio available 1or taste.
I lAw just being put into eec.

8euroe: Date collected by the Comaittee on Economic Seo ity.





TABLE I S.- Principal fe-ture-9 of the old-age pension Itws ef the t

Alas.... .....
Arizo..a......

Califon..a....

Colorado.....

Delaware.....

Hawaii.....

da ho..... ...
Indiana......

Iowa.......

19etu ky.... ....
M ain ..... ...

Maryland.....

Massebuss ....

Michlran.........

Miotsota.......

Montan....
Nebr e ka........

N va .... .....

Now Hampshire ...

N-ow Jerse.....

New York......

North Dakota ...

Ohio..o.......

Ore o........

Pennsylvania .... 11934

Utah................

Washington.

Wisconsin .....

Wyoming .....

2931. 193

1931. 1933.

1931, 1933.

193 1....

1932...3...

193 ..

192. 1931,
1933.

19312...

1933

1931

1934

1931
1934

1934

(9)

1931
1933

1929

1923
1931

1932

1930

1933

W94

1934

1934

292

1933
193 1

19OU

292

Mandatory.

...do ...

...do..

-.. do ...

Op...iona.....

Mandatory.

...do..

Optiona....
mandatory.

Optloal....

Mandatory.

Optional...

Mandatory.

...do ...

.*. do.

... do ...

... do.

... do.
optional....

Mandatory.

Altaka Pioneer Home.._
State audi tor.........

Detmtnto of s-cola welfare e,,
Division of Stste aid lo theb
ated.

Right of appeal to district
court and supreme court.

State old-ago welfare coms

erritnrtsl adi tor... .....

Oldeage assistance commis-
Sion.

No ne... ...........
Department othat Loiwl

fare.
N o ne......... ...

State department of public
welfare

State welfare department, old-
Are pensioo basreau.

None......................

Noce...................
Aud(tor of public accounts....
None .....................

Nore .....................

Department of institutions
$ad areries. division of old.
ave relileft

State diepartmtent ofsocillwel.
fare.

i ceretary of agriculture and
Labor.
Department eof pbil wel-

fare division of aid For the

StMl board of control....

Department ofwlle. .

None .....................

None. ....... ..

State board oU control ....

No" .....................

A'since 1906.
' Annual Income of any property to be computed :lS percent of its value.
l.AnnualInoonsiorofany poperlyto becomnputed at percent ofItsvalue.
:Required residences an Uie tates 1 3yer.
*When Coxeresor ran raise foods.

' House to which applicant lives not to be considered property.
'Eanlgs and gifts tup to 8100 etemspt.
SUnable to maintain sell.

2 Mandatory from July 1, 1933,on.
Sounrce: Compiled by Coxamittee on Economic Security from State laws.

INo loeni ftdminLstrat~on...

Crasiw oncdo tpnsre
Ice-e depotmcnt of po~dle
% el! re.

County cort tordof county
criatriurlrs. tronusf.

Oid-Fwe pension commission ---

-... 10 ....................
Board of county comomission-

Old~sye a=:stance boards..

County rcm-nissionnri...
Old-aye pNnslon boards...

County rcmitosoner ...

Bureau of al--are 9stitnre ...

Old-are penstcni board ...

Board ofcouinty comunssioner,.

Old-st-e pension commirsson ...
.....................

Iloord ofrousty otnrnsslanems

County curntcuLssloner ...

County welfare board ...

Public v eltare district of01dm]a.

toard of county oenets-
atoners

Board of mid for the aged ...

Old-age peasion cornrnissires...

Boor'i of fni.teos of ozd-a

Board of county cornmils-
sion-ra

lioarnlmlrnty commsL-Woes-
County coon ..............

County lcire..............

Old-Ige pension coznmtsefoca.

Territory admoinistration..
Duplicate cersiNrce to audi-

tor; annual reprir.
Complitte suff rvisin; month-

ly reports.

Annual report to Secretary of
state.

State adtnlotstrat~on......

Annizal report to Territorill
ouditor.

Annual report onrly.......
Annual rert: 4tulieate evr-

tificate to auditor.
Complete supervision ...

None .....................
Complete supervIsion ...

Annual report to Governor....

Complete sul-ervslon...

..do ....................

None .....................

Annual report to StAte auditor.

Annual report to (loseror ....

None .....................

CIOmrplete su 1er v I 5in...

do ....................

... do ....................

.do ....................

Aonn-al rert to State board
of oontrol.

Complete supevision ....

None.....................

None.....................
Annual audit by tax cotstns-

$toner.I
Annualireport .............

Annual report to Stcteesuditoo.

All .... None ... None..
Ito percent. 33 percent. None..

One-ball.. One-bali.. None..

State fNod sliscotel to ccu'tles Io
proportion to poloutetion.

All...

None..

None..
One-half..

All...

None..
One-ball..

None..

One-third.-

AD ...

None..
None..
None..
None..

None..

fourtlbe.

Ore-hall..

All...

All...

Now .. None..

Sharri by county and
city.

All-*iV.INone

None ... None ..

All .INone..
One-halfities, towns

AN!".N'101one..
Two-thlih cities and

to-.% n4
None-...None ..

All ... Reimburse
County.

All .... None..
All ... None..
All...None..

ADU...Reimburse
county.

One-tourtb None..

One-half public wel-
fare district.

None ... None..

None ... _.do.

fart of State liquor tat
distributed to con-
ties, balance pali by
conties.

Stasterur allocated to
countiesaccording to
number of ppe on
pension ros

None... AU...

None_.. All...
Noce_.All...

One-third. Two-thlrds

None..All...

Dl1squalttcat tons-
a. Inmate or any rison. ilm, lasszo asylum, or rcrtkmoAl Institutioa,
b. Desert ton ci sIOU se.
o. To have faile * ithe~ut Ins% cause to provide support fr vi lie and minor clilldren.
d. Relaitives lef &tty Liable and able to support.
e. ISentence for crime.
f. Disposed of or deprived coeei of property to qsrtlity fcr ren'ton.

Neofastitatloall care
Recipient ofpeaqlon from Federal. 601ie, or foreisau goN crornent.

None_.

None ....
Nore ....

Retnbce
county.

None....

Terr itory...
State .rnd count

.-.do ....

State estate an-
loal lkluoe -

State current fel

Countics and nit

County ....
state oD4 count

State poll tax....

County...
No provisions

County...

State poll tav;

state poll ta...

County. city. ,

County pone lot
Corty Poll tSan
County...

-...do......

Slate Inhetia
county rund.

Stite. county.

State lioo tan
State.

tral fond.

.......F catse....

.County...
.. ..... do ....
..... do ...

State, county,.

Conypoor loW

1. Habitual tramp, vagrant
j.Untble to earn at leout

Sp~ouseand hldren able
m. To have failed to work
D InTmate of benevolent, eta
0. Husand, Wifet parent
p. Children liable and AU



fe4turfJ of the old-age pension tlw. of the tified &01S

Alloatio ofenpeeeeQualifcations $or recipients

- - DESQuUica.Othepro, sMUlinoi
rand rcosldrd by-. Res~ence Pro t aOd laotamountc( Fntsay

Stat. county Tm" Ag Citizenshtp limit Me otnotes) font
_____________ _______________________ ~ guts - ___I___Coal___ _limit____

flne~ lr t ans o

Nop .. None..
33 percent. NOVse._..
One-hal.. Non*e..

all0otd to counstiee tn
a to population.
None..Nome..
S hared b~y county and

city.
All.....None..
Ore-bl.. Nome..
None ... None..

All ... INone..
Ore. I im tiolOm

Two-thirds cites nd
towns.

None ... None..

ADl.....Reimburse
county.

AD ... Non,,..
A.....None..
ADU...Nones..
ADl...Reimburse

mon None~my.j

State fur allocated to
Counties rdnto

Noe...., . Al...
None.AM..
None-. Ali..

One-W. Two-thirds
Noe All..

V

Teeitory................
State end couznty........

....do ..................

State ctate an&t4qiMW ta;
loca l liquor tUL

Stat. currept revenues...
Countlos and Cities.......
County...................
State end county........
State poll tax.............
County...................
No p o%"k sasyet ......

County...................

Statt. poll taw; liquor ta..
state poll t"e.............
County, City, towsTawlu.-..
County Poor road .......
County poll tax ..........
County .................
-. do...................
statebiherutancetax and

county fund.
Stitt. county,city .......
tllate Feciol to ........

SOWt..a....................

.o.....Slate Mum torironty gen.
e Al fnd.

.........
ea. ....................

County.................
....do .................
...... ........... 

Btst. county, lood]....
County Poor (nd4.......

On-bel..

State fanda
propoceloa

Afl...

None._...
Norse..
Obobwal..
AD ...
Non..
One-hl..
Koo$e..
On-thwrd.
AD..

None..
Noce..
NOD* ..
NOD*..
None..
Tb tee.

Ore-halm..

All...
All..

goo

70.

70
66

05

70

70

63
63
70

70

140

to

0.
as
70

ca

1. Rabtual tramp, rap-s eLI or bemar.
J. Unsbteto er tlea Iprdy

k.vuse ndchwd n bl o 
pnaloepp r

Noe ...
Roqured.

Noe....

10.....

None...

Non...

?o....
None...
None...

Is.. .....

. ......

.. ......

None ..

I. ......

L .....

A5U r 1. $300

'23.000 3

() 3w0

130

5w OO 400
'300 356

........ 365
None a pelfd..

300

,000 0

UUnbl to support

I" 
IO

ab, d, IA...

&, cd, 4.

a4 , d, Ib, Ik Lt
a, b ce,,IL

a6 e. d, a0.1 L a-

a ,d, a ,In-

I. d

c, , L

t. d..

Wf n. ,,p.
b. , #f....

B.

A.

A, B, 0...

[C....

A, B,C0...
A.B.C D
A, B, 0...

A B, C,

A, B.......

,Rerqulze....

...do.

Not re-
qiltrod.e

30 yewrs..

RequIred ....
15 Tomrs..
.e....d....

....do .......

....do ...

13 Yome.....

....do..

....do..

a b . 4 1l.1 A S. CD.1

Noone.....I . b ,I...1

.......

s.......
10 ....
is ....
&.......

30j B0

NoNcpryo n
comie.IS3.000 us

a6 b.ede1.

a, , 0.,a,1,,3
b. . . ClI....

A, S. 0.
A. f%0,..-
B ...
A, B, C ...
A. B. C....

USM aiamtnhv
1W$43 6 mooth..
Sa day....

0 do.

M anronth ..
Ulsemaoth..
23Sa moot ..
I&a mnoth..

$23 ansotb..
IM8 arear ..
li a day ...
................do ......
Adequate assit.

Anc.
$30 month ..
$1 a day ...

4"amoath_.
M~ a mouth.
1 -a day ...

$7.80 a week....
$1 a &y.7....

Determloed by
omcitkL

$150 a yea...
$25 a month..

S0a month-..

............. ......

$25 a month ..
$W0 a month..

lIads ....

...................do......
$w a month..

Monthly.

Do.

DO.
Do.

Monthly or quar-
lefty.

DO.
No4 alPecided.

DO.
DO.

Monthly.
Monthly or qua1.

Monthly.
Do.

Monthly or QOm.-

Wreely i rmeth.
If.

MIothly.

Not SPOCthed
M4onthl.

Do.

IWO tbly or $UU,
tWly.

Do.
Do.
Do.

Monthly of quai.

Other pevIsionc.
A. Tnsfer of applicante property to penson authority may he demanded befor

pensdon Is grsant.
a. AnnouzI of payinent. to be collected tor estate condeath of poesonor or the sr-

Tiher of a marked ouple.
0. Allowanes lot funeral expenses.
D). Paymet. may be made to ravitbat Nberseeclet inst~ttion OIt ponloomIs

Lim"te

116"7-33. (Face P. 50.)

A,B,CD.
A, B.,..
A, B, ..
A: B, 0...
A , B, C,D
A, B. 0 ...

A. B..
A,B,C.D.1

One-ball ,fare dime
None..
Note..

6blis vel-it.

SNone 
...

Nqee..
None..
Nou...
Redmburse

county.
None..
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TABLE 16.-Old-api isurawe and pe' wos kgiiWim, in forden countries Mmkh

A. COMPULSORY CONTRIBUTORY OLD-AGE INSURANCE LAWS OF OGNERAL
COVERAGE

Yea
Country. when Coveragt

Austria ' I ...............

Belgium I ...............

BulgariaI ..............

Chile ' .................
CtzeboslovsklI a A .......

France I (see also sec.
C).

Germany I I ............

Great Britain I I (we
lo section 0).

Greece" I ...............
Hungafy I a .............

Italy ' ..................

L xemburg ..........

Netherlands I .........

Poland " ...............
Portugal ...............

Rumania' ..............

Spain ...................

SwedenI ................

Union o(Soviet Socialist
Republics., I

Yugoslavia ...........

Workers in Industry and commeros including domestic workers,
except casual dometics. Speciiacbems for agricultural workers,
salaried employees, and miners.

All wage earners, including agriculture] workers and domestics septt
caual domestles); and dependentt workers with Incomes below
1800francs'a year. Special schemes foe salaried employees and

Deployed penons, I uding agriculture wkers and domestics.
,So sehem, for pblic olMds.

Wage earners under 86 earning less than ,000 pes a year ndepend-
ent workers wilh annual Incomes below 8000 peos a year.

Employed workers over school a nd under 0, include ng arcul-
tural. domestic, and home workers. Special schemes for salaried
employees, miners, stae employees, employees of statutory corpor.
alows, such s railways. Special act foer tndaendent workers.
ase In 1925, not yet enforced.

Alemlyed persons under GS whose annual Orings do net esceed
18000 tsscs a year in cities with over 200,000 habtasnts or Wa~ius-
tra areas, 15,000 fmc elsewhere. (Income limit raLsed by 2,000
francs in respect of eath child.) Persons employed In agricuture
subt to Insurance agaist old age and death only. Special sclme
for miners.

Al workers, Incing arilitural, domestic, and home worki,.
Special sebeme fo saled employees with annual earnings below
8,4 0 relchsmarks. Special scheme for mines.

All workers, includIng agricultural workers and domestics; salaried
employees with Incomes below £250 a yr.

All p sons employed in industry and commerces.
All persons employed in specdfled employments. Employments

may be added by MIste' s order. Salaried employees with In
comes below 6,000 peago a year. Special scheme for miners

AU employed persons, Including agricultural and domestic workers.
Salrid employees with Incomes below 800 lis a month.

Workers In industry and commerce. Special scheme for salaried em
P loyses In Indusr n commerce

Al employed pesosIclun agiutural and domeetic workers,
whose anual remuneratien does Dot ezeed 2,0o0 fort . Insured
persons whose remuneration ris above 2,00 florins remain liable

Insurance. If tber remunerstion has been above 3000 florins
for some tims, they a r eempted at their request. Spec5 schemes
for railway workers and miners.

All workers In commerce and Industry. Insumrabl wagon lImit.
All employed persons over 16 years earning le than 900 escudot

annually.
All persons employed in Industry and commerce, and craftsmen

Special scemcrfor miners In Ardeai, which Ineludes rvlvors'
insuranm

All employed prsnons whose annual earnings do not exceed 4,000
Desetas. Domestic sevanus exclded.

All citizens between 18 and 64 years unle already guaranteed pen.
afon under army, navy, oe.

All manual workers; engineers and skilled technical workers; navi-
sating stafi in elvil avtion; various categories of salaried em-ioyM *

A wagw earners except hoshold casuals farm labor, and se ftber.
men. (Not yet enforced.)

All workers and other persons employed under mining act.
Salaried employees In Slovenla and Dalmatia who have reached

age 18 and whose annual earnings are not les than 10 dinars.

I Old4.ge inranc combined with Invalidity insurano-
'Old-og insurance oombined with survivors' insuranm

Souro. ComplW boa C'V%%ieerPesufte loawe, International LAbour 0%5, Studies and
=Rept Berke W, No. 16, OsM It= N'owestribsdor_ Pesfow, International Labour Office, Studies

R4crts, ere M,. No. Gosva, I1 w lemfu a# EMuenik, Barba& Nacbtreb Armstrong 132.
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TANLE 18.--Old-age insuronee nd 1 euioa leoilation, in foreign countries through

B. COMPULSORY CONTRIBUTORY OLD-AOE INSURANCE LAWS OF LIMITED
COVERAGE

Year
Country y when Coverag

Argentina I; ........... 19f21 Public utility eenp1oyeas.
1924 Bank stalls.

Bra I"..............1921 Rellway workers.
1926 D00ck Workers
1931 Staffs of public utility undlertakings.

Cubs"...............29I7 Sasnien and harbor workers.
Ecuador'I.............. 19,23 Staff of banks.
Switzerland:

Canton Glams' . 916 Legal residents between ages 27 and 5k.
ft > ........ I92 Ali Icq3l residents between ages 11 and 84.
Ba Tow l I.. 1931. All persons between ages 20 and 65 who ba,. been resident In this

C'"ton for I years.
Uruguay I I ee also se*- 1919 Staffs of public utility undertakings.

(ion C) ............... 145 Staffs of banks and stock exchange.

0. NONCONTRIBUTORtY OLD-AGE PENSION LAWS

Australia I........ 1908 All citizens with iasuffclent Income, resident 20 years.
Canada ................ 1927 All citizens with iuclent income; resident in Canad3 2D years, in

Province 9 years.
Denmark............... 1891 Citizens with Insufficient means, resident & years.
France I (see also section 1105 All citizens with insuffclent means%

A).
Great BrItain (see also 19M Citizens with Inni lclent means, 12 years' residence since &ge 50 far

section A). natural-born citizens; 20 yeaWs residence, to all for naturalized sub.

Greenland..............1926 Al IUreezilanders without subsistence Income.
Iceland .... ... _. 19W9 Citizens with insuficient means.
Irish Free S&ate .... 110W Citizens with Inmulleient means, resident 30 years
Newoundland .. . 2 911 All citizens with insufficient means.
New Zealand........... 1698 Citizens with Insufficient means and 25 years' continuous rulidence
Norway (will not go into 192 All citens with insufficient Income.

effect until announced
by Roya decree).

South Amric...........19IM All citizens (of a yemr'standtng) with 13 years' presence out of pro.
coding 20 years; other persons with 28 yars' residence out of pre.
ceding Z0 years; Insufficent Income.

Uruguay'I (see asoe set- 1919 All persons with Insufficient wesns. (For naturalized subjects cc
t0o8 B.) aliens 13 years' residence Is require.)

I Old-age pesinao legisl3tion comnshed with Invalidity pension leglsals.
J 0"tag Laauran cembfneid with survivors' Lansac
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ri-c ge-peneirot Pr ws lAtough IPSi

CMDUnt ~ewben

Asal I..1.... 06S

Canada. EffectMve In
C provlr~ces: Alberta
BrItl~th Colombia.
3lanloo.Ne0wBirunsic, Noava
Scta. Onotario.
J'rtnca Edwawrd Ii
bns. Saskatchewran.

Dowu............

ra It.. ....... 11507

Ol~ila~iislso rref 4is al

Age

Ntfn(.5.a.
Worn
* a"$~

Ctlseahp

Brt~h subject....

70.....IBritMs subject.. -1

Redence iquillS-
catiam

20Years In un son.......

20 years In un~on; 5 yewss[Is...
province.

Caisrml .I Pioperty limi t

FAr.~

Il.. Aunwisl income o( real properlytoken
s Ap mntu t c4 tora Te.' rno.:nr of

.Cr~'u pa-yOveraumantau.
n1utfty .=rasbly a.itO it.

6.0 Required ...... Syears in nsto .............. ...... .. ,F .... AnulIcm ofy.operty takars at

None do ... o.................. ........ 0 .... foomesfrom capialequal tolifannu-
I I Ity purchasble wth it.

OWeAtmlal ...... I= 19 70 .... IBritIsh subjec....l

Greeland.......

Ilad~b ............

Ihb Fm tate.

30 ........
30012 A ftm....

..r..u.y....

lw

1911
ldk4

19on

192

1919

85 ....... 1 . equfted......

00 ....... Nt requlred

etn 0.'
70.

C...

12 Toe ars to ee30 for mat.
ural-bo citIzens. 20 years
In %H1 kc4 ntutalized sub-

30 years In all; aI years sicce
re 20 frC a tizenas, 16 VeunO
for others

Not equied.120 years in Slate
Britis sbject..]25yearsin StateJ

Rtequired......

Not required.I

CO ...... do ..... I

10 Ol-ae nsloioc moobned with lnvaslity pensI .uocby 3 Years le0 cameof Incapacity for Work
a lJinslon autbocity recovrsamount osenaLsoncon
*If authority accepts tranof4er of house in vrhichI
measad pensiorw licssin il rent-free.

ld oby 3 earw ne.ssof Incapacity for work
lonslon Is viriiIn acerdsacowith klcaity in w

St'liCstion for peuion is dafrreci beyond age a5

15 yars ost of 20 just before
clirYmlO tfor p-kxsons who
havea been Brshlb subject
(ar S y eam- 25 years out of
30 lor other.

None reqired for natural.
bwon ut-jeots: 13 year s f
naturallzed subjects or
lens.

I .

B

a

S

A C. D.
E.

..........

A,0...

Annual Ineoonefom i375 peopertyI
(other than prupety personally
enjod by ensjonct) computed at

112 necesetouscruns nc .

In necesstwscfrw~nstvsn....

Aual s!Income from Erst £372 grcp.
etty (eber than properly pmn:
ally ejoyed by pezolonescin-p= e 4at3 percent; balance at 10

9440; annua income of property
fixed at 10 percent for all petty
except esemAroperty (C)

Inadeq atei ncome...... .....

Annual Income rrom . any property
owned and occupied by Iensioner
and from all2 other ualnves ed assists
computed at 10 perce~nt.

Pr*5wiy must be expressed in terms
ofansual income.

Antu isI-Income pliml

£83................1

271 to $35k?. (vcry.
ire iith W~itityi

2.400 frams l'tiJ oin
Lags of peasiomor,

£9 l7s.6d .......

D £9 zs..............

£M0.msrrteJl ou p
A:121.

£54 for while lcrront;
43& fa r cl pv Ir-
sons.

20.1 Pesos a year ...

'roporty exeniptiosi Aors'al locornee-
eroption

.£a. .... ....... ..... . 12 10 1.; benefits
I I oueln whIcr rsiourrss.-- rom friendly socte.

lies and lrs*,Ie un-
Ion%: allowances
lr-nl Childreno; war

See propcrtylimit ... $I.; ..........

Anonsl Incme C4 roperty taken ot 100 to 200 kr. (vary-
4 peeved of its Val U0. ilo witil lxmlty).

Income !rnm c.Spitu I equal to Ue anu- Earnings of psasiOnrf,
ity purviasable witlh It. 4W0 franc, -oous&sa.

logs (N00 francs IU
r uloner hai raised

children to age 16).
Incorre from £15 of properly £389 annual I come dens-ed from

siPzrres other than eanings; £26 So. annual incme derived
fcc:;, any source;, furniture and personal effacta; sickness

Lne ft frwm friendly society or trade uWon.
......................t............

.................. . . . .
IA r.i L iiIir come fromisf£25 of yeo1v rty £1 s.d.snaI-

In, irniture &a]rolercns effects; sckcess benciltfrom
frtly society or Uadt cLicn.

... .. ..... .. .. .. ... .. ....
1 men- terefit from frierrllv socity; bouseinludngfurniture

:aA ifberisd effeliets) in 0saticfspnsioner lives provided own-
rbpktransferted to pens"c authority.)

Atliuil Iricome fernm property ownrA I£N for wh~te personal:
and occupied by pens1-ceec and X£IS for colored pe n.
from othr ualnrested a.:.*ts om- s0ns.
puted at 10 percent.

Properly rmust ite expew-ed in ternis 10 pesol ...........
of annual lucere.

Amount a9pNzslon

IfiximurnMCOt 0,yeer. Reduced
by £1 f-se esrs £1001oplerty escept
exempt prorty.

M wiraurrnf8240 a year-,a reduced bhy
arC.int ;' pinA.l-s 5incotue hess
exemption).

Mirried couple. rasinsum Otos .ii
kr 4; V1e. 111,.r1sIsTs 405. 1017d
kr.'; ~ nswesi as. rvaxinss 34-8
to G42 krove.6 adjustetl to r-noes

.lsximurn CWJ to 9Wt francs varyingg
with loccaiy).&

Source of fund

Commionwealth .....

It douslnloo; 14 province...

12l state; M3 communes.

St %te p-ys 240 francs4 on esch
asu;commune pays

Admlnlstre tlve relpon.
sibility

Federal Governmntn

Share.I by dominos
and Pr ovinces.

Shamed by central g,
emnent and ~
Wtes.

Max Wmam 10s. a wee%; reduced in pro- State ................... Cotfil gove nanL
portion to pensioner's Income. I

Anount fized by distrkct council..

IMinmum 20 kr a year; rnaaxnumn 200
kr. as yeir.

aaius10. a seek; reduce In
propoclion tj 1(is!,ner's income.

5.0a %e" ......................
Maxinmum £40 I1ls, a year-.$ reduceditn

propoctlon to means; lacce'ced for
penslcotrS-witb Z 2eAc.lepcndens
children.

Fied so that G0 percent o( amount
will buy neoss..rmes v( life.

Masltum £30 a% ir vfor wt~te pat.
sons:;caaxtnturn 1£24 aS ).ar frcCol.
ored rsons: rMined In prosprtlon
to pensioner's lacunas.

Mulrcues 95 pesn a year; reduced in
roportion Ite cn-4oner's means

don IlYoncontributor e-joos being replaced by contributory pension.D
A hr6 ninror06rcrvro n~ri52foe %widow of bcnefciary. E

a dathN Pnsineror f srvior f MIrrM Cupl, 0Reduced by 5 yeari Woeclamanto basIng 2o ccre depen1I:-it children under 15..
pewslonuer it a z.value I& .etarjci fta'iscssr 3 if WWllnot fIS Into effect until announcd royal dfcrae.0

&. a.Good character.H
rhics pnsioer ivesandIs Icresed f ssslo InA. Persons of non-European extractiona.

WhJ~ Peg~nt L~eSandIs ncrase Ifsem~nginIftB.t boriginal naflves livng under tribal condItions
C . Dutwrlvi of .poisq.

Oquree;Compliedfrom A'eiwAM.el(wegPsarIjeas. IntentWocal f~bour OL5W 6 kides and loeports, Series 2M. No.9% Osneva, ISM; jtrariap fAd Etseatists, BarbaraNechtrlb Armstrong, 19332

Distrckt partly relimbursedA
by StaTe.

Poll tus o00all persons be-
twetu Is aIA) 4,0years.

State.................... Central government.

State ......................................
..-do................... Central fovernment.

50 percent State; 50 percent.................
MWILansn.

State .................... Central government.

A numberof spectilnational
tales.I

D. to pr icer'ent fore doneobs action.
E. liibilual .lrinkernn-to
F, Receipt of poor rslaef within I years of clalminyi.
U.telativet li,,Pplr sod able to support.
H.AboC~glnsl natives.

37POT 1. ( Fnce p. 52.

I . I

I I fI v I I

I
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TABLE 18. -M E mated number of families and cAildren reiving mothe' aid end
estimated expenditures for this pUrpoge

[Based eon fures available Nov. 16, 1054]

Numberof Number of Estimated esnt manual xend i t for
amilJes children motbe ' aid. koa and Rau

State reed benefiLngote"from mot b-
aid ar' aid Total LOca Sa

T ot t a ...................... 109.W6 2806N5 1137,487,479 *$31.021.9 7 84.884W

Alabama k ...................... ............ ............ ................ ................ ..............
A slosn .......................... 106 379 0,90 ................ 20.90
Arkansas l ...................... ............ ............ ..............................................
Caliornia ............... 7.050 17.642 2.133.909 224.252 1900 747
C o oraddo .................. 53 65 1.435 149.888 149 . ..............
Co etneiticut ..................... 1.271 3.,6 734.627 49. 752 244. 7
Delaware ........................ 313 85 9300a0 4 4600
District of Columbia ............ 209 720 143, 143 ..............
Flor s .......................... %W4 46.184 2226288 2 .
G .........................
Id a h ' .......................... 230 619 34315 14.31 ." ."""..
llinoos .......................... 6,217 14.802 1.837.013 1.833.217 303.7US
n4insn ....................... 32 38 33.124 35Z 224 ..............

lows ......................... 31,527 '9,170 719, M 777.27 ..............
Kansas .......................... 68 01.07 7. 721 7, 721 ..............
Kentucky ........ ......... 137 ' 35. 62.8 ) 62.9 ...........
Louisbns ........................ 38 '2d3 9,312 9.212 ...........
Maine ........................... £ 7 .124 310,000 134.00 1. &55400
Maryland ....................... 267 694 117.410 117,430...........
M&isachmett ................... 3. 11117 % 45 000 1.400,000 ... , 0
Miehg ........................ 4,94 '1 4.39 X S44. 962 %44%962 ..............
Minnesota ...................... 3.W7 9,152 1138,178 113%4176 ..............
Mhts.slppll ..................... . ................ ................ ..............
11 Is-ow3 ......................... 36 74 93,440 93,440 ..............
Montana I . . . .. 839 1.90r 21323 313.66z ...........
Nebrasks ........................ 1, e4 14.300 173,034 "zr ..............
Nevada '....................... 200 '520 44 03 44,035...........
New llampshire ................. 20 761 13A440 .................. 2 440
New erSey ...................... 7.711 1 ,9 .44,564 $2.44,% 4 ..............
New .Meuiool .................... ..............................................
New York ...................... 3. 493 04624 1,7J. 176 1.7 ...........
North Carolina.................. 314 947 7W 29. 29,353
North Dskota' .................. 978 1.644 2238114 314 ..............
Ohio ............................ 8.971 24. 470 3114960 1.
OklsbomaI ..................... .1I.9 & IM 123.314 123.314 ..............
O regon ....................... I,40 .250 247,140 347.140 ..............
Pen rsylanla ................... 1.700 22,87 & , 197,40 1,80K,520 1,5. W920
loie ltw;i ................... 513 1.608 267, 32 133.63 133.6X6
Soutb Carolina I .................. ............ ................ ................ ..............
Sutb Dakota ................ 1.290 3,321 283 9M 25.9 A ...........
''ecnessee ...................... 241 in27 71,3 71. 325 ..........
Tens ........................... 1 16 5A3 43,957 43.987 ..............
Utah ............................ 622 1,827 8,653 7M45 ..............
Vermnt ........................ 206 441 44,974 3. 41 23,4JI
Vi ........................ 136 543 33.574 1, 16,9 38

Wasz1hington , .................. &8013 4'.934 819, 53 619.5 ..3...........
West Virginia ................... .108 '23 18.086 160 4...........
Wisconsin .................... .7.1 3 37,9"3 .1 .790 1,93 . .. 5006
Wyoming .................... 279 214 294 22194...........

3 lcludes rsvLrd figures flo llltnols
3 No mothers' .4 law.
I Mobe'' a discontinued
4 'stlmated on beass C4 IA ebildren per family t14 average rate for 20 States report ng in Decemb4, 1033
a Estimated on bsis of trends In comparable Hates from wbkh repwts have been roceled
I Law n In operation.
sourcee: The U. S. Cbldra's Buireas.
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TA,Lv 19.-Fund. fer Mato matew l and child-hA A work

S P Pemt aet

I ________leeaedecrease
I 288Ht4 1534 1334

Total funds Fedeal Stato vw unde

Delawwrs ....... ............ 0&01 ,#I SOL 01 $33.00X00 8 3 ..........

?e aalv na. li .96 %8551OL6 63.6199 197,39. 00 46. 9
M a n 5 .............. 1 .,0 15,,00 10, 00,.00 . OD &2 ....

ML ...mabWe... 5.. 7& 0 ............ 7a. 270 00 85 $a 00 L 3 ..........
xe~ zpbr 15.7&62 it .69811 7.9M831 21,on2o50 6......
Khdenu n 2t28 1..0.... 1020. 00 KK,0 . .........4

Ilils. .................. t 7 '............ M.000 s .07,6o . t... L
CeMCtiuL..".. .: .'8 ?no* ............ .576599 2069 O .00 11. .NO IR~ o If& 633.K6 oo Is& 8n S ........ 17.1No em...............115,1658 "'ii.'4'1 5,8760 185.17 ............ 111
Winen7ln0............... 50,750 27,78162 L .,0. 83 43. 3K00 .......... IL6
MaOd ................. 33,54.06 10,177. 00 14,377.0 20,844.. ...... 0

M~n~t......47,00 2k06 90.65 55655 86."3, 00 ............. &4
SouthDakota............... .7.=06 .l(. ................ 0 .........
A i=o=.................... 19,5W.4 a I%,1 7.71 1% em 00........... .S3.
NewYork................. .110.4tL 7 8,0 D1.7 0O m.m0o 50........... X
Vyrgln ................ 7. o 2k slt 6% ,Oft00 m7oo1 .......... .4&
Ketuc y . .............. 47, 64 2,&25 . 129& , 84 28, 100 .......... 47.1
Msc4on.. ............. 74 11 ,741 11 30 O000 31, GA00 . ........... 7
Mhsopur. ............... 42, m1 241. U81 2C.0500OD 23,7%00.............1
Tam ....................9 2 41, 4A 62 3k 45100 304,500 ............&1
montma ............... 24,400.00 1.7M80 1001 00 18000 .......... . 7.1

.......... 4", 4& M 9 41.1 0 2169.479 26,OM00 97.......... 1.

l 'sw IL ~*Mo ...........aI, 1 J 6. g 7WL kW& , {0j .......... 61.11

NortheCarol ............. 49. 27.196 k W7, & 2 0 1& .00 .......... . 2.6
Was.into................ 3.00 4, 9 0. 00 ,1eo 3 .o00 1.......... Gl4.l

bd PPo ................ 49.97L , 2, 07&8 o 17,005 11 ,00. .......... .1

............. 1.660m106 7.56500 2. 5.5%100.......... .. 7M0
Loi ..ana.................80,100 7,3n1. 00 2Z 521.00 7.............. . 77

9a 00...................8a,06.0 ,00.0 1,000 O 00.77.1
West Vircla...........40443.41 10,57L74 20,871.74 9,10.00........7.4
Hawaii ..................... 1is. 1131.92 1 M,96 572& 9 1 ...... 7.
Cawl .......... 2357,501 31,2950 2k,29 00 1%22& 00.......... .8

F)WI .............. 87,.OM500 10,51.7 21,374.28 7.35L00 ............. 07
Obi ... .. .......... A33400 53,5K517 2k0,743 106. 00 ............ 81.2

OrS ego ................... 27,533.44 6 1584 1 2,20 .00 4,71. 00............5#
wa ....................... 4Z,1W5f1 2 0 &1 21.2100& 80 460 ............ 64

fdabo ................... . 00 71500 .00.. 00 .................... 01
South . 87711.0 21.U.m.65 1, M8. %04& 00........... 4
Taeees..................1&% 747. 00 2t,767. 00 350605&90 2.012.00............ 9
Alahams. ............ 4,79 2 K526 3f3895 52&00............96
Arkansa. ............... 88.:: R63'&02 21,17.51 161817.51 .................... ..........
Colorado.................. 1&omoo0 10,00o.00 MOO050.................... ..........
Iradlans................ 83%,807. 00 31,97.6 ONO A7500................... ..........
Nebrska .. .......... 17. 00&500 11,0=500 6. t00 .................... ..........

evada.............. 16 0t4.00 10,82100 1k $2200 .................... ..........
9&w mero............19.,11A66 1.435 33 7,430.33 .................... ..........
kIlahoma .......... 42.3%96 .679.4. .. 79..4...... .......... .........

uah ................. 2k10.00 .80. 0.50 ...... .......... ..........
Vermon ..................... 0.00100 00.00............. ..... .......... .......

I for h..6!0 (Cafr, Connectiut, Michigan, and Wyoming), 1M figures are give,
Souroe The U. S. Children's Burea.

TABLUc 20.-General economic af*.oiahc
INDICES OF BUSINESS CONDITIONS*

(1923-25-1001

292 1932 1534 (fin1 10

1. Indes of ndustra l Ir..tlon .............................. 119 64 s
2. Indezof betory payrous I................................ 100 431 8
It.Inda ofactjen lo nto'......................... 101 82 79
S. T ouf depatment store ae(yalue) ............. ........ i 00 at
6. Ine f osruto onnta awarded (value) I.. .. 111 28 8
7. Index" of exports (value) k............................ ........ II 8153 41
S. Indes of bak deits outade New York City~ .... end De.... 10 '

I Unadjusted loe seawnal variation; adjusted for number of working days.
8Unadjusted for ssooml varlatWon.

I Adjusted for seasonal varlatisn,
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TAZULz 20.---en r j economic sfclistica-Contlnudel

OTHER ECONOMIC DATA
I. Number of galafnl workers, September ........................................ IM.. s 0, in, co

Estimate of Committee o Economie Security.

M. Per Capita fuil-tims Iacome, wage, and salaried employees ....................... I r.. 1.471932J.. $1, I1"
Nugisael atenm, 9U-Ift, Letter from Acting Secretary of Commerce, S. Doe. 124,

73d Cong., 2d es., p. 19.

1. Average weekly factory earnings per wage earner ................................ 1929.. 28, 54

Stung Canal Businss.c February 1934. p.?7, and December 1134 P. 7. Data for
1934 for first 10 months.

M5. Index of cost elivng (1913I00) ..................................... December 1929.. II
December 193.. 132Tus 1934.. 134

MAer I rw Re , August 1934, p. 826.

OLD-ACE DATA

M Population, 193 ............................................. so years of age and over.. 106 5%ox
65 years of age and over.. $,5805
70 years of a e and over.. S. 843. 200

Fifteenth Ceatus of the U. S., IM, T0oL 1I, Pipstts, p. 576.

1. Number ofold ens ...................................................1131.. 76,.39
1334.. 180,901

Data for 1931 from MsaImlg Icir Rrrir, ;one 1932, p. 1241. Data for 1934 come
piled by Committee on Economic Secuity from latest available information.

15. Amount pald in old-age pensions ..............................................tnt.. IOU $ 173,p
1934.. 31,12,492

Data for 1931 (ram .Mosth b IZeor RerLnr, lane 1932., p. 11. Data for 1934 coza
pied by Committee on Ecooomk Security from latest avilable information.

NATIONAL INCOME STATISTICS
8. National income paid out ....................................................... $82,5o06,e6,o

193.. 46IMo0t06WO,
to Nsifal IeeoUn, 13. release Ian. 14.,193, p. 6, Department of Commerce.

U. National Income paid out ....................................................... 1933..$4A SM0 w0o, on
Wajes and sales ................................................................ 29 3000 00
D -ends and Interest .......................................................... 7.am 0, 006
Net rents and royalties .................................................. _ A3006 cOK 000
Entire renurtal withdrawas ....................................................... in000 000
7e NivaulInor, IOU, release Ian. 14, 1935 p. 6, Department of Commere.

18. National income paid out ....................................................... tIM..$ 84,00 000
Banee savings or ossft .......................................................... 9. 529,M 000
Income produced .... ................................................ o , 00
-" talo Iscosse, 19" . letter from Acting Secretary af Commerce, S. Dc 124,

id Cong.. 3d ses, p. 10.

WHOLESALE, RETAIL, AND MANUFAOTURINO SALES

19. Net wholesale s .............................................................19.Se.se, u01, 000
1933. A K0,04,000

1481 UiUe RSt Ssa isv of l als fn44 in IM, Department of Commerce,
Bureau of the Census, p. ?. The I figures have been revLd.

20. Net retail sales ................................................................. 192.4, 114.55%000
t933:.. 2,%037,223,000

Unlrd &ets Svmsae *f ahe Refel Crnas r1 I , Department of Oommerce,
Bureau of the Censu% p. L

SI. Gross value of mnasufactured prodous! .......................................... 1029..$ % f tO lI
1933.. 1 3 4 .32

.Cessna sf.Meaafmareo: IM, Department of Commerce, Bea of the Census, p. L
ThIe 19tgures have beean revised.

LIFE-INSURANOE STATISTICS
22 Aggregate lle Lnsuranes In frce ......................................... .j9 , ssS& 044,747

rdlna-'7 ............................................................ ...... 7191829,132
Knusrirl ......................................................................... 17, 14.47,s48
Group .................. .......................................6,911,7.7
Spectator Co., Yer-Boock-Lf Issuanse, 134

3 Average sie of life-Insuranm policy In force, 1923:
Ordinary ................................ $2.151t~~ ....................................................................... 310
Computed from Spectator Co. Yw-Boot--L4fe Ie nece, 1934.

K Surrendered polideend Ieans, libe Insurance ...................................33.. IOU ,_ OR

AIsn letter from Spectato 0o
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TABLE 20.-General economic statistic--Continued

SAVINGS ESTIMATES

25. Annual Savings through life insurance ........................................... 1933.. $2, 9A 48&499
New premium psrn ments ........................................................ 234, 196
Renewal premium payments ...................................................... 2,71,1%511,
Spectator Co., Year-Book--lJfe lhuafr r, 1934.

26. Savings and other time deposits ................ ........... .......... 1929.. 2$,214,,0(0001932.. 24, 261,000 .000
Data for all reporting bnks in United States.

Sratiatkof.lbstrareitte tt ( ited eu, 193I, p. 242. table 252.

Mr. WIT'TE. 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
and will continue to increase very rapidly in the years that are ahead
of us.

For instance, in 1860, 2.7 percent of the population of the country
were 65 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. WITTE. Over 65.
Senator CONNALLY. Is that based upon the theory that our other

population will also increase, or is it based on longevity?
Mr. WIrrE. 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
estimates 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 approaching 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 England today; it is the
population distribution in France, and in nearly all other western
European countries. They have 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
y,,ars or 40 years from now, when those people will be between 60
aud 70, there will be more than twice the number of people between
60 and 70 than are now between 60 and 70. This is due to the chang-
ing age composition of our people. Our birth rates have declined'
ane 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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tailty 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. Wirrr. 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 supporting the aged.

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

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

Mr. WITr. 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 CHAIRMAN. 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 going to live longer over a certain period?

Ar. WITTE. 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. WITTE. 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 people in 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. WITrE. With the sarmo 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 theaged, 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 ahead 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.

To 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 ahead of him-and a woman
will have to have laid aside $3 600 It is a large sum.

Senator CONNALLY. Have ie 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 a little longer than it was in earliergenerations, but there are
also countervailing tendencies, as 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
worker--has a somewhat longer period of working life than he had
in 1860.

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. WIrE. That is of course a 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. WiTrE. Coming down to this question of how many of the

aged are dependent; or did you have another question, Senator?
Senator CONNALLY. No; go right ahead.
Mr. WirrE. Coming 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 nrxt 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 are 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 approximate number of the
aged who are now in receipt 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
tian that in private homes for the aged. Many of these old people ifi
the private homes for the aged are paying their own way or their
childrenn are paying their way. Some are charity cases.
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There are about 140,000 pensioners 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-contdibutory. Theis are about 15,000 pensioners under
trade-union plans.

Senator GoiE. Fifteen thousand?
Mr. Wi ir. 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
systems that exist in municipalities.

Of course, a much larger number of people than these ago groups-
no definite figures-who are in receipt of veterans' pensions.

Senator HASTINGS. Isn't that police group much larger than
25 000?
Mr. WirE. Actual pensions?
Senator HASTINGS. That are taken care of.
Mr. WirrE. I am citing the figures of those that are actually on

pensions. This is not an attempt to state how many people are
included 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,
general State old-age pension laws in operation in 28 States. In
October of last year, there were 180,000 pensioners under Stateold-
age pension laws.
Noe 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 people 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
aed who are provided for on local relief without receiving any
federal 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
of 100,000 or 150,000.

Senator GoRz. Have you figured out at all thecost of carrying
those 700,000 on relief rolls?

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

Senator GoRE. That is the family?
Mr. WrPrE. That is the family and generally for these old people

it means that the grandfather or Is grandmother is being taken care
of as a member of the family group, although in some cases it means
an old couple is itself a fismy group. As a member of the family
group y'th an average of $23 per family the actual allowances are
probably not in excess of $5 additional for the grandfather or the
grandmother per month.

Senator Goan. 'Five dollars a month. This proposes t make it
$80 as against $23 for the entire family.

11680T-45--o
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Mr. Wi 'n. Under relief.
Senator CONNALLY. A moment ago you said there were 8 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
supported, on this roll? That they will be anxious to get them on this

LMr. WITTrE. This bill provides thatthey slall be given support if
they have Po other means of support. J 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. I
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
very 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. WITTE. 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 a
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 legislation? It is a pitiful situation.
.People have a hard time to feed themselves, and industry is prostrate
organized industry and individual industry, and everybody else, and
if you are going to pass on to the people that are already prostrate this
additional burden, I was wondering whether it would speed general
recovery or not.

Senator HASTINGS. 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 suppose, is this
statement which I quote:

At this time a conservative estimate Is that at least one-half of the approxi-
mnately seven and a half million people over 65 years 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 60 percent of the people 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 care of by the children.

Mr. WITrE. May I interrupt, Senator? Excuse me.
Senator HASTINGS. Certainly.
Mr. WiTnE. 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 estimate ip
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?

Mr. WITTE. 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% million, or 3 million, and deduct that.
from the 3, million and leaving only one-half million?

Mr. WirrE. 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 approxi-
mately 700,000 aged over 65 are on Federal emergency relief 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 many
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 receipt 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 HASTI NGS. Do we add that 180,000 to this 850,000?
Mr. WITTE. 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. WIT r. That is correct, Senator.
Senator HASTINGS. That is correct?
Mr. WI'r. Yes.
Senator HASTINGS. I am glad to get that information.
Mr. WITr. 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 Hawai,
which have State old-age pension laws, general laws, that provide
for the payment of pensions to old people 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 some 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.

Senator (loRE. Can you give the States and the age limit?
Mr. WIrT. I will give you that in a 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 1034 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 financial stringency of the States and
counties. A survey made by the American Association for Social
Security, which has promoted old-age-pension legislation in this
country more than any other organization-

Senator COSTnoAN (interpolating). Is that the organization with
-which Mr. Epstein is associated?

Mr. WITTE. Yes, sir; in 1933 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. WITTE. Nine months.
I Senator GorE. Due to that tendency, do you not think that you

might reasonably assume that the States will take care of this problem
themselves?

Mr. WTTz. 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 during this period, the number of old people on relief has
grown probably even more rapidly.

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

Mr. W TTE. That, of course, goes to the question of finances- that
is a little apart from the question I am taking up right now, if I may
be excused.

Senator GORE. I do not want to thrtst that into this situation.
Mr. WITTE. In most of the State laws, the counties either have to

pay all of the expense or most of the expense'. - Solne 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 ate utterly unable to meet that
burden'at the present time. . I

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. So you have just about half of the group at 70 and hell of the
group at 65.

Senator GORE. Are there any under 65?
Mr. WITT. None under 65, except the Territory of Alasks, which

has an age limit for women of 60 and 65 for the men.
The CitAtRMAN. What is it in 6 alifornia?
Mr. WITE. California, I think,, has a 70-year limit-yes; it has a

70-year limit.
The CHAIRMAN. What are they paying in California?
Mr. Wiwr. The maximum pension in California is $1 a day.
Senator COSTIQAN. How 10ng a residence is required in California?
Mr. WiT..: Fifteen years.
Senator Goani. 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.

Mr. Wirr. That will depend on the action of the Congress, I
presume.

Senator BLAcX. There is no way of figuring either, how many more
will be 'thiown out of employment under 65 or over 65 under'the
system we have.

The CHAIRMAN. Proceed, Doctor.
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. The maximum pension payable is most commonly $30 a month;
some lower. North Dakota, for instance, has a maximum yearly
pension of $150--that Is the lowest. There are none higher at this
time than $30 a month.

Senator HASTINGS. A dollar a day?
Mr. Wirr.. Yes. It would figure a few dollars more by the day.

I am using that as being the same is $30 per month.
Senator HASTINGS. Yes; because there are still 365 days in a year.
Mr. WirE. 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.

The CHAIRMAN. Do not all of these States put it upon the question
of need?

Mr. WiTrE. 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 divest 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 people 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 your answer to Senator Gore's
question. What is your answer? Do they require them to divest
themselves of their property?

LMr. WiTTEr. 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 is a provision in the law-in all
of the laws-making 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 a provision further that the pensions granted shall be a lien
against the estate. That is applied in cases where it develops upon
the death of the pensioner that Te had undisclosed property. In thecase 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 pensionspaid against theproperty.

An assignment of the property 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 that,
may be taken as security for the pension, so far as it-is any security.J

Senator 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 Goverment for the pension paid.

Mr. WirTz. Yes, there is a clause in here. There is a section that
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 GonE. I knew that was in Senator Capper's bill at the
last Congress.

Mr. Wiml., It is in this bill, Senator.The CHAIRMAN. Is there any discrimination in ths States between
the sexes?

Mr. WrTrE. No, not in the law.
The CHAIRMAN. That applies both to the ladies and the gentlemen?
Mr. WIrrE. 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. WITTE. They could be. It is a matter of need and their other

income.
Senator HASTINGs. Before we leave that question of the assi nment

of the property that they may own, do these State laws requIre that
they assign that roperty?

Mr. WliE. That the administrator may require such assignment,
Senator HASTINoS. That contribution which the State makes is a

lien against their estate at the time of their death?
Mr. WITTE. 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 is in substantially all of the
laws, at least.

Senator CAPPER. 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. WiTTE. The newer laws are the more liberal laws. Generally
I would say the laws of the States of New "York and Massachusetts
are 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. WITTE. 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. WiTE. Yes, sir.
Senator GoRx. Through experience?
Mr. WITE. j 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 always depends upon
the concrete situation. Under all laws the entire income is taken
into consideration. They may have a few dollars of income.'

Senator GonE. That is under this bill?
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5.1re,,I .-,This biliprovides that thepension shall be an amount
I which when added to the income of the pensioner shall be sufficient

\ to provide "a reasonable subsistence tompatible with decency and
heath.!" That is -the language of the New York and the Massa-
chusetts laws, and that will vary with the circumstances. )

Senator GoRE. Farmers are not to be as well treated as the city
people? ,

SAMr. WITE., Oh, yes, they are. As a matter of fact, all statistics
indicate that there is a larger proportion of the aged m rural terri-
tory, in proportion to the population, than in urban territory.

Senator GoREi. Do you mean there are more voters in the country
than in the towns?

Mr. WIrrE. No; I meant the old people. Ther6 is a larger per-
oentage 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 the total?

Mr. WIrTE. All of them. Under either criteria.
Senator CONNALLY; They live longer in the country?
Mr. Wirr. That is probably true. And I presume old couples

are 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
uantil'they are old, they have no business going to town then.

Mr. WiTwi. No; they have not.
Senator HABTINGS.- I understood from Senator, Wagner's testimony

yesterday that under this bill it was contemplated that the Federal
Government would contribute $16 per month, and all the States that
participated in that Federal fund would also have to contribute at
least $15, but that it was left to the Administrator to say whether $15
pe month for that particular State contributed by the State was
sufficient to keep that person in health and decency as required by
this statute.

Mr. WITTE. 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 les, because there may be other
income sufficient except for a few dollars lacking to provide for that
old couple. There is nothing in the bitl that in all cases there must be
$15 contributed 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. WIrTE. That is not true, I think. No.
Senator HASTINGS. Are you quite certain of that?
Mr. WITTr. 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. Wn-&'n The FederallTreasury contributes one-half of' the
amount contributed by the State up to $15.

SenatorHASTlNs. Upto$15?
Mr. Wrr'rz. Up to$15. And, genastor, the provision is not that the

State must pay a flat $5 pension or any flat amount. This bill con.;
templates a supplement to the person's income sufficient to support
him in decency and health. That will vary with different circum
stances.

Senator HASTINGS. You mean in the same State?
'Mr. Wrirs. In the same State and in the same community.
Senator HASTINGS. So that, thesuggestion made by Senator Gore

that you would not pay the man in the country perhaps as much as
you paid the man in the city is really a serious question.

Mr. WrrrE. That would be the case, certainly. Whereyou have to
provide rent) Senator, it is a different matter from thae where you
have to provide no rent.

Senator HASTINGS. You mean that under this bill the Federal adtnin-
istrator must ascertain for himself whether or not the various ainouftts
paid to various people in a particular State comes within the definition
of a deent living and whatever the language is.

Mr. WITT. Not in each case, Senator. This contemplates that
the State law must include a provision like this Federalstandard.
The State of New York and the State of Massachusetts now have this
language. This is the language from the New York and Massachu.
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 definite limits will substitute a standard that is flexible-
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 provide a reasonable subsistence compatible with decency and
health". The Federal Administrator will judge, gnerally, whether
that is being complied with. There is no thought that they well check
every case. That sort of a machinery is not contemplate

Senator HASTINGS. How many of these States that now provide
pensions provide for varying amounts?

Mr. WIr. All of them..
Senator HASTINGS. All of them do?
Mr. WIrT. That is the concept of an old-age pension.
Senator HASTINGS. It is not uniform?
Mr. WITTE. No, it is not uniform.
Senator HASTiNos. And the amounts that you have mentioned

havQ been maximum amounts?
Mr. Wirr. That is it. 'I have the actual amounts here. I want

'to come tothat right now if I may.
Senator ByRD. Do you agree with Senator Wagner that the mini-

mum of $40 should be paid by the State and the Federal Government?
Mr. Wrrrs. In all cases?
Senator Byap Yea.
Mr. WYr . bat 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 people in
reasonable decency. That will vary with what income they theA-
selves have: That will vary with the conditions under which theyliv
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-Senatr BYRD. Senator Wagner stated, as I understood hint yester-
day, that a minimum of $40 should be paid to each old person provided
they have no other income.

Mr. Wirr,. That might be his opinion. This bill does not require
it.

Senator BYR. I ask you whether you agree with that from your
investigation.

Mr. Wrrrrc. That probably is a proper payment in many situations.
In the city of New York the average pension has been $40 a month or
a little better while in New York State as a whole the average has
been $22.16, because obviously it costs a great 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 CosioAw. Do you regard A minimum of $40 as excessive
in any part of the United States?

Mr. WirP.. You mean with all other income taken into con-
ilderation?

Senator COSTIOAN. Taking that as the absolute income.
Mr. WirrE. You still would decuct, Senator, I take it, the income

of the couple which they themselves might have?
Senator COSTIoAN. Certainly.

* Mr. WirrE. That would still vary the pension, The pension
ml lit be only a dollar.

nator COSTIGAN. But do you regard a total minimum of $40 as
excessive?

Mr. Wirric. I do not think it is excessive; no.
Senator COSTIGAN. In any part of the United States?
Mr. WIrrE. If you can afford it.
Senator Gos. .What aboutV $200.
(Laughter.)
Senator HASTlNS. Doctor, before you leave this-
Senator GoRi (interposing). I want the gentleman's smile to go

into the record.
Senator HASTINGS. With reference to whatSonator 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 is Impossible to calculate the precise sums required for this task. Opinions
will vary greatly as to what constitutes fair standards of health and decency.
But if we accept $40 per month per person as an immediate minimum goal our
8,500,000 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
num'oer because you said that the number is approximately
1,000 ,000 persons.

Mr. WiTrE. 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 approximatelyy 3,500 000 people who, from their own means
have not sufficient to live on, but most of them are being supported
by their children and relatives and friends. The bulk of this cost is
now being borne and will continue to be borne by the children and
relatives.



SenatorHAsT1w9s. , So, yOU Io pt t4hib Senator WVgneT inendedto ~p~ny that it' waq "e' sry to appropXate from oju public funds
from the Federal andthe State teuries, $l,6 OOOQOOpyesr.

Mr. WITTE, I am yey certainthe Senator'could not have meant
that.

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

Mr. WITTE. 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. WxrrE. 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, thiir children drive in,
some of them aa many as a hundred miles, to take these miserable
little checks from the withered fingers of these old octogenarians.

Senator CONN4LiY. That institution is nOt in my State, I may say.
Mr. Wrrz. The children can be legally made to support them.

The question that you raise, Senator, is what happens if ere are
children, for instance in .apotlhqr State who, won't support their
parents although they are able to? OUviously, ' the pu bib cannot
leave tiese old people to starve. It hps ,to take care of them, and
there are instances of children, unfortunately, who act as Senator
Gore described, and in that instance, I think that we will all agree
that, no matter how badly the children act, the public, if the old
people have nothing to live on, must step in. It, however, is a right
of the State to recover, from the children in practically every State
of the Union, if not in p11 of them.

Senator BYRD. What I want to be very clear in my own mind upon is
this: If these old people applying for a pension have a son or daughter
with enough property to support them or enough income, they will
be denied a pension even though that son and daughter have left
the home andhave other obligations?

Mr. WITrTE. They can enforce it.
Senator BYRD. Is it proposed to do so under this legislation that

you have here?
Mr. WIrr. 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, there 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 th~em 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 people starve.

Senator BYRD. 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 originally and goes into the Federal Treasury you can
refuse to have it go bak to a State unless the State does the things
which your dictator under this bill sets up. Isn't that true?

Mr. WirrE. The pension must be an amount adequate to support
the old couple in decency and health.

Senator BYRD. The administrator in Washington is to be the sole
judge ai to whether or not a State receive any of this appropriation
from the Federal Government; isn't that, correct?

Mr. Wi-rE. I presume so. It is 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 9tate
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 BYRD. 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, andl you are coercing tie States
to do what the Pederal Government desires, although the money
originally comes from the States.

M11r. WmTrr. We have very few standards. I think I can elaborate
on those in a moment, when I reach those. There are relatively few
standards.

Senator CosTioAN. The great merit of such legislation is that it
tends to bring about nufor mity of standards in all the States.

Mr. WITrE. Certainly. I was at the point of the actual pensions
paid. I think that s an important Joint. As the Senator stated
here, these are maximum amounts. The actual pensions paid in
1933, as this survey of the American Association for Social Security
indicated, were on the average slightly more than $19 a month.
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 the pensions paid to the 180,000 penioners on the rolls in
October 1934 was $31,000 000 in round numbers. That is the
amount that the State and local governments actually expended for
old-age pensions. The average cost In October 1934 was slightly
less than $19. It lhas tended to go down rather than up, with the
financial stringency of the 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. It
New York State as a whole it is $22.10, but it is nearly double that
amount in New York City where it costs more for old people to live.

Senator HASTINGS. What is the maximum in New York?
Mr. WMErE. The maximum in New York Is this standard we have

in the law.
Senator HASTINGS. Without naming an amount?
Mr. WV'rrE. Without naming any amount. "A reasonable sub-

sistence compatible with decency and health" is the language of the
New York and Massachusetts laws, and it is t&e language of this bill.

The CIVAIRMAN. 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. WiTr. That is right.
T4e C"AIRMAN. But -t is possibld for one.'getting $40 in New

York State now to get $557
. Mr. Wirr.. I think there are individual cases in which they will

get as much as $60, depending entirely on their circumstances. There
are some old people that stillhave dependent upon them some young
people. There are grandparents that are supporting young people--
where there is a family unit in which the head of the am is a
grandfather who is supporting some grandchildren that are left by a
daughter that has died, for instance. There are circumstances in
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 BYRD. 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.

Mr. WITTE. That is putting that in little stronger terms than I
would.

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

Mr. WIrT. Perhaps theoretically, so.
Senator BYRD. Not theoretically. You are writing a law.
Mr. WITrs. You have the same thing in other instances-
Senator BYRD (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. WITrs. Does not comply with the regulations prescribed in
the statute; not the regulations he desires. The standards prescribed
in this law.

Senator BYRD. The statutues do not go into details as to what is a
standard of decent living. He can say what a standard of decent
living is, as to how much each pensioner 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. WITTE. If a State law does not pay pensiohis adequate; but as I
say it is for the provision of a reasonable subsistence compatible
witi decency and health.

Senator BYRD. Who determines the standards of decency and
health?

Mr. WIrTE. In the first instance, the State administration. The
general question whether a particular State meets these standards will
be decided by the Federal Government and the representative of the
Federal Government.

The CHAIRMAN. Is not the proposition that you have certain rules
and regulations laid down in the law?

Mr. WirrE. In the law itself.
The CHAIRMAW. As the State comes within the purview of the

preposition, they must present their plan to the administrator and
obtain his approval before the Federal aid goes to them, is that pnot
the case?
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Mr. Wi'rrE. That is the case.
Senator Byao. With all due resp ct 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 iying 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.

'rhe CHAIRMAN. What do you say to that?
Mr. WIrrE. I do not know that I can answer it yes or no, but if

I answered it in those terms, I would say no, Senator. There is no
authority here t6 the Administrator to set up rules and regulations
saying what shall be doomed an adequate standard of health. There
is no such authority in the bill.

Senator BYnD. But there is authority for the Administrator to
deny a State an appropriation unless he thinks that what that State
is doing is what lie regards as right in that respect.

Mr. WITrTT. This bill, Senator, contemplates-this appropriation
will take effect Jul- 1, 1036. Your State of Virginia passes an old-
age pension law. Let us say that the law is passed this winter. It
submits that law to the Administrator prior to July 1, 1936. He
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 act h6
sets aside he is required to, under this bill, set aside an allotment
for that State. There Is a clause in here under which the Adrminis-
trator may stop a'payment, may stop future payments if the State
violates these standards.

Senator BYRD. In other words, the Admihistrator becomes the
dictator of State legislation, by your own statement:

Mr. WirTr. The law requires standards. The standards are in
the law.

Senator BYRD. A sovereign State must submit to the Federal
Administrator a copy of tholegislation before it is passed to ascertain
whether or not he approves it.

Mr. WIT'r. That is the same provision you have in all other acts.
Senator HASTINGS. Let me see whether by reading this law it will

not make perfectly clear what is contemplated. It is found in section
4 of the act. It says on page 3 freadingi:

A State plan for old-ago assistance, offered by the State authority for approval,
shall be approved by the Administrator only U such plan-

and the particular paragraph is paragraph E on line 18-
shall be approved by the Administrator only If such plan furnishes assistance at
least great enough to provide, when added to the Income of the aged recipient, a
reasonable subsistence compatible with decency and health.

That is a part of it. And then it continues-,
And whether or not it denies asstance to ga ged Persons, at least does not

deny assistance to any person who has resided in the State for 5 years or more
within the 10 years immediately precedong application for assistance.

And
Third: I as an Income which when joined with the Incomeof sach person's

spouste, is inadequate to provide a reasonable subsistence compatible with de-
cency and health and is over M. years of age,

et cetera.
That is the provision which Senator Byrd is talking about.
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Mr. WITT. Yes.
Senator GORE. It seeris 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 lay is compatible with the standard so fixed.

Mr. WITTE. 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 any

.other State that writes that standard into its law is complying with
the law. A situation might arise where a State subsequently-it is
not likely to arise, but it might arise-in which a State despite this
law paid pensions which obviously did not comply with its own act.
The Administrator could conceivable refuse an allowance. What I
mean is this: I want to illustrate that a little. In the State of Nebras-
ka, 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
pai of $2 a month in many of the counties. I think in a situation
like that there would be a 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 is not any question that
any Administrator could not refuse a State the credit because he
thought $24 on the average was inadequate.

Senator HIASTINGSG. 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. WITE. It is a law that came into operation this year. - It is
supported by the counties only, and many of the counties are ahin-
lutely broke; Nebraska being in the condition it is in due to the
drought.

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 COSTIGAN. As a condition of advancing their proportion.
Senator GORE. You say that they cannot because they are broke.

I do not know whether that would be regarded as a good excuse or not.
Senator HASTINGS. What is your understanding under this law?

Could you say that the Federal Adnitrator would match it or could
match it under those circumstances?

Mr. WITTE. I would like to start with the beginning. Start off
with the very beginning of this act, July 1, 1935. If you will look
at section 6, you have there a provision that the Administrator is to
make an allotment at the be'ining of the year to the State. There
has not been any administration at the beginning of the year.. The
State submits its law and this law contains tis provision 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 Virginia, 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: I

The Administrator may withdraw his approval of a State plan If after his
approval thereof such plan falls to comply with the conditions speciied In section
8 of 048 act.
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And in section 3 of this act is the provision which says that- they
must provide a pension to people who are over 65 years of age and
who are not inmates of institutions. That is the only condition.

Senator HASTINGs. Decency and health is in it, isn't it?
Mr. WIrTE. Yes.
Senator BYRD. 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. W rT . No; not as to the details and the amount of. money.
Matching the allotment that the Federal Government sets up is
determined by the amount that the State has appropriated. The
only question that will be before the Administrator at the beginning
is: Does the law of the State of Virginia, or any other State, comply
with the standards? Is that in the law? Is it there? He has
nothing else to j 4dge by. The State of Virginia has a law, let us
assume, that as written, puts these standards into its law.

Senator BYRD. 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 $40 a month,
which under this legislation requires .$15 from the Federal Govern-
ment and $25 from the State governments. If the Admiuistrator
agrees with Senator Wagner, is it not true then that he could deny
a State any part of this appropriation unless that State contributed
$25, or unless the total income of the old-age pension amounted to
$40?

Mr. Wirr. 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. There is a clause
that if the Administrator believes that the State is not complying
with these conditions, the payments may be stopped.

Senator BYRD. Just answer this please. I have not had an oppor-
tunity to read the legislation carefully and you have. Is it true that
the Administrator can set up a standard of decent living if he so
disposes at $40 or $50, or $60 a month?

Mr. WIrTE. i think not. I see no authority in the bill that he
can do so.

Senator BLACK. 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 do not know what you think it does provide. You are not a
lawyer?

Mr. Wiinr. No, air.
Senator BLACK. This bill does specifically provide beyond the

shadow of a doubt that the plans can by approvedif 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 does undoubtedly provide that in case it fails
to meet that requirement, the Administrator can notify the State
"authorities and shall notify the Secretary cf the Treasury to withhold
payments 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 believes 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 i.; intended by the
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bill and is that what you understood? 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.

Senator BLACK. Oh, yes. There is no question but what this one
does.

Mr. WI r E. 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 BLACK. Do you think it should mean that? That is the
question?

Mr. WITTE. I think it should mean that if a State actually pays
$2, that the Federal Government should not attempt to match
amounts of that sort, and if it pays 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 seems to me it is
a question for the committee and the 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 bill should contain?

Mr. WITTE. Certainly. Just as you do with highway aid and
every other aid.

Senator BLACK. That is one of the standards that is sot 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.

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. WITTE. There is no $16 or $25 in this bill.
Senator HASTINGs. A maximum of $15.
Mr. WITrE. A maximum of $15 for the Federal Government.
The CHAIRMAN. 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 understand that if a State should

find itself in a position where It could not raise more than $15 a month which is
admitted would not apply to the requirements here-

Senator WAGNER (interrupting). That is not admitted.
Senator IIASTINGS. I got the distinct Impression that it took $40 a month to

make a decent living within the definition 6f this bill.
Senator WAGNBR. I think I said to Senator Cousens that there are different

sections of the country in which the economic conditions are different, and
undoubtedly in some localities $30 would go further th-n $40 would in ether
localities. So that I distinctly said that I think it is uniform to make a uniform
and fixed rule as to that, If my own opinion were asked and I were to say, I
would like to give $40.

Senator HASTINGS. What page is that on?
The CHAIRMAN. Page 25.

110807-35----6
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Senator BYRD. What was the purpose in having the appointment
of the Administrator and a social boaid chosen solely by the Executive
without the consent and approval of the Senate?

Mr. WITr. I do not get that, sir.
Senator BYRD. Shouldnot the nomination to this important officebe approved?Mr. WITE. This does not state how the Federal Emergency Relief

Administrator shall be appointed.
Senator BYRD. You are going into a permanent proposition 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. WIrTE. This is not a statute setting up the Federal Emergency
Relief Administration. Your act set it up previously, and this does
provide that in 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 BYnD. You regard this as a permanent department of the
Government for generations to come, do you not?

Mr. WITrE. Administration of the pensions is not work for one
department. This will be one function of one department, Senator.

Senator BYRD. Under what department will it function?
Mr. WIT rE. 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
vase he retired, probably.

Senator COSTIOAN. Senator Wagner said, continuing what the
chairman read a moment ago:
. How else can we work It? We have to put lag responsibillty somewhere.
You have to trust somebody in these matters. cannot sit here and pass
upon each individual ease as legislators.

I ts that your own judgment?
Mr. WITE. 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 75-obviously in such a situa-
tion the administration would have a right to stop the allotments to
that State. I think it is certainly questionable whether the Congress
would want to appropriate those funds when a State, despite the
fact that its lawv provided that a pension shall be paid to those over
70 actually did not pay any pension to those who were under 75.

senator COSTIOAN. It is then your judgment that the section is
desirable and of advantage to the State of Virginia rather than a
disadvantage.

Mr. WirrE. 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 art unreasonably.
I think you have to place reliance on your public officials to act within
reason.
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. Senator BYRD. You are clear in your own mind now that this act
does give the Administrator right in the first instance-

Mr. WiTTE, (interrupting). Not the first time. The first time there
is nothing that he can do except look at the law.

Senator BYRD. He can determine whether the State legislation seta
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.

Mr. WIrrE. 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 BYRD. In other words, you start off with the first proposI.
tion that the legislation passed by the States must be approved by
the Federal Administrator before that particular State can receive
any benefits from this appropriation. There is no difference between
us on that.

The CHAIRMAN. There is no doubt about that is there, Doctor
Witto?

Mr. WITTE. Obviously somebody has to determine whether these
States are-

Senator BYRD (interrupting). You said a little while ago that that
was not the case and I want to be certain that you and agree on
that because to me that is a very important question.

Mr. W TE. All you have to do is to write three lines in your
Virginia law to meet that. If those lines are in there, you are all
right.

Senator BLACK. That would mean if he writes the lines that you
8tate, if he writes these words, then they have met it in the initial
outset.

Mr. WITTE. Certainly.
Senator BLACK. If he simply puts in the law that the State shall

pay a reasonable subsistence compatible with decency and health.
That is correct as to the initial passage of the law?

Mr. WiTTE. Certainly.
Senator BLACK. If after that the State of Virginia should conclude

to pay only $10 a month and the Federal Admiinistrator concluded
that that was not sufficient to give reasonable subsistence compatible
with decency and health, then the Federal Administrator could in
his discretion cut off the payments from the Federal Government to
the State of Virgiia.

Mr. WITTE. es, Sir
Senator BLACK. Ta is correct?
Mr. WITrE. Yes sir
Senator.BYD. That is not what I understand. He will be forced

to do that because the State has to contribute $15.
Mr. WiTTE. No; that is a mistake. That is not in the law.
Senator HASnNos. Doctor, I would like to ask you this ques-

tion-
Senator BYRD (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. WiTir. No.
Senator BYRD. In other words could the State contribute $10?
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Mr. WIrT. Thq State might contribute $6 and the Federa Govern-
ment might contribute $5, and that might be adequate. It will, in
many cases.

Senator BYRD. 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 he is 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. WITTE. It might be. But I say there is no authority in the
Administrator to say that $40 is the minimum. That is not it. le
has to make a finding- he will have to determine that Virginia is not
providing "a reasonable subsistence compatible with decency and
health. " That means a varying ar iount under varyn conditions.

Senator BYRD. Still it gets down to the dollarsand cents of what
you regard as a standard of living and what creates that standard of
living, and that is money; therefore you 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 contributing a 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?

Mr. WI'rrE. If you state it like that, that would be correct, if
actually that was all that they could pay. We now know through
experience with emergency relief-we have had the same situation
with reference to emergency 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. WITTE. Yes, it does.
Senator HASTINGS. Well, no; it does not.
Mr. WITTE. He has to stop, you mean?
Senator HASTINGS. He has to stop.
Mr. WirrTE. It is in his discretion.
Senator HASTINGS. Oh, no, not at all.
Mr. WIrE. Section 7, Senator.
Senator HASTINGS. Oh, yes. You mean it is in his discretion?
Mr. WirTE. The only case, is this discussion has brought out, is

that after an allotment has been made, the Administrator may stop
the allotment. The Administrator may withdraw his approval of
the State plan if after his approval thereof such plan fails to comply
with the conditions specified in section 3 of this act. In cases of such
withdrawal, he shall notify the local authorities.
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Senator HASTINos. That is an additional power given him.
Mr. WITTE. That is the only power that he has to stop this allot-

ment.
The CHAIRMAN. 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 a 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. in., an adjournment was taken until
10 a. m. of the following day, Thursday, Jan. 24, 1935.)
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THURSDAY, IANUARY 24, 1985

UNITED STATES SENATE,
COMMITTEE ON FINANCE

Wa8hington, h. 0.
The committee met, pursuant to call, at 10 a. In., in the Finance

Committee room, Senate Office Building, Senator Pat Harrison
(chairman) presiding. F

Present: Senators Harrison (chairman), Cing, Barkley, Connally,
Gore, Costigan, Clark, Byrd, Lonergan, Black, Gerry, Guffey,
Keyes, La Vollette, Hastings and Capper.

'the CHAIRMAN. All right Mr. Witte, we will proceed.

STATEMENT OF EDWIN E. WITTE, EXECUTIVE DIRECTOR COM-
MITTEE ON ECONOMIC SECURITY-Resumed

Mr. WITTE. 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 posibility is the establishment of minimum standards
directly in the law. If you prefer, you can substitute for the present
providon-

The CHAIRMAN. That is section 4?
Mr. WITTE. Section 3 and paragraph (3) of subsection (e) of section

4. The provision is that the State law, must provide for payment of a
pension "assuring a reasonable subsistence compatible vith decency
and health." Yo ran substitute for that, if you see fit, a minimum
standard.

The third possibility is the one whieh appeared to our Conunittee
the most advisable, vesting in some administrative, official of the
Government the authority to determine whether tbf. 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 Economic Security that a
$40 minimum, for instance, is a proper stand erd in every portion of the
country.

The CHAIRMAN. 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.
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The CHAIRMAN. Well, Senator Wagner was merely expressing his
own opinion, that he was willing to go on with $40.

Mr. WITrE. And $40 is probably the minimum in New York City,
but it is quite a different thing in a remote rural section.

The CHAIRMAN. Well, he stated that in his testimony.
Mr. WxIrE. 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 n.imum of $30 or a minimum of $40, 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 GotE. Mr. Witte, do you 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. WiTTE. I think, Senator, there is equality here. The equality
isithat in the rural district as well as in the industrial communities
the allowances must be sufficient, with other income, to provide "a
reasonable subsistence compatible with decency and health." That
is equality.

Senator GORE. Here is what I am getting at. That is one 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
Congressmen and Senators and say, "I am just as food 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 terrific pressure on the part of those who feel
they are discriminated against?

Mr. WITTrE. That is one reason, Senator, why the limit of what the
Federal Government will pay is specified in this bill as $16 a 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. WITTE. That will be up to Congress.
Sneator GORE. Absolutely. Pressure will make them raise that.

This pressure is irresistible.
Mr. WIrr. 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 CHAIRMAN. 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 'ould 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 CHAIRMAN. 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. As I stated, Senator that is one of three courses that is,
open. It seemed to us more desirable to write a flexible standard, 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 -ould 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 to come
with a contributory annuity system. Second, I hlave estimates by
our consulting actuaries giving the same data. The consulting
actuaries' figures are considerably higher and take into account the
probable tendency for the pensions to increase in the course of time.
These tables give the best estimates that we can get on the probable
cost in the future. They are maximum estimates of cost computed
by our consulting actuaries, 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:)

TABLE I.-Amount of Federal subsidy to State old-age pension plans, ,tlhouf a
contributory system

(Estimate of the staff of the Committee on Economic Security, assuming (1) dependency ratio of IS per-
cent In 193, incrsing thereafter to maximum of 40 percent In 1961 and mbsequent yea (2) averae
yearly grant of $0 per month; (3) Federal subsIdy of one-half total payment. and one-half aiminVitra-
tile cost,]

Number re- Amount of Number re- Amount ef
Yea c"tving old- Federal sub- Year ctvng old- FederAl iub-

agegante dyntgers ($l000)(1.000) (SO0 Xi) (1,00 (61,00ts O

1936 .................... 897 1712 1953 .................... 4,10 62L6
1937 .................... 1,046 131.8 190.................... W,4 M.8
1938 .................... 1,231 151.2 196.................... 5715 7
1 39 ................... . 1,372 1728 1 ..........190 .......... 602 759.8
140 .................... 1, & 199.1 1975 ....... ........ 61405 807.0
1945 ................... 2,293 2810 1980 .................... 6.80%
1950 ................... 3,153 397.3

I Full-year cost reduced fr a&imintsttion lag.

TABLE II.-Amount of Federal subsidy to State old.age pension plans, icith con-
tributory annuity system also in operation

[Estimates of tht staff of the Committee on Eonomlo Security. assu. n (1) depo4eney ratio of 15 percentin I96 increasing thereafter to maximumn of 40 percent in 1061 andl suIsqop Uenr {2verage youly

grrnt of0 $2pqr month; (3) Federelsubsidyofon-alf total payments, Led one-half of admIlitrMv, cetjl

Number Amount of number Amoemt of
rrceiving Federal rlZt Federal
o sld-age sd Year sld- ud

1.0) (81,0000) M.CV) ($I000,0)

193 .................... 897 3712 16 .................... %114 20& 4
1937 ................... 1,046 131.8 1960 .................... 26 3339
i93 .................... 1200 11.2 1965 .................... a886 M23
1939 .................... ,872 1718 1970 .................... ,497 314.6
1940 .................... 1,680 199.1 1975 .................... 446 30.2
194 .................... 1.716 2162 19 0 .................... ,392 301.4
19w .................... ,88 216.9

I Full-year cost reduced foe administration lag.
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TABLU: llI,-Amount of )ederal eu8idy to State old-age-penuion plans without a
contributory system

lEuttirste of the consulting actuaries of the Committee on Eoonomle Sectuity, a.umins: (I)De endeneyratio ofl p5 ltin gtac, eaal.ng to 20 percent in 1917, 25 parent inl1938, 30 perti n 939, 13 per.
cent In 1940, an thereaftr, by 1 percnt increments, to rnaxinum of 50 percent inigI? and suoseuent

yer;(2) average total grant f82 pet month from State and Federsl Governments combid (3)
IYazl eubeidy of one-half of total costs. excluding that portion of individual grants In excess of $30 e
month and that portion of administration expenses in exess of 10 percent of total pension payments]

Number Amount Number Amountreoe| ing1 ofFdeaeceiving of FederalYear old-ine of Federal Year ol-age subsidy0l |g ubsidy rcavns 01uFe$er

($1,000,000) g ($1,000,000)

I9U .................... 897 13&.6 1M.................... 5,844 89. 7
1937 .................... 1,307 199.0 190 .................... 6801 1,035.
101 ................... I. ,765 28.7 196 .................... 7,169 1,091.
1M .................... 2,287 34&2 1970 .................... 7,33 1,148.9
1940 .................... 2.746 418.1 195 ................... 007 1,219.1
1945 .................... 3.31 52.8 1980 .................... 5.501 1,14.3
1950.................... 4,675 71LS

TABLS IV.-Amount of Federal subsidy to State old-age-pension plans, with con-
tributory annuity system also in operation

[Estimates of the consulting actuaries of the Committee on Economic Security, Assuming: (I) Contribu-
tory old-age-insurance plan In effect; (2) dependency ratio of 15 percent in 15, inceasIng to 20 percent
in 1917, 23 percent in 193SW 0 percent in 1939,33 percent in 1940, and thereafter, by I percent increments,
to maximum of 60 percent In 1957 and suibs'quent yeasm (3) average total grant of 25 per month from
State and Federal Sovernments combined; (4) Federal subsidy ofone-half of total costs, excluding that
portion of Individual grats In esms of $30 per month and that portion of administration expenses in
exces5 of 10 percent of total pension payments

Number Amount of Number Amount of

revin Federal rl Faedyew old-a1eg bsd Year ld-ages subsidy

($I,000,0 0) I ($1,000)

1936.....................897 166 1 ................ 3,752 871.3
1937 ................... 1,07 199.0 196 0................... 3,777 878.0
1938 .................. 1,768 268.7 16 ........... 3,496 &832
193.................. 2,287 345.2 1970 .................... 3,377 814. 1
1940 .................... 2,746 418.1 1975 .................... 3,344 50.
194. .................. 8.20 487.9 190 .................... 3,1.8 W 3.6

o0 ................... 8,25 5 3 7

Senator GoRE. What do you base that assumption on? Is it on
information that you received from the several States?

Mr. Wirr. No; it is the actuaries' estimate of what would be the
maximum cost. It is not what our committee believes will be the
actual cost.

Senator Gonn. Yes.
Mr. WlirE. On the assumption that every State will have a law in

operation July 1, 1935 and that all people now dependent would
qualify from the first Jay on-which, I think you appreciate and
the actuaries themselves stated is an over-estimate, because it does
not take into account what they call the practical lag-on that
assumption, and assuming that in the first year 15 percent of all the
people over 65 years of age will qualify-

Senator GoRE, Fifteen percent?
Mr. WITTE. Fifteen percent.
Senator GORE. Yes, sir.
Mr. WiTrT.. 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 increases in dependency and still more
because of the expected increases in the number of old people. The
final cost of oH-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
applicable only to employed persons. Forty percent of the persons
that are classified in the census as being gainfully occupied are not
employed persons, they are self-employed persons, 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 05 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 is all an esti-
mate. But this is true, that the pension costs will materially increase
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 Committee that
$50,0001000 will be sufficient. We arrive 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. That 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, taking
into consideration that 20 States do not have a pension law now and
while a considerable number of these States will probably enact
laws before July 1, 1935, they will not all do so at once.

Senator GOEn. 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. Wirr: 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. WirE. 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 wold reach that figure by 1950?

Mr. WI rE. I would be greatly surprised.



Senator GoRR. I hope that some curious historian will then check
the record of this day.

Senator HASTINGS. In that connection I should like to inquire
whether in your estimates as to the increase it is confined to the in-
crease in old persons only, or have you taken into consideration the
tendency, when you establish old age pensions, for the aged persons to
come into those bounties when they wodd otherwise get along with the
help of their children and other sources?

Mr. WrrA. 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 ill probably be very much greater than it was before the
depression. Our 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 GoREs. You mean of people 65 years of age and over?
Mr. WITTE. Yes, sir; our staff feels that that is too high an esti-

mate, based on the experience of other countries. Tha, Dominion 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 hes
been, in this period of depression, as you night expect, a tendency for
an increasing number of persons to get on the pension lists, because
actu ally people have been dependent--we have had them on therelief list and they 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 country.

Senator GORE. Mr. Witte, can that o on indefinitely with the
diminishing birth rate? I 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.

The CHAIRMAN. What do they pay on old age pensions in England?
Mr. WITTEs. 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. WrrrE. 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 COSTIGAN. 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. WIrE. 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. WIT'TE. 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. They
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 limit
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 pensions 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 COSTIGAN. 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. WITE. 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. WinrE. 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. WIrr. Yes.
Senator HASTINGS. What you are now talking about has nothing

to do with the contributory system?
Mr. WirrE. No, sir.
Senator BLACx. I understood you to say, Mr. WIT. that if the

contributory system was adopted that the $1,300,000,000 would be
reduced to probably $500,000,000?

Mr. WrITT. Yes, sir.
Senator BLACK. So that in that estimateyou did give that figure

assuming that the contributory system would be adopted?
Mr. WITTE, This contributory system outlined in the bill.
Senator HASTINGS. There is another question. I might as well

ask it here as some other place. Have you 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, 1937?

Mr. WiTr. The entire number of wage earners in the country?
Senator HASTINGS. Yes.
Mr. WITTE. The number is approximately 40,000,000.
Senator HASTINms. That is what I think-about 40,000,000.
Mr. Wrrr. Yes.
Senator HasTNos. Has it occurred to the committee what might

happen t t hislong-time planning if that 40,000 000 began to resent
that tax that they h, ve to pay out of their weekly wage?

Mr. WIrr... I presume 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. WITTE. The thing they would then be demanding would be
pensions without contribution. Now, as a matter of fact, Senator,
I think this depression has made people realize-even younger people
realize-the necessity for making provision for old age to a much
greater extent 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 HASTINGS. 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 year. 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. Wr E. I did not understand the figures, Senator.
Senator HASTINGS. That if you have 6,000,000 families and figure

them at a thousand dollars a family, and 16,000,000 at $2,000 a
family, and 20,000,000 families at $2,500 you would have a total of
$88,000,000,000 that those families woufd 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 get,
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. WITTE. I do not quite understand the figures. I have not had
an opportunity to examine them.

Senator HASTINGS. Assuming those figures to be correct, do you not
think those people will rise up and have a lot to say about it, have a
lot of complaint to make long before this thing is in 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
in 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 6 percent, of which they pay only half. They are contribut-
ing a great deal more than that.

let me also 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, employers 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 HASTINeS. This does not relieve them of those contribu-
tions though This supplants that, and they probably would have
to abandon 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
nothing like as good as the plan that now exists. Is not that probably
true?

Mr. WirrE. The industrial pension plans nill 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 HASTINOs. Ho only speaks for about a million and you
tax hero 40,000,000. That would make his answer not controlling,
so far as I was concerned.

Mr. WITTE. Of course it is a matter of opinion, Senator.
Senator HASTINGS. Yes.
Mr. WirrE. My opinion is, while there may be some feeling on the

part of the younger workers that they should not contribute, Ibelieve
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 they have had to bear the brunt
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 age, 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
passed?

Mr. WITTE. 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 dollars a year?

Mr. WITTE. I do not know of any studies of this kind. I think it
is a very large percentage, Senator.

Senator BLACK. And a very large percentage also, I would assume,
dependent on those families who are making undei $2,000 a year?

Mr. WirTE. The aged dependents are mainly in the group of popu-
lation that have had very small incomes.

Senator BLACK. And those groups predominate?
Mr. WIrTE. Those groups 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 i2-
security for the aged. As you make provisions, for the aged, the~e
people will realize that such provisions will help them.

Senator GoRE. That is, you mean the children will be relieved of
this burden and it will be transferred to the State, or to the taxpayers
generally?

Mr. Wirra. This burden, under the contributory system, will be
transferred to the employers and employees.

08
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Senator GORE. You are speaking now of the contributory system?
Mr. Wiric. Yes. The contributory systems is the plan for making

provisions for old age on other than a gratutious basii.
Senator GORE. It is your feeling that the children ought to con-

tribute, ought to continue to contribute to the maintenance of their
parents?

Mr. WITrE. To the extent of their ability; yes.
Senator GORE. Do you not think that there is as much moral

obligation oii the part of the children to support their parents as on
the part of the parents to support their children?

Mr. WITTE. I think so; yes, sir.
Senator GORE. In Russia they have a scheme, I think, under which

the State relieves the parents 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. WIrrz. No, sir.
Senator GORE. Now do you have in mind any report that embodies

or epitomizes the different plans in vogue in the different countries?
Mr. WITrE. We have submitted that in the record.
The CHAIRMAN. That, was submitted yesterday.
Mr. WITTE. 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. AVITTE. 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 BLACK. In England?
Mr. WrTE. They have them in every English-speaking country.
Senator GORE. In China their old-age insurance is producing large

families, producing as many children as they can, so the children can
maintain the parents in their old age. That is their method of old-age
insurance.

Mr. WITE. 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. WITs. No, sir.
The CHAIRMAN. How long has that policy been in vogue in China?
Mr. WIrE. I think for generations.
Senator 'GORE. Immemorial; yes, sir.
Mr. WirrE. It has resulted in a civilization such as we would not

tolerate. It has resulted in actual starvation.
Senator GORE. 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 wh9 prepared this
report.

Mr. WITTE. Thp 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 Committee 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. WIT E. Certainly.
Senator GoRE. What was your judgment and the judgment of the

Committee in reference to the so-called "Townsend old-age pension
plan "?

Mr. NVrtrE. The judgment of the Committee 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. WITTE. 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 levied by Federal, State, and local governments
combine, to take care merely of the people that are now over 60
years of age. It involves a prospective obligation of $250,000,000 000
to take care of these people that are now over 60 years of age. Tbat
is clearly beyond our financial possibilities.

Senator GonE. And you make a point of that, that it is an impossi-bility?b r. WITTE. Yes.

Senator GonE. Do you think the difference between that plan and
this plan is a difference of kind or a difference in degree?

Mr. WITTE. It is a difference in kind as well as in degree.
Senator GORE. A difference in principle as well as the large cost?
Mr. WITrE. Yes.
Senator GORE. You said yesterday that you are not a lawyer, and

so I will not ask you, but did aify 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. WITTE. 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 noncontribu tory system of old-age pensions, or from what express
power you deduce or draw the implied power to take the money out of
one man's pocket and give it to another person. It is interesting and
I would like to have it introduced.

Mr. WITTE. 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. Winrs. Senator, the Attorney General was a member of
the Committee. The Attorney General signed this report, and
no doubt he will be willing to appear before you on the question of
constitutionality.

. 116807-3.-1&-
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Senator GORE. I would be glad if he would.
Senator LONEROAN. Are you through, Senator Gore, with the

witness?
Senator GORE. I believe I am; yes. Go ahead.
Senator LONERGAN. Dr. Witte, who drafted this bill?
Mr. WITTE. The Committee had a counsel who drafted this bill,

Thomas H. Elliott. The counsel drafted the bill in cooperation with
the Members of Congress who offered the bill in the two Houses.

Senator LONEROAN. Did the Committee have before it copies of
laws of other countries?

Mr. WITrE. All of them.
Senator LONEROAN. And in part this bill has been copied from other

countries?
Mr. W rTE. 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 just 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. WITTy. Certainly.
(The document referred to is as follows:)

FEDERAL AID BILL-TuE CONSTITUTIONALrry OF THE OLD AGE ASSISTANCE BILL
(By Jomspa P. CxAwSIRLAix, of Columbia University)

(Reprinted from Hearing before Senate Committee on Pensions, 71st Cong., 3d se., on S. 257, pp. 99-101]
There are several Federal statutes which make or authorize appropriations

offering Federal aid to the States In conducting certain charitable, social and
educational enterprises. The acts referred to are the Smith-Lever Act (38
Stat. 372) agricultural extension work in State Colleges; the Smith-Hughes
act (39 Slat. 929), for training teachers of vocational and agricultural sub-
jects and paying teachers' salaries; the Smith-Sears Act (41 Stat. 735), Indus-
trial vocational rehabilitation, the Federal highway act (42 Stat. 212), and
the Sheppard-Towner Act (42 htat. 324), maternity and infancy welfare.

Doubt of the constitutionality of the Sheppard-Towner Act was expressed
In an opinion by the attorney general of Massachusetts, 1922. (7 Mass. Law
Quarterly, Mar 1922, 67.) As a result, two cases were brought to the Supreme

court to enjo n its enforcement. (Mass. v. Mellon; Frothingham v. Mellon,
262 U. S. 467, 67 L. Ed. 1078 (1922).) The first was brought by the State
claiming the act invaded the right 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 yield its reserved rights or to lose Its share
of the appropration. Considering the suit as being brought by the State In
Its own behalf, the court said, "We are called upon to adjudicate, not rights
of person or property, not rights of dominion over physical domain, nor quasi-
sovereign rights, actually invaded or threatened but abstract questions 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 by congressional action
to annul and abolish an existing State government 'with all its constitutional

o and privilege' presents no Justiciable Issue, as was ruled in Georgia v.
= n (6 Wall. 0,76; 18 L. Ed. 721, 724), no reason can be suggested why it

should be otherwise where the attempt goes 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 extending the option, and held
that the question of usurpation of power, when nothing had been done and nothing
was to be done without the State's consent, was not a judicial question, of which
the court would take cognizance, but a political question over which the court had
no jurisdiction. In short, the court decided that the act involved no State rights
protected by the Constitution and that there was nothing contained in it to lead
the court to find it unconstitutional as a usurpation of power.

It also held that a State cannot as parents patriae institute judiclalproeced.
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 reipect to their rela.
tion to the Federal Government, it and not the State represents them as parens
patrise.

The other case decided at the same time, Frothingham r. 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 increased the burden of future
taxation and thereby took the plaintiff'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 corporation, his interest in the moneys in the Na.
tonal Treasury is 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
enforcement of the appropriation.

These statutes and the old-age-assistance bill, drawn on their pattern, 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 inlringements by Congress on the State rights of local self-government
through the conditions imposed precedent to enjoying the benefits of the acts and
that accetns by the State would be void as an abdication of the State's
sovereignty Burdick, in S Cornell Law Quarterly, 324, argues that even if the
conditions did involve the ceding of reserved State rights, still the mere legislation
alone would be no unconstitutional act because it is ineffective until acceptance
by the State, and further than even after acceptance by the State actually involv-
ing delegation to the United States of some reserved governmental 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 test 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 quota Madison: "Interference with the powers of the states is no
constitutional criterion of the power of Congress. If the power is not given
Congress may not exercise it. If given, they may exercise it even though R
shall interfere with the laas or even the constitutions of the State." The State's
acceptance, then, would at most violate the State constitution and would raise no
question within the jurisdiction of the Federal courts.

But Burdick asserts that Federal-aid legislation has so far not involved dele-
gation of legislative 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 plan 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 purpose of controlling the administration of the
acts, but only to insure their fulfillment as accepted by the States. In these there
is no limitation on the State legislature or general administrative powers.

Federal-aid legislation has been attacked as an illegal exercise of the power
of Congress to tax and to spend money as granted in Article I, section 8, of
the Constitution: "Congress shall have power to lay and collect taxes, duties
imports, and excises to ay the debts and provide for the common defense anci
general welfare of the United States; but all duties, imposts, and excise shall
be uniform throughout the United States." Corwin in 36 Harvard Law Review,
548, ani 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 prevail-
ing instruction given to the phrase does not limit the scope of taxation and
exp. ",ure for the purposes of general welfare to the other specially delegated
powers of Congress as a son Interpreted the words, but rather that the phrase
as been given Its literal and comprchenuive meaning, limited only by the qualifl-
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cation that the expenditures be general and not local, lamilton's interpretation.
Madison's opinion appears in the Federalist, No. 41 (40). lie holds that the words
are limited not only by appearing in the clause relating to taxation but also by
being in the same section vkith the enumerated powers, and he construes them as a
mere general phrase explained and qualified by the recitation of particulars which
follow 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 liamliton in his counter argument (Federalist 1898, appendix,
p. 055-764), where lamilton understands the phrase as allowing Con gres s o raise
money for the purpose of general welfare, the only constitutional test being
that it niust I. for a general and not local purpose; but "the quality of the
object as how far it wili really promote, or not, welfare of the Union, nust be a
matter of conscientious discretion; and the arguments for or against 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, sees. 922 to 930, inclusive), and the broader interpretation'has been
accepted almost uninterruptedly throughout the history of the Nation as Corwin
shows at length in his larvard Law Review article. Story also clafis that in
that clause of Article I, section 8, is found the power to appropriate. (Story
on the Constitution, sees. 975-991, inclusive.)

No comprehensive judicial determination of the scope of the taxing power
under the welfare clause has been made. Examples of earlier laws passed under
the general-welfare clause are those making appropriations for agricultural re-
isearches, the formation of the Department of Labor, the Fisheries Bureau, and
the Bureau of Mines. The Morrill Act of 1862 (ch. 130, 12 Stat. 603) granted
public 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 h probable that the court would not undertake to question the comiti-
tutionality of am appropriation for general welfare, aid that general welfare is
,what Congress takes it to be unless clearly in violation of the constitutional
limitation. In United States v. Realty C6. (163 U. S. 427 (1896)) 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
any purpose it might choose to say was in payment of a debt or for general
welfare, hut declared that its decision recognizing a claim and appropriation call
rarely, if ever, be subject to judicial review. A moral obligation was recognized
as a icbt in United States Sugar Equalization Board v. De Ronde Co. (77 Fed.
(2d) 981, citing U. S. v. Realty Co.)

The power of the States to curtail their general powers to the extent of entering
into temporary contracts is well settled. McGee r. Mather (4 Wall. (U. S.) 143,
18 L. ed. 314 (1S66)); Sterns v. Minnesota (179 U. S. 223, 45 L. ed. 162 (1900)).

In summary, 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 clause, would probably not be reviewed by the courts,
and acceptance of the provisions by the States would be no unconstitutional
surrender of their reserved rights and is within their power of making temporary
contracts.

William 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
involve 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 involving 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 performance 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 IllI of the Constitution the judicial authority
did not include the power to restrain a representative of the executive branch
from carrying into execution an act of Congress where the controversy called for
A decision 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. WITTE. 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 notstay within the confines of any State during
their lifetime. No State has attempted to do it.

Senator 1tASTINas. Do they have contributory systems in other
countries?

Mr. WiTT. The anal-sis of those laws has been filed with you.
All European countries have contributory systems, or substantially
all countries. The English-speaking territories outside of Europe-
Canada, New Zealand and Australia-have noncontributory pensions
only.

senator CAPPER. Have the laws in these other countires been
successful?

Mr. WITTE. I think that is generally condeded. The very fact
that they have been copied and adopted in other countries in the
world, substantially in even- country in the world is evidence of at
least a reasonable degree of success.

Senator BLACK. Have any of them abandoned them?
Mr. WITTE. No, sir.
Senator LONERGAN. Doctor, you remember yesterday at the con-

clusion of our session, I asked you if you could give us the estimated
number of beneficiaries 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. WrTTE. I have those tables here.
Senator LoNEJIAN. Will you place them in the record?
Mr. WIT'rE. Certainly; if I am permitted to do so.
Senator hfASTINGS. I 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. WITTE. I thought I did that, but I 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. WiTrE. That is in title 4--the contributory system.
Senator HASTINGS. Yes; that is the contributory system.
Mr. WITTE. Yes.
Senator HASTINGS. I have been trying to figure it out. It is found on

page 25 and I would like to have you put in the record jiu.t whtt a
manll, for instance earning $100 a month and who has poid in for a
certi-in length of time, would get under this provision. I can figure
that out fairly well, but I have some difliculty in figuring out what it
would be on page 27 tnder paragraph 2. 'hore seenis to be a dis-
tinction made between paragraph I beginning on page 25 and para-
graph 2; there seems to be a distinction made after the man begins
to pay. When the man begins to pay after January 1, 1042, does



96 ZOONOMIC SEOUMITY ACT

that mean that lie did less than he would under paragraph 1 of this
section? I have read several times but I cannot quite understand
what he would get under that paragraph 2?

Mr. WITT. 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 CHfAjRMlA,. They may be put into the record.
(The tables referred to are as follows:)

TABLE V.-Illusfratire annuities under proposed plan payable to persons wtco enter
the system during the frst 6 years

Age of worker Years to
In 1937 retire.meat

60 ...........
s9 ...............
6 ...............
67 ...............
66 ...............
63..............
54 ...............
63 ...............
|2 ...............
|1 ...............
60 ...............
49.............
48 ............
47 ............
46 ............
45 ............

43 ............
42 ............
41 ............
40 ............

MNCthly annuities at
s,6 DF6s5,:1 0on aver-
sge monthly wage-

$50 $1001 $150

$7.50&O
& 50
9.00

10.00
11.00

13.00

1&500
1&.00
17.00
1U.00
19.00
20.00
M O

20. O

30.00
100

21OO

$22.60
24.00
2& 50
27.00
2&.50
30.00
300
3X00
39.O
42.00
4& 00
4.00
51.00
54.00
67.00
6. 00
8" 00
60.00
MO.0
6. 00
0.00

Age of worker
in 14.47

39 ...............
38 ...............
37 ...............
6 ...............

U ...............
34............
33 ...........
32 ...............
31 ............
30 ............
29 ............
28 ............
V27...........
26 ............
25 ............
24 ............
23 ............
22 ............
21 ............
20 ............

Ye 2rs to
retie-
menit

26
27
23
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
43

Moothl annuities atage Usbsed on avr-r
age monthly wage-

$ $100 $150

000 40 0000
20.00 40 mo.oo
2n00 40 000
20.00 40 am O(
20.00 40 60.0
A00o 40 MOD
20.00 40 60.002a0 O 40 M 00200 40 60.00
2D.00 40 M 00
2a100 40 C0.00
2a 00 40 ftow20600 40 M 002100 40 60.00
20100 40 0.0
20.O 40 6009
A00 40 0.00
24.00 40 60.00
20.00 40 00 0
02.00 40 600
20.00 40 60.0o
2D.00 40 60.0

TABLE V.-Illusfratire annuities under proposed plan for persons entering after1945

Yets of oontributlon

& ...........................
6 ...................... ....7 ...........................

..........................
9 .........................

10 ....................
1 ..........................

12 ..........................
........................

14......................
is ............ .........
16 .............. .......
17......................
is......................
it......................
OD......................
21......................
22 .....................
23 .....................
24 ...................
25 ............... ......

Monthly autles at
at 6 beon aver-
age monthly wage--

50 1$t00 $150

$5.00
5.50600

7.00
7.50
&.00
&650
9.00
9.50

10.00
1M 50
11.00
11.10
12.00
12150M OO
13.00
1&.5014.00
14.50
1 5,00

$13.00
1& 50
1&00
19.6021. O
11.00
21.00
23.502.00

30.00
31.50
33.00
34.503&WO
37.50
39.00
40 60
43.00
43.50
45.00

Years of oontributloa

26 .......................
27 .......................
32 ..........................
29 ..........................
30 ..........................
31 ..........................
32 .........................
U ..........................
31 ..........................
33 ..........................
36 ......................
37 ..........................
3 .........................
39 ..........................
40......................

43..........
44 ....................
45.....................

Monthly nnuites at
age 65 based on aver.
ag monthly wage-

.50 1$e0 1 ISO'
$1&50
1&.0016. 50
17.00
17.50
13.00
1&50
19.00
19.502100
1.850

21.00O11.50

2150
2400
24. 50

2.00

$I& so
45.00
49.50
$ 1.00
52.50
34.00
630
57.O
00.00
61.50
63.00
64.50
ft 00
67.60
(2.00

7M5072.00
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Senator HASTINGS. The temporary and the permanent plans?
Mr. WITTE. The temporary plan, Senator, is the plan in operation

for the people 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
60 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 man only contributes
5 years, the interest earnings are relatively slight, but for a 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. WITrE. lie gets $40.
Senator HASTINGS. He gets 40 percent of that?
Mr. WITTE. Yes.
Senator HASTINGS. Suppose lie starts in in 1942 and lie is 45 and

pays in until he is 65, what does lie get then?
Mr. WITrE. He would get less.
Senator HASTINGS. How much less?
Mr. WITE. 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 illustration of it.
Mr. WITTE. He does not start at 45 in 1942, he starts at 20.
Senator HASTINGS. le may start at 45.
Mr. WIrrrE. If he is an immigrant, or something of that sort.
Senator HASTINGS. He might be out of a job.
Mr. WITTE. You mean he has not worked up to the time he is 45?
Senator HASTINGS. Yes.
Mr. WITTE. That certainly is a very exceptional case.
Senator HASTINGS. That is true, but it illustrates what I am

getting at anyway. I am just trying to get the percentage, 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 begining
January 1, 1937, would get 40 percent, while the man who paid in
for 20 years beginning with 1042 would only get 25 percent, I would
like to have you explain the fairness of that, andyou explain the
fairness of it by sa g that it is practically impossible for him to be
45 years old when e comes in in 1942.

Mr. WlrE. The idea is, Senator, that we are trying to give an
unearned annuity only to the people who are now nearly old, who
have been working and haven't had an opportunity to build up pro-
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

eriod of life ahead of him and he gets, after he has made his contd.
butions, a larger return than is possible to the person who is now
half 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. WIrTE. No.
Senator HASTINGS. Suppose lie continues to get $250 a month until

after 1942 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 pay in for 20 years, and in that instance he would only get
25 percent against the other 40 percent.

Mr. WITTE. But he had the $250 for 20 years and he should have
made some provision for his own old age.

Senator IIASTINGS. I am not complaining about it at all, I am just
trying to find out what it means. I could not quite work it out. I
did not quite understand why the difference should be made.

Mr. WiT E. I understand'that these tables have been received in
evidence, Senator. Those tables will give you the story.

Senator COSTIGAN. 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. WITTE. Certainly. The list of actuarial consultants and the
list of the other advisory committees is given in the appendix to the
report of the committee which was filed in Congress.

Senator COSTIGAN. Also the reports to the committee?
Mr. WITTE. 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. ou are submitting the entire net reslts, the
entire story?

Mr. Wiv. Yes.
The CHAIRMAN. Will you, for the sake of the record, furnish that

data?
Mr. WITTE. Certainly. (See pp. 323-324.)
The CHAIRMAN. The printed report, other than those that appear

in your testimony?
Mr. WITTE. We have no other printed reports Senator. We will

beglad to include in our testimony any data that we have.
The CHAIRMAN. Now, Mr. Witte, the Seeretary of Lbor, Miss

Perkins, is ready to proceed. I am sure you will be glad to defer to
her and let her go on.

Mr. WITTE. Certainly.
Senator LAFOLLETTE. There is just one question I would like to

ask Dr. Witte. Do tWe actuarial consultants all agree that each
one of these plans was actuarially sound?

Mr. WIrrE. Actuarially sound; yes. The tables that we have
presented give the estimates as to cost.. l e have had a number of
actuaries of very high reputation on our own staff; plus these we
assembled a connittee of actuarial consultants--outside actuaries-
who went over all our actuarial computations and approved the
estimates.



ZOONOIO SROURITY AOT 99

Senator HASTINGS. May I inquire whether or not any aotuary
has made an estimate of how much money it would be necessary to
have now in a single fund to support this plan?

Mr. WITrE. To support this plan, the contributory system?
Senator HASTINGS. YeS. Suppose, for instance, in order to

supTort it you had a fund draving 3 percent interest, has anybody
ma 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. IY instead of
annual appropriations and fonn of taxes to take
care of thew parents this section w have.palled yourattention to, name on 405, pagraph 1 and y are going
to put that in exi noe and wanted a fund to su t it--? was
wondering wheth any actuary had ted how arge fund you
would have to ve at the t we in tect?

Mr. Wrrrz. 17,000,0 , i. t Imes that inlead of
levying tax on sup t Bi interest. If ya fund
on the Sam asis the0 ri ti etra nsions t sum
would be o a little sm e f th e o ndpl yo
would p eo e r figures te ve nporp in
a suit in -Ang where o h ad su anot r for sept *on
dollars. at woul x I t u would ave
to have f ded if u w to sp rt Townsend plan m
interest e ngs.

Senator ORE. WeO 0otha o t presses ,Mr. W, . Yes , ! I
Senator G s. here is one q n. B lie the % stitu-

tionality of t bill as you dobecto to the
insertioninthe illofapro on auth n i. payer associa-
tion of taxpayt test the t o it?

Mr. WiT". I t that is their right, isn't it, Senat
Senator GORE. I not think so under the F ham case.

The Supreme Court h at there was no wa thingham could
get into court.

Mr. WTrE. Would an act of ongress make any difference?
Senator GoRE. I think so.
(For the remainder of Mr. Witte's statement, see p. 187.)

The CHAX1ilN. Miss Perkins, just proceed in your own way in an
explanation of this bill, please.

STATEMENTOF HON. PRANOES PERKISS, SERITARY. OF LABOA

Mr. Chairman, I am very appreciative of your, offering me an
OpROrtunity.f.t this time to make a statement with regard to the bill
which is bf ore your honorable body, and with regard to the principles
which the President's Committee having the matter in charge con-
sidered, and with regard also to various recommendationzwhkh theymade. .

AS yogaknow, last Jpine, after, the President's message to Congresa,
he appointed a Commnttee on Economic Security and asked its merw-
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 Emergency Relief,
has 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-
nicaland difficuk aspects. The staff engaged was familiar with one
or another phastj of the problem. It also discussed these problems
with the technical board, which consisted of persons already in the
employ of the Gvernment, and themselves capable judges in the field
in which the special investigations were being made. We therefore
feel that we have, while not necessarily a perfect system, one which
represents a conservative, 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.

The President's message outlined to Congress some of these major
hazards whi,:h many citizens face at one time or another. It em-
phasized that there is a problem of dependency in childhood which
is sometimes very devastating to the immediate present of the children
and also to their future life. The message intimated that there ought
to be some regular provision for the care of children and for bringing
all the children under the benefits of a 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
in recent years, the hazards of the wage workers in the United States
of America.

We have all come to recognize, I 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 sifts of people who are strangers to them. In
addition to the combination of these hazards, together 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. We have to recognize that these factors,
although each exists alone as a hazard to security, may be combined.
In any one particular family you may have all of these factors spelling
a ruination of that family's prospects.

Most of us here recognize 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 himself, and our way of life in these days, our method of living by
manufacturing and by merchandising, and only partly by 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
by the Government to protect its citizens against some of these worst
hazards.
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All of us realize that originally, in more primitive society, matters
which pertained to the security ol 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 b any lack of wisdom
on the part of those 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 have recognized that the Federal Government has
for the first time, in stepping into the picture in the form of relief,
realized the general national responsibility 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, a 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-
plicated in evidence of the sound statesmanship of your honorable
body. 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 least for the present, the
problems incident to the other forms of dependency, are partly
national and partly local. When a national ciisis engulfs the oat
majority of the working people, unemployment is clearly a national
problem, as we have all recognized in these last few years. In normal
times, and even during periods of slight or ninor 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.

We have come to recognize that no local government and no indi-
vidual employer can be held responsible for the unemployment which
accrues 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 that due 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, therefore, properly be assessed as blame upon
him, and he should properly, under the stimulation of his local and
Stats governments as well as of the National Government, be urged
to find ways and means to prevent the very unemployment which
forms a real cause ofpoverty 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, creates 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 is affected under such conditions,
but the$suffeting is not the same in degree. Some people are put in
the position of complete destitution by a depression which causes un-
em ployment, 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 it
small but regular income for those who are put out of work during
periods of depression through no fault of their own, for those affected
for 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 movements of industry rom one section
of the country to another. For instance, the general trend of one
industry from New England States to the Southern States hav, put
out of work in the New England States a large number of people who
were formerly attached to that industry. For those who wore !eft be-
hind in those eastern industrial States there was a prolonged period of
social readjustn'ent for which no particular provision was made, and
which constituted, in those States, a very serious cause of destitution.
So, all things considered, it seems wise to take steps in advance to
provide for a steady income to people when they ae unemployed
through no fault of their own, a steady income to people who are
old and therefore no longer in a position to earn their own living,
and a steady and certain method of living for dependent children
who are deprived of their natural breadwinners whilo they are still
young and dependent. We should provide, too, for at least such
assistance as is necessary to provide proper medical care to persons
whose incomes are taken away front them by the fact of illness either
of the breadwinner or illness of soine important member of the fan- ily
wwse 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 devastatedd by any unfortunate circunstanco.

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 ill relate to
the same general group of people in the community, those who work
for wages, whose opportunity to make a living depends upon 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 purchasers of the
mass production of our great community and at the same time suffer
the lack of sufficient funds to tide themselves over unfortunate periods.

In thinking of the validity of a 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 mass 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 purchasers with money in their pockets, the wheels of that
industry cannot keep going on ihe basis of a large machinery invest.-
ment, a large building and plant structure investment, a large inyest--
nient in overhead of engineering and the management skills neceissatv
to keep ip the mass production. So we must anticipate in the future
the building tp, within this community, of a large and steady
purchasing power for a laige number of people.

Senator COSTIoAN. 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 PE~iIIS. I think the administrative expenses would be
greatly increased, 'sir. I also think that if these bills were adopted
piece'teal over a period of years the total cost upon the industrial
system would undoubtedly be larger eventually. All of us are con-
cerned with the fact, for'instance, that ol agei in many instances
today begins at 501 if the 'Man who is laid off for some reason or other
during the deprepson finds he cannot get back to work on the theory
that he is too old. We could gradualy be asked to extend our old-
age coverage to cover a man of that age; but no industrial system
which any of us shots up today could possibly afford to maintain all
thd people over 50 years of age who happened to be without w'6rk.
But if we think of it as a problem of unemployment, if we think of
the mian of 50 as being a part of the unem poyment problem and
realize 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

1ay, as a group, expect his services and his energies and abilities to
be fufifed in some form of public work or public service during the
years between 50 and 65, when he becomes superannuated according
to any 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 CHAI UAN. Miss Perkins, would you prefer not to be inter-
rupted until you have made your first statement?

Secretary P saNa. Perhaps I was getting loquacious, sir.
The CHAIRMAN. 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 PtiKiu.. I shall do whatever seems best to you, sir. I
will try to'be quick and to run over what I think will be the outline
of the case first.

The old-age problent is stated in this bill in two ways. First it
recognizes that we have the present aged, those who are now 65 year
of age and over and who ate needy. Some method must be found of'
providing for thei. The Conunitteo on Economic Security, after
canvassiig the situation, thought it best to recommend 6 your-
honorable body thatthere should be provided a system of old-age
pensions. By the word "pensions" we mean free, noncontributory
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allotments for the support of aged and indigent persons. There
should be a system of these old-age pensions based upon cooperation
between the states and Federal Governient. 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 been 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-
propriation, there is nothing to prevent it. However, in order to
bring some reality to the study of what might eventually be expected
of the Federal Government, it 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
generous States at this time. Only two States, Massachusetts and
New 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 is, 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
whioh, 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 instance s that poor
counties have founA themselves with an undue proportion of the
aged and indigent, and have been unable to meet the demands upon
them. The law on the books is therefore practically ineffective. It
has been felt that we should make it a requirement that the States
must, in every case, make a contribution themselves, and must make
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 the 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
method 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 oe 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 the country. A part of the benefit of tl' pension is that
it supports the individual and takes him off the relief 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 manu-
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 and clothing and a decent place in
which the fellow lives?

Secretary PERKINS. I think the two things are 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 create 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, the Townsend plan would create the
greatest purchasing power of any, would not it?

Secretary PERKINS. It would create it perhaps for I month.
Senator IASTINGS. If that is true, that the purchasing power is

important, why limit it to $15?
Secretary 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 was very unwise to make a raid on the Treasury for a matter
of this sort, and we should keep these original appropriations within
perfectly safe limits. If we fird 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 keep this whole appropriation within quite definite limits.

Senator HAsTINGs. 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 purchasing power of the country
might be increased. I assumed all the time that the old-age pension
Dian was to make certain that the person receiving it had principally
14ood 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 judg-
ment it is of equal importance that the purchasing power of the
country be increased. That is what I understand you to say.

Secretary PERKINS. Yes, air.
Senator HASTINGS. All right.
Secretary. P KiNs.,Because insofar as the purchasing 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
their normal part in the life of the community.

Senator HASTINGS. I hd assumed the purchasing power part of it
was merely incidental and not an important part to be considered.
.ecretary PERKINS. Perhaps I overstated the importance of main.

training purchasing power, but I think that it is a matter so related to
the maintenquce 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 ini-
portent to the community insofar as he spends his money.

Senator HASTINO. I should not have interrupted you except I
thought you had overestimated it.

Secretary Pzwtxws. Thank you sir, for your interruption.
Senator CONN4,LY. You woula not recommend that they spend

each month their allocation in order to get the next month's pay?
Secretary PERKINS. No sir
Senator LA FOLLETTE. it probably would be necessary.
Senator CONNALLY. It may not be necessary. That is the feature in

some of these plans. I did not assume it was in this plan.
Secretary PERKINS. Whether the allowance is small or largo I think

to require it to be spent within any 30 days would not result 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 may, when they come to the ao of 85, have
as an earned benefit a certain monthly allowance, which they have
regularly built up over al the years of their working lifo.

We have tried to follow the injunction to make this a self-maintain-
ing system, and to provide that the contributions in the form of
prenuum by working people and their employers over the years of
their working life shaU be sufficient to guarantee an earned income,
to which they have a contractual right, which they do not have to get
as a matter of need or poverty but which represents a percentage 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 gradually over 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.

Senator BARKLXY. It is rather good reading after the life of the
insured.

Secretary PERKIS. But most of us, during the life of the insured,
do not read it. Sometimes after the life of the insured we read it with
some astonishment. Life insurance, however, is much more thorough-
ly understood 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 policy 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 being a relatively
simple and easily understood method of insurance. It is based on the
conception that there should be payments made regularly by those at
work, those who are employed, and by their employers, in equal
amounts. We have suggested that the contributions begin at the
rate of I 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 wiU be neces-
sary, in order to support this system of payments which are recomi-
mended in the bill, to anticipate that eventually 6 percent contribu-
tions will be needed--23% percent from employers and 2% percent from
employees. It seemed better to us not to suggest imposing this tax
immediately because, first, it would be possibly soniothing of a shock
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 ,reatly exceed the outgo because the vast major-
ity of those contributing will be young or relatively young[ and there-
fore wilt make contributions in excess of the amount required for the
retirement of aged persons.

In order to make the system entirely self-supporting, however, and
to provide relatively large annuities for persons who are nqw 60 and 55
and therefore will not have the opportunity to pay over a long period:.
of years, it will be necessary either to borrow front this fund which is
contributed only by those wbo are now young, or to put thq original
payments at a muh higher level than 1 percent. If the initial ti
rate is 4 percent., you could carry substantial earned annuities to
those who are now 60 and 55 years old. Or we cold anticipate a
relatively long period in which there is a borrowing from the fund
contributed by the ;younger people to pay tie annuities to persons
who become 05 but who at tMe beginning of the system, are 0, 655,
and 60 years of age and therefore get to the retirement ago before
they have had tie to build up, by individual contributions, a re.erve
adequate to meet the payments which they can naturally expect.

I think most of usg in looking at the picture, would not be willing;
to accept a system i which persons now over 65 years of age axe
entitled to a free pension because they are indigent and in which
persona who are now 30 yeais of ago, bY making tho.contribitim,
can assure 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 65-
can look forward to an annuity of only $10, or $8 per mlonti. The
group that will receive, at the age of 65, only theii earned benpcrLs,
under the insurance scheme would be getting too low a Sun either to
satisfy our sense of social justice or really to provide them with the
thing; that they need.

Therefore it seems best to include in the system peosoAs who axe
now too old to make full contributions to their own old-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 r years and then, at
some later date when the fund gets to the point where the cael s
uponit become greater than its annual income, pay out of appropria-
tions of the Governrpent what is owed to the tuna on those acumu-
lated borrowings.

1'seoT--ss.-----S, ,
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Senator LA FOLLVrE. Have you any estimate as to what those
appropriations would be?

Secretary PERKINS. You mean at a future date?
Senator LA FOLLEIrrE. Yes.
Secretary 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 beginning
at that time there would have to be an annual appropriation which
would work up to a peak about 1980. In 1980 you would come to the
point of making the largest annual contribution, and from that time
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 whlch 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
paid by the Government, to aed people will be greater. That is,
if you make annual appropriations 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 paid 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
accumulation of a very large reserve fund, which would inevitably
be created, if you took in 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 Treasury, and from the point of view of financial
management that it was wise not to let the reserves become too
large. Fundamentally, 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 i a regular insurance company in order to
preserve the security of the fund.

The security of the bond rests upon the security 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.

Their security rests back eventually upon the credit 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 tie interest
annually to them, which is due upon those bonds.

In this case of a Government-operated old-age insurance you have
the credit of the Government itself as the basic part of the reserve
structure. Therefore it has been thought. best by those who have
specialized on the financial side to recommend that the reserve should
not accumulate but that the collections annually shodd not be
allowed to build up the reserve but that we should use them by
borrowing from-them to pay out the annual claims as they come up
currently. It is perfectly possible to make a revision of thnlt without
impairing the system at all and to provide either that the fund shall
be self-maintaing, with regard to the persons now 60 years of age,
by putting a larger tax on pay rolls originally, that is an assessment
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up 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 60, become 65 before they have earned the benefit
under the insurance system. If they have earned the benefit of $10
a 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. We know the problem, and it is
a question of policy, really, as to which is the best way to provide.
We thought it wise to recommend the borrowing system.

Senator LA FOLLE.rTE. 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 these two alternatives that you have
suggested in order to make the fund sound from the beginning?

Secretary 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 eventually 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 1946 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 contributing. 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 wlch they are paid annuities.

Senator LA FOLLITTIE. As I understand it under the plan set up
in the bill you are going to borrow so heavily from 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 oi that trouble. But you are starting -ith the problem of
what to do with those who can inako only partial contributions.

Senator LA FOLLETTE. I am not suggesting that you postpone the
pay or that you pare down the benefits to those who are now approach-
ing the age of 65, but knowing a little something about the reluctance
and the difficulty of getting taxes increased, even in the face of the
extraordinary expenditures already made for recovery efforts, it seems
to me a little bit optimistic to assume it will be so easy to get that
billion and a half dollars in 1980.

Secretary PERKINS. Vell, sir, I have only this to say, that I think
we certainly are entitled to anticipate that out of measures of this
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sort there will come a substantial increase in the total national incoire.
We are beginning to appreciate that income 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 moves more rapidly and you get that increase
in national. income out of which taxes flow rather naturally and
rather easily.

I realize 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
ycars'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 tip your reserve or whether it is better not to build up
your reserve anpay as you go. We caine to the conclusion that it was

etter, from the point of view of maintaining and budding up the na-
tional income, not to build up the reserve but to pay as you go. You
could impose taxes earlier and repay the borrowings in partial pay.,
mental every year over a long period of time and so m ake the total
much less in the end, but you vould be doing just the thing we were
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 are authorities much wiser than I am
on the question of that particular policy. The people in theTreasiry,
and those associated in the Treasury, in financial advice, have given
that nAter rjuch opsioerstion. .naturally am bound to be advised
by those who know more on that s'ibject and have a wider experience
than have I in 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 the
borrowings we did build up the reserve, because the reserve % Ki be;
invested? After all, that would be a matter of bookkeeping.

Secretary PERKINS. It would be a matter of bookkeeping.
Senator BARKLEY. That appeals to me because 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 txe thing off the books.

Senator CONNALLY. W e could more easily pay back what had been

Secretary PERKINS. These bonds, in nny event, would be Govern-
ient bonds. It rests upon the integrity and the security of tho

Government, in either event. I hope very much that you wiI 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 economic crisis, I found the willingness of the Congress
and Executive in both instances to tax being marked by its absence.

The CHAIRMAN. Miss Perkins, it is now 12 o'clock and the com-
mittee will have to go to the floor. Could yon be here, in the morning?

Secretary PERKINS. Yes, sir. -
The CHAIRMAN. Would 10 o'clock suit you?
Secretary PERKINS. Yes, sir.
The CHAIRMAN. Thanhkyou. The committee wll 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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FPR AY, JANUARY 25, 1935

UNITED STATES SENATE,
CoMMmirrs oN INANCE

Vashing on, D). 0.
The committee met, pursuant to call, at 10 a. m., in the Finance

Committee Room, Senate Office Building, Senator Pat Harrison
(chairman) presiding.

Present:S enators Harrison (chairman), King, Walsh, Barkley,
Connally Gore, Costigan, Clark, Byrd, Lonergan, Black, Gerry,
Guffey, (ouzens, Keyes, Metcalf, Hastings, and Capper.

The CHAIRMAN. Mliss Perkins, you may proceed where you left
off yesterday.

STATEMENT OF HON. FRANCES PERKINS, SECRETARY OF
LABOR-Continued

Secretary PERKINs. I think, sir, that I should perhaps begin at
this point on the-discusatw-&,! the part of this bill which deals with
unemployment insurance.

The CrFAIRMA X. I think you have finished with reference to the
pension feature.

Secretary PERiKcIs. I think I have finished all that I personally can
develop on that.

The CHAIRMAN. Are there any questions any Senator desires to ask
on the pension feature that was discussed yeterday? If not, MissPerkins you may proceed with the unemployment-insurance feature
of the bill.

Secretary PERKicS. I should like to say with regard to unemploy-
ment insurance that the circumstances f the last few years have
certainly impressed most of us with the necessity of making prdinii-
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 they affect localities, States, and even the
Federal Oqvernment.

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 buy the necessities of life and therefore
helped to make a market for the whole community. That, of course,
in its own turn, has a very definite and advantageous effect upon
employment in other jn6s than in that first depressed.
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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 PERKINS. No, sir; that is not quite correct. This bill
that is before you is merely a tax bill. It imposes a tax upon the
pay rolls of all employers, which they pay into the Federal Treasury.
This 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. Tie 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 CHAIRMAN. IS that up to 90 percent?
Secretary PERKINS. 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 othor 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 PERxiS. 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 determine in its appropriation bills. In other words, there is no
advantage to the State m 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 having a 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 Government 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 CHAIRMAN. 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, so that the funds are in the custody of the Treas-
ury and therefore subject to the same care in every State. Also under
this plau you get the 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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Senator COUZENS. Now you spoke of the committee that worked on
this.

Secretary PERKINS. Yes, sir.
Senator CouZsENs. Did that committee reach any conclusions as to

the question of contributions from employer and employee?
Secretary PERKINS. Our recommendation is that rather than a

national system, that is, a Federal system ruh by the Federal Govern-
ment, that there should be State insurance systems under laws by
the States.

Senator COUZENS. I quite understand that.
Secretary PERKINS. The State should be free to make any kind of

law it wants with regard to the source of unemployment insurance
contributions or with regard to other matters.

Senator CouzENs. Miss Perkins, you understand there has been a
good deal of discussion about the Federal Government taking the
leadership.

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?
Secretary PERKINS. Yes, sir.
Senator CouzENs. Will you tell it to us?
Secretary 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 are unem-
ployed how the fund should be collected. That is not a significant
matter. That is a matter of policy, as to how and from whom you
want to collect the assessments. We have, therefore, thought it
better to recommend to Congress that the States determine that for
themselves in each case. WVhether 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 is a matter for each State legilature to decide.

There are three general points of view with regard to bow these
contributions should be collected and different people hold different
views. The States 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 poht
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
we have thought it wise to recommend to the States that they decide
for themselves, as to whether there should be employer contribution,
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
population and the number of persons in the State who are going to
be 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 apples to States where they have relatively a
small population, with only two or three prominent industries.

Senator WALSH. You leave it to the States to determine the amount
of insurance to be paid?

SecretayYPERKINS. Yes.
Senator WALSH. You leave to the States the method of collecting

the fund, of raising the money. Now do you leave it to them as to
how it should be paid?

Secretary PERKINS. Yes, sir; as to how it should be paid, how long
the waiting period shall be.

Senator WALSH. Does not the bill fix that amount?
Secretary PERKINS. They have to pay the 3-percent tax to the

Federal Goverinment 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 v.-ith the length of the
waiting period, naturally. If you have a long waiting period you may
then have a longer period of benefits. If you have a short waiting
period you will have a shorter period of benefits, naturally. It will
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
committee studied the question of the wages provided in N. R. A.
codes?

Secretary PERKINS. Yes, sir; and they took into consideration the
general 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 perpetuated-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.

Secretary PERKiNS. In some casea, sir, there are State commis-
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 leeway for a deduction from the em-
ployees, when they are outrageously low. I 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 unemployment in turn.

Secretary PERKINS. Senator, if I were voting in the legislature of
the State of New York, of which I am a resident, I should certainly
vote against any employee contributions. I agree with ,you in
practice as to the sources of collection. I am opposed to employee
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contributions. I think they are unnecessary, trotiblesomo, 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 freedom 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 sone
experience in this country with regard to particular methods of con-
tributions, as well as with regard to the matter of whether the funds
should be pooled or whether they should be plant reserve funds. If
I A cr0 voting in the State legislature I would vote in favor of a pooled
fund rather than plant rmerve 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 experiment with them, believing
they have a now idea, a new conception that may be utilized to oper-
ate to prevent a certain amount of unemployment. I do not think
that we ought to cut off the people in the States from any experimen-
tation that they want to give to various aspects of this problem,
provided only that the Federal Government assures itself that the
funds received are properly taken care of and are used for the benefit
of the unemployed. With that I believe the States should be per-
mit ted considerable freedom. Wo shall probably get a better systemn
at 20 years of experimentation than we will have by enforcing generally
at this time my view or somebody elso's view as to how the funds
should be collected. As you know, there is a great difference of
opinion among honest, informed people as to whether or not there
should be contributions from both sources or from only one source.

Senator COUZENS. I am not trying to force the States to adopt any
policy. It has been stated over and over again that the Federal
Government should be the leader. I am not trying to force the
States to do anything, 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 CHAIRMAN. You do that, don't you?
Secretary PERKIN&S. No, we do not. We voted to allow the States

considerable freedom.
The CHAIRMAN. I thought you said the States called on you for

suggestions and you had certain suggestions to make to them.
Secretary 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, which is a
Federal tax, is collected from the employers alone and not from
employees.

Senator 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 PERKiSs. Yes, air.
Senator COUZENS. While the employee has no chance either to get

his wages raised or to pass it on.
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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 PERKINS. 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 those 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 employees?

Secretary PERKINS. The reduction in hours in some instances
reduced the total weekly earnings of those in the highly skilled groups.

Senator WALSH. That is one of the claims in the textile industry,
isn't it?

Secretary PERKINS. Yes; it is one of the claims, but that is not
quite so, because there was an increase in the actual amount of
employment over a year, so that the total earnings did increase.

Senator WALSH. 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.

Senator COSTAN. Miss Perkins, is it a fair conclusion from what
has been said that the codes have operated to raise the minimum
wages?

Secretary 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 *ups? t

Secretary PERKINS. Yes; the total annua earnings of those who
were in the lower groups.

Senator BARKLEY. 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 intricate. You cannot make general answers from hear-
say.

Senator KiNo. Perhaps the question I will propound is not ger-
mane to the general discussion.

Secretary PERKINS. I may not be able to answer, sir.
Senator KINo. I think you can. A number of complaints have

come to me from persons who were conducting what might be denomi-
nated smaller business enterprises and they claim that the codes have
compelled them to shut down entirely. I was wondering whether the
closing out was sufficiently great, whether there was a sufficient
number if those in the snialier industries and businesses as to reduce
in the aggregate the number of employees who belonged to the mini-
mum wage class.

Secretary PERKINS. I think I am safe in answering that, pir;
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
general proportion of increase in the number of persons employed as
has 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 employed. In practically every leading industry
in the country there has been an increase in the total number of
persons employed. I think that the same proportion of increase has
been in the minimum wage groups as i~h 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 KrNo. Has not the complaint frequently come to your
Department, and echoes found in the public press, perhaps in the
addresses made by public 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
usually seemed to be unfounded. Of course I do think that every
precaution should be taken in the development of these codes to
protect those small enterprises. I am not certain that they can best
te protected by giving them a favorable differential in hours and
wages over the larger group. There is really no reason why they
should not pay a wage and have working conditions which furnish at
least a sufficient standard of living.

Senator BLACK. 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 PERKi NS. Well, it will not be collected directly from them.
Senator BLACK. Certainly.
Secretary PERxIMS. 'You mean, sir, I suppose, that it can be trans-

lated into the price?
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Senator BLACK. Most of the consumers of consumable goods, are
they not the people of low income?

f*cretary PERKINS. Yes, sir.
SenatorBLACK. 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 -BLACK. Then is it not true that up to that extent it does

not increase the aggregate purchasing power of the Nation.
Secretary PERKINS. I think it will increase the purchasing power.
Senator BLACK. Let me make it a little clearer. If a tax is imposed

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 simply would be shifting it from one person to another, would it
not?

Secretary PERKINS. Possibly so, but you see in the imposition of a
tax upon the pay roll you do,'in a very large proportion of the cases
impose a tax at a point where it cannot allbe passed on in prico, end
this is particularly true with the highly competitive industries that
have to do with selling services and not with the selling of goods.

Senator BLACK. Yes.
Secretary PERKINS. You also impose a tax in this case upon persons

who are retail merchants and have a pay roll on that account and
only to a limited degree can they pass on portions of that tax in the
form of price.

You also impose the same tax upon manufacturers of dturable
goods where also it is very difficult to pass directly to the low-income
consumer any substantial portion of that tax. You get into 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 druggist to the dry-
foods man and becomes $3 of income for that locality almost within a
few 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 increased total
income results. By maintaining their inunediate 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 it not?

Secretary PERKINS. 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
usually spends it all as quickly as he can, doesn't he?

Secretary PERKINS. Yes; but it you cut off, by virtue of unem-
ployment $200 from his natural income, you do reduce his purchasing
power. If you, by virtue of the unemployment-insurance benefits,
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are paying him a portion of that $200 at a time when otherwise lie
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 BLACK. 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 I
think perhaps will be done, I could answer it easily.

Senator BLACK. I understood you to say yesterday, and I 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. I was discussing that with regard to
old-ago pensions.

Senator BLACK. That is because, as I understood it., the economic
yse m works in such a way that frequently the locality that pro-

duces 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 BLACK. As I understand the unemployment insurance tax,

it does not provide in any way whatever for $1 of Federal aid to the
States.

Secretary PEnKINS. 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 insecurity and uncertainty arises regularly in the periods of
world-wide or national depressions over which no group has any
control and where the unemployment runs unpredictably long periods
of time. We, therefore, 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 of the fund and by the actuarial principles of keeping the'fund
sound.

Senator BLACK. A maximum of 6 months?
Secretary PERKINS. Fifteen weeks, perhaps or 26 weeks; the

duration depends on various factors.
Senator BLACK. Yea.
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Secretary PERKINS. 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 benefits should be
entitled to a works benefit. We 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
prevent unemployment and the attempts to stabilize, and that you
will get a sound insurance fund which is 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 BLACK. The long and short of it is, so far as unemployment
insurance is concerned, the bill provides a method whereby the Federal
Government taxes the industries in a State, and the Federal Govern,
ment, contrary to all previous experience in Federal aid does not aid
the State with one dollar of any funds raised by the Feeral Govern-
ment outside of that which comes directly from the State itself.

Secretary PERKINS. Except for administration.
Senator BLACK. That is 10 percent of the total raised yes. As I

understood it yesterday, on the old-age pension proposition , if the
borrowing system is followed, then you likewise have a 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. Thst goes directly to the Federal Govern-
ment.

Senator BLACK. Sure, it goes directly to the Federal Government,
but they get paid back in proportion to the amount they pay within
the States.

Secretary PERKINS. No.
Senator BLACK. I want to be clear on tLat. As I understood the

second proposal, or suggestion made for old-age pensions, under the
first alternative that you outlined to Senator L% Follette, the idea of
Federal aid is abandoned on old-age pensions tied we depend upon
the contributions solely.

Secretary PERKINS. That is not within the State, sir. The com-
pulsory old-age annuity plan is to be administered by the Federal
Government and the collections will be made by the Federal Govern-
ment, and the payment will be made to the Federal Governrment
through whatever agency the Federal Government chooses. It is
anticipated 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 persons 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 sufflicieht to give them the total benefit at 65
which those now 20 will get at 65 on the basis of an earned 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. People 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

gay the supplementary benefits, but the Government will eventually
have to pay them.

Senator r3LAcx. 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 BLACK. As you stated yesterday, one is taken from the
younger workers and the other is a question of raising taxes by the
Federal 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. If 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-
cerned 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 alternative, 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-il 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 saaries its hands would be tied, insofar as that 3-percent tax is
concerned?

Secretary PERKINS. No, sir. I think there is a misconception there,
if I may say so.

Senator BLACK. 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-
pulsory unemployment insurance law to which he makes any contri-
bution, or to which he makes a 3-percent contribution, then he is
exempted entirely from paying the Federal tax, but he must pay
a 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 may make a law,
that requires of all of its employers a 2.-percent contribution of their
pay rolls and reqqhre 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 raise those
funds in any way it chose by inheritance taxes or any other method.

Senator 'BLACK. I understand that. Let us get back to the3-percent proposition.
Secretary PERKiNS. The employer vill have to pay 3 percent.
Senator BLACK. Certainly he has to pay 3 percent in the State.
Secretary PERKiNS. Yes, sir.
Senator BLACK. The State could not keep him from it if he wanted

to.
Secretary PERKiNS. He would have to pay it, either to the State

or to the Federal Government.
Senator BLACK. If there were some other employers that wore

making 200-percent profit, that were paying million dollar 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?

Secretary PERKINS. It could put an excess-profits tax on them in
addition to the 3 percent and use it for any purpose it wished.

Senator BLACK. But this law fixes it 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, it, hands are tied and it
cannot bear it.

Secretary PERKINS. The effect, if I might say, of the 3-percent tax
is to equalize the 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 particular employer the ad-
vantage, in corn petitive bidding, over the employer who makes the
same &e of goods in a State where they do have a charge which falls
directly upon him. In other words, it equalizes the competitive
factory equalizing the amount of the contribution.

Senator BLACK. Did the committee find any precedent for a system
of Federal aid, we will call it, or Federal coercion--that is what it
amotints 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 Federal Government has forced the passage of
laws by States and where the Federal Government has not contributed
in seine way to that State? I am curious to know that.

Secretary PERuKINS. Is not the inheritance tax on that basis?
Senator'BLACK. The inheritance tax. Is there any other?
Secretary PEnKINs. I do not at, tnis moment think of one, but I

am not an expert on all the statutes.
Senator BLACK. Of course, the inheritance tax is quite a different

system from this.
Secretary PE NiNs. But it was a device by which taxes were

raised for the Federol Government and at the same time an incentive
was given to the States to utilize a similar method.

Senator BLACK. If it be true, s stated by you yesterday-and I
am sure that, all who study modern economy in this country agree to
it-that locally the people'are a part of one national econonio system.
The hazards that are created are not created by then alone. They
dre thrown out of employment frequently in Maine by reason of
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something that might perhaps happen economically in California or
New York.

Secretary PERKINS. With modifications, sir, that is correct.
Senator .LAcK. All right. Let us assume it then with modifica-

tions. As stated by you yesterday, as I understood it the economic
system is such that it does bring hazards for which the local com-
munity is in no wise responsible economically.

Secretary PERKINS. It does bring some hazards for which the
locality is not responsible.

Senator BLACK. They could not prevent it at all.
Secretary PEnKINS. 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 tendency?

Secretary PERKINS. 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- e pen-
sions for its aged and indigent, direct appropriations by the Federal
Government of grants in aid to the State for the proteition 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 reconnended ii
tis bill, to take care of present conditions. But with regard to un-
employment insurance we have believed that to some extent unew.-
ployment is preventable in some businesses and localities, and per-

aps that pressure for the development of preventive methods can
be put most easily and most succetsfully upon various industries by
local attention to the local situation.

There are industries in this country which, by improvement of
their management methods, have actually stabilized or come near
to stabilizing the amount of employment which the give. That has
not meant in those particular industries of which Rhave knowledge,
any consaideralbo cutting down of the number of persons employed.
It has rather been an intelligent use of all of their resources 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 employment to their employees.Now, that has happened in individual -cas 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 favorabe the
economic circumstances in his industry might be, has any control and
which might sweep the best system off its feet. Those particular
plants in which there had been careful planning for the pdrpose of
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preventing unemployment and stabilizing employment have shown
the least ill effects in their response to the deflationary or downward
economic forces to which all industries have been subjected in some
degree. We have of course, 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 ;an think of at this moment which will
overcome some of the seasonal characteristics of that industry, but
there are other industries which have shown, historically, a seasonal
rise and fall, a seasonal period of high production and high employ-
ment, and a following season where there were wholesale 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
have 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 selling 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 possibilities of preventing unemployment by preventing seasonal
unemployment due to minor depressions, and to technological
changes. We have begun to explore 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-
ployment that no preliminary planning can seriously affect them.
I think the combination of all of them is the important thing to con-
Sider.

Senator BLAcK. Let me see if I understand the basis of your view-
pint for distinguishing between the two. As I understand it then,
it is your view so far as unemployment insurance is concerned, that
it Ukes care of temporary unemployment only?

Secretary PERK Ns. That is all.
Senator B"LcK. Probably caused by technological changes, shifting

from one plant to another, or temporarily closing down of a plant.
Secretary PERKINS. Seasonal variation.
Senator 1BLAcX. 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?
, Secretary PERKINS. Yes, sir.
% Senator BLACK. But insofar as unemployment lasting over a long
period of time is concerned, the hazards of health, hazards of old
ago-
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Secretary PERKINS. And dependency of youth.
Senator BLACK. And dependency of youth, over a long period

that the committee is of the opinion that that is not purely local and
would call for Federal aid to the localities.

Secretary PERKINS. Yes, sir.
Senator BLACK. Thanl" you.
Secretary PERKINS. That is the principle involved in this bill.
Senator HASTINOS. 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
is upon the industry that is not managed so well, isn't it, under this
bill?

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-
ployment, if it wished to.

Senator HASTINGS. A State could not do that.
Secretary PERKINS. Yes, the State could assess an employer at anyrate it wished to fix.
Senator HASTINGS. Yes but they could not levy a 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 PERKINS. 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 you 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 HASTINGS. Is it hoped that the various legislatures will
meet within this short period, while they are now in session, to work
out all those details and pass 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 i publi. health activities, vocational training, agricultural exten-
sion, and other things, by providing certain funds out of the Treasury
and stating to the States that, "If you match this appropriation at
least dollar for dollar you can take advantage of the appropriation
made for the purposes." 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 all the States
and we say:

If you pass a law yourselves you can keep your share of ths, whatever you
would pay Into the Federal Treasury you can keep, but if you do not pass such
a law as this, this money goes into the general fund and It may be used for unem-
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ployment insurance or It may be used to build battleships or anything else that the
Federal Government mfght want to expend it for.

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 theory 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."

secretary 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 BARKLEY. 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 apply to other States bordering it, therefore it was
an injustice to the merchants in the States in which the tax was levied.
There is a good deal of justification, I think, for the uniformity of the
tax so as to put all manufacturers and all employers on the same basis.
But let us assume that only 10 States would pass an unemployment
insurance law and the entire fund of 3 percent is collected andput 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 BARKLEY. 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 unemployment insurance? If
all the States do not take advantage of it and enact their owa laws
so they get back into the State for unemployment 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
general 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 purposes?

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 monoy it paid in.

Secretary PERKINS. Using it for unemployment insurance?
Senator BARKLEY. But using it for unemployment insurance, or

in some capacity somewhere.
Secretary PERKiNS. Ordinarily such revenues are not earmarked.
Senator BARKLEY. 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 now
sources of revenue.

Senator BARKLEY. 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 of
their own.

Senator BARKLEY. And penalize them if they do not?
Secretary PERKINS. It only penalizes the employers, not the State

generally.
Senator BARKLEY. 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 unemployment-insurance law.

Secretary PERKINS. That is my thought sir.
Senator HASTINGS. That is not Senator Barkley's suggestion.
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 a 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 pay 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 any part of it
ought to be spent for the support of the Army and Navy, or the
diplomatic 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.
Secretary PRKIms. The same is true with the Government,

isn't it?
The CHAIRMAN. Miss Perkins, so far as you are concerned, and so

far as your committee 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 a 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 CHAIRMAN. Senator Barkley inquired on that proposition.
Senator BARKLEY. That is not the point of my inqui..
Senator HASTINGS. Senator Barkley, may I make this suggestion

and see if I get your point clear. It seems to me the point made by
Senator Bar ley is fi 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 cei tain 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 making the contribution upon the
theory that it was originally collected for that purpose.

Senator BARKLEY. That is a 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 sonie other borrowings they have to make, some other financing
they have to do. It becomes a matter of purely technical methods of
financing current expenses, and I do not think it makes any difference.

The CHAIRMAN. We will get the Treasury's viewpoint.
Senator GORE. Does the theory underlying this proposal here

concerning which Senator Barley has been inquiring proceed 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 WALSH. Senator, is not t at 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 PERKINS. The Townsend plan of course has been pro-

posed in various communications to almost every public officer, in
recent months.

Senator GORE. It certainly has.
Secretary PERKINS. 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 tune.

Senator GORE. Was your objection to it then based upon principle
or was it merely based upon the theory that the monthly payments
were too large?

Secretary PERKINS. The total sum involved was too large, not
only the monthly payments but the degree of coverage.

Senator GORE. What I want to *et at is this: Does the Townsend
plan differ from your plan merely in degree or is it different in kind
and different in principle?

Secretary 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?

Secretary PERKINS. Except as to the amount involved, which is
too large.

Senator GoRE. The amount is merely a matter of degree, it is not a
matter of principle at all. That is all a matter of discretion.

Seretary PERKINS. That depends.
Senator GORE. Does the proposal 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 PERKINS. 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 personal struggle. That
is just my philosophical view.

Senator GORE. Can you secure people against the struggle for exist-
ence, and have the struggle, too?

Secretary PERKINS. Most of us have tried to give a certain security
to those who are dependent upon us from the more serious aspect of
the struggle for existence, and to a very large extent we hav suc-
ceeded in civilizing society. That is the purpose of civilization.

Senator GOB. Those who receive security against the struggle you
think will struggle any way, 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 smuggle 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. I ,

Senator GoRE. We often hear that the children of the rieb 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 a ar
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 somethi g else 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
provide for the aged, to protect them against hunger and cold, and
the 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
power they expended it for the manufacturers' product at retail.
Does not this plan contemplate taking the purchasing 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 purchasing 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 machines, 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
purchasing the necessaries and comforts for themselves. Now, you
have 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.

Secretary PzRKINs. You may be right, sir.
Senator GORE. Well, now, if you subtract a part of the merchants'

purchasing power under this plan and transfer it to the aged, he can-
not raise the wages of his employees to that extent and add to the
purchasing power of his employees to that extent; that is a fact,
Isn't it?

Secretary PERKINS. I would not think of disputing that, sir.
Senator GORE. The manufacturer could not give that purchasing

power to his wage earners; he could not add to his plant no matter
wow nuch he needs to, to the-extent of the purchasing power that

you have taken away to give to somebody else to purchase from him.I Now what I am trying to get at is this, Miss Perkins: Your assump-
tion is that it is a function of the Government to take purchasing
power away from the citizen who has earned 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-po wer 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 method 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 PERxINS. I do not believe that I used the word "create."
I thought I indicated that it provided a new source of purchasing
power, but I may have misspoken myself. I am sorry ilf did.

Senator GORE. In the first instance it is a tralisfer of purchasing
power from one citizen to another, is not it?

Senator CoUZqNs. May I say, Senator I do not think so, because
what you would take away from me might increase the purchasing
power that you might have.

The CHAIRuAN. 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 purchasing
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 purchasing power, but it hurts
the one who parts with it. You take the processmg 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 for6
years, from 1923 to 1929, our financial institutions loaned some six
billions of dollars to those governments or peoples. That purchasing
power was put into their hands, and with it they purchased goods
fr)m 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-
pressmion.

Now, then, we will come back to the first proposition of taking this
power, this purchasing power from the manufacturers and 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 inan 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. I do not see tow yoi4 can escape that
conclusion.. You may justify that on social considerations but that
ih what happens.

Senator CONNALLY. Senator Gore is it not true that under our
relief system we are taking money, through 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 will help any. Senator Long of Louisiana is espousing a plan
for the redistribution of wealth in this country. Now his contention
is that the Government ought to take purchasing power, wealth, and
incomo-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, dry up the possibility
of creating any more wealth at that place. Now the creation of
wealth, as I tried to indicate, is the creation of machinery, of tools,
of houses, of substantial products out of which there can flow those
goods, comforts, and earnings which make income. To merely
divert a portion of the income which derives from a wealth-producing
manufacture, 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 PERKINS. The portion of income which should go for
replacement is an open question at this time. We 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 perhaps important to the creating of a balanced econonlic life.
Senator GORE. Your answer, as I understand it, is that under

your plan you would not take too much of a person's income, and
Senator 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 its doorsteps.

What guarantee is there? Has the citizen got any constitutional
guarantee? Has the citizen got any legal or moral guarantee under
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this plan that some man might not come into power who would take
more than he ought to take from one and give to another?

Secretary PERKINS. He has the guarantees, sir, which were, I
suppose, established in building up our representative system of
government by the elected representatives of the people, who decide
how much tax to impose and where to impose it. I do not know of
an other formula which seems to me so adequate at this time.

Senator GORE. I know the theory of private property 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 anybody else.

Secretary PERKINS. 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 Long plan, in effect to take private property for private use?

Senator COUzENS. Isn't that a question for the Supreme Court to
decide?

Secretary PERKINS. 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.
Senator 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 BARKLEY. Is not it a 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, wheter they are old or not.

Secretary PERKINS. And sometimes for worse purposes.
Senator BARKLEY. What?
Secretary PERKINs. Sometimes for worse purposes.
Senator BARKLEY. I agreed; ut 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 long
time. We do it in many respects besides the mere caring for old and
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
an effect on the- power of Congress to appropriate money for this.
Senator GORE. What is 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 GoRE. Thqenator forgets that some of us are Irish and
that reference to~fte Cort 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 proposed 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 we 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 the 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.

enator 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 BARKLEY. 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.

Secretary PElRKINS. More States than that, sir.
Senator BARKLEY. This tax goes on at this time?
Secretary PERKINS. Yes.
Seriator BARKLEY. 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, and
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. Vould there be 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 .ession 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.

Secretary PERKINS. I suppose 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 CHAIRMAN. 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 PERKINS. I think not, except that it should be so safe-

guarded that it is not an encouragement to a State to postpone its
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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.

Senator 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 any 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 PzRKims. 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 a younger 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 charge on the employer and employee, which would avert
a portion of this loss.

Senator BzAcx. I would like to ask Miss Perkins ore or two ques-
tions in regard to this medical proposition. Doctor Witte made the
statement, as I understood it, that it was probable that a report would
be made to the Senate which would go more fully into some kind of a
provision for medical assistance. I 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 medical and dental
and hospital treatment than any other one individual cause which
you have been studying?

Secretary PERKINS. You mean as a cause of poverty?
Senator BLACK. Yes.
Secretary PERKINs. I think we would have to rate unemployment

higher than lack of medical assistance as a cause of poverty.
Senator BLACK. 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 separatel.

Secretary PERKINs. That might be so. As soon as you use the
word "adequate" the discussion is raised as to how much treatment
constitutes adequat6 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 committee has studied
the reports of the commission which was set up to study medical
aid?

Secretary PERKINS. Yes.
Senator BLACK. You are familiar with the fact that 30 percent of

the people.who were 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 committee making this
study found if adequate medical treatment could be received by the
people, 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?

Secretary PERKINS. No doubt about it.
Senator BLACK. Would you object to stating whether or not it is

the intention of the committee to make a report recommending
further legislation along this line?

Secretary PERKINS. We are recommending here, an appropriation
to be used through the State public health services for the purpose of
preventing illness nnd for furnishing at least a minimum of medical
and nursing 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, asyrofessional 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 a considered opinion.
I do not know whether they will recommend legislation to the Presi-
dent's Committee 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.

Secretary PERKINS. Not necessarily, but we will consider their
findings.

Senator BLACK. You will consider their findings, and their advice
in connection with trying to reach a fair conclusion?

Secretary PERKINS. Yes.
Senator DLACK. Is there any reason why, so far as you know, the

cause 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?

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 BLAcK. Who is the chairman?
Secretary PERKINS. Mfr. 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 BLACK. 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 you are seeking now the advice of the coun-

cil of physicians. May I ask whether you are obtaining cooperation?
Secretary PERKINO. We are.
Senator'BLACK. From the medical association and the dental

association?
Secretary PERKINS. Yes, sir. That is one of the reasons that makes

us very hopefid of a constructive report. They have been extremely
cooperative and are working with great intelligence and with an un-
selfish point of view of citizens as well as professional men.

Senator LONEROAN. Mr. Chairman, may I ask a question?
The CHAIRMAN. Senator Lonergan.
Senator LONEROAN. Madam Secretary, how many persons are out

of employment now in this country?
Secretary PERKINS. I think, air, that you have probably realized

from the statements published from tine 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 actually unemployed are those with unem-
ployment 'insurance benefits, under which persons entitled to the
benefits are registered and counted. In this country we have esti-
mates of unemployed, based upon our knowledge of an index Qf

employment. We 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. PerfectlU
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 LONEROAN. What is your estimate?
Secretary PERKINS. We have made our own computations and we

therefore make an estimate based upon 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
as an estimate.

Senator LoNERUAN. What is the estimate of your Department s
to the number of unemployed in normal times?

Secretary 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 thp . particularly the case sometimes in the
younger or older memnt rs of the family in which there is a bread-
winner who earns a offlicieney for the family. You sometimes find
the young daughter in that family working for pin money a few weeks
at Christas time in the department store. She is always laid off
and she only works, year after year at Christmas time, and yet if you
counted her as having been employed in the Christmas rush and is now
out of work, in January, you might say, "Well, she is unemployed,"
and yet actually she is 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 gooditimes are counted among those who are not em-
ployed at other times.

There 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 ob at
Jones' and they haven't begun the new job on Main Street. That is
particularly true in the building trades. You will find 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 w.ie trade
is not working. There is a certain amount of technological uneIploy-
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 employed.

Senator LONEROAN. I have read at times it was 2 million, 3 million,
of 4 million.

Secretary PzwxuIs. Many people have amused themselves in their
idle hours making those estimates, but if you ask me, as a responsible
Government official, to say what it is, I would have to qualify it very
much.

.Senator LONEROAN. Have you any estimate as to the number that
will come under the unemployment insurance plan when it becomes
operative?

Secretary PigRKtNS. You mean the number of employed persons?
Senator'LoNEROAN. No, the unemployed persons who will come

under this plan.
Secretary PERKINS. The only persons who will come under this plan

will be that pcentage of the persons ordinarily employed who happen
to be laid off.

Senator LONEROAI. Yes.
Secretary PEaKIs. Now the total number of persons in the U. S. A.

who were employed in 1933 was 26 million people, on a coverage of
this sort, andlf the index of employment went down to 70, 30 percent
of.those would be eligible for benefits.

Senator LoNARoAw.- Our greatest problem is unemployment, is it
not?
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Secretary PERKINS. 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 LONEROAN. I am going to volunteer an opinion. I believe
that there are sufficient means in this country to start a substantial
portion of industry in this country and the things that are lacking are
a wider confidence and a more liberal credit system. Have you any
opinion on that?

Secretary PERmNs. Well, I do not qualify as a specialist on credit
systems, sir. Credit, as I understand, is the ability to borrow, is it
not?

Senator LONEROAN. Yes.
Secretary PERKINS. I have never been able to borrow anything,

so I know very little of it.
Senator LONEROAN. Most of us have borrowed too much and can-

not pay it back.
Senator BARKLEY. 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 PERKINS. 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 think there is any danger of creating an
additional class of unemployables?

Secretary PERKINS. No ir.
Senator GoRE. Those tat would not work?
Secretary PERKINS. I do not think so, with the rising American

standard of living. Everybody wants a little more than he has ever
had in the way of comfort and luxury.

Senator WALSH. 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?

Secretary PERKINS. No, Sir; it does not include the partiallyem ployed.
Senator WALeH. And that is a very large number?

Secretary PERKINS. It is a very important paxt of our present
economic problem.

The CHAIRMAN. Miss Perkins, it is now 12 o'clock. You have
been very patient and very kind. The committee is deeply apprecia.

l10-45-----1
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tive of the suggestions and the info-mation that you have given us.
Have you finished your statement?

Secretary PERKINS. I think I have, sir; to all practical purposes.
The CHAmRN. Does the committee desire that Miss Perkins

return Monday morning?
Senator BARELEY. 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, there is anything I would like to
say, perhaps I had better file a memorandum of it.

The CHAiRmAN. You can file a memorandum. We will be glad to
hear from you.

Secretary PERKINs. Thank you very much for your courtesy, sir.
The CHAIRmAN. 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 IC a. m.)
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MONDAY, JANUARY 28, 1935

UNITED STATES SENATE,
CoMMIrrEE ON FINANCE

Washington, D. 0.
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 (chairman), King, Walsh, Cdnnally,
Gore, Costigan, Bailey, Clark, Byrd, Black, Gerry, Guffey, Couzens,
Metcalf Hastings, and Capper.

The 6 1AInmAN. 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, AMERIdAN FED-
ERATION OF LABOR

The CHAIRMAN. In your own way, Mr. Green, you can present
your views with reference to Senate bill 1130.

Mr. GREEN. Mr. Chairman and members of the committee: I
assure you that I am pleased with the opportunity to present to yau
the viewpoint of labor regarding the proposed social-security legisla-
tion.

Consideration of unemployment insurance in this country is by no
means new. During every depression we have had in recent years
we have talked about unemployment insurance. Any plans for
unemployment insurance were always forgotten, however, with a
return of prosperity. Unemployment 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. We 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
pnmirily upon the claiin that it is unnecessary that unemployment is
not an Insurable risk, and that even if we dd 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 social insur-
ance, covering unemployment, old age, care of dependent and unem-
ployable persons.
kThe lives of millions of our people are governed by the fear of losing
their jobs. Economic security is today and will be for a long time to
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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 6 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 employed, they are unable to make provision for unem-
ployment through savings. They are always conscious of their com-
plete lack of security. It has been estimated that in 1928 and 1929 at
leas t 10,000,000 families, or over one-third of the total population,
were living in poverty, many of them even below the minimum subsist-
ence level. Those people had and can have no savings to see them
through even a brief period of unemployment. Even were savings
possible however, it would still be highly unjust that they should be
expecteA to bear the cost of unemployment for which they are them.
selves ih 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 still looking 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 wage 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 earned's and salaried workers 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 unemplo ed in
the State represented more tian 10 percent of the total number of
wge earners and salaried workers in the State.

So 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 personal 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 attempt to extend
temporary relief during these years of unemployment the epor to
the last convention 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 I year.
Senator COSTIOAN. I assume that you prefer work to relief, even

at increased cost to the Federal Treasury?
Mr. GREEN. I beg your pardon?
Senator COSTIoAN. 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. GREEN. NQ, 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 distinct as the coal mines
and copper mines, and so forth?

Mr. GREEN. That is a problem that we have given special attention
to.

Senator CoUzENs. Have you reached any 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 persuade 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 grade crossings-that is, the
elimination of grade crossings-and pub o 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 left the mines
and gone into the rubber-manufacturing industries, and into auto-mob-ies. I

Senator CouzENs. Have you any figures as to how many have been
taken out of those fields?

Mr. GREEN. No except that in Illinois, whereas in 1917 to 1923
there were practicaly 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. They
have been absorbed in some other lines of industry, and as I say, I
have found a great many of them have found work in automobiles,
and a number in rubber, some in textiles and other places.



ECONOMIC SECURITY AOT

Senator CouzENs. The assertion which is quite frequently made that
these miners will not leave their localities is not quite true then?

Mr. GREEN. It is difficult to prevail upon them to do it, but economic
pressure forces them out, and they just simply have to go in some
instances, and as a result of it, they have gone in large numbers.

Senator KINo. There has been a great deal of competition, has
there no specially in the bituminous mines; that is, that there were
too many nYines for the consumption of the coal that had to be pro-
duced?

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 through
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 KINo. 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?

lr. GREEN. Yes, sir; thousands of them, in textile, garment making,
clerical work, office workers, and so forth.

Senator KINo. Even school teachers?
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. GREEN. Yes; they keep us on our toes.
Senator COQUENS. What is your total membership now, Mr. Green?
Mr. GREEN. Our total membership is between five and six million

paid 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. GREEN. Senator, I could not answer that question because

we have never attempted to find that out. That is another thing we
ought to do.

Senator 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. Hitter has done in
Germaiy. Of course to me the proposition is absurd, but I was just
wpndering to what extent if you are able to state that the advent of
women into clerical work, stenographio work, and so on, as well as in
other lines of activity, has supp anted men?

Mr. GREEN. 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 KING. 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 CLARK. I am going 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 a "pay-roll tax." noes 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 CLARK. In other words, it seemed to me that if you put a
tax on pay roll, which is spay roll for manpower, that encourages
the manufacturer or the industrialist to mechanize these 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 busines, while I recognize that there is a certain inequality
in a tax like that, it does not have that effect 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. No,that 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 mechanizations 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 these fellows are usually 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 pay rolls.

Mr. GREEN. I gave a recommendation here that the pay-roll thx
be increased above what is proposed in this bill.

Senator COSTIGAN. President Green, I have no desire to interrupt
you at this moment, but will you at some time, whether personally or
by 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 Wil; I will be lad to do that. I will have that
statement prepared for the record at the earliest possible date,
Senator. (Mr. Green subsequently submitted the following article.)

[Reprinted from the American Federationist, October 19I3

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 entirely 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 again before the half year was out. From January 1930 to
January 1931 unemployment rose by 3,944,000; by January 1932, 3,037,000 more
had joined the jobless army and by January 1933 another 2,903,000. At the
high tide of unemployment in March this year, 13,689,000 were out of work.

Even to have checked this tide, which was destroying human life, engulfing
business, is an achievement which puts hope into the hearts of us all. Though
we have made but a small 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 11,781,000.1

The industries where workers have suffered most from unemployment are
building, railroads, factories and mines. Of those employed in 1929,1 by March
1933, 75 percent had lost their jobs in building, 44 percent in factories,' 45 percent
on railroads and 44 percent in mines. In trade and utilities, losses were not quite
as severe, varying from 23 to 30 percent of the 1929 employment. Counting the
number laid off (instead of percentage), manufacturing industries are responsible
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 their jobs, a total of 4 148,000; In building, 1,571,000; trade,
1,268,000; railroads, 748,000; mines, 452,6b0.

Closer examination of these figures I 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

I For figures for August and September see the 'lrde Union UDemployment Report ro. 852, 9. Al.
tbough over 2,00,000 have Cone b3ck to work, unemployment has declined by only I,. 000 bocuse the
number reeking gainMl wok has Increased by l44,000 sl Marcb.

Average for year.
I Wase earners only.
I See Federsttontst, May 1933. p. 517.
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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, railroads only 71,000, and mines have
not increased employment at all (this is normally their dull season). By per-
centages, factories have reemployed 13 of the 44 they laid off, retail stores 3 of
their 29, building only 7 of its 75.' Clearly American workers will not all get
back to work until the basic industries pick up. And to accomplish this, American
business men mud have enough confidence In the future earning power of industry
to invest their money in building and new machinery. Buying power of the
workers means earning power for dustry.

Outside of industry and trade, othergoups of workers have been affected by
unemployment. At least 200,000 pro essional workers-engineers, architect.,
music n actors, and others- Ions near y 200,000 Govern-
ment workers have been s a ce April ,o OO! n State, cty and
county government and In the F eral GovernmSnc 1932, 2b,000
teachers have lost the tions, and the number of teach employed Is back
at the 1930 level. ung men and women aduating from Ileges and pro-
feslonalchoshe ben unable to fin andb and from schooland high school o an of work age wor to he eli families
could find noth . From A t us h, to July 1 e Increase
In flt-. , rk, r o 1 Jobs been about 1, 000.R: . r nf n 0 les, cit unemply] t h Its effee Young
people, who oul no yel e faMS work in he cty,
have stay onthe farmn, Of isow u work inci have
gone back the land to live wit any f r has MUy
workersto Sphimwhenbefore hired el And more e had
0 olttlei I from r cro t ould t y red labor. Thus
about 0 more f or a f1933 (co pae
to April 1 ), but fa erna Inp t , ewer hired rers.
There were so many working fare who were not Ives-
unemploy men who be an return for their we ; also
hundreds o amflles ha m 0 t lany deserted use or

osk they ld find. commu "ry av le house ed and
shacks on lrted are n-w A refuge fo m -som mes mo han one

Srdening of Ungthe
persons who a w trying to utaR glnt Is
The tables w give the can F ration r eat of unem,

ployment each th since 1 allowed by an expl action of our
methods of calcula

TABLE 1.-Unemployme 1mad of feta( number o o i n the United States

-01931 1932 1933

lanutry..................... .......... .55140 7. IW, I"19.00 1%wsiee

A .. ..... .. . , sk9000 I
330. ............. ::: kon::: :M:0::11; %000 1

lun.:: ............ 000, 1516,000 12.8S000 11.51000My 00....... ............ 0 , 60060.
Aeterx............................. 4. lt O0N 7.300,00 11 o..7,0 ............... ......... m.ooo ........ . ........

is164 . 000 1 794 .000 006.........MDosmber ................................ 000 1,1-2,000 11, ,000.........

I Then gure msal In perccts of 1929 average employment.



148 RCONOMIO SECURITY AOT

TABLE 2.-Employment, estimate of total number at work in the United States

1930 1931 1932 1933

Janu ........................................ 4000,000 4116 12000 38, 9M000 3b 4.000
Fe bauary ............. ..... ... 7.......... - t. 7K 0. 41.414.000 ,7 .000 3S

2 
O

M ................................ 41.754000 39.13000 9000~I~r;. 4524800 42.149000 28.298.000 34437.000
A l s..... ......................... ' K,,M oo 17e co .......* 87, ODD 421.00 3D 7. 9000 8 .0

J un e............... : 4828,000 4f1000 37,0,000 37.561.0mJul .... ; ... .. ... ........ ..... 37J .......... ... ... 44."000 41.923.000 37.0&%O00 38,020,000
A ugust ................................. 44, 0 41, 37600 37 0 --000

e ................................... 44. 8.000 417000 37 W .........0 .
O c t o b e r.~ ~~~~~ 4SK38000 4,1,0 79 80 0

N oveebe.e-:. 4383 000 4A419.000 37,110, 0......
D e c e m b er... . 43,200000 406 24 1,00D 37.429,000

METHOD or zgTIMATINSO 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)f by United States Government censuses, and carry the figures forward by
the Government employment indexes. The Government census of manufac-
turers, trade, mines, ete., and the census of occupations give the base figures and
the unemployment census gives the number out of work.

Labor Department indices and figures give monthly records of employment in:
Manufacturing, mining, trade, utilities (street ears and busses, telephone and
telegraph, electric power), service industries (hotels, laundries, dry cleaning) and
building construction. Monthly figures for other occupations come from: Rail.
roads, Interstate Commerce Commission; Farm labor, Department of Agricul.
ture figures for hired labor on farms; Federal Government employees, United
States Civil Service 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

ro ups where no monthly figures exist: Farmers and family workers on farms,
arm population figures, Department of Agriculture, teachers, National Educa-
tion Association; profeslonal workers, from different professional organizations;
local and State government employee., reports from local and State governments.

TABLE 3.-BmTJoymen1 by industry

1929 April IM30 Macrb 1933 July 1933

Total .................................... ..............48,244,830 30&6231 13.01.561
Agrlcultu.: .

Farmer.........................................90462 6,0006000 400,000
Family wrkers ................................... 1.6 8M 221.000 2.271000
Hired labor ...................................... .7%196 1,933.187 20 104

Mining:

Anthradte ............................. 180293 1289 82,060 888
Bituminous ............................ 47, 874 44 !?11 322,08 301.38

Metal................................ Il. I 1051532 8 8433 3.996
Oil.................................. 1830s Ik435 1A 779 10%.290
Qu-rr- e and nonmllng ................... 103&80 90,461 38=2 61,233

Constmcu:
Building ............................. 2%,001.4US 1.79%432 826 660,87
Roads................................ 2000 182,800 2723 332,277
Wage earners .......................... .47 002 7,7A,8 4.750%373 5 189491
Salared workers ...................... , 32,801 ,I 8 .5719 891.6 9K4 .73

Railro6d: team.......................... ,60 ,774 7,151,A 921.418 99,179Trade:
Wholeae ................................ ,60 4.00 1,561,706 1, I72288 1.234,277
Reail ..................................... ,92537 %S448 2,8, 2,182,451

Utilities:
Street railroad and bus .................... 301.934 287,441 210,749 20 ,842
Tsepbone and tek~grpb ................... U4.126 83M8 994.300SO 372,126
Eirla lgbt and power ...................2 7,259 28 060 197.832 190,378

#Be* "Other Details", p. 1083.
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TABLE 3.-Emp4meni by industry-Continued

99 APr1 1930 Mtarc 1933 July 19M

Sevke:
Hotels .....................................313.950 314.,264 227,300 237.3
Oandries .................................. 5. 2%131 247,88" 1920 19 4a6g
Dry cle .............................4 K392 6t Ol6 495M 56.6

m armed t . ...... ....................................... .40 216 44 ,216 3406,218
Profesdonats.

Teachers.............................. .............. 1, 03%500 11 03% 100 1.039.100
Others .............................. .............. 1.031,99. 49.00 2 b00

Publie serv180:
Federal ............................... .............. 805 56k.086 86432
Meal and State........................ .............. 1.104.000 967,000 94000
Armed forces............................... ........ 24K.771 2M8291 229901

ADlotber,....................................... 7,831,600 6.381 46 17,497

When all these Indicators have been applied there still remains agoup about
which we do not have enough information to apply separate Indexes. This
group numbered 7,851,800 In April 1930, and Included chiefly the service indus-
tries-automoblle garages and filling stations, restaurants, barber shops and
beauty parlors, domestic servants; also radio broadcasting, motion picture
theaters, 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 assuineA that employment in
these trades varies about as that of all the other trades combined. Therefore, an
index Is made for total employment In all the known industries and applied to this
group. In making this Index farm labor is left out because of its seasonal varia-
tions, and retail trade is adjusted for its extra employment in the Christmas
season.

One other group management, is considered as unchanging for want of better
information. While a number 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 small 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 occupied in April 1930- one group 8
percent of all, is carried as constant; and the "unknown" group, estimatedby the
general Index, Is 37 percent of all.

Increase in those seeking gainful employment: This Is combined from two
sources: (1) Monthly Labor Department reports on immigration, showing the
number of working men and women entering and leaving the 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 seeking gainful employment.

The number out of work each month Is then found thus: Total number seeking
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 being
paid; we know that in many States, rural communities and even cities have not
been 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
earnng enough to provide other essentials.
We nave 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: (1) Those who are given food and shelter on farms
(although not relatives of the farmer) and who give what help they can In return;(2) many unemployed are able to find temporary work bringing in intermittently
a small income, some have found work outside the reported industries, many
have gone to the country to occupy deserted shacks and raise their food. We
have no way of estimating their number.

Those In forestry camps and those on work-relief rolls In cities are not counted
as employed, since they are not In permanent earning positions. Therefore they
fall into the unemployed group.

Flpzres fro Prwoslad orsaWtatlow foc Poeedonals.
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OTHER DETAILS

Sources of base figures: Manufacturing, Census of Manufacturers 1929,
omitting railroad-repair shops since they are included under railroads (wage
earners and salaried workers treated separately as described below); 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 proportionately covered in the monthly trade indexes; hotels,
Census of Hotels; laundries and dry cleaning plants, Census of Manufactures;
railroads, Interstate Commerce Commission figures for class I railroads omitting
executives, but including switching and terminal companies; Federal Government
employees, United States Civil Service Commission; local government, reports
from local governments; armed forces, reports from Army, Nay, Marines, and
Coast Guard; Federal and State highways, figure for 1929 estimated from Bureau
of Public Roads reports. Base figures for a U other groups 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
power, teachers, other professionals. Base figures for streets cars are from the
Census of Occupations, and for motor busses from the National AssociAtion of
Motor Bus Operators. The management group is 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 building, where salasied workers,
apprentices, and technicians are also omitted. The total number gainfully
occur led Is also from the Census of Gainful Workers by Occupation and Industry;
the ?otal number unemployed from the Census of Unemployment.

Finding the number at work: The number at work in industries for which an
Industrial census exists (manufactures, mines etc.) is, of course, the number given
as "employees" or " wage-earn.rs" and "salaried workers" in 1929 (average for
the year). But In industries 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 "gain fully
occupied" minus those unemployed. Those considered as unemployed include
the unemployment classes A (without jobs), B (on lay off), C (unemployed and
unable to work), one-half D (having jobs but idle because of sickness), E (unem-
ployed and not looking for work). When these groups have been subtracted, the
remainder is the number at work In April 1930. 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 Aril 1930 the total number gainfully occupied as reported by the census was
48,89,920- the number unemployed, classes A and B, 3,187 647- classes C, %D
and E' 391.443. the total number at work was 45,244,830. For tie country as a
whole'April 1936 Is taken as base.

Applying the monthly indexes: T.ie monthly Indexes applied to the 1929 base
give the number at work in the current month. Where monthly indicators do
not exist and yearly figures are used, the yearly change is spread over the 12-
month period, making a small change each month. During the period before
the yearly figure is available, employment is carried as constant except in cases
where available information shows that a small monthly change would be more
accurate.

Salaried workers in manufacturing. No index exists to report monthly employ-
ment for this important group. The State of Wisconsin, however, publishes a
figure showing monthly changes In employment of salaried workers In factories.
Since this figure is the beat indicator we have yet secured, employment of salaried
workers in factories is 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 Department 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 consideration weconclude as follows: From April 1930 to April 1933, the number of farmers hasnot changed appreciably, but family labor on !arms has increased and hired
labor decreased as, noted above.Seasonal changes In employment of hired labor on farms are very large; fromthe month of lowest employment (January or February) to the peak of the harvestseason (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 andonly a small portion given work to unemployed city workers. Farmers' sons goout to work on neighboring farms, or farm labor is furnished by men living infarm communities and doingother work In winter, or by migratory workers whotravel from crop to crop. Farmers' sons are counted In our estimate as familyworkers on farms and are not considered unemployed when they come homeafter the summer's work. Among workers from farm communities and migra-tory workers, some unemployment probably exists in the wintertime. Also, Inthe summer season, some employment on farms Is unquestionably furnished forcity workers. After careful consideration we have adjusted the figure forhired workers on farms as follows, future adjustments being subject to change ifbetter information becomes available: From April through the summer season,30 percent of the increase in Jobs (shown by the Department of Agricultureure on hired labor p~er farm.) Is assumed to furnish work for the unemployed.The summer seasonal work is over by November; the figures for April andNovember are used without adjustment. From November to January It isassumed that 20 percent of the workers laid off are unemployed; but In thewinters of 1930 and 1931 permanent layoffs were heavier and unemploymentwas 2.5 and 6 eent, resectively. From January through March about 10
percent of the hing shown by the crude Index furnishes jobs 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 entirepopulation of this country, dependent upon the Federal Government
for aid. The Federal Emergency Relief Administration has estimated
that of these 19,000,000 on relief, 5,500,000 are employable. We arejustified 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 compared with $70,710,514 a year ago in the samemonth. Up to the present the Federal Government has made
available for emergency relief purposes more than 2%4 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 theworker and his family against privation 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. Theprogram of unemployment insurance we are considering now will notsolve our present problems. It will become operative in 2 yearstime, when we hope that more normal conditions will have returned.

Senator BAILEY. Suppose this normal condition should not return,
what would be the situation?

Mr. GREEN. Suppose it should not return?
Senator BAILEY. Yes.
Mr. GREEN. I just hate to reconcile myself to such a situation as

that.
Senator BAILEY. I do, too.
Mr. GREEN. I am -ery apprehensive if this condition continues

for that length of tinie.
II1
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Senator BAILEY. I am 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 unemployed.

Senator BAILEY. If our credit should in the meantime be exhausted,
we could not meet the obligation.

Mr. GREUN. 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. GEEN. Yes, I am optinustic; I am hopeful. I surely believe
that within 2 years there will be economic improvement.

Senator BAILEY. But up to date we have more people on relief than
we have had heretofore, according to your statement. Certainly,
not less.

Mr. GREEN. More- I think the figures show more. But you must
understand that people have had some savings up to a few years ago
their savings are being exhausted, and of course it will be more ana
more now.

Senator CLARK. That does not negative the preposition 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.

Senator BAILEY. Is not this the situation, that a certain number of
people who are unemployed, have resources which they have ex.

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 seems 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.

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 meet itif it comes,
as ou say.

enatorBAILEY. Should we not maintain ourselves so far as we
may, in a position to meet that possibility, because it is a possibility?

Mr. GREEN. Why, yes; certainly. That is one of the purposes of
this measure, I thin , to try and establish buying power, a sustaining
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
better 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
public service in helping us out. That is my opinion.

Senator KINo. Mr. Green, I am going 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 reply. What
do you think as to the proposition that whatever relief shall be given
now, this four million or whatever sum it shall be, it shall be given
to some organization such as the R. F. C. or some supplemental
organization insisting 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 these
so-called "public works"; in other words, would it not serve a useful

purose a etter puroe to appropriate this $4,000,000,000-
$4,880 000,000 nnd reduce it some to an organization such as the
R. F. 6., with limitations, 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 a hap-
hazard way for so-called "strips of trees" across the continent, and
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 0. 0. 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. GREEN. I will try 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 1iven 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 program is not so large.
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 judgment, upon industry, and it will help
the morale of our people. 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 gotten off the security bill
for a moment, may we have your opinion as to the intermediate wage
which is suggested for that public-works program on these public
works?

Mr. GREEN. My opinion is that the wage paid 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 sets 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 sAuound.
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Secondly, why should a worker, because 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 Couzmes. You mean to put them on a shorter period in
the public works?

Mr. GRZEEN. Yes, and that will serve two purpose-it will distrib-
ute public work among more people and overcome the objection
offered.

Senator CousINs. So, that in the aggregate those working for the
Government in public works will get less than they get in private
industry?

Mr. GahiRs. They might, but the same wage standards would be
maintained.

Senator CoUsINs. But in the aggregate they would get less per
week?

Mr. GREN. Yes.
Senator COSTI0AN. You strongly disapprove of such an arbitrary

figure as $50 per month?
Mr. GazEN. Absolutely. I should protest vigorously against that.
Our hopes and expectations in regard to the effects of any system

of unemployment insurance we may adopt should not be too extrav-
agant,. We must not look upon it as a cure-all for all of our problems,
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. For instance,
no system of unemployment insurance could meet this extraordinary
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 itwi. elp in bringing about a more equitable distibution of income
that. have ha inthe past or have at the present time.

Our primary concern now must be to secure the best possible plan
in order to save outeelvee the necessity of making sweeping and wide-
spread changes later. It is wise now to initiate the type of plan which
wew6 ito ontinue. To this end, we 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 agency of the
entire social-insurance program, I should like to see an amendment
which would provide for labor representation on the Board. With
such labor representation on the Social Insurance Board, the wage-
earners of the country will feel that their interests will be more ads.
quately protected and this, in turn, will tend to insure confidence and
satisfaction.

There has been much discus-ion in recetit months of the relative'
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 KiNo. 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 60 percent, that would be less in some localities than in others,
due to the standards.

Senator KINo. I have in mind that perhaps in some sections of our
country, because of climatic 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 payments would be less.

Senator KINo. Your plan would not be, then, to compel the same
level of wage in every section of the United States regardless of local
conditions?

Mr. GREEN. No, sir- that is economically impossibe. Such a
measure would establish fair and equalized competitive conditions,
insofar as the costa and the benefits of unemployment insurance are
concerned; it would establish a uniformity of standards which could
be achieved in no other way. Since such a national measure ap ar-
ently cannot be adopted under our Constitution, the grant-in-si 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 unemployment insurance system-if the time comes when it
is possible for us to adopt a national system.

The 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
is 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 industry. 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 charam-
terized, as is ours by fluid capital, nratory industries, shifting labor
markets, seasonal, technological, and cyclical forces, unemployment
cannot be looked upon in any sense as a local, State, or even regional
phenomenon, to be insured on anything less than a national basis.
The grant-in-aid plan recognizes the national nature of the unem-
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.

The grant-in-aid or subsidy plan of unemployment insurance can
more adequately meet the needs of American industries and American
workers, in my opinion, than can the plan proposed by the present
bill.
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There is no reason why we should today go through a long period of
experimentation in the States. We have the experience of other
countries and the advice of our own students and experts to guide us.
We do not want 48 different typos of unemployment insurance.
That does not seem to be a goodt ing. Wide variations in type of
fund, in length of waiting period in amount of benefits and length of
time during which benefits would be paid, would be highly objection-
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 be less danger that
they will be subjected to political misuse.

May I explain just now to the members of the committee that an
advisory committee was appointed by the President and it was
assumed that that advisory committee was quite representative of
labor, employers, and of the public, and along with that committee,
the social security experts served and gave splendid advice. The
question of the grant-in-aid plan or the rebate credit plan, as prol.osed
by the Wagner bill, were thoroughly discussed by that comnuittee.
It was go into exhaustively, andthe committee by a vote of 9 to 7,
I think t was, finally decided to favor the grant-in-aid plan, and that
was the recommendation of the advisory committee to the Social
Securities Committee, 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 UkSTIOS. Mr. Green, I think I understand you, but
won't v-- .%,f in the record there just what you mean by the grant-in.
aid p -i, , if you have any recommendations to make, do that,
please

Mr. JHEEN. Yes. I have the recommendations here. The
difference in the rant-in-aid plan and the credit plan as proposed in
this measure is simply this-and I presume some of the experts have
analyzed it for you. In the first place in the grntin-aid plan, the
Government levies the tax the pay-rolf tax. Let it be 3 percent, or
4 percent, or 5 percent. It collects that money; it comes into the
Treasury of the United States; it is held by the Treasury of the United
States and by the Federal Government. Then the States are given
to understand that if they pass unemployment insurance legislation
which measures up to certain standards set by the Congress of the
United States, that the Federal Government will subsidize them to
the extent of the tax paid by the different States.

Senator CLARK. You describe the system in the act. That does
not leave it, as this bill does, to some Federal Administrator.

Mr. GREEN. I describe the system in the act. It is on the same
basis as the contribution-as I understand it,-it is on the same basis
as the contribution made by the Federal Government to States in the
development of roads-we match you, we subsidize you; we 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 Couzzws. But it has no relation, however, to where the
money comes from.

Mr. GREEN. I beg your pardon?
Senator CouzENs. I mean, in the grants to the States for road

building, it has no relation to the source of the income? The aid to
build roads coness from the general fund?

Mr. GREEN. From the general fund.
Senator CouzENs. And has no relation to the source of the col-

lection?
Mr. GREEs." No.
Senator COUzENS. While 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
amount that they would pay to the Federal Government provided they
could show they paid it into a State insurance fund. In one way the:
Government gets the money 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 CLARK. 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. UREEN. Yes, sir.
Senator BLACK. What I understand is that you* propose that so

far as the plan for collection is made on pay rolls, the Government
ang shead and do that from the pay roll?
Nfr. GREEN. Yes.
Senator BLACK. For the States, as provided?
Mr. GREEK. Yes.
Senator BLACK. But in addition to that, and separate and distinct

from it and not connected with it in any way 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. GREEK. It would be on that same basis. It would be the
amount of tax, however, collected 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 under the grant-in-aid Yor road building.

Senator CLARK. I did not per aps make my question clear. You
propose that, as done in this bill, a tax be unposed practically onpay rolls? _

Mr. Ozz. Yes sir.
Senator BLACK. Through the employers?
Mr. GiEE. Yes sir.
Senator BL.AC. That will constitute a part of the fund, but in

addition to that as I understand it, do you favor an additional aid
from the Federal Tr~sury out of the general tax-raised money?

157



5ZOONOMIO BECURFIY AOT

Mr. G z N. The money collected from the pay-roll tax only, unless
the Congress of the United States-

Senator BLACK (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
paid into the State insurance fund. There is the difference in the
two.

Senator BLACK. Yes.
Mr. GREEN. And labor is very much concerned with the standards,

as I will develop.
Senator BLACK. Has your 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-
Senator BLACK (interrupting). I am talking now of unemploy-

ment.
Mr. GREEN. We are not proposing that.
Senator BLACK. What is the difference, as you understand this tax,

in an employment tax or a tax on the employer, and a manufacturerssales tax?
Mr. GRE.EN. The difference is this: That Uncle Sam gets the money

in his Treasury.
Senator BLACK. He would do that on a manufacturers' sales tax,

wouldn't he?
Mr. GREEN. You mean under this Wagner bill?
Senator BLACK. I am talking of the kind of tax that is proposed for

unemployment insurance. What is the difference 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 paid into the Federal
Treasury. Then the Federal Government, through Congress, can
say to the States, "We will subsidize you providing you pass unem-
ployment insurance laws that measure up to the standards set by
Congress."

Senator BLACK. Just a moment there, Mr. Green.
Mr. GREEN. If you don't, you get no money.
Senator BLACK. 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 Federa[ Treasury, which is not necessarily raised from the
particular State to which it goes back.

Mr. GREEN. The money comes into the Treasury.
Senator BLACK. Certainly, but what I am getting at is this: What

is the difference between the employers' tax as provided in that bill,
and a manufacturers' sales tax, as to the persons who have to bear the
burden?
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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 its distribution.

Senator BLACK. I understand that. Then if the Federal Govern-
ment granted aid to the State out of income taxes, inheritance taxes
in the higher brackets, there would be a considerable difference
between that part of the payment and the manufacturers' sales tax,
and the employers' tax.

Mr. GREEN. Yes; a good deal of difference in them, but the thin
aboutit is that if you have the money and you bargain with me and
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 State must meet the standards set by Congress in order to
get the money.

Senator BLACK. 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 tiere was the ghost of a chance to get it through.

Senator BLACK. 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 am 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 the Congress of the United States can use this:
taxing power to indirectly compel a State to do something.

Senator GORE. That was involved in one of the child-labor laws.
Mr. GREEN. That is the question involved.
Senator GORE. Yes. Your plan is for the Federal Government,

however, to prescribe 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 if it does not have it.

Mr. GREEN. Yes. I have the standard here that we recommend.
Senator GORE. I want to ask you one or two questions before I

leave. , Miss Perkins made reference, a day or two ago, to men who
are 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 oo
deal of time and thought to that subject. What is the contr lg
reason why that thing is done? Of course they have accumulated
experience and therfore are better fitted than younger men who have
had less experience. Does that have any reference at all to premiums
on group insurance or industrial insurance?

Mr. GREEN. You mean the average age of employees in a plant?
Senator GoRr. Yes. Why is it that industry has thrown these

men into the discard, when they have accumulated experience aed
hAve the physical fitness to go ahead with their task? Why is that
being done? I understood it was because the premium on industrial
insurance, compensation insurance was higher and because of that,
they dropped them out, so as to escape that higher premium. I want

Slind 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. I

Senator GoRE. Is that because they are not supposed to have the
speed? What is the reason?

Mr. GRAN. 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 point possible.

Senator GORE. Then do you not think the matter of insurance has
any controlling effect on that?

Mr. GREEN. Yes it has, where group insurance prevails, but you
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 it 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 longer period of employment, 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 think 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
point.

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. was wondering whether you made any investiga-
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. GREN. The men who are displaced or retired, you mean
when they reach 45 years of age?

Senator GORE. So that if their premium is advanced they will not
be retired but they will be allowed to continue to pay the average of
what the iower 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.
Senator GORE. It looks to me like it is not only a discrimination

and a tragedy against a man who has reached this age of 40 or 45
years, but it is a tragedy to our social and economic system. It gives
preference to inexperience over experience.
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Mr. GREEN. Absolutely, because in most instances, I think g0
percent of the men who are 40 and 45 years of age, are perhaps more
desirable 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 GOIRE. It is one of the worst problems in our economic
system.

Senator 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 a man may be dismissed because
he reaches the ages that Senator Gore is talking about? In the con-
tract that you make with the employer, is there any effort made by
your organization to take care of these men who have reached that
age?

Mr. 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. If they undertook to dismiss a man that was
50 years of oe 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 wky the man at 50 ought to be dismissed. Of course
we are reasonable enough to know if he is 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. We do not feel he ought
to be pushed out altogether. Now, in many industries, our agree-
ments provide for a seniority rule. On the railroads, for instance,
the semority rule prevails. If there is any reduction in the force, the
man with the shorter service is droppedout 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 ser-vice.

I should like to include in the record-I will not take 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 CHAIRMAN. Have you the names of that advisory committee?
Mr. GREEN. Yes sir.
The CHAIRMAN. I vish you would put that in the record.
(The above report or recommendation mentioned is as follows:)

Tnz GRANT-IN-AID TYr OF FEDERAL-STATE COOPERATIVE PLAN rOR UNEM-
PLOTME-%r COMPENSATION

(Not an analysis or comparison but a summary of some of the larger aspects
of the grant-in-aid plan supported by the majority as Interpreted by one of them.)

The majority of the Advisory Council on Economic Security, by a vote of 9 to 7
favor the grant-in-aid type of Federal-State cooperative plan for unemployment
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.
Ile fundamental position upheld by the majority is that the grant-in-aid plan

is more adaptable to our economic life and to the needs of both industry and the
workers. American economy society is national in nature. It I& not organized
according to geographical or political subdivisions. Industries reach across
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States, sections, and even the continent. In this economic society labor is
mobile. Workers move from industry to industry, from State to State, from an
industry In one State to a different industry In another State. In a society of
fluid capital, migratory Industries, shifting labor markets, seasonal, technologi-
cal, and cyclical frees, unemployment Is a social hazard of our dynamic indus-
trial life.

Unemployment is, thus, a problem of industry and the Nation. Its economic
and other causes and its social and other Incidence involve our whole industrial
order. Any Federal-State cooperative plan for unemployment compensation
should, theifore, recognize as far as practicable and wise, our national economic
structure. C6operative Federal-State legislation and administration should
recognize the spheres and values of the Federal and State governments, but the
States should not be required to attempt to meet situations and serve purposes
not In accordance with their situation and nature.

The purpose of the Federal-State cooperation is to stimulate a more Intelligent
stabilization of industry and to provide more security for the workers. The
Wagner-Lewis plan 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 unemployment in
the latter. The majority hold that the grant-in-aid plan can more adequately
meet the needs of Ameican industries and workers with their unemployment
problems created by (1) national and interstate industries (2) mobile labor,
interstate 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 beat interests of the workers as parts of our
national dynamic society. *

The collection of the tax by the Federal Government required by the grant-
In-aid plan affords a clearer basis for the deposit of the money in the Federal
Reserve banks. There can, under this plan, be no basis for pressure on Congress
to allow the money to be deposited in local (and in some State political) banks.
The value of the nationally wise use of the funds by the Federal Reserve as an
aid to stabilization cannot then be jeopardized by either financial short circuits
or political misuse.

Furthermore the grant-in-aid would be separate from the tax law. ' Congress
has power to levy this geoephically uniform excise tax on pay rolls. Congress
also has power to apropriate 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 security constitute a clear public
purpose. In the Wagner-Lewis plan the tax and the appropriation are joined
In the same act. Under the strain of carrying sufficient national minimum

standards and other regulations required by the interstate and national nature
of industry and unemployment such a joint act more seriously raises the question
of constitutionality.

The grant-in-aid 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 proposed plans to promote insurance against desti-
tution and could more readily hefp to unify the collection of the funds Involved
in a more comprehensive program of social security.

For the purpose 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 16,000,00 workers involved
It is inconceivable that Congress would ever fall to continue the appropriations.

The grant-in-aid plan, 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-Ide 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 can 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.

Finally, we believe that the grant-in-aid plan can better provide for esential
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 chiseling or 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 CHAIRMAN. 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, General Electric Co., New York City.
Morris E. Leeds, president, Leed a& Northrup Philadelphia.
Sam Lewisohn, vice president Miami Copper 6 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 Railway and Steamship Clerks.
Paul Scharrenberg, secretary-treasurer, California State Federstlqn of Labor.
Henry Ohl, Jr., president, Wisconsin State Federation of Labor. .
Belle Sherwin, former president, National League of Women Voters.
Grace Abbott, University of Chicago and former chief, United States Children's

Bureau.
Raymond Moley, editor of Today and former Assistant Secretary of State.
Paul Kellogg, editor, The Survey, New York City.
George H. Nordlin, chairman, Grand Trustees, Fraternal Order of Eagles, St.

Paul.
George Berry, president, International Printing Pressmen and Assistant'

Union.
Josephine Roehe, resident, Rocky Mountain Fuel Co., Denver, Colo.
John 0. Winant, governor , New Hampshire.
Mary Dcwson, National Consumers League.
Louis J. Taber, master, National Grange, Cleveland, Ohio.
We ought to have higher and more uniform standards than we

can secure under the proposed measure. 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 e time during
which the payments of benefits shall continue. 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 theminimum standards, the States will be free to experiment in any
way they may choose.

There is every indication that there will be less question of the
constitutionality of a law providing for the grant-in-aid or subsidy
plan than there will be of the present bill, if it becomes law. Congress
has power to levy a uniform tax on pay rolls. Congress also clearly
has power to appropriate money as grants-in-aid to the States for such
a public purpose as that of unemployment insurance, on the terms
which Congress may establish. Federal grants.in-aid are en estab-
lished part of our Federal-State relationships. We have been doing
that. There is nothing new in this plan, and it avoid'j experimenta-
tion which may be both dangerous and unconstitutional.

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 recommends and urge that standards be written into the
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bill to be met by 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 permit even very small contributions
to such funais. 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 unemployment 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 cst which em-
plo era meet.

A second reason why we oppose compulsory employee contribution
is that contributions for unemployment insurance paid by cmp!oyers
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 BLACK. Mr. Green, may I ask you a question, please, sir?
Mr. GREEN. Yes air
Senator BLACK. if ram 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.
Senator BLACK. 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?

Mr. GREEN. It is probably 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 g overnment 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 included as
a fixed cost of production and is passd on to the consuming public.

Senator BLACK. 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 from 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
you make on your plan of collecting the money from the higher
bracket?

Senator BLACK. Your objection is to putting it on the employee
because he would have it taken out of his wages?

Mr. GREEN. I do not want to get into any argument with you on
that.

Senator BLACK. I want to follow it up, because I want to get it in
the record. I think probably I may want to offer an amendment
and I want to see if I cannot get-it clear. Your objection is that it
will take it out of his wages?

Mr. GREEN. Yes.
Senator BLACK. 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, will it not?

Mr. GEEN. Yes sir; that is inevitable.
Senator BLAcK. Is it not true that the only posible way to avoid

that is by some-method of getting a part of this contribution from
those who have higher incomes and who do not buy any more of the
consumable products than the employees themselves? Is there any
other way we can escape that? Is there any plan that you can think
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?
I Mr. GREEN. We proceed upon the principle that the vast consuming
public that is the farmers the laboring, and the masses of the people-
should be relieved of this burden.

Senator BLACx. At least in part.
Mr.' GREEN. At least in part. Your plan would be the only

alternative of course.
Senator 3LACK. In 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 are in the lower
income-tax brackets?

Mr. GRiEN.' You cannot help it because they are the mass of the
consuming public. I agree with you on that.

Senator BLACK. If we were to adopt a Federal-aid system which
would collect a part of that fund from the higher incomes and pay it
into the States as a subsidy, we would distribute it partially on the
consumers even then and partially on the higher incomes.

Mr. GREiN . That is the way it would work out; yes, sir. I have
incorporated your suggestion m the old-age pension plan. A part
of the money out of which old-age pensions should be paid should bo
collected from the higher brackets of the income tax and from inherit-
ance taxes, and so forth. We have been proceeding all the way
through ulon the principle that unemployment insurance must be
borne by the consuming public through a pay-roll tax, the employer
being the collecting agency through which the money should be
collected. In fact tat is the basis of it in every other country.
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Senator BLACK. 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. GREEN. I would relieve labor and the farmers of a burden to
that extent.

Senator BLACK. You mean under the other system?
Mr. GREEN. Yes; that is what I mean.
Senator BLACK. Are you familiar with the fact that England has

recently, 'ithin the last few months, in order to accomplish that
very purpose, raised the amount of national contributions?

Mr. GREEN. Yes.
Senator BLACK. On their various security programs.
Mr. GRzEN. Yes; I am aware of that.
Senator CONNALLY. Mr. Green, let me ask you this question:

If the employee does not contribute anything at all from his wages,
are not you putting a heavier burden on that vast class of people who
are also consumers and taxpayers that will not get any benefit, for
instance, the employees in establishments employing less than four
persona? Employees working in establishments employing lea than
four persons Will not get anything under this bill, vet they will either
pay more in direct taxes or they will pay more for the cost of their
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
farmers and the farm population.

Senator CONNALLY. Why exempt them?
Mr. GREEN. They did not feel it was fair and just to extend unem-

ployment insurance over that industry and over that class of people.
%%nator CONNALLY. But we are going to extend the cost of it over

them.
Mr. GREEN. Yes.
Senator CONNALLY. They will have to pay more for everything

they buy, for everything they consume, and they will get no benefit
from it, whereas the employee that will get a benefit from it will not
contribute a cent.

Mr. GREEN. Of course labor might 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 helping
this way and that way. We are paying that tax, as you know, and
are glad to do it, because we want the farmer to raise his economic
standards.

Senator CONNALLY. If we did not have the processing tax probably
a lot of factory employees would not have a job either.-

Senator CLARK. Mr. Green, 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 CLARK. I say what length of time must a man work for

an employer in order to te considered as a regular employee?
Mr. GREEN. We are attempting to meet that situation by establish-

ing the pooled State funds, as I am going to recommend here in a
momentt, so if a man passes from one State to another he does not lose
his claim for unemployment insurance.

Senator CLARK. How about a farmer who employs transient labor?
Mr. GREEN. The farmer is exempt under this.
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Senator CLARK. He is not exempt if he employs more than four.
Mr. GREEN. It is felt that he will not employ more than four.
Senator CLARK. A great many farmers employ more than four

people at certain periods of the year.
Mr. 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 few weeks, that would be considered
as temporary employment. We are dealing with permanent employ-
ment.

Senator CLARK. What I am trying to get at is what is the definition
between permanent and temporary employment in the bill?

Mr. GRn.E. I am 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 be taken into consideration, as
I see it I know the intention is to deal fairly and justly with all in
this matter.

The workers, who are themselves the principal consumers, will
ultimately, therefore, pay a portion, at least, of the contribution of
the employer. Workers have borne the entire cost of unemployment
in the past. They will continue to bear at least 50 percent of the
cost, when they receive only 60 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 wages
which they might otherwise receive. Since old age is not causedby
the employer 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. Ilis wages simply are not equal to
the payment of contribution to the two funds. It isnmy urgent
request that any unemployment 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
increased, 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 (die base used in the bill) was only 74 percent, without the
inclusion of building, which for that month stood at only 31 percent.
The bill, therefore, does not provide even for the inadequate 3-percent
tax unless production increases very materially. I can see no justi-
fication for predicating the tax to be assessed under an unemploy-
ment insurance bill upon past production in any year or series of
years. We may not return to the production of 1023-25 for a long
time. I favor a tax of 5 percent to begin at once, without reference
to production averages. We realize that there must be some delay
in putting into operation an unemployment insurance measure, but I
see no reason why we should deliberately delay the collection of taxes
for this purpose un(il we return to some more or less arbitrarily
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selected level of production. Such a delay in the collection of taxes
for this purpose will be exceedingly difficult to explain or to justify to
the masses of the American people. With curtailed production under
many of the codes, with a greatly decreased foreign trade in which
there is little present prospect of improvement, and with production
for the entire year of 1034 only slightly above that of 1933 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'HASTINs. Mr. Green, right at that point, have you any
estimate as to what 3 percent or 5 percent would be, annually?

Mr. GREEN. Yes; we have made some estimate on it, but it is all
a bit uncertain, Senator, because it is based upon shifting the index
of. production and it is very, very difficult to determine accurately
what would be returned from either the 3-percent or the 5-percent
tax. Of course you can approximate it.

Senator HASTINGS. What is your estimate of the national pay roll
that would be affected by this bill?

Mr. GREEN. I have the figures here. This is as nearly as we can
get to it.

Senator HASTINGS. Yes.
Mr. OREEN. The average number of gainful workers in 1933 was

about 49,600 000. 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-
age by reason of occupation. If those 65 years of age and over are to
be protected by old-age pensions, an additional 1,100,000 employees
might be excluded by reason of age. If firms of five or less employees
are, approximately seven, 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 contributing to
unemployment insurane 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 again reemployed
therein, about 23,000,000 employees would then be covered.
The income that might have been expected from a tax or contribu-

ton of 2 percent of pay rolls (excluding individual earnings in excess
of $50 per week) would have approximated $316,000,000 in 1933.
A tax of 3 percent would have yielded about $476,000,000, whereas a
6-percent tax would have resulted in a total income of almost
$790,000,000. Assuming continuance of th,% improvement in econo-
mic conditions, somewhat higher revenues could be expected in 1934,
1935, and 1936. And by the way, I might make this observation,
that the Wagner-Lewis bill introduced at the last session of Congress
provided for a 6-percent pay-roll tax.

In order to estimate the amounts of benefits that could be paid to
unemployed individuals as a result of such a plan, it is necessary to
revert to an estimate of what could have been pald had the plan been
in operation for a number of years past. On the basis of such a
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 6-percent tax was imposed.
These figures are estimates, based upon the best figures available.

Senator KINo. Is there 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 pay 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
gainful occupations in those industries where the employers would
he subject to the tax.

Mr. GnEEN. 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 KINo. 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, 14N 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 Federal
Government.

Mr. GREEN. It would be 5 percent on their pay roll. It would
not be quite the same as 6 percent on net earnings or 5 percent of the
production. Three percent on the pay roll would be perhaps small
as compared with the other tax.

Senator KINo. whatever the tax was that of course would be sub.
tracted from their net income, or added to the expenditures, rather.

Senator CLANK. They would include that as part of the operating
expenses.kfr. GREEN. My judgment is, as the Senator said they would in.

elude that as a part of the operating expenses, just the same as they
do the workmen's con ensatioii insurance now.

Senator KiNo. But t-ie effect, indirectly, would be to diminish their
net return.

Mr. GREEN. I am not sure about that. I do not think so. I think
their net returns would be pretty good, Senator.

Senator KiNG. I am not saying their not returns would not be
good. They might be too great.

Mr. GREEN. [think they probably would be as great, because they
would increase the cost of the manufactured products sufficient to
cover the increase, to absorb this pay-roll tax.

Senator IIsTINs. Mr. Green there i just one more question
before you leave that subject. Under that plan, assuming this 6.
percent levy had been made upon the pay roll and it brought in
$70,000,000 is that distributed only to persons who have worked a
certain length of time?

Mr. GREEN. That would be 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 a 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.

Senator HAsTINGS. It would not take care of anybody who had ot
been able to get employment?

1 10
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Mr. GRss . No no; It would not take care of the unemployables
of that group. W; cannot delude ourselves into the belief that
unemployment insurance is going to take care of our whole relief prob-
lem. We learn that from the experience of England Germany, and
other countries. That has all got to be supplemented bya very elab-
orate and comprehensive relief plan. It Is intended to take 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 BLACK. It is exactly the difference, isn't it, between a
health policy which we understand usually covers a man about 6
months, but ft 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. GRzEN. Yes; seasonal unemployment. If a man happens to
got out of work this is to tide him over while he is seeking employment,
attempting to And employment.

Senator BLACK. While he is shifting from one job to another?
Mr. GREEK. 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), (a), and (d) of title VI be given a place in
any measure adopted. Such conditions are vague and unsound and
would prevent effective operation of any plan which might become law.

I signed the report of the minority of the Advisory Council on
Economic Security, on the question of the amount of the pay-rol 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 a majority of the committee favored the .-pAr.
cent tax and a minority favored the 4-percent or 5-percent pay-roll
tax.

Senator HASTINSo. 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

majority?
Mr. E. I can give you that, but I do not think I have divided

that in here.
The CHAIRMAN. Mr. Green, what was the vote on this last question?
Mr. GREEN. On the question of the 3-percent tax?
The CHAIRMAN. Yes.
Mr. GREEN. I have got it in the minutes but I do not think it is

here at the moment.
The CHAIRMAN. Will you supply the record with that?
Mr. GREEN. Yes. We had several test votes. First, on the

employer-employee contributions. The majority of the committee
voted against employee 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 CHAIRMAN. 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. GPEEN. I will submit it if you wish it. If it will be helpful
to the committee I would be glad to submit it. We spent days,days, and days on this.The CHAMAs. 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 subsidy, or what is known as the "grant-in-

aid unemployment measure", was 9 to 7 in favor. However, this vote was taken
by a show of hands and not by a roll call. For this reason it Is Impossible 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 vote taken as herein referred to.

Those who signed a minority report for higher payroll tax were: Paul Kellogg,
Frank P. Graham, William Green, Helen Hall, Henry Ohl, Jr., George Ifarrison.
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 employees, nothing
more could be paid.

To increase the benefits I recommend that the tax on pay-rolls be
increased to 5 percent. Unless we extend the time for which benefits
run considerably beyond 15 weeks we cannot hope to make benefits
cover the time which experience has shown men and women seek
work before they find it. The technical staff of the committee on
economic security made calculations on the duration of unemploy-
ment from tables prepared by the commit tee's actuaries. The results
showed that even in times of properity 54 percent of the unemployed
wage 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 earners would fall outside the benefit period, while in average
times 60 percent would be outside.

Actual studies of the duration of unemployment bear out these
statistical estimates. A study made by the Bureau of Labor Statistics
covering unemployment in Philadelphia in April 1931, showed that the
averse person who was unemployed in that month had been out of
work for 37 weeks. An unemployment survey in Buffalo, in Novem-
ber 1933, showed that in 1929, 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 78.3 while 68.2
percent of the group had been out of work for over a year. In 1928,
a field survey was made for the Senate Committee on Labor, under the
direction of Dr. Isador Lubin. Even during a time as prosperous as
1928, 42 percent of. those who had secured jobs and 55 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 15 weeks made possible by the 3-peent 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 himself forced to depend upon public relief at the
end of 14 or 5 weeks of unemployment compensation. This period
of benefit payments is pitiably inadequate. If the bill is amended to
provide for a 5-percent 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 any one year. We should then be offering
economic security to the wage earners of this country which would
have real significance.

Senator WALSH. Does this bill provide benefits for the employees
who may work only I or 2 days a week and for the rest of the week
they would be unemployed? under this bill they would be considered
as being unemployed; would they?

Mr. GREEN. No.
Senator WALSH. Why are they not entitled to benefits?
Mr. GREEN. That wil have to be worked out in the State uneni-

ployment insurance measure, so that part-time workers can be paid
part-time benefits.

Senator WALSH. It is possible to keep a person employed at maybe
I 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 week is entitled to unemployment
benefits. That plan wiill be worked out in detail in your State laws.
I am merely setting up what are called "general standards" here.
That is a detail that will be covered in State laws.

Senator WALSH. I suppose it would be included in the definition
of unemployment?

Mr. GREEN. Yes.
These figures are taken from estimates made by the Committee on

Economic Security, based on the experience of 1922-30. Even based
on the experience of 1922-33, when a major depression is included, a
5-percent tax would permit 19 weeks benefit wiith a 2-week waiting
period, at half the normal wages, up to $15 per week.

I object particularly also to the unreasonably long waiting period
of 4 weeks which is made necessary by the 3-percent tax. 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. Wage earners
have at best very slender reserves of saving. A period 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 reconmnend that such employment insurance measure as may be
enacted into law by the Congress of the United States shall prescribe
a waiting period not to exceed 1 week.

May I quoto the conclusions reached by those members of the
Advisory Council on Economic Security who signed the minority
report 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 E-onomic
Security. These compared the protection proposed under a 3-percent plan for
the United States and that afforded throughout recent years by the standard
benefits of tne British system of unemployment insurance which has a combined
4yrperernt basis. Earning $2 a day or its equivalent, either American or British
worker would lose $208 In wages if out of work for 4 months. It was pointed out
if eligible under the proposed Federal act the American worker would be assured
a total O $80 In unemployment compensation. The British worker, If single
would fare about as well ; but if married, with 3 children, the family man would
get $130 in the same period; and if allowance were made for relative purchasing
power, he would get $156 against the American $80. In the higher wage brackets,
the 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. The general run of
American benefits would be cut short at 14 or 15 weeks, while the British standard
benefits begin after I week's waiting period (against the 4 proposed for the United
States of America) and run up to 26 weeks (against 16).

An employee with a 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 experience should be used by
us in every way possible. If England has been able to maintain
through the post-war depression a coverage such as it has maintained,
and which it is oven now liberalizing, surely the United States cannot
be content with the meager coverage 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 seem that we cannot offer to our wage earners less, in those
times of recovery, than England has been able to maintain during
depression.

Third. I recommend that neither company reserves nor industry
-eserves 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
taken advantage of only by those employers. Plant, company, or
industry unemployment reserves are not unemployment insurance.
I am of the opinion that the States shodd be given a certain freedom
in the choice of the plan which they adopt, but I am of the conviction
that there must be lints of choice fixed-by the Federal Government,
and that those limits of choice fixed by the Federal Government must
not include plant or industry reserves. We have seen company re-
serves tried as a method of unemployment insurance. There is no
reason why experimentation 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 insurance, namely,
the distribution of risk and burden. The withdrawal of the "better'
employers and industries from the State-pooled funds would seriously
weaken the State funds and endanger the employees who are working
for the companies left in the pool. There is a serious menace to
organized labor in the individuid company reserve. Employers who
are strongly opposed to the free and independent organization of trade
unions will be able to use their company or industry reserve as a
weapon in their fight aa t unionization of their employees. They
might offer slightly hig or benefits, or pay lenefits for little longer
period, upon the understanding that their employees remained un-
organized; they could use their unemployment reserves around which
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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 milions of workers who are members of that Federation, I protest
most emphatically against any provision which permits a State to set
up unemployment reserves on the basis of company or of industry.

Fourth. I further recommend that any unemployment insurance
law adopted shall provide that benefits shall in no case be less than
60 percent of the normal wage, with payments up to at least $15 per
week. I do not consider a maximum benefit of $15 a week satis-
factory. I should much prefer a maximum of $25 per week, and I
should like also to see 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
expect 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 te less.
In New York State, in Massachusetts, Ohio, and other States, where
wages are higher, 60 percent of their wages would be larger, and it
would be paid in accordance with the wage and economic standards
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 piid uniformly all over the country, but 50
percent of the wages eamed.

The question of a reinsurance fund has been given much attention
in the discussions of the past few months.

Senator CONNALLY. M r. Green, let me ask you, if the employee 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 difference in different places? Why should we not standardize it?

Mr. GnREEN. Because it is not in accordance with the scientific
principles established in any unemployment insurance measure.

Senator CONNALLY. Do not most of them require contributions?
Mr. GREEN. Not all of them.
Senator CONNALLY. Most of them?
Mr. GREEN. Yes; I understand they do, but that isn't a good

reason why we in America should be rec red to do that.
Senator CONNALLY. Except on the theory that the employee is not

going to contribute anything. If a man in one locality is going to get
a gift from the Government or a gift from the consuming people, why
should he get a higher gift than another man in another location?

Mr. GREEN. He isn't.
Senator CONNALLY. You said in the South you are going to pay

a less rate than you are going to pay to a man who is doing the same
work in Now York, when that man in New York does not contribute
anything more than the man in the South.

Mr. GREEN. They get 50 percent of the wages. That is what I was
telling you. I think that is fair. I do not imagine that the em-
ployer in the South %ill care to pay the same weekly benefits, unem-
ployment-insurance benefits, as they would pay in *New York.
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Senator CONNALLY. 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 employee in
one part of the country a different rate than it pays to another em-
ployee in another part of the country?

Mr. GREEN. That is under the same theory that they have higher
wages in New York than they have in the South.

Senator CONNALLY. This is 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 WALSH. The employer in the North pays a higher tax than

the employer in the South. That is one answer, isn't it?
Mr. GREEN. Yes; he would pay a higher tax.
Senator CONNALLY. 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 WALSH. He pays 3 percent of his pay roll. His pay roll is

higher because he pays higher wages.
Mr. Gsr.. His pay roll is heavier, therefore the 5 percent wouldbe~wreater.

he question of a reinsurance fund has been gven much attention
in the discussions of the past few months. Dierent industries and
States are subject to varying degrees of unemployment. In Novem-
ber 1934, the building trades, for example, reported 69.6 percent of
unemployment; the service trades 28 9 percent; mining, 35.9 percent;
manufacturing, 29.8 percent; and trade, 19.9 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. Whether 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 determine whether this is the method by which to arrive at the
creation of a broad, guaranteed, and well-administered unemployment-
insurance system.

OLD-AGE SECURITY

There are some 10 million people 60 years of age and over, the large
portion of whom is faced with the worst possible hazard of modern
life-bleak hopelessness and indignity of dependency which comes
abruptly after one has contributed to the utmost of one's resources
as an active participant in our economic system. Any one of us, if
faced with the prospect 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 security is a problem which goes to the very roots of social,
economic, and moral factors which are (undamental to human exist-
ence. How can this liroblem 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 progress made in the form
of State legislation has been due to the unrelenting support of the
program in various States by organized labor.

The 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 none of these experiences
have given any evidence that it is possible to solve the problem through
State administration unaided by the Federal Government. We have
learned from experience, in recent years especially, that onl r a
Nation-wide plan can cope with the problem o? old-age security. In
approaching such a Nation-wide plan Congress must take stock and
measure the scope of the problem with which 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 depression. In surveying the status of persons
05 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 indigeney then prevailing among the
aged., On the basis of those ratios, we find that in a prosperous year,
about 30 percent of the entire group, or about 2,000,000 persons,
owned no property whatever. About 40 percent, or about 6,600 000,
had no income front work or business, and some 17 percent, or about
1,000,000 had neither property nor income.

About 26 percent of males and about 14 percent of females were
totally unable to work; 30 percent of males and 40 percent of females
wer able to do light work only.. A large portion of the group were
afflicted 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 percent were supported by public or
private charity and another 60 percent received no aid at all.

Tis gives ui a rough picture of the situation in a year of pros-
perity. A great deal more darkness and misery had entered into this
picture during the depression years.

It has been estimated that out of the total of 6,500,000 some
2,700,000 persons of 65 and over were supported wholly or partly by
others in 1930. There has been unquestionably a tremendous increase
in the numbers of aged who must rely on support after 6 years of
depression which have rendered bankrupt those who have previously
carried the burden of support. The aged have undoubtedly const'-
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 problem of old-age security penetrates into every phase of our
national life. It affects closely every class and group of our popula-
tion.

The agricultural population generally has enjoyed greater stability
and greater security 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 generations. Those attached to the family depended
upon it for their economic welfare. This traditional family relation-
ship is now rapidly becoming disfupted. The patriarchal agricultural
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family is disappearing 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 ag has lost much ground as the result of recent
developments in agricultural industrialization and mechanization. it
is safe to say that the pioblem 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
elements injected into the situation by industrial urbanization, in
the slums and tenements of our cities, the aged poor are completing
their span of life 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 earners has been threatened more
than that of any other economic group.

Our industrial population has been increasing at a rapid rate. In
fact, while our total population has manifested a declining rate of
growth its portion comprised of wage earners has increased rapidly.
Our urban and rural nonfarm population in 1930, of 15 years of ago
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 1935 and about
44 000,000 will be in this group in 1940.

Economic difficulties which confront the aged belonging to iis
group are rooted largely in the wage system as 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.

Parallel to this has been technological development in the industry.
The incidence of technological unemployment has fallen heavily upon
the older waKe earner. Older workers were displaced by machines
at a more rapid rate.

The 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 intensity
and speed of effort. There has also appeared a tendency to make this
energetic 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
before his productive capacity has disappeared or even before it has
been appreciably impaired.

The minimum requirement 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 the worker have been given little or no
consideration in establishing requirements for speed and effort in the
mass-production industries. Thus, while the tendency has been to
place superannuation at lower age levels, this technical development

as accentuated by such factors as individual judgments and
economic 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 50 years. At the ame age, the life expectation of
wageworkers, as rejected 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 find
that the wage%-earning portion of the population is gradually assuming
greater liability for the old-age group.

The wage earner is also without the advantage of controlling to
any substantial degree his occupational status. He finds practically
no employment opportunities in railroads and public utilities at the
age of 45. Equally limited are the employment opportunities with
the Federal, State, or municipal agencies for those who have passed
this mark. His prospects for employment 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 employ 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 45. 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 a man of
45--in the prime of life-stands face to face *ith superannuation and
economic dependency.

No alternative of long-term validity can be found which would
serve the purpose of the old-age pensions. The monthly 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 almshouise support is estimated to be twice as
high as that of a pension plan. _ ....

It has been shown that the cost of poverty 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 its almshouse population. The old
men and women who were indigent have been cared for entirely
through wasteful machinery of the local welfare agencies t if cared for
at all. Only during the 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, the increase
in almshouse and poorhouse population has been relatively small.
In some instances, thero has been an actual decrease in the actual
number of inmates over a given age lmit.

The pension plan has been proved to be not only vastly better
than any form of poorhouse but in fact that only permanent plan
with which the problem can be met.

OLD AGE ASSISTANCE

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 effectiveness to a very large degree.
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Tnere is a dire need for assistance which is firmly founded upon
the principle that adequate assistance will be made available to those
truly in need. This can be furnished only through Federal aid. A
plan initiated and supervised by the Federal Government is essential
if it is to be 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 thah $15 a month which would make, together
with the State contribution, a 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. In some States, the payments have been as low as $5 a month
ani it will undoubtedly be maintained i these instances that this
assistance is sufficient to provide a reasonable subsistence compatible
with decency and health. Inasmuch as a term "reasonable sub-
sistence" is extremely difficult of interpretation I deem it essential
that the monthly payment of $50 should be made the required mini-
mum under thep an. We are building upon a new foundation of
social justice and we must remain true to our purpose of providing
the aged with real economic security. As I see 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 liniit 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 reducedto 65 after January 1, 1040.
There is no justification, either social or economic, for this unduly
narrowed basis of application of the pension system emasculating the
effects of the plan. " p

Vigorous objections will undoubtedly be made to this proposal on
the ground that lowering the age limit would place upon the scheme
. prohibitive financial burden. Careful examination of facts will

show that such objections am based on a misapprehension. This
misapprehension is due to the rather general impression that by
lowering the age limit by 5 years, we would include a group which
contains a relatively larger 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, is due to the fact that the degree of dependency is much
lower in the younger age class. The rate of dependency is much
hher after 65 and shows an even more abrupt rise after 70.
.l urgently recommend that the plan be initiated with a 65-year age
limit, such limit to be reduced to 60 by 1040, at the end of the 5-yeartrial eriod.3. he 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 excess of normal, duo to the many special admin-
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istrative requirements inherent in the problem of getting such a plan
under way. By the end of this period, the administrative proce duro
should be sufficiently 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. Relie! 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
a permanent feature of our social program. It is extremely doubtful
that the real requirements of the permanent administrative organi-
zation will be bi excess of 6 percent of the total amount expended
after the initial period.

There is P, very real need for keepingthe cost of administration at
the lowest possible minimum com patible 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 plan.

In view of this, I recommend that following the initial 6-year period
Federal allotments for the administration of each State loan should
not be in excess of 23 percent expended in each quarter.

NATIONAL SYSTEM 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 cannot begin for at least
another generation. But a sound foundation must be Iaid now for an
insurance system which would eventually become self-liquidating.
Concurrent operation of the two plans will enable us through expen-
ment to perfect in time an insurance system which would fully meet
the requirements of old-age security.

The extensive experience of other countries lends 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.

In the light of this experience of others we approach the initiation
of our own scheme mindful of the special 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
one of 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 fund
is to be supplied by a tax upon pay rolls which is to apply on the sliding
scale from one percent on January 1, 1937, to 6 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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SIt is recommended-and in the case of old-ago 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 January 1,
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 monthly contributory wage be paid to workers retiring in the
sixth year of the system's operation. This pension percentage 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 larger relative pen-
sion be made available to the lower-paid worker. One existing pro-
posal bearing on this point suggests that while the average imtial
paid is 15 percent, the actual pension be computed on the basis of
the following formula: 18 percent of the first $50 of contributory wage;
13 percent of the second $50 of contributory wage- 10 percent of the
thiid $50 of contributory wage. The same formula is to be applied
to the pension payable in succeeding years

While this will yield a somewhat higher relative pension for the
lower paid worker, I submit that this end will be more effectively
attained by dividing the recipients of the pension into five wage groups
to which the pension could be adjusted. In this way the problem
would be given a far more realisito 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 is 60
years old; (2) taxes have been paid in his behalf for at least 200 weeks
over a 6-year period commencing before he is 55; and (3) he is no
longer gainfullk employed by another.

DEPENDENT CHILDREN, CRIPPLED CHILDREN, AND CHILD WELFARE
SERVICES

We have to consider under the bill which is before us appropia-
tions for dependent children, crippled children, and child-wefare
services. These problems 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,
there 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 children are in real need of assistance. Those in homes
where there is no wage 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 making valiant efforts to
carry on their all-important work despite totally inadequate re-
sources. It is estimated that there are from 3 to 5 million children
in the United States who are physically handicapped. Very excellent
work has been 4one in this field of r. habilitation in certain cases and
the progress which has been made toward fitting incapacitated adults
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so 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
extendingg and strengthening its services for the health of mothers
and children" is strikingly presented in those figures made availableSte 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 (rm
$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-
e worker's income in 1934 was $1,099 (source: the American

iederation of Labor) it must be recognized that the need for financial
assistance to mothers is greater than ever before..

When we look at the records of other countries in this field, it
must be admitted that there should be no further delay in making
certain Federa appropriations. "Payment of maternity allowances
in Australia dates back to October 1912. The allowance was £5
($24.33) for each viable child, whether or not it was born alive, pro-
vided the mother was a resident of Australia andneither an aboriginal
nor an Asiatic. Originally the allowance might be claimed regardless
of the parents' income, but tho emergency act of- 1931 restricted it
to cases in which the income of tho 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 German 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 benefits are
paid to women without jnear I whether or not they are regularly
employed, for at least 12 weeks after childbirth. The funds are sup-
p lied joitly by the state, departments, and communes." (From the

noeyclopedia of the Social Sciences, vol. 10.)
It is significant 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 provisions for all types
of assistance." (From the Encyclopedia of the Social Sciences, vol.
10.) We find that figures from our country appear in 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
1934, 109,036 families were receiving mother's aid in the United
States. Onthe 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
10,000,003 families may well be in hteed at this time, and certainly
that portion of them in need of mother's aid will far exceed 109,000.

In 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 cause at the earliest possible date. It 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 directly proportional
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 those 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 further investigation 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 responsibilit 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.

The 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
esmany times paid back if the procedure suggested meets with any

degree of success.
An estimate by the committee on the costs of medical care places those economic

losses due to sickness 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
tried medical methods, the economic 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 premature deaths. Louis
Dublin (of the Metropolitan Life Insurance Co.), basing his calculation on the
coats of rearing a hild and on future earning power has estimated that the total
capital value of the live. that can ba saved annually through the application of
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preventive medicine Is approximately $3,500,000,000. (From EneyelopaediA of
the Social Sciences, vol. I0, p. 294.)

In 1929, expenditures for medical care in the United States reached
a figure of $3,650,000,000. (From ibid., p. 294.) Since that time,
our national income has been cut approximately 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.

Furthermore, when it is noted that the people of the United States
in 1929 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", there 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 State and local
agencies are able to develop 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 care 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 receiving m excess of $10,000-3.6 percent of annual income as
compared with 1.8 percent of annual income. (From ibid.).

hen we consider the drastic reductions which have been made in
weekly earnings, we must recognize that these families are precluded
from any expenditure for medial 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 sec 49 (c); 48 Stat. 113).

(8) Payment of all compensation is made and/or Is to be sande through the
public employment ofiers in such State, and commences under such State law 2
years after contributions are first made under such law.
(9) 1 he Slate 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
paid as contributions, in the unemployment trust lund, 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 accordance 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 empo0ees
for refusing to accept new work under any of the following conditions: ( If the
position offered Is vacant due directly to a strike, lockout, or other labor disputes;
(b) if the wages hours, and other conditions of the work offered are substantially
less favorable to the employee than those prevailing for similar work in the
locality; (c) if acceptance of employment would either require the employee to
join a company union or would Interfere with his joining or retaining membership
In any bona fide labor organization.

(12) The State law Includes provisions which permit modification thereof at
the will of.the legislature or which prevent the create ion of vested rights against
modification or repeal of such law at any time.
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(13) That no contributions for the payment of premiums or the raising of this

fund for unemployment compensation is required of employees.
(14) That no nore than 1 week of waiting days from date of loss of job before

his days of unemployment begin to count.
(1) That said State laws permit unemployment compensation to be paid con-

secutively for 26 weeks provided the unemployed is without a job and has not
declined'the offer of a ob during said time. ". (16) That the unemployed during said 26 weeks or the portion thereof he is
without a job shall receive 60 percentum of his normal wages with a maximum
of $15 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 S&te of such reveral-contlnuing the bill on page 32.

Senator HASTINGS. Mr. Green, you stated that your estimate of the
pay roll was just approximate. I am surprised to find in your
figures that it amounts $15,800,000,000, and that produced 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. I gave you the figures as to what it would be on I
percent, 2 percent, or 3 percent.

Senator HASTINUS. That is based upon a pay roll of $15,800,000,000.
I am 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 reasonably cer-.
fain that your figures are correct, that is all right.

Mr. GREEN. I am reasonably certain that my figures are correct,
although I will have them checked up.

Senator HASTINGS. If you find there is very much difference I wish
you would put the correction in the record.

Mr. GREEN. I will begled todo that.
I want to emphasize this fact, in conclusion, Senator: Unemploy-

ment insurance is 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. We will have to consider it as a measure
that is intended to operate during normal periods when employment
is on a normal basis. It is intended to tide the worker over during
temporary periods of unemployment. We must always keep in mind
that an unemployment-insurance plan must be supplemented by a
substantial relief plan, because you cannot take care of it through
unemployment insurance.

Senator WALSH. Mr. Green, in trying to study precedents looking
toward the creation of unemployment-insurance benefits in this
country, have vo'u 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 every State; 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 therefore 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 sovereignties here, whereas they deal
with I sovereignty.

Senator WAL8. And for that reason at least serious consideration
should be givento 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 it provides uniformity in the levy of the tax, it
gives the Federal Government an opportunity to establish general
standards which must be established 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
possible. Outside of that we ought to let the States have the widestlatitude.

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
age.

Mr. GREEN. We 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 5
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 Federaf
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 I generally. They try to make it that. The
States contribute $2 for each $1 contributed by the Federal 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 population, and on condition
that any State, before receiig it should pay to its employees at
least $2 for ever dollar paid by the iFederal Government, 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 genera[ 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 plan. You understand this 5-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 BLACK. 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
comply with certain standards, before they get the money.

The CHAIRMAN. The committee is adjourned and will meet in exec-
utive session at 10 o'clock tomorrow. This hearing will be resumed
on Wednesday morning.

(Whereupon the hearing was adjourned.)
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WEDNESDAY, JANUARY 30, 1935

UNITED STATES SENATE,
COMMIrTEE ON FINANCE,

1I'aehington, D. 0.
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 (chairman), King, Barldey, Gore,
Lonergan, Black, Gerry, Guffey, Couzens, La Follette, Metcalf, andCitppcr.CheCH MAN. The committee will come to order.

STATEMENT OF EDWIN E. WITTE, EXECUTIVE DIRECTOR,
PRESIDENT'S COMMITTEE ON ECONOMIC SECURITY-Continued

The CHAIMAN. rr. Witte, I do not recall just what phase of this
bill you were discussing when you appeared 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 phase of it as to just what it is.

Mr. WITTE. That is what I had intended to do.
The CHAIRMAN. All right, you may proceed.
Mir. WIrr. I have not gotten beyond the first subject dealt with

in this bill, the subject of old-age security, although I think the
committee has practically completed its questioning of me on that
subject.

On the subject of old-age security there are three distinct measures
proposed in this bill. Title I is the appropriation for old-Ife 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 year, and $125,000,000 in subsequent years. This appropriation
will have to be increased in the course of the years and will grow very
large unless at the same time a contributory old-agle annuity system
is started, On the estimates of the staff, which are conservative, that
cost, unless there is a contributory old-age annuity system, will be
in xce s of $800,000,000 by 1980.

The CHAIRMAN. So what you are trying to do is to put this tax in
so it will absorb this direct appropriation by the Federal Government
in time, or at least reduce it?

Mr. WIr.. 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 gainfully
occupied, the employees are approximately 60 percent. The deltf
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employed people--the farmers, tradesmen, professional people, and
many other groups--constitute approximately 40 percent of the
poptJ~ation.

The CHAIRMAN. So the tax will be only about 60 percent.
Mr. WIrr. The tax will reach about 60 percent of the population.

While these 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 atthe 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. If the contributory system is adopted
as outlined in the bill, on our staff estimates the cost will be reduced
to $116,000,000 and the actuaries to $500,000,000.

The first part of this bill, title 1, covers the aid to States for old-
age assistance. Under this title the Federal Government will match
the expenditures 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 CHAIRMAN. Let me ask you, suppose in one of the States-and
there are several as I understand it-the annual budget is $14,000,000
and there are 60,000 old-ago people who w.,tild 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 something like $10,000,000 or $12,000,000. Now how
are the States going to raise that?

Mr. W lTr. 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
does not, contemplate payment of a pension to everybody who does
not have a sufficient income by himself. This bill contemplates that
people who are being provided for by their children will continue to
be 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
committee to-be not mr'e than 1,000,000 people in the United States
as a whole, or somewhat les than one-seventh of the number that are
05 years of age. We arrived at that figure because approximately
700,000 of these'people over 65 years of age are now on relief list&
and another 180,000 are in receipt of old-age pensions under the lAws
of the 28 States that have pension laws. There is another number
that we cannot accurately determine, probably not exceeding 100,000
or 160,000 people who are in receipt of relief without being oi Federal
emergency relief lists. In same portions of the country, particularly
in New England the o1d people in need of public assistance are being
taken, Are of outside of Federal emergency relief. -

The State in which the percentage of relief 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. We estimate that 15 percent of the people over
65 years of age %ill probably qualify for pensions, but in the first year
there will be a lag in the number qualifying. In other words, Senator
I doubt whether the actual 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
far, is $10 per month.

The CHAIRMAN. You mean all over the country?
Mr. Wirrn. 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 BLACK. Does that include those people who are taken
care of by almshouses? Have you figured how many people are
taken care of by public almshouses?

Mr. WITrE. We 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 someivhat larger number.

The CHAIRMAN. How many people in theso private institutions
would give up their rights to obtain this pension if the law were passed?

Mr. WrrrT. I 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. WityrE. 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. W e do not really know. We are just guessing
at how many people are in almshouses. You can ascertain it accu-
rately in some States, but in many States you can not ascertain itat aU. ; . . . . - ,.

I missed your question for the moment, Mr. Chairman.
The CHAIRMAN. The 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.

Mr. Witty. A limited number will, Mr, Chairman: MQst, of the
people that are in public almshouses need not only financial support
but they also need physical care, and those people will not be able
to cqme out of the almshouses. We have had experience on this point
in the States which now have old-age pension laws. 1 In New York
State a considerable number, approximately Q0e-1fth or one-fourth
of the people, An alivnshouses did get on pension lists, but the great
majority, Qf then ,e1not be taken care of through pensions. Many
of them are invaldo and have nq children who are able or willing to
care for them.

Senator,LA JFOLLTTEr. Mr. Witte, have you made any estimate
broken down by States to show what the State's estimated share of
this burden will be, according to the same rule that you have applied
to the estimates on the Federal side?

Mr. Wir,. The cost to the States will possibly be slightly. higher
than the cost to the Federal Government, because under this bill the
States are required to pay . pension which is sufficient for~reasonable
subsistence compaible with decency and health. That may be a
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ension-in excess of $30, and the Federal Government will only match
alf of the $30.
The CHAIRMAN. Carrying out the suggestion of Senator La

Follette, have you made a survey and is anything 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. WiTrr. 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
put up any more money than the Federal Government. In the
State 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 a 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, as is usually the situation in an urban community, the old couple
does not ,'wn its own home and quarters must be rented, the pension
must be higher.

The CHAIRMAN. 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?

Mr. WITTE. Yes, sir.
The CHAIRMAN. 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 meet
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?

Mr. WI rE. Not unless it has qualified; no, sir.
The CHAIRMAN. And if it were Impossible for it to qualify it would

get no relief under this bill?
Mr. Wrr'rs. That is correct.
Senator KINo. Senator, we cannot assume that there is no obliga-

tion on the part of the States to take care of their poor.
The CHAIRMAN. I just wanted to get the fact clear in my mind.
Mr. Wrrrm. I think, Senator, the only States that wod have to

ut up anywhere near $5,000,000 are the very large States-New
Tork, Pennsylvania Ohio, Massachusetts, and a few others.
The CHAIRMAN. If you can get some figures, some estimate as to

bow much each of these States have to put up, I think it would be
well to put them in the record. I

Mr. Wn-ra. We will attempt to get something, but it will be
merely a rather arbitrary guess.

The CHAIRMAN. I appreciate that.
Mr. WITTr. We have no figures on dependency by States. That

varies by States. We have almost 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 GUFFEY. 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. WiwTE. That is in the record now, as to what they actually

pa .nator GUFFEY. Thank you.
Mr. WITTE. For the 23 States that are actually paying pensions at

this time, we put in the record the total cost and the average per case.
The average ranges from $24 in Massachusetts to something over $6
in Indiana..

Senator BLACK. Mr. Witte, do you have that with reference to
each State? Do you have the number 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.

Mr. WinrE. 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 there 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?
Mr. 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 CHAIRMAN. I presume you are thoroughly familiar with the
Townsend plan and have figured out the cost under that plan in
detail.

Mr. WTrrv. Yes, sir.
The CHAIRMAN. I hope you will have that data ready, because this

committee 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
the Townsend plan which has agitated the minds of some people.

Mr. Wirra. 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 CHAIRMAN. Not right now. We will wait until Dr. Townsend
has presented his proposal to us. Go ahead.

Mr. WITrE. The conditions of the grants, I think you have dis-
cussed quite 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-
guage 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 necesary 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
permits adjustments to varying conditions and to individual cases.
In 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 many of these people have some
income 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. WTnE. 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 high residence qualifications. In this respect the Act of the State
of Delaware is the most advanced. The actual grants have been
most liberal in Now York and Massachusetts and the administration,
on the whole, I think has been as satisfactory as anywhere. 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 is always
the case. The later laws are an improvement upon the earlier legis-
lation. We enacted our law early, and it does not measure up to the
more recent laws.

Senator GUFFa. Mr. Witte, does private charity take care of the
cases in New York from 65 to 70 years of age?

Mr. WirrE. Those are taken care of by relief, mostly, at the
present time.

Senator GUFFEY. Does not the family welfare department of the
Associated Charities take care of a part of it?

Mr. WirE. It takes care of a part of it.
Senator GUFFEY. How low do they go? Are you familiar with

that, in the State of New York?
Mr. WIrrE. I am not familiar with it, Senator. It 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.
I am presenting to you the thought of the committee. If, in your
judgment, a 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 lilmit, for instance, but that again is a 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. If, in your judg-
ment, you should go lower, you will have to increase the appropri-
ations.

Senator LONEROAN. Mr. Witte, has your committee asertained
the number of eligibles in each State?

Mr. WIWE. That can only be estimated, Senator.
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Senator LONEROAN. Yes; 1 understand.
Mr. WITrE. We haven't attempted to ascertain that. We 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.

SenatorLONERoAN. 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 plan is adopted?

Mr. WI-rE. 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 GUFFEY. Dr. Witte, some of the 28 States who have passed
old-age pension laws are not actually paying old-age pensions.
Pennsylvania, for instance, has passed the law, but it is not paying the
pensions.

Mr. WIT'rE. Five States out of the 28 are not really 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
very recently in 1933. 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 GUFFEY. The State of Pennsylvania is one of them.
Mr. Wirs. Pennsylvania is one of them.
Senator KINo. Dr. Witte, have you contracted the proper authori-

ties in the Federal Government to see where they would stand, in
view of the tremendous appropriations called for?

Mr. Wir'rE. The President very 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 problems.
The question of what the States can do is one that of course must be
taken into consideration. I think every State, if you asked it, would
say that it could not afford to pay the bill, that it would like to have
the Federal Government pay the entire cost. I might say, however,
that Congressman Kellar, ol Illinois, after consulting us, addressed a
letter to the governors of all the States and asked them what sort of
a pension law they thought the Federal Government should enact.
I am not quoting him exactly but I think the majority of the gover-
nors of the States indicated that a 50-percent matching basis seemed
fair to them. A majority of the governors also indicated that a
pension figured on a $30-a-month basis was reasonable. If you so
desire, I presume Congressman Kellar would be glad to testify on
that point.

Senator KINo. Did the Committee itself mend 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. WITE. No air
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. WITTE. 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. WirrE. 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 (oRE. It was possible for the committee that had charge
of this in the convention to have said Federal and State, there was
no inhibition 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 will participate in aiding them to have such laws.

Senator KNo. You think it wise that the burden be placed on the
States of initiating the law and administering it?
. Mr, WITTE. That is the thought of tb 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 necessary.

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. WITTE. Our judgment is that the Federal Government can
carry this burden.

Senator GORE. Is there any resource or revenue that the Federal
Government can tap that does not come out of the pockets of the
people in the severalStates?

Mr. WITTE. 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. WITTE. 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 a
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 a more humane
and better way.. Senator KiNG. There isnothing in the State constitution that would
prohibit them from imposing taxes upon the people within their
own borders to take care of the indigent, is there?

Mr. WITTE. The State old-age pension laws have been sustained
everywhere. There was a decision in the State of Pennsylvania
under a peculiar provision of its constitution, in which its original
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
home it has more courage to levy taxes.

Senator KING. You mentioned the advisability of having flexi-
bility in the law, and I think you are right there. That flexibility
would be best carried into effect by a Sate rather than by the Federal
Government, would it not?

Mr. WTTE. This plah contemplates, Senator, that the State shall
pay one-half 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 granting pensions in cases
where they are not needed.

Senator KINo. 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 price 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
be better able to determine the extent of the old-age pension than the
Federal Government?

Mr. WITTE. 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 &n
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. WITTE. 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 largo, had 56,000 on the relief rolls-
Nebraska had 13,000; Missouri, with 134 times the population of
Oklahoma, had 77,000; Texas with 2% times the population of
Oklahoma had 170,000 against 193,000 in Oklahoma. I o not want.
you to think that I had any reference to collusion.

Senator BLACK. 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. 'WiTT. I think we have safeguarded, to the fullest extent that
it is humanly possible, against pressure entering very much into this
picture. The States must first pay half the costs. Then we do have a
possible control by the Federal Government. If conditions should
be such-as I think no one need expect-that grants were being
made for political purposes and denied for the same reason to other
people, the Federal administrator can stop payments. I think, by
and large, we have ample safeguards.

The CHAIRMAN. 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. WIrr. Yes.
The CHAIRMAN. Was there much division on that?
Mr. WTrE. In the Committee itself?
The CHAIRMAN. Yes.
Mr. WirrT. No, sir.
The CHAIRMAN. Did somebody want the State to put up a larger

percentage than that or a smaller percentage than that?
Mr. WiTT.. Well, there was a discussion first of the Federal

Government matching only up to one-third. That was the original
idea.

The CHAIRMAN. Paying one-third?
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Mr. WIT'rE. The Federal Government to pay 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. It is a practical question, a matter of judgment, Senator.

The CHAIRMAN. All right, proceed.
Senator GORE. What is the attitude of the National Manufac-

turers Association, do you know? I confess my ignorance. If any-
body knows, I would like to have it. 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 ouglit to be allowed a hearing.
[think they have, in the past, been opposed to old-age pensions.

The CHAIRMAN. You may go ahead, Mr. Witte.
vfr. WirrE. With that, I wouid like to pass over title I. The

Federal grant-in-aid for State old-age assistance to old people wh., are
dependent upon the public for support, and go to title III and
section 405.

The CHAIRMAN. What page is that?
Mr. WITTE. Page 15 for title III, 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 annuity system,
which is proposed to enable people 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
employees, 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 5 percent in 20 years.

The CHAIRMAN. When does it start with one-half of 1 percent,
what year?

'Mr. WITTE. In the year 1937, and in 20 years it reaches the maxi-
mum of 5 percent.

Senator B LACK. What page is that?
Mr, WIrr. That is title III 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 belong together. Each starts with a
tax of 9Ae-half of 1 percent, which is stepped up in 5-year intervals
by an additional half percent.

The plan is not entirely self-supporting until you reach the 5-percent
rate. It takes the 5-percent rate to pay those benefits which are
contemplated under section 405, page 24.

There are two reasons 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 a tax for unemployment-insurance purposes
simultaneously. But, primarily, the thought was that it is desirable
to keep the reserves in this find within a controllable amount.

The P'AIRMAN. Explain t the committee just bow it is collected.
Mr. Wi *TE. The collection is left up to the Secretary of the Treas-

ury. The provision occurs in section 304 on page 17. He is author-
ized, if he desires, to introduce the European stamp system of collec-
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tion. The European countries that have contributory old-age annuity
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 country are carry-
ingindustrial insurance policies.

,Many of this group that we are dealing with here, are quite familiar
with that type of collection of contributions.

We are 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 KING. 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. WrrE. 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
$200. It is an entirely different matter.

All that I have in mind in mentioning industrial 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
to deal with. But we are not prescribing that this is necessarily to be
the 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 a vast amount of further study necessary to determine precisely
the best methods of administration. Above all there will be necessary
a systernatie campaign to acquaint the workers and the employers
with the methods that will have to be followed. It was the thought
of our committee 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 system. 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 employee and pays the tak in one
lump sum. In this bill, we require the employer to pay the tax and
authorize nim to deduct it from the wage which he pays the employee*

The CHAIRMAN. Give us an example now of a fellow who has a
cook employed, paying him $50 a month. How would that operate?

Mr. WITTr. Under the European system
The CHAIRMAN (interrupting). 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. WITrE. Under this bill the Secretary of the Treasury has
discretion as to what method he would prescribe for collection, but
assumin_ that he should prescribe a method such as is in operation
in the European countries, 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 52 stamps. The employer would
purchase those stamps from the post office. He would not literally
have 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 demand the book. In
Europe, the cook would look at the book and see that the employer
had actually put in the 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' KINo. What would you do in a case like this? Take the
persons who were engaged in the canning business or in the produc-
tion or growth of beets, as the farmers are. They employ during the
seasonal period 2 or 3 or 4 persons to help weed the beets and take
off the unnecessary sprouts and so on, and then in the harvesting
they employ a few more. How would you deal with cases of that kind?

Mr. WiTrE. 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
paid and would pay the proper amount of tax, both for himself and
his employees.

Very frankly, the greatest difficulties will be encountered, at the
outset with the casual employees and with agriculture and domestic
service. 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 difficult 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 a person in a large factory. Such a person
also needs to make provision for old age; in fact it iq 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 CouzE.s. The State does not participate in those?
Mr. WiVIE. 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 once in his life. 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 CHAIRMAN. This policy i. puisued whether the States approve
it or not?

Mr. WirTE. That is true.
The CHAIRMAN. And the tax operates on each person in the State

whether the State approves it or not?
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Mr. WrrrL- Yes, sir.
The CHAIRMAN. It is general throughout the United States?
Mr. Win'E. It is the only part of our committee's program in which

we provide for exclusively Federal administration. in all other parts
of the program, we recommend a cooperative Federal and State
system. We recommend an exclusively Federal system here primarily
because the working life is such a long period, a period extending
normally from about 20 years of age to about 65-45 years. During
such a long period of time, a large percentage of our American popula-
tion will shift about very considerably. You would get very intricate
problems of transfer of records if you attempted to establish an insur-
ance system covering 45 years of a person s lifetime on the basis of
State lines. T!ien again it is a system which after it is once estab-
lished and becomes "familiar, can be administered with a minimum
of direct contact with the insured employees.

Senator CouzENs. Have you attempted to figure the cost of admin-
istration in all these activities?

Mr. WIrTE. This activity here?
Senator COUZENS. All of the activities which are incorporated in

the bill.
Mr. WrrrE. 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 admmnis-
trotion of the Federal part of unemployment insurance and for further
studies of other forms of social insurance. We suggest an appropria-
tion of $1,000,000 a year for all of the activities of the Social Insurance
Board.

Senator BLACK. Dr. Witte, returning to the subject of those in-
cluded, it includes those who are employed?

Mr. WinrE. Yes, sir.
Senator BLACK. And includes no other group?
Mr. WilrrE. Not on a compulsory basis.
Senator BLACK. 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 ordir 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 employee. 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 yet,do not know how we could bring in the self-employed.

Senator BLACK. That is a rather large group that is excluded, is it
not? Have you any figures?

Mr. Wirnr. This group includes about 40 percent of all gainfully
occupied persons in the United States. Sixty percent are employees
and 40 percent are not. 1 ,

Senator KiNo. Doctor, in your projecting of this plan, didn't you
have before you populations such as for instance in Great Britidnj
Germany, and Fradce that are rather fixed and stationary, not so
mobile and transitory as the population in the United States. With-.
out mentioning anyStates, 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 few years, and in some other States, because of the mobility
and change in conditions, there has been a decrease in population. It
does seem to me with the mobility of the population, and the transitory
character in so many of the States, you would have the utmost diffi-
culty in putting into force this system.

Mr. 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 0f a compulsory annuity system presents a
more difficult problem, as an administrative problem, in this country
than in Europe. It is not an insoluble problem, however. We have
a 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 thatprovisions 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 pensions for people in need, just as 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 1908. 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 tbat he will present at the next
session of the Parliament a contributory old-age insurance plan, as
well as an unemployment-insurance law.
. Senator KINo. 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 a 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, with all ofthe machinery and
economics and costs involved, all at once, it might be rather too big
a jump. Did you consider the wisdom of tackling one or two of
these first, getting those plans in operation s, cces.fully 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 the task in the light of our experience and in the light of improved
conditions?
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Mr. WITTE. We assuredly did, Senator, and we are proposing a
plan which takes into consideration the element 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 has been kept
m mind, Senator.

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 taken up
and acted uponpromptly?

Mr. WITrn. 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 KING. That is the old-age pension?
Mr. WITTE. That is the 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 a
gratuity given to them when they are without means of support.
From every point of view, we suggest that it is desirable to start the
two systems not exactly simultaneously, but very shortly after each
other. WoAd experience has been that you will come to a contribu-
tory annuity system in time.

Senator KING. 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. WITrE. Not only that, Senator, but also that, after all, the old-
age pension can only be on the basis of need.

Senator KING. On the basis of what?
Mr. WirT.. On the.basis of need. The public cannot afford to

pay a pension out of general taxes to everybody that is old regardless
of need, whether that amount be $200 a month or $50 a month-
the taxpayers cannot afford to pay gratuitous pensions to millionaires.
It is to make better provisions or old age on a better basis than is
possible ljnder a gratuities system as well as that the cost in time
becomes prohibitive, that you wilg have to institute a contributory
system sooner or later. Itis of course a question for the judgment of
Congress when that should be done. It is the view of our committee
that it should be done practically sijultaneouslV.

Senator BLACK. Doctor, I was interested in your statement that
obviously the thin to be considered was the need. 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 n9ed things, absolute necessities, that the health insur-
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ance would stand out more prominently than the old-age pension
even?

Mr. WITTE. 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 BLACK. I misunderstood you; I thought you meant that
as affected by unemployment and old age and health.

Mr. WITTE. Oh, no.
Senator BLACK. And it is my understanding that 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. WrT'rr. That is quite a different matter.
Senator BLACK. But that is correct, is it not?
Mr. WirrE. I doubt it, Senator.
Senator BLACK. What would you think would come first on that

basis?
Mr. WITTE. Of course, in absolute numbers, at this time, unem-

ployment is the greatest hazard.
Senator BLACK. But this would not affect those that are now un-

employed. Unemployment insurance is intended to cover those who
are out temporarily, thrown out by technological changes or shifting
business.

AMr. WVITTE. Unemployment is a very serious problem at all times.
Senator BLACK. Certainly.
Mr. 1ViTTi. And old age is something that everybody reaches.
Senator KING. If they live long enough.
Mr. WITTE. Yes, of course; 1 was going to qualify it that way.

But old age is something for which provisions have to be made, and
the provisions have to be very substantial. 1 do not believe that
you can judge it that way, Senator Black. All three are very great
hazards against which safeguards must be provided. It is estimated
that about one-third of the people who are dependent in normal
times are dependent because of sickness. Fully as many are de-
pendent because of unemployment, I think. All three of them are
very great hazards and all three should be dealt with in any com-
prehensive program of security.

Senator KINi. Doctor, recurring to the measures of the bill which
we are now discussing, in what countries has this system been put
into operation, and wiill you state briefly the success which has
attended the operation of this system?

Mr. W ir'. I 'placed 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 age, 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 re being made in
practicAlly all countries of the world, and in many of them both of
these systems are in operation.
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Senator COUZENS. What becomes of 'the funds that are collected
under these annuities if a person dies before 65?

Mr. WITTE. That is provided, Senator, in 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 estate; similarly
if lie 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
any event a person always gets back his own money, or his estate
does.

The CHAIRMAN. What about the employer's money? That goes
into the fund?

Mr. WITr. Yes;sir. Returning the employer's money would
add to the cost of these annuities very materially. By not returning
any part of the money you reduce the cost, but it wos the thought of
our committee that it would not be satisfactory to the workers-
that they would not be able to understand a system under which
they, or rather their heirs, would not get 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 questions as to the funds paid by the employer.

Mr. WITTE. It is returned to the fund.
Senator COUZENS. Then how is it distributed?
Mr. WITTE. 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.
We keep a separate account of the employees' contributions, in order
to be able to determine the annuity payable to him. We keep no
separate account of the employers' contributions. W\e 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 lie paid.

The CHAIRMAN. All right, Dr. Witte; proceed.
Mr. WiTVrE. If there are no further questions on this contributory

system, I would like to pass to the third part.
Senator LA FOLLETTE. 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. WITTE. As the bill now stands that is not made up, and rep-
resents a cost which will begin in the year 1965. Uqtil the year 1965
there is no cost to the Government. After the year 1965 there will
be a 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 FOLLETTE. Will you see that they are incorporated in
this record?

Mr. WITTE. I will incorporate them in the record. You can step
up the contribution rates in the early years. That has two features
which many people think undesirable.

The CHAIMUAN. If business recovers and wages increase and so
forth, that would be all right., wouldn't it?

Mr. WIr. It would be. One factor is that high rates at the begin-
nling might burden business quite heavily in the early years when
it is desirable to keep the rates low, and the other that you will build
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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 reseves that mount very fast-and they will mount very fast-
if there are high rates at the beginning, because at that time you have
relatively few people retiring. The people that are now 20 will not
retire untilthe year 1080. (That is where the year of 1080 comes
from. By that time all of the present industrial population will have
reached the retirement ago.) As you build up in the early years you
have a much greater income of the fund than you have outgo. 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 6 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 stopping 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 t!en 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 $100 a month, ho will get an annuity at an initial I percent contri-
bution rate of 48 cents, and an annuity of $2.39 per month on a 5
percent contribution rate. In these provisions we contemplate a
larger annuity than is "earned" for the person who is now well along
in years. That is the element of cost to the Government, which it
ultimately will have to b,ar. After the 5 percent rate is in effect the
person wbo starts at aV3 20 will pay his own annuity, including his
employers' contributions. The person who is now 55 won't pay his
own annuity and tha 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 &ou wish.
You can avoid any governmental contribution to this system entirely.

Senator KINo. By increasing the rates?
Mr. Wirr. By increasing the rates, or by eliminating entirely

partially unearned annuities to people who are half old.
The CHAIRMAN. 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 FOLLETTWE. Have you furnished any tables of what the

Government will have to meet by years?
Mr. WiTTrE. 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.

The CHAIRMAN. I think Miss Perkins put them in the record.
Mr. WirEz. I think so. If they are not inserted, we will be glad

to insert them at this point.
Senator KINo. Does the history in other counties 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 by the State?

Mr. WIrrE. I 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
are.

The CHAIRMAN. You can be sure that there would be a political
agitation on this in this count

Senator BLACK. On both sides.
The CHAIRMAN. On both sides.
Mr. WiTrE. If you have no further questions on that, I would like

to pass to title 5.
Senator KING. There is one question that is not perhaps germane.

In all of these plans which you have discussed and that your Com-
mittee 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 employees 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. lIrrTF. In the contributory annuity plan, we exclude all
public employees, and we also exclude-

Senator KINo (interrupting). That would include the State and
municipal employees, I suppose?

Mr. WvIrrE. 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 Railroad Retirement Act,
which you passed at the last Congress, because you have set up a
-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.

Senator BARKLEY. That is now in the same place where the gold
clause is.

Mr. WIrrE. 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. Proceed.
Mr. WirTF. Title 5 deals with what we call in our report, the "vol-

untary annuity system." It is an attempt to make 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
tendedd primarily for the self-etibloyed people of small means.
This art of the bill is copied almost verbatim from the War Savings
Certificate Act of the war time. Thie'intent is to have the Govern-
ment sell annuities on much the same basis as the war-savings certif-
tcates were sold-in very small amounts. This is a class of business
which the commercial insurance companies are not pushing at all
.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 8s much as they should, but this is an
attempt to make it possible for people to do so.

The Government makes no contribution under this plan, which is
to be entirely self-supporting. The provisions of this title are very
broad 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 also 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
public annuity minded, that it Will actually tend to increass the
usiness of the insurance companies rather than the reverse; that this

is a 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 KINa. 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. WTTE. 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 the Philadelphia Record, lam. 19, 1935

THE EQUITABLE LIFE ASSURANCE SOCIETY OF THE UNITED STATES

(By Thomas I. Parkinson, President)

Just as the business of life insurance received tremendous impetus from the
successful efforts of the Governmcnt to provide a sizable amount of insurance
on the lives of all called to armed through the creation and development of the
War Risk Bureau, so do I believe that social.insurance agitation forwarded by
lPresident Roosevelt and his official asociates will result In renewed appreciation
and great stimulation of life-insurance activities, both individual and group.

The citizens of the United States orethe best Insured people in the world. This
insurance 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 insurance have been described as self-imposed
taxei paid for the purpose of protecting dependents or for providing against the
vicissitudes of old age. Broadly speaking, all forms of life insurance are social
insurance, but at no expense to the taxpayer and to the contrary and most
contradictorily, grist In the mill of the public-tax collector.

These premium payers are the American type of men and women not seeking
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 distressingy the unfortunates. These might be described
as the unemployables-in some not inconsidemble part voluntarily unemployable
for reasons of their own and in larger part as uncmployables for various other
reasons.

For this class soclal-insurance plans of organized old-age relief offer advantages,
both to the individual and to the public who pay the price, 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 mould defeat itself were it attempted to carry the
amount of the relief beyond subsistence figures.

This group, which I have not too accurately classified 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.

Insurance men are ready to lend their experience in the service of this social-
insurance class by assisting In the formation of social-insurance measures along
lines of sanity and workability. As an insurance man, I would say without
hesitation 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 rsult that the present agitation for social-
insurance measures will swell the volurme of individual and group life insurance
and annuities.

In doing this, the insurance companies and their agents will n&'. only be bene-
fited by an enhanced business, but the business itself will the better be able to
muster to its support public appreciation of the tremendous national and com-munity service rendered by life insurance supplied through premium-paying
Americans who, wanting no charity, take care of themselves and those dependent
on them.

This leads me to a final word which must be said 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
provide some form of security to those who have no other recourse Is stupidly
Inconsistent in imposing the gross premium taxation on what might be described
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
Is a misnomer and that there !s no Insurance connected with the proposal.
What is meant is 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, popularly discussed as unemployment Insurance, are In no way an
invasion of the field of the life Insurance company.

It may be pointed out, however, that life-insurance policies 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 principal
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 assistance to meet immediate requirements. Life Insurance men are
working for a secured world. They do yeoman work In providing sound Insurance
widely disseminated and economically and efficiently administered.

Mr. WlITT (continuing). There are insurance people who feel that
this means competition. There are'-other insurance people who
believe that this will not be damaging 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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generally recognized by insurance men that the effect of the War Risk
Insurance 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. WITTE. I have seen that statement.
Senator BLACK. Have you a copy of that?
Mr. WITTE. 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:)
lRepinted from The Diamond Life Bulletin Service (1934 monthly bulletins) ,hbliabed by the

National Lie Underwriters. 420 East Fourth Street, Cincinnati, Ohlol

Now, let's look at the situation of 106 %verage men according to the figures
given by the American Bankers Associati. - approving a special investigation
of ',000 old men, made by Joseph J. Devn.y, of Cleveland.'

*, * * * * *

According to these figures, at age 65, 42 out of 100 men starting at age 25 have
died, leaving 58 surviving. 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 figures 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.

* * * * * C *

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 before. They have no
property at all, or not enough to support them without a job. Where do you
suppose the money went? Of course, we don't know. But there's the picture:
60 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 If we do have money here at age 35, and
even if we think we're "sitting pretty"-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 be 60
or 65 we may be "broke" too, just like so many others. Even though we do
make money in the meantime, we may lose out some place in between. There
has certainly been enough experience with losses in the ordinary forms of property
during the last 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 period who are
worth $100 or more Increases until age 45 is 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, resiain the same until 55,
then decrease.
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Those who have $2,000 or more keep on lnqreasing until 55 Is reached, then
decline.

Those who have more than $10,000 Increase until 55, then decrease, but less
rapidly thin those who have less. -

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 periods.
aS 35 45 51 05 7

400 -

30- -

too -

100-

Mr. Devney's figure;, In the main, are corroborate by l.ery extensive survey
znad by the Pennsylvania eomnsiission fn connefon with their study of various
systems of old-age pensions. Likewise the industrial-welfare department of the
National Civlo Federation, made a survey Including 14,816 persons over age 65;
and Mr. Louis I. Dublin, statistician of the Metropolitan Life Insurance Co.,



ECONOMIC SECURITY ACT

with almost unlimited facilities for surveying the old-age dependency problem,
has made 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 succesdul it has been in that regard?

Mr. WITTE. I think it is conceded, Senator, that the commercial
insurance companies are not in this field at all at the present time.

Senator BLACK. Il am talking of all of the fields. What I was
getting at was how many people have they reached? I know they
have reached some, but I think it would be interesting if we had the
exact figures so that we can study them. What percentage of the
population has been made independent? In other words, has it
been successful up to date to depend entirely upon the voluntary
stemm in the fields that they do cover? If not, how much has thisshown?

Mr. WITTE. The extent of the annuity business in this country is
relatively small but it has greatly increased in this period of depression
so that the published 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. WITTE. We can give you that.
Senator BLACK. And the percentage of people who have had health

insurance, the percentage oA 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 insurance companies. I think it would be very interesting for this
record.

Mr. WITTE. 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 KINd. You have another branch that you would like to

take up I suppose?
Mr. W-irE. 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-health services. All four
of those are dealt with in this bill.

Senator Kite6. I think, Doctor, if it meets with the concurrence of
my brethreri 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. -

We will meet again tomorrow morning at 10 o'clock.
(Whereupon, at 11:50 a. i.,' the hearing was adjourned as noted;

and thereupon the committee went into executive session and ad-
journed at 12 o'clock noon.)
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THURSDAY, WNUARY 31, 1935

UNITED STATES SENATE,
COMMITTEE ON FINANCE.Waslhingt on, k). C.

Th commttee met, pursuant to call at 10 a. m., in the Finance
Committee Room, Senate Office Buildhng, Senator Pat Harrison,
chairman, presiding.

Present: Senators Harrison (chairman), King, Connally, Costigan
Byrd, Lonergan, Gerry, Guffey, Couzens, La Follette, Metcalf, and

aThe C1ARMAN. The committee will come to order.

Mr. Witte, you may proceed where you left off yesterday.

STATEMENT OF EDWIN E. WITTE-Continued

Mr. WITTE. I would like to proceed with the next subject dealt
with in the bill-unemployment compensation.

Senator COuZENs. 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 crippled and so on?

Mr. WITEr. We have in the bill, Senator, an appropriation under
which the Federal Government will for the first time 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 indigent, 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 aged people are.

Mr WIrE. There' is a great deal in what you say, Senator. How-
ever, 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 ig no question that
What is being done for these 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
all, on the whole, very much more adequate than the old-age pension
laws.

Senator CozZENs. Did your Committee give any study to the
question as to that? That is what I wanted particularly to know.

Mr. WIrE. We have given very little study to it.
Sen-ihtb CzENs. So you have ro inform ion, nio statistics, or no

rdidon'inendation t6 Make fori that group of clitiziens?
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Mr. WIT'TE. None directly. In our recommendations we stressed
the importance of the work of vocational rehabilitation that is being
carried on by the Division of Rehabilitation in the Office of Educa-
tion. We called the attention of Congress to the importance of that
type of work in a complete program of preventing destitution and
dependency. Aside from that, Senator, we have hardly touched
the problem.

Senator Couz.Ns. Is it practical to aline the work of those
which I have just described with the work of crippled children or
those crippled by infantile paralysis?

Mr. WIPrE. think you have in mind something like pensions
laws for the blind---

Senator CoUZENs. Yes.
Mr. WIrE. Which would require Federal aid. The States have

pension laws for the blind very generally. Not all States, but the
majority of the States, paypennzons to the blind who are unable to
care for themselves, andFederal aid would be in the nature of a sub-
aidy to the pensions granted by the States to the blind.

Senator CouzynNs. Isn't that a part of your proposal so far as
infantile paralysis cases are concerned?

Mr. 1 ITrE. The infantile paralysis cases are cases of treatment
and physical restoration.

Senator CoUzsNs. And do you propo to do that work?
Mr. WITTz. 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 both physically disabled, both the infertile
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
hospital treatment-physical 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 grants to certain of these people who are
permanently disabled andbeyond very much chance of being made
self-supporting. That part of the program we have not touched.

Senator CouzENs. In your study have you any figures as to the
extent of infantile paralysis cases that are permanent catses? -

Mr. WIT'r. We have figures showing that there are between
300,000 and 500,000 children under 16 that are cripples at the present
time.

Senator CouzENs. Have you information as to the adults?
Mr. WITTE. 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, however has
been very adverse. Invalidity insurance presents great difficulties.
As an outright pension grant, 1 do not know how great the difficulties
would be, but it would involve 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. WITTE. They take inadequate care of them. Some com-
pensation is paid for the permanent disability under all acts.

Senator COUZENS. 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
only for limited periods.

Senator COUZENS. That is what I am afraid of. That does not
do any permanent good for a permanently injured person in industry.

Mr. WITTE. 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 I understood.
Mr. WITTE. The pressure is always to give more money to the

larger number who have minor injuries, because the ones who are
seriously injured are a relatively small percentage. It is a very
serious problem, Senator, and needs further study.

The CHAIRMAN. Let me ask you this. The head of the Public
Health Service was on that Committee, Dr. Cununings?

Mr. WIrE. lie was not on the Committee as such. Ve consulted
with him.

The CHAIRMAN. Who took the most prominent part with reference
to the matter that Senator Couzens hap inquired.about?

Mr. WrirE. The health problems?
The CHAIRMAN. 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
part in our work.

Senator COUZENs. But the Secretary could not take any active part
in the work?

Mr. WITTE. He attended nearly all meetings, but, of course, did
not personally do 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. WITTE. The Secretary of the Treasury took an active interest in
our work.

The CHAIRMAN. And the head of the Public Health was drawn into
the conferences, I assume?

Mr. WITTE. Certainly. And we bad the chief statistician of the
Public Health Service in charge of our public-health studies.

The CHAIRMAN. All right; proceed.
Mr. WITTE. 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 committee
does not concelye of unemployment compensation as a complete
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measure of protection against 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 Couzzs (interposing). Mile you are on the point. You
say that it is not the complete answer to the problem?

Mr. WIrE. No.
Senator COUZENS. What other step is a complete answer to the

problem?
Mr. WIrTE. In its report, the committee put first what we called

"employment assurance." If I may use the figure of speech, unemi-
ployment compensation is a front line of defense for a majority 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
beyond that, and our committee called that "employment assurance."
By employment assurance, the committee means a 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 now pending 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 £350,000,006 in
round numbers, "which is less than $2,000 000,000. That is the total
governmental contribution that England has made to unemployment
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 exchequer.

The CHAIRMAN'. That does not apply to any of the possessions?
That is Just as to England?

Mr. WiTTE. That is 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. I

In this worls program, the Government is making a very large con-
tribution from general taxes to the relief of unemployment. Our com
rnittee in its report conceives that the Government as a permanent
policy should make, if I may use the term, ,"te 'maxuiuzation of
employment" one of its major contributions toward economic secu-
rity; that it should adopt the conscious policy'of trying to stimulate
private employment and providing public employment when great
emergencies arise.

Senator CoUzEN;. Did your ¢opiiittee give any consideration to
the fi dng of an annual inficomefor these workers and making it a.
charge against industry?

Mr. WITTE. I am not sure that I follow you, Senator.
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Senator COUZENS. I 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. WITTE. If, Senator, all industry employed all workers on an
annual 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
stop, 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
wage to these workers in industry and making that a charge against
industry?

Mr. WITTE. We felt that by legislation you cannot reverse the
entire tide. We have in this bill provisions to encourage what we
call guaranteed employment, which is essentially an annual salary
idea.

Senator COUZENS. You did study it?
Mr. WITTE. Oh, yes; we studied it.
Senator COUZENS. But of course there is nothing in this bill about

that?
Mr. WITTE. No, sir and we do not think it can be done at this time

by legislation. If industry adopted that policy of placing all of it.
employees on an annual salary basis as it does its executives and its
top people, then there would not be any problem of unemployment.

Senator 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
h'a'v- developed.

S'Mr. WrIrr. If you 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. WI ErE. Coming back to the concept of unemployment com-

penstion, we regard it as merely a measure to give a limited benefit
to employees during a period 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 extremely high, the period during which compensation can
be paid will necessarily be quite limited.

Bsed ontheexperience of the 20's, the period from 1922 to 1931,
a 3-peitbnt rate, such asis contemplated in the bill would enable you
to pay, With a&4-wdeks waiting period, a benefit oi 60 percent of the
wage which was earned by this unemployed workman, with a maxi-
mum of $15 a week for a maximum benefit period of only 16 weeks.
That is the calculation based on unemployment of the period from
1922 t6 1931. 'A 4.percent rate would give you a maximum benefit
period of 26 weeks, a 5-percent rate of 38 weeks.

Those figures have to be understood cofrectly to get the real
picture.' The eat hiajordty of woridnen who lose their jobs even
in a period of depression are not unemployed for longer periods than
16 weeks. The gr~at majority of the workmen usually get back to
their old eniployment or get other jobs before the end of 10, 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 we 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 wlch unemployment
compensation laws have 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 is 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 support. 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 COSTIGAN. Doctor Witte, do the old-age pension provisions
in the bill rest on the means test?

Mr. WITTE. 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 overdone 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
average worker does not remain unemployed for 16 weeks or any such
period. While there are in periods of depression a great many people
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 all 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 FOLLErrE. You mean less than 10 percent of the total
time that they would be entitled to that they had been unemployed?

Mr. Wxrry. Yes; 81.5 percent for less than 20 percent of the time,
and only 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
who 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 those industries
there would have been evenly then many people even with a 6 or 8
percent rate of contribution who would have exhausted their benefits.

Senator COSTIOAN. How does the proposed system work in indus-
tries characterized by seasonal employment or unemployment?

Mr. WiTTyE. 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 unemployment 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 a very consider-
able fishing industry. What. was happening was that these fishermen
would work through the season andthen at the end they would all
draw unemployment compensation, every year, because there 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 COSTIOAN. Doe3 the bill specifically provide for that?
Mr. WITTE. The bill leaves the matter of benefits entirely up to

the States. We recommend in our report that precautions be taken
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..
I The CHAIRMAN. 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. WitTE.. Certainly.
The CHAMAN. And sharp differences of opinion arose with refer-

ence to that issue?
Mr. WiTt. In the committee itself?
The CHAIRMAN. Yes. i
Mr. WiTr E. Not in our committee. Our committee concluded that

that question could best be, handled by the States. In the various
advisorV groups, the question was taken up and there were differences
of opinion.

0 The CHAIRMAN. But in this legislation you propope to tax the em-
ployer the 3 or the I or the 2 percent or whatever it may be according
to business conditions, and not the employee? That is right, isn't it?

Mr. WirrE. Yes, si*. I
The CHAIRMAN. Were there any votes taken in the committee on

that issue?
Mr. WITrE. On the issue of what?,
The CHAIRMAN. Whether the employee should contribute.
Mr. WITTE. Whether he should be compelled by Federal law to

contribute?
The CHAIWIAN.'Yes.
Mr. WITTE. . It was discussed. There was not much sentiment in

the committee for such a plan. The general thought was that the
matter should be left to the States.
.,The CHAIRMAN.' Can you under this bill leave that matter, to the

States?. , .
Mr.' Wirra.- Yes; the States can add to the 3 percent rate paid ty

the employers, 6 contribution by the employees, if they wish.
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The CHAIRMAN. But the Federal Government in putting the tax
on put it on the employer?
Mr. WrrrE. 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 his testimony the other day urged you to adopt a
standard to the effect that the States may not require employee cort-
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 to put in at this point figures
which appear 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 -t the year 1933. which was, as yOU& appre-
ciate, a ye'ar of slack ernploymnt. ff there 'ad Lben 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 pay rolls of 1933, a 3-percent contribu-
tion rate would have yielded somewhere around one-half billion
dollars of revenue. On the basis of the payrolls of 1929, it would
have yielded a billion dollars, or slightly 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
bilion or two and a half billion dollars would have been accumulated,
which would have been available for the payment of compensation
in the first part of the depression period. That fund could not have
tem'inMd solvent on a 3-pereent contribution rate without greatly
reducing bbflnfits. i, In every country of the world, the unemploy-
ment compensation funds have been aided by the governments in
this depression period, with the exception of Germany and Italy
where 'the benefit rates and the benefit periods have been cut .down
so 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. . !

Senator CouzENs. How do you arrive at four as the figure included
in the bill? Is that an arbitrary number?;,,. . ,-: ., ,, 

Mr. NWITrIE. Yes; it ,s 'an arbitrary number. ,,It is quite comtion
in workmen'a compensation acts. .,

Senator CouzEs. In other countries?
Mr. Wxrr-. In other countries the numerical' limitations do iot

exist. There is no foreign country that ha introduced numerical
Jhhitationsi they reach everybody. In this country the numerical
limitation has been very common. It exists in all but ohe of oktr work-
men's c~mpenshtionlaws, and we deem it advisable at least at the
outset. Administrative problems become very great when- you
etternpt -to eliminate all numerical limitations.. The number" of
employers to be dealt with is enormnously increased when you include
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all of the small employers, without increasing, 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 itSves figures as to the number of employers who have miore than five.
Eighty-five percent of all retail establishments employ five or less
employees, but they have only 25 percent of the total number of
employees in the retail establishments.

Senator KItO. About one-quarter you mean in retail, or the entire
number?

Mr. WITTE. In the retail industry. One-half of all the nianufactur-
ing establishments in this country employ five or less employees, but
they have only 3.1 percent of the wage earners in manufacturing. It
is a question of balancing complete coverage against the administra-
tive difficulties that develop. Our thought has been that there are
enough administrative, senmous administrative problems to be coped
with in the first years of such an act, without trying to include all
employers.

The CHAIRMAN. Have you given much thought to the proposition
that agriculture should be excluded from this bill?

Mr. WITTE. 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 KING. But this would not exclude domestic service where
the employer employed more than four?

Mr. WITTE. 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-
ployinent 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 especially.

The CHAIRMAN. Excepting Secretary of Agriculture Wallace, he
was on this committee?

Mr. WrITE. Yes.
The CHAIRMAN. Was there anybody else on the comdttee espe-

cially trained in agriculture?
Mr. WIrrr. Of the members of the committee, no sir.
The CHAIRMAN. That is what I mean,
Mr. WIrrE. He represented the point of view of agriculture.
The CHAIRMAN. And it was his opinion that agriculture should be

included?
Mr. WITTE. He signed the report with the rest of the members.
The CHAIRMAN. Was there any discussion on that question?
Mr. WITrE. Oh, yes.
The C AIRMAN. A great deal?
Mr, Wzvs, Yes, sir.
The CHAIRMAN. No vote w..taken on it in the committee?
Mr. .WITT. The committee was a committee of five members, and

you take relatively few formal votes in a group of five members, as, I
think you understand.

116807-35-15
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The CHAIRMAN. How about the advisory committee? They took
several votes?

Mr. WirrE. They took informal votes. They never took recorded
votes, either.

The CHAIRMAN. 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 committee 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
various combr.ittee members, or the advisory committee members on
that.

Mr. WirrE. The advisory committee had on it Mr. Tabor, the
master of the Grange.

The CHAIRMAN. Do you know what his position was?
Mr. WITT.. On this point?
The CHAIRMAN, Yes.
Mr. WITTE. I never 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. WIrrTE. No; the procedure was that the committee did not

make up its report until after the advisory council bad acted.
The CHAIRMAN. Go ahead, 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
2 at one part of the year and 4 at another, or how did you arrive at
that?

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. WirrE. 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 CoSTIoAN. Does that imply 13 consecutive weeks?
Mr. WITE. 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-
pensation laws shall be enacted by the States and administered by the
States. 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 umemployment-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 amply-the States 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 CHAIRMAN. Do you think the spirit of that part of the plat-
form is carried out?

Mr. WIrr. Yes, sir.
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The CHAIRMAN. When the prescription is made from Washington
with reference to the character of legislation that must be passed by
the States, and with reference 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 control from Washington, obviously,
it would not be a fulfillment of that pledge.

The CHAIRMAN. 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. WITTE. 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 CHAIRMAN. That is one of the important questions that is
proposed by this legislation.

Mr. WITTE. Yes, sir.
Senator BYRD. May I ask whether we are discussing old-age

pensions?
The CHAIRMAN. No; this is unemployment insurance. I notice

that positions in the administration of the unemployment conipensa-
tion law in each case are filled by persons appointed on a nonpartisan
basis. That is one of the prescriptions, isn't it?

Mr. Wirmr. Yes, sir; that is in the bill.
The CHAIRMAN. In other words, on the theory that the State was

to administer the law within that State; is that right?
Mr. WITTE. 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.

Senator BYRD. Who makes the appointments?
Mr. WIrrE. The State.
Senator BYRD. Subject to confirmation by the administrator?
Mr. WIrr. No, sir.
The CHAIRMAN. They must carry out that standard fully?
Mr. WITrT, Yes, sir.
The CHAIRMAN. They must be appointed on a nonpartisan basis?
Mr. WITTE. Yes, sir.
The CHAIRMAN. Who is to judge that nonpartisanship basis?
Senator KINo. The State.
The CHAIRMAN. The State; but it must receive the approval here,

is that right?
Mr. WITTE. 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 CHAIRMAN. 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. WITTE. 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 Wlhll under which grants
are made to the States for administration costs.

The CHAIRMAN. 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. WrrE, Yes, sir.
The CHArMMAN.' That is one of the requirements?
Mr. WiT'r. Yes sir
The CHAIRMAN (reading):

All positions in the administration of the unemployment compensation law of
such State are filled by persons appointed on a nonpartisan basis, and selected on
tho busis of merits under rules and regulations prescribed or approved by thu
board.

Your committee feels that that power should be granted?
Mr. WITTE. The committee makes that recommendation.
Senator BYRD. What is the nonpartisan basis? Is it half Repub-

licans and half Democrats?
The CHAIRMAN. YOU could not get such a board in my State,

Senator.
Mr. WITTE. I do not think it means that, Senator. There is no

such standard.
Senator BYRD. When we speak of nonpartisan boards in States we

speak 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. WITrE. 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 KiNo. You attempted, did you not, Doctor, in the drafting
of these provisions of the bill, to recognize the fact that the States
did have sonie rights?

Mr. WITrr. That is the essential purpose of it.
Senator BYRD. You recognize the rights of the States to start with,

but you then give your board power to veto what the States have
done?

Mr. WITrE. On this matter of the standards to be prescribed our
recommendations will be criticized, as they have already been criticized
before y o, on the ground that the standards are too few, and they will
be criticized on the ground that the standards are too many. What
standards shall be prescribed is, of course, a matter for the decision
of the Congress.

Senator BYRD. What would be your standard of a nonpartisan
board?

Mr. WITTE. 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
a civil-service basis-such as you are familiar with in Federal admnis-
tration, and as now exists in a considerable number of States.

Senator BYRD. Are you going to put them under civil service?
Mr. WIrz. You cannot literally put all of them under civil service.

If 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 h~s a formal civil-service law the selections would be made in
accord With the provisions of such iaw.

Senator BYRD. Suppose you have a Democratio State and they
were selected on merino in other words, each Individual selected was
fully coripetent to perform the duties of that position and they were
4W1 Dem-.ocrats, would that be on a nonpartisan basis?
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Mr. WITrE. Certainly. 'r
Senatol BYRD. Why do you not cut out the nonpartisanship there

and put it on the basis of efficiency?
Mr. WTi E. That, I think woufd be entirely agreeable..
Senator BYRD. That would make it much clearer. 1hen you speak

of nonpartisanship you call attention to the different political parties.
Senator GUFFEY. Doctor, do you think there is such a thing as a

nonpartisan board or a nonpartisan service?
Mr. WITTE. I think so, yes. That is a matter of opinion.
The CIJAIRMAN. We are just trying to find out what i! in the bill.
Senator KING. Doctor, may I ask youa question. I think probably

you may have covered it. Was the matter debated or considered by
the committee formulating this Q _&Wde question of whethQr the
business was intrastate or ate, an d w there could 4~e any
challenge to the b ionality. of the act if attempted to
enforce the provi. elating to this section of the upon indus-
tries or employers li were nd who engaged solely intrastate
activities?

Mr. WITrE. ou mean t eral x?
Senator Ki o. Yes.
Mr. W rr . That re u on e 11er o Gove ent,

not on the wer of reg co i .
aware, Sen r, you ta em ar ps wether t e are
engaged I interest r ut t comm if ou devi d a
national ,term f 0l e t inrance. act ly vest the
administrA on c aun the nds
of the Nrti &I Goye menJu t'st it on the taxing wer
alone. Yo would h we t u tion whe ou were re ting
interstate qudkton not arise reder
the plan!w bruit.

Senate I . At any rate cofng to us Have
yoiv consi the constiion it hi le' action?

Mr. WITE. rtainly. '9 Atto General member
of the committee. I

Senator CONNALL Yu pay it is dependent on tb axing power.
You mean we can do a hig so long as we levy ax?

Mr. WITT, You have discretion he taxing power.
You are not confined to taxig rie that are engaged in
interstate commerce.

Senator CONNALLY. We do not have the power, of course to tax
if there is any other way to do it. Just becausQ we can tax does. not
necessarily mean that we can tax for anything that we want to tax.

Mr. W'rr. No, sir.
Senator CoUIEss. Do you not think the limitation of four emnp1oy-

ees is uncpetitutional, where you can exempt one employer and not
exempt another( employer?..

Mr WinE,, The same limitation, ESenator, opeurs in te workmen's
compen tion-ac~t4. The decisions of this covutry laye uiformly
sustained that as a reasonable classification,,, .,' . . , -

Senator Co ZENS. You are a ying Qn State constitution br thilat
because the Federal Government does nt, engage in workmen's
c0ppensafton laws, so ,far as te Stateae, convern.e , If ,you are
gomg to exempt one class of en playerss under this tct how can you
defend, your- position that this is an equal taxation?
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Mr. WIT'rE. 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 everybody
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 qualified to discuss that, but I think that the point can be
answered. ,

The CHAIRMAN. We make certain exemptions in the matter of
taxation.

Mr. WITTrE. Certainly.
Senator COSTIGAN. 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. WIT'rE. 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 inay.

Senator CosTIGAN. I should like to know also what program the
minority of the committee favored.

Mr. WITTE. The Committee on Economic Security was created by
an Executive order of June 29. That committee consisted )f the
Secretary of Labor, the Secretary of the Treasury, the Attorney
General, the Secretary of Agriculture, and the Federal Emergency
Relief Administratoc. 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
a unanimous report, which was presented by the President to the
Congress, with his endorsement of the recommendations contained
there.

Senator COSTIoAN. There was a committee which reported to that
committee, was there not?

Mr. WITTrE. There were various advisory groups. The first ad-
visory group provided for in the Executive order was the Technical
Board. This is 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 unemployment compensation, tie chair-
man of which was Dr. Alvin I. Hanson, of the State Department,
one of the outstanding authorities in tis country on unemployment
compensation, who made an extended study of this subject i the
State 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 1I. 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.
That Board joins this committee in #11 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 kive practical advice to the committee. It was not constituted
of specialists but of laymen. It was brought in at the stage when the
staff cooperation with the Technical Board, had worked out tenta-
tve 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 advisory 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 leading newspaper gave the names of
the nine members who are supposed 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 CHAIRMAN. Is it signed?
Mr. WITTE. It is not signed at all.
The CHAIRMAN. That represents the view of the majority of the

advisory council?
Mr. WVinrE. The Advisory Council's report on many points, just

as on this point, is a statement of both positions, end 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 CHAIRMAN. Now, Doctor, the report of the committee and the
recommendations of the committee have been put in the record?

Mr. WirrE. Yes, sir.
The CHAIRMAN. That is printed?
Mr. WVirTE. Yes sir
The CHAIRMAN. I en wondering whether this report with the state-

ment of the positions of both sides of the Advisory c ommittee, has
been printed?

Mr. WITE. 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 supplemental statements and wrote
letters to the committee; and some of them gave their advice orally.

The CHAIRMAN. Have you those?
Mr. WIrrE. The formal statements could be filed.
The CHAIRMAN. How about this report?
Mr. WITTE. We will be glad to file this entire report.
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The CHAIRMAN. I think it ought to be filed, because what the com-
mittee wants is every position on this proposition that it can get.

Mr. WirTE. Certainly, if you desire it, we will file it. 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 THIE COMMITTEE ON

ECONOMIC SECURITY, DECEMBER 18, 1934

Part I. Unemployment Compensation.
II. Old-Age Security.
Ill. Security for Children.
IV. Employment and Relief.

V. Risks to Economic Sqcurity Arising Out of Ill Health.
Members of the advisory council: Frank P. Graham, chairman- Paul Kellogg,

vice chairman; Grace Abbott; George Berry; Mary Dewson; Marion B. Folsom;
William Green; Helen Hall; George M. iiarrison- Joel D Hunter; Morris E.
Leeds; Sam Lewisohu; Raymond Moley; Elizabeth SMorrissy; George 11. Nordlin;
Henry Ohl, Jr.; Right Reverend John A. Ryan; Paul Scharrenberg; Belle Sherwin;
Gerard Swope; Louis J. Taber; Walter C. Teagle; Gov. John 0.Winant.

PART I. UNEMPLOYMENT COMPENSATION

All members of the Advisory Council join with the President in holding that
legislation for unemployment compensation, on as 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 increasing 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 that unemployment compensation at this time should
be developed along Federal-State lines. In this cooperative undertaking the
Federal Government must assume the leadership. It should make it easier 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
mmimum standards and should actively assist the States in preparing necessary
State legislation and in getting their plans into operation. The Federal Govern.
ment should set up an administrative authority, and as suggested by the President,
should a ssme responsibility for the safeguarding of all unemployment reserve
fundp and u..- tbpsp funds to promote stabilization.

The States or their part must assume responsibility for State administration.
Unemployment compensation benefits must niecessarily be locally administered
and no large bureaucracy in Washington need be created if this principle Is
observed. Subject to necessary mininium standards prescribed in the Federal
law, wide latitude should be allowed the States to experiment with respect to
the particular form and provisions of the unemployment compensation laws which
they may enact. Such laws should, howeser, be completely divorced from relief.

The Advisory Council makes the following specific recommendations:
7P y o Federal legislation.-.-The Council adopted a motion recommending:
1 A Federal pay-roll tax.

121An independent act providing grants-in-aid to the States for unemployment
compensation and employment stabilization and similar grants-in-aid to industry
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 effect 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-inaid type of legis-
lation did so because they believed this type of legislation would have advantages:

(a) In dealing on a Nation-wide basis Uith situations which cross and transcend
State boundaries.

(b) In establishing and maintaining throughout this country the cssenti ii
minimum standards.

(c) In removing 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.

(e) In that Federal collection and Federal control of funds through tho power
to allow or disallow grants, would be an Important element In National control.

(f) In that it would lend itself more readily to developing a national 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 American 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 State law to be
adopted, waiting periods, the amount and duration of benefits, and as to other
matters In which experimentation is desirable.

(b) It secures uniformity where uniformity is essential, namely, the equalization
of competitive costs.

(c) It permits the requirement of all essential uniform standards, such as 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.

(e) It avoids the hazards of an annual appropriation by Congress.
(f) It raises 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
uihder the subsidy plan, particularly if many detailed standards to which the
State laws must conform are inserted In the Federal 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
either type of law but as preferring one to the other.

Types of State lairs.-N\e recommend that States be permitted to adopt any
one of four types as follows:

(a) State-wide pooling of funds with or without adjustment of contribution
rates according to experience.

(6) 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 agency 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 adjustmeijt of contribution, rates
according to experience.

(c) Separate accounts fer any employer or group of employers who may wish
to establish them, provided contributions of not less than I percent of the pay roll
are made to the pooled account. All other income is to be poled in such account.
Financial guarantees may be required for the amount which Is to be kept In the
separate accounts.

(d) Separate accounts for all .employers (or groups of employers) provided con-
tributions of not less than 1 percent of the pay roll are made to a State fund.'

Intrstate industrial and company actounts.-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 tinder rules and regulations to be
prescribed by the Federal administrative agency, should be authorized in the
Federal act, subject tot he 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 company accounts must make a contribution of I
percent on their pay roll to the pooled St ate accounts of States in which they oper-ate having such accounts. .

I A motion to permit a fifth tyve, trmittlag separate account koe all employers without either guaran.
tee oc oontributioas to any Statet Mws voted down.
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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 they operate.

(6) Interstate industrial and company accounts may be set up only with the
approval of the Federal administrative authority.

Reinjurance (equalization) 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 Council is 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 STATE 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 by 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
private employers. Only the tirst $50 of the salary or wage of employees covered
by the act is to be included in the computation of the Federal tax.

A broader coverage than that suggested is deemed desirable by 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
Government, especially those emp oyed directly on construction or other work
projects.

A. Types of unemployment benefited.-(I) 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 earnings.

(2) Unemployment occurring in the regular work season of the year in trades
in which regularly recurrent periods of slackness occur (the uncompensated slack
periods to be designated by the competent administrative agency).

B. Types of unemployment not bene.ited.-(l) Unemployment of persons
directly engaged in trade disputes for duration of dispute.

(2) Unemployment 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 compensation or other compulsory

cash benefits are received.
C. Eligibility.-l. Fulfillment of the following qualifying periods:
a) Employment of not less than 40 weeks in 24 months preceding claim.
b) Employment not less than 10 weeks after maximum duration of benefits

in a 12-month period is drawn.
2. Registration at pubic-employment 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 employee shall be barred from or denied
compensation for refusing to accept new work under any of the following con-
ditions: (1) If 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 substantially less favorable to the employee than those prevailing
for similar work in the locality; (3) if acceptance of such employment would
affect the applicant's right to accept or refrain from accepting or retaining mem-
bership in or observance of the rules of an organization of employees.

Contributions.-It was voted that the Federal tax law recommended should
impose a pay-roll tax of 1 pWccent on employers who are subject to the act begin-
ning with the year 1936, but vith the proviso that if for the year 1935 the index
of production of the Federal Reserve Board shall be less than 90 percent of the
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index for 1926, the rate of tax In the first year 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 proposed rate of 4 percent by close votes, after which a rate of
3 percent was agreed on.)

The Advisory Council does not recommend that employee contributions be
provided in the Federal act. A number of members, however, believe that
employee contributions should be required, since they would Increase the amount
of the period of benefits and, even more Important, they would make tho
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, are oppose to any provisions for employee contributions in the
Federal law. In their opinion, contributions paid 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 members, 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
initial share of the risk of broken work and, coupled with the 50-percent loss of
Income throughout the benefit period should not be further burdened.

Some members voting with the majority took the position that while there are
no overwhelming logical reasons againstemployee contributions there Is a practical
consideration in the fact that employee contributions will be necessary in old-age
insurance.

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 it may promulgate, It is recommended that attention be
called to the fact that more adequate benefits can be paid 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 majority.

Deosiforyfor undo.-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 assist 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.

Refunds (credits) to employers who stabilize employment.-In States providing
for industry or plant accounts, under the subsidy type of Federal law a refund
should be paid to employers who have such accounts, and whose reserves equal
to or exceed 15 percent of their total average pay roll during the preceding 5
years or the preceding 2 years, whichever Is the higher. In States having pooled
funds, with merit ratings, a similar 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 a credit against the Federal tax.

Beneftj.-It is recommended that the standard benefits in inaugurating the
system be based on actuarial calculations for the period 1922 to 1930. This plan
proposed 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 $15 per week.

The length of the standard benefits should be based upon the ratio of I 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 I additional week of
benefit should be allowed for each 26 weeks of employment against which no
benefit was drawn during the 5 years preceding the filing of the claim. This addi-
tional allowance would enable employees with long and continuous employment
to receive a maximum of 10 weeks' benefit In excess of the maximum allowed for
standard benefits. -
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In view of the wide divergence in the amount of unemployment in different
States and industries, it is recommended that wide latitude be allowed to States
with regard to the rate of benefits, minimum and maximum benefits, minimum
duration of benefits, ratio of weeks of benefit to weeks of employment, and length
of the waiting period. States should have freedom to substitute their own benefit
provisions for the standard benefit recommended, provided that they satisfy the
Federal administrative authority that there Is a reasonable prospect that they
will be able to maintain payment of benefits on the basis prescribed in their law.
In no egnt, however, Is a State law to be approved unless it has a waiting period
of not less than 2'nor more than 4 weeks, and prescribes a rate of benefits of at
least 50 percent 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 each
State law, sufficient to enable u-iemployed workers to maintain themselves and
their families during the period while they are drawing benefits without necessity
of resort to private or public charity

Actual payment of benefits is notto begin until 2 years after the act becomes
effective.

Plo!ationary perind.-It is recommended that the length of the probationary
period which emplo' es must satisfy before they can claim any u nem ployment Len-
efits t cleft discretionary with the States. In the Federal tax bill no accou it should
be tat en of the probationary period, the taxes to apply to employees during their
prol ationary period no less than thereafter . . i

Ir'frrate (ra er of eniltoyces.-The principle should Ue recognized that cm-
rlcyces viho have unused Lenefit credits should not lose those credits because
they change their employment from one State to another, but no entirely practical
plan to carry out this principle has as yet t-een wort'ed out. It is recommended
that the Federal administrative agency be given authority to study this problem
and to promulgate rules for carrying out the principle hercin stated prior to the
time i hen benefits actually become payable.

Gtuaratrcd rmploymet.-It is recommended that the legislation to be enacted
shall pIermit rlans for guaranteed employment to be set up within a State or on
an interstate basis subject to the following conditions:

(1) Lmplo nent for at least 55 percent of the maximum period of possible
work during an% calendar year computed on the basis of 52 weeks work during
the year for the'standard hours per i eek wored in such plant or those permitted
iun r any Federal or State code applicable to such plant, whichever is the higher,
niiist Ue guaranteed, and any employees who are not given an opportunity for
mcrk equal to sch guaranteed mininmium work period shall be entitled to recover
full wages for the part of the guaranteed employment for which work Is not
provided.

(2) Guaranteed employment plans are to be permitted only when the guar-
antee applies to all employees of any company, plant, or separate department
(properly defined) of such company.

(3) Guaranteed employment plans may be established only with the approval
of the State administrative agency, under such financial guarantees as such
authorities may require, exception interstate accounts the approval of the Federal
authority shall also be required.

(4) Where approved plans for guaranteed employment have bees put into
operation and their conditions fully complied with, employers maintaining such
plans shall have returned to them, as a subsidy, the Federal excise 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-
tration 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 be heard and
decided in the first instance either by an impartial paid referee or by a local
committee consisting of an impartial paid chairman and representatives of em-
ployers and employees, or in such other manner as may be approved by the
Federal administrative agency.
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We also recommend that the Federal act require the States to set up State
and local advisory councils, representative of employers, employees, and the
public for State plans, the members to be chosen by the State agency; and that
advisory councils, representative of employers and employees, chosen in a
manner satisfactory to the appropriate Government unemployment compensa-
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 decisions be
vested in a representative board, which is to have quasi-independent status, but
is to make all its reports through the Department of Labor. It is recommended
that this board consist of the Secretary of Labor, the Secretary 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
President the appointment of the present Secretary of Labor as the first chairman.

No qualifications for membership 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 public should be represented on ths Board. We recom-
mend that this Federal Board 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 responsibility in regard to interstate
accounts and all other matters 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 subject, to publish the results of its studies, and
to otherwise promote regularity 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.

Administralive ezpen#se.-We recommend that a percentage of the proceeds
of the Federal tax shall be retained for the expenses of the Fcderal and State"
Governments in the administration of the Unemployment Compensation Act,
and in sharing in the additional costs thrown on the Federal-State employment
services. The Federal authority should be authorized to set a maximum limit

on the rdministr.on expenses of the State from the amount remitted by theFeeral Government.
National standards.-It is recommended that the standards, conditions, and

recommendations as to State law,, 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 provide 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 Economi&'ecurity may find it advisable to omit or amend some
of these standards in the Federal act.

Assistance to States in the preparation and passage of State legislation.--Since
the plan for unemployment compensation we recommend contemplates cooper-
ative Federal-State action, it is 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 various types of legislation permitted, under
the Federal act, and be prepared upon request, to provide actuarial and expert
assistance in the drafting of bills for Introduction in the several State legislatures.

PART 1I. OLD-AoE 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.. I

(2) A Federal system of old-age insurance which will be compulsory for all
In ustrial workers who can be brought under its term.,

(3) A Federal system of voluntary old-age annuities for persona not covered
compulsorily. /

231
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NO ¢O.NRIBUTORT OLD-AGE PENS NISS

There are now 29 States with old-age assistance laws, providing varying
standards of aid to aged persons grant upon differing conditions. Many of
the-se laws are nonfunctioning; many of the others, through financial pressure,
have cut benefits below a proper minimum, and have long waiting lists of needy
persons; moreover, the financial limitations of many of the States and the
Indifference of others, indicate that State action alone cannot be relief upon to
provide either adequate or universal old-age assistance.

It Is recommended:
1. That th6 Federal Government enter this situation by offering grants-in-aid

to the States and Territories which provide old-age assistance 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-aid constitute one-half of the expenditures, including
administrative expenses, for noninstitutional 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 paid in Federal subsidy on account of assistance provided for any
aged persons in such State or Territory, nor more than 5 percent of the total
assistance expenditures for administration.

3. A State or Territory should be permitted to Impose qualifications upon the
granting of assistance to needy aged-persons but it should be stipulated in the
congressional statute providing for the grants-In-ald that no plan shall be approved
by the Federal administrative agency unless its old-age-assistance laws and its
administration measure up to the following 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 designates a State welfare authority which shall be respon-
sible to the Federal Government for the administration of the plan In the State;
and which shall administer the plan locally through local welfare authorities.

(c) Grants to ant claimant the right of appeal to such State authority.
(d) Provides that such State authority shall make full and complete reports to

the Federal administrative agency in accordance with rules and regulations to be
prescribed by the Federal administrative agency.

(e) Provides a minimum asistance grant which will provide a reasonable sub-
sistenee 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.

(f) Provides that an old person is entitled to aid if he satisfies the followingconditions:( Is a 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.
(5) Possesses no real or personal property, or possesses real or personal property

of a market value of not more than $5000.
(6) Is 70 years of age or older- provided that after January 1, 1940, assistance

shall 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 paid as assistance to any aged
-eclplent 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 agencto

4. The cost of the Federal subsidy to the Federal-Stato noncontributory old-age
pensions will require annual appropriations from the Treasury If however, a

ederal compulsory contributory old-age annuity scheme is adopted, and the
fiscal position of the Government indicates financing old-age assistance grants by
borrowing, the reserves of the compulsory contributory old-age insurance scheme
might be utilized for this purpose. If such a borrowing policy is adopted, formal
certificates of indebtedness carrying 3-percent interest should be issued by the
Treasury to the Federal authority administering the compulsory contributory

-old-age annuity scheme.
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CONTRIBUTORY OLD-AGS INSURANCE

A Federal old-age-insurance system is recommended, to be instituted at the
earliest date possible, on the following plan:

1. Scop.-The act shall include on a compulsory basis 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
employment, and railroad service are not Included on a compulsory basis.

2.7 z on employers and employet.-A tax shall be levied on employers and
employees included within the scope of the compulsory rovislons of the plan
equal to the following percentages 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 paid
on both pay roll and wages on the assumption that the weekly wage of a single
worker does not exceed $50.

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-
ployee's tax but entitled to deduct the same amount from the wages due theemployee.8. Federal contributions.-After a contingency serve of reasonable propor-

tions has been accumulated (approximating one-fifth of the full reserve), the
Federal Government shall contribute annually an amount sufficient to maintain
such a reserve.

4. B&n.t.L-No annuities are to be paid until the system has been in operation
for 5 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
(a) who entered insurance before attaining age 60 and (b) on whose account at
least 200 Joint weekly contributions have been paid, provided that contributions
m&de after reaching the age of 65 years shall not affect the amount of the annuity.

It is proposed to provide a larger relative annuity for lower-paid workers by
weighting more heavily the first $15 of weekly wage. In the following description
of benefits, however, the average percentage paid to all wage groups Is used In
indicating the annuities payable In each year.

(a) A pension equal to 15 percent of the average weekly contribution wage
(not counting that portion of average weekly contribution wage In excess of $35
weekly) to workers retiring in the sixth year the system is in operation. Pension
percentages are to be increased by I percent each year in the next 5 years and by
2 percent each year in the following 10 years, thus bringing the percentage to a
maximum of 40 percent of the Joint 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.

(b) A death benefit to beneficiaries of insured workers who die prior to retire-
ment equal to worker's own contributions accumulated with interest at 3 percent.

(c) A death benefit to beneficiaries of insured workers who die after retirement
equal to the accumulated value of the worker's own contributions at time of
retirement, less the agrate amount paid to the worker as a pension.

5. Admrnisstration.-While the collection of the funds and the control of the
administration will be national, local agencies will b3 used so far as possible in the
operation of the system. The guaranties recommended would be impossible In
any but a straight national system, since they 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 tlnemployment-insursnce 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 prevent duplication and to
reduce administrative costs it is recommended that the same State and local
agencies handling unemployment insurano be utilized for this purpose. Other
State and local labor agencies will also have to cooperate In the administration.

I This plan of benefts spple only to person nteri the instrance system during tbh rt 5 years olIt
mratlod and Is ergan=dtover the stuatlosof eawho arndleeged n ov at the time that

iZm~n o inte operaton. The permanent aee of henefite bet barin ta unst that situation wil,
wjewLnthe general plan otlind berg, a0*9 the tall annuity to tbe onc butory period of a ncr.
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VOLUNTARY OLD-AGE INSURANCE

In addition to the compulsory old-age insurance plan, it is proposed that there
be established a's a related but separate undertaking a voluntary system of
Government old-afe annuities, for restricted groups as indicated below. Under
such a plan, the Government would sell to individuals, on a cost basis, deferred
life annuities similar to those issued by commercial insurance companies; that
is, in consideration of premiums paid at specified ages, the Government would
guarantee 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 compulsory insurance arrangement a systematic 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 difficulty:

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 economic administration and to minimize misunderstanding on the part of
individuals utilizing these arrangements. This could be accomplished by limit-
ing the types of annuity offered to two or three of the most important standard
forms.

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
annuity 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 the accept-
ance of relatively small premiums (as little as $1 per month).

4. The plan should be managed by the insurance authority along with the
compulosry old-age insurance system.

No estimates have been made as to the amount of annuity reserves that would
be accumulated 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 II. SECURITY FOR CHILDREN

In the last anal sis, security for family life, insurance of an environment in
which the rights of children are safeguarded, is the principal objective in an eco-
nomic security program. All the measures which the Council have considered-
unemployment compensation, an employment and public assistance program,
adequate health measures, and even old:age pensions, which lift the burden of
the soppoit of the aged from those of middle e 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
are 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 Special AdA sory
Committee on Child Welfare and in the case of the recommendations as to child
and maternal health, of the Special Advisor), Committee on Publie Health, as
well as the Child Welfare Committee. These measures which were considered
and approved 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
State 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 by 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 $37,200 -00, 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 year for Federal grants-in-aid of
this program will be required for the first 2 years, rising toe 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 spending
much more than $25,000,000 on families probably eligible for mothers aid.
Federal grants should be conditioned on the State law-s being made mandatory on
the local units and on approved plans which would insure minimum standards in
Investigation, amount of grants, etc., and after June 30, 1937, State financial
participation, which mlht take the form of equalization grants to local units or
per capital grants as the individual States desired. An appropriation of $1,500,000
a year is approved for assistance to State welfare departments in promoting more
adequate care and protection of children and strengthening local public child-
welfare agencies.

2. A child and maternal health program involving Federal assistance to the
States, and through the States to local communities, in the extension of maternal
and child health service, especially in rural areas was approved. Such a program,
it is understood by the Council, would include (a) education of parents andpro-
fessional groups in maternal and child care, and supervision of the health of ex-
pectant mothers, Infants, preschool, and school children and children leaving
school for work (b) provision for a rural maternal nursing service, (c) deionstra-
tions of methods by which rural mothers may be given adequate maternal care
and (d) provision for transportation, hospitalization, and convalescent care of
crippled children in areas of less than 100,000 population. This program should
be developed in the States under the leadership of the State departments of health
or public welfare, in close cooperation with medical and public-welfare agencies
andgroups, and other agencies public and private concerned with these problems.
The committee submitting this plan estimated that approximately $7,000,000 a
year will be required for this program, to be increased as the program develops.

PART IV. EmPLOTMENT" AND RELIE]

The report of the Special Committee of Em ployment and Relief Advisory to
the President's Committee 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. GOVERNMENT EMPLOYMENT PROGRAM

1. All of those on relief who can be employed should be given work. To
accomplish this end a governmental employment program is necessary.

2. Great care must be taken to avoid any governmental work program which
will nulliy its own gains by retarding recovery.

3. Programs can be devised which will provide real work for large numbers of
the unemployed. In selecting projects the following things should be kept In
mind:

(a) The progremi should be varied so that workers of many different skills may
be employed; it should be widely distributed geographically; it should be free ais
possible from requirements which cause delays and hinder ready adaptation to
the needs of the unemployed, such as insistence upon self-liquidation or work by
contract. -

(b) The present program of public woks and work-relief projects should be
studied and extended as far as possible. Special attention should be given to
the processing of surplus products and production for use.

(c) Continuous study should be given to the adopted or suggested programs of
other departments of the Federal, State, and local governments. For example
the committee on medical care is recommending the construction of 600 rural
hospitals and other sanitoria. Work program rating to the housing needs of
communities can be greatly developed and the rehousing of dependent families
In slum areas to be torn down is a matter which should be studied.

4. Unless work is separated from relief it loses most .4f Its social values to the
worker. Therefore tho Government employment program should be divorced
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completely from relief, and should be set up separately from the public-assistance
program recommended in this report.

5. Candidates for employment should be selected on the basis of their ability,
not their need, but as there probably will not be sufficient Government work to
give employment to everyone not now employed, applicants should be required
to 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 ard the State employment offices is expanded and strengthened and
the personnel in many States Improved.

7. There must be close fnd constant cooperation between all employment offi-
ces and the responsible authorities in governmental public-assistance departments.

11. ZDUCATIONAL PROGRAM FOR YOUTH
The committee believes that the security program should contain special

educational provisions 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 mort competitors would be with.
drawn from the labor market.

Ill. PrBLIC ASSISTANCE PRWORAM

It is very important to retain the gains which have been made in the admin-
istration of public assistance in the last few years. The standards of service
are higher and relief more nearly reaches adequacy mainly because there has been
Federal financial aid to the States and supervision of their work. There has also
been State aid and supervison of the counties and townships. These gains can-
not be made permanent without the revision of all the so-called poor laws" In
most of the States. It is rarely that such an opportunity comes to change a whole
group of antiquated and sometimes inhuman laws. To do that and to retain the
good in the present emergency set-up, a plan is advocated for a Federal depart-
ment or administration through which equalization funds would be administered
to the States. This would be a powerful influence in building up State and local
agencies which would be able In turn to do away with the evils of the present
relief system. Strong State and local departments of public welfare, well organized
on a permanent rather than an emergency basis, should be encouraged as a means
of providing assistance according to the varying needs of families and individuals.
The best known methods are necessary to counteract the demoralization and
insecurity which result from the social hazards encountered. Such assistance
should be adequate, timely, certain, and well administered and the State and
local administrations developed on a permanent basis should be encouraged to
give most careful attention to the selection and training of qualified personnel.
It is therefore recommended:

1. That there should be a permanent public welfare bureau, department, or
administration in the Federal Government which should administer all Federal
public-assistance 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 public assistance and other measures of economic security.

2. That we recommend that the proposed Federal bureau or department of
public welfare be given authority. to require a State to onsolidate its welfare
functions in one satisfactory permanent department with appropriate local units
as a condition to the use of State and local machinery In the amnistration and
distribution of Federal funds.

8. 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 financially. The committee believes that Federal grants-in-ald
are urgently needed not only for unemployment compensmtion, but also for old-age
pensions, mothers aid, general home assistance, care of homeless children and
adults, and other parts of the proposed unified welfare program. The committee
also expresses its belief that no hard and fast line can be drawn between any of
thee categories.

It will not be possible for the State and local governments to assume full
responsibility for those families whose needs would not be met by a work program
but the Federal Government should through its proposed welfare administration
secure all possible cooperation from these subdivistions of government.
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PART V. RISKS 70 ECONOMIC SECURITY ARIsiNo OUT O ILL HEALTH

The Advisory Council wishes to give general endorsement to the proposals
of the staff and its advisory medical, public-health, hospital and dental com-
mittees relative to public health and medical care. Speciically the Council
approves the proposal for annual Federal appropriations of not less than $10,-
000,000 to the United States Bureau of Pubt ( Health for the following purposes:

To the Public Health Service: (1) For grants-in-aid to counties 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 aid
to States in the development of State health services and the training of per-
sonnel for State and local health work; (3) for additional personnel within the
Service for investigation of disease and of sanitary or administrative problems
which are of Interstate or national interest and for detailing personnel to other
Federal bureaus and offices and to States and localities; and

The Council emphasizes the necessity for including in the economic security
program adequate measures for preventing the risks to economic security arising
out of ill health, and believes that these foregoing proposals will contribute to
the development of a national health plan.

The 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 sanatoria, mental-
disease hospitals, 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 snows that there are approximately 500 such areas.

3. Extension of hospital care to persons on Federal Emergency Relief Admin-
Istration relief.

The Council wishes to express its appreciation of the assistance being rendered
to the staff by the medical, hospital-, and dental-advisory committees in their
study of health insurance and of other measures for medical care which is still.
under way.

(The supplemental statements submitted will be found on pp 324-
336.)

Senator KINo. Let me ask you one question. Were not some of
those individual opinions 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
them or just some particular point to which their attention had been
directed?

Mr. WITTE. The answer is that the Advisory Council, of course
did not spend as much thne 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 KIxw. As I understand it, the advisory committee was
called together three or four times?

Mr. W TrE. Yes.
Senator Kiwo. And their time, of course, was limited, as measured

b the large amount of time, the great amount of time devoted to
the matter by the, technical advisors and by the committee 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. WITrTE. T 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
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Economic Security could not agree with all of them; because they
themselves were divided, the committee profited by having the
views of all groups presented.

Senator CONNALLY. When you speak of the "committee" you mean
the Technical Committee?

Mr. WITrrE. I mean the committee created by 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. WITTE. 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 organization was that all decisions
on questions of policy should be made by the elected re resentatives
of the people. In the first instance, the President OF the United
States advised by his Cabinet 4-ommittee, passed upon the policies
to be faid before the Congress. The technical people were primarily
there to give technical advice to assist in gathering the facts and work-
ing out tile details. The Advisory 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
problems, but who were not technicians. The theory was that the
President and his committee alone should make recommendations and
present them to your honorable bodies; and that you, the elected
representatives of tko 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. WITTE. It is a unanimous report, Senator.
The CHAIRmAN. The independent opinion of this advisory board

would be helpful to the committee on certain facts. Of coarse, 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 BYRD. Doctor, before you get into that I would like to
get clearly in my mind what you mean by four employees; whether
they are permanent employees or whether they are temporary em-
ployees?

Mr. WITTE. I do not understand what you mean by the four
employees.

Senator BYRD. You have got a provision here that affects only
those employers who employ four employees.

Senator KiNo. Four or more.
Senator BYRD. Four or more. Does that mean four permanent

employees?
Mr. WirrE. No. The language in the provision, as it stands,

Senator, is that employers are subject to this Federal tax, if, during
the taxable year, they employed tour or more employees in any 13
weeks of that year.

Senator BYRD. They have all got to be employed at the same
time?

Mr. WITTE. Thirteen weeks of the year. The pay rolls of the
employer must show that tho:'e were four or more employees in
13 weeks. They do not have to be the same people; they do not have
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to be consecutive weeks. If in 13 weeks, an employer employed four
or more employees he is able 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.

The CHAIRMAN. Suppose my wife had trouble with the cook and
had to fire her, and had to hire one every 2 weeks, and in the aggre-
gate of 13 weeks there were four persons employed to cook, would
I come under the provisions of the act?

Mr. WiTrE. 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 BYRD. Excuse me. I want to get this very clear. Take,
for instance partnerships. Suppose a man emploved 2 himself,
and then baA a partnership with somebody else and that partnership
employed 2 more men would they be included?

Mr.'WiTTE. It would be the employees of the partnership. If the
partnership had four or more emplove'es, it would be under the act.

Senator BYRD. Each would be considered separately?
Mr. WVrr. 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 t6 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 adopted
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 distinct merits
and wish their votes to be interpreted not as necessarily opposing either type of
law but as preferring ono type to another.

That is the final action of the council, the only action that appears in
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 CONNALLY. Doctor, go ahead with the subsidy business.
Mr. WITTE. 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 (overiment from general revenues 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 I~ederal 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 a tax at all in the 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 CONNALLY. And the way you compel obedience to that, is
to withhold benefits unless they do comply with this law?

Mr. WITTE. It is to withhold recognition of the law entitling the
employer to credit.

e
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The CHAIRMAN. If a State is putting on a tax equal to the tax
imposed here, would you then put his tax on?

Mr. WIrE. Yes. The employer gets credit for the amount he has
paid to the State.

The CHAIRMAN. 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. WITTE. It is the same situation, Senator, as under the Federal
estates taxt 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. WITTE. I would like to explain that.
Senator CONNALLY. That is what I want you to do.
Mr. WInrE. 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 a 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
provision which parallels directly the machinery you have under the
Federal estate tax law, which, in the case of Melon v. Florida was
held in the unanimous decision of the United States Supreme 6 ourt
to be within the constitutional powers of the Congress.

Senator CONNALLY. Of course, it is designed to coerce the States
into coming in.

Mr. Wim. You can use that phrase if you want to.
Senator CONNALLY. I will change that to "induce".
Mr. WITTE. 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 leading 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
present depression set in. Only one State has so far enacted such a
law. 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 wlich employers in such a State are under in
interstate competition. That is the essential reason why the State
has to enter the picture. If you really wish to have unemployment

4O
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compensation laws through State legislation, as was pledged in the
Democratic 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. M ITT. Certainly.
Senator CONNALLY. Whether 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 ourselves." That is 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 disagreement with you. I ani
trying to get a full understanding of the bill.

The CHAInMAN;. Did the Republican Party, in its platform give
an expression on that proposition?

Mr. Wir'rrF. Not directly.
Senator CONNALLY. Did it do anything about it?
Mr. WirrE. The National Committee of the Republican Party,

in a statement issued in June 1934 which I will be glad to put in the
record issued a statement pledging the party to the enactment of
social-insurance legislation along lines in accord with traditional
American policies. I interpret that to mean an endorsemcnt-not
necessarily this program-but an endorsement of the essential ideas
here presented.

The CHAIRMAN. I did not catch who it was that issued that state-
ment.

Mr. WirrE. The Republican National Committee, in a public
statement prior to the lost congressional campaign, in June 1934,
which I will be glad to put in the record.

The CHAIRMAN. I do not think anybody is going to question your
statement. It does not add anything to it.

Senator LA FoLLE.TTE. Is it not a fact, Dr. Witte, that one of the
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 econoic disadvantage with all of the States in contiguous
territory who are manufacturing similar commodities?

Mr. WTr1TE. 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 year, 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 along State lines.

Senator KiNG. Doctor, you mentioned the act of the British
Parliament with respect to unemployment insurance. Did that plan
work satisfactorily?

/
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Mr. WirrE. It all depends, Senator, on what you mean by "satis-
factorily."

Senator KING. Were the benefits derived from it so great that the
people generally accepted it, at least as a step in the right direction?
Mr. )Vl~rr. 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,
it has been successful. Every country in the world that enacted an
unemployment 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 CHAIRMAN. Have any States tried it?
Mr. Wirr. There is only one State that enacted a law.
Tie CHAIRMAN. That is Wisconsin?
Mr. Wirr. Yes. Contributions became payable under the Wis-

consin law on July 1, 1934. Benefits are not yet payable. You
have had really no test to date, except that the'Wisconsin law has
proven reasonably satisfactory to the employers. The employers
have not even taken the act to the courts.

The CHAIRMAN. flow do you raise the money in Wisconsin?Mr. WITTE. Through a 2-percent-coiltribution rate on employers.
In the States the term "tax" is not used, it is a contributionon"

The CHAIRMSAN. Is it on the pay roll?
Mr. WITTE. Yes, sir.
The CHAIRMAN. And the employee pays nothing for that?
Mr. WITTE. Not in Wisconsin. Some bills in other States have

proposed employee contribution. The bill, for instance, in the State
of Ohio, 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 CHAIRMAN. Well, you say the manufacturers and the em-
ployers generally in Wisconsin approved the law, or they have sub-
mitted to the law.
"Mr. WirinE. Their opposition is certainly not very vociferous at

this time.
Senator LA FOLLET'E. It is felt today that they have cooperated,

isn't it, Doctor?
Mr. WITTE. Certainly, they have cooperated.
The CHAIRMAN. \V'ien was that bill passed?
Mr. WirrE. In 1932; in a special session of 1932, and it became

effective July 1,1934.
Senator KING. So there hs not been an opportunity to test the

efficacy of it?
M\r.* Winr. No. The rate of contributions is 2 percent. A State

putting in a law, Nith neighboring States having no law at all, would,
obviously have to start ",ith a system of ,cry low benefits and very
low conftiibutions. It could not do otherwise. It is reniarkable that
even one State was willing to try it alone.

The point I am making and that our committee les in mind is that
you cannot have unemployment-compensation laws by the States
unless the Federal Governinent will remove the disadvantage that
a State is under through enacting such a law.
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Senator Kixo. 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 instance 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. WITTE. Certainly. We have the problem of enacting laws
through the States. That is the traditional American method of
dealing 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, great difficulties in reaching an agreement upon all
essential points that should go into such a law.

I call your attention to this one illustration: Mr.Green, in his testi-
mony the other day, urged that the Federal Government should insert
as a standard in this bill that there should be no employee contribu-
tions. Of the 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 Now York labor is now
opposing employee contributions. That illustrates the difficulties of
having many specific standards in the Federal bill.

The CHAIRMAN. I suppose the members of this committee realize
the many difficulties that even we have got to solve in this problem.

Mr. WITTE. Certainly.
Senator CONNALLY. Doctor, you favor the employee contributions?
Mr. WiTrE. Personaly?
Senator CONNALLY. Xes.
Mr. WITTE. 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 CONNALLY. They should not contribute?
Mr. WITrE. That is my personal conviction. I think that you

would get a better system i you did not ask for employee contributions.
Senator CONNALLY. 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 question we are now debating in the abstract, we do not know
what will be thp actual result. Wie do not know whether employee
contributions ill work better than a system of not having employee

243



ECONOMIC BOURITY AOT

contributions. Until we have actual experience, we are just express.
ing opinions. You may be right and I may be right. It is a question
of mere opinion.

The CHAIRMAN. 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 a year?

Mr. WITTE. I gave you the figures, Senator, for the entire country.
The CHRMAN. You have put those figures in the record already?
Mr. WIrE. Yes. In a large institution, of course, it would depend

upon how large their pay roll is.
The CHAIRMAN. Let us take some particular institution. Let us

take, for instance, General Motors. What is the pay roll of General
Motors?

. Mr. WiTrT. I haven't very good figures on General 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. W TrE. Yes, sir; we take the whole pay roll.
Senator CONNALLY. 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. WITTE. Notin unemployment compensation.
Senator LA FOLLETTE. That is on old-age benefits.
The CHAIRMAN. That is on old-age benefits; $260 is the limit in

that case, isn't it?
Mr. WITrTE. Yes.
The CHAIRMAN. Just give us the reasons why the same rule was not

applied on unemployment insurance as was applied on old-age
pensions?

Mr. WI'rE. 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 be included. 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 CHAIRMAN. You state that the State might exclude them if
they wish?

Mr. WITTE.- The State law may be higher than 3 per cent.
The CHAIRMAN. Yes.
Mr. WITTE. And so the employer might be entitled to his entire

credit, even if the top executives were not included under the State
law.

The CHAIRMAN. The committee gave consideration to all those
propositions?

Mr. WITTEr. Yes, sir.
Senator GERRY. If the State exempted them then they would really

do actuary work that would bother the Federal Government?
Mr. WIrrE. Certainly. The States are going to collect the tax

anyhow.

44



EC0OU1 OURT 245

Senator GERRY. Is it going to bother the Federal Government-I
mean as an actuaryproposition?

Mr. WiTtE. The Federal Government will always have t check in
ewch 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.

Senator GERRY. I understand that. I was thinking of the future. I
was trying to get the point of view of the Government, that is all.

Mr. Wirr. 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 vill 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 can pay will depend
upon how much money you have collected.

Senator GERRY. In other words, if you add all that in you get a
higher tax, and that is really the basis of why you do it?

Mr. WiTrr. Yes, sir; and it is easier of administration.
The CHAIRMAN. 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. WI rE. 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
year that would naturally reduce the corporation tax that they would
have to pay.

Mr. Wrrir. It does to a slight extent.
The CHAIRMAN. $3,000,000 is not very small.
Mr. WiTTr. Yes; but this is a certain percent of that.
Senator CONNALLY. It would reduce it 14 percent of 3 million.
Mr. WIT rE. Fourteen percent of $3,000,000. That assumes too,

Senator, that the GeneralMotors Co. does not have any expenditures
because of irregularity in employment. It might actually not mean
any loss of revenue.

The CHAIRMAN. I think the committee 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 Now it, because we may have to raise more money
than we would anticipate just on the face of this bill.

Mr. Wrrm. The total collections, Senator, figured on the 1933
business, would have been slightly over one-half billion dollars, and
ca the basis of the most prosperous year you ever had, $1,000,000,000,
and not all of that would be deductible cost.

Senator GERRY. What would the total collections on the insurance
and old-age pensions on the same figures that you gave as a basis be?

Mr. WiTTE. The old-age pensions starting at 1 percent in 1937, at
the outset will be approximately, on a 1929 pay roll, about
$300,000,000. /
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The CHAIRMAN. 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 thrd Treasury, because the com-
mittee would want to know something with reference to the financial
end of this phase of the question before we close 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 a minimum of payment in
the States?

Mr. WIrrE. NV. 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 BYRD. That was in the old-age pensions.
Senator CONNALLY. It requires that in the old-age pensions,

doesn't it?
Mr. WIrrE. 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 stop
the payment. He cannot prescribe by rule how much the States shall
pa but he can stop the payments.

Senator BYRD. 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.'WiTrE. 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. Ho is
given the power to step in, if he wants to, and say, "Here you are
not paying enough down there. We will not give you anything."

Mr. WiTTE. Theoretically, he can.
Senator CONNALLY. I am not talking about theories; I am talking

about actual facts.
Senator BYRD. That is written right in the bill.
Senator CONNALLY. The point I make is that $5 or $10 a month

is not all that we would like to give, but if the State cannot give
more why should 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 BYRD. Senator Wagner testified the minimum was $40 a
month, and Mr. Green asked for $50 a month. What is yaur 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 BYRD. Just take the lowest possible amount that you

thijk is necessary to set up a standard of decent living and health.
Mr. WiTrE. I 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 and
has approved grants which, in certain States, average only $10,
whereas in other States they average in excess of $30.

Senator BYRD. 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. WITTE. Here the State will determine, and the administrator's
position will be that of saying that the State is not meeting the stand-
ard, if that be the case. " It is not contemplated that he shall issue
orders saying that $50 or $40 is the standard.

Senator BYRD. He has the right to do it under the law.
Mr. WITTE. Only by withholding payments.
Senator CONNALLY. Certainly.
Mr. WirTE. He could announce such a policy but he cannot issue

such an order lega11y.
Senator BYRD. 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
fellow that does not have the house.

Mr. WITTE. That is the theory of old-age pensions.
The CHAIRMAN. You leave it to the State.
Senator CONNALLY. 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 BYRD. 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. WITTE. I suggest, Senator, that is a matter of policy for the

Congress to determine.
Senator CONNALLY. I am very much obliged to you ior that sugges-

tion.
Mr. WITTE. 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 committee 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 $40 or $50 or something of that sort
is to leave the matter to the States, with merely the discretionary
power vested in some official-not necessarily the federal Emergency
Relief Administrator if you desire some other official-to deter-
n. -ie whether a State, in view of its own conditions, is paying a reason-
abi,. subsistence. That is a power such as you have in the highway
grants under which, if the conditions of the law are not met, the
payments will be stopped.

Senator CONNALLY. YOU say, "Leave it to the States." Why
should we leave it to the States if you give the Administrator power to
determine what is a reasonable subsistence?

Mr. WITTE. The Administrator's power is only to stop payment.
Senator CONNALLY. Certainly it is to stop payment. You might

choke a man totdeath, but he is just as dead as if you shot him.
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The CHAIRMAN. 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 thatbe satisfactory?

Mr. WITTE. That is the first alternative suggestion I have discussed.
The CHAIRMAN. 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 a certain amount the Federal Government would match it
up to a certain amount. It could go higher if it wanted to.

Senator BYRD. Do you approve of that, Doctor?
Mr. WITEr. As I stated, 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.

The CHAIRMAN. That is better than the present method, isn't it?
Mr. WITrE. Certainly.
Senator BYRD. 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. WITrE. The power of amendment is in the Congress.
Senator BYRD. This is Federal legislation. Are you willing to agree

that that is a good amendment?
Mr. WITTE. I have outlined the three alternative policies. My

personal conviction is that the suggestion made by the committee is
the one that should be adopted.

Senator BYRD. What suggestion has the committee 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. WIrE. That is 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 BYRD. What 1 am getting 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. WITTE. That the States determine that standard.
Senator BYRD. Then the Federal Administrator has the right to

disagree with the State and withdraw the Federal appropriation. Do
you favor that?

Mr. WxTTE-. 1 support the bill; yes, sir.
Senator BYRD. That is what 1 am getting at.
Mr. WITTE. It is a question of policy, whether you wish to do that.
The CHAIRMAN. If you can do that you would rather have the

other plan?
Mr. WITTE. 1 have outlined the three possibilities, all of which are

reasonable solutions of this problem.
The CHAIRMAN. You are very fair about it.
Senator CONNALLY. Doctor, you believe in iving the State corn

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. WiTTE;. No, sir.
Senator CONNALLY. I am not trying to bi. facetious, but. I want to

ask you this: Of course, this country is a big country 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 under.
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 not 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,
and all that sort of thing.

Mr. WVirrE. My testimony has been, Senator, that the whole
matter of old-age pensions varies with the conditions under which
the old persons five.

Senator CONNALLY. 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 extreme emergencies. If you do not agreo with that, the
course of action is to strike out section 7 of the bill.

Senator CAPPER. Do you think Doctor, that the theory, as you
have outlined it would be acceptable to the States?

Mr. WyrT. Y think there is no difficulty. You have written 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 CHAIRMAN. 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. WrnE. If you think it would be advisable we will get an
expression as to what thex think.

The CHAIRMAN. I think it would be a good idea to get an expression
from them an that point.

Senator BYRD. I think whoever propounds that question should
make it entirely clear. The doctor is not entirely clear as t.) what the
act means.

Mr. WITTE. We will send them the act itself.
(Subsequently, the chairman received the following letter and tables

from Mr. Witte.) COMMITTEE ON EcONOMiC SECURITY,

Pn. PAT HARRISON, Waehingfton, February 4, 1955.

Chairman, Senats Financ Committee,
United States Senate.

DEAR SENATOR HARRISON: Among the material which I was asked to prepare
for incorporation in the hearings on the proposed Economic Security Act was
data relating to the cost to the Federal Government of the old-age security part
of this program. 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
separately what this cost would be if no contributory annuity system is estab.
lished, and If such a system is set up as proposed In the bill.

Table 11: The progress of the reserves under the compulsory annuity system
as contemplated in the bill, and the total o-st to the Federal Government forboth
old-age assistance and old-age annuities.

Tables III and IV: The two principal alternative plans considered by the
Committee on Economic Security under which the contributory annuity system
can be made entirely self-sustaining. Table III shows the results if all partially
unearned annuities are eliminated; table IV, if the contribution rates are increased
from I to 5 to 2 to 6 percent.

Should tfhe committee desire anything further on this subject, we shall be glad
to be advised of your wishes.

Very truly yours, Couain-n ox EcoNouic SCURIT

EDwIN E. W
5
IrrE,

Executive Direcor.

TABLE l.-Federal subsidy to State old-age assistance laws
PART A. SUBSIDY IF COMPULSORY ANNUITY PLAN IS NOT ADO'IED

Number Amount of Number Amount of
receiving Federal receiving Federal

Year old-age subsidy (In Year old-age subsidy (ingrant$ (in Millions ofgrats (in millions ofdlr)
thousands) dollars) tbus.n

t
ds) dollars)

96 ...................... 897 13&.6 1950 ...................... 4675 711,
o? ................. 1,(11 1.1l....so.... 6 o ns o.
=8 ...................... 1.765 268.7 1960 ...................... As0l 1,03&5
9 .--------------------- 2.287 34. 1965 ...................... 7,169 1,091.f

21 ...................... 2,746 418.1 1970 ...................... 7,33 1,14. 9
11 ...................... 4 - 8-95 440.8 1975 ...................... .,007 1,219.1

1945 ...................... 3631 6528 190 --- _----------------- 8,601 1,2 AL3

EzPLAXqakiox.-Tbes estimates were made by the actuaries of the Committee on Economic Security
in consultation with the Advisory Committee of Consulting Actuaries. They are based on the following
assumptions: (1) Dependency ratio of IS percent In 1936, Increasing to 20 percent In 1937.25 percent In 19M,
30 percent In 13, 33 percent in 1940, and thereafter, by 1-percent increments, to maximum of 60 percent In
1937 and subsequent yesrs; (2) average total grant of $25 per month from State and Federal Governments
combined; (3) Feders subsidy yofone-halfof total costs, excluding that portion of Individual grants In excess
of S30 per month and that portion of administration expenses In excess of tO percent of total pension pay-
merts. The actuaries In their report state that theestimates in the early )-ears of the system co not allow
for a probable lag In the coining Into full operation of the State old-age assistance lass and are, therefore,

lt l the dependency ration reach only a maximum of 40 cent (by lI) and the pension ants aver-

age only $20 per month, the cost of the Federal subsidy in the first year would total only $72,200,000; by
1940, $L99,100,000. by 1950, $397,300,(0, by 1963, $722,70,OO0, and by 1V0, $86,0,030.

PART B. SUBSIDY IF COMPULSORY ANNUITY PLAN IS ADOPTED AS PROPOSED
IN BILL

Number Amount of Number Amount of
receiving Federal receiving Federal

Year old-age suhesdy (in Year old-ale subsidy (In
grns(n millions of Igr ants (in millions of

thousands) dollar) tbowAnds) dolas)

1 - -...................... 897 66 1950 ...................... "3,66 5X71937 ..................... 1, 307 199.0 1953 ...................... & 762 671.1
38----- ----............. 1,766 262. 1 0 ...................... 777 67&0

1939 ...................... ,287 34.2 19M .................... %496 52.2
1940 ...................... ,746 418 1 1970 ................. . -3,377 611.1
1941 ...................... %812 428. 1975 ...................... 3,344 509.1
94 ...................... ,206 407.9 190 ...................... 3,308 60.6

EXrLATiOq.-These estimates were made by the actuatres and consulting actuaries of the Committee
on Economic Security, on the same assumed dependency rates and average pension grants among people
not under the compulsory system set forth In part A of this table. If the dependency rates and average
pension grants of the alternative estimate explained In part A of this table should prevail, the cost of the
Federal subsidies would be very much les, especlly In the later Fears, totilling in 1980, $ite,300,000,
instead of .03,600,000 as shown above.
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'TABLE lI.--Od-ae insurance plan of bill

PART A. PROGRESS OF RESERVE

fAll estImates in million of dollm]

Net con- Intereat on Federal Benefit ResereYear tributiom A reserve saly pymnts the yen

1 97 ....................................... 306.0 0.0 0.0 0.7 306.3
....................................... 308.9 9.2 0.0 t.0 621.6

10 ....................................... 312.0 18.7 0.0 &3 948.8
1 940 ....................................... 314.9 2.4 0.0 4.8 1,287.3
19 9 ....................................... 6713 10&0 0.0 100.t 4.12 3.
1900 ....................................... 1,072.3 211.9 .0 37.1 7,7.7
1 9 6 5 ....................................... 1,520.0 329.6 0.0 1, t49.6 11,687.2
1 ....................................... 1,979.2 43L9 aO 1,924.8 14,380.1

6 ....................................... 2,06 W3 470.0 0.0 2 ,&318 I 0.4
10 ....................................... ,137.8 44.0 WO 7. a ,111.8 1,100.0
1975 .................................. 2.,216. 468.0 926.5 &611.2 15, 000.
1 9 8 0 ................................ . 2.21&? 46.0 1,387.9 4,0715 12100.0

I oint contributIons m administration expenses soiUlowsy

It,. 
E"
Expeuges " 1t

.  
Expenses

etfYears of perc o

cent of j ot,!. c~.S~t on.rpay rolls btospay roils btlons

103-41 .................... r bto. .. ................... 4 n

194 ....................... 2 318 1957- ................... 5
1947- 7 ....................... S

Exn.&eANTIoN.-Tho annuities proposed to be pald under this plvn to persons retiring at age 65 after,
at leat 8 years of contributions are the flowing:

(a) .o persons who enter the system in the first a years; an sannuty of is percent of the average wages
on whSh conttlbutions were i!d plus 1 IXr 7nt additional for each year of oontrtibtloos above 5 but
not more than 10 and 2 percent addftional fo each yew o contributlons In exess of 10 years up to a maul-
mum of 40 percent.

() For those entering the system In 1942 and thereafter; 10 percent for the tirst 6 years o contrlbutiu,
plus I percent Sor eaeh additional year of contributions.

Where contributors die before reachng retirement age or before they have drawn annuites equal to their
own ooetributions witb 8 percent Interest, their hes wil reeve their contributions plus Intere, lem
any sum pai to the deceased worker as an annuity.

PART B. COST TO THE FEDERAL GOVERNMENT FOR BOTH CONTRIBUTORY OLD-
AGE ASSISTANCE AND THE CONTRIBUTORY ANNUITIES

[All estimates in millions of dolUsJ]

Federal Federal Total cost Federal Federal Total cost
Year subsidy subsidy to under Year subsidy subsidy to under

old-age Insurance combined old-me Insurance combined
asIstance plan program assistance plan prrpam

19.......... 1 2S6 0.0 136 I9 .......... 171.3 0.0 371.5

190.......206.7 0.0 206. 7 1J........5312 162. 607!1839............846.2 0.0 346. 2 IM514.1 a31 11940............411 1 0.0 416.1 1975 .a. .01 1
1946............457.9 0. 0 48.9 1980.........506 1,476.7 1,9813
1950W.......... .7 0.0 M6.7

ExltUeAvio.-The cost figures here prented are believed to be outside estimates. Should future
dependency ratios and average old-age abtance grants be no higher than indicated in the alterolve
estimate mentioned In part A of table 1, the total cost of the combined program by 1980 will be $I,5,M00.0.

I 16807 3------17
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TABLE II.-Plan Me: No unearned annuilies, rales as in bill

PART A. PROGRESS OF RESERVE

Ai estimates in millions

Net con- merest Federal Basest iReservee cn- fJtecs ontrtbu- payent e01o
Year tributions on reserve on tn.]n f

193 ................................... 308.0 0.0 0.0 s 30.3
...................................... 30.$2 92 .0 10 21.5

1939 ....................................... 312.o 1&7 0.0 3.3 948
190 . . 314.9 29.4 0.0 4.-8 1,27.3
194 ................. . 672.3 313.5 a.0 2K. 4.541.3
1800 .................... 1, 073.a 26&35 0.0 91.5 10,114.7
19M3 .................... 1,3520.0 497.3 0.0 227.6 1&,134.7
1940 .................... 3,979.2 807.5 a.0 458.7 29.214.1
198. .................... Z 05K 3 1. 15&. 0. a 81M&9 406874.3
1IM ....................................... 2,137.3 1.306.2 0.0 1,372.7 2,444.3
1 975 ....................................... 2.218.7 1.830.4 0.0 2,07.3 2,974.5

3 90 ....................................... 2,21.7 2,06.7 0.0 .0.1 70, 2.

ILLUSTRATIVE ANNUITIES

MontlJy annuity based on level ?Monthly annuity based on level

Years of 00- monthly wage of- Years of con- [ otbly wage of-

tribution tribution
SW0 $100 W1O $50 $100 $150

5............. 0.4 1 04 I 80.72 30 ............ 7. 12 14.21 21.&5
10 ............ . .7S I .331 133 35 ............. 9.979 19.57 29.36
i3............. 1.68 35 &03 40 ............ 13 2&.90 S 8.
20 ............ .. Q02 6.0 9.03 45 ........... if1 0 53.27 50.08
25 ..... . 4.68 9.73 14.83

ExLA Aio.e.-Contribution rates as In bill. Annulties on an earned basis only: the amounts o which
are shown In the IllustratIve Annuitles. Death benefits and refunds as In bill.

PART B. COSTS TO FEDERAL GOVERNMENT FOR BOTH NONCONTRIBUTORY OLD-

AGE ASSISTANCE AND CONTRIBUTORY ANNUITIES

JAl] estimates in millions of dolLars]

Yea

IV36 ..........
1937 ..........
193 ......Im9 ..........

1950 ..........

Federal
subsidy
old-Wg

8136
IX O
190.0
268 7
342
41&.1
548.9
on18

Federal
subsidy to
insurance:

Plan

o00
.0

0.0
0.0
0.00.0
0L0

Total cost
under

combled
ProgramI

199.0
268.7

41& 1

8n 8

Year

19..........
190..........
1973 ..........
1970 ..........1973......
130 ......

Federal
subsidy
old-age

941.6
937.8
9214
899.6
828.0717.3

Federal ITotalost
I~dy to IUnder

mnrnsIcombined
plan Iprogramn

0.0
0.0
00
0.0

0.0

841.6
937.6
i214
889.6a
828.0
717.3

2N2

ExnAwAtiO.-Tie Federal subsidy to old-age asisfsta has been computed on the future dependency
ratios and the average assistance grants estimated by the actuaries, and is, thus, lable with the

ocrrsondjzl figures In tables It and IV. Should either of these estimates prove too high, the Federal
subsidy and 0 ttaJ cot under the combined program will be correspondingly reduoed.
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TABLE IV.-Plan M11: £ to 6 percent contribution rate with partially unearned
annuitiee to persons now half old
PART A. PROGRESS OF RESERVE

(An estimates in millions]

Net con- Interest on Federal Benefit Reserve at

a-tribuonIs reserve o on - payments end of year

1937 ....................................... 623.3 0.0 0.0 3.3 622.0
33 ....................................... 629.5 18.7 0.0 4.0 1,26.i

19 ...................................... 63.6 3.0 0.0 .7 1,9 .2
1940 ....................................... 9%0 57. 0.0 108 93 2
I9S ....................................... 1,393.3 237.0 00 207.6 9 33.&
1950 ...................................... 2,185.1 4IS.7 00 623.6 18,682.S
1935 ....................................... 2,280.0 7968 0.0 1.2235 28,413.5
1980 ....................................... 2373.1 1,04 5 a.0 2,023.2 38,281.7
1965 ....................................... 2,4700 1,231.5 0.0 2f2&4 4,122.5
1970 ...................................... 2, X . LM0 0.0 , 19).2 48,40.9
1975 ................................ 2,40.0 1,46Z3 0.0 3,n.3 49,173.3
190 ............................... 2,660.0 1, . 3 0.0 4,14&.3 50,093.7

ILLUSTRATIVE ANNUITIES

Monthly anruity based on level Monthly annuity based on level

Y s ofo- monthly wage of- Years of cm- monthly wage of-

$50 $100 $150 $S0 $100 $150

S............. ". 60 835.00 $22.50 30 ............ X001 140.00 $60.M

to0............10.00 2.00 30.00 35 ............ 20 45.00 87.0
is ............ 110 23 00 37.10 40........... .. 1M.00 M00 75. 00
20............ M00 3000 45.00 45 ............ 27.50 m o00 52.0
25............ 317.50 35.00D 5201

Ezpte selio
Contribution rates: Prre(RI

1937 to 199 ......................................................................... 2
1940 to 1942 ......................................................................... 3
1943 to 1945 ......................................................................... 4
10 to 194 ......................................................................... 5
1949 and thereafter ................................................................ 6

Annuities: Ce) For persons who when system is established are 40 years of age and over: 15 percent for
first 5 years of contributions and 1 percent fore each additional year and OI) for peros who are under 40
yeoa ofage when the system !s established: I percent foreach year otbe first 15 years olcontributicns, plus
percentnt ftor each of the neat 10 years of ontributions, plus I percent for each year of ecnlritutlons be5 end
2.5 Fear'.

Death benefits and refunds as in bill.

PART B. COSTS TO FEDERAL GOVERNMENT FOR BOTH NONCONTRIBUTORY OLD.
AGE ASSISTANCE AND CONTRIBUTORY ANNUITIES

[All estimates In millions of dollars]

Federal Federal Total cost Federal Federal Total (oat
Y subsidy subeldy under ye subsidy subsidy under

old-ae to insur. combined old-age to tnsur. combined
assistance ance plan program sslstance ante plan program

3938........... 136 0.0 13.6 19 .......... 71.3 0.0 571.3
192 .......... I23 0.0 263.7 O 1963 ........... 3 0.0 317.0
193 .......... 68.7 o . 34.7 1970 ............ 514.1 25.
190 .......... U1. 1 O. 0 33 . 1970 .......... 509.1 0.0 b 9.1
393 ............ 399.0 0 10 19 3..0 .... 5.0 0.0 57.0I
1945 .......... 487.9 o.0 487.9 1980 ............ 503. 0.0 303.6
195 .......... M5367 0.0 51&7

EXPLANATION.-The Federal subsidy to oid-ge assstame Is estimated on a Cnal 50 percent depend.-
ency ratio and average asistance grantsot$25. It the dependency ratio should not exceed 40 percent and
the grants average only M0, the cost in 1980 Is estimated at only $115,3000.

The CHAIRMAN. The committee will recess until 10 o'clock tomor-
row morning.

(Whereupon a, the hour 3f 12 noon the committee recessed until
10 a. m. of the following day, Friday, Feb. 1, 1935.)
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FRIDAY, FEBRUARY 1, 1935

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 Building, Senator Pat Harrison,
chairman, presiding.

Present: Senators Harrison (chairman), King, Connally, Costigan,
Clark, Byrd Lonergan, Black, Gerry, Guffey, Couzens, Keyes,
Hastings, and Capper.

The CHAIRMAN. The committee will come to order.

STATEMENT OF ROBERT JOLLY, OF HOUSTON, TEX., CHAIRMAN
OF JOINT COMMITTEE AND PRESIDENT AMERICAN HOSPITAL
ASSOCIATION

The CHAIRMAN. You represent the American Hospital Association?
Mr. JOLLY. I represent the committee of th6 American Hospital

Association, the Catholic Hospital Association of America, and the
Protestant Hospital Association of America.

The CHARMAxN. Proceed.
Mr. JOLLY. The joint committee of the American Hospital Asso-

ciation, the Catholic Hospital Association of America, and the
Protestant Hospital Association of America, 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-
mente to S. 1130.

1. 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 'oint 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 CHAIRMAN. YOU are speaking now of the unemployment-
insurance tax, old-age tax, and what not?

Mr. JOLLY. Yda, Sir.
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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 general 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 limit'
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 hospital care given,
particularly in assundng the increased load for the care of indigent
and unemployed, hospitals maintain a 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. lie have to have a continuous personnel,
because a hospital has to be ready at 15 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 financial ability to give hospital care to the 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 conies into the hospital from 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 be taken out of our treasury and we could not' take care
of all of the indigent patients that we take care of.

5. Nonprofit hospitals have no opportunity through the increase
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. We 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
pretty uniform all the way through. We cannot do things like
industries (1o, we do not want to be classed that way-as an industry.
We are not operated as an industry.

The CHAIRMAN. What is the provision of the bill for exemptions?
Mr. JOLLY. There is none.
The CiHAiuAN. There are no exemptions?
Mr. JOLLY. No, sir; hospitals are not mentioned.
Senator Coulmis. You do not have much of a problem of unemii-

ployment, do you?

256
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Mr. JOLLY. We do not, because we have to keep about the sanie
number of people in the hospital all the time. Instead of turning
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
their room and board, because of their love of the hospital and of the
work.

The CHAIRMAN. States can make their proper exem tions and so
forth, but your anxiety is that this tax imposed by the Federal Gov-
ernment would be a burden upon the hospital, Unless an exemption
were written into the law?

Mr. JOLLY. Yes, sir.
6. Unemployment in hospitals has not been a serious factor in

hospital problems.
7. Employment in hospitals -is dependent upon the amount of

sickness and not upon the condition of 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 a consequence an enforced payment
into an 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 left 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.

10. The annual pay roll of the nonprofit hospitals of America
amounts to $121,500,000. 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 5years.
There has been too big a pressure, too big a squeeze; 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 places it is more. In
Cleveland Ohio it is 55 percent of the expense of the hospital allocated
topay roll.

The CHAIRMAN. Was this matter presented to the President's
committee-when they were drafting the bill?

Mr. JOLLY. No, sir.
The CHAIRMAN. You had no opportunity to know just what was

going on until these bills were introduced?
Mr. JoLY. No, sir; we did not see the bill until it was printed and

sent out.
The CHAPWUAN. Very well, proceed.
11. Hospital, have had an increased burden of indigent sick without

Government reh,'f except in 3 or 4 States. Relief agencies have fed
and clothed and4tousedthe indigent but the moment they need hos-
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pitalization the relief agencies 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 earnings from pay patients and a falling off of
donations from philanthropically minded people to about 40 percent
of what such donations were in 1029 and 1930.

The CHAIRMAN. What was been the policy of relief organizations
with reference to these hospitals? Don't they pay them something?

Mr. JO1,LY. No, sir; there was some arrangement in the 0. W. A.
for a little while, but that was pulled out. What the hospitals got
there for taking care of a patient was $2.50 a day for the whole tine,
but the doctor got his monoy first. Our own hospital in Houston got
nothing from the C. W. A. funds. We cannot get anything from the
relief agencies, State or Federal. We have had to take not only the
burden that we have always had, but this increased burden. Men a
relief patient comes to the hospital, the relief agency says, "Hands off
forums , 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. .sencieWs have always taken

care of you through community drives, and so forth?
Mr. JOLLY. Yes. I am talking of the governmental agencies. 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 have had from
endowments, the capital has not decreased but the dividends from
endowments in some instances have gone down to alwo3t nothing, so
that they have nothing to run on.

12. Nearly 400 voluntary nonprofit hospitals ceased operation in
the past 5 years because the financial burden became too heavy.

This is signed by the chairman of the joint committees.
The CHAIRMAN. Let me ask you, what are the views of your.or-

ganization vith reference to the provisions in the bill for Federal
contributions to States for health and crppled children.

Mr. JOLLY. 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. We 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 hospitals ought to be taxed to take care of th,.t.

The CHAIRMAN. I think the committee understands your view-
point.

Mr. JOLLY. Thank you very much.
Senator CouzENs. Do you object to the contributions for the old-

age pensions?
Mr. JOLLY. Yes, sir; we feel like we ought to be exempt from all

of it.
Senator COUZENS. Old age and all?
Mr. JOLLY. Yes, sir.
The CHAIRMAN. Thank you very much.
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STATEMENT OF DR. WILLIAM N. LEISERSON, CHAIRMAN OF THE
NATIONAL MEDIATION BOARD

The CHAIRMAN. You are chairman of the National Mediation
Board, Dr. Leiserson?

Mr. LEISERSON. Yes, sir.
The CHAIRMAN. 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 particularly on the
unemployment insurance provisions. I worked particularly on the
unemployment insurance provision. Prior to that I had been chair-
man of the Ohio Commission on Unemployment Insurance that pre-
pared the so-called "Ohio plan" of unemployment insurance as dis.
tinguished from the Wisconsin plan of unemployment insurance.

The CHAIRMAN. Did you help to draft the Ohio plan?
Mr. LEIBERSON. Yes, sir.
The CHAIRMAN. 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 hap pen to lay off.

The CHAIRMAN. What is the tax imposed?
Mr. LEISERSON. Under the Wisconsin plan?
The CHAIRMAN. Under the Ohio plan.
Mr. LEISE-SON. It is 3 percent, 2 percent paid by the employer and'

1 percent by the employee.
The CHAIRIMAN. When was it passed?
Mr. LISERSON. 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?
Mr. LElsERsoN. NO, air.
The CHAIRMAN. All right; proceed.
Mr. LEISERSON. The idea 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 all of those who are unemployed,
and I will explain that presently.

If we are to use the principle of insurance, it is very plain that this
principle cannot be used for the people who are now out of work,

ecauso the people who are now out of work are in the sense like
people who have had their house burned down but carried no fire
insurance. If they carried no fire insurance, you cannot make pay-
ments to them and then call it insurance. Whatever payments you
do make are a relief in one form or another.

This bill provides that for those people who either 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 tiat will come later, through
temporary unemployment for a shorter period, like seasonal unem-
ployment or for a longer period.

So this clearly looks toward the security or providing a measure
of security for those who are at work and who spend most of their
time working. If, for example, a person is a casual wage earner,
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 steadily enough to pay the
premiums or to have the payments of premiums paid in his behalf
by the employer. And similarly if the employer's work is of a
character to be casual, you cannot handle casuallabor 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 ill
not take in all those who suffer unemployment, but the majority of
them.

Senator Couzzus. Do you mind an interruption there?
Mr. LUISERSON. 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. LIsERSON. 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 appeared on enough pay rolls, lie would
be insurable 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 lie is a
casual laborer in the sense of a person who just cone to take a load
of lumber and help to unload a load of lumber for half a day or so, lie
would be excluded from the act.

Senator CouzrNs. Yes; but the employer would still have to pay
on the pay roll.

Mr. LEmSEnsoN. 1 think not.
Senator COUZENS. I do not find any deductions, presumably, under

the bill for that.
The CHAIRMAN. 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 lie worked half a day in reckon-
ing whether there was 13 weeks of employment there. Isn't that
true?

Mr. LEISERSON. That is true.
Senator CouzENs. The 13 weeks of employment does not apply

to the individual.
The CHAIRMAN. 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

weeks during the year, then he has to pay his 3 percent on the pay
roll. r 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 CHAIRMAN (interrupting). What page is that on?
Mr. LEIsERsoN. At page 43, beginning with line 23 [reading):
In determining whether an employer employs enough persons to be ani "em-

ployer" subject hereto, and in determining for what tax he Is liable hereunder, be
shall whenever he contracts iith any subcontractor-

That is only dealing with the problem where he contracts out.
Senator COUZENS. 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 CHAIRMAN. That is where?
Mr. LEisERsoN. 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 Sentor, 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. LEIBERSON. 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
period, he is considered a casual laborer and exempted from the act.
That is the way the problem of casual labor has been approached in
these bills that have appeared 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 night 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
sonic time when that recommendation is perfected, that it would be a
good thing to have it in our record.

The CHAIRMAN. Doctor, is that the draft of the one that will be
suggested to the States?

Mr. LEISERSo~x. That is right.
The CHAIRMAN. Ifas that been approved by the committee?
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Mr. LEISERSON. Not yet. It was sent to me to go over and send
in suggestions.

The CHAIRMAN. Who got that up?
Mr. LEmRsoN. The staff of the committee, with the assistance

of the subcommittee on Unemployment Insurance.
The CHAIRMAN. Have you a proved that yet?
Mr. LEISES16sN. I have said that I think this is all right on the

whole.
The CHAIRMAN. But the committee has not yet approved it?
Air. LEISERSON. So far as I know, no, because I nave 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 approval 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 CHAIRMAN. I should think that would be better, don't you,
Senator?

Senator HASTINGS. I agree with you.
Senator BLACK. May I ask you when you think it will be approved?
Mr. LEISERSON. It ought to be ready very soon P, . 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 havw a letter from a
State senator in Vermont who is very anxious to get a bill offered
immediately and says that it is necessary that one be offered at once
by reason of their legislative situation. Could ii be possible for me
to send him even the tentative proposals which h you have?

Mr. LEISERSON. I think so. There are alternatives in here. What
this is based on is partly the Ohio bill and partly the insurance bill
recently introduced in New York State, and partly the Wisconsin act.

Senator BLACK. Have you an extra copy of that which is available?
Mr. LEISFRSON.YC5, I can give you one.
The CHAIRMAN. Doctor Leiserson, will you communicate with

Miss Perkins as ChaiTnan 6f 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 CHAIRMAN. 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
ypu pay for the insurance? This bill provides that there shall be a
3 percent tax which really is the premium.

Why is it 3 percent? Insurance Is not magic; you can buy only
the amount of insurance that you can afford to pay for, and you wifl
find in the Committee's report, the repe.i vf the Committee on Eco-
nomic Security to the President, which I suppose has been mentioned
to you before you will find a table in that report on page 13, in which
it lists roughly how much insurance you can buy for 3 percent of
pay rolls, for 4 percent, or 5 percent of pay rolls.
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Iii' the rep6ri of the Ohio Commision on Unemployment Insurance,
we, prepa. ed a more' detailed t~ble on the 'same question, that is,
assuming that you use 2 perceit.of the pay roll-

Thd "CHAIRMAN (interrupting). Does that report just apply to
Ohio or does it apply to the country?

Mr. LpisnsN. Ohio only pfoi-se, it considers the problem of
unemployment the country over, buit it is purely a report of a com-
mittee appointed by the Lislature of Ohio to the Governor, in
pursuance of a resolUioi 60 tfV legislature.

Senator KiNo. Did you participate in that?
Mr. IJkiSERSON. Yes, sii. There we figured out that if you had

2N perct of pay rolls, as the premium, that could purchase insurance
for a period ol something like 15 weeks if the insurance were 60 per-
cent of i ormal earnings, vith a mnidmum of $1--that is, assumin
a person who earned more than $30 week, he would get only $8
and if that were after awaitm prL f 4 weeks before he could
begin to draw insurance. S to 2% percent
3 percent, 3Y4 percent o on s owig the di t amounts of
insurance that can be by these premiums.

The CHAIRMAN. you put that Pa t of the Ohio rt in therecord?'. ' o
Mr. LEiszns6 'I shall be do s
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After a very careful consideration of these combinations and of many others,
the commission has reached the conclusion that a reasonable amount of protec-
tion can be purchased for approximately 3 percent of the pay roll, a price, which,
when shared by employers and employees will be easily borne and not represent
an unreasonable charge upon Industry. Tis percentage will buy the following
amount of insurance:
A benefit of 50 percent of the normal weekly wage of the insured, beginning

after a wailing period of 3 weeks, and payable for a period of 16 weeks, the
nimainmum benefit In no case exceeding $15 per week.

Senator'CouZENs. Did that report contemplate the employee
contributing also?

Mr. j1:EsEnsoN. Yes, sir. That report, I may say, recommended
that the employer shall pay 2 percent and the employee 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. I will discuss
presently this question of contribution.

The C u.,M, AN. In your Ohio proposal, did you apply it on agri-
ctlturo the same as on industry?

Mr. IsEBSoN. No, sir.
The CHAmMAN. You excluded agriculture?
Mr. LEIsEnSON. It excluded agriculture.
Senator IHASTiNoS. 1)octor, you are talking 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
employment, 3 percent would not be enough and if there was nobody
out, 3 percent, would be too much?

Mr. 4 ,MSESON. That is just what 1 Want to explain. When you
liiivo accident insurance or life insurance, how much a $25 premium
will buy will depend upon how many accidents you will have and
how immny people are insured. Similarly, in the State of Ohio, for-
tunately, 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 compensa-
tion fund. We, therefore, had tile 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 Ohio figures, we could
figure out as a matter of fact over those years.

The actuary used a very liberal estimate, the good years and the
bad years, he used an average estimate of 13 percent unemployment,
whereas usually over a period of years statisticians have said that
over the good and bad years the average unemployment 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 adequate or not is a question that has to be decided in
each particular case when you are going to pay the premium. We
cannot start with the idea that we have got to have adequate
insurance.

Every insurance agent tells me that I do not carry enough insurance
to properly cover the needs of my family, and I think they are right,
but why don't I? 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
the 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' pensions" 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 tiat 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 1923 to 1925. The Federal Reserve Board keeps
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 less than 84 percent of that index,
then they thought industry could afford only 1 percent.

Senator COUZENS. At that point may I ask you what yardstick
you used to determine whether industry could afford a certain per-
centage?

Mr. LEISERSON. It did not take any one industry; it took the pic-
ture as a whole, and so far as a scientifically accurate yardstick, I
may say it used none of that. It 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. It
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 Couzv.Ns. 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 determining it? What is your
udgment, because you say it is judgment?

Mr. LmSERSON. In my own judgment, it is this. I start with the
need of the wage earner for protection against irregularity of employ
mont. I start with the idea of what that man earns; he dedicates
his skill and ability and his life to that industry, and that there are
certain costs involved in his labor similar to the overhead costs that
the industry has.

For example, take these electric lights. During the daytime a
large part of the plant is idle. We consider that the investor is
entitled to a return 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 industry works
regularly. There is always fluctuation in employment and the wage
earner ar a clain. In miy judgment it i a part of tue cost of pro-
duction, that when oe is temporarily laid off for a period, that some
part of his expenses at least, at leasi enough to maintain him during
that waiting period, shall be a charge on thle industryStarting with that, the question arises as to whethr the industry
can afford it or not. If we are in a period when industry is moving
downward, inore and more people are being laid off, I should say at
that time is 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 time 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-
lieve 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 is if the industry is in the red and going down;
at that time you cannot put additional burdens on it but as soon as it
is moving 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
you will ask me why still further, I will say this: When the employee
i& notprotected against irregularity of employment, he tries to protect
himself by stretching out the job. I happen to have made a study of
that question in very many plants. It was published as a book called
"Restriction of Output in Unorganized Industry ", which showed that
the main cause for loafing, soldiering on the job, was fear of lay-offs
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, becau ie t e
men will work and not ;oldier on the job in order to protect themselves
as against - 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. LEIsBERsoN No- I do not think so.
Senator CouzEvs. You do not think so?
Mr. LmsERsoN. 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 HASTINoS. Doctor, before you leave that the examination
that the actuaries made in Oido covered a period of 10 years?

Mr. LzisERsoN. From 1914 on to 1931.
Senator HASTINGS. Sixteen or seventeen years?
Mr. LEISEBSON. I may say we have the complete actuarial calcu-

lation in volume 2 of this report. It is merely summarized in volume 1.
The CHAIRMAN. I wonder if you could not furnish to each member

of the committee, a copy of those reports?
Mr. LEiSERsoN. I shall 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. LEiBmEsoN. Oh, yes. I can tell you just how that worked out.

We made a tabulation in which we calculated that suppose after the
depression of 1921 we had started an unemployment insurance fund,
say January 1923, when we were on the upward movement, how
would that have worked out? It would have worked out something
like this:

During every year down to and including 1929, it would have paid
to all of those who were covered by the insurance, and when they
suffered 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 16 weeks; but it was possi-
ble, that those who were out of work 16 or more would have gotten
16 weeks after the waiting period of 3 weeks. That is, the first 3
weeks they get nothing. That would have happened. And at the
end of 1929 when the depression had to be fac , there would have
been $104,200,000 in a reserve fund to face the depression with.
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Senator KING. That was in Ohio alone?
Mr. LzisERsON. 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 the period of 3 weeks, for 16
weeks, and we would have paid out $69,000,000 in benefits that
year.

Senator HAsTINGS. What year was that?
Mr. LElsE soN. 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 IIASTINGS. You would have taken $20,000,000 from your
reserve fund?

Mr. LysERsoN. 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 the 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 any rno than that amount of protection if we
have a depression thiit lasts as long as the present one has lasted, and
then we 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 leas than one-half of what*
they get on relief, or at least what they did get 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 ike 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 carry it through another year. It also
authorized the fund 'o borrow either from private sources if it could
get it, and after all this is 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 government, 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
depression 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, so that these men, who never before were on a charity roll,
it keeps them off 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.

1168o-.--1s
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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. L.IERBON. Yes, sir.
Senator HASTINGS. After 16 weeks, what happens to him if he has

not got a job?
Mr. LTISERsox. That is true. If, for instance, during this period,

any person was out of work for more than 16 weeks, steadily, at that
time he would have to go back on his own resources and if 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 end of the
16 weeks, he would be just like most working people are--he would
have to go on relief or relief work or charity. We figured further,
if we could have made this fund 4)3 percent in 1923, it would have
carried then right through the year 1934.

Senator HASTINGS. But in none of your figures do you contemplate
tIking care of the worker longer than 16 weeks?

Mr. LEmSEsox. Not on a 3-percent fund. If we had a 4X-percent
fund, we could carry him for 20 or 26 weeks.

Senator IASTIXGs. And then what happens to him?
Mr. LEisfnsoN. Then again if industry is in such a state that it

cannot employ people for a year or two years, the insurance cannotcover it all. No insurance fund can. Therefore they get into the
ranks of the permanently unemployed, and you cannot insure people
who are permnently unemployed. You have got to (to 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 weeks a year until
he gets himself back oni a job of some kind-and then how long does
lie flave to work before he is again entitled to participate in the fund?

Mr. LmisERSON. lie cannot draw more than 16 weeks in any 1
calendar year. That is what it does mean.

Senator HASTINGs. Does it give him, for instance, if he is on for
1933 for 16 weeks and beginning January 1934 he has not yet got a
job, does lie go on?

Mr. LEISERSON. lie does not go on unless lie in the meanwhile
has gotten work again after his 10 weeks and payments have been
made in his behalf.

Senator HASTINGS. lfow long would lie have to be on again before
io would be entitled to his 16 weeks?

Mr. LmsERsoN. After that lie could draw 1 week's benefit for 4
weeks' payment.

The CHAIRMAN. 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.
The CHAIRMAN. It was agitated for quite a long while wasn't it?
Mr. LEiERsON. Agitation began early in 1931. A bil was intro-

duced, it was not passed, and a commission was appointed as a result
of that.

The CHAIRMAN. Was there very great opposition to it in the State
which caused its defeat?

Mr. LZISERSON. There was opposition to it.
The CHAIRMAN. From what sources?
Mr. LEIs:RsoN. The employers of the State objected to it, most of

them. I may say in that connection that most ofthe support came
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from the wage r.,j,,.s and from the professional classes and social
workers.

The CHAIRMAN. They were perfectly willing to pay their part?
Mr. LEIsEasoN. 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 this Fed.
eral bill of course puts the entire prenuum 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 Federal Government but which essentially
this tax or payment will be levied by the States and the noney usvd
for the unempnloyed of the States, that the States will pass their own
bills. As soon as a State passes its own bill and make-s the premium
3 percent, that equals the Federal tax and then that cancels the lia-
bility to pay the Federal tax.

The CAIMAN. et 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 conie in and put the 3-percent tax on,
but I percent of which should be paid by the employee and 2 percent
by the employer. Then the employer could not clahi a deduction or
a credit, could lie, the 00 percent share in the bill?

Mr. LE sr.asoN. I do not. know what the phraseology 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 lie could use all of that
as against the tax.

The CHAIRMAN. Will you investigate the bill ond let us know its an
expert whether or not that is carried in the proposition?

Senator HAsTINs. It is perfectly clear that the tax is laid upon the
employer and lie 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 HASTINGS. Up to 90 percent. So that if lie had paid to

hist State, 2 percent instead of 3 percent, lie could only take off
two-thirds of it instead of three-thirds.

Mr. Lmsuitso?;. But lie could not take off the employees' contri-
butions.

Senator 11ASTINiS. No; not at all. That is very certain.
The CHAIRMAN. What I am curious about is the statement that

the committee agreed upon another proposition.
Mr. LmsEnsoN. I will tell you what we agreed upon when we dis-

cussed it. We 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 6 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 free to adopt a pooled insurance fund like Ohio 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-urderstanding was that if a State had it the employer could
deduct also for the I percent, but the question did arise as to whether
it would be lWgal for hini to deduct I 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.

On inquiry I find that the bill clearly would permit employers to
deduct only 2 percent if that is all they paid to a State fund and the
employees paid the other I percent. That is to say the employers
would have 2 percent remitted from the Federal tax and would have
to pay I percent to the Federal Government.

T11e CHAIRMAN. Let me ask you this question under this tax. Of
courso 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. L iEnrsox. Governmental authorities are exempted, you will
find in the definition of "employer."

The CHAIRMAN. You would construe then that the Mississippi
Barge Line, which stock is owned by the Government but which runs
in competition perhaps with other barge lines-

Senator KINo (interposing). And with the railroads.
The CHAIRMAN. And with the railroads-that they would be

exempt from the percent. Is that your construction?
Mr. LEIsEnsoN. 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 CAPPER. Doctor, isn't it probably true that when this
system 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 pased 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 percent he will gain that much and
perhaps more, so that it won't need to be passed on. That is just a
question of fact. Every private employer that has done something
to guarantee 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 KINo. Doctor, referring to the question just propounded
by Senator Harrison, what justification is there for the Government
to set up instrumentalities to engage in what might be denominated
as private business, barge lines, electric-light plants, and what not-.
what justification is there to add further to the disadvantages of
private industries in ornpetition with the Government, that the
Government and its employees so employed should not bear the
burdens that are imposed upon private industries and private
employers?

Mr. LESEnSON. If an industry or a project like the T. V. A. is
primarily a Government business and the Government is running it,
and the Government is the employer, I do not see any reason why those
folks who work for the Government in that capacity should not be
covered by the same measure. If, however, these governmental
projects are designed to give work to the unemployed, and they are
temporary, emergency measures of that kind, they are part of a.
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public-works project for relieving unemployment, then you have got
another picture in the situation.

Senator KiNo. 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, I do not see any reason why they should not, ex-
cept that in the Government service generally, where people have
civil-service protection, sick leave, and other things 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 landle in a different way, but
ordinarily I think everybody, whether Government employee or any
other, ought to be covered by a measure of this kind.

The CHAIRMAN. Of course we have a Federal law that Federal em-
ployees may come in and contribute, and so forth. It may he 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 IASTINOS. 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 CHAIRMAN. The Government Printing Office employees take
this other insurance.

Senator CouzENs. Not the navy yard workers?
The CHAIRMAN. I do not know about the navy yard workers.
Senator IIASTINGS. Unemployment insurance?
The CHAIRMAN. 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 you obviously would the differ-
ences in the economic 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 whicfi country has it been most satisfactory and under
what system have the most satisfactory results been secured?

Mr. LEKsERSON. 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 my judgment, the British scheme has more than
proved its value, and all groups of people in England, employers,
employees, public men, all agree to that. But you must understand
that when we say itproves itself, if you think of unemployment
insurance as the remedy for the whole problem of unemployment, it
is not, and no person who is sane will think that unemployment insur-
ance is a remedy for unenmloyment. If you have fire insurance, it is
not a remedy or fires, it is just to help people who suffer to avoid
some of the suffering. Similarly with life insurance.

The preventive 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
because 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 due to accidents. 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-most 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 I could
not work. That is unemployment insurance due to accidents.

Senator COUZENs. But at the same time, it has had the effect of
reducing accidents, has it not?

Mr. LEISEaoB. At the same time, one effect of it, in varying the
premium-when after some experience and the premium was varied
so that the people who had more accidents paid 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. LsissasoN. Beg pardon?
Senator Couzias. Insurance and the prevention of accident. are

not inseparable?
Mr. LF.ismisoN. Exactly.
Senator Couz,s. 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. L~is nsoN. No. I think not. In our Ohio bill, we provided
that after a period of 3 years, during which the 3 percent should be
collected, an investigation should be made with the idea of classifying
industries and groups of industries and a merit rating scheme worked
out.

Senator HASTINGs. I was going to ask you about that.
Mr. LmaEsoq. 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 39 or 4 percent, but that was only to come
after we had enough experience. The same thing was true with the
workmen's compensation. I happen to have worked for the first
workmen's compensation 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 accidents, under the insurance scheme,
we were able to work out ill sorts of classified rates on a merit, rating
basis, anti I should say any unemployment-insuimnce scheme 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 people in Wisconsin think, that their plan is
designed to stimulate attention to the problem of prevention.



ECONOMIC SECUIIIrY ACT

Nevertheless, we have to bear in mind 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 le has to pay some-
thing more, he will give more attention to that; but lie 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 give any consideration to a guaranteeing of a niniinum annual
wage?

Mr. limvsasoN. Yes, sir.
Senator CouzE.Ns. Is not that a great step toward the stabilization

of employment?
Mr. LEisEnsox,. 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 en
agreenment was made between all of the employers in that industry in
tie city and the organization of einployecs y 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 cmie alonv,
that whole thing disappeared.

We do provide in this bill that States may, in the bills that they
pats, provide for guaranteed employment plans as one method of
dealing with that or for individuaI reserve funds as a means of center-
ing the employer's attention on Ins own employment, and we wanted'
to leave the States free to experiment with such things if they desired
to.

The CHAIRMAN. In this bill, so far as the unemjployinent insurance
features are concerned, there is no suggestion of coercion upon the
part of the States, they are loft perfectly free to do with it as they
please.

Mr. Lmail~tsoN . Exactly.
The CHAIRMAN. We do impose this tax, though, froni the Federal

standpoint and they got the credit?
Mr. LEiEnsoFN. IMay I say a word on that? Some criticism before

the House Ways and Means Committee where I appeared has been
directed 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-if 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 employees, different experience with unemployment, and at this
time it is not possible to say what one rate will bring in all 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 money 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 eople, in their own way, and
one way is unemployment insurance, an it is notthe only way. The
National Government may want to stimulate them to have public
works for the unemployed, it may want to stimulate them to do
various thing that are remedies for unemployment in addition to
insurance. It has already stimulated them to establish public em-
ployment'bureaus. That is another remedy for unemployment.
The 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-
vantage in competing with them." Personally I do not think that
that is a sound economic argument. It has some merit, but-

The CHAIRMAN (interposing). It has a good deal of force.
Mr. LEISERSON. Yes, there is a good deal of force in it.
The CHAIRMAN. 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 beforo"-that
was one of their main objections-we can say, "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." Tharefore when we
show them that they will have to pay the tax anyway, and competitors
will, that objection will be removed and they wfil go along with
State laws which many of them have said they would like to have if
they could.

'the CHAIRMAN. Let me ask you, Doctor. Of course in certair,
industries-I think you pointed it out previously-they employed
more people than they do in another industry. For instance in the
textile industries they employ perhaps more than they would in the
steel indlistry in proportion to the amount of profits and the capital
invested. Iave you given much thought to that proposition as to
whether or not the 3 percent might be too heavy on some and not too
heavy on others?

Senator IAsTINGs. Before you answer that, let me make this
suggestion. There are a great many industries where the pay roll
is the largest part of the cost of the thing, too.

The CHAIRMAN. That was what the idea was tlit I was trying to
convoy.

Mr. LEuIsEsoN. We have given thought to that. My own judg-
ment is that 3 percent, when industry gets back somewhere near
normal, when it gets to say 95 percent or somewhere around 90
percent of the 1020 level, that 3 percent is a 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 a profit point of view. I would put it on the basis merely
that if one industry has a largo amount of unemployment, that it
ought to pay more because it is part of its cost. Another one that
reduces. unemployment, it ought to pay less. The moment you con-
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aider the income or paying capacity of an industry, you are getting
away from the principle of insurance.

If you want to deal with the problem of unemployment by taxing
profitable industries or by putting heavy income taxes or anything
like that upon them, that is one method that some people believe 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
premium 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 cannot 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-
tivelv it is desirable to %ave the employee have some interest, however
small, that he has contributed to the fund. In the first place you then
know by his own contribution that this fellow is entitled to insurance.
That is in 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 fellow workers who try to take advantage of the fund inain way.

he third reason is this in administering unemployment insurance

funds, you have to have focal administration. Around the employ-
ment office the whole thing has to center. The employee when Ii
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 register as unemployed at the employment office, his
unemployment does not begin until that day. At that emplovnent
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 anothersob, that the employment office has tried every way and he has tried.
Then 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 committee of employers' 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 complete argu-
ment, because the employee does contribute in suffering and the
loss of employment himself any way, and there is a good deal 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 bestW in their judgment, and the State legislators can decide
that for themselves.

Senator KiNo. In your Ohio bill, you provide for employees' con-
tribution?

Mr. LEmIEsoN. Of I percent.
SenatorKisNo. And that was endorsed by the American Federation

of Labor?
Mr. LEISERSON. Yes, sir.
Senator KINo. There is a sort of a moral reason as I gather your

argument.
Mr. LaEERSON. Mainly moral and administrative.
Senator KINO. It gives* them an interest in the fund and they will

be more careful in its disposition.
Mr. LEIBERSON. Well, there was one other reason. At the time

we 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 thought
an additional I percent woufd help, although it probably would not
be possible to get more than 2 percent from the employer.

Senator BLACK. Doctor, may I ask you a question or two on that.?
I understood you to say that eventually of course it was passed on to
the consumers as a part of the cost. That is correct, isn't it?

Mr. LEmERSON. All costs of an industry, of course, must be passed
on to and paid by the consumer.

Senator BLACK. 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 BLACK. But when you simply make it an employers' pay-

roll tax or sales tax, which is what it is, 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 out on a
broader base, isn't it?

Mr. LmsRsox. 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 BLACK. Let us see just a moment about that. If the em-
ployees of the tractor manufacturing company had a 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 the company, would it?

Mr. UISERsON. 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 employees, say in the 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 I percent, and that
would be passed on to the consumer.

Senator BLACK. That might or might not be true. Theoretically
that is the position you assume.

Mr. LzeISgRSON. I will tell you when it would be and we will both
be right. On the upward movement of the business cycle it would be
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passed on, on the downward movement they would take that out of
the employees, and some more.

Senator BLACK. What I am getting at is this: According to the
theory then, that you have, at least a part of the time, which ever
method is adopted, of the employer or of the employee, it eventually
is spread out on all of those who buy consumable goods in the Nation.
That is correct, is it not?

Mr. LEISERSON. Yes.
Senator BLACK. 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 subsidy you said, one argument
against it was-I jotted it down and I tlnk 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. LEIsEnsiiN. Not necessarily, no; but the people 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 ie gave a list of the other standards that lie 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 imposing those standards
in this bill, would there?

Mr. LEIsEnsoN. Yes; you vould 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. LEISERSON. I think so.
Senator BLACK. That would be a pretty big loss to the State of

Massachusetts, wouldri't it?
Mr. LEIsERsoN. It depends on what you are going to do with the

3 percent tax.
Senator BLACK. You propose to turn it over to the Federal Govern-

ment, do you not?
Mr. LEISEnSoN. Yes.
Senator BLACK. Arid that is a power or a force which you hold

over the head of the people of the State of Massachusetts and would
be a very substantial money loss to them if they did not pass the
law.

Mr. IBSERSON. That is correct.
Senator BLACK. 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. LZIsasoN. It might overcome their objection to it.
Senator BLACK. The point I am getting at is that the argunent

that you suggest, 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 have 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 the standard 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-

Senator BLACK (interposing). It is not the only argument?
Mr. LEiEnsON. No.
Senator BLACK. Then lot 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. LmsEnsoN. In the end.
Senator BLACK. 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 smaU
incomes.

Mr. LIESERSON. That is right.
Senator BLACK. 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. LElsnsoN. The greatest amount of the money will come from
the people of the smaller incomes because that is where most of the
purchasing power is. T!zt is true.

Senator BLACK. 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. LEisiRsoN-. Well, I would not agree that we could, but I will
agroe this much, that it may be desirable, Senator, to have taxes on
large incomes, inheritances, and so on. When you put your tax
burden there you do shift the burdens of government from the great
mass of purchasers to the fewer that have more of the wealth. You
ore helping to redistribute wealth.

Senator BLACK. Income.
fr. 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 BLACK. I heard that argument a moment ago. Let us
get back to that. Theoretically you say that you cannot have in-
surance unless it is paid exactly by the method you suggest. Insur-
ance companies do not always require the insurance premiums to be.
paid by the man who (lies, do t hey?

Mr. LEISERSOX. No.
Senator BLACK. Does it cease to be insurance because somebody

else pays the premium?
Mr. LESERSON. In thiq case, for instance, we do not have the

workman himself, lie may not pay the insurance, but the employers
pay the percentage according to the rate and the pay roll.

Senator 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 Nation? Would that prevent it being insurance if they paid a
part of it?

Mr. LyaswsmoN. 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 unemployed so that you would have no
reason for distinguishing the different kinds of unemployed people
whenryou gave them money that way.

Senator B4LAcK. Why is the risk not located in the large-income
taxpayers and the excess-profits people. What happens to their
business if you reduce the purchasing power of their consumers?
Don't they have a risk and 'tly interested, as vitally
interested as anybody 11ation, in t a asmn power?

Mr. LziSERSON. bdy has an interest, b n -
Senator BLACK iterposing). Don't they have an* tereV
Mr. LEISERS . They have an' t along with e body.
Senator BL K. Then if w so f this fro m and let

them make part of t nt buti ,. it w ld be coll'ng from
somebody o has a vital nter in peo le.

Mr. L RsoN. Y a of rom the but I
ay lit wo be insurance, Or n. If ye c loot all of t from

income o nheritance taxes, I d not -an o on
that bee so I be' w ou to-ye fo era ovenme pur-
poses he ier tax on o n on-$in hat inciple I o not
disagree ith you, ut I ree Wi ufon as soon you
take you money f in th

Sen&to LACK .te wig A 0 u inean.
Mr. Lx ERBON. part o , . vi the pr iple Qf

insurance, r this reason. Her man t of w k he is caual
aborerand hasbeenou r 3 r4or yea heisa borer-
ake in the r ad ind where am now. me men
tave been out f work fo Ins ce cannot ndle their
problem because e, are not worng and premiums not be paid
in their behalf. k they need-to be taken. of. For such
people it is perfectly ht to get your mone the wa you say,
but to mix Such people casual and pope who for
some reason, either ment or p or moral, cannot hold a job
steadily enough to make enough payments or to have enough pay-
mente on their behalf to insure theiselves-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
have, to make-it becomes unemployment assistance or relief act
and not an insurance act.

Senator BLACK. I understand there is quite a difference between
those two.

The CHAIRMAN. Doctor, and Senator, one question. Professor
Brown, of Princeton University is here. I really wanted him to Vet
back, because I do not want to keep him here from Princeton and his
work. Would you mind detisting now and let us take Professor
Brown, and get through with him?

Mr. LESERSON. I will be very gad to gt a.little rest myself.
The CHAIRMAN. Tomorrow weave Mir, Graham, president of th6

University of North Carolipa, and who was chairman of the advisok'y
council. Weshould like to take his statement at 10 o'clock in the
morning.
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Senator KING. When will the present witness resume?
The CHAIRMAN. Monday morning, Doctor Leiserson?
Mr. LEIsERsoN. 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 IfASTINGS. Somebody said there had been a brief prepared

as to the constitutionality of this act. Are you familiar with it?
M\r. LEISERSON. No; I am not.
Senator KING. 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. HIe would be the one
who would be handling that question.

I 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 principle of the thing established as soon
as possible. No matter what act is passed, it will have to be tested in
the courts, and you 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
other 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 getting something in the way of security for unemploy-
ment then we would even if we adopted a national seme right away.
It will take 10 years to work it out.

Senator BLACK. 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. LEISERSON. I am not sure. Of course, subsidies do help them
to accept money; there is no question of that.

Senator BLACK. That has been upheld by the Supreme Court,
hasn't it?

Mr. LEisBERSON. That is true.
The CHAIRMAN. 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 explain each one as we go along.

Mr. LtISERSON. I will be at your service.
The CHAIRMAN. If there is any further addition to your statement,

I wish ycu would furnish it, so we can carry it right along in that.
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STATEMENT OF I. DOUGLAS BROWN, DIRECTOR INDUSTRIAL
RELATIONS SECTION AND PROFESSOR OF ECONOMICS,
PRINCETON UNIVERSITY, PRINCETON, N. 3.

The CHAIRMAN. I understand you are professor of economics at
Princeton University?

Mr. BROWN. Yes, sir.
The CHAIRMAN. And that you were on this technical staft 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-time staff" 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 CHAIRMAN. Was this advice more particularly to the old-age
pension or unemployment insurance?

Mr. BnowN. It was on old-age security.
The CHAIRMAN. That is what you have specialized in?
Mr. BROWN. Yes, sir.
The CHAIRMAN. 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 that
the work continued from last August until the present time. In tho
course of that time, we not only conferred witf the various persoas
enumerated in the committees 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 convenience.

The CHAIRMAN. What is your statement?
Mr. BROWN. I have a ;tatement here which would take perhaps

20 minutes.
The CHAIRMAN. Very well; you will proceed, please.
Senator KING. I think it might be well, Mr. Chairman, to let the

doctor finish his statement, and then we can ask questions, if you
desire 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-
ing 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 arrived at are the result
of the combined thought of a large number of technical experts, busi-
ness men, labor leaders, and governmental officials-those formally
recognized in the committee's report and many others.

Thestaff technicians who have been most directly engaged in devel-
opin these recommendations realize more than anyone else the impos-
sibihty of arriving 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
the legislative stage of evolution and, with alterations and adust-
ments you may deem fit to make within the general framework ol tlme
plan, is ready for enactment. The next stage of evolution is only
possible after a permanent social insurance authority is established
and operating experience develops. An old-age insurance program
req:i;res a generation of experience to perfect. To postpone the initia-
tion of the operation of the plan likewise postpones 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 cooperative 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 belp of their
employers may insure themselves against dependent old-age and lift
themselves through thrift up from the level of dependency on public
orprivate charity in old age.

en 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 distinguished. The first is old-age
relief on the best. possible basis-but 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 entirely
distinct 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 ftmud not to need. The third plan is also
distinct from the other two. While it is insurance like the second
plan it is voluntary not compulsory and is intended to assist self-
empfoyed persons not covered tinder the second plan. The insured
person alone contributes under this plan-no employer since there is
no employer-and the annuity payable is determined 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. It will need to be continued not only for the next
generation while the contributory 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-emniloyed. It 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 believe provision is made for both the
present and the future, and for both the wage earner and the self-
employed person.

282



ECONOMIC SECURITY ACT

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 age which, provided
by the Government itself, avoids the danger? of bank failures, of
losses on securities and real estate, or of other means of investment or
of hoarding.

Senator KiNG. Pardon me what title did you say that was?
Mr. BROWN. That is the old-age insurance part which includes the

tax provisions 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-
ingthe period of need.

That is the old-age period, from age 65 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 rovide a means
of lifting people out of need in old age by the meth of contributory
insurance, which is in essence a facility in saving in which the
employer, the employee and the Government contribute 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 his annuity
through his own thrift.

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
committee, we have been lookinAg 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-
pulsor retirement method, persons over 65 would be taken out of
the labor market. Likewise the employer would be encouraged to
take on the mn 45 or 50 or 55, and thus to bring additional men
into employment in their later years.
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I might explain that further this way. Now you have the prob-
lem of the person seeking workaged 50 or 55 and the employer realizes
that he will soon have the problem at 65 oflaying that older man off
unless the company has a pension plan. If it has not it lays him off
with no protection. However, if he has a pension plan, it will cost
him a 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 501 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.

Senator HAsTINGS. 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 meeting 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 thirties and forties, in a sense they have no old-age
problem. They have shifted 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.

Second. The payment of annuities larger than can be 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 plan. 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 liquidating these reserves 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 progressive 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 those 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 economic 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 important industrial
country has paid unearned benefit supplementing that, making it an
amount large enough really to assist 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 in your first year of pay-
ment you 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 mahitenance of the lowest reserves
compatible 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. These funds are being taken from a level
of income wherb 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
unpropitious times but may affect adversely the capital market.
Also large reserves may encourage demand for increased rates of
benefit and unwise use of funds for other purposes.

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 see 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 obligations to invest
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.

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 6 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 contribution 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,
gradually adjusting it to the actuarial standards necessary.
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Finally, 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 morley 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 each 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
teclmical staff which aided in the development of the recommendations
in expressing our desire to be of any help possible to the individual
members of vour committee or the committee as a whole in your study
of the problem of old-age security.

Senator KING. The result of your labors is embodied in the final
report which was submitted?

Mr. 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 .,&chnica conunittees to the Cabinet committee itself. I am
speaking today as an individual who had the opportunity to cooperate.

Senator HASTINOS. You reached a conclusion, did you not, that at
some time the Government itself would have to contribute, out of the
general fund, a large swn of money, isn't that correct?

Mr. BROWN. That is my view, sir. My personal view is that in
any program of social 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-
ing to one set of calculations that is involving the provisions of the
bill is $1,478,000,000.

Senator HASTINGS. Annually?
Mr. BRowN. Annually. The figure I have here is for 1980.
Senator HASTINGS. Would it be apt to increase from there on or

decrease?
Mr. BRowN. 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, be will accumulate

287



ECONOMIC SECURITY AOT

a fund of something over $4,000, as I recollect it and will be entitled
tobe 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 years with the interest 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 a 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 l6gislation 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 tie Congress to change
it in some form. That is true, isn't it?

Mr. BRowN. 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 income in his old age, despite the fact
that the Government had provided no facilities for many years for
doing so. You will find in fact, in practically every industrial pen-
sion scheme and every scheme in educational institutions, that when
the contributory plan is started, it is necessary 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 theoretically you may be
correct, but you have to bear in mind as one expert has stated here
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
seems to me that while you may be absolutely correct theoretically,
we are dealing with a democratic form of government with the
opportunity in the people to change a particular statute at any time
that they can convince the Congress and the President that it ought
to be 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.

Xfr. BnowN. 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 vill be re-
sponsible to those persons who have contributed to the scheme and
that when they become old, it will provide them with the annuity
toward which they have contributed.

Senator KING. 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 as in 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 pay that naturally, to balance off, and it has been done in
practically every other county.

Senator KING. What would be the aggregate amount which the
Government will have to pay by and including the year 1980?

Mr. BROWN. I am sorry, sir; I do not have that accumulated.
Senator KING. 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 early years whereas otherwise you may need to afford
relief to those oldpersons.

Senator KING. 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
approximately $1,500,000,000 as of 1980.

Senator KING. 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 KING. Before it reached the position of stability?
Mr. BROWN. Yes.
Senator KING. 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 point 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 KINo. I assume that this contribution would come from
the Federal 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 a 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. BROWN. The fact that the older man receives more?
Senator BLACK. Yes.
Mr. BROWN. It is.
Senator BLACK. Is that not correct?
Mr. BROWN, Yes; it is correct.
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Senator BLACK. 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 discrninated against, if you call it a dis-
trumination, to that extent, but a part of the difference would be
made up by contributions from the Federal Treasury.

Mr. BnowN. Yes air I said that it is not that the younger man
gets less. He gets his full share, but that the older man gets more.
He ets more because of the Federal subsidy, which as a matter of
pubic benefit takes care of these people in old age.

The CHAIRMAN (Senator King, acting). We will adjourn now until
10 o'clock tomorrow morning.

(Whereupon, at 12:30 p. m., the hearing is adjourned until Saturday,
Feb. 2, 1935, at 10 a. m.)

I 4
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SATURDAY, PEBRUARY 2, 1930.

UNITED STATES SENATE,
COMMITTEE ON FINANCE

Washington, b. C.
The committee met pursuant to call at 10:10 a. in. in the Finance

Committee Room, Senate Office Building, Senator Pat Harrison,
chairman, presiding.

Present: Senators Harrison (chairman), Connally Bailey, Clark,
Byrd, Black, Gerry, Guffey, Couzens, Hastings, and Capper.

STATEMENT OF DR. FRANK P. ORAHAM,-PEESIDENT UNIVERSITY
OF NORTH CAROLINA

The CHAIRMAN. Doctor, you were Chairman of this Advisory
Council were you not?

Mr. dRAHAM. Yes sir
The CHAIRMAN. You are now president of the University of North

Carolina?
Mr. GRAHAM. Yes, sir.
The CHAIRMAN. For the record, will you state your background?
Mr. GRAHAM. You mcn where I was born, and so on?
The CHAIRMAN. 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. GRAHAM. I was professor of history at the University of Nort
Carolina. With regard to the point you just made about studies; I
have done graduate work at Columbia University, University of
Chicago, the Brooklyn Institute, and the London School of Economics
of the University of London.

The CHAIRMAN. You were selected as chairman of this advisory
council?

Mr. GRAHAM. Yes, sir.
The CHAIRMAN. And met with them quite a good deal?
Mr. GRAHAM. YeS sir; I met with them in all their sessions. The

Council took its work seriously and worked hard and with a public
view.

The CHAIRMAN. I wish you would just take this bill and criticize
it or make any explanation you desire to make with reference to it.

Mr. GRAHAM. Mr. Chairman, I would like to say that I am not a,
expert in this field; that I am not a statistician; I am not an kctuary;
I am not an economist; that in these matters I am a layman. I could
better discuss the general approach to the question of social security.

Senator CouzENs. Why were you selected for this position, Without
having the characteristics that you just described?

Mr. GRAHAmk. I cannot judge about that myself.
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The CHAIRMAN. I presume this Advisory Council was named.from
all over the country, to come in and study this proposition after these
technical advisers or technicians had gotten up this proposition, in
order to be helpful to the committee.

Mr. GRAHAM. Yes, sir; to bring in the lay and public point of view
on the expert studies made by tle r.-ious expert groups working on
these particular propositions.

Senator BLACK. They were not all experts, were they? A good
many of the others were not experts?

Mr. GRAHAM. On our Advisory Council were representatives of
labor, representatives of industry, and representatives of the public.

The CHAIRMAN. Well, that list has been put in the record.
Mr. GRAHAM. Yes, sir.
Senator CouzENS. Now, could all of those groups get together on

one report?
Mr. GRAHAM. I would say, Mr. Chairman, we had our disagree-

ments within the committee, of course. All honest people do have
disagreements. I was a member of the majority on one point, for
example, taking myself as an illustration, and a member of theminority on another issue. That is, the constitution of the majority
and the minority groups shifted according to the issue. There were,
of course, many controversial issues.

Senator COUZENS. Could you harmonize those differences after you
bad the poll?

Mr. GRAHAM. I think I would say, Senator Couzens, that each
man, of course, reserved his individual convictions but supported a
broad, comprehensive program of social security, in broad outlines,
without in any way compromising his own individual convictions.
There are some things in the report of the Advisory Council that
different members, of course, do not agree with. There are some
things in there that I do not agree with. But we are all for a com-
prehensive long-range program toward social security now.

Senator CouzENs. I suppose the chairman wants you to go on and
tell us your vie-s then. Is that so, Mr. Chairman?

The CHAIRMAN. Yes; just tell us your views. Tell us where the
sharp difference between them was and the big questions involved.

Mr. GRAHAM. Yes, sir. The sharp differences of opinion were
with regard to the unemployment-insurance proposals, as to whether
it should be set up according to the Wagner-Lewis device or according
to the grant-in-aid plan. That was one sharp difference of opinion.
Another was as to whether there should be employee contributions
or not. Another was as to whether there should be standards, and
at least to what extent there should be standards laid down or written
into the Federal law.

The CHAIRMAN. There developed, then, a difference of opinion as
to whether or not there should be an administrator on the lines of the
proposal in the old-age-penaion proposition, or approving the charac-
ter of laws passed by the States and laying down certain standards
and rules.

Mr. GRAHAM. Yes sir,
SThe '4HAIRMAN. You limit that, so far as unemployment insurance
is coneirted, to leaving it pretty nearly entirely to the States.

Mr. GRAHAM. Our Adviso Council did not.
The CHAIRMAN. It did not?
Mr. GRAHAM. No, sir.
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The CHAIRMAN. But the bill as drafted did?
Mr. GRAHAM. The bill as drafted did. Let me say at this poiqt',

Mr. Chairman, that I have been so involved in affairs in North Caro-
lina with meetings of the board of trustees that I have not kept up
with the proceedings of this committee. I did not know I was to be
called until 2 days ago, and I knew only yesterday that I would be
free to come, so I am not up with the proceedings of this committee
or the latest developments in the program and I would be only quali-
fied to talk on general principles with regard to the whole program.

The CHAIRMAN. The Advisory Committee thought that the word-
ing of .the legislation should be somewhat along the same line, as
applicable to unemployment insurance, as is proposed in the old-age-
pension proposition, giving greater power to the Federal Government,
is that right?

Mr. GRAHAM. I would say that the Advisory Council stood for
writing into the Federal law more national standards as a minimum
basis for State laws. I would favor national standards with regard
to waiting period, rate of benefits, and duration of benefits to prevent
unfair competition and to secure protection of the workers.

The CHAIRMAN. Yes. You may now proceed on the old-age
pensions.

Senator BLACK. Before lie leaves the question of unemployment
insurance, I would like him to give it to us a little more definitely.
You say the majority of the Advisory Council agreed to that idea?

Mr. GRAHAM. Yes, sir; that there should be more national standards.
Senator BLACK. Was it the majority or the minority that believed

there should be a Federal aid to the unemployment insurance?
Mr. GRAHAM. You mean a direct Federal subsidy?
Senator BLACK. Yes.
Mr. GRAHAM. I would say that was a minority.
Senator BLACK. On which side were you?
Mr. GRAHAM. I was for 4 percent, Senator Black. The point was

made that industry could not stand 4 percent. I felt so deeply, and
I still do, that 4 percent is necessary to give adequate benefits to the
workers that, personally, if a 4-percent levy on pay rolls is not possible
I would be in favor of having the extra percent from the Federal
Government.

Senator BLACK. What was your position with reference to the
employee contribution on the unemployment insurance proposition?

Mr. GRAHAM. Of course that is a very controversial point and I will
try to state my view on that, Senator. I was against employees
contributions in the Federal act.

Senator BLACK. Why?
Mr. GRAHAM. Because the worker, as a consumer, will pay. The

worker, in the long _aiting period proposed, will pay. The worker
will pay in the fact that when he is unemployed his benefits are to be,
well, I will say, comparatively low as compared to his regular earning
power.

The worker is, from my point of view, the victim and not the cause
of unemployment, and to put the cost on the victim is not a logical
procedure. If I could use analogy, which I know is not entirely an
analogy, during war time you have the soldier as a part of the inili-
tary establishment. Now a casualty. of war is provided for by the
military estabii'hment and the cost of the military establishment is
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borne by the country or the society that it is an expression of. Now,
in the case of a worker unemployment is a hazard of society. An un-
employed man is a casualty of our modern industrial society and the
industrial establishment, of which he is a part, should logically bear
the expense of the fact that he is a casualty, and the society (by a
pay-roll tax) and the Nation (by a supplementary contribution if
needed) back of that industrial society can logically be called on to
pay the cost of his unemployment, as an incidence of our modern
society.

I would sum this up in this way: The worker pays as a consumer
to the extent that 3 percent-I will say 3 percent because that was
the committee's report-to the extent that he 3-percent levy on pay
rolls is passed on. Then there is a waiting period and he pays there.
Then in the low benefits, he pays there. hen in the fact of unem-
ployment, he pays there. lie is the victim not the cause. He is
most of all the victim, and certainly least of all the cause of unem-
ployment. He is a casualty of our modern society and if we have a
sense of social responsibility in providing for the casualties of war, I
think, in these pensions, we certainly have no less a responsibility for
providing for the casualties of peace. If the soldiers at the front are
carrying on for the country, so are the industrial soldiers of peace,
from my point of view, even more carrying on for this country. So,
for myself, I am opposed to employee contributions because of these
considerations.

This occurs to me in this connection: I have heard it said, "Well,
that puts the worker on the charity basis." Well, Mr. Chairman,
that was the argument used against a public-school system. It was
said that it would not be self-respecting for children to go to schools
paid for by the public. I think we have gotten over that idea.

Senator BLACK. They also said it was socialistic, did not they?
Mr. GRAHAM Yes sir.
Senator BLACK. May I ask you a question in regard to your cas-

ualty idea. I do not know whether you would want to express a
view on it or not. You say the worker is a casualty of the modern
economic and industrial system?

Mr. GRAHAM. Yes.
Senator BLACK. IS it your belief that he is, to a certain extent, a

casualty as the result of the fact that too much in the modern in-
dustrial system goes to interest and profits and too little to wages?

Mr. GRAHAM Yes sir
Senator BLACK. If that is true why should not some of this be

borne through a Federal subsidy?
Mr. GRAHAM. Yes, if the pay-roll tax is inadequate.
Senator BLACK. Why should not some of this be taken from the

incomes of those who have received too much profit and too much
interest?

Mr. GRAHAM. I am net speaking for the Advisory Council at this
point.

Senator BLACK, I am asking you for your own opinion.
Mr. GRAHAM. Senator, in these direct questions that you have

asked me, I wish to make it clear that I am trying to answer them as
honestly as I can as an individual. I am not tryng', in answer to
youefif.ect-uestlons, to speak for the Advisory Council.

SeIhtor'BLACK. I understand that.
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Mr. GRAHAM. I think unemployment is a matter of industry and
the Nation, and not the workers' responsibility. Therefore I could
not answer your question honestly otherwise, not to say log ically and
democratically. It could be borne by industry as part of the cost of
production, and by the public, which has a stake in the fact that
workers in industry carry on for the public.

Senator BLACK. The point I am getting at is this: Of course a
sales tax or a pay-roll tax is borne by the consumers; isn't that true?

Mr. GRAHAM. Yes, sir; to the extent it is passed on.
Senator BLACK. And if this is simply levied equally on the con.

sumers of consumable goods and there is not some system devised
where more will be levied on those who get most, it would not be a fair
imposition of the tax so far as the public is concerned, would it?

Mr. GRAHAM. Except in the sense that it is a part of the cost of
production.

Senator BLACK. But that goes to the consumers and a great majority
of consumers have a small income, have they not?
. Mr. GRAHAM. Yes. As a representative of consumers' interest I
of course get your point.

Senator BLACK. What I am getting at is this: I understood you
to state that in your judgment a part of the hazard was the result
of the fact that too much had been drawn from the national pool of
production?

Mr. GRAHAM. Yes.
Senator BLACK. By those who draw profits and thdse who draw

interest.
Mr. GRAHAM. Yes sir.
Senator BLACK. That being true, is it fair to adopt a general system

for which a part of the public pays, without imposing a greater pro-
portion on those who get too much profit and too much interest?
Should we not adopt some kind of a taxation system, a Federal-aid
system, that would bring some of that excess profits and excess interest
back to bear the burden?

Mr. GRAHAM. I would say, Senator Black, as a general policy yes.
Now the question as to whether any or how much of this should be
applied to unemployment compensation would depend on the extent
to which that further taxation of excess profits, that public taxation
on over-concentration of wealth would be applied in other areas, for
example in old-age insurance, a public-employment program, a
general public-welfare program. You get my point?

Senator BLACK. I get it. Your knowledge of history teaches you
that when you once impose a tax on the little man you rarely ever
substitute and put it on the other mau

Mr. GRAHAM. Yes.
Senator BLACK. So if we substitute a system which imposes the

entire burden on the consumer there is very little probability we would
ever change it and put any of it on those who draw te excess profits,
the excess bonuses and the excess interest. -

Mr. GRAHAM. Yes. In our comprehensive set-up,' Seator Black,
the advisory council has the 3-percent pay-xoll tax. Now I may
say at this point, since it is part of an answer to your question that
I was for 4 percent, and it will be very acceptable to me, as an inAivid-
ual, speaking fo that extra percent, if it cannot be put in as a cost of
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production that it be put in out of public taxation, as a part of the
redistribution of wealth. Is that clear?

Senator BLACK. Yes I get your point.
The CHA1RMAN. Well, go ahead now with the old-age provision,

Doctor.
Mr. GRAHAM. Now, Mr. Chairman, I am not at all an expert in

that field either.
The CHAIRMAN. I will tell you one of the things that is worrying

the committee or certain members of the committee, and I include
myself in that list. In the case of the unemployment insurance, you
Ieave that entirely to the States but the Federal Government imposes

3-percent tnx?
Mr. GRAHAM. The bill does.
The CHAIRMAN. You leave it to the States to pass such laws as they

want to. If they want to divide it up, if they want employers and
employees to contribute or to pay it, they can do it. You fix no
standards.

Mr. GRAHAM. In order to be clear on that point, personally I was
for the grant-in-aid plan of unemployment compensation. Excuse
me for the interruption.

The CHAIRMAN. Yes.. Now on your old-age-pension proposition
you levy a tax but you leave here an administrator in Washington to
fix certain rules and standards that the States must follow?

Mr. GRAHAM Yes sir.
The CHAIRMAN. The naming of the persons in the respective States

who are to administer the law in the States, and what must be done
must have the approval of the administrator here; that is correct,
isn't it?

Mr. GRAHAM. I think the Federal administrative agencies certainly
have some discretionary powers on the basis of the standards.

The CHAIRMAN. Now, the only thing they could do, of course, if
the State failed to meet those requirements of those standards, they
could withdraw the Federal aid up to the $15 per month?

Mr. GRAHAM. Yes.
The CHAIRMAN. And now we want you to discuss that feature and

why that policy was agreed upon and recommended, why it is differ-
entiated from the unemployment-insurance program.

Mr. GRAHAM. The old-age-insurance program is set up on the
national basis.

The CHAIRMAN. Yes.
Mr. GRAHAM. Therefore there will have to be a Federal adminis.

trative agency administering the standards laid down in the Federal
law and administering the requirements delegated in the law. The
discretionary power is delegated to the Federal administrative agency
in order to have an effective national system.

The CHAIRMAN. Is there any difference of opinion in the advisory
council on that proposition?

Mr. GRAHAM. The advisory council, as far as I recall, Mr. Chairm an,
was unanimous in its suppott of.'the old-age-insurance program in its
threefold divisions of an oldlage-pension plan, the compulsory con-
tributory old-age in uraThW and a voluntary contributory old-age-
insurance program set up 6h; the national basis.

'Senator BLAcK. Seniato',niay I ask him a question to get at clearly
what we have been interested in?
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The CHAIRMAN. Yes.
Senator BLACK. Doctor Graham your statement Was that the

committee unanimously agreed on national standards placed in the
law which were to be enforced by a Federal agency.

Mr. GRAHAM. You mean the old-age pension?
Senator BLACK. Yes; the old-age pension.
Mr. GRAHAM. Yes.
Senator BLACK. The law as written has one clause which state that

the Federal administrator shall have the right to determine for him-
self whether or not the law of the State provides a sufficient amount
for the recipients to live in decency. Th~tr is the substance of it?

Mr. GRAHAM. Yes.
Senator BLACK. Giving him a decent subsistence.
Mr. GRAHAM. Yes.
Senator BLACK. There is a difference of opinion mainly from the

standpoint of the committee of whether or not the legislation itself
should set out minimum standards or whether we should leave it to
one Federal administrator in Washington to determine for himself
whether the law of North Carolina, for instance, did provide a sufficient
amount. Was it the unanimous opinion of the committee that such a
discretion should be left in the Federal administrator or was it con-
templated that the law itself should set up the minimum standards?

Mr. GRAHAM. Well, speaking for myself personally there, Senator
Black, I would be in favor of putting into the law certainly the most
essential national minimum standards on the basis of which your
Federal administrator would operate. It is what I favored in the
case of unemployment compensation.

Senator BLACK. In other words, Doctor, is the situation that soie
of them have asked about: Suppose, for instance, you take your State
North Carolina, or any State, and it should adopt a law which said
that $20 or $30, or any amount it saw fit, will support its recipients
in reasonable decency.

Mr. GRAHAM. Yes.
Senator BLACK. Do you believe that the Federal administrator in

Washington should be vested with the power to tell the State of
North Carolina that $20 or $30 is not enough and the Federal Govern-
ment will not contribute unless it raises it to $40 or do you believe
that the Congre itself should write into the law the minimum
standards, so far as the amount is concerned? That is the question,
as I understand it, which is revolving in the minds of some of the
members of the committee?

Mr. GRAHAM. I haven't thought that thoroughly through, Senator
Black, but to the extent that i did think it through in the case of
unemployment compensation, I am in favor of writing into the Federal
law certainly a good number of minimum national standards on the
basis of which your Federal administrative agency would act in co-
operation with the State administrative agency. The administrator
would use his discretion, but starting with those national minimum
standards put into the law.

Senator BISRD. Well, you favor the law as it is then?
Mr. GRAHAM. Yes.
Senator BYRD. You favor it as it is written which gives the Federal

administrator the right to withdraw the Federal aid from any State
that does not meet his opinion of these standards, which say they
shall in accordance with decency and health.
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Mr. GRAHAM. On the basis of the national minimum standards
written into the law; yes.

Sens tor BL ic. I understand he does not agree with that. I
understand he thinks the law itself should have the minimum
standards as to the amount and that the administrator should really
be an administrator to carry that out. That is the way I under-
stood him.

Mr. GRAHAM. I haven't made a study as I have in the case of un-
employment insurance, as to what those national minimum standards
should be, Senator Black, but I would say you should write into the
law essential minimum standards and then give the Federal adminis-
trator discretionary power as to whether they are conformed with or
not.

Senator BYRD. Here is what the proposed law says:
Old-age assistance shall mean financial assistance assuring a reasonable sub-

sistence compatible with decency and health to persons not less than 65 years
of a e, who, at the time of reeiving such financial assistance, are not inmates of
public or other charitable institutions.

Mr. GRAHAM. Ye.
Senator ByP". What further regulations or minimum requirements

would you advocate putting in?
Mr. GRAHAM. I would stand on this particular law in the case of

old-age insurance, but in the case of unemployment compensation
since it is not set up on the national basis, I would be in favor o
writing in national minimum standards.

Senator BYRD. But you do not favor any additional standards'in
the old-age pensions?

Mr. GRAHAM. I say I haven't thought through all the exact
national minimum standards for the old-age pensions, and therefore
I would not like to give an opinion on something that I haven't
thought through.

Senator BYRD. Under this proposed law the administrator may
withdraw his approval of the State plan even after it has already
been given.

Mr. GRAHAM. Yes.
Senator BYRD. Without notice to withdraw or withhold the pay-

ments from the State. Do you favor that? In other words, after
the States have adopted a pension system the Federal administrator
at Washington-with no appeal from his decision-can arbitrarily
withdraw the Federal payments without even notice. It does not
provide here that any notice shall be given. All it says is he shall
notify the State authority of his action. He can withdraw it one
day and notify the State the next day.

Mr. GRAHAM. Of course that can be met by writing into the law
a few national minimum standards, as we propose in the case of
unemployment compensation?

Senator BYRD. The only standard, of course, that would protect
the situation, would be to write it in in dollars and cents, to say you
cannot withdraw the Federal aid from the States that contribute so
much in dollars and cents. These other standards, they are all to be
interpreted by this administrator, who is the sole arbitrary judge and
from whose deion no'appeal can be taken.

Mr. GluAm. Yec.
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Senator BYRD. Would you advocate writing into the law that there
should be a standard of so many dollars a month, a minimum stand-
ard? Before you answer that let me ask you this question: Senator
Wagner testified that he thought the minimum standard should be
$40 a month. Mr. Green stated that the minimum standard should
be $50 a month. Miss Perkins testified that one of the reasons for
paying the pensions was to increase the purchasing power of the peo-
ple.That is your opinion as to the minimum that should be paid in
order to carry out the purposes of the act? Do you agree with Senator
Wagner or do you agree with Miss Perkins that you should pay pen-
sions to increase the purchasing power?

Mr. GRAHAM. Senator Wagner said $40 a month?
Senator BYRD. Senator Wagner said $40 a month.
Mr. GRAHAM. I would certainly say if this committee could work

it out on the basis of sound financing that $40 would be more adequate.
I think that would have to be, in a sense, worked out with regard for
the whole financial program that this committee works out. I would
personally be in favor of $40 if more money can be found to carry it
on a sound basis. Otherwise I am for the provisions as thoroughly
worked out by the actuarial and economic experts.

Senator BYRD. Coming down to your own State of North Carolina,
your report that you signed and I assume repared, says that one-
half of those over 65 years of age will be eli le. That was carefully
worked out, was it not? In other words, that one-half of the people
living in any given State, people who are over 65 years of age, will be
elible to old-age pensions?

Mr. GRAHAM. The experts worked that out on a threefold basis of
outright pensions and contributory insurance.

Senator BYRD. If Virginia pays $25 a month, added to the $15 of
the Federal Government, andone-half of those over 65 years of age
in Virginia are eligible, it will put a burden of taxation on Virginia of
$21,000,000 a year, which will increase the general burden of taxation
in' te State, exclusive of the gasoline and license taxes. Can North
Carolina stand such an increase in taxation? I assume our two
States run about the same, except you have got more inhabitants than
we have. Do you believe you can double the taxation in North
Carolina at this time in order to meet the requirements of collecting
and paying the $40 which you say should be the minimum?

Mr. GRAHAM. I say, Senator, personally I was in favor of $40
if it could be soundly worked out. You ask me it I am in favor of
the old-age recipients ttin $40 a month. I think we all are if it
can be soundly worked out, but the experts have worked out, I think
as far as the National Government is concerned, a $30 provision.- If
a more adequate provision can be worked out I em in favor of it.

Senator BYRD. Am I correct in the thought that your cowx ittee
after investigation, believes that one-half of those over 6& yersiol
age will be eligible to the pension, not perhaps the first year, but s 2
or 3 years go on what--one-half of them will be eligible. That is
correct, isn't it?

Mr. GRUHAM; That is what the experts worked out.,
The CHAIRMAN. IS that absolutely correct? I am a little hazy

about that.
Senator BYRD. That is what the reports say that they signed,
The CHAIRMAX. That is the advisory committee report?

116807-35----20
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Senator BYRD. Yes.
Mr. GRAHAM. Yes.
The CHAIRMAN. One-half of those above 65 will be eligible under

this definition?
Senator BYRD. Yes.
Senator BAILEY. Mr. Chairman, the life-insurance statistics indi-

cate that 85 percent will be eligible.
Senator CONNALLY. 85 percent of those who are over 65 years of

,age? I
Senator BAILEY. Yes. That is written in the insurance statistics.

I do not know where they got the statistics.
Senator CLARK. 85 percent of 'the people above 65 years of age?
Senator BAILEY. Yes; 35 out of every hundred who have reached

-20 years of age get that far. Those are the Metropolitan Life Insur-
ance Co.'s fiues.

Senator HASTINGS. When Senator Wagner were before the com-
mittee I particularly called his attention to the statements in that
report that there were 3,750,000 people over 65 years of age that needed
this help.

The CHAIRMAN. I think he said there were over 7,000,000 people
who were 65 years of age.

Senator HASTINGS. Three million seven hundred and fifty thousand
that needed this help. He left me with the distinct impression that
it was necessary to take care of that many. When Dr. Witte came
before the committee and that same question was put to Dr. Witte
he explained that while it was true that that many needed help, they
were counting upon all but a million of them being taken care of by
their relatives, and in various other ways, and enumerated how the
,million was made up. So his conclusion was that what he had to
take care of was a million people.

Senator CONNALLY. Senator, is not it true that a lot of those who
are being taken care of by their relatives will horn in on the deal
when the act becomes effective, feeling they have a legal right to it?

Senator HASTINGS. I was trying to refresh his memory by what
-the witnesses said.

Senator CONNALLY. Yes; I admit that.
Senator BAILEY. I haven't any question, Mr. Chairman, but I

want to say that when you enact this legislation I know you will drop
,the age limit to 60 the next time you have an election.

The CHAIRMAN. Sixty years of age?
Senator BAILEY. Yes. That is the history of all the pensions.

'There will be no exception in this one.
Senator HAsTINOs. I noticed in the daily papers in my State a

report of the Commission that is administering the old-age pension
law and it gave the number of persons that were on pension and it
-ail there were just that many more that had made application and
had not received it because there was not money enough appropri-
ated for that purpose. Just about one-half were being taken care of,
of those who made the application.

The CHAIRMAN. What does your State appropriate? Is it $6 or

Senator HASTINGS. I have forgotten the limit. The average that
is being paid is around $10. I have forgotten whether it can pay
more than that or not.
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Senator CouzENs. The number of applicants does not necessarily
mean that that is the number which must be taken care of, does it?

Senator HASTINGS. I do not know that it does. I think it gave the
impression that there were this many that ought to be on and they
could not be put on because of lack appropriations.

Senator BLACK. Experience has shown that 50 percent is not the
number that is paid old-age pensions, experience has shown, as I
recall it, that 15 percent only are drawing it.

Senator BYRD. The standards of this law and the standards of
State laws are entirely different. For instance, the majority of
State laws have a limitation of 70 years.

Senator BLACK. I am not sure about New York, but I think that
is the limit there.

Senator BYRD. Most of the State laws say they shall be needy.
There is nothing in this legislation that you propose or in any report
that you make, which indicates that only those that are needy should
be pensioned. It says they should be pensioned so as to enjoy a
standard of decency and health, which is determined by the Federal
administrator.

Senator CONNALLY. That is because the. theory of the bill is that
States will set up the standards.

Senator BYRD. The legislation does not provide for it. It says
that the Federal administrator shall determine the standard and shall
determine as to whether or not he shall give Federal aid to the States.

Senator CONNALLY. I was thinking about the dependents. Does
that mean the standards set up by the State laws?

Senator BLACK. It is contemplated this will only take care of those
in need, where the families will not take care of them.

Senator BYRD. I understand the commission which has investigated
the matter has given an entirely contrary report. It says [reading]:

At this time a conservative estimate is that at least one-half of the approxi.
-mately 7,500,000 people over 65 years now living are dependents.

Senator Wagner, in his written testimony, carefully prepared for
this record, gave the dollars and cents that it would cost to take care
of them. Hesaid it would take $1,680,000,000 a year to take care of
those that at present need assistance.

Senator BLACK. What percentage is 1,600,000 of the total within
the age limit? It is not nearly 50 percent, is it?

Senator BYRD. It is one-half.
Senator BLACK. There are more than 3,200,000 within the age limit,

are not there?4 Senator BYRD. Senator Wagner said in his testimony that 3,500,000
were eligible. He said that would cost $1,680,000,000 per year, on
the basis of $40 a month. You will find that in his testimony.

Mr. Chairman, Dr. Graham studied this. He comes from North
Carolina and I come from Virginia.

Senator BAIL.Y. Let me say something about Dr. Graham. You
say you know he came from North Carolia. Nobody ever lived in
the State that has more respect for his opinion than I have.

The CHAIRMAN. I suppose the doctor would say the same thing
about you.

Senator BAIL-Y. I can say it much better about him than he could
ever say it aboat xne.
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Senator BYRD. That is the reason I want the doctor's opinion,
because it is a matter I am deeply interested in.

Senator BLACK. Senator Byrd, before you make any comment, I
think you would like to know that Dr. Graham stated that he is not an
expert on statistics, that he depended antirely on the experts and
actuaries as to that, that he was a layman, insofar as these matters are
concerned.

Senator BYRD. I think we have the right to assume that this report
that was prepared was done so in accordance with careful research.

Senator BLACK. Yes.
Senator BYRD. This report states that one-half of those over 65

years of age will be eligible for pensions. Senator Wagner confirmed
that in his statement. I do not see anything else but to proceed on
that basis, because that is in the report.

What I want to get from you, Doctor, is this: Everything above $15
under this bill is to be paid by the States?

Mr. GRAHAM. Yes.
Senator BYRD. Let us assume, for the sake of argument, that the

States will match it and will give $30 instead of the $40 that you think
will be preferable.

Mr. GRAHAM. I said I thought it was preferable personally, if it
could be worked out soundly, but I am standing on this report here
because I know competent experts worked that out. If in time it
would be found that provision can be made to raise the $30 to $40, I
am personally in favor of it.

Senator BYRD. Let us discuss it on the basis of $30 rather than 40.
In Virginia, by the payment of $15 a month to one-half of those over
65 years of age, it means to the State an additional appropriation of
814,000,000. That will necessitate more than a hundred-percent
increase in the general taxation of Virginia, and I assume that applies.
to North Carolina.

Senator CONNALLY. You mean State taxation or city taxation?
Senator BYRD. I mean State taxation. We have a total revenue of

approximately $14,000,000, exclusive of gasoline taxes and license
taxes. What I want to say is this: Can Viiginia. and North Carolina,.
the two States that we know most about here, be put in a position to.
increase the general taxation 100 percent in order to even pay theminimum requirements of $15 a month under this bill?

Senator BAILEY. Will you let me throw one factor into that? It
would not be a 100-percent increase in North Carolina, because our
base of the general tax is different than yours. Our base is $22,OOQ,-
000, and the appropriations will make it about $25,000,000. That.
includes the maintenance of the schools. You do not have that.

Senator BYRD. Yes. You have more inhabitants than we have got..
Would it be possible to increase the taxation of North Carolina 25.

percent?
Mr. GRAPuu. Senator Byrd, it, of course, would be difficit to

increase the taxation of North Carolina any percent, but I believe
so much in old-age insurance that I think we ought to pay. the price.
to take care of our old people,

Senator BYRD. Do you think the legislature of N'Orth Caroliua will.
pas the additional taxation to match the Federal aid?

Mr. GRAHAM. I know the people of North Carolina are in favor of
an adequate provision for old people, both those who are destitute
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and those who would be placed on a contributory basis and as the
years go on.

Senator BYRD. But this bill does not provide for only payments to
the destitute. That is the point I am trying to make cear. It does
not say they shall be needy and destitute. It says if they do not
enjoy a certain standard of living which is that determined by the
administrator in Washington then they are eligible for pensions.
That is a very vital point, it seems to me, that is entirely overlooked.

Senator BLACK. I have misinterpreted the bill if that is what it
says. I understood the administrator was given the right not to
-determine whether or not the amount contributed by the State to
the destitute was sufficient to maintain them, but to withdraw the
Federal appropriation or the Federal payment if the State did not
meet the requirements of the bill.

Senator BYRD. You read section 3.
Senator BLACK. I read it.
Senator BAILEY. Let me read it then.
As used In this title "old-age assistance" shall mean financial assistance assuring

-reasonable subsistence compatible with decency and health to persons not less
than 65 years of age who, at the time of receiving such financial assistance, are
not Inmates of public or charitable Institutions.

Senator CLARK. So if the administrator was to determine that $60
a month was necessary for a decent standard of living in Massachu.
setts, let us say, or Michigan, or some northern State, then unless
your State contributed $45 a month the administrator would be forced
to withhold all Federal funds?

Senator BLACK. Certainly, for those who were drawing the pen-
sions. That does leave up to the administrator the right to deter-
mine whether or not the amount written into the State law is ade-
quate to maintain them, assuring a reasonable subsistence compatible
with decency and health.

Senator BYRD. The point I am trying to make is: I have read the
reports carefully, I have read the testimony, and there is nothing to
indicate that these pensions are to be confined to the needy and desti-
tute. On the contrary, Miss Perkins, who has something to do withthe administration of a part of this pension, has testified that these
pensions should be paid in substantial amounts in order to increase
the purchasing power of the people. That is the matter that I want
to get before the committee. This is not a pension for the needy and
-destitute, this is a pension to maintain a certain standard of living,
which is determined by the sole authority of the administrator at
Washington. That is what the bill says.

Senator Couzvxs. I would like to hear the views of the witness
about this thing. '

The CHAIRMAN. Proceed, Doctor.
Senator BYRD. Let the doctor answer that question.
Mr. GHIAM. I think Senator, that the Federal administrative

agency and the State administrative agencies would work out, in a
general way, these points that you are referring to. I do not think
the administrative agencies would want to pile on the old-age-pension
list people who did not belong there.

Senator BYRD. Was it the object of your committee to only pay
pensions to thedestituto and needy?
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Mr. GRAHAM. YOU mean with regard to grant-in-aid to States
that have old-age- ension laws?

Senator BYRD. Iam not talking about that. I am talking about
the bill as it is and now written.

Mr. GRAHAM. We divided the old-age proposals into thi-ee parts.
The first part is a Federal grant-in-aid to States as presented to our
council, to States which have or will have old-age-pension laws,
which make provisions for the needy people. Then in addition to
that the advisory council recommended that there be a compulsory
contributory old-age-insurance program. That is not a matter of
their destitution but a matter of their right, on the basis of contribu-
tion by industry and workers. The third proposal is for a voluntary
contributory plan.

Senator BYRD. I was not discussing that, Doctor. I will not
bother you with any further questions if you will answer this one
question: Was it the purpose of your committee, of which you were
the chairman, to pay, either by the interpretation of this administrator
at Washington or otherwise, pensions to those over 65 years of age
who are not needy and destitute, or were only pensions to be paid to
the totally needy and destitute?

Mr. GRAHAM. I would like Mr. Nordlin to come here and confirm
my opinion. Ile was a member of our council. Mr. Nordlin confirms
my opinion that in our discussions we understood there was to be a
means test for those who are to be recipients under the old-age
pension part of the threefold old-age insurance program.

Senator BYRD. They are not necessarily needy and destitute in
order to receive the pensions?

Senator BLACK. He said so. He said there was to be a means test,
which means destitute.

Senator BYRD. He did not use the word "destitute", Senator.
I want him to say definitely whether they would have to be needy and
destitute in order to get the pensions.

Senator COUZENS. is not tere a difference between "needy" and
"destitute"? A person may be needy and not destitute. I do not
think they should be connected, necessarily.

Mr. GRAHAM. I would say they certainly should be needy to qualify
for this first part of the old-age pension program.

Senator BYRD. Would you be favorable to writing that into this
section 3, instead of setting up the standard of decency and health
that nobody knows what it means? You and I may favor this and
may differ a great deal as to what is a standard of decency and health
when it comes to living.

Mr. GRAHAM. I think, Senator, I would trust the administrative
agencies of the State and Federal Governments. I think the differ-
ence here is that I would trust the administrative agencies more than
you would.

Senator BYRD. You would have to trust the Federal administrator
here. He is the sole judge of this.

Mr. GRAHAM. Yes, and I would trust him.
The CHAIRMAN. Go ahead, Doctor.
Mfr. GRAHAM. Might I say at this point, I do not think I am worth'

anything to you with regard to actuarial details. If I am worth any-
thing at all it would be with regard to a broad approach to the whole
question. I do not have any prepared talk. I only knew the day
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before yesterday that I was going to come, and, as Senator Bailey
knows, I have been meeting with trustees and committees and pro-
paring a budget for the legislature. Just in an informal manner I
give you my views in response to your invitation to appear.

The CHAIRMAN. We will be very glad to hear you, Doctor. We
understand that as to the details you are not competent to testify.

Mr. GRAHAM. Understand me, I am not running from anything.
I would like to say that I stand for this whole broad comprehensive
program of social security. I think that it should be approached on
a Nation-wide basis with national minimum standards and I will sug-
gest why I think it should be approached on a Nation-wide basis.

Our economic society is national in nature. Industries are organ-
ized in America on a national basis. Capital is fluid, it overflows
State lines. Industries are migratory, they move from one State to
another. Labor is mobile, workers move from one State to another.
Unemployment is national in nature and will require a Federal re-
insurance fund.

Old age is national in nature. The only way you could set up a
sound actuarial old-age insurance plan would be on the whole popu-
lation in the Nation and not by geographical patches.

So I say our economic society is national in nature. Our economic
society is nationally dynamic in nature. As we look at America,
here are great railroads that reach across the continent; they do not
stop at State lines. Oil pipe lines, concrete highways, telephone and
telegraph lines, high-tension power lines, all make it very clear that
we are, as an economic society, national in structure. There is a
great mechanical framework flung across this continent, and that
great mechanical framework sustains our society. Even at the bot-
tom of the depression it held up our modern industrial society. It is-
dynamic in nature. You touch it anywhere and you touch it every-
where.

That is true even in an international sense. To think that we can
approach this thing merely from a State point of view takes out of
account the fact that modern industrial society is not only national,
but international in nature. A Slavic boy in Bosnia-Herzegovina
pulls a trigger and in a few years 2,000,000 American boys cross an
ocean. Why? Because the great mechanical framework flung around-
the earth catches up wars anywhere and implicates men everywhere.

Here in a little street called "Wall Street' , which is a narrow little
street, where is concentrated the financial life of our country, occurs
a financial crash. I do not mean the crash in Wall Street caused the
great depression, but I mean to say that just as the trigger pull set
off one of the greatest wars of the world, just so has the economic
crash in Wall Street got on the wires of the world and released these,
great pent-up forces which involved all the nations and all mankind.

Now in the midst of such a national economic society, in the midst
of an economic structure sustained by a mechanical framework flung
across the continent we must approach this subject on a Nation-,-ide
basis. It is national in nature and it is dynamic in nature.

Senator BAILEY. Doctor, let me interrupt.
Mr. GRAHAM. Yes, sir.
Senator BAILEY. Agreeing to all of that, for the purpose of argu-

ment, why does, not the bill provide for all manner of destitutio
rather than stating the age? That is national, too.
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Mr. GRAHAM. Might I say on this point, Senator Bailey, that
personally, on the basis of studies made for the Advisory Council, I
am for this sort of comprehensive program for social secutrity, unem-
ployment compensation, old-age insurance in its three divisions, the
old-age pensions, the compulsory contributory and the voluntary
contributory systems, and a public-employment program, a youth
educational program, a public-assistance program, mothers' pensions
maternal'care, security for children, a public-health program based
on the Public Health Service, and a further study in cooperation with
the medical profession of a health-insurance program.

Senator BAILEY. You would pay pensions for crippled people, too;
crippled children and so forth?

Mr. GRAHAM. I would favor the rehabilitation of crippled children
and of crippled people.

Senator BAILEY.* How about crippled men who are 40 years of age,
who could not make a living by reason of some disabilities? Suppose
a man had a stroke of paralysis which incapacitated him, would you
favor the Federal Government giving him a pension?
. Mr. GRAHAM. I would be in favor of society doing something for
him rather than letting him starve or lose his self-respect.

Senator BAILEY. The point is, would you consider that a national
obligation rather than a State obligation?

Mr. GRAHAM. I think the program worked out here, on the basis
of this Nation-wide approach, is on the basis of a Federal-State
cooperation. The public-assistance program would be on the basis
of a State-Federal cooperation.

May I add one other thing. I will try to make this statement from
my point of view. I am just stating for myself, on the basis of
studies made by competent committees. I would add one other
thing. I would be in favor of a Federal department or adminis-
tration of public welfare for the purpose of coordinating the Federal,
the State, and the county public welfare program in America. Now,
that is in answer to your question. I am as a simple citizen for that
comprehensive program o3 social security in America. a t
. Senator CONNALtY. Doctor, in answer to Senator Bailey about the

crippled people who are 40 years of age, we do that now. We aid
those who are crippled and those who are not crippled. I mean the
Federal Government feeds them all over the country.
,,,Mr. GRAHAM. Yes, sir.

Senator BYRD. We are not doing that as a permanent police.
Senator CONNALLY. I do not know about that.
Mr. GRAHAM. In this Nation-wide set-up for public-assistance pro-

gram, I would be In favor of cooperation between the Federal Govern-
ment, the State, and the counties. Does that answer your question,
Senator Bailey?
k Senator BAILEY. Yes. I know what your views are. Everybody
in North Carolina knows you are a great humanitarian and have beenall' our Hie.

e CHAIRMAN. Doctor, aside from the question of the ability of
the Federal Government to finance these various ideas which were so
well expressed by you, did the advisory committee, or did the com-
mittee up there give much study to the ability of certain States to meet
their requirements under this program? That is one of the important
things to me in this proposal.
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Mr GRAHAM. Senator Harrison, our advisory council did not make
a study of the ability of certain States to meet this program.
I !The CmWRmAN. You will admit that is a very important proposi-
tion.

Mr.GRAuHAM.: Yes.,
The CHAIRMAN. If we know that the budget in certain States has

reached the saturation point and they are unable to raise more money,
and if we put requirements in here that they cannot get the relief unless
they do raise the money, it is a very ii .portant part of this whole dis-
cussion.

Mr. GRAHAM. Yes; it is. Senator Byrd and Senator Bailey
know that North Carolina is straining mightly. I personally tried
not to bring into my little work as a member of this committee the
particular situation of my own State, and I believe in it so strongly,
Sen ator Harrison, that I am for the program.

Senator CARK. Doctor, does not the question of where you are
go to get the money enter very largely into the program?

Mr. GRAHAM. Yes; it does. Of course that is the responsibility
of the finance committee to work out. The country presents you a
comprehensive program toward social security and it is for you to,
work it out and put through we hope.

Senator BLACK. Doctor do you believe there is any lack of produc-
tive capacity in this Nation to carry out that program?

Mr. GRAHAM. I do not. I do not think there is any lack of produc-
tive capacity to carry out this program.

Senator UONNALLY. Doctor, may I ask you a question?
Mr. GRAHAM. Yes, sir.
Senator CONNALLY. Basically, your own theory is that this is a

great, rich, powerful, and productive country?
Mr. GRAHAM. Yes.
Senator CONNALLY. And in this country there is no place for those

who are old and dependent without being cared for by somebody?
Mr. GRAHAM. That is right.

Senator CONALLY. And that the industrial, business, and com-
mercial set-up somewhere ought to have placed upon it the burden
of looking after these casualties of this modem industrial warfare.

Mr. GRAHAM. That is our fundamental position; yes.
Senator CONNALLY. That, in short, is your position. The details

of it you are not undertaking to tell us about.
Mr. GRAHAM. I am not. I am not a statistician and I am not an

actuary.
I would like to add something that your question, Senator Black,

provoked in my mind. It may not be directly related to it, but since
it provoked it I want to say it. I say that we have the national
economic society, a dynamic national economic society, with a vast
concentration of wealth at great centers.

Senator CONNALLY. Exactly.
Mr. GRAHAM. It seems to me, Mr. Chairman, that in view of that

fact we should not, on the basis of theory, put along with that national
dynamic economic society with its mighty concentrations of wealth,
a decentralization, a political decentralization and a decentralizatioa
of the social devices to cope with that national dynamic economy
society with it* great concentration of wealth. With all our regard



808 CONoOMIo SECURITY ACT

for the separate States we should have for this dynamic continental
industrial structure correspondi social controls.

Senator CAuRx. Doctor, why should not the Federal Government
do the whole thing? Why do you bring in the State at all?

Mr. GRAHAM. Senator, we have in this country a Federal Union.
We are traditionally set up as a Federal Union. Insofar as we do
not sacrifice social controls in behalf of the people of this country,
why should not we use a Federal-State cooperative plan.

Senator CLARK. Your whole argument goes to the point that the
whole economic structure crosses the State lines and is national in
tharacter.- -You further state that the concentration of wealth in
some of the great centers is going further than the State lines and is
a national problem., Then you set up a machinery which allows the
Federal admiinistrator in Washinton to say to a State, which may
be one of the border States but has none of this great concentration
of .wealth, "You kick in $25 a month or we will not give you this
$15." What I am getting at, Doctor, is not that in variance with
your general theory?
.:Mr. GRAHAM. I think in time, Senator, we will work out such a
tax program in America that, whether it be on the Federal-State
cooperative basis or the national basis within the constitutional frame-
work of the Federal Union, we will redistribute to these armies of
forgotten people on the basis of their earnings and needs the wealth
that all the people of America produce.

I have a little statement here which I prepared as a supplementary
statement for the-Advisory Council, with regard to the grant-in-aid
plan, which may, to some extent, answer your question with regard
to unemployment insurance. I think your question is very pertinent.

Senator 'CLARK. It seems to me, following that basic premise, that
the whole system should be administered by the Federal Government
of the United States, on the taxes raised by the Federal Government.

Senator HAsTiNoS. Doctor' I want to inquire whether, from your
point of view, it would be a practical thing whether it would not be
more workable if you could just eliminate the existence of the State?

Mr. GRAHAM. I would riot eliminate the existence of the States.
I especially could not say that, as a North Carolinian, with all of the
traditions and spirit that gather around that name, that area and those
people. I am trying to suggest this, Senator: I want to see this
constitutional Federal Union preserved, but if we try to cope with
great concentration of wealth and great national economic problems
simply through the States, then we jeopardize the Federal Union, ii
the long run. Let us not call on the States to do things that are not
in accordance with their nature.

Senator BYRD. You do not want to call on them to do an impossible
thing, do you, as far as taxation is concerned?

That is what this does, as I understand it. There are very few
States in the Union that can contribute $25 to everybody over 05
years of age and remain solvent.

Mr. GRAHAM. To the extent, Senator, that you say the State can.
not- do it, I would say it is a Federal responsibility, on the basis of
what we night call a Federal equalization plan to make provision for
the people in those areas, because they are just as much American
citizens as if they lived in Washington ....

Senator BYRD. This bill does not provide for it.
Mr. GRAHAM. I am just giving my personal views.
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Senator CONNALLY. Doctor in regard to that question of the
cooperation of the State and federal Government, as time goes on
that will come more and more into the picture?

Mr. GRAHAM. May I say in that connection that with regard to
certain things the States and counties will more and more assume the
responsibilities of our American Federal Union. Even in the face of
-these processes and -development of national concentration it does
not mean that localities and States are not going to have even greater
Teponsibilities in the fields that their natures and their interests are
adequate to meet.

Senator CONNALLY, Well, that is splendid and fine, but Doctor,
you must agree, I think, that the whole trend is to transfer the
activities to the Federal Government in a large degree. We start
-out here by allocating 50 percent of the burden to the State and 60
percent to the Federal Government. The chances are that the next
time we wil make it two-thirds for the Federal Government, and
there is some argument for that now.

Mr. GRAHAM. May I put'it this way? We had a school system in
North Carolina set up on a local basis. There were rich counties and
there were poor counties. The children who lived in Mecklenburg
Forsyth, Durham Wake, and Burke Counties had good schools and
the children who fived in other counties-I will not name them here
as it might be taken in an invidious sense-had the backward schools.
Now, the children who grew in those mountain counties were just as
fine a stock as we had and they were not provided for in the public-
school system., Therefore, a State-wide school system was provided
which took account of the fact that those children were North Caro.
linians. That does not mean that Mecklenburg County has gone out
6f business or that Wake County has gone out of business. Those
counties still have large -responsibilities. But North Carolina guar-
antees to every child, white or black, rich or poor, in an industrial
center or in a rural area, an 8 months' school term. Do you get my
point?

Senator CONNALLY. That is what I had in mind suggesting to you,
that by reason of that very fact, there are going to be poor States,
weak States, and more and more aid from the Federal Government
has got to come into those States. For instance, during the deptes-
sion did not the relief measures break down in the States, the local
charities, and we had to make it a Federal relief program? The
United States is an economic whole, and, as you suggest, the wealth
that is concentrated in Chicago, Boston, and New York, was not made
there. That wealth was drawn from all parts of the United States,
through the productive activities of many of these people whom it is
your object now to help safely through.

Mr. GRAHAM. Yes.
'Senator CONNALLY. The only reason that the Federal Government'

today has maintained its financial standing and maintained its taxes
has been because under the Federal system of taxation we have been
able, on behalf of the whole country, to tap those sources of wealth,
this concentration of wealth in the form of enormous income. On
the other hand the States, counties, and cities have all been broke
during the depression and unable to finance this relief. Just because
of that immovable fact, whether you want to do it or not it looks to
me like you have got to more and more recognize that the need for
Federal aid will be increasing.
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Senator COUZENs. This'is really an excellent argument. It looks
to me like we would have to increase the taxes on income.

Senator CONNALLY. We ought to put the burden on those who do
have the income. I

Senator CLARK. Does not it-follow, from that argument, that the
Federal Government ought to handle the whole program?,

Senator CONNALLY. It will, in the course of lime, you need not
worry about that.

Senator BAILEY. On that point doctor, I would like to address
your attention to the simple fact that the States which are classified
as rAch States, as, for example, Illinois, Pennsylvania, and New York,
are makingmore claims on the Government right now for relief than
any other States; more than North Carolina for example.

Mr. GRAHAm. Because we have not workeJ out yet, Senator Bailey,
an economic system that is not subject to breakdown. I think this is
true: When your breakdown comes it comes heaviest in your great
industrial centers.

Senator BATLEY. The theory that we have an unlimited amount of
money at our command, that this committee of the Senate can reach
out and get more money, is not well founded in fact.

Mr. GRAHAM. Because we have not worked out an intelligent
economical social system yet, but I think it is in the power of the
American people to do it in time.

SenatorBAILEY. Would not we have to go down into the lower
incomes as well as up into the higher ones to raise the necessary
revenue? You realize the Government now is raising above $3,200,-
000,000 and is borrowing $5,000,000,000 a year to cope with this
situation, and we have gone in debt now to the extent of $32,000,000 -
000, all told. How do you react to that? We are face to face with
a financial difficulty. How do you react to that, in view of the fact
that by this program you are adding further burdens to an already
overburdened Government?

Mr. GRAHAM. I am not a tax expert, Senator, but I am in favor
of taxing according to ability first.

Senator BAILEY. You presume that if we did we would get enough
money?

Mr. GRAHAM. If we more intelligently organize our industrial sys-
tem; yes. The great potential productive capacity is here, the re-
sources are here, the technical skill is here, the enterprise and ingenuity
of people is here.

Senator BAILEY. You anticipate that occurring, but you proceed
here ahead of the occurrence.

Mr. GRAHAM. I think the President's Committee, the Cabinet
Committee to which we were mere advisers, has tempered this thing,
it is easing it in, it is not throwing it right into the midst of the

"depression now. If we were to throw an unemployment compensa-
tion plan right into the midst of this depression it would be a very
unsound thing to do and we would not build up any reserves. I
think the Cabinet Committee has made some provisions for a gradual
introduction of the program.

Senator CouZENs. Will not these necessities, in and of themselves,
force us into a proper taxation system?

Mr. GRAHAM. And a more intelligent system of social control.
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Senator BYRD. Do you think Doctor, that we ought to tax tax-
exempt securities in order to get an equal distribution of taxation
system all over the country?

Mr. GRAHAM I haven't studied that question, Senator.
Senator. ByRD. I strongly favor that, because with this excessive

taxation that is coming the rich people in the country can find a
refuge to escape taxation by investing their money in tax-exemptbonds.

Mr. GRAHAM. I think that question should be gone into.
Senator BYRD. There is a great reservoir of wealth there that ought

to be tapped, because the richest people of the country are the people
that own tax-exempt bonds.

Senator CouzENs. The total amount of tax-exempt securities that
are out in this country does not anywhere equal the aggregate amount
of wealth invested in industry and farms.

The CHAIRMAN. Doctor, you are not an expert on securities?
Mr. GRAHAM. I am not an expert on securities.
The CHAIRMAN. Go ahead.
Mr. GRAHAM. Mr. Chairman, I am not an expert on anything.
Senator BLACK. Doctor, as I gather it, you have an idea that this

Government can still produce as much as it did in 1928 and 1929,
don't you?

Mr. GRAHA3L Yes; I do.
Senator BLACK. The productive capacity of the people is the same?
Mr. GRAHAM. Yes. And Senator Black, it can produce it on a

basis that would not be in the nature of a false prosperity.
Senator BLACK. And as I gather it, you do not think that people

eat money or dress in money, but we ought to organize our financial
system and the entire taxation system so that when we do produce
enough food we can eat it, and when we do produce enough clothing
we can clothe ourselves with it, and when we do produce enough
lumber we can have shelter?

Mr. GRAHAM. Yes.
Senator BLACK. You do not claim to be an expert on how we should

do that, but you believe we should tax those people who are able top it?Vr. GRAHAM. Yes. I believe the American people are intelligent

enough to work it out.
Senator BAILEY. Doctor, the point in my mind is whether we are

now as rich as we were before the depression?
Senator BLACx. Are not we as rich now, Doctor, as we were before

the depression?
Mr. GRAHAM. Yes.
Senator BAILEY. Because of this depression there may be many

who are not as rich as they were before.
Senator BLACK. Do we have any fewer factories than we had

before, Doctor?
Mr. GRAHAM. We have no fewer factories; no, sir.
Senator BLACK. Do we have fewer farms?
Mr. GRAHAM. No.
Senator BLACK. Do we have few productive capacities?
Mr. GRAHAM. No.
Senator BLACF. We have fewer running, is not that true?
Mr. GRAHAM. Yes; we have fewer running.
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Senator BLACK. They are not running because the only thing on
earth that will make them run is purchasers with money. The need
is there.

Mr. GRAHAM. The capacity is there, and the need is there.
Senator BLACK. The factories are there, but they will not run unless

they make a profit?
Mr. GRAHAM. Yes.
Senator BAILEY. IS there any way he can sell their products

except by selling them to customers with the ability to buy?
Senator HASTINGS. Doctor, do you know anybody who can work

this out?
Senator BLACK. Your committee has offered one plan to help.
Mr. GRAHAM. Yes.
The CHAIRMAN. Doctor, you will find there is a sharper difference

of opinion here among the members of this committee than there was
on the Advisory Council.

Mr. GRAHAM. Well, there was, in the most friendly way, a sharp
difference of opinion there.

The CHAIRMAN. This is in a friendly way, too.
Mr. GRAHAM. Yes, sir. I was just taking note of your word

"sharp ."
Wit" regard to Senator Bailey's question, I think, Senator, that

some people in America are in favor of recovery regardless of recon-
struction. There are others who are in favor of reconstruction
regardless of recovery. I think what we are trying to do, I think
what the President of the United States is trying to do, I think what
Miss Perkins, who is, I would say, in one sense, his chief lieutenant in
this great program, is trying to do is to present a program by which
reconstruction will accompany recovery, because if recovery is to
mean merely the recovery of the old, false prosperity, then in my
opinion it is but the prelude to a breakdown vaster and more terrible.

Senator BYRD. Do you think, Doctor, that a very much greatly
increased taxation will be a barrier to recovery?

Mr. GRAHAM. It depends on how the taxation is used. Taking
the cue from Senator Black, if the taxation is used to make greater
purchasing power among the low-income groups, I think it would be
a contribution to prosperity.

Senator BYRD. Do you think that business would develop and we
would operate the factories that are now idle, even though there was
a very much increased taxation?

Mr. GRAHAM. I do not think we can work this out over night,
Senator Byrd.

Senator BYRD. I understand that. Suppose the taxation was in-
creased largely because of the taxation that would be necessary under
this bill, would that be a barrier or a disadvantage to the business.
recovery of the Nation, or not?

Mr. GRAHAM. I have already said, Senator Byrd, it would depend
on what the purpose of the taxation was and how it was used. If
we have a concentration way up-at the top among people who can
only wear so many shoes and eat only so much bread, whereas down
at the bottom we have the millions who can eat bread and need
shoes, there should be some system devised whereby the people who.
need these things may be able to get them.
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Senator BYRD. Do not the statistics show that we are eating in
this country about as much bread as we ate in the days of prosperity,
including other food products? I think that'is true that during the
depression the consumption of food products has been as great as
during the time of prosperity.

Mr. GRAHAM. I think the President of the United States, by his
social program and vision, has made that possible.

Senator COUZENS. They may have eaten as much, but they haven't
worn as many clothes.

Mr. GRAHAM. No they have not. In my State the school teachers
have had to wear clothes now for 3 years-to my knowledge-they
have had to wear old clothes. Some teachers in our State haven't
been able to buy new clothes for several years.

Senator BAILEY. The average pay of a white school teacher is $605
or 8 months' work, and nothing for the other 4 months.

Mr. GRAHAM. That is an illustration of the way not to do it.
Senator BAILEY. The salaries of school teachers have been very

really reduced.
Mr. GRAHAM. Yes, sir.
Senator BAILEY. The State has found it necessary to cut down its

appropriations.
Mr. GRAHAM. Yes. What we are trying to suggest, Senator, is to

work out a national-Federal-State cooperative plan in America that
will make those things less apt to happen.

Senator BAILEY. Our general assembly is in session and is struggling
with the fiscal problem. It has been struggling successfully up to
date, that much must be said for it. I do not .mean this general
assembly, but the last two.

Mr. GRAHAM. I think our general assembly has done the best it
could.

Senator BAILEY. It has done so by cutting down the expenses.
Mr. GRAHAM. Yes.
Senator BAILEY. I would like you to tell me as a North Carolinian,

assuming that this bill would impose an annual charge of a million
dollars upon North Carolina, as to whether you have any suggestions
on how we would get that, under the existing circumstances in th&
State.

Mr. GRAHAM. I am not even a tax expert in North Carolina but,
Senator Bailey, I stand on my original statement that we should first
tax those who are able to stand the taxation.

Senator CONNALLY. Have you an income tax in North Carolina?
Mr. GRAHAM. We have an income tax.
Senator BLACK. Let me ask you a question about the statement

I read the other day. I do not know whether it was true or not.
The statement was that the tobacco companies having headquarters
in North Cirolina made more than enough profit last year out of that.
business to buy all of the tobacco raised by a of the farmers. Do you
know whether that is true?

Mr. GRAHAM. I do not know whether that is true.
Senator CONNALLY. What is that about tobacco?
Senator BLACK. I told him I read a statement the other day and II

asked him whether he knew it was correct. I do not remember-.
the place where I read it, but it impressed me when I read it. That
statement said that the amount of profits made by the largest tobacco:
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company in North Carolina, that the dividends paid-the profits-
amounted to more than the total paid to the farmers for the tobacco.

Senator BAILEY; I think that was true in 1932, but last year the
farmers of North Carolina received $122,000,000 for tobacco, the price
having risen from 11 cents to 27 cents.

Senator BLACK. That was when we had the program of raising the
prices.

Senator, BAILEY. My recollection is that in 1932 the farmers got
about $33,000,000 for the tobacco. This year they got $122,000,000.
That changed that picture.

Senator B LACK. I say if that is true that even in 1932 the tobacco
-companies down there made more than enough profit to buy all of
the tobacco from every farmer.

Senator BAILEY. Sixty percent of the North Carolina tobacco is
export tobacco, tobacco that is exported out of this country. The
American manufacturers do not consume perhaps but 40 percent of
the North Carolina tobacco.

Senator BLACK. Were those figures correct?
Senator BAILEY. I gave you the figures just now. What figures

have you?
Senator BLACK. The figures that I read, that the manufacturers of

tobacco made more than enough profit, according to the report, to
buy all the tobacco from the farmers.

Senator BAILEY. In 1932 that appeared to be the fact.
Senator CONNALLY. In other words they made more than enough

,on 40 percent to buy the whole 100 percent?
Senator BAILEY. They did not buy the 100 percent.
The CHAIRMAN. Let us get back to this old-age pension proposition.

Have you any further statement to make, Doctor?
Mr. GRAHAM. I would just like to say this and then I am through.

I think this committee has one of the greatest opportunities of any
,committee of the United States Senate, that any committee has ever
had. With all of us working together to do the best that we can
with what we have we can work out of this present situation.

As I think of it now, there are, in one sense, three large periods in
American history. Here was a great wilderness, and the Americans
with their axes and rifles, subdued that wilderness with initiative,
enterprise, courage, daring, and social vision. Then, with scientific
knowledge and mechanical devices, we have mastered this great
p hsical continent.Think today we face, i a sense, a great wilderness, a great wilder-

ness of unemployment, insecurity, desolation and fear. I believe the
American people, focused today in your councils and deliberative
bodies, can, in this generation, with inventive capacity and daring,
enterprise and social vision, work out social devices that can cope with
the great industrial, financial, and social problems and build a cleaner,
a nobler, and more beautiful America. That is my faith.

The CHAIRMAN. Doctor, may I ask you, in conclusion, a question
on this proposition: If the committee should determine that the
unemployment-insurance proposition here is very well worked out
and that these contributions by the Federal Government should be
made to crippled children, for health, and so forth, but on the old-
age-pension proposition we were convinced that an appreciable num-
her of the States in this country were not in a financial condition to
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comply with these requirements, and so forth, but to leave it with
them to pass some kind of pension laws, not contingent on the propo-
sition that the Federal Government should contribute something to
it and the Federal Government did put in the $15 pension, do you
think that would be better than doing nothing on this proposition?

Mr. GRAHAM. I think that would be better than doig nothing.
I think there is something else that would be even better than that.

The CHAIRMAN. What is that?
Mr. GRAHAM. That is for the Federal Government, with its power

to tax, on an equitable basis, to come to the aid of those States.
The CHAIRMAN. I said for the Federal Government to contribute to

the States $15, for instance.
Mr. GRAHAM. Yes. And even on this basis of equalization, of which

North Carolina is the foremost example today in the American educa-
tional field, to work out some equalization plan by which an old person
who happens to live in a poorer State would not get less than an old
person Who lives in one of the richest States.

Senator BYRD. Under your plan, Doctor, that cannot be carried out,
because the States have got to put up not less than one-half, and if it is
a poor State and unable to pay it will not get any aid from the Federal
Government.

I was impressed by what you said about the school teachers in
North Carolina being underpaid, but do not you think if North Caro-
lina has to contribute a large sum to those covered by this bill that that
will prevent the school teachers from ever being paid an adequate
salary? They can only raise so much by taxation. If you divert a
part of the fund of North Carolina to this purpose you will have just.
that much less with which to pay the schoolteachers?

Mr. GRAHAM. I am speaking for myself personally here. It is true
if there are States who cannot meet this expense the Federal Govern-
mnt, on that basis, has a great national responsibility and should
make a supplementary grant-in-aid.

The CHAIRMAN. You can appreciate that we have got a hard nut
to crack.

Mr. GRAHAM. Yes. I would like to just introduce here the supple-
mentary statement with regard to the grant-in-aid type of Federal-
State cooperative plan for unemployment compensation, which
expresses the view of the majority in general and of Messrs. Leeds,
Green, and Kellogg and myself by expressdeclaration. Several of us
support this plan because it would, we believe, make a better provision
for a Federal reinsurance fund and for essential national minimum
standards with regard to the waiting period, the rate and duration of
benefits.
TuE GRANT-rx-AID TYPE OF FZDRAL-STATE COOPERATIVE PLAN FOR UiEM-

PLOTMENT COMPENSATION

(Not an analysis or comparison, but a supplementary summary of some of the
larger aspects of the grant-in-aid p lan supported by the majority.)

The majority of the Advisory RuncU on Economic Security by a close vote
favor the grant-in-aid type of Federal-State cooperative plan for unemployment
compensation. By close votes the proposals for a 5-percent and a 4-percent tax
on employers pay rolls for the purpose of providing longer benefit peflods wer
lost. The committee then united on the 3-percent tax on employers' pay rolls
The committee voted against providing for employee contribution in the Federal
act, and left to th States this question and other foims of increased contributions.

11007-35----21
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A number of the majority are for an outright national plan. All woxild strongly
favor the Wagner-Lewis type as against any less meritorious plan. All would
present a united front against those who would opp"se or delay legislation this
winter. Yet the majority are clearly for the giant-in-aid plan.

The fundamental position upheld by the majority Is that the grant-in-aid plan
Is more adaptable to our economic life and to the needs of both industry and the
workers. American economic society is national in nature. It is not organized
according to geographical or political subdivisions. Industries reach across
States, sections, and even the continent. In this economic society labor is mobile.
Workers move from industry to industry from State to State, from an industry
in one State to the same industry in another State and from an industry in one
State to a different Industry in another State. In a society of fluid capital,
migratory industries, shifting labor markets, seasonal, technological, and cyclical
factors, unemployment is a social hazard of our dynamic industrial life.'

Unemployment Is, thus, a problem of industry and the Nation. Its economic
and other causes and its social and other incidence involve our whole industrial
order. Any Federal-State cooperative plan for unemployment compensation
should, therefore, recognize as far as practicable and wise, our national economic
structure. Cooperative Federal-State legislation and administration should
recognize the spheres and values of the Federal and State Governments, but the
States should not be required to attempt to meet the situation and serve pur-
poses not in accordance with their situation and nature.

The purpose of the Federal-State cooperation is to stimulate a more intelligent
stabilization of industry and to provide more security for the workers. The
Wagner-Lewis plan and the grant-in-aid plan are both Federal-State plans di-
rected toward these two ends, with somewhat more recognition of the State ap-
proach In the former and with somewhat more recognition of the national nature
of unemployment in the latter. The majority hold that the grant-in-aid plan can
more adequately meet the needs of American industries and workers with their
unemployment problems created by (1) national and Interstate industries (2)
mobile labor, interstate transfers, and employment records, (3) the need for
Federal reinsurance, and (4) the need 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 dynamic society.

The collection of the tax by the Federal Government required by the grant-in-
aid plan affords a clearer basis for the deposit of the money in the Federal Reserve
banks. There can under this plan be no basis for pressure on Congress to allow
the money to be deposited in local (and in some States political) banks. The
value of the nationally wise use of the funds by the Federal reserve as an aid to
stabilization cannot then be jeopardized by 'either financial short-circuits or
political misuse. The fact that also in this Federal-State cooperative plan, the
Federal and State administrative agencies will cooperate with the present United
States Employment Service eliminates the issue of any large bureaucracy.

Furthermore, the grant-in-aid law would be separate from the tax law. C(,ng-
ress has power to levy this geographically uniform excise tax on pay rolls. Con*-
ress also has power to appropriate money as grants-in-aid to States for a public
purpose on terms laid down by Congress. Unemployment compensation and
the promotion of Industrial stabilization and social security constitute a clear
public purpose. In the Wagner-Lewis plan the tax and the appropriation are
Joined in the same act. Under the strain of carrying sufficient national minimum
standards and other regulations required by the interstate and national nature of
industry and unemployment such a joint act more seriously raises the question of
constitutionality.

The grant-in-aid plan appears not only the stronger constitutionally but it is
also a variation and development of Federal grants-In-ald which are historically
established part of our Federal-State structure. This plan also more nearly fits In
with some other recommended plans to promote insurance against destitution
and could more readily help to unify the collection of the funds involved in a
more comprehensive program of social security.

For the purpose 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 State.
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 plan, It seems to us, can provide for Federal-State cooperation
and yet is more adaptable to the needs of Industry and theworkers In our national
eeontic society. It can secure and maintain Nation-vilde minimum standards
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without validly raising the question of constitutionality, and provides for experi-
inentation in the interests of stabilization. It leaves open to the States expeit-
mentation along the lines of pooled insurance, plant accounts with safeguards
for the workers, or a combination of the two. The plan can also provide a clearer
basis for experimentation along interstate and even national lines. On the basis
of all these experiments, we may make modifications and adaptations and develop
toward the best plan whether mainly State-Federal, mainly Federal-State, or
wholly national.

Finally, 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
furnish the bottom below which there must be no chiselling or 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 CHAIRMAN. That may go in the record. The committee
stands adjourned until 10 o'clock Nlonday morning.

(Whereupon, at the hour of 11:45 a. in., the committee adjourned
until Monday, Feb. 4, 935, at 10 a. in.)
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MONDAY, FBBRUARY 4, 1935

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

I"ashington, D. C.
The committee 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), George, Barkley, Costigan
Byrd, Lonergan, Gerry, Guffey, Couzens, Keyes, Metcalf, and
Capper.The C AI mAN. The committee will come to order.

I desire to place in the record a letter which I have received from
Dr. Edwin E. Witte, of the Committee on Economic Security
transmitting. a statement and tables giving the estimated costs of
old-age pensions to the States.

(Statements and tables are as follows:)
COMMITTEE ON EcoNoMic SECURITY,

Senator PAT HARRISON, Washington, February 5, 1935.

Chairman Senate Finance Committee,
Washington, D. C.

DEAR SENATOR hARRISON: Pursuant to instructions from the Finance Com-
mittee given me on the last day that I testified, I am enclosing herewith, an
estimate of old-age pensions to the several States. This is stated in a table with
a brief preceding explanation.

It is my understanding that this statement and table were to be Included in
the record of the hearings on the Economic Security Act.

Yours very truly, COMMITTEE ON ECoNoMic SECURITY,

EDWIN E. WITTE, Erecutire Diredor.

ESTIMATED COSTS OF OLD-AGE PENSIONS TO THE STATES

(By the executive director and staff of the Committee on Economic Security)

In estimating the cost of old-age pensions to the States under the pending bill
for an economic security act, there are two uncertainties: (1) the number of old
people who will qualify for old-age pensions and (2) the probable average pen-
sion grants.

The pending bill contemplates that only old people who are in need of public
assistance shall be granted a pension. While one-half of all people over 65 years
of age do not have adequate means of their own, the great majority are now
being supported by children, other relatives, and friends. The pending bill
contemplates that they shall continue to be so supported and that only those
among their number, who actually are not being supported by anyone else andare dependent upon public assistance, shall be granted a pension. The great
majority of old people, who are In need of public assistance, are now on Federal
Emergency Relief rolls, in addition to which there are, in some States, a con-
siderable number of aged people who are now receiving old-age pensions. Not
all of the old people now on relief can qualify for old-age pensions, due to the fact
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that some of them are not citizens and others cannot satisfy the 5-year residence
requirement. It Is believed to be a reasonable estimate, however that the nuni.
bet of people, who will qualify for old-age assistance after the old-age assistance
laws come fully into operation, is approximately the total of the number of the
old people now on relief plus those who are In receipt of old-age pensions, where
such laws are now in operations. This total is shown in column 3 of the table
hereto attached.

Under the pending bill, the old-age assistance grants are to be an amount
which, when added to the income of the applicant and his or her spouse, is
adequate to provide "a reasonable subsistence compatible with decency and
health." With this standard the amount of the grants will vary in each case
-with the needs and circumstances of the pensioner. Manifestly, smaller grants
will be needed in rural areas than in metropolitan districts. In States in which
-old-age pension laws are now In operation the grants averaged $18.75 per
month in 1933 and $16.47 In the early fall of 1934. The States which have been
:granting old-age pensions, moreover, are on the whole much more induEtrial than
the States which now have no old-age assistance laws; hence, it is probable that
the average pension *rants in States not now having such laws will be lower than
in the more Industrial States. Grants to persons on relief in 1934 averaged
$25.83 per family. There was, however, a very great difference in these grants
among the States, ran in from $10.33 in Oklahoma to $44.94 in New York.
Similar variations will doubtlessly occur in the old-age assistance grants. Since
these grants are made on an individual basis, they will manifestly tend to be lower
than the average monthly relief grants per family, since the relief families Include
an average of 4.3 persons per family.

In the attached table, five different bases are assumed for estimating the total
yearl costs of old-age pensions to the States: Average pensions of $10 per
month; average pensions of $15 per month; average pensions of $20 per month;
Average pensions of $25 per month; and an average of $20 per month for the
entire country, distributed between the States in the same proportion as relief
grants per family in these States bear to the average throughout the country.

Which of these columns will most nearly fit a particular State, is a matter of
judgment. The last column In the table is the one which we believe most nearly
appioximates the probable total cost to the States. In the first year, and
perhaps the second, however, these total costs will probably not be realized, as
there will be an inevitable lag in getting the aged people, now on relief, on the
pension rolls.
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There is also being placed in the record a letter received from Dr.
Witte, transmitting certain supplemental statements to the Report of
the Advisory Council to the Committee on Economic Security.

CoMMIrrEE ON ECONOMIC SZCURIT,

Hon. PAT ARRSON, hingto February 5, 1935.

Chairman Senate Finance Committee, United S&ates Seattle,
Washington, D. C.

DAR SENATOR HARR!SON: While testifying on the pending economic security
bill, I was asked to file a list of the principal studies and reports prepared for or
presented to the Committee on Economic Security; also, the report of the Advi-
sory Council on Economic Security.

Complying with this instruction I am submitting herewith a list of the prin-
cipal studies and reports prepared for or presented to our committee. All of
these are available only in typewritten or mimeographed form but if any of them
are desired by your committee, we will be glad to submit the same.

The general report of the Advisory Council has already been filed with the
clerk of your committee. In addition, three supplemental statements presenting
the views of various members of the Council were submitted subsequent to the
filing of the general report. These supplemental statements are also sent you
herewith, together with another copy of the general report.

At this time we also submit the two reports filed by the other principal advisory
group to our committee, the technical board on economic security.

If other reports prepared for or presented to the Committee on Economic
Security are desired, we will be glad to have you so advise us.VIery truly yours, COMMITTEE ON ECONOMIC SECURITY,

EDWIN E. WITTE, Executire Director.

PRINCIPAL STUDIES AND REPORTS PREPARED FOR OR PRESENTED TO THE COM-
MITTEE ON ECONOMIC SECURITY

GENERAL

Advisory Council on Economic Security: General Report, with three supple-
mentary statements by various members of the Council.

Technical Board on Economic Security: Preliminary Report. Social Security.
By President Roosevelt and others. (Principal addresses at the National
Conference on Economic Security.)

FACTUAL BACKGROUND

The Need for Economic Security. By the editorial staff of the committee.
(Charts.)

The Need for Additional Measures to Afford Economic Security to Individuals.
By Edwin E. Witte.

OLD-AGE SECURITY

Old Age Security: Final report, by the Old Age Security Staff.
British Old Age Pensions and Old Age Insurance. By Olga S. Halsey.
Government Annuities in Canada. Bv Walter F. Eade.
Wh the Townsend Old Age Revolving Pension Plan is Impossible. By EdwinE.Witte.

UNEMPLOYMENT COMPENSATION

Unemployment Insurance. By Bryce M. Stewart and staff.
Administration of Unemployment Reserve Funds. By O.-S. Powell and Alan

R. Sweezy.
Unemployment Insurance Estimates. By the actuarial and statistical staff of

the Committee on Economic Security.
Brief in Support of the Economic and Legal Basis of Compulsory Unemployment

Insurance. By James 1larrin on Boyd.
Major Issues in Unemployment Compensaton. By Edwin E. Witte.
Limitation and Value of Unemployment Insurance. By Edwin E. Witte.
The Stabilization of Employment and Unemployment Compensation. By

Constance A. I ehel.
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The Dismissal Wage. By 0. Reginald Crosby.
Administration of Unemployment Insurance in Great Britain. By Maud B.

Patten.
Unemployment Insurance in Germany. By Jeanne C. Barber.
Unemployment Insurance in Switzerland. By Wilbur J. Cohen.
Suitability of Employment. Involving separation from home and heavy traveling

expenses. By Olga Halsey.
Appeal Procedure in the British Act and in American Proposals. By Olga S.

Halsey.
Some Popula6 Misconceptions Regarding Unemployment Insurance. By Alex-

ander Holtzoff, member of the technical board.

SECURITY FOR CHILDREN

Security for Children. By Katharine F. Lenroot and Dr. Martha Eliot of the
U. S. Children's Bureau, In cooperation with the Advisory Committee on Child
Welfare,

ECONOMIC RISKS ARISING OUT OF ILLNESS

Risks to Economic Security Arising out of Illness. By Edgar L. Sydenstricker
and Dr. I. S. Falk.

Estimates of the Wage Loss and Medical Costs of Illness. By Edgar L. Syden-
stricker and Dr. I. S. Falk.

EMPLOYMENT ASSURANCE AND RELIEF

Planned Opportunity for the Extension of Employment Opportunity and Eco
nomic Security. By Meredith B. Givens.

A Permanent Program for Public Employment and Relief. By Emerson Ross.
Who Are the Unemployed? By Gladys L. Palmer.
Significant Phases of Foreign Experience. By Eveline M. Burns.
A Program of Governmet Work for the Unemployed: An Appraisal of Philadel-

phia Experience. By Ewan Clague.

SOCIAL INSURANCE, GENERAL AND MISCELLANEOUS

Economic Security for Farmers and Agricultural Laborers. By Dr. Louis H.
Bean and associates. U. S. Department of Agriculture.

American and European Provisions for Survivors. By Olga S. Halsey.
Invalidity Insurance: American and British Experience. By Olga S. Halsey.
Analysis of American Data Showing Invalidity Below 65. By Olga S. Halsey.
Workmen's Compensation. By S. Kjaer, U. S. Bureau of Labor Statistics.
The Possibilities of a Unified System of Insurance Against Loss of Earnings.

By Mrs. Barbara Nachtrieb Armstrong.
Federal-State Relationships in Relation to a Program of Economic Security.

By Jane Perry Clark.

SUPPLEMENTAL STATEMENTS TO THE REPORT OF THE ADvIsORY COUNCIL TO
THE COMMITTEE ON ECONOMIC SECURITY

WASHINGTON, D. C.,
December 15, 1934.

Hon. FRANCES PERKINS,
Secretary of Labor, Washington, D. C.

DEAR MADAM SECRETARY: In accordance with your invitation given at the
opening of the Advisory Council on Economic Security, indicating that you
would be glad to consider views expressed by a minority or individuals, we
desire to submit the following:

Our sympathy for the objective expressed by the President concerning greater
social security and the removal of fear of unemployment from the worker's mind
moves us to the belief that certain of the recon'mendatIons of the Advisory
Council should be emphasized:

1. The first objective that should be encouraged is stabilization of employment,
or assurance of employment and this is alon the line of the President's pro-
nouncement that, if this could be accomplishe, the worker would be able to look
forward to at least a minimum amount for an annual wage on which to plan his
family's support. This should produce better work at lower cost, reflected in
lower selling prices and a consequent increase in consumption on the part of the
community. No one knows how much can be done along the line of stabilization

324
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of employment, and therefore every effort should be made to encourage experi-
ments in this direction by individual companies, who will give adequate inden-
nities in the shape of Government bonds or otherwise to see that their guarantees
of minimum annual employment will be carried out. To show that much more
can be done along this line, we quote from an article in the New Republic of
December 5 entitled "Security for Americans", by Elizabeth Brandeis:

"Although benefits do not begin generally under the law until reserves have
been built up for I year, 70 companies have already guaranteed their 3,000
Wisconsin worker two-thirds of full-time work and wages for at least 42 weeks of
the current year. Many other workers are now employed on a year's salary
contract, as a direct' result of the act, even before it is fully operative."

The assurance given to these 3,000 Wisconsin workers is equivalent to almost
54 percent of normal annual work or pay. If this is the result after the Wisconsin
law has been in effect for only a few months and in one State, surely there must
be a great opportunity for stabilization of employment and assurance of a large
part df an annual wage throughout the United States. The law that should be
enacted should recognize this as a desirable result of the legislation and should
stimulate to the greatest extent such efforts of individual companies.

2. We would call your attention to the second principal objective mentioned
on the first page of the Council's report:

"The plan should serve as an incentive to employers to provide steady work
and to prevent unemployment."

We feel that considerable progress can be made toward this objective if com-
panies or industries are permitted to set up separate accounts, with the safeguard
provided in the Council's report.

If a plant or industry can reduce unemployment, after a certain reserve has
been built up, their contribution to the reserve becomes less, which means their
cost of production I less and that the selling price to the public may be reduced.
Managenfent will be encouraged to strive for greater efficiency in plant operation,
and the cost of the less regular industries will be borne by such industries, which
is in line with the philosophy of the workmen's compensation acts generally
adopted in this country; I. e., that the cost of the more hazardous or less efficiently
managed industries is reflected in the cost of production and therefore in higher
selling prices to the public, and these increased costs are not borne by the indus-
tries which are less hazardous or more efficiently managed. If the'community
needs the products of such more hazardous or less efficiently managed industries,
the increased cost thereof should be borne by the community. Miss Brandeis,
in the article previously referred to, says:

"Under a pooled unemployment-insurance fund (as in Europe) this subsidy
comes in large part from competitors who operate more steadily; namely, other
concerns in the same industry or ether industries that compete for the consumer's
dollar. For instance, coal mines run irregularly, while oil refineries or water-
power plants employ their workers more nearly the year round. Now, if idle
coal miners were supported In part by insurance contributions from oil refineries
and water-power plants, could anyone tell which is really the cheapest fuel?
If the shoe factory or automobile plant which runs the year round had to subsidize
the competing factory or plant which does not, there would arise a species of
unfair competition that might even force out of business the truly low-cost
concern."

In Ohio, where a pooled plan has been recommended, differences in hazards
are recognized and varying rates may in time be determined for the different
industries.

3. Because there is such a wide difference of opinion and so little actual ex-
perience, we cordially endorse the President's view that there should be the widest
opportunity for experimentation and encouragement should be given to companies
and industries, whether intrastate or interstate, to experiment with standards
not less favorable than those approved by a governmental administrative body.

Respectfully yours, N. B. Fossom.

M. E. LEEDS.
S. LEWISOHN.
RATMOND MOLEY.
GERARD SWOPE.
W. C. TEAGLE.
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Hon. FRANCE P NSWASNrON, D. C., Decmber 15, 1984.

Secretary of Labor, Washington, D. C.
DEAR MADAM SECRETARY: The Advisory Council has gone on record as not

approving in principle employee contributions. We feel very strongly on this
subject, and therefore beg leave to submit this, our position, to you for your
consideration.

Employee contributions are in effect in every system of unemployment insur-
ance in Europe, with the single exception of Russia. Experts and actuaries
have worked on this problem and many have made recommendations through
various State commissions for employee contributions. To mention only a few,
the Minnesota commission recommended 50 percent from the employee and 50
percent from the employer; in Ohio, two-thirds from the employer and one-third
from the employee (total 3 percent, although In this instance the actuary recom-
mended 0 percent from the employer and 60 percent from the employee, 2 per-
cent each); and in New Hampshire, 2% percent from the employer and I percent
from the employee. With employee contributions, the total fund can be in-
creased over that provided merely by employer contributions, which therefore
increases the amount and lengthens the period of benefits; and, even more im-
portant, employee contributions provide more effective administration and a
clearer conception on the part of workers of their responsibilities as self-respect-
ing citizens, the worker then regarding the plan as partly his own to which he has
contributed, and not looking upon it as something given to him as a gratuity.

In the discussion in the Council, many held that, while unemployment insur-
ance was a burden that should be rightly carried by the employer alone, old-age
pensions were not properly a burden on industry, but that old age is an incident
in everyone's life. The Council voted, however, that the burden of old-age
pensions should be borne equally by employer and employee, not because it
was either scientifically correct or just, but rincipally because this was the
simplest way of accomplishing the results. Therefore, possibly by combining
unemployment insurance and old-age pensions something can be clone to meet
these divergent views and which will give a larger fund for unemployment insur-
ance than that recommended by the Council and make both plans effective at
an earlier date than the recommendations of the Council call for. In the recom-
mendations of the Council, both plans will be in full force and effect in 1956
Enclosed is a table and a chart which will bring both plans into full force and
effect in 1952, will give a larger amount for unemployment insurance, and will
make the imposition of the burden on the employer more gradual and easier to
bear without unduly increasing the burden on the employee. In considering
this table and chart, we appreciate, of course that different combinations can
be made as to rates and time when such rates become effective,

Respectfully yours, M. B. FOSO.

S. LEwisoHN.
RAYMOND MOLEY.
GERARD SWOPE.
W. C. TEAGLE.

UNEMPLOYMENT INSURANCE

Employer Employee Total

PercA -Percent Percent
1934-37 lys,-------------------------
1937-31 yz - ------------ --------------------- I .....
13 3 1yea ........................................................... 2 .

19 years) ................................................. ...
19434 3 er). . . . . ........................ .. ... ..1948-49 resr).. . .............................................. 3
1949--2 3 years .......................................................... 3
195 2 13... ........................................................... 3

PENSIONS

1934- ($yean).......................................... I

194-48 (3 years .................... 
1  

1 
1

194- (3 years) ................................................

1952 ......................................................................5
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TOTALS

Employer Eunploys Total

193--3 1 ercentJ Perctat. Percent

e994 I1yer ........................................................... 31937-38 11 ........................................................... 2 21108--30 ( year) .......................................................... 2 1 3
1939-40 1 year ...................................................... 1 4
19153 lycas..... ...................................... I 2
1940--52 3 'ars) ......................................................... 3 3 8
1952 ..................................................................... 5 3 5 34

PRELIMINARY REiORT OF THE TECIhNICAL BOARD TO THE COMMITTEE ON
ECONOMIC SEr-URITY

We have devoted considerable time to a detailed study of the preliminary
report of the staff and find this report very illuminating. We congratulate
Mr. Witte and the staff upon the progress of the studies. We feel, however,
that further study by the staff and ourselves is required before we can make any
definite or final recommendations.

As preliminary recommendations we submit the following observations:
1. The final scope of the program, as well as the rate at which It can be

adopted, must be formulated 'i the light of business and fiscal conditions. The
comprehensive program for economic security outlined in the preliminary report,
would cost betiAeen 3 and 4 billion dollars per year and even more, depending on
the scope of the public employment provided. 'The parts of the program financed
exclusively or mainl,' by'contributions of (taxes on) the employers and employees
will Involve approximately the following percentages of the included pay rolls
(assuming as liberal benefits as outlined in the' preliminary report): Unemploy-
ment insurance, 4% percent; contributory old-age insurance, 4 percent; health
insurance, 3 to 5 percent (depending upon the scope)., The parts involving sub.
sidles from the Treasury would cost the following annual estimated totals per
year: Noncontributory old-age pensions, $100,000 000 mothers' pensions, $50,-
000,000-$75,000,000; contributory old-age insurance, i00,000,000, for 35 to 40
years (with some offset, however, for the first two of thee subsidies, in reduced
relief costs). These costs must be borne in mind In all considerations of this
program, particularly its timing.

2. Wih In the neighborhood of 9,000,000 persons unemployed and above SO
percent of the 4,000,000 families and 700,000 individuals who are dependent upon
the public for support on relief list because of unemployment, unemployment
now constitutes the most acute economic Insecurity and it must be recognized
that it is likely to remain a serious problem for some time to come. Under
these circumstances, the most necessary measure for economic security is the
continuance of provision for relief to the full extent that is financially possible.

3. A comprehensive program affording economic security to the individual in
all major hazards contains many features which cannot possibly be put into
effect for several years, but the place of each in the complete program and the
important matter of priorities should be set forth in the final report of the com-
mittee and, if possible, also in the legislation to be recommended to the next
Congress. The legislation recommended should include an administrative set-up
under which not only will there be a continuing study of all phases of the prob-
lem but theseveral parts of a unified economic security program may be brought
into operation when conditions permit, without necessity of extensive further
legislation.

4. A comprehensive, long-time program for economic security should probably
include as its major elements:

A. COMPULSORY UNEMfLOYMENT INSURANCE

On this subject the present trend of thought (subject to change) of the Board
runs along the following lints:

(,) Unemployment insurance Is an essential measure for the economic secur-
ity of the most stable part of our industrial populations, but Is not a complete,
all-sufficIent solution of the problem.
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(b) Unemployment insurance should be strictly contractual, divorced from any
means test. Unemployment insurance funds should not be used for relief or any
other purposes other than the payment of ordinary benefits.

(c) Unemployment Insurance should be supported by contributions from the
employers and probably also from the employees. There should be no public
contributions.

(d) All contributions should at the outset be pooled in a single fund but there
should be further exploration of the advisability of permitting "contracting out"
by separate Industrial and house funds under restrictions adequately safeguarding
the employees.

(e) Benefits should be paid in cash for a limited period only, in proportion to
the claimant's period of employment, and should be sufficient to support the
family while being paid.

(f) If constitutional, a nationally administered system of unemployment
insurance is to be preferred to a State system, but the committee should be
satisfied that a nationally daministered system is constitutional before commit-
ments in favor of such a system are made to the public.

(g) If unemployment insurance is to be developed under a system of State
administration or if industrial or house funds are permitted, a portion of all
contributions should be set aside in a national reinsurance fund to guarantee
payment of the contractual benefits from the separate funds.

C. OLD-AGE SECURITY

As we now see the problem of the aged, a long-time program for economic
security should include:

(a) State-administered noncontributory old-age pensions based on a revised
means test, with Federal subsidies conditioned upon compliance with standards
which will liberalize the restrictive-resident and other provisions of the existing
State laws.

(b) A contributory old-age insurance system which should, if at all possible,
be administered by the Federal Government. This system should be based on
reserve principles, but should grant a limited credit for workers who reach retire-
inent age before enough of a reserve has been created to give them a reasonable
pension. The Federal Government should assume the liability for this credit,

ut the cost should be spread over a considerable period of time. No pensions
should be paid until after the system has been in operation for at least five years.
The system should be compulsory for all employed workers (with some exceptions)
and optional for other classes of the populatioL. The benefits should be computed
on a basis which will be self-sustaining from the contributions of employers and
employees aside from the accrued credits to present employees now of middle
age or older.

D. MEDICAL CARE

To provide completely for the loss resulting through sickness among the people
in the lowest income groups, there should be, as we now see it:

(a) Improved provisions for public-health services, stimulated through Federal
subsidies.

(b) A State-administered system of health insurance which should be compul-
sory for people In the lowest income groups and optional for people of somewhat
higher income level. Ideally such health insurance system should cover the costs
of general practitioners' and special medical services hospital, clinical, nursing,
and dental care, and should apply not merely to t&c wage earners but to all
members of their families as well.

(c) A system of insurance against loss of wages resulting from Illness. This
should be administered through the same agencies as unemployment insurance,
but the fund should be kept distinct from unemployment insurance.

E. SECURITY FOR CHILDREN

There is need for special measures for the security of children along the two
following lines:

(a) Federal subsidies should be given to strengthen the existing State mothers'
pension laws, for the support of widowed and deserted young families.

(b) Federal subsidies should be given for health work for mothers and children,
particularly In rural areas, along the general lines of the former Sheppard-Towner
Act.
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F. ACCIDENT INSURANCE

On accident insurance it is the present thought:
(a) Workmen's compensation should remain a State function, but the Federal

Government should actively interest itself in securing greater uniformity in the
State laws and raising their standards.

(b) Economic loss resulting from nonindustrial accidents can best be inet as a
part of health and invalidity insurance.

0. SURVIVORS INSURANCE

Some provision must necessarily be made in connection with old-age insurance
for surviving widows in the older age groups of pensioners who die after their
insurance rights have matured. A more general form of survivors insurance inay
be desirable, but cannot be considered immediately feasible.

H. INVALIDiTY INSURANCE

Ideally the risks of invalidity should be covered through a social insurance
system. Statistics should be gathered for the computation of costs but It now
seems that this should be the last part of a complete social insurance system to be
put into operation.

1. RELIEF

There will always be a residual group for whom relief must be provided, on ameans test basis. Plus this, there is a large problem in the care of the tradi-
tionally "dependent and defective" classes. Care of these classes should be re-
garded as a State and locai responsibility, as should be relief, except in periods of
great emergencies.

REPORT OF THE TECHNICAL BOARD ON THE MAJOR ALTERNATIVE PLANS FOR THE

ADMINISTRATION OF UNEMPLOYMENT INSURANCE

(Presented to the Committee on Economic Security, Nov. 9, 1934)
I. Three maj,,r alternative plans for the administration of unemployment

insurance are worthy of consideration:
(1) An exclusirely Federal system.-Under such a system the Federal Govern-

ment would levy a tax on employers and possibly also on employees, the proceeds
of which would be appropriated for unemployment Insurance purposes. In this
act it would set up a complete system for the administration of unemployment
insurance specifying all conditions for benefits. The Federal Government would
directly administer these benefits through the Employment Service and Federal
record offices, which would probably be set up on a regional basis.

(2) A cooperative Federal-Siate system on the sbusidy plan.-Uuder such a
system the Federal Government would, likewise, levy and collect a pay-roll tax
on employers and possibly also on employees. It would provide further for
subsidies to States which enact unemployment Insurance laws satisfying stand-
ards specified in the Federal act. These subsidies would be a stated percentage
of the tax actually collected from the respective States, which would be set up
as a credit in the Federal Reserve banks to the account of the State. A specified
percentage (say, 20 percent) might be appropriated to the supervisory Federal
department and used to finance the Employment Service, to create a reinsurance
fund and/or a fund for payment of benefits to employees who lose their jobs soon
after, they have migrated into a new State alter still having unused credits In
another State. Under this system the States would likewise have to pass unem-
ployment Insurance laws which would have to satisfy the standards prescribed by
Federal law, but might vary jn other respects from the laws of other Statei.
All funds would be held at all times by the Federal Government bu the benefits
would be administered by the States, presumably through the employment offices
and central record offices.

(3) A cooperative Federal-State setem on the Wagner-Ltwis principe.-Under
this system the Federal Government would impose an excise tax on employers
against which there would be allowed as a credit (up to the full amount of the
tax or any stated percentage thereof) the amounts paid by such employers into
unemployment insurance or reserve funds established pursuant to State laws
meeting standards prescribed in the Federal law. The cooperatin; States would
collect the contributions from employers (and, if they so determined also from
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employees) and deposit these in the Federal Reserve banks to be held to their
credit and to be invested and liquidated under regulations to be made by the
Federal Reserve Board. Under this plan, as well as under the subsidy plan, a
percentage of the amounts collected by the States might be withheld by the
Federal Government to be used as a reinsurance fund. The administration of
benefits under this plan would be a State responsibility, but could be controlled
to some (probably a limited) extent by Federal legislation.

II. Which of these three plans should be adopted should be decided primarily
on practical and fundamental policy considerations, rather than on the issue of
constitutionality. All three of these proposals are new and some arguments can
be made both in favor and opposed to the constitutionality of each of them.
What the Supreme Court might hold Is largely conjecture and Is likely to depend
upon the detailed development of these respective plans. Among the People
consulted there seems to be a quite general impression that the era -State
subsidy plan is the least likely to be overthrown on constitutional grounds, but
there are some uncertainties even as to this plan, depending upon how it is worked
out In detail.

Fundamental in A decision betwen these plans is the question of the desirable
extent of national control in this field. The exclusively national system would
insure uniformity throughout the country, not only with regard to contributions
but also benefits. It would ignore State lines and, thus, make it a relatively
simple matter to protect the benefit rights of employees when they move from
State to State. It would also make possible a pooled fund for the entire country
and thereby automatically meet the problem presented by unusual unemploy-
ment in particular industries and States, without necessity for any reinsurance
fund. It would also have the advantage of whatever degree of increased efficiency
there may be in Federal as compared with State administration. It would be put
into operation more quickly than any Federal-State plan and would come into
effect at one and the same time throughout the entire country.

The major considerations on the other side concern the same fundamental
question of the desirable extent of national control. An exclusively national
system would necessitate decisions at the very outset on all points which could
not be left to administrative discretion, such as employee contributions, indus-
trial and plant funds, incentives to regularization, etc. Even among the people
who strongly believe in unemployment insurance and who have given the most
thought to this subject there are wide differences of opinion on many of the most
fundamental questions arising In the preparation of an actual bill. Under a
national system no experimentation on a relatively small scale would be possible
and mistakes made initially would have much more serious consequences than
under State system. Moreover, "all the eggs would be in one basket", with the
result that if the national law should be held unconstitutional, there would be no
State unemployment insurance laws which remained Intact.

IlL. As between a Federal-State system on a subsidy plan and a Federal-State
system along the lines of the Wagner-Lewis bill, the only Absolutely necessary
differerce is that under the former all taxes (contributions) levied on industry
would be collected by the Federal Government, while under the latter the con-
tributions under the State unemployment insurance laws would be collected by
the States. In practice, however, it seems almost certain that a greater degree of
national control will be developed under the former than In the latter system.

The subsidy system provides a simpler method for the collection of contribu-
tions (pay-roll taxes) than the Wagner-Lewis device. It would have at least some
tendency toward higher standards of administration.-a most important matter.
It probably would facilitate the setting up of reinsurance and transfer funds.
From the point of view of expediency it has the advantage of being a brand-new
proposal. Clearly it Is superior to the Wagner-Lewis plan if extensive national
control is desired at this time in unemployment insurance.

The Wagner-Lewis plan has the advantage over the subsidy plan that It will
make it unnecessary to reach decisions under the Federal act on the most contro-
versial questions in connection.with unemployment insurance: Whether plant
funds shal be permitted and whether employees shall be required to contribute.
It may be that these questions could be left to the decisions of the States even
under the subsidy plan but certainly not as easily as under the Wagner-Lewis
device. Another important consideration is that under this plan there would be
np pressure on Congress to use sources of revenue other than contributions fot
unemployment Insurance purposes, which Is likely to become very strong under
both the straight national and (Federal-State) subsidy plans. Finally, under the
Wagner-L-wis bill, many States would doubtless pass unemployment insurance
laws before the Federal tax became effective and could be litigtaed. In the event
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that the Federal law should then be held unconstitutional, the State laws would
continue to operate. Under the subsidy plan, In contrast while the States would
also be required to pass legislation, their laws would include no re-.enue-rasing
features, so that they would become inoperative if the Federal act should for any
reason be held invalid or If the Federal appropriation Is discontinued.

IV. After extended consideration of these three major alternative plans for
the administration of unemployment insurance, the executive committee board
finds that it Is divided regarding which of these systems is to be preferred. The
unemployment insurance committee of the technical board, as well as the execu-
tive director believe that the exclusively national system should be definitely
rejected. Many of the members of the staff, on the other hand, favor a national
system.

The unemployment insurance committee also holds the view that of the two
alternative cooperative Federal-State systems the Wagner-Lewis plan is distinctly
preferable to the subsidy system.

In view of the differences of opinion on the respective merits of the three major
alternative systems of administration, a decision between these systems must be
made by the Committee on Economic Security. An early decision is not only.
vital to the work of the staff but to the entire development of unemployment
insurance legislation in this country. At this time unemployment insurance
study commissions are functioning In nine states, charged with the duty of making
recommendations on this subject to the incoming legislatures. In several other
States unemployment insurance legislation was pledged in the platform of the
party which won the recent election or has been promised by the successful
candidate for Governor. And not only in these but many other States there is
wide-spread interest in unemployment Insurance legislation with good prospects
for its enactment in the coming winter, when 43 State legislatures will be in ses-
sion. In all States, however, there Is at present great uncertainty as to what
the Federal Government is going to do, which is holding up all plans for State
legislation.

Whether the Committee on Economic Security believes that an exclusively
national system Is or is not desirable, announcement of its decision upon this
point at the forthcoming national conference on economic security would be
most appropriate and valuable. The States would then know whether they are
to be in the picture and could make their plans accordingly. In view of the near
approach of the sessions of Congtess and the State legislatures, an eily decision
on the issue of an exclusively national versus a cooperative State-Federal system
would seem imperative.

A decision regarding the type of a cooperative Federal-State system which is
desired (if such a system Is preferred over an exclusively national system) Is less
urgent. If the committee, however, has decided preferences as between the
subsidy plan and the Wagner-Lewis plan It will facilitate the work of the staff
and the technical board if this question afso is promptly decided.

Submitted in behalf of the executive committee.
EDWIN E. WrrE, Executive Director.

SUPPLEMENTARY STATEMENT OP THE ADVISORY COUNCIL ON Eco omic SECURITY
To the Honorable FRANCES PERKINS,

Chairman President's Committee on Economic Security,
Washingon, D. C.

We voted with the majority of the Advisory Council for a 3-percent pay-roll
tax on employers; but we regard the revenue therefrom to be thoroughly inade-
quate as the foundation for benefits under the proposed Federal-State system of
unemployment compensation. The actuaries of your Committee on Economic
Security set before us the standards which they estimated as possibleunder such
a 3-percent pay-rol tax. These are: First, after a worker is laid off, a 4 weekswaiting period without benefit; then 16 weeks' benefits at 50 percent of normal
wa~es (but In no case more than $15); thereafter, except for long-time employe ,nothing. Our vote should not be regarded as recommending such meagre cover-
age. F w

Rather, to increase the benefits, a Considerable minority of the Advisory Councilvoted for a 6-percent tax on pay rolls; and a larger group tied the vote at 4 per-
cent. As no benefits, under the proposed scheme, are to accrue until 3 years
from now,theydoiot, ot course, bear on the present mas unemployment. Our
contention is that these standards fall short of any reasoable protection of un-

116807-35-----22
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employed wage earners in normal times, which Is the limited objective of the
proposed legislation.

The simplest test of coverage is the length of time for which benefits run, cow-
pared with the length of time experience shows men and women seek work before
they can find it. At our request the technical staff of the Committee on Economic
Security drew up calculations on this point from duration tables for 1922-30
prepared by the Committee's actuaries as a basis for projecting a system of un-
employment compensation. These went to show that even in "good times"
54 percent of the unemployed wage-earners would fall outside the benefit period

provided by a 3-percent base; 26 percent because they would fall in the prolonged
waiting period, and 28 percent because they would have been out of a job for
more than 4 months. In "bad times" the proportion who would fall outside
the benefit period would be as high as 80 percent; in average times, 60 percent.

These statistical estimates, with their known limitations, were brought down to
everyday realities, when the results of a field survey were cited, carried out in
1928 for the Senate Committee on Labor, Senator Couzens chairman. This was
a unique case study of 750 workers let go the 12 months preceding from 20
groups of industries in Chicago, Baltimore,. and Worcester, Mass. It was
ireted by Dr. Isador Lubin now Chief of the Bureau of Labor Statistics of the

United States Department of Labor. With prosperity at its height, 42 percent
of those who had secured jobs, and 55 percent of those who hadn't at the time
they were interviewed, were unemployed for more than 4 months.

From another angle, t!e adequacy of the majority proposal was challenged, by
offering table prepared by the technical staff of the Committee on Economic
Security. These compared' the protection proposed tinder a 3-percent plan for
the United States and that afforded throughout recent years by the standard
benefits of the British system of unemployment insurance which has a combined
4 -percent base. Earning $2 a day or its equivalent, either American or British
worker would lose $208 in wages if out of work for 4 months. It was pointed out
that, if eligible, under the proposed 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
would get $130 in the same period; and if allowance were made for relative pur-
chasing power, he would get $156 against the American $80. In the higher wage
brackets, the American would come off favorable with the British as long as his
compensation lasts, but in any ease that Is only part of the picture. The general
run of American benefits would be cut short at 14 or 15 weeks while the British
standard benefits begin after 1 week's waiting period (against the 4 proposed for
the U. S. A.) and run up to 26 weeks (against 15).

An employee with a long work record in America might qualify for half a year;
In England, for a full year.

We contend that if the British people could swing such a coverage throughout
the post-war depression, and are now liberalizing it, the people of the United
States might at least do as well In setting up a system of security in this period of
anticipated recovery, when no benefits are to accrue to unemployed workers
until 1938-3 years off.

According to actuarial estimates submitted by the technical staff of the Com-
mittee on Economic Security, if 1 percent were added to the 3 percent proposed,
it would double the length of the benefits. Most of us who advocated longer
benefits were for finding this 1 percent by bringing the pay-roll tax on employers
up to 4 percent (in the original Wagner-Lewis bill it was 5 percent). Some of us
were for calling on the Federal Government to contribute it. All of us broke with
the proposition that a worker, who qualifies under our new system and whose
savings are exhausted, shall find himself thrown upon public relief at the end of
14 or 15 weeks of unemployment compensation.

We feel so strongly that such benefits cover too short a period that, while we
signed the report as a whole, we wish to make our position altogether lear to the
Committee on Economic. Security. Moreover, we believe it a disservice to the
President for us not to point out their Inadequacy. PAUL KELLOGO.

FRANK P. GRAHAM.'
WILLIAM GREEN.'
HELEN HALL.O
HENRY OHL, Jr.'

Signatures received by wire an mail.



E

ECOX'OMI(C SECURITY ACT 333

TABLE I.-Calculaions as to percent of unemployed failing witAin 4 weeks' waiting
period and 15 weeks' benefit period

[The duration tables-with their known limitstions-yet show some dai]
DISTRIBUTION OF TIlE UNEMPLOYED. 1972-30

Under 4 weeks ...........................
I to 19 weeks .............................
Over 19 weeks ............................

3-7 per-
cent un-
employ-

meat

A

Percent
27
45
28

7-11 per-
cent un-
employ.

meant

It

Perceia
26
46
29

11-20 per-
cent un-
employ-

meat

C

Prcent
21
47
32

" p0-3 per
tCnt un-
employ-

ment

D

Percent
21
34
4-,

employ-
ment

E

22
61

F

I'ercet
21
40
39

In "good times" (A and B) roughly balfol unemployed within benefit period: one-fourth within waiting
period; one-fourth beyond benefit period.

In "bad times" (E) 22 percent within benefit erod; 17 per-ent within wailing period; fI percent be.
yond benefit period.

In all studies 40 percent within benefit period; 2D percent within waiting period; 40 percent beyond
benefit period.

Corrections for cumulative periods for each Individual would probably reduce percntage in waiting
period, Increase .ercentage beyond benefits, and not much change in benefit percentage.

Source: Su ppuled by members of the technical taff, committee on Fcenom Ic Security.

TABLE II.-Unemployment history of 754 discharged worker
(From the Absorption of the Unemployed by American Industry by Isador Lubin; Brookings Institution

Pamphlet Serie%, vol. 1. no. 3, p. 5; published July I, IM)

1. THOSE WHO FOUNt) JOBS

Classified by period Cumulated
of unemployment

Length of time unemployed

Number Percent- Number Percent.aae ate

Under I moth ................................................ 47 11.5 47 11.5
I to 2 months .................................................. t . 113 27.6
I to 3 renhs .................................................. M 1 1 179 43 7
3 toll 01oth.. OD 14.6 230 883
4 to 5 months .................................................. 43 10. 8 282 a 8
5 to 6 monl- .......................-.......................... 30 7.3 312 7 1
6to7 Months .................................................. 29 6.9 340 830
7 to 8 Months .................................................. 23 1%6 363 88 6
S to 9 months .................................................. 1 4.4 381 93.0
Ito 10 month ................................................. 10 2.4 301 9 4
10to 11 months- ............................................. 7 1.7 M6 01.1
Il to 12 months ....................................----------- 3 .7 401 97.8
I months or ever ......-......................... --..-.......... 6 ,5 107 99.3
Not stated .................................................... 3 .7 410 10060

Total .................................................... 410 100..................

2. THOSE STILL UNEMPLOYED WHEN INTERVIEWED

Under I month ................................................ 43
1 to 2 months -------------------------------------------------- 40
2ta 3months- ............................................... 37
3 to 4 month. .................................................. 34
4 to 5 mqths .................................................. 25
5 to 6 m ths .................................................. 22
Sto 7 moth .................................................. 27
7toa months .................................................. 18
8 to 9 months .................................................. 31
Sto 10months ................................................. 19

l0 to I I notbs . . . . ..------------------------------------------ 7
11 to !| Months ----------------------------------------------- 8
13 months ooer .. . .. . ..--------------------------------------- 29
Not slated ---------------------------------------------------- 3

Total ---------------------------------------------------- 341

18 43 12.5
11.6 83 4.1
10.8 120 34.9
9.0 154 44.8
7.6 I0 5.14
& 4 . .8
7.9 i 67
& 2 247 71.9
9.0 2 80.9
& 5 297 S& 4
.0 304 88.4

13 312 1. 7
& 4 341 99.1
.9 344 153.0

10001- ------------

-T--t--I--I-- --
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TA1LE III.-Comparisons of Of and $4 wage tevels of benejls under standard
British unemployment insurance and the proposed American scheme, based on
8-pereent pay-roU ta r, 4 weeks' wailing period and 11 weeks' benefit period

(Drawn from tables prpud by the technild tal of the Committee on Economlo Security. Ail benefit
stated In dollars)

1. MARRIED MAN WITH THREE CHILDREN

A. Asmming that X1 equals $3

Unemployed

British Proposed American
. Present

Was D eneo- Net net 1063 Wages Bene- Net
= It fluts loss los I ts I lON

$2 wage per day:
month ........................... 12 267 SU 33 49 $52 $2 $0 96

months ....................... 20 130.67 77.33 37 2 8 128 62
6 months ........................... 312 2DD.00 11.00 36 312 64 226 73

$4 wages pe day:
Imoh ........................... 0 26.67 77.33 74 104 4 100 96
4 months ........................... 416 3067 233 69 4106 100 26 e2

months ........................... 624 2 4200 24 16 4

2. SINGLE MAN

$2 wag per day:
I month ............................ $52 $14.17 $37.83 73 $52 62 $S 96
4 months ........................... 208 69.43 13.67 67 208 80 128 62
months ........................... 312 106.27 20& 7 66 312 64 228 7

$4 wages per day:
I moth ........................ 104 14.17 89.83 86 104 4 100 96
4 months ......................... 416 09.43 346. 67 83 416 160 258 62
Months .......................... 824 106.27 517.73 83 624 168 456 73

I. MARRIED MAN WITH THREE CHILDREN

B. Assuming the £ to be equivalent to $8 on basis of livIrg costs, using wholesale price indies

Imonth.. ...................... $52 $3100 1.00 3 $32 $ 0 96

4 months ........................... 208 1S& 60 61.20 25 206 0 128 82
6 months ......................... 312 240.001 72.00 E 112 73$4 wage pe day: 00 2.014 I0
I month .......................... 104 300 72.00 so 104 4 100
4 months ........................... 416 1568 25920 62 416 160 256
6 months ........................... 624 240L00 284.00 62 62 18 456

2. SINGLE MAN
62wag pe day: ..... (i[ i !1.7 

4  
6 "j

I o.th ........................ $2 $17.00 33.00 67 $32 $2 $0 $9
4 months ........................ 208 83.30 124.70 60 208 so 128 62
month .......................... 812 127.50 1 8.8 0 69 312 64 22 n

$4 wage per day:
I mouth ........................... 104 17.00 87.00 1 4 104 4 100 96
4 montLi......................... 418 85.30 332.70 s0 416 160 216 62
6 months......................... 6241 127.1 496.60 80 624 166 4361 78
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ACTUARIAL ESTIMATES OF THE PERIODS FOR WHICH UNEMPLOYMENT INSURANCE
BENEFITS CAN $X PAID AT VARYING CONTRIBUTION RATES

;[From p. 1, Memorandum 4178, 'Major Issues In Unemployment Compamton", by Edwin E. Witt$.
Executive Director, Committee on Economc secutiryl

All estimates are based on the assumption that benefits will be one-half the
weekly wage but not exceeding $25 per week and that the unemployment insur-
ance fund should be entirely self-sustaining. All calculations further, are based
on a Nation-wide insurance system, with I year of contribution before benefits
become payable. The estimates on the left-hand side of the table given below
are based on the experience of 1922-30 and those on the right-hand side on the
experience of 1922-33, the assumption being that by the end of these periods the
-entire fund would be exhausted.

'TABLE IV.-Varii g periods of benefit bued upon uting I additional year of
contribution

Esperienoe 192-30 Eipericc 192233

Benefit Contribu- Benet
Waiting period period, tion rate, period,

weeks percent weeks

weeks ............................................................. iS I ii
30 4 16
52 43j 19
N2 5 23

weeks ............................................................. 13 3 10
23 4 is
37 4% Is
52 & 21

weeks ............................................................. 12 3 9
19 4 14
25 44 15
43 5 19

THE GRANTS-IN-AID TYPE OF FEDERAL-STATE COOPERATIVE PLAN FOR

UNEMPLOYMENT COMPENSATION

By President Frank P. Graham, chairman, Advisory Council

(Not an analysis or comparison, but a summary of some of the larger aspects
'of the grant-in-aid plan supported by the majority as interpreted by one of
them.)

The majority of the Advisory Council on Economic Security by a vote of 9
to 7 favor the grant-in-aid type of Federal-State cooperative plan for unemploy-
ment compensation. A number of the majority are for wi. outright national
plan. All would strongly favor the Wagner-Lewis type as against any less meri-
torious plan. All would present a united front against those who would oppose
or delay legislation this winter. Yet the majority are clearly for the grant-n-ald
plan.

The fundamental position upheld by the majority Is that the grants-in-aid
plan Is more adaptable to our economto life and to the needs of both industry
and the workers. American economic society is national in nature. It is not
organized according to geographical or political subdivisions. Industries reach
across States sections, and even the continent. In this economic society labor
is mobile. Workers move from industry to Industry, from State to State, from
an industry in one State to the same industry In another State and from an
industry In one State to a different industry in another State. in a society of
fluid cap l, migratory Industries, shifting labor market., seasonal, technological,
and cyclical forces, unemployment is a social hazard of our dynamic industrial life.

Unemployment is, thus, a problem of industry and the Nation. Its economlo
and other causes and Its social and other incidence Involve our whole Industrial
order. Any Federal-State cooperative plan for unemployment compensation
should, therefore, recognize, as far as practicable and wise, our national economlo
,structure. Cooperative Federal-State legislation and administration should rec-
ognize the spheres and values of the Federal and State governments, but the
,States should not bp required to attempt to meet situations and serve purposes
not in accordance With their situation and nature.
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The purpose of the Federal-State cooperation is to stimulate a more intelligent
stabilization of Industry and to provide more security for the workers. The
Wagner-Lewis plan 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 unemployment In
the latter. The majority hold that the grant-in-aid plan can more adequately
meet the needs of American industries and workers with their unemployment
problems created by (1) national and interstate industries (2) mobile labor,
interstate transfers, and employment records, (3) the need for Federal rensur-
ance, (4),for national minimum standards. Under the grant-in-aid plan the
Federal-Stat4 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 dynamic society.

The collection of the tax by the Federal Government required by the grant-in-
aid plan affords a clearer basis for the deposit of the money In the Federal Re-
serve banks. There can, under this plan, be no basis for pressure on Congress
to allow the money to be deposited in local (and in some States political) banks.
The value of the nationally wise use of the funds by the Federal Reserve as an
aid to stabilization cannot then be jeopardized by either financial short circuits
or political misuses.

Furthermore the grant-in-aid would be separate from the tax law. Congress
has power to levy this geographically uniform excise tax on pay rolls. Congress
also has power to appropriate money as grants-In-aid to States for a public
purpose on terms laid down by Congress. Unemployment compensation and the
promotion of industrial stabilization and social security constitute a clear public
purpose. In the Wagner-Lewis plan the tax and the appropriation are joined
nthe same act. Under the strain of carrying sufficient national minimum

standards and other regulations required by the interstate and national nature
of industry and unemployment, such a Joint act more seriously raises the questionof constitutionality. ".. . .

The grant-in-aid plan appears not only the stronger constitutionally, but is
also a variation and development of Federal grants-in-aid which are an historically
established part of our Federal-State structure. This plan also more nearly
fits In with some other proposed plans to promote insurance against destitution
and could more readily help to unify the collection of the funds involved in a more
comprehensive program of social security.

For the purpose of securing early leislaton by the States for this progress,
Congress could fix a time limit as a condition for a valid acceptance by the States.
Moreover, with the Interests of industry and 16 million workers Involved, it is
inconceivable that Congress would ever fail to continue the appropriations.

The grant-in-aid plan it seems to us, can provide for Federal-State cooperation
and is yet more adaptable. The needs of industry and the workers in our national
economic society can secure and maintain Natlon-wide 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 combi-
nation of the two. The plan can also provide a clearer basis for experimentation
along Interstate and even national lines. On the basis of all these experiments,
we may develop toward the best plan, whether mainly State, mainly Federal, or
wholly national.

Finally, 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
furnish the bottom below which there must beno chiseling or exlloitation and
above which the-e 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 first witness this morning is Miss Katharine F. Lenroot, Chief
of the Children's Bureau, United States Department of Labor.

Just go ahead in your own way, Miss Lenroot; tell us what posi-
tion you hold and what position you have held. Give us the back-
ground for the record, and then proceed in your own way.
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STATEMENT OF MISS KATHARINE F. LENROOT, CHIEF OF THE
CHILDREN'S BUREAU, UNITED STATES DEPARTMENT OF
LABOR

Miss L.NROOT. I was appointed Chief of the Children's Bureau,
United States Department of Labor, on December 1, of this year. I
had been assistant chief of the Bureau since 1922. My total service
with the Bureau is 20 years.

I am interested especially, Mr. Chairman and membe&s of the
committee, in the sections of this bill relating to the health and wel-
fare of children, although of course all provisions that will tend to
strengthen the economic position of the family are essential measures
for the protection of the children.

The sections of this bill which relate especially to children are
title II, providing for aid to dependent children in their own homes
where there is no adult in the home, other than one needed to care
for the family, who is able to support the family, and title VII, which
provides for Federal cooperation with the States, in strengthening
the State and local services for maternal and child health, in the care
of crippled children, and in aid to State and local child-welfare
services.

It seems to me that these sections of the bill are very logically a
part of the general security program covered by this bill.' In the first
place, they are closely related to the unemployment problem and the
measures which are suggested for dealing with this problem. We all
know that when we try to provide for the unemployed through work
programs or through reabsorption into private industry, there are
certain families whose needs cannot be met by such an undertaking
because there is no person in the family able to work and support the
family. It is estimated by the Federal Emergency Relief Adminis-
tration that over 40 percent of all the people on emergency relief in
the United States are children under the age of 16 years,* and that
there are at least 358,000 families with 719,000 children under the age
of 16 years where there is no father in the home-where the mother is
a widow or separated or divorced from her husband. In contrast to
this figure, I estimate that 109,000 families and approximately
280,000 children in these families are receiving aid under the State
mothers' pension laws. These laws were enacted, the first one in 1911,
as an expression of the interest of the State in conserving home life for
dependent children who had been deprived of the care of their fathers.

The legislation was popular and now 45 States, the District of
Columbia, Alaska, Hawaii, and Puerto Rico have such laws on their
statute books. However, most of the burden of financial support of
this system is carried by the local units of government. Approxi-
mately one-third or a little more of the States make some financial
contribution on a State basis to these mothers' aid systems, but out of
a total estimated expenditure of $37,000,000 a year, all but about
$6 000,000 comes from local funds.

The CHAIRMAN. Many of the States would have to revise their
laws, wouldn't they, to come under this provision, if they met the
standards laid down by the Federal Government?

Miss LENROOT. Yes, Mr. Chairman. The laws are limited in many
respects as to residence as to eligibility for aid, and as to standards of
relief. Many of them Ax a low amount of money in the statute which
would not be adequate under the definition of this law, and the States
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would undoubtedly have to revise their legislation. I estimate that
there are about 21 States with fairly broad coverage as to eligibility.
Only 10 of them are as broad, however, as the provisions of thii bill.

The CHAiRMAN. Only 10 are as broad as the provisions of the bill?
Miss LENROOT. Yes, sir.
The CHAiMAN. What States are those, if you can put it in the

record?
Miss LE.NROOT. Colorado, Indiana, Kentucky Maine Massachu-

setts, Mississippi, Nevada, New Hampshire, Rhode Island, Wash-
ington and the District of Columbia. Even before the depression,
there were only about half of the local jurisdictions in the country
authorized by law to grant this form of aid, that were actually doing
so, and on account of financial difficulties, a number of local jurisdic-
tions which formerly granted aid have ceased to do so. Even where
State aid is being granted, the amount of money provided is inade-
quate to care for the total number of families that would be eligible
under the law, so that we have in many places, large waiting lists, and
many families cared for through other relief that ought to be absorbed
through the mothers' aid system.

The CHAIRMAN. What do you estimate the States ought to put up
if the Federal Government appropriates this $25,000,000?

Miss LENROOT. Well, Senator, if we look at this title of the bill
as providing a gradual method of transition into a form of aid to
children that affords relative security if you take the widows' families
and other families deprived of a father s support and assure them a
certain contribution based on need during the period of the child's
dependency, just as you take the aged and assure them of a certain
continuing monthly contribution, we estimated that the total amount
needed to care for this group of families on a conservative basis in this
country today is about $120,000,000 a year. The amount now going
into this form of aid from funds approved especially for that purpose
is $37,000,000 a year. If the States could bring up their appropria-
tions, by using some of the money that they are now spending for
emergency relief and earmarking it for those purposes, to an amount
of at least $50,000,000 of combined State and local funds, with the
added $25,000 000 provided by this bill, we would have a total of
$75,000,000, which would not be adequate in comparison to the total
need but would afford a measurable improvement in the situation.

The ratio of the contribution contemplated here, you see, is about
one-third Federal and two-thirds State and local.

Shall I pass on to title VII, Mr. Chairman, or would you prefer to
question me further as to title II?

The CHAIRMAN. I will tell you what is running in the-minds of some
of us from the questions that have been asked, so that you may
understand our difficulty. That is, that the provision in this title
with reference to dependent children, is not so dissimilar from the
provisions that are w-ritten with reference to old-age pensions, so far
as the Federal Goveinment approving the plans, and so on. That is
true isn't it?

M'iss LENROOT. Yes; they are similar.
The CHAIRMAN. What if in the opinion of Congress, the Federal

Government ought to make some reasonable appropriation, say in
the amount that you suggested here, $25,000,000 for dependent chil-
dren, but would feel that it should be left to the States entirely with-
,out making it mandatory upon some administrator here, or board,

338
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with reference to the laws passed by the State, but would make the
contribution to the States, make suggestions to the States, and not
make it mandatory; what, in your opinion, would be the reaction to
that?

Miss LENROOT. I believe theoretically and practically, Senator, in
an approach to the States which is a cooperative approach. In other
words, I think that the Federal Government and the States entering
into any such partnership as is contemplated by a grant-in-aid system
should develop standards as the need develops, through conferences,
the stimulus that comes from exchange of information between
States making available to the States the best experience. On the
other hand, I do believe that there are certain minimum standards
that ought to be insisted upon by the Federal Government if the
money is made available to the States, for the reason that we have
such a wide variation in the effectiveness of the State and local admin-
istrations of mothers' aid in this country because the mothers' aid
program has been, as I have pointed out, largely a local development
with very little going in, in the way of service or of equalization
funds, from the State agencies.

It would be the purpose of this bill, I should think, to improve and
develop the services that would come from the States to the local
communities. We now have very wide variations in the amounts
of aid, as is shown in the three tables that I should like to insert in
the record.

The CHAIRMAN4. Yes, we will be glad to have them.
TABLE I.-4timaed number of families and children receiving moIthers' aid and

estimated expenditures for this purpose
[Based on figures available Nov. 15, 1934)

State

A
AI

Number ol I Number of Estimated present annual expenditures for
fatlies children aid, local and State

recevi beneting Tol Smothers from moth-
aid ena' aid Total oa State

Total ...................... 10903 280. 5 137.487,479 1$31,621,957 3 M18 M522

LlabanamIe.................. ----- ---- wI----Lrhona................ 1 ... ..................40Arkansas .. . . . .. . . . . .. . . . . .. . .......................................- ** ............
elifornle ...................... 7018 17 842 2.133.999 224.252 109.717

!ocado ........................ 652 61,435 149, 68 149, 688 ..............
cnctlcut .................... 1,271 1,276 ,7 489,762 244.875

Delaware ........................ Us 93ODDA.. 8 00 4800
sct of Columbia............... 29 720 1497 3997..............

FIoride ........................ 2,54 6,184 2 88 222,286 ...........
ece .". . . . . . . . . . . . . . . . . .-..d<lo, .................. "....... ..... .619 ........ 'IB 3...... . ........::::::
Ilino......................... 6,317 14.802 1,837,01 i 1,833,217 303, 79
ndiana ....................... .11332 . 352,224 32,224 ...........
ows ......................... 3,527 '9.170 719,7 719,77 ...........
tans ....................... 768 '1997 7,721 7"721 ...........
Kentucky .............. ........ 137 M 62,889 62889 ...........
oulissa .................. .... .88 '229 9.311 9,312 .............
Maine .......................... 17 114 3106000 1,000 155,000
Mryad ....................... . 267 4 117,4 117,459...........

Y '.6 1c uset;:................ 1,93 11.817 IM45.00 1 OD000 1,086%000
Mlchln .............. 8 '1509 2,448,96 2,48,98 ..............X fu a.................... . ,597 9,182 1,118,176 1,1 176

iss I ,~ 13 74 93.....................02..........iLs ,o : .......... ...... :,, ....; .. . 440 ,i6...... ,K i6 " '::::'
dontana ....................... 839 1,969 213,623 11,623 ...........
febmaa .......................
Cvdad I ............... ........ 200 0 44. 272,036
includes revised Si.. for Illinos.
* No zotbers' aid law.
'Mothers' d discotin ed.
I Estimated on baWs of 2.5 El1dren per family the average rate t 20 States reporting in December 1963.
& Estimated on basis of trends in comparable States from which reports have been receie1.
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TABLE I.-lsiwatsfed number of families 6d children reviving mothers' aid an
estimated expenditures for this purpose-Continued

Number of
familiesstate reoeivin
mother rs'

aid

New Hampshire ................. 260
New Jersey....c ................. 7.711
New Mexico I ................ ... ..
Norh Carolina .................. 314

Nor th Dakota J .................. 9
Ohio ......................... 8,23
Oklahoma .................... ,06Oregon ..... ..................... 1,(N
Pennsylvania .................... ,.700

Rhode Island .................... 513
South Carolina 1.
South Dakota I .. . .... 1,290
Tennee ....................... 21
Texas ........................... 332
Utah ............................ 622
Vermont ...............-...... 6
Virgina ........................ 3
Washington A.................... 3.013
West Virginia ................... 108
Wisconsin ....................... 7, 373
Wyom ing I ...................... 91

Number of
children

benefiting
from moth-

ers' ad"

947
2644

24, 470

5,666
.i259...... ...

'627
463

141

7.634

17,932

Estimated present annual expenditures for
mothers' aid, local and State

Total

82,440W
........... i.i.."

13, 733, 176
A 706

238,314
2,116,906I 314

247,140
3,197.64M

267, 212
........ .-...

71. 328

43.987

K 976
32878

16, 088
3,15LBO.90

22,294

Local State

................ 1 82,440
12, 44%.Wt ................ . ....... ii . .............

11,731.176 ............
29.3W 29 S.W
238,314 ..............

2.I6908 ...........
I2 ,314 ..............
247,140 ..............

1,1NO8,820 31 p.812
13 426 153,626. . ......... ..............7
mom 99............
71,328 ..............
43,987 ..............

65 ..............
23,488 a 488
16,9m 163

119, 138 ..............
16.086 ...........

1,930.790 2 0,u00
22,294 ..............

'No mother's sid law.
'Estimated on bass of 2.6 children per family, the average rate for 20 States reporting In Derember

1933.
I Estimated on basls of trends In comparable Slates from which report s have been received.

Law not In operation.

Miss LENROOT. Another table shows the range in percentage of the
counties granting aid, from a very small percentage--3 or 4 per-
cent-to complete coverage, and the per capita expenditures for aid
range from about one-half of 1 cent per capita of the population to
about 93 cents.
TABLE II-Exten to tchich mothers' aid is provided: Per capita expenditures and

percentages of counties granting aid by States

State

Alabama ...........

Akirks ............
.Arkons ...........
Arkansas ...........

Caifornia ..........
Colorado ...........
Connecticut ........
Delaware ...........
District of Colum.

od . .............
Georgia .......

Hawai .............
Idaho ..............
il~lots .............
Indian ............
low& ...............
Kansas .............
Kentucky ..........

Maine ...........
Maryland ..........
Masachusetts ......
Michigsn ...........
Minnesota ..........
misepp .........

Percentage of coun.

ties granting aid

No mothers' aid
law.

~tate-wide...
Mothers' aid dis.-

continued.
State-wide ........
54..............
State-wide ........
..... do ............

Per.
capItaexpendi-
lures

.35

.14

.46

.39

.30

67 ................. .15
No mothers' aid ...........

law.
5) ............... i
SI................. .20
1................. .0

98.................. 29
36................. 04
(1). . . ... . .02
3 ............... .k01

State-wide .....D
3S ................. .07
State-wide ...... .8

91....... .. .41
Mothers' di ...........

continued.

State

Misouri ....
Montana ...........
Nebraska ...........
Nevada ............
New Hampshire ....
New Jersey .--------
New Mexico ........

New Yokj....
North Carolina.
North Dakota ......
Ohio ...........
Oklahom ..........
Oregon.........
Pennsylvania.---
Puerto Rico ........

Rhode Island .......
South Carolina .....

South Dakota ......
Teaess ..........
Texas$ ..............

Utah ...........Vermont ....
Virginia ............
Washington ........
West V rgta ......
Wisconsin .-------
Wyoming ........

Pe-centage of roun-

ties granting aid

10 ................
81 .................

7o3.............

State-wde ........... do.......
La; not In opera-

8| ................

tion.

74.............
77 ................
96 .................

63 ................

44..............

State-wide ........No mothers' aid

4 ..............
Stale-wide...

89 ..............
431 ..............

Per-capita
Iespendi-

ltares

tam

.46

.20

.41....... .

.93

.31

.1

.34
....... .

.39

.47

.03

.008

.15

.13

.01

.3

.74
:to

A No report. I Les than I percent. a Based on I umler of counties granting aid June 30, 1931.
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'The estimated average monthly amount per fanily in areas granting
mother's aid ranges from a low figure of as little as $7 or $8 per month
per family to a figure somewhat more adequate, of say $40 a month
per family.

TABLE III.-Elimated average monthly grant per familyy in areas granting mothers'
aid, based on annual or monthly expenditures for mothers' aid grants during
198 and 1984

Avera1 emonthly
grant

Alabama ------------------ (1)
Alaka -------------------- (
Arizona ------------------ $6. 46
Arkansas ------------------ (I)
California ----------------- 26. 89
Colorado----------------- 22. 60
Connecticut --------------- 44. 41
Delaware ----------------- 22. 26
District of Columbia --------- 60. 14
Florida -------------------- 9. 76
Georgia -------------------- (')
Hawaii ------------------- ()
Idaho --------------------- 1& 08
Illinois ------------------- 24. 52
Indiana -------------------- 22. 03
Iowa -------------------- 17.01
Kansas ------------------- It 4 14.05
Kentucky ----------------- 5 3& 26
Louisiana ------------------ & 81
Maine --------------------- 29. 60
Maryland ----------------- 36.66
Massachusetts ------------- 51.83
Michigan ----------------- 2& 31
Minnesota ---------------- 26. 37
Mississippi ----------------- (1)
Missouri ----------------- 426.22

'No mothers' aid hw.
Not reported.

'Ai4 continued.
I Average grant In 1931.'Mctbera' old available orly In Jefferson County.

Law not In operation.Mother aid available only in Knoxville and Men

monthly
rant

Montana ------------------ 24.00
Nebraska ----------------- i 1& 62
Nevada ------------------ 17.98
New Hampshire ------------ 26.42
New Jersey ---------------- 26. 43
New Mexico --------------- ()
New York ----------------- 42. 77
North Carolina ------------- 15. 93
North Dakota ------------- 22. 07
Ohio ---------------------- 19.77
Oklahoma ---------------- 7. 29
Oregon ------------------- 1. 80
Pennsylvania --------------. 34. 61
Puerto Rico ---------------- (4)
Rhode Island -------------- 47. 00
South Carolina ------------- ()
South Dakota -------------- 21. 78
Tennessee ----------------- I 24. 91
Texas -------------------- ' 12. 07
Utah --------------------- 10. 64
Vermont ------------------ 1 17.86
Virginia -------------------- 20. 76
Washington --------------- 17. 35
West Virginia --------------. 1& 20
Wisconsin ----------------- 25. 82
Wyoming ----------------- 1 22. 55

It is the general experience of those interested in State administra.
tion that if children in all parts of the State the most needy areas as
well as the most populous ones, are afforded the protection which
they ought to receive as American citizens and as citizens of the
State, there should be some way of seeing that this form of aid is
spread through all the counties. That is one reason why one of these
standards is that after June 30, 1936, the State must make this form
of aid available in every political subdivision. That is one of the
standards in this act which seems to be very reasonable.

Another suggestion is that there must be adequacy of aid, that is
the assistance must be at least great enough to provide, when added
to the income of the family, a reasonable subsistence compatible
with decency and health.

I think it would be a waste of Federal funds if we made available
$5 or $6 or $7 a month for a family.

The CHAIRMAN. Do I understand you to say then that if this
principle cannot be put across, it would be better not to make the
appropriations by the Federal Government for these purposes?
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Miss LzNROOT. No, sir; I think the Federal Government should
make provision.

The CHAIRMAN. Even though the standards should not be set by
the Administration as set out in the bill here?

Miss LENROOT. Perhaps I did not understand your question. I
think some simple standards should be included.

The CHAIRMAN. And you are in favor of the principles laid down
by this bill as therein stated?

Miss LENRoOT. In general, yes.
The CHAIRMAN. What I am trying to get at is, if the majority of

the opinion of Congress should be that the Fedoral Government should
make reasonable appropriations to the States to help out this situation,,
but different from those who have provided this legislation, that they
should be in a position to dictate the character of treatment given and
aid administered to the dependent children, then what would be your
position, whether it would be better to go ahead and make the alloca-
tions, if you could not get the full loaf, to take part of the loaf, that
%ould be your idea?

Miss LENROOT. I want to say in the first place that I am speaking
only for myself. Of course the administration of this bill is placed in
tho Federal Emergency Relief Administration, at least temporarily,
and I do not feel that I ought to speak for the Administration or for
the Cabinet committee or anything of that kind as to what modifica-
tions might be made in the bill. I think really the Federal Emergency
Relief Administration should be asked to speak to that point.

Speaking entirely personally, I feel that it would be a grave mistake
to make a Federal appropriation without any power vested in the
Federal Government to insure certain minimum standards of effi-
ciency. I am not sure of just the language that would have to be put
in, but I think there ought to be some indication; it might be some-
what more general in character.

The CHAIRMAN. Very well; you may proceed.
Senator COSTIOAN. While you are reluctant to suggest changesin the

bill, I should like your opinion as to two suggestions which have
reached me. They come from Prof. S. P. Breckinridge of the school
of social-service administration of the University of Chicago, a noted
educator. She urges that mothers' pensions should be assigned to the
Children's Bureau, and the old-age pensions to the Bureau of Labor
Statistics. Laying aside your own preference not to discuss the
provisions of the bill, are you prepared to say how these sections of
the proposed law would work in connection with activities of the
respective branches of the Labor Department?

Miss LENR6oT. I should not like to answer for old-age pensions,
Senator Costigan.

Senator COSTIoAN. Is the Children's Bureau in a position to handle
such pensions?Miss LENROOT. The Children's Bureau has been for many years
interested in the subject of mothers' pensions and has been promoting
the development of mothers' pensions throughout the country
through bulletins on the subject, through sending members of the
staff into the field to consult With administrators, through institutes
for mothers' pension administration, and in other ways. Of course-
we do not have the administrative staff now that would be necessary

342
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to administer this bill. There would have to be a division or section
of the Children's Bureau created to take care of the work involved
in the administration of a cooperative act of this kind.

Senator COSTIGAN. What is the reason for Miss Breckinridge's
recommendation? Ordinarily people would assume that a children's
bureau should not deal with mothers' pensions.

Miss LzNROOT. I have not talked with Miss Breckinridge about
it, Senator.

Senator COSTI0AN. All right, Mr. Chairman.
The CHAIRMAN. Procee Miss Lenroot.
Miss LzNoOT. With reference to title VII which has the three-

fold provision of aid to maternal and child-health services, aid to
crippled children, and aid to child-welfare services, I should like first
to discuss section 703, beginnig on age 56, because it is somewhat
related to the care of dependent cl dren in their own homes, which
I have already discussed under tA l s~iof title II.

This section of the bill w es for an ap nation of $1,500,000
to be available for ration with the tate cies of publicwelfare in extendin__ strengthening, especially rural areas
and those suffering rom severe dist the welfare ser *ces for the
protection and r of homel de and neglIeI children,
and children anger of b denquen The amo are to
be apportione, $1000, am the ratio of 10,000
to each Sta , an th balan or if include the 3
Territories,e Distfc a the4 t tee, that ould
leave $480 to be appor d th b o op ulatio . I
have a tab here showing the mount of m to c each U4
would be e titled.
TAsLU IV.. ppoliioa fuind iVII,, s ,ad to ch~ddfare s C4

UOUM Mea of A
51.1D4a SO~ds st&W00 dg

bub~ of

To ....... knoo.jSOeO .. 2. $, M.00

....1 .............. 1 M 3

A ....... 0 ....... X
NIM 71 &S as OVir O' M25 15

RM 0 Now M .- 16AS4 1. 64
.......... t, 9U .a.14H

+-f_.. ".. @ 1 . ..... " 1, 6
=elawar......... . ' )'gu1. sm M~tDektL.:: 12. In 3,619.6

DlatzicoColumbla 118738 L.3S.3 Owio.................18673.17 28, R&.17
Florid,................U I4$ P f .M3 OkWabom a............19.2148 32A148
GeorgA............ g~I ZHdLI OrgOuIL...............U 98g

M.11 UFflflnyvAnI&.........4

f ......... 38~ 2 j~1  OngInd . 2 . M
love .................. 1 0.5tD~0.

Ma................1K,61 3,085 7%.............1940 ,8.0

_ _. % &I _.....

wyo-in...........i 44 9
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The CHAIRMAN. You do not lay down any standards in that?
Miss LENROOT. They are in general terms providing that in order

to benefit from this section of the bill, a State must, through its State
department of public welfare, or some other agency designated, sub-
mit a plan which must provide for reasonable provision for such
administration, for State financial participation in the work, for
furthering local public child-welfare services, and for cooperation
with health and welfare groups and organizations.

The CHAIRMAN. That carries out the general principle as in these
other provisions?

Miss LENROOT. Yes; it gives the Federal Bureau authority to pass
upon the general adequacy of the plan submitted by the States.

The CHAIRMAN. And if they do not do it, it gives you the power to
withdraw any allotment to those States?

Miss LENROOT Yes; Mr Chairman it does. Of course, as I say
these are general standards and would be administered in a spirit of
cooperation and not a spirit oif coercion. I might say that under the
Sheppard-Towner law which we administered for 7 years, the Stdtes
were left the greatest freedom in initiating plans and in developing
the character of the work carried on under the plans.

The CHAIRMAN. Were the provisions in the Sheppard-Towner law
quite similar to these?

Miss LENROOT. They were somewhat similar. The language is
different and the purposes of the Sheppard-Towner Act were of
course limited to only one small part of this bill. The Sheppard-
Towner Act applied only to matermty and infancy, and as adninis-
tered extended onlv to the age of 7 years.

The CHAIRMAN. But it did give them the right to withdraw any
allocation to certain States which did not pass State laws?

Miss LENROOT. The act provided that the States must accept the
provisions of the act by their legislatures, or provisionally by the
governor and that the plan submitted must be what was called
reasonably adequate and appropriate to carry out theprovisions of
the act. There was no other specification as to standards, and it was
provided furthei that the plans must be approved by the Federal
agency if they were in conformity with the provisions of the act and
reasonably adequate and appropriate. Of course that was a broad
phrase, and it was interpreted b the Bureau very flexibly. There
was no attempt to dominate or dictate but an attempt simply to see
that money was not improperly used, for example, for purposes that
were really illegitimate purposes.

Senator COUZENS. Did you have any difference with any of the
States?

Miss LENROOT. No serious differences. There were one or two
problems that came up. I remember one as to the price of an
automobile where 'there was a question as to whether it was justi-
fiable. They were mostly of that character.

Senator COUZEs. There were no funds withheld because they did
not comply with the Federal law?

Miss Lm RoOT. No, sir; there were suggestions made as to minor
parts of the plans, but no State was denied funds under that act.

The purpose of this section of the bill is to enable the State agen-
cies, with the assistance of this Federal money that we have provided,

344A
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mainly on a matching basis, to extend throughout the States, and
particularly into the rural and neglected areas, the fundamental
social services that are necessary if we are going to save children
from extreme conditions of neglect and abuse and ill-treatment, and
to have a way of getting to children who are suffering from physical
handicaps or from mental handicaps, such as blindness or deafness
or feeble-mindedness or other conditions, the services that are avail-
able in the cities. This type of work has been developed rather
recently, mostly within the last 10 or 15 years, and it is interesting
to note that relatively pioneer work has been done in the Southern
States in this form of aid, where the rural problem has been found
to be very great. I have here a table showing the 12 States that
have already adopted le islation creating county boards or depart-
ments providing something of the type of service that is contem-
plated under this bill, and if the committee approves, I should like
to insert the table in the record.

The CHAIRMAN. Put it in the record.



TABLz V.-Staea having legislation creating county board. or departmenU

Employment of county workers Primary duties of county departments or boards

Extent of em-
ployment of Mothers' aid Give

state i - Law mandatory tivrap0s- State financial tive ton school Prob to
te - or permissive built vested aid State approval of okC (when Shool Parole Sat

rated In aponmetsnui and awh en d-appointments .. ur- Us cr of cout atn-en relief depart-

her of car Admin. Assist re- menta
ooun- wh chl- istra- on re- quests) on M
ties i work- inion
States ers tion quest

1931

tive board.

Kentucky ---- IM ----- do -----------..... do .......

S.O50was avail-
able 1927-32
from State at-
tendance fund
for counties
oring.Yl

Mln ta. .... 117 .do .... .. do .......
Missouri ....... 1921 do.... Official
Nebraska._.... 1231-do...... .d - . -.................

tive board I

110 1Mandatory.
1917 1 .... . .........------

..... do........

Permissive ......

Official ......Advisory

Admiustra-
rive board.

..... do .......

State aidaccord-
tug to) popula-
tlion, from
school funds.

Requiracrtiflos-tion of workers
by department
of child welfare.

Statute requires
approval by
State depart-
ment.

Qualic-s fixed
by statute. "qual.
tfed by training
and experience."

Elected official-...
Approval by State

department.

Law makes no
provision for
paid worker.

120 I ------

12 It---
(I) V V(3 ..... ........

57 V ........
60 ..... V

Go I----..-.

I,

V, . . . .

Juve-

only.

... do...

I I V..........................................................................................V V.

......------------------------------------------------ ..iii

New York ......
North Carolina.

South Dakota..

Texas. .......

t' ,/



Virginia ------- 192 Mandatory It ..... do ......................... Appointments 100 12 . ....... ........ I It
listofellgibles must be made
for board is from list of eU-
submitted by gibles proposed
State depart. by Statedepart.
meant. ment.

West Virginia.- 1923 Mandatory but ---- do ----- Statute author- Approval by State ()- -------- -------- V --------------------
dependentup- izes State to department.
onsubmssion pay not more
of list of elgi- than half sal-
blas by State ary of sers-
department. tary. but nofunds at pres-

ant.
Wisonsin ---- 129 Permissive ------ do ......................... Qualifications 71 --- - V --------------- Juve V

fxed by state, iIe
*shall have the only.
Qualifications
species for pro-
bation officers
employed by
counties having
a population of
less than 1S,.

No report.
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Miss LENROOT. The type of services rendered include in practically
all cases protective work for the care of neglected find abused children
probation work for the juvenile court when requested, investigation of
applications for the care of abandoned children in institutions or in
foster homes, and similar types of services. The extent to which the
needs of children are being neglected in many parts of the country at
the present time is illustrated by the conditions in one State where
over 400 children were reported m almshouses within the last year or
two. This is a type of care which we had thought was characteristic
of the conditions described by Dickens and not of present-day Amer-
ican conditions, and yet those children have beensubjected to alms-
house care in association with the degenerate and feeble-minded and
the senile population of the almshouses.

There are many States where the relief workers have brought for the
first time into these rural areas something ap roximating a social
service which ascertains what the individualneeds of children are and
tries to bring the children in need of care in touch with the facilities
which may be available through private or other sources.

Senator COUZENS. Have you any figures as to what these States
have spent in those activities?

Miss LENROOT. I have figures, Senator, as to the expenditures of
the State welfare departments or bureaus or divisions concerned with
child welfare for services of this kind. I do not have figures as to the
local services in those 12 States. I shall be glad to insert the table in
the record showing the State expenditures which total, outside of
New York State, a little over $2,000,000, and which showed a decrease
between 1932 and 1934 of 12.4 percent in State expenditures.

Senator CouzEzNs. INhy did you leave out New York?
Miss LENROOT. We were unable to get the information at the time

that we compiled this table. I may be able to get it for the record.
[Figures for New York State have been added to table.]



ECONOMIC SECURITY AOT

TAB LV Vl.-Expendiurea or appropriations for Stale welfare department, bureaus,
or divisions concerned wtih child wefare, ezdive of funds for State aid ano
maintenance of children

State Agen Fu I 132' Fundsfor1341' In D
In- Dau

crew cf
aainam

Totl ..........

Alabaa ...........
Arizona ..............
FAria ............
C loria .........
Colado ...........Coanecticul ---------

Delw ---..........lorida ..............

Indiana ...........GoWS..............

Iana ..............
Kentucky ...........

Lou1sans ............

Maine ...............

Maryland ...........
Massachusetts .....

Michigan ............
MLnnesota ...........
Mississippi ..........MLssouri .............

Montana ............
Nebraska ...........
Nevada ............
New Hamlahlre.....
New jersey ..........
New Mexico .........
New York ...........

North Carona --.

North Dakota .......
Ohio .................
Oklahoma ...........

Oregon ..............
Pennsylvanls ........
Rhode LgIand ........
lout?, CaroW,- ..
South Da.
Tonnessre.-----

Texas ...........
Utah ............
Vermont ............
Vigni.a......

Washington .........
West Virginia .......
Wisonsin ...........

Wyoming ...........

Chfld.welfe department.
Board of public welfare.
No State department ............
Department of social wevars..'..
ChWld-welfe bureau. ..........
Chlld-welfaro bureau, depsut-

ment of public welfare.
State board of eharlta..........
Board of public w.elre--......
Department of public we'Sar...
No division Ior children's work..
Division o child welfare, depart-

ment of public welfare
Board of State charit -.------
Child welfare divsion, b.ad of

control.
No division for children's work..
Cbildren's bureau..........
Board ofcharitd ando

tIona.
Bureau of social service depart-

mept of b*%h and welfare.
Board of State id and charitles..
Division of child guardianship,

department of public welfare.2
Department of public welfar...
Chlden's bureau, board of con-

trot.
No State department .........
State children's bureau .-------
Bureau of chil protection -.--
Bureau af child welfare.----
No division foe ehidren's work..

Stae ospd of c19 dens
tons.

Bureau of child welf e..
Division ofell wela, dpt-

meat of social welfare.
%ad of charities' sd public

welfare.
Children, t pau ---------------
Dlv so e rt6tes ............
Depart meant o(charltie and or.

rections.
Child welfare m ..ssion.
Department of welfare ..........Children's bureau, department

of C ie welfare.1
Ch6Ve',sbureauj ..............
Child welfare commission .......
Welfare division, department of

Institutions.
Chid ,welfare division. ..........
No State de t~ttment ............Depo tMesoI public welfare...
Chldre's bureau, department

of public welfare.
No staff In children's division...
Department of public welfare...
juvenile department, board of

control.
Board of charities and reform-....

$2.4840"

$
5
% 106 x18,27 A

1, 034 A
12%,98

3.000 A
14, 50 A

................

4,700 A

818.078",A
................106 000 A

7,100 A

806,500 A

12, 460 A
408, 006 E
84,085K
56.670 E

.......... ....
13,278 A13,000 A

................

37. U15 A
315900 A

36299 B
67,18 LB

31,44 E

6, 170 A
16, 173 A
14. 3W A12,44,0 A

297,10 A
43,926 E

0, 561 A
6,000 A6,9= A

2100A
....... 5- .. .

39,497 E

.......... ....
40, 80 A

7, 710 A

$%181,357 .......

42.933 B

11, 277 g

13, 440 A
206000 A

. 3... .. .. ..

2.1.

6C41
1.9
1&9

...4&T

14.
1. 9

9600A ......... 1 0
7, 500 A Sam .......

K ,7M A 7.3 .......

9,187 A $1
494 00A 2LX .......

34,00013
48, 72 E

10,380 A
7,750A

................36g,912A

287,419 A

26,482KE
6%,671 B

28,300 A

,45 A

8, 470 A

Sam

9.0

"iit

21.8
22.6

$.12.5
2.6

9.8

27.8
41.3
40.9

9,4" A L. .6M30W0A 211.0
... ""'I. ......

5,482 A
4,000 A

None

12, 580 A...... ....- . -
2400 A

31, 151 E

13,250 A

. . .. ........ ....

...........

................................ .....

IA, appropriation; 8, upenditures.
112-33 appropriation.

IBureau or division d ng child laCing mainly.
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As I said, the type of work contemplated by this section of the
act would be primarily to strengthen the State agencies of welfare
and enable them to go out into the local communities and help to
organize child-welfare services and to provide the types of care
that 'are so lacking and that have not been met by the Emergency
Relief Administrations. It is not contemplated that this section of
the bill will in any way relieve any State or local government or any
private agencies of the burdens that they are now carrying. It would
simply provide a general framework for ascertaining the extent of thechild-welfare problems of this country and trying to develop better
coordination of effort and more effective use of the services now
available.

To pass to section 701, title VII, page 50: This provides for an
appropriation of $4,000,000 for aid to the State agencies of health in
extending and strengthening the services for the health of mothers
and children, especially in the rural areas and areas Auffering from
severe economic distress. Of these amounts, it is provided that
there shall be available $2,040,000 for allocation to the States for
extending these maternal and child-health and maternity-nursing
services, especially in the rural areas, a first grant of $20,000 to each
.State and $1,000,000 to be distributed to the States in the proportion
which the number of live births in each State bears to the total
number ot live births in the United States. The States must match
this money, except that an amount of $800,000 isprovided for alloca-
tion by the Secretary of Labor to the States unable to match in full
these funds, for their use in matching. It is provided in all these
sections of title VII that except in extraordinary situations the
amounts of money made available by the States shall not be less than
the amounts available at the time of the passage of this act. The
reason is that we do not want to encourage the States to decrease
their appropriations in view of the Federal funds made available, but
we want rather to encourage them to increase the services provided.

Then there is an amount of $960,000 provided for demonstrations
and research in maternal care in rural areas and in other aspects of
maternal and child health.

Provisions as to the submission of plans and the approval of plans
by the Children's Bureau are included which are similar to those
in the section which we have already iscussed, the aid to welfare
services.

I should like to call the attention of the committee to the very
grcat need of maternal and child-health service and the decreased
facilities now available in the States and the local communities for
work of t hig kind. The infant death rates in this country have been
decreasing, for the past few years owing largely to the educational
work that has been carried on for a long period of years and to the
development of the public-health services. The decline in infant
mortalit was maintained during the first part of the depression
period but we find in comparing the rates for 1932 and 1933 that
insteaA of falling as it had For a number of years, the rate was sta-
tionary. In 1932 the infant death rate was 58 per thousand live
births, and in 1933 it was the same, 58, instead of a lower figure.
Advance figures made available in the public-health reports for 26
States for the first 6 months of 1934 show an actual increase in the
infant mortality. For these 26 States there was a rate of 62 for the

'350
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first 6 months of 1934 as compared with 59 for the corresponding
area in 1933 and 58 in 1932.

The testimony as to the effect of the depression on the nutrition
and health of children has been assembled elsewhere. There is a
report from Pennsylvania, for instance, based on examinations over
the State conducted under the auspices of the medical societies
showing an average of about 30 percent of the children examined
suffering from malnutrition, and there is testimony indicating the
shrinkage of State resources for combating the detrimental effects
of the depression on the health of the mothers and children.

I have here a table showing the maternal and child-health funds
available b the States in 1928 and 1934, showing the percentage of
decrease. Should like to file it if the committee permits.

TABLE VIL.-Funda for Slate maternal and child.health work

State

Delaware ...................Pennsylvania.
ae a. ..............

New H~rnpahitre .
Rhode Island .............
111L1s ................
Connec'icu: ........
New ;ersey ............
Wisconsin .............
Maryland ......... .Minesta ..........:::::
South Dakota ...............

Now York .............vir~inia ......................
Kentucky .............M:chis-f ...................

Texas. ......
] onta;i ....................

aio ....................
yOrt Dakota ...........
Nth c.. .............

Weshngon .................
WI ..................

Hyawinir ..................

Fl is ...................
Was Vrn ..............

I da .................
Cout arnia..........
(Fons.....Oio ......... ...... .
Olgoa ..................

South Carolina ...Teariess...... .
Alabama ....:........ ......
Arkansas ...."..........
Colo " --- .........
Indiana'. ..........
Nebra.. ...

Noew Me ............ :
Oklbhoma ..................
Uth .....................Ve rmont ...................

Totai funds

132621.96

78,278.00
20697& 62
24.27&.28
70,0M00

0,752.00

83,3654.00
47,.0
7.800

19,07.42
210,041.3
7874. 0
47,607.48
K64741.11t
49,186.81
77,902.82
2k,400. 00

t.000.00
49.619.66

S.,387.00D
46 076.88

110,000.00
30020
15,000.0040.443.&
18,451.99

'7,880.00
37,906.0

42,296.91
15' 800.0037.711.80
58767. 00
6173.0

16,63302
1%,000.0

53,97.0
17,00.00
1044.00
19,666

42,35.96
206,800.00

.%000.00

1926 Percent Percentincrease decrease
1934 1934 1034

Federal State over under
1928 1928

$1I. W4.01 $4 60.01 3 3000.00 &.. .
,810.99 1. 61099 48.9. .....

18,0O0.00 10, n 000 30 &2 .......
............ 7 27.00 8 &0 ..........

, ,9 71 21.1 6.0 & .........
14,078.28 10,200 ......... 0.9

............ D 070 .......00 . 1.3

............ 3 7.00 2939100.......... 10.3
312 6 86,879.00 ION,8712. '........... II.

2,751.62 3 B00 45,150.00.......... .14 6
19,2. 00 14.277.00 2 68.00.......... 20.0
26099.65 2 ,900.36 36 000.00.......... .24

7,500.00 .............. .8000.00.......... .38
15,253.71 7,21571 1%89.0 .......... . 3.9
80,041.78 130 000. 184,100 00.......... 3&0
2S.674.00 000.00 A 437.00 ........... 4 .6

6 64 211296.84 200.. 47.1
34,141.11 306 00.00 1,940.00. . 6.7
24,18&6.1 80 .00 2 .00 ........... 61.6
41,4M0.82 36,412.00 34,840.00............6&13700 , % 70o. 0o 10 No. 00..... 7.0
&%431.10 A 7.79 260. 00 ........... 3.7

,80a00 8. 306&, ........... 61.827,130.866 1226.0 18,80.00 ............ 62.
8,000 1.00 3,000.0.......... 64.2

22.,0768 27,l000.00 1.%150 . 0............60.1
7,8a0.m0 00 500.00 760
7,821.00 22,821. 00 7,00. 00 ............ 7&.72000.0 1,0.0 80.00 77,1

19,671.74 2 871.74 9,140.00. 77.4
11,259 6,715.96 4100.00. 77.8
31290.00 6,200 15,228.00. 78a
16,831.72 21,874.28 7,830. 00..... ! SM T
22, 7 29,746 43 10.04300. 61,21 ,263.48 15,210.00 4.70100........... 83.9
31, 21,21&.60 6, 60.00 84.4
7 ,60.00 8,000.00 1,43D.00 . 86
1,335.68 16,81 65 %,046.00 . 94.6
,767.00 3 00 00 5,912.00. 94.8

A2ex836A 38,39 2,520.00 ............ 9&.
21,817.81 1 ... .51
19200 21000.00 .................... ..........11, 90. 00 6, 0 000 .............. .............
10,00 O.00 5,000.00 .........
10,829.00 200..................
13,430.83 7,430.33 ...................
23,679.4 18,679.48 .............. .........
12, 00.00 FS 000.00 .......I

,000. 00 .......................

' For 4 States (CalIlnla, Connecticut, Michigan, and Wyowing), 1929 fgres Sre given.
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The CHAIRMAN. Yes.
Miss LENROOT. The percentage of decrease ranges from 0.9 to as

high as 96.1, and we have nine States now making no special appro-
riations for work of this kind. We have, on the other hand, five

States that show some increase in 1934 over 1928.
The CHAIRMAN. You are putting this tabulation of States in the

record, are you not?
Miss Ly.NROOT. Yes; I should be glad to insert this. There are now

23 States appropriating less than $10,000 for the entire State for pur-
poses of maternal and child-health work, and 14 of those 23 States
have less than $3,000 or nothing at all for this work. The apportion-
ment of money under title VII, section 701, and the apportionment in
comparison with State funds available in 1934 are shown in tables
VIII and IX.
TABLE VIII.-Apportionment under title VII, Maternal and Child Health, eec. 701

Total app Ation. rionent ofMe. jgj0 $10* S0,000 distr-
went $i1,ts ute on the ba

State plus 670,000 allot f o live births re-
rnent ported In 1933'

To .....................................................
Alabama ........................................................
Alaska ..........................................................
A rizona ---------------------------------------------------------

Arkansas .......................................................
California .......................................................
Cofrdo .4 ......................................................
Connecticut ............................................
Delaware .......................................................
District of Columbia ............................................
Florida .........................................................Ceorgia ................................................
HawAII..................................................
Idaho ..... .............................................
Imnos-- - - -- - --...........................................
Indiana .........................................................
Iowa ............................................................

.....t ...c ..y.........................................

Monana ................................................
Maine.... .......................................

M l d .....................................................M a .......................................................ne Htape... ....................................
Montana ---------------------...................................

Nebw sk.....................................................
New Hlampshire....................................-------
New Jr .....................................................

9ot Mexico .................................................ew York ------------........................................
North Cao na.................................................
North Dakota ...............................................
Ohio............................................---------
Oklshoma........................................--------
Oregon ..........................................................
Pennsylvania ...................................................
Puerto Rico .....................................................
Rhode Island ...................................................
South C . .lina- - - - - --.....................................
South Dakota ..................................................
Tennesee -......................................................
rexa ...........................................................

Utah ............................................................
Vermont ........................................................
Virginia .........................................................

Wisconsin .......................................................
Wyomif .......................................................

3 ,040. 0O0100
47.47M. 4
20,A 575
23. 76Z ,6
3, 57, 39
54,747.93
217, 2M6 77
n ,39020
21.816.21
24,610. O0
31,88. 50
4. 24068
24, 859. 14
23, 962 .61
69,971.34
43, 376 45
3M326 53
34,2433
45.62t009
M34A64
27,003.21
32, 707.01
49,3033
57,474. 0
40, 61& 70
40, 5M 58
48,524.03
24,143.99
31,199.67
20, 62 55
2341g.87
459092
2%6897.78

108. 69.77
5 X4,9268
26,107.6L
64., .532
40 23& 36
2 6627
92 72& 40
A0,764.02
24, 793.4
38,671.06
2,954. 79
43,222 71
2.551 33
22,839. 16
43. 7M5 8
29. O0 I

43,343.37
21,94&.19

1. 0M. 0003
27.47 45

3,786Z15
16. 57. 39
34, 747.93

7, 9377
10 39 20
1,31&21
4,81M00

11,25. o

4,859.14
3,982 61

49,971.34
23.37 5

14,2411
i5,4I068 47,0Z=31

12,707.01
29,33 03
37.474 I
20,613.70
20. W1 %0
28,524.63
4,145.19

11199.67.

3,419.7

3.968
6e. l.i

7. 727 .7

S0. 7 1.

ig, 7o.,66

9'emlt
38670.77

34,92863

0, 41701

I Alaaka apportionment based on live births reported for the 2-ye&r period 1931-32, llawaii and Puerto
Rico. 1931
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TABLE IX.-Apporlionmnl under title VII Maternal and Child IealtA, #ce. 701,
compared wih Stale funds available in 1934

1934 Stat. Total appor. Exces of total Excess o-ud for o ve totaefns
State matenal for tknent under apportionment over total

Statehaland title VII, seo. over State apportion.

work 701 fonda mert

Alabama .................................. $ 20. 00 $47,47845 44,9 4 ..............
Alaska .................................................... - 20,52.75 =20, .75 ...........
Arizona .. 1................................ i89.00 23,71 10,87255...........
Arkansa ................................. 8................ 57839 3' 57m39...........
CaLOIfr 1 ................................ 22. 00 54,747.93 42,52.93...........
Colorado ................................................. 27. 95. 77 27, 77 ...........
Counectict .............................. 29391 00 30,3900 9K30.---------
Delaware ................................ 33.000. O 2 M 21 ................ $1 .. iiS&79
Dlstrct of Columbia ..................... 44. 000. O 24.61000- ......,...... . 19,390.0
Ford ................................... 7,330.00 31. s 0 24, M 50 ..............
Georgia ..---------------------------- 26400.00 45.24&08 2140.66...........
Hawaii-------------------------------4.100.00 24,6%14 A0750.14 .............
Idaho--------------------------------1,4X000 23,96141 23,53261.............
Illinois------------------------------69,070.00 f971.34 901.34............
Indiana ................................................... 43,37&845 43,376.45. ........
lows-------------------------------6.00 3& 326.53 31,72& 53.............
Kansas ................................... 8, 000.0 34,24Z 13 242.13 ..............
Kentucky ................................ - 2520 00 45.60109 k 42009...........
Lusians- ................................ 7,O0.C 3,40.4 314064...........
Mai2 ................................... 26,300.00 27,00. 21 703.21 ..............
Marylan0 ................................ 2, $a 00 32,707.01 4,86101 ..............
Massachusetts ........................... 8 .50.0 49, 33 ................ 31,4. 7
Michigan ................................ 31,940.00 57,474.10 25,534.10 ..............
Minnesota ............................... 3C.%On 00 40,613.0 4,61370...........
Mssippl---------------------------3.,150.00 40,5013W 2,32.58.............
MILss ur I ................................. 23.799.00 4t 624.03 2,72.03 ..............
Montana ................................. l . 00 24.143.99 1,64& 99 ..............
Nebrask a ................................................. 31.199.67 31,199.67...........
Nevada------------------------------------------...... 20,636.55 206,6265............
New Hampshire ......................... 21,6 0.0 23,419.87 1, 7W9. 87...........
New Jersey .............................. 103,8700 496.92- ......... ..... :6i7,91i
New Mrexlco ............................................. n 697.78 2 . 697.7 ..............
New York ............................... 134400. 00 106 66 77 ---------------- 27, 30. 23
North Carolina .......................... - - - - 350.00 5,92608 36,42.68 ...........
North Dakota ........................... 3,05.00 2, 137.61 23,051.61...........
Ohio ..................................... 1004&,00 4 35& 62 ,307. 62...........
Oklahoma ................................................ 40.23 36 40, 23& 386 ..............
Oregon ................................... 4,701.00 2,660.27 206 939. 27 ...........
Pennsylvania ............................ 197, 39. 00 92,73.40 ................ 104. 81.60
Puerto Rico I ............................ ',61122 , 786.02 4,15L80 ..............
Rose Island ............................. 24,06 O0 24,793.84 72884 ..............
South Carolina .......................... . %04 .00 38.671.0 36.625 .06 .......
South Dakota ............................ .000. O 295.79 20. 95C 79 ...........
Tennessee ................................ ,912.00 43,22171 40.310.71 ..............
Texas .................................... 34,840.00 0l96. 8, 3,149.8...........

Vermont .............................................. 2, b39. l Z83P.16 ...............
Virginia .................................. 4%37100 43,734.88 3688 ..............
Washington .............................. 3,00.00 29, 670.13 24,70. i ..............
West Virgnia ............................ 9,140.00 3K,792. 27,6150...........
Wisvonn ................................ 4k,3.00 43,341.57 ................ 643
Wyoming ................................ 2, 5 00 21,948.19 19, 448.19 ..............

Total ................................ 1, 81.22 ,040.000.00 1,3 ,79L ..............

' For Bureau of Child Hygiene, fiscal year 1933-34.

The extent to which the mothers and babies of this country are
without the, fundamental services necessary to insure an adequate
start in life are shown by some studies that have been recently made.
For e-ample, we know that the public-health nurse is a fundamental
agent fi improving maternal and infant mortality. She is the one
toat goes to the home or sees the mother in the clinic and explains to
the mother the reason for her putting herself under medical care early
in pregnancy, and she is the one who after the baby is born helps the
mother to learn the best way of feeding and caring for the baby, o
course under medical instruction. We have reports as to the public
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health nursing services available in the counties of 24 States in 1934,
and I should like to call the attention of the committee to the fact
that these 24 States are not by any means the worst States. They
are States that would average up fairly well in the provision that they
are making when compared to the rest of the country; and yet, of
1,017 rural counties in these States, there are only 370, or about one-
third, that have any permanent county-wide nursing service. We
took the population in the rural counties in those States and estimated
the percentage of the total population in these counties served by per-
manent county-wide nursing services, and the percentage without any
such service, and we found that 54 percent of the population in these
counties was without any service of this kind at all; and frequently
when the statement is made that a county has county-wide nursing
service, it may mean only one nurse for the entire county.

TABLE X.-Permanent public-health nursing se'ce in the counties of 14 States,
1934 1

Population I of counties

Number of
counties Percent

Number distriba.tlion

Total counties In States ....................... ................

Permanent nursing service .......................................... 833 ..... ...........

County-sIde service ............................................ an .......................
Loce] service only ............................................. 197. ............

No permanent nursing service ...................................... . -.. .....................

Total rural counties In States ................................. 1.017 19, 3 274 I00

Permanent county-wide nursing service ........................ 30 9.036,336 48
No perms Aent county-wide nursing service ......................... 647 10 3 M938 54

1 Compiled from data received by Uuited States Children's Bureau from Stat6 health departments.
IPopulation-1930 United States Census.

Another way of estimating the extent of the need is to ascertain
the extent to which prenatal and child-health centers exist where
mothers can come to be examined themselves by a physician or have
their children examined by physicians to determine whether they are
in a normal state of health and of growth, or whether they need spe-
cial attention. We have figures for 18 States, and again these are
the States that are relatively well supplied as compared with the
rest of the country. Of the urban counties in those States, totaling
241, 45 percent are without any prenatal or child-health centers of
this kind, and in the rural counties 89 percent are without any pre-
natal or child-health centers of this kind.

I shall file this.
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TABLE XI.-PermanenL prenatal and dhild-Aealh center# in the countiaee of 18
Sttes, 19841

Number of Percent dis-
countlie tribution

Total counties ............................................................ 982 100

Prenatal and child-health centers ............................................... 220 22

Both prenatal and child-health centers ...................................... 137 ............
Prenatal centers only ....................................................... 6
Child-health centers oyly ................................................... 77

Neither prenatal nr child-health centers ....................................... 762 78

Urban counties ............................................................. 261 100

Prenatal and chbild-ealth centers ............................................... 144 5

Both prenatal and child-health centers ...................................... 97 ............
Prenat&l centers only ...................................................... 4.
Child-health centers only ................................................. 43.

Neither rental nor child-health centers ........................................ II1 45

Rural counties .............................................................. 71 200

Prenatal and child-health centers ............................................... 76 11

Both prenatal and child-health centers ................................... 40.
Prenatal centers only .................................................... 2 ...........
Child-health centers only ............................................... U.

Neither prenatal nor child-health centers ....................................... 45 89

I Compiled from data received by U. S. Children's Bti.,eau from State health depatments.

Senator COUSENS. Would the extension of these activities be neces-
sary if the rest" of the program were adopted?

Miss LLNROOT. Yes; I think they woud, Senator, because in spite
of what we can do in providing greater economic security, there Will
be a great deal in the way of public-health service necessary to bring
to both the rural families, many of which will not be reached by the
economic-security measures, and the families in the smaller towns,
the type of help and care that they need in order to keep the mothers
informed, first of all, as to the standards of maternal care so that the
mothers may know what to demand, and secondly, to enable them to
have the best information as to the ways by which their babies ought
to be taken care of.

I have also figures showing the adequacy of milk supply in 3,500
families under the care of public-health nursing agencies in 25 cities,
as of November 1934. I am inserting this with the permission of the
committee to show the conditions making necessary unusual and in-
creased efforts for child health in this period. In the families included
in this study, there were 66 percent receiving less than 50 percent of
the amount-of milk that is estimated to be necessary for the family.
I am including in this table the standard by which these percentages
were arrived at. We divided these into families receiving relief and
families not receiving relief, and we find that of the relief families,
64 percent had no milk (in the case of 6 percent of the families) or
less than 50 percent of the amount necessary, while of the nonrelief
families largely of low economic standards, only 49 percent had had
less than 50 percent of the amount considered adequate.
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TABL XlIl.-Adequacy of milk supply in 8,500 families under the core of
pu7ic-heaRh nursing ageneie in 25 cities, Noetuber 1984

ADEQUACY OF MILK SUPPLY FOR FAMILY

Families

Total Recelirog relief Not receiving relief Not re-

Percent Percent Percent ether
Number distribu- Number distrlbu- Number dIstrebu e

tlon tlon tion relief

Total families ............ 3,500 .......... 1,526 .......... 1,825 ......... 14

Total reported .................. 3,4W 100 1,611 100 1.805 100 143

Mors than adequate ..... 197 6 50 3 141 S
Adequate............... .... ls 1 38 2 ..........
Inaequate ............... 3"209 93 1,446 1 I.626 90 137

7a perMt ., les than 100
percent of amount
OeOessM .............. 5 it 134 9 217 12 14

80 percent, less than 75
percent of amount

25 perelee han -0
percent Of amount

e .......... 997 9 29 328 29 33
Lestan 25 percent of

amount necessary...- 809 23 431 29 331 1 47
No milk ................ 130 4 88 6 32 2 10

Not reported ................... 41 ---------- 15 I--- 23 ---------- 3

ADEQUACY OF MILK FOR CHILDREN UNDER 6 YEARS OF AGE IF ALL TAKEN
BY FAMILY HAD BEEN USED FOR CHILDREN OF THIS AGE

Total familes ............ 3.0 ......... 1,2 .......... 1,828 .......... 146

Total reported .................. . 29, 1O 1,078 100 1,115 100 102

Adequate............... 1,263 55 625 49 092 62 46
Inadequate.............. 1.032 45 5 1 423 38 

Not repot ed ................... 27 .......... I ---------- i2 ..........
No cbldren under 6, or nursing

children ooy ................. 1 1 08 .......... 439 .......... W .......... 42

Amsi of milk
Adequacy of mlk supply determined by standard: ,.esar per

Children under 1 year: week, tuwrt
If mother is nursing -------------------------------------- 0
If mother is not nursing ----------------------------------- 7

Children I to 5 years ......................................... 7
6 to 15 years ------------------------------------------------ 5
16 to 20 years ----------------------------------------------- 5
Adult not pregnant or nursing --------------------------------- 3. 5
Adult pregnant or nursing ------------------------------------- 7

I have also figures for these families as to reports of the mothers
and the visiting nurses with reference to the extent to which there
were physical defects or conditions needing attention in the children
in these families. Of course these figures are not based on medical
examinations. With medical examinations we would have found a
very much larger percentage with defects. The gross conditions
apparent to the mothers and nurses are, however, of interest- We
found that among the 31 percent of the children in these families
who had these conditions and apparently were in need of care, there
were 1,336 children for whom no treatment was arranged for. In
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833 of these cases the lack of treatment was ascribed to financial
necessity.

TABLE XIIL-Physical defects or condition. needing aUention as reported by mother
to Visiting nurse among 9,470 children included in 3,500 families under the care of
public-health nursing agencies in 25 cities, Norember 1964

Ag of child

Total Under I year year, under yems. under
Physical defects or conditions ers 1 "

needing attention

Per. Per- Pet- Per-
Nurn- cent Num- cent Num- cent Num- cent

bet distri- bet distrl- bet distrl- bet distrl-
bution button button button

Total children .................. 9,472 100 .238 100 3.509 1O0 4,725 100
No defects..........................6657 69 1,059 8 2. 73 %.240 62

Defect............................%916 111 179 14 951 27 179.5 36

Treatment reported .......... 23. .M3 ........ 172 ........ ..... I'33

Treatment azrranted for. 1 407 ..... 146 ......... 1.. .... 848 ...
Treatment not arranged r3tu ........ 27 ........ 424 ........ 88 .......

ot-

Financial reasons................ .33..... 9 ........ 240 ........ 684 .......
Other reason ................... 4........ 13...... . . 5 --- 2........
Reasons not reported ............ 100........ 3 ........ 31........ ........

Treatment not reported..-. 82......... 7 ......... 23 ......... ...

I have here a table showing the trend in infant mortality over a
considerable period, and I have maps showing the great variation
between the States as to infant-mortality rates. I think these are
important because they show that even though we have a much
lower infant-mortality rate than we did a number of year ago, wehave parts of the country where the rate is still exceedingly high and
where the need for work of the kind proposed in this bill is exceedingly
great.

TABLE XIV.-Trend of mortality in the first day, first month, and first year of life
in the United States expanding birth.registration area, 1915-31

[Deaths per 1,000 live births]

Rate In the Ratein the Rate in the
Year first day first month Ara

Of lfe of life ofe

1915 ................................................................ Is 44 100
1916 ................................................................ 15 44 1011917 ................................................................ is 43 %
1918 ................................................................ 1 44 1011919 ................................................................ 14 41 87
120 ...................................................... 15 42 S81921 ......................................... 34 40 7192............................................... 1 40 78
im ............................................. = .... .......... is 40 79m ...................................................... IS 40 77
1924...................................................... is 39 71
192 ....................................................... 15 38
1934...................................................... I 38 PS39,. ..................................................... 13 3 651M . . . . . .. . . . . . ...928. .. . . .. . .. . .. . . . 15 37 69
192 ...................................................... 15 37 8

M U. . . . . . . . .. 3s 86 65393 . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. Is 35 82192........................................................ I 1 4 581933.................... ................................... s 11 4 M8

Source: U. F. Bureau of the Census.



358 9ooNOMIC szcum'ry AOr

I have'here a map showing infant mortality in the United States
in 1933. The black States [indicating] on the map are Arizona and
New Mexico, and they have rates of 90 or more deaths per thousand
live births. The rates in these States with the verticallines are 65
to 89, and in contrast with these States in which so much work is
needed, especially in the rural areas, we have these lighter-lined
States where the rates are much better.

SenatorCOsTIOAN. Have Arizona and New Mexico been notable
for the absence of maternity information services?

Miss LENROOT. They have not had, especially in Arizona I think,
adequate maternal and child health service, and of course these States
have a very large Mexican population, with a good deal of poverty,
and the rates in the Mexican population are very high.

Senator COSTIOAN. What is the reason for the large mortality rate
in the Southern States, generally?

Miss .LENROOT. Of course the Negro population has a good deal
to do with it. The infant mortality rates are always higher among
Negroes than among the correspondi'groups of whites, probably
because of the economic conditions of the Negroes and the fact that
to a very great extent they do not. have the medical services available
nor the health services. I think that others who are to testify before
this committee from some of the Southern States will show the very
great extent to which there is absence of any medical care at all at
the time of death or at the time of childbirth.

The CHAIRMAN. I notice, Miss Lenroot, that my State, Mississippi
is in the second category. It seems as though it were in fairly good
shape and we have about 250,000 more of the colored population than
the white.

Miss LINROOT. I want to say that for many years Senator, you
have had remarkable w6rk being done in Mississippi ty Dr. Under-
wood in your health department.

Senator GUFFEY. Is the infant mortality greater with the Mexicans
than with other people?

Miss LzNROOT. I can supply that.
Senator GUFFEY. I would like very much to see those figures.
Miss LENROOT. I will supply those.
(The matter referred to is as follows:)

NEW MIXICO

(Infornatlon received by Children's Bureau from Dr. J. Roelyn Earp, director of public health.
bureou of public welfare, Santa e)

Infant mortality rates for 1933, based on character of name given on birth
and death certificates: Spanish American, 173.8; Anglo American, 61.7.

CALIFORNIA

(C..idornta State Department of Putbli Health Weekly Bulktin, vol. xitl, no. 12, Apr. 21, 1934, p. 45)

Infard morlality rate (1933) for Negro, Chtineue, Japause, and Mexicans

Race:
White ------------------------------------------------------ 40.4
Negro-------------------------------------------------- 61.2
Indian--------------------------------------------------- 122.3
C h in ese . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 0 . 6
Japanese ------------------------------------------------ 4 0
Mexican --------------------------------------------------- 121.4O thers ------------------------------------------------------- 91.5
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Infant mortality in t Belvedere section of Lot Angrlee County, 1938 and 1985

You Total Am c Makn

1333 ...................................................................... 3366 171 t &2
132 ...................................................................... 37.07 24.7 4& OR

From Annual Report, Loa Anles County Flsth Department, 193, p. 47, and explanatoq Jetter
from Dr. Anna E. Rude toChire a'm Borew, dated Oct. 31, 1934.

Mexican infanl mortality in Denver

Denver infant death rate --------------------------------------------- 86
Mexican Infant death rate ------------------------------------------- 193

From Infant and Maternal Mortaliy In Deaver, F. P. Gengenbaecb, M. D., Denver, Colo. "iTi
Imrnal of Pedlatrl& vol., a. m6 pp. 719-72L.
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Senator BARKLEY. Is there any relationship between infant-inor.
tality and political mortality in Mississippi? [Laughter.]

Miss. LENROOT. I want to say Senator that Kentucky shows up
even better than Mississippi. br. McC!ormack has done notable
work. The maternal mortality is shown on this map [indicatingj and
there we have a similar variation among States. I would like to
know whether the committee would like to have these maps? . -

The CHAI4MAN. It is difficult to put them in the record. If we
have one for each member of the committee, it would be better.
Maps of that character are expensive to reproduce, and it takes a
long time to have it done by the Goveznment Printing Office, usuAlly.

Miss LENROOT. Perhaps I could have available a few copies for
the members of the commiittee.

Trw CHAIRMAN. Give us one for each member of the committee
if you can, or if you cannot, give us as many as you can.

Miss LENROOT. I might put in some tabulation showing it.
The CHAIRMAN. Yes, you might put in tables and some description

of the States with reference to the matter.
Miss LENROOT. In addition to table XV which shows the trend of

infant mortality I will be glad to insert material on the trend of
maternal mortality in the United States.

I have also certain comparisons to give you regarding maternal
deaths in this country and certain foreign countries. I will be glad to
insert those if you want them, and also infant mortality comparisons.

The CHAIRMAN. Yes.
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TABLE XVlI.--Trnd of maternal mortality in the United States and certain foreign
countries

Maternal deaths I per 10,000 live births

C ou n try 1919 1920 921 9 Z 1 9M 1 9 1 W 1 192 1Oi93 1 932i 1933

Australia ........... 43 3 477 47 45 31, 36960 81 3 653 1
Beum ............ 72 607 3 6801 6760 82 49 48 ....

a ............. . 1 4 6 7 88 8 7 50 150.
Chile ............... 7372828779 80746161888978 68 75 ?1....
Ctechslov.aka .................. 37 40 37 34 32 31 U 34 38 40 43 41 4 43 '48
Denmark ......... .................... 12062324273127 32 3 40 35 36
E-glandandWales. 42 41 39 38 44 43 39 38 38 39 41 41 41 44 43 44 41 42 '43.
Estonia ............................. 45 40 38 41 41 80 48 49 43 34 ....
Finland ............. 36 33 3031382932300.................
Germany .......................... . .... ........ 3 04982 5 4 1 ........
Greece ............... ................ 73728588678616 71 ..........
Hungry ........... .. 42408293229 028312932303434 3 37 37 ....
Irish Free 8tat ..... 3749447460 7448449454941 4 43 46 ....
Italy ............. 227 037 29 26252722 26262829 2728 30....
Iarn............. 3 6 3 8333353334813027282828 2727 25....
Lthuania .......... .... ........................... 89 8 80 50 67 0 62 85 61
Netherlands ........ ........ 29332423252324 2293434 3 32 30132
New Zealand ....... 4790 51 11047434949481 48 41 44
Northern reland... 88012 4749454488488249 83 1 83....
Norway ............ 2728 0 3034262225 2273225303 2 26 ....
Salvador ............ .... . ..... 757485087808 63851834958.
Sootland .......... 6157870826264 8884 68 626 6 470169 0 80
Sweden ............. 292725 2727 2 2324262928333 3 37 '27....
Switterland ........ .. 348 511578&848 48543443744444344 444
United 8tates'.....61 628892749068 878865686970 6 66 63 62
Uruguay ........... 222932302 33 2727223022 243 24 .... ....

3Deaths assigned to pregnancy and childbirth.
' Provisional.
I The United States eipending birth retgtration area. In 1915 It comprised 10 States and the District of

Columbia; In 1933 the entire continental United States.

Figures from offclal sources.

Miss LENROOT. The types of work that would be contemplated
under this section of the bill, 8s I say, would be mainly enabling the
State agencies of health to go into local areas and help the local areas
to develop the public-health nursing and the prenatal and child-
heshlt activities, and the work that is necessary to help the States
bring to midwives the instruction in the care of maternity cases
which is Fo much needed.

The CHAIRMAN. Have you conferred with the State health officers
of the various States as to their reaction to the provisions of this bill?

Miss LENBOOT. Yes, Senator; with several of them, and I was just
coming to that. I wanted to point out that these sections of the bill
were developed in consultation with an advisory committee on child
welfare a pointed by the Secretary of Labor as chairman of the
Cabinet Committee, and on that committee was Dr. Abercrombie, of
Georia, who is the chairman of the Conference of State and Provincial
Health Authorities of North America. le sat with us and worked
with us very closely in the development of the report to the Committee
on Economic Security. Moreover, the technical expert on the staff
of the Committee on Economic Security working on public-health
report covered by title VIII of this bill was consulted, and one mem-
ber of our advisory committee was also a member of the Public
Health Advisory Committee, so that title VII and title VIII have
been developed in harmony, and there is full agreement as to both
titles of the bill.

Moreover, a number of the health officers, such as Dr. Underwood
of Mississippi, who is here, and Dr. Chesley of Minnesota, and other
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health offlcrs, have been consulted with reference to these recommen-
dations. We hava had also medical representation in the group
working with us in developing suggestions for title VII. Dr. Adair,
professor of obstetrics in the University of Chicago, and a very
eminent obstetrician; Dr. Grulee, professor of pediatrics in the Rush
Medical College; and Dr. Grover"Powers, professor of pediatrics
in Yale University, were members of our advisory committee and
worked with us; and Dr. Eliot, the Assistant Chief of the Children's
Bureau, is herself a pediatrician and associate professor of pediatrics
at Yale. We have also conferred with other representatives of the
medical profession with reference to the recommendations incor-
porated in this title of the bill.

I should also like to file with the committee a list of the members
of the. Children's Bureau Advisory Committees on Obstetrics and
Pediatrics who have worked with us for many years on the various
aspects of our program relating to maternal and child health. I
shall file a list of the committee members with the permission of the
chairman.

Obstetric advisory committee:
Dr. Fred Adair, professor of obstetrics University of Chicago.
Dr. Robert De Normandie, clinical professor, department of

obstetrics, Harvard Medical School.
Dr. James L. McCord, professor of obstetrics, Emory University,

Atlanta.
Pediatric advisory committee:
Dr. Richard M. Smith, professor of child hygiene, Harvard School

of Public Health, representing American Pediatric Society.Dr. Julius HIess, professor of pediatrics, Illinois Medical School,
representing American Medical Association.

Ir Samuel McClintock Hamill, chairman Pennsylvania Emergency
Child Health Committee, representing American Academy of
Pediatrics.

Dr. Howard C. Carpenter, representing American Child Health
Association.

We have a maternal and child-health division, of which Dr. Eliot
was the head until recently when she was promoted to the position of
Assistant Chief of the Bureau, and we have a competent medical
staff in the Bureau which of course would have to be enlarged to some
,extent to carry out the provisions of this act.

The types of demonstration service that might be carried on under
this act are particularly important from the point of view of those
States, shown on this map, and the groups of the population especially
in need of attention-those in the rural areas, the Mexicans and other
groups in special need. Such demonstrations would include those of
administrative procedure and health services of an intensive nature
such as were carried on a number of years ago by the Child Health
Association and the Commonwealth Fund; studies of the adequacy of
facilities for maternal care in communities of different types; study
of infant mortality where it is particularly high; studies of nutritional
condition of children and of the effect of inadequate food and dietary
deficiencies on the growth and development of children; studies of
the health and nutrition of adolescent children, both those entering
industry and those in school; study of the causes of dental defects in
children and pregnant mothers; and studies of nervous instability
related to behavior problems.
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If the committee wishes, I will proceed to the section of the bill
dealing with the care of crippled children, section 702, page 54.
This section of the bill provides for $3,000,000 to be used, again in
cooperation with the State agencies, in the provision of medical care
and other services for crippled children, especially in rural areas, to be
granted on a matching basis if possible, with certain exceptions when
unusual need is shown.

The amount,will be $10,000 to each State and the remainder on the
basis of need. This need refers not only to financial need, but also to
the number of crippled children in different areas. I have here two
maps showing the distribution of poliomyelitis in the States, and
showing the shifts in the areas where that condition is prevalent.
This map (indicating) shows the distribution of infantile paralysis
poliomyelitis, in the States, from 1915 to 1929. The yellow-colored
States have less than 2 per 100,000 population; the black-colored
States have 10 or more cases per hundred thousand; the purple-
colored States, 6 to 10 cases per 100,000. The map for 1930 to 1933
shows the same thing, but it indicates the different distribution.
You see that on this map (indicating) the black States show up some-
what differently than on the former map. We have felt that it was
necessary to leave the allocation of the funds somewhat flexible so as
to get promptly to the areas where there were prevailing conditions
that were likely to lead to crippling and provide medical care andphysiotherapy.The CHA^IRMAN. What does the white space on that map mean?

That they have no cases at all?
Miss LENROOT. "Not reported." Kentucky shows "not reported."
The CHAIRMAN. Is that due to the inefficiency of the public-health

service in that State?
Senator BARKLnY. Due to the efficiency: It has been eradicated.

(Laughter.)
Miss LENROOT. Perhaps there was none to report. This form of

care and service to children is very closely related to health and wel-
fare services contemplated by the other sections of the bill, because
of course, there are many conditions in the homes of the crippled
children needing social-service attention. If we can get this public
child health and welfare service extended throughout the poorer
areas of the country, we shall avoid the situations which now exist
in many pltees of having crippled children overlooked and neglected.

The CHAIRMAN. "Crippled children" is not confined to infantile
paralysis?

Miss LENROOT. No. I have figures showing that in New Jersey,
figures for a recent year showed one-third of the cases due to infantile
paralysis. I presume the distribution would vary. It varies, I
believe, from about 15 percent to about 51 percent in the various
studies as to the causes leading to crippling.

The types of service that would be carried on here would be largely
restorative, preventive, and medical and health services. The
Children's Bureau would contemplate developing very close coopera-
tive relationships with the Division of Vocational Rehabilitation in
the Office of Education. That program provides about $1,100,000 a
yeqr for the rehabilitation and education of employable persons dis-
abled or physically handicapped, 14 years of age and over. The two
programs could be well integrated; I think, and we have been in



ECONOMIC SECURITY AOT

consultation with members of the staff of the Division of Vocational
Rehabilitation and also with others- interested in this vocational-
rehabilitation program.

Senator CouzzNs. What problems have you with the blind?
Miss LENROOT. The problem of the blind, of course, is partly a

medical problem and to a very great extent an educational problem.
Senator COUZENS. What I am trying to get at, are there any voca-

tional efforts with the blind?
Miss LENROOT. Yes; I believe the blind would be included under

the vocational rehabilitation the blind, the deaf, and all types of
physically handicapped would be included. There are only 10 States
that now; have anything like a State-wide system prodding for the
care of the kind contemplated in this bill. 'hese States are Florida,
Kentucky, Michigan, New Jersey, New York, North Carolina, Ohio,
Pennsylvania, Vermont, and Wisconsin.

There are a total of 35 States that have made provision of some
kind for ca-e and treatment, but in some of these States the amounts
of money are very inadequate, as little as $3,000 a year for the entire
State. I might say that in conversation with some of the people
interested in this study in the last few day, I have had instances
brought to my attention of the extent to which services for crippled
children have'been curtailed because of financial conditions. For in-
stance, I was talking the other day to a person who is concerned with
the administration of the juvenile court work throughout a State, or
was until recently. The juvenile courts in that State have jurisdic-
tion over crippled children. He said that while he had no statistics
available, he had conversation frequently with judges of the juvenile
court, and that cases were brought to his attention where the judges,
because of lack of funds, did not feel that they could commit children
for care, and that in some cases where a judge formerly would have
ordered an expensive operation, he now contented himself with order-
ing a brace for the limb of the child.

In other States also it has been reported to me that services for-
merly available had been curtailed during the depression period.
The types of work that would b provided under this section of the
act would include such things as location and registration of crippled
children by surveys or by a school census; the development and ex-
tension of diagnostic and follow-up clinics, either permanent or itin-
erant or both, under the staff of a physician and nurse and assisted
by county social workers, physiotherapists; and the provision of
medical and nursing care and after care, in the child's home, in a
hospital, in a convalescent home or in a foster home. There might
be a necessity of bringing some educational facilities to these children,
especially in the rural areas, but the aim would be to coordinate this
program" with the educational program being carried on under the
Division of Vocational Rehabilitation.

Now, Mr. Chairman, I think that concludes my statement. I
shall be very happy to answer any questions.

The CHAIRMAN. Are there any questions?
(No response.)
The CHAIRMAN. The committee thanks you very much, Miss

Lenroot and we may want you here later on when we begin to take up
this bill paragraph by paragraph.

Miss LENROOT./I shall be very happy to be at the comnttee's
disposal.
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_The CHAIRMAN. I desire to place in the record certain letters and
statements relating to S. 1130 which have been submitted to me.

(The letters and statements above referred to follow:)
NATIONAL CATHOLIC WELFARE CONFERENCE,

H[on. PAT HARRISON, Washington, D. C., February 4, 1935.

Chairman Finance Committee, United States Senate,
Washington, D. C.

DEAR MR. CH IRMAN: The administrative committee of the National Catholic
Welfare Conference would not, of course, venture to express a detailed opinion
on the proposed Economic Security Act as a blanket measure. Many expert
minds were called into service in the compiling of that act; and to specialists,
the wisdom of many of its measures must be left.

Everything that promotes just legislation, and particularly such legislation as
is beneficial and helpful to our needy citizens In this time of wide-spread distress,
has received and will receive the full support of the National Catholic Welfare
Conference.

But the administrative committee of the National Catholic Welfare Conference
respectifully submits that this proposed legislation to be known under the title
of the"Economic Security Act," should explicitly go justice to every agency that
contributes to the public welfare.

The President and many other public leaders of the day have appealed time
and again for the generous support of the private agency of prevention and relief.
The private agency has played an essential part and is today playing an extended
and essential part in the actual care of the unemployed, of the aged, of needy
mothers, of the sick and injured, of the orphans, of those mentally or physically
handicapped.

The administrative committee of the National Catholic Welfare Conference
respectfully requests that this recognized and most laudable work of piivate
institutions, fostered by the members of every religious denomination and of
none--and always encouraged in our Nation's history by both State and Federal
authoritles--be not further burdened because of any unfavorable Interpretation
of any of the provisions of the proposed Economic Security Act; but that such
legislation make it explicit that no State is prohibited, through acceptance of
Federal funds, from u9ing as agencies of relief and prevention the private institu-
tion, hospital or home. This legislation would then recognize--what is pre-
eminently true--that the private institution is an essential element in the promo-
tion of that self-sacrifice so necessary to the happiness and prosperity of our
country.

Thanking you In the name of the administrative committee for the considera-
tion you will give to Its petition, we remain,

Respectfully yours, JOHN J. BURKE, C. S. P.,

General Secretary.

AMERICAN CHILD RZALTH ASSOCIATION,
New York City, February 1, 1935.

Hon. PAT HARRISON,
Chairman Senate Finance Committee, Washington, D. C.

DEAR SENATOR HARRISON: May I be permitted to file this letter as a part of
the Senate hearing concerning bill S. 1130, especially title VII and title VIII?

For 18 years I (Samuel J. Crumbine, M. D.) was engaged in the practice of
medicine at Dodge City, Kans. I then became State Health Officer of Kansas,
serving in that capacity for 19 yesrs, and for 11 of these years as dean of the
school of medicine of the University of Kansas. In 1023 1 came to New York
to the American Child Health Association, whose general executive I have been
for 10 years.

The experience of these 48 years in private practice, and in public health, is
the basis for my belief and conviction that there must be aggressive efforts looking
toward the prevention of infant and maternal mortality, and the promotion of
child health. The loss each year of about 14,000 mothers in childbirth means
that a large proportion of the homes in which the deaths occur will be broken.
The cumulative effect of this tragedy, during the years that ha ve passed and in
the years to come, Is an appalling menace to the home which Is the bulwark of
our national and racial staclity, and the foundation of our civilization. Among
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older children the broken home is often a cause of delinquency. Because of the
death of these mothers a mighty army of orphaned children is constantly growing,
from which come the every Increasing army of dependents and delinquents.

A number of years ago this very condition was so apparent to the social workers
of the New York Association for Improving the Condition of the Poor that they
organized a clinic for prenatal care, one of the first organized in this country for
the purpose of not only cutting down the death rate of mothers, but also as a means
for reducing the annual influx of dependent and delinquent children occasioned
by the death of the mother and the consequent disruption of the family.

In my judgment prenatal clinics should be established all over the country
in cooperation with the medical profession and under the supervision of the
official agencies. This much-needed program might be attainable under the
provisions of the security bill.

Health programs such as these are basic for economic and social progress and
for the physical and mental development of the race.Very tru lyy yours, S. T. CRUMSINE, General Hrecutive.

THE JOHNS Hoprms UNIVERSITY,

HOn. PAT HARRISON, Baltimore, Md., January t9, 1935.
Chairman Senate Finance Committee,

I Washington, D. C.
DEAR Ms. HARRISON: I am writing you as chairman of the Senate Finance

Committee In reference to Mr. Wagner s bill S. 1130. I am particularly inter-
ested in paragraph 3 on page 52, under title VII, on maternal and child health.

Permit me to emphasize my belief in the need for special demonstrations and
research in maternal care in rural areas and other aspects of maternal and child
health This work, if financed would, I believe, be under the supervision of
Dr. Martha M. Eliot, of the Children's Bureau, who is a person exceptionally
qualified for both the planning and conduct of research in the field mentioned.
I feet quite confident because of my long acquaintance with her that any funds
made available for work in her department would be exceptionally well expended.
Therefore anything you can do to promote the passage of the bill in such form
that an adequate remainder of funds will go to the Secretary of Iabor for use
in work relating to maternal care and child health wi'l be greatly appreciated.

Very truly yours,
E. V. McCoLrLUM.

Hon. PAT HARRISON, HARTFORD, CoNx., January f8, 1935.
Chairman Senate Finance Committee,

Washington, D. C.
DEAR SIR: I wish to express myself as heartily in favor of the maternal and

child health program outlined in Seante bill 1130, title 7.
1 have practiced obstetrics in Hartford for 20 years and am convinced from

my thorough knowledge of conditions throughout the State, in this field, that the
rural areas of our State would benefit by the terms of this bill.

Very truly yours,
JAMEs RAoLAN MILLER, M. D.

MICHIGAN CRIPPLED CHILDREN COMMISSION,

Hon. PAT HARRISON, Lansing, M1ich., January f8, 1938.

Chairman Senate Finance Committee,
United States Senate, Washington, D. C.

My DEAR SENATOR IIARRuSaN: In reference to Senate bill 1130, section 702,
the portion dealing with the care of crippled children, I wish to make the following
suggestions for the consideration of the Ways and Means Committee of the House
and the Senate Finance Committee.

First, it would occur to me that the term "crippled child" should be defined in
this section and that the age limit should be 21 years, unless it is definitely deter-
mined that the definition should be left to each State individually, and that the
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term "child" is universally accepted in this country as a person under 21 years
of age. I would suggest as a definition the following:

4A crippled child,-for the purposes of this act, is defined as one under 21 years
of age whose activity is or may become so far restricted by loss, defect, or deform-
Ity of bones or muscles, or nerves involving bones or muscles, as to reduce his or
her normal capacity for education and self-support; an orthopedic or plastic
surgery case which has a definite crippling condition that actually or potentilly
handicaps the child educationally and/or vocationally."

We believe this is highly Important: First, to establish a standard to be used
in the various States; and second, to simplify the problems of administration.

On page 54 of Senate bill 1130, line 4, there appears the statement: "the pro-
visions of medical care and other services for crippled children." Unless it Is felt
that "other services" may properly be interpreted to refer to special educational
advantages or transportation or maintenance for crippled children in the rural
dibtricts who cannot get to school because of physical limitations, I think that
that phrase should be enlarged or clarified to include such services to crippled
children.

Therefore, I would also suggest that in lines 14 to 18 on the same page, the
following amendment which I have italicized:

"The remainder shall be allotted to States for purposes of locating crippled
children, and of providing facilities for diagnosis and care, hospitalization, and
after care including education when not otherwise arailable, expecially for children
living in rural districts."

On pae 55 I would suggest a similar amendment in lines 15 to 19 to read as
follows: IStae plan must include reasonable provisions for State administra-
tion, adequate facilities for locating and diagnosing children, adequate medical
care, hospitalization, and after care including education when not otherwise avail-
able, and cooperation with medical, health, educational, and welfare groups and
Organizations. ,

I might add that my 10 years' experience in Ohio and 4 years' in Michigan, as
well as my investigations in many other States, have convinced me that one of
the greatest types of neglect for crippled children lies in the inability of those
living in rural districts to get the type of education which they should have,
considering their handicaps. We have a record now of 700 cases In Michigan
who have had about all the hospital treatment the State is justified in giving
them and who are in rural homes or in other locations where it Is Impossible for
them to get to school because of their physical condition.

The agencies in Michigan Interested in the care, relief, and education of
crippled children endorse section 702 of Senate bill 1130, and feel that It will be
of inestimable value to this type of work in the United States if enacted into law.

The investigation of the White House Conference on Child Health and Pro-
tection lead to the conclusion that only a small proportion of the total number of
crippled children In the United States have wured any kind of real service, and
those receiving adequate care are very few considering the country as a whole.
The report recommended Federal aid to "properly constituted State service.'"
(Refer to pp. 173 and 178 of The Handicapped Child, published by the White
House Conference.)

This report also stated that a Federal program should be one of consultation,
education, and demonstration services with financial aid to States and terri-
tories and through them to local communities. That the Federal program should
provide for a coordination of efforts with other Federal and State authorities
and private agencies, as well as to carry on proper type of research to determine
the best way to Improve and enlarge existing State and local services. It set
forth too that special emphasis should be given to the situation surrounding the
cri Pled children of the rural communities.

t e believe that this bill provides for the needs which were found in the Investi-
gation made by the White House Conference. The enactment into law would
b a tremendous serve to the crippled children of the United States and in our
opinion is economically sound.

Very respectfully su mitted.
HASr H. Tlowm rSccrcfary- Treos nrer.
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STATEMENT OF THE ASSOCIATED WOMEN OF THE AMERICAN FARM BUREAU

FFDIRATION

The American Farm Bureau Federation has been a potent factor in the securing
of legislation favorable to rural America for many years. At each succeeding
session of Congress, its representatives have appeared in behalf of such measures,
or vigorously opposed those which the organization felt were opposed to the
best interests of agriculture.

Recently there has been formed an affiliate organization known as the "As-
sociated Women of the American Farm Bureau Federation," whose purpose Is to
assist In an active, organized way in carrying forward such phases of the American
Farm Bureau Federaton programs as inevitably enlist the creative interest of
women, namely, to help accent the fundamental importance of organized efforts
to bring about better educational, social, and spiritual opportunities for rural
people* to strengthen and support the extension organizations associated with
nome-Aemonstration work throughout the United States; to serve as a means for
the exchange of experience In this field of adult education relating to home and
community life, to provide nationalization for the State organizations of rural
women in the United States, in order that they may participate In national
councils of American women in cooperation with national organizations of city
women and to give to the rural womanhood of America the means of expression
and the strength that comes from unity in organized efforts that are dedicated to
the development of a more abundant country life.

The influence of this organization, which is Nation-wide, reaches into every
State where Extension Service and the Farm Bureau tre laboring together for a
better rural America.

It is a well-known fact that even at the peak of property, four-fifths of the
rural areas of the United States were without organized health service. No one
can deny that maternitv and infancy are without proper protection in most of
our rural communities. ' The Associated Women of the American Farm Bureau
Federation "count children as the best crop of the farm" and are glad to add
their influence to help secure measures which will properly safeguard mothers
and children. This principle has been ofttimes expressed by official resolution
and presented hy our representatives to congressional committees.

The Associated Women of the American Farm Bureau Federation hereby
endorse those sections nf S. 1130 and If. R. 4120 as relate to maternal and child
health and child welfare.

Furthermore, the Associated Women of the American Farm Bureau Federation
wish to endorse section 302 of S. 1130, provided that the words "particularly In
rural areas", be inserted in line 23, after the words, "State health services."

Respectfully submitted. MRS. CHAs. W. SEWELL,
Administratire Director of the Associated

Women of the American Farm Bureau Federation.

EMORY UNIVERSITY,

Hon. PAT IhARRISON, Atlanta, Go., January 08, 1935.
Chairman of the Senale Finance Committee,

Washington, D. C.
MY DEAR SIR: Please permit me the privilege of writing you concerning the

economic security bill. I am particularly interested in the provision of the bill
that has to do with maternal and child health.

I have been teaching obstetrics for 25 years. For the past 5 years I have been
teaching obstetrics to rural doctors in five Southern States. This I have done by
going directly to a group and staving for 5 days.

I was born and reared in the'South and I know its people and needs. Being
more familiar with maternal problems, I can more easily see the great need for
help along those lines in our rural counIes.

Think that a well-planned program, with competent supervision, can lower
the maternal death rate in our rural counties at least 50 percent.

It will be of inestimable value in making our people think along public health
lines. I urge your cooperation and support.

Very truly yours,/ JAMEs R. MCCORD, M. D.
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STATEMENT OF MISS JOSEPHINE ROCHE, ASSISTANT SECRETARY
OF THE TREASURY

Miss ROCHE. Mr. Chairman and members of the committee; I
wish to make only a brief statement personally regarding the public
health provisions of title VIII, and its importance as a major factor
in the development of a security program. Dr. Sydenstricker of the
United States Public Health Service, under whose direction the staff
of the Committee on Economic Security prepared the public health
section of the Committee's report and the recommendations contained
in title VIII is here to testify, and will be able to give you more com-
prehensively and effectively than I can the part of this title in the
general program. The Surgeon General of the United States Public
Health Service, Dr. H. S. Cumming, is also here to discuss this title
and to answer such questions as you may desire to ask him regarding
the Public Hlealth Service.

The title is short and very simple. It involves no new procedure
or plan. It provides merely for progress along lines thoroughly tested
and proved of great value in conserving human life and health.

The CHAIRMAN. It lays down no standards or rules?
Miss ROCHE. No new features; no.
The CHAIRMAN. Whenever they ascertain here that they need some

assistance from the Federal Government, they make the allocation?
Miss ROCHE. The allocation is made on the basis of need.
The CHAIRMAN. It differs in that respect from the other provisions

of the bill?
Miss RocHEn. Yes.
Senator COSTIOAN. Miss Roche, I notice an appropriation here

of $10,000,000 beginning with the year 1936. Does that cover all
of the activities of the Public Health Service or is this in addition
to the necessary appropriation for present activities?

Miss ROCHE. This is in addition, Senator, to the present appro-
priation, and it. is the intent and understanding, I believe, of the bill
to have it continued as additional to the regular appropriations.

As I was saying, the bill provides really or further progress along
lines that have been thoroughly tested and approved and have proven
to be of great value in conserving human life and human health.
$10,000,000 is appropriated for the year 1936, and the same amount,
is authorized to be appropriated annually thereafter, to be allocated
to the United States Public Iealth Service to be expended as outlined
in the bill.

$8,000,000 of this amount is to he allotted by the United States
Public health Service to the several States and the District of Colum-
bia, and Ilawaii Puerto Rico, ind Alaska in amounts determined
on the basis of their respective needs, for the purpose of developing
State health services, including the training of personnel for State
and local health work, and of assisting counties, health districts and/or
other political subdivisions of the States in maintaining Acquate
public-health prograns-progranms which make practical application,
for the benefit of all citizens, of approved public-health methods for
the control of disease and improvement of community sanitation.
Payment of any allottment or installment thereof is to be made only
after the Secretary of the Treasury has made a finding of fact that
there is need to make such money available in each State.
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I should like to file as part of the record, as "Appendix A", a state-
ment prepared by Dr. Waller, Assistant Surgeon General of the
United States Publio Health Service in charge of the Bureau's States
Relations Division, which gives in detail the need for the work pro-
vided for by section 802 of title VIII, the type of services which it
would mean in States and local communities, and the administrative
and cooperative procedure under which the work would be carried on.

The CHAIRMAN. We will be very glad to have you file it.
Miss ROCHE. Thank you. With this statement there are filed a

few samples from hundreds of letters we have received from State
health officials urging the need of this title.

The balance of the $10,000,000, or $2,000,000, title VIII provides
shall be annually available to the United States Public Health Service
for much-needed investigation into health and sanitation problems
which affect all or most of our States, and for employig such Public
Health commissioned officers and such experts and personnel from
the civil service lists as are necessary to carry out the purposes of
title VIII.

A supplemental statement by Dr. Thompson, Assistant Surgeon inCharge of Scientific Research of the United States Public Health
Service, is hereby submitted, with the request it be made part of the
record as "Appendix B." The statement reviews the needs for
further investigation into such problems as stream purification
sewage and industrial waste disposal; the nature and prevention of
water borne epidemics and diseases, the methods of malaria control;
the investigation of health hazards, in industry, and practical methods
for their control; the investigation of such diseases as rural epidemic
typhus fever in a number of the Southern States, encephalitis or the
so-called "sleeping sickness", infantileparalysis, and Rocky Mountain
spotted fever which is now a problem in almost every State.

With your permission, I should like to file that brief statement also.
Senator CouzENs. Have you drafted anywhere any definition of

the word "need"?
Miss ROCHE. No; not in this title, sir.
Senator CouZENS. It seems to me that there might be different in-

terpretations of that word, and I was wondering whether there had
been any definition drawn as to the word "need". I know that
need exists where there is plenty of money sometimes, and there is
need existing where there is no money.

Miss ROCHE. I would assume that where there is money, the idea
would be the State of local community should be in every possible
way urged to cooperate financially. I have no doubt that the mem-
bers of the committee who prepared the report and the substance of
the bill will be able to give you detailed information which I do not
have, as a result of their discussions, on this administrative problem.
I am somewhat handicapped by coming into this picture very late, sir.

Senator COsTIGAN. Miss Roche, I notice a reference to the em-
ployment of clerks, assistants, and others from eligible lists of the
Civil Service Comnssion. Is the Publio Health Service largely re-
lated to the civil service as to employment?

Miss ROCHE. Most of the Publio.Health Service officers on im-
portant administrative assignments are commissioned officers, ap-
pointed by the Propidont and confirmed by the Senate after selection
y i special examining board. All other personnel except commis-

sioned officers, is from the civil-service lists.
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Senator COSTIOAN. Is it true that most of the employees of the
Public Health Service at present are under the civil service?

Miss RocHt. Those that are not commissioned officers.
Senator BARKLEY. Which means that some of the positions, den-

tists and others who are not commissioned officers, have to take civil-
service examinations?

Miss ROCHE. They are from the Civil Service lists. I think J
am correct, if not, the Surgeon General can correct me. Are there
any exceptions to that [addressing General Cumming]?

The CHAIRMAN. The Surgeon General will be on the stand and
we can ask him.

Mfiss ROCHE. I think that practically all except commissioned
officers, have to take civil-service examinations and they are taken
from the Civil Service lists.

Senator COSTIGAN. Personally I am gratified to see this inclusion of
the provision for civil service. 'It seems to me there has been a dis-
position to gei away from it in some recent legislation, and I desire
to develop the fact that the present service is largely under the civil
service.

Miss ROCHE. Except for the commissioned officers, it is practicallv
entirely civil service. There are probably a few exceptions where
persons are employed locally on part-time duty.

Senator BARKLFY. Do you think that a civil-service examination
can always develop who may be the one or two or the best of any
number for a position?

Miss Rocii. I think the civil-service regulations tend toward
infinitely superior quality of service in the long run.

Senator BARKLF.Y. As a rule, as far as the employees are concerned,
but I am wondering whether in the employment of doctors and
lawyers, whether a civil-service examination really reveals the one
best qualified.

Miss ROCHE. I think the Surgeon General could give you more
adequate information on that. I am only a lay person, but that is
my general impression.

The $10,000,000 provided for in the title is but a very small part of
the amount needed for public-health work to reach even a neeessrry
minimum of efficiency. Not less than $1 per capita has been found a
necessary annual expenditure in communities with even moderately
satisfactory health services. This would mean $126,000,000 a year as
a minimum estimate, for the country as a whole. States and local
communities, however, are altogether spending but $83,000,600 a
year approximately. The Federal Government is spending on all
human health services only about $5,000,000 annually (4 cents per
capital . This $10,000,000 appropriation, therefore, stifl would leave a
considerable responsibility on State and local governments for devel-
oping and maintaining adequate health services. It would, however,
be an enormous help and stimulus in that work, particularly in making
available the greatly needed trained Public Health personnel without
which the program cannot satisfactorily be put into effect or make
progress.

Senator GERRY. I do not understand you entirely on the statement
that you have just made there. You say what amount as to the esti-
mate by experts who have worked on the committee this summer was
that about a dollar per capita is the minimum amount that will insure
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even a moderately satisfactory health service, and many communities
have spent more than that amount in what they feel are definitely
satisfactory and economical results. The State and local govern-
ments today, in the country as a whole, are spending approximately
$83,000,000, and the Federal Government in all of its health services
human health services, about $5,000,000, so that this additional
$10,000,000 appropnation makes $98,000,000.

Miss ROCHE. It would still leave a large margin which we have
got to work toward eventually.

Senator GERRY. How much is that margin? Have you the figures
there?

Miss ROCHE. It would be $126,000,000, the dollar per capita
minimum amount, less $98,000,000-the $S3,000,000 plus $10,000,000
plus $5,000 000-which would be a margin of $28,000,000.

Senator O5 ERRY. And are you recommending that the States raise
that?

Miss ROCHE. There is no recommendation, sir, in the bill. I am
simply pointing out that this $10,000,000 in view of the conditions
which I am going to refer to in a few minutes, is not excessive, but
a very moderate step toward the conservation of the human resources
of the country.

Senator GERRY. There are lots of the States that are doing a great
deal more than others and that are pretty effectively running their
health services, aren't there?

Miss ROCHE. There are some very effective health services in the
country, and Dr. Sydenstricker and the other experts on the com-
mittee will no doubt go into a description of the work that is beipg
done in those States.

Senator GERRY. What I was getting at is this, in other words,
certain backward States would be helped by this extra appropriation,
and the States that are doing the work would not be? It is aimed
at the backward States.

Miss ROCHE. The basis of need, sir.
Senator GERRY. The basis of appropriation.
Miss ROCHE. Of population and of need. The fact that a State is.

absolutely handicapped by poverty would not mean that they could
not get any assistance.

Senator GERRY. That would mean that they would have to get it
from the Federal Government, would it not?

Miss ROCHE. Yes, through this appropriation. There is a definite
latitude there in the provision, of course..

I think as we approach the problem we are all facing, from the
public health angle, we are justified in having a special sense of the
needlessness of much of our human waste because facts in this field
show how much can be achieved in conserving human health and life
when even moderate and intelligent provision is made for public
health work. In those few communities where modern public health
work has been consistently carried on with adequate funds and
personnel, where health knowledge and health facilities have been
available to the people, the burden of preventable illness and prema.
ture death has been lifted over a third. As a consequence of the
achievements of research, the discoveries of medical science and their"
application to the prevention and treatment of diseases, there has
been in recent'years a decline in our general death rate--through 1933,
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But we know, too, that of the 1,342,073 deaths that occurred in that
year, at least 250,000 were from preventable causes. These deaths alone
represented a money loss in human life value conservatively estimated
at $735,716,000. One hundred and twenty thousand babies under 1
year of age died in 1933. Half of these deaths could have been
prevented, leading health authorities state. There were 74,000
deaths from tuberculosis in 1933.

This death rate, also, could have been cut by 50 percent, had known
methods bf prevention been available and used. Furthermore,
although data for 1934 are notyet complete, for the first half of 1934
the gross mortality rate in cities of 100,000 population and over is
reported to be appreciably higher than in the same period of 1933.
Death rates and the depression have a definite relation when mortality
figures are broken down. Recent surveys by the United States
Public Health Service and the Milbank Memorial Fund, in 10 in-
dustrial localities, show that during the period 1929-32 the death rate
in families with no employed members or part-time earners increased
20 ercent, while in those families which bad full-time wage earnersit declined.

Equally important with death rates, perhaps more so, is the amount
of preventable disabling illness that does not show in the mortality
figures. In the study just referred to, it was found that familieswhich had suffered the most decline in income from 1929-32 had a
disabling sickness rate 50 percent higher than those whose economic
status was not materially reduced. In 1933 more than 43,000 cases
of typhoid fever alone caused an estimated loss of $8,600,000 for
medical care. Nearly 60,000 cases of diphtheria caused a loss of
$2,961,000. These two diseases are now regarded as almost entirely
preventable if known methods of prevention could be universally
ap lied.

A recent survey by the Public Health Service showed by actual
blood test of only 200,000 people in 11 Southern States a total of
14,000 known cases of malaria. This survey was made during the
winter when malaria is least active, and included only school children.
It is estimated that in the whole population in the malarious section
of the South there are, every year, at the height of the malaria season,
probably 6,750,000 cases of malaria.

The first full-time county health unit in the United States was
established as long ago as 1911. And yet, although 23 years have
elapsed since its establishment, there are less than 600 counties with
full-time health service in the United States today. Approximately
2,000 rural counties, containing more than 75 percent of our total
rua population, are without any health service worthy of the name.

Many counties are too poor to provide adequate health service
without aid from some outside source. Further, the actual proven-
tion of sickness and deaths through public health service activities
needs often to be conclusively demonstrated to local governing
authorities before the soundness and economy of appropriations for
health work is realized.

The situation in many of our smaller cities, and in some of the
larger ones, is almost as bad as that existing in a large part of our
rural are.

When 1he adequacy of the local health departments which exist
is studied it is found that only a relatively small proportion, 21
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percent (75 counties and 102 cities), have thus far developed a per-
sonnel and service which can be rated as even a satisfactory minimum
for the population and the existing problems. The experience in
cities in 1934 shows that health budgets have been reduced on the
average about 20 percent from the experience of 1931, reductions
varying from I or 2 percent to as high as 50 percent. Where this
reduction has amounted to 30 percent or more practically complete
breakdown of the public health protective facilities has resulted.

Nor is the need of Federal aid confined to rural and urban health
organizations. Not more than half of the State health departments
are adequately staffed or satisfactorily equipped to render the service
which tbey alone can give regardless of the extent to which local
facilities inay be developed. Specific reference is made to divisions
of vital statistics, laboratories and sanitary engineering service for
the supervision of local water supplies, sewage disposal, and other
environmental sanitation activities. At least a third of the States
are not now able to promote the establishment of full-time local
health departments or to give proper supervision to local health work,
because of the lack of properly trained scientific personnel, capable of
performing such duty on the State health department staff.

I think it is an interesting point, Mr Chairman, to bear in mind
that the staff of the Committee on E9conomic Security reported in its
finding that families having an annual income under $2,500 have an
annual wage loss of $900,000,000 duo to illness, and that their costs
of medical care are annually $1,500,000,000-a total money loss of
$2,400000 000

Obviously these facts reveal not only conditions of needless human
suffering and wretchedness, but definite economic waste. They call
for the immediate extension of public health work and policies of
proven worth, long recognized as humanly and financially sound and
constructive. Title VIII provides for such a prograin of Nation-wide
public health work, financially and technically aided by the Federal
Government, but supported and administered by the State and local
health departments. It is one of the most important steps toward
our goal of conserving our human resources.

I think that completes my general references to title VIII. I have
here, as I stated in the beginning, a few minor changes in the title
which we have taken up with those who drafted the bill. They have
the approval of the persons who drafted title VIII. They include the
following:

Title VIII, section 802, line 21 after the word "States", insert
"and the District of Columbia, Alaska Hawaii, and Puerto Rico."

Section 802, line 25, after the word "counties" insert "health
districts."

Section 803 (a) line 17, after the word "to" insert "pay the'salaries
and allowances of such additional regular commissioned officers to".

Senator COUZENS. You have not enough commissioned ohicers
now?

iss ROCHE. It is quite possible unde: the development of this title
that there would be more needed to carry out adequately any re-
search and any asistance to the States.

The CHAItMAN. Thank you very much Miss Roche.
Miss ROCHE. There are two minor changes also which I might

leave for inclusion in the record.
116807-33----25
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(The same are as follows:)
Section 803 (a), line 22, after the word "expenses" insert "includ-

ing printing and binding".
Section 803 (a) line 24. Strike out the period at the end of the

line and insert in lieu thereof a colon followed by the words--
"Provided, That personnel of the Public Health Service paid from other appro-

priations may be detailed for carrying out the purposes of this title and when so
detailed their salaries and allowances may be reimbursed out of the amounts made
available id this section to the appropriation or appropriations from which paid."

Senator LONERUAN. Can you tell us how much of the rural area of
the country is without doctors?

Miss ROCHE. I think if I might I would prefer to refer that to
Dr. Sydenstricker or Dr. Falk, his assistant, who have studied that
matter and who have it in much more satisfactory form than I have.

The CHAIRMAN. We will have them on next.
Miss ROCHE. If that meets with your approval?
Senator BARKLEY. How many counties did you say in the whole

country are equipped with this rural-health organization?
Miss ROCHE. Only 75 counties and 102 cities, or 21 percent have

thus far developed a personnel and service which can be rated even
as a satisfactory minimum.

Senator BARKLEY. What was the reference you made to some 600?
Miss ROCHE. There are less than 600 counties who have full-time

health service, out of a total number of counties of about 3,000. I
think the exact number is 528.

Senator BARKLEY. Seventy-one of those I will say are in Kentucky.
Miss ROCHE. You have a good set-up in Kentucky.
The CHAIRMA',. Thank you very much.

TITLE VIII. APPROPRIATIONS FOR PUBLIC HEALTH

SEc. 801. There is hereby appropriated, from funds in the Treasury not
otherwise appropriated, the sum of $10 000,000 for the fiscal year ending June
30, 1936, and there is hereby authorized to be appropriated for each fiscal year
thereafter the sum of $10,000,000 to be allocated to the Bureau of the Public
Health Service to be expended as hereinafter provided.

LOCAL PUBLIC HEALTH SERVICES

SzeC. 802. From the amounts appropriated under this title, the Bureau of the
Public Health Service shall annually allot $8,000,000 to the several States, the
District of Columbia, Alaska, Hawaii and Puerto Rico, in amounts determined
on the basis of the need of each State for such assistance, for the purpose of
developing State health services Including the training of personnel for State
and local health work and for the purpose of assisting count es, health districts,
and/or other political subdivision of the States In maintaining adequate public
health programs. Payment of any allotment, or installment thereof, shall be
made only after the Secretary of the Treasury has made a finding of fact that there
Is need to make such money available in such State and has notified the Treasurer
of the United States to pay such allotment or installment, and the amount thereof.
Any money appropriated for the purposes of this section but not expended during
the fiscal year shall be available for payment of allotments of the States in the
next fiscal year.

BUREAU OF THE PUSLIC HEALTH SERVICE

SEC, 803. (a) From the amounts appropriated under this title, $2,000,000
shall annually be available to the Bureau of the Public Health Service, for the
further investigation 9f disease and problems of sanitation and related matters.
Out of the amounts made available In this section the bureau of the Public
Health'Servieh authorized to pay the salaries and allowances of such additional
regular commissioned officers, to employ such experts, aslstants, clerks, and
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other persons in the District of Columbia and elsewhere, to be taken from the
eligible lists of the Civil Service Commission, and to purchase such supplies,
material, equipment, office fixtures, and apparatus, and to incur such travel and
other expenses, including printing and binding, as it may deem necessary for
carrying out the purposes of this title: Provided, That personnel of the Public
Health Service pId from other appropriations may be detailed for carrying out
the purposes of this title and when so detailed their salaries and allowances may
be reimbursed out of the amounts made available in this section to the appropria-
tion or appropriations from which paid.

fb) The Secretary of the Treasury shall make all rules and regulations necessary
to carry out the purposes of this title.

ACTION' OF IHE COMPTROLLER OENESAL

SEC. S04. The Comptroller General is authorized and directed to allow credit
in the accounts of the Treasurer of the United States for payment of allotmeents
In the amounts notified him by the Secretary of the Treasury.

The following supplemental statements, etc., were submitted by
Secretary Roche:

THE NEED FOR FEDERAL, AID TO STATES, COUNTIES, AND CITIES

It should not be assumed that the Federal Government, in allotting $8,000,000
a year to aid the States in the development and maintenance of adequate State
anld local health service, would be taking over in large part the maintenance of
health service for the country as a whole. The financial burden of maintaining
such service would still rest largely upon Statc and local government. In loeal
communities where even reasonably adequate health service is now being main-
tained, the cost of such service is not less than $1 per capita per year. Many of
the leading authorities on public health in the United States today believe ihat
$2 per capita would come nearer to meeting the actual need for adequate health
service. It will be readily seen, therefore, that the total cost of providing even
reasonably adequate health service for every individual in the country will be,
when such service Is provided, not less than .120,000,000 a year. While such a
sum may seem surprisingly large i the aggregate, it is because we have not been
accustomed to considering the cost of health protection for the Nation as a
whole and have not given the functions of State and local health organizations
the place of importance in governmental activity which they deserved. Reducing
the total amount required to per capita cost per year, we find that the amount
considered necessary for each Individual Is small in comparison with other per
capita expenditures which must be made for food, shelter, clothing, medical care,
education, and the like. Obviously, a contribution of $8,000,000 a year from the
Federal Government toward the cost of health service for the country as a whole
will be but a small part of the total. It is likewise obvious that the responsibility
for financing health work still will rest largely upon State and local authorities.

In spite of the amazing progress made within recent years in the development
of better methods for the prevention of sickness and death, the ravages of di-
seases that could be controlled have continued to go on among our people In
many sections of the country, for the reason that weave lagged behind lament-
ably in getting to a large proportion of our population, especially in the rural
areas, the benefits of discoveries in disease prevention given to us by our research
workers.

The first full-time county health unit in the United States was established as
long ago as 1911. The soundness of the whole-time county or district health
unit plan has been repeatedly demonstrated in many of the States. And yet,
although 23 years have elapsed since the first full-time county health unit was
established in this country, there are only 550 counties with full-time health
service in the United States today. Approximately 2,000 rural counties, con-
taining more than 75 percent of our total rural population, are without any
health service worthy of the name. There are two Important causes for the
existence of this situation.

1. Many counties are too poor to provide adequate health service without aid
from some outside source.

2. It is difficult to convince local governing authorities of the need for appro-
priations for health work until the actual prevention of sickness and deaths
through public health activities can be conclusively demonstrated to them.
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Little need be said with respect to the need for outside assistance to certain
counties too poor to meet the entire cost of public-health service. In many of
our States there are counties in which the taxable wealth or other source of
revenue is so small that adequate local appropriations c. nnot be made for a health
department without making the allotment for health 3ut of all reasonable pro-
portion to expenditures for other necessary function, of government. One of
the purposes of the proposed $8,000 000 appropriadon Is to aid State health
departments In giving assistance to te counties in this group, to the end that
the people in these communities may enjoy the benefits of health protection to
which they ajre-certainly from a humane standpoint-entitled as citizens of this
country.

With regard to the need for outside aid for demonstration purposes, it is well
known to all national and State agencies who have endeavored to promote the
expansion of full-time health service in the past that It is almost impossible to
Induce local boards of county commissioners to make the initial appropriation
for the establishment of a new full-time county health unit unless financial aid
can be offered from an outside source. The reason is not hard to understand;
health work, to a large extent, does not deal with material things. It has for its
objective the prevention of things that might happen in the future. The wisdon
of expending public funds for school buildings and roads and for maintenance of
our schools is apparent to anyone, because we see and use the buildings and roads
and know that our chl:lren use the schools. Except to statisticians, who are
trained to use death rates and other "measuring sticks" for demonstrating the
effectiveness of health work, the anticipated results of such work are often not
tangible. It Is difficult therefore to persuade local appropriating bodies to pro-
vide funds to support an activity the result of which cannot be readily demon-
strated in advance of the expenditure.

The situation in many of olr smaller cities ;&nd in PsPme of the larger ones, is
almost as bad as that existing in a large part of our rural area. There are numer-
ous urban communities throughout the country in which such health activities as
are being carried on today are under the direction of part-time physicians engaged
in private practice, or lay health officers, neither with training In modern public
health administrative practice. In some of these communities such health pro-
tection as had been afforded has been largely incidental to improvements instituted
for economic and esthetic reasons, or to ready access of the population to good
medical care, rather than a credit to activity of the health department. In many
of our cities the chief health department activity still consists largely In the Inspec-
tion of private premises for nuisances having little bearing on public health and an
attempt to control communicable diseases through quarantine procedure-
admitted by leading health workers, in this day of scientific control methods, to be
of little avail in reducing the incidence of communicable diseases. More specifi-
cally it may be pointed out that many of the milk supplies for urban communities
are still far from being as they should be, and that the unsightly, open-back,
insanitary privy still exists in the outlying sections of most of our small cities
with the result that typhoid fever is rapidly becoming more prevalent In towns and
small cities than in the rural areas.

Nor is the need for Federal aid confined to rural and urban health organiza-
tions. Not more than half of the State health departments are adequately
staffed or satisfactorily equipped to render the service which they alone can give

- regardless of the extent to which local facilities may be developed. Specific
reference is made to divisions of vital statistics laboratories, and sanitary engi-
neering service for the supervision of local waier supplies sewage disposal, and
other environmental sanitation activities. At least a thrd of the States are not
now able to promote the establishment of full-time local health departments or
to give proper supervision to local health work because of the lack of properly
trained scientific personnel, capable of performing such duty, on the State health
department staff.

Before any worth while progress can be made in the extension of full-time local
health service, there must be created In each State a reserve of trained health
officers, public health nurses, sanitary engineers, and inspectors to fill the posi-
tions which will be established in the new units.

PREVENTABLE ILLNESS AND MORTALITY IN THE UNITED STATES

While it is true that the general death rate and the rates for tuberculosis and
infant mortality for the country as a whole declined to the lowest figures on
record In 1933, we should not be misled by this fact into the belief that further
safeguards of the Nation's health ar unnecessary. These death rates do not tell
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the whole truth. As Dr. Edgar Sydenstricker I one of the leading public health
statisticians In the United States recently said:

"The plain fact must be faced that not sithstauding great advances in medicine
and public health protection, the American people are not so healthy as they have
aright to be. Millions of them are suffering from diseases and thousands annually
die from causes that are preventable through the use of existing scientific knowl-
edge and the application of common social sense."

Ample evidence exists to support this sweeping statement.
Approximately 120,000 Infants under 1 year of age died In 1933. Although our

infantdeath rate has been reduced by halt during the past 25 years, many of the
leading sanitarians In this country believe that mortality in the Infant age group
can again be reduced by 50 percent. It is also confidently believed by some of
the leading authorities on tuberculosis that the 74,000 deaths which occurred
from this disease In 1933 could again be cut In half; and there is good reason to
assume that with proper health protection for prospective mothers, at least
two-thirds of the 13,000 mothers who die each year in childbirth could be saved.

Examination of the following table, compiled from mortality figures of the
United States Bureau of the Census, shows that, in spite of the low general death
rate, a total of 246,272 deaths occurred in the United States, in 1933, from causes
that may be classed as preventable.

Number of deaths in the United States, prerentable diseases, 1933
Typhoid fever ------------------------------------------------- 4, 389
Paratyphoid fever ---------------------------------------------- 84
Typhus fever -------------------------------------------------- 81
Undulant fever ------------------------------------------------ 72
Small pox .------------------------------------------------ 39
Measles ------------------------------------------------ 2,813
Scarlet fever --------------------------------------------------- 2, 546
Whooping cough ----------------------------------------------- 4,463
Diphtheria ---------------------------------------------- 4,936
Influenza ----------------------------------------------- 33, 193
Dysentery ----------------------------------------------------- 2, 814
Erysipelt ------------------------------------------------------ 2, 017
Acute poliomyelitis, acute polioencephalitis ------------------------- 797
Epidemic encephalitis ------------------------------------------- 1, 357
Epidemic cerebrospinal meningitis -------------------------------- 1. 482
Anthrax ------------------------------------------------------ 11
Rabies ----------------------------------------------------. 65
Tetanus ------------------------------------------------------- 1,253
Tuberculosis of the respiratory system ---------------------------- 67, 417
Other forms of tuberculosis -------------------------------------- 7, 419
Leprosy ------------------------------------------------------- 27
Syphilis ------------------------------------------------ 11,039
Odonococcus infection and other venereal diseases-------------------- 998
Purulent infection, septicemia (nonpuerperal) ----------------------- 931
Malaria ------------------------------------------------------ 4, 678
Other diseases due to protozoal parasites --------------------------- 61
Ancylostornaisis ------------------------------------------------ 20
Scurvy ---------------------------------------------------- 28
Beriberi ----------------------------------------------------
Pellagra ------------------------------------------------------- 3,955
Rickets ------------------------------------------------------- 339
pneumonia, all forms ------------------------------------------- SO, 947

Total --------------------------------------------------- 246, 272

Typhoid fever and diphtheria, both now regarded as diseases easily preveopted
when known control measures can be applied, each took toll of more than 4,000
lives. Measles and whooping cough often regarded by the uninformed as simple
and relatively harmless diseases of childhood, killed respectively 2,800 and 4,400
in 1933.

9 Health in the New Deal, Edgar Sydenstrkker, the Annals of (be AMican Acadzry of Politlcsl arid
Social Scee, November 1934.
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So far as the public was concerned, these appalling unnecessary losses of life
went unnoticed, because of the lack of spectacular circumstances attending
their occurrence; yet, had similar losses occurred in a series of single disasters,
such as an earthquake or the sinking of an ocean liner, the Nation would have
been shocked and our newspapers would have carried front-page headlines for days.

Nor do deaths alone tell the whole story. It is estimated that for each death
from typhoid fever there are 10 cases, for each death from diphtheria, 12 cases.
Although accurate figures are not available with respect to cases of preventable
diseases for the country as a whole (for the reason that reporting of cases is not
complete where satisfactory health organizations do not exist), it is believed that
a conservative estimate will place the number of eases of typhoid fever at 43,000
and of diphtheria at 58,800, In the United States In 1933.

A recent survey by the Public Health Service showed by actual blood test of
only 200,000 people In 1I Southern States a total of 14,000 known cases of malaria.
This survey was made during the winter when malaria is least active, and included
only school children. It is estimated that in the whole population in the malarious
section of the South, there are, every year. at the height of the malaria season,
probably 6,760 000 cases of malaria.

Coming to the venereal diseases, we find that 750,000 cases of syphilis seek
treatment annually in the United States. Unfortunately, however, largely on
account of ignorance of the nature of the disease or of the'high cost of treatment
and the lack of facilities for treatment at a cost that can be borne by the patient,
more than half of these cases do not obtain treatment during the first 2 years of
their infection. This 2-year period is the interval of greatest communicability
and is of vast importance in the control of syphilis. Adequate treatment during
this time will not only prevent the spread of this disease but also make possible
the cure of the individual. For this reason it is of the utmost importance that
adequate treatment facilities be made available for all indigent and borderline
economic cases in both rural and urban districts of the United States.

The same factors in connection with the control of gonorrhea exist as in tie
case of syphilis control. About 679,000 new cases of gonorrhea annually seek
treatment in this country.

This number does not give a true picture of the actual number of gonorrhea]
infections usually because many more patients with gonorrhea than with syphilis
do not seek treatment. While the late and crippling manifestations of the
gonorrheal process are not as marked as in the case of syphilis, the vast prevalence
of gonorrhea makes the disease one of primary importance.

ECONOMIC LOSS FROM PREVENTABLE ILLNESS

As has been pointed out, nearly 250,000 of the 1,342 073 deaths that occurred
in 1933 were from preventable causes. These deaths alone represented a money
loss in human life value conservatively estimated at $738,716,000. This does
r,ot take into account the enormous amount of preventable disabling illness that
did not show in the mortality figures. More than 43,000 cases of typhoid fever
alone caused an estimated loss of $8,600,000 for medical care. Nearly 60,000
cases of diphtheria caused a loss of $2,961,000. These two diseases are now
regarded as almost entirely preventable if known methods of prevention could
be universally applied.

The figures presented above do not take into account the enormous annual loss
in man power and wages anl the cost of drugs for self-medication caused by
preventable disabling illness.

There recently was brought to the attention of the Medical Director of tha
Federal Emergency Relief Administration an instance in which $784 was paid by
a local relief administrator for medical and nursing care for two severe cases of
typhoid fever in two relief beneficiaries who could not be placed in a hospital.
Considering the severity of the cases, the amount paid for this service was not
considered unreasonable. And yet the expense to the Government for this
medical care might have been avoided through immunization of these two indi-
viduals at a cost of not to exceed $2 each, Including overhead, If health service
had been available to them.

NEED FOR PERMANENT APPROPRIATION FOR FEDERAL Alb

One of the chief obstacles to extension of county health work in the United
States has been the uncertainty of Federal aid in the past. The comparatively
small amounts available to the Public Health Service, up to this time, in its
regular appropriations for rural health work have served only to assist with demon-
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strations In a limited number of counties. Even when larger amounts have been
made available to meet emergencies such as existed following the Mississippi
flood and the drought of 1930, little permanent good resulted because many of the
health organizations created through the use of these funds collapsed when the
emergency appropriations were exhausted. The State health officers hesitate to
attempt the extension of services dependent upon Federal aid when they cannot
be assured that such aid will not be withdrawn at any time. To go forward with
expansion of full-time health service on a broad scale, there must be some assur-
ance, such as this measure will give, of continuity of program. Only when this
assurance is given will it be possible for the State health authorities to plan a sound
program for further development and to obtain funds from their own legislatures
for the extension of local health work.

REsULTS or HEALTH WORK I THE PAST

There can be no doubt that the knowledge of scientific preventive methods
in our possession today, if universally applied, would enable us to go far toward
eliminating much of the unnecessary economic loss now chargeable to preventable
diseases in this country. That intensive application of known scientific measures
for communicable-disease control can completely eradicate certain diseases has
been demonstrated repeatedly. The complete banishment of yellow fever from
the United States, Cuba, and Panama afforded an excelleLt example. Bubonic
plague was completely stamped out in San Francisco some years ago through
the intensive application of rat control. Many other examples could be cited.

Even in face of the lack of adequate health service in much of our rural area
and In many of our cities, remarkable progress has been made in the reduction
of deaths from communicable diseases in the United States during the past half
century. Fifty years ago infectious diseases prevailed to such an extent and
were accompanied by such a high ease fatality rate that fifteen-sixteenths of all
deaths were chargealle to this group. Today as a result of only a partial appli-
cation of known scientific methods, deaths Irom communicable diseases have
dropped to less than 50 percent of the total.

As has already been pointed out, the Infant mortality rate ii this country has
been cut in half during the past 25 years, and leading authorities on public
health confidently believe that it could be reduced by another 50 percent. The
Intensive treatment of syphilis cases In England has brought about a remarkable
reduction in the prevalence of this disease in recent years in that country.

Numerous instances could be cited where Intensive health work carried on by
county health organizations has reduced sickness and mortality rates. A few
examples will serve to illustrate what can be done when adequate health serviceis provided:

In Williamson County Tenn, the health department conclusively demon-
strated between 1927 and 1932 that maternal deaths could be greatly reduced
In number when prenatal cases came under supervision of the department. With
only 10.8 percent of mothers under supervision in 1927, the maternal mortality
r.ie (deaths per 1,000 births) was 7.4, whereas in 1932 with 74.1 percent of
mothers under supervision, the rate was 2.2 per 1,000 births.

In Sunflower County, Miss., through the operation of prenatal clinics for ex-
pectant mothers by the health department, the white maternal death rate was
reduced from 7.4 to 0, a~zd the colored from 10.9 to 8.4 between 1928 and 1931.

In the spring of 1911 an officer of the Public Health Service was detailed, at
the request of the local government authorities and the State health department,
to make a study of typhoid fever in the city of North Yakima, and the county
of Yakima, in the State of Washington. The chamber of commerce of the city
and county promised in advance to give active support to the measure which
would be recommended for the control of the disease. The studies were made
in cooperation with representatives of the State health department and the local
part-time health agencies. The high rate of prevalence o! typhoid fever with
an annual death rate of about 200 per 100,000 population (over five times that
for the United States as a whole) In Yakima City and County during the several
previous years was obviously due to !ocal insanitary conditions, the operation of
which was augmented by climatic, irrigation, and soil factors.

A campaign of county-wide sanitation was inaugurated and carried out along
lines in some respects comparable to those of a political campaign. The citizens
generally became enthusiastically interested and in remarkable proportion applied
at their homes the sanitary measures recommended. The home improvements,
along with the m a sanitary measures carried out in North Yakima and in the
town and villages In the course of a few weeks, effected, in Yakima County as
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a whole, a radical change. As the sanitary improvements proceeded, the typhoid
fever Incidence in the county, instead of rapidly Increasing as usual in the early
summer, markedly diminished. With a view to having the sanitary program
continued, an effort was made, through organization of the aroused public senti-
ment for sanitation, to bring about the establishment of a permanent health-
service unit for the county and city. By formal action of the county commis-
sioners and the city council a full-time county health department for Yakima
County was established and began operating as such on July 1, 1911. At the
head of the unit was a physician trained in sanitary science, engaged, under con-
tract to serve in his official capacity bn a whole-time basis. Ilis assistants con-
dted of health nurses, sanitary inspectors, a bacteriologist, and an office clerk,
each of whom also was engaged to serve on a whole-time basis. The whole-time
health unit In Yakima County has continued in operation without interruption
since its original establishment.

The Yakima County health department force continued the program of fanita-
tion begun in the early summer of 1911 and performed other activities making
for a well-rounded comprehensive program of county-city health work. In
North Yakima, with a population of 14,082 in 1910 and of about 18,700 in 1914,
the number of deaths from typhoid fever reported in the period of 7 years, includ-
ing the -ear of the campaign (1911), was as follows:

In 1908, 25; In 1909, 20; In 1910, 30; In 1911, 6; in 1912, 4; in 1913 3; in 1914, 2.
Of the deaths in 1911, 1912 1913 and 1914, 2, 4, 3, and 2, respectively, were of

rsons who had contracted the disease elsewhere and who were brought to the
pity for treatment. Thus, In the period of 3 years following the santary fam-
paign and the establishment o the county health department, not a death from
typhoid fever of local origin was reported in that city. In the county, outside
North Yakima, deaths from typhoid fever were reported as follows: In 1910 25-
In 1911, 11; in 1912, 3; in 1913, none. Besides the notable reduction in typMoid
fever, there was considerable reduction in the death rates from other preventable
diseases. In the country as a whole the annual number of deaths from all causes
averaged for the 3 years 1912-14 over 100 less than the number in 1910.

Sec. 803 (a), which makes $2,000,000 annually available to the Public Health
Service has three main factors involved:

(1) The employment of personnel necessary to maintain supervision and
guidance over the expenditure of funds annually allotted to the States in section
802, and in such manner to render assistance to them in the continuous and steady
development of State and local health services.

(2) The employment of professional, technical, and other personnel necessary
to conduct the investigational work of the Public Health Service.

(3) The extension and broadening of the Investigative work of the Service in
relation to investigations of diseases, sanitation, and matters related thereto.

In connection with the administration of the funds provided for aid to States
and research activities to be carried on by the Public Health Service, it will be
necessary to have additional medal and sanitary engineer officers. The num-
ber of officers already In the Public Health Service who have the required train-
ing in public-health work and research methods will be entirely inadequate to
meet the immediate demand for personnel of this type. The Public Health
Service, therefore, must plan to secure from outside sources the highly specialized,
thoroughly trained medical and engineer officers of ability that will be needed.
It will be Impossible to attract this type of personnel to the Service unless they
can be offered either larger salaries than they are now receiving or other induce-
ments. The advantages of a career in the Public Health Service In a commis-
sioned status will, it Is believed, attract at much lower entrance salaries, many
Individuals who otherwise would not be Interested. This would enable the
Public Health Service at once to secure the desired personnel at much less cost
to the Government, probably as much as one-third less. Officers commissioned
in the Service now would not for several years receive salaries equaling those
now being paid to Individuals of comparable ability in many State and local
health departments. The technical and clerical personnel added to the Service
under the authority of this section would be from the civil service eligible lists.

The major portion of the investigative work arises from three general sources:
(1) From problems which are interstate In character and which are brought to

the Service by State health officials, through the cooperative work of the Service
with the States.

(2) From problems which arise within the Service as a result of the responsi-
bilities placed upon it by law, as for example, the development of biologic stand-
ards in connection with the control of biologics.



ECONOMIC SEOUJITY AOT 387
(3) From problems which the trends of public health indicate will be of national

or International importance in both the fields of environmental sanitation and the
control of disease.

It Is evident therefore that to a large extent this investigative work of the
Public Health Service is noncompetitive with the research work of universities or
States.

It should be clearly understood that the additional funds which are appropriated
under this section do not mean so much the development of new fields of investi-
gational work In the Public Health Service as they do to allow a more Immediate
and broader study In the fields of work which the Service Is at present carrying on
and where problems of the greatest national importance have had to be refused
or delayed because of the lack of necessary funds.

It would seem a corollary that the full benefits of the funds allotted to the
several States for the promotion of public health cannot be achieved if the publlc-
health problems with which these States and local subdivisions have to deal are
not studied coincidentally and the information given to the health authorities of
the States.

The public-health problems which are In need of immediate investigation fall
In every field of the public-health work of the Service, but they may be illustrated
by presenting a few of the more Important.

The Public Health Service has been engaged in the study of stream pollution
and sewage disposal for the past 20 years. Practically the whole urban popula-
tion of the great middle western and southern parts of the United States are
dependent upon the rivers of this country for their drinking water supply, and
in addition they have used these rivers for the disposal of their sewage. This
increasing pollution and, in addition, the dumping of the industrial wastes into
these streams have made it Imperative for the Service to investigate the biological
facts In connection with stream purification and the necessary control of the
situation through adequate sewage and waste disposal. It may be safely said
that the fundamental biological principles of sewage disposal are still unknown.
The Federal Government, States, and cities are contemplating the expenditure
of billions of dollars for sewage-disposal plants, the principles of operation of
which have not yet been determined.

In this same connection, during the drought several years ago the States of'
West Virginia, Ohio, Kentucky, Indiana, and Illinois were afflicted by a serious
epidemic of diarrhea and dysentery which a cursory investigation made by the
Public Health Service showed was probably of a toxic and not a bacteriological
origin due to heavy pollution in streams abnormally low in water.

In addition the city of Louisville and others were unable to obtain filtered water
free of objectionable tastes and odors. It Is a serious thing when the water
supply of a great city becomes objectionable to its people.

Another problem of importance and one which demands Immediate attention
Is that of mottled enamel, a disfiguring condition of the teeth caused probably
by excessive amounts of fluorine In the water supply. This disease which causes
a stain of the teeth from a light yellow to a dark brown and which lasts for life
develops in children born in areas of the country where the amount of fluorine in
the drinking water Is excessive. The Public Health Service has in the past
several years made a fairly complete Investigation In the States and has found
275 areas in 23 States where the condition exists. One of the most extensive
areas is In the Panhandle district of Texas in which a large percent of the chil-
dren are developing this condition. The population of this newly settled area
has increased over 100 percent In the last 10 years so that the condition is becom-
ing increasingly evident in the children who are beginning to develop their
second teeth. The problem is not only one of public-health importance but of
the greatest economic importance for It may form a serious barrier to the further
settlement of this rich area. A study of the permissible amounts of fluorine in
drinking water and of a method to remove excessive amounts Is most urgently
needed.

Malaria Is still one of the most serious problems of our Southern States and
with the development of great hydroelectric programs by the Federal Govern-
ment and States further knowledge of control methods Is imperative. Here
again, the disease is not only of public-health Importance but also of economic
Importance for each year'malaria puts the wage earner out of the position as the
supporter of his family and makes both him and his family dependent upon
charity for their maintenance.

The extent to which malaria can and will be controlled depends almost entirely
on the studies which the Service Is making of different control measures under
the different conditions found in the southern States. The secret of the success
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of any control measure depends not only on its positive results but more so on
the cost of the measure. If the cost Is beyond the ability of the State or local
government to meet then malaria will continue to exist indefinitely.

It is toward the develo ment of practical and economic control measures that
the Public Health Service is working as rapidly as possible with its present limited
funds.

There Is probably no field of investigation where there is need for greater de-
velopment than In industrial hygiene. Not only is every State affected but the
great majority of the 45,000,060 persons in this country engaged in gainful occu-
pations are d directly or indirectly affected, as are their families.

The health hazards of industries are almost as diversified as are the number of
different industries. Here again, the cost of Investigations leading to the preven-
tios of Incapacitating industrial disease is extremely small compared to the
economic values accruing to both Industry and the Industrial worker. With Its
limited funds the Public Health Service has contributed considerable aid In this
special field. Acting as an impartial fact-finding body its investigations are ac-
cepted by the general public and by both labor and industry.

Its studies of the health hazards of the dusty trades, as far as time and funds
have permitted, especially in the field of silicosis, a disease which affects workers
In many industries wherever silica Is used In the industrial process, serve as one
of the principal guides for the control of the disease in this country.

Recently the study of anthraco-silicosis made in Pennsylvania at the request of
the Governor of the State, the hard-coal industry, and the United Mine Workers
forms the first complete outline of facts in relation to the development of this
disease and the necessary methods for Its prevention.

Similar studies of other dusty trades have been urgently requested of the Service
but have been deferred because of limited personnel and funds.

As far as it has been possible, the Public Health Service has attempted to meet
the demands of State health authorities in the investigation of dseases which are
Interstate in character or which have appeared in epidemic form. The ultimate
control of all epidemic diseases, even the more common ones such as measles,
diphtheria, and scarlet fever, can only come from continued epidemloiogical
Investigations of such diseases and by laboratory studies of the nature of the
causative agent and the development of vaccines or serums for their prevention
and cure.

In the past several years the Service has been called to help in study of the
methods for the control of typhus fever, a disease which is endemic in most of our
seaports, but has also become epidemic In rural areas in the South, especially
Georgia, Alabama, and Texas, and which has been increasing at a rate of almost
100 percent a year.

In 1933 the epidemic of encephalitis at St. Louis resulted in an excellent coop-
erative Investigation under the general direction of the Service with the State,
city, and the universities of the city of St. Louis. Besides the pertinent facts
gained in the epidemiological survey of benefit to the entire world, the virus of
this disease was for the first time successfully transferred to animals, offering
thereby an opportunity for the continued study of the disease in nonepidemic
times.

Psittacosis or parrots' disease, which caused a number of epidemics and deaths
throughout the United States, has almost completely disappeared through studies
and control methods put Into force by the State of California and the Service.

The prevention of Rocky Mountain spotted fever through the use of a vaccine
discovered and perfected by an officer of the Service and produced only in the
Montana laboratory of the Serv:cc appears at the present time our only means of
combating this disease and its high fatality rate in the West.

Epidemics of infantile paralysis which occur in some State or city almost
annually have required Service cooperation since the preliminary investigation
of 1910. From field and laboratory studies in regard to this disease has come a
substantial knowledge upon which hope of control and prevention can be based.

The cooperation of the Service in these matters from a national standpoint
has made it possible to avoid unnecessary restrictions In commerce and in the
travel of people which otherwise would have occurred.

The expectancy of life In the United States has considerably Increased In the
past 20 years. Prom our own studies, those of the Metropolitan Life Insurance
Co., and the Milbank Memorial Fund, it can be definitely stated that this Is due
to the saving of lives In the younger age groups and not to any increased expect-
ancy from an adult viewpoint. As Miss Wiehl of the Milbank Memorial Fund
says, "Mortalily among Infants, children, and young adults has declined strik-



ECONOMIC SECURITY AOT 386

ingly, but among older adult-; death rates have actually increased during the past
half century."

Such diseases as heart disease, which, according to Dr. Dublin, claim more
Victims than tuberculosis and cancer combined, diabetes, and cancer, are actually
on the increase.

The Public Health Service has been ablo to contribute only a little to our
knowledge of the causes and prevention of these diseases, due to the more imme-
diate importance of other public-health problems. Their importance, however,
is recognized and if the adult of today is to look forward to any increase in his
expectancy of life it will be through an attack on these conditions.

Venereal diseases form one of ou major social problems in causing disability
during the most active years of life as well as contributing substantially to the
death rate in the older age periods.

The Public Health Service has attacked these problems, first, in aiding States
in the development of venereal-disease clinics for the treatment of those already
infected, a measure which has been extensively tried out in England with an
actual reduction in infected cases in the last few years; second, in cooperative
studies with States and universities in studying the success of different forms of
treatment in the cure of syphilis; third, the study of methods of making recently
infected cases noninfectious in order to prevent the spread of the disease.

The continuance and expansion of such investigations form the only practical
methods of bringing these diseases under control.

Again it has been physically impossible from the standpoint of personnel and
expense to meet within a reasonable time the requests of State governments for
studies of their State departments of health for the purpose of reorganization
along effective lines nnd for assistance in developing logical and efficient ordi-
nances in milk sanitation and control. The Federal Government's participation
and leadership in this field depends entirely on its investigations of public-health
procedures and their effect in the reduction of disease. The investigation of such
procedures requires the most careful and tedious study but thelr value to the
tates is that they form the basis of successful accomplishmnent in public-health

administration.
The few brief examples of the type of public-health investigations which are

carried on bv the Public Health Service do not in any way cover the whole field 6f
public health, nor do they give any evidence of the number of similar problems of
equal Importance which are now Cefore the Service. They do serve, however, to
explain the interstate and national aspects of the investigational work of the
Public Health Service which will be accomplished with the Increased funds
provided under this section.

There Is appended herewith a brief history of the Division of Scientific Research
of the Public Health Service, together with a statement of its major accomplish-
ments since its inception in 18S7.

HISTORY or DEVELOPMENT

By successive laws enacted by Congress during the period 1799 to 1879, the
public-health activities o! the Service at the beOnning of the year 1880 were
concerned with the conduct of maritime quarantine, the taking of measures In
the case of epidemics, the making of quarantine regulations for the prevention
of the introduction of cholera, the collecting of sanitary data and publishing of
the Public Health Reports, and cooperation with State and local authorities in
the prevention of the introduction of Infectious and contagious diseases.

ESTABLISHMENT OF THE HYGIENIC LABORATORY-NOW CALLED THE "NATIONAL
INSTITUTE OF HEALTH"

dependent studies of yellow fever and other diseases were made necessary on
account of their occurrence in epidemic form, and it became apparent that pro.
vision should be made for conducting studies relating to the public health. In
1887, therefore, the hygienic laboratory was established at the Marine Hospital,
New York, for investigations of contagious and infectious diseases and matters
pertaining to public health. Its first director was Passed Assistant Surgeon J. J.
Kinyoun.

With the establishment of this laboratory the work of the Service In the field
of scientific research had its definite origin. Scientific studies and investigations
of yellow fever, cholera, malaria, tuberculosis pneumonia, and the potency of
various gaseous disinfectants were immediately undertaken, and the officer In
charge of the laboratory was detailed to make observations and studies n foreign
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laboratories in order that he might conduct the work of the hygienlo laboratory
in accordance with the beat thought at the time.

A second, though temporary, laboratory was established in 1889 at the quaran-
tine station at Key West on Dry Yorttigja Keys for the specific purpose of making
studies of yellow fever.

In 1891 the removal of the Bureau headquarters to the Butler Building, across
from the south end of the capitol, made possible the transfer of the hygienic
laboratory from the Marine Hospital in New York to the upper story of the new
building. The change was deemed advisable in order that the laboratory might
be more available for service in connection with other institutions and that better
supervision id the work might be conducted.

Leprosy commission forme.-A commission for studying leprosy in the United
States was appointed in 1899.

Plague laboratory opened.-The following year Aitnessed the establishment of
the Federal plague laboratory at San Francisco. The latter was made necessary
by the appearance of plague on the Pacific coast in 1900, and the successful results
accomplished in fighting the disease must be attributed in part, at least, to the
work done at that laboratory.

Upon the second appearance of plague in San Francisco in 1907, the same
agency was again utilized to determine the extent of the infection, and following
the discovery that ground squirrels were infected with plague, a branch plague
laboratory was established in the region of their habitat in order to extend the
scientific investigations into this fertile but hitherto unrecognized field.

HYOIENIC LABORATORY BUILDING PROYIDED

In 1901 the work of the hygienic laboratory had increased to such proportions
that a proper building was necessary, and by an act of Congress approved March
3, 1901, an appropriation of $35,000 was made for an additional building for in-
vestigations of contagious and infectious diseases and matters pertaining to the
public health. Approximately 5 acres of land which were a part of the old naval
hospital grounds were transferred to the Treasury Department as a site for the
new building.

Passed Assistant Surgeon M. J. Rosenau, who was the director of the hygienic
laboratory, recommended that the main work of the laboratory be divided into
four large divisions: (1) Chemistry division, (2) biological division, (3) pharma.
ceutical division, and (4) pathological division, with a chief for each division.
These recommendations were put into effect by an act of Congress July 1, 1902,
provision then being made for a director of the hygienic laboratory and for placing
certain persons in charge of the divisions of chemistry, zoology, and pharmacology.

DIVISION OF SCIENTIFIC RESEARCH ORGANIZED

The organization of a Bureau division of scientific research was effected Sep-
tember 1901. By an act of Congress approved July 1, 1902 this and other divi-
sions of the Bureau received definite status in law and authorization was given
for the appointment of assistant surgeons general in charge of them.

The affairs of the hygienic laboratory, so far as they required Bureau action,
were included in this division. By an act approved July 1, 1002, Congress
reorganized the Marine Hospital Service into the Bureau of Public Health
Service, and the following sections of this act have a direct bearing on the devel-
opments of the division:

"SEC. 5. That there shall be an Advisory Board for the Hygienic Laboratory
provided by the act of Congress approved March 3, 1901, for consultation with
the Surgeon General of the Public Health and Marine liospital Service relating
to the Investigations to be inaugurated and the methods of conducting the same
in said laboratory. The Board shall consist of three competent experts to be
detailed from the Army, the Navy and Bureau of Animal Industry *
which experts with the Director of the said laboratory shall be ex officio members
of the Board and serve without additional compensation. Five other members
of said Board shall be appointed by the Surgeon General of the Public Health
and Marine Hospital Service with the approval of the Secretary of the Treasury
who shall be skilled in laboratory worn" in its relation to the public health, and not
in regular employment of the lGovernment * * *.

"SEc. 6. That there shall be appointed by the Surgeon General with the ap-
proval of the Secretary of the Treasury, whenever in the opinion of the Surgeon
General commissioned medical officers of the Public Health and Marine Hospital
Service are not available for this duty by detail, competent persons to take charge
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of the divisions, respectively, of chemistry, zoology, and pharmacology of the
Hygienic Laboratory * * *."

CONTROL OF BIOLOGIC PRODUCTS AUTHORIZED

In addition to the above, another act of Congress was approved July 1, 1902,
entitled "An act to regulate the sale of viruses, serums, toxin.q and analogous
products in the District of Columbia, to regulate interstate traffic In said articles,
and for other purposes." This a t and the regulations drawn up in accordance
with it, required that establishments manufacturing biologic products he inspected
by a medical officer of the Service and upon his report, when acted upon by the
sanitary board of the Service, Is based the decision whether establishments shall
be granted licenses for the manufacture of these prodticts.

Research division of ths connecting link.-The Division of Scientific Research
of the Public Health Service thus became in 1902 the connecting link between
the administrative office and the several scientific laboratories.

Leprosy inrvestigations established.-The work of the division was continued
along similar lines With some enlargement of the laboratories until 1905 %hen,
as a result of the studies of leprosy conducted by the Commission of 189C, pro-
vision was made by Congress March 3,1905, for an Investigation station in Hawaii
which should be devoted to studies of leprosy and the care of lepers in the island.

CHARACTER AND GROWTH OF SCIENTIFIC WORK

By the end of the fiscal year 1906 the activities of the Service had resulted in
a gradual but steady increase in the work of the Scientific Research Division

The necessity for scientific investigations which Involved far more than purely
laboratory work frequently arose and it became one of the duties of the Division
of Scientific Research to designate its officers who could conduct such work to
the best advantage, even though they were not at the time on duty at the labora-
tory, and to supplement such investigations by the techn,'al skill of men in one
or other of the laboratory divisions.

In the. work of the division up to the year 1912 there was a steady growth
which included participation in the work of tle Puerto R!co Anemia Commission,
investigations of Rocky Mountain spotted tver, the operation of the Yellow
Fever Institute, studies of the phenomena of ai.aphys.xis, special studies of milk
in relation to public health, and the standard unit for tetanus antitoxin which
has been devised came into general use. In 1908 studies of pellagra were under-
taken and antirabic treatments were made available for shipment to State boards
of health. In 1909 studies of Mexican typhus fever were undertaken and its
transmission by body lice proven. Studies of health problems in rural districts
were begun. In 1910 sanitary surveys of the pollution of navigable waters were
begun and in 1912 Investigations of trachoma among the Indians and eastern
mountaineers were made and systematic preventive measures among the latter
were advised.

FIELD INVESTIGATIONS AUTHORIZED

It had long been recognized that there was need of additional authority to
undertake systematic field Investigations of scientific and practical public health
problems, and by an act of Congress approved August 14, 1912 the name of the
service was changed from the Public Heath and Marine Hospital Service to the
Public Health Service and its powers were broadened as follows:

"The Public Health Service may study and investigate the diseases of man
and conditions Influencing the propagation and spread thereof, Including sanita-
tion and sewage and the pollution either directly or indirectly of the navigable
streams and lakes of the United States, and it may from time to time Issue infor-
mation in the form of publications for the use of the public."

The enactment of this law marked the beginning of a new epoch In the develop-
ment of public-health work by the Oovernment.

Organization of field wotk.-The organization of the work of the Division of
Scientific Research may be conveniently divided into two general fields, laboratory
stations and field offices, although the work of the two are so Interrelated that
no arbitrary boundary can be set.

LABORATORY STUDIES

Four laboratory stations are operated by the Division: The National Institute
of Health (formerly the hygienio laboratory), Washington D. C.; the stream
pollution laboratory, Cincinnati, Ohio; the Rocky Mountain spotted fever lab-
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oratory, Hamilton Mont.; the cancer investigations laboratory, Harvard Medical
School, Boston, NMass.

The National Institute of Health.-The developments of the National Institute
of Health (formerly the hygienic laboratory) have already been referred to. By
the act of October 30, 1918, Congress authorized the second building at a limited
cost of $250,000, and again on May 26, 1930, under the so-called "Ransdell bill,"
Congress changed the name of the hygienic laboratory'to that of the National
Institute of Health, and authorized the construction and equipment of additional
buildings in the amount of $750,000. This act also authorized the Secretary of
the Treasurysto accept on behalf of the United States gifts'made for the study
investigation, and research into the fundamental problems of diseases of man and
matters pertaining thereto and for the acquisition of grounds or for erection,
equipment, and maintenance of buildings, and the Surgeon General with the
approval of the Secretary of the Treasury was authorized to establish and main-
tain fellowships in the National Institute of Health from funds donated for this
purpose. It also granted authority for scientists who were selected and appointed
as fellows to prosecute their investigations in other localities and institutions
than the National Institute of Health and in this and other countries during
their term as fellows, and provided that facilities of the Institute could be made
available to bona fide health authorities of States, counties, or municipalities for
purposes of instruction and investigation.

A previous act in the same year, namely, April 9, 1930, authorized the Surgeon
General of the Public Health Service to detail personnel of the Public Health
Service to educational and research institutions for special studies of scientific
problems relating to public health and extended the facilities of the Public Health
Service to health officials and scientists engaged in sp cial studies. In addition,
the Secretary of the Treasury was authorized to establish additional divisions in
the National Institute of Health as he might deem necessary to provide agen( ies
for the solution of public health problems, and facilities therein for the coordination
of research by public health officials and other scientists and for demonstrations
of sanitary methods and appliances.

In 1934the Secretary of the Treasury allotted $100,000 for an experimental
station for the breeding and rearing of pure strains of animals used by the Na-
tional Institute of Health in connection with the control of biologics. Ninety
acres of ground have been offered b a private citizen of Bethesda Md , as a gift
to the Secretary of the Treasury for the National Institute of Health for this
purpose.

, reampollution laboratory.-In 1913 under the direction of Surg. W. H. Frost,
the old Marine Hospital at Cincinnati, Ohio, was put into condition and began
operations as a laboratory for studies in stream pollution and sewage disposal.

Rocky Mountain spotted fever laboratory.-The studies of Rocky Mountain
spotted fever which began early in the present century were finally concentrated
at the field laboratory of the State of Montaua at Hamilton. Under an act of
Congress, February 27, 1931, the Secretary of the Treasury was authorized to
purchase this laboratory and to erect a second laboratory at a limited cost of
$75,000 each. Since that time funds have been secured from the Public Works
Administration in the amount of approximately $180,000 for the erection ofanimal buildings and quarters.

Cancer inveetigation.s atory.---This laboratory was established In 1922
occupying space in the section of preventive medicine and hygiene at Harvard
Medical 1hool, Boston, Mass. Through ,the courtesy of that institution this
laboratory has ueen developed and maintained since that time.

FIELD INVESTIOATIONS

The field Investigation offices of the Public Health Service ace developed and
maintained In accordance with the necessity arising in their particular fields of
work. Tzuese offices are not permanent institutions but their work may be
enlarged or terminated or additional offices may be established as the demw.nd of
research work of the Public Health Service indicates. At the present time these
field offices consist of heart disease investigations (in cooperation witl the Na-
tional Institute of Health and the University of Pennsylvania); lepro y Investi-
gations; malaria investigations; nutritional disease Investigations; plague investi-
gations; Rocky Mountain spotted fever investigations; child hygiene investiga-
tions; milk investigations; PublIc Health methods investigations; statistical In-
vestigations; Industrial hygiene and sanitation investigations; amebic dysentery
investigations; encephalitis investigations, and poliomyelitis investigations.
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ACHIEVEMENTS OF THE Divis0N OF SCIENTIFiC RESEARCH IN THE FIELDS OF

MEDICAL AND PUBLIC HEALTH SCIENCES

It is not believed desirable to set down the many contributions of the Division
of Scientific Research of the Public Health Service in the fields of medical and
public-health sciences. There are, therefore, tabulated belowonly the outstanding
achievements of the laboratories and field offices of the division.

LABORATORIES
National Institute of Health:

Control of biological products for human use. Six official standards devised
and promulgated as follows: Diphtheria antitoxin, scarlet fever strepto-
coccus antitoxin, tetanus antitoxin, botulinus antitoxin, perfringens anti-
toxin, and gas gangrene antitoxin (Vibrion septique). In addition prepa-
ration and distribution to commercial laboratories of technic for 10 official
tests. Thirty-nine domestic and 10 foreign estabshments holding licenses
as of December 1934.

Prevalence and geographic distribution of hookworm disease in the United
States. 1903. Stiles.

Rocky Mountain spotted fever. Identification of the carrier tick; Anderson,
1903. Zoological Investigation Into the cause, transmission, and source;
Stiles, 1905. Preparation of a prophylactic vaccine; Spencer, 1924.
Identification of the disease In the eastern part of the United States;
Badger, Dyer and Rumreich, 1931 (Rocky Mountain spotted fever labora-
tory and National Institute of Health).

Anaphylaxis (simultaneously with R. Otto, Vienna); Rosenau and Anderson,
1906.

Origin and prevalence of typhoid fever in the District of Columbia. Facts
developed in these Investigations contributed largely to the 10 years'
campaign for general sanitation waged by the service and State health
departments; Rosenau, Lumsden, Kastle, Goldberger, Stimeon, Stiles,
1907-10.

Milk and Its relation to the public health; various workers, 1908.
Observations on administration of thyroid substance developed a biological

method for standardization of thyroid hormone; Hunt and Seldell, 1909.
Fundamental investigations of oxidases; Kastle, 1909.
Chemical tests for blood; Kastle, 1909.
Studies of synthetic cholin derivatives opening up a wide field of physiological

research; Hunt and Taveau, 1909-10.
Tularemia; plaguelike organism identified; McCoy and Chapin, 1909.

Etiology; Francis, 1919-21. Geographic distribution and visibility of
organism; Francis; subsequent to original studies.

Facts and problem r.frabies; Stimson, 1910.
Infections period of measles; Anderson and Goldberger, 1911.
Typhus; relation of Brill's disease to typhus; Anderson and Goldberger, 1912.

Experimental transmission of endemic typhus by rat flea; Dyer, Ceder,
Rumrelch, and Badger, 1931.

Method of standardizing disinfectants; Anderson and McClintic, 1912.Pellagra; Goldberger, Wheeler, Waring and Willets, 1915.
Studies on reconstructed milk; Phelpn atevenson and Shoub, 119.
Trinitrotoluene poisoning; Voegtlin, Hooper, Elvove, Livingston, and Johnson,

1920.
Studies of oxidation reduction phenomena with special reference to its bio-

logical significance; Clark Elvove, Gibbs, Cohen, and Sullivan, 1920-27.
Development of a specific e;t for cysteine and its utilization in biological

investigations- Sullivan, 1921-24.
Ameblasis; 20,06 speemens from returned soldiers examined with negligible

findings; Stiles, 1921. Chicago epidemic and uncovering of carrier
problem; McCoy, 1934 (studies still under way).

Studies on alum process for clarification of water leading to practical im-
provements; Miflier, 1922-25.

Identification of pellagra with blacktongue of dogs; Wheeler, GOldberger
and Blackstock, 1922. Experimental blacktongue; Goldberger and
Wheeler, 1928.

Pollution of underground water; Stiles and Crohurst, 1923.
Botulism; studies of causative organisms- Bengtson, 1924.
Relation of contagious abortion of cattle to undulant fever 9f man Evans,

1923.
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National Institute of Health-Continued
A new vitamin B2 found in brewers' yeast; Smith and Hendrick, 1926.
Tetraethyl lead in'gasoline; Leake et al., 1926.
Encephaiitis; etiology of epidemic encephalitis- Evans and Freeman, 1926.

Postvaccinal- Armstrong, 1929. Isolation of a new virus; Armstrong and
Wooley, 1931.

Tetanus following vaccination, avoidance of shields; Armstrong,' 1927.
Fundamental studies of the sugars including development of improved

methods of preparing various sugars for use in bacteriology; Hudson,
Jackjon, Hann, Ilockett, 'Merrill, and Montgomery, 1928 (and still under
way).

Infective agent of psittacosis; Armstrong, McCoy, and Branham, 1930.
Use of convalescent blood for treatment proposed; Stimson, 1930.

Identification of adulterant causing "ginger jake" paralysis; Smith, and
Elvove, 1930.

Prevention of fatal bichloride poisoning by use of formaldehyde sulphoxy.
late- Rosenthal, 1933-34.

Stream Polution Investigations:
Studies on the treatment and disposal of industrial wastes.

Treatment and disposal of strawboard wastes.
Purification of tannery wastes.
Purification of tomato canning wastes.

Studies of the pollution and natural purification of streams.
Plankton and related organisms.
Factors in the phenomena cf oxidation and reseration.
The oxygen demand of polluted waters.

Studies of the efficiency of water purification processes.
Studies of the pollution and natural purificaton of the Ohio River, Illinois

River, and Mississippi River.
Laboratory and experimental studies of water purification.

Hydrogen ion concentrations in relation to the formation of floe in
alum solutions.

The ortho-tolidine reagent for free chlorine in water.
Effects of modifications in coagulation-sedimentation on the bacterial

efficiency of preliminary water treatment in connection with rapid-
sand filtration.

Prechlorination in relation to the efficiency of water filtration processes.
Influence of the plankton on the biochemical oxidation of organic matter.
Rate of disappearance of oxygen in sludge.
Dissolved oxygen in the presence of organic matter, hypochlorites and

sulphite wastes.
Nitrification in sewage mixtures.

Treatment and disposal of sewage.
Studies of the excess oxygen method for the determination of biochemical

oxygen demand of sewage and industrial wastes.
Studies of the biological processes in activated sludge.

Cancer Laboratory:
Studies of the biological action of X-rays and electro-magnetic radiation.
Cytological studies in relation to the growth of normal and malignant tissue.
Studies of the carcinogenic substances in the genesis of tumors.
Studies of the resistance and susceptibility of malignant growths.
Studies of the effect of certain bacterial products on malignant growths.

FIELD INVESTIOATIONS
Milk Investigations:

Development of the Public Health Service Milk Sanitation Code (now
adopted by over 600 municipalities).

Studies of the processes for pasteurization of milk supplies which lead to the
development of design and operation specifications for pasteurization
machinery.

Studies of Public Health Methods:
Determination of the effectiveness and economy of public health practices.

Statistical Investigations:
Studies of the principal causes of illness and the elements of population most

seriously effected.
Studies of the common cold and related respiratory diseases in Inter-epidemic

periods.
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Child Hyfiene Investigations:

Studies in relation to the growth and development of children.
Industrial hygiene investigations:

Development of survey methods for the determination of industrial hazards.
Studies of the health of workers in dusty trades.
Studies of specific industrial poisons:

Carbon monoxide.
Lead.
Radium (painting watch and clock dials).
Benzol.
Methyl and ethyl bromide.
Methyl and ethyl chloride.
Ethyl benzene.
Ethylene oxide.

Ventilation studies.:
Efficiency of ventilating devices as found in actual practice.

Studies of Industrial dermatitis.
Studies of abnormal temperature and humidity.
Studies of Illumination.

Effects of certain sizes of windows, and ceiling heights on the distribution
of natural illumination.

Malaria Investigations:
Determination that A. quadrimaculatus is the principal vector of malaria in

the United States.
Studies of malaria control through (1) drugs, (2) screening, (3) drainage,

(4) larvicides, and (5) biological methods.
Studied of laboratory propagation of mosquitoes and malaria therapy of

syphilis of the central nervous system.
Studies of convection of mosquitoes in airplanes to the United States from

other countries.
Heart disease:

Production of rheumatic heart disease in animals by means of scurvy diet
and injection of streptococcus toxin.

Nutrition:
Studies of fluorides in relation to mottled enamel in children.
Study and determination of the pellagra-preventive foods.

Leprosy Investigations:
Epidemiological considerations in the study of leprosy.
Determination of the probable mode of infection in rat leprosy.
Studies of the relationship of rat and human leprosy to the diet.

USE OF THE PaOposED FUND FOR AID TO STATES

It is proposed that the $8 000,000 to be appropriated annually for aid to States
would be used in the following manner:

1. To strengthen service divisions of State health departmuts.
2. To assist in providing adequate facilities in State health departments

especiallyfor the promotion and supervision of full-time city, county, and district
health organizations.

3. To give, through the State health departments, direct aid towards the
development and maintenance of adequate city, county, and district health
organizations.

4. To assist in developing trained personnel for positions to be established in
the extension of city, county, and district health organizations.

5. To prbvlde, throu bth e State health departments, aid In the purchase of
biological products and other drugs needed for individual immunization and
other preventive activities among the poor.

While it is considered unlikely that all of that part of the $8,000,000 allocated
to aid of State and local health organizations which would be used for the develop._
ment and maintenance of full-time county or district health units could be utilized
satisfactorily in the organization of such units during the first year, it is proposed
that the funds available for this purpose could be used to great advantage tem-
porarily to aid the most needy of the 2,000 counties now without any health
service whatever in providing at least a public health nursing service until ade-
quate full-time health service under full-time specially trained medical health
officers can be established.

116807-35----26
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With respect to the basis for distribution of the $8,000,000 fund among the
several States the bill provides that the allotments should be made according
to the demonstrated need in each State. In determining such need, it is proposed
that consideration be given to size of population, but with due regard to other
factors involved.

It is proposed that funds would be allotted to the States on the basis of budgets
showing contributions from State and local sources for each project for each year,
and that the maintenance of certain generally accepted standards of personnel
qualifications and service would be required.

The attached statement shows the organization and functions of a county or
district health unit.

In spite of the curtailment of appropriations for health work In recent years
there is at present a shortage of individuals trained for health work. The pub-
lle-health field has not heretofore attracted a surplus of trained workers, for the
reason that the slow development made opportunity for employment too un-
certain.

Should the Federal, State, and local governments joing in a movement for
rapidly extending full-time local health service throughout the country, the first
step must be the training of a large number of workers. It would be useless
and wasteful to attempt further expansion without first creating a reservoir of
trained workers. It is believed that the Federal Government should do its
part toward the training of this personnel, and since the types of young physi-
cians and nurses usually selected for health work are not usually able to provide
support for themselves during the training period, it is considered proper that
they should, while training, receive a small stipend sufficient to meet their living
expenses. The Rockefeller Foundation, which has for some years contributed
annually to the training of selected groups of young physicians for health work,
has made a practice of allowing a living stipend to trainees.

THE ORGANIZATION AND FUNCTIONS OF A COUNTY HEALTH UNIT

State Health Department:
Division of county health work (general supervision and technical advisory

service).
County Health Department:

County board of health (determination of policies and promulgation of regr-
lations).

County health officer (direction of executive staff):
Public-health nurses.
Sanitary Inspectors.
Milk and food inspector.
Laboratory technician.
Clerk.

ACTIVITIES

1. Educational:
a. Health lectures.
b. Bulletins distributed.
c. Newspaper articles.
d. Letters.
e. Health exhibits.

2. Sanitary inspection:
a. Private premises.
b. Schools stores, camps, etc.

3. Special inspecions:
a. Dairies.
b. Other food handling places.

4. Examinations:
a. Life-extension advice.
b. Diagnostic clinics for mothers

and Infants.
c. Food handlers.
d. Diagnostic chest clinics for

tuberculosis.

5. Communicable disease control:
a. Visits to cases.
b. Advice to mothers on preven-

tive measures.
c. Isolation of cases and quar-

antine of contacts.
6. Immunizations:

a. Antityphoid vaccinations.
b. Smallpox vaccinations.
c. Diphtheria prevention (toxin-

antitoxin and toxoid).
d. Schick tests.

7. Child hygiene:
a. Prenatal:

1. Cases visited and advised.
2. Office conferences.
3. Group conferences.
4. Midwives Instructed.
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ACTIVITEs-continued

7. Child hygiene-Continued.
b. Infant and preschool:

1. Babies and children ex-
amined.

2. Advisory office consulta-
tion, mothers.

3. Group conferences, moth-
ers.

4. Home visits.
c. School:

1. Children examined.
2. Home visits.
3. Defects corrected.
4. Health Instruction to teach-

ers.
5. Nutritional classes.

S. Malaria control (in areas where ap-
plicable):

a. Elimination of breeding
places of mosquitoes.

b. Advice on screening.

9. Excreta disposal:
a. Extension of sewer systems

recommended.
b. Construction of sanitary out-

side toilets.
10. Water supplies:

a. Advice to rural residents on
protection of watersupplies.

b. Protection of roadside sup-
plies.

11. Laboratory examinations:
a. Examinations for physicians,

communicable diseases.
b. Examinations for release of

cases and contacts.
c. Milk and water samples.

12. Records:
a. Vital statistics.
b. Records of activities.

13. Cooperation with other local official
and voluntary organizations.

SEATTLE, December 13, 193.
lon. HE.v MOROENTUAV, Jr.,

Secretary of the Treasury, Washington, D. C.
My DEAR MR. MOROENTHAU: For 7 years it was my privilege to occupy the

position of commissioner of health to the city of Seattle. During that period
Seattle established some national records and, as a result, the other cities, towns,
and counties of this State followed Seattle's health program. Many of our
counties are sparsely settled and had to receive assistance at that time from the
United States Public Health Service, also from private agencies. During our.
present economic stress, this source of revenue has been discontinued and as a
result, the health work In several counties completely abandoned.

May I urze that the Treasury Department expand the program of the Public
Health Service. An expansion of the Federal Public Health program, particularly
along the lines of child welfare, will avwaken the various States, counties, cities,
and towns of this Nation to a fuller realization of the value these children of today
have to national welfare tomorrow.

We are emerging from this national economic stress and when that day arrives,
I trust this country will not be handicapped by men and women deficient In
physical or emotional health.

Sincerely, E. T. HANLEY, M. D.

Hon. FRANKLIN D. RoosEVLT
The President of the UniteJ Stoe#,

Wa3hington, D. C.
Hon. HENRY MORGENTHAU,

Secretary of the Treasury, Vashington, D. C.
Local health service most neglected need in Texas. Demand from counties for

assistance to establish this service many times exceeds funds at our disposal for
cooperative.aid. Only 9 counties out of 254 now receiving benefits of county
health units. Texas near bottom of list in this service. State not now receiving
and never has received outside help commensurate with other Southern States
due to weak slipport given this program by State Itself. Am including In next
biennial budget 50 thousand pe, year for county health units. This If secured
will only partially meet need. k trongly urge provisions for at least like amount
from Federal sources.

JOHN W BROWN, Stole Health Officer.
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VANDERBILT UNIVERSITY,

Mr. HENRY MOROENTIIAU, Nashrilte, Tenn., December 14, 1934.
Secretary of the United States Treasury,

Was8hington, D. C.
MY DEAR Sin: I am very much interested In the contributions which may be

made by the Federal Government through the United States Public Health
Service and Children's Bureau concerning the promotion of public health In the
United States. There is today a greater need for the extension of this valuable
work than luring any preceding period in the history of this country. The pop-
ulation groups In cities face many difficulties with reference to the prevention and
control of disease and the maintenance of normal health, and in reality this
problem Is even more serious in rural areas. The great expansion of this country
s such that there are large areas which are yet unprovided for in health protec-
tion. In my judgment this can only be accomplished through a cooperative ar-
rangement between the Federal Government and State and local health depart-
ments. It is not wise for the Federal Government to disregard its responsibility
in the protection of public health because this is a problem which not only con-
cerns a particular State but also It is of tremendous importance from the stand-
point of the relation of populations of the respective States. Disease has no
boundaries and It Is therefore necessary that the United States Public Health
Service and State governments cooperate In working out a larger scheme of
public health and Institute procedures for its maintenance. There is no escape
from this point of view as I understand the problem, and I hope that plans %ill
be developed which villI result in the establishment of a larger scheme of public
health and its efficient administration. I am thoroughly In sympathy wi h the
effort which is being put forth in this respect.Yours sincerely, W. S. LEATHERS, Dean.

CITY OF FARGO, December 10, 1934.
Mr. HENRY MOROENTHAU,

Secretary of the Treasury, Washington, D. C.
M DEAR Ma. MOROENTHAU: Having noted the small allotment from Federal

fund to the Public Health Service, I would urge that, if possible, this amount
be increased so that the Public Health Service may be In a position to extend an
Increased amount of aid and leadership in the support of State and local health
work.

The budgets of both of these departments, particularly in the Northwest, have
been materially cut In the last few years. and the expenditure of funds in these
fields and under the supervision of the Public Health Service can be made to
bring good returns.Very truly yours, B. K. KILBOURNE, NI. D.,

City Health Officer.

CHILD STUDY ASSOCIATION OF AMERICA,

Mr. HENRY MOROENTHAU, JR New York, N. Y., December 5, 1934.
Secretary of the Treasury, Iashingon, D. C.

DZAR Ma. MOROENTHAU: In the Child Study Association we are concerned
not only with the special welfare of children butall of the family relationship.
Much of the Insecurity that affects their lives Is due to Ill health, which Is dreaded
almost as much as unemployment. I am, therefore, very much Interested In
the administration's program for social security, especially as it relates to health
Insurance.

Unemployment Insurance of course Is fundamental and It does not require
very much Imagination on the part of the public to realize the need for It. The
difficulties that arise from the ill health of the breadwinner In a family, or the
mother of a household, have much more subtle and devastating aspects. I am
therefore, adding my voice to those of all persons interested In the welfare of the
public, on behalf of health Insurance as an integral part of the Government's
social program.

In view of what has been made possible by the remarkable advances in the
medical arts and sciences within our own lifetime, we cannot be content with
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the kind of medical help thAt the masses of people are able to purchase, even
though that be superior to what was available a generation ago. Since so much
better care is actually possible and feasible under suitable organization, the
importance of an early effort to establish a comprehensive system of health
insurance cannot be too strongly urged.

Very sincerely yours, M. GXuENBEao, Direor.

HENRY STREET SETTLEMENT, VISITING NURSE SERVICE,
New York, January 5, 1955.

Hon. HENRY MORGENTHAU, Jr.,
Secretary of the Treasury, Washington, D. C.

DEAR MR. SECRETARY: Because of the nurses of the Henry Street Visiting
Nurse Service visit approximately 2,000 families daily in New York City our
nursing committee has been made keenly aware of the health conditions" in the
homes of the low income groups and in the homes of the unemployed. We are
greatly disturbed by the difficulties in maintaining health standards in these
homes because of the Increased needs of the families and the restricted budgets
of health agencies.

We therefore earnestly urge the immediate consideration of public health
protection as an essential part of the whole economic security program.

Very truly yours, MARY H. Sworr, Corresponding secretary.

DECEMBER 7, 1934.
President FRANKLIN D. ROOsEvET,

The VAife House, Washington, D. C.
DEAR MR. PRESIDENT: From years of experience in public health in New York

State, I am In favor of a program that will round out the work of county health
departments under State leadership and guidance.

Leaving the entire responsibility to local Interests, influenced by the
"depression", has not worked out. There should be some direction from the
Federal Government, and it should Include some degree of Federal financial
support. We are not making use of our present scientific knowledge in the pro-
tection and control of disease, and the reason is that we have not as good local
administrative machinery as Is necessary.
I am writing you this letter to assist to whatever extent it may be in informing

you of public opinion.
Mo rs respectfully,W .H R o s

THE BERGEN COUNTY MEDICAL SOCIETY,December i1, 19$ .
The Honorable HENRY MORGENTIIAU, Jr.,

Secretary of Ike Treasury, Washington, D. C.
HONORABLE SIR: The State of New Jersey's Public Health organization leaves

the health activities principally in the hands of the nearly 500 municipalities. The
larger towns and cities give what might be termed good health service, but the
more numerous smaller municipalities' activities are far from ideal, generally
speaking. Due to these facts a movement is starting for larger health units,
namely county. This unit I well know Is considered by the United States Public
Health Service as the Ideal for efficiency. I also know of a great many counties
in the country having been aided by the Federal Government financially and
In personnel In setting up these units.

This movement is just being started and will be some time before it actually
develops. The legislature has as yet to pass appropriate laws in this State for a
county department of health. So as to be prepa in advance, may I ask what
Federal aid could be obtained and what procedure would have to be followed to
obtain them?

Tanking you for your information, I am,
Very truly yqurs, F. EDWARD WHITEHEAD,

Executive Secretary.
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PzxK COUNTY HEALTH DEPARTMENT,
MIssSIPPI STATE BOARD OF HEALTH,

Mr. HENRY MORGENTHAU, McComb, Miss., December 18, 1934.

Secretary of the Treasury and Member Commitle on Economic Security,
Washington, D. C.

DEAR MR. MOROENTHAU: I wish to take this opportunity to impress upon you
and the Committee on Economic Security the need for more adequate considera-
tion of Federal legislation concerning State and local health work. The public-
health program has not in the past been adequate except in the very few counties
where philanthropic organizations have seen fit to lend their financial cooperation.
In our State only 25 of the 82 counties have any type of full-time public-health
service, and many of the 25 who have full-time service have such to a very in-
adequate extent. The reason this service is not extended to all counties as it
should be, is because of inadequate consideration by our Federal Government to
this most important service. May I respectfully insist that you lend your whole-
hearted support to obtaining for this service adequate financial consideration by
our Federal Government.
I wish to submit for your consideration a few of the health improvements that

have been accomplished in Pike County, Miss., as a result of what may be con-
sidered fairly adequate health service for a county. This county receives financial
assistance from a philanthropic organization to over 50 percent of the total op-
erating expense of the health department. There are 5 nurses, I sanitary inspec-
tor, 1 veterinarian in charge of milk control, 2 secretaries, I dental hygienist, and
1 medical director in the personnel of this department. Every county in the
United States should have a similar personnel.

This department was organized on July 1, 1931. The following facts are
respectfully submitted:

SANITATION

All 64 schools in the county with adequate sanitary toilet facilities; over 1,600
sanitary toilets in homes i improvements made in all public water supplies making
them safe; and over 25 miles of ditches opened in the control of mosquito breeding.

From a survey made In this State in 1932 by the Rockefeller Foundation I
was found that approximately 30 percent of the population of Mississippi was
infested with hookworm. This department has been fighting this disease con-
stantly since 1931, and to date we have reduced this to approximately 4 percent
of the population infested in the county.

FOOD AND MILK CONTROL

All food-handling establishments made to comply with State sanitary regula-
tions. Construction of an abattoir, where formerly none existed meeting United
States Public Health Service requirements. Installment of a $3,000 grade "A"
pasteurzIng plant where none formerly existed in the county. Three of the
four municipalities of the county have adopted the United States Public Health
Service milk ordinance. United States Public Health Service rating revealed
that above 90 percent complied with this milk ordinance in McComb. Grade
"A" raw milk placed in all schools in the county and served with hot lunches In
1933 and 1934. All cows supplying milk for human consumption in the county
have been tuberculin tested each year since 1932. All persons handling food in
the county are given annual physical examination for contagious diseases.

MEDICAL AND NURSING SERVIC
-

Typhoid deaths reduced to nil in 1932; typhoid cases reduced from previous
5-year average of 19 to 5 in 1934; diphtheria deaths reduced to nil in 1934;
diphtheria cases reduced from a previous 5-year average of 36 to 11 in 1934;
scarlet fever cases reduced from a previous 5-year average of 22 to 17 in 1934.

As result of an intensive case-finding program, tuberculosis eames found, and
properly cared for increased from a previous 5-year average of 10 to 108 known
cases In 1934. Deaths from tuberculosis have not increased in proportion
showing that the disease has not increased but that the case-finding program is
successful. The number of deaths remained from 18 to 21 during the existence
of the health department in the county.

Maternal death rate for those under supervision of the health department in
1933 was nil, and for those not under supervision It was 11.4. More than 50 per-
cent of the total antepartum cases were rendered service by the health department.
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Total maternal death rate w" reduced from a previous 5-year average of 9.9
to 5.3 in 1934. Infant death rate has been reduced from a previous 5-year
average of 60.4 to 69.3 in 1933. Diarrhea and enteritis under 2 years death rate
has been reduced from a previous 5-year average of 20.1 to 9.1 in 1934.

I will appreciate your careful consideration of the material herein submitted,
It is my sincere belief that such results can be obtained in any county in the
United States if our Federal Government will make it financially possible for
adequate health departments to be organized.

Again thanking you, and with kindest regards, I am
pectuy yours, PAUL HANEY, Jr., M. D.,

Director Pike Counlj, Health Department and
Fellow and Life Member American Public Health Association.

MICHIoAN DEPARTMENT OF HEALTH,
Lansing, Mich., January 17, 19835.HENRY MOEETHAU, Jr.,

Secretary of the Treasury, Washington, D. C.
DEAR MR. MOROENTHAU: Members of the public-health profession have noted

with considerable satisfaction the recent Federal appropriation for rural health
problems. The interest of the Federal Government in this type of project
sponsors tb3 hope that future public-health appropriations will be commensurate
with those for other governmental projects.

The most cursory examination of the history of public-health organizations
from the United States Public Health Service to the smallest health unit will show
splendid investment returns. It is only necessary to consider the low mortality
and morbidity rates of communicable diseases and the improved status of water
and sewage conditions to realize this fact.

Those interested in public health have always found it difficult to put across
sound campaigns because of a decided lack of governmental interest. Health
departments have functioned on sadly inadequate budgets while other govern-
mental organations commanding greater public interest have been more gener-
ously treated. It has been axiomatic that it takes an epidemic to stir the interest
of the Government or the people in the business of health.

The budget reductions brought about by the depression have not only served to
reduce public-health activities to the minimum, but in many instances have
wrecked all semblances of sound public-health organization. In this organization
it has been necessary toreduce personnel, salaries, and supplies incidentalto regular
procedures to a point where it has become almost impossible to supply the medical
profession with adequate diagnostic service. Research effort is at a standstill.
The high caliber of laboratory work has been maintained principally because of the
fine loyalty of the staff. This loyalty cannot be expected to carry the organiza-
tion forever. The present budget level will deprive the medical profession of
valuable laboratory services which have become indispensable and in the end the
public will suffer.

No one need argue the value of the United States Public Health Service or the
National Institute of Health yet many projectaln which both services have long
been interested cannot be developed because of lack of funds. This is true for all
types of health organizations.

This Is not in keeping with the aid of the "new deal". Constant research must
support sound laboratory service if disease rates are to be further reduced. The
need for constant research is indicated by the high mortality still existent in
diseases such as pneumonia, tuberculosis, and whooping cough.

Every member of the public-health profession considers the recent Federal
appropriation to be a sign of governmental interest to be followed later with
appropriations for other worth while public health projects. It goes without
saying that success in social welfare must be predicated upon sound public health.

Very truly yours, G. D. CUMMINGS

PA. D., Assiutant Director, Bureau of Laboratorie4.



402 ECONOMIC SECURITY ACT

CLAIORENPARISH HEALTH UNIT,
Homer, La., December 17, 1934.

Hon. HENRY MOROZNTHAU, Jr.
Secretary of the 7reasur, Washington, D. C.

DeAR SIR: Owing to the reduction and practical abandonment of all Federal
aid in rural and local health departments under the present administration, we
feel It our duty to make a direct appeal to you for help.

Our work in preventative medicine has been greatly retarded, and our infants
and children$' bureaus have been practically abolished. If some measures of
support and relief are not given in the very near future the results will be dis-
astrous. I

It Is with great difficulty that rural units are able to carry on at all due to the
cuetilment of local funds, and the abolishment of all Federal support. The
amount originally allotted us was never sufficient to put on a good health pro-
gram.

The health associations in the rural sections feel that they can pay you good
dividends on all money allotted to this type of work. leaith is paramount, and
nothing Is of any account If we lose it. To a certain extent public health is
purchasable and is largely controlled by the public and financial support it
receives.

Respectfully, . Dr. H. R. MARAVW.T,
Director Claiborne Parish Health Unit.

WINSTON SALEM, N. C., December 7, 1934.
Hon. HENRY MOIIOENTHAU, Jr.,

Most States are greatly handicapped financially in carrying on their health
program. North Carolina unfortunately is one of the number. The United

States Government could not appropriate money more usefully than In protect-
Ing the health and dyes of its citizens. Will you please use your influence to
see that this important work is not crippled on account of lack of funds.

S. D. CRAIG,
'ice President Stats Board of Health, North Carolina.

LETCHER COUNTY HEALTH DEPARTMENT,

Hon. HENRY MoRINTHAU, Whiteeburg, Ky., December 9, 1934.

Secretary of the Treasury, Washington, D. C.
DEAR SECRETARY MORoENTRAU: I understand that President Roosevelt has

set up a Council on Economic Security and that bliss Francis Perkins, Secretary
of Labor, Is chairman of this council. I feel confident that one of the purposes of
the Council on Economic Security will be the preservation of our national health
to the fullest possible extent. It seems to me that the welfare of the Nation's
health can be est supervised by the continuation of the many full-time county
health units. As the United Stat~s Public Health Service is one of the bureaus
within the Treasury Department, I know that you, Mr. Secretary, are an ardent
friend to rural public-health work.

As a public-health official myself now for some 53 years here In this county
(Letcher) I feel that the varied work done by a county health unit is indispensable
to the welfare of any community. It is very difficult to understand why as yet,
that some sections still attempt to make out without such an Invaluable
service at such a very small cost per Individual. I can point with a great deal
of pride that here in my county the vast majority of the population are intensely
interested in our public-health program, that only a few of the "die-hards"
offer destructive criticism.

Before the installation (1927) of this county health unit, the preventable
communicable diseases were exceedingly prevalent; smallpox was stil ithe much-
dyeaded disease of the past century; typhoid claimed as Its victims scores yearly
In this county- diphtheria death rate was enormous; there was not a single sanitary
privy In LetcLer County. Now, thanks, to the efforts of health workers (aided
by the local physicians), smallpox is practically an unknown entity here; almost
without exception every school child In the county (more than 10,000) Is success-
fullyvaccinated against this once much-dreaded malady. Within present calendar
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year 1,025 smallpox vaccinations have been done by this staff (only 2 until just
recently), and to continue with a few more statistics exactly 5,260 individuals
have been the recipients of the typhoid vaccine since January 1, 1934. Also,
furthermore, 1,254 children have been made safe from childhoods' most dangerous
malady by the simple diphtheria toxoid Inoculation within the past 11 months.

I can add, Mr. Secretary, that all but four schools In the county to datehave the
protection of well-constructed sanitary privies, and there are scores of others
throughout the county, besides; at the present moment, the Inspector Is working
daily with the relief men building toilets for two coal companies. Moreover, this
health unit did 4,710 tuberculin tests last year with home visits made on the
positive reactors. An intestinal parasite survey was conducted In which 2,153
stool specimens were collected for analyses; 789 children showing infestation
were personally treated for the explusion of the parasites.

Besides we have a very good prenatal clinic here in which we are doing "our
bit" to help reduce the maternal death rate In which the records shamefully state
that more than 16,000 mothers are sacrificed annually In the ordeal of child-
bearing. In conjunction with the maternity clinic we held the past year 36 child.
health conferences which 754 children attended.

The figures quoted above are only the major phases carried on by any well-
functioning health units. We feel that much is being accomplished; we know
that the field Is hardly scratched yet, and that without the cooperation and assis-
tance of your Bureau In Washington the work must go on a decline. The local
county government is sorely pressed for funds; the fiscal court like so many these
tryin days "look for help" toward Washington. Unless Federal aid is main-
rained, and perhaps increased, then a number of county-health units must neces-
sarily be abandoned due to failure of local appropriations.

Knowing that you, Mr. Secretary, must be a public-health enthusiast, we look
to you for assistance in our cause.Very respectfully, R. D. COLLINS, M. D.,

Director, Ldcker County health Departrnent.

THE STATE UNIVERSITY OF IOWA,
Iowa City, Deceniber 31, 1934.Hon. hIENRy" MOROE.NT*At,

Secretary of the Treasury, Washington, D. C.
DEAR Mu. MORoENTHAU: I am writing to urge that measures be undertaken

to bring order out of present chaos and to make possible an orderly and rapid
development in our organization to safeguard the health of the American people.

The chaos in health organization lies (nationally) In the distribution of respon-
sibilities of a public-health nature among so many governmental departments.
This, I feel, will never be remedied until we have a Federal department of health.
I would like to see the United States Public Health Service elevated to the status
of a full department, in which will be concentrated all Federal public health
activities.

The chaos exists most acutely In local health organization. Nothing could be
more deplorable than this. It is obvious, I believe, that If a community Is to
have a sustained and consitent application of modern knowledge relativeto the
pevention of disease, it must depend upon its local health organization. If this

true, then the local health official is the most Important officer In the entire
administrative set-up insofar as the community is concerned. In other words,
this Is the health official who is most Important to the American people.

I urge that appropriations be placed at the disposal of the United States Public
Health Service sufficient to enable the development on a wholesale basis of ade-
quately organized local departments of health, staffed by competent personnel.
Subsidies will be required to accomplish this, but I know of no Federal experdi-
tures which, in the long run, will prove of more lasting benefit than these.

Yours respectfully, M. E. BAnEs, M. D.,

Professor and Head, and Direcdor of State Hygienic Laboratories.
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STATE OF ILLINOIS DEPARTMENT OF PUBLiO HEALTH;

Hon. HENRy MOROENTHAT Springfield, December 5, 1934.

Secretary of the Treasury, Washington, D. C.
DEAR MR. MOROENTHAV: It has been brought to the attention of the Depart-

ment of Public Health of the State of Illinois that the public-health program of the
Nation is to be greatly curtailed and that there is danger that adequate considera-
tion and legislation along that ine will not be available.

I wish to urge that there be legislation for Federal aid and leadership in the
development and support of local health work in the various States. Many of
the State health departments and county health units have not sufficient funds,
or are they able to collect funds to carry on essential health work that the public
should have during this period of inadequate incomes when the average man is
unable to purchase the necessary medical aid. There is grave danger due to lack
of rural sanitation especially in our smaller centers, of epidemics of typhoid fever
and an increase of tuberculosis due to poor sanitation and lack of the requisite
hygienic measures.

We most earnestly urge consideration of the health conditions of this State, and
the various States of the Ohio Valley.

Respectfully yours, FRANV . J M D

Director of Public health.

MIAMI, FLA., January 10, 1935.
Mr. HENRY M. MOROETHAU, Jr.,

Secretary of the Treasury, Washington, D. C.
DEAR Sin: As president of the Florida Public Health Association, a represen-

tative organization affiliated with the American Public Health Association and
having among its members the leading workers for the promotion of public
health in Florida in State, county, and municipal fields, I wish to express appre-
clation for the splendid work being done by your Department through the United
States Public Health Service. The task of effectively supplementing the work of
municipal and State agencies has been a formidable one and your Department
is to be congratulated that it has been able to achieve the results you have
obtained with the limited funds allotted for that purpose.

It is with the profound conviction that an increased appropriation should be
allotted for the widening of your activities in so vital a matter as the promotion
of public health that I am addressing you. I feel confident that the public will
react with genuine satisfaction to any act of the Congress which will favorably
affect the Nation's health.

That a greatly increased appropriation is needed is evident from the following
considerations:

1. In a survey made by your Department and by the Milbank Memorial Fund
it was shown that the highest sickness rate occurred in families which had suffered
the most severe decline in income. "Disabling sickness" was 50 percent higher
than in their more fortunate neighbors.

2. While few have been killed outright by the depression, the lowered resist-
ance, due to lack of proper nutrition, has prepared a veritable hotbed for the
Increase of certain types of disease. There was never a more urgent demand
to press the fight against preventable disease, since economic conditions may
cause the ground already won through the indefatigable e.Torts and lcadcrship of
the United States Public Health Service to be lost for a generation.

3. There is great need for the extension of community protection and county
health programs. Only one-fifth of the rural population of the United States
has the benefit of organized health machinery.

4. The curtailment of appropriations to city, county, and State health units
is lamentable and it is to be hoped that increased health budgets may soon begin
to reappear. However, as a national emergency exists, the Federal Government,
which has done so much for education, agriculture, and roads, should make
adequate provisions for the health Of its citizens.

5. When it is considered that Federal appropriations must be distributed
throughout 48 States, an appropriation not less than $5,000,000 a year should
be readily granted by the Congress.
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The Florida Publio Health Association will work untiringly to the end that
adequate provision be made to promote public health throughout the State and
the Nation. You may count upon our hearty cooperation in all matters that
look to this end,Yours truly, Gsooz N. MACDoNELL, M. D.,

President Florida Public Health Associaion, la.

DzCzMBzR 14, 1934.
To the PRESIDENT,

Waslington, D. C.
SIR: We in Delaware unders 1 er to balance our State budget

health appropriations are to ,Vn' that our re for the tuberculous will
suffer badly. Our State atrium has a wating I over 60 all this year,
and our death rate frg tuberculosis stands at 73 per hu thousand, while
that of the Nation Wroupd 59 per hundred thousand.

Unless we can 9 funds to provide for 50 cases, of wh everyone is a
focus of infectio we cannot ght t h any hope o ntrolling the
disease. We y 6e already mo thn eutit in hl but the failu to get Statetrbtfunds s cri p~g the wor..a k. - !

if there 9, n comp sive h th p rag, be presented to o Nation
distribution und cal. healt de und tate lead hip and
guidance, ask most ti Ctcal situ o In Delawa be con-
sidered, a provision be made to g these an C ases.

Our a ty is a private one, n handling any blic unds, and erefore
would r e nothing from sue n Our sup rt co entirely om the
Christm ea t LsS in 7 e fore ave no ax grind,
but are a ing in ha the h t n a of the f Delaware.

TtfRCly yIurs, DS SIY.

BR Bas Pu to Sc1oo 98

President FlA. LIN D. Roo LTa
White Ho , on, D.C.

My DEAR RM. oosEVr: As a superintendent of sch In a first-class
school district in no tern Colorado and as r erein group of us very
especially Interested in bile-health services, particula concerns our ap-
proximately 1,000 school c n, we write to urge t consideration possible
be given through your owee t- mm-PA 4 e been made in support of
Federal aid to local publichealth sr ces.

The general financial conditions of the last few years have taken their tOll,
of beeesity, in a good many places, and among our services to suffer most have
Veen those which we consider In many instances to be by far the most important,

of these certainly no one Is more important than that of public-health service
for bur young people In school.

It is gratifying to know that public opinion has grown tremendously in Its
understanding and appreciation of the necessity for good health, particularly in
our public schools, since while taking care of existing conditions among older
people we must lay the ground work for a better educated and healthier new
generation of young people.

Locally we are most concerned at the present time with an investigation of
visual difi culty in our schools, and with the detection and prevention of tuber.
c-ulosis.

Practically all that we do along this line comes through volunteer contribution,
and quite naturally the burden continues to fail more heavily among those of us
Who realize so definitely the need of this type of service.

Until such time as public support through taxation may be available, we ur-
gently recommend Federal aid to local public-health services and trust that it
will be found by our Government that expenditurts in this direction are among
he most justifiable of all, excepting only Immediate eases of disease or distress
among our peoPle.
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May we thank you most sincerely for your consideration of our expression of
confidence in the Federal-sld project above mentioned.

Very truly yours, ALERT E. CORFMAX

Superintendent of Schools.

Los ANGELES, CALIF., December 5, 1934.
Mr. HENRY MOROENTHAU,

Secretary of the Treasury, lVashinglon, D. C.
Assisfanoe from Public Health Service to date greatly appreciated. Public-

Health appropriations, which have been inadequate for even direct protective
purposes, have been cut so drastically that our only hope seems to lie in Federal aid
i development and support of local health work. State and local health organi-

ationg need both moraf aod financial assistance. Urge public-health program
receive sufficient support to make this possible. . D SHEE M D.,

Stale Diredor of Public tlealth.
(Also sent to Franklin D. Roosevelt, Dec. 5, 1934.)

PHOENIX, ARIZ., December 8, 1934.Hon. HENSY MOaOzNusAU:

Due to the effect of the depression rural sanitation in this State is very necessary
in order to promote the health of the people of the State. You are earnestly
petitioned to secure consideration for renewal of appropriation of United States
Public Health Service in order to continue this aid. Anything you may do in
regard to this matter will be deeply appreciated by the people of the State of
Arizona.

The ARIZONA STATE BOARD OF HEALTH,
GEO. C. TRUMAN, M. D., State Superintendert.

ARKANSAS STATE BOARD OF HEALTH
Little Rock, December 27, 1934.lion. HENRY MOROENTHAU, Jr.

Secretary of the Treasury, I&ashington, D. C.
MY DEAR SECRETARY: We desire that the United States Public Health Service

be given a more prominent recognition in the national recovery program. This
could be done by the extension of adequately staffed, full-time, health depart-
ments providing local public health service for people. If this action were taken,
the national waste from preventable disease could be materially reduced.

In presenting this question to the President's Committee on Economic Security,
we desire that you bear in mind the following suggestions:

That the revenues of the counties of the several States of the Union have been
greatly reduced through the Inability of the taxpayers to pay annual taxes.

That in the past the counties of the several States have been required to match
any Federal funds allotted to said counties for public health work; and, that in
the future this will be, in the majority of cases, impossible due to the reason given
above.

That on December 7, 1924, the people of Arkansas put into effect a constitu-
tional amendment prohibiting the county judges of the State from making any
allowances in excess of the revenues for the current fiscal year. In addition to
this amendment, the Legislature of the State of Arkansas has pased certain acts
placing all claims against the respective counties of the State into celsse giving
priority to certain clauses. All contract claims--and this Includes all claims by
public health officers for services rer 'ered-fall within the last class of claims in
preference. This condition of the lav together with the condition of the revenues
of the counties of this State should be taken into consideration in making any
demands upon the counties for matching Federal funds.

We sincerely hope that these suggestions may be of benefit to your Department
and the Health Srvice will be given sufficient aid to carry on these services to
the local units .,f government.

Respectfully yours, N1. B. OwN~s, Director.
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TUSCALOOSA COUNTY HzALTH DEPARTMENT,

Tuscaloosa, Ala., December 14, 1034.
Hon. HENRY MORGENTHAU, Jr.

Secretary of the Treasury, Iashington, D. C.
DEAR Sin: Would like to call your attention to the drastic curtailment of funds

for doing public health work.
Our local department has had an average cut of 61 percent during the past

3 years.
This has necessitated the laying off of personnel and the reduction In salaries

of the remaining number.
The Public Health Service under your direction is now giving assistance to

States and local health departments in a limited way. We hope that you can
secure more funds to take care of more local departments.

Our department was cut at a time when, in our opinion, we were needed most
and did have more calls for service.

Thanking you in advance for your help in this direction.Sincerely yours, A. A. KIRK, M. D., Ilealth Officer.

SEATTLE COUNCIL OF PARENT-TEACHER AssocIATIONS,
Seattle, Wash., January 14, 1935.

Miss JOSEPHIN. ROCHE,
Assistant Secretary of the Treasury,

Washington, D. C.
DEAR Miss ROCHE: For many years the United States Public Health Service

has carried on a valuable work in the stimulation and promotion of local public
health activities through leadership and limited financial aid In the development
and maintenance of full time local health departments.

Through efforts of the Public Health Service, many States have been enabled
to provide a large percentage of their respective populations ith efficient local
health departments which would, otherwise, not have beQn organized. These
local health departments have been of Inestimable value in elevatingthe standArd
of the health of the communities, the States and the Nation as a whole.

Within past years the leadership of the Public Health Service has lagged, due
to the lack of necessary appropriations. This coupled with the meagerness of
State and local resources, has resulted In a woeful let-down in public health work
in many sections of the Nation.

As the Seattle Council of Parent-Teacher Associations, representing a member.
ship of more than 10,000, we sincerely urge that the United States Public Health
Service by adequate appropriations and authority be given the opportunity
of continuing this much needed and invaluAble service. The leadership of the
Federal Government, through the United States Public Health Service, is impera-
tive If the various States are to expand and develop their State and local public
health activities.

Respectfully, ETHEL WILLIAMS,

Corresponding Secretary.

MOROANTOWN, W. Va., December 5, 1934.
Hon. FRANKLIN D. ROOSEVELT,

President United States, Washington, D. C.:
West Virginia urgently needs continued Federal aid in support of State and local

health services to maintain present public health standards. Impossible for
counties this State to finance local health service to extent needed to protect the
public health. Special legislation providing for Federal aid on more or less
permanent basis is essential it marked Increase in communicable disease death
rates is prevented. We urge that such legislation be recommended to the next
Congress. R. C. FARIER, M. D.,

Coury 1teleth Officer.
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The CHAIRMAN. General Cumming, please.

STATEMENT OF HUGH S. CUMMING, SURGEON GENERAL, PUBLIC
HEALTH SERVICE OF THE UNITED STATES

General CUMMINo. Mr. Chairman, they say that a good play needs
no epilogue. There is very little which I need to add to that of the
Assistant Secretary, except to say that I am in thorough sccord with
section '8. It is treading no new ground; it is an extension of an
attempt on the part of the Federal Government many years ago which
has been eminently successful. It is not a problematical thing.

The CHAIRMAN. What is the normal appropriation for the Public
Health Service now of the Federal Government?

General CUIMINo. The total appropriation runs about $10,500,000,
and with the reserve taken off, about $900,000. I think it runs about
$10,000,000, the whole thing.

Senator COUZENS. How many commissioned officers have you in
the service?

General CUMMING. Senator, I will explain that set-up a little later,
avd answer Senator Costigan, too. There are 389 on active duty.

Senator GERRY. Would this bill about double your appropriation?
General CUMMING. I would; yes, sir. Senator, with reference to

this civil-service question. The people employed under this sort of
cooperative work with States, that is to say, the local and State health
people are not under Federal civil service. They are exempt from the
Civil Service Commission formally. They are appointed upon recoin-
mendation of the State and local health authorities.

The CHAIRMAN. If this provision should be adopted as written here,
though, they have to be under civil service?

General GCmimao. No, sir; I think not. We might have that
studied.

The CHAIRMAN. You had better study it, because some of those
who are going to advocate it might not be for it if it were to be
under the civil service.

General CUMMINo. The standard which is to be maintained in the
local personnel is set up in a conference of all of the State and Terri-
torial health officers. It is a matter of common agreement amonk
them and the Public Health Service.

Senator COUZENS. They are all paid by the Federal Government?
General CUMMING. In part by the Federal Government. Since we

stated this work, the States have averaged somewhere around $8 to
$10 for every one spent by the Federal Health Service. That was in
normal times. The organization of the Service is a small corps of
Regular officers, medical officers, sanitary engineers, and scientific
people, which corresponds very much to our Regular Army, and as I
say, Ithey are less than 400-about 390. Then we have between
seven and eight hundred doctors. employed who are selected from the
civil-service list. They correspond, generally speaking, to the Army
Reserve or National Guard. The only people we have in the Public
Health Service, speaking of the whole service, who are not under
civil service, is the grade or classification of about $1,100 per annum,
which have been exempted, and which correspond to charwomen and
laborers at hospitals and quarantine stations.

Senator COSTIGAN. Has that proven a satisfactory method for 'the
selection of positions through the civil service? a
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General CuMMING. I do not think you get as good a type possibly
in times of prosperity as you do in times of adversity.

Senator COSTIGAN. Because of the competition?
General CuMmNO. Yes, sir. I think we are very fortunate, Mr.

Chairman, in having at least two members of your committee who
have had experience with this cooperation. I see former Governor
Byrd, who borrowed one of our trained officers to help in reorganizing
an already excellent organization in Virginia. The first governor
whom I recall who borrowed one of our officers is Senator Walsh of
Massachusetts, who I think is on your committee. We helped to
redraft the State laws of Massachusetts, and afterwards loaned them
an officer to put in effect. And Mr. Roosevelt, the Governor of New
York, now President Roosevelt, borrowed an officer for the same
purpose. We are now doing the same work for several otber States.

The scheme which we have here is a well tried out scheme, in other
words. And it is very urgently needed at this time.

I shall be glad to answer any questions.
Senator COUZENS. I notice that in section 803 (a) it says "Elibigle

lists of the Civil Service Commission." Does that carry the classified
salary list with it?

General CUMMING. I think it would, by law.
Senator CouzFnNs. I see that it is not used in this particular para-

graph, the question of the classification of salaries, and I wondered
if the civil service in itself carried that with it. If not, it ought to
be added.

General CUMMING. I never thought of that point. The bill was
written by a bill drafter, and I imagine they took that into considera-tion.

The CHAIRMAN. Are there any questions?
Senator BARKLEY. Doctor, for the record and so that we may

understand, will you explain just what all-time health service in a
county does and what it means to the people?

General CUMMING. I think what it does for the people in large part,
Senator, has already been told you very graphically by Miss Roche,
in the decline in the death rates in those particular diseases which are
more or less affected by public-health work in the field as contrasted
with those which require research. A county set-up, a nmmum,
contemplates a full-time health officer who is trained m public-health
work for public health is now as much of a specialty as neurology or
pediatrics, or eye and ear disease. There is so much contemplated
in public health, one or more sanitary inspectors, one or more public-
health nurses, and of course clerical services for statistics, and so
forth. That is a minimum and of course has to be enlarged upon in
any county of any size.

Senator BARKLEY. What is the total cost of maintaining marine
hospitals of the country?

General CUMMING. We have more patients than ever now, because
we are running the C. C. 0. cases, and the United States employees'
compensation cases in addition to the Coast Guard and the merchat
marine and so on as formerly. It runs about $5,500,000. Our cost
per diem was about $3 last year. It is running now a vt $3.09.:

Senator BARKLEY. The broadening of the functionis of the marine
hospital to take in the C. C. C. camps and others probably to a
large extent ,would relate the marine hospitals to the public health,
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but as an original proposition, dp you think that the cost of marine
hospitals ought to be cha ed against the general public health?

General CUMMINO. We , I think that is a convenience for the
Congress in carrying it under one general appropriation. It is set
up separately in your general appropriation act, as you know.

Senator BARKLEY. Yes- I know that.
General CUMMiNG. And that fund cannot be diverted for other

purposes. That has been carried for many, many years in the
terms of the appropriation.

Senator BARKLEY. I realize that, but I wonder-it is not a matter
of any particular importance, because we have to take care of that
any way-but whether in marine hospitals which are originally
dedicated for those who are engaged in the marine service, whether
that should not have been carried under a different department so
as not to confuse it with the strict Public Health Service.

General CUMMINo. It is an essential part of the Public Health
Service. For instance, it is a reservoir for the trained medical officers.
It is the only place we have to train them; it is a place for clinical
research; it is an essential part of our maritime quarantine, and we
could not do very well without them, I think. We have a system ci
sending officers back to freshen up on bedside medicine from tfhl field.

Senator BARKLEY. You do think then that in view of tie general
expansion of its functions in the matter of health and care, that it is
an essential part of the Public Health Service.

General CUMMINO. A very important part, yes, sir.
Senator BARKLEY. What is your experience or your observation

or your opinion-we have been talking about the Civil Service-
as to whether or not a civil service examination may be actually
relied upon always to reveal the best doctor?

General CUMMINo. I do not think it does, to be frank with you.
I think the matter of personality and integrity and judgment, which
are very difficult to judge from a written civil service examination,
can probably be better ascertained by a personal interview. I think
all of you gentlemen who have been here a long time know that we
have never had any partisan politics in our selections, but on the
other hand, I think the Civil Service is a great protection and, balanc-
ing values, so to speak. It is much better than not to have the Civil
Service selection.

Senator BARKLEY. Does it operate to sort of weed out the unfit?
General CUMMINo. Very much, and I do not see how we could get

along without the Civil Service. I would hate to undertake to run
the service without it.

Senator BARKLEY. It saves you an alibi sometimes?
The CHAIMAN. You would have just about as much trouble as

we have, I suppose.
Senator LONEROAN. Can you tell us to what extent the rural areas

of the Nation are without doctors?
General CuMunro. That has been worked over for several years

by a committee. Dr. Sydenstricker and Dr. Falk can give you
much more detailed information on that than I can.

The CHAIRMAN. Thank you very much, General Curnming.
The next witness is Dr. Underwood.

410"
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STATEMENT OF DR. FEI4X J. UNDERWOOD, STATEIHEALTH
OFFICER OF THE STATE OF MISSISSIPPI

Dr. UNDERWOOD. I should like to give this comittee the benefit of
the facts, so far as Mississippi and a few othei States are concerned
relative to lack of adequate public health facilities and medical tare.

Beginning December 1932 we had in Mississippi 2,069 deaths
reported to the division of vital statistics of the department of health.
Four hundred and ninety three died without medical care 23 8 per-
cent of. all. To be exact, 9.1 percent white and about'93 percent
colored.

Senator COSTIGAN. Without any medical care whatsoever?
Dr. UNDERWOOD. No medical care whatsoever. A physician did

not see them in the office before they became extremely ill, and
certainly there was no visit and their death certificates were not
signed by a physician.

Senator GERRY. Is that an accurate death rate?
Dr. UNDERWOOD. I think so.
Senator GERRY. As to the number of deaths?
Dr. UNDERWOOD. We have that many reported. There were

possibly a few that were not reported.
Senator GERRY. That percentage is not large?
Dr. UNDERWOOD. That percentage is quitelarge.
Senator GERRY. The percentage in deaths not'reported, I mean?
Dr. UNDERWOOD. Oh, no. I think we get 95 to 98 percent. We

are within the registration area of the United Stated and that means
that we are reporting quite well for deaths and births.

Senator COSTIOAN. Does that mean that the local physicians do
not respond?

Dr. UNDERWOOD. No indeed. It means that' the physicians had
a peak load of charity when this depression struck, and with the
added amount of grief and trouble, they simply could not do it.
They should not be expwted to without compensation.

I have it month by --,,).nth for 1933. We had a total of 21,617
deaths for 1933; 4,004 without medical attention or 18.5 percent of
our total that were not seen by a physician at all and their death
certificates were not signed by a physiciaii.

For 1934, 1 have it compiled through October.
The medical care by the Federal Government inadequate as it has

been has helped considerably. October 1934, as against December
1932 which was 23.8 percent of all. October 1934 was 13.6 percent
of all died without medical care.

The CHAIRMAN. So there was a reduction?
Dr. UNDERWOOD. A reduction.
The CHAIRMAN. How do those figures compare with other States?
D.r UNDERWOOD. Arkansas shows for 1933, 15.29 percent died

without medic".! ,'are, 2,537 deaths without medical care; 16,591 total
for the year of 1933.

The CHAIRMAN. You have a certain number of States there?Dr. UND RWOO"J. I have Georgia, 13.8 percent.
The CHAVRMAN. I wish yOU would put that in the record.
Senator GERRY. What is Alabama?

1 iem0-5 -- 2?
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- Dr. UNDERWOOD. I do not think I have Alabama. Some States
did not keep it. I believe it is practically the sanle. Dr. McCormick
is here, the State health commissioner of Kentucky, and his State
averages about the same.

The CHAIMAN (interrupting). Have you any State there that has
large cities in it? Of course, our State is an agricultural State. Have
you any such figures?

Dr. UNDERWOOD. I do not have. I wrote to every State health
commissioner in the country and received replies from most qf them,
but the figures are from less than half the States, and I have here a
few of the States as a sample.

The CHAIRMAN. Do you have New York State?
Dr. UNDERWOOD. No. Dr. Parran can speak for New York.
The CHAIRMAN. Are there any statistics on that?
Dr. UNDERWOOD. I am sure they have them or can get them.

Some States said they did not keep them. I asked them for those
statistics by months. I have Georgia, Arkansas, Mississippi, and
Kentucky, and a few others that run along about anywhere from 10
to 20 percent.

Senator GERRY. Then you have no comparison of those States with
the important industrial States?

Dr. UNDERWOOD. I do not, sir; I am sorry. I wanted to show the
actual condition in Mississippi, my own State, and the thought oc-
curred to me it might be well to write to other States and see what
the conditions were there.

The point I am making here is that possibly half of those could
have been prevented by an adequate health service and good medi-
cal care.

The assistant secretary of the Health Board of Mississippi prepared
this statement the other day. It will take only a minute to read
it here.

Some aspectson the need of medical care in Missisippi--
First. Over half of the births in Mississippi are annually attended by mid-

wives. A tabulation covering several years and representing this particular point
Is enclosed.

Of course, our population is about half Negroes. The tabulation
covering several years and representing this particular point is as
follows: Thrths 192 8-82

ToW White Colocd

Number births attended by physians:
1NS ........... ..................................................... 2 5V 21,619 4,70
1929 .................................................................. 24.8 2 871 4.5M
1230 ................................................... 25$18 2t,231 4.07
1231................................ ................. 23184 1%93 35
1932 ......................... 2......................................... 18 193
19 .................................................................. 2 1o 8 1,474

Percent of total number bIrths attended by physicians:
1928 ................................................................. 4? 91.4 i s
19 ................................................................. 4. 9L7 19.8
130 .................................................................. 8 8 91.5 1883
1931 .................................................................. 81.4 89.6 162
1932 ..................................................... 47.6 66.8 1.0
1933 ..................................................... 47.9 88.7 14.6
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Births 19*8-82--Continued

Total White CokMrd

Number births attended by midwives:
19 ............................. . ................................... 213 1 77 1
]m2 .................................................................. r 1,621 ,714
130 .................................................................. 21843 1,777 2 06
1931 ............................................... 2t 719 26127 19,802

1928 ................................................................. 44.8 7.8 798
1 9 ................................................................. 4,K6 7.5 79.
1931 ................................................................. 4.1 9.3 .41930 .................................................................. 41.a 17.8 81.0
193 .................................................................. 4L5 1 5 9 t41932............................................1. 118 58,19.....3........................................ 11LS 13. a 849

Lack of 100 percent in the totals of percentages above is due to
lack of information and to records of births signed only by parents.

Second. Most of the midwives in Mississippi are ignorant women who cannot
be expected to know the first principles of obstetrics except the teaching they
get with reference to cleanliness and caling physicians In unusual cases. As to
how much of these teachings they have absorbed is a matter of question since
their lack of education and previous mode of living cannot guarantee great results.

We have been prosecuting some people in Mississippi who attempted
to do midwifery without license. Tbe medical practice act of the
State is to the effect that females engaged solely in the practice of
midwifery are exempt from examination, that is the medical practice
act of the State exempts them. Only physicians and females engaged
solely in the practice of midwifery may do that kind of practice. One
case is pending in court wherein a white couple used a Negro man to
attend the mother at childbirth. Another case is pending in court
with reference to a white man who has never studied medicine
attending births in his section for several years. Another case was
in court where an ignorant colored man had attended births, and the
information shows that he had been attending births among colored
women for years. Several cases have come to court where fakers
have been practicing medicine and knew nothing of the principles of
practice, of course.

It is quite evident that people who patronize such questionable
practitioners would have physicians if they could pay them.

Recently I wrote to a local registrar ofbirths at Union, Miss.:
DEAR SIR: We recently received two birth certificates from you signed by

J. W. Rogers, Union Miss These were for children of William E. Edwards,
born October 19, 1933, and of Robert Sharp, born July 14 1933.

Will you please state at the bottom of this page who J. W. Rogers may be,
whether a man or woman, and If a man, Is he attending births in your section?

To which I got his reply:
Mr. J. W. Rogers is a very old farmer who is trying to help his neighbors who

are not able to get a doctor in maternity cases. He has been pressed into the
service from a humanitarian standpoint. I understand he.makes no charges
as his patients are not able to pay.

You can imagine how we would stand before a jury prosecuting a
man practicing medicine without license under those circumstances
in a community like that.

The CHAIRuAN. You would not get very far.
Dr. UNDS]RWooD. Still it is the duty of the board of health to

prosecute such individuals.
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In our health work, we have had mahy letters testifying as to its
great value. Here is one from a Mrs. Ogden. I have a few samples
of a great niany letters that I have had recently'. This woman owns
one of the largest plantations in the Mississippi Delta.- And she
writes voluntarily:

My DzAa Da. UNDERwOOD: It occurs to me that you might be interested from
a health standpoint in the results of the drainage projects laid out last year onmy plantation by Mr. Nelson H. Rector.

In the summer of 1933 1 suffered so many losses in man-power and money frown
long and severe cases of malaria that I wroto Mr. Rietor hnd asked if he would
come over and run levels so that I could drain the sloughs and lowlands. Mr.
Rector promptly responded, and the levels were run on part of the place. 'He
found that much of our drainage was ineffective and made changes accordingly.

We followed Mr. Rector's program as far as our finances would permit, expect-
ing to complete it gradually. vile we were working the C. W. A. fortunately
for us, came In and dug two of the major ditches included in the program.

As what I consider a direct result of this drainage, we have not hid a single case
of malaria on that portion of the plantatl6n during the year 1934. My books
bear me out in this *statement. They do not show 1 doctor's bill for malaria nor
I grain of quinine. Heretofore on this part of the place there has been a constant
expense for malaria and resultant maladies.

My books show that tenants on other parts of the place have had the usual
medical care and quinine for malaria.

We have been fortunate enough to get Mr. Rector to run levels on another
portion of the plantation this fall, and Mr. Ogden, and I hope to be able to con-tlinue the work.

I am writing this letter to you in appreciation of the work you and Mr. Rector
have done for me, and I hope that others will avail themselves of the opportunity
of this splendid service.

With kindest personal regards, I beg to remain,
Cordially yours,

FLoREN~cE SILL~s WOODEN.

Mrs. Ogden is a sister of the Hon. Walter Sillers, a member of the
Mississippi Legislature.

Not only will it control malaria definitely there, but other diseases;
that sometimes malaria will undermine the resisting power of the
human body, and tuberculosis and other conditions will arise.

The CHAIRMAN. How much have you reduced malaria in Missis-sippi? What are the percentages?D15r. U NDERWOoi. This has been a bad year for malaria, this past

year and 1933; but in spite of that fact we have had a reduction, and
all our cases have been reduced more than 50 percent, and the deaths
more than that-probably 75 percent over the past 10 or 12 years.

The CHAIRMAN. Over a series of years, you have greatly reduced
malaria?

Dr. UNDERWOOD. The cases probably 60 percent and deaths 75
percent, because we do not have the malignant types that we once
had at all, but I wanted to show definitely what malaria-control work
would do against that particular disease.,

The CHAIRMAN. What appropriation is thbre in Mississippi for
public-health service?

Dr. UNDgRWOOD. $325,000 for 2 years, for the biennial period.
The CHAIRMAN. Is that about the average of the States in that

vicinity?
Dr. UNDERWOOD.' I'think Mississippi has less than Louisiaaa and

Alabama E less than Tennessee, and about od'i par with Arkansas.
As to immunization and school work, we haye testlnoh1 ls froni

school teachers and others that will show the increased attendances
of children in'school programs, and I think that, in my judgment,
gentlemen, $10,000,000 ii a most reasonable stim. The appropri-
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tion, as -1 -understand -it, for-the Public Health Service is about
$10,000 000 now, perhaps $5,000,000 or $5,500,000 spent for marine-
hospitaf service, which is necessary, and in my judgment should be
continued, and should be continued under the Public Health Service,
but I do not think it is a proper charge against public health per se;
so you are not doubling the appropriation for public-health work
proper when you give an additional $10,000,000 for the extension of
preventive measures throughout the Nation.

Congress was very wise in making many investments that have
been made--prevention of scabies in sheep and screwworm control in
cattle, cholera in hog; yet I feel that while Congress is protecting the
citizens' livestock, the citizen himself and his family certainly should
have equal protection-I think better protection.

The CHAIRMAN. IS there some further statement you desire to
make, Doctor?

Dr. UNDERWOOD. I intended only to make some general observa-
tions and answer any questions that I could. I regret very much
that I did not lave a complete record of all of the States, but I believe
State health officers everywhere in the country will bear me out that
conditions, so far as medical care are concerned, will be about what I
have stated for these States that we mentioned.

The CHAIRMAN. If you desire to extend your statement, you can
do so in the record.

Dr. UNDERWOOD. At least half of this trouble could have been
prvented by adequate care. If the extension of public health had
been done years ago, we could have met this, at least in part, in
Mississippi, by adequate health service. We have 82 counties in.
Mississippi, and only 25 of them have organized full-time health
work That shows the need for this extension.

The CHAIRMAN. That is about the average of the other States,
too?

Dr. UNDERWOOD. I should think so. Some States have more than
that; but the country over, that is a good average. Many States
have only 1 or 2 organized community health services, others 10 or
12, and some as many as 75 percent of their counties are already
organized; but a general average of 25 or 30 counties to the State, I
believe would be fair at this time. Certainly in Mississippi we ought
to be able to--with the Federal and State and local appropriations-
to organize the 82 counties. That is true of all other States.

The CHAIRMAN. All right; that is all. If you want to put cny.
thing else in the record we would be very glad to have you do so.

Tfe committee will recess until 10 o'clock tomorrow morning.
(The following were filed in connection with Dr. Underwood's

testimony:)
STATE OF GEORGIA, DEPARTMENT OF PUBLIC HEALTH,

Atlanta, Ga., August 10, 1934.
Dr. FELIX J. UNDERWOOD,

Aississippi State Board of Health, Jackson, Mss.
DEAR DocToR UNDERWOOD: In compliatice with your request of August 8

for the number of deaths in Georgia without medical attention I wish to state
that the tabulation of these deaths by months of occurrence has not been made.

In 1933 there wasna totalof 31 185 deaths. Ofthis number 5,281 occurred with-
out medical attention. Excluding deaths from external violence there were 4,312
without medical attention.

Yours very truly,
Ci BUTLfR ToomSt,Chief Bureau o~f Vital Statistics.
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ARKANSAS BTATE BoARo Or HEALTH,
Lifls Rock, August 16, 1934.

Deatbs
Total without

Yeor number medical Per tof detba att-tion

J ura .................................................................. It711 164 9.6
F ru y.............................. 1.219 137 10.36Mac* 1. 15i,1 10.11............................................................... '2M 131 tll

A 1214 145 14.09
............. 1:213 190 144S 1.48 275 14.784

uly......................................................................1 210 14.70
Augus .................................................................. 158 266 1 .7

eptember ................................................................ 1. 827 12 28.71
October ...................................................... I 211 13.67

Noyember ..................................................... 1 M' 342 24.90
December ..................................................... 1.304 302 2.S

Total- .............................................................. I861 2.5 1.2

Mississippi

Total Deaths
Year number without

Of medical Peent
deaths attention

1932
December ................................................................20n 493 246

1933
January ..................................................................1,905 404 21.2
Febuary ................................................................. : 309 13.2
March ..................................................... 1I25 M89 20.
16 l .................................................................... .V9 290 17.1
May .................................................................. .. 1.1 311 19.2
Jln ................................................................. . ,911 S0 17.3
July ..................................................................... 1.82 33 14.8august .................................................................... 1,706 313 1&3
September ...................................................... 37 3., 8 19.4
October ........................................................ .2,00 386 1&1
November ................................................................ 1,814 303 1&
December ............................................................... ,611 M 14.4

Total for 1933 ....................................................... 21,617 4,004 1.

1934
Januaz y.................... 1 681 321 13.1
Februazy .................... 1,740 293 1.

arch ...................................................... 1,75 101 16.1
1.8:73 276 14.6

Une ........................................................ 
,822 4 14.8

'y.. - 1,767 25 14.4
July ................................................................ 1,17e 254 1.4
August.............. .................................... ..... 1,49 0 24.8
September ............ ....... .............................. 6 ''1'497 14.8
October .............................................................. 1,575 211. I$.

KiNo & ANDERSON, INC.
Dickerson, Aliss., August R-3, 1934.

Dr. FELIX UNDERWOOD,
Director, Jackson, liss.

DEAR DR. UNDERWOOD: I read your recent circular letter with much Interest
and sympathetic understanding of your position as head of the health depart-
ment of the State. Certainly no department of the State government Is of more
vital Importance nor should have more financial and moral support than that
one which encourages healthy living, collectively and Individually.

I wish you to know that I have persistently combated all efforts that have
been made In this county to weaken the efficiency of our health department and
while I know this department of working under a handicap of reduced budget
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allowance, far below the value of the services rendered there Is certainly no let
up of the effort being made to make the county department a success.

Yours very truly, ( ognd C. STEVENS.

MONTICELLO PUBLIC SCHOOL

Mr. Q. EDWARD GATLIN, i , Miss., February 15, 1934.

Stale Board of Health, Jackson, Mist.
DEAR MR. GATLIN: We want to express to you and the State board of health

our appreciation for the fine work you did in this community to eradicate the
hookworm.

Before the examinations were given, we had several children who were dull,
sluggish, and barely passing their required school work. Since the treatments
were given, these students have been more active, doing a better grade of work,
and have a much better color in their faces. Teachers are very much pleased to
see the improvement these students are making from day to day.

We appreciate your many courtesies and work and ho to have you visit us
again as well as the county health officer when you can help so much n aring for
the health of our children.

Yours very truly, E. L. Boorir.

JANUARY 2, 1934.Mr. C. E. WATKENS,
Hazlehurst, Miss.

DEAR MR. WATKENS: I have kept your nice letter on my desk since it was
received-October 23, 1932-and have read it several times.

One statement impresses me a great deal:
"Especially is it difficult to measure results what might have been different

but for preventive measures, but which do not show up on the credit side of the
ledger because of their absence."

If people could realize this, how different many things would be. Would that
all our legislators and members of Congress reasoned along this line. Some are
prone to think that the incidence of disease is becoming less each year, so why
spend the taxpayer's money to prevent disease. It never seems to pierce their
consciousness that the progrxt of education, snitation, and vaccination is
responsible for the lack of disea e and that a lessening of the watchfulness and
precautions means an increase of sickness and death from preventable diseases.

I want to sure you that I greatly appreciate your letter-words of encourage-
ment are seeds of inspiration in these times when so many things stand as obstacles
to progress in public-health work.

It is regretted that your county is discontinuing its health department--an
appropriation of only $600 more than was already appropriated would have
saved it. We didn't have it and the Coplah County Board of Supervisors could
not put up the amount. This is a step backward in Copiah County in the protec-
tion of the health and lives of men, women and children.

With best wishes, I am,Very truly yours, F. J. UNDERWOOD, M. D.

LELAND PUBLIC SCHOOLS,
Leland, IWis., May 13, 1933.Dr. FELIX UNDERWOOD,

State Board of Health, Jackson, Miss.
MY DEAR MR. UNDERWOOD: Our schools here will close down next Friday, and

I am taking the liberty of Writing you to thank you again for having sent us your
Dr. Perry to serve in the absence of Dr. Shackleford. We have learned to love
Dr. Perry, and I feel that we have been very fortunate in having had his services
in our schools for the past year. Dr. Perry Is an excellent doctor; is tactful,
aggressive, intelligent loyal, and thoroughly capable; and he has done an excel-
lent piece of work In Washlngton County. I wish it were possiblefor us to have two
doctors on the jobhere in order that we might be able to induce Dr. Perry to stay
with us.
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, Dr. Petty, has reoentlyiconpluded his work in our preschool clinic,, and we hAd
the largest and best clinic we have ever had, Ass result of the preschool clinic,
we find that our attendance In the first year of a child's school experience has been
greatly~inereased.i We have had fewer retentions and "repeat students" than
over before. If a county. could be brought to realize that a doctor practically
saves his salary on this item alone, no county would be willing to do without a
full-time health unit. The work of our doctors and nurses In Washington County
has been outstanding, and 1, personally, am keenly appreciative of your Interest
In us and of the very excellent services rendered our schools by the State board of
health.

Again aasurino you of my sincere appreciation of aU that you have done for us,
Nd with every expre ign of sincere regard, Iam,

Faithfully yours,,
"JIM" (J. G. CHASTAIN, JR.)

S. aFAwi AVEN, MISS., March 80, 1984.
Dr. FELIX J.UNDERWOOD,Jackso, Mi,.

DZA1 SnR: ,It 'Iae express to you my appreciation, as well as that of my
entire community for the services that your department rendered for .us In the
giving of the vaccination for diphtheria and typhoid fever. Of course the value
cannot be expressed in dollars and cents, for the value of human lives Is not
measured in that manner.

This is a serVice that every community throughout the entire State needs.
We feel fortunate, indeed, that we are one of the few communities which has had
this service. How I wish that other communities might have it. My past
experience and work as a school man, community worker and leader makes me
feel and see more vividly the need of such work. I trust that our legislature and
that Congress will increase the appropriation so that you may be enabled to do
more in the future.

Thanking you and your staff for these services to our community, I am.
Yours truly," ~ ~ ~ ~ L 8u- I  W. owss,

Farmham Schoo1.

(Whereupon at 12,055p m an adjournment was taken until
10's. m., 'uesay, Fb. p, 93.)
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TUESDAY, FEBRUARY 6, 1985

UNITED STATES SENATE,
COMMITrEE ON FINANCE

Wahingon, b. 0.
The committee met, pursuant to call at 10 a. m., in t#eq Finance

Committee rcom, Senate Office Building, Senator Pat 'Harrison,
(chairman) predin.The CHAIRMAN. Rhe committee will come to ordbr.

The first witness this morning is Dr. I. S. Falk. Doctor, are you
connected with the United States Public Health Service?

Dr. FALX. No, sir, I am a member of the staff of the Committee
for Economic Security.

The CHAIRMAN. You may proceed.

STATEMENT OF DR. I. S. FALK, NEW OANAAN, CONN., OF THE
STAFF OF THE COMMITTEE ON ECONOMIC SECURITY

Dr. FALx. I think it will interest the committee if I take a little.
time to indicate how the studies of the Committee for ,Economo
Security led into the formulation of a program for the extension of
the Federal public health activities.

Originally the Committee for Economic Security assigned to Dr.
Sydenstricker and me, the ' task of investigating the nature and the
problems involved in the risks to economic security arising out of
sickness and ill health, and in their first instructions to Us' they asked
us to inquire into the subject of insurance against the oostsof sick-
ness, or as is commony known, the subject of health insurance. In
the course of our studies it became clear, however, that if our task
was to report to the Committee on Economic Security oh how to deal
with the risks arising out of illness, that the' doundest and the most
economical way to deal with those risks-was to ttenrpt to prevrent
them rather than to attempt to deal with thi cZts aftdr the risks
had occurred.

So that when we made our first report, to the Technical Board of
the President's Committee, the board recommended :to'thd committee
ind we in turn were instructed to gtWnipt to '4eal with' the subject
of preventing the risks arising out of illness. 'All who weonieemed
recognized that prevention was very much more inexpensive and very
much more desirable than cure.

In consequence, the staff of the President's' Comnittee turned its
attention to the subject of opportunities of preventing illne§ through
public health activities. Out of suggestions which we inide to the
President Commitkie 'created to assist us in ott& AtUd!, 6 Mries of
advisory groups-and I refer to that because in out"btudieO of the
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prevention of disease, the development of desirable opportunities in
the field of public health, we had the assistance of very eminent
physicians, dentists, hospital administrators, and public health author-ities-the committee having created four boards in these respective
fields, and the Public Health Committee who advised with us in-
cluded among theni6st'.distinguished -in'nbti-s of the public-health
professions in the United States, and they continued active or with
us in studying the needs for extended public-health facilities in the
United Statei and for an extended program.

That committee included, for example, Mr. Homer Folks, of the
New York State Charities Aid Association of New York City; Dr.
Eugene LiBishop, commissioner of public health of Nashville, Tenn.;
Dr. A. J. Chelsey, secretary of the Minnesota Board of Health;
Dr. Allen, W. Freeman, dean of the School of Hygiene and Public
Health, Johns Hopkins University, Baltimore; Dr. Clarence llincks,
director of the National Committee for Mental Hygiene of New
York City; Dr. Thomas. Parran, Jr., commissioner of health of New
York State; Dr. Milton J. Rosenau, of the Harvard Medical College
one of the most eminent teachers of public health in the United
States Dr John J. Sippy health officer of San Joa uin Calif., who is
a well-known county health officer; Mrs. Katherine Tucker, who it. the
director of the National Organization for Public Health Nursing of
New York City; Professor Winslow Of Yale University one of the
most distinguished educators in the field of public health; Mr. Abel
Wolman, chief of th6 bureau of sanitary engineering of the Maryland
Department of Health- Dr. Underwood, the secretary of the Mis-
sissippi Board of Health who testified before this committee yester-
day ;andDr. Dublip, statistician and vice president of the Metropoli-
tan Life Insurance Co., one of our most eminent vital statisticians in
the country.

With the assistance of this very distinguished public-health advisory
committee and of our medical advisory board which includes some
of the members among the most distinguished physicians and surgeons
in the country, the hospital advisory board made up of very eminent
hospital administrators and the dental advisory committee, leading
members of the dental profession, all of whom considered in consider-
able detail t'h, problems in the field of public health.. In the course of our studies on the subject of pubic. health, having
in mind the opportunities for preventing the risks to economic security
ariing out of illness, it became very clearly evident and has long been
known to the public-health authorities that the American pe.plo are
not nearly as healthy as they have a right to be. Millions of them are
suffering from diseases and thousands die annually from causes that
are preventable throughh the use of existing scientific knowledge and
the applicationof 'what we might call common social sense in the
form of well-establIshed procedures of proven merit.

We recognize that this is true despite the fact that we as students
of the subject, our advisory groups and the most of our bodies who
are experienced in the subject of the prevention of disease this is
true despite the fact that the United States has in its )Vublio Health
Service and in other official agencies very eminent and competent
and distinguished agencies and personnel. I think I may say that
throughout the discussion of the groups that studied this problem,
the highest praise and commendation of our United States Publio
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Health Service ran throughout the meetings and discussions, but there
was also wide and profound recognition that our Federal facilities to
deal with the problems of preventing disease in human beings were
quite inadequate to deal adequately with the problems which face
the country. There was ample evidence available, and there is, to
support the sweeping statement that the American people are not
nearly as healthy as they have a right to expect to be on the basis of
existing knowledge and available means of preventing disease.

I would not wish to attempt to give you the details that support
that statement, but to illustrate, for exam ple, by the fact that the
infant death rate which has been cut in half in the last quarter of a
century, can be cut in half again merely through the application of
well-established procedures of proven merit. Something like 13 000
women die in childbirth each year. It is estimated on sound author-
ity that two-thirds of these deaths can be prevented; at least three-
quarters of a million cases of syphilis are clinically recognized annually,
but more than half of these do not seek or obtain treatment at that
stage of the disease when the possibility of cure is the greatest.

We have been rather proud in recent years over the health and wel-
fare of the American people. It is estimated that there are 700 000
dependent children in institutions and foster homes, many of which
are not very healthful or wholesome, and that some 300 000 are crip-
pled, a million or more are tuberculous, and more than half a million
have heart damages or defects.

The mortality of adults of middle and older ages has not appreciably
diminished. The expectation of life ht age 40 in the United States is
about the same now as it was in 1850 or in 1890 or in 1900. There has.
been no substantial reduction, if there has been any reduction of im-
portance in the mortality of the adult years of life. The disconcerting
evidence of impaired efficiency among our adult population takes on,
of course, a much graver significance in view of the changing age of our
adult population. In the coming years the population of the United
States will have both proportionately and actually more adults. It is
estimated that in 1950; for example, only 16 years hence, the number
of persons under 20 years of age will be about the same as it was in
1930, but the older population will be nearly 30,000,000 more.

The CHAIRMAN. Doctor, may I suggest to you if you have a state-
ment there, that you put it in the record? I may say with reference
to this provision in this bill that there has been no attack on it from
any source that I have heard of yet, and it does not present the same
complications that some of the provisions present, namely, that these
appropriations are dependent upon the State putting up something
and so forth, with an admini trator here that might hold a whip
hand. So I would present and put into the record your statement on
this proposition, about which I do not think there is going to be any
trouble in the bill

Dr. FALK. I should be glad to furnish for the record the further
detailed statement and the evidence upon which the recommendation
was based, that there is a very important need for considerable
extension of Federal appropriations for public health.

The CHAIRMAN. I think it is pretty generally conceded. If some
question arises, we can call upon you on that proposition in order
to expedite the consideration of the bill.

Dr. FALK. Of the older population of the United States, about one-
third will be in the age group 20-44 years, one-third aged 45-64
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years, and one-third will be over 65 years old. We can no longer
squander the vitality of our grown men and women. The task of
health conservation must be broadened to include adults as well as
children.

Evidence is accumulating that the health of a lare proportion of
the population is being affected unfavorably by the depression. The
rate of'disabling sickness in 1933 among families which had suffered
the most severe decline in income during the period 1929-32 was 50
percent higher than the rate in families whose incomes were not
reduced. The death rate in unemployed families was approximately
20 percent higher than in families which had one or more full-time
wage earners. The death rate in our large cities so far in 1934 has
shown a definite increase over the corresponding period in 1933.
In spite of this situation, local appropriations for public health have
been decreased by 20 percent on the average since 1930, and health
departments have had to carry on as best they could with increased
burdens brought about by unemployment. The per capita expendi-
ture from tax funds for public health in 77 cities in 1934 was 58 cents
as contrasted with 71 cents in 1931. These curtailments in expendi-
tures for public health during the emergency period have not created
the need for a larger public health program; they have served only
to make an ordinary need more acute.

The policy of leaving to localities and States the entire responsibility
for providing even minimal public health facilities and services has
failed in large measure. Of the 3,000 counties, only 528 are provided
with full-time health supervision. When the adequacy of the local
health departments which exist is carefully considered, it is found that
only a relatively small proportion, 21 percent (75 counties and 102
cities), have thus far developed a personnel and service which can be
rated as even a satisfactory minimum for the population and the
existing problems.

We have prepared a map showing for the counties of each of the
States the adequacy. of the public health services as judged by sound
professional standards. The counties which probably have adequate
health departments are shaded black. You will observe on this map
how few counties are in this class. A large proportion of the counties
of the eastern and middle-western States are shaded in dark cross
hatch, These probably have adequate health departments in their
cities and have a sufficient population outside the cities to justify a
full-time health department. The numerous counties c-oss-hatched
lightly have a population sufficient to warrant a full-time department,
The numerous counties which are shown dotted probably have inade-
quate health departments. Those counties which are left white
require some modified plan of health supervision because their popular
tion is small and sparse. This map brings out clearly how far we are
in the United States from adequate local public health protection.

As President Roosevelt said when he was Governor of New York,
other than for the failure of local finances and facilities:
* * * there is nd reason for tuberculoois to be twice as prevalent In some
sections as In others; for deaths and Illnesses from diphtheria to continue to occur
when some municipalities have been able to stamp It out entirely; for twie as
many babies to die eh year in some cities as In those where a modern health
program Is In force. or he rate of decllnq of many preventable disease and
certain death rates to be higher In rural communities tith no organied health
service, than in urban communities where health service Io available: or for those
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citizens of the lower economic rank to suffer a higher death rate from practically
all cause.

The Federal Government's responsibility for the protection of fdl
of the population against disease has been recognized for a long time
in the public health activities of several departments. The precedent
of Federal aid to States for State health administration and for local
public health facilities also has been established in various laws for
gra nts-in-aid and in loans of technical personnel to States and
lcaties.

It was therefore proposed that as essential steps toward the pre-
vention of the risks to economic security arising out of ill health, the
Federal Government should further discharge its responsibility in the
following ways:

1. Providing assistance for localities by Federal grants-in-aid where
serious publicehealth needs are found to exist and local resources are
being employed to the utmost.

2. Helping to develop administrative and technical facilities in
State health departments in order that State-wide services, as well
as local services, may be efficient.
. 3. Strengthening and enlarging the facilities of the United States
Public Health Service and the United States Childreh's Bureau in
order to discover and test methods of disease prevention and to pro-
vide technical personnel to be loaned upon request to other Federal
agencies and to State and local health departments.

As regards these proposals, a general survey of needs and minimal
costs has been made. As a result of this survey it has been found that
even a minimum program of adequate health protection for the Amer-
ican people requires annually about $21,000,000 more Federal money
than is now being spent. The total amount expended by the Federal
Government for human-health services is at present only about
$5,000 000 a year, or about 4 cents per capita. A careful considera-
tion of the subject showed, however that the technical staff of the
Committee on Economic Security and its public health advisory com-
nifttee could .properly recommend this broad and much-needed
program which would require $21000,000 a year of additional
money. Instead the staff and this advisory committee recommended
that the annual aflotments to the United States Public Health Service
should be increased by $10,000,000 as a minimum. The needs of the
country are considerably larger, but it was agreed that before a larger
amount can be efficiently spent it will be necessary to train additional
personnel and to teat further certain practical procedures through
which certain diseases can be more effectively controlled.
. The following statement on preventive measures was transmitted
to Secretary Perkins, Chafiman of the President's Committee on
Economic Security, by the Medical Advisory Board to the Com-
mittee:

A logical step in dealing with .the risks and losses of sickness is to begin by
preventing sickness so far as is possible by methods of demonstrated effectiveness.
At the present time we believe that appropriations for public health work are
insufficient in many communities, whereas a fuller application of modern pre-
$Ontwe medicine, .made posble by larger public appropriation, would not
only; relieve such suffering but would also prove an actual financial economy,
Fpderal fun&di, expended through the several State., in association with their
9w State and local public health expenditures, are in our opinion, nDqeeasry to
#c.bmplfsh the#e purposes and we recommend that substantial grants be made?
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May 1 conclude then by saying, Mr. Chairman, that tht recom-
mendation from the staff of the President's Committee on Economic
Security indicated that there was opportunity and need for something
like $21,000,000 of new Federal appropriations for public health
work which could be wisely spent, but that it was not feasible to
spend that much money effectively, principally because of deficiencies
in available trained personnel; hence the proposals which came up
to the President's Committee and which they recommended to the
President included the proposals for the expansion of the Federal
Public Health provisions to the extent which is covered in the present
substance of title 8 of the bill, recognizin the need for both strength-
ening the investigative opportunities of the Public Health Service
for the prevention of diseases and to deal with sanitary problems of
interstate and national nature, for the extension and enlargement of
their trained personnel, and for grants in aid to the States and through
the States to local communities.

The CHAIRMAN. I wish you would tell Dr. Sydenstricker also that
if he has some statement with reference to ihe matter, to let up put
it in the record in connection with the hearings, or anyone else, with
reference to public-health provisions of the bill, and you may enlarge,
yourself, and file your additional material.

Dr. FALK. Thank you, sir; I shall transmit the message and com-
ply with your suggestion.

The CHAIRMAN. And if we want to ask any further questions, we
can call you.

Dr. FALK. Thank you.

STATEMENT OF M. M. WALTER, REPRESENTING THE NATIONAL
REHABILITATION ASSOCIATION

Mr. WALTER. My brief remarks, Mr. Chairman, will be concerned
with paragraph (a) of section 702 of the bill, which provides for the
permanent care and cure of crippled children.

This measure provides for the physical restoration of crippled chil-
dren, but it does not take into consideration their vocational rehabili-
tation, in other words, to carry them half-way across the stream, and
then expect them to get across the rest of the way the best they can.

The Committee on Economic Security, in its report, was not un-
mindful of this problem, because on page 40 they make this statement:

At this point we desire to call special attention to the Importance of special
programs for the physically handicapped of whom there are many millions in
this country. Since the passage In 1920 of the Federal Vocational Rehabiltation
Act, the Government has been assisting the States In a service of Individual
preparation for and placement unemployment of persons vocationally handicapped
through Industrial or public accident, disease, or congenital causes. Forty-five
States are now participating In this program and since It was launched approxi.
mately 68,000 permanently disabled persons have benefited from this service.
The work done has shown gratifying annual Increases, even in the depression,
but is still small in comparisn with the need. The desirability of continuing
this program and correlating it with existing and contemplated services to workers
in the general program of economic security we believe to be most evident.

In discussing this matter with the administration as to the reason
why provision was not included in the bill for vocational rehabilita-
tion of the disabled, they told us that they felt that the matter was
being adequately taken care of at the present time, and that is the
reason there was no specific provision made for it. After we had
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resented to them the present needs.of the disabled and what was
being done for them, they agreed with us that there should be a pro.

vision in this bill to further the vocational rehabilitation of the dis-
abled, and that is the reason I wish to present that matter to you
today.

The CHAIRMAN. Who is it that told you that?
Mr. WALTER. We discussed the matter with Miss Lenroot, of the

Children's Bureau, and Dr. Altmeyer.
The CHAIRMAN. Miss Lenroot stated yesterday that she had some

amendments which she was going to submit. I was just wondering
whether that was one of the amendments?

Mr. WALTER. No; they told us that we should submit the amend-
ment, and if there were any questions raised about it, they would be
glad to discuss it. Vocational rehabilitation is logically apart of
any program of economic security, because it is primarily con-
cerned-

The CHAIRMAN (interrupting). Where would you submit that
amendment?

Mr. WALTER. I would suggest that the amendment be submitted
on page 55, after line 2. I will be glad to read the proposed amend-
ment to you.

In order that crippled children who receive medical care and other services
under paragraph (a) of section 702 of this act may be given vocational guidance,
training and placement in employment, as provided by an act entitled "An act
to provide for the promotion of vocational rehabilitation of persons disabled in
industry or otherwise, and their return to civil employment'", approved June 2,
I920 as amended (U. S. C., title 29, sees. 31, 32), and to carry out all provisions
of saM act of June 2, 1920, as amended there is hereby authorized to be appro-
priated for the fiscal year ending June 36, 1936, and annually thereafter, the sum
of $2,040 000 for allotment to the States, provided that not in excess of 5 per
centum shai be used for administration by the Federal agency authorized to
administer said act of June 2, 1920, as amended.

In order to provide for correlation and to prevent duplication of services, the
Division of Vocational Rehabilitation in the Office of Education and the Children's
Bureau of the Department of Labor shall, in carrying out the provisions of this
act, establish a plan of cooperation between their respective offices and provide
for similar plans of cooperation between the respective offices and provide for
similar plans of cooperation between the respective offices and provide for similar
plans of cooperation between the respective State agencies carrying out the pro.
visions of this act, such cooperative agreements to be incorporated in the State
plans submitted to the respective Federal agencies for approval.

In connection with this second paragraph Mr. Chairman, I believe
that Miss Elliott yesterday did submit another amendment to the act
which will take care of this second paragraph, so it may not be neces.
sary to include that,

In brief justification of this suggested amendment, I might say that
during the past 6 years, there has been a marked expansion in the need
for vocational rehabilitation of the disabled. In 1930 we rehabilitated
or returned to profitable employment, approximately 4,500 disabled
people. In 1934 that number was increased to over 8,000, an increase
of approximately 75 percent. i W ' 4 4

Senator KiNo. Whan you say "Wedi4 it', would not soa of them
automatically by their own effort have ognQ back to employpnent?

Mr. Wiiiq. Many,ymaniy did, but I am speaking specificaly of
the service rendered by the vocational rehabilitation bureau n specific
States, what they did. They were! responsible for making it possible
for over 8,000 people returning to economlo security and ritont this
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service it would have been practically impossible for them to have done
it.

The C ARnAN. How much appropriation does the Federal Govern.
ment make for that kind of work?

Mr. WALTER. We are now receiving $1,000,000, and last year we
received a special appropriation of $800,000 from the Emergency
Relief funds; that money is apt to be withdrawn at any time, and in
order to take care of that slack, there was a bill introduced in the house
3 or 4 week# ago to increase our appropriation from $1,000,000 to
$2,000,000 but we feel that it is logically a part of this permanent
program of economic security and for that reason we have suggested
this amendment to be included in the bill to take care of the bill which
we have introduced and to take care of the present legislation.

The CHAIRMAN. That applies only to children?
Mr. WALTER. ;No; to all physically disabled people of employable

age, but it includes children who are employed and who have reached
the age of 16, of which we serve approximately-22 percent every year.
Fifty-eight percent are of the ages between 21 and 40, and 22 percent
approxiinately of the ages between 16 and 21.

Senaoqr KINo: For whom do you speak?
Mr. WA!TER. The National Rehabilitation Association.
Senator KtNo. Is that a national organization?
Mr. WALTER. That is a national organization.
Senator KrNO. Formed voluntarily?
Mr. WALTER. Formed voluntarily.
Senator KING. And who selected you to come here?
Mr. WALTER. I happen to be chairman of the legislative com-

mittee of that association.
Senator KINo. Have they met recently?
Mr. WALTER. Yes, sir; our legislative committee met in Pittsburgh

in December, and the annual meeting of the association was in
Louisville last October.

Senator KrNo. What is the overhead of your organization?
Mr. WALTER. The administration costs are 15 percent.
Senator KiNG. Then there is 85 percent of this $1,000,000-
Mr. WAtR (interrupting). Goes into case production service.
Senator KING. Would not case production be also overhead?
Mr.. WALTERI. No, that is concerned with the annual serving of

the disabled out of the field. For approximately every $12,000 of
budget, we must have one case worker in the field to interview and
investigate disabled. The problem is an individual case problem
entirely. We have to deal with it in that way. We cannot deal with
groups.

Senator KING. How many employees in your whole organization
n 'all parts of the United States?

Mr. WAiLER. I could not answer that question, but I can obtain
the information for you from the Federal office of education.

Senator KINo. Where is that office?
Mr.'WATiE.: In the Department of the Interior.
Senator Kixo -O.f course, there is a great deal more than 15 percent

used in fneeting''the expenses of illi of 1th"e.who are employed' in
expecting the a* or tho plan? - - ' ' , , I " ... " I

Mr.,14LTrt, Approxina.tely 15 percent Is used for administration.
Th. t li a far mi the superviroy end of the problem is concerned, and
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an additional 20 percent is used to take care of the salaries and
expenses of case workers.

Senator Ki-ig. That is 35 percent.
Mr. WALTER. Yes, and the rest of the money actually goes in

training, appliances, and other necessary services.
Senator KING. So that at last it would be only 65 percent would go

to the individuals.
Mr. WALTER. That is being used absolutely for the individuals.
Senator KING. Do the States make any contributions?
Mr. WALTER. The States match the Federal appropriation. In

that connection I might say that they more than matched the Federal
appropriation last year. The Federal appropriation amounted to
$1,000,000, and last year we received $900,000, and the States matched
over $1,000,000, and in addition we received this $800,000 as their
appropriation.

Senator KING. Does your central organization, if there be one, does
it attempt to dictate who shall be named in the various States to en-
force the law?

Mr. WALTER. No; there is no dictation at all. I happen to be the
director for the State of Pennsylvania and I can assure there is no
dictation from Washington.

Senator KING. Who names the various persons employed in carry-
in out the policies of the organization? ,

Mr. WALTER. That is all controlled by the State council of educa-
tion. The Federal law provides that the control and supervision of
this work must be under the State boards for vocational education.

Senator GursEY. Under Dr. Rhodes?
Mr. WALTER. Yes.
Senator KING. The States could not settlii their own?
Mr. WALTzR. The States prepare their plan under the Federal

law, and submit it to Washinfton for approval, and if it meets the
general policies as layed down m the Federal law, there is no question
raised.

Senator KING. Suppose the States should feel that it would be
better to place the enforcement of this plan in the hands of the labor
organizations created by the State law. That countervention 'of
your plan?

Mr. WALTER. It just happens that in Pennsylvania it is in the
department of labor, and we have a cooperative agreement, and it has
worked; it has been working very satisfactorily for the last 12 years.
That is unusual because in the majority of the States the program is
functioning in the department of public instruction.

The CHAIRMAN. My recollection is that immediately after the
war we appropriated quite a large sum of money for rehabilitation
work.

Mr. WALTER. That is veterans' rehabilitation. This is civilian
rehabilitation.

The CHAIRMAN. Do we still make an appropriation for that?
Mr. WALTER. No, that stopped in 1924. We are now taking care

of the disabled veterans who need rehabilitation and readjustment.
We are taking care of those cases ourselve ..

Senator KINo. What do you mean by "readjustinent"?,
Mr. WALTER. Here is a man that has been employed and his em-

ployment has for technological reasons become obsolete. He can no
116807-35----28
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longer continue. He needs service to adjust himself in a new oceupa-
tion. We are able to provide that service for him.

Senator Ki o. Would those activities conflict with the labor organ-
izations that are set up by the Federal Government in cooperation
with the States?

Mr. WALTER. No, sir. Under the Wagner-Peyser Act, we cooperate
under the compensation boards and other agencies. There is no
conflict there at all.

Senator XINo. It seems to me and this is merely an aversion of
raiy own view if we could consolidate a lot of these organizations and
bureaus ani departmentsof the Federal and State agencies, it would be
a good thing, Wise thing. We are operating these bureaus and organ-
izations and increasing the personnel until I am told that about 1 out
of every 5 or every 7 persons, certainly of adults, is on either the
Federal or State or municipal pay roll.

Mr. WALTER. Well, I am not here to discuss that subject; I am
not familiar with the figures.

Senator KiNo. It seems to me that the multiplicity of organizations
calls for consolidation. That is all.

The CHAIRMAN. Was there something further, Mr. Walter? Do
you want to put any remarks in the record?

Mr. WALTER. I would like to have the suggested amendment
included in the record, and the excerpt from the report of the Com-
mittee on Economic Security.

The CHAIRMAN. That has been put in.
Mr. WALTER. Thank you very much.
The CHAIRMAN. The next witness is Mr. George A. Huggins.

STATEMENT OF GEORGE A. HUGGINS, CONSULTING ACTUARY,
PHILADELPHIA, PA., MEMBER OF EXECUTIVE COMMITTEE,
CHURCH PENSIONS CONFERENCE; ACTUARY FOR MINISTERIAL
PENSION FUNDS OF VARIOUS DENOMINATIONAL BODIES
SUCH AS PRESBYTERIAN IN THE UNITED STATES OF AMERICA,
PRESBYTERIAN UNITED STATES, UNITED PRESBYTERIANS,
DISCIPLES OF CHRIST, CONGREGATIONAL, METHODIST EPIS.
COPAL, SOUTHERN BAPTIST, AND OTHERS

Mr. HuoINs. I represent a group of workers who have not been
a social care on the communities in which they live in their age or
disability, for the reason that they have been cared for by the groups
whom they serve. I refer to the Protestant clergymen and preachers.

The Church Pensions Conference, .which has held a special meeting
in Washington, February 4, 1935 to consider the Economic Security
Act, is an organization which includes the pension systems of 22 de-
nominational bodies in the United States of America and one in
Canada, to other with the retirement systems of the Y.' M. C. A.
and the Y. W. C. A.

These 22 denominations include 109,581 ministers serving 135,250
Protestant churches with 25 385,549 members, distributed among the
three Presbyterian bodies, MethdistNorth and South, Baptist North
and South, 5 Lutheran bodies both Reform churches, Episcopal,
Congregational-Christian, Disciples of Christ, Evangelioal, lzarene,
United Brethren, Unitarian, andUniversalist.
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The 22 denominational pension systems have combined assets of
$155,000,000 using round figures, of which $71,650,000 constitute
endowment funds, and $83,350,000 reserve funds.

Senator KING. Consisting of what?
Mr. HuGoINs. High-grade bonds a small proportion of stocks, a

proportion of first mortgages secured by real estate--urban suburban,
and farms--and a small proportion of real estate, some o which has
been acquired recently under foreclosure proceedings.

Senator KING. How many organizations are there that control or
have the control of or who are the depositories of these securities?

Mr. HUGGINS. As a general rule these boards are incorporated
agencies of their denominational bodies. In two cases they are
departments of the general church body, but in most cases they are
separate corporations under the direction of the governing bodies of
the church, and, in a few cases, also, they are under the supervision of
the insurance department.

Senator KING. I was just wondering how many such agencies
there, were who held these $155,000,000 of securities.

Mr. HUoINs. We represent 25, and then there are a number of
smaller ones in the smaller denominations.. Probably there are an
additional 10.

The CHAIRMAN. What is it that you want done?
Mr. HUoGINS. Briefly, the provision which we have been making,

and some of these agencies have been in existence-one of them since
1717, and another one since 1837-the provision which we are making
for our aged ministers is generally larger than contemplated under
the governmental contributory plan, and that is particularly true
during the early years of the development of the new plan. For
example, the Episcopal pension fund today is paying pensions as
high as $1,500 with an average of almost $1,000.

Senator KING. That is to the ministers?
Mr. HUGoINS. Yes sir
The CHIAIRMAN. What is the age limit when you give pensions,

generally spei ?
Mr. HuoISB. Sixtyofive, and, in some of the groups, 68 is the

minimum retirement age. In addition to that, we provide quite
substantial disabled pensions to those who become totally and
permanently disabled prior to attaining retirement age.

We have had another problem, and that is that we have always
considered the wife as part of the manse or parsonage and therefore
we make quite substantial provision for pensions of widows and minor
orphaned children. As result of that, wide coverage, we have
developed pension systems operated on the contributory-reserve
plans on the actuarial basis that are supported by contributions which
are the equivalent of 6 percent of the salary, and in some cases, 7%,
and in others 10, and in others, 109 percent. In other words, we
have created, in some of these groups quite substantial systems sup-
ported on quite a liberal basis in order to give this wide coverage,
which is far wider than is generally given in industrial pension
system s, , ' ..

Our point is this: We an in entire sympathy, being re ous leaders,
with economic security for workers, but we are disturbed as to the
effect of the Government contributory plan on our pension systems,
for the reason that we will have to maintain some systems anyway in

1104---48
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order to take care of the men whose wages are over $250 a month
and they represent, on the average, about 15 percent of the totaf
group. It naturally varies somewhat in the denominations, but it
averages about 15 percent of the total group. Then we would have
to take care of the disabled, because they do break down in this form
of service. We would have to take care of the widows and the minor
orphans. It would be very difficult for us to get the churches and
individuals to contribute to these funds which we will have to main-
tain in addition to the earnings and excise tax paid by the employing
churches. It will be difficult for us to get them to contribute to both,

particularly as when we trace the life service of these ministers we
nd that they start out comparatively at low salaries, therefore, in

their earlier years, they would be in the governmental plan; then,
in the prime of life, they would be in our plan, those whose salaries are
over $250; and then, in the later years of life, they would come back in
the Government plan,

Furthermore, there will be some who will be in the Government
plan one year and out of it the next, where the salary basis borders
on the $260, and a change of church might throw them from one
group to the other.

The CHAIRMAN. What is your suggestion?
Mr. Huaoms. We have an amendment that we would like to pro-

pose to section 307, subsection 5, page 20, line 24:
Strike out the period in line 24 and insert a comma and add the

following:
Excluding every individual for whom a provision is made and maintained

through an organization or the purpose, which provision is at least equal to the
provision made under this act for such individual, as found from time to time by.
the Social Insurance Board.

Senator KINo. Is that all of the amendment?
Mr. HuoIms. Yes, sir.
Senator KINo. What is the effect of it?
Mr. HUGoINS. The effect Will be that any of our ministers who are

covered by a contributory plan which provides at least the benefits
provided under the Governmental plan would be cared for by his
denominational plan. Those men under these plans will get larger
pensions than under the Governmental plan, and their disability will
be provided for, and their widows and minor orphans just as we are
doing now and have been doing for some years and been developing
these contributory-reserve plans.

The CHAIRMAN. Was this suggestion made to the committee, the
Presidential committee, or the cabinet committee?

Mr. Huooms No sir.
The CHAIRMAN. Have you presented the matter to the Ways and

Means Committee?
Mr. Huaums. No, sir. I submitted some of the data relating to

these pension funds to the Committee on Economio Security through
their research director, Mr. Cohen, and we have talked this matter
over with individuals there, but, you see, we called this conference
yesterday and had these representatives of these denominational'
pension systems together In order to* discuss thewhole situation, and

am here at the request of that conference held.yesterday..
.The CHAIRMAN. And you thinklthat the preachers in these various
denomin ations prefer to be excluded from, the operations of it and to
follow the course that is now pursued by the churches?- - -'
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Mr. HuGoINs. I cannot speak exactly as you say. You asked me
if I think the preachers would. I can only say that in my opinion
I think they would.

Senator KING. Let me ask you a question. Do you not think
that it would be highly improper for the Government in setting up a
pension to discriminate against any section or any group or in favor
of any section or any group; that is to say, give larger pensions to
preachers than it would give to others.

Mr. HUoGINS. I agree with you, and we are not raising the question
of excluding the group as a group. We are raising the question of
excluding the individual members of the group where the provision
is of wider coverage than the govermnental plan.

Senator KINo. And by that you mean that they would be exempted
from making any contribution?

Mr. HUoGINS. To the Government.
Senator KINo. To this fund?
Mr. HUGGINs. Yes sir
Senator KiNo. And make their contribution, whatever it is that is

made, to the organization with which they are identified.
Mr. HUGGINS. Yes. You see, the problem is very much compli.

cated with us because of the fact that we have a percentage of these
groups of workers who would be excluded from the Government's
plan all the time, and some of them would be in and out from year
to year, and the majority would be partly in and partly out at some
period in their career.

I will amend that (c) to say that many would ba in and out at some
time in their career.

Senator KINo. Would you want all of the beneficiaries of your
pension system excluded from the operation of that law, if we enact
it, that is, exempt or exclude not onily those whose compensation is
over $250 a month but all who are ministers?

Mr. HUoGINS. Yes, sir.
Senator KING. Exclude them all?
Mr. HuoGNs. Yes, sir; exclude them all. Not as a group of a class

of workers, but because, through their denominational pension sys-
temst they will care for them and take them out of the general com-
munity problem.

Senator KINo. I see.
The CHAIRMAN. I wish you would, after you have finished your

statement, or, if you want to enlarge on it, put it in the record but
see the expert of the committee andiave himd arrange for you to have
a conference with Dr. Witte, and you discuss this proposition with
him.

Mr. HUGGINs. I would be very glad to do that.
The CHAIRMAN. NVe are likely to get all of the preachers of the

country on our backs here if we adopted such a suggestion.
. Senator KING. We might need them for spiritual consolation.
[Laughter.]

The CHAIRMAN. But you will follow this suggestion, so that we
may have the benefit of expert advice. It is rather technical.

Have you any further statement?
Mr. HUGOINS. Yes, sir; I have this statement here.
The CHAIRMAx. That may go in the record.

I.
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(The following additional statement is submitted by Mr. Huggins:)
The 22 denominational pension systems have combined assets of

$155,000,000 using round figures, of which $71,650 000 constitute
endowment funds and $83,350,000 reserve funds. Wheir yearly in-
come approximates $13,000,000, of which $6,000,000 represents earn-
ings on their invested funds. I

-They are paying yearly to 32,000 beneficiaries more than $9,000,000
in benefits. The reason why these denominational bodies have set
up their own pension systems is that the churches have always re-
garded as their own social responsibility the case of their ministers
who come to age or disability. Furthermore, they have regarded as
an integral part of their responsibilities provisions for pensions to
widows and minor orphans of deceased ministers, thus making a
broader and more inclusive pension coverage than is usual in industry.

One of those pension agencies started to function in the year 1717
and one in 1837. While operating for many years as agencies for pro-
viding relief grants based upon need, many of these in recent years
have developed into contributory reserve systems, operated on sound
actuarial bases.

The problem of providing pensions for ministerial groups is a dif-
ferent one from that of industrial workers, as by far the greater number
dedicate their lives through long years of preparation to this form of
service and it is the exception when they give it up for secular work,
even thou b changing from church to church, or agency to agency
within a denomination, or even changing their mimaterial standing
from one denomination to another. And, further, the widows and
minor children must be cared for as parts of the life of the parsonage
as already stated.

These contributory-reserve systems are maintained through regular
dues payments equivalent to 6 percent or 734 percent or even 104
percent, as the case may be, and the pension benefits are likewise
related to the salaries received during service. The minister's share
of the pension cost is 2% percent, in some cases, while, in others, the
local curch or other salary-paying organizations pay the entire
cost. I -_

As a group of religious leaders the members of the Church Pensions
Conference are, naturally, very sympathetic with the social ideals of
the economic-security act, and with plans for the economic security
of employed persons. However, with some temerity, we wish to
state that we are disturbed es to the probable effect of the Federal
contributory age-annuity plan on these denomination pensional sys-
tems over which we have labored so many years and which we have
built up at such great cost.

We have to consider that, as a group of workers ministers are not
paid on a profit basis, but in fact on the basis of a living wage. And
yet, because of the social and economic demands on them in every
communion, there are some who are paid amounts in excess of $250
per month, and being classed as nonmanual workers, would, there-
fore not be included in the Federal plan.

This excluded group constitutes percentages of the total group of
active workers that varies somewhat in the several bodies, from about
6 percent to about 25 percent, with a general average approximating
15 percent. Furthermore, when the life service of those individuals
who are thus excluded is studied, we find that on the basis of the
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remuneration received in the early years of their service, and, in
many cases, in the later years, they would be included during such
years. That is, the higher range of salaries among ministers, applies
usually to their services in the prime of life.

Therefore, some of the group would be included in the Federal plan
in the earlier parts of their careers, then excluded -then later re-
includedj while, in some cases, the worker might be included 1 year,
excluded the next, and vice versa.

So far as a ministerial group of workers is concerned, it would have
better fitted their needs to have been all included up to awage basis
of $250 per month and let the denomination, through its pension
plan, make such additional provision for age annuities as was required;
also, as to pensions paya le upon total and permanent disability
occurring prior to retirement age also-benefits to widows and orphans.
The pension fund of the Episcopal Church is now paying afe pensions
up to $1,500 with a general average of about $1,000, and other pension
funds will, in a few more years, approach these figures.

It is hardly possible actuarially to operate successfully a group-
pension plan where only a small percentage of the group are included
and those just the higher-salaried members of the group, who generally
are in the later middle years of life, especially where the individuals in
this group change from year to year, as their salary changes would pass
them in or out of the group.

On the other hand, it would be difficult to get ministers and local
church boards to pay the earnings and employment excise taxes I year
and then skip 1 or more years, then resume, and at the same time
pay in correspondingly fluctuating sums to their denominational
pension boards in order to provide the pensions to the higher-salaried
men, the disability pensions for all the group, the widows' pensions,
the orphans' pensions, and, besides, the supplemental pensions which
would have to be provided in the earlier years of the operation of the
Federal system, where the age annuities are limited to 16 percent or
only slightly higher percentages of average salaries, limited to $150
per month.

Furthermore, most of these pension boards also make provision for
the missionaries of their churches, home and foreign, and the larger
part of the foreign missionaries would be excluded from the Federal
plan because of performing the greater part of their duties outside the
continental United States.

Without depriving anyone of the right to be cared for under. the
Federal plan, the amendment we propose will enable the church
pension funds which can demonstrate to the social-insurance board
their ability to do so to make provision for larger age annuities for
their beneficiaries than the Federal plan. For these reasons the
members of- the Church Pensions Conference respectfully request
the attached amendment to the bill, (previously submitted in this
statement).

(Mr. Huggins subsequently sent the following telegram:)

Senator PAT HARRISON, ATLANTA, OA., Fe&tary 7, 1935.
Committee o" Fimnat, Senao OfDfce Building.

As per your request when I appeared before your committee February 5,
I advise that 60 percent are ministers and 40 percent widows and orphans. My
testimony related to §2,000 beneficiaries of church pension funds.

Ozoaou A. Huooos.
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The CHAInMA. The next witness is Owen E. Pence, National
Council of Young Men's Christian Associations.

Senator KINo. Is that different from the Young Men's Christian
Association?

Mr. PzEo. No, sir. It is the official body of Young Men's
Christian Associations of the United States in all the different local
communities. It is a constituted body set up by their representa-
tives and under a constitutional procedure.

I

STATEMENT OF OWEN E. PENO, NATIONAL COUNCIL OF YOUNG
MEN'S CHRISTIAN ASSOCIATIONS, 347 MADISON AVENUE,
NEW YORK, N. Y.

I speak as a representative of a special committee on security
recently authorized by the general board of Youn Men's Christian
Associations of the United States, which is the al interim body of
the National Council of local Y. N. C. A.'s.

The National Council of Y. M. C. A.'s is the national agency of
1,160 local Y. M. 0. A.'s in this country, and the related State
organizations thereof. It does not speak with final authority for
these on matters of national policy or on legislation, but, by reason
of its constitutional and directly representative character, it does
from time to time give expression to various cooperative aims and
enterprises which the local units may authorize.

In 1931 this National Council took action supporting, among other
social ideals of the Federal Council of Churches, the following:

Insurance, socially administered at cost against Invalidism, disabilities from
illness and occupational injuries, want In old age, and enforced unemployment-

and added-
That in advocating these social ideals for adoption generally, the associations

themselves should seek to apply these principles in their own practices and rela-
tions as employer*.

In 1934, in reaffirming this general position, the National Couneit
expressly gave instructions-

To keep abreast of all developing social leglslatlon proposals having to do with
employee security and to call the attention of the council and the associations to
any point on which action is deemed desirable.

During the past month-
The general board of Y. M. C. A.'s of the United States, keenly aware of the

national character of the social-security problem of our people, requested the
committee on security * * * to keep abreast of progress toward Federal
legislation and to support legislation affecting employees of the National Council
in line with the highest standards of Christian responsibility.

Thus, wl ile not overlooking the concern of over a million and a
half 'of our members and 6ther constituency, largely youths under26 years of ae, who are deeply involved in plans and public policies
for making 1o9s and self-maintenance possible, qnd for avoiding
hazards to self-respect and security with which this bill deals,- we
speak particularly as representing agencies which employ approx-
mately 16,000 persons, the larger part of whom fall within the geral
definitions of the proposed act.

Senator KINo. Do you propose stating how those 16,000 are
employed?
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Mr. PENCE. I may say that 3,500 of them are professional workeki-
we call them secretaries-and about 12,000 are nonprofessional wbrk-
ers. They maintain the buildings, the office services, restaurant, 'and
such services. 1 1 ,

Senator KING. Those 3,500 that you just mentioned-what -do
they do? I , '

Mr. PENCE. They are those who guide the general administration,
program and policy aspects, and lead in the activities there, and with
many lay workers of course. '-' '

. Senator KING. The personnel within that group changes very fre-
quently, doesn't it? .. i, ,

Mr. PENCE. The average tenure of those whom we call professional
workers, and of course it is never complete until each stops, runs into
about 12 years, but we" think of it as a career'for large numbers.

Senator KING. They are recruited from various walks of life, and,,
after their 12 years of service, they return to the various business
pursuits?

Mr., PENCE. A certain pro ortion do, but increasingly the tenure is
lengthening, as our standards for entrance have been raised. These
are now higher.

Senator KING. Is theological training necessary?
Mr. PENCE. No, sir; few have had it. A general college education

is now the minimum for entrance.
Senator KING. Is there any-I do not use the word "orthodoxy"

in an improper sense--are there any fundamental principles of religion
to which they must give adherence in order to come within that group,
or do you take people with any religious views, or people whose ideals
or ideas regarding the Christian religion and the vicarious work of
Jesus Christ are quite at variance with the orthodox view?
- Mr. PEN c. There is considerable latitude but the traditional
relationship of the Young Men's Christian Association is in close
association with the Protestant-church view, although its member-
ship in the last full census of communicant relationship included at
least 20 percent from other than Protestant groupings. Its secretary-
ships and, in general, its boards have been more largely drawn-
almost exclusively drawn-from the Protestant group, but .even
there the national body gave formal recognition to local associations
who might have as many as 10 percent at least of local boards from
other groups, and, more recently still, each association is self.deter.
miin regard to these matters. That was by formal action in 1933.

Senator KINo. The reason that I make this inquiry is that I have
been in some countries where I came in contact with organizations
labeled Young Men's Christian Association, and some of the persons
at least from my point of view expressed sentiments not at all in
harmony with the Christian faith. They were agnostics and some
of them were extreme in that, and yet they found refuge and were in
service in this association.

Mr. P. cE. I must point out that people of any country have their
freedom to develop a Young Men's Christian Association movement
and each movement is autonomous, joined in a fairly loose world
alliance, without formal controls except in certain respects as to
recognition. Therefore, the American associations do not determine
these matters for associations of another country, although they
may use the name 6inder the world alliance.

as
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The CwmuAvMi. You may proceed.
Mr. PsNoE. I was speaking of the 16,000 persons who are all in our

present employed personnel, that the larger part of them fall within
the general provision of the proposed act. We desire that the degree
of support indicated by the foregoing official actions be entered upon
your record and, by this means, to give general approval to the board
purposes of the measure.

As a private agency, non-profit-making in character, and dependent
to a considerable degree upon community good will and support, we
do not overlook that the proposed measure adds materially to the
budget costs of employing organizations. The pay roll of our asso-
ciations aggregates nearly 15 lions of dollars annually.Senator KiG. 'in the Unied States?

Mr. PzNE, In the United States alone. Tliat is just over 40 per-
cent of the current operating budget. Such a charge naturally affects
the ap city of awagency so supported-to extend or even to-maintain
the heavy volume of low-chayge or free services which practically all
local associations have been carrying during the past 5 years. Never-
theless, we believe the present hazards to security of employed per-
sonnel totalling 16,000 persons demand attention, and that such
charges should be paid gladly.

May 1 comment that we would like to make that point clear,
because we understand that some agencies who are somewhat simi-
larly dependent upon community g6od will and support would like
to have a complete exemption from the operation of the act in their
behalf in every partii" 'Jar.

The CHAIPMAN. You do not wish that?
Mr. PENCE. We do not wish that, and on the contrary, we support

the act.
The Y. M. C. A. has maintained for many years a private retire.

meant plan, Under the insurance laws of New York State. Thus far
it has provided benefits for our professional workers only. It has
paid no benefits to over 12,000 nonprofessional employees. Repre-
sentatives of this retirement fund have, after due consultation asso-
ciated themselves with the suggestion just made (to be made) on
behalf of the church pension boards. Partial though the coverage ofou.present fund is, we very much desire to maintain such plan in
efficient operation; provided, it may be possible to work out feasible
administrative procedures, and to set controls by which Federally
adopted standards of social protection shall be unqualifiedly, main,
taied.

We strongly urge that, if such an arrangement is permissible, it
shall in no wise affect unfavorably the right of other' workers not s
covered to claim benefited under the Federal-State plant Such special
provision, we would urge, should be so devised as to'permit optional,
not compulsory, participation by any or all of our employees eligible
for recognition under the Wagner bill, S. 1130.

If I- may present for the record but not occupy your time with a
further, statement from, the Official Yearbook of our organization;
dealing with some of these problems, I should like to conclude by'sa
personal word to say this. I have spent most of my professional lifo
on; behalf of American youth, and especially, in the studyof their
problems of occupational adjustment. There is no problem before
our people today so'full of significance for the future of-this country,
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as the sense of bafflement and defeat with which youth faces Its un-
certain vocational future.

If there were no other reason at all for doing so, I would myself
enthusiastically support this measure because of its provisions for
the Federal compulsory contributory pension system because of the
opportunity it may give for young workers to build up some basis
for their own security in old age.

I would also like to stress that the efficienoy of any system of social
protection depends upon the definition and maintenance of suitable
standards, and operation by competent personnel. There may be a
genuine danger in allowing to States too large measure of latitude in
-devising widely differing systems of unemployment insurance. It is
my personal view that these considerations are of such importance
as to warrant the use of direct Federal subsidy to the extent necessary
to establish and maintain a system of unemployment insurance which
-il afford a Subitantially equal degree of protection to all, regardless
-of where they are employed.

Senator Kimo. When you speak of Federal subsidy, you do not
mean to exclude the duty of the State?

Mr. PENcE. On no account, but merely to .safeguard the problem
-of standards which have been debased, at tho point where the ques-
tion of competence of personnel and adequacy of coverage and, in
general, relatively equal coverage shall be available for all citizens.coming under thepurview of the act.

Senator KINo. Your plan does not contemplate that the persons
who might be entitled to benefits under the so-called "Wagner bill"
shall, in addition to those benefits, receive benefits from your
-0rganization?

Mr. PENCE. No sir.
Senator KINo. r if they do, they ought to be subtracted from the

-other so that in the aggregate they will be placed on a parity with
others who are getting the benefits?

Mr. PENCE. That is right. And we are particularly concerned that
the very fact that for some years we have had our private plan cover-
ing the professional group only, shall not prevent our nonprofessional
group having full access to the general benefits intended under the act.

In addition, if I may, I should like to add a further word in personal
capacity. In the official year book of our organization for 1934, under
the heading of "Character and Cooperation in Social Reconstruction"
reference is made to- .
* * * certain areas of our common social life which seem to cry to heaven for
a genuine experience of cooperative faith.

The insecurity of our people is perhaps the most obvious and tragic
of these. le are living in a time-'

When the frontier of our forefathers lies at hand no longer to toward the self-
respecting effort of the Individual wherever he may go;

When the returns of honorable labor, and the costs of decent living, are so un.
stable and disparate as to produce grave anxiety and strain;

When even the very access to livelihood, and the right to earn subsistence, are
denied to millions-

When I person in 5 In certain States (and in certain cities 1 In 4) Is on public-
relief rolls-

When g,I00 , 00 0 families are expected, according to announcement by high
(Covernment authority, to require public "relief of destitution" by next Febru-

/
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ary-a situAtion ip which relief as a polvate charity has given way to rescue a a
governmental duty '

When perhaps 10,000,000 are still unemployed;
When a whole generation of youth-thowe with whom the Y. M. C. A. has

chiefly concerned itself-never vet employed and almost unwanted, economically
speaking, stabd helpless before forces they cannot understand, and often hopeless
amidst attitudes and conflict they cannot support;
When vast projects of experimentation are organized, as expressions of social

concern, In the C. C. C. camps, In the Tennessee Valley, in suibsistence homeAteads,
In emergence colleges; and gigantic public works in city slums, in water-power
development, k parks, and on the land; projects without precedent, reflecting
needs too great to understand, Imposing obligations uPon all citizens, leading to
bewilderment for many, to honest differences as to policy among not a few, and
to open ridicule and scorn by some;111en the economy In which we live, whether one of wareity or surplus, requires
a principle of reference, something human and ultimate, by which to appraise
economic forces and the control of their behavior; 

When social security has become a major public Issue, ireluding insurance
against the hazards of unemployment, sickness, and old age; whilst the restoration,
long hoped for of employment and opportunity to work, production, purchasing
Iwryet delayed;

When Issues involving the health, happiness, security, and the very life of
millions are still measured, and attitudes toward them determined very largely
by considerations of political advantage or financial self-interest.

These facts and others challenge confidence in Christian character at its very
heart and test the first claims of any cooperative philosophy.

It is estimated on the basis of reports from 333 Associations a year ago that 1
member In 6 over 18 years of age was then unemployed. It is known that
Y. M. C. A. members as a group are younger and lower-salaried workers, and that
the savings and all other equities of many have been sacrificed. The Association's
own life Is involved in ;ts members' security and welfare, along with that of the
whole community.

Therefore every aspect of recent national economic policy concerns th% Y. M.
C. A.'s mission, methods and message.

It is concerned with the alms, the hopes, the practices, and the tendencies of
N. R. A. and other emergency administrations- and with all of the debates upon
these, to see if the cooperative capacities of the agricultural and trade groups
within themselves (worker and employer alike), or between them all with the
whole people through government, can keep their unity long enough to break the
force of the depression, and their goodwill firmly enough to withstand the effort&
of those who would defeat their purpose.

It is concerned with the functioning of the courts, with their unfettered freedom
and courage, whose decisions by authority of the ple through the law are
sustaining or martins the service of Justice in the Iand.

It is concerned with the dignity and right of labor under all conditions, and
with jutice to labor under modern industralism, holding the return of employ-
ment, the growth of real wages, and the cooperative achievement of industrial
peace as urgent, just, and Clrisian.

It I concerned with the restoration of confidence upon honorable terms, with
the reestablishment of production consonant with public welfare with the con-
tinuance of experimentation toward a more abundant and Chrisian society for
all holding dear the values hitherto secured when they do not obstruct greater
vafue&

The CHAIRMAN. The committee thanks you very much.
The committee will recess until tomorrow at 10 o'clock.
(Whereupon, at 11:15 a. m., the hearing recessed as noted.)
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WEDNESDAY, FEBRUARY 6, 1035

UNITED STATES SENATE,
COMMITTEE ON FINANCE

Waahington, b. 0.
The committee 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, George, Barkley,
Connally, Gore, Costigan, Clark, Byrd, Lonergan, Black, Gerry,
Guffey, Couzens, and Capper.

The CHIAIRMAN. The committee will come to order. The first
witness this morning is Mr. John B. Andrews.

STATEMENT OF JOHN B. ANDREWS, SECRETARY AMERIOAN
ASSOCIATION FOR LABOR LEGISLATION, NEW YORK CITY

Mr. ANDREWS. I am very glad, Mr. Chairman and gentlemen of
the committee, to have the opportunity to come for just a few minutes
this morning upon request and speak in favor of the Wagner-Lewis
bill. I am particularly glad to do this because I am receiving tele-
grams at my office from various State capitols, urging me to send by
air mail the acceptable draft of a State bill to fit into the Federal:
State program. These messages are saying that their legislative
sessions are already half over and that the eel that it is highly im-
portant that they take action at this session. , Most of them are not
meeting in regular session again until 1937, and during the recent
elections in November, they reinforced the early pledges, that they
would adopt unemployment and old-age insurance at this period of
the administration. They feel this very seriously. Those who are
pledged to the legislation are rather uneasy with the passage of time
and 6ith the approach of the adjournment of their legislative sessions.

Of course it is impossible to tell them exactly how the State bill
can be fitted into the Federal plan until that is enacted by Congress.
It is possible to asure them so far as one can that there will be vgry
early action here which will make it possible'to develop the State
bills into what we hope is acceptable form.
. The CRAMMAN' It is a very good move to have these States that
are in session try to work out their plan now if they can with these
drafts to be furnished. They can make such changes of course, as
they figure should be made, but it is going to be rather difficult to ass
this bill in a day or two, as you knoW. -We have requests here for a
large number of witnesses and we hope" to finish this hearing this week.
If those who appeal before the committee will be just a little patient
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with the committee and express thair views and get them in the,
record, so that when the bill has passed the House we can then bVein
the consideration of the drafting 4nj the possible changes in the bill,
the matter will be expedited, but it is going to take somblimeln the
discussion of this bill.

Mr. ANDREWS. I appreciate the difficulties, perhaps as well as
anyone, because I have had committees working on the drafting of
social security legislation for years, and for the past 5 years on this
unemployment compensation matter alone. I realize that it is.
imposible to get agreement on all of the details of such complex
legislation. The tine comes, however, after a matter has been studied
for years and has had public discussion and then has had many months
of inquiry through technical expert and advisory committees, when
decisive action becomes the important thing. We have to pass over
many objections and realize that we cannot get agreement upon all
of the details.

Senator GEOROE. Have you had any indication from any of the
States that they would not participate on the basis of the present bill?

Mr. ANDREWS. Not at all, Senator.
Senator GEOROE. You have not?
Mr. ANDREWS. On the contrary, there appears to be quite extraor-

dinary eagerness to cooperate with the Federal Government in
this matter, almost an impatience. I am trying to express it to you
that there is almost an inipatience in many States that they be able
to have before them in specific form an acceptable draft which will
enable them to enter whole-heartedly into cooperation with the
Federal Government in this matter.

I feel so strongly that reasonably pmpt action here at Washing-
ton is the very essence of accomplis ent in the States that I sub-
merge a number of my own personal preferences with reference to
certain details of the measure. I believe that on the whole it is the
part of wisdom to give general support to this Federal-State program.

The CHAIRMAN. Let me ask you, Mr. Andrews, in New York State
your old-age pension plan is put somewhat on the need basis, is it
not? You give to some different amounts than to others?

Mr. ANDREWS. That is true, depending on their need.
The CHAIRMAN. Do you do it through some committee in eac&

county, some board which is set up or individuals, or how? How do-
you operate?

Mr. ANDREWS. With a local supervision but under the general
supervision of the State welfare department at the State capital.

The CHAMMAN. The State welfare department appoints or the
Governor appoints some board in each county? "

Mr. ANDREWS. I cannot give you all of the details with refer-
ence to the administration of our old-age pension. What I wanted
to speak on here this morning particularly was the unemployment.
compensation.

The CHAIa MA. I am curious to know because every State has a
different problem to solve. There are problems in one county in
New York that might not apply to another, and conditions in my State-
in one county might not apply to another, so that it seems to me that
while you have to have a ufiform proposition, you have to have some
administrative office to apply those conditions in the various places.

440
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Mr. ANDEWS. Unquestionably. And the laws differ from State
to State, so it is pretty difficult, unless one i specializing particularly
on just one shase of the Idgislation, to have 'all of the allfinistrativefacts in mind

I want to say with particular reference to the unemployment com-
pensation feature of this bill that on the whole as the result of all of
the study and all of the conferences that have ieen held that with a
few perfecting amendments, it is the kind of a measure that ought to
be passed and ought to be passed as promptly as possible. One inight
urge that it go into full effect earlier. I see no reason why it should
be n ecessa y to postpone the 3.percent tax beyond January 1, 1930.I believ.e that it would be possib that fully into effect January
1, 1936 We did have a formula in the pioneer Wisconsin law which,
however, was enacted, you must remember, I years ago.

That provided that a certain condition of employment should be
reached -before the law could go into effect, but that condition was
reached a year ago last October. It would be unfortunate to delay
the effect of this law as long as 2 years after next January 1, so far as
the 3-percent pay roll tax is concerned. I believe it should go into
effect in full at that time.

Then I think also in reference to the limitations upon the individual
establishment funds, that 15 percent of wage reserve required in the
individual establishment funds needlessly high. I think that could
be reduced by one-half easily, and I think also that taking one-third
of the 3-percent tax and requiring that that be put into the pool in the
case of these individual employer reserves, is also needlessly high.
One-half of I percent would certainly be sufficient for the purpose, and
I believe we should be careful not to discourage efficient management
in doing its utmost to improve employment conditions by stabiliming
employment, In other words, I think we should take advantage of
every device to encourage good management in industry, and those
provisions of the 16 percent of the wage reserve and the one-third of
the 3 percent to be put into the pool are too high to get the bestresults.

Finally, with reference to the civil-service provisions, I think those
civil-service restrictions ought to apply uniformly upon the Federal
and the State groups. It is required that all of the State administta,
tive officers be selected under very careful restrictions but certain
ones of the Federal officials are not so regulated. Uniformity of
merit-test provisions for the FederrJ and the State administrative
personnel, I think, might not be a bad thing. I mention that epecially
because the public employment service legislation, the Wagner-Peyser
Act was amended after it came from committee, so that the director
of that'service would be authorized to make appointment of assist-
ants without reference to the civil service. Now we discover that
when Congress puts in the-word , "authorize", the President is not
in a position by Executive order to cover in those em loyees. It
used to be done,'you will remember, under certain earlier adminis,
trations where it suited their convenience to put them in and out,
but that is no longer possible, And we want to be sure that everyone
understands the meaning of that word "authorize" as interpreted
by the present Department of Justice.

Iri conclusion, I-have been going to State capitols for many years
with carefully worked-out constructive social legislation proposals,
and the most isistent objection raised is that this would drive
business from the State, that the purpose is good and the plan is
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sound, and "We would enthusiastically support this locial.legislationif the cost were to fall equally upon all of the States." :It gives my
more genuine pleasure than 'you can perhaps imagine to have the
opportunity now to support this measure, which wipes out that old
"interstate competition" obstacle. This plan gives to the good
employer his opportunity to go ahead with the assurance that he will
not be .undercut unfairly in competition with his competitors in
States that otherwise might not take the legislative action.

There will not be a perfect bill on this subject. I have never seen
a perfect bill, and I imagine you have not, for I recall that it was the
first counsel of the United States Senato who first remarked to me:
"Laws are born full-grown about as often as men are." I I
,. II urge therefore that this bill in general has had most careful con-
sideration; that we will never get complete agreement upon all of
the'details of such legislation; and that by perfecting certain details
we should be able to get the proper action promptly, which is neces-
saiy.now in order that the States may enact the fundamental laws on
this subject.

The C-AIRMAN. Thank you very much.
Mrs. Beatrice Pitney Lamb, of New York.

STATEMENT OF MRS. BEATRICE PITNEY LAMB, REPRESENTING
NATIONAL LEAGUE OF WOMEN VOTERS, NEW YORK, N. Y.

Mrs. LAMB. I represent the National League of Women Voters.
The National League of Women Voters favors the passage of the
unemployment compensation sections of the economic security bill.
Since our reasons for supporting the bill are much the same as the
reasons already given by other advocates of the bill, we will not take
the time of the committee to go into them.

Instead, I will confine myself to speaking about certain sections of
the bill about which we have questions.

First, section 606, under the definition of "an unemployment
fund" seems to require that every State law, whether of the Iled
fund type or the separate reserve type, must set up a pooled fund
with at least 1 percent contribution from employers. The rest of
the fund might be of any type desired by the State but there must
be in any case this 1 percent pooled fund. This is a valuable pro-
vision for it would for example provide some secondary security for
workers covered by company reserve funds which had become
exhausted. As I say, section 606 seems to require this, but doubts
arise in our minds.about it, for this provision is hidden away not
only in a definition instead of in the main body of the bill, but also
in parentheses, as if it were a matter of no consequence at all.
If this requirement is to be binding, it should be taken out of

parentheses, taken out of the section 606, and set down dflnitely as
one of. the requirements for State laws under sections 407 and 602.
Other se a court of law might hold that it had slipped into the bill
by accident and that it was clearly not the intent of Congress to re-
quire the setting up of a 1 percent pooled fund as one of the conditions
of receiving administrative allotments or employer credits.,-

Senator COSTIOAN. Do. you refer to the language on page 46 of
the b il?.
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Mrs. LAMB. I refer to the language at the top of page 46 and the
part in parentheses there.

Senator COSTIOAN. Lines 2 to 5?
Mrs. LAMB. Yes.
My second point is: As the bill stands at present there is one serious

loophole--a loophole which might actually encourage States to pass
weak rather than strong State laws. This results from the very
generous sections on additional credits combined with the fact that
the bill requires no standards as to length of waiting period, or size
or duration of benefit payments.

Under 608b employer is allowed full credit against his tax for all
the contributions which he is not making to his reserve fund pro-
viding that fund does not fall below 15 percent of the annual pay roll.
He can cease his contributions entirely and still receive credit so long
as the fund is up to the required 15 percent.

The simlest way to keep a fund up to 15 percent is to pay very
little out ofit, that is, by making the waiting period long, the benefits
small, and the benefit period short. If the employers in a State
wish to evade the Federal tax and at the same time pay little or nothing
as unemployment compensation contributions they can do so. All
they have to do is to got through their legislature a bill providing for
the scaling down of contributions to zero as soon as the reserve funds
reached 15 percent and then stick in a provision to protect the reserve
fund, fr example, by providing for a 30-week waiting period.

It may be argued, of course, that a 30-week wilting period is
something that no one has ever suggested and that therefore this
possibility does not merit serious consideration. However it should
be noticed that the bill as it stands at present makes possible this or
any other fantastic waiting periods as a means of evading the intent
of the law.

If a State evades the law in this way, it obviously immediately gets
competitive advantage as compared with other States, therefore one
of the great arguments in favor of this bill that it will eliminate com-
petitive advantage which a State would got by not having a compen-
sation law would be taken away.

Such evasions should be made impossible by amending the bill to
include standards that States must meet in regard to the length of
waiting period, the size of benefits, and the duration of benefits.

Third, such standards are important not only to plug up loopholes
in the bill but also to accomplish the major purposes for which unem-
p0oyment compensation legislation is designed. One of these purposes
is that benefit payments take the place of relief at least for a limited
length of time. But this no longer holds true if the waiting period is
so long that the resources of unemployed persons are completely
exhausted before the waiting period ends or if the benefits are so
small that they will jpot cover cost of living. In these cases relief
would have to be used to supplement compensation. This immedi-
ately would mean the expense of performing a means test and the
duplication of administrative expenses resulting from the fact that
each person is receiving both compensation and relief.
V Some people argue that the mere existence of a 3-percent Federal
pay-roll tax would take care of standards since it would encourage
the passage of laws providing for 3-percent contributions from em-

I ieog?-45--*
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ployers. This does not necessarily follow for the reasons I just spoke
of in connection with the scaling down of contributions.

To make compenrfrdion a reality and to accomplish what the
security program set out to accomplish, we consider it essential to
include in the bill minimum standards in regard to length of waiting
period, size of benefits, and duration of benefits. We urge that these
standards be the ones suggested by the committee on economic
security as being feasible in connection with 3-percent contributions.
These were that the waiting period be no longer than 4 weeks, that the
benefit payments be at least 50 percent of the worker's weekly wage,
and that the payments be paid over a period of 15 or 16 weeks.

The CHAIRMAN. Thank you. Is Miss Elizabeth Eastman in the
audience?

Mrs. FREDERICK SHELTON. I represent Miss Eastman.
The CHAIRMAN. Very well.

STATEMENT OF MRS. FREDERICK SHELTON, REPRESENTING THE
NATIONAL BOARD OF YOUNG WOMEN'S OHRISTIAN ASSOCIA-
TIONS

Mrs. SHE1LTON: This is a statement by the public affairs committee
on pending Federal legislation for social insurance. It contains two
suggestions or corrections to be included.

Through official action at its national convention the Young
Women's Christian Associations of the United States of America is on
record as supporting compulsory unemployment insurance and old-
age pensions.

The amount of study on unemployment insurance which we have
done and an analysis of the experiences of our own industrial and
business women membership lead us to tho conviction that the fol-
lowing corrections should be made in bill H. R. 4142, introduced by
Representative Lewis, and bill S. 1130, introduced by Senator Wagner.

1. The bill should be revised to establish minimum standards for
benefits, amount duration, waiting period and so forth, to be paid
by the States. Standards -are the crux of a sound unemployment-
insurance scheme. A statement in the bill that model legislation is
being drafted to be submitted to States is not followed by any recom-
mend ation that minimum standards will have to be adopted. The
old contention that industry will be "driven from the State" will be
used by the opponents of unemployment insurance if one, State
adopts one scheme, another State adopts a different, and yet another
no scheme at all.

2. The 3-percent tax should hold irrespective of the business index.
The bill provides that the 3-percent Federal pay-roll tax shall, during
the first 2 years be reduced to I percent if the average annual index of
industrial production, as returned by the Federal Reserve Board is
under 84 and shall be reduced to 2 percent if this index is 95. The
index of employment for the past 12 months is 76.8 and was lower in
October 1934 than October 1935. Therefore it seems unlikely that
the average index of production will rise above 84 for the coming I
or 2 years. Therefore if only I percent is to be set aside, the States
will have failed to secure adequate funds out of which even minimum
benefits can be paid.
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States are waiting anxiously for Federal legislation. Unless some-
thing is done quickly, many State legislatures will adjourn before
they do anything.

A~s regards old-atie pension, it is essential that those people who are
not'employed workers, who are, for example, farmers, small store-
keepers, and so forth, shall always be taken care of. The suggestion
that in time we shall not need a system of noncontributory pensions
is based on a false premise. It is not only the employed worker who
needs help in his old age. Many persons who are their own masters
require assistance at 65 or 70.

This is signed by Mrs. Kendall Emerson, chairman of the public
affairs committee, arid Mrs. Allan K. Chalmers, subehairman,
economics section.

The CHAIRMAN. Thank you very much.
The CHAIRMAN. I desire to have placed in the record a statement

by the National Consumers' League on S. 1130, presented by Mrs.
William Kittle, of Washington, D. C.; also a statement presented
by Mrs. Kittle on behalf of the Women's Homeopathic Medical
Fraternity. This statement is signed by Dr. Julia Minerva Green.

(Statement referred to is as follows:)

STATEMENT BY THE NATIONAL CONSUMERs' LEAGUE ON TIE SENATE BILL 1130

FFBRUAy 2, 1935.
The National Consumers' League, for 35 years the champion of security for

workers strongly endorses the proposals for nuemployment insurance outlined
by bill S. 1130.

Unemployment insurance, while not a panacea nor a solution of our social
and industrial problems, will do much to relieve suffering for workers out of
employment through no fault of their own. It will act as a shock absorber for
some of the worst evils of a depression.

Although the catastrophe of the last years has convinced the majority of
citizens of the necessity of substituting self-repecting Insurance for the demoraliz-
ing dole system, the States are slow to take action. S. 1130 will provide the
encouragement needed to stimulate the passage of State unemployment-
Insurance laws. While leaving to the individual State the choice of its particular
system, S. 1130 wIl set a standard for the States and will coordinate their separate
efforts. The National Consumers' League urges Its passage by the United States
Congress withoutt delay.

WOMEN'S HOMEOPATHIC MEDICAL FRATERNITY,

To the Mfembera of the United States Senate: january 08, 19M.

This is to certify that the Women's Homneopathic Medical Fraternity, which
is one of the member organizations of the Women's Joint Congressional Com-
nittee, urges the psge of Senate bill 1130, the part of it which deals with

old-age assistance, unemployment Insurance, and aid to dependent children.
JULIA MINERVA GREEN, M. D.,

Delegate of the Women's Homeopathic M[edfcal Fraternity.

I am also placing in the record a letter I have received from Miss
Elizabeth Chistman, of Washington, D. C., on behalf of the National
Women's Trade Union League of America, relative to the pending
bill.

(Letter referred to is as follows:)
NATIONAL WOMEN's TRADE UNION LEAGUE OF AmEiIC.%,

Washington, D. C., January 31, 193.Hon. PAT HtARRISON,

Chairman Senale Finance Committee.
DEAR SENATOR HA ISON: The National Women's Trade Union League of*

America strongly end6rses the purposes of the Economic Security Act. The
measures for social security proposed in the various sections of the act---old-age
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assistance* Federal and State aid for dependent children, for maternal and child
health and for public health; and insurance against some of the hazards of unem-
plovient--are all necessary steps that must be taken if the wage earners of the
United States are to have any feeling of real social security.

The Nationai Women's Trade Union League of America is an organization of
trade-union women and speaks for thousands of working women who have had
first-hand experience of the results of a social system that does not provide these
safeguards.

While we recognize the fact that real economic security can be provided only
Iv steady employment at a decent living wage, a wage that permits the support
of dependents &Ad expenditures for health and savings, we feel that the measures
contemplated in this bill are of great social importance and are a real step forward
toward a program of social justice for the wage earners of the United States.

Because of the great importance of the bill, *and because of its far reaching
significance to our people it is essential that the requirements set up, both as
to adwinistration and as to standards, should be most thoroughly examined, and
for this reason we would like to call to the attention of the committee several
defects which seem to us serious.

1. Unemplojynent insurance.-In our opinion it is a serious shortcoming of the
bill that it fails to establish any minimum standards for benefits to be paid the
workers for the length of the waiting period before the benefits are paid, for the
duration of the benefits, and for payment of benefits to part-time workers. All of
these items need to be carefully defined and minimum standards set so that States
that are establishing high standards of insurance may not be handicapped by
competition with States were standards are inadequate. We rece gnize the pos-
sible difficulties of setting a definite minimum standard in this Fderal law, but
we feel the matter to be so important that we urge that the Social lInsurance
Board be given in the bill (p. 22, sec. 402) authority to set minimum standards
which must be met in all States.

2. Old-age assistance.- Under the section of the bill dealing with old-age assist-
ance there seems to be considerable discrepancy between the purpose of the bill
as stated on page 2, lines 19 and 20 to assureI a reasonable subsistence compat-
ible with decency and health" and the limitation of the Federal allotment, on
page 8, line 7, to $15 a month per person, making a total with the State allotment
of $30 a month per person. We are convinced that a maximum amount of $30 a
month in many cases will not fulfill the purposes of the bill and we ask that the
bill be so amended as to permit a more generous allowance when necessary.

3. Civil service.-In in the Federal Govern-
mnent, experience has shown that efficient administration can be based only on
the appointment of employ by the merit system through the clvii service.
For that reason we think that the section of the bill dealing ith the adminis-
tration of old-age assistance (p. 8, see. 0) and that section dealing with the ad-
ministration of aid to dependent children (p. 14 see. 209) should be amended to
provide that employees be. taken from the eligible lists of the Civil Service Com-
mission. Also on page 22, section B, lne 11 " experts" on the Social Insurance
Board are specifically exempted from the cvl service. This seems to leave pos-
sibly e very large group of apointees who would not come under the civil service
-as thetemm "expert" is capable of many interpretations. As the Children's Bureau
in its administration of the material and cilid-health work Is required on page
59 section 704, to employ "experts", "assistants", "clerks", from the eligiblIe
lisis of the civil service there seems to be no reason why the same terminology
should not be followed for the Social Insurance Board.

In conclusion, we take this opportunity to emphasize again our endorsement
of various features of this bill. The development of maternal and infant hygiene
has long been of great concern to us. We know that the women of the country
are in need of this service and we are conviuced that its most satisfactory admin-
!tration will be by the Children's Bureau in the Department of Labor with its
back round of experience and scientific knowledge in this field. We feel also
that for the care of crippled children and general promotion of child welfare the
Children's Bureau is especially well fitted to handle the responsibilities given it
in the bill.
We congratulate the committee on the opportunity it has to establish so im-

portant a program to meet some of the great social needs of the Nation and we
ask favorable consideration of the bill at the earliest possible moment.Respectfully submitted,

ELIZABETH 
CHRISTMAN,

National Women's Trade Union League of America.
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The CHAIRMAN. Mr. Hansen.
Mr. HANSEN. Yes, sir.
The CHAIRMAN. Please give your full name and affiliation for the

record. You are the chief economic analyst in the State Depart-
ment?

Mr. HANSEN. Yes, sir.

STATEMENT OF ALVIN H. HANSEN, CHIEF ECONOMIC ANALYST,
STATE DEPARTMENT

Mr. HANSEN. I am appearing as the chairman of the subcommittee
on unemployment insurance attached to the Cabinet committee on
social security, and I should like to address myself very briefly to that
aspect of the bill which concerns itself with unemployment insurance.

Senator COSTIGA-N. Has the State Department for any special
reason interested itself in this legislation?

Mr. HANSEN. No, sir; the State Department as such has not.
The technical board is drawn from personnel of special divisions
of the Government that for one reason or another have in their past
experience or research been connected with these problems, and I have
prior to coming to the State Department, been interested in the
problem of unemployment insurance for some time.

Senator KING. Where? In what States?
Mr. HANSEN. As professor of economics in the University of

Minnesota.
Senator KING. How long have you been with the State Department?
Mr. HANSEN. Since the first of July, this year.
I should like to address myself particularly to two problems, first,

the general question as to the merits of a national bill versus the
Federal-State type of bill; and, second, the question of the investment
of the reserve. AVith respect to the first question, there was at first
among the various members of the committee a great deal of support
for the national type of bill, but the more we discussed the matter
we arrived at the conclusion that it would be preferable to reconi-
mend the Federal-State type of bill.

Senator Kio. You are speaking now of unemployment insurance?
Mr. HANSEN. Yes, sir; unemployment insurance.
And the reasons that led us to this conclusion, very briefly, are as

follows:
We were much impressed with the fact that there are a good many

States who have been very much interested in the question of unem-
ployment insurance; quite a number of States have had commissions
studying the question, and there has been aroused throughout the
country, particularly m some of the leading States, a large measure
of support for State action. Several of these States appear to be
ready to act. We thought in view of this fact, it might endanger the
whole progress of unemployment insurance if all of the State activity
were nipped in the bud by passing forthwith a national law or if it
appeared that the national law were in the offing, which for one
reason or another might not materialize, and in view of that fact the
State legislation which might have materialized would have fallen by
the way.

Then, in the second place, we were also impressed with the fact that
there is in the country a good deal of disagreement, honest disagree-
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ment among people who have been particularly concerned with this
question with respect to the type of unemployment-insurance bills
that should be passed. We have some States which favor a plan by
which individual plant funds or industrial funds are set up, and we
have other States which favor a general State pool plan. Ready we
have the State of Wisconsin in the field with a law which provides for
the individual plant fund as against the pooled fund, and we have a
number of qther States, notably Ohio, that has indicated that it
favors the State pool type of fund.

For this reason it seems to me desirable that to enact a type of bill
which would permit the different sections of the country as nearly as
might be to enact the kind of unemployment insurance which seemed
to them particularly appropriate and wise. Such a measure would
permit not only the greater concessions to the wishes of the different
regions with respect to the type of insurance they wished, but it would
also admit a certain amount of experimentation out of which in the
course of time we are to learn something with respect to the kind of
legislation most appropriate for American conditions.

Another reason that had great weight with us in favor of the
Federal-State type as against the national type is the fact that it
seemed to a number of us that unemployment insurance is essentially
a kind of cost that ought to be carried through by the employer or
by the employer plus the employee if the States- should desire to
enact measures that would include contributions from the employee.
It is essentially a kind of a wage, a kind of a deferred wage, a kind of
wage which industry ought tobear and which ought not, to come out
of the general sources of revenue, let us say, such as income tax of the
Federal Government. It seemed to a number of us that there was
much greater danger if a national law were pased that eventually
the sources out of which unemployment insurance were paid might
be tapped from general Federal revenues if a national bill were passed
than would be the case than if we had State laws which would be
more likely because of their limited ability, their more limited ability
to raise funds than seems to be the case with the national Govern-
ment, would be more likely to keep the cost definitely upon industry
itself.

It seems to me there is no more particular reason why a cost of this
character should be paid for out of general revenues, let us say income
tax for example, than that the cost of obsolesence of an industry or
depreciation should be paid out of such funds. It would become an
outright subsidy to a cost that ought definitely be borne by industry
itself. However the statement I have just made has no immediate
bearing upon the question whether or not employees might'also make
contributions because if employees made contributions, it would be
from their standpoint a sort of contributory insurance whereby the
benefits they would receive would be enlarged by the fact that they
made additional contributions over and above those made by the
employer, but primarily in the first instance it is, it seems to me a
cost that industry ought to carry.

Senator CouzExs. From that I gather, then, that your committee
did not endorse the employees' contribution?

Mr. HANSEN. Our committee did not endorse employees' contribu-
tion so far as Federal legislation is concerned, but I think, in fact I
know, that a good many members of the committee were they recom-

A448



ECONOMIC SECURITY ACT 449

mending State legislation would recommend contribution to the
States.

Senator BLACK. I understood that you thought it should be left
largely to the States because you thought they would tax somebody's
incomes?

Mr. HANSEN. That is one of the reasons I advanced that I think
if it is left to the States that there is less danger of the funds for this
purpose being raised out of general revenues, particularly being
raised by such means as Federal income-tax legislation.

Senator BLACK. You of course understand that there is a tax on
industry, that the consumers pay it, and that in the main the con-
sumers are the people with very small incomes.

Mr. HAsSEN. The cost is of course distributed in various ways
that are rather difficult and intricate to trace out exactly what the
final incidence is. It does not always weigh upon consumers. It
depends upon the incidence of the cost. I it is a quasi-monopoly,
I do not think you could argue that it weighs upon the consumer.
If it is an industry in which there ought to be a few marginal pro-
ducers, the effect upon the consumer would be relatively slight. so
in that case it is a very intricate problem exactly how it would be
diffused over the whole community. I think unquestionably in
part it would, whereas the cost of industry, it would in the ultimate
analysis result in the readjustment in turn of the distribution of the
funds that the employer makes to the various contributing elements
in the enterprise, and there is very good ground for support of the
theory, that even though the employers in the first instance pay the
contribution, that in the ultimate analysis it tends to rest upon the
wage earner.

Senator BLACK. It is the same as the sales tax, isn't it?
Mr. HANSEN. No, sir; I do not think it operates the same as a

sales tax.
Senator BLACK. Does it not operate the same as a manufacturers'

sales tax?
*Mr. HANSEN. By a manufacturers' sales tax, do you mean a definite

tax upon the manfuacturer?
Senator BLACK. Paid by the manufacturer.
Mr. HANSEN. That is not lie same as a sales tax. It operates

quite differently.
Senator BLACK. It has the same result, hasn't it, bisofar as where

it ultimately goes?
Air. HANSEN. If it is a sales tax upon manufacturers, upon each

unit of the product produced, it would operate quite differently from
this tax, because this is a tax upon the pay roll and would vary quite
differently from a tax which was upon the product, say 10 or 50 cents
upon each unit of product produced. It is however definitely a cost of
industry, and since it is a sort of deferred wage I think there is a good
deal of difference, but it is a very complicated matter and would vary
differently in the various industries. There is a good deal more to it
which has to be considered, the insistence of it. It ultimately weighs
upon the wage earner, but the wage earner is the one that gets the.
chief benefits.

Senator BLACK. When you put a tax on the manufacturers, whether
you call it a pay-roll tax or a sales tax or anything else, the consumer
Ultimately pays it."
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Mr. HANSEN. No; I would not agree with that. I think it is much
more complicated than that.

Senator CouzENs. It depends entirely, as I see it, upon whether the
producer is a marginal producer.

Mr. HANSEN. Or whether it is a monopoly. There is a vast number
of factors, and it is a very intricate matter. I should not say off-hand
that it just automatically shall go on the consumer.

Senator BLACK. It may not be automatic, but isn't it a fact that is
well recognized, that when you impose a sales tax; you say there is a
difference?

Mr. HANSEN. There is a difference.
Senator BLACK. But when you impose a sales tax, the major portion

of that tax always goes to the consumer.
Mr. HANSEN. Yes; but let us address ourselves to this particular

question we are concerned with and not the question of the sales tax.
Senator BLACK. You do not think they are the same?
Mr. HANSEN. No; I do not think they are the same.
Senator BLACK. They do not have the same name, but they both

have to be paid by the manufacturer, do they not?
Mr. HANSEN. Yes.
Senator BLACK. And both of them are taxes?
Mr. HANSEN. Yes, sir.
Senator BLACK. Is it not true that it is a well recognized fact-

I understood that you had taught in the University of Minnesota?
Mr. HANSEN. Yes; sir.
Senator BLACK. Is it not true that it is a well recognized fact that

in every college in this country and in every book on economics that
has a high standard in thiE country that it is generally recognized that
a sales tax in the major portion o! its amount, eventually falls upon
the consumer?

Mr. HANSEN. I do not like to discuss here the sales tax, because I
think there is a difference between the sales tax and this tax. I would
say that it is not true that it is a well recognized fact that a tax of this
character automatically does.

Senator BLACK. What would you say about a sales tax?
Mr. HANSEN. A general sales tax?
Senator BLACK. A manufacturers' sales tax.
Mr. HANSEN. I would want to have a little clearer in mind what

you mean by a manufacturers' sales tax. Again that might be
thought of in different ways. I would like to address myself to this
particular tax, and it is not true that general economic theory has

een -
Senator BLACK (interposing). Do you not as a professor of econo-

mics and as a student of economics over a long period of years, do
you not know whether it is recognized in all standard books on
political economy which you have taught and which are generally
taught in the colleges, that a manufacturers' sales tax if imposed, in
most instances falls upon the consumer.

Mr. HANSEN. I repeat. I would like to know exactly what kind of a
manufacturer's sales tax you are talking about.

Senator BLACK. I am talking about a sales tax that is imposed on
the manufacturer which he is required to pay to the United States
Government before he sells his goods. -
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Mr. HANSEN. But, Senator, why can't we just as well direct our
attention to this particular tax we are talking about-a tax on
pay rolls?

Senator BLACK. Do you know that or do you not, Doctor?
Mr. HANSEN. I would like to address myself to this tax on pay

rolls, and there you will find in the economic literature the views that
it does not automatically rest upon the consumer-the particular tax
we are addressing ourselves to.

Senator BLACK. I am not talking about "automatically".
Mr. HANSEN. Or oven in the long run, because it is a very compli-

cated matter as to how the incidence of it is used in the entire com-
munity; it varies ver- greatly with even different industry according
to the different differentials of cost curves between the different
producers.

Senator BLACK. I understand then that you state here'from your
knowledge of economics and having taught economics and your
familiarity with books on economics, that it is not true that it is a
well-recognized principle in economics that the major portion of the
manufacturers' sales tax must inevitably fall upon the consumer?

Mr. HANSEN. I have not answered that question because I do not
think it concerns the problem before us. I would like to limit our-
selves to this tax on pay rolls as a specific and definite thing.

Senator BLACK. Do you know the answer to that question that I
have asked you, or sio you not?

Mr. HANSEN. I would like to know precisely the nature of the sales
tax are talking about.

The CHAIRMAN. Professor, I probably committed an error. We
invited Dr. Epstein to come here today; in fact he was second on the
list. I thought we would get along with the others before calling him
if they were not to take too much time.

Senator BLACK. If you would rather have him, I won't ask any
more questions.

The CHAIRMAN. I was just wondering if you would not desist for a
few minutes, Mr. Hansen, because you are available; you are in the
State Department.

Mr. HANSEN. I would like to complete my statement, because I am
very busy with other things and it won't take very long, if you will
permit me.

The CHAIRMAN. I think it is going to take quite a while the way we
are going at it, because the Senator has asked you a pretty important
proposition.

senator BLACK. It would be very short if he would answer the
question.

The CHAIRMAN. Go ahead; we will proceed, but I should like to get
through with Dr. Epstein this morning.

Senator COUZENS. There is one phase that has not been brought
out which I would like to ask this witness and that is whether or not
this pay-roll tax will not in itself tend to decrease pay rolls generall ?

Mr. HANSEN. I think we have to view this problem from te
standpoint of the whole cycle, and not from the standpoint of its
incidence in the first month or two in which it is applied.

Senator CouzEss. I did not ask you for a specific answer; I asked
you what the tendency would be. "Would not a 3-percent tax on the
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pay rolls automatically induce the employer to reduce his pay roll as
much as possible so as to minimize the tax?

Mr. HANSEN. The first immediate effect of it--so long as we are
not getting the counter-influence in the payment of benefits--the
first immediate effect of it is a tendency in the direction of a depres-
sional influence upon industry, I think. It depends a good deal upon
what the state is of the investment market. It is conceivable it
might not have that influence. If the funds were poured back into
the investment market, it might conceivably have a stimulating
influence. If, however, it takes place very early in the period of
revival in a condition of deep depression, I think the first impact of
legislation of this sort is depressional. It is only very slightly so,
however, and not of any very great importance, but we have to make a
start at one time or another, and when you view the effect upon the
whole cycle, then I think the answer would be quite different. But
in the first instance in a period of depression, I think that the effect is,
as your question indicates, and for that reason we recommended that
the tax be small in the first years should it prove that revival was not
advanced so far.

The CHAIRMAN. Now, Senator Black.
Senator BLACK. I have had such a difficult time to get an answer.

As I understand, you do say that there would follow anatural tendency,
which is an economic law, for a manufacturer to attempt to shift his
burden. It is your judgment that there would be a tendency in the
beginning to put it on the wage earner.

Senator COUZENS. No; he did not say exactly that.
Senator BLACK. He said there would be a tendency to reduce wages,

as I understood your question.
Senator CoUzENs. Not necessarily the per diem wage or the hourly

wage, but the number of employees so as to decrease the aggregate of
his pay roll over the whole, so that he would have less taxes to pay.

Senator BLACK. That is in response to a well-recognized social or
economic law that when a tax is imposed upon industry, it seeks to
relieve itself in some way from that tax.

Mr. HANSEN. Yes; but the mere fact that an employer seeks to
relieve himself of a tax does not mean that he can do so.

Senator BLACK. Of course not.
Mr. HANSEN. And you have to analyze the different competitive

forces at work.
Senator BLACK. There is a tendency to do that, however?
Mr. HANSEN. That all depends upon the conditions of that in-

dustry. In tho case of certain industries it would be quite impossible
to do so.

Senator BLACK. As I understand it then, whether there is a tenden-
cy on the part of a man to try to relieve himself of a tax or not depends
on the industry?

Mr. HANSEN. It depends upon the competitive forces at work,
because the employer is always trying to relieve himself of all the
burden he possibly can, but he is no always able to do so because of
the fact that there are general economic forces that prevail. Further
we have to examine ifito the picture, into the conditions of every
industry, into the conditions of demand, into the conditions of supply
in that industry, and it is a very complicated matter to answer.
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Senator BLACK. I will ask one more question and ifyou do not
care to answer it, very well. Is it not a fact that it is a well-recognied
principle in economics with which you are familiar and which you have
tauht yourself in the colleges in line with what is in the books-

Mr. HANSEN (interposing). I have written some books also myself,
Senator.

Senator BLACK. All right. Isn't it true that the well-recognized
principle is that in the major volume, when a tax is imposed upon
manufacturers, a sales tax, that it is passed on to the consumer?

Mr. HANSEN. I againsy I would like to know exactly the kind of
sales tax you are taking a out and I do not see why we should com-
plicate the issue, because we have here a very specific tax and I do
not see any reason why we sh lves as to how this
particular tax operates er than some other d of a tax. Iwould be glad to your question when it app to a tax on

pay rolls, which is we are tling about, and my a i er is that
there it is not age rally r e fa such a tax is ed on
to the consumer cause it is d question hether
it is passed on r not, d in on tio of demand that
industry , ending u on o ly i that ind try,
which is a v intrica any le propo ion
such as you em to infer from y tio

Senator C NNALLY. Are t y ay-ro es operatio in
the United rates no som th ta ny of he States

Mr. HAN N. Not a n
Senator C NALLY. OW ou dir t this particular ta if

we have noting in ex rien draw ?/
Mr. HANSr Weha ty o hi to r ion the gro ds

of general r ning, a 0og w ot e an articula tax
on pay rolls a h present mome do no recall y; ther ay
be such,

Senator KINo. here are e oth co, ?
Mr. HANSEN.
Senator KING. So u have experience?
Mr. HANSEN. Plent experience from other cou es.
Senator KiN. You ha experience which een evolved in

other countries?
Mr. HANSEN. Yes, sir.
The CHAIRMAN. Go ahead.
Mr. HANSEN. Then with respect to administration and efficient

standards of administration, one of the arguments in favor of the
national law is that it would help to impose somewhat more efficient
standards of administration than might be possible in the various
State laws. This bill, however, was not a national bill, does seek to
build up better standards of administration in the State laws by the
grant in aid, and on the whole it was our view that substantially the
same result might follow from an act so far as efficient administra-
tion is concerned, from an act whereby the Government safeguarded
standards of administration by means of a conditional grant in aid
as would be the case were it directly in charge of the administration.

Senator CouzENs. Do you believe standards should be set up as
recommended by Mrs. Lamb of the National League of Women
Voters?

AKQW^ irdl O1W1nTTOTM4%r A~
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Mr. HANSEN. I do not now have at the moment exactly what she
recommended.

The CHAIRMAN. She testified just before you did.
Mr. HANSEN. Yes; I remember. I do not recall precisely what she

said.
Senator COUZENs. Do you believe any standards should be set up?
Mr. HANSEN. I am speaking now of the standards of administra-

tion rather than standards with respect to the State acts themselves.
Yes; in general, I would be in sympathy with what she said about the
standards of State acts themselves with respect to waiting periods
and so forth. I think there are many difficulties which we considered
involved.

Senator COsToAN. She mentioned the length of the waitingperiod,
the size of the benefits, and the duration of the waiting period.

Mr. HANSEN. Those are the standards I was speaking of; I was
speaking of the standards of administration which are covereA in the
act and where definite standards are provided for in the act. The
other standards, I think, insofar as possible, still leave some measure
of flexibility in the States because of their different unemployment
experience-.-some States having very serious unemployment and others
not so serious, although as a matter of fact the difference is not so
great as offhand one might suppose between different sections of the
country, yet there is some considerable difference and it would seem
that there ought to be some degree of flexibility, and it is difficult to
impose satisfactory minimum standards. I think it is something to
which consideration could well be given, and generally I would be
sympathetic with the view that minimum standards might well be
imposed bv the Federal act.

However, we are speaking at the moment of standards of adminis-
tration directly covered by the bill.

Now, if I may speak very briefly about the investment of the
funds. The bill provides-and I conceive this to be a very important
feature of the bill-it provides for centralization of the funds into a
trust fund under the control of the United States Treasury.

Senator BYRD. At that point have you a statement of the yearly
incomes that you anticipate from this tax?

Mr. HANSON. It is anticipated that it will probably be $850,000,000
a year. Its ranges from bad times to peaks of prosperity, from about
$600,000,000 to about $1,100,000,000. The figures are somewhat of
that order of magnitude.

The CHAIRMAN. I think that was put in the record by Dr. Witte.
Mr. HANSON. If there were no centralization of the funds as pro-

vided in this bill, every State would naturally invest the funds, and
the result would be that there would be no centralized control of the
funds, and the effect of such investment, automatic investment as
the funds flow in, might well be to have an unstabilizing effect upon
the credit cycle, it might well be to intensify the boom and also
intensify the depression and the reason for that is that if these funds
are gathered from employers, and let us say also, perhaps, from em-
ployees, and are invested in the bond market, the tendency is to
withdraw the purchasing power in part from the field of consumption
and to stimulate the investment of funds of purchasing power in
fixed capital of all sorts.

454



ECONOMIC SECURITY ACT

We know that the leading characteristic of a business cycle is
that a boom is characterized by a very large investment in fixed
capital and a depression is characterized by a virtual cessation in
the fixed capital, and it is essentially because of that fact that the
purchasing power of the community enormously fluctuates from one
period to the other. If funds are not being poured out in the invest-
ment market in a period of depression, that means that a large amount
of potential purchasing power is being held idle and consequently
the total monetary purchasing power of the community declines. If
you have a vast amount of funds or a considerable amount of funds-
and the order of magnitude here is not such that would particularly
frighten one from the danger that I am here talking about, but at
any rate it is of considerable size-if funds of this sort are poured
into the investment market, the tendency would be to increase
excessively the investment in fixed capital, and therefore artificially
and unduly stimulate the boom even more than would be the case
without this added stimulation to the capital market, with consequent
danger of greater recession later on.

Oh the other hand, if the funds are centralized in the manner as
provided in this bill, it is possible to utilize .these very funds as a
stabilizing device. In the early part of the revival it is quite probable
that the appropriate action would be to invest these funds in securi-
ties, thereby pouring them into the capital market and thereby stimu-
lating further advance of business prosperity.

However a time comes sooner or later when it is desirable to put a
check to excessive investment in fixed capital, at which time the
funds instead of being poured back into the capital market, might
be held idle by such a device as a deposit of these funds with the
Federal Reserve banks, which would have the effect automatically of
reducing the reserves of member banks with the Federal Reserve
bank; in other words, have the same effect as open-market operations
of a sort where the Federal Reserve banks are selling securities and
thereby pulling down the reserves of the member banks. It would
have a definite y restraining influence.

While the funds lay idle in this fashion in order to provide earning
power for the trust fund, for the unemployment trust fund itself, the
bill provides that a new issue of government bonds might be supplied
to the trust fund in order that the fund should continue to earn a
certain rate of interest on the amount that has accumulated.

Senator KINo. You mean the Government would borrow the trust
fund?

Mr. HANsEN. The Government would virtually in that event not
be using the funds they had gotten from the trust fund, because they
would hold them idle in order to hold a check on the advance, and
the Government would in effect be paying a small subsidy for the
trust fund without getting a corresponding quid pro quo return,
therefore, but utilizing it as a further device for checking expansion.
Of course, if expansion is to be checked through the Treasury in some
such manner, it must hold the funds idle or the Federal Reserve must
hold their assets and reduce the reserves of the member banks and
thereby put a check on further expansion in the money and capital
market.

So that this measure provides an instrumentality by which there
may be brought to/bear at one time a stimulus to the market, if that
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is necessary, and at another time a restriction upon the market if
that is necessary.

Senator CONNALLY. Do you think that is any of our function here?
We have all that we can do without trying to regulate inflation,
whether or not to invest this in Government bonds and let them lay
there, and procedure like that?

Mr. HANSEN. I mention this because I think if that were done, it
would have a tendency to make the credit cycle more unstable than
it has been.

Senator CONNALLY. Isn't that the function of Federal Reserve
banks or the Treasury?

Mr. HANSEN. It is the function of the Treasury. The Treasury
under this bill is in control of the fund, and therefore instead of
having a still further difficulty to contend with in stabilizing the
cycle, having control of these funds, it can manage then in a manner
which will help to stabilize the cycle.

Senator CONNALLY. Why should we tell them in this bill what to
do or how to do it?

Mr. HANSEN. We do not do that. It is absolutely flexible with
them. It is up to their own judgment entirely.

Senator CONNALLY. You are suggesting a plan how that can all be
done?

Mr. HANSEN. Yes; how they might function, but it is left abso-
lutely to their judgment as to how they will do that. I am merely
pointing out how under the bill the Treasury can utilize these funds,
as a stabilizing device, which would not be possible if it were left to
all of the various States and they automatically invested them in
bonds.

The CHAIRMAn. But that is for the Treasury to determine after
they get these funds in there?

M1r. HANSEN. Yes, sir; but it is very important that the funds be
centralized, and it is absolutely up to the Treasury as to how they
manage it.

Senator KING. As a legal as well as a moral proposition, is it not
the duty of a trustee of a trust fund to use it for the best advantage
of the cestiu que trust?

Mr. HANSEN. There is nothing in this bill that would indicate any-
thing to the contrary whatsoever, because the funds must be invested
in obligations of the United States Government, either the primary
or the secondary obligations, the obligations of the Government which
it guarantees or those which it issues directly.

Senator CouzEss. Do you want us to change that?
Mr. HANsEN.. No; I am merely pointing out that the bill, as it

stands, is, I think, in that respect an important feature as against
the type of investment which would inevitably occur were there not
a centralization of these funds.

Senator KING. Your argument and presentation this morning
would only be of importance if someone challenged the provisions in
the bill with respect to control in centralizing the fund in the Treasury?

Mr. HANsEN. That is right, sir.
The CHAIRS AN. They have not been challenged.
Senator KINo. Just one other question I would like to ask, Mr.

Hanson. In the consideration of this bill from alpha to omega, did
you consider any of the legal and constitutional questions and power
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of the Federal Government to invade all these fields or the power of
the Federal Goyernment to control the States?

Mr. HAN EN. Of course we gave some consideration to it. How-
ever I do not feel competent to discuss the constitutionality.

Senator KINo. I am just wondering whether anybody in all of these
ramifications and these discussions in these committees has considered
the constitutional questions.

Mr. HANSEN. Very carefully.
The CHAIRMAN. The Attorney General was on the committee,

was he not?
Mr. HANSEN. Yes sir.
The CHAIRMAN. And in the technical committees they had a

representative of the Department of Justice?
Mr. HANSEN. That is right.
The CHAIRMAN. Was there anything else now, Doctor?
Mr. HANSEN. No, sir.
The CHAIRMAN. Thank you very much.
Senator LONEROAN. I should like to ask just one question before

you go, Mr. Hansen. Can you tell us please what percentage of
private industry has an established unemployment-insurance system?
. Mr. HANSEN. It is a very, very small percentage.

Senator LONEROAN. Less than 1 percent? '
[ Mr. HANSEN. Less than 1 percent. It is a very, very small
percent.

Senator LONEROAN. Is that a system of contribution on the part of
the employer and the employees?

Mt. HANSEN. It is usually a system of contribution on the part of
both the employer and the employee.

Senator ILONEROAN. Thank you.
Senator LONEROAN. Mr. Chairman, I desire to have placed in the

record proposed amendments to the pending bill presented by the
National Conference of Catholic Charities, Washington, D. C.

The CHAIRMAN. They may go in the record.
(Letters referred to are as follows:)

AMENDING SOCIAL SECuRnyr BILLS (S. 1130; H. R. 4120)

AID FOU CHILD WELFARE SERVICES

SEC. 703. In order to enable the Federal Government, through the Children's
Bureau to cooperate with the State agencies of public welfare in extending and
titrengihening, especially In rural areas, and in other areas where such services
have not been organized or are inadequate to meet the need welfare services for
the protection and care of homeless, dependent, and neglected children, and
chtldrci In danger of becoming delinquent, there is hereby appropriated for the
fiscal year ending June 30, 1936, from funds in the Treasury not otherwise appro-
priated, the sum of $1,500,000 and there is hereby authorized to be appropriated,
the sum of $1,500,000 for each fiscal year thereafter. From this amount so
much, not to exceed 6 per centum, as'the Children's Bureau shall find to be
necessary for administering the provisions of this section and for investigations
and reports related thereto shall be deducted annually for this purpose to be
available until expended. The remainder shall be available for (a) cooperative
demonstrations looking toward the assumption of full State and local responsi-
bilty, following a demonstration period or for services of a more permanent
character, such demonstrations and services to be carried on through the Chil-
ren's Bureau and the State agencies of public welfare, with the cooperation of
health and welfare groups and organizations, in areas predominantly rural and
among groups of the population in special need, and for (b) assisting the State
agencies of welfare in developing State-wide services for the stimulation, encour-

457



ECONOMIC SECURITY AOT

agerment, and assistance of adequate methods of community child welfare organi-
zation for the prevention and treatment of dependency, delinquency and other
types of social need among children. The sums provided for cooperative services
under this section shall be available for expenditure until the close of the suc-
ceeding fiscal year.

SEC. 203. As used in this title, "dependent children" shall mean children
under the age of sixteen In their own homes living with one or both parents or
relatives within the second degree, that Is, grandfather, grandmother, brother,
sister, stepfather, stepmother, stepbrother, stepsister, uncle, or aunt, and in
which home there is no adult person, other than one needed to care for the child
or children who is able to work and provide the family with a reasonable subsis-
tence compatible with decency and health.

The CHAIRmAN. Dr. Epstein.

STATEMENT OF ABRAHAM EPSTEIN, REPRESENTING THE AMERI-
CAN ASSOCIATION FOR SOCIAL SECURITY

The CHAIRMAN. Did you have anything to do with the drafting of
this legislation?

Mr. EPSTEIN. With some parts of it, but not with the unemploy-
ment insurance. The little bit with the old-age pensions unofficially.

The CHAIRMAN. Unofficially?
Mr. EPSTEIN. Unofficially and secretly.
Senator COUZENS. Before you go ahead, will you let us have your

experience?
The CHAIRMAN. Please give the committee some of your back-

ground.
Mr. EPSTEIN. I might say, Mr. Chairman, that I have myself

devoted about 19 years to the general subject of social security, most
of the time to old-age pensions, that I have written most of the books
on the subject in this country, and I represent an association which
for nearly 10 'ears has been primarily interested in the promotio-i and
advocacy of these particular types of legislation. Social'seurity has
been our chief undertaking.

Senator KINo. Who financed your institution or association?
Mr. EPSTEIN. It is made up entirely of voluntary contributors,

about seven or eight thousand members throughout the country.
No rich man ever financed us. It is made up primarily of the middle-
class, intelligent, liberal people who are interested in the procurement
of social legislation.

The CHAIRMAN. In your study of the old-age pension, have you
given study to the Townsend plan?

Mr. EPSTEIN. Considerable, I should say, Mr. Chairman.
Senator CONNALLi. Has Dr. Townsend contributed anything to

your organization?
Mr. EPSTEIN. The only thing he contributed is probably a nuisance.
Senator CONNALLY. How about his predecessor, Dr. Pope? Did he

contribute anything?
Mr. EPSTEIN. Dr. Pope was a little bit easier to handle; we knew

just exactly where the dimes went to, we could count almost the
dimes, because there was a definite method of dime counting and it
was easy, especially since he had a criminal record for about 30 years,
so it was not very difficult. Now the Townsend.plan is a promotion
job which is very cleverly done-I should say the finest promotional
job which has ever been done in American history.
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Senator CONNALLY. Dr. Pope?
Mr. EPSTEIN. No; Dr. Townsend. Nothing like it has ever been

done before, where they have stirred it up in 6 months so that it is
on the front pages.

Senator GoRE. Do you know the details of his method?
Mr. EPSTEIN. The promotion scheme?
Senator GoRE. Yes.
Mr. EPSTEIN. First of all, I think there is a very able group of

promoters. I think Los Angeles is very rich in them. I kmow one
of them, I think, has been a former promoter of Aimee Semple
McPherson, and that was a very successful promotion job. There
are several others of that type. The real success is due to the fact,
I think, that the newspapers follow the old classic that when a dog
bites a man it is not news, but when a man bites a dog it is news, and
the sensible stuff never gets carried, but lunacy things get the front
Pa enator CLARK. Where is the rake-off in the Townsend plan?

Mr. EPSTEIN. I think that is up to your committee to try to find
out.

Senator CLARK. I thought you had ascertained it?
Mr. EPSTEIN. We could ascertain it with Pope, because the Post

Office Department and the House Labor Committee did make an
investigation, and I do feel that in fairness to all of the old people of
the country, and I think in fairness to the mirages that are being put
out to the country as a whole, I think that Congress has the duty to
perform of investigating the actual source behind this whole prop-
aganda.

Senator GoRE. This Townsend plan?
Mr. EPSTEIN. Yes.
Senator GORE. Have you made any inquiry into it at all?
Senator KINO. You mean the source of his revenues?
Senator GORE. The mechanics of his organization.
Mr. EPSTEIN. I have done it only to this extent, Senator Gore,

that we have been paying and paying terribly for getting all of the
newspaper clippings in the last cotiple of months, until we got so
flooded with stuff that we just could not carry it on.

Senator GORE. I have not had a chance to pursue his testimony
before the House committee. Did he state in detail his method of
carryingon his campaign?

Mr. EPSTEIN. I do not think so; not that I know of, Senator; I
have not read that testimony fully.

Senator GoRE. I understood, and he ought to have a chance to
explain, that he has people out all over the country to get people to
join his movement. He has a 25-cent pamphlet and a dollar book
in the hands of his solicitors, and that each solicitor has to wire in in
code before midnight of each night how much he has disposed of dur-
ing the day, and if he fails to report any night he is not supplied with
any more material. I understand that some of there men earn $10
or $12 a day in this work.

Mr. EPSTEIN. I know this, that through the clippings and through
the circulars that came indirectly our way we do not have direct
connections with them because they probably would not trust us to
have them directly, but some people sent us in the material, and we
did have certain ifistruction sheets which would go out to the first
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man that becomes appointed as a Townsend organizer, and it struck
us that the first thing was to be sure that you make the collection and
be sure the money is forwarded and telegraph exactly how much
money is raised. The whole emphasis is a money emphasis. That is
obvious from most of his literature. I do not see why your committee
or a committee of the House should not make a thorough investigation
of this matter, because it is pitiful in one sense.

Senator GORE. He might line his followers up against us.
(Laughter.] a

Mr. EPSTEIN. That may be, but I will tell you what is happening.
I have been told this, and I have had this experience myself since I
appeared before the House committee. There is a group of people,
they do not necessarily have to be old-nobody knows who they
are-but they have come out now to attack everybody who comes out
against the Townsend plan, in a merciless way. I can warn you that
any one of you that says anything against, it will get these letters. I
have been getting them the last couple of days by heaps, but I am not
worried. It is an organized propaganda, and I have no doubt, at
least I suspect that people are told this is a part of the campaign, and I
do not think that any Member of the Senate or any Member of Con-
gress will allow himself to be intimidated by that kind of epistles.

Senator COuZENS. You do not know Congress. [Laughter.]
Senator GoRE. I am getting postal cards with my name printed on

them.
Senator CLARK. So am I.
Senator KING. SO am I1.
Mr. EPSTEIN. It is an organized movement.
Senator CONNALLY. I think you ought to make your request of

Senator Gore and Senator Clark.
Senator GORE. I thought I was getting some special favor.

[Laughter.]
Senator BLACK. Before we proceed with you, suppose you make it

clear just a little more of your experience for our benefit. Have
you made a study in other countries of their social insurance plans?

Mr. EPSTEIN. I have studied this aspect of social security and this
problem, for at least 18 years.

Senator BLACK. lave you been to the other countries?
Mr. EPSTEIN. I have 1;eon to Europe at least four or five times,

spending my time primarily studying social security.
Senator BLACK. Did you spend tune there in talking with the

various officials to see how their respective plans were working?
Mr. EPSTEIN. Exactly. I have made a visit to practically all the

European countries and have spent a good deal of time with the
officials there in connection with their plans and with their workings.

Senator BLACK. What is the name of the book that you recently
wrote about a year ago on all forms of social security in every country
in the world?

Mr. EPSTEIN. The book is Insecurity, a Challenge to America.
Senator BLACK. Did you have in that various Information thit

you had gathered from' practically every country in the world oi
social questions involving unemployment insurance, old-age pensions,
health insurance, aind such topics? "

Mr. EPSTEIN. Everything that is included in this bill is thoroughly
studied and analyzed in my 0ook, as well as many other things.
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Senator BLACK. As I recall also, you were connected with the
State of Pennsylvania?

Mr. EPSTEIN. I was director of research for the Pennsylvania
Commission on old-age pension3 for about 8 years until 1927.

Senator BLACK. Under an act of the legislature?
Mr. EPSTEIN. Under an act of the legislature. Repeated acts of

the legislature.
Senator BLACK. Did you make a thorough study of old-age pensions

there?
Mr. EPSTEIN. I was the one who probably wrote the most compre-

hensive reports on old-age pensions in this country, commission's
reports.

Senator BLACK. In other words, for 19 years, you have made it
your whole occupation-the study of social security in the form of
old-age Pension, unemployment insurance and other phases?

Mr. EPSTEIN. Entirely that, Senator, and in addition to that also
the promotion of these laws, the old-age pension laws and now the
unemployment-insurance laws and health-insurance laws.

Senator Gons. Your activity has been promotional work?
Mr..EpsTEIN. Yes; but my promotion has been with gentlemen

like yourself. We had a fight last spring, if you recall; and I have
worked also with members of this committee and with different
committees of the State legislatures, Governors, and the State legis-
lators themselves. We have not fought with the people, we have
not tried to intimidate, but we have tried to got consideration, and
I am glad to say and happy to say that I have always had considers-
lion in the Senate, in the House, and in every State legislature, and
we have gotten decent consideration.

Senator GORE. But you found it necessary to carry on this pro-
motion work? Congress did not react apparently spontaneously?

Mr. EPSTEIN. No; and you did not react at all last year, Senator
Senator GonE. Do you nean Congress Iid not or I dia not?
Mr.'EP8TEIN. Congress did; at least the committee din. You

were not a member of that committee. But the Senate was actually
ready to pass the bill and would have passed it if you had not objected
to Wand put it back on the calendar.

Senator GORE. Do you remember my statement? It was very
broad-gauged. I said the President had appointed a commission to
study this subject and we ought to get full information on all phases
of it'before we embarked upon that sort of a policy.

Senator CLARK. That is what they are now trying to do.
Senator Goe. I do not think it is necessary now. This hearing is

just delaying the legislation.
MR. EPSTEIN. I feel this way, Mr. Chairman. I do not believe

the country has really an appreciation of the significance aud the
tremendous possibilities, from a social point of view of this entire
legislation in the omnibus bill.

Senator KING. I would like to ask one question if I may be par-
doned. In consideration of this subject and your visits to Europe,
did you not postulate a difference in the respect that there is a difer-
ence in our form of government with our 48 sovereign States?

Mr. EPSTEIN. Very much so.
Senator KING. Different fror the conditions in Europe, and the

gavernmental machinery in Europe.
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Mr. EPSTEIN. Very much so.
Senator KINo. And did you think that the pattern might apply

there, might not fit our conditions here?
Mr. EPSTEIN. Certainly. What we are going to suggest is not

exactly the European pattern at all.
Senator KINo. You appreciate that our country, without so much of

this legislation-and I am not making any comment as to its wisdom
or not--had made perhaps greater progress than any other country
in the world and had developed more of a spirit of independence and
more wealth and that the people of the United States had a higher
standard of giving than any of the other people of the world?

Mr. EPSTEIN. That is all true, but that does not follow that we do
not need social-security legislation. I can grant you all of that and
still insist that we need social-security legislation.

Senator COSTIGAN. When you were interrupted you were speaking
about the pathos connected with the problem. Have you concluded
your statement on that?

M r. EPSTEIN. I think I did. Now, gentlemen, the bill before you,
the omnibus bill, does represent to my mind and to any student of the
problem, perhaps the most outstanding case of social legislation or
any form of legislation that has ever been before Congress. I think
we all ought to be grateful to the President for the courage and daring
that he had to present t comprehensive message like he did. I
would like to call your attention to the fact that no political leader in
the history of the world ever really had the courage to present as
comprehensive a program on this form of legislation as President.
Roosevelt did. Even Bismarck who stands out as the first leader in
social insurance in Germany, adopted his program bit by bit and
piecemeal. Lloyd George, who certainly did a remarkable job in
England and was as daring and as courageous as anybody, never
dared to embrace so many of these things at one time. Andso I do
feel that the President deserves the congratulations and the gratitude
of all of the people who are interested in social welfare for the mere
courage and graciousness with which he has grasped tie problem of
seeing that after all this is a national problem and that it must be
handled in this comprehensive manner.

Senator GonE. That is just what I was driving at last year. I was
of service -to this movement.

Mr. EPSTEIN. Thank you very much.
Senator GORE. Lot me ask you this question. Did not Bismarck

start his social program in order to circumvent and arrest the progress
of socialism in Germany?

Mr. EPSTEIN. I think that is a fair charge and I think that is what
lie did, but it did not work out that way.

Senator GoRE. It did not succeed?
Mr. EPSTEIN. No, sir.
Senator GORE. Socialism grew rapidly after that.
Mr. EPSTEIN. Exactly; that is a true statement. I say the program

is daring, but at the same time I do want to call your attention that
daring and courageous as it is from a political point of view such as
was unknown perhaps before in this country or in any country in the
world, this country has been so negligent in its provisions against
insectirity that even if we do adopt the whole program and more, we
would still be about a generation behind almost all industrial nations
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in the world, becuase all of the proposals that you have before you are
not Romething revolutionary or new, or that hias been untried. They
have been at work in most countries for a generation, and so there is
nothing revolutionary about it. It is merely because we have neg-
lected it so long that the whole thing looks so new. It is comprehen-
sive, of course, but it is not new from the point of view of practical
experience or evolutionary in scope.

The CHAIRMAN. Doctor, do you approve generally the bill, the
unemployment insurance features and the old-age pension features ofthe bil?

Mr. EPSTEIN. I want to say, Mr. Chairman that we approve
heartily of the bill in its old-age respects, especially the Federal sub-
sidy of 50 percent. We approve of the contribution plan, the contrib-
utory pension plan which fits in with our whole program that we have
advocated for years, but we would like to make certain suggestions on
that with regard to the present confusion that has been created, and
especially in regard to the statement made by the Secretary of the
Treasury yesterday as to raising the contribution rates.

On the unemployment insurance provisions, I might say from the
start-I would like to get time to say it more in detail, but from the
start, we are absolutely opposed to the present provisions as some-
thing that will get us nowhere, that will create more confusion than
ever before, it will get us no unemployment insurance legislation, and
we at least, and I am speaking now not only in behalf of our associa-
tion but speaking for most of the students of the problem, who have
studied the problem for years and years, we are convinced that it is
not a wise bill at least ihe provisions in that respect, and it must
be reconsidered and redrafted and have something basically different.

Senator GORE. In what features?
Senator CONNALLY. You are speaking now of unemployment

insurance?
Mr. EPSTEIN. Yes. Do you want me to go into detail?
The CHAIRMAN. What is your objection to the unemployment

insurance feature?
Mr. EPSTEIN. Suppose I start there then.
First of all, let us get a clear understanding, gentlemen, as to what

the purpose of unemployment insurance is. I think it is very im-
portant to have something definite. I think one of the troubles that
has happened with this committee on economic security and with the
whole confusion that has been created is a complete refusal to under-
stand basically just what it is all about, to understand this, "What
do you want?"

Senator GORE. You think that ought to make a difference?
Mr. EPSTEIN. It will make a big difference, Senator. It seems to

iue that fundamental you cannot talk in terms of something unless
you just know exactly what you want to do. It seems to me that in
all countries, and all the students of the problem, always have one
hope in unemployment insurance, and that is to at least, while it is-"
not a panacea and there are no cure-alls even Doctor Townsend's
plan is riot a cure-all-the'e are no cure-alls in this world-no possi-
biiity of making a perfect bill. If Congress ever passes a perfect bill,
we would all get to heaven the next year and there would be no more
Congress. None of us can draft a perfect bill. What I am saying
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now is not a question of details in the bill. I am not going to point out
even a number of details that should be changed; it is not important.

We have to understand the basic principle first. The aim of un-
employment insurance is to provide at least a first break to the un-
employed worker when he loses his job, in other words, to provide
him with at least as much of self-respecting help, self-respecting and
independent help and care-not care exactly, but at least financial
assistance-as lqng as we can possibly do it, when he loses a job through
no fault of his own. That is the essential test of unemployment,
insurance.

The trouble has been that unemployment insurance in this country,
like the Townsend plan in old ago has been looked at from the point
of view of a panacea, a cure-all, that we are going to reform people
and we are going to reform everything. We have no cure-alls. We
are trying to devise a system where we can help the unemployed
worker for as many weeks as we can after lie loses his job, as uiany
weeks as possible. "The idea of people who have appeared before you
that we must abolish unemployment, that we must stabilize is some-
thing else. That is a cure-alL Isay toyoufrankly that unemployment
insurance cannot and never will stabilize employment, and by no
possible way can we control that system to an economic cure-all.
t might help a little bit and so forth, but that is not its purpose.

If you want to stabilize industry, if you want to abolish uneni-
ployznent, then go to Dr. Townsend or go to somebody else for a
cure-all, but do not expect any person who knows something about
it to provide you a cure-all through unemployment insurance. Uneim-
ployment insurance chiefly is interested in offering you a system
whereby the unemployed workers who through no fault of their own
lose their jobs, can at least be given self-respecting financial assistance
without being placed on relief as paupers immediately after they lose
their jobs.

As to how much? Well, that depends upon your conditions,
depends upon how much you can afford, that depends how you
distribute your funds, that depends upon a lot of factors, but essen-
tially let us keep that in mind, that we are concerned with one thing
onl in this bill, and that is to offer the best bulwark to the unem-
ploy ed workers.

And I want to say, gentlemen, that every time you deviate from
that fundamental thing, you run into panaceas which get you nowhere.

That purpose of providing a break for the unemployed worker,
regardless of the stabilization and unemployment, is the eldef purpose
of unemployment insurance as it is brought about and as it is under-
stood by all students, and whenever an outside issue is thrown in
ike stabilization, reforming the bad employers, helping the good

employers, you are not dealing any more with unemployment insur-
ance but you are dealing with panaceas, and that should be in the
class of panaceas and should not go to the Ways and Means Com-
mittee but, you should create a panacea committee or a cure-all
committee to which all of these things should be referred.

Senator GoiF. A committee on paniacess?
Mr. EPSTEIN. Yes; I think that is the place for such things.
Senator GoRE. That goes into the committee of the whole.

|Laughter.)
Mr. EPSTEIN. If we can get that thing clear, then we can analyze

the particular conditions and see what they do.

AAA



ECONOMIC SECUBIY ACT

Senator CONNALLY. Going along with that is that the benefits
should be less than the wage.

Mr. EPSTEIN. Yes, sir; otherwise you discourage seeking a job.
Senator CONNALLY. The same theory that is in the public works,

which the Prosident has in mind in the public-works bill.
Mr. EPSTEIN. Exactly. Anybody that comes here to you and says

that unemployment insurance should be full wages; wiell, it would not
be unemployment insurance, but it would be something else; it is a
panacea again. But we are dealing with a practical thing.

Senator KINO. Can I interrupt you?
Mr. EPSTEIN. Surely.
Senator KINo. In your books, have you discussed this particular

phase that you are now bringing out?
Mr. EPSTFIN. Very Much. I have spent chapters and chapters on

it, Senator.
Senator KINo. Which book discusses it most comprehensively?
Mr. EPSTEIN. Insecurity, a Challenge to America.
Senator KING. Thank you.
Mr. EPSTEIN. If we can keep that in mind, gentlemen, then we can

see. how this bill fits in.
The CHAIRMAN. Why don't you get your publishers to send down

hero to the members of the committee copies of the book?
Senator BLACK. Some of us have already read it. [Laughter.]
Mr. EPSTEIN. I think it would be a good idea for the committee to

supply them, W e have no funds for that purpose. (Laughter.]
t is in the Congressional Library and I think Senator Black has a

copy; in fact, he was one of my earliest readers, by the way.
If we can keep that in mind, gentlemen, would like to proceed a

little bit on that, then w can see what is the logical thing to do. If
we are going to adopt unemployment insurance really to provide for
the workers, our chief problem is, What is the best system that we
can use? As has been said, this country is not eactly like other
countries"-the European countries. We are dealing wiih a Federal
Government and we are dealing with States, and we working under a
Constitution, and we cannot do certain things that European Govern-
ment can do--I mean politically we cannot do it, constitutionally we
cannot do it, but the problems are the same, slightly better or slightly
worse. Just now by accident our problems are worse than in any
other country. In the case of old age our problems are not as bad as
other countries. That is why some of the actuarial conclusions are
off. They are just actuarial conclusions without common sense. But
if we can just apply common sense to this thing,'I think it will help
us a great deal.

Under our Federal system of government therefore we have to plan
some system that will give us the best possible method of protecting
the unemployed workers who lose their jobs through no fault of their
own. Obviously the first thing any man would say in this country-
especially those who do not realize our political problems-they would
say, "Why don't you do what England d,'s or other countries, and
adopt the national plan of unemployni nt insurance?" Logically,
that is the best thing that could be done, but most of us are realists
and most of us at least have a little bit of common sense, and we
certainly, although things have been growing miraculously in this
Congress, and I cold have never predicted the things that are hap-
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opening, I still cannot believe somehow that Congress is ready now
to adopt a national plan. At least I am not ready to advocate it for
fear you will laugh me out of court, because I am simply keepingto
common sense.

Senator GORE. Do you mean that if you used common sense that
we would run you out of court?

Mr. EPSTEIN. There is danger nowadays.
senator GORE. Your point is well taken. [Laughter.]
Senator Kido. As I understand you, Doctor, you have in mind our

political institutions and our dual form of government?
Mr. EPSTEIN. That is right.
Senator KINo. And you have some respect for the States?
Mr. EPSTEIN, Exactly.
Senator KiNo. You are not willing to have the consolidated Gov-

ernment obliterate State lines and control everybody from Wash-
ing ton?

Mr. EPSTEIN. Exactl
Senator KINo. By a r4 of bureaus?
Mr. EPSTEIN. Exactly. And I know it would not only be im-

practicable, but 1 also agree with you that it may not be advisable.
Certainly I am not ready to say that would be the advisable thing.
I do want to have respect for our Federal form of government and for
our constitution problems. Therefore it seems obvious that we cannot
have a national plan and we should devise something that would
retain our Federal and State situation, that at the same time would
give us a possibility and an approach to more or less as good a national
uniform system as we can have. Isn't that a fair request? Retaining
everything and not intruding upon our present form of government
as to the States, but it is our duty and it seems to me it is the duty
of Congress to work out something that without infringing on tho
rights of the States or our present Constitution, a plan that will
provide us at least the best possible thing in as national a way as we
possibly can do it, admitting that never will we get a perfect scheme,
but at least to lay sound basis.

That is the one fundamental, elementary thing that I want to lay
down. I have been charged and probably will be charged in all
kinds of ways. I have been called a Red, and I have been called a
reactionary. Some of you probably have had the same designations
at one time or another, but what I am trying to do simply is this:
As a long-time student of tlds problem, I am worried about one thing,
and that is, that I would not want to see things being built on sand
that will topple over a year from now, nor do I want to institute some-
thing now just in the heat of argument-when everybody-seems to
have abdicated thinking-which will fail a few years henceif we build
up* everything right now. Without confidence there is danger that
next year they will say, "What a damn fool you were to support it",
and the next Congress will come along and re eal it. Let us rather
build slowly but build solidly upon which Futuro Congresses can
improve and build.

Senator GORE. What are the cardinal points in your plan?
Mr. EPSTEIN. Let me first say something about theae present pro-

visions. The reason we object to these is because we say that the
proviions in this particular bill offer absolutely nothing for the possi-
bility of a national plan. It has no inducement to amount to any-

466



ECONOMIC SECURITY AOT

thing with the States. Remember that the entire bill has nothing
to do, has no dealings at all with the State legislatures and the gover-
nors. It assumes an undemocratic idea, almost a communistic idea,
that the employers in each State will see to it that the proper legis-
lation is enacted so that they will get their tax remission.

All you do in this bill is that you say to the employers, 'If you
manage to get a proper law in your State and 'they make you pay
we will remit you 80 percent of your contribution to the Feeral
Government for that"; in other words, the bill assumes that every
group of employers in each State in this country can go to the legis-
lature and say, "Give me exactly the law we want." I am ready to
say here-and I have spoken and Rppeared before many State legis-
latures in this country-that I know of no single State !egislature in
this country where the employers absolutely control it. They have
influence in some States, but there are some States where they have
no influence at all. In many of our States, the employers would be
absolutely helpless.

More ver, in this bill you are setting up a duplicating system of
taxation for the same purpose. First, you are setting up 3 percent
or 1 percent or 2 percent-it should be 3 percent, I agree with all the
previous speakers-that there is absolutely no excuse for this molly-
coddle kind of thing waiting for the index to get up to a certain
point. When we need unemployment insurance is now and not
when the index goes up. What is the use of building a fund when
the index goes up. Let us build it as soon as we possibly can; we
cannot do it in 6 months or a year or 2 years; but let us not wait.
until things improve to build unemployment insurance.

I say that under. this bill you set up two duplicating taxes. The
Federal Government taxes first of all the employers the 3 percent;
all the employers of the country. Then you say to a State or to the
employers in that State, "If vou manage to see that the employers
in votr State also set up another tax system, or rather, that the
State legislature in your State sets up another tax system to tax
you, we will remit your Federal tax." You set up two administra-
tive collecting agencies for the same tax. You provide no real in-
centive because the State legislatures have nothing to benefit. The
only people that will benefit by adopting the Federal grant are the
employers of the State; nobody else.

Besides, since no standards have been set up under this plan, it
would make possible 48, if ever there were 48 States adopt. it, con-
tradictory varieties and uncoordinated plans of unemployment
insurance. Under the present plan you (to not even have the elimina-
tion of unfair competition between employers.

Senator KING. Did you emphasize this view to the committee?
Mr. EPsTE IN. Unfortunately we could not make our voice heard

in the committee.
Senator BARKLEY. What committee are you speaking of?
Mr. EPSTEIN. -The Committee on Economic Security. On this

unemployment insurance, I might say definitely that few of us who
have at'least written the most comprehensible books on the sub-
ject-and I am not bragging about it, but simply as recognized
students of the problem-few of us have been consulted officially on
this part of the bill and the bill, to my knowledge, has not been shown
around very nuc, but has been drafted hastily and submitted.
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Senator CONNALLY. Did you consult with the committee and try
to get access to the committee?

Mr. EPSTEIN. I tried everything in the world to get, our opinions
consulted, but we never were officially consulted. The only exception
I make on this is in respect to old age. I might say that the experts of
the committee on old age did come up to see me, even when I was sick,
and I understand that they even had to fight it out with the officials to
come to see us. We had a conference and the thing was all agreed
upon, and thdt is probably why you find the sections on this part of the
bill meeting with general approval and well-worked out.

The CHAIRMAN. These other witnesses who have spoken on unem-
ployment insurance contend that the provisions of this bill have cliii-
nated the old order of one State having unemployment insurance
putting on a tax, and that that would be unjust to thie manufacturers
or the people in the other States, and that this having a uniform tax
on employers throughout the country under the conditions laid down
would present a unified system.

Mr. EPSTEIN. You are'meeting it only from the point of view that
all employers would be paying the same tax, but after all, Senator,
what are you after? Are you after jist merely levying a tax on the
employer, or are you after providing benefits for uneiimployed work-
ers? I say that under this plan, and if you will examine ift you will
find it, undler this ulan any 9tate could levy only 1 perwnt on some
employers, and the employers would be entitled to 90 percent of their
tax as a remission. There are no standards provided for. They could
provide only 2 weeks of insurance, they could provide an extraordi-
narily long waiting time, and so forlh "

Senator BARKLEY. There would bo lack of uniformity insofar ns
State taxes differed from one another.

Mr. EPsrEjN. Exactly, and therefore you do not obviate the unfair
competition feature. Suppose one State sets up 3 or 4 percent, and
another State sets up 2 percent and another State sets up 1 percent.
Each employer gets 90 percent contribution, if he pays 2 percent in
one State, or 3 percent in another State, and so forth.

May I at least in a summary way, I really have not had a chance to
develop the details, but may I suggest a summary of a plan that had
been recommended by most of the members of the Advisory Commit-
tee, by the experts, by most of us who have studied the problem for
years and years, and have at least tried to grasp it?

Senator BLACK. Did I understand you to say the plan you were
going to suggest was approved by a majority of the committees?

Mr. EPSTEIN. Yes, sir; by all who have studied the problem deeply.
But this bill was drafted by the people in the Department of Labor,
who insisted on their own hobby. We may as well speak frankly.
This is an important social issue. I do not want to see the country
go off on a bad way and have another Congress repeal the whole
thing because of rotten thinking. We have to think clearly. We
should not do things in a hurry just to have something done.

The CHAIRMAN. Give us your plan, please.
Mr. EPSTFIN. We have to approach, as I said, something that will

at least approach a national way without interfering with our present
form of government. So, keeping the same tax that you have in this
bill, you levy a 3-percent tax on all employers. Then you say that
any State legislature-- -not the employers of the State-but you do
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it in the American democratic manner, and you deal with the governor
and the State legislature and the people in the State, and not with
the employers. You say to the people of the State and the governor
and its legislature, that if you. adopt a proper law under proper
standards, such as for instance, at least a minimum number of weeks
benefit, that the benefits are at least that much, but you have'a
decent administration; we will turn over to you the entire money
that we collected through the 3-percent tax in your State, and all
you have got to do is to disburse it, under proper standards. You
have 1 tax system, you do not have 2, and it is the simplest and per-
fectly American thing. On the one hand, you simply raise an excise
tax and you raise money in the Federal Treasury and on the other
hand you follow the traditional American inethod of subsidizing
States through Federal revenue, and you turn over the money to the
States under proper conditions. Then your Federal GovernImtent
has a right to say to the States-and every State will follow in lineright away because they will have everythin to gain and nothing to
lose. They will say, ",Set up a system and we will help you." If
you want to put, it up even better, that is up to you, but we will ie1)
you at least to the minimum of your contribution in this State."
Anl you have one collecting system and you have a perfectly logical
coordinated system with proper standards, and it is the 'simplest
thing in the world. Why anybody should have refused to see that
thing is beyond any reasonable explanation.

Senator KING. Doctor, do you think that the differences in
geographical conditions and social conditions and business conditions,
and climatic conditions-I have in mind, for instance, up in Maine,
where it is cold, and the cost of living might be greater than, let us
say, in Florida, or as it is in Montana, where conditions are different
climatically-that they would call for the same minimum standards?

Mr. EPSTEIN. Senator King, it would be very inadvisable to set
up a national standard, but you could do pretty much this-you
could not do it in unemployment insurance-but you could make
some geographical classification like in the codes. They are not the
best, but they are the best we can do. You can overcome it in some
respects afterwards, perhaps. In old age, it is made very nicely as
a standard compatible with decency and health, and that gives you
leeway as to what that standard is in Mississippi or in Utah or in
Now York.

Mr. CHAIRMAN. lave you undertaken to draft just such a provision
on unemployment insurance which you desire?

Mr. EPSTEI. I have a bill with me, and I should like to submit
you a copy.

The CIRHMAN. Would you put it in the record?
Mr. EPSTEIN. Yes, sir.
The CHAIRMAN. That ]neets your ideas absolutely?
Mr. EPSTEIN. It ]icets it exactly, sir. It is entirely on unem-

ployiient insurance.
Senator KING. Do not cover all the other phases?
Mr. EPSTEIN. Not in this bill.
Senator KING. Let me ask you a question right there. Would there

he any objection from your p int of view to dividing this bill, treating
old age as one b9l and unemployment insurance in another bill, be-
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cause I assume from what you have said of a bill dealing only with
unemployment, that you see no difficulty in segregatmg them

Mr. EPSTEIN. Frankly, Senator King, that is a difficult thing for
me to answer, but I will answer because I believe in being frank all
through. Originally, I actually begged the committee not to make
ib an omnibus bill, and I had hoped that they would not do it, because
the issues are terrifically important. Both issues, in fact, all three
issues, are terrifically socially important. They should not be lumped
together in one sitting. Nyo matter how kai you are and you will
give me the time, I cannot possibly do justice to even discuss the

asic elements of the thing. It has to take 2 days, practically, to
merely touch on the basic elements. It is unfair to ask the committee
to consider an omnibus bill and ask them to do it quickly because we
have to make haste. Haste is important, but we should not sacrifice
thinking.

I am in this position. The administration did not consider our
advice and they did submit this bill. Sonie of the leaders still insist
that Congress will enact it all as it is. I certainly do not feel like
being accused or charged with saying that I am preventing the passage
of the bill, although 1 say this much, that if the unemp loyment pro-
visions should go through as the' are now, I would rather not ee
this part go through, and I stand hero and say it, and we will fight
and light to repeal it for the next couple of years, because it will just
put us off on a tangent that will get us nowhere and we will have to
ask for its repeal.
The CHAIRMAN. You are speaking of unemployment insurance?
Mr. EpsTmN. Yes.
The CHAIRMAN. )o you sea any trouble in submitting your pro-

posal in the same title as an amendment?
Mr. EPSTFIN. You could do that, Senator. And that would meet

the demands and the thinking of practically everybody that has given
any study to it except a few people. For instance, I might make this
statement, and I think it is fair, that Profesor Hanson who was hero
preceding me, himself wrote a book only about 6 months ago in which
ho definitely cane out condemning the possibility of anything but a
State-pooled fund. This bill would perntit, for instance, funds like
the Wisconsin plan, and that seems to be one of the main aims of
this bill.

(The bill submitted by Mr. Epstein is as follows:)

A HILL To alleviate the hazards of un epk at, to ztablihh e Feders] Unernplonent Insurnce
Board, and to false revenue

Be it rnactd by Ithe ,Senate and House of Representa~irea of the Unild States of
America, irs Congreat assembled,

DEFINITIONS

SECTION I. As used in this Act-
(1) "Etployer" neans any person, partnership, firia, association, public or

private corporations, the legal representatives of a deceased person, or the re-
ceiver, truetcv, or succecsor of a person, partnership, firn, association, or public
or private corporation (excluding the Federal Governnvent, tle States, munic-
ipal corporations, and other governmental subdivisions) having four or more

nersous employed in any employment subject to this Act. Whenever any helper,
assistant, or employee of an employer erigages any other person in the work
which bald helper, assistant, or employee is doing for the employer such ena-
ployer shall for all purposes hereof be deemed the employer of such other person,
whether such lxrson Is paid by the said helper, anistant, or employee, or by the
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employer, provided the employment has been with the knowledge, actual, con-
structive, or implied, of the employer.

(2) "Employee" means any person, including aliens and minors, employed for
hire by an employer in an employment subject to this Act, except any person
employed at other than manual labor at a rate of wages of nore than $50 a week.

(3) "Employment" means anj employment by an employer in which all or
the greater part of the employee's work Is performed within the United States
(excluding the territories and'possessions of the United States), under any con-
tract of hire, express or implied, oral o- written, and shall Include any trade,
occupation, service, or profemsion, in which any person may engage; except that

tor the purpose of this Act it shall not include:
(a) Employment as a farm laborer;
(b) Employment In the personal or domestic service ol an eflinr having

less than four employees engaged in such service; and
(c) Employment by an employer of his spouse or minor child.
4. "Vages" means every form of remuneration received by an cmplyce from

an employer, Including wages salaries, commission, bonrises, and the reasonable
money value of boa rd, rent, housing, lodging, or similar advantages.

5. "Full-time weekly wages" means the -seeklv wages that an employee
would receive at current rates if he were employed the full number of scheduled
or customary working hours per week in the enicdloynent in which he is usually
engaged, provided he has been so engaged within one year piior to the day on
which benefits are to commence. If he has not been engaged in his ueual em-
ployment within the said one-year period, then "full-time weekly wages" means
tho weekly wages that lie would receive at current rates if he were employed the
full number of scheduled or customary working hours per week in that employ-
ment most similar to his usual employment and in which he has had at least
sixty days of employment within the said one-year period. Each central au-
thorit shall, subject to review and modification by the Board, make such rules
and adopt su~ch methods of calculating full-time weekly wages as may be suitable
and reasonable under this act and for the proper administration of the system
of unemployment Insurance over which it has charge.

(6) "Pay roll" means the total of all wages perigdecal paid by an employer
to employees subject to this Act.

(7) "A day of employment" means any day in which an employee has had
employment of all or any part of the day with an employer and in an employment
subject to this Act.

(8) "Total unemployment" means the total lack of any employment, Including
employment not subject to this Act, together with the total lack of all wages
both of which are caused by the inability of an employee who is capable of and
available for employment to obtain any emplo-;ient In his usual employment or
in any other employment for which he is reasovs,hily fitted by training and experi-
ence, Including employments not subject to this Act.

(0) "Partial unemployment" means the lack of full-time employment together
ith the partial loss of wages, both of which are caused by the inability of an

employee who Is capable of and available for full-time employment, to obtain
suoh full-time employment in his usual employment or any other employment for
which he is reasonably fitted by training and experience, including employment
not subject to this Act; and "loss in partial unemployment" means, for any
calendar week, the difference between the employee's full-time weekly wages and
all the wages actually earned by him In the said calender week, including wages
In employments not subject to this Act.

(10) "Board" means the Federal Unemployment Insurance Board created by
this Act.

(11) "Central authority" means the central agency or officer charged with
the duty of administering a State or special system of unemployment insurance.

(12) "State" Includes the District of Columbia.

CONDITIONS FOR THE APPROVAL OF STATlE SYSTEMS OF UNEMPLOYMENT INSURANCE

SEc. 2. A State system of unemployment insurance shall I e approved only
mhen it provides thit commencing oe )ear after the enactment of this Act,
benePts shall be paid by the central authority to emplo ees residig within the
State for loss due to total or partial unemployment in tMe amounts amid subject
to the conditions stipulated in this section and otherwise conforms to the pro-
visions of this sevtfo 9 as follows:

(1) QUALIFICATIONS.---,\n employee shall become entitled to any benefits
when he--
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(a) Is suffering either total or partial unemployment; and
(b) Has registered as totally or partially unemployed and reported for work

or otherwise given notice of the continuance of his unemployment; and
(e) Has had one hundred and four days of employment within the twelve

months preceding the day on which benefits are to conmence2 or (in the alterna-
tive) has had one hundred and sixty days of employment during the twenty-four
months preceding the day on which benefits are to commence.

(2) D qualifications.-No benefits shall be payable to any employee who has
lost his employment or has left his employment by reason of a strike or lockout
in thP establishment in which he was employed, so long as such strike or lockout
continues; or who'refuses to accept an offer of employment for which he is rea-
sonably fitted by training and experience, Including employments not subject to
thii Act: Protided, howertr, That no employee otherwise qualified to receive bene-
fits liall lose the right to benefits by reason of a refusal to accept employment if-

(a) Acceptance of such employment would deny to such employee his right to
join or to retain membership in and observe the lawful rules of a labor organiza-
tion, or to refrain from joining a labor organization; or

(b) There is a strike or lockout in the establishment in which the employment
is offered; or

(c) The employment is at an unreasonable distance froml his residence, or travel
to and from the place of employment involves expense substantially reater than
that required in his former employment unless the expense be provided for; or

(d) The wages, hours, and conditions offered are less favorable to the employee
than those prevailing for similar woik in the locality, or are such as tend to depress
wages or working conditions.

(3) WAITING PERIo.-An employee suffering total or partial unemployment
shall receive benefits only after he has undergone a waiting period such that,
during the twelve months preceding the day on which benefits are to commence,
he has, because of total and/or partial unemployment, sustained a ioss of wages
eluivalent to not less, but not wore than four weeks' full-time weekly wages.
For such loss no benefits slail be or become payable. Such loss need not be
consecutive but may be accumulated during the said preceding twelve months.
When such loss has been sustained and benefits have commenced, no further
waiting period shall be required of any employee in the twelve months following
the day on which taid h enefits conminetced. An employee who has lost his eni-
ployment through misconduct connected with his employment or who has
voluntarily left his employment without just cause shall not receive benefits
until he has similarly sustained a loss of wages equivalent to eight weeks' full-
time weekly wages. losses resulting from total or partial unemployment shall be
counted only from the day on which the employee registers as totally or par-
tially unemployed.

(4) AMOUNT Or BENEFITS.-
(a) Benefits shall be payable on account of total unemployment after the

specified waiting period at the rate of 50 per centum of the employee's full-time
weekly wages, but not to exceed a maximum of $25 per week.

(b) Benefits shall be payable on account of partial unemployment after the
specified waiting period at the rate of 50 per centum of the loss in partial unem-
ployment. When the full-time weekly wage exceeds $50 no more than $50 shall
be taken as the full-time weekly wage in determining the loss in partial unem-
ployment.

(6) DURATION OF DENZFIT.-The total amount of benefits to %hich an em-
ployee shall be entitled In any consecutive fifty-two weeks for total and/orpartial
unemployment shall not be less, nor more than twenty times his benefit for one
week of total unemployment. When benefits have been terminated because of
this limitation the employee shall not be entitled to benefits in any succeeding
period until he has had sixty days of employment subsequent to such termination
and, in addition, is then able to meet the requirement of paragraph (c) of clause
I of this section.

(6) BCNEFITs IN SEASONAL EMPLoYME T.-Whe ever in any occupation or
industry it Is possible to operate only during a regularly recurring period or periods
of less than one year in length, then the right to benefits shall apply only to the
longest sasonal period or periods which the best practice of such occupation or
industry will possibly permit. Each central authority shall determine, or rede-
termine after Investigation and due notice, such seasonal period or periods for
each such seasonal occupation or Industry in its State. Until such determination
by the central authority, no occupation or industry shall be deemed seasonal.
When the central authority has determined such seasonal period or periods, it
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shall also fix the proportionate number of days of employment required to qualify
for benefits in place of the provisions contained in paragraph (c) of clause I of this
section and the proportionate duration of benefits in pla*i of the provisions con.
gained in clause 6 of this section. Every deteriminationi and ruling made by a
central authority pursuant to the provisions of this clf.use shall be subject to re-
view, reversal or modification by the Board.

(7) BENEFITS OF SHORT-TIME WORKERs.-An employee who for reasons per.
sonal to himself Is unable or unwilling to work usual full time and who customarily
works less than the full thne prevailing in his place of employment shall register.
as a short-time worker In such manner as the central authority shall prescribe.
The time which such employee normally works in any calendar week shall be
deemed his week of full-time employment and the wafes which he earns In such
week shall be deemed his full-time weekly wages. '1lie central authority shall
fix the proportlopate number of days of employment required to qualify for
benefits in place of the provisions contained In paragraph (c) of clause I of this
section, and proportionate maximum benefits in lieu of the maximuni amounts
provided in clause 4 of this section. Every determination and ruling wade by
a central authority pursuant to the provisions of this clause shall be subject to
review reversal, or modification by the Board.

(8) PaOLONOATION OF QUALIFICATIos.-When an employee becomes em-
ployed in an employment or by an employer not subject to this Act, if he is then
qualified under paragraph (c) of clause I of this section, his qualifications under
said paragraph shall remain effective for a period of one year from the corn-
mercement of such employment. If lie becomes totally or partially unemployed
within said period of one year he shall be deemed qualified under said paragraph.

(9) REOISTaATION OF V,?E PLOYMENT.-Every employee claiming benefits
shall m,gister as totally or partially unemployed at a local free, public employ-
ment office in accordance i ith such rules as the central authority shall prescribe.
After so rt.gistering an employee claiming benefits shall report for work at the
sanic 1 be employment office or otherwise give notice of the continuance of his
unemployment as often etl in such manner as the central authority shall
prescribe.

(10) REPo mo oF TEMPORARY EMPLOYMENT-In claiming benefits an em-
ployee shall for each week of his unemployment correctly report any wage-
earning employment he had in such week and any wages he received for such
employment, including employment not subject to this Act, and shall make
such reports in accordance with such rules as the central authority shall prescribe.

(11) APPROVAL OF CLAIms.-Claiis for benefits shall be determined by a
local public officer employed on regular salary. A claimant and any other party
affected shall be entitled to a hearing before such officer and there shall be a
right to an appeal from the determination of such officer to a State agency.
Claims and appeals shall be presented, heard, and determined in accordance with
such rules and procedure as may be prescribed for each system, but shall not be
controlled by common law or statutory rules of evidence or by tOe technical or
formal procedure employed in civil actions.

(12) WAIVER OR ASSIoNMENT.-NO agreement by an employee to walt.- any
right or benefit under the system shall be valid; nor shall benefits be assigned,
pldced, encumbered, released, or commuted, and such benefits shall be exempt
rom al claims of creditors and from levy, execution, and attachment or other

remedy now or hereafter provided for recovery or collection of a debt, which
exemption may not be waived.

(13) Adminstration.-
(a) Each system shall be administered by the State labor department, indus-

trial commission, or other central agency or office through a State-wide system
of free, public employment offices, and such central authority shall be the State
agency vested with all powers necessary to cooperate with the United States
Employment Service pursuant to the provisions of the Act'of Juno 6, 1933 (ch. 49,
sees. 1-13; 48 Stat. 113-117),

(b) Subject to review, reversal, or modification by the board, each central
authority shall have the power to establish uniform standards of administration
for Its system, to make all such rules and regulations as may be required for the
administration thereof, and to amend and modify any of its rules and regulations
from time to time as it may find recessary or desirable.

(e) Each system shall have one or more advisory councils, the members to be
equally representative of employers, employees, and the public, and to serve
without salary but with allowances for actual and necessary expenses.
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(d) Excepting the members of the central authority and the advisory council.,
all persons engaged in the administration of the system shall be appointed or em-
ployed and shall hold office on a merit rating basis through open competitive
examinations of a standard not inferior to that prescribed for the United States
Civil Service.

(e) Each system shah provide penalties for the making of false statements or
representations to obtain any benefit provided by the system, or for the violation
of any provisions of the law establishing such system, or for willfully failing or
refusing to perform any duty enjoined by such law or any lawful order made by
the central authority in connection with the administration of such system.
(f) Each central authority shall be empowered to obtain from all employers and

enpl.,yees within its State, including those not subject to the provisions of this
Act, till such information as it may require in the administration of its system, to
make reports on such administration as often and in such form as the same may
be required by the Board and, from time to time, to make such other reports and
such suggestions to the Board with respect to such admInistrntion and the opera-
tiOTn of this Act asit nay think fit.

(g) Each central authority shall submit to the Board in advance an estimate of
the expenditures necesariy to be incurred in the administration of its system aud
no such expenditures shall be incurred or be a charge upon the system until the
approval of the Board if first had as to each item.

(14) EXTENDED EN Eris.-Nothing in this section or in any other part of this
Act contained shall be deemed or construed to deny to a State the right or power
to shorten the waiting period or to provide for the payment of benefits in excess
of the amounts or beyond the maximum period heteiinbefore stipulated In this
section- Prorided, hotiertr, That no patt of the allotments made pursuant to the
provisions of this Act shall be used for the payment of benefits prior to the com-
pletion of the waiting period or in excess of the amounts or beyond the maximum
period hereinhefore stipulated in this section, and that the entire cost of any
extended benefits be defrayed by the State out of funds which it shall raise in such
manner as it may deem advisable.

CONDITIONS FOR THE APPROVAL OF 8PECIAL SYSTEMS OF UN2MPLOYMZNT
INSURANCE

SEC. 3. An employer having employees in more than one State, or a group of
such employers in the same trade occupation, service, or industry, may, in
accordance with such rules and reguations as the Board shall prescribe, establish
a special system of unemployment insurance for the benefit of the employees of
such employer or group or employers. The Board may likewise on its own initia-
tive establish a special system for any such employer or group of employers who
are engaged In commerce among the States or with foreign countries as public
carriers or otherwise. No special system of unemployment insurance shall be
approved unless It provides the same benefits as those prescribed by section 2 for
approved State systems to be paid on the same conditions as in said section
stipulated and unless in its administration and otherwise it conforms to the
provisions In said section contained. The employees for whose benefit a special
system has been established shall have no rights or claims to benefits tinder any
State system of unemployment insurance.

EXCISE TAX

Sze. 4. (1) AMOUNT or TAX.--On and after January 1, 1036, there shall be
levied, assessed, and collected from every employer an excise tax in an amount
equal to3 per centum of his pay rolls. The tax shall be due and payable and shall
be paid and remitted by every employer to the Treasury of the United States at
such times as the Board shall prescribe.

(2) COLLECTION OF "'AX-
a) The tax imposed by the preceding clause shall be collected by the Bureau

of internal Revenue under the direction of the Secretary of the Tresury in such
manner and in accoreance with such rules and regulations as may be prescribed
by the Commissioner of Internal Revenue with the approval of the Board.

(b) All provisions of law including penalties, applicable with respect to any
tax imposed under section 0O or section 800 of the Revenue Act of 1026, shall,
insofar as applicable and not inconsistent with the provisions of this Act, be
applicable in regard to the tax imposed by the preceding clause.
(3) No agreement by an employee to pay any portion of the tax imposed by

this section upon his employer shall be valid, and no employer shall make a
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deduction for such purpose from the wages of an employee, or In any other manner
collect from an employee any portion of the said tat so fmpbsed upon his employer.

ALLOTMENTS TO APPROVED SYSTEMS OF UNEMPLOTMENT INS5RANCR

SzC. 5. (1) The Board shall examine each State and special system of unem-
ployment insurance which may be submitted to it for approval and shall approve
ech such system which it finds, in Its terms and in its actual administration,
conforms to the provisions of section 2 of this Act.

(2) The Board shall periodically allot to each approved system amounts equal
to 98 per centum of the sums received in payment of the tax imposed by section
4 of this Act on pay rolls to employees who are or may become entitled to benefits
under such system.

(3) The Board shall periodically notify the Secretary of the Treasury of the
amounts of the allotments which it has made pursuant to the provisions of this
section and the Controller General is authorized and directed to enter in the
accounts of the Treasury of the United States severally to the credit of each of
the approved systems the amounts ailoted to such systems pursuant to the
notices of the Board.

(4) The Secretary of the Treasury is authorized and directed periodically to
pay over to each approved system out of and to the extent only of the total of
the amounts allotted and standing to the credit of the said system, together with
the income thereon such sums as the Board may from time to time requisition
the sums so paid over to be used solely to defray the benefits of being provided
under the said systean pursuant to the provisions of section 2 and the cost bf the
administration thereof.

(5) The Board may at any time suspend or revoke its approval of any State
or special system of unemployment insurance when, after investigation and
hearig, It finds that the system is not being administered adequately properly,
or efficiently. When the approval of any system is suspended or revoked by the
Board no further payments shall be made to such system out of any allotments
then standing to its credit so long as such suspension or revocation remains
effective, nor shall any further allotments be made to said system during such
period.

(6) The Secretary of the Treasury is authorized and directed to hold the total
of all allotments periodically made by the Board pursuant to the provisions of this
section in a separate account at the Treasury or at any bank or banks designated
by him, to receive and hold the Income derived therefrom, to Invest such portion
thereof as is not required to meet current requisitions In any primary obligations
of the United States or In any obligations guaranteed both as to principal and
interest by the United States, and to sell the same from time to time as he deems
advisable. He shall enter quarter-yearly to the credit of the account of each
approved system a proportionate part of the income derived during the preceding
quarter on the bass of the average daily balance of such account. He is hereby
authorized to appoint any one or more of the Federal Reserve or national banks
as his agents, on such terms and conditions as he mayprescribe, to hold and have
custody of the total of the said allotments or any portion thereof, and such banks
are hereby authorized to act as such agents.

(7) Two per centum of the total received in payment of the tax imposed by
section 4 of this Act shall be available to the Board to defray the cost of the
administration of this Act and of the United States Employment Service and the
Secretary of the Treasury is authorized and empowered periodically to pay over
to the Board such sums not to exceed the said 2 per centum as It may requisition
from time to time for such purposes.

ADMINISTRATION

SEC. 6. (1) FEDERAL UNEMPLOYMENT INSURANCE BoAR.-Thls Act shall be
administered by a Board hereby created, which shall be known as the "Federal
Unemployment Insurance Board." This Board shall be composed of the Direc-
tor of Unemployment Insurance, who shall be the chairman thereof two mem-
bers appointed by the President with the advice and consent of the Senate, and
the Secretaries of Labor and Commerce as ex-officlo members.

(2) TtRM or BOARD.-The two appointed members of the Board shall be
designated by the President within thirty days after the enactmen~t of this
Act. One member shall be appointed for the term of 3 years and one member for
6 years, and thereafter as their terms expire the Prosfdent shall appoint or re-
appoint members for the term of six cars. The Presldent may at any time

1 1680-35---31
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remove any member of theBoard for cause after .a hearing on written charge.,
Vacancies shall be filled for, the unexpired term by appointment by the President
with th6 advice and consent of the Senate.

(3) COMPENSATION Oi BoA.-Each of the two appointed members of the
Board shall receive an annual salary of $10,000. It1 addition each member shall
be allowed actual and necessary traveling and incidental expenses.

(4) ORGANISZATION or BOARD.-A majority of the Board shall constitute a
quorum to transact business. No vacancy shall impair the rights of the remain-
ing members to exercise all of the powers of the Board so long as a majority remain
Any Investigation, inquiry, hearing, review, or appeal which the Board is author"
ized to hold or undertake may be held or undertaken by or before any one member
of the Board, orlby or before one or more of its deputies; and every order made by
a member thereof, or by one or more of its duly authorized deputies, when
approved and confirmed by a majority of the Board, and so shown on its record
of proceedings, shall be deemed to be'the order of the Board.

(5) Oriicz or BoARD.-The Board shall maintain its principal office in the city
of Washington. It shall provide itself with a seal for the authentication of its
rules, orders, awards, and proceedings. The Board may hold sessions in any
place within the United States.

(0) DUTIES AND POWERS OF TuE BOARD.-The Board shall enforce and ad-
minister this Act and shall have all the duties, powers, and authorities imposed
and granted by this Act. In addition, it shall have the following duties, powers,
and authorities:

(a) To establish standards of administration of approved State and special
systerrA of unemployment insurance, to make all such rules and regulations as
may be required for the administration and enforcement of this Act, and to amend
and modify any of its rules and regulations from time to time as it ma) find neces-
sary or desirable;

(b) To appoint or employ such employees and assistants as may be required
for the administration of the provisions of this Act and to determine their salaries
and duties. All such persons appointed or employed by the Board shall be in the
competitive class of the civil service and shall be dppointed or employed under
civil-servico regulations.

(c) To supervise and make inquiries into the administration of approved State
and special systems of unemployment insurance and the furnishing and payment
of the benefits provided thereunder and to cooperate with the central authorities
of such systems in order to make the administration thereof more adequate and
efficient.

(d) To promote the regularization of employment and the prevention of un-
employment; to encourage and assist in the adoption of practical methods of
vocational training, retraining and vocational guidance; to investigate, recom-
mend, advise, and assist in the establishment and operation, by the Federal
Government, Sta's, municipalities, and other governmental subdivisions, of
prosperity reserve,, of public works to be prosecuted in times of business depres-
sion and unemployment* to promote the reemployment of unemployed workers
throughout the United States in every other way that may be feasible; to take
all other appropriate steps within its means to reduce and prevent unemployment,
and to these ends to carry on and publish the results of any investigations and
research which it deems relevant.

(e) To be the head of and to supervise the United States Employment Service
created by the Act of June 6, 1933 (ch. 49, sees. 1-13; 48 Stat. 113-117). All
duties and powers created, conferred, and authorized by the said Act, including
the power of appointments and other powers therein given to the Secretary of
Labor, are hereby transferred to and vested in the Board, except that the office
of Director of the said Service as created by the said Act Is not abolished but said
Director shall continue to exercise the functions, duties, and powers conferred by
the said Act subject however to review by the Board. All laws and parts of laws
Inconsistent herewith are hereby expressly repealed.

(7) Dis ac~ou or UNEMPLOYMENT INsuRAcz.-The President shall with the
advice and consent of the Senate appoint for a term of six years a Director of
Unemployment Insurance. The President may at any time remove the Director
for cause after a hearing on written charges. The Director shall receive an
annual salary of $11,000, and in addition, shall be allowed actual and necessary
traveling and Incidental expenses.

(8) DuTiMS AND POWERS O TnlE DIsxCro.-The director shall be the chief
administrative officer under this Act and shall have all the duties, powers, and
authorities imposed and granted by this Act or assigned to him by the Board.
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As representative of the Board and under its diction he shall supervise, direct,
and control the administration and enforcement of this Act.

(9) FEDERAL ADVISORY CoUNCIL.-There ih hereby created a Federal Advisory
Council of nine members to be appointed by the President. Three of the ap-
pointees to this council shall be representative of employers; three shall be rep-
resentative of employees, and three shall be representative of the public. One
representative of the employers, one representative of the employees, and one
representative of the public shall be appointed for a term of two years; one
representative of the employers one representative of the employees, and one
representative of the public shall be appointed for a term of four years; and one
representative of the employers one representative of the employees, and one
representative of the public shall be appointed for a term of six years; and theie-
after as their terms expire the President shall appoint or reappoint members for
the term of six years. The said council shall consider and shall advise the Board
upon all matters connected with the administration of this Act submitted to it
by the Board and may recommend upon its own initiative such changes in the
administration of this Act as it deems necessary.

OATrS AND St'5BPEAS

SFc. 7. (1) The Board, each member of the Board, its secretary and its
deputies, the Director of Unemployment Insurance and his deputies, and other
duly authorized representatives of the Board shall for the purpose of this Act
have power to examine under oath any employee, any employer or the officer
agent, representative, or employee of any employer, any member of the central
authority of an approved State of special system of uneanployment insurance
any person employed or engaged in the administration of any such system, and
any person, institution, or agency and the officer, agent, representative, or em-
ployece of any person, institution, or agency interested or participating in or af-
fected by thi administration of this Act or tle administration of any approved State
or special system of unemployment insurance and shall have power to administer
oaths, certify to official acts, take depositions, issue subpenas, compel the attend-
ance of witnesses and the production of books, accounts, papers, records,
documents, and testimony.

REPORTS

Sse. 8. Annually, on or before the 1st day of March the Board shall make a
report to the Congress for the preceding calendar year, which shall include a
detailed statement of the number of employees covered by approved State and
special systems of unemployment insurance, the number receiving benefits there-
under, the total amount of benefits disbursed, the total amount received in pay.
ment of the tax Imposed by this Act, and a detailed statement of the allotments
made by the Board, the income thereof, the requisitions made thereon, the
administrative expenses of the Board and of the several approved State and
special systems of unemployment insurance, together with any other matters
which the Board deems proper to report, including any recommendations it may
desire to make.

DUTIES OF EMPLOYERS

SEC. 9. (1) RECORD AND AUDIT OF PAY ROLLs.-Every employer, including
employers not otherwise subject to the provisions of this Act, shall keep a true and
accurate record of the number of his employees and the wages paid by him, and
shall furnish to the Board upon demand a sworn statement of the same. Such
record shall be open to inspection at any time and as often as may be necessary
to verify the number of employees and the amounts of the pay rolls. Any em-
ployer who shall fall to keep such record or who shall willfully falsify any such
record shall be guilty of a misdemeanor.

(2) INF6RMATION TO BE rVRNISHED.-Every employer, including employers
not otherwise subject to the provisions of this act, shall furnish to the Board upon
request all information required by it to carry out the pur poses and provisons
of this Act. The Board may prescribe the time, manner, and form In which said
information shall be furnished and may require that such information be verified
under oath.

(3) DISCLosURES PROHJBznED.-The information furnished to the Board by
employers in pursuance of the provisions of this Act shall be for the exclusive
use and information of the Board in the discharge of its duties, and shall not be
open to the public nor be used in any court in any action or proceeding pending
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therein unless the Board is a party to such action or proceeding; but said infor-
mation may be tabulated and published In statistical form for use and Informa-
tion.

(4) RESPONSIBILITY orvCERS.-It shall be the duty of each member of a
partnership, firm, or association and of the president, secretary, treasurer,
partnership, firm, association, or corporation to comply with all the provisions of
this Act.

PENALTIES

SEc. 10. (1) Any person shall be guilty of a misdemeanor who--
(a) Willfully makes a false statement or representation to obtain any benefit,

allotment, or p/lyment under the provisions of this Act, either for himself or for
for any other person, or for any system of unemployment insurance; or

(b) Refuses to allow the Board or its authorized representative to inspect pay
rolls or other records or documents relative to the enforcement and administration
of this Act; or

(c) Makes a deduction from the wages of any employee to pay any portion of
the tax imposed upon employers by this Act or in any other manner collects from
an employee any portion of the said tax required to be paid by an employer; or

(d) Violates any of the provisions of this A or oes any act prohibited by thisAct, or falls, neglects, or refuses to perform any duty lawfully enjoined by this Act,
or fails, neglects, or refuses to obey any lawful order given or made by the Boardor any judgment or decree made by any court in connection with the provisionsof this Act.

SAVINU CLAUSE
SAc. 11. The Congress reserves the right to amend, alter, or repeal any provision

of this Act; and no person, State, or system of unemployment insurance, or those
entitled to benefits under any such system, shall be or be deemed to be vested withany property or other right by virtue of the enactment or operation of this Act.

SEPARARILITY oF PRows8Io.N5
S'c. 12. If any provision of this Act or the application thereof to any person

or circumstances is held invalid, the remainder of the Act and the application of
such provision to other persons or circumstances shall not be effected thereby.

APPROPRIATiON

SEc. 13. Until one month after the date on which the tax imposed by this Actaccrues and becomes payable In accordance with the provisions of section 4 of
this Act the entire expenses of the Board in carrying out the provisions of this
Act shall be paid out of the general revenue of the United States. The sum of
$600,000 or so much thereof as may be necessary, is hereby appropriated for such
purposeput orf any moneys in the Treasury not otherwise appropriated.

SHORT "ri TLE
Szc. 14. This Act shall be known and may be cited as the "Federal Unem-

ployment Insurance Law."
EFYICTIVE DATE

Suc. 15. T ts Act shall take effect immediately.

The CHAIRMAN. It is now 12 o'clock and we must go to the SenateChamber. Can we continue with you in the morning?
Mr. EPSTEIN. If you wish to.
The CHAiMu. Yes. The committee will meet again at 10

o'clock in the morning.
(Whereupon, at 12 mn., an adjournment was taken until Thursday

Feb. 7, 1935, at 10 a. .)
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THURSDAY, FEBRUARY 7, 1935

UNITED STATES SENATE,
COIIMirrEE oN FINANCE,

Washington, D. 0.
The committee met, pursuant to call, at 10: 10 a. in., in the Finance

Committee room, Senate Office Building, Senator Pat Harrison
(chairman) presiding.

Present: Senators -Harrison (chairman) King, George, Costigan,
Clark, Byrd, Lonergan, Black, Gerry, Guffey, Couzens, La Follette,
Mfetcalf Hastings, and Capper.

The CIARMAN. The committee will come to order.
We have a rather large calendar of witnesses this morning, and

it will facilitate the hearing if the witnesses will make their oral
statements as brief as possible and supplement them by putting into
the record such additional material as they wish to have considered
in connection with their statements. The first witness is Mfr. Haynes.

STATEMENT OF GEORGE E. HAYNES, EXECUTIVE SECRETARY
DEPARTMENT OF RACE RELATIONS, FEDERAL COUNCIL OF
CHURCHES

Mr. HAYNES. I appear on behalf of the race-relations department
of the Federal Council of Churches. The membership of that de-
partment is made up of appointed representatives from white and
Negro church bodies, North and South.

We wish to urge under title I, dealing with old age, under title II
dealing with allotments for dependent children, under titles III and
IV dealing with unemployment insurance and old-age annuities,
under title VII, having to (do with child health and maternal health,
and title VIII providing for allotments to local and State public-
health programs, that. there should be included in this bill a clause
or clauses to provide that there shall be no discrimination on account
of race or color in the administration of the services and benefits to
any person otherwise eligible.

We believe in the principle on which this legislation is based, that
the Government should guarantee to men, women, and children pro.
tection against the hazards and vicissitudes of life, as the President
phrases it, and we believe this should apply equitably to all persons,
irrespective of race or color. In support of our urgent request for
provs ion in this bill against such racial discrimination, I wish to
submit evidence to show that in the past the distribution and admin-
istration of Federal funds, both under the regular services furnished
by the States with the help of Federal funds as well as in the emerg-
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ency measures that have been carried out under legislation for recov.
ery, there has been repeated wide-spread and continued discrimina-
tion on account of race or color, as a result of which Negro men and
women and children did not share equitably and fairly in the benefits
accruing from the expenditures of such public funds.

In presenting this evidence, let me say first that we approach the
question with the conviction that the welfare of the Negro population
is bound up with the welfare of the whole people; that iny old-age
assistance and annuities, unemployment insurance or compensation.
any child and maternal welfare, and any health provision or other
benefits and services that do not treat Negroes on the same basis as
other persons not only does an injustice to them but retards thp
general welfare

Many of these facts and statistics apply to Southern States, not
because they are the only areas where these discriminations have
occurred but because they are where the bulk of the Negro popula-
tion is, but some of the data here presented show that they have
been wide-spread in many of the States.

Lest someone may not admit the importance of the Negro popula-
tion involved let ne point out that in 1930 Negroes comprised 9.7
percent of the total population of the United States and in 14
Southern States, leaving out West Virginia, Oklahoma, and North
Carolina, but including Delaware, Maryland, and Missouri, the per-
centage of Negroes in the total population of the respective States
ranged from 8.6 percent in Kentucky to .50.2 in Mississippi. Nine
of these Southern States have more than 25 percent of Negroes in
the total population. Included in the record I am submitting.
there are detailed tables showing the percentage of Negroes in the
total, the rural, and the urban populations of 17 States in 1930. All
of these States provide separate schools for their Negro children and
other separate State services for Negro citizens.

To make clear that discrimination and inequality of treatment is
the rule and not the exception, it may be well to cite a few facts
to show how the Negroes participate in the distribution of the public-
school funds in the States that have separate schools. In the school
year 1929--30, according to figures compiled by Mr. Fred McCuistion
of the Julius Rosenwald Fund, for every dollar which should have
been expended on the colored schools on an equitable basis in the
following States the actual amount spent was as follows: Alabama
spent 36 cents of every dollar that should have been expended:
Arkansas spent 40 cents of every dollar that should have been ex-
pended; Florida, 31 cents; Georgia, 28 cents; Louisiana, 33 cents;
Maryland, 71 cents; Missisippi, 21 cents; North Carolina, 48 cents;
Oklahoma, 79 cents- South Carolina 2-2 cents; and Texas, 45 cents,
with an average oi 37 cents out oi a dollar. I am including in
the record, complete table I compiled by Mr. McCuistion, showing
(1) the total amount actually expended on Negro schools in each
of these States; (2) the estimated additional amount which would
have been expended if they bad been treated equally; and (3) the
percentage of the total amount that should have been expended
which was actually spent on Negro schools. Table I follows:

480
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TAz-, I.-SummcrV of ezpendftures ia colored sohoof# It I Southern State.
1929.401

Percent
Stt Total oz. Additional of"-

pedd amount it penditure
basi O by No-

gros

Alabama ............................................................. $1,04524 % 111k9 06
Ar ............................................................. 1,443 06 2.41.80 .40
Florida ............................................................... 1,0 3 .090 .31
Geor&l ....................................................... 1,87.84 46 27& 14 .28
L oulina ............................................................ 2.542,23 41 0 28 4 .33
Ma r ll ............................................................ , 3, 914M1 , .71
Miss i s s ......... s................ ...... 1,58541 6. 015.099q .21
North Co ......................................... a......... . 4, 792 4.40.27 .48O k a o m . 1,587,544 4,644. .79tOkl~aho a ............................... .'V 'Y Y Z Y ' : ...... .... 1 6, 3" UZ 4 .79
S o u tharm .............. o.............a ... I,73355 4.01492 .22
Texas ................................................................. 3 t, 21 4,00, 443 .4,

Total ........................................................... a l . 461.9", 39,88,052 1.37

'Taken with alight correction in caption from McCulstion, Fred, "Fianing Scbools in the South"
p. 1, Issued by State directors of educational research In southern schools as a part of the proceedlngs of
the conference held at Peabody Collegs, Dec. &88 1930.

5Averagp.

According to data published by the Julius Rosenwald Fund
Negro public schools In 11 Southern States for which records are available re-

ceived in 1930 a total of $23,461,9M9, while the white pupils in the same States
received $216,718,221.

How this inequality works out in local areas may be illustrated
by the discrepancy between salaries for white and Negro teachers in
a typical rural county in one of the Southern States-Montgomery
County, Ala. In 1913, $14.50 per pupil went to salaries of white
teachers as compared with less than $2 per pupil for Negro teachers.
In 1931 the figures were, respectively, $28 and $4. In the words of
the compilers of these figures-
if one assumes the democratic principle of equal educational opportunity
for all children. it would appear that the South thinks that it takes seven
times as much to teach a white child as a Negro.

Under the Smith-Hughes Act Federal appropriations for voca-
tional education are given upon the condition that for each dollar
of Federal money expended the State or local community, or both,
shall expend an equal amount. The basis of allotments to each
State is as follows:

For agriculture: The allotment is in the proportion which the
State's rural population bears to the total rural population of the
Nation.

For trades, home economics, and industries: The allotment is in
the proportion which the State's urban population bears to the total
urban population of the Nation.

For teacher training: The allotment is in the proportion which
the State's total population bears to the total population of the
Nation.

'These data are taken from the booklet published by the Julius osuenwald Fund.
Chicago Ill, from statistical material assembled b the committee on finance of the
National Conference on Fundamental Problems In the Education of Negroes, called by
the U. S. Department of the Interior, through Its Office of Fducatlon and held in
Washington, D. C May 9-12, 1954.
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Under the Smith-Lever Act, providing for agricultural and home
demonstration work, each State receives funds in the proportion the
rural population of the State bears to the total rural population, to
be first equaled by a similar sum from a State or local authority or
by individual contributions.

It seems, therefore, that a fair test of the justice with which these
funds have been spent in the several States where Negroes form a
large percentage of the population, is to compare the percentage
of these fuids allotted to the States which have been spent for
Negroes with the percentage the Negroes comprise of the rural,
urban, and total populations of these States.

The inequitable distribution of these funds becomes evident by
examining the share Negroes received of the vocational funds and
the teacher-training funds in a typical fiscal year 1931-32. A com-
parison of the percentage of Negroes in the rural population, the
urban population, and the total population in 1930 with the per-
centa go of vocational funds spent for Negroes discloses that only
one of the 16 States for which figures are available spent the propor-
tion of the vocational funds equitably upon the basis of the propor-
tion of Negroes in either the rural, the urban, or the total popula-
tion of the respective States. In several of the States the gap be-
tween the percentages was wide. The expenditure of teacher-train-
ing funds in five of the same States for the fiscal year 1931-32 were
not available. Of the other 12 States, 8 spent a percentage of the
teacher-training funds for Negroes equal to or greater than the per-
centage of the Negoes in the total population, and 4 States spent
considerably less of the teacher-training funds for Negroes than
Negroes formed of the total population.

The details of these figures are brought out in the accompanying
table II.

TiAsu L.-Percent of Negroes in the popuation--rural, urban, ants total--1930;
percent spent for Negroes out of total Federal vocational and teacher-training
funds in 1931-3 in states having separate land-grant colleges and other
services for Yegroes'

Percent Negroes In popul- Percent Federal1% funds spent for
tee 'Negroes, 1931-32

State

Total Rural Urban Voca- Teacher
tonal training

Aibain ..................................... . 3&. 7 3M. a t.1 11.67 13.8
At. ............................. -23.8 2. 23 0 22.22 37.67
Delaware- ............................................ I 1&1 112 ....................
Florida .............................................. 29.4 31.2 17.7 19.1? 9.13
oeorgla ........................................... 3 ft 37.4 S3.4 19.. .....

Kanuck---------------------------86 &.0 14. 6 323-il
.9 40.8 30.9 20.76 42.02

..I.....................................1&9 17.8 1.4 18
........................................ 0.A2 524 39. 1

.....u.....................................6&2 &31 9.1 11.....
North Carolina ...................................... 29.0 2& * 3Lo4 9.23 3178
Oklahoma .......................................... 7.2 .6 &.3 11.5 16.34
South Carolina ...................................... 456 47.8 37.3 10.79 3L40
Teanessee .......................................... 3. 3 13.8 2.8 10. 60 n34
TeA .............................................. . 14.7 l&2 1&8 I.50 S7.3

,416 211 27.12 1&.10 63
6.6 6 .4 K ..........

I ftae drawn from Land-Ouant Co for Negroes by PrPrdt kon W. Diak, Wat Vi. la
Stat. Colle~ coatributlon no. $of the Doertment of Nducatioo, Apri 9t34- pp. 2V, 31, and Negro
Yew book, 193-2, Monroe N. Work, editor; Fifteenth Census. Vol i, opuILton.
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In contrast with the unfair and inequitable distribution of funds
under the Smith-Hughes and the Smith-Lever Acts which did not
have any provision against such discrimination, the experience in
the administration of the Morrill-Nelson funds created under the act
of Congress July 2, 1802 with amendments throws clear light on this
question. On August 80 1890, and on March 4 1907, this act was
amended to provide that no money should be paid out to any State or
Territory for the support and maintenance of a college where dis-
tinction of race or color of students is made in the admission of
students, but allowed the establishment and maintenance of such
colleges separately for white and colored students "if the fundsreceived in such State or Territory be equitably divided" according
to specifications set forth in the amendment of 1890. The effect of
this amendment has been to insure a fair division of these funds be-
tween white and Negro land-grant colleges in i7 States where such
separate colleges have been established.

To illustrate this fact there is shown here a table giving typical
expenditures for the white and Negro colleges in these States for
the fiscal year ending June 30, 1934. The expenditures for the pre-
ceding fiscal year were practically the same. The figures in the table
make clear that the distribution of what is known as the "Morrill-
Nelson funds" that have come from Federal sources was equitable
in the proportion that the two races formed of the total population
of the respective States. In fact, in some of the States the propor-
tion of the Federal funds allotted to Negroes slightly exceeded their
proportion of the total population in the State in 1930. One State
expended about the same amount for the colleures of the two races
although the Negro population formed less than one-third of the
total population. There has not, however, been an equitable distribu-
tion of funds from State sources.

These practices where the organic law laid down the principle of
no discrimination are in striking contrast to the practices under the
organic laws which made no such provision against discrimination in
administration. Table III, giving details, follows:
TVBLa II.-Pzpenditures (under Morrill Act, as amended Aug. 80, 1890, and

Mar. 4, 1907) for white and Negro land-grant college*, for FIscal Vear ending
June 30, 1934, compared with percentage of Negroeo in theI total population of
17 States In 19830

Ezpecditure. yTe ended
jme a3, 134 PercentNgroes

In total ;*pu-1AtHOD 1930White Negro

Alabama ............................................... $31,758 61,30 3&7
Jjkann .............................................. . 3834 K3, I38 .6
Delaware ............................................... 4000 10000 '.6
7oWId& ................................................. ODD 2,'0 9 4
Georgia ................................................ 4 333 IN 67 B& 5
Kentucky ............................................. 4%750 7.230 & 6
b01 l sn ............................................ 0,.5 19 o.9

Mik land .......................................... .. 1,500
,WI&h ppo ............................................ 11050 ,, 0 .
M s uda ~ ............................................... 2. 1W

Carolimna............................ 3A5W0 16506W 29.0
horn................................. 45120 5.000 7.2

Soutb Ctolina ................................ 35000 95000 45,4
Teaaesee.................................... .35.000 1002 IS.$
T ............................................ 7No 't 500 14.

West virgin ...................................... .00.0 9.90W & 9

'Spen ..r.n...ear...3 . MAporae foeea 13
I spent daring ywr 19M. * APprittd foc year 1933
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The full picture of what a serious handicap this unfair discrimina.
tion is to Negroes can be seen from figures showing sources of total
funds allotted from State and Federal Governments for cooperative
extension work, the total of such funds spent for Negroes, and the
estimate of what the division should have been in 1931-32. The
grand total of such funds that year was about $9,339,610. Of this
sum $4,558 449 came from Federal sources and $4,779,111 from State
sources. The total spent for Negroes was $77,995. Estimated on
the proportion of Negroes in the rural population, they should have
received $2 ,93 572 The figures giving this picture in full by States
are shown in the following tableNIV:

TAaaa IV.-Sourcea of funds allotted from State and Federal Governmenls for
cooperative and eetension work for the fiscal year ending June 30, 1983; and
a statement of the d-ii aion and use of sauch funds in behalf of ZVeros,
1931-42, in States having separate land-grant colleges, and other separate
governmental services

Estimated
amount of

Total of moneyfOr
Federal tlf5onttmrd Total from Total from Fer work which

State Federal State fnds to ershld go
funds soure to Negroes

rural par.centags In
pop aton

Alaba a .................................. 661, 9 $309, W5 S 2,333 $22,876 $2 3,M
Arkszsu .................................. 22&654 263,137 24,517 16,136 138,
Delaware ............................. 6,029 48,714 11.215 10,650 9,261
Florida ............................... 3840 152,640 213,765 27,368 114,318
Georgi .............................. 7 6.54 380,206 27,499 274,64s
Kentucky .......................... 538,10 297,800 240306 11,005 3286

uisiana ................ ........... 51 3290 232,443 084 23,265 209.32
Maryland ................................. 88,620 13,2 2,337 10, 000 6%174
M ............................. 5,391 388,050 27M,341 43,953 295,740

Ml ................... 491,160 368780 224.680 3,135 15,212
North Caroins ......................... t66,4 MM 38534 3,603 21,500 189421Oklahoma ................................. 59,496 364,71 130,705 7,92 39,302
South Carolina ............................ 465,062 264 390 2s.72 4,364 221,299
Tennessee ................................. 541.719 2K8364 24335 19,090 74737
Texas ............................. 1,32,206 537,833 O9, 372 1900 .87,395
Vrgila ................. . .... ,,41 M38 3M06 35,733 159,621
West Virginia ........... .......... 405,269 199,314 205,9 11,419 27,8&8

Total ................................ 9,339,610 4, 55,499 4,7W9,il 77,,95 2,295,,72

Figures drawn from "Land-Grant Colleres for Negroes" by President John W.
Davis, West Virginia State College; contribu,,on no. 0 of the Department of Education,
April 1934.

As an example of how protection against discrimination on account
of race or color should be provided in this economic security bill, I
cite here the section from the amendment to the Morrill Act,
approved by the Fifty-first Congress, August 30, 1890: 2

Provided, That no money shall be paid out under this act to any State or
Territory for the support and maintenance of a college where a distinction of
race or color Is made in the admission of students, but the establishment and
maintenance of such colleges separately for white and colored students shall
be held to be a compliance with the provisions of this act if the funds received
In such State or Territory be equitably divided as hereinafter set forth.

Provided, That in any State in which there has been one college established
in pursuance of the act of July 2, 1862, and also in which an educational Insti-
tution of like character has been established, or may be hereafter established,

SOriginal act, approved July 2, 1862. Cb. CXXX, Stats. L., (39th Cong.). vol. 12, pp.
503-40. Amendment, Cb. 841, ec. I, U. S. Stat.. L, vol. 26, p. 41?, approved (Slat
Cong,), Aug. 30, 1899.
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and is now aided by such State from Its own revenue, for the education of
colored students in agriculture and the mechanic arts, however iiamed or styled.
or whether or not It has received money heretofore under the act to which
this act Is an amendment, the legislature of such State may propose and report
to the Secretary of the Interior a just and equitable division of the fund to be
received under this act between one college for white student% and one Institu-
tion for colored students established as aforesaid, which shall be divided Into
two parts and paid accordingly, and thereupon such Institution for colored
students shall be entitled to the benefits of this act and subject to its provisions
as much as it would have been it it had been Included under the act of 182,
and the fulfillment of the foregoing provisions shall be taken as compliance
with the provisions In reference to separate colleges for white and colored
students.

The need for a clause in this economic security bill against racial
discrimination may be seen again in the inequalities that have arisen
in the cotton-acreage reduction as a part of the recovery program.
The pertinence of the cotton-acreage reduction experience to the
question of a clause in this bill against discrimination on account of
race and color arises because Negro share tenants and share croppers
are more largely affected than white share tenants and share crop-
pers by the cotton-acreage reduction conditions. This is clear from
the fact that in the South in 1930 there were 46 percent of tenant
farmers among all white farmers. Of.these 383381 were white
share croppers who comprised 16.4 of all white farmers; 140,112
were white cash tenants, or 6 percent of all white farmers, leaving
24.6 percent of other types of tenants among all white farmers.
Among Negro farmers there were 79.1 percent tenant farmers. Of
these 392, 897 were colored share croppers, or 44.6 of all colored
farmers; 97,920 were colored cash tenants, or 11.2 percent of all
colored farmers, leaving 23.3 percent of Negro farmers in the other
tenant class. In short, less than half of white farmers in compari-
son with about three-fourths of Negro farmers were subject to the
difficulties that have grown out of the cotton-acreage reduction.

These difficulties are set forth by no less an authority than Prof.
Calvin B. Hoover in a report to the Secretary of Agriculture made
public last year. Professor Hoover says:

Various undesirable effects and Instances of hardships to Individuals have
occurred in connection with tlhe cotton acreage reduction program. In some
cases these were due to the nature of the cotton contract Itself, sometimes to
Its misinterpretation anti sometimes to its violation.

Ho summarizes the hardhips as follows: (1) Cases in which tenant
farmers did not receive full amount specified by the 1933 cotton con-
tract; (2) the operation of the program created a motive for reducing
the number of tenants althoughh contracts had provisions against re-
ducing the number of tenmnts on farms; (3) percentage of rental pay-
ments to share tenants and share croppers in the 1934 cotton con-
tracts is less than in other contracts (tobacco and corn and hog
contracts by comparison); (4) the 1934 cotton contracts as drawn
"produced considerable confusion in the classification of types of
tenantry"

In the 1933 contracts for cotton plowed up, landlords were allowed
to sign for themselves and their tenants only after they had stained
the consent of the tenants. Checks were to be made pay-lI to the
landlord and tenant jointly unless the tenant waived his right& Dr.
Hoover says:
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In practice, the matter often worked out quite differently. In numbers of
eases landlords did not obtain the consent of their tenants before signing the
contract. They simply made no mention of having tenants who had an in-
terest In the crops. Consequently, checks for benefit payments were often
made out In the name of the landlord alone. He was thus given the oppor-
tunity to make any kind of settlement with his tenants that he wished. This
situation arose largely due to the failure of the contract to recognize the
existence of separate landlord and tenant interests.

In the 1934 cotton acreage reduction contract the division between
the landlord and the "managing share tenant" allowed 2 cents per
pound to the landlord and 22 cents per pound to the tenant. Cash
tenants received both rental and parity payments. These were quite
fair divisions. All share croppers and probably a large proportion
of Ehare tenants were not included in this first class of tenants.
Share croppers received one-half of what was called the "parity
payment ", and share tenants not classed as "managing share ten-
ants ", three-fourths.

" But", says Dr. Hoover, "the parity payments were so small in
the case of the average tenant that it is almost negligible." As it
worked out the share cropper received abqut one-half cent a pound,
while the landowner received 4 cents per pound on the estimated
amount of the cotton which would have been produced on the land
withdrawn from cultivation. On the basis of the average production
of 174 pounds of lint cotton to the acre, Dr. Hoover h uds that-
The landowtner thus receives from the Government as payment for the
acreage withdrawn from cultivation a sum of three times as great as he prob-
ably would have received as rent had there been no recovery program.

The landowner also benefitted from increased prices received for
cotton produced on acreage not withdrawn from cultivation. Profes-
sor Hoover gives estimates to show that there was somewhat of an
increase in the cash income which a share cropper received when
fairly dealt with but it was proportionately far less than that of the
landowner. "In these contracts the division of the benefit system
between landlords and tenants is a proportion of theie interest in
the crops."

It was argued that this division of rental payments in the cotton
contracts were made, says Professor Hoover, because-
Landowners could not be induced to sign the contracts If they were not given
a larger share of the rental benefits than landlords revived in other acreage-
reduction contracts; * * * that the amount per acre received in the form
of rental benefits paid by the Government was less In the case of the cotton
contract than in the case of the other acreage-reduction contracts, and that
consequently a division of these payments In the ratio of 8 to 1 was justified.

This argument by itself could only mean that the landlord was in-
duced to sign the cotton contract by an inducement obtained at the
expense of the share tenant and share cropper. In none of the con-
tracts "is there any provision for compensating hired labor for the
reduction in opportunities for employment ", or requiring the land-
lord to spread the reduced work over the same number of workers
or which prevents him from reducing the number of his hired labor
to any percent which he might desire and no provision in the contract
affecting compensation of hired labor. The temptation exists, then.
for landlords to replace tenants with day laborers since the tenants
have some rights in the contracts, while laborers do not..
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At this point I wish to urge a change in the uneinployment-com-
pensation and old-age-annuities provisions of this bill. The bill
applies to employers having four or more employees, thus prac-
tically excluding all domestic and personal servants from old-age
benefits. Further, share tenants and share croppers on farms and
plantations who are little, if any, different in their economic condi-
tion from laborers, are not covered in the bill. These features affect
a larger proportion of Negroes gainfully employed in the United
States than any other class. Of 4,692,872 Negroes gainfully em-
ployed in 1930, more than 2,000,000 were in agriculture and 1,000,000
were in domestic and personal service. More than three-fourths of
the:-e employed in agriculture were tenant farmers and nearly one-
half of these tenants were share croppers-little different from farm
laborers. These facts make clear that about three-fifths of all
Negroes gainfully employed in the United States will be excluded
by the very terms of this bill from its unemployment and old-age
benefits.

Although the seed, feed, and fertilizer loans from Federal funds
in aid of farmers in the cotton-growing areas have been discon-
tinued, there is ample testimony that abuses on a large scale did arise
during the administration of these services during the desperate
emergency of the first years of the dcpression. A reliable investi-
gator into this situation in counties of Georgia, Alabama, and Mis
sissippi reports on these feed, seed, and fertilizer loans, which were
designated to finance farriers who otherwise could not have planted
a crop. He says:

The loans have been variously administered. In a few lIack-be:t arras
tenants got and spent the loans made to them; they bought their feed, seed,
and fertilizer at cash prices and accordingly had relatively smaller debts i
the fall.

The planters, however, usually got control of their tenants' choeks through
an oral agreement between the landlord and the tenant. As a matter of fact,
the landlord virtually forces the tenant to deliver the chc.vk to him ; the land-
lord explains to the tenant that he will not waive his rent to the Governmnent-
one of the requirements for the loan-unless the tenatnt agrees to bring the
check to him when it comes. When the tenant's cheek arrives he takes it to
the landlord, and then and there either endorses It. or losing unable to write
his own name, "touches the pen ", and the landlord endorses it for him. In
some Instances, the panter has taken the money and deprsited it to his own
account, issuing cash back to the tenant as he thought the tenant needed it.
The planter usually charged 8 or 10 percent interest. Thus, the tenant Irays
double Interest- percent to ihe Government for the money awd an additional
8 or 10 percent to the planter for keeping it for him. This practice Is commn
In the upper lxtrt of the Georgia black belt. * * *

In some black-belt countries Negro landowners are not allowed to spend
the cash which they cured through loans from the Government. In one
Alabama county a merchant, who had taken over the check of a Negro who
had secured a loan, said, "You know It Is not customary for niggers to get cheeks
around here." The incident rerves to illustrate the fact that Negro owner
too, move within the plantation practices of the community.

It has been difficult to get accurate and authoritative figures on
the distribution of the Federal funds through the F. E. R. A. and
C. W. A. expended in the States where there are separate public
facilities for white and Negro people. The figures of expenditure
for one State (Georgia) and cases from northern industrial centers

1r .Arthur Raper. research and 1e14 secretary of the Commnisslon on laterracilsj
Cooperation In "Econormic Statu. of the Negro . report prepared by Charles S. John-
son. for the curmOitre on findings of the Conference of Economic Status of the Negre
In Wishbngton. I,. (!.. May 11-13. 1033, under sponsorship of Julius Uosensald Fund.
pp. '2f-2.
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are probably indicative of a number of others. These figures and
the cases from cities are used because they are available rather than
because they are worse than elsewhere. I believe they are typical.
The Federal funds through both F. E. R. A. and C. W. A., devoted
to educational purposes in Georgia in 1933-34 and expended for addi-
tions and repairs on school buildings and improvement of school
grounds totaled $3,066,362.31. Of this amount $379,677.44 or about
24 percent was devoted to Negro schoolhouses and school grounds

although the N¢egroes comprise 36.8 percent of the State's total popu-
lation.

The total sum expended through the F. E. R. A. was $529,588.58.
Of this amount only $2,932.57, about 5.3 percent, was used on Negro
schoolhouses and school grounds. The total amount spent through
the C. W. A., $2,536,773.73, and of this amount only $351,744.87, about
13.9 percent was spent on the Negro schoolhouses and school grounds.
This expenditure for Negro schools by the C. IV. A., however, is not
as significant as even this share sounds because $240,851.27 or about
90 percent of the amount spent on Negro schools and school grounds
was used in Atlanta and Fulton County where Negroes have the best
schools and school grounds in the State, and leaving only about 10
percent for all of the other counties and towns of the State.

Out of the Federal funds devoted to educational purposes in that
State in 1934, there was spent for lengthening school terms in the
spring of 1934, $1,601,995.79. Of th.is amount, Negro schools re-
ceived $211,383.94, or about 13.2 percent. There was also an addi-
tional so-called " emergency program running from November 1933
through June 1934. For this there was an expenditure of $313,523.59.
of which sum $52,671.96, or about 16.8 percent, was spent among
Negroes. Of the total expenditures of Federal funds for emergency
purposes in that State in 1933-34 to the total of $5,061,796.92, only
$462,660.99, or about 12.7 percent was spent on Negroes.

In a northern industrial city ?Chicago Ill.) to which Negroes in
iarge numbers were attracted by labor demands during the World
War, last year there were reported 25 public school-building projects
under way made possible by Federal funds. Negro mechanics were
excluded from work on these buildings. Violence occurred when
Negro workmen undertook to picket one large public high-school
building under construction in a neighborhood of predominently
Negro residents and where pupils of this high school were nearly all
Negroes. Other undisputed cases were reported from this city and
another city of exclusion of Negro mechanics from public-works
projects because they did not possess union cards of an American
Federation of Labor, local union in spite of the fact that Negroes
were not allowed to loin these unions. In a midwestern city, Negro
citizens had to organize and protest to the local C. W. A, administra-
tion before Negro painters were transferred from unskilled jobs to
work of painting the Negro public-school buildings.

There will' be need also for provision in this economic-security bill
against discrimination on account of race or color in some cases
where the administration is not left to the States. There is some
data showing discrimination in public works where contracts have
been let to private contractors by the Federal Government. For

488
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ample, investigations in the labor camps of the Misssisippi River
flood-coitrol operations show conclusive evidence of abuses and ex-
ploitation of Negro workers in excessively long hours, low wages,
overcharging for supplies through a commissary systepi, physical
violence in some cases and unsanitary, ov&crowded living conditions.
It is also an admitted fact that in the building of Boulder Dam in
Colorado contracts were made which so bound the Federal Govern-
ment that an official of the Departmeht of Interior, in replying to
protests against admitted exclusion of Negro workers from empioy.
ment on tie project, stated that the Government" was without juris-
diction, and as long as the contractor complies with all the laws and
provisions of its contract, we cannot intervene." Had there been
such a clause against rac in the law providing for
the Boulder Dam r e contractor havie had to conform.

The foregoi cts and statements are suc s to convince anysoc eocnic
op en-minded son that there is need for some c se or clauses in

economic security bill tpr discrimination on account of
race or cola so that Fe 1 an S dministrat will be re-
quired o e that re t ti ar made nd carried t to insure
equitabi reatme R1 respe iv race r color. It is clear
that Jvh re such pve put in e organic law they
have b n effective in ne Yn r 8 i cinamtion1  nd that
where ey have not been air and suitable
distri tion of ds an her nfit ye be n ivide-s and
contin ously pr in at

Inc inclusion how o point u e of t e specific ovisions
under e sever tiles e e o i urity bill whic. could be
readily sed for 'ser ino in rsons on o nt of
race or color. are e p o who ay hap n in the
adminis tion of this legis Un er tit su ion 4(e)
a plan to old-age assi e offe d b S author must ftr-
nish rassi nce at le at e rovide, en added to
the income the aged rem a reasona le subs nce compati.
ble with deco and health." In many com cities there is a
prevailing idea t Negro pe-sons can have a, reasonable sub
sisteiie on less in~ than white In States and com-
munities, Notth and Sou I izens have had to contend
strenuously against this notion being made a basis for lower wage
rates in the N R. A. codes, for lower standards for Negroes in relief
budgets, and other measures. This idea would very probably be
widely used to give less assistance to aged Negroes than to aged
whites.

Under title II, subsection 204 (c) the same standard of reasonable
subsistence compatible with decency and health is involved in the
approval of State plans for the aid of dependent children. T rhe lack
of consideration for the Negro child in nearly all of the Southern
States and in many of the large northern urban communities is gen-
erally known and admitted and as one may readily prove from the
reports of the President'A White House (oAference on Child Health
and Protection.

XUiler title II, section 301 there is no minimum for wages upon
which the earniiigs taxes shull be based. It' is contnonly accepted

- 't
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knowledge that the wages of Negro workers are frequently lower
than those of white workers in the same plant and on the same jobs
or in the same occupations. Wherever there is this discrimination
in wages on account of race or color, this bill should provide an
equalization of the percentage of, the tax to be paid by the employee
so that, the employer Will be required to pay a larger percentage of
the tax.

Under title IV, section 403, it is proposed that the appropriations
of specified aums be made from the Federal Treasury. Of which
sums 98 percent is to be apportioned by the Social Insurance Board
among the States. Unless this bill requires the distribution of bene-

•fits irrespective of race or color there is grave danger that in the
regulations governing eligibility and other conditions for receiving
benefits, unfair practices against Negro aged will arise.

Under title VII, subsection 701 (a) allotments of Federal funds
are provided for "furthering and strengthening State and local
health services to mothers and children, extending maternity nurs-
ing services in counties predominantly rural, and conducting spe-
cial demonstration and research in maternal care and other aspects
of maternal and child health service." In view of the evidence pre-
sented above it is clear that specific provision is needed to insure
equitable use of these funds and a fair distribution of benefits from
their expenditure to Negro mothers and children.

Under title VIII, section 802, such a clause against racial dis-
crimination is needed to insure equitable expenditure of funds for
public-health services to Negroes in States where there are separate
services provided, and in States where there are no separate service
arrangements to insure that doctors dentists, nurses, and lay workers
shall have full opportunity to qualify for such service irrespective
of race or color.

The administration both State and Federal to be set up by this
proposed law will employ a large number of officials, clerks, stenog-
raphers and other employees. Because of wide-spread and continu-
ous exclusion of Negroes from employment in such public service,
both State and Federal, North and South, we urge a general clause
in this bill providing that no person otherwise eligible shall be
excluded on account of race or color from admission to public office
or employment in any of the administrative personnel employed to
carr out the provisions of this act..

We do not believe that this protection against racial discrimination
should be left to the will or discretion of any administrator because
the evidence here presented shows clearly that where this has been
done the law has been applied and administered by public authorities
so inequitably that wide-spread, unjust and illegal discrimination
between persons has been thn result.

On behalf of the department of race relations of the Federal
Council of Churches, therefore, I urge upon your committee that
under titles I, II, III, IV, VII, and VIII, there be some clause or
clauses which will require as a part of plans to be submitted by a
State for approval of the Federal -administration that there shall
be provisions against discrimination on account of race or color. In
the case of allotments of Federal funds to the States called for by
any provisions of this bill there should be a clause or clauses against
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racial discrimination to the effect that no money shall be paid out to
any State or Territory for the support or maintenance of any such
plan, program, service, or benefit unless it shall first be shown that
such State or Territorial authority will so distribute the funds that
the benefits shall be offered to eligible persons irrespective of race or
color.

We have not tried, Mr. Chairman, to specify just how this will
be put in, whether in a general clause or several clauses. We leave
that to the gentlemen of the committee, but believe that if you will
give fair consideration to how these laws have operated in the past
and to the fact that today, because of many of these exclusions,
you have a larger percentage of Negroes on relief rolls-according
to the report of the Federal Emergency Relief Administration-
twice the proportion on the relief rolls that they do to the total pop.
elation. In many States it is even higher than that, so that it has
been said unless something is done for more equitable distribution of
these recovery measures and of reforms that you will have a Negro
relief problem in the United States quite as'large if not larger in
proportion than the urban, rural, or other phases of the relief
problem.

Thank you.
The C1AIRMfA. Are there any persons on the calendar this morn-

ing who can finish within about 5 minutes and who can elaborate
by putting their statements in the recordI

(No response.)
The CIIAIR3f AX. Very well then; Dr. Epstein, will you proceed ?

STATEMENT OF ABRAHAM EPSTEIN. REPRESENTING THE AMERI-
CAN ASSOCIATION FOR SOCIAL SECURITY.-Continued

Senator KINo. Before you start, Doctor, I think you mentioned
it yesterday during your discussion; and I wish you would point out
the advantages, if there are any, of putting all of these activities into
one bill, under one heading, or separating it; or if it would not be
better for us to separate this bill into a number of parts and pass eachpart separately.par. Eamra . I think it is a more really pragmatic or political

question than anything else. I think the only reason for putting it in
an omnibus bill is the fear that you may not pass it all if it is split
up. There is no positive reason for any other explanation. We
might as well be frank. If you could assure us that nothing will be
endangered, I do not think anyone would object to splitting it up.
The idea is merely that if it is split up, some of the committees may
disagree and you may pass on one thing and not the others, or none
at all.

Senator KiNG. By joining it all in one bill, you force us to take
the whole dose.

Mr. EpsTFzn. I do not think it is fair to put it that way; but as I
said yesterday, I personally favor even taking the risk with Con.
gress, of the splitting up of the bill in the beginning; I favored that.
I am not now because Ido not want to take an opposite stand from
the administration if the administration thinks this is the way it
should be done. I thought it would have been safer and better from
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the point of view of clear thinking to have each one in separate bills,
because it is almost impossible, I 'frankly confess, to have your com-
mittee in the 2 or 3 weeks of hearings which you hold to really have
a complete comprehension of the ramifications of each particular
phase of this bill. They are tremendously significant issues; issues
that will mean a great deal for this country 25 or 30 years from now.

Senator Ki -o. The last witness presented a phase of it that is
quite significant, did he not-the so-called "racial discrimination"
or the possibility of it?

Mr. EnTm. There is that, and there are all kinds of issues which
are terrifically important. As I said yesterday, and I reiterate it,
much as I desire haste-and I do not think anyone in this country
can accuse me of not wanting to see this legislation adopted as
quickly as possible, because I have been striving for it for 20 years-

certainly would not urge you to push a bill through at the expense
of careful consideration anl clear thinking. I know that in social
legislation, in particular, the success of a law depends very much
more on the proper kind of administration and clear conception in
the bill than it does in just putting it on the statute books.

The CHAIRMAw. That is a matter of procedure which we have to
determine. The House will probably report out this bill very early,
and they are going to pass it over therein an omnibus bill, and we
have to handle it in some way; we will have to determine that matter
at some future time.

Mr. EPSTEIN. It is up to the committee, as I said. I certainly
would not want to commit myself on that now.

The CHAlRMAN. You were discussing yesterday when you closed,
I think, the unemployment insurance features.

Mr. EPSTEIN. Yes, Mr. Chairman. I would like to just very
briefly summarize yesterday's points and then if I will be permitted,
to discuss with you the old-age phase, on wiich I have something
to say.

As I said, the chief purpose as I see it, of any unemployment in-
surance is a plan whereby the unemployed will be helped as much
as possible. It should be a plan that would act as a bulwark in im-
mediate relief to a worker who becomes unemployed through no
fault of his own.

In lieu of the fact that we cannot put a thoroughly national
scheme into effect, which would be the ideal, we should at least
strive to devise a system that, while it retains the Federal-State
methods of our form of government, nevertheless allows for a fun-
damental base upon which a national plan-not a national plan in
its political sense-but a plan which would be nationally as uni-
form and as fair as can be made. That should be the clief pur-
pose, and from these two aims the present provisions do not meet
these basic aims.

I state that the present provisions will not, first of all, offer a
real inducement to the States to enact this legislation, because there
is nothing that the State itself can benefit very much from outside of
the employers. The employers in the particular State would benefit
by the fact that if another tax is put on them, they will get relief
from this one tax; but there is no necessity for them to ask for any
other tax. Why should they be foolish enough to ask for the relief
from one tax and then get'another?
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Furthermore, I cannot even foresee why employers should neces-
sarily want to have a State tax for unemployment insurance or
,benefits and see if that is going to be a real help to them, because
they will say, " So long as we o not have a State system, which we
may never be able to control and which may require even 3 or 4
or 5 percent, we would rather pay this 3 percent to the Federal Gov-
ernment."

They will meet the contention that the Federal Government might
use it for some other purpose by saying: " Well and good, then the
Federal Government will not need my money for these other pur-
poses, and then our income tax and other taxes will be reduced."

Why should anyone paying this particular tax be so keen in get-
ting another tax so as to relieve himself of this tax? The whole
mechanism is almost fantastic in its conception and in its general
basis.

I am not going to dwell longer upon the notion that it is first of
all an undemocratic thing, because our chief appeal is to the em-
ployers; and, secondly, that it is also unrealistic, because it fails
to recognize that American employers (and I think I understand
the psychology because I have had to fight them in the legislatures
for a great many years), have something which most people do not
realize, and that is an idealology. Whether we like it or do not
like it, American employers have a definite idealology that they
have made their money because God was good to them or God loves
them, and God loves them because they were good, and the man
that is poor is no good because God does not love him and God does
not help him because he is no good, and so forth and so on. They
have an idealology where they will rather spend money if they have
to on something and spend twice as much or three times as much
rather than transgress those holy principles which they consider
sacred, and among the principles which they consider sacred is not
to do anything governmentally for the poor fellow.

I mean that that is an ideological principle. It is not so much
because they are tight that they don't want to spend money, but be-
cause of the definite conception that the country will go to the devil
if workers are given security, in unemployment-insurance laws, or
old-age-pension laws, or if any of these lAws are adopted. I have
known innumerable cases whire employers were willing to spend
hundreds of thousands of dollars of their own money rather than to
see the Government do it where it could be on a cheaper basis. So
that to expect that our American employers will all of a spdden see
business advanced and will rush into legislature and demand such
legislation so as to overcome this tax is something that I know, at
least from my own experience, will not materialize, and I have not
got. much hope in that respect.

I want to raise one more point that I think is terribly significant.
Under this bill the demand is made that no State act can be approved
unless the money collected in that particular State is turned over to
the Federal Treasury. That by the way, has several aspects. One is.
I do not know whether it is constitutional. I do not want to come
here and give you constitutional opinions, but I do know that some
States will prohibit such a turn-over of the money. I do know that
politically, from my point of view at least and from a desire to get
unemployment-inturance legislation, this. will handicap our work
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terrifically. I frankly cannot want to add to all of the troubles that
we have already had in trying to arouse States to enact unemploy-
went insurance, to add another trouble by going to Republican legis-
latures, let us say, or Republican governors and saying "Turn over
all the money thatyou collect in your State for safe investment with
a Democratic administration." And 2 years from now I may have
the same experience with Democratic governors and Democratic leg-
islatures that are asked to turn it over to a Republican administra-
tion. [Laughter.]

Frankly, think we have had enough troubles of our own on this
thing without that. Why give us extra trouble?

Let me tell you as to how this whole idea came about, and again I
must agree with you that it came from some of our college pro-
fesors, and they can do more damage than good, a lot of them.

Senator IC1 o. We agree with that view.
Mr. ErsTm.x. I knew you would agree with that, Senator.

[Laughter.]
The whole idea originated-you see, this fear, this idea that it

must be deposited with the Federal Government, is due to the fact
that the conception has been put over in this country for the last
2 or 3 years by college professors especially, that if we start building
this unemployment insurance under this sort of a bill, we are going
to have 10 years or 12 years of prosperity, and then we are going to
have such terrific amount of funds that if the States keep those
funds, they will start reselling those funds.

I want to say that the whole thing is an hallucination of some
college professors. My fear, and it is the fear of every intelligent
student of the problem, and the experience in Europe has shown it,
is that we will never have enough money to pay out the benefits
that will be needed each year, let alone building a fund. England
has been building funds ever since 1912. It has had to borrow
money each time. Germany had to borrow money, and every coun-
try on earth had to borrow money, and all of a sudden we are wor-
ried about the 20 billions of dollars that we are going to have,
perhaps some day, when we have not even raised a nickel so far
toward that fund.

Senator KINo. How could they feel that there is going to be such
a large amount when it is conceded, as I read the report and the-
testimony up to date, that within 2 years or so, the charges annually
upon the Federal Government will be $1,500,000,000 or $1,600,000,000.

Mr. EpsTEIN. That is in regard to the old age.
Sen ator'Kixo. And in this, it will be a verylarge amount tooI
Mr. EPSTmN. Exactly. The whole calculation is based-, as I said,,

on an hallucination which is created, by a few college professors,
that we are going to have 10 years of prosperity, and when we have
10 years of prosperity and no unemployment, and all of us keep on
paying 3 percent into the Treasury, we are going to have these funds,
these unemployment funds, and God knows what will happen when
another depression comes and we start selling the bonds.

I say that we are not going to have 10 years of prosperity, we
will be darned lucky if in the next 25 years we raise enough money
each year through this thing to meet the obligations of that year.
So let us not worry about something that will never come to pass.
You can almost rest assured on that.
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What is the danger? You know it from your legislative experi-
ence. What happens when you see a fund somewhere lying around,
say $100,000,000 in any governmental bureau? Every one of you
introduces a bill immediately to grab that money. Isn't that sot[Laughter.]

IAndyousay, "LeTt 11s reduce those contributions." What have you
done with the civil-service retirement fund? Have you ever per-
mitted it to have too much money? You owe money to the civil-
service retirement fund now and I don't know if you ever paid back
your debt to it. Congress has been borrowing from that fund all
the time.

Senator 2KiNo. May I interrupt you for a moment with a question?
It was contended by a number of the proponents of the civil-service
pension that the contribution made by the employees would meet
substantially the charges upon the fund.

Mr. EPsTEIN. Exactly.
Senator KINo. And some were induced to vote for that pension or

retirement measure upon the theory that the obligation of the
Federal Government would be infinitesimally small because of the
large contribution which was proposed would be paid by the Federal
employees.

Mr. EPsTFJN. Some day it will, Senator, but not yet. But the
point I am making is, that there is never any danger under our
governmental system, or for that matter of any European country,
of some big fund going around without some legislature or Congress
trying to get it before it is accumulated. The problem will always
be, how are we going to keep any fund from being taken over for
other things? So I am not worried. And by that particular feature
you are making it more difficult to enact legislation.

Senator KIaG. Would you leave the funds with the States?
Mr. EPsTIN. I would. I would trust New York or Pennsylvania

with $30,000,000 or $40,000,000. A State like yours would probably
never have more than $1,000,000 or $2,000,000 if it ever gets that
much.

Senator KING. You forget our resources.
Mr. ErsrmN. Exactly. That is why I trust you. I would trust

you though even with $3,000,000 or $4,000,000. [Laughter.J
Another point I would like to make, which a number of witnesses

have already made to you, is that the provisions in this bill, the
rates of contributions should be set up in accordance with the index
of employment. I don't know what earthly reason there is for that
thing except merely probably just as a compromise to get it easy at
the beginning, but essentially it is just fantastic. We need unem-
ployment insurance when there is unemployment. The people that
are employed today may be unemployed six months from now, and
we need to care for them 6 months from now. Let us start when
we need it most, and let us not provide for the times when we won't
need it. So let us not have any index relationship at all. Congress
should pass this bill at this time, and industry can afford to pay
8 percent.

Senator KINo. I would like to ask you a question. Would youa-
prove of the Ohio or of the Wisconsin system? Which system do
you prefer of those two?11
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Mr. EPsTEIN. I fought many years against any suggestions of the,
Wisconsin idea as not being worth even the paper that it is written
on. I am absolutely opposed (and we are fighting in every State in
the Union) to any such plan ever being put over in any other State,
and I hope it never will. I think Wisconsin was the first and the
last to ever adopt that kind of a plan, and in a year from now people
will discover that it is nothing but a paper scheme and it will be
even less talked about than the little that it is talked about now.
But under the plan that I am suggesting you would not even require
that thing. You would have a complete Federal fund. You would
meet all of the requirements that the President wants, the complete
Federal control of the fund, the 3-percent tax that you would raise,
you would have complete State administration you would have the
complete relationship of the Federal and State 6 overnments-the old
traditional matter of the subsidy. But if you did not want that plan
and insist on some State plan in addition, you should certainly, at
least to my mind demand as one of the prime conditions of a bill
that the fund in that particular State should be a pooled State fund
of all employers in that State. If you are going to permit, as you
6-o in Wisconsin, workers to depend only on the fund of their own
r-articular company, you are not establishing unemployment insur-
nce. You are after some panacea to segregate the good from the bad
employer. To my mind, there are no good employers or bad em-
ployers. A good employer from this standpoint, is merely a man
who is iortunate enough to be in a public utility, and the people need
that thing, so he is able to give stable employment. And tle bad
employer is the man in the automobile industry, because you just do
not buy cars except in certain seasons, and most of us cannot afford
even that. That is not his fault. Or as it is in the steel industry.
So that it is not a question of blessing the good employers and blaming
the bad employers. Unemployment insurance is a matter of trying to
form an insurance pool whereby the good and the bad risks are put
together to help the worse people. That is what insurance is for.

To put in the Wisconsin plan would be on a parallel with your
saving to a man, "Instead of taking out an insurance policy for
your wife and paying $25 now put your $25 in the bank or under
the mattress and every 3 months you lay aside $25 and maybe you
will live to be a hundred years old and your wife will have a nice
pile of money." That would be all right if lie lives to be a hundred
and the bank is safe and the mattress is never burned. But suppiuse
something happens. After he put the first $25 in, lie dies and the
mattress is burned, so that when lie dies his wife has nothing, or at
most $25. None of you here would say that you would be a good
adviser to tell us to do that. You would say, "Put it into an in-
surance company with a pooled fund, and no matter what happens,
all you have to do is to die for it and your wife gets the $5,000 after
you have made a $25 premium payment." That is exactly the same
with unemployment insurance. If you tie up each worker with
a particular company only you are not providing him with insur-
ance, you are providing him with the possibility that "if there is no
unemployment "--I call it an "If and maybe scheme." What you
say tohim is simply this,-you say to a worker, "If you work with
a good company, if you have no unemployment, and the company
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has no unemployment, and if a lot of money is accumulated in that
company's fund; then everybody has $75, and if your company stays
in business all this time to accumulate that money, and if nobody
else has been thrown out of a job for you so he could eat up the
fund, then maybe you will get some money." That is exactly what
that plan is and we cannot afford to encourage nationally such
systems which have actually never been adopted by anybody in the
entire history of the discussion of this subject. It is something that
came about all of a sudden without thinking, without reflection,
and fortunately it is dying just as quickly as it has risen up.

To illustrate: Just about 2 or 3 years ago-
Senator Kixo (interposing). Pardon me. As I understand there

are three plans which have been suggested by various proponents of
this form of insurance; first, where the Federal Government pays it
all, that is through a Federal tax upon employers.

Mr. EPsTEIN. Yes, sir.
Senator KIxo. Secondly, where the employer makes contributions;

and third, where the employer, the employee and the State add to
the funds in a certain proportion or in a certain way.

Mr. EPSTEIN. You are right, Senator, but that deals more with the
State plan. You see, it all depends upon what you want to do.
Your first consideration now is the kind of a national plan that
will cooperate with State plans.

Senator Kixo. Pardon me; I may not have understood your posi-
tion. Then your view as you have been speaking, you have not
advocated the prevention or rather the elimination of the State in
making contributions?

Mr. EPSTEIN. I would not. I am offering a plan that has been
suggested by the advisory committee, most of the experts and most
of us who have studied the problem. We suggest the simplest pos.
sible plan. For the present, this is our suggestion to you: You take
the present bill and all you do is to amend the present title on
unemployment insurance, and you put something like this in: You
set up the excise tax of 3 percent on all employers. You can make
it more if you want to. Personally I do not even object to start-
ing with a small percentage on the workers. I disagree in that re-
spect with labor for a number of reasons. I feel it would give us
a better fund, it gives a little different psychology, it is a worth.
while thing,_but for the moment, let us not discuss that part.

Senator KiNo. Labor has favored the contribution by labor, has
it not?

Mr. EPsTEIN. Not the American Federation. The federation is op-
posed to it. A lot of State federations of labor are in favoi of that
thing.Senator KiNo. Ohio is is it not?

Mr. EpsfrIN. Ohioi, Illinois, Massachusetts, Pennsylvania, and
certain other State federations are in favor of it. But they are pretty
well split. But that is off the path. IRere is the plan that we sug.
gest to you at present: As an amendment to this bill, you setup
the excise tax the same as it is in this bill, that is of 3 percent, We
have a few minor suggestions on that, but I will speak of those later.
Then you say in the same bill to a State legislature or to the governor
or to the people, "You adopt an unemployment insurance bill plan,
more or less adequate. By that I mean, you set up a certain rea-
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sonable standard. I cannot ask for absolute standards, because as
you pointed out yesterday, our Nation is a big Nation and there are
varieties of problems in the various States, but certain minimum
standards. For instance, one of the standards I should say in any
decent unemployment insurance bill would be that benefits are given
for at least 20 weeks if we have the money. If we do not have the
money, 16 weeks is the least, but I should say it is really not worth
doing in any way unless you have at least that much. I should say
that you establish a certain minimum of wages, a certain minimum of
benefits, and so forth. And then you say to a State, "Now, if you
set up this machinery through the unemployment insurance offices,
the same machinery as is set up here and you administer this thingwith the same machinery pretty muc, we will return to you, to the
governor, to the State, if you appoint the proper officials; we will
return to you the money we collect in your State, the 3 percent or
the 4 percent or whatever the premium may be., We will turn it
over to you and you administer it to your unemployed on the properstandards."

You see what you are doing. First., you eliminate one set of taxing
systems. Under the present bill the State is required to set up another
tax system in addition to the Federal tax system.

Senator Kio. Suppose the 3 percent were inadequate to meet a
reasonable unemployment system, then you would expect the State or
the employers within the State, or both, would supplement the Federal
subsidy?

Mr. EpsmN. Exactly. You have several things, Senator King, in
there that might happen. I say for the present I would not urge
Congress to set more than 3 percent. I believe that is a logical figure.
But suppose some day Congress gets rich and you do set up some
additional income-tax provisions in this country-

Senator Kiso (interposing). How can it get rich when we have
debts now of nearly forty billion and deficits of five to seven billion?

Mr. EPSTr.N. Some day maybe you will. Maybe you will wipe it
all out or do something, or maybe you will get a decent income tax,
or you will feel so rich that you really ought to give the unemploy-
ment benefits for even 26 weeks or even 40 weeks. Then you can
increase it. Or even now the State can do that, as you see, under this
pIan I am speaking of, because you say," We will require you to at
least provide 16 weeks of benefits under the 3 percent." Now you say
to a State, "You can add to that any number of weeks you want;
you can make it 26 weeks or 50 weeks; we are not particular, as a
matter of fact, how you raise the money, either. You may raise it on
a small tax #-n employees; you may raise it on an extra tax on em-
ployers; or you may raise it through income tax; it does not make anydifference.""

Personally I am more in favor of a large slice of that money coming
from income taxes than from other sources. Not, however, because,
as Professor Hanson said yesterday, you don't know what happens to
the excise tax. I think we all know very well that a tax on industry
is:esntially a tax upon'the consumer ultimately. Some industries
do not succeed in passing it on, but essentially that is what it is.
'You see, the simplicity of this system gives you a chance of really

building something sound and fundamental upon which you can con-
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stantly improve, and you have something that is national in scope.
You can establish uniformity, you can establish something that may
really become a national system without violating our traditions or
our form of government in the relationship of the Federal Govern-
ment to the States.

Senator KINO. The suggestion has been made that because of the
depression and the rather prostrate condition of industry general
throughout the United States that it might be better to start in with
a 2 percent excise tax, hoping that thereby the States might be induced
to make larger contributions, whereas if we start in with 3 percent,
you lay a little heavier burden on industry, and secondly, if the fund
was reasonably large, it would discourage the States from making
any contributions either directly or putting a tax on labor.

Mr. Epsrmw. I can see that point very well, and I know the pres-
sure upon you for that thing, but I personally would say that 3 per-
cent of the pay roll of the insured workers is not really a heavy tax,
because, remember, the wages constitute only about 40 or 50 percent
of the total cost of production. This tax should not be levied and
will not be levied, of course, on the whole cost of the pay roll; it is
only on the insured employees, which is a minor thing. In other
words, the total cost on the production will probably amount to very
little, probably less than 1 percent, which is not a terribly burdensome
thing on industry as a whole.

Senator KING. I do not quite understand you, if you will pardon me.
Mr. EpsTx. You are levying 3 percent on the wages. The em-

ployers' contention will be, of course, that this is too heavy a burden
upon industry. He will say that now in a depression he cannot raise
the prices that much. The answer to that is simply this: That what
does the pay roll in his case amount to in -roportion to his total over-
head cost? Not more than 40 or 50 percent, and in most industries it
is not that much.

Senator KiNG. Would that be true in the automobile industry?
For instance, Mr. Ford's plants? I do not want to distinguish his
plant from any other, but merely as a matter of illustration.

Mir. EPrT. I think so. There is labor also in material and so
forth, but nevertheless I do not think it is fair to say that the whole
thing amounts to 50 or 60 percent, and I would go one step further.
You are levying that tax of 3 percent on employees earning under
$2,500 a year. By the way, it is not here in this bill, which you
must correct. That is one of the many errors in this bill, but there
is practically no limit here as to who comes in under this unemploy-
ment insurance. The way we read it (and I have had several people
check on' it) you would have to get a couple of Philadelphia lawyers
to figure it all out, but we cannot find any limits, for instance, in this
bill on the unemployment insured. Under this bill it seems that
executives of $100,000 a year would still have to pay the tax. Yet
no bill ever contemplates that they should get any benefit. You cannot
in all fairness when you charge a pay-roll tax charge any tax on
any of the pay roll except the pay rol of the insured workers. I sup-
ose the intention was to limit it to $2,500 a year. But it is not in thebin.

Senator KINO. Of course, the tax is levied on the entire pay roll-
Mr. EpsmTrn. Which is unfair.

/
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. Senator KINo. You say it is unfair to levy the tax upon all the
employees?

Mr. EpSEIN. If they are not getting any benefits. Why in all
fairness-if it is an income tax it is a different story, but it is not fair
to levy a tax on a $5,000-ayear man, and you are going to tax him
3 percent and exclude him from benefits. Remember that in the bill
in the States where we have presented it, no bill that has ever
been drafted to my knowledge has ever proposed to give benefits to
persons earning $3,000 a year or more. It would not be fair.

Senator KINo. You think the bill ought to be amended, fixing a
maximum that might receive the benefitsI

Mr. EsTr;N. Exactly.
Senator KINo. What would you fix it at? $2,500?
Mr. EPswEIN. I should say $2,500 or $3,000. Three thousand would

be my preference, but $2,500 is a fair sum, and since they fixed on the
old age $2,500, I suppose that it was what they intended with unem-
ployment insurance, but just forgot to put it in. It is not there, at
east I cannot find it.

Senator KINo. Let me ask you a question. If you tax the whole
pay roll including the man, of course, who might get $5,000, using

our illustration and the plant is shut down for some period and he
is thrown out"of employment, if he pays his 3 percent, that is, his
annual salary is a part of the 3 percent, why should he not get some
benefit from the unemployment insurance?

Mr. EPsTmN. That is the other story. If it is the intention of
Congress or of the Committee-and I have never known that that
was the intention-that really every salaried worker, every possible
person should be included in this thing, then I say it is all right in
principle, except that yolt are running into a number of difficult
administrative problems. Suppose you said in your bill you are
going to take the $10,000-a-year man, tax him the 3 percent, and
he will pay that. Then your State bill will have to say somewhere
that you cannot pay benefits at the maximum of 50 percent of wages.
That is fair, isn t it? We agreed yesterday that you could not pay
the full wages. Well, now, you could not pay $5,000 a year to that
man. That is obvious, isn't it? You would not want to. So you
will set the sum of $15 maximum. You say 50 percent of the wages
up to $15 or $20 a week maximum. Essentially that is no insurance
protection for a $10,000.a-year man. In other words, it is far from
-a sial point of view, and I think that is the main thing we ought
to take into consideration; that we are not trying to solve all of the
world's problems. It is fair to say that a man who earned over
$3,000 a year is usually a salaried worker who is not thrown out so
much. that he has a few savings, he has had certain standards, and
he probably can cope a little bit with the conditions. He may get
into poverty too, that is true, but it, is not the function of the Gov-

,ernment to assume the problems of every person in this country.
You say that you do know that people who earn under $2,000 a year
.cannotpossibly lay uP enough for their unemployment, and you do
know that voluntarily they are not going to protect themselves.
Therefore you have a right as a governmental force to compel con-
-tributions to distribute the burden. Af* r that it seems to me you are
relieved from the chief burden and Jou should not try to undertake
too much. You see, with the i10,000 man, if you offered him $15 a
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week benefit, it is purposeless. and you certainly should not tax him
if you are not. going to give him benefits. By the way, every country
on earth pays at least that much. They do not tax people that do not
come in under the insurance benefits. They are always limited to
certain maximum earnings.

Senator KiNG. In Great Britain what is the salary?
Mr. ErswrNi. About $800 a year; something like that.
Senator KINo. And above that they do not tax them?
Mr. EpSTE N. Above that they do not tax them and they do not

benefit.
Senator KNG. And they do not give them any benefits for unem-

ployment?
Mr. EPSTEI-. That is right.
Senator KING. How is it in Belgium, France and in Germany?
Mr. EPSTeiN. In Germany it is pretty much the same thing, but

with a different maximum wage. I just do not recall the exact
figures, but something like that. In Belgium it is a voluntary sys-
tem, so it is somewhat different and it is based also there on such rates.

Senator KiNo. The theory of unemployment insurance, as I under-
stand your view, the aim is to care for the large number of workers
whose compensation is small and who cannot care for themselvesI

Mr. EPsTmiN. Exactly. If you want all of a sudden to become so
paternal that you are going to worry about every person in this coun-
try, you have a terrible job ahead of you; you just cannot fight it off.
Certain problems you will not be able to meet even with the best bill
on earth; but I have said that you can meet 60 or 70 percent of this
unemployment problem by this kind of a step, and that is a wonderful
step to take even though we never reach perfection. Sixty or seventy
percent of the problems solved or met adequately is a darn good piece
of work, and you should be satisfied with it, and that is all we can
expect.

I would also suggest that you strike out some of the sections on
pages 47 and 48. Frankly, flr-t I cannot understand them and I do
not think any administrator would be able to understand them. That
is the dealings with the reserves, and so forth. I would urge that if
possible the whole thing be stricken out also, because that is the very
thing that is going to get you into all kinds of troubles. You are
trying to provide there all kinds of schemes on a national basis to
save a few of the miserable Vlans, or rather the different plans, that
have been established in Wisconsin. It cannot be done. There is
only one important principle that your committee should consider,
to my mind, and that is this: Is it right, is it fair, for any unemploy-
ment insurance plan to establish a merit-rating system some day
which will relieve employers who stabilize, to get them a reduced
rate?

That is a fair question. Personally I do not believe any employer
is entitled to any merit'rating in case of unemployment insurance,
because no employer is responsible either for his employment or un-
employment, Hie is either lucky or he is not lucky. It is the social
and economic forces which cause one industry to be shut down and
another industry to blossom. The employer himself is not so im-
portant as to what he does; it is the social and economic forces
which lie beyond him. So if a man is lucky enough to be in an in-
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dustry which everybOdy wants, such as a public utility, let us say,
it seems to me fantastic for Congress or for a State to say to them,
"Well,-you tire such a good boy, you are so nice, we will make it
easy for you." In other words it is like a good insurance company
saying, "*Here, you people are living happi y ever after and you do.
not die. Let us pay you back all of your premiums. You have been
nice and you have not died on us. But we will keep all the dead
ones." The insurance company would go broke of course in 2 weeks;
it could not tie it. The only way it can get along is by keeping the
good and the bad risks.

But at least it is a fair question whether you want to do it. I
think in the bill we submitted yesterday there is a provision that
what you do is to give to the administrative authority the right
some day to authorize merit rating if they find that really a certain
particular industry is responsible for better conditions. If that
is desirable. Personally I do not think that is ever desirable or will
ever come to a head. If it is, try it and set it up. But it cannot be
done; you cannot ever determine whether a particular industry is
lucky enough because the employer was responsible or because of
certain fortunate conditions, and it should not be done; but if you
want to do it, do it on this general principle; but if you are going
to clog up the bill with this kind of detailed provisions, it will take
ten Philadelphia lawyers to understand, and I know that administer.
tion under this thing will just be impossible.

Senator KINo. Your idea is to pool all of the receipts?
Mr. EPsrEIN. If you are going to assume under your present bill

State funds, it must be a pooled fund, and if a merit rating is de-
served, let the administrative authority have the right to recognize
it some day after proper experience and under proper conditions--
in other words, limit it to the administration. You cannot possibly
deal with that subject today on a national basis. You are getting
into all kinds of details that you will just never get out of.

Senator KINo. Does the bill which you submitted eliminate these
provisions if the Federal Government is to make the investment and

old the funds?
Mr. EpS'mw. Of course, if you back this plan which we suggest of

the complete Federal tax the Federal Government has the money.
You have no trouble at ali when you have only one tax system. And
you meet all of the desires of the President without going into these
extra troubles. All that I understand that the President wants, from
his speeches, is a Federal-State plan with Federal control of funds.
If you keep the excise tax, you have the Federal control of funds.
That is in the Federal Government. You give it to the States only
as they adopt Federal plans. You keep the Federal.State relation.
ship; the Federal Government simply is the instigator; the States
make the disbursements and make the conditions to suit themselves
under proper Federal standards.

Senator Kxi. As I understood you, if a State measures up to the
requirements and makes the contribution, either from the State treas-
ury or from employees or from employers or from both, then you
would have the Federal 8-peroent excise tax paid over to the State to
be added to that fund and let the State administer the whole fund.
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Mr. EPsTmN. Senator King, your first statement-I do not make
that as a condition. I say the State could do exactly as you suggest,
but at first I would not require the State to make any extra funds of
its own. I would simply just say to the State: "You act as an ad-
ministrative agency for us, set up a plan under your State constitution
and under your State legislature that you are going to disburse money,
and we will turn the money over to you. If you want anything
extra, go ahead and do it ", and then you require a State pooled fund;
in other words, instead of making what you suggested as a condition
I would say that'in addition to doing this, "Please do that also iR
you can. We would not help you very much more in money, but you
can do it."

Senator BLACK. See if I understand you. As I understand, your
idea is to let Congress pass a bill setting forth certain general
standards.

Mr. EPSTEIN. That is right. And then the States will comply
with it.

Senator BLACK. And when those general standards are complied
with, the Federal Government will grant them these funds?

Mr. EPSTEIN. That is right. Those that it raises from these
3-percent taxes.

Senator BLACK. And you will have a decentralized administra-
tion with a centralized collectionI

Mr. EPSTEIN. That is right; and one collecting agency.
Senator BLACK. And simply with the general standards which

the Congress sees fit to place in the bill.
Mr. EPSTEIN. Exactly. In other words, to make your standards

loose enough so thatyou can apply them to the country as a whole.
Senator BLACK. Of course, if the committee or the Congress should

decide that they preferred to raise these funds by some other tax
other than this pay-roll tax, that would be provided at the same time?

Mr. EPSTEIN. Exactly. You see you have this wonderful start
on this thing, Senator Black-that first of all you lay a solid founda-
tion, as I said before when you were not here. The Federal Govern-
ment has a chance, some day when you are rich and you have other
moneys-suppose you reach the conclusion that you cannot levy more
than 3 or 5 percent on the employers, that still does not meet your
whole problem-and you are rich and you have good income tax
in this country, you can say to the States, " We wi l give you a few
more dollars and you can raise your standards to 26 or 30 weeks to
give these benefits." In other "words, it gives you the foundation
for building a real structure of social security in this country.

Senator BLACK. You are following somewhat the idea of the Fed-
eral Government in granting road funds to the States?

Mr. EPsrmw. Exactly.
Senator BLACK. Which has been upheld.
Mr. EPSTEIN. Exactly; traditionally and constitutionally. I might

say, for the Mke of some of you, perhaps, who are worried about it,
that that has been tested repeatedlly-the Federal subsidy idea has
been tested repeatedly-and the courts have refused to interfere and
have said that this is on a voluntary basis and Congress has the right
to do it.

Senator CouzENs. I understand that you recommend that sections
60? and 608 come 6utl
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Mr. EnsvzN. On pages 46 and 47?
- Senator CouzENs. Yes. I

Mr. EPSTEIN. I would say that it has to be gone over and see what
stays in and what goes out; but I would advise against putting any
suc clause as that, that must make it impossible to do it. For in-
stance, in your own State in Michigan, Senator Couzens, you are
going to have a terrific problem with that kind of a formula. Michi-

an happens to have the highest rate of unemployment. Under this
kind of a thing you are just going to get nowhere.

Senator CouzENs. Isn't it a fact that these so-called "good " em-
ployers, who, under fortunate circumstances, are able to stabilize their
employment, get. the benefit of the unemployment insurance to keeping
ljp the demand where the unemployment exists?

Mr. EpSTEIN. They are just lucky.
Senator Couzmxs. And the emp oyer having the stabilized indus-

try, he should continue his contribution because it helps keep up his
own stabilized industry

Mr. EPSTEiN. Exactly. Besides, here is your one risk that you want
to keep. Why should you let all your good risks escape-and you are
going to deal'with all of the dead ones? It is unfair, and it is against
all principles of insurance.

Senator BLACK. I want to see if I get your principle exactly. You
are stating that this bill would pick out certain employers and say,.
"You have managed to stabilize your employment and keep a greater
number of employees, therefore we will reduce your insurance rate"?

Mr. Ersni.. That's right.
Senator BLACK. Your idea is that we should have a general pool

from all employers in order to spread the risk and make the fund
sounder, or an actuarial basis.

Mr. EPstEiN. Yes, sir.
Senator KiNo. And later a merit system might be applied if expe-

rience demonstrates that it had any merit?
Mr. EPSTEIN. I would limit it administratively. I would wait.

awhile, 3 or 5 years, and if the administrator really finds it has merit,.
give it to them. I say it has no merit, but let experience show that.

A few more points on these suggestions:
I again want to say that the farmers be specifically excluded from

this unemployment insurance, as I am going to also suggest that they
be excluded from contributory old age.

Senator KxiNo. Will you enumerate all of the industries or employ-.
ments that will be excluded from the bill I

Mr. EPSTEIn. I cannot, just off-hand, do it. Our bill does it.
Senator KiNo. The bill that you offered yesterday
Mr. EPSTEIN. The bill that I offered yesterday excludes those things.

The unemployment-insurance provision in this bill does, fortunately,
exclude employers of less than four employees. I would say it should
go down only to three, but that is a matter merely of suggestion; but I
would insist that you cannot possibly include the domestic servants or
the farmer. Not because I do not think they need it; they do need it.
Farmers need it just as badly, and agricultural workers; but there are
two or three problems that I would urge to go slow on, for this
reason:

First of all, you have a problem of collecting the contributions.
If you are going to try to collect even this tax from every farmer, you
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are going to have a difficult time although it is not as difficult es
the wage tax before, but it Is'difficuit. Furthermore, the farmers have
not yet learned the need of that thing. They are going to be opposed
to it. Let us wait till we have a decent administrative system and we
feel that we can undertake that thing and the farmers will get edu.
cated and see the benefits; they should come in as soon as possible.
But I would say that in the beginning, at least, let us leave them out
and avoid a lot of trouble and dlifficulties, both political and adminis-
trative. I think it is safer to do it at the present time.

Senator GEORGiE. Are you speaking of unemployment insurance?
Mr. EpmN?. Yes.
Senator GEORHE. Not of old ageI
Mr. EPsTEIN. Not old age.
The CHAIRMAX. I understand you wanted to exclude farmers from

the old-age proposition too?
Mr. EPSTEIN. Yes, sir; I will come to that in a few seconds, if you

permit me. But for the present I will confine myself to this.
One other reason, I should say, why we favor our plan with its

uniformity, as against this plan, is one of the arguments that is
being made in favor of this plan, and that is that it will permit of
experimentation. I think there is such a thing as overdoing the
desire for experimentation. I believe in experimentation, and we are
fortunate in this country in having 48 States; but after all, is it
fair to permit experimentation in suicideI Do we want to encourage
that? When we know that certain experiments are no good and
every experience and common sense tells us they are no good, should
we go out of our way to insist they must be experimented on fur.
ther to permit hari-kari? It is absurd. Uniformity is the desir-
able thing as much as we can possibly induce it.

I should like a few minutes on the old-age section that I think I
have a few things to suggest.

First on the subsidy ill.--old-age-subsidy bill. I think that part
of the bill is the clearest and the most lucid of any in the whole bill.
That is not, of course, revolutionary or new. You will recall that
your own Senate committee for 2 years has reported a bill like that
out favorably, and many of you have been interested as a matter of
fact and have approved it last spring. If it had not been for Sen-
ator Gore, we would have had it through this last time.

Senator KINo. Maybe. [Laughter.]
Mr. EPSTEIN. I might say just a few things so as to perhaps ease

your minds on some of the things. This bill, as you know, provides
that the Federal Government should subsidize the State to 50 per-
cent of their average pensions up to $15 a month. We have advocated
that plan for the last 10 or 15 years. and the bill has been in Congress
for about 8 or 9 years. We were a little modest and asked only one-
third; but, since Congress is so generous and will give one-half, we
will take it.

Senator KING. Our generosity is based uipon our poverty.
The CHAIRMAN. You asked for one-third?
fr. EPSTEIN. Yes, sir; but we certainly prefer one-half, so we ac-

cept that very nicely. We have no kick on that. I do want to say,
however, that some people, at least the newspapers, have raised this
terrific thing about what a miserable, measly sum and how niggardly
Congress is going to be with the $15-a-month maximum. I say to
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you after 20 years of work in this movement, coming in contact with
literally thousands and thousands of old people throughout the
United States, I say that if ever this country reaches to a State where
we will reach an average of $3 a month for old people, we shall have
attained the highest state of old-age security of almost any other
nation in the world. It will be one of the greatest steps that we
have ever done. People come to you and tell you, "What is a dollar
a day, and who can live on a dollar a day I " You and I could not
live on it,,although we could if we had to.

But remember that the problem of the aged is a somewhat different
one, and the reason why people make that statement is that few of
them really understand the problem of old people. Frequently, first
of all, in the case of an old man or an old woman, it is not all his
subsistence that he needs. There are a few that are alone and live
in a big city that would encounter a real problem on $30 a month,
but after all we cannot solve everybody's problem. Some other means
probably will have to be taken to help them; but for the overwhelm.
ing majority of our old people, for the greatest bulk of them, an
average of $25 or $30 a month is ample for security, for this reason-
that the needs of an old man or an old woman are very small; they
require very little. Remember you are dealing with people 65 years
of age and old. And whether Br. Townsend wants them to go around
or ride in automobiles with chauffeurs or not, most old people are
through with chauffeurs and automobiles at about that age. They
want to live quietly and have decent shelter and live with their friends
and tell stories rather than ride around in cars.

Most of them have some children, often some family-the bulk of
old people have somebody that is willing to help them a little bit.
Some of them have a home; some of them have a little garden; they
have a little farm; they do not need all the money. They need enough
money to keep them in comfort; and I say if we ever reach the stage
in this country where we will reach an average pension of $25 or $30
a month, we will have reached a very high degree of security.

Senator CouzENs. Where an old couple is living together, it would
mean $601

Mr. EPsTriN. Yes, sir. I say this to you my friends: I know hun-
dreds of thousands of old people in New York that we helped our-
selves to get pensions, and I have seen a complete change in the lives
of these people with an average of $25 or $30 in New York City.
I have seen some of the happiest relationships with people who get
$24 and $25 a month. It is true that a few kick and a few of them are
not happy because they do not get more, but most of them can find
a real adjustment on that much money.

One other thing I should like to raise, which I know some of you
have been very much worried about, and that is that the present pro-
visions in this bill-that the State standards which you require is a
standard of decency and health. I know some of you are worried
about it; some of you think that this is going to give so much au-
thority to the Federal Government that the administrator will insist
that Mississippi, for instance, pay $40 a month or New York pay
$1,000 or something like that. I say that the best thing that you can
possibly have in that law and to help each State in the country is to
make it really flexible, for this reason. Let me put it in question and
answer form. If the Federal Government is going to give a State
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50 percent of its payments in old-age pensions, it is obvious that the
Federal Government has the right to have a certain standard.

If the Federal Government demands certain standards, there are
only two methods whereby you can make it so. One is the uniform
minimum pension. In other words, the only alternative that you
would have to the present provisions would be something like this:
You would have to say the Federal Government will not give the
subsidy unless the State pays an average benefit of at least $20 a
month the country over as a whole, but that would not be fair,
would it? And you, many of you from the South would feel that
$20 a month average in the Southern States would be a terrific sum
and you could not do it. The provision now for decency and health
is the very thing that can really make it flexible for each State. In
other words what is the standard of decency in New York is notnecessarily the standard of decency in Mississippi or South Carolina
or Utah. A man in Utah-well, take the Utah pensions. Right
now in Salt Lake City the average is about $9 or $10 a month. It
is not sufficient; of course it is not. They have no money. That is
the main problem. But obviously the standard is not the same for
New York City or Massachusetts as it is for some of the Southern
and some of the Middle Western States, and the standards of decency
and health-well, I am assuming that the Federal. administrator
will be an intelligent person and he would set this thing as the most
obvious assumption, which is that a standard of decency and health
in one State is one thing' and a standard of decency and health in
another State is another thing. And it seems to me you could n6t
possibly improve on this provision in this bill, and that is the best
thing to provide real flexibility under your present situation. 'Any*
thing else you put in will be worse. Then you will tie up the thing
and make it impossible for certain States to do certain things and
other States to do other thing.

Now, one other word on that. People have told you about what
hey call this measly $50,000,000, and only the other day I saw a state-

ment in the press credited to Mr. Hopkins that in 6 months from now
we are g6ing to have a large number, 500,000 old-age pensioners. I
have had enough experience with pensions in this country to say to
you that if we are lucky enough to have 500,000 pensioners in 3 years
we will be doing very good. People do not realize the whole problem
of administration of any social legislative law of this nature. Even
if this bill passes, we are probably not going to have more than 10 or
12 new States that will enact old-age pension laws this year., It is
slow work; it is hard to convince legislators to go ahead with quick
action. Even if you pass it, we are not going to have four. There
are four States that do not meet at all this year. We are not going to
have all of the States probably for 8 or 4 years, because some States
even with a 50 percent subsidy will still hesitate. Mr. Hopkins, of
course, thinks in terms of the relief people. He thinks that he can
just transfer all of these 700,000 old people from the relief rolls to
the old-age pension rolls. I am afraid it is not going to happen just
like that, because almost everybody can get on relief rolls, but not
everybody can get on an old-age pension roll. There is an investiga-
ti6n made a careful investigation; there are certain requirments and
they should be there. I am not ready to say whether all bf the people

11soW-s5--1s
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on relief rolls are entitled to relief or not; it was an emergency situa-
tion. That is the very thing we want to escape from, from this emer-
gency character, to establish a relief roll with adequate administra-
tion, with intelligent administration, so that those who.are.entitled to
it will really get it, and those who are not entitled to it should not
get it. I believe that is only fair to ask that much.

So that the $50 000 000 is ample, more than ample and the $125,-
000,000 provided or the first couple of years is more than ample. So
do not worry on that score that you have to provide more money; you
are going to have plenty.

Senator HAsTNGs. Before you leave that I want to get your point
of view clearly by using the illustration of Utah from the question of
health and decency. The objection that has been made here is: Sup.

the administrator here should decide that the $9 or the $10 being
aid by Utah plus the $9 and $10 a month that might be contributed
y the Federal Government was not sufficient to maintain the aged
prson in health and decency, he would have a right to insist that

.fore the Federal Government contributed anything Utah should
bring that average up to $15, we will say. The point that I make is
this: It is not necessry to have that in in order to make certain that
the Federal Government shall give something. It seems to me if
Utah could only contribute $5 a month, all the more reason why the
Federal Government should contribute $5 to that particular State,
because they need it worse than some other State. We do not put this
in there for that purpose, and some of us are afraid that with that in
there it will prevent just that sort of thing. One illustration was Ne-
braska, which cut it down to $2. It seems to me it is important that
the Federal Government should be permitted to contribute $2 also if
that is all that Nebraska could do.
. Mr. ErsrmN. There is one assumption there that will probably
never really materialize. By that I mean simply that while it is true
that $9 or $10 in Salt Lake is obviously insufficient and the Federal
administrator would ask for a higher payment, it is also true that
your Federal administrator, whoever he would be, would be an intel.
ligent man, intelligent enough to know that the standard in Mtah is
not necessarily the standard in Massachusetts. What you suggest is
that practically the Federal Government should decide for itself what
is the proper sIandard and then addto the State whatever it nqeds.

Senator HAsNGs. No; my point of view is that we ought not to
set up any standard, but match whatever the State does up to $15 and
leave the standard to be decided by the State itself.

Mr. EPsTmN, I think it is desirable, though to elevate the State
standard. That is the difficulty there. I would make one suggestion
to you which I think may overcome this very thing. I think your
conpmittee ought to consider it. Tou can accomplish this very thing
'(i4t you desire, because you admit that the Federal Government could
give more so as to really overcome the State handicap. If you really
want to be enerous about it, go to a $20 maximum% as some papers
suggest!) anmake it two-thirds or three-quartrs of the State. Then
you relieve the States of a real burden; you have at least a minimum
that the Federal Government desires, and you permit the State'to be
generous, That js much more sound. Canada, for instance, paysthree-quarters. :. •. . ,
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Senator KING. You were satisfied with one-third a little while
ago? [Laughter.]

Mr. EpnTru. I say if you are very generous And want to go to $20,
I say that here is the way out of the dilemma.

Senator HASTINGS. Pardon me for the interruption.
Mr. EpsI'zN. One more point on this, and then I am through until

the contributory part and that is this, that under this bill the
F. E. R. A. is given the administration of this bill. I want to say
that we have the greatest, admiration for Mr. Hopkins, and there
is no man I would want to administer this thing more than Mr.
Hopkins. But I think you will be doing an enormous harm to the
whole movement of social security and old-age security if after we
have spent 20 years to try to build a self-respecting system of old-
age security' in this country, of trying to disassociate it from poor
relief,_of Crying to avoid the stigma and make the old people feet
that this is something new and- something in recognition of their
services, a return by the Government of wat it owes them, you go
and attach to it again the relief stigma. You do this if you place
control under the F. E. R. A., which is first of all an emergency
organization and nay not last 6 months from now; and secondly,,
an organization that is definitely associated with relief. Yt seems to
me that there are plenty of bureaus in this Government and plenty
of bureaus in the Department of Labor and other Departments that
could handle this easily. There is no reason on earth why that job.
should be given to the F. E. R. A. Good as they are, but they are
not fitted as a relief organization to do a permanent job of real,
independent, self-respecting security, and you would be doing us
a tremendous harm. You would be nullifying years and years of
effort in this country to make old-age pensions a respectable thing.

Senator GEolOR. I am curious to know on what theory you would d
exclude certain avocations. For instance, I understood you to say
that.you did not think the farmers should come under the old-age
pensions.

Mr. EPSTmN. I hope I was understood correctly. I was referring
to farmers there relating to unemployment insurance. On the old age,
of course, this is for everybody, this subsidy.

Seftator Gzoo. You exclude no avocation?
Mr. Ersru. Absolutely nothing. The oply thing it requires is

means. I-am not interested in pensioning Mr. Rockefeller or Mr.
Morgan, and I do not think Congress should be concerned with that
for he present. Perhaps some day we will have to, but not for the
present. I think what we should do now is to provide security, and
again I want to say that the aim of old-age pensions is security for
the old men' and women. Not to increase purchasing power, not to
cure all of our ills, not to create panaceas, but simply to keep our old
men and, women, who have slaved and labored and toiled and built
our country, in some measure of decency in their own homes and out
of the workhouse. That has been all our appeal for 20 years; we
have made & little progress, And do not now nullify it by'giving us
back the, old:pVoor-relief system on a little higher scale for the
F. E. R. A. relief.

Senator BrAcki May I'ask you in that connection, Did not Eng-
land get into a greet deal of trouble on their unemployment insurance
by mixing it up with poor assistance?

609
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Mr. EPrsri . There is an entirely different relation there. They
tried to do this for the first 10 or 12 years, and they are doing some-
thing different now, which is this: First they made this unemploy-
ment insurance just as you are trying to do in this bill. England pro-
vided the first time in 26 weeks of benefits from the fund guaranteed,
and no question was asked of any man. All that he had to do was
come and register every day for a job. It is a very interesting thing
the way it woked out. But every man came every morning and regis-
tered for a job at some particular hour. There were no lines waiting
there. If there was a job available, he had to go and take that job,
and he could not register. If he went there and the boss did not want
him he came back with a slip where the boss stated that he could not
usehim, and he registered.

If there wasn't anything, lie just registered and went right out.
Friday he came for his pay. And he did that for 26 weeks. Then
after that the insurance fund had no more money and the problem
was what to do with him after the 26 weeks when he was sti unem-
ployed-and you are going to have the same problem here after you
provide all of this set-up. That is going to be our problem just as
it was theirs. England monkeyed with that thing for 10 years one
way or another, trying to do all kinds of things with the people after
-.the 26 weeks.

First, for a number of years they said, "We will continue this
man, but we will borrow money from the Government and continue
him 'the same way ", which was not such a bad thing at all. A lot
of perople in America have indicted that thing of mixing up charity
wit insurance, but it was not such a bad thing aitall, -except it was
too expensive. They continued the man without inquiring whether
he needed it or not. The mere fact that he i not have a job was
enough to put him back on the register, and that created a lot of
trouble, and England changed this scheme, they made repeated
amendments; once they added 6 more weeks, and once 20 more weeks,
and so forth. It went up at one time until a whole year. Now
England has changed this system and does it a little differently. It
says to a man,n You are still entitled to 26 weeks of benefit guaran
teed from your insurance fund, but after that, you apply for hel
not to us, but to an unemployment assistance board, and you wi
still get help, but you have got to prove that you really need it."
In other words, the means test is applied after that date.

Ultimately it is this sort of relationship that you will have to
work out here, but it is altogether different from your old age.
The means test there is absolutely paramount.

The CHArMAN. Doctor one moment. There are so many wit-
nesses here and this calendar is getting crowded, and if there is no
objection the committee will meet this afternoon at 2 o'clock. I
hope all of the members can be here, or as many as possible. I do
not think there is anything of very great importance coming up on
the floor of the Senate.

Therefore, we will meet at 2 o'clock, and I would ask the wit-
nesses that are on the calendar to be as brief as they can, because
we have to move along.

Dr. Epsteip, have you about finished your statement?
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Mr. ElsnIN. In about 10 minutes I could finish the contributory
feature.

The CHAIMAN. I will give you 10 minutes at 2 o'clock and ou
will have to finish, because we must take these other witnesses. The
committee will recess until 2 o'clock.

(Whereupon at 11: 65 a. m. the hearing recessed until 2 p. m. of
the same day.)

AFTERNOON SESSION

STATEMENT OF ABRAHAM EPSTEIN-Continued

Mr. EPsrmr;. I will try to finish as quickly as I can, Mr. Chait.
man. I shall discuss the subsidy part of the old-age provisions, and
I stated that we agree with everything that is in the bill so far as
what the administration thought, and we felt that $15 was sufficient,
and the money appropriated is more than ample for the next coupleofyears.

he only other suggestions I have on that is that the present
bill eliminates or would eliminate the possibility-it is a minor
thing, but I think it is important for a general issue-the present
bill would eliminate the possibility of giving attention toa man
or a woman who prefers to reside in institutions in a private home
for the aged. It does not affect many people, but it seems to me
that socially it is advisable to permit a person's freedom if he so
desires, to reside in an institution. As a matter of fact, there are
very few people who prefer the institutions to their own home, but
if there are such cases there certainly can be no harm by permitting
such a possibility, and we would suggest that the words "or other
charitable ", on page 2 line 22, should be eliminated, and that is all
that is necessary, and that would permit the possibility. That gives
you the freedom to do it if you strike out those words.

In concluding on this particular part, I should say that there is
one thing that perhaps your committee should remember, and that
is that at no time will you ever be able to abolish completely the
noncontributory part of the old-age pensions. At all times you will
have some groups and some individuals-not many, perhaps-but
some individuals who will not have been on the contributory insur-
ance and who will have been rich or have been in good conditions in
the younger ages, and some misfortune has driven them to poverty',
and you will have to support them in old age. All you can do is
ultimately through the contributory plan to reduce your burden, but
to some extent you will always have to have some governmental help
for the aged. I think we can take it for granted that that will last
for generations to come.

I come now to this contributory old-age insurance. The bill a
worked out is proper and logical. You cannot meet the problem of
old age except in this logical way. The present problem is the prob-
lem of destitute men and women 60 or 65 years of age and who can-
not possibly support themselves and whose chances of work are just
zero. We have to take care of them whether we take care of them
in one way or another, but we do as a matter of fact. It happens
that an old-age security system or pension system has had experience
of many, many years in this country as well as abroad, and shows
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that it represents the most humane and actually a more economical
method of providing against old-age destitution than any other
method we have.. From every point of view this particular move is superior to the
linshouses, superior to relief, superior to everything that has been

done before, and actually economically cheaper. But I think it is
fair on the part of Congress and this committee to say that after all
we are going to be an older population, we are going to have more
and more old people, and we cannot as a Congress or as a Govern.
ment assume that forever and ever this country will be able to pay a
pension to everybody at 65 out of taxation. You don't know, and
nobody knows, but I think it is fair to assume that this may involve
a great burden, and the Government has a right to see that while we
must undertake something now, because we have neglected it and we
will try to undertake it for many more years, yet we have a right
to protect ourselves against the possibility of saddling ourselves with
the burdens that become impossible or too heavy 35 or 40 years from
now. So the bill provides, logically, just as every other country has
done, that in order to prevent piling up a tremendous burden of
governmental costs for the future, we will, side by side with the
inauguration of the noncontributory pension system, set up a system
of contributory old-age insurance whereby men and women will,
through their own contributions and through their employers' con-
tributions, build up an annuity of their own, so that as they get to
be old the Government will be able to retire them or they will retire
themselves on their own funds, and therefore the burden upon the
Government to support them in old age will be lessened and lessened.

The CHAIRMAN. That is a voluntary plan?
Mir. EPSTEIN. It cannot be voluntary, for this reason: We have

had throughout the world, and even in this country, over 100 years
of experience with voluntary plans; that is, of encouraging people
to lay aside little sums of money to build themselves an annuity.The CHAIRMAN. You feel it must be compulsory?

Air. EPsinN. Yes.
The CHAIRMAN. And you have to raise the money by this taxing

feature?
Mr. EPSTFIN. That is it, Senator.
The CHAIRMAN. You spoke this morning of exempting certain

classes. Would you exempt domestic employees from thisI
Mr. EPsTEmN. Exactly.
The CHAIRMAN. Would you exempt farmers from this class?
Mr. EPSFmN. Exactly; Iam coming to that, and I want to elab-

orate on this. I would suggest several things on this thing.
First, there is confusion that has been created in general discus-

sions, and probably misunderstanding has arisen from the statement
made by the Secretary of the Treasury the other day in regard to
the contributions. There are several misunderstandings on that.
We have all of a sudden the fear that has arisen throughout the
country and all of a sudden we have begun to think in terms of 50
years ahead. I was always deploring the fact that neither a con-
gress or a legislature could think for 2 years ahead, and now we
are all of a sudden getting excited and worried about ;what will
happen in 1980, and the suggestion has been made that the con.
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tributions from this should be increased to an extent that it will be
entirely self-supporting. I do not believe that contributions should
be increased above those provided in the bill.

It seems to me that you do not have to do that and you do not have
to change your contribution rates at this time. You are, first of all,
laying down a base of providing security, a modicum of security up
to $15 a month, which may go as high as $30 or $40 in the country,
or less, for everybody that is in need. That means that you are not
ignoringor. neglecting the farmer, and you are not neglecting the
domestic servants. You.are providing that when they are in need
at age 65 the Government is going to give them a pension of at least
that much. We are taking care of everybody.

The problem comes to this: Can you relieve yourself of the ulti.
mate burden from governmental contributions gradually, and to
what extent can you do it? I would suggest to you a much simpler
plan on the whole thing. I am surprised that the experts did not
really present this plan to you because I thought we were consulted
on this particular feature by the experts, and I thought it was gen-
erally understood and agreed on. Instead of worrying yourself
as to what the Federal subsidy on this other part wil be in 1980,
you have this very simple proposition.

You say to everybody, to the people in this country "Here we
have the base of social security for old age. If anybody will ever
fall in need he is guaranteed a certain amount of ension, at least
to keep him out of the poorhouse. We want to build up a self-
respecting and an independent annuity system for contributory old
age through their own contributions."

Then, suppose you follow this through. You say to a man: We
are going to have a compulsory insurance system for those under
$2,500, beginning in 1937, let us say. Let us say that a man at 60
starts in in 1937. At 65 he retires in 1942. The argument has been
raised, What shall we do with that man? How can we handle
that? From his own contribution he has only contributed 5 years,
he and his employer, and he is entitled to only, let us say, $1 a
month from his annuity, whatever the sum is-at any rate very in.
significant,

You have two problems there. What shall we do with this man?
There is a suggestion made here in this bill which is plausible in
some respects, but I think more difllcultL The bill says that what
you do in this case is.this: That you are going to give him, although
he only contributed 5 years, and he is only entitled from his own
contribution, $1 a month, you are going to give him 15 percent of
his wages and you are going to borrow tat money, the extra money
over his annuity-you are going to borrow it from the accumulated
funds of the other people. It is not a terribly bad principle, but
it is bad in certain respects in the sense that where they are borrow-
ing from a fund that does not really belong to you, and you will
have to pay it back, and that is where your fear comes in that in
1980 you will have to pay back one and a half billion.

I am not particularly worried about one and a half billion in 1980,
because we may be able to make money in that time and that billion
and a half will amount to nothing. So I do not want to get excited
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as tW the billion and a half in 1980. When we talk about a five bil.
lion, bill now before you there is nothing to worry about that then.

But it seems to me that you do not even have to worry about that.
Suppose you do this with that group: You say to a man, "We have
laid down the security to you that if you are in need, you get at least
thbe minimum. You have to prove that you are in need." Suppose
yod say that for the next 16 or 20 years the Government will say to
* man who has been on contributory insurance, if he is in need, let
us say to the man who retires at 65 in 1942, "If you are in need, you
are still entitled to the noncontributory old-age pension but the non-
contributory old.age pension requires a means test to show that you
have no income of your own above a certain amount." Suppose we
go one step further and say this: "That since you have been con-
tributing for 5 years we shall not consider that the annuity which
you are entitled to, which may amount to only $2 a month as a part
of your income." In other words, on the one hand here is a man
who has never contributed, and he is entitled to a maximum of only
$50 a month. We say to him, "You can have that $30 a month and

ou may still keep your $2 a month extra that you have been able to
build up.) And suppose we say we do it, in other words, we main.
tain the noncontributory thing and exempt his extra income from
the annuity until it is let us say, about $20 a month, and you say
then that a man who has contributed for 15 or 20 years is entitled
not only to his noncontributory payment but the $15 or $20 a month
extra which he himself has contributed to. But after you reach a
certain stage, perhaps in 30 or 35 years when a man's annuity
amounts already to 95 or $30 a month, almost sufficient, you can
say, "All right, after you have accumulated that kind of an income
you are not entitled to a noncontributory any more, and you have to
live on your contributory pension." Then your governmental por-
tion stops there. It is gradually reduced constantly; it is easily ad-
justed-it is not a difficult problem-and your governmental re-
sponsibility is removed, and you provide an extra income for the man
that has contributed; and essentially you take care of all of your
problems. In other words, for the present, even though you do not
include the farmer or the domestic servant, they would still be
entitled to this noncontributory pension.

I want to say again when I say that the farmer should not be in-
cluded or the domestic servant should not be, I hope I will not be
understood to mean that I do not believe that the farmer does not
need this or the domestic servant. They need to have it as much and
even more so than the industrial workers, but there is the problem
of administration. You are not going to collect it. We have no
administrative machinery. The administrative machinery on a pro-
gram like this is a terrifically difficult thing. I do not want to see
tis country saddled with an administrative problem which will be-
come a fizzle and therefore react ultimately against the whole plan.

We are too big a Nation, it is too big for us and we have no training
in administration of this type. Let us wait at least a couple of
years and we will see if the administration can really properly take
on the job, and we have acquired some experience, and the farmers
themselves see that it is good for them, and then we will take them
in, but for the first few years I do not think it is advisable to take
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on too much that will crush us in administering it. We would have
to spend twice as much money trying to collect the contributions from
the housewife, even to the stamp business-even if it is only stamps.

Remember that in the European countries, homogeneous countries
with tremendous administrative experience, they never have dared
to put these in in the beginning. Some of the countries have added
them later on, but none of them dared to put it in as the first thing.

There is no limit here in the case of the noncontributory. Unike
the unemployment insurance every employer is covered under this
thing. Again, I would say that the employers only of three or more
should be included again for the same reason of the difficulty of the
administration, not because they should not be covered. Let us not
saddle ourselves up with an administrative problem that we are
going to involve ourselves in and then react against the whole thing.

Then I would suggest that some of the parts in the bill need a good
deal of redrafting and clarification. They are not very well prepared.

The CHAIRMAN. The legislative drafting bureau will take care of
that.

Mr. EPSr N. I merely make a suggestion that some of the sections
are not very clear and they need a great deal of retouching.

I have one more point and then I am through-and that is on the
social-insurance board. The suggestion in this bill is that the board
be part of the Department of Labor or a bureau in the Department
of Labor. We have no objections, of course, to the Department of
Labor, or nothing personal about the matter; but we would suggest
merely this: That the administration of the unemployment insurance
and old-age contributory pension will be a terrifically big thing.
It is too big a job for a departmental bureau. Moreover, this bureau
should have all of the freedom that an independent bureau usually
has. There are certain policies, traditions, and civil-service regula-
tions that exist in departments which may react against the possi.
bility of the working out of this kind of a new system, and so we
would suggest that, whatever bureau you create or whatever admin-
istrative agency you create, you put it in the same class as Congress
frequently does, such as the Interstate Commerce Commission, the
Railroad Retirement Act, as an independent bureau, so that it will
have complete freedom to do just what it has to do.

And, of course, we would favor the inclusion of the Senate ap-
proval on appointments.

I do want to express my appreciation and thanks, Mr. Chairman,
for the cordial reception and hearing you gave me. I have been
very happy, and you have been more than exceptionally interested.

The CHAIRMAN. We were very glad to hear you, doctor. The in-
formation you have given us from the studies you have made is very
valuable. Are you staying in New York all the time f

Mr. EPSTm. Well, I chase around a good deal. I have to go
around all over the country almost, but every trip I make now is sup-
posedly in violation of my doctor's orders; but I cannot stop him from
telling me not to do it and he cannot stop me from doing it.

.The CHAIRMAN. Washington is a very good place for a man who has
given as much study to the problem as you have to be around here
while we are studying this proposition.
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!Mr. Epmaix. I am at your call, Mr. Chairman, at any time. Dr.
Hogue represents me in Washington. I might say that I have had the
privilege for the last few Congresses to consult in executive session
with Senate committees and House committees, and if there is any
way that I can be of help, I do hope that you will not hesitate to ca21
on us. We are at your service at any time.

The CHAIRMAN. The committee has a very difficult job before it.
Mr. EPsTEIN. I appreciate it.
The CHAfRMAN. Thank you very much.Mr. Harold W. Story, Milwaukee, Wis.

STATEMENT OF HAROLD W. STORY, MILWAUKEE, WIS., VICE
PRESIDENT AND GENERAL COUNSEL, ALLIS-0HALMER8 MANU.
FACTURING CO.

The CHAIRM AN. Were you on the Advisory Councilf
Mr. STORY. Mr. Chairman, I was not, but I attended the Presi-

dent's original conference and participated in that. I can give you
a little background of my experience. I think I was one of the
first industrialists in Wisconsin to recommend voluntary plans.
That was about in the spring of 1931, before we had any legislative
enactment in the State. I was one of those that I think in part
was responsible for calling a meeting of our Wisconsin Manufac-
turers' Association for the purpose of getting sentiment for the
adoption of voluntary plans. The depression came along about that
time and we did not adopt the plans voluntarily.

I subscribe to what Mr. Folsom says, that voluntary action will
not be effective. You must have compulsory action of the kind that
is prescribed in the economic bill.

Incidentally, I am not appearing for the Allis-Chalmers Co. at all.
I was requested to present the Wisconsin viewpoint, and I am par-
ticularly -here for that purpose. I am appearing solely for myself
and giVing my own viewpoint.

I am going to try to talk just as a business man to you, Mr. Chair-
man, and give you an idea of the business man's viewpoint on the
subject of unemployment compensation.

There are two types of unemployment compensation-the Euro-
pean type and the so-called "Wisconsin type." The European type
professes to be an insurance system. Obviously, it is not because
the term "insurance implies knowledge of the risks and the ad-
justment of benefits and premiums to those risks. So, for the pur-
pose of comparing the Wisconsin plan with the English type of
plan, I would like to picture the Eniglish type as merely a gigantic
compulsory unemployment benefit system. Of course, the English
plan provides definitely for contributions-at least it did-by the
State, the employer, and the employee. The benefits are to be paid
out under rules prescribed by the society, which, of course, is the
State in that case. There is no vested interest of the emplover in
the fund in any way; the fund belongs to the State, but distributed
in accordance with the rules of the society._ The Wisconsin plan is called the Wisconsin reserves and unem-
ployment compensation plan. I would like to picture it in contrast
with the English system as the Wisconsin steady employment and
higher annual wage plan.

,616



ECONOMIC SECURITY AOT 617
The theory of the Wisconsin law is that true economic security

can come only through a living wage, and a living wage means so
living annual pay check. Obviously, steady employment is a fun-
damental in a high or decent annual pay check. The Wisconsin law
aims to give a higher annual wage.

Now, how to go about it? The salient features of the Wisconsin
law are simply these: The employer sets up his own fund, to which
he makes the sole contribution. It is his fund, deposited with the
State or trustee in a way to safeguard the principal. There is a
provision that contributions made cease when the reserves of the
employers reach a certain size. The State has no part in the picture
except to insure the proper administration of the law.

Now, how does the system operate?
The CHAIRMAN. Is it compulsory?
Mr. STORY. It is a compulsory system, a hundred percent.
The CHAIRMAN. But it is optional to each institution to set up its

own manner of insurance?
Mr. STORY. No, Mr. Chairman. The insurance plan is compulsory

throughout the State. The only thing that is optional is the method
of investment, and that is very little optional at that, because the
funds are all carefully safeguarded. The present requirement of
the Industrial Commission is that no funds be invested in anything
except Government securities. But then, that is merely a detail o
safeguarding the investment of funds. I happen to be in favor of
placing the money, whether it is through a governmental agency
itself or through the deposit in the Federal Reserve System, at least
I favor safeguarding that principal in the best way possible, and
to that extent I certainly approve of the Federal bill in the method
of safeguarding the investment of funds.

We will now come to the incentive. The incentive to stabilize
emplo iment comes in the provision which says that you may scale
down your contributions when your reserve reaches a certain level.
Obviously, if you are paying benefits regularly to unemployment
you will never have any reserve, but there is. a definite incentive
to produce steady employment for your people, and thus gain the
benefit of the reduction.

It has been said many times, and I think Professor Epstein has
scoffed at the idea of there being any incentive. I fee that he
does not know employers' psychology when he makes that state-
ment. Tax saving as you should we I know, Mr. Chairman, is 'in
instinct well-developed in the business man.

The CHAIRMAN. When did Wisconsin pass the lawI
Mr. STORY. It passed the law in a special session of 1932-33.
The CHAnMAN. How much tax did they impose?
Mr. SToa. They imposed 2 percent on the total pay roll, listing

out, however, salaries in excess of $300 a month.
The CHAraMAN. How has it worked with reference to building up

a fund ?
Mr. STORY. Well, Mr. Chairman, 'the law was postponed on an

index basis. The N. R. A. came along--or the Recovery-whichever
it may be, or both--but listed the pay-roll indices, so that the law
went into effect only last July-July 1 of the past year.



ECONOMIC SECURITY ACT

.The CRAIMIAN. So you really have not been able to judge this
from experience?

Mr. STORY. The first year was a year of accumulation of reserves.
I think at-the present time they are accumulating at the rate of
about $400,000 a month. That figure may vary a httle bit, but that
is about the rate, and I think it will be higher, of course, as business
improves.

Let me point out to you just the psychology of this incentive that
I speak o- The treasurer of a company, the guardian of the ex-
chequer, has a keen eye for cash leaks in any company. When he
sees an opportunity to cut down the cash leaks by payment of un.
employment benefits which will occur, he is going to be very arbitrary
with both his sales and manufacturing departments to attempt to
stop that leak. That is simply treasurer's psychology

Let us assume that you cannot accomplish a 100-percent saving.
That is, of course, give 100 percent steady employment. For those
employers that get 100 percent employment we have accomplished
a real job. We have given them a higher annual wage. If we
cannot do it 100 percent, then what happens? Then the employer
augments the actual wage of the irregular employee by a deferred
wage, limited, to be sure, at the start, and possibly it must be limited
reasonably, but at least the plan would pay 10 weeks' benefit in
each calendar year, with certain other limitations as to length of
employment and features of that kind, but at any rate the theory
of the Wisconsin law is to allocate to the individual employer a
part of the society's cost of supporting the irregular employee rather
than throwing the entire cost on industry as a whole.

For exam ple, why should an employer who gives steady employ-
ment subsidize a competitor who does not give steady, employment I
One who does not assume his fair share of society's *burden of sup-
porting that irregular employment? _We feel that employment is
as much a hazard of industry as accident, and that the employer
should to a limited extent, at least, bear that cost in the same way
that he is bearing accident costs.

I think there was no effort made when we put through our work-
men's compensation law to ask full contributions on the part of the
employees. As a matter of fact, the employee suffers enough by
his unemployment. I do not see that there is any basis for putting
a contribution on his shoulders; he has plenty of wage loss through
that cause. He won't get all of his wage loss back, even under the
Wisconsin system; it is impossible to do so under any system.

So that we feel that just as in the workmen's compensation system
where there -was a great hullabaloo raised about the impossibility of
preventing or retarding accidents, and we have seen definitely that
accidents can be prevented to a large extent. We know that unem-
ployment can, that employment can be steadied. Only experience can
tell us how much, but in the very short time that our law has been
in operation, we have had tremendous interest in the matter of steady
employment. I happen to know that classes are being conducted by
a certain organization in Milwaukee that are being attended at the
rate of 150 persons for each class, and there have been five series of
classes. The interest is there.
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What we need is advertence of the employer, and you will not
have advertence unless you supply the incentive of the Wisconsin
law.

There are certain possible economic effects. Mr. Cameron, in a
recent Ford Sunday Evening Hour, commented on the share-the-work
movement as being detrimental from an economic standpoint. He:
said you share the work and you reduce everybody to a low level-of;
earnings. The result is a purchasing power that is reduced to w.
minimum. The Wisconsin plan produces the very opposite effect;
of the share-the-work movement. To that extent it produces selec-
tive purchasing power. Selective purchasing power-I wish Senator
Couzens were here--selective purchasing power is the very thing that
our great automotive industries need. If we are all down on a level
below the ability to buy cars, there would not be any great automobile
industries.

The Wisconsin law will tend to build up a selective purchasing
power. Just how much of a factor that can be in recovery no one
can know, but at least it is a possible factor that by increasing indi-
vidual purchasing power we can start business on the reverse cycle.

We have heard a lot about technological unemployment. The ft"h
nocrats have said that we should not have any technological advance-
ment. Of course, that is ridiculous. The difficulty with technological
advanceme:it is that it is too quick in the application of the change.
Let me give you an example of what I mean. The dial telephone
installation of the American Telephone & Telegraph Co. was one
of the finest examples of proper adaptation of technological advance-
ment. I have understood that they did not lay off one single em-
ployee by reason of that change, in other words, they adapted it to,
their labor turn-over.

I feel that a system of this kind universally adopted might have
a tremendous effect upon the employment which arises from techno
logical advance. Just how much-it is all an experiment, but at
least we are moving in what seems to be an economic direction, under
the Wisconsin plan.

What possible effect might it have upon the expansion of boom
times With the law in its present form, probably little, but with
severe penalties for irregular employment through possibly the addi.
tion-of dismissal wages larger in amount, I think there might be just
enough advertent to cause a sound hesitancy about overexpansion in
boom times. But, in my opinion, that is just a thought. How it
would work out time can only tell.

The whole point is to have advertence of the employer with the
problem of steady employment. You must have that advertence,
and you will have it only through incentive.

Let us contrast the theory and possible effect of the Wisconsin plan
with the English system. The English fund, of course, belongs to
the State. No matter where the contribution comes from, if the.
state owns the fund, it is immaterial whether the employer con.
tributes all or three of the parts of the possible persons contribute.
The state, of course, can change the rules of the society-this gigantic
aid society that I have mentioned.

Mass thinking today-and this is an important factor to be con.
sidered in this bognection-mass thinking contemplates the system,
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that we are talking about-em ployment compensatio,-to be one
which will pay liberal benefits for unlimited periods, or rather for
the duration of employment to a.iI unemployed, regardless of the
length of service prior to that, or any element; in other words, they
are thinking of a cash-relief system to take the place of the public.
relief system that we have today. Of course, we know that in the
beginning at least this law as now drawn does not contemplate it.
Professor Epstein mentioned that you had to have the three classifi-
cations in 'the community and in the old-age'asslsaa-your poor
relief, your out-of-door relief, and your compensation.

But what are you going to have with this mass thinking, and
particularly with the wording in section 407-A in which there is the
statement that this payment of unemployment compensation shall
be paid as a matter of right to the employee? I know the purpose
of that provision in the law; it is laudable. It is intended to prevent
it from sounding like a dole, but the way the public is going to read
that clause, this is a cash-relief assistance. It is going to give stim-
ulus to the idea of changing the law as soon as possible so that it
becomes a cash-relief system.

What has been the experience in England? England started out,
I assume, with a system actuarially sound. Changes in the law were
made for extended benefits, for increased rates of benefits. The re-
suit has been a trend toward a cash-relief system. And what hap-
penedI Obvious insolvency of the fund. That is why the Royal
Commission of 1930 was appointed-to find a way.to eliminate the
insolvency of the fund. And what happens? They come back and
:restrict the provisions which have been expended and which have
actually made the funds insolvent.

I believe from my 15 years of experience in legislative work-and
I have been closely connected with it in Wisconsin-that whenever
you have a pool fund which belongs to the State, belongs to society
you will always have political pressure enough to make that fund
insolvent. I do not think there is any question of a doubt on that
score in this connection, because there is no limit to what political
pressure can do in that connection.

The English plan, the pool-fund plan, gives no incentive, of course,
for stabilization of employment. It gives no incentive against tech.
nological development, nor the possibility of stabilization against
overexpansion.

The CHAIRMAN. Senator Wagner, if you desire to a* any questions
at any time please do so.

Senator WAONMi. Have you any suggested amendments to the bill?
Mr. STo y. I have only in this connection.
Senator WAGNME. I ask you, because as the bill is now drawn, your

present Wisconsin plan could not continue without some modifi-
cation.

Mr. STORY. That is precisely it. I have only this one feeling, and
I can end right now.

Senator WAoMGN. You had better go on, because you vwere develop-
ing an interesting question.

Mr. STORY. Allow me to repeat then, please. The English plan
has the defect, as I say, of potential insolvency due to political pres-
sure. You gentlemen know more about that than I do. It does not
allocate the cost to the industries which allow and have the regular
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employment, and it does not work against overexpansion or tend to
eliminate technological unemployment; in other words, all it does, its
sole purpose, is to pay benefits.

We in Wisconsin-and I feel that I am entitled to come here and
say this because I did advocate unenmplo ment compensation Ion
before tis question on this bill was here-Ivas pushing for it and
see the need of it and I advocate this type of compulsory bill; but my
feeling is that no one knows what the Wisconsin law will do. But, on
the other hand speaking of suicide, I will have to poke a little fun at
Professor Epstein; what-we are tryingto perfect is the suicide for
State insolvency of the pool system. Frankly and honestly, that is
my feeling in the matter.

TI feel that Wisconsin will show the way to stay away from that
kind of a situation. All we ask in Wisconsin is this: That you elimi-
tiate from the law the requirement that we must pay a certain per-
centage as a contribution into a pool fund. Show the liberality
toward Wisconsin that you do in your other features of the bill. You
welcome experimentation and you desire that the States adjust their
systems to their local conditions in a large measure. There must be a
difference between the North and the South; there are different condi-
tions in the East and the West. Wisconsin is trying a system - we
went out and started one. All I think is-and I feel this so strongly-
that we should be entitled to carry on with our experiment. It is not
a matter of how much we pay.

The CHAIRMAN. Thank you very much. Did you want to ask any
questions, Senator Wagner?

Senator WAONER. You know there is that school of thought on this
subject that favors a uniform Federal unemployment insurance sys-
tem. Do you think that we are prepared for such an act?

Mr. STORo. I can state that I have very definite opinions on that.
I do not think a Federal act should be contemplated at all now, and
if my reasoning is right, at any future time; and I base it on this
idea, that the conditions in the different parts of the country require
reasonable flexibility in the law. I do not think even minimum
standards are going to reach your situation. I do not think anyone
sitting here in Cashington can tell what the various States with their
varying conditions need. That is just one thing.

On the administrative side: For 15 years I have worked very closely
with the industrial commission of Wisconsin, which is one of the
finest we have in the United States. It is that.kind of personal con-
tact that will make effective any law. As Miss Elizabeth Brandice
put it "The law is just a skeleton; the administration is the flesh
and blood." In other words it is this close personal touch, the
relationship between the industrial commission or whatever the
agency may be in the State, with the various employees and em.
players. That kind of contact can never come under a Federal
system. It is impossible.

Senator WAozp. The reason I aek is because there are some
opposed to the act pending here now because it does not provide
for a uniform national system.

Mr. SrRy. I understand that thoroughly, Senator Wagner, and
I feel for those two reasons: I think your N. R. A. indicated that
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there is a' difference in the situation between various areas, and whytrU o put ii!strait,-jacket ont •t me answer just one thing further. You cannot force people

to obey the laws* yot have got to educate them. The education
can be done much better through personal local contacts than it
can be done by the writing of rules from one central agency.

The CHAnRMAw. Thank you very much.
Dr. Ellen Potter.

STATZMSNT OF DR. ELLEN POTTER, TRENTON, N. 7., REPRESENT-
ING THE NATIONAL COMMITTEE ON CARE OF TRANSIENT AND
HOMELESS

Dr. PoTnn. I have come as representing the National Committee
on the Care of Transient and Homeless to speak particularly about
one general phase of the security program as found in this bill, and
I am awfully sorry I come with a laryngitis that is quite a match
for Dr. Epstein's. I shall try to be brief, therefore.

' Reading that bill and contemplating the address that was given
b the President which stated that there was to be turned back to
te States the care of the chronically indigent or those needing
relief, States and local communities to be handled as formerly, with
the works program taking care of the large part of the problem
that now exists, one realizes that contemplating the old age and
other forms of security that are provided here, and also the works
projects that are provided, that there will still be left a group of
considerable size of persons who will not have security assured to
them because of the difficulties that have developed and have become
very greatly' accentuated during the last 5 years. That group we
have talked about during the last 3 years, for want of a better term,
as the transient group--that is, a group of men and women, and men
with their families who have traveled the country looking for work-
and to save you time and my throat, I would like to present that
document as giving the history that lies back of the transient move-
ment,- on the basis of which America actually was expanded by the
pioneers, the source from which our seasonal labor was recruited,
and the group from which our unemployed floating population was
recruited- when we mechanized industry and mechanized agricul-
ture 'o that the number employed was reduced very considerably.

The CHAURMAN. That will be put into the record.
(Dr. Potter subsequently submitted the following reference to

the document referred to in her testimony:)
Federal Transient Program, An Evaluative Survey, May to July 1934, by

Ellery F. Reed, Ph. D., director of research, Cincinnati Community Chest, with
recommendations by the committee on bare of transient and homeless. Pub-
lished by the committee on care of transient and hornless, R. K. 0. Building,
1270 Sixth Avenue, New York City.

(The document referred to is as follows:)

Tna Paosmzu oP THE TiNENrT

(By Ellen 0. Potter)

Conspicuous among the problems revealed by the economic collapse of 199,
followed by the long continued depression, was that of the unemployed persons
who In rapidly increasing numbers took to the road to find a Job and wio, at
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the end of 12 months' fruitless search, found themselves not only without a
Job but "men without a country ", for our archaic poor laws and laws of
legal settlement denied them any right to material assistance.

In the third year of the depression every State, city, town, and village
stood with Its defenses raised against men, women, and children who could not
prove long-tlme residence within Its jurisdiction. The leading citizen as well
as the common laborer resented the presence of the migrant; the public ofdal,
in response to local demand, threw him into the lock-up or ran him over the
border to the next county or the next State; he was considered a menace
instead of a human being to be integrated into the social structure of the
community.

The migrant, whether he be a professional man or a common laborer, is
no new phenomenon in America. Our country has been developed by those
men and women of various national origins who had the courage to leave
lands which they knew to seek out another land where political and religious
liberty might be found, and where adventure and opportunity to better them-
selves was assured.

Our English forebears brought with them not only this urge to better them.
selves but also certain patterns of human relationship elibodied In the old
English poor law and the laws of legal settlement. Thesetnsured that those
who prospered would assume through the overseer of the poor and tax moneys
responsibility for providing under certain conditions the necessities of life
for those less fortunate. These conditions required that a man or a family to
be entitled to relief must have lived a certain number of months in a given
locality to establish legal settlement and consequent right to assistance.
Twelve months was the usual requirement and to this day In almost all the
States of the Union this Is the law.

There Is further this complication: That the administration of relief previ-
ous to the establishment of Federal emergency relief was not a State function
but a purely local responsibility; and as a result the person in need might
have legal settlement in the State but not in the county or the municipality,
and therefore no relief was to be had.

STUD=m OF 'XANsrIKNOy

Because of these deplorable conditions and the absence of any legal re-
sponsibllity for the care of this army of wanderers, the Federal Children's
Bureau, In the summer of 1932, undertook a survey of the situation in the
Southwest, with especial reference to boys and young men who by the thou-
sands (estimated 200,000 for the United States) were found "riding the rods"
of the railroads, their whole future endangered and their lives in jeopardy.
The publication of the findings of the Bureau focused national attention on
the problem.

In October 1932 a group of Individuals, members of national agencies I deeply
concerned with this problem, together with a number of persons' actively
engaged in the study of the subject, organized themselves under the auspices
of the National Social Work Council as a discussion group to explore the size
and content of the problem, to plan experiments for its handling, and to bring
more closely together the agencies already In the field In order to arrive at
an understanding of the social phenomenon and, if possible, to work out some
practical plan for Its relief.

The activities of the committee, financed by Mr. Trhcy W.L McGregor, included
deep delving Into the historic background of the development of the United
States as it relates to movements of population; survey of conditions relating
to the homeless and transient In two areas, the South Atlantis and the Northeast
Central States, which had not previously been studied. 'A census of "tran-
slency" was taken in January and again In March 193& These figures were
aualyzed and interpreted. Standards of care and typOs of services *ere evolved,
and a definite effort was made to disseminate information as to the cause of

I Association of Community Chests and Councils; Amerifan Public Welfare Association;
Bureau of Jewish Social Research; Child Welfare Le sgue of America; Family Welfare
Association of America; International Migraton Service| National Association of Travel.
ers' Aid Societies, National Social Work Council; National Urban League; Y. M. C. A.;
Y. W, C. A.; N. iY, Joint Application Bureau Salvation Army.

T a.-W. McGregor, of Wasbington god Deirolt: Nelt Anderson, Columbia University;
A. W; Meliea, Ch cego University Harold P. Winghester, Albisy.

11680'-35.A.-S4
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this vast movement of population, possible methods of meeting the need, and
methods of prevention.

Representatives of the committee participated in the hearings held before
the Congressional committee previous to the creation of the Federal Emergency
Relief Administration, and as a result the act creating, that Administration
included the definite provision that the Federal funds appropriated were to
provide--
"the necessities of life to persons in need as a result of the present emergency,
and/or to their dependents whether resident, transient, or homeless."

It was also provided that- !
"The Admlifistrator.may certify out of the funds made available. * * *

additional grants to States applying therefor to aid needy persons who have
no legal settlement in any one State or community."

It may be profitable briefly to review the findings of the committee resulting
from its study, surveys, census, and discussion.

HIST-1 BACXOROUND OF UbGUATIO.

Migrancy is no new phenomenon in America. The early settlers and the
more recent emigrants left Intolerable conditions in order to find a more satis-
factory way of life In a new environment. The early years of our development
saw the colonists and later their descendants leave the seaboard for the Alle-
ghenys, then on to the Mississippi, and across the plains to the Northwest and
California. Alaska provided the last frontier where men could plant their
stakes and claim the land for their own and out of it win success by a combina-
tion of physical strength, intelligence, and luck.

With this flow of population toward the west went the traditions of the old
English poor law. So long as frontiers beckoned to the man and the woman
who had courage, initiative, and health as their capital with which to undertake
a new adventure, they were almost certain to succeed. Today the frontiers are
closed, and legal barriers stand in the way of the man who takes to the road
looking-for opportunity.

This fact, that success in these pioneer undertakings was largely predicated
upon individual initiative and hard work applied to the natural resources of
the country, developed an American tradition, namely, that the man who failed
had only himself to blame for his inability to "get on." The "great depres-
sion" has shaken our faith in this belief.

This pioneer epoch was followed by the era of development and exploitation.
Our canals and railroads were built and our forests were exploited by men who
were lured far from home by good wages amd high adventure. Our gold tempted
thousands, with packs on their backs, into the gold fields hundreds and thou-
sands of miles away from home, and often they remained and created a new
and prosperous community.

With the development of the West, with its crops of grain, fruits, fish, and
so forth, came the demand for seasonal labor, and the movement of population,
men alone or with their families, followed the crop season from South to North,
drifting "back home" with a little money in hand after the season's labor.

Industrialization in the North and East after 1880 brought a steady drift
of population from the country to the city, the younger generation of men and
women finding opportunity beckoning. So great was the demand for labor,
skilled and unskilled, that as a Nation we deliberately encouraged Immigration
from Europe, without regard to quality and with no program for the assimlla.
tion of those who came.

The census of 1880 shows 28.6 percent of our population urban as against
56.2 percent in 1930-a great shift in the economic balance of the country.

Into the midst of these movements of population a new factor was thrown
in the early part of this century. The mechanization of industry threw men
out of work more rapidly than new types of industry could find use for them,
and again the phenomenon of men on the road looking for work became a fact.
but at the time It was given scant recognition. It Is now estimated that at least
8,000,000 were out of work In 1929.

Within our major movements of population there was also the migration of
the Negro from the South to the North to be reckoned with, while the decrease
in international trade sent the Seamen to shore with no job.

These population movements have always constituted a risk to the individual
who might find himself In need, for the rigid laws of settlement and public relief
were likely to deny him asistance.
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With the long-continued depression, industry and commerce stagnant, private
charity without funds, public charity with its back to the wall, holding its
relief funds for "citizens only" and inadequate at that, it i not to be wondered
at that men and families took to the road, nor is it strange that the local com-
munity turned its back upon the stranger in need.

TANsIENT ooMUIrrrU AoT[VrrES AND CONCLUSIONS

The Committee on the Care of Transient and Homeless, having digested these
historic facts, undertook to look at first hand upon the present-day conditions.
Surveys were made and on two occasion%'early in 1933, a census was taken of
the transients in care in various localities. Reports were received from 809
cities in 48 States and the District of Columbia from more than 130 agencies

The first census, covering 3 days, recorded 370,000 personally registered; and
of these 3W4,000 were males. Boys under 21 years numbered 16,500; girls,
2,700; women, 14,482. The South and West showed the largest percentage of
boys registered, and it was generally recognized that they were not seeking
the assistance of social agencies but were fending for themselves in "Jungles"
outside the cities and en route on the railroads and highways.

The second census, on March 22, 1933, enumerated 201,000 persons, 177,483
being males. All the States in the Union were represented, indicating that
while each made its contribution to this moving stream of transients, it also
shared unequally In the burden imposed by them. Florida, California, New
Mexico, and Arizona carried a heavy load that winter.

This census made clear that while the younger men take the long trail across
the country, the bulk of the transient army moves within a radius of 500 miles
of its home base. The March census also showed 3,165 families on the move,
representing 14,187 persons, with 5,544 of them under 14 years of age.

Estimates made of the transients on the road ranged as high as 1,000,000
plus, but this was a rough guess.

Recognizing these stark facts, realizing that there was no law to compel a
local community or a State to provide fot these Wanderers, the conclsion
reached was that, at least for the period of the depression, these persons with-
out legal settlement must be considered as a national responsibility, and plans.
for their assistance must be worked out on a national basis, to be administered
by the States upon a level of decency and social understanding better than that
nccorded the unattached man who was provided for In municipal shelters.

TiF FEDERAL PLAN

In August 1933, the Federal Relief Administrator accepted responsibility for
the unsettled person and his family and began to develop plans for an attack
on the problem. The attention of all Governors was called to the fact that
each State was adding its contingent to the army of transients by its own
Inadequate relief program, and they were, urged to give greater consideration
to the prevention of transiency.

For purposes of administration a "transient"' was defined as an Individual
(or family) who had resided within State boundaries less than 12 months.
This was a definite recognition of the fact that In nearly all States 12 months'
residence could be required for settlement. A transient, when accepted for
care, was to remain a continuing responsibility of the State translet -bureau.
until successfully adjusted.

The basic principles upon which the Federal transient program was to be
built were these:
1. The plan must be comprehensive In its scope and undertake to meet the

needs of men and boys, women and girls, and families in a manner adapted
to the needs of each individual.

2. It must be Nation-wide In its application.
8. It must be dominated by Federal leadership as to standards and policy

and financed entirely from Federal funds, except for hospitalization.
4. It must be worked out and administered on a State and regional basis,

adapted to the situation in each State.
5. Any plans made 'to meet the present conditions should' also include long.

term social planning for revision of the laws of settlement, relief, and vagrancy,

'A ,'Federal firausleat" bad resided In a State less than .12 month&. A "State
transient" bad lostbie munkipal settlement but hAd not moved outside the State.
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It was hoped that plans developed for the care of transients would inevitably
improve standards of care for the local and State homeless.

The original Federal transient plan provided for a Federal director of
transient activities. Each State was requested to set up a transient bureau
under a director to be approved by the Federal administrator.

The State transient director was required to survey the State situation as it
related to transiency, and, in cooperation with others interested, to devise a plan
to meet the State needs. With' the approval of the State emergency relief
administration director, this plan was to be submitted to the Federal admin-
istrator, and, when approved by him, was to become the working plan for the
State.

A total of $1M000,000 was earmarked for purposees of this social experiment,
and as plans were approved an allocation of funds was made.

STATE PLANS

In general, State plans conformed to the following pattern: Under the State
transient director there were set up at strategic transportation points regional
registration4 and service centers, with a trained case-work supervisor and staff
of Interviewers in charge. This center received all applicants who had lived
in the State less than 12 months.

An effort was made to plan with the client for his Immediate relief and for
his future. No compulsion was exercised In this planning.

The following services !were authorlh&- under the Federal regulations:
Shelter, food, clothing, medical and health service (excluding hospitalization),
transportation where Indicated, work for wages or work for relief, Integra-
tion Into the community where found desirable, educational, recreational, and
character-building programs, and case-work assistance If desired. Some locali-
ties provided shelter under State and Federal auspices; in others, local muni-
cipal, Salvation Army, or other shelters were used on contract or per diem
basis. For young people, private social agencies such as the Young Womens
or Young Men's Christian Association were used. In many areas camps' were
established to meet the need of shelter, health-building, and productive work.
Great latitude was granted the States in the development of plans. Imagina-
tion was a prime requisite, and a great diversity of successful experimentation
has been the result.

The development of State plans was relatively a slow process. Some declared
they had no transient problem; others, while acknowledging the problem, were
slow to work out the details and recruit staff. As of June 15, 1934, the
District of Columbia and all the States except Vermont and Montana had
their programs in operation,'with 192,288 persons in care. Of these State
and Federal transients there were 114,848 unattached Individuals, of whom
111,152 were males and 3,866 were females; and 77,440 individuals in 21,252
families.

The "case loads" by States ranged from 126 in Idaho, 473 In Rhode Island,
and 579 In Delaware, the three lowest, to 21,604 in California, 15,320 in Ohio,
and 11,717 in Texas, the three highest. New York and Pennsylvania were
slow in developing their plans and are not Xet fully functioning. Florida,
New Mexico, and Arizona show registration high in proportion to their popula-
lion, probably due to cllmatic conditions and the search for health.

rINANCIRG AND ANALYSIS OF CASE WAD

The financial obligations incurred by the Federal Government on behalf of
transients during February totaled $1,97Z392' with approximately 138,000
under care. These funds are used for food, clothing, shelter, medical care
(except hospitalization), construction In camps and shelters, salary of staff,
and money allowance to the man In camp, which ranges, in accordance with
the responsibility of his Job, from 81 to $3 per week,

An analysis of the transient figures available on May 23, 1934, indicates that
of the 166,478 under care, 40 percent were in family groups. Of the unattached
newly registered in March, 116,036 were white males, 207 Indians, 1,158 Mox-

'Approximately 810 for the United States.
'Twa hundred or more now in opeattn.
ln .one Mr. Aubrey Willlams, assitnt a4dmintator sted that epesd lures are

averaging WiiMb,OOo per month, part of this for camp and shelter construction.
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leans, and 9,905 Negroes. Of the women, 1,980 were white, 5 Indian, 11 Mexi-
can, and 82H Negro., The Oriental races were represented by 152 men and 1
woman. Of the famiies, 8,749 were white, 28 Indian, 127 Mexican, 867 Negro,
and 8 Oriental.

Considering the age distribution, 818 boys and 58 girls were under 16. Be-
tween 18 and 21 years there were 21,225 boys and 851 girls. Between 21 and
24 years there were 28,883 young men and 348 young women. In the family
groups there were 681 under 1 year of age; 2,984 between 1 and 6 years; and
4,518 between 8 and 15 years.

INTEIEIATION OF mULTs

The records of the transient bureau are devised not only for administrative
purposes but also In the belief that the mass of social data obtained may pro-
vide material which, when analyzed and interpreted, will give us guidance in
developing programs of prevention and treatment for this symptom of a serious
social disorder.'

As yet, no satisfactory interpretation of the results of the present program
Is available. We know that In March the closed cases indicated that 8930
individuals had been assimilated into local communities; 684 had been pro-
vided with permanent institutional care; 5.746 had been sent from city centers
to camps; 3,786 had been returned to their legal residences; 1,715 had been
transported to relatives; 2,484 had secured work; 9,249 had left because of
definite plans which they had formulated ; 813 had been transferred for care to
local relief organizations; and 83 had died.

But 102,000 of those Interviewed had either refused to make any plans or
left of their own accord without explanation. This lack of success must
undoubtedly be attributed In part to lack of training and skill of the staff
hastily recruited, with very little experience in making short-term contacts
fruitful on behalf of the individual who has become infected with the lure of
the road.

That the problem of transiency as we are at present viewing it Is a serious
one must be evident. In the moving army there are estimated to be 10 percent
of the chronic hobo type, but the remaining 90 percent are found to be average
normal individuals with at least a common-school to high-school education;
older men with good work habits; boys and younger men with no work records
because of the depression; family groups moving from place to place; and
little children growing up with no sense of security, no background, and no
normal community contacts and education.

If we do not handle the situation wisely and constructively, we run the
risk of developing a nomadic tribe, irresponsible in Its habits of life, sub-
sisting ultimately as parasites upon society and potentially a dangerous
group, contaminated, as it is bound to be, by the chronicc" who begin as petty
thieves and end as criminals.

On May 1, the Federal administrator issued an order decentralizing much
of the responsibility for transient administration and emphasizing the respon-
sibility of the Emergency Relief Administration State director for the promo-
tion of the program. Funds, however, are to continue to be earmarked for
the purpose of the transient activities. Where State emergency relief directors
have an appreciation of the gravity of the problem and Imagination, which
will stimulate the State transient director in the development of his plans,
thl shift in authority will be of advantage. Too often this understanding Is
lacking, and the development of State plans will be retarded unless the Federal
transient director Is ready and willing to give the State director support.

FIRM suavZ' or THE ROGAu IN ATON

A field survey undertaken by the committee on the care of transient and
homeless (with the approval of the Federal transient director), under the
director of Dr. Ellery F. Reed, Is now in progress for the purpose of evaluating
the results of the first year of transient activities under Federal direction.
Preliminary observatlops indicate:
1. A marked Improvement in local handling of the transient problem as

contrasted with 12 months ago. Public opinion is swinging from indifference
to interest in the ttansient program.

Illinois Is undetaking social studies of the alcoholic, the Negro, and the chronic hobo.
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2. Persons recruited from the ranks of the transients are being used in
important places of leadership within the group, and in certain areas there is
genuine participation.

8. Case-work procedures In relation to the transients are better understood
and are more nearly the main line of dependence in the program, but group-
work procedures are essential to success.

4. There has not yet developed a unified standard transient philosophy and
program throughout the Union, and there Is still great need of Federal
promotion in this field.

5. Camps established on public land with Public Works projects and work
projects for pdblic advantage In cities offer one of the most satisfactory solu-
tions of the transient problem, pending the revival of industry.

6. Health services throughout the transient program are at a minimum,
and the Federal refusal to provide hospitalization is a serious handicap,

7. The transients themselves are not a hotbed for communistic propaganda,
but rather are a conservative lot.

8. The transient is everywhere better cared for than Is the local homeless,
and as a result there is a constant recruiting Into the transient army.

These preliminary observations seem to indicate that the acceptance by the
Federal Relief Administrator of responsibility for the transient, "unsettled"
person has resulted in minimizing the social injustice which had become the
bitter lot of the man on the road. It is developing, by practical experlmenta.
tion, new methods of handling the unattached, unemployed man. It is arousing
the public to a consciousness of the fact that our union of states creates a
nation, and that from the Atlantic to the Pacific and from Canada to the
Gulf, our unfortunate fellow citizens have certain rights to material and
spiritual assistance which cannot be ignored.

THE FUTURE TASK

To secure the maximum return from the expenditure of Federal funds in
this undertaking, much more field service under Federal auspices is required
to interpret and guide the program.

A more active exchange of experience between States through conference
or publications Is desirable. More research based upon the social material
available, In cooperation with university departments, is essential if we are
to dig down to the roots of this problem and plan more intelligently for its
Immediate handling and for Its prevention.

In addition, It Is of the greatest importance that the Federal Relief Ad-
ministration, in cooperation with other social agencies, shall promote the
revision of our laws relating to relief and to vagrancy in the light of sound
social practice, and that it shall help to secure either the abolition of the laws
of settlement or their unification throughout the Nation.

Dr. Por r. If we take the President at his word, that groups of
this sort are to be handled by the States and local communities as
they were previously, we go back to a system of handling that was
of neglect cruel, and sometimes punitive to these individuals, be-
cause local communities, particularly since the depression has be-
come so long and so acute feel that they have wanted to maintain
their own people and did not welcome at all the stranger even
though the stranger came looking for work, which was a legitimate
thing in our American system. You may remember in 1932 surve s
made by the Federal Children's Bureau of the young men on the
road, and it was at that time just previously that our committee
began the study of this question, and we have had it for some 8
years, and I would like to insert in the record another brief report
of what the studies of that national committee revealed. This is a
document by Mr. Rabinoff, a member of the committee.

(The document referred to is as follows:)
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THo NAMnOzaL COMMITNE ON 0AxE OF TIANSIENT AND HOXuus

The National Committee on Care of Transient and Homeless came into being
on the initiative of several of the national agencies working in that field. The
studies made during the early depression years by the National Association
oi Travelers Aid Societies, the Family Welfare Association of America and
the Bureau of Jewish Social Research consolidated earlier experience of the
Srh-ate agencies on treatment of transients and suggested methods of organ-
zing community resources to deal with what was fast becoming a major

social-service problem. The McMillen study, made for the Federal Children's
Bureau early in 1932 was followed by a series of newspaper investigations
and reports, all of which confirmed the fact that there had been a tremendous
increase in transiency, that younger people were "on the road" In great
numbers and that broken morale, delinquency, acute suffering, accidents, and
deaths were the byproducts of the neglect.

In reviewing the situation the advocates of a national committee found that
there were many national agencies with local units Interested in the field, but
that there was lacking information as to the character and extent of the prob-
lem. There was little or no integration of program between the agencies, no
attempt had been made to envisage the problem nationally, nor to assure reason-
able treatment nationally or locally.

After a series of meetings the national committee was organized late in 1932,
made up of representatives of some 15 national agencies, together with several
individuals of established competence and concern for transients. Sponsorship
was lodged in the National Social Work Council, an Interested member of the
committee supplied a small fund, and the Travelers Aid gave office space and the
services of an executive secretary. The working plan called for a self-educative
process for the committee, an analysts of the problem, the coordination of the
functions of the agencies represented on the committee, and the development
and promotion of a national service program for dealing with transiency and
homelessness.

The activities of the committee during its first 8 months included the employ-
ment of two men to explore several sections of the country, to report first hand
on conditions, needs, resources, services, and other factors necessary to program.
Ing. The local social agencies cooperated with the committee In taking a census
of transients and homeless In January 1932, and another In March, securing, for
the first time, some reliable data on numbers of people under care, their age,
sex, and family distribution, their normal occupations and their cities of origin.
Testimony was prepared and presented In cooperation with the American Asso-
ciation of Social Workers Committee on Federal Action before the Senate com-
mittee which was considering the Cutting and the Wagner-La Follette bills, with
provisions for a Federal appropriation for the relief of transients. Subsequently
the national committee had a series of hearings at which persons familiar with
special aspects of the problem gave evidence drawn from their knowledge and
experience. The witnesses included a number of transient and homeless men.

The data thus accumulated, analyzed, and reviewed In numerous meetings of
the committee resulted in:

First. The recognition of the distinction between interstate transients, intra-
state transients, and local homeles, the first group being the smallest of the
three. All three were being eltier entirely neglected, or cared for In mass
facilities created on an emergency basis. The three categories differedl more
in the source of responsibility for their care than In the nature of their
difficulty. Furthermore there seemed to be a constant flow, back and forth,
from one to another of the groups, according to differentials in treatment
offered as well as to personal considerations.

Second. The conviction that the problem could not be adequately handled
by private agencies, operating community by community. Too many people were
involved, they shifted so constantly from place to place that effective care
could not be given tt one point. The causative factors were complex, prob-
ably stemming less from Individual personality diflicultles in these days than
from social and industrial disturbances. Accordingly, the treatment program
could only be built on national liners--to deal %with the individual transient
according to his need, to provide special facliitlep.where necessary for categories
requiring long-time care and to acquire knowledge and experience for an
attack at the roots of the problem. Without such special provision, the
transient is the lapt group to receive consideration, hir reliet needs comvpeing
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with those of local families, a complication enlanoqd by hostility and- resent-
ment to the stranger. A program nationally conceived and financed could
mobilize resources and make an impression on an elusive and baffling problem,
as old as civilization but 'now affecting hundreds of thousands of apprnty
normal indivIduasL In addition, to the chronic ti-ansients long'identified with
the road, the reports showed migratory laborers, health seekers, young people
and old looking for work, Jyarletes of educational and home background.
Progressive demoralization was evident,

'-hird, the preparation of a treatment program, in two parts, the one directed
to preventive aspects, the other, to Individual care. On the preventive side, the
outlIpe catlW for mwsurea to provide educational recreational opportunities,
employment, and traLdng-the gamut of wholesome home and community life,
even to adequate relief-for the lack of these elemental needs tends to tear
people loose from their home and community moorings to try their fate in the
mysteries of the unknown. Pot treatment, there was found to be need for
breaking down the practice of mass shelter on an emergency basis, usually with
a time 1imit. The treatment elements recommended were (1) small shelter
units, i4dividuaized shelter where possible; (2) work opportunities, but not
work tests; (3) camps for those men who could profit physically and educa-
tionally by such work project; and (4) central Intake bureaus, with case work
used to individualize the applicants, to make treatment assignments according
to apparent need, and to select cases involving personality problems for In.
tensive attention. Institutionalization, some restrictive and possibly even
punitive measures entered into the plan, after the basic positive elements have
been made available. The program stressed the importance of draining the
shelters, camps, and other congregate provisions of experimenting with intelli-
gent outlets from care, as well as selective Intake.

Women transients and families, it was found, were appearing in larger num.
bers than ever before; and although the established principles of care still
seemed applicable, sufficient resources were not being provided either by private
social agencies or by the emergency and public units. Settlement and vagrancy
laws, it was pointed out, needed modernizing on a national rather than a local
pattern.

These findings, with supporting data, were widely distributed by the national
committee in the form of reports on the census, a memorandum on standards
of care for transients and homeless, and in committee reports. They were di-
rected to private agencies, to public welfare officials, and, In some degree, to the
press. Considerable interest was aroused, particularly In those cities where
central registration bureaus or other community plans had been created or were
In discussion.

When the Federal Emergency Relief Administration was established in
May 1933, the present Chairman of the Committee, Dr. Ellen C. Potter, was
called to Washington to organize a Division of Transient Activities. When
her leave of absence from the New Jersey State Department expired, a new
transient director, one of the two field men who had worked with the commit-
tee, was appointed. His successor, the present incumbent, was the second field
director for the committee. All during these 8 months of the Transient Divi-
sion's life, the committee has stood by, helped in planning and policy-making,
putting its service and experience at the disposal of the Federal Administrator
and his staff.

The results of the Transent Division work have more than repaid the invest-
ment. The committee's pathfinding, projected into reality by the F. E. R. A.,
has brought light Into one of the darkest areas of human relationships. In
no sector of the field has there been so drastic a shift. For the first time
money and personnel have been applied to relief for transients. Now the
problem can be examined on a national scale and provision made to reach
some of the roots on which It has thrived.

The year ahead is crucial. With the groundwork laid, the program must
now proceed vigorously, although experimentally, beyond the primary stages
of food, shelter, and made work, to fundamental and long-time planning. The
committee is now engaged in a study of the Federal program as it has thus
far been developed. The study will evaluate past experience, but even more
Important, It will provide a.sioint of departure for further planning. Appar-
ently a substantial portion of the transient load can be reabsorbed Into normal
oclal and Industrial life, as opportunities are opened up and v9cational training

facilities are applied to Individuals. A residual group will require other forms
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of care, some possibly on a custodial basis, because of physical or other forms
of social break-down. It is even conceivable that the program will allow for
the normal wanderthirst of youth, as has been tried sucqessfully in some parts
of Europe. Seasonal and migratory labor must also be isolated and provided
for, under the social order promised by the "new deal ", without being con-
demned to a pariah existence.

GEORGE W. RABINOWF

All of this, and more, is within the range of possibilities if the Federal Gov-
ernment can te brought to recognize a continuing responsibility for what is
essentially a national, an Interstate, rather than a local problem--one which
requires a national perspective for evaluation as well as for treatment. The
committee Is disturbed by the present tendency reported In F. E. R. A. to throw
responsibility for transient programs back to the several States. Such a course
would result not only in the loss of this years gains but would close the doors
to the curative service directly ahead. This is the one phase of the F. . R. A.
program which is undeniably Federal, that Is interstate In character. Admin-
stration may and preferably should be local, but financing, planning, and

control must be national.
The one other task to which the committee has applied itself this year has

been an analysis of the circumstances surrounding the resident homeless group,
who now represent tle "forgotten man ", still neglected and forlorn, given the
leavings, such as they are, after the local families, and now the transients,
have been provided for-another Augean stable to.be cleaned out. Preliminary
studies have been Initiated, with findings and program still to be developed.

So the National Committee on Transients Intends to continue Its Interest, its
studies, and Its promotional efforts in the field of transiency and honiele,sness.
Representing the private agencies which have turned over to the Federal Gov-
ernment the major share of the responsibility they had carried for transiency,
the committee still has the role of Interpreter between social work and the
Government, an agent for building public and legislative opinion in support of
the new program, an aide In recruiting and training of personnel, an objective
formulator of standards and policies, and a defense against the break-down of.
the public service.

Grozom W. Rxalaoyr,
Member, R ecutive Oommitlee,

National Committee on Care of Transient and Homeless.
New York City.

We undertook that study, and among other things found that the
basic cause for the disability of these people was the archaic poor
laws that were very rigid; and the settlement laws throughout the
United States, which range from purposes of relief from 10 years in
Rhode Island to 1 year in many other States; and with the laws of
settlement sometimes being predicated on the mere leaving of the
State with the purpose to go for work, resulting in some instances in
many of the States being on the basis of 1 year's absence from the
State.

And if you choose to have it, that is the statement in regard to the
irregularities in the settlement laws which make for this great diffi-
culty in the transient population.

Oomrrzozis Dicmmiio RUSrDsEC AND Sm urzivmr Yoa Pmsors S=zzioRm

iPrepared by Research Department, Transient DivisIon, Federal Emergency Relief
Administration]

ALABAMA

Legal settlement.-Acquired In any county by a residence of 6 months prior to
application for relief. (Ala. Code, 1928, sec. 2789, p. 458.)

Loss of legal settlement.-No specific statutory provisions as such.
Lois of residenpe.-(Votlng.) Residence not lost by a temporary absence

from the jurisdiction. Residence Is a question of Intention. (Ala. Pol. Code.
123, sec. 866.)
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ARANBSk

Lega setletM.-No specific statutory provisions as such.
Residew.-Acquisltlon for voting purposes: 12 months in the State, 6 months

in the county, I month in the precinct. (1916 Ark. Code, Kirbey and Castle,
1918, see. 290.)

Loss of reafdenwe.-No specific statutory provision as such. (In the seeming
absence of statutory limitations It is suggested that the majority rule to the
effect that residence or domicile is a question of Intention and is therefore not
lost until a new, domicile or residence is acquired will probably apply.

ARIZONA

Legal aettlement.-No specific statutory provisions as such.
Re8fdenoe.-Acquisition for voting and employment on public-works projects:

1 year in the State and 30 days within the county or precinct. (Ariz. Code, 1928
sec. 1214, p. 267; H. B. 37, ch. 12, see. 1352A.)

Loss of res(dece.-Residence not lost until another or new residence is
acquired. (Ariz. Code, 1928, see. 1216)

CALI ORNIA

Legal seltlemenl.-Acquisition: 3 years, self-supporting, with intent to be
permanently domlclled in the State, and I continuous year in the county, or
county of longest residence, during aforementioned 3-year period. (Gen. Laws
of Cal. (Deering's) 133 Supp. Act 5315, secs. 1-13, Inclu., p. 2043; Col. St. and
Amend. to Code, 1933, p. 2005-10, inclu., Gen. Laws of Cal. 1931, sec. 1, 2, 2%,
added by Laws of 1931, ch. 110, 3-5.)

Loss of eettlement.-One year's absence from the State or county. (Ibid.,
Sub. C.)

COLOBADO

Legal aeltlement.-(Residence) acquisition: 1 year in the State, of which
year there must have been a physical presence of 350 days. (Session Laws,
1933, act 202, ch. 143, p. 7467.)

Loss of legal settlement.-No specific statutory provisions. "A person's
domicll continues until he has acquired a legal residence elsewhere." (Kay v.
8troebcc4 254, Pac. 150, 81 Col. 144, Mar. 7. 1927.)

cONNEC-TICUT

Legal setttemenl.-Acquisition: 4 continuous years' residence, self-supporting.
(Conn. Gen. Stat., 1930 Rev., voL 1, secs. 1684, 5, 6. 7; see Conn. Bulletin.
L. R. B. A. 1.)

Loss of legal tettlement.-Settement not lost until another is acquired. (1
Root 179; 5 Conn. 95; 3 Conn. 600; 1 Root 232; 1 Swift's Syst. 171.)

DELAW.%Rig

Legal settlement.-Acquisition: In gei,,,al, by 1 year's continuous residence.
(Del. Rev. Code, 1915, see. 1461, subset. 17, p. 636; there are six ways of
obtaining settlement here In the cited section, so that only a general rule Is
stated here. For complete details see L. R. B. A 2.)

Loss of legal settlemenL.-Not lost until another Is gained. (Ibid.)

DISTRICT OF COLUMBIA

Legal? 8ettlemett.-AcquIsition: No specific code provision, as such.
ever, by practice, residence Is acquired by residing In District of Colv'
1 continuous year. (L. R. B. A 2, p. 4.)

Loss of legal seltlement.-(Residence:) Majority rule restated. (I.-d.)

FLORIDA

Legal settement.-Acquisitions: No specific statutory provisions as such.
Conditlons precedent for relief.--Two years' residence in the State and 1 year

in the county. (Com. Gen. Laws of Fla., 1932 Supp., sec. W76 (5), p. 374.)
Lois of residenoe.-Residence continues until a new one is acquired. (See

cases cited, L. R. B. A 2, pp. 7, &)
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. IOURIA

Legal aettlenent,-Acqulsitions: No specific statutory provisions as such.
Residence and domkll.-Acquisition (voting:) 1 year in the State and 6

months In the county.. (Ga. Code, 1926, see. 6397, par. 3.)
Loss of residence and doinkfl.-(Ctizenship:) Residence, doilcil, or citizen-

ship continues until a new status Is acquired. (Ga. Code, 10, see. 2163; Code,
sec. 2181; cases cited L. R. B. A 2, p. 12.)

IDAHO,.•

Legal settlement.-No specific statutory provisions, as such.
Res dence.-Acquisition (voting:) 6 months in the State, 30 days In the

county. (1932 Idaho Code. vol. 2, ch. 4, see. 33-401.)
Loss of reefdence.-Resdence continues until a new one Is acquired. (ibid.

se. 33-403.)
ILLINOIS

Legal settleen.-No specific statutory provisions, as such.
Residence.-Condition precedent for relief: 12 months in the county. (S. H.

Ii. R. S., 1931, ch. 107, secs 16 and 17.)
Loss of residcnce.-Resdence or domicil continues until lost by the acquisi-

tion of a new residence or domlcli. (Payne v. Toicn of Dunham, 29 I1., 125;
74 I1. 312; cases cited, L. It. B. A. 3, p. 2.)

INDIANA

Legal settleinet-Acquisition: I continuous year's residence in the State.
(Burns Ann. Ind. Stat., 1920, ch. 91, sec. 12259.)

Loss of legal settlemet.-Settlement lost by either the acquisition of a new
one, or by a year's willful absence from the State. (Ibid.)

IOWA

Legal settlcment.-Acquisltion: Settlement acquired by I year's continuous
residence in the State without having received a warning to depart. (Session
Laws of Iowa, 1933, H. F, 235, ch. 99, pp. 122-4.)

Loss of legal settlement.-Settlement lost by either an absence of 1 year from
the State or by the acquisition of a new settlement. (Laws of 1933, H. F. 235,
ch. 99, p. 122.)

KAN SAS

Legal settlenet, t.-Acquisitton: One year's re-idence in the county. (Laws
of Kans., 1933 (sp. seas.), H. B. No. 145, ch. 65, p. 81, rep. R. S. Kans., 1928,
sec. 39, 30.)

Loss of legal settcrnent.-Settlement lost by either the acquisition of a new
one or by 0 months' willful absence from the county. (Ibid., subsec. 7.)

KENTUCKY

Legal setlcment.L-No specific statutory provisions as such.
Residence.-Votng: 1 year in the State, 6 months in the county, 60 days

In the precinct. (K. S., Bald. Rev. 1930, ch. 41, sec. 1439.)
Lose of residerce.-Resdence continues until another Is gained. (K. S., Bald.

Rev. 1930, see. 1478: cases cited, TA R. B. A. 3, p. 25; Kentucky Digest, vol. 7,
subject, Domicll.)

LOUISIANA

Legal aettlement.-No specific statutory provisions as such.
Residene.--Voting: 2 years' residence in the State, 1 year in the parish,

6 months in the precinct. (Const. La. Art., 197, see. 1 (1898).)
Loss of residece.-Residence lost by 6 months' absence from the precinct.

(Ibid.)
Domfci.-Acquisition: 12 months' residence in the State. (Boone v. Sav-

age, 14 La. 169; Lowry v. Brw n, 6 Rob. 192, 39 Am. Dec. IVA; Annis v. Bank
of La., 9 Robb. 348; L. R. B. A. 4, pp. 3-4.)

Loss of domfdo.-Domicil lost by the acquisition of a new one or by 2 years'
voluntary absence from the State. (La. Civ. Code 1932, art. 46.)
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Lega/eltlemenL-Acquiltton: Residence of 5 successive year, self-support-
tug. (Laws of Me.. 1933, cb. 203, p. 345, and Me. .S., 1960, ch. 3. sec. 1.)

Loss of legal elilement.-Settlement lost by either the acquisition of a new
one or by 5 years' absence. (L. of Me., ch. 124, p. 96.)

MARYL&ND

Legal .eltlemex#.-No specific statutory provisions as such.
Reedenm.---JVotlng: 1 year In the State and 6 months in either legislative

district of Baltimore or county. (Coast. Md., art. 1, Md. Ann. Code, vol. 1,
p. 07.)

Lots of reside e.--Not lost until a new residebee Is acquired. (Ibid.) (See
also cases cited, L. R. B. A 4, p. 13.)

MASSACHUSLI'S

Legal settlemnet.-Acquired by a residence of 5 consecutive years in the
Commonwealth. (Mass. Ann. Stat., 1933, vol. 4, ch. 116, sec. 1, cl. 1-.)

Loss of legal 8etlement.-Settlement lost by acquisition of another or new
settlement, or by absence for 5 consecutive years from the Commonwealth.
(Mass. Ann. Laws, 1933, ch. 116. sec. 5.)

MICIUOAN

Legal 81atentent.-Acquired by 1 yeer's residence in any township, city, or
county.

Los of legal #ettlement.-No specific statutory provisions. (Restatement of
majority rule. See cases cited, L. H. B. A 5, p. 15.)

MINNESOTA

Legal settlemenl.-Acquisition: (a) One year's residence In the State; (b) 1
year's continuous residence in county: (o) township, city, or village of longest
residence. (Laws of 1933, ch. 385, S. F. no. 16667, amending Mason's Minn. Stat.,
1927, ch. 15, see. 3161. N. B. For complete details see L. R. B. A 6, Minn.)

Los of settlemen. -Settlement lost by the acquisition of a new one or by a
willful absence of 30 days from State. (Ibid.)

MISSISSIPPI

Legal ettlemen.-Acquisitlon: 6 months' residence in county. (Miss. Code.
1930, ch. 144, sec. 5703.)

Lo8 of legal 8eftlemenL.-No specific statutory provisions. (Probably follows
majority rule. See L. R. B. A 6, pp. 10-11.)

MISSOUI

Legal 8ettlement.-No specific statutory provisions, as such.
Re ldene.--Conditlon precedent for relief: 12 months in the county. (R. S.

Mo. 1929, voL 2, ch. 90, art. 4, see. 12952.)
Loss of residence.-No specific statutory provisions. Case law holds, "rest-

dence not lost until a new one is acquired." Residence is question of intent.
(See cases cited, L. It. B. A 6, pp. 13-14.)

MONTANA

Legal 8etlement.-No specific statutory provisions, as such.
Condition precedentfor relief.-1 year's residence In the county. (Laws of

1933 (23 Ex. Seas), ch. 19, p. 61, amending R. 0I. Mont. 1921, ch. 12, sec. 4531
and Laws of 1931, 22 sess., ch. 91, p. 169.)

Lost of reuidence.-Not lost until a new one is acquired. (B. C. Mont. 1921,
ch. 4, see. 33.)

NWHA KA

Legal etl ement#.1 continuous year's residece in the county or 1 contIn.
ous year's residence in the State and 6 months In the county. (0. S. Supp. Nebr.
1933 ch. 68 art. 1, see. 68-114.)
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Us* of legal setlement.-Settlement lost by acquisition of a new one or by

1 year's voluntary and uninterrupted absence from the State with the intent to
abandon the Nebraska residence. (Ibid.)

NUVADA

Legal 8ettlemen#.-No specific statutory provisions, as such.
Resfdence.-3 years in the state and 6 months in the county. (Nov. Stat.

3933, S. B. 9, ch. 12, p. 8, amending C. L. Nev., 1929, sec. 5143.)
Los# of residence.-No specific statutory provision, as such. Case law holds

residence is question of Intention, and residence not lost until a new one is
acquired. (See cases cited. L% R. B. A 8, p. 3.)

Nlow HAMPSHI R

Legal eeutlement.--6 consecutive years in any town in the State. (P. L. of
N. H. 1928, ch. 105, pp. 392-394, as amended and repealed by Laws of 1933,
eb. 142, p. 198.)

Loss of selliemext.-Settlement lost by abandoning domlcil for 5 consecutive
years. (Ibid.)

NEW JU5EY

Legal settlement.-Acquired by an uninterrupted domicil for 5 years In any
municipality or town in this State. (Laws of 1931, ch. 378; N. J. Stat. Serve.
1931, ch. 161, see. 249-254; Laws of 1933, Supp. to Settlement (Rev. 1924),
cb. 223, p. 627, 9.)

Loss of setlemen.-Loss by absence of 1 continuous year, or by acquisition
of new settlement (Ibid.)

NEW MEXIOO

Legal settlemest.-IIQ 4pecOAc stafutory provisions, as such.
Residence (voting).-12 months n the State, 90 days in the county, and

30 days in precinct. (N. M. Stat. Ann., 1929, ch. 41, see. 210.)
Loss of reuidence.--No specific statutory provisions, as such. Case law holds

residence not lost until a new one is acquired. (See cases cited, L. R. B. A 8,
pp. 19-20.)

Residenoe.-A4d to needy children: 2 years in State, and 12 months In
county. (Laws of 1931, oh. 49, p. 88.)

Re* .-ence--Public works: 1 year in the State. (Laws of 1933, ch. 68,
P. 90.)

Loss of resldence.-Not mentioned In above acts. (See IA R. B. A 8,
pp. 19-20.)

NEW YOKE

Legal selllement.-1 year in any town or city in the State. (McKinney's
Con. L. of N. Y., 1930, bk. 47-B, art. VII, sec. 53.)

Loss of legal settlemen.-Lost by either I year's absence from the State,
or by acquisition of new settlement. (Ibid.)

SOlRH CAROLINA

Legal settlemext.--(a) One continuous year in State. (b) Interstate mi.
grants acquire settlement by residence of 8 continuous years in State.
(N. C. Code, Ann., 1927, oh. 24, art. 1, sec. 1342, and P. X. 1931, ch. 120, p. 159.)

Los# of legal Set$lement.-Continues until a new settlement is acquired.
(Ibid.)

ucOrN DAKOTA

Lewal SekmML-1. o tInaoW .year Ia the county. (IAws of 1938, ch. 97,
sec. 4, p. 188,)

LoIS of leel soleseaft.-Lost by a voluntary abence of 1 continuous year
from the State, or by acquisition of a new oze. (Vbid.)



536 ECONOMIO SECURITY AMT

Legal settlemet.-12 continuous months in the county, self-supporting.
(Throck. Ann. Ohio Code, Bald. 1934, Cert. Rev., Div. IV, ch. 1, see. 8477.)

Lose of legal settlement.-No specific statutory provisions. Case law holds,
settlement continuous until new one is acquired. (See cited cases, L. R. B. A 9,
p. 12-13.)

OKLAHOMA

Legal aettlement.-6 months In the county. (Okla. Stat. 1931, vol. 1, see.
7562.) a

Lose of legal aettlement.-No specific statutory provisions, as such. Case law
holds settlement continues until new one is acquired. (See cited cases, L. R. B.
A 9, p. 18.)

OREGON

Legal eettlemest.-No specific statutory provisions, as such.
Residence.-Condition precedent for relief: 1 year in the State and 6 months

in county. (Oreg. Code, 1930, vol. 1, sec. 27-1406, as amended by Laws of 1931,
S. B. 8, ch. 198, p. 318.)

Loss of residence.-No specific statutory provision. Case law holds settle-
merit or residence continues until a new one is acquired. (See cases cited,
L. R. B. A 9, p. 21.)

PENNSYLVANIA

Legal oettlement.-I year In the poor district. (P. S. 1934, title 82. sec. 800.)
Loss of setlement.-Settlement not lost until another or new one is acquired.

RHODE ISLAND

Legal settlement,--5 years in any town in the State, self-supporting. (Laws
of 1934 (Jan. sess.), ch.'2114 (H. B. 704), amending Laws of 1929, ch. 184,
and (en. Laws of 1923, ch. 104, title XII, see. 1.)

Loss8 of settlement.-5 years' absence from place of settlement. (Ibid., cl. 7.)

SOUTH CAROLINA

Legal settlement.-3 years in the county self-supporting. (S. 0. Code, 1982,
vol. II, rec. 4987.)

Lose of legal eettlcment.-No specific statutory reference, as such. Case law
holds settlement continues until a new one is acquired. (See cases cited,
L B. B., A 10, P6 18.)

SOUTH DAKOTA

Legal setilement.-I year In State and 90 days in county. (0. JL of S. D.,
1929, vol. II, ch; 8, sec. 10M&)

Lose of settlement.-By 80 days willful .absence or by acquisition of new
settlement. (Laws of 1931, ch. 251, p. 812.)

TaWNN$S=s

Legal 8eltlement.-,-No specific statutory provisions as such.
Ree deaoe.-1 year in the county.
Lose of reefdence-No specific statutory provisions. Case law holds residence

or domicile continues until a new status is acquired. (See "s cited, L R. B.
A 11, p. 2.)

TEXAS

Legal settlement.-No specific statutory provisions as such.
Residence--1 year In the State and 6 months in the county. (Vernon's Ann.

Texas Stat.; 1980 (1984 P. S.) vol. 8, title 44, ch, 2 art. 2861, p. 21, subsec-
tion 11.)

Lo8s of r*esMoe.-No specific statutory provisions. (ase law holds, msjorlty
rule applicable. (See cases cited, L. R. B. A 11, p.&) -
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UTAH

Legal element.-1 year In the State and 4 months in the county. (R. 8.
Utah, 1938, ch. , sec. 19-4-00.)

Lo4s of t*elkesL-Settlement lost by 4 months' absence from the county, or
by acquisition of new settlement. (Ibid, subsection 7.)

VRMONT

Legal setlement.-No specific statutory provisions as such.
Reefdewe. -l year in the State, self-supporting, or 8 years in the town. (P.

L of Vt. 1933, title 15, cb. 160, sec. 892.)
Loss of reftdeno&-No specific statutory provisions as such. Case law holds,

settlement continues until a new one is acquired. (See cases cited, L. B. B. A
11, p. 14.)

VIRGINIA

Legal seillemens.-(a) I year in town, city, or county, self-supporting. (b)
Interstate migrants acquire settlement by residing 8 years in any town, city, or
county.

Loas of legal #eItlemenl.-No specific statutory provisions. Case law holds,
domicile or settlement not lost until a new one Is acquired. (See cases cited,
L. B. B. A 11, p. 18.)

WASHINGTON

Legal oeuiemext.-No specific statutory provisions as such.
Resffease.-Six months in county. (R. S. Wash., vol. 10, title 67, ch, 1, sec.

9M8?.)
Loss of remfde~toe.-No specific statutory provision. Case law holds, domicile

or residence continues until a new one Is acquired. (See cases cited, U R. B.
A 12, p. 8.)

WEST VIXOINIA

Legal jetlemen.-No specific statutory provisions.
RPeef enoe.-(a) I year In the county. (b) Interstate migrants acquire resi-

dence or domicile by residing in State for 8 years. (W. Va. Code, 1932 (1933
Supp.) ch. 9, sec. M9&)

Loss of reidenc.-No specific statutory provisions. Case law holds resi.
dence or domicile a question of intent and the same continues until a new
one is acquired. (See cited cases, W. Va. Bulletin, title: Loss of residence and
domicile.)

WISMONSIN

Legal settlmeit.-1 year in town, village, or city. (Wise. Stat. 1933, eh. 49,
we., 49.02j

Loss of legal *etiemen.-Settiement lost by absence of 1 year or by acqul-
sition of a new settlement. (Ibid.)

WYOMING

Legal eetflene,.-No specific statutory provisions, as such.
Reesdenoe.--Condition precedent for relief:'90 days in the county.
Los of reeidence.-No specific statutory provisions. Case law holds,- domi-

cile or residence continues until a new one is acquired. (Dusetad v. Duastad,
100 P. 112, 17 Wyo. 411.)

[Norr.-The foregoing digest purports to be nothing more than'a source of
rapid reference to the various State requirements. Because of its nature as
a quick search msanual many important details and' distinctions have been
omitted; and for this reason, any question involving a more detailed treatment
of a particular problem, should be referred to the bulletin of the State in which
the problem arose.]
* In 1933 the Congress dil make 1 by a social amendmlent to the
original act of the Emergecqy 1Rihef Administratibn,ffrovision for
the care of this group as a special Federal responsibility with the
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earmarking of funds and the development of plans to be at the dis-
cretion of the Emergency Relief 'Administrator, and the work of
our committee was utilized in the development of that plan, which
has been in operation now somewhat over a year, and we have in the
last several months made an attempt to evaluate the results of the
transient program. As a matt6rof fact, Congress thade it possible
for the Government to undertake a new form of social responsibility,
and they carried it out in excellent fashion and this evaluative sur-
vey of the'transient program of the Federal Government is our
evidence of the results, so that you may know what has been accom.
plished in that field.
.A g& etmany people have referred to these persons and families
as "bums" and individuals who were just going on the road for the
sake of just going on the road. As a matter of fact, the studies of
the statistics and interviews with individuals indicate that they areon the road definitely seeking work. Of course, there are a few young
chaps who are there for the fun of it. At least 40 percent of the
whole nupaber is made Vp of families quite a large number of those
families have come out of the drought 'area tryingto find a place
for themselves, and at least 95 percent of those who have come for
relief to the transient bureau have been men and boys and women
who have had steady jobs up to' the time the depression struck us.

The thing that we feel Will happen if this bill is left just as it is,
and if the President's purpose of turning back the old type of case
to the States for their care, is that it will leave this rather large
group of persons, census taken, and have by monthly intervals
seemed to indicate a continuing increase in the load to be carried
and an average group of over two hundred and sixty thousand apd
odd persons at any one time. We feel therefore that these people
that have security must have some continuing Federal responsibility
for them, and we should like to see written back into the law, ktaowing
how quickly Federal policies can change under E.' R.A.,again the
statement that the transients and the homeless individuals shall be a
responsibility for care. It might even have to be another category
in addition to the aged and to the dependent children, and so forth.

We believe also that there should be a provision made so that
public-works programs are open to these people. As it is today, they
do not have an opportunity for doing work on those jobs, even though
they are able-bodied men, who are able to work and"want to work.
We believe that if necessary there should be earmarking of funds
for that purpose.

I should like also to introduce a copy of a letter sent at the request
of Mr. Louis McHenry Howe for the benefit of the President, cover-
in in brief the points I have made here today.

he CAmMAN.' That will be placed in the record.
(The letter referred to is as follows:)

COMMITxr61 CARZ OV TMLNaS=i'T ASD HOuxLJU ,
YeNw York "Oj,, vtanuari 1, 198.Mr. Moute MoIl Howz6

Recretar to the President,
TAe White Houwe, Washington, D. 0.

My D, 'ML 11ow-: We have your letter of January 17, in wlicyou
express thb interest of the President in receiving the recommendations of tha
Committee oh (Nre of Trlnsent and Homeless.
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Anticipating the probable reorganization of Federal relief and welfare meas-
urea, the committee recently completed an evaluative field study of the Federal
Emergency Relief Administration program for transients. In general, the study
shows that the Federal program has greatly improved the services available
to transients. It is common knowledge that in the period prior to the F. 10. R. A.
the transient unemployed suffered a degrading level of relief giving, forcing
them to scuttle about fromplace to place, however honorable their desires for
work. Our study indicates that the transients, formerly the last group to
receive attention, are now beginning to be treated like normal folk.

The results of the study have been made available to the administrators
of the program. However, in view of the pending legislation and the impor-
ance of gains already made, the committee wishes to emphasize certain of its
recommendations which seem pertinent to the seevral bills now before Congress.

Just as the administration has suggested the division of the relief load into
"employables" and "unemployables ", similarly, transients fall into the same
categories. The committee recommends that transient employable persons be
given the same provisions for work as persons who have legal settlement in
the several States. We note that this represents a departure from present
Public Works Administration practice which disqualifies persons away from
home or without legal settlement. It may be necessary to set up special work
projects under the Federal Government, corresponding to the C. C. 0. camps,
for certain of the unattached employable transients. Furthermore, transient
families who now comprise 40 percent of the transient load, should be
declared eligible for work on regular Federal work projects.

It is probable that the large proportion of the transient population will be
found amenable to regular-work provisions, thus integrating them into the
normal population and discontinuing the traditional policy of segregating tran-
sients as a pariah group. The findings of the committee's study indicate that
the transients represent a fair cross-section of the normal population of the
country.

A more difficult problem is presented by the transient unemployables who
correspond n their general characteristics to those whom the Federal Govern-
ment is considering turning back to the States. The difficulty of determining
eligibility for employment is even greater than with residents. Even after em-
ployability has been determined, there remains exactly the same difficulty
which originally impelled the Federal Government to take over responsibility
for nonresidents; 1. e., the resistance of local governmental units to providing
for persons for whom they have no legal responsibility and against whom there
has existed a traditional prejudice.

For these "unemployable" transients, therefore, it would appear to be neces-
sary to continue Federal provision on a relief basis. Our study indicates that
one of the assets of the Federal program has been the way in which it has
begun to break down the transient load according to the special problems. It
Is now known that a considerable number of the transient group require Insti-
tutional, custodial, or specialized medical care of various kinds. The F. M.
H. A. transient program has begun to provide for the chronic unemployables
dislodged, by their lack of residence, from provisions to which they would
otherwise be entitled.

It is recommended, therefore, that much of the present set-up be retained
and further adapted to the special needs of this class, under Federal control,
although possibly under localized administration.

We are conscious that transiency is a byproduct of many other factors, and
that the measures for general social security and reemployment Influence the
extent and type of the transient population. Such programs as rural rehabili-
tation, subsistence homesteading, public works, employment exchanges, drought
relief, youth service, and so forth, help to dry up the sources of transiency. It
Is suggested, furthermore, that tho liberalization of settlement provisions in
the economic security bill will also tend to stabilize those elements in the popu-
lation who have not yet established roots or are In danger of becoming dis-
lodged by unsettled industrial conditions.

We urge that the administration continue Its policy of Federal responsibility
and planning for this interstate problem of transients, so frequently overlooked
in welfare measures.

Yours very respectfully,
ELtxs (3. Porn'm, M. D.,

CWafrman Commlttee on Care of Transient and Homeless.
116807-35-----35
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Dr. PrEa. The other points I wish to make, I make not as the
representative of the committee on transient and homeless but as an
individual who has been for 15 years tied up with State administra-
tion of health and welfare activities, and in the field of child welfare,
child health, and general public welfare. I notice in the bill, section
201, which places the responsibility for the administration of assist-
ance to dependent children in the hands of the emergency relief
administration.

I believe that the tried experience of the Federal Children's Bureau
in that field makes them the logical agency for the administration of
that through existing permanent agencies of Government which have
been set up over a long period of years and which are accustomed to
working with the Federal Children's Bureau.

Then too, in regard to sections 701, 702, and 703, as a State official,
I am wiole-heartedl in favor of those activities. I functioned as a
State official under the general supervision of the Federal Children's
Bureau, and I realize that they do understand the psychology of the
States and they do understand how to work, and it is already existing
and not an emergent type of administration that would have to
function in this present-day emergency.

In regard to the crippled children s work in particular, I would
like to say that that seems to us in our State andI am sure in other
States, one of the real advances for the Pederal Government to
make, and I would like to call attention to the fact that $3,000,000
for the purposes stated is a relatively small sum, but it will, how-
ever, do a tremendous piece of work, and that we should hope to see
increased if it is felt that additional educational work is needed forthe crippled.Than you and I certainly apologize for my throat.

Senator WAoyER. May I ask you just one question? Somebody
suggested that the definition of a crippled child is not definite enoughin the act.,,

Dr. Po rER. I think that phrase that was used in the studies that
were made about 1930 of the Hoover group spoke of the physically
handicapped child, and I think that thAt in general covers the impli-
cations in that act, When you say." crippled ", that usually means
to a person some orthopedic defect that needs to be handled- but
there are many other physical handicaps that might conceivably be
carried in this bill.

The CHAIMAN. Thank you very much.
Mr. H. B. Anderson.

STATEMENT OF H. B. ANDERSON, SEORETAR!Y CITIZENS MEDICAL
REFERENCE BUREAU, IN0., NEW YORK

The CHAIRMAN. Mr. Anderson, you represent the Citizens Medical
Reference Bureau?

Mr. ANDERSON. I represent the Citizens Medical Reference Bureau,
Inc., 1860 Broadway, New York.

For the past 20 years I have been engaged in the work of opposing
compulsory medicine. I have written this book of facts against
compulsory vaccination and the various bulletins and news letters
gotten out by the Citizens Medical Reference Bureau.
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This bureau was organized in 1919. It is an organization of citi-
zens throughout the country and is dependent upon voluntary con-
tributions for support, We advocate no form of treatment in pri-
vate practice and we oppose no form of treatment in private practice.
What we oppose is compulsory medication and the use of public
funds for medical propaganda and on the strength of this propa
ganda seeking to make medical treatment compulsory. The idea
back of the name of the bureau is with the thought that whenever
measures are proposed to require medical treatment of some kind,
like compulsory vaccination, an attempt is made to make it appear
that such forms of treatment are harmless and a sure preventive.
It is well known that there is overwhelming information in medical
literature showing that these forms of treatment are not harmless
and a sure protection. We do not say they are not any good, merely
point out they are controversial and not as perfect as they might
want to claim. We subscribe to a considerable quantity of medical
literature, and from this, along with health-board reports, we cite
important facts which are a matter of record, showing that these
forms of treatment are not enirely harmless and that they are not
an absolute preventive.

We request that titles 7 and 8 be stricken from the proposed
bill. In this connection I offer a telegram by Mr. Harold F. Pit-
cairn, Philadelphia, Pa., to Senator Wagner, which summarizes our
position:

The Citizen's Medical Reference Bureau has brought my attention to the
fact that the proposed Economic Security Act includes a revival of the ma-
ternity and Infancy act. This was strongly opposed 15 years ago, tried out,
and abandoned. I urge that these be omitted as they are not insurance meas-
ures and have many objectionable features which do not appear on the surface.

Title 7 is in the nature of a revival of the Maternity and Infancy
Act which in years past has created so much discussion. It will be
remembered that when the question of extending the Maternity and
Infancy Act 2 years was before Congress, in 192V, the Senate was
willing to extend the act 2 years, but wanted it definitely understood
that at the end of that 2 years the act was to terminate, and they
added that section 2 on that bill definitely terminating the act in 1M,
on June 30. Then when the bill came up in the House Congressman
Garrett of Tennessee raised the question, "Does the gentleman from
New York construe the language of the Senate amendment to be
a virtual repealer act?" Congressman Parker replied, "In answer
to the gentleman, I will say I do, judging from the discussion which
took p ace in the Senate regarding this amendment, and I am going
to move to concur in the Senate amendment."

Three years later another bill was introduced to revive the Ma.
ternity and Infancy Act, known as Senate bill 572. The opposition
in the Committee on Commerce, I believe, of the Senate was so strong
that two reports were submitted by that committee. Part 1 favored
the passage of the Maternity and Infancy Act; part 2 was signed
by nine Senators and opposed the passage of that act.

I just call your attention to the testimony of Dr. J. H. Florence,
of Houston, Tex., former State health officer, submitted in a letter
presented by Dr. Holman Taylor, secretary of the State Medical
Association of Texas, and contained in part 2, Report 428, Senate
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Calendar No. 448, Seventy-second Congress, first session, on page 3,
which is as follows:

From testimony of Dr. J. H. Florence, of Houston, former State health omcer,
submitted in a letter presented by Dr. Holman Taylor, secretary of the State
Medical Association of Texas, and published In part 2, Report 428, Senate
Calendar No. 448 (72d Cong., 1st sess., p. 3) :

"With reference to the operation of the Sheppard-Towner Act, let me say
that when I was the State health officer, I administered the money provided
by this Ilw. I tried to carry out conscientiously the provisions of the act,
but as time went on I found the regular health budget for the department was
invariably cut by the appropriation committee of the legislature, because it
was felt that we were getting outside funds for health work, when, in faci,
the amount received from the Federal Government was of little material aid
in the State health department. Also the publications Issued to us for djs-
tribution were not always scientific or practical for the pregnant woman
and infant maternity welfare. I felt after a few months in office that the
money furnished us was of little value. At first, I was favorable to the
Sheppard-Towner bill. but my observation was that there was an attempt by
the Federal authorities in charge of the distribution of the money to dominate
the State health department. The State health officer was on the ground. The
authorities in Washington were not, hence knew nothing of our real needs.
In a theoretical way, they demanded that we disburse these funds according
to their Ideas, which were oftentimes vague, problematical, ana loaded with
sentimental nonsense. Above all of this, I found that our people resented the
encroachment of Federal activities in our State, which seemed to smack qf
centralization and control of local government activities from Washington."

Now, the main difference between the maternity and the infancy
act as passed about 10 years ago and the present act is that the
former act provided an appropriation of about a million and a
quarter a year to the States, whereas this appropriates $4,000,000.

Title 8 of the bill appropriates $8,000,000 annually to the United
States Public Health Service for distribution to the States on the
basis of the need of each State for such assistance, for the purpose
of developing State health services including the training of person-
nel for State and local health work and for the purpose of assisting
counties and/or other political subdivisions of the States in maintain-
ing adequate public-health programs on certification of the Secre-
tary of the Treasury.

It has been represented that the State of New York is in need of
the funds provided in this bill for its State health work. I do not
know whether Dr. Parran, State commissioner of health, has ap-
peared before this committee or not but I know he did appear before
the House committee and gave it ashis opinion that the State of New
York needed the funds provided under this bill in sections 7 and 8.

In answer to that let me point out that the proposed budget sub.
mitted by Governor ehman calls for an expenditure of $294,000,000.
Of this amount between 3 and 4 million dollars is allotted to the State
department of health and for the aid of county health work. And in
the city of New York the board of estimate and apportionment allots
approximately $6,000,000 a year to the department of health out of
a total budget of about $500,000,000. I submit, gentlemen, that in
the total budget combining the State of New York, the city of New
York, and other cities, like Syracuse and Buffalo, and so on, with a
matter of over a billion dollars of money that they intend to spend
each year, it seems a little fat-fetched to suppose that they could
not take a matter of, maybe, $800,000 a year out of that billion
dollars and add it to public-health work. I[ have never known -any
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of the officials of New York to be antagonistic to the health depart-
ments.

The point I want to bring out is that the department of health
has not shown that it needed that money sufficiently, or else it could
very easily be provided out of that enormous sum of money that is
raised each year. Then along that same line I question very much
right now, when New York State is faoirng a deficit of $74,000,000
and has to raise more money from taxation, that officially it would
want to be placed in the position of asking that you tax the people of
the State elf New York $2 for every $1 that they have got any hope
of getting back. Under this bill the Public Health Service in title 8,
would not have to give any of that $8,000,000 a year to kew York
State. They may Just decide New York State is a wealthy State
and does not need any of it.

As I said, there is some back of this bill than
simply the question o o is going to pay O$30,000 a year, or
some odd sum of ey that t0 State would get der this bill.

You get a ver ood idea of what -is going onale ublic-health
lines if we tak e annual report ofUnted States blic Health
Service and en you comb wit a port of th New York
State dealt Comi I hedn 198 the New rk State
Departure of Hea and a at the work ich the
Rockefell Founda nt various es, and t n what
the Comn wealth fund is o e roand al g with
that the illbank fund, and se v rious u .

Now, not to cri i ze of t ork at is bei done
along h h i ny re in i he point bring
out is th t is p dtfit a pro am to reo anize
the healt work on cou a" t e the State give ney to
the count and the b ore r co health acti ties of
the count and th ave t overn t give ney to
the States there more or onto ing t activity in the
different es. Uder nt dio , w the Pu c Health
Service go ahead in li kefeller oundation
holding demo rations an c g on work in di rent States,
these other found tons doing their work, there is a stein of check
and balance. If o carries on a kind of work ng one line and
another county finds her way of carr, j on work that they
think is su rior, one can n balance against the
other, and rdo not think the time is ripe certainly not now, to
sort of federalize all this county health wor

Take in the State of New York. I have in mind some of the
most heated discussions that I know of, that have taken place over
this question of compelling localities to reorganize on a county basis.
There is a fundamental reason for opposition to that system of fed.
eralization, and that is that to some people a great deal of laboratory
work seems a very fine thing. Then there are other groups of people
who feel that the goal of all sound public-health work should be
with the idea of people having good housing facilities, sanitation,
and all of those other things that make it possible for people to
be healthy and happy without the use bf a great many artificial
means like habit-forming drugs and vaccines, serums and things of
that kind, and there is a great deil to be said for tat side of the
question. /
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I have in mind for instance, an experiment that was carried on
over in India. They had excellent facilities to work with and any
amount of money to work with. They took one group of animals
and they placed those animals under ideal conditions; then they took
another group of animals and they saw that that other group of
animals would 'be discontented and that they would be given com-
binations of food that they knew to be harmful and then a year
later they compared the two groups, after the animals had all been
killed, and'autopsies performed. Out of the group of animals that
had been placed in ideal conditions, a group of a thousand animals,
they could only find one case of a cyst in one animal, whereas in the
other group of 1,000 they found every kind of a disease that you
could posibly think of.

There is this difference of opinion, and there are a great many
that want to rush ahead and just carry out everything according to
one particular plan, but it is a much better system, when we deal with
controversial subjects, as in this instance, to allow a little variation
in the different counties, and so on, and allow things to go on the
way they are.

SUPPLEMENTARY STATEMENT BY H1. B. ANDERSON, Sa=RmY CTIzENS MEDICALRrnzzsc BJUar.'U, Iso.

The distribution of $3,000,000 annually by the Public Health Service would
mean that much more money being used to tell the public how necessary it is
to be vaccinated or insulated against one disease after another, and the
objectionable feature about all this propaganda is that health boards generally
do not stop with merely recommending certain forms of treatment but they go
farther and either provide for the distribution of prizes to children if they
submit to Inoculation or ask that certain forms of treatment be made a
requirement.

I offer a few citations giving instances where health officials have gone out
of their way to favor compulsory medical treatment and a few citations where
prizes have been offered to children for submitting thereto.

AN EPIDEMIC OF COMPULSOBY MEASURES

There Is today an epidemic going the rounds of various boards of health to
make different forms of medical treatment a requirement.

Last July the school board at Austin, Tex., had under consideration a meas-
ure designed to make immunization against diphtheria a requirement for school
attendance.

Citizens of Austin rose up and protested and the proposed requirement was
unanimously voted down.

In Norfolk, Vs.; and a number of other places similar proposals have been
made, and citizens have had to rise up and defend their liberties.

Recently the Michigan Association of School Physicians passed a resolution
urging the enactment of legislation to require teachers, students, and school
health workers to submit to the tuberculin test.

In a number of Instances parents have served terms in prison rather than
have their children vaccinated.

31r. Albert W. Peacock, of M1iiford, N. H., refused to have his son, Roy, vac-
cinated. The boy was therefore refused admission to the public schools and
Mr. Peacock was prosecuted for not having his son educated. Ile served a
term of 6 months In prison when he was pardoned by the Governor. This
i-as In 1M2O.

Last June press dispatches told the story of William and John Marsh, of
Carlisle, Pa. Mildred Marsh, a daughter of William Marsh, was vaccinated
and shortly after became blind in one eye. Two weeks later Romaine, then 4,
who shared the same bed with Mildred, became blind in both eyes. William
and John Marsh attributed the bli'idness to vaccination, and when later JohlA
refused to have his children vaccinated he was prosecuted and served a term
of imprisonment from November 23, 1933, to June of the following year, when
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two of his boys were removed to an institution and vaccinated against the
wishes of the parents. William Marsh also served a brief term in prison
because he would not allow subsequent children to run the risk of going blind
as happened in the case of the first two.

Mr. and Mrs. M. J. Braught, of Greenwich, Conn., became very much
alarmed over the condition of their older children after they had been vac-
cinated, and when It came time for the younger children to attend school they
refused to hare them vaccinated. A request was made to the board of educa-
tion for a hearing, but the request was denied, and Mr. and Mrs. Braught
were brought into court for not having their children educated. Mrs. Braught
is still having difficulty due to the fact that she refused to have her children
vaccinated and the school and medical authorities refuse to allow her to enroll
the children In the public schools.

Following one flood after another there are the usual reports of refugees
in many instances being told that they will not be allowed to have any food
unless they are vaccinated.

An article by Jesse 0. Thomas in Opportunity, published by the National.
Urban League, 17 Madison Avenue, New York City, for August, 1927, said:

"All the refugees, men, women, and children were vaccinated for smallpox
and inoculated against typhoid. Much misunderstanding was occasioned by
the tagging of people in the various camps. The general methods adopted for
tagging was not for the purpose of indicating whether the Negro belonged to
this or that plantation, but for indicating the number of shots the refugee had.
taken against typhoid. A great many refused to be vaccinated or inoculated.
As means of enforcing this regulation the Red Cross adopted the policy of
refusing food supplies to those persons who had no tag."

CANDY TO BE USED AS BAIT IN DRIVE ON DIPUTHIErIA

SALAMSANCA, February 8.-An all-day sucker will be given every child who
presents himself to a physician or clinic for toxin-antitoxin treatment for the
prevention of diphtheria In the campaign being conducted for that purpose in
this county, the general corumittee decided at a meeting held here Sunday.
Other features of the campaign will be an essay contest for both grade and
high schools with prizes for the winning essays. After 3 weeks of educational
work, a house-to-house canvass to bring out those who have not been im-
munized will be made.-From the Buffalo (N. Y.) News.

BADGES TO STIMULATE DIPHTHIEIA IMMUNIZATION

According to the weekly bulletin issued by the California State Board of
Health, Dr. William C. Hassler, city health officer of San Francisco, in order
to stimulate enthusiasm in diphtheria immunization, has adopted the policy
of giving an attractive badge to each child who has received three doses of
toxin-antitoxin. More than a thousand of these badges have been given to
children who were immunized during the latter part of the year 1920. The
brilliantly colored button appeals to children and there is a wide-spread inter-
est in the device through which a strong pride of ownership has been developed.
Other health departments may be interested in the plan to adopt a particular
campaign badge for the purpose.-From Public Health Reports, February 18,
1927.

BILL BOARDS AND PRIZs:S USE AT SYRACUSE, N. Y.

During the campaign at Syracuse the early part of 1927 for the administra-
tion of toxin-antitoxin, every public school in the city in which a toxin-anti-
toxin clinic was held bore a large black and red sign ort the outside of the
building, measuring 4 by 6 feet. Referring to these placards and the prizes that
were awarded children in the public schools either for being inoculated them-
selves or for bringing In other children, Publication No. 184, June 1927, by the
New York State Committee on Tuberculosis and Public Health says:/
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"These placards served to let the neighborhood know what was going on and
attracted a great deal of interest from passers-by, who had never seen such
a lively sign on the diglfiled school buildings.

"A device called the "sailors' roll of honor" was developed to interest
the children and bring about a friendly rivalry between schools. Utilizing
the idea of the classroom's progress toward complete diphtheria protection
as a voyage of the good ship Healths, charts were issued providing space for
the name of each child in a classroom. A blue star was awarded for each
toxin-antitoxin treatment the child received, while children over 10, who were
not asked to be immunized, received a gold star equal in value to three of the
blue stars for reach preschool child they brought in.

"The boys and girls who brought in the greatest number of children to be
immunized became heroes among their classmates, and great enthusasm for
diphtheria protection was produced. A sum of money was donated for award
to the winner among parochial schools, to be expended with the advice of a
committee representing the department of health and the school authorities.
At their suggestion the money was used for basketball equipment. Another
competition was carried on among the public schools."

It is an amazing situation for various health boards to be reminding the
medical profession, on the one hand, how enormously they are Increasing their
practice through their health-board campaigns at public expense and then for
health boards to go out of their way to demand laws and regulations to make
various forms of treatment compulsory. And yet that is the situation we face
today.

I offer a few citations wherein health officials have pointed out to physicians
what they were doing to increase medical practice:

From article entitled "Children's Hour", by Shirley W. Wynne, M. D.,
D. P. H., while commissioner of health, New York City, in Medical Ecoonmics,
July 1930, page 9:

"The private practitioner can cry out in vain against the free clinics and other
free medical services unless he decides to meet the conditions foursquare. He
must realize that to retain his Just share of private patients, and especially to
encourage the practice of preventive medicine, he must make concessions. The
department of health stands ready and always has been ready to pave the way,
through health education, to make this possible, to place the physician in direct
contact with the persons seeking medical service-persons who can afford to pay
a moderate fee-to act really as the advertising agent for the private practi-
tioner; but this cannot be accomplished unless the doctors agree to cooperate."

From article by L. 0. Gelb, M. D., and Henry F. Vaughan, D. P. I., entitled
"The Physician as Health Worker", in the Journal of the American Medical
Association, August 8, 1931, page 3, referring to a campaign to secure protection
against diphtheria for young children, more especially the preschool child:

"During the recent campaign in Detroit more than $100,000 was paid the
cooperating physicians. The average expenditure was $142 per physician. It
is estimated that, including the cost of the nursing personnel and the educa-
tional work, nearly $250,000 was expended in the campaign, which is less than
the cost of medical care of reported diphtheria cases for a single year. However,
it Is not fair to charge the entire expenditure to diphtheria prevention. The
expense may more fairly be charged against a program to rehabilitate the public
with the family physician, to recreate an attitude whereby the layman will look
to the physician as a fandlly counselor not only in matters of curative but
likewise of preventive medicine.

"We feel that the campaign to reduce the incidence of diphtheria is but an
entering wedge into a program which will involve a periodic health examination,
prenatal service for the expectant mother, and hygienic Instruction for infants
and children, as well as campaigns to control tuberculosis, cancer, and other
preventable diseases. The Interest of the medical profession has been activated.
The doctor is not interested merely for monetary reasons but is sincerely endeav-
oring to cooperate with the health department in the reduction of unnecessary
sickness."

Declaration by Dr. Mather Pfelffenberger, of Alton, Ill., formerly president
of the Illinois State Medical Society, in an address before a joint meeting of the
Second Annual Health Officers Conference and the Sangamon County Medical
Society, Springfield, December 3, 192, as reported in Illinois Health News,
January 1927:
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"Prevention practiced to its utmost will create more work for the physician
and not diminish it, for the full-time health officer will be educating his com-
munity constantly. There will be more vaccination, more immuniing, more
consulting and use of the physician. Ilis services will be Increased manyfold.

"I am informed that epidemic and endemic Infections cause only 12 percent
of all deaths and that this percentage Is declining very rapidly. Less than 15
percent of all children would ever get diphtheria, even under epidemic condi-
tions, while 100 percent are prospects for toxin-antitoxin. The percentage who
would ever get smallpox under pres at conditions Is even less; but 100 percent
are prospects for vaccination. Scarlet fever will soon come in for its 100
percent also, as it may for measles, judging from the reports on that disease.
Typhoid fever is disappearing, due to sanitation, but vaccination should be
used when the Individual travels into unknown territory and countries."

In closing, I offer a communication by the United States Public Iealth
Service to the Citizens Medical Reference Bureau calling attention to 194 cases
of what were "probably post-vaccinal tetanus" and 85 cases of "probable or
proven cases of post-vaccination encephalitis" during the period 1922-31.

And I also call your attention to a few extracts from items in medical
Journals where complaint Is being made that the medical profession has suf-
fered from too much philanthropy.

(Copy of letter from Treasury Department]

J3twaAu or TnE Pusso HEALTH SEavrac,
Wahington, December 7, 1932.Mr. H. B. ANDEaS0N.

Scorelary Citizcns Medical Reference Burcau, Ina,
Now York, N. Y.

DrA Sia: Receipt Is acknowledged of your letter of November 26, requesting
a tabulation of cases of post-vaccination encephalitis by States.

During the years 1922-31, Inclusive, probable or proven cases of post-vaccina-
tion encephalitis have come to our attention as follows:
Alabamna -----------------------
California ............
Connecticut ---------------------
District of Columbia ------------
Georgia--------------
Idaho ------------------------
Illinois -------------------------
Iow a ---------------------------
Louisiana -----------------------
Maryland
Massachusetts -----------------
Michigan ---------------------

M issouri ..............
Nebraska .............
New Jersey ---------------------
New York ------------
North Carolina ---------------
Ohio ---------------------------
Pennsylvania ------------------
Rhode Island -------------------
T exas --------------------------
Verm ont ------------------------
V irginia ------------------------
Wisconsin --------------------

Cases of what were probably post-vaccinal tetanus have come to our attention
during 1922-31, inclusive, as follows:
A rkansas -----------------------
California ...........
District of Columbia -------------
Connecticut ------------...
Illinois ------ * ...................
Indiana ----------------------
Iowa ..........
K entucky -----------------------
Louisiana ------------------------
Maine -----------.-.-----------
M aryland -----------------------
Massachusetts--------------
M ichigan -----------------------

M innesota -----------------------
M issouri ------------------------
North Carolina .....
New Jersey
New York -----------------------
O hio ----------------------------
Oklahoma------------
P'ennsylvania
T exas ---------------------------
Virginia -----------------------
W isconsin -----------------------
Ilaw ali ------------------------

The evidence Is quite clear that with modern methods of vaccination, tetanus
Is no longer to be feared as a complication of vaccination.

Very truly yours,
/ TALIua-o CLArK,

Acting Surgeon General.
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COMPLAINS THAT MDICINE iS REcE[VIO TOO MUCH MoNtY

A number of articles have appeared in medical journals from time to time
complaining that medicine Is already the recipient of too much money.

Dr. Morris Fishbeln, editor of the Journal of the American Medical Associa.
tlon, in an address published In the Journal of the Michigan State Medical
Society, August 1927, says:"Not only physicians but also sociologists, psychologists, and economists haveon frequent occasions in recent years devoted pages of anathema to the curse ofphilanthropy. The medical professions in various communities have alreadyprotested against attempts by health demonstrations and similar movements to
destroy Initiative and Individual relationships in medical practice."

Dr. William Allen Pusey, former president of the American Medical Assocla-
tlon, in an article In the December 17, 1927, number of the Journal of that
association, says:

"For a hundred years or more education has been the favorite of philan.
thropy and, fortunately, still Is. But now medicine is overshadowing even
education. I shall not say, In the words that President Butler, of Columbia,
applied to medical education, that medicine has become the spoiled child ofphilanthropy, but at least it is very apt to get the first helping at the table."

In another article, published in the American Mercury, June 1927, Dr. Pusey
says:

"Of course, it is desirable that medicine should have plenty of money, but itmay be questioned if it needs two or three times as much as any other form of
education. The point I am making is this: Like other people, we have learnedto spend money freely when we find we have It There might be no objection
to this if it did not lead us into difficulties, but It has been doing so. Withsomething of an Inferiority complex about our scientific standing, we have
become very highbrow."

The CHAIRMAN. Thank you very much. The committee will ad-
journ until tomorrow morning at 10 o'clock.

(Whereupon, at the hour of 8: 85 p. in., the committee adjourned
until 10 a. in. of the following day, Friday, Feb. 8, 1935.)
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FRIDAY, FEBRUARY 8, 1935

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

WasAington, D. 0.
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: Senatorsi7arrison (chairman), King, George, Barkley,
Costigan, Clark, Byrd, Lonergan, Gerry, Couzens, Metcalf, Hastings,
and Ca pper.

The CHAIRMAN. All right, Miss Davis, we will hear you first.

STATEMENT OF MISS SUSAN LAWRENCE DAVIS, WASHINGTON,
D. 0., REPRESENTING THE TOWNSEND-DAVIS CLYSTERTORY
HEALTH TREATMENTS, ATHENS, ALA.; ALSO REPRESENTING
MRS. EMMA H. TOWNSEND, CORSICANA, TEX.
Miss DAVIS. Mr. Chairman and members of the committee, I

come before you to ask you to revive a piece of social-security legisla-
tion that was sponsored at one time by Senator John H. Bankhc'd,
Sr., and which was to be an amendment to a bill that was before the
public health committee and introduced in the Senate by Senator

ansdell, of Louisiana. It was introduced on the day that Woodrow
Wilson read his 14 peace points, on the 22d of January 1917, and we
soon after that went to war in Europe and I never knew what became
of that legislation. But I have been on the firing line all the time.
Now that the United States Senate, Father Coughlin, and Will Rogers
have finished the war, I want to get back to that legislation, Mr.
Chairman, and see- if you cannot put it into the Economic Security
Act.

The CHAIRMAN. Have yougot a copy of the bill?
Miss DAVIS. Senator Ransdell's bill?
The CHAIRMAN. Yes.
Miss DAVIS. No, sir; I haven't. I have a copy of the amendment.
The CHAIRMAN. Put that into the record, Miss Davis.
Miss DAVIS. Yes.
The amendment to S. 2215 (64th Cong., 2d seas.) is as follows:
That there shall be established a division of personal hygiene and human

sanitation based on the Townsend-Davis clystertory method (intestinal cleans-
ing), for he prevention of infantile paralysis to the end that the disease be
controlled andcured.

That an appropriation for the purchase of said Townsend-Davis clystertory
method be made y the United States Government, the sum to be $1,000,000.
That said method be disseminated by bulletins of instruction and personal
demonstration to the people of the United States and possessions for the pre-
vention of infantile paralysis and other preventable and curable diseases, can-
cer, appendicitis, high blood pressurro, and the common cold. The common cold
alone causes the loss of billions of dollars to the American people every year.

The duty of this division shall be to Investigate and encourage the adoption
of improved methods of human sanitation and the use of said method in ridding
the human Intestines and blood of the waste material. The retention of ma-
terial similar to pus and mucus in the small intestines and stomach is the cause
of infantile paralysis and other diseases, and the Town.end-Davl elystertory
method removes thi cause.

This division shall be known as tle "Bureau of Instruction in Hygiene for
the Prevention of Disease", and shall be a clearing house for all methods of
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hygiene, nonmedical, not already recognized, for the conquering of loathsome
diseases by instruction in the care of the body. A nominal sum to be charged
for said Instruction will maintain the bureau.

Miss DAVIS. I would like, Mr. Chairman, to say that Senator
Long succeeded Senator Ransdell in the Senate and he has adopted a
slogan, "Share our wealth." So I am offering our slogan, "Share our
health", and we will share it with all if you help us.

Mrs. Townsend discovered this method and we have developed it
for a period df 35 years. We haven't asked for any funds of anybody,
nor of the Government while the physicians have been financed by
all the foundations and the Government. Now that she has lived
her three score years and ten, I would like to have put in the record
what Mrs. Townsend's home paper said about her. Mrs. Townsend,
for whom I am speaking, could not come up from Texas.

(The statement referred to is as follows:)
(From the Dafly Sun, January 1904, Corskcana, Tez.)

Mrs. Emma I. Townsend left today for Weatherford where a large class in
health culture awaits her instruction. In years to come Corsicana will be
erecting a monument to this woman, who is just that much ahead of our times
in her knowledge of things which, as a benefit to humankind, makes them wiser,
healthier, and happier.

M iss DAVIS. At that time I had gone to work for her in the clyster-
tory method, after she restored me from being an invalid.

Tho CHAIRMAN. I was just going to suggest to you, Miss Davis,
that you may put into the record any statement you want in elabora-
tion of your views.

Miss DAVIS. Yes, sir. I first took this measure up with the Eco-
nomic Security Committee that the President appointed, in order to
get it on the bill, and I did not get to see Miss Perkins, nor Mr.
Hopkins. I had letters from Senator Banklhead and Mr. Bankhead,
but I did not get to see them. I did see Mr. Witte, and lie wrote
me a letter in which he said that they would not take up any health
work in this bill. However, I find that Senator Wagner has put
it in the bill, and if it does not put you out too much, I would just
like to read this. I had called on Mr. Edwin C. Witte in reference
to the endorsement of the clystertory health treatments, and he wrote
me as follows:

We are returning herewith the material which you left with us a few days
ago. Since our committee, however, has a definite field which It must cover
in its report and this does not include public-health activities I cannot see how
we can take up this proposal.

But I find that they did take it up in the bill, so that is the reason
that I come before you. It is too late to do anything with that com-
mittee. The bill you are considering, the Economic Securty Act,
does take up public-health activities and I am asking that the Town-
send-Davis Clystertory Health Method be given a square deal under
the bill, as well as the regular medical profession. We have cured
thousands of people and have taught them how to stay well. We
have tested this treatment for 35 years. It does not need any more
testing, and with the statistics I can present to you of the illness of
our people I am sure this committee will help us. This committee was
elected by" the people, just as Mr. Roosevelt was, and he will receive
your decision in reference to including the clystertory method in
this Economic Security Act favorably, I believe, when his attention
has been called to the need of it for the security of the men, women,
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and children. He has pledged himself to do this for them while he is
President.

I was sent to Miss Roche by a White House secretary but was told
that she could not see me.

My Congressman, Hon. Archibald H. Carmichael of the Eighth
Alabama District, made arrangements for me to talk with Mr. Mc-
Intyre, Secretary to President Roosevelt, and he asked me to present
the clystertory treatment to him with the endorsements, which I did.
Mr. McIntyre wrote me:

I do not believe that the President will endorse a proposal to appropriate
public money for the proprietorship in a method for the prevention and treat-
ment of disease when free publication is so frequently made by others of such
matters. If you care to make free a detailed publication the method would, I
am sure, receive attention from those competent to express an opinion of its
general value. In the meanwhile the permission to practice the method givn
you by Congress in 1929 should assist you in assembling evidence as to such
value.

When I was granted that privilege and won my rights to practice
through the District of Columbia Committee, I had two of this com-
mittee, Senators Cap per, King, and Vandenberg to help, who gave me
a certificate, and T was permitted to go ahead with my method.
Senator Copeland, who is a doctor, agreed with them in conference.
Now the "old Republican deal" gave me a square deal, and I am
asking the Democratic "new deal" to give us a square deal by adopt-

ingtis amendment to the Economic Security Act now. Mr. Luther
Johnson, Mr. W. B. Bankhead, Mr. E. B. Almon, Mr. Frederick
Zihlman, Mr. Frank Bowman, and Mr. Tom L. Blanton won my
rights in the House of Representatives

I submitted evidence as to the value of the clystertory treatments
to Mr. McIntyre. I will just go a little further back and state that
when Senator John H. Bankhead, Sr., first introduced this social-
security legislation, he was very careful to make a very extensive
and intensive investigation of the merits of this method. He would
never have sponsored it had he not done it. On his own private
board of investigators he had Dr. John H. Wyeth Dr. William N.
Polk, and Dr. Simon Baruch, who had allowed the two founders,
Mrs. Townsend and myself, to demonstrate this method to them.
Dr. Baruch is the father of many kinds of water treatments and lie said
he thought he knew it all, but after he investigated ours he said it
was original, it was scientific and effectual. That is what he wrote
my Senator. So I feel that Senator Bankhead did not introduce any
fantastic legislation.

The CHAIRMAN. Miss Davis, we will give every consideration to
it. Have you any other matters that you want to put in the record?

Miss DAvis. I just want to say this much, Senator. The appendi-
citis record for 1932 is appalling, as given by Frederick L. Hoffman,
LL. D., consulting statistician for the Prudential Life Insurance Co.
The highest death rate for cities with excessive appendicitis death
rates is 40.9 per 100,000, in Salt Lake City, and the lowest death rate,
which is in Union City, N. J., is 1.5. No explanation can be given
for the differences. Mrs. Townsend, the founder of the clystertory
treatment method, and myself, have discovered the cure for appen-
dicitis, and when we reduce the death rate to such an extent it would
justify the $1,000,000 that we ask. That is a small price for what
we have done. We ask it because we cannot afford to disseminate
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it free, and we know of no doctors who have not been financed in
some way or other by some foundation of our Government. I hope
they will continue to do all the good work they can. I would like to
have this list of the cities with these death rates inserted in the record.

The CHAIRMAN. Very well.
(The list of death rates referred to is as follows:)

Oitfis with ez'ce.sve appendicitis death rates, 1932

[Rate per 100,0001

Salt ILke City ---------------- 46.9 Wheeling, W. Va -------------- 35.0
Lexington, Ky ---------------- 42.0 El Paso, Tex ----------------- 34.3
Oak Park, Ill ----------------- 40.4 Greensboro, N. C -------------- 33.7
Nashville, Tenn --------------- 39.0 Jackson, Mich ----------------- 33.5
Little Rock, Ark --------------- 38.3 Madison, Wis ----------------- 32.7
Portland, Maine --------------- 38.0 Savannah, Ga ----------------- 31.6
Memphis, Tenn ---------------- 37. 4 Dallas, Tex ------------------- 30.1

Cities with low appendicitis death rate, 1932

[Rate per 100,0001

Union City, N. J ---------------- 1.5 Bedford, Mass -----------------. &1
Altoona, Pa -------------------- 2 3 Mount Vernon, N. Y ------------ 3.1
Salem, Mass ------------------- 2.3 Pasadena, Calif ---------------- 3.6
Akron, Ohio ------------------- 3.0 McKeesport, Pa ---------------- 5.3
Topeka, Kans ------------------ a & 0 New Rochelle, N. Y ------------- 5.3

Miss Roche, Assistant Secretary of the Treasury, who is in charge
of public health, stated to you in support of this bill before you that
the staff of the Committee on Economic Security, created by Execu.
tive order, reported to the President that the annual loss to families
whoso incomes were less than $2,500, from illness, in wages is
$900,000,000 and in money loss is $2,400,000,000. The loss from
infantile paralysis is appalling. With these statistics before him I
know President Roosevelt will not object as this is a woman's price
for the clystertory treatments and only Uncle Sam's pocket change
for a few minutes.

Dr. Benjamin Rush, who signed the Declaration of Independence
said that his alopathic school of medicine should not build a medical
oligarchy in any country.

In 1931 the number of deaths from appendicitis was 18.13, equiva-
lent to 15.2 per 100,000 population. Regardless of its practical im.
portance, appendicitis has been neglected as a public-health problem.
The clystertory treatment prevents operations. I hope to get this
legislation passed as a part of the bill before you; that it include an
appropriation of $1,000,000 for the purchase of the Townsend-Davis
Clstertory Health Treatments, to be distributed to the people by a
bulletin and other means of instruction, the expense to be borne by
the Government, but no expense to be incurred for Mrs. Townsend
and Miss Davis except the purchase price. This million dollars will
save the costs of illness. We can furnish many testimonials, if
desired, and patients will appear as witnesses for the clystertory
treatments.

The CHAIRMAN. Thank you very much, Miss Davis. Mr. Folsom
you are assistant treasurer of the Eastman Kodak Co. and servc4
on the advisory council of the Committee on Economic Security?
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STATEMENT OF MARION B. FOLSOM, ROCHESTER, N. Y., ASSIST-
ANT TREASURER, EASTMAN KODAK CO.

Mr. FOLSOM. I am the assistant treasurer of the Eastman Kodak
Co. and I am appearing here as a member of the advisory council
of the Committee on Economic Security, one of the five employer
representatives on the council. Since no employer member of that
council has appeared, I would like very much to have enough time
to give a statement of the position of the advisory council on this
legislation, and particularly the employer members.

The CHAIRMAN. Proceed.
Mr. FoLsoM. I might say I happened to be appointed one of the

subcommittee of the advisory council that spent considerable time
in going over the proposed legislation from the middle of November
until the latter part of the year. I spent over half of my time down
here, and I became quite well acquainted with the details of the
plan. I was in constant consultation with the various members of
the staff who worked on it.

I have also had practical experience, both in unemployment benefit
plans and old-age pension plans, in our own company. I spent con-
siderable time in 1928 in devising the old.age annuity plan of the
Eastman Kodak Co., which was adopted at that time, not only for
the employees of the company in this country but also for the em-
ployees of this company in several foreign countries. I am in touch
with the situation in these foreign n countries.

I have also had experience with the Rochester unemployment ben-
efit plan, which was adopted in 1931 by several Rochester companies.,
I think that is the best experience we have had in this country with
an unemployment benefit plan. That plan was set up in the first part
of 1931 under which the individual companies built up a reserve
from which they intended to pay benefits to people who might be-
come unemployed after the first of January 1933. We had 2 years
in which to build up the reserve.

Beginning the first of January 1933 these companies started to
pay benefits to the people who became unemployed. That plan
so far, has achieved what we expected it to achieve.* We had in mind
if we built up a reserve of that sort that the individual companies
would try to make a better effort to stabilize employment, so there
would be less unemployment, and in case we did have unemploy-
ment we could pay benefits to the people who were laid off. We
have paid benefits to those people who were laid off during the 2
years 1933 and 1934. Although there were 13,000 persons employed
in those 7 companies only 477 people have actually been laid off.

It is true during the time that we had an upward trend in busi-
ness, but there has been considerable fluctuation in employment in
many concerns and in business as a whole; yet these seven companies
have been able to keep employment so stable that there have been
very few lay-offs. Considerable credit must be given to this plan.

This is an illustration of what a number of companies have done
throughout the country to provide security for their own workers.
Only a few have adopted unemployment benefit plans but we have
a record of several hundred companies who have adopted formal
pension plans, covering 2,000,000 workers all together.

Senator ICIN6. That does not include railroads
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Mr. FoLsom. No; just industrial companies. There are several
reasons why these companies have adopted plans of this sort. In
our own company we have a plan not only of old-age annuities and
unemployment benefits, but also disability benefits, life insurance,
sick benefits and a wage dividend. The company pays the entire
cost, with the exception of the unemployment-benefit plan. We
have a provision that in time of emergencies the employees con-
tribute something to provide benefits for those who are laid off.

The CIIAIIMAN. Have you ever had any trouble with employees
with reference to that matter?

Mr. FOLSOM. No, sir. Of course, we haven't put that part into
operation yet. That was intended for future depressions.

As I was saying, the cost of these plans is borne entirely by the
company. The plans we already have in force will cost us more,
or a greater percentage of the pay roll, than the plans that we are
considering here.

Senator CoUzENs. Do I gather from that that you are against the
pooling idea ?

Mr. FouoM. Yes, I am; but I will get to that later.
Senator CouzzNs. Very well.
Mr. FOLsoM. These plan, as I say, have been developed not only

in my own company but in a number of other companies. They
were adopted and developed not from a paternalistic or a charitable
point of view, but from the point of view of good business.

The CHAIRMAN. You say there are 400 companies in the United
States that have adopted this plan?

Mr. FoLsom. Pension plans.
The CHAIRMAN. And those companies have how many employees?
Mr. FoLSO . Two million all together. We feel that it is good

business to have an annuity plan, for instance, because you are able
to retire persons after they have outgrown their period of useful-
ness and replace them by more efficient workers. Therefore in the
long run they pay for themselves.

Under the unemploymnt benefit plan you place a burden on the
company and the company will try to prevent unemployment as a
result of it, and the resulting stable work will enable you to pro-
duce your products at a lower cost. The workers will have steadier
work. You can cut your cost down and therefore the consumers
will undoubtedly benefit from it.

Senator GEoRoL_ Do you know how many industrial companies
have provided for unemployment?

Mr. FoLsom. I do; yes. We started originally with 14 companies
in Rochester. Several of them, the smaller companies, because the
depression became much worse after 1931, could not continue the
payments. But those 7 companies which have continued the plan
and set aside the fund have proven that plan is practical. Only a
handful of companies outside of Rochester and Wisconsin have
unemployment benefit plans, the General Electric Co. among others.
Pension plans, on the other hand; have been steadily increasing
all over the country. Even during the depression pension plans
have been adopted by many companies. I might say that most ot
thae which have been adopted recently are on a sound actuarial
basis, where the money has actually been put in insurance companies
as trustees. In our own case, in 1928 we actually turned over
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$7,000,000 to an insurance company to pay the accrued liability. We
have been putting money in since to take up the current liabilities.

Senator KINo. That was for pensionsI
Mr. FoLor. Yes.
Senator KINo. You differentiate between pensions and unemploy-

ment benefits?
Mr. FoLsoM. Yes, sir. Under the unemployment plan each com-

pany builds up a fund by taking a certain percentage of their pay
roll, based upon their experience over a period of years, from which
they pay benefits. So far the benefits we have paid out in our com-
pany have not been as much as the interest that we have received on
that fund. We have got that fund, which we are accumulating for
future periods of unemployment. We hope we can keep a large part
of the fund intact for the next period of heavy unemployment.

Senator KINO. I should be very glad if you would indicate whether
the plan proposed in the bill under consideration is going to destroy
or mutilate or have any effect, and if so what effect, upon the plans
in force today.

Mr. FoLsom. It will take me quite a little time to get to that phase,
but I would like to get the whole picture before the committee first.
Many people felt that you could build up enough interest in these plans
so that most of the companies would adopt the plan voluntarily and
there would not have to be any legislation. I was among those several
years ago who hoped so. The employers who are on this Advisory
Counil-you will recall they are Mr. Teagle, Mr. Swope, Mr. Lewi-
sohn, Mr. Leeds, besides myself-reached the conclusion that you
must have legislation in order to provide security for the workers in
general, which many companies are already providing, because volun.
tary action would be so slow. You cannot expect these industrial
plans to give general security. Therefore the employers on this
Council approved, in the main, the aims and purposes of this bill,
but we have certain suggestions to offer which we think will make it
more workable. Most of those suggestions were included in the rec-
ommendations of the Advisory Council. Our Advisory Council sub-
mitted the recommendations to the Cabinet Committee, and you have
a copy on file of those recommendations.

We feel there are some very necessary precautions to be taken so
the introduction of this plan will not have a bad effect on business
and commerce in general, and also you must take precautions that
you do not build up too large an administrative organization and
take away too much from the benefits to be paid to the workers.

Senator CLARK. You are speaking of the unemployment insurance?
Mr. FoLsTm. Of the whole business. We have had some experience

in foreign countries where our own company operates. In Germany,
for instance, the administration expenses are too high. We are
hoping that this legislation will prevent such a large bureaucracy
from developing. We know that there will be a tendency to build
up a large bureaucratic agency to administer it.

Senator KiNo. You cannot hope for much improvement in this
country in the light of the tremendously large biureauerqtic govern-
ment that we are building up.

Mr. Foysom. No. I think you have got to keep it down as much
as you can. /

Now in regard to unemployment compensation, I want to call your
attention to the fact that the purpose of this legislation is to pro.
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vide or to build up, a fund from which to pay benefits to people who
are laid off, but that the benefits could only cover a limited period.
The actuaries estimate that at the 3-percent rate you may buy bene-
fits from 16 to 18 weeks; but if you have a long-service man who has
not drawn benefits for long periods, you will give him an additional
week's benefit for each 6 months' service, a maximum of 25 weeks.
It is not intended to meet at all the present situation. Some of the
people feel this is going to meet the present situation. This is not
intended aqt all for the present depression-it is not intended for
deep depressions in the future even; it is intended for fluctuations
of unemployment in normal times, for seasonal unemployment,
technological unemployment, and for minor depressions such as we
had in 1921. It will probably cover the first year of deep depressions.
All the estimates are based on the periods such as we had from 1922
up to 1933.

Senator KINo. Do you know Dr. Epstein I
Mr. FoLsox. Yes.
Senator KiNo. He emphasized the points, as I understand, that

you are now making.
* Mr. FoLsom. Yes. And also it is not insurance. It is clearly
stated it is compensation and not insurance. So many arguments
are advanced for a certain type of unemployment compensation that
will take care of the period of depression. This is not for the period
of depression at all. You have got to depend on relief to take care
of the tremendous load that you have during depressions.

The Federal legislation which was submitted to our council first
considered the system of the Federal Government as a whole; that
is, one system. We do not think-and the President indicated he
did not think-it was desirable. In the first place, it is almost im-
possible to devise one system that would be good for one section of
the country and would be good for other sections, because the condi-
tions in the country vary so much so that very early in our deliber-
ations we discarded the one Federal system.

We think the States should be given the opportunity to experi-
ment with different systems. There were two plans submitted to us
for Federal and State legislation. The first is the plan provided in
this bill, which we call the Wagner-Lewis type, under which you
tax in Washington the pay roll of all employers. They will receive
as a credit on this 90 percent of any payments made to a State
unemployment plan. If a State passes no law the money stays in
Washington to be used for any purpose, which is a bad feature.

The second is the grant-in-aid scheme, under which the taxes are
to be levied On all the pay roll, but the money is actually to come to
the Federal Government; and then the money would be voted back
into forms of grants to the States which would pass such legislation
for unemployment compensation, meeting certain minimum require-
ments.and standards provided in the Federal law.

We had a sharp division of opinion in our own council on this type
of bill. The majority, including the employers, and also Mr. Green
and some of the social workers, favored the grant-in-aid plan, because
they felt you could put more standards, in the first place, into the Fed-
erallaw without running into constitutional objections, and also you
could permit industry funds to be set up and have experimentation
along industry lines as well as along State lines, or some new experi-
mentation along N. R. A. lines.
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Also that plan could be changed very easily, because the standards
could be changed by the administrative agency from time to time, and
if later on you wanted a system more uniform throughout the country
you could get it.

Now the arguments in favor of the Wagner-Lewis type bill are that
that bill will set up a State system. If anything happens, because
of constitutional reasons, to Federal legislation, you will still have a
State system intact. I know you have heard arguments for and
against that, so I will not go into details, but I will say the majority
of the council did favor the grant-in-aid type of bill rather than this
type We know there are good reasons for this type as well as the
other type, but I wanted to bring to your attention the recommenda-
tions of our council.

This bill, the Wagner-Lewis bill, now has very few standards in it.
We recommended that any type of legislation should have a certain
minimum standard, so that some States can get out from under with
a very weak legislation. This bill has fewer standards than the Wag.
ner bill last year. I imagine some were dropped out because of con-
stitutional reasons. On the other hand this bill contains certain re-
strictions that now appear to be as much regulatory as the standards
that were left out. Some of those restrictions we think are not de-
sirable at all. I will indicate which ones they are, and I will indi-
cate the changes that I think should be made.

The first is with regard to a type of system that permits freedom
to the States. This is the most important point I can bring to your
committee today; and I think you should give it very serious consid.
eration. The Advisory Council, by unanimous vote of all 20 mem-
bers, of whom only 5 were employers, felt that freedom should be
left to the States to decide what type of plan they should put up-
whether they should have a straight pool plan, a separate account
system, or a combination of the two. By I pool plan 1 I mean one
under which every company should contribute 3 percent, less the 10
percent going to Washington--contribute all this fund into one pool
covering the employees for the whole State.

Senator KINo. The Ohio plan?
Mr. FoxsoM. The Ohio plan. The other type is a separate account

system. By the "separate account" system I do not necessarily
mean the present Wisconsin bill. By "separate account" _system we
mean one in which the money wouldstill all be in the Federal Gov-
ernment, the Treasury Department; but the State will keep a sep.
arate account in each employer's name for few or many as can meet
certain requirements fixed by the State law. Before an employer
can get a separate account he must give a guaranty sufficient to con-
vince the State agency that he can pay his benefits to his own
workers, and he will make contributions just the same, at the 3-
percent rate, until he builds up a reserve account which is consid-
ered adequate to pay the benefits. So everybody will contribute the
same rate for the first 3 or 4 years. Eventually after his reserve
account has reached the amount which is considered adequate, if
he has a good record of employment in his plant, then his contribu-
tions are reduced. That is called a "separate account" system,
with adequate guaranties.

Senator KINo. Would that plan encourage or permit insurance
or unemployment benefits to be developed by each corporation I

Mr. FoLsoM. Yes.
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Senator KiNo. To supplement any Federal and State legislation?
Mr. FoLsoM. Yes. The third plan is a combination ofthe two.

You may start out with a pool plan, but rather than let the com-
pany getting the credit for the whole 3 percent in its own account
you give the company credit for 2 percent and leave 1 percent in the
pool.

We feel, that is our advisory council with Mr. Green agreeing and
with the labor people agreeing, in fact it was a unanimous vote, we
feel that thd choice should be left to the States. If one State wants
to develop a separate account system, like Wisconsin, or pool system
or a pooltsystem with some separate accounts we think it should be
left Fee to choose for itself. Wisconsin will have to change its law
to put the guaranties in. We all agree that the guaranties should
be there. Unless a company has enough in the guaranty or reserve
to be sure the employees will be protected there should be no reduc-
tion of rates. Even if we have got the guaranties there there should
be no reduction in rates until you build up the reserve to a reasonable
level. We feel the States should be permitted to experiment along
that or other lines.

Senator HASrINGS. Do you mean that it would reduce it to 3 per-
cent in some cases I

Mr.- FoLsom. This bill now proposes your contributions would be
reduced. You are given additional credit on your tax.

Senator HASTINOS. I do not know where that is.
Mr. FoLSoM. After you reach the 15-percent level.
The CIAInMAN. What is that provision of the law?
Mr. FoLsoM. I intend to reach that in just a minute.
Senator HASrINus. All right.
Mr. Forsom. So our advisory council in making this report, stated

two objectives of this legislation should be: First, the payment of
compensation to people who are laid off; and, second, it should serve
as an incentive to employers to reduce unemployment, or to stabilize
employment.would like to read just two sentences from the President's mes-

sage of January 17, wherein he says:
An unemployment compensation system should be constructed in such a way

ast4 arrd-every practical aid and Incentive toward the larger purpose of
unemployment stabilization. * * * Moreover, in order to encourage the
stabilization of private employment, Federal legislation should not foreclose the
States from establishing means for inducing Industries to afford an even greater
stabilization of unemployment.

My contention is that the present provisions of section 608 do actu-
ally foreclose States from setting up such a system as the President
urged.

Senator KiNo. Pardon me just a minute. Did you say section 608?
Mr. FoLsof. Section 608, sir.
Senator Uramy. What page is that?
Senator COUZENs. Those were the sections that Dr. Epstein elimi-

nated yesterday.
Mr. FoLso-03. He wanted the whole section eliminated, but if you

did this nobody would ever get a reduction. That section provides,
I will indicate briefly, that before an individual company can get any
reduction in rates under a plan which provides a separate account
system-you get the idea from this bill that you are actually permit-
ting these States to set up separate account systems, but the restric-
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tions are so great that for all practical purposes no company would
be able to meet them. It is for this reason: It states before any em-
ployer can get a reduction under the separate account system he must,
in the first place, put 1 percent in the pool; and, in the second place, he
must guarantee full compensation to all the workers; and, in the third
place,-his reserve must be at least 15 percent.

Now figure it out. If the company had no unemployment at all
it would not be possible for that company to get any reduction in
rates until 1946. If you assume 1 percent in 1936, 2 percent in 1937
and 3 percent thereafter. In the first year his whole 1 percent would
go to the pool. Tn the seennd year he will have two-tenths of 1 pcr.
cent going to Washington and he will have credited to his account
only eight-tenths of 1 percent, the other 1 percent going to the State
pool. You figure that out year by year and you will see he will not
get up to the 15 percent level ujitil 1946, even assuming he has no
unemployment.

My contention is no employer is going to do anything now to
reduce his fluctuation of employment or to stabilize employment on
the chance that in 1946 he might get a reduction in rate. I think
that is obvious. That was not the intention at all of the Advisory
Council's recommendation.

I want to mention again that there was a unanimous vote on our
part. We felt that you should give that first entirely to the States
and we felt that you should have a reasonable reserve, but it should
not be so strict as this, which would practically eliminate any possi.
bilitv of the company having an incentive to reduce the fluctuation
of eLiployment or to stabilize it.

Senator COUZEN8s. What did you think of Dr. Epstein's comparison
yesterday between this form of compensation through an insurance
company which did not preserve the difference between a good man
and a bad man?

Mr. FoLsom. I want to give you, before I get to the next point, the
arguments which were advanced for the pool system and the other
system. You heard arguments advanced here for the pool system,
and they have been advanced almost entirely by people who have
had no practical experience who approached it purely from the
theoretical point of view. I studied the subject quite a long time
myself. For the last 4 years I have had actual experience in our own
plant in Rochester. I am also in touch with the experience in the
other plants in Rochester such as Bausch & Lomb Optical Co., the
Stromberg-Carlson Co., the Taylor Instrument Co., the Gleason
Works, and the other companies who are in the plan. We all believe
that a plan of the right sort will serve as an incentive to stabilizeemployment.
Yn our own company we have made a study of stabilization for the

last 35 years. We have a very great seasonal fluctuation in the sales
of our product and yet we have been able to produce our product at
a stable rate of production. This graph will indicate what we have
done. This is starting in January at 4 percent of the year's sales
and reaches the peak of 15 percent in July and then it goes down to
2 percent in November, and this other line indicates the way we
actually produce during the year. We build up the stock in the
spring and we sell it in the summer. This is roll film that we sell
in the summertime when the people are taking pictures. We have
been developing this system over a period of 35 years.
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There was one of our plants where we had not been able to do
such a good job in stabilization. They said it could not be done,
and yet when that plant on the 1st of january 1933 tarted to pay
benefits to the people who were laid off, and the record of the bene-
fits went to the head office, to the president of the company, that
plant was very much concerned about it. *They started to do a
better job. They called on our planning and statistical department
and that department did everything it could to help them out. As
a result we have been able to do a better job in stabilizing that plant.
I say to those people who say that nothing can be done about stabili-
zation simply do not know what they are talking about. I am talk-
ing from practical experience. There may be companies that will
not agree with me at all on this, but that is because they haven't
tried it. Any company-I do not care what industry it is in-in
normal times can do a better job in stabilization than they have
done. I do not think there is any question that the automobile in-
dustry can do a very much better job on stabilization than they
have done. If the automobile industry had to pay the rate which
they would actually have to pay if that did not do anything about
stabilization, it would mean the people in the automobile industry
would try to do everything they could toward reducing the fluctua-
tion in employment and toward stabilizing employment. Since we
adopted the plan in Rochester one of the executives of one of the
large automobile companies came to me to find out if they could
not adopt the same system. He showed me his employment record.
I said, "You cannot adopt this plan with your record of employ-
ment.." He said, "Why not 1" I said, "It will just break you.
You have too much fluctuation. You have a labor turnover of 100
percent a year and you just cannot do it. If you once adopt this
system you will have to change your policy."

Under the "pool plan" every company has got the money in one
boat; you are not going to make any particular effort to reduce
your own unemployment on the chance you will help the pooled
fund. On the other hand, it will.have the reverse effect.

I maintain if you have a pool system, when you have to reduce
your production, if you are going along at full production and have
to reduce it 10 percent, you will not reduce the hours of everybody
10 percent but you will lay the people off immediately, the most
inefficient people, and put them on the pool. We can always produce
at lower cost by keeping the force occupied all the time. The tend-
ency would be to reduce the force right away and you will increase
unemployment. The actuaries who have estimated this thing have
actually put a loading in to take care of the unemployment due to the
introduction of the pool system, and the Cabinet Committee stated
that the actual benefits to'be paid on the individual company plan
would be greater than under a pool plan, for the very reason that you
have got the incentive to keep people occupied.

The CHAIRMANI. Senator Wagner, if you want to inquire at any
time, you may.

Senator WAGNER. Mr. Folsom and I have discussed this.
Mr. FoLsom. Senator Wagner, of course is on record a number of

times as stating that one of the purposes oi this legislation is to serve
as an incentive toward stabilization. Exactly the same proposition
came up under the Workmen's Compensation Act. Although the
Workmen's Compensation Act was fought by a number of employers
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I think he will bear me out in saying that the Chambor of Com-
merce in Rochester was the only body of employers in the State of
New York that favored the work mei. s compensation legislation.

Senator WAONER. Yes; I can verify that.
Mr. FoLsoir. I also want to bring out the fact that I appeared here

last year on the Wagner-Lewis bill, favoring the Wagner-Lewis bill
at that time with some changes.

When it comes to this matter of argument for the pool system, most
people think of depressional unemployment.

Now, to go back to the insurance argument: Practically all insur-
ance is based on the risk that is involved. The rate of the premium
is based on the risk. If you have got a good risk, you have a lower
rate than you have on the poor risk. Again, I want to say that these
people wlo are arguing for the pool system to a large extent have
not had any practical experience. All we ask is-and I will state
it very frankly-that industry begiven that incentive to stabilize. It
is my firm opinion if that incentive is given the industry they can do
a much better job than they have done. Some say '1 Why should
they not do a good job, anyhow? " Look at the Workmen's Com-
pensation Act. Most people thought that wouldn't work, but it has
done a good job, so why should not this do a good job? I know in our
own case we thought we were doing a good job in reducing accidents,
and yet our accidents are now only about 10 percent of what they were
back in 1911 and 1912. It has also meant that we have saved money.
If we can reduce expenses or actually save money, if there is any plan
that permits us to do it, we certainly try to do it. You might say that
we should have done it before. Of course, we should have done it
before. We did not do itlecause we did not know how to do it. We
do it now because there is inoney saved by doing it. This plan should
provide the same incentive for the reduction of fluctuation of
employment.

Now it will not take care of the depressional unemployment.
This plan is intended to cover just the type of unemployment which
the company can prevent, if it as got an incentive to do it. Under
this bill you are practically barring all experimentation along that
line. So this plan is the one we feel; that is, I feel and a number
of employers who have studied the subject feel that it is the best
plan for the future.

Senator KIro. The pooling plan you think rather encourages
slovenliness on the part of some?

Mr. Foom. Yes. Another point: It has been pointed out also
before your committee by some of the theorists that a pool plan
gives a better guarantee to all the workers, because you have got
them all together in one pool. You know, with so much money in
there it is a question of who is going to get it. Do you want to
give it to the people, the casual workers who haven't any right to
unemployment benefits, who are transferred back and forth because
of indfliciency; the people that you will lay off first? That applies
especially to seasonal industries. In England, for instance the em.
ployees in the seasonal industries got too much from the fund and
there was very little left for the other people. Under this pool
system, you are going to give that protection to that type of worker.
Your stable workers, the regular workers, when they are laid off,
there will not be aiy money left in the fund, because they will be in
the depression when the fund is gone.
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Senator WAONEn. The depression may last longer than the fund?
Mr. Fouiou. Sure. My whole contention is that you are placing on

industry, and you should place on industry, the responsibility of giv.
ing regular work to their regular employees, to try to keep the
people employed all during the year, and if you put the incentive
on them they will do the job. Then the people who drift back and
forth from one industry to the other-the casuals, the ineflicients,
those who might have jobs during very good times and no jobs dur-
ing bad tines-that burden should be placed on society as a whole.
Industry will share the burden through taxes, but it should be borne
by society as a whole. If you put the responsibility on industry,
industry will see to it that there will not be as much fluctuation as
there has been.

As I say, do not decide the point now. I do ask you not to bar
the States from experimenting along that line. I do know in our
own State of New York therehas been a tremendous drive up there
for that pool system, yet the employers so far haven't had a chance
to do anything, they have never been consulted about it. I am hop-
ing we can get our story across to the people in charge of legisla-
tion in Albany, so we can convince them that the best plan, as far
as the reduction of unemployment is concerned, is along this line
rather than the pool line.

On the other hand, I do not want to see any system adopted un-
less you have adequate guaranties there.

Senator BARKLEY. Have you prepared a substituteI
Mr. Fo.soM. I will just eliminate that section.
Senator CLARK. Eliminate section 6081
Mr. FoLsom[. Eliminate subsection (a).
Senator KINo. The section or just the paragraph
Senator GsuRy. That is paragraph (a)I
Mr. FoLso3r. Subsection (a) should be eliminated entirely.
The CHAIRMAN. What page?
Mr. FoLsoM. Page 48.
The CHAIRVMAN. Paragraph (a), page 48.
Mr. FoLsom. Then there is another part of section 0 in which

there is a definition, on the top of page 40. It says, "This fund shall
never be less than I percent of the pool."

The CHAIRMAN. Where is that?
Mr. FOLsOM. Top of page 46, in parentheses on top of page 46,

the second line.
The CHAIRMAN. You would eliminate that?
Mr. Fomsom. I would eliminate that. Then, on page 49, where

there is a reserve mentioned of 15 percent, I would change that to
10 percent. Now, even if it is 10 percent, you would not get any
reduction for 5 years; not until 5 years after the plan, assuming no
unemployment at all.

The CHAIRMAN. Make the same change on line 17, page 491
Mr. FoLsoM. Yes, sir. Then, on page 50, section (d), that is to

come out again, that 1 percent. That takes care of the plan under
which you start out with the pool system. You say, after a period of
years, if the company gets a good record, they can get a reduction of
rates.

I would like to call your attention to the fact that that plan does
not serve nearly asgood an incentive as the other plan, because you
simply say there, "We are going to put all the money in the one pool
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for 3 or 4 or 5 years, and if you have a good record then we are going
to givoou a reduction in rate." That is the plan they had in Eng-
land. The British plan had that system-this pool system. When
that time came for reduction the Government did not give a
reduction.

I do not think many employers are going to do much about stabil-
izing if you say, " We are goinng to keep the money in a pool and use
it for stabilizing the industry.'

Also there is another very important point, and that is that the
record of the companies for the last 3 or 4 years is not a good indi-
cation of what the unemployment situation in the industry really
was. The heavy-goods industry, which now has a very low level of
employment, should have almost a perfect record in the next 2 or 3
years. A company which has been reduced from a thousand em-.
ployees to 200 employees ought to keep the 200 people employed in
the next 2 or 3 years.

The CHAIRMAN. With those suggestions, those are the only changes
you would make in the unemployment-insurance plant

Mr. FoLsom. There is one other plan in the guaranteed-employ-
ment section. Some employers feel there is opportunity to assure em-
ployment rAther than pay benefits, and they think you ought to have
a reasonable guaranty plan. In this bill you actually say the com-
pany can set up a plan which will guarantee 40 weeks' ful wages. I
do not believe any company will guarantee that. You might say 40
weeks at three-fourths wages or two-thirds wages guaranteed, you
might get some companies to do that but I do not Lelieve that very
many companies would guarantee the full 40 weeks at full pay.
That is the second change I would suggest.

The other change is for the sRme reason that this tax should not
apply, as Dr, Epstein pointed out yesterday, to the whole pay roll.
No bill which has been drafted in this country in any State h;as the
tax apply on any part of the pay roll not eligible for benefits. That
provisIon was not recommended by our council. It should be
changed. You should eliminate entirely the people who were making
over $250 a month, the clause which you had in the old-age security
part of the section, or you can tax that part of every person's pay
which is below $250.

We thought that is, our advisory council did, that the latter was
a better plan, because otherwise if you have a man making $251, he
does not get anything, and the $249 fellow would get the benefit.
We thought you could tax the pay roll up to $250. You have a lot
of white-collar workers who used to earn 4 or 5 thousand dollars and
who are unemployed now; they should certainly be entitled to ben-
efits up to $15 a week, which is the maximum in most bills.

Senator KINo. Assume that they are taxed up to the $250.
Air. FoLsoM. Yes, sir. Do not tax anybody above that, because

it is obviously unfair.
The CHAIRMAN. Before you leave Washington and after you have

finished your testimony, may I suggest to you that you get in touch
with the experts here and with the drafting service, and-draft what
in your opinion meets your suggestions so that we can have the mat-
ter here in a substitute form.

Mr. FOLsOM. I will, sir; I will be very glad to.
Senator KiNo. Before you leave this pomt--is it your view that, if

you have the pool, you should not make any contributions to it?
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Mr. Fouso~r. I think that should be left to the States. The Wis.
consin people feel very strongly that you should not have any pool
at all. They want to start with these individual companies. The
other people feel that it is all right to start with a pool, but to let
the companies who can put up the guaranties and have separate ac-
counts have their own account.

Starting from right now, I would not be opposed to that system
of starting with a pool and letting companies have separate accounts
when theyput up adequate guaranties. I think in tile long run the
Wisconsin plan might be just as good with the proper guaranties,
but I do not think we have to decide that- but I do not know that
these people in Wisconsin do not like the idea of putting any-
thing into a pool. Personally, I do not like .it either; but some
.States might want. to require partial pooling. I'do not think that
should be done here. I think it is better to leave it to the States
enirely. You are givin them the choice of almost everything else--
tile number of weeks of benefits, the paying period-and yet in the
most important point you restrict them. o be consistent through.
out the bill, you have to give them that choice.

Tile CHAI MAN. Would you put other standards in the bill?
Mr. FomSoM. We recommended quite a few other standards, but

I understand they were left out for constitutional reasons. But on
theq other hand you hove the main standard in there, that they
imust use this money for unemployment compensation. The mo(el
bills being drafted now should serve as a guide, but I am afraid that
they mig t have the benefits so large in some of the States that the
funds will be exhausted too soon. I think it is better to let them
have their own standards in this legislation.

Senator WAONER. Would you favor the restoration of the
standards fixed in the so-called "Wa grner-Lewis bill" of last year?

Mr. FoLsom!. No; I prefer the standards which our advisory coun-
cil recommended. They have changed it in several respects. Last
year the Wagner-Lewis bill had a minimum. We feel that it is im-
possible to set a minimum which would apply to the whole country.
A mnininmn which is all right for New York State would be too
high for Mississippi or Georgia, f-Ar instance, but we (to think you
can say it is 50 percent of the normal wage.

The CHAIRMAN. Your suggestions are incorporated in the record?
Mr. FoLsoMr. Yes; the Advisory Council's report is a very short

report, and I hope that every member of the committee will have a
chance to read that; I feel strongly that the recommendations of
that report constitute the best bystem which has yet been advised
and that was worked out by this group of 20 wo king for several
weeks. A subcommittee of 6 worked steadily on it, with the larger
committee being brought back from time to tiae.

Senator GRnyr. Are you putting that report in?
Mr. FoLsosr. It is in the record already.
Senator Guuiy. What is the name of that report?
Mr. FoLsom. The recommendat ions of the Advisory Council on

Economic Security. Some members of the Council have appeared
before you and advocate a higher rate than 3 percent, but the Council
as a whole, voting as a body, were in favor of 3 percent. We were
also Etrongly in favor of that provision which states that if indus-
trial production did not reach a certain level, for the first year it
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shall be 1 percent, then 2 percent, and then 3 percent. We think
that is very important for business.

This plan is not intended to cover the present situation at all.
This is taking care of the future, but we think it should be gradual.
We think that is a very important point. Some are going to argue
strongly otherwise next week. I understand that the labor corn-
missioner of New York State is going to come down here and argue
very strongly to have the 3 percent start right away. I think it
willhave a very bad effect on recovery if you do that.

Then there is the question of who should pay the 3 percent. In
the first place, we think the 3 percent is adequate. The actuaries
have had very little experience to base this 3 percent on, and they
have been very conservative. I feel that experience is going to show,
if you have the separate account system, that your 3 percent will
pay longer benefits than provided in the estimates of the actuaries,
and that is based on our experience, but on the other hand I agree
with the actuaries that we should operate on a very conservative
basis and not get hopes up too high. You can easily extend the
benefits later. So I would not have them go above 10 weeks or 18
weeks to start with.

Who shall pay the 3 percent? Naturally, there is a sharp division
of opinion as to whether employees should pay part of it. I agree
thoroughly with the position that the chief burden should be placed
on the employers because the employers can do something about it
whereas the employees cannot do any thing about reducing unem-
ployment. On the other hand I feel that a small percentage should
be placed on the employee for the simple reason that he will be much
more interested in the system, and he won't be looking into benefits
as a gratuity but something where he has got his own money at
stake. He is going to get better administration that way, less abuse
fewer people trying to get benefits who are not entitled to them, and
less malingering.

Therefore, although a majority of our council voted against em-
ployee contributions, the strong minority favored it, feeling that
you would get a better system if you would at least get one-half of
1 percent from the employee and 2y2 percent from the employer.
The bill now provides that the States can put an additional amount
over the 3 percent on the employee if they want to. I do not think
they will do it. In the first place, they will think that 3 percent is
adequate. The only way you can get employee contribution is by
putting it in here. .Especially if you are going to start out in the
security section with one-half of 1' percent of the employee, I do
not think you are going to get any more objection from the em-
ployer. And you will get a much better system. Russia is the only
country abroad that has not had employee contributions, and you
will find quite a few of the labor people are for employee contribu-
tions for the simple reason that they think they will get a better sys-
tem and better administration.

Senator BAarKLEy. In Russia, if they had employer contribution, it
means that nobody in Russia but the Government would contribute,
because the Government employs everybody.

Mr. FOLSOM. Yes; that is true.
Senator KINo. I have talked with hundreds of employees who were

out of employment and they did not get a cent,. They said the fund,
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if there ever was, had been consumed by the Government in liquidat-
ing some of its expenses.

11r. FoLso . Those are the suggestions which I would make in the
unemployment-compensation section.

I would like to take up this old-age security.
Senator LoNERoAN. Pardon me at that point. What is the turnover

in employment in industry in this countryI
Mr. Fox.sou It varies tremendously. In some industries it might

be in 1 year'as high as 100 percent. If you have a force of a thousand
people, there might be as many as a thousand people leaving. On the
other hand, some companies might get a turn-over down as low as 10
percent.

Senator LONEROAN. In dealing with permanent employees, at what
point would you start? Suppose we set up this system. The em-
ployer would start with the persons who have been employed by him
for a certain period of time.

Mr. Fozsom. That would depend entirely on what system you set
up. If you have a pool system, you do not-have any qualifying serv-
ice at all because everybody goes right to the pool and gets the money.
If they iave been only a few weeks in employment and are laid off,
they go to the pool and get the money. But with a separate account
system we should have some reas'nable period of qualification before
a person is eligible to give the company a chance to see whether the
employee is qualified or not.. Otherwise you will have your initial
requirements so high that the persons who might appear to have any
handicap at all might not be employed. That is a matter entirely for
tile States', however.

Senator LONEEOAN. In separating the system of payments as sug-
gested by you, the employer wouldtake care of the permanent em-
ployee andthen another system would be set up for the temporary
employee?

Mr. Fosom. Oh, no. I was just saving that that would be what
would actually happen in the long run. The company would still
have to pay benefits to the person in short service, but it would be
based on service. You pay 1 week of benefit for every 4 weeks of
employment. That is in any plan, whether it is thepool plan or a
separate account plan. The'benefits you pay are base on the length
of service of that employee. If you have a man working for 6
months, he would get 1 week of benefit for every 4 weeks that he
would work. Ile would get 6 weeks benefits for 6 months, and a
man working 12 months would get 12 weeks of benefit.

Senator LONEROAN. In the systems already existing of private
concerns, they are all based on contributions of employers as well
as employees.

Mr. Foisox. Yes. The General Electric Co. is a contributory
system, 50-50. The employees put in just as much as the company.
With the Rochester plan, the company pays the first amount which
is up to 2 percent, but in case of an emergency like during the
depression, then th y ask their employee who is working to put in
1 percent.

Senator LONEROAJ. I understand that less than one-half of 1 per-
cent of the concerns in this country have such a system.

Mr. FosoM. There has been only about 15 companies in the coun.
try that have unemployment-benefit plans.
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Senator HAsFINos. Before you leave that subject, may I ask you
what you think of this? Section 602 provides that any employer
may credit against the tax that is due, up to 90 percent of the tax,
the amount of his contribution. If you would add right after that
these words, "plus the contributions of his employees, if any ", you
would then leave an opportunity for the States, if they cared to, in.
stead of us deciding it; you would leave an opportunity for the
States to adopt that if they wanted to. But under this plan they
cannot do it; but if they wanted to adopt your suggestion and you
put in those words so that the employer would get the credit not only
for what he paid but for what his own employees paid to the fund
you would then leave it to the States. What do you think about that

Mr. FoLwoM. Off-hand, I would not like to express an opinion. I
think it might be a good way to do it, but I would like to give it
more thought, and I would not like to express an opinion off -hand.

Senator BARKLEY. Let me ask you how you propose to do it with
this sort of a situation. I can understand how you can stabilize your
employment, because over a period of years you have a pretty good
idea of the average sales of your company and the demand for your
products. Take a building contractor who employs carpenters. The
amount of that employment depends on the number of houses that
are to be built and whether he gets the contract to build them. Let
us say that an individual contractor would employ on the average
10 carpenters or more. Any one of those men working for him for
a month, and then he will be off a month, because nobody is building
a house. Then he may have another month's employment with an.
other contractor, and all through the year he has that precarious em-
ployment situation. How can you deal with that, as between the
employee and the employer, and as between the employer and the
State?
Mr. FoLsoM. I think in the building industry or an industry like

that, it would be a lot better if the industry itself would set up a fund.
All of these plans provide as a separate account plan, that you can
have an account with one company or with a group of employers;
and I think the only way to handle that is to have a plan for the
building industry as a whole in a State or in one locality.

Senator BARKLEY. But this is a bill that taxes that pay roll of that
contractor if he works more than four people.

Mr. FoLsom. Sure they are all going to be taxed all right, but as
far a&3 giving them additional credit if they stabilize, in that way
you could let a company instead of having its own account, they wil
come in with several other companies and have a group which will
cover the building industry in this particular locality; and those
people, if they group in that way and keep the people steadily em-
ployed as all the building employers in that group, then they will get
this reduction. If they don't they will have to keep on paying the
3 percent.

Senator HASTINGs. That is, the law might provide that the build-
ing trade of a State should constitute a separate fund I

Mr. FoLsom. Yes. All of these State plan provide that either an
employer or group of employers may set up a separate account.

Senator BARKLEY. Of course, in an industry like that the chances
are much greater that the fund will be exhausted sooner than in a
stabilized industry like yours.
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Mr. FoLsox. Of course, our industry is by no means stabilized.
And also one of these companies in Rochester that has adopted this
plan is not stable. They are making gear-cutting machines for the
automobile industry. That has fluctuated if anything has. In
normal times, on the other hand, employment in the building trades
does not fluctuate as much as you would think it does, in times of de-
pression. We are apt to give too much emphasis now because we
see how mch unemployment there are in the building industry.
But in normal times the total number of people employed in the
building industry does not vary so very muc.

Senator BARKLEY. There is a good deal of variation at any time,
isn't there?

Mr. Fossor. Then I believe they should get into an industry fund.
But if the automobile industry cannot stabilize so that they can
prevent this fluctuation, you should not let the other industries that
can subsidize the industries to that extent. If the automobile in-
dustry cannot give steady employment, they should pay some of the
cost of that through a higher rate. I do not think thatburden
should be placed on the other industries.

Senator HASTINOS. Would you leave it to these groups to join
voluntarily, or would you have some compulsory plan I

Mr. FoLson. I think some of the State laws provide that the In-
dustrial Commission after adequate hearing, may compel employers
in certain groups to do it.

Senator HASTINGS. But that is the only way you could make it
effective?

Mir. FoLso . Yes. The old-age security part of this bill is naturally
a complicated section. The question of pensions is naturally very
complicated anyhow, and this is further complicated by the fact that
we have three different sections in here. I would like to explain as
briefly as I can and as clearly as I can what seems to me to be the
signi Mcant facts of this thing.

Senator Kixo. Pardon me if I interrupt to ask ask you a question.
Do you see any good reason why this bill should not be divided and
treated separately in each of these important provisions-one dealing
with ol-age pensions and the other with security and so forth-
take them as separate bills?

Mr. Fosor. It seems to me that is purely a legislative question
ani I would not be prepared to answer that. I know it would
certainly simplify it as far as trying to understand it. There
might be very good reasons from a legislative point of view.

Senator BARKLEY. It would take about seven times as long topass
7 bills instead of 1.

Mr. Foso~f. I have no objection to combining them or keeping
them separate.

Senator KiNo. Sometimes a fuller discussion is thus brought
about and greater independence is manifested by persons in express-
ing their will if you have such separate bills than if you have an
omnibus bill.

Mr. FoLso3r. It is a very complicated measure now; there is no
question about that.

The CHAmIMAN. We will all agree to that.
Mr. FOL-,,s . This old-age assistance part, I am fairly well con-

vinced that we have got to do something about the old-age assistance.
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I think the case has been pretty well established. We have a large
number of people who are now dependent. This system of old-ago
pensions which has been adopted in some 29 States is better than
the poor house. I am speaking now on the point where the Govern-
ment is going to vote a subsidy to the States with an old-age pension
law to people who pass the means test. We are taking care of that
question now in 29 States by these old-age assistance laws and some
of them are quite adequate and others are not. In New iork State
there is a maximum of about $30 a month which is adequate, and
in other States they are quite low.

Senator GEoRoE. That is the highest?
Mr. FoLsoM. Yes; in New York State. In several States I think

it would be entirely too high, especially in the southern States.
Senator KINo. Dr. Epstein contended that to go beyond that would

be unwise.
Mr. FoLsom. Yes; undoubtedly it would be unwise. A lot of these

old people are also on relief now. It is a lot better to have these
people on a definite pension, these old people, of so much a month,
rather than to have them depend on relie f, because relief agencies
might change at any time, and you don't know whether it is definite.
So that I think it is all right to have these old-age assistance laws
and have the people on them rather than on relief. We may expect
that during the depression and because of the depression more
older people have been put on relief, because the younger people in
the family have been unable to take care of themselves, and a large
part of the increase in the dependency has been due to the depression.

I think we must expect some sore of public assistance, but we must
be very careful that we do not start out with too high a rate, because
the cost goes up very rapidly. We have had estimates by the ac-
tuaries as to what this will cost in the future, and they go up at a
very alarming rate for a very simple reason. Even if you had no
increase at all in the number of old people in the next few years, this
old-age assistance would go up fast, because you are putting on a
different group of people every year. First you put on the people
who are now 65, and the people at 65 will live for 11 years on
the average. Next year you ad4d another group, and they are going
to live 11 years, and very few of the first group are going to die the
first year. So, gradually, you are putting new groups on and the
costs won't become stable until as many people die off as you are
putting on, and you won't reach that point for about 20 years.

But in addition to that, you have more people reaching 65 every
year, and the actuaries estimated that in 20 years from now you are
going to have twice as many people over 6 in this country as you
have now, so that would double it. Because of those two factors,
the increase is very sharp. In addition to that,you have got to esti.
mate how many of those people are going to be dependents. There
is no reliable estimate available as to how many people are going to
be dependent 20 years from now.

We do know that in foreign countries where they have pension
laws, there is a high percentage of people dependent. So they have
estimated that ultimately 50 percent will be given assistance. I have
a chart here which indicates how fast the cost goes up.

Senator BYRD. °Your committee and you think that 50 percent of
those who are now above 65 years of age will be eligible for these
pensions?
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Mr. FoLSoM. That is a long way off.
Senator Biiw. I am speaking of today.
Mr. FoLsoM. No. This estimate now is not based on 50 percent

immediately. It starts in with 15 to 20 percent and gradually goes
up to 50 percent dependent. During the first few years while the
laws are being enacted, there will probably not be so many on the
rolls as estimated.

Senator BYRD. I am speaking of those who are actually dependent.
Mr. Forsox. You mean those that are dependent? I

Senator BYRD. In other words, of the people in America today
65 and over, what percent of them, in your judgment, would be
eligible for a pension if the legislation were to be available to give
it to them?

Mr. FoLsomr. The estimates are based on 15 to 20 percent to start
with.

The CHAIRMAN. Who prepared those estimates?
Mr. FOLsOM. The actuarial staff of the committee on economic

security.
Senator GEORoE. Is that an estimate of the actual percentage of

dependents or the number that would actually get on the pension
rolls immediatelyI

Mr. FoLsom. Those who get on the rolls.
Senator GERoGE. Immediately?
Mr. FoLsom. Yes.
Senator GEORoE. But not necessarily the percentage that is de.

pendent?
Mr. FOLSOM. No.
Senator BYRD. The report that I assumed you signed said that 50

percent of those over 65 are dependent ?
Mr. FoLsoM. That would be eventually. In 1960 it would reach

that amount.
The CHAIRMAN. Give us those figures that you have there. You

say immediately, 20 percent. How does it travel up?
Senator BARKLEY. Do you mean by that, 20 percent of all those

above 65, or 20 percent of the dependents above 65?
Mr. Foisom. Twenty percent of all those above 65.
Senator HASTiNGS. That would be 750,000 people approximately?
Senator KINo. Doctor Witte, in my recollection of his testimony,

stated that a very small percentage of those over 65 in the next few
years would be available?

Mr. FoLSoM. The first few years I think 20 percent is high.
The CHAIRMAN. We did get the impression from certain witnesses

here that 50 percent of those above 65 would be able to obtain this
pension.

Mr. FoLsoM. I think they had in mind the estimates as the 50
percent which you would reach eventually.

Senator WAGNER. The State itself of course would have to pick
out the individuals first. In the first place they would have to pass
a law which would authorize the expenditures, and then the State by
a means test would ascertain who the individuals are before the
Federal Government is even asked to contribute anything and at the
present time only $40,000,000 is being spent in that way. While these
people may exist, it will be a long while before we wilt reach them all.

AVr. FoLso1. I think the estimate during the early years of the
actuaries is high, but the eventual estimates I do not think are.
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Senator Kixo. Doctor Epstein stated if I recall, that $50,000,000
for the first year and $125,000,000 thereafter would be ample, and that
there would be a surplus.

Mr. Fosox. When you get in the future years, he is all wrong.
This chart indicates how fast this cost goes up based on the estimates
of the actuaries. I think it is high in the first year. It starts with
$125,000,000 the second year. For 1940, according to their estimates,
there will be over $400,000,000.

Senator BYRD. Your statement is a direct contradiction of the
report of the committee or the commission. It says on page 20:

At this time a conservative estimate is that at least one-half of the approxi-
mately 7,50000 people over 65 years now living are dependents.

Mr. ForsoM. I am saying that not 50 percent of these people
are going to be on your old-age assistance laws.

Senator BYRD. That is due to the difficulties of the legislation?
Mr. FoLSoM. No- they might be dependent on their own family.

A lot of thesepeople are dependent, but members of the family have
to take care of them.

Senator WAGNtR. Many of the States now, and New York is one,
for instance, where although an old person may be dependent, if the
child has any income above that which the child needs for its own
support, we can compel that child to make a contribution toward
the support cf the parents, and in that way we have kept our old.
age pensions down by compelling the children to carry a part of theburden.

Senator BYRD. If the child is married and has a family of his own,
can you still compel him to do that?

Senator WAoNR. Yes; we can, if his means permit.
Senator KimG. Most States have laws of that kind.
Senator WAONER. We do not let him abandon the parents if he

can afford to make a contribution to the parents' support.
Dr. Vrrr. Gave detailed figures.
Senator Bymn. What I wanted to get from Mr. Folsom clearly is

this. He thinks that this report that says that 50 percent of all
dependents means that 80 percent of those will be still maintained
by their relatives and children and so forth, and 20 percent will go
under the old-age pension laws.

Mr. FoLsoM. They estimated 20 percent of the total, which would
be 40 percent of the dependents.

Senator BYR. There is some other testimony here that I cannot
put my hands on at the moment, showing that only 15 percent of
those over 65 years of age are now supporting themselves? Is that
correct?

Mr. Forsom. Of course there is no reliable estimate on any of
these. That 50 percent is not based on any actual figures.

Senator BYRD. We all know that when you start a pension system,
you will go by leaps and bounds and nobody can estimate it.

Mr. FoLso3t. This chart [indicating] will show this. You start at
$1265,000,000 to begin with. I think that is too high to start with,
but assuming the people to go on and assuming 20 percent of the
people over 65 are dependent to start with, and eventually 50 percent
are going to b,) on the rolls, you go up to a point in 1950 to where
you reach $700,000,000; by 1960 you reach over $1,009,000,000 a year,
and eventually in 1980 it will reach $1,800,000,000 a year.

i18or--$----$7
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Senator KNo. The Federal contribution?
Mr. FoLsoM. Yes, sir. And of course the States will put in an

equal amount. That is what you will get into with the old-age
assistance law and nothing else. Assuming a maximum of $15 and
making an assumption that in 1960 half of the people will get on.

Senator WAoNER. If conditions improve, it will reduce the num.
ber i f dependents in old age. There is the speculation.

&,'. FoLso3z. Yes. This is probably the maximum figure, but it
is en'rely within reason.

Sen.tor WAoNFJI. We hope that we can improve our economic life
so thal, the old people won't be dependent.

Mr. FoLsoMi. It is based upon the experience in foreign countries
where people get on it in some way or other.

Senator BYRD. In your judgment, would the minimum require-
ment of 05 years, under our political system, be maintained if it is
made an issue in political campaigns?

Mr. FoLsom. I think that is a danger in the law.
Senator BYRD. Won't it be reducedto 60 years in a few years I
Mr. FoLsox. I think there is danger.
Senator BYRD. I have already received a number of letters asking

that the bill be reduced to 60 years.
Senator KING. I have one asking that it be reduced to 50.
Mr. FOLsom. Originally it was started at 70 and now it is down 5

years in a short time.
Senator BYRD. In all your estimates, you entirely ignore the politi-

cal situation where all of this will be made an issue in every cam-
paign, both as to the age and the amount of the pension.

Mr. FoLsom. That is entirely up to legislators in the future.
Senator WAONER. Has that been the condition in foreign countries?
Senator BYRD. Foreign countries have not the same political system

that we have.
Senator WAONER. None of them has abandoned it.
Senator Bym. We are more responsive to those who want to draw

benefits under such a system.
Senator WAGNER. It is true, though, that we are reaching a more

stable population aren't we?
Mr. FOLso f. Ves.
Senator BARKLEY. You said it would be several years before the

States can enact the necessary legislation. That leads me to ask you
what your opinion isof what.the justice and the propriety is of leaving
this 3-percent tax on the employee pay rolls of all of the States,
covering it into the Treasury, an'd using it for the general purposes
until such a State has seen fit to enact legislationI

Mr. FoLsoit. That is on unemploynent compensation?
Senator BIARKLEY. Yes - but the things are linked together.
Mr. Fomso-v. I think there is objection to that. You get around

that in the grant-in-aid scheme which I mentioned.
Senator BARKLEY. I wanted to ask you that question when you were

on unemployment insurance.
Mr. FoLso3i. This chart shows you the danger of making the grant

any higher than $15 as a maximum because of the tremendous cost
involved, anyhow, and also what you are getting into with this sys-
tem. That is why the advisory council were convinced that once you
starte(J this old-age assistance scheme that you have got to start a con-
tributory system, otherwise you are going to have a tremendous drain
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oil the Federal Treasury. Also we think it is very bad to have a
pension system throughout the whole country in which you tell a man
that "If you need anything else to live on when you get to be 05, we
are going to give you up to $25 or $30 a month.' If you have been
thrifty and saved anything, you do not get anything. That is the
wrong psychology

So that we feglthat a contributory system is necessary. The big
thing in a contributory system, where they are putting the money
in, where workers and industry both put money in, is what you are
going to do with this accrued liability, based on past service, the
service which has already been rendered, because people of all ages
are already in your population. If you had a group of people 25
years old starting in, they could put in a small percentage of the
pay rolls and the company could match it and you would have a
sound system but you have to take the condition as it is with people
of all ages. in individual companies like, well, take our own. We
put $7,000,000 into the insurance company to take care of that ac-
crued liability.

Senator KING. For employees' pensions?
Mr. FoLso. Yes, sir. Individual company plans must be put on

a sound actuarial basis, otherwise some time in the future you are
going to have a lot more money going out than you can afford, and
a company plan should be put on a sound actuarial basis.

But in the Government plan it is a different story altogether. It
is almost impossible and no country in the world has ever yet
operated a scheme which is actuariallv sound, if by that you mean
the accumulation of proper reserves, for the very simple 'reason of
the tremendous investment problems involved. The full reserves
under this plan would be $17,000,000,000 at the start. That is not
necessary, for the very simple reason that for a long time y'ou are
going to have a lot more money coming in than the contributions
front all of the people 25 years up than you will have going out
to the people over 65. So it is not necessary to put that money in
initially, but if you pay out any money to people during the first
few years in excess of what then their emplyers contributions will
provide, you are building up a deficit which must be made good
some time in the future.

You have got several ways in which to meet this problem. In
the first place you can pay out to the people in annuities only what
their contributions and their employers' contributions will actually
buy. In that way you will have a low pension for a long time to
come. So a man now 60 years old, in 5 years, can accumulate very
little on a pension. A $100 a month man at 60 with 1 percent con-
tributions will have accumulated at the age of 65, only about $0.50
a month, and that won't solve your pension problem.

Your second plan is to have the Government finance all of this
initial accrued liability, caused by no reserves having been put up
in the. past and that is not necessary because you do not need the
money for a Iong time.

The plan which our advisory council recommends would state that
you should as far as possible keep it on a pay-as-you-go basis, and
not attempt to build up this huge sum which eventually would reach
$75,000,000.000. We do not see how in the world you could invest
such a sum, witf all the other implications involved in it. We
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thought that you could start in with the plan which the staff origin-
ally recommended in which a person aged 60 now would in 5 years-
assuming that a man makes $100 a month-he would have a $15
annuity, and he actually has earned only $0.50. So you are paying
him quite a little more than he has earned. For a long time you
,would be taking so much more money into the system than you are
paying out, that that won't cause any drain on the Federal Treasury
until 1965 but from that time on, because you have paid out more
money today to these people than their contribtuion would pro-
vide, the Government in the future has to make that good. That is
probably the reason for the amendments recently suggested by Sec-
retary Morgenthau, because they are worried about the deficit in the
future from 1965 on.

I do not think anything like as much consideration has been given
the disadvantages of trying to put the system on a sound actuarial
basis from building up this fundof $37,000,000,000, which the Secre-
tary's estimates of income would be required to put it on an actuarial
sound basis.

Also, if you use that fund to retire the public debt, it is putting
entirely too much of a burden on this present generation. What you
are doing is that you are making this generation pay not only for the
old age of the people already old and who should have been taken
care of by the previous generations but you also make them pay for
the full amount of their old age in the future; in other words, you are
putting two loads on this present generation of workers under 45.
i do not think it is at all feasible, and for that reason I am much
inclined to favor the original plan which was recommended by the
advisory council and by the staff rather than the suggested amend-
ments of Secretary Morganthau. The staff stated very clearly when
we were deliberating on these things that the Treasury experts told
them that under no condition, under no plan should they have the
reserve reach a limit of over ten or twelve billion dollars, for we sim-
ply could not handle the investment problem. So we are very much
at a loss to understand whya plan is suggested now which will involve
a $37,000,000,000 fund. They say it can be used to retire the debt.
It does not make any difference how you are going to use it-the in-
vestment problem is there just the same.

Senator KNo. Do you think it is possible to get a fund which will
reach the magnitude that you have indicated? I

Mr. Foso. In the first place, if you had such a plan which for
the first few years would result in so much more money coming in
than going out, you are going to have a very strong tendency 10 years
from now-

Senator KI.No (interposing). You increase everything.
Mr. FoLsomr. I will give you the figures. On the original in 1045

the contributions would be, roughly $500 000,000
Senator KiN;o. That is from the Federal Government?
Mr. FoLsom. No; that is from employers and the workers. There

is no Federal Government coming into this at all. This is on the
contributory system.

You would have $500,000,000 coming in, and you would pay out
in benefits only $200,000,000, which is not so great a difference; but
under the Morgenthau suggested changes in 1945, within 10 years
from now, you are going to be taking ii $1,200,000,000, and you are
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going to pay out only 20,000,000i in other words, you are taking
in six times as much as you are paying out, and at that time in 1945,
according to the Morgenthau suggestion, the balance in your fund is
going to-be 61 billion dollars.

I think there would be a very great tendency to have, as early
as 1945, a tendency either to increase your benefits or to cut down
your rate of contribution. Then you are putting it on an unsound
basis immediately.

The CiIAIRMAN. You think politics would get into it then? The
argument would be made that you have such a gigantic fund that
the benefits should be increased

Mr. FoLson. Yes. And I would like to say-I would not care to
have this go on the record-

The CHAIRMAx. The reporter will not take it if you do not wish it
taken.

(Off the record.)
Mr. FOLSmo. All the experts agreed that it was not at all feasible

to try to get this on a sound actuarial basis, and I think the people
who argue for a sound actuarial basis have not realized the diffi-
culties involved. Just think of trying to build up this fund of
$37,000,000,000. You might say it is a good thing to wipe out debts,
but that is too much of a burden on this generation.

So that what I would recommend on that point is that this com-
mittee give very serious consideration to the implications from an
investment point of view, and also from the point of view of the
burden on industry which you are starting in so quickly. Under this
scheme you will very soon have 6 percent coming into the Federal
Treasury. You will have 3 percent for unemployment compensation
and 3 percent for pensions; that means 6 percent which is taken out
of the regular productive channels and sterilized here or put into a
separate fund here, and I think that is too sudden a jolt.

Senator HASTINGS. That is not quite right, is it?
Mr. Foisox. Vell, I did not mean exactly sterilized-
Senator HAsTnxs (interposing). No; the figures. It is 3 percent

unemployment insurance. One and a half of 1 percent is on the
employer, and the employee-

Mr. Fomom. I am sapIing of the Morgenthau-suggested changes.
Senator HAsmNes. I beg your pardon. 1 _
Mr. FoLsoit. Which goes up to 3 percent in 1940. So that in 1940

you will have 8 percent for contributory pensions and 3 percent for
unemployment compensation, making 6 percent. I think that is
entirely too much to take out.

Under the plan which we had in mind and which our council orig-
inally recommended and had the approval of the Cabinet committee,
you start in with only 1 percent in 5 years and very gradually you
went up, and it had very little adverse effect.

The CmnwI&N. Each industry is different in the amount of its pay
roll as a proportion to the cost of its production, and so forth;
but, as a rule, what percentage is in the pay roll as to the cost of the
F-roductimi I

Mi. FcmoM. I think, roughly, you might say it is 50 percent, but
even so practically all of it is labor because, while it might . 50 per-
cent in our company, the raw materials we buy from another com-
pany, they have 50 percent for labor; and if you work it right down,
the great bulk of it is labor. So that it depends upon how you look
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at it. I am not basing this alone on the fact that it is going to increase
the cost of production of a company--of course, it will-but I am
saying that you are going to take this 6 percent, in a very short time,
out of the regular channels. Also, the investment problems involved
are terrific. If you will build up this fund to $10,000,000,000 within
10 years' time, that means $10,000,000,000 of securities are going to be
taken out of the market, and the amount of Government securities
in the hands of the public are going to be affected, and you are going
to make interest rates very low by artificial means.

All that I am pointing out is that it is a very grave question whether
this plan suggested by Secretary Morgenthau is feasible, although, on
the face of it, you are putting it on a sound actuarial basis. It is thus
evident that what is sound actuarial practice for a private company is
not sound practice for a government.

Even under the plan of Secretary Morgenthau you are still paying
out annuities in excess of what the initial contribution will provide.
But, instead of putting that burden on a future generation, you are
putting a large part of it on the present generation.

In the original plan, while it called for an eventual reserve of
11 billion dollars, it could be handled from an investment point of
view especially in view of the subsidies to the old-age assistance
plan.

I agree that agricultural workers and domestic service should
come out. Our a-dvisory council recommended that. it be excluded
also. The Cabinet committee plan included them, but we think they
should be excluded. Eventually they might be brought in, but right
now we would cut them out.

We believe that the voluntary annuities is a good plan up to $100
a month. That part of the scheme should be kept on an absolutely
self-supporting basis, in other words, thb Treasury should not sell
these voluntary annuities unless they can break even, including ad-
ministrative charges.

Senator KiNo. Why should the Government go into that?
Mr. ForSO. Well, you are not competing very much with insur-

ance companies on that, and also you are going to have people who
will be in this system for a short while and then out of this system,
especially if you exclude domestic service and agriculture. A girl
who might be in a factory, in industrial service for a time, and then
in domestic service, she ought to be given a chance to buy additional
annuities if she wants to. Very few people will do it anyhow. In
Canada the law did allow it, but the only ones who bought it, bought
it because they thought they were getting a bargain. They were
allowed to buy up to $5,000. So they changed that plan to cut it
down to a maximum of $1,200, which we recommend. But I do notthink you will find very many people taking it, especially if they are
priced on a self-supporting lasis. But if you are going to have the
Government providing these annuities at bargain rates, then you
are going to have a lot of people coming in to get the bargain.

Te CIAIRMA.N. Do I understand you to say that the tax should
not be imposed on the employer in agriculture?

Mr. FoLSom. They wou d not be eligible at all.
The CHAIRMAN. Hlow about a fellow when he got to be 65 years

of age who had been engaged in agriculture? Would he have to
depend on the pension?
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Mr. Fosoir. On the old-age assistance. If he has not any means
of support. That is why your old-age assistance, even in the future,
is going to cost around $700,000,000 a year, even with the introduc-
tion of this contributory system.

Senator WAoNE. Unless he had enough income to buy one of
these annuities.

Mr. Forsox. Yes, but very few of them will. The insurance
companies could not do any business unless they had agents to go
out and sell it, so I do not think it is going compete. This is a type
of business which the insurance companies do not go after very
strongly anyhow.

Senator RuNo. I hate to take up your time, but I do not quite
understand why the Federal Government should be selling annuity
policies.

Mr. FoLsom. Only to take care of the people once in the system
and who are going out, and they might want to keep up their con-
tribution. That is the main purpose of it.

The CHAIRMAN. All right; proceed.
Mr. FoLsom. The next question is the question which Senator

King asked about the company plan, the effect that this plan would
have on the individual company plan; especially the companies
that have sound pension plans. here are two ways in which
you can take care of that. We have had experience in several
countries abroad with this problem, where we have our own pension
plans, and where the governments came in.

Senator KINo. When you speak of pension plan, which are you
speakin of?

Mr. moLSOi. Just the annuity plan. Not the unemployment
schemes at all; just talking about the private company pension plans.
This proposed Government plan covers people only up to $250 a
month.A company which has a plan already, covers the whole pay
roll--everybody. They usually have a maximum, though.

Those people in the plan in the future would be taken care of in
one of two ways; first, you can just continue the company plan and
the money which has already been put up with insurance companies
would still be left there and the people would still be entitled to all
the annuities which went into it, but from now on instead of paying
the entire 3 or 4 percent into the insurance company you pay part
of it to the Government on the Government scheme and part to the
insurance people. For the people over $250, you would still put all
of the money into the insurance company. Eventually, especially
with the Morgenthau plan, the companies will be putting, for people
under $250, almost all the money with the Government, and then
those people who will get all of their annuities from the Govern-
ment. But for a long time the employee when retired will get part
of the annuity from the insurance company and part from the Gov-
ernment. That is one way you can do that, looking at your system
as supplementary to the Government system.

There is another plan which could be adopted and which I think
I would offer as a choice for the individual companies, and that is
that if an individual company scheme meets certain requirements
and specifications set up by the administrative agency, that they be
permitted to operate their own system. It would be specified that
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when anybody leaves their company before retirement then the com-
pany must provide that man with annuities which he would be
eligible for under the Government scheme; in other words, the com-
pany would either give him a paid-up annuity or have transferred
reserves from the insurance companies to the Treasury. Of course
that will cause administrative questions, but on the other hand it
will cut down quite a lot of administrative work in Washington
if you have these companies handle it themselves.

Ibelievesthe bill should permit such a choice being given. I do
not think you will have to put all of the administrativevdetails in
this bill. Especially would I recommend that system if you make
the amendment which Secretary Biorgenthau suggested, because if
these company funds are invested with insurance companies, that
means it will take just that much money from the investment prob-
lem in Washington, and the insurance companies can invest it in
other channels, industrial, railroads, and so forth.

Senator HAs-rIos. Before you leave that., is not that last sugges-
tion which you made-would the result of it not be that the com-
pany was taking care of their own but was sharing no part of the
burden of the old-age pnsions generally I

Mr. Fozsom. Well o course under this scheme of the contributory
system each company puts up half the cost and the employee puts
up half, and the company would still have to pay just as much money
in, and most of these company plans would be paying out more than
under the Government scheme, so they are not getting out from
under anything. If you let these people lay them off and not pay
anything, they would be getting out from something. But they are
paying just as much under one system as under the other. Most of
these company plans are more liberal and they should be more
liberal. I do not think the Government contributory plan should
attempt to cover anything more than a minimum.

Senator HArnxos. I got the impression from your statement that
one of the ways in which the company and its employees could pro-
tect itself grows out of the fact that they are now contributing more
than this and they could merely take that much away from what
they are now contributing, and leave themselves in the same financial
position, that they were before.

Mr. Fo.sox. I am mentioning two plans there. Under the first
scheme, they put part of the money into the insurance company
and part to the Government. Under the second scheme they put it
all to the insurance company, but when a person left their company,
they would have to give the person a paid-up annuity or take the
reserve from the insurance company and give it to the Government.
The administrative agency would have to see that no company got
away with anything and they would have to meet certain rigid re-
quirements fixed by the administrative agency.

The CHAIRMAN. Let me ask you a question before Senator Byrd
leaves, because he is interested in this. This definition of those who
are entitled to get assistance "compatible with decency and health,"
was there much discussion with reference to the definition I

Mr. FomoM. No; we did not discuss that very much. I am inclined
to think personally, without talking it over with any of the Advisory
Council that that is a matter which should be left more or less up
to the Sates.
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Senator CrARiK. Under this bill, it is left entirely to the Federal
administrator?

Mr. FoxSom. I am inclined to think it should be left to the States.
I do not think anybody in Washington can say what is a proper
level of decency in Utah, Mississippi, or any other State.

Senator BYDm. The Federal administration is given the arbitrary
power to discontinue the allotment to any State which does not meet
those standards.

Senator WAoNER. That is the old-age system.
Senator BYRD. The same provision applies to dependent children

and other things throughout the bill.
Mr. FoysoM. We simply made general recommendations. We did

not have a detailed bill before us.
The CHAIRMAN. What is your reaction as to that?
Mr. Fosoir. I do not see why that matter should not be left to the

States, myself.
The CHAIRMAN. Would you lay down any definitions with refer.

ence to this?
Mr. FoxsoM. I am inclined to leave it up to the States.
Senator BARKLEY. I do not recall that there is anywhere any legal

definition of "decency." I am wondering just really what that does
in the way of fixing a standard.

Mr. FoLso)!. I am not sure either that this matter should be left
up to one individual. I am inclined to think that a board would be
a better method of handling it.

The CHAIRMAN. There might be some difference of opinion as to
what is "good health."

Mr. FoLsoir. There is all the chance in the world for argument,
and I do not see why that is not a matter for the States anyhow.
If the State is going to pay half of the cost I do not see why they
should not have some say as to what they will pay.

Senator KINo. It is just as difficult to define that as to define what
books should come to the United States, or as to alleged moral or
immoral features or the decency or indecency in them.

Senator WAoNER. In connection with that, may I just ask this
question. I think we can easily reach an agreement on the matter
that was just brought up, but should not the Federal Government
before it pays this mouey, have some sort of v report so that they
may ascertain whether the States provide a means test and all of
that?

Mr. FosoM. Oh, yes; I think you should get all of the reports and
try to check up andrck up some of the States on it, but I can see
allsorts of possibilitis for arguments in that particular provision
now.

Senator WAGoNER. May I ask just one further question and then I
won't bother you any more? On the so-called" recommendations" of
Secretary Morgenthau, that would result, would it not, in the first
place, in addition to the difficult question of investment which most
people that have been studying this question think more difficult even
than the question of future contributions of the Government; that is,
one difficulty that would result, and the other is, and you did indicate
it, that the present generation would have to carry this burden of
assistance which hjIs been neglected so long and it would result in
these younger workers when their time came to pay their pensions, in
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getting less than an earned annuity. That may very well happen if
we keepthe prsent system.

Mr. NmOX. They would be contributing something, but not very
much more; but they figure this rate would eventually go up to 6
percent. The actuaries figure that the younger fellow might be able
to build up his annuity at 5 percent.

Senator WAoNER. Somebody must make up this difference, because
we are going to give the older people more than they have earned.
But someone hust make tip the difference.

Mr. FOLSOM. The first plan said the Government should make up
the difference after 1965. People are very much alarmed over that
deficit. I imagine that if you did not do anything at all the people
in 1965 would have to take care of a much greater load than the deficit
under this plan. And the accumulated deficit by 1980 to the Federal
Government under this contributory plan is less than it would be if
you had only the old-age-assistance plan. I do not think these points
have been clearly enough understood.

The C1AIRrAN-. The committee thanks you very much, because
your statement has been quite illuminating and helpful, and no doubt
the committee will want you to stand around.

Mr. FoLsom. I will be very glad to at any time.
The CHAIRM3AN. Some of the members may want to confer with

you.
Mr. FoLsom. I have some charts which I did not explain, but

which I will be glad to explain to you.
Senator BYRD. I would like to compliment you, Mr. Folsom, for

having given us one of the clearest statements I have heard.
Mr FOLSOm. Thank you.
Senator Kio. When you have nothing t,- do before the committee

here, the District Committee room will be available, and some of us
may want to confer with you there.

Mr. Foz~sox. I will be glad to stay over tomorrow anytime, or any
other time you want me to. I have spent a great deal of time on
this and I will be glad to spend some more time if you think it will
be of assistance to the committee.

The CHAIRMAN. I would like to get you and Dr. Epstein together,
myself.

'Mr. FouSor. We do not agree on all these things.
SUPPLEUNTAL STATKMUEINT TO SftNAiE FiNANCE Co~Usr11- BY M. B. FOLSOM,

AssISTANT TwASUmRt EAsTuAN KODAK Co., Mrrms Arvisoy CouNcm o.
Eco.ouio SwavciTr, xx UNEmPwYU, Sum P z Brz, S. 1130, F)EAUAaY
8, 1935

I am glad to appear before your committee. I am a member of the Advisory
Council on Economic Security appointed by the President, and assistant treas.
urer of the Eastman Kodak Co. My views on unemployment compensation
and old-age pensions are based upon a study of these subjects extending over a
period of years and upon practical experience from the operation of such
plans in our company. Through our companies in foreign countries we have
also bad experience with the governmental Insurance plans abroad. I have ale
been in close touch during the past 4 years with the operation of the Rochester
unemployment benefit plan.

At the outset I would like to call your attention to the fact that many indi-
vidual companies throughout the country have already adopted employee benefit
plans in order to provide greater security for their workers. Thus, 400 com.
panles have adopted old-age-annuity plans 300 of which are backed by ress'rves
in the hands of life-insurance companies or other trustees.
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As an Illustration, the Kodak Co. has benefit plans which include a wage
dividend, sickness benefits, disability benefits, retirement annuities, life Insur.
ance, and unemployment benefits. The entire cost of all of these benefit plans
Is borne by the company, with the:exception of a provision for an emergency
contribution by employees under the unemployment benefit plan. TIhe cost of
these plans as a percentage of pay rolls is greater than that contemplated In
the proposed legislation.

These plans were adopted by this and other companies not from any pater.
nallstic or charitable point of view but as a matter of good business. It was
felt that these plans would be advantageous to the workers, to the stockholders,
and also to the community at large. Many years' experience has confirmed
this opinion. To illustrate, with an annuity plan we are able to retire work-
era after they have passed their period of usefulness and are able to replace
them with more efficient workers and to Improve the morale of the whole or-
ganization. In the long run these advantages will offset the cost. She the
adoptlen of the unemployment benefit plan there has been a greater Incentive
throughout the whole organization to reduce fluctuations In employment. Say-
Ings which result from providing steadier work will offset the cost of the
benefits which are paid to workers who might be laid off.

It was the hope of many In industry that voluntary adoption by companies
of annuity and unemployment plans would increase and become sufficienly
wide-spread so that legislation would not be necessary or else postponed until
we had a wider experience In this country. It is interesting to note that there
has been a considerable increase in the adoption of Industrial pension plans In
recent years, even during the depression. The financial problems faced by
most companies during recent years, however, have been such that the volun-
tary adoption of these plans on a large scale could hardly be expected. We,
therefore, have reached the conclusion that legislation Is necessary to provide
this security for workers In general. We hope that the legislation will be
such that it will accomplish this purpose without, at the same time, involving
serious disadvantages to industry and commerce and without too large a pro-
portion of contributions being spent for administrative purposes. We know
that i n some of the foreign countries such a large bureaucracy has been built
up to administer the plans that the benefits actually received by the workers
are considerably less than they should be.

We are In sympathy with the general alms and purposes of this bill. We
would, however, recommend certain changes In the unemployment compensation
and old-age security sections which, in our opinion, would enable It to better
accomplish the purposes In view.

1EM LOTUXT COMPENSATIOX

Since 1931 seven companies in Rochester, employing 13,000 workers, have
operated an unemployment benefit plan. Each company has accumulated its
own reserve fund, the amount of the annual appropriation depending upon the
experience of the company, with a maximum of 2 percent of the pay roll. Since
January 1, 1933. benefits have been paid to workers laid off or those working on
part time below a specified amount. Payments to date by most companies have
represented only a small portion of the fund accumulated, and the companies
already have a substantial fund available for the future.

The experience of these companies-it ts probably the best actual experience
with unemployment compensation we have in this country-would indicate that
the plan Is practical and that the maximum contrlbuUon of 2 percent would be
suffclent for the benefits fixed In the plau-2 weeks' waiting period, maximum
of 13 weeks' benefits of 50 percent normal pay, and a maximum of $18.75 per
week.

The rate of contribution was fixed only after several companies had made a
study of their employment record over a long period of years. A tower rate than
2 percent was found sufficient for some companies because of their work in
stabilization. The Kodak Co. has been working on stabilization methods for 35
years, and as a result shows comparatively little fluctuations in employment in
normal years, although faced with a very difficult seasonal fluctuation In sales.

The experience already indicates that with the plan in operation greater effort
is made by the entire organization of a company to plan better, to spread work,
and to adopt other means to prevent layoffs In order to avoid paying unem.
ployment benefits for which nothing Is received In return. The total layoffs In
1933 and 194 by the/1 companies have been only 477--M7 In 1933 and 140
in 1934-in a force of 13,000.
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We are convinced of the desirability of the general adoption of unemployment
compensation plans, but feel that the kind of legislation enacted Is very
Important.

As a member of the Advisory Council, I have beard the arguments offered
by the various members of the staff relating to a Federal system of unemploy.
ment compensation and the two types of Federal.State systems. There are
many arguments for one Federal system, but the compelling argument against it
Is that It is almost impossible for any group to devise one plan which would be
workable or desirable for the whole country with conditions so different in the
various sections. Because of the very limited experience in unemployment.
compensation plans, it Is very desirable, as the President Indicated In his mes-
sage to the Economic Security Conference, that we experiment with different
plans. It a Federal system were adopted we could experiment with only one
plan.

Several of us on the Advisory Council, a majority, In fact, were in favor of a
grants-in-aId plan rather than the plan provided by this bill. We felt that
under the former system It would be possible to set up Industrial plans covering
more than one State, and that an entire Industry could do a better job In
stabilizing and reducing unemployment than Individual companies In any Indus-
try could do In Individual States. We thought there should be experimentation
along Industrial as well as State lines. It was also felt that the workers would
be better protected because more minimum standards could be included In the
Federal law under the grants-in-aid plan than under the proposed plan. There
would still be considerable freedom to the States, but only above certain mini.
mum standards. We appreciate, however, that there are also good reasons for
adopting the proposed type of bill.

The Advisory Council recommended a number of minimum standards which
it felt should be incorporated in the Federal legislation regardless of the type
of plan decided upon. These standards related to number of weeks benefits,
the amount of benefits, the waiting periods, etc. We understand that one
reason why these standards were omitted from the bill was the possibility of
constitutional objections.

There are certain other specifications Imposed upon the State legislation In
the present bill which are just as much regulatory as the standards the Advisory
Council recommended and would, It seems, run Into the same constitutional
question. Some of these specifications also restrict, in a large measure, the
freedom of the States to experiment and are otherwise objectionable.

Referring to section 407, subparagraph (a) (4) and also section 602, subpara-
graph (b), it Is required that all unemployment compensation must be paid
through public employment offices of the State. If this means paid "by the pub-
lic employment office "', it seems to us that this is a matter which should be
left to the States to determine. If the State should desire individual companies
to pay unemploymeent compensation direct to their workers, they should be
permitted to do so. This would simplify the administration and would reduce
the administrative costs to the State government. The States generally permit
self.insurers to pay workmen's compensation claims direct and the situation
would be quite similar for unemployment compensation. Records of payments,
of course, would be sent to the State agency and claims handled through the
agency.

Section 608 requires as conditions for obtaining the additional credit allow-
ance that at least 1 percent o( the employer's pay roll must be contributed to a
pooled fund In the State, that the full payment of compensation must be
guaranteed, and that no reduction In contribution will be permitted until the
reserve account reaches 15 percent of the total pay roll. In his message to
Congress on January 17, 1935, the President stated that:

"An unemployment-compensation system should be constructed In such a way
as to afford every practicable aid and Incentive toward the larger purpose of
employment stabilization * * 0.

"Moreover, in order to encourage the stabilization of private employment,
Federal legislation should not foreclose the States from establishing means for
Inducing industries to afford an even greater stabilization of employment."

It Is my opinion, which Is shared by many others who have been working on
the plan, that the provisions in section CM0 of the bill for all practical purposes
do "foreclose the States from establishing means for Inducing industries to
afford an even greater stabilization of employment." If these provisions are
allowed to stand, reduction In contribution, which an employer might receive
because of good employment record, Is so distant in the future that there Is
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practically no Incentive for him to stabilize. If we assume that the rate will
be 1 percent In 1936, 2 percent in 1937, and 8 percent thereafter, and that 1
percent Is paid each year Into the pooled fund and 03 percent into the Federal
administrative fund, the reserve account of an employer would not reach 15-
percent until 1946 and he would not receive any credit for good employment.
record until that time. Obviously an employer would not do very much about
stabilization In 1936 and 1937 on the chance that he might get a reduction in
his rate in 1016. These provisions would also make It very difficult for smaller
companies to receive a reduction in rate because of inability to furnish the
required guaranties.

These provisions are not at all In accord with the recommendations made
by the Advisory Council on Economic Security, on which were representatives
of employers, labor, and the general public. (There were 5 employers, 5 labor
representatives, and 10 from the general public.) We were In accord with
the President's message to the Economic Security Conference that the States
be permitted to experiment along different lines. These provisions cited above
practically bar States from experimenting with a system of separate accounts
and will prevent experimentation in the one field which employers who have
had experience with unemployment-benefit plans feel is the most promising one.
We want to try to reduce unemployment In the future and not to pay benefits.
We are convinced that with the proper Incentive considerable progress can be
made In this direction. .

The plan which the advisory council recommended and which was acceptable
to the labor and public representatives, as well as the employer representatives,
provided that the States could adopt State-wide pooling of funds, a separate
account system, or a combination of the two. In case a separate account
system were adopted we recommended that the employer to obtain a separate
account be required to put up adequate financial guarantee while his account
was being built up and that no reduction In rate be allowed until his reserve
was adequate. The provision that all funds are to be Invested by the Federal
Government and that adequate guarantees must be put up by the companies
with separate accounts, overcome many objections which have been offered to
the separate-account system. We feel that if a State wants to permit separate
accounts under these conditions, that it should be allowed to do so. We would,
therefore, recommend that subparagraph (a), section 08, be eliminated
entirely, that corresponding change be made in definition under paragraph 608,
and that the amount of the reserve be changed from 15 to 10 percent of pay roll.

We realize that there is a decided difference In opinion as to the two prin.
cipal systems of unemployment compensation-the pooled system and the
separate-account system. Many of the experts and tl ose who are approaching
the subject from a theoretical point of view favor the pool or so-called "i nsur-
ance system" on the theory that unemployment is an Insurable risk; to get
proper coverage you must pool all the risks and make them all pay the same
rate. Practically all actuaries contend that unemployment is not an insurable
risk. Even if it were, there Is no reason why rateg should not vary according
to the risk as in all other forms of insurance.

We thoroughly agree with the theory back of this bill that unemployment
compensation should cover only a limited period. We agree with the greet
majority of actuaries who contend that unemployment Is not an Insurable risk,
and are glad that this bill does not attempt to handle the problem as insurance.

These experts also contend that Individual employers cannot do anything
about reducing the fluctuations of employment and that there Is thus no need
for offering an Incentive for stabilization. Many do not agree with them. One
of the chief purposes of this legislation, as advocated by the President, Senator
Wagner, and others in the past, Is that there should be incentive for employers
to reduce unemployment. That should be the goal rather than the actual paying
of benefits. The straight pool system under which all employers contribute
at the same rate cannot serve as an incentive to stabilize. On the other hand,
it will change the whole employment policy of a company and will undoubtedly
result in greater layoffs during the early stages of a depression. There will be
no incentive for a company to spread employment, and when it Is necessary
to curtail production the least efficient workers will be laid off imm lately
and the other workers kept on full time. The actuaries, we understand, have
assumed that under a pool plan an allowance must be made for an Increase
In unemployment. The report of the security committee pointed out that larger
benefit payments are possible under the separate accounts system.

Those who contend that nothing can be done about stabilization have In most
cases had no practical experience. The companies with unemployment benefit
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plans in operation all state that they do ezrve as a strong incentive to stabilize.
This has been the case In Rochester. Even those companies which previously
had a good record in employment stabilization have fouud that they eouid do a
better job. This has already been the experience in Wisconsin, where the law
only went into effect in July 1934 and benefits are not yet payable. (The
present "Wisconsin plan" could, of course; not operate under the provisions
in this bill.) We feel that If the employer has an incentive, and the only
incentive which really counts is the possible reduction In his rate, the great
majority of employers can do a better Job than they have done and that much
rsteadier work will be provided to a great many workers. We feel that progress
can be made in this direction exactly in the same way that self-insurers under
workmen's compensation have reduced accidents in recent years. If a company
-or industry can provide steadier work, it will generally result In lower costs--
a steady worker can produce more per hour-and lower prices to the consumer.
Thus all three interests benefit-the worker, the employer, and the consumer.

Those, including some employees, who say that individual employers cannot
do anything about unemployment generally have in mind deep depresslonal
unemployment. The plan set up In this bill is not intended to take care of
depressional unemployment but only unemployment during normal times, minor
depressions and the first year of a deep depression. It is this type of unemploy-
nert which an Individual company can do much to prevent. If this can be

done, a larger portion of the fund would be conserved for the depressions and
would serve as a better means to prevent the depression from going so low.
Companies can also do a better Job with depressional unemployment.

The employers on the Advisory Council do not take the defeatist attitude that
nothing can be done but ask that Induitry be given some incentive to reduce
unemployment. We would therefore strongly urge that these changes be made
in the bill so that the States will not be prevented from offering the Incentive
the Presidedt urged in his message. We don't ask you to decide between the two
plans but to permit States the fredomh to select the plan they desire.

The provisions in section CMO), relating to guaranteed employment, require such
high guaranties that extremely few companies are likely to take advantage of
this provision. Many thoughtful employers consider the guaranty of employ-
ment very promising. Some progress has already been made in Wisconsin, where
a reasonable guaranty of employment plan is permitted. It is better to assure
employment than to pay benefits. The Advisory Council recommended that a
guaranteed employment plan should b# permitted In the States If at the first
of the year employment were guaranteed for at least 55 percent of a year's work.
We would recommend that this condition be changed to permit guaranty plans
If 30 weeks of full wages were guaranteed or 40 weeks of only three-fourths
wages. Such a plan would actually provide greater benefits than the compensa-
tion plan.

Referring to subparagraph (d), section 608, it is recommended for the
same reasons as given above that the compulsory contribution to the pooled
fund be eliminated and also that variations be allowed at the end of 3 years
after contributions are first paid instead of 5 years. The States could still
require either or both of these conditions but they should net be made com-
pulsory. It should be emphasized, however, that this so-called "merit rating
pooled fund" system cannot serve as nearly so good an incentive to the
employer to stabilize. There is no assurance that he will actually receive the
reduction even should his employment record be good. England had such a
provision In their unemployment insurance plan but it was never put into
effect.

Ten percent would seem too high for the administrative c"ts of the plan.
-This should be considered a maximum and not as a regular charge.

The bill as It now starda Imposes a tax on the total pay roll of employers.
-While there are no standards in the bill as to employees to be covered under
the State bills, practically all the State bills which have bezn proposed cover
both for tax purposes and benefits only workers who receive less than $5
per week. Under the Wagner-Lewis bill of last year, the tax applied only to
tMe wages of those eligible for unemployment compensation and did not apply
to any part of the wages of those receiving over $250 per month. In order
to simplify the administration, our Advisory Council recommended that the
tax should apply to the first $50 per week wages of everyone and that every-
one should be eligible for benefits with a maximum of $15 per week. It Is
obviously unfair to have the tax apply to that part of the pay roll which
cannot be considered for benefits. In the Old-Age Security sMtlon of the
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proposed bill employees receiving over 4250 a month are excluded entirely,
both for contributions and benefits. We therefore recommend that either this

rovislon be adopted in the Unemployment Compensation section of the bill or,
desirable for administrative purposes, the first *250 per month of all em-

ployees be included in the pay roll subject to the tax.
The bill as proposed places the tax entirely upon the employer. Therefore

the only way in which the plan can be made contributory is to have the States
place an additional tax on the employees. We feel that the 3-percent rate I
entirely adequate to set up an unemployment compensation system to achieve
the purpose which this bill has in mind, that is unemployment during normal
years, minor depressions and the first stages of a deep depression. Based upon
the experience of the Rochester companies, the 3-percent contribution should
provide, with a 4-week waiting period, longer benefits than the actuaries have
estimated. The actuaries have very meager data on which to base their esti-
mates and I am in accord with the conservative position which they have taken.
I believe, however, that with a system set up to provide the incentive to reduce
unemployment, the experience will show that the 3-percent rate will give longer
benefits than the actuaries have estimate.

Although some members of the Council have recommended to you that a higher
rate be assessed. I would call your attention to the fact that the Council as a
body recommended the 3-percent rate. The employers and many others on the
Council feel this rate is adequate and in addition that it would be detrimental
to business in general to impose a higher rate. We also consider it very im-
portant that those provisions be retained which assesses lower rates in 1930 and
1037 if business does not recover to a stated extent.

Although a majority of the Council voted against employee contributions,
many of us thought that the plan would be more successful if the employee
contributed a small amount, say one-half of 1 percent. We agree that the fOrs
charge of unemployment compensation should be on the employer as he can do
something about reducing unemployment while the employee can do very little.
Employee contributions, however, would provide more effective administration
and would cause the worker to regard the plan as partly his own and not as
something given to him as a gratuity. It would thus operate to prevent malin-
gering and similar abuses. In all the systems abroad, with the exception of Rus-
sia. the employees contribute.

Referring to section 02, subparagraph (d), which reads in part as follows:
"Compensation is not denied In such States to otherwise eligible employees for

refusing to accept new work under any of the following conditions * *
(3) If acceptance of such employment would either require the employee to join

a company union or would interfere with his joining or retaining membership
In tny bona fide labor organization."

The Advisory Council recommended a different wording for this condition
which seemed fair and impartial and reads as follows:

"If acceptance of such employment would affect the applicant's right to accept
or refrain from accepting or retaining membership in or observance of the rules
of an organization of employees."

We recommend this change be made.

SUMNEART OF CHANOA ERCOMUENDF IN UNEMPLOYMENT COSLPxNSATION

1. Payment of benefits direct by companies with separate accounts should be
permitted.

2. In order that a real Incentive be furnished employers to stabilize, the com-
pulsory pooling features of the bill should be eliminated and States should be
permitted to establish the separate account system under adequate guaranties,
and employers with separate accounts should receive a reduction in rate after
their reserve reaches a reasonable amount.

8. Guaranteed employment plan should be permitted if 40 weeks of work at
three-fourths of full wages, or the equivalent, are guaranteed.

4. If a State wishes to establish a pooled system with merit rating, a reduc-
tion in rates should be permitted within 3 years.

5. The pay-roll tax should apply only against that part of the wages which
are considered for benefits; I. e., the first $250 per month.

8. Employees should contribute one-half of 1 percent of pay roll and em-
ployers 2A percent; the employees would become more interested in the plan,
would provide more effective administration, and prevent abuses.

7. The wording of te clause relating to employee organizations should be
changed to the inipartiral wording recommended by the Advisory Council.



580 ECONOMIC SEOUMY AOT

OLD-AOE SICUBITY

The subject of pensions is a very involved one and with the complicated
sections in the proposed bill, setting up three different forms of old-age security,
It Is difficult to get a clear Idea of the protistons and the ultimate effects of the
bill. To simplify the problem for my own study I have prepared a number of
charts which are based upon the studies made by the actuarial staff, and which
I am glad to present to the committee. In general, we are In favor of the
three-point program recommended by the committee on economic security and
the old-age security section of this bill. There are certain changes we would
suggesL

Very strong arguments can be made for providing pensions in a systematic
way to aged persons who have no means of subsistence. A larger percentage
of these people are more dependent than formerly, dce in part, but not wholly,
to the depression. Due to the depression It haa beco-ic more and more difficult
for the children to take care of the aged, which has thrown a larger number of
these people on relief.- A number of the middle-aged people have lost their
savings during the depression and it will be diffic-i t for many of them to make
up this loss before retirement age. The diffculties of the older worker In
industry have been greatly exaggerated, as surveys of the security committee
show that the percentage of lay-offs among older workers is much lower than
among younger workers. It is true, nevertheless, that when an older worker
loses employment it Is difficult for him to find reemployment. It must be ex-
pected that many of the older group now among the unemployed will find it
difficult to get jobs even when normal business conditions return. It would
therefore seem that this country is facing, as practically all other countries in
the world have faced, the pension problem.

The first step has already been taken by 29 States Inaugurating a system of
old-age assistance, giving stated amounts to the aged who have no means of
livelihood or very limited means. The poor-house method of taking care of this
problem Is not a desirable one and is probably more expensive than the assist.
ance method.

The total amount of the grants under the present State plans would be con-
siderably larger if many of the aged were not on relief rolls of local governments,
State and Federal Governments. The Government, through relief, Is already
giving assistance to many of these people. Granting of pensions is a more
systematic way of meeting the problem and provides greater sense of security
to the aged. The Federal bill will also raise the standards in some of the States.
The average grant is now $19.74 per month.

The actuaries have estimated the cost to the Federal Government of these
grants-the annual appropriations increase at a surprising rate. This is due
partly to the fact that the number of old people in the country is gradually in-
creasing, but largely to the fact that for many years more people will be added
to the rolls each year than are taken off. The cost will not become stabilized
until the population has been stable and until the number of pensioners who die
each year equal the new pensioners who are added. Actuaries estimate that in
25 or 30 years the actual number of old people will have doubled, even should
there be no further decline in the mortality rate. Another important factor in
estimating the amount of the Federal subsidy is the dependency ratio used.
There Is very little basis for estimating dependency in the future, and I feel
the estimates used are probably maximum. Chart no. I shows the amount of
Federal subsidy to the old-age pension assistance plan, assuming there is no
contributory system In effect. It is evident from this chart that the subsidy of
the State old-age pension plan will, in the course of a few years, Involve a heavy
drain upon the Federal Government, reaching one-half billion dollars in 1945
and over a billion dollars by 1960. This heavy drain upon the Federal revenue
Is one of the principal reasons why once the State and Federal Governments
have embarked upon old-age assistance plans it becomes necessary to adopt a
contributory system. Also, it would be bad psychology to have a pension plan
in this country based on the principle that a person with no means of sub-
sistence would receive a pension and those who had been thrifty would not re-
ceive one. Under a system of this sort only a minimum pension could be granted,
because of the tremendous cost involved In granting a more adequate pension.
For the same reason it would also be necessary to apply the means test. The
tremendous cost Involved in increasing the amount of these Federal grants above
$15 per month is obvious from a study of the chart, and we would not favor
any larger grants.
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These are considerations which led the Advisory Council to accept the
recommendation of the technical staff that, simultaneously with the adoption
of the assistance plan, a contributory annuity system be Inaugurated. In con-
sidering a sound plan of annuities, either for a company or for the whole
country, it is important to realize that there is a large accrued liability exist-
ing at the time that a plan is Inaugurated. A group of people starting in an
annuity plan at age 20 or 25 could finance a pension plan on a sound basis
with annual contributions of modest sums. We are faced, however, with the
situation as it exists In which there are people of all ages. (In the case
of the Kodak Co., at the time our plan was inaugurated in 1028, we paid to
the Insurance company over 7 million dollars to take care of the accrued
liability which covered service rendered by employees prior to the adoption
of the plan.) The actuaries have estimated that under the contributory
annuity plnn recommended, this accrued llablilty to the Government would be
about 17 billion dollars. Obviously It is not necessary for the Government to
put this sum into the plan now because the payments which are to be made
will be small for a number of years. This sum could be spread over a period
of years but again the actuaries point out that this is unnecessary because
the Income will be sufficient to pay the annuities for a long time. They there-
fore discarded the plan under which the whole accrued liability would be
financed Initially by the Government.

The second plan which could be adopted was to pay out to the Individuals in
annuities only the amount which they actually earned through their own and
their employers' contribution and to keep the plan on an actuarily sound basis.
This would result In very small annuities for mauy years and would also result
In an accumulation of a very large reserve amounting, it is estimated, to $75,000,-
000,000. It would be very difficult, if not impossible, to Invest this huge sum.
For inany years, because of the small annuities, the pension problem would not
be met. The plan which was finally recommended by the committee and staff
and approved by the Ad'isory Council and Economic Security Committee was a
compromise plan between these two extremes--partly pay-as-you-go but also
actumulating a reasonuble reserve, but not the total reserve. This will help
solve the pension problem and prevent the necumulation of too large a reserve.
At the same time it weans that the Federal Government at some future date,
beginning, it is estimated, in 1903, will find it necessary to make up the deficit
caused by the middle-aged and older people during the first years of the plan
drjiwing out In pensions more than they e-arned. The charts show how these
various factors work.

It should also be pointed out that with this plan In operation there would be a
considerable reduction in Later years in the amount of money which it would be
necessary for the Government to give the States to subsidize the assistance plan.
The difference between the subsidy with and without a pension plan can be con-
sidered as savings, due to the inauguration of a contributory system. These
savings should be compared with the deficit which the Federal Government will
later have to make up, due to paying the older people more than they earned
during the first years. Upon making this comparison it is found that up to 1980
the cost to the Government under the combined Insurance and assistance plan
will be less than under the assistance plan alone and we would have had a good
pension plan all during that time.

I have not had an opportunity to study carefully the changes In the bill recom-
mended by Secretary Morgenthau. With two of these suggestions I am in ac-
cord. In the plan recommended by the Advisory Council, domestic servants
and agricultural workers were excluded because of the trmendous administra-
tive difficulties involved. It was felt that these might later be Included If the
administrative difficulties could be overcome. We would, therefore, agree that
these groups of workers should be excluded from the present bill.

I would also agree with the suggestion that the sale of voluntary annuities be
transferred from the Social Insurance Board to the Treasury Department. We
see no serious objection to having these annuities sold, provided the amount sold
to any one individual Is limited, as the bill now provides; and also provided that
this part of the plan Is self-supporting and will not involve any cost to the
Government.

I am not Inclined to agree with the suggestion that the rates of contribution
be increased to the extent suggested. I think that too great emphasis has been
placed on the deficit which must be met by the Government 85 years from now
and that not enough attention has been given to the investment problems In-
volved In handling tremendous reserves of $37,000,000,000 which will be built

116S07-35--38
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up under the proposed amendment. Even if it is used to retire the Government
debt, it Is too much of a load to put on the present generation that must also
bear the load of pensions to the aged of the present generation not provided by
the previous generation.

Most actuaries and students feel that you cannot consider the Government
plan on the same basis as the company plan. While it is unsound to have a
company plan on anything but an actuarlally sound basis, the difficulties In-
volved in putting a Government plan on an actuarially sound basis are so
great that a plan on a pay-as-you-go basis is the more practical one. Under
the original plan recommended by the advisory council, the reserve would
reach $11,000,000,000, but this fund could actually be used to finance the Fed-
eral subsidies to the State old-age assistance plans. Under the proposed plan,
the reserve will reach $6,000,000,000 in 10 years, $15,000,000,000 in 15 years,
and $37,000,000,000 eventually. Even if the fund were used for payment of the
subsidies to the States, it will still reach a large sum.

When the reserve fund reaches the 10- or 15-billion-dollar level during the
early stages and the Income is for in excess of the benefit payments, there
will be a strong tendency ether to enlarge the benefits or to reduce the con-
tributions, with a resulting deficit to be met by the Government in later
years.

The original plan had the big advantage of going into effect gradually over
a period of years, with little danger of an adverse effect on industry and
commerce. The proposed plan, together with the 3 percent tax on unemploy-
ment compensation, will soon take a very large sum away from regular con-
sumption channels, with a possible depressing and deflationary effect.

It should be pointed out that under the proposed plan, the older workers
are still to be paid annuities in excess of what their own and their employers'
contributions will earn. Instead of placing this burden on the Government In
future years, the proposed plan puts it on the younger workers and on Industry
at present.

I would therefore recommend that the committee give very serious
consideration to the implications involved in building up this huge
fund and to the depressing effect on business of increasing the tax
rates so quickly.

An important consideration is the possible effect of thi's proposed
governmental plan upon the industrial pension plans already in
effect. lost of these plans provide more liberal pensions than the
Government scheme will provide for many years and also cover
people in the higher wage groups who are not covered under the
proposed Federal plan. These plans provide security to a larger
number of workers in industry. Many of these plans are now on
a sound actuarial basis and the reserves have actually been set aside
with the insurance companies or other trustees. The Federal plan
will not affect in any way the amount which has already been set
aside and it will not affect the annuities which have been earned
because of service up to date.

There are two methods of fitting these individual company plans into the
Government plan. The company plans could be considered merely as supple-
mentary plans and the companies would deduct from their annual contributions
for current liability the amount which they contribute to the Government;
the annuities which accumulated in the future from employers' contributions
.would be reduced by the amount of the annuity raid for by the employer
under the Government plan. This method would not necessarily result In
the abandonment of, company annuity plans and this method has been used
abroad. For many years employees with wages less than $250 per month
would receive, if retired, annuities from both the Government and the Insur-
ance company. Those above $250 per month would still be under the insurance
company plan.

It would seem, however, that another plan should be devised under which
companies would be permitted to operate their own plan for the entire force
so that the Federal plan could be relieved of the details of the administration.
The reserves accumulated under the company plans could be invested through
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[he insurance companies and trustees partly In high-grade long-term invest-
nkents other than Governments and thus reduce the investment problem which
must be faced by the Treasury in investing the large reserve funds. This would
be especially important if the proposed amendments were adopted. Under such
a plan there would probably be less likelihood of any of the present provisions
of a company plan being reduced.

There would, of course, be the provision that before a company plan could be
recognized it must meet certain standards as to reserves and benefits, and that
provision must be made for the employer's paying to the Government the
proper reserves when the employee leaves his employment, or giving the em-
ployee a paid-up annuity. The details of such a plan could be worked out by
the administrative agency. It would seem desirable that the bill should contain
a provision which would permit such an arrangement in case the administrative
agency found upon further study that it was desirable and feasible.

Due to the adoption of a Government plan, It Is likely That many companies
which have not already adopted an annuity plan or did not have their plan on
a sound basis, will take steps to adopt a sound plan which will cover more
people than the Goveniment scheme, and for many years will provide larger
annuities. If the companies would be permitted to administer their own plans
under the proper regulations, there would probably be greater Incentive to
adopt them, and the jore Industrial plants which can be established with larger
benefits than under the Government plan, the more security will be provided
to the aged In the future.

SUMMARY or CHANGES REOOMMENDED IN OLD-AGE Swuciry Szwo'ioN

1. The voluntary annuities should be sold by the Treasury on a self-support-
ing basis, with no cost to the Government.

2. Private annuity plans with benefits equal to or exceeding those of the
governmental plan should be permitted to operate under conditions fixed by
the Social Insurance Board.

3. Agricultural workers and domestic servants should be excluded from the
contributory annuity plan. M. B. FOmSOm.

WASHING O, D. C., February 8, 1935.

The CIAIMMAN. The committee will adjourn until 10 oclock to-
morrow morning.

(Whereupon, at 12 o'clock noon, the hearing was adjourned until
Saturday, Feb. 9, 1935, at 10 a. m.)





ECONOMIC SECURITY AOT

SATURDAY, FEBRUARY 9, 1935

UNrrm STATES SENATE CoMMITEEE ON FiNANCZ,
Waskbzgton, 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.

The CHAIRMAN. I submit for the record a letter from Dr. Witte,
Executive Director Committee on Economic Security, transmitting
for the consideration and study of the Committee two model State
unemployment-insurance bills, suggestions for a. State old-age assist-
ance law, and accompanying exp anatory statements.

COMlurEE ON EcoNoMIo SECUuirr,
Washingto, Februarj 9, 1935.

Hon. PAT HASMSON,
Chairman Finance Commiltce of the United States Senate,

1Vaahingloi, D. 0.
DwAS SZNATOn HAmSsoN: While Dr. William M. Leiserson, a member of the

technical board of this committee, was testifying on the pending Economic
Security Act, your committee expressed a wish that the model State unem-
ployment-insurance bill which we were preparing should be submitted to your
committee for purposes of the record.

We have now completed two model State unemployment-insurance bills, one
for a pool-fund system and the other for a plant account system. These two
bills with an accompanying explanatory statement are enclosed herewith.

We have also prepared suggestions for a State old-age-assistance law. This
Is, likewise, being transmitted to you herewith.

Whether you desire all of this material to be included in the record I do
not know, but as your committee expressed a wish to have this submitted,
I am doing so herewith.

Very truly yours,
CouMm Ir ON EoONOMIo SmcuarrYm
RowzN R. Wn'rr

Ezeoutive Direcor.

PLmINARY D.aPz- OF A SUGOSTED STATE UNEMPWOYMIT CoirNATzION AoT

(With completely pooled fund)

The Federal measure for economic security (now pending in Congress) gives
every State both opportunity and urgent reason for enacting a State unemploy-
ment-compensation law in 1935.

The Federal security measure permit employers to credit (against the Fed-
eral payroll tax) their contributions under any State unemployment-compen-
sation law which meets certain minimum Federal standards.

Each State which passes such a law promptly will be able to set up a State
unemployment-compensation fund, thus using for State purposes that money
which would otherwise be paid into the Federal Treasury by the State's
employers.
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To assist each State in enacting a suitable law, assuring its employers o
the Federal tax credit, the President's Committee on Economic Security has
had two model State bills prepared after months of study and discussion.

These bills are very carefully drafted to meet all the requirements of the
Federal measure, including: (a) Standards for granting tax credits to employ-
ers; and (b) standards for granting Federal money to pay the administrative
costs of such State laws.

(1) The attached model bill is of the "pooled fund" type. Under this type
of bill all contributions are paid into a single, undivided fund (with no segre-
gation of the amounts paid In by each employer). Benefits will be paid from
such pooled fund to any and all eligible employees. Provisions for varying
employer contribution rates to some extent, based on their employment and
benefit experience, may be incorporated in such a bill If the State so desires.

(2) An alternative model bill of the "reserves" type is being prepared and
will be sent to you shortly. Under this type of bill, part of the total contri-
butions paid into the State fund will be "pooled "; but the major part of each
employer's contributions will be segregated (within the fund) into separate
employer accounts, and benefits will be paid from an employer's account only
to his own eligible employees. After several years of contribution and benefit
payments, each employer's contribution rate will depend on his actual employ-
ment and benefit experience.

Wide latitude is thus left the several States in .my respects (a) as to the
general type of unemployment compensation law to be adopted, with two types
of model bill suggested, and also (b) as to many other important questions
(amount and duration of benefits, etc.).

It is suggested, however, that each State executive or legislator who plans to
make any change in either of the model bills (prepared by the Committee on
Economic Security) might do well to write the committee for advice on the
vital question: "Would the proposed change prevent the State law from quali-
fying for (a) Federal tax credits to employers, and (b) Federal ald for State
administration?"

By thus writing the Committee on Economic Security, each State can be
advised whether the proposed changes (a) will meet Federal requirements andt
(b) are consistent, or conflict with other provisions of the "model bill" itself.

The Committee's address is 1734 New York Avenue, Washington, D. C.

TOPICAL OUTLINE OF BILL

Section 1. Short title.
Section 2. Declaration of public policy of the State.
Section 3. Definitions: (1) Benefit, (2) commission, (3) contributions, (4)

eligibility, (5) employee, (0) employer, (7) employment, (8) employment
office, (9) full-time weekly wage, (a) hourly rate of earnings, (b) full-time
weekly.hours, (10) fund, (11) partial unemployment, (12) pay roll, (13)
total unemployment, (14) unemployment administration fund, (15) wages,
(16) waiting-period unit, (17) week, (18) week of employment.

Section 4. Unemployment compensation fund: (1) Fund, (2) withdrawals,
(3) treasurer, (4) deposit.

Section 5. Contributions: (1) Payment, (2) standard rate of contributions,
(3) 193 and 1937 contribution rates, (4) future rates, based on benefit ex-

perience, or (4) study of contribution rates, (5,) employee contributions.
Section 6. Benefits: (1) paymentt of inh'fits, {) weekly benefits for total

unemployment, (3) weekly benefits for partial unemployment, (4) 1-to-4
ratio of benefits to employment, (5) maximum weeks of benefit in any year,
(6) lump-sum benefit option, (7) additional benefits (1-to-20 ratio).

Section 7. Benefit eligibility conditions: (1) Employment requirement, or (1)
probationary-service period, (2) availability and registration for work, (3)
waiting period, (4) during trade disputes, (5) voluntary leaving, (6) dis-
charge for misconduct, (7) refusal of suitable employment, (8) employees
barred from benefits by wage (Mqualiflcation.

Section 8. Settlement of benefit claims: (1) Filing, (2) initial determination,
(3) appeals, (4) appeal tribunals, (5) procedure, (6) commission review,
(7) appeal to courts, (8) oaths and witness.

Section 9. Court review. (Not drafted because of difference In State courts,
etc.)

Section 10. Unemployment Compenstilon Commission: (1) Organization, (2)
salaries, (3) quorum.
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Section 11. Administration: (1) Duties and powers of commission, (2) general

commission rules, (3) publicAtion, (4) personnel, (5) advisory councils, (6)
employment stabilization, (7) records and reports, (8) representation in
court, (9) State-Federal cooperation, (10) employment offices.

Section 12. Acceptance of act of Congress relating to employment service: (1)
Formal acceptance, (2) State employment service, (3) financing.

Section 13. Reciprocal benefit arrangement with other States.
Section 14. Protection of rights and benefits: (1) Waiver of rights void, (2)

limitation of fees, (3) no assignment or garnishment of benefits.
Section 15. Collection of contributions: (1) Interest onx tardy payments, (2)

bankruptcy, (3) court action.
Section 16. Penalties.
Section 17. Unemployment administration fund: (1) Special f-.'J, (2) Federal

aids, (3) employment-service account.
Section 1M Appropriations.
Section 19. Saving clause.
Section 20. Separability of provisions.
Section 21. Effective date.

A Bue RZIAsG TO UN YMZT CoMPrmenow 0 Pea ALT m AND
MAxisG APPsopIaTIONs

This act shall known and e clt s the nemployment mpensa-
tion law."

ON 2. D3X T&,N ~ cr1r TT

Non he sponsor of a itait I lp bly draft tate-.
meat of ue policy. The fol a satem poiate an y e
used U Iyed, bu i18pro t or is mot' ntal 'conform the
pr Federal ots

As aguid tthe n rtti n fa l f this act, teb publc Hcy
of this State declared o be wi: rt ,t a po
mentoase ous mena to ebe th, ra fare of the o
this State. I oluntary ploymen emrat
and concern ich require app rpriat on by 10M re to p at its
spread and to hen I rden w so of f b crush g r-ee
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s5MIfON 5. S. IUIT[015-

The following words and phrases, as used in this act, shall have the following
meanings unless the context clearly requires otherwise:

(1) "Benefit" means the money payable to an employee as compensation for
his wage losses due to unemployment as provided In this act.

(2) "Commisslon" means the unemployment compensation commission estab-
lished by this act, or Its authorized representative.

Nom.-If another administrative agency than that suggested herein Is
used, the name of such agency should be abbreviated and defined, and
when the word "commission" appears, the abbreviated name of such
agency should be substituted.

(8) "Contributions" means the money payments to the State unemployment
compensation fund required by this act.

(4) BlgbfOIt.-An employee shall be deemed "eligible" for benefits for
any given week of his 'partial or total unemployment (occurring subsequent
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to any required waiting period) only when he Is not disqualified by any provi-
son of this act from receiving benefits for such week of unemployment.

(5) "Employee" means any person employed by an employer subject to this
act and in employment subject to this act.

(6) "Employer" means any person, partnership, association, corporation,
whether domestic or foreign, or the legal representative, trustee in bankruptcy,
receiver, or trustee thereof, or the legal representative of a deceased person,
including" this State and any municipal corporation or other political subdi-
vision thereof, who or whose agent or predecessor in Interest has employed at
least four persons in employment subject to this act within each of 13 or
more calendar weks in the year 1035 or any subsequent cahndar y-ear; pro-
vided that such employment in 1935 shall make an employer subject on January
1, 1936, and such employment in any subsequent calendar year shall make a
newly subject employer subject for all purposes as of January 1 of the calendar
year in which such employment occurs. In determining whether an employer
(of any person in the State) employs enough persons to be an "employer"
subject hereto, and in determining for what contributions he is liable here-
under, he shall, whenever he contracts with any contractor or subcontractor
for any work which Is part of his usual trade, occupation, profession, or busi-
ness, be deemed to employ all persons employed by such contractor or sub-
contractor on such work, und he alone shall be liable for the contributions
measured by wages paid to such persons for such work; except as any such
contractor or subcontractor, who would In the absence of the foregoing provl-
slors be liable to pay iaid contributions, accepts exclusive liability for said
contributions ruder an agreement with sch employer made pursuant to geii-
acal commission rule-. All persons thus employee by an employer (of any
person) within the State, In all of his several places of employment maintained
within the Stt'.t. ball be treated as employed by a single "employer" for
the purposes of this act; provided, moreover, that where any person, partner-
ship, association, corporation, whether domestic or foreign, or the legal repre-
sentat've, trustee in bankruptcy, receiver, or trustee thereof, or the legal repre-
sentative of a deceased person, either directly or through a holding company
or otherwise, has a majority control or ownership of otherwise separate busi-
ness enterprises employing persons In the State, all such enterprises shall be
treated as a single "employer" for the purposes of this act. Any employer
subject to this act shall cease to be subject hereto only upon a written applica-
tion by him and after a finding by the commission that he has not within any
calendar week within the last completed calendar year employed four or more
persons in employment subject hereto. Any employer (of any person within
the State) not otherwise subject to this act shall become fully subject hereto,
upon filing by such employer with the commission of his election to become
fully subject hereto for not less than 2 calendar years, subject to written ap-
proval of such election by the commission.

(7) "Employment" means any employment in which all or the greater part
of the person's work (within the continental United States) Is or was custo-
marily performed within this State, under any contract of hire, oral or
written, express or implied, whether such person was hired and paid directly
by the employer or through any other person employed by the employer, pro-
vided the employer had actual or constructive knowledge of such contract.
Such employment shall include the person's entire employment (in all States,
including the District of Columbia). In the case of all other persons employed
partly in this State and partly in other States, the term "employment" shall
include the employment of such persons to the extent prescribed by general
rules adopted by the commission. Except as provided in any reciprocal benefit
arrangement made pursuant to this act, "employment" shall not include any
employment included In any unemployment compensation system established by
an act of Congress.

Nor shall the term "employment" apply to-'
(a) Employment on a governmental relief project approved by the com-

mission;

'The inclusion of the State and local governments as employers is not required in the
proposed Federal legislation. Congress does not have the power to tax the pay rolls of
State and local governments, and obviously could not require State and local govern-
mients to contribute to a State unemployment compenution act. It Is suggesed, however,
that State and local employees be covered, except those In the employment exempted in
paragraphs (a) to (d) of the " employment " delnitioan below.

' The last sentence and exemptions (a) to (d) should be omitted if State and tocal
governments are excluded from the "employer " definition (0) above.
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(b) Employment as an elected or appointed public officer;
(c) Employment by a governmental unit on an annual salary basis;
(d) Employment as a teacher in a public school, college, or university.
(8) "Employment office" means that free public employment office (oper-

ated by the State) or branch thereof nearest to the employee's place of resi-
dence or employment, unless otherwise prescribed by the commission.

(9) An employee's "full-time weekly wage" means the weekly earnings such
employee would average from his employment if employed at the "hourly rate
of earnings" and for the "full-time weekly hours" applicable to such employee.

(a) The applicable "hourly rate of earnings" shall be determined by aver.
aging the employee's actual earnings for at least 100 hours of employment by
his most recent employers.

(b) An employee's "full-time weekly hours" shall mean the standard maxi-
mum weekly hours which can lawfully be worked by the employee (in the
employment in question) under the applicable Federal code of fair competi-
tion or under any applicable State code or law specifying lower maximum
weekly hours. Where there is no code or law applicable, the commission shall
determine the employee's full-time weekly hours by averaging his weekly hours
for all calendar weeks (in at least the past 3 months) in which he worked 30
hours or more, or by such equitable method as the commission may by general
rule prescribe for determining a full-time standard of not less than 30 weekly
hours for benefit purposes. In the case of any employee who is found by the
commission, at the time be becomes eligible for benefits to be unable by reason
of physical disability or by reason of continuing personal obligations (other
than emplo)aneut) to work half the full-time weekly hours which prevail in
such establishment for full-time employees, the commission shall determine his
full-time weekly hours for benefit purposes by averaging his weekly hours for
all weeks (In at least the past 3 months) in which he worked.

(10) " Fund" means the unemployment compensation fund established by
this act, to which all contributions and from which all benefits required under
this act shall be paid.

(11) "Partial unemployment": An employee shall be deemed "partially
unemployed" in any calendar week of partial work if he falls to earn in wage
(and/or any other pay for personal services, including net earnings from self-
employment) for such week at least $1 more than the amount of weekly bene-
fits for total unemployment he might receive if totally unemployed and eligible.

(12) "Pay roll" means the total amount of all wages payable by the em-
ployer to his employees, commencing with wages payable for employment occur.
ring After employer becames newly subject to this act.

(13) "Total unemployment": An employee shall be deemed "totally tn.
employed" in any calendar week in which he performs no wage-earning serv-
ices whatsoever and for which he earns no wages (and no other pay for per-
sonal services, including net earnings from self-employment), and In which
he cannot reasonably return to any self-employment in which be has cum-
tomarily been engaged.

(14) "Unemployment administration fund" means the unemployment com-
pensalion administration fund established by this act.

(15) "Wages" means every form of remuneration for employment received
by a person from his employer, whether paid directly or indirectly by the
employer, including salaries, commissions, bonuses, and the reasonable money
value of board, rent, housing, lodging, payments in kind, and similar advantages.

(18) "Waiting-period unit" means a period (for which no benefits are pay-
able but during which the employee is in all other respects eligible) consisting
of either 1 week of total unemployment or 2 weeks of partial unemployment,
required as a condition precedent to the receipt of benefits for subsequent
unemployment, as prescribed in this act.

(17) "Week" means calendar week.
(18) "Week of employment" means each calendar week (occurring at least

1 year after contributions first become generally due under this act from em-
ployers then subject hereto and occurring after any probationary period or
periods required hereunder) within which the person in question performed
any employment subject to this act for any employer subject to this act: Pro-
vMed, hoicever, That any week (occurring within the customary school vaca-
tion periods) in which an employer employed an employee who attended a
school, college, or university in the last preceding school term shall not be
counted as a "week of employment" In determining the benefit rights of such
employee under this act'
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SEC. 4. UNEMPLOYMENT-COMPFINSATION FUND

(1) F'nd.-There Is hereby created the unemnployment-compensation fund,
to be administered by the commission without liability on the part of the State
beyond the amounts paid into and earned by the fund. "This fund shall consist
of all contributions and money paid into and received by the fund as provided
by this act, of property and securities acquired by and through the use of
moneys belonging to the fund, and of interest earned upon the moneys belonging
to the fund.

(2) Withdrawala.-The fund shall be administered in trust and used solely
to pay benefits, Upon vouchers drawn on the fund by the collun lissloll pursuant
to general commission rules, and no other disbursement shall be made there-
from. Such rules shall be governed by and consistent with any applicable
constitutional requirements, but the procedure prescribed i)y such rules shall
be deemed to satisfy (and shall be in lieu of) any and all st:tutory require-
ments (for specific appropriation or other formal release Ly S:,te officers of
State moneys prior to their expenditure) which might otherwise be applicable
to withdrawals from the fund.

No,-The first sentence of the above subsection is necespar.- to conform
to the requirement of the Federal bill that the fund be used exc.asively for
the payment of benefits. Administrative expenses will have to be paid
from Federal allotments for this purpose, or from othci sources. Attention
Is called to the fact that the number of benefit payments to be mado from
the State fund will be extremely large in most States, though t),e amount
of the Individual payments will be small. It is therefore a'ivisable to
utilize a method of withdrawals from the fund which will involve a
minimum of administrative expense, consistent wYith adequate protection
of the fund. In some States the customary procedtire for the payment from
public funds would be unnecessRrily expensive.

(3) Treasurer.-The commission shall designate a treasurer of the fund
who shall pay all vouchers duly drawn upon the fund In such manner as the
commission may prescribe. He shall have custody of all moneys belonging
to the fund and not otherwis-' held or deposited or invested pursuant to this
action. The treasurer shall give bond conditioned on the faithful performance
of his duties as treasurer of the fund, in a form prescribed by statute or
approved by the attorney general and In an amount specified by the commission
and approved by the governor. All premiums upon bonds required pursuant
to this section when furnished by an authorized surety company or by a duly
constituted governmental bonding fund shall be paid from the unemployment
administration fund. The treasurer shall deposit and/or invest the fund
under the supervision and control of the commission, subject to the provisions
o: this act.. (4) Deposit.-All contributions paid under this act shall upon collection be
deposited in or invested in the obligations of the unemployment-trust fund of
the United States Government or its authorized agent, so long as said trust
fund exists, notwithstanding any other statutory provision to the contrary.
The commission shall requisition from the unemployment-trust fund necessary
amounts from time to time.

Noa-The above subsection (4) Is necessary to meet the requirements of
the Federal bill.

The wording of the entire section creating the State unemployment com-
pensation fund -is also important, because of constitutional provisions con-
cerning the custody and management of "State funds" in several States.
Four States (California, New Mexico, Wyoming, and Michigan) require
the deposit of " State funds" or "public funds" In State or national banks.
Since It Is anticipated that the United States Treasury will designate banks
within the State to act as its agent, even the constitutional provisions of
these States do not conflict with the requirements of the Federal economic
security bill for the deposit of State unemployment compensation funds
with the unemployment trust fund of the United States.

s5501o 5. 0ONTRIDUTIONs

(1) Payment.-On and after the 1st day of January 1936 contributions shall
accrue and become payable by each employer then subject to this act. There-
after contributions shall accrue and become payable by any new employer on
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and after the date on which he becomes newly subject to this Act. The con-
tributions required hereunder shall be paid by each employer in such manner
and at such times as the commission may prescribe.

(2) Standard rale o1 coanlrbu tion..-'The contributions regularly payable
by each employer shall be an amount equal to 3 percent of his pay roll, except
as otherwise provided in this act.

Noms-The Federal pay-roll tax on employers (under the oconomlc
security bill) will be 3 percent for the year 1938, and therafcer. For
the years 1936 and 1937, however the tax rate (which will depend on a
Federal index of production) may be 8 percent, 2 percent, or I percent.
(Of course all provisions of the Federal bill are subject to possible change
by Congress.) Any State which desires to make its 1936 and 1937 con-
tribution rates correspond exactly to the tax-rate clauses of the Federal
security measure (as introduced) can use the following language:

(Optional prorsion)

(3) 1936 and 1937 contributions rates.-The contributions payable by each
employer for the calendar years 1930 and 1937 shall be determined as follows:
(a)lf the Federal Reserve Board's adjusted index of total industrial production
averages, for the year ending September 30, 1935, not more than 84 percent
of its average for the years 1923-25, Inclusive, the commission, shall certify that
fact to the secretary of state, and each employer shall contribute for the calen-
dar year 1030 an amount equal to 1 percent of his pay roll; (b) if such index
averages for such year, more than 84 percent but less than 95 percent of such
earlier average, such fact shall be so certified, and each employer shall con-
tribilte for the calendar year 1930 nn amount equal to 2 percent of his pay roll;
(o) if such index averages for the year ending September 30, 1936, not more
than 84 percent nf such earlier average, such fact shall be so certified, and each
employer shall contribute for the calendar year 1937 an amount equal to 1 per-
cent of his pay roll, except that in no event shall the measure of contributions
for the calendar year 1937 be less than the measure of contributions for the
calendar year 1936; (d) if such index averages, for the year ending September
30. 1930, more than 84 percent but less than 95 percent of such earlier average,
such fact shall be so certified and each employer shall contribute for the calen-
dar year 1937 an amount equal to 2 percent of his pay roll, except that in no
event shall the measure of contributions for the calendar year 1937, be less
than the measure of contributions for the calendar year 1936.

Nor-Under the proposed Federal economic security measure a State
may, after 5 years, reduce contribution rates for employers who have shown
a good unemployment compensation experience. Two alternate provisions
are given below for States that may wish to take advantage of this pro-
vision in the Federal measure. Both provisions are entirely optional with
the State.

(Optional provitsion)

(4) Study of contribution rates.-For a period of 3 years after the contribu-
tions accrue and become payable under this act, the commission shall study the
operations of this act relative to the financial aspects and the sufficlency of con-
tributions hereunder, and shall submit a report of its findings and recommenda-
tlions thereon to the legislature not later than February 15, 1939.

(Optional protf on)

(4) Future rate, based ot benefit experence.-Based on the actual contri-
hution and benefit experience of employers under this act, the commission shall
(in the year 1941 and in each calendar year thereafter) classify employers in

accordance with said experience: and shall determine for each employer the
rate of contributions which shall apply to him throughout the calendar year
pursuant to said experience and cInssflcation. The minimum contributions thus
payable to the fund shall in no eass amount to less than ---' percent on the
employer's pay roll, and the average contribution rate of all employers shall be
approximately 8 percent (on pay roll) for any calendar year. An employer's
contribution rate shall in no case be reduced until there has been at least 3
calendar years throughout which his employees received or could have e-

/
'This figure must be at least I percent under the pending economic security measure,

but is, of course, subject to final action by Congress.
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ceived benefits when and if unemployed and eligible. The commission shall
investigate and classify industries, employers, and/or occupations with respect
to the degree of unemployment hazard in each, taking due account of any rele-
vant and measurable factors, and shall have power to apply any form of classic.
flcation or rating system which in Its judgment is best calculated to rate indi-
vidually the unemployment risk most equitably for each employer or group of
employers and to encourage the stabilization of employment. The general basis
of classification proposed to be used for any calendar year shall be subject to
discussion, adoption, and publication in the manner prescribed In this act for
all general commission rules.

(Optional provision)

(5) Contributions by employees.-Each employee shall contribute to the fund
1 percent of his wages. Each employer shall be responsible for withholding
such contribution from the wages of his employees, shall show such deduction on
his pay-roll records, and shall transmit all such contributions to the fund
pursuant to general commission rules.

NoTE.-The State is not required to include the above subsection (5).
It is being set forth here for due consideration by each State.

Worker contributions cannot be offset or credited against the Federal
tax on pay rolls, which Is payable by employers alone. Hence the inclu-
sion by a State of sibsection (5) would not be a substitute for, but rather
an addition to, the contributions above required froni employers.

Additional contributions to the fund, from any source, would of course
make possible additional benefits from the fund. (See the "actuarial
memorandum" as to what benefits could be paid with additional contri-
butions.)

SECTION 6. BENFITS

(1) Payment of benefits.-After contributions have been due under this act
for 2 years, benefits shall become payable from the fund to any employee who
thereafter is or becomes unemployed and eligible for benets, based on his
weeks of employment as defined in this act, and shall be paid through the
employment offices at such times and In such manner as the commission may
prescribe.

Nora.-The above provisions should not be altered, since the proposed Fed.
eral bill requires as a condition for the allowance of credit against the
Federal pay-roll tax that payment of all compensation must be made
through the public employment offices in the State and must contmence 2
years after contributions are first made under the State law.

(2) Weekly benefits for total unemptoainent.-An employee totally unem-
ployed and eligible in any week shall be paid benefits (computed to the nearest
half dollar) at the rate of 50 percent of his full-time weekly wage, with max-
imum benefits of $15 per week, and minimum benefits of $ -----' per week.

No.-The maximum weekly benefit of $15 per week indicated here Is
open to change by the State. It is not required by the Federal bill. It
is presumed that each State will desire to fix a maximum which it deems
appropriate In the particular State. Official commissions on unemploy-
ment insurance in New York, Ohio, California, and Virginia have recom-
mended a maximum of $15 per week, while the New Hampshire com-
mission recommended $14. The maximum In the Wisconsin law is $10,
but the contribution rate is 2 percent.

(8) Weekly benefits for partial unemployment.-An employee partially un-
employed and eligible in any week shall be paid sufficient benefits so that his
week's wages (and/or any other pay for personal services, including net
earnings from self-employment) and his benefits combined will be $1 more than

4 States may also wish to fix a minimum weekly benefit for total unemployment. Senate
bill no. I of New York provides a minimum of $5. Few of the proposed unemployment
compensation bills provide for any minimum.

Practically all of the special commissions which hay- studied unemployment compensa-
tion In this country have recommended that the benefit rate. be set at 60 percent of the
full-time weekly earnings. With contributions of 8 percent, or even 4 percent, this is
ab6ut the maximum weekly rate of benefit which can be provided unless the duration of
benefits Is shortened. It Is generally thought advisable to fix the benefit rates at this
figure, and to adjust the duration of benefits and the waiting period to meet the
employment experience of the State.
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the weekly benefit to which be would be entitled if totally unemployed in
that week.

Norz-The above subsection (3) Is open to change by the State. 1how-
ever, unless larger contributions than a rate of 3 percent are required,
it is suggested that partial benefits should be limited as above provided.
This provision gives only a small advantage In total compensation to the
partially employed person over the totally unemployed person; but it must
be remembered that the person who is drawing partial benefits is not
thereby exhausting his benefit rights as rapidly as the person who is
drawing total benefits. While it would be desirable to provide more lib-
eral benefits to partially unemployed persons, it must e recognized that
the primary purpose of the fund is to provide protection to employees
who are totally unemployed. Also, it Is desirable to avoid large numbers
of small claims for small amounts of partial unemployment because of
the excessive administrative costs which would be involved.

(4) One-to-four ratio of benefit, to employent.--The aggregate amount of
benefits an employee may at any time receive shall be limited by the number
of his past weeks of employment against which benefits have not yet been
charged hereunder. Each employee's benefits shall be thus charged against his
most recent weeks of employment available for this purpose. Each employee
shall receive benefits in the ratio of one-quarter week of total unemployment
benefits (or an equivalent amount, as determined by general commission rules,
of benefits for partial unemployment or for partial and total unemployment
combined) to each week of employment of such employee occurring within the
104 weeks preceding the close of the employee's most recent week of
employment.

Noer.-This ratio will serve to guard the fund against excessive pay-
ment of benefits to those with only a limited amount of previous employ-
ment to their credit. The ratio may be lowered to 1 to 3 it it is desired
to liberalize this provision, or raised to 1 to 5 if It is desired to mnke bene-
fit requirements more stringent; but this would modify the actuarial basis
of this bill to some extent.

(5) Maximurn iceeks of benefit (n any ycar.-Beneflts shall be paid each
employee for the weeks during which he is totally or partially unemployed and
eligible for benefits based on his past weeks of employment; but not more
than -- weeks of total unemployment benefits (or an equivalent total
amount, as determined by commission rules, of benefits for partial unemploy-
ment or for partial and total unemployment combined) shall be paid any em-
ployee for his weeks of unemployment occurring within any 52 consecutive
weeks.

NoTr.-A maximum duration of 16 weeks has been most discussed, based
on estimates of what could have been provided if an unemployment com-
pensation system embodying the standards contained in this bill had been
in operation from 1922-30 in the United States as a whole during that
period. If a State has had more unemployment than the average for the
United States it would be advisable for such State to provide for a shorter
maximum duration of benefits than 16 weeks. Each State is advised to
consult the "actuarial memorandum" accompanying this bill to ascertain
the maximum number of weeks of benefits it can safely provide.

(0) Lump-sum benefit option.-In lieu of paying to an eligible employee In
weekly (or other) installments the maximum amount of benefits to which his
past weeks of employment might entitle him under this act (in case he re-
mained continuously unemployed and eligible), the commission may discharge
the fund's entire benefit liability to such employee, based on his past weeks of
employment, by paying him a lump sum equaling not less than 50 percent or
more than 8 percent of said maximum amount of benefits. But lump-sum pay-
ments shall be thus made only in unusual cases (such as when the employee
has no prospect of securing further employment in the locality, but may secure
employment elsewhere). The commission shall by general rules determine on
what percentage basis and under what unusual conditions such lump-sum pay-
ments shall be made, and each such case shall be subject to specific approval
by the commission.

No -This proyision Is designed to encourage workers who have no
further prospect of employment In the community (e. g., because of aban-
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donment of a factory or mine) to seek employment elsewhere, rather than
to remain in the community until their benefit rights are exhausted.

(7) Additonal benefits (I to 0 toto).-An eligible employee who has re-
ceived the maximum benefits permitted under subsection (5) shall receive
additional benefits in the ratio of I week of total unemployment benefit (or its
equivalent) to each unit of 20 aggregate weeks of employment occurring within
the 200 weeks preceding the close of the employee's most recent week of em-
ployment, and against wh'ch benefits have not already been charged under this
act. Such additional benefits shall be charged against the employee's most
recent weeks pf employment available for this purpose.

NoTi.-The above provision is recommended because foreign experience
Indicates that a large proportion of employees will draw no benefits for a
number of years. These employees will have an especially valid claim to
the additional benefits provided here, when because of a depression or
technological change they lose their jobs and are unable to find other
work.

SECTION 7. BENEFIT ELIGIBILITY CONDITIONS
(1) Employment requfrement..-An employee shall be deemed eligible for

benefits for any given week of his unemployment only if he has either (a)
accumulated 40 weeks of employment subject hereto within the 104 weeks im-
mediately preceding the date of his application for benefits, or (b) accumulated
28 weeks of employment subject hereto within the 52 weeks immediately pre-
ceding the date of his application for benefits.

NoTE.-The above subsection (1) is designed to prevent the payment of
benefits to persons who work only intfrmittently, spasmodically, or for
brief seasonal periods in Insured employment, in order to prevent their
depleting the fund at the expense of the regularly employed worker. The
State may, at Its option, modify or even eliminate this provision, but this
would to some extent modify the actuarial basis of this bill.

The following is a possible, Iternative provision to the above subsection
(1). This substitute would tea I to have a rather similar effect, in restrict-
ing benefits to workers making 'requent changes in employment.

(1) Required probationary pert '-An employee shall be deemed eligible
for benefits, based on his employment by n given employer, only after he
has been employed by such employer within tiny 2 weeks (subsequent to
the first year of contributions under this act or to any later (late on which
the employer in question first becomes subject to this act).

(2) Avaiability and regifsration for icork.-An employee shall not be eligible
for benefits In any week of his partial or total unemployment unless In such
week he is physically able to work and avallahle for work, whenever duly
called for work through the employment office. To prove such availability for
%ork, every employee partially or totally uns mployed shall register for work
and shanl file claim for benefits at the employment office, within such time limits
and with such frequency and in such manner (in person or in writing) as
the commission may by general rule prescribe. No employee shall be eligible
for benefits for any week in which he fails without good cause to comply with
such registration and filing requirements. A copy of the commission's rules
covering such requirements shall be furnished by It to each employer, who
shall inform his employees of the terms thereof when they become unemployed.

(3) Waiting period.-Denefits shall be payable to an employee only for his
weeks of unemployment occurring subsequent to a "waiting period" whose
duration shall in each case be determined as follows. An aggregate of ------
waiting-period units shall be required of the employee within the 52 weeks
preceding the start of any given week of unemployment.

There shall not be counted toward an employee's required waiting period or
periods any week of total or partial unemployment in which he Is ineligible for
benefits under subsections (2), (4), (5), (6), or (7) of this section.

NoT.L-The Committee on Economic Security takes no position as to
what the length of the waiting period should be. The State may specify
a waiting period of 2, 8, or 4 weeks, or any other period it considers suit-
able. It should be emphasized, however, that a long waiting period will
result in a considerable saving to the fund because of the large amount of
unemployment of 2 or 8 weeks' duration, and that such saving 'iVlli
make possible a longer maximum duration of benefits to those unemployed
longer than the waiting period. The "actuarial memorandum" pecr.
panying this bill should be consulted, and the appropriate adjustment
made in the maximum duration of benefits allowed,
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(4) During trade disputet.-An employee shall not be eligible for benefits

for any week in which his total or partial unemployment is directly due to a
labor dispute still In active progress in the establishment In which he is or
was last employed.

(5) Voluntory leaving.-An employee who has left his employment volun-
tarily without good cause connected with such employment shall be ineligible
for benefits for the week in which such leaving occurred and for the 3 next
following weeks; provided, moreover, that such weeks shall be charged (as
if benefits for total unemployment had been paid therefor) against the em-
ployee's most recent weeks of employment (by the employer in question)
against which benefits have not previously been charged hereunder.

NoTv.- The above subsection (5) is considered to be equitable. The
period of disqualification may, of course, be lengthened, or the person
quitting voluntarily without reasonable cause may be entirely disqualified,
if the State so desires.

(6) Discharge for mlsconduct.-An employee who has been discharged for
proved misconduct connected with his employment shall thereby become ineli-
gible for benefits for the week in which such discharge occurred and for not
less than the 3 nor more than the 6 next following weeks, as determined
toy the commission In each Individual case; provided, moreover, that the ineligi-
ble weeks thus determined shall be charged (as If benefits for total unem-
ployment had been paid therefor) against the employee's most recent weeks of
employment (by the discharging employer) against which benefits have not
previously been charged hereunder, and shall also be counted against his
maximum weeks of benefit per year.

Nov.-The above provision leaves desirable flexibility, so that the
penalty can be varied to suit the circumstances of each individual case.

The following is a more rigid (alternative) provision:
(6) Discharge for miscondut.-An employee who has been discharged

for p-oved misconduct connected with his employment shall thereby be-
come ineligible for any further benefits based on his past weeks of em-
ployment by the discharging employer, and also ineligble for benefits
(based on other employment) for the week In which such discharge oc-
curred and for the 3 next following weeks; provided, moreover, that
such weeks shall be counted (as if benefits for total unemployment had been
pald therefor) against the employee's maximum weeks of benefit per year.

(7) Refusal of suitable employmeit.-If an otherwise eligible employee
falls, without good cause, either to apply for suitable employment when notified
by the employment office, or to accept suitable employment when offered him,
he shall thereby become ineligible for benefits for the week in which such failure
occurred and for the 3 next following weeks; provided, moreover, that such
weeks shall be charged (as If benefits for total unemployment had been paid
the-efor) against the employee's most recent weeks of employment against
which benefits have not previously been charged hereunder, and shall also be
counted agaln.;t h's maximum weeks of benefit per year.

" Suitable employment" shall mean any employment for which the em-
ployee In question is reasonably fitted, which Is located within a reasonable
distance of his residence or last employment, and which is not detrimental to
his health, safety, or morals. No employment shall be deemed su'tahle. and
|enefits shall not be denied under this act to any otherwise eligible employee
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
dispute; (b) if the wages, hours, and other conditions of the work offered are
less favorable to the employee than those prevailing for similar work in the
local'ty; (o) If acceptance of such employment would either require the em-
ployee to join a company union or would interfere with his joining or retaining
membership in any bona file labor organization.

No x-The above definition of "suitable employment" is required In tho
Federal bill, and the wording of the entire last sentence should not be
altered.

(Optional proriion)

(8) Employees barred from benefits by wage dfsqualiltatlon.-An employee
shal! not be eligible for any benefits whatever based on his past weeks of
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employment try a given employer, if he loses his employment with such
employer after being regularly employed by him (for at least 20 out of the
last 24 calendar months) on a minimum salary basis (payable and paid, for
each of such 20 months, whether or not the employer had wage-earning work
available for the employee) amounting to at least $ - per month.

NoI.-No State is required to include in its law the above subsection
(8). Any denial of benefits to an employee, because his wages have been
relatively high, Is very complicated to administer, and apt to be inequitable
in many cases.

The $14 weekly benefit maximum will in itself result In higher-paid
workers receiving in benefits a relatively lower percentage of their full-time
weekly wages.

If some wage-disqualification is to be used, it should not be based on
mere hourly or weekly wage rates but rather on annual (salary) earning.

Hence, the above subsection is set forth (as the best provision of this
type), without being recommended.

szOTION S. SrLMEENT Or 8E-NMT CLAIMS

Norm ON HANDLING CLAiMS.-The following section has the great advant-
age of leaving the appeal arrangements flexible, so that they can be set
up (and changed) by the administrative authority after further study and
experience, without the necessity of legislative amendments.

(1) Filing.-Benefit claims shall be filed at the employment office, pursuant
to general commission rules.

(2) I itiai determination.-A deputy designated by the commission shall
promptly determine whether or not the claim is valid, and the amount of
benefits apparently payable thereunder, and shall duly notify the employee and
his most recent employer of such decision. Benefits shall be paid or denied
accordingly, unless either party requests a hearing within 5 calendar days
after such notification was delivered to him or was mailed to his last known
address.

(3) Appeal#.-Unless such request for a hearing is withdrawn, the claim
thus disputed shall be promptly decided, after affording both parties reasonable
opportunity to be heard, by such appeal tribunal as the commission may
designate or establish for this purpose. The parties shall be duly notified of
such tribunal's decision, which shall be deemed a final decision by the com-
mission except in cases where the commission acts on its own motion or,
pursuant to general rules, permits the parties to initiate further appeal or
review.

(4) Appeal tribu4al*.-To hear and decide disputed claims, the commission
may establish one o- more appeal tribunals consisting ip each case of 1
full-time salaried examiner (or commissioner) who shall serve as chairman,
and of 2 other members, namely an employer or representative of employers
and an employee or representative of employees, who shall each be paid a fee
of not more than $10 per day of active service on such tribunal (plus necessary
expenses) and shall serve until replaced by the commission, except that no
person shall hear any case in which be is a directly interested party. The
chairman of such appeal tribunal may act for it at any session in the absence
of one or both other members, provided they have had due notice of such
session.

(5) Procedure.-The manner in which claims shall be presented, the reports
thereon required from the employee and from employers, and the conduct of
hearings and appeals shall be governed by general commission rules (whether
or not they conform to common law or statutory rules of evidence and other
technical rules of procedure) for determining the rights of the parties. A
full and complete record shall be kept of all proceedings In connection with
a disputed claim. All testimony at any hearing shall be taken down by a
stenographer, but need not be transcribed unless the disputed claim Is further
appealed.

(6) (Jommi~seon review.-The commission shall have the power to remove
or transfer the proceedings on any claim pending before a deputy, appeal
tribunal, or commissioner; and may on its own motion (within 10 days after
the date of any decision by a deputy, appeal tribunal, commissioner, or by the
commission as a body) affirm, reverse, change, or set aside any such decision,
on the basis of the evidence previously submitted in such case, or direct the
taking of additional testimony.
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(7) Appeal to courts.-Except as thus provided, any decision (unless ap-
pealed pursuant to general commission rules) shall, 10 days after the date of
such decision, become the final decision of the commission, and all findings of
fact made therein shall (in the absence of fraud) be conclusive; and such
decision shall then be subject to judicial review solely on questions of law.
Such Judicial review shall be barred unless the plaintiff party has used and
exhausted the remedies provided hereunder and has commenced judicial action
(with notice to the commission) within 10 days after a decision hereunder has
become the final decision of the commission in the disputed case.

(8) Oaths and citnese.-In the discharge of their duties under this secthm
any deputy, any member of an appeal tribunal, and any examiner, comuils-
sitoner, or duly authorized representative of the commission shall have power
to administer oaths to persons appearing before them, take depositions, certify
to official acts, and by subpenas (served in the manner in which court sub-
penas are served) to compel attendance of witnesses and the production of
books, papers, documents, and records necessary or convenient to be usel by
them in connection with any disputed claim. Witness fees and other expenses
Involved in proceedings under this section shall be paid to the extent necessary,
at rates specified by general commission rules, from the unemployment admin-
Istration fund.

SEMO O 9. count WI1W
(Not draft lecause uf difference in State courts. ete.)

Each State should draft a section consistent with its judicial structure and
procedure. This section should specify: (1) Type -of legal action, (2) the
court or courts to be used, (8) transmission by the commission of the record
in the case, (4) assessment of court costs, etc.

Some States have, under their accident compensation laws, found it desirable
to have a single court handle all such cases thereby developing a tribunal
with specialized knowledge and experience in tits field. Such procedure might
well be followed in the new field of unemployment compensation.

Note on Adminfstrative Organlzation. (Paisfble type).-The work involved
in the administration of a State unemployment compensation law will be very
considerable.

The administrative expenses (including the operation of public employment
offices), judging by experience abroad, will be at least 10 percent of the annual
contributions, For each million of population, if the State's employment and
wage rates are about the average of the entire country, unemployment com-
pensation contributions (at 3 percent) would average about 3,500000 annually
under existing conditions, and the administrative expenses (at 10 percent)
would be about $350,000 annually (per million of population) after benefits
start. (Federal grants will cover most of these administration costs, provided
the State administration complies with Federal standards.)

Hence, many States will desire to create a new full-time commission, suitable
for dealing with the many new accounting, legal, and administrative problems.
This bill embodies the organization of such a commission (see see. 10, below),
briefly as follows:

1. Administration by a new salaried commission of three members, which
will determine the policies, adopt necessary rules and regulations, act as the
board of review for appealed cases, and have general supervision of the routine
administration through a director or a secretary.

However, some States, In the light of their present administrative organlzrl-
tion or because of a smaller volume of work, may wish to consider the following
alternative plans of organization:

2. Administration under the present labor department, but with a new divi-
slon headed by an executive director In direct charge of administering the
unemployment compensation act and the employment office. If this is done.
a part-time or'full-time commission to help In formulating general policies and
to review appealed benefit cases is desirable.

3. A new part-time (per diem) board, with a salaried executive director.
Such a part-time board would review appealed benefit case, have jurisdiction
over general policies, pass upon rules and regulations, and be responsible for
the administration, selecting the director who would be subject to the board.
(Such a pert-time board should be used in smaller States.)

4. Administration by a single new commissioner, with a part-time (per
diem) board appoInd by him. Such a part-time board might well review
appealed benefit cases, and would advise the commissioner on general policies
(Such part-time board should be used only in smaller States.)

1607--35--39
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BWTON 10. UNEMPLOYMENt COMPENSATION COMMISSION

(1) Organiation.-There is hereby created a commission of three members,
to be known as the unemployment-compensation commission of --------------

(State)

The members of the commission shall be appointed by the Governor within
90 days after the passage of this act. The commissioners thus appointed shall
serve, as designated by the Governor at the time of appointment, 1 for a term
of 2 years, 1 for a term of 4 years, and I for a term of 0 years. At the expi-
ration of such initial terms appointments shall be made for a term of 6 years
in each case. Any appointment to a vacancy shall be for the unexpired term
in question. No commissioner shall, during his term of office, engage in any
other business, vocation, or employment, or serve as an officer or committee
member of any political party organization. The Governor may at any time,
after public hearing, remove any commissioner for gross inefficiency, neglect of
duty, malfeasance, misfeasance, or nonfeasance In office.

(2) 82/arte.-Each commissioner shall be paid a fixed monthly salary, at
the rate of ---- thousand dollars per year of service, from the unemploy-
ment administration fund.

NoTF-To secure persons with ability, training, and experience reason-
ably equal to their new and difficult task, the State should expect to pay
each commissioner approximately $2,000 per million of State population,
but not less than $4,000 in any event.

(3) Quorunt.-Any two commissioners shall constitute a quorum to transact
business. No vacancy shall Impair the right of the remaining commissioners
to exercise all of the powers of the commission, so long as a majority re-
main. The commission shall determine its own organization and methods of
prcedure.

(1) Duties and poers of commisston.-It shall be the duty of the commls.
sion to administer this act; and it shall have power and authority to adopt
and enforce all reasonable rules and orders necessary or suitable to that end,
and to employ any person, make any expenditures, require any reports, and
take any other action (within its means and consistent with the provisions
of this act) necessary or suitable to that end. Annually, by the 1st day of
FebrUary, the commission shall submit to the Governor a summary report
covering the administration and operation of this act during the preceding
calendar year and making such recommendations as the commission'deems
proper. Whenever the commission believes that a change in contribution
and/or benefit rates will become necessary to protect the solvency of the fund
it shall at once inform the Governor and the legislature thereof and make
recommendations accordingly.

(2) General commission rules.-Oeneral rules, Interpreting or applying this
act and affecting all (or classes of) employers, employees, or other persons
or agencies shall be adopted by the commission only after discussion with a
representative State-wide advisory council (constituted as hereinafter de-
scribed) or after public hearing (before the commission) of which notice has
been given through the press. Such general commission rules shall, upon
adoption by a majority of the commission, be duly recorded in its minutes and
be filed with the Secretary of State and shall thereupon take legal effect.
Such rules may be amended In the same manner as is above provided for their
ado ption.

8) Publfatto.-The commission shall cause to be printed in proper form
for distribution to the public the text of this act, the commission's general
rules, its annual report to the Governor, and any other material the commis-
sion deems relevant and suitable, and shall furnish the same to any person upon
application therefor; and such printing and availability upon applicatiob shall

be deemed a sufficient publication of the same.
(4) Permonne.--The commission is authorized, within its mdans, to appoint

and fix the compensation of such officers, accountants, attorneys, experts, and

other persons as are necessary in the execution of its functions. All positions

in the administration of this act shall be filled by persons selected and appointed

on a nonpartisan merit basis, under rules and regulations of the commission.

The commisson shall not employ or pay any person who Is serving as an officer

or committee member of any political party organization. The commission

shall fix the duties and powers of all persons thus employed and may authorize
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any such person to do any act or acts which could lawfully be done by a com-
missioner. The commission may, in its discretion, bond any person handling
moneys or signing checks hereunder.

N r.m-A nonpartisan merit basis must be used to secure any Federal
money for administrative costs.

(5) Advisory ouneil.-The commission shall appoint a State-wide advisory
council and local advisory councils, composed in each case of equal numbers
of employer representatives and employee representatives (namely of persons
who may fairly be regarded as thus representative because of their vocation,
employment, or affiliations), and of such members representing the public gen-
erally as the commission may designate. Such councils shall aid the commis-
sion in formulating policies and discussing problems related to the adminis-
tration of this act and In assuring Impartiality, neutrality, and freedom frcm
political influence in the solution of such problems. Such advisory councils
shall serve without compensation, but shall be reimbursed for any necessary
expenses.

(0) Ernploymeat stabitzatlon.-It shall be one of the purposes of this act
to promote the regularization of employment In enterprises, localities, Industries,
and the State. The commission, with the advice and aid of its advisory
councils, shall take all appropriate steps within its neans to reduce and
prevent unemployment; to encourage and assist in the adoption of practical
methods of vocational training, retraining, and vocational guidance; to Investi-
gate, recommend, advise, and assist in the establishment and operation, by
municipalities, counties, and school districts, and the State, of reserves for
public works to be used in times of business depression and unemployment;
to promote the reemployment of unemployed workers throughout the State
In every other way that may be feasible; and to these ends to employ experts
and to carry on and publish the results of investigations and research studies.

(7) Records and reports.-Every employer (of any person In this State)
shall keep true and accurate employment records of all persons employed by
him, and of the weekly hours worked for him by each, and of the weekly
wages paid him to each such person. Such records shall be open to inspection
by the commission or Its authorized representatives at any reasonable time
and as often as may be necessary. The commission may require from any
employer (of any person In this State) any reports covering persons employed
by him, on employment, wages, hours, unemployment, and related matters,
which the commission deems necessary to the effective administration of this
act. Information thus obtained shall not be published or be open to public
Inspection In any manner revealing the employer's liability, and any commission
employee guilty of violating this provision shall be subject to the penalties
provided in this act.

(8) Representat io in court.-On request of the commission the attorney
general shall represent the commission and the State In any court action
relating to this act or to its administration and enforcement, except as special
counsel may be designated by the commission with the approval of the Governor
and except as otherwise provided In this act.

(9) State-Federa4 oooperatio.-The commission Is hereby' authorized and
directed to cooperate In all necessary respects with the appropriate agencies
and departments of the Federal Government in the administration of this
act and of free public employmnt offices; and to make all reports thereon
requested by any directly interested Federal agency or department; and to
accept any sums allotted or apportioned to the State for such administration,
and to comply with all reasonable Federal regulations governing the expendi-
tures of such sums.

(10) Employment ogloes.-The commission shall establish and maintain such
free public employment offices, including such branch Qffices, as may be neces-
sary for the proper administration of this act. The commission shall maintain
a division for this purpose. The existing free public employment offices of the
State (if any) shall be transferred to the jurisdiction of such division; and
upon such transfer all duties and powers conferred by law upon any other
department, agency, or officer relating to the establishment, maintenance, and
operation of free public employment offices shall be vested In such division.
All moneys thereafter made available by or received by the State for the State
employment service shall be paid to (and expended from) the unemployment
administration fund, and a special "employment service account" shall be
maintained for this purpose as a part of said fund.
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asm. 12. A.1LrAN(EZ OF AUF OF (( IPFis PII.ATINU To SERV~IIN 51ICE

(1) F.'ormil acceptu.nc.-Tlhe State hereby accepts the proviystos of the
Waguer-['eyser Act, approved June 0, 103 (48 Stat. 113, U. S. C., title 20,

sec. 49 (c)). "An act to provide fur (lie establishment of at national employment
system and for cooperation with the States in the promotion of such system,
and for other purposes", in conformity with section 4 thereof, and will observe
nud comply with the requirements of said act of Congress.

(2) 8tate.empljaneAS erfce.-There is hereby created, under the Unaem-
ployment Compeftsatlon Commission, a division to be known as the "-
'State Employment Service", which shall be affiliated with the United States
Employment Service. The said division is hereby designated and constituted
the agents of this State for the purposes of the Wagner-Peyser Act. The said
division shall be administered by a full-time salaried director, who is hereby
given full power to cooperate with all authorities of the United States having
powers or duties under the said act of Congress and to do and perform all
things necessary to secure to this State the benefits of the said act of Con-ess
in the promotion and maintenance of a system of public employment offices.

(3) Financfhg.-All moneys made available by or received by this State
under said act of Congress shall be paid into a special "employment service
account" In the unemployment administration fund, and said moneys are
hereby appropriated and made available to the " - State Employment
Service" to he expended as provided by thiq act and by said act of Congress.

NorTi-The Federal economic security measure requires that the State
accept the provisions of the Wagner-Peyser Act, for the establishment
of an effective system of public employment offices.

The above section can be used for this purpose, and can properly be
included in this bill even where the State has already accepted the Wagner-
Peyser Act.

This bill places the State employment .service under the commission ad-
ministering the unemployment compensation law, as is proper and vir-
tually necessary for the effective operation of both the service and the law.

However, In case a given State does not wish to place its State employ-
ment service under the Unemployment Compensation Commission, then
the above section should be omitted or modified, and subsection (10) of
section 11 should also be modified. The governor or the State's labor
department should in that case secure advice from the United States Em-
ployment Service, Department of Labor, Washington, D. (J., on the pro-
cedure and changes in this bill which would In that ease become necessary.

SETrON Is. RMCiPROCAL fEXMT An1LaNO5MsNT8 wITH OTHER STATS

The commission is hereby authorized, subject to approval by the goveritor,
to enter into reciprocal arrangements with the proper authorities, in the case
of any other unemployment compenastion system established by any State law
or by an act of Congress, as to persons who have (after acquiring rights to
benefits under this act or under such other system) newly come under this act
or under such other system. whereby such benefits (or substantially equivalent
benefits) shall be paid (or both paid and financed) in whole or in part through
(or by) the fund of the unemployment compensation system newly applicable
to such person. Such reciprocal arrangements shall be adopted and published
by the commission in the same manner as its general rules.

Nov.-The above section is designed to make possible reciprocal arrange-
ments whereby an employee will not lose his benefit rights if he moves
from one State to the other, or from employment covered by a direct act
of Congress. The wording should not be altered.

SzErON 14. 1ROTCTIOX OF oIGHT8 AND DMEvITS

(1) lVi rer of rights void.-No agreement by an employee to waive his right
io benefit or any other right under this act shall be valid. No agreement by
an employee or by employees to pay all or any portion of the contributions
required under this act from employers shall be valid. No employer shall
make or require any deduction from wages to finance the contributions required
of him, or require any waiver by an employee of any right hereunder. Any
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employee claiming a violation of this section may have recourse to the method
set up In this act for deciding benefit claims; and the omn lssion shall have
power to take any steps necessary or suitable to correct and prosecute nny
such violation.

(2) I4mitalion of feee.-No employee shall be charged fees of any kind by
the commission or Its representatives, In any proceeding under this act. Any
employee claiming benefits in any proceeding or court action may be repre-
sented by counsel or other duly authorized agent; but no such counsel or
agents shall together charge or receive for such services more than 10 per-
vent of the maximum benefits at Issue in such proceeding or court action.

(3) No alignment or garnishment of bcnefjt .- Benefits which are due or
may become due under this act shall not be assignable before pa.nent, but this
provision shall not affect the survival thereof; and when awarded, adjudged,
ur paid shall be exempt from all claims of creditors, and from levy, execution,
andi attachment or other remedy now or hereafter provided for recovery or
collection of debt, vhlch exemption may not be waived.

sYMTON 15. COLLECO, OF cONTRIBuTIONS

(1) Interut on tardy paynent#.-If any employer fails to make promptly,
by the date it becomes due hereunder, any payment required to be made by
him under this act, he shall be additionally liable (to the unemployment admin-
Istration fund) for Interest on such payment at the rate of 1 percent per
month front the date such payment became due until paid, pursuant to general
commission rules.

(2) lBankruptoy.-In the event of an employer's, dissolution, bankruptcy,
adjudicated Insolvency, receivership, assignment for benefit of creditors, Jutdi-
cially confirmed extension proposal or composition, or any analogous situation,
contribution payments then or thereafter due under this act shall have the
greatest priority (subsequent to taxes, but at least equal to wage clatnts) then,
permitted by law; but this subsection shall not Impair the lien of any judgment
entered upon any award.

(3) Court acton.-Upon complaint of the commission, the attorney-general
shall Institute and prosecute the necessary actions or proceedings for the
recovery of any contributions or other payments due hereunder; or, at his
request and under his direction, the prosecuting attorney (of any county in
which the employer has a place of business) shall institute and prosecute the
necessary actions or proceedings for the recovery of any contributions or
other payments due hereunder.

SEtiON 16. .IMALTIES

(1) Whoever willfully makes a false statement or representation to obtain or
Increase any benefit or other payment under this act, either for himself or for
any other person, shall upon conviction be punished by a fine of not less than
$20 nor more than $50, or by Imprisonment in the county jail not longer than
30 days, or by both such fine and Imprisonment; and each such false statement
or representation shall constitute a separate and distinct offense.

(2) Any employer (of any person In this State) or his agent, who willfully
makes a false statement or representation to avoid becoming or remaining sub-
ject hereto or to avoid or reduce any contribution or other payment required of
such employer under this act, or who willfully fails or refuses to make any
such contribution or other payment or to furnish any reports duly required
hereunder or to appear or testify or produce records as lawfully required here-
under, or who makes or requires any deduction from wages to pay all or any
portion of the contributions required from employers, or who tries to Induce
any employee to waive any right under this act, shall upon conviction be pun-
ished by a fine of not less than $20 nor more than $200, or by Imprisonment in
the county jail not longer than 60 days, or by both such fine and imprisonment;
and each such false statement or representation, and each day of such failure or
refusal, and each such deduction from wages, and each such attempt to Induce
shall constitute a separate and distinct offense. If the employer In question
is a corporation, the president, the secretary, and the treasurer, or offers
exercising corresponding functions, shall each be subject to the aforesaid
penalties.
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(3) Any violation, of any provision of this act, for which a penalty is neither
prescribed above nor provided by any other applicable statute, shall be punished
by a fine of not less than $20 nor more than $0, or by imprisonment In the
county jail not longer than 30 days, or by both such fine and imprisonment.

(4) On complaint of the commission the fines specified or provided in this
section may be collected by the State in an action for debt. All fines thus
collected shall be paid to the unemployment administration fund.

SECTION 17. UNEMPLOYMENT ADMINISTRATION FUND

(1) Special tuAd.-There Is hereby created the "unemployment compensa-
tion administration fund", to consist of all moneys received by the State or
by the commission for the administration of this act. This special fund shall
be handled by the State treasurer as other State moneys are handled; but it
shall be expended solely for the purposes herein specified, and Its balances
shall not lapse at any time but shall remain continuously available to the com-
mission for expenditure consistent herewith.

(2) Federal aidq.-All Federal moneys allotted or apportioned to the State
by the Federal Social Insurance Board (or other agency) for the administra-
tion of this act shall be paid Into the unemployment administration fund.

(3) Employruent service aceount.-A special "employment service account"
shall be maintained as a part of said fund.

SCTrION 18. APPROPRIATIONS

(1) All moneys In the unemployment administration fund at any time are
hereby appropriated to the.unemployment compensation commission, Including
Its employment service division.

(2) There is hereby appropriated to the employment service account of the
unemployment administration fund, from any money In the State treasury not
otherwise appropriated, on July 1, 1935, and annually thereafter on the 1st
day of July, the sum of $ ---------

sECTION 19. SAVING CLAUSE

The legislature reserves the right to amend or repeal all or any part of this
act at any time; and there shall be no vested private right of any kind against
such amendment or repeal.

NoTE.-This provision Is required by the Federal bill as a condition for
the allowance of credits against the Federal pay-roll tax.

SECTION 20. SFPARABIUT OF PROVISIONS

If any provision of this act, or the application thereof to any person or
circumstance, Is held Invalid, the remainder of the act and the applIcatlon of
such provision to other persons or circumstances shall not be affected thereby

SECTION 21. EFI'ECIV DATE

This act shall take effect upon passage.

Norv.-This section should be modified where necessary to conform with
the State's regular requirements for official publication (etc.) prior to the
taking effect of its State laws.

Ncrn-Any State which deslies to do so may of course modify the foregoing
bill (which now provides for a completely pooled fund), to permit certain
omplnyers (or groups) to maintain within the fund:

(1) Separate "employer accounts" for benefits; and/or

7'his sum should be about 3 cents per capita of the State's population. (Thus a State
of 1.000,000 inhabitants should make an appropriation of at least $30,000.) This should
Insure the State's receiving Its full share of the Federal money now available from the
United States Empiloyment Service under the Wagner-Peyser Act. Any State may secure
more exact information on the Federal "matching" requirements from the United States
Employment Service, Washington, D. C.

Such an appropriation will be relatively small, as compared to the total cost of the
State's employ went service, in view of its enlarged functions under this act. (The bulk
of the cost will be financed from Federal money, raised largely from employers subject to
the Federal pay-roll tax and the State unemployment compensation law. Not only sueh
employers will benefit by an effective State-wide employment service, but also the entire
community.) Hence it Is essential that the State (from general tax funds) appropriate
at least the as ggested small fraction of the total cost of its employment service.
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(2) Separate "guaranteed employment accounts."
The Federal economic security measure Includes certain standards which

would apply to any such account permitted under a State law. (The State law
could, however, provide additional standards.) An optional provision for em-
ployer reserve accounts follows herewith. An optional provision, for insertion
it desired, in the foregoing "pooled" bill, to permit a guaranteed employment
account will be found at pages 0"29-32.

Optlonal pro'i8lon for employer rcsertv accoitnts

Noorss.-Any State which desires to do so may Include the following
optional provisions:

This provision would permt certain employers, at the discretion of the
administrative agency, to establish special reserve accounts, within the
State unemployment insurance trust fund.

The Federal economic security measure includes certain standards which
would apply to any tuch account permitted under a State law. (The State
law could, however, provide additional standards.)

if the following section is Inserted In the model State bill, it should be
numbered "section 19" and the presnt sections 19, 20, and 21 should be
renumbered accordingly.

As noted below, it will also be necessary to add brief provisions to sec-
tions 4 and 5 of the model bill, to cover such employer reserve accounts,
and the required minimum contributions by such employers to the pooledfund.

SECTfON -. EMPLOYER R!SEUE ACCOUNTS

(1) Peri-,91son to cstabllsh.--Subject to the requirements of this act, the
Commicslon may permit any employer to establish within the fund a special
employer reserve account covering all the employer's employees (except those,
if any, covered under this act by a guaranteed employment plan). As a condi-
tion of permitting and maintaining within the fund such a reserve account,
the commission shall require that the employer furnish such security or such
other assurance that his employees will receive full benefits without drawing
on the fund's pooled account as the commission deems reasonable.' Whenever
two or more employers file an application to maintain a joint (group) reserve
account in the fund, as if they constituted a single employer, the commission
may permit and maintain 'such a joint account (as If It were a single employer's
reserve account), subject to the conditions herein s-' forth and to any supple-
mentary general rules the commission may prescribe for the conduct and disso-
lution of Joint accounts.

Noon-This section is required by the proposed Federal act.
(2) Crediting of paynments.-There shall be credited to an employer's reserve

account all amounts paid to the fund by the employer, excepting his required
contributions to the fund's "pooled accounts." In determining the year's record
or status of an employer's reserve account (as of December 31), benefits shall
be charged against it on the date when paid, and the employer's contributions
(and any additional voluntary payments) payable for the year shall be credited
If pald no later than February 1 of the succeeding year, Any employer may
at any time make voluntary payments (additional to the contributions required
under this act) to his reserve account in the fund, pursuant to general corn.
msBon ruleteb
(3) Benefit requ(reints.-Benefits shall be payable from an employer's

reserve account to each of his employees under the same conditions, and at no
lower rates and for no shorter periods, than apply under this act to benefits
payable to other employees from the fund's pooled account. The Commission
may adopt any general rules it finds necessary to that end. An employer's
reserve account shall, unless exhausted, pay in full to his eligible employees
all their benefits duly chargeable under this act against their weeks of
employment by such employer. If his reserve account is exhausted, such bene-
fits shall be paid either by the employer directly or by the commission from

r Amendments are under consideration to sllow the States either to require or not torequire the arantee of benefits in addition to the maintenance of a specfiled percentage
of pay roll rn reserve.
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the proceeds of any separate security duly required from the etiiployer under
this section. If such benefits cannot thus be paid in full, the balance thereof
shall be paid from the fund's pooled account.

(4) Contrlbulon rcqul nicmcts.-The total contrilution rate rollulred of each
employer shall (after he has contributed for at least 3 years) be based directly
on the contribution and benefit experience of his reserve amount in the fund.
and shall be determined by the commilsslon for each calendar year, at It.,
beginning, lpursuant to all the following condilons:1W

(a) If the benefits payable from an employer's reserve "mount within any
calendar year arV greater than his contrihutlons to such account for su..h year.
his contribution rate for the next calendar year shall be increased Iy 1 percent
of his pay roll, unless his reserve account then equals at least percent of
hus pay roll for the last completed calendar year, or hall Ie increased to the
standard rate of contributions, whichever is higher.

(b) No employer's contriltion rate shall be less than the standard rate of
contribution unless he has benefit experience throughout the most recently
completed calendar year, without the benefits payable front1 his 1eseive ,c-r(ilut
within such year being sealed down or paid by the fund's pcoled ac umnt, and
unless his reserve account at the start of the calendar year equals at least
-- * times the largest amount of benefits lald from such account Ihllkln aill
cone of the - * most recently completed calendar years.

NoT--Optional provision:
* " FiL1" is suggested at this point, although this figure Is nnt slpecIfed

by the Federal measure as Introduced.
T h-rcc" Is suggested at this second point. although this figure Is tit

specfiled by the federal measure as intrluced.
(c) If an employer's reserve account at the start of the given calendar year

(euals at least -* percent of his pay roll for the preceding calendar year, his
total contribution rate shall be redumel to -** percent of his pay roll through-
out the given calendar year.

NkXrL-Thfs scetio is reqntired by the prolginrd F'deral act, which slp.d-
ties as minimum rcquireinents:

* 15 percent.
S1. percent.

These figures are subject to fiscal action by Cougress. Amendments to
lower them are under consideration. If adopted, a provision along the
following line would be appropriate:

(Ai(rnaiirc povrsion)

(Not now iraitted under the Federal lil'

(W) If au employer's reserve amount at the start of the given calendar year
tvqual tit least 10 percent of his pay roll for the preceding calendar year, his
total contribution rate shall be reduced to 1h percent on his pay roll through-
out the given calendar year; and if his account thu. equals at least 15 pereent
of such preceding pay roll, his total contribution rate shall be reduced to one-
half of I percent on his pay roll throughout the given calendar year.

(5) Tcrmiratlon of ac vouWt.-If any employer maintaining a reserve account
hereunder falls to comply with the applicable requirements of this act, or ter-
mlutates such reserve account with the coinmthssion's consent, or hab for nan.
reason ceased to be subject to this act, the commission shall transfer andi
credit to the fund's cooled account any balance then remaining in such em-
ployer's reserve account exceptt as the comnmiission mccay plxortloii to any suc-
cessor employer's reserve account all or part of the assets and benefit liabilities
in question); and in such cage all further contributions from such employer
shall be paid to said pooled account, and all further benefits to hi- employees
shall (with the above exception) be paid pooled account.

(6) Allocation (ofcotrlbutions by employces.-The foregoing requirements
and criteria, on contribution and beveflt payucents by an employer having a
reserve account, apply to contributions made toy such employer on hls own be-
half,'and to the benefits to be financed by such contributions, as distinguished
from additional contributions made by employees and additional benefits paid
to employees out of their own contributions. In case any contributions or
other payments are made for benefit purposes by the employees of such
employer, the commission is authorized and directed to assure by any suitable

1Optional provision: The Federal measure ab Introduced does not requlrs this pro-
vision or specify any figure but 10 percent Is here suggested.
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general rules that the employer shall at all times pay benefits out of his own
contributions at least equal to those provided by this act, and any contributions
by employees shall be used solely to provide additional benefits to those provided
by this act.

NoE.-The above provision should be Included, whether or not employee
contributions are required by the bill. It should be noted that employee
contributions create complications if employer reserve accounts are allowed,
due to the fact that the accounts must be kept in such fashion that the net
amount remaining to the credit of an individual employee (taking into
consideration both the payments he has nmade Viid the benefits he has
received) is always determinable.

Nore-Where a State includiiN the aibo~e new sectlont on "Employer
Ieserve Accounts ", the following n~ew -.ubs-ecstihws juist also be inserted it
that bill:

Insert at the close of setilojn 4, rlahing to the Unemiploymtut Compersatlon
Fund:

(5) Employcr rcsescc acc ,un t, within the fund.-The fund shall be mingled
and undivided, except as Leparate " reserve actounts" (including guaranteed-
employment accounts, If any) are kept therein under proviswinb of this act
permitting certain employers to mahitaln suvh an-unts within the fund.

The entire balance (if the fund (exclusive of such reserve accounts) shall
constitute the "ooled account" (if the fund, to whih shall te credited .'r
charged all payments to and from the fud except as thll it QKX-'lfles other-
wise.

Insert at the clo-e of section 5, relating to contriut .os:
( .) Contribuliona rales, for employers htrin rescrre a(cowtls.-BEach em-

ployer for whom a reserve account (and/or guaranteed-emplysnent rctounit.
if any) is maintained pursuant to th:s .. at Oall for each calendar year make
such total contributions to the fund as are then iquisid of hhn under the ap-
plhi-able provisions of this act. Of such t''tai coniributlons, an amount equaling
- per entum of the employer's pay roll shall reguhtrly be credited to the

fund's 
"

pooled account." The balance of the employer's Iuyments to the fund
shall be duly allocated and credited Ias may be lrolor in enich cae) to his
reserve a*ouisnt Ior guaraiited-emlh.snt a.'nt, if ally).

PELiMIN. Y DRAFr OF A SI-GOESTED AYITEmNATIVE' STATE UNEMPLOYMENT COM-
PENSrATON Acr No. 2

(With employer "reserve" accounts and partial pooling)

The Federal security measure permits employers to credit (against the Fed-
eral pay-roll tax) their contributions under any State unemployment compen-
sation lawv which meets certain minimum Federal standards.

Each State which passes such a law promptly will be able to set up a State
unemployment compensation fund, thus using for State purposes that money
which would otherwise be paid Into the Federal Treasury by the State's
employers.

To assist each State in enacting a suitable law, assuring its employers of the
Federal tax credit, the President's Committee on Economic Security has had
two model State bills prepared, after months of study and discussion.

These bills are carefully drafted to meet all the requirements of the Federal
measure, including: (a) Standards for granting tax credits to employers;
and (b) standards for granting Federal money to pay the administrative costs
of such State laws.

The attached model bill is of the "reserves" type,. Under this type 'of
bill, part of the total contributions paid Into the State fund will be pooled;
but the major part of each employer's contributions will be segregated (within
the fund) Into separate employer accounts, and benefits will be paid from an
employer's account only to his own eligible employees. After several years of
contributions and benefit payments each employee's contribution rate will
depend on his actual employment and benefit experience.

'This figure Is fixed at I percent In tb pending economic secdrIty measure. bit 1.4
of course subject to final action by Congresi.
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Wide latitude is thus left the several States in many respects: (a) As to
the general type of uenmployment compensation law to be adopted, with two
types of model bill suggested, and also (b) as to many other important ques-
tions (amount and duration of benefits, etc.).

It Is suggested, however, that each State executive or legislator who plans to
make any change in either of the model bills (prepared by the Committee on
Economic Security) might do well to write the committee for advice on the
vital question: "Would the proposed change prevent the State law from
qualifying for (a) Federal tax credits to employers, and (b) Federal aid for
State administration?"

By thus writing the Committee on Economic Security, each State can be
advised whether the proposed changes: (a) Will meet Federal requirements,
and (b) are consistent, or conflict with other provisions of the model bill Itself.

The committee's address is 1734 New York Avenue, Washington, D. C.

TOPIOAL OUTLINE OF BILL

Section 1. Short title.
Section 2. Declaration of the State's public policy.
Section & Definitions: (1) Benefit, (2) commission, (3) contributions, (4)

eligibility, (5) employee, (0) employer, (7) employer's reserve account, (8)
employment, (9) employment office, (10) full-time weekly wage, (a) hourly
rate of earnings, (b) full-time weekly hours, (11) fund, (12) partial unein-
ployment, (13) pay roll, (14) pooled account, (15) total unemployment, (10)
unemployment administration fund, (17) wages, (18) walting-period unit,
(19) week, (20) week of employment.

Section 4. Unemployment compensation fund: (1) Fund, (2) withdrawals, (3)
treasurer, (4) deposit, (5) pooled account, (6) employer accounts.

Section 5. Contributions: (1) Payment, (2) standard rate of contributions,
(3) 1936' and 1937 contribution rates; (4) contributions to pooled account,
(5) future total rates, based on benefit experience, (0) contributions by
employees.'

Section 0. Benefits: (1) Payment of benefits, (2) weekly benefits for total un-
employment, (3) weekly benefits for partial unemployment, (4) one-to-four
ratio of benefits to employment, (5) maximum weeks of benefit in any year,
(0) lump sum benefit option, (7) additional benefits (one-to-twenty ratio).

Section 7. Benefit eligibility conditions: (1) Required probationary period, (2)
availability and registration for work, (3) waiting period', (4) during trade
disputes, (5) voluntary leaving, (0) discharge for misconduct', (7) refusalof
suitable employment, (8) employees barred from benefits by wage disqualifi-
cation."

Section 8. Settlement of benefit claims: (1) Filing, (2) initial determination,
(3) appeals, (4) appeal tribunals, (5) procedure, (0) commission review,
(7) appeal to courts, (8) oaths and witnesses.

Section 9. Court Review: (Not drafted, because of differences in State courts,
etc.)

Section 10. Unemploymcmnt compen-aatfon commission: (1) Organization, (2)
salaries, (3) quorum.

Section 11. Administration: (1) Duties and powers of commission, (2) gen-
eral commission rules, (3) publication, (4) personnel, (5) advisory councils,
(6) employment stabilization, (7) records and reports, (8) representation In
court, (9) State-Federal cooperation, (10) employment offices.

Section 12. Acceptance of act of Congress, relating to employment service:
(1) Formal acceptance, (2) State employment service, (3) financing.

Section 13. Reciprocal benefit arrangements with other States.
Section 14. Protection of rights and benefits: (1) Waiver of tights void, (2)

limitation of fees, (3) no assignment or garnishment of benefits.
Section 15. Collection of contributions: (1) Interest on tardy payments, (2)

bankruptcy, (3) court action.
Section 16. Penalties,
Section IT. Unemployment administration fund: (1) Special fund, (2) Federal

aids, (3) employment-service account.
Section 18. Appropriations.
Section 19. Saving clause.
Section 20. Separability of provisions.
Section 21. Effective date.

indicates a completely optional provision.a Two alternative provisions suggested.
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A BILL RElATINO TO ITNEMPLOYIENT COMPENSATION, PROVIDING i"ENALITlE AND

MAKING APPzoP IATIONS

SE("rION 1. SiOrT 7TITIE

This act shall be known nnd may be cited as the "unemployment compensa-
tion law."

SECTION 2. DECLARLATION OF TilE STALE'S PUBLIC PO|,CY

NOTE-The sponsor of a State bill will probably wish to draft the state-
mant of public policy. The following statement Is allorpiriite iil' may
be used If desired, but this pre.se wording is not es-citial t1, con fm'n to
the proposed Federal legislation:

As a guide to the interpretation and apimlicatiton of thil' nwt. th pliblie policy
of this State is declared to be as follows: Evononmie irism'enrily dmm1e to uneIM-
ployment is a serious menace to the health, morals, anot wcliare of the iwoi~o
of this State. Involuntary unemployment Is therefore a sullhet of wueeral
Interest and concern which requires appr(pri:ate .co i n f i e r I -,i-1:tll'ro
to prevent Its spread and to lighten its burden, which now si fen l's with
crushing force upon the unemployed worker nil hiN family. S,-i:! -4,llcily
requires protection against this greatest ha7ard of our coro 'i. [o i'l 1-
can best be provided by requiring !lie system atile at-villiin i ' ,. i ',- ,of
reserve funds, from which cosh lenetits c-11 It c paid to tio--ir \k-- f' -, e N ? r
unemployed. A sound nloelloyitet conlpellnsiol, l:a1w sho:ill ]'I" I I'lml-

courage employers to provide more steady work, t) maintain tlhn imr -in-
power of workers becoming uneuiploved. and thus to recent nno lU6 tihe
seriou; social consequences of poor relief .asslstaiice. The legislature. there-
fore, declares that In its considered judgment the puiblie good aind the vemernl
welfare of the workers of this State reiire the eractnent of thi.s ive:,.lre for
the comiulsory setting aside of unemployment reserve to be used for the
benefit of persons unemployed through no fault nf their owN.

SECTION 3. DEFINITIONS

The following words anti phirses as usted in this net shall have tle following
meanings unless the context clearly requires otherwise:

(1) "Benefit" means the money payable to an employee as cmompens:ition
for his wage losses due to unemployment as provided in tils ;,t.

(2) "Commission" means the Unemployment Compensation ('omnmission
established by this act or its authorized representative.

NonT.-lf another administrative agency than that suggested herein
is useml, the nanie of such agency should ibe abbreviat,.d 11mi dellinled,
and when the word "commission" appears, the ttbrelated amam (f such
agency should be substituted.

(3) "Contributions" means the money payments to the State unemployment
compensation fund pursuant to this act.

(4) Eligibility: An employee shall be deemed "eligible" fur imielits for
any given week of his partial or total'uneployment (occurring subsequent to
any required waiting period) only when he is not dillUanlilteld by any ioro islon
of this act from receiving benefits for such week of unemployment.

(5) "Employee" means any person employed by an employer subject to
this act and In employment subject to this act.

(0) "Employer" means any person, partnership, as-oelation, corporation,
whether domestic or foreign, or the legal representative, trustee In bankruptcy,
receiver, or trustee thereof, or the legal representative of a deceased person,
Including this State and any municipal corporation or other political still-
division thereof,' who or whose agent or predecessor In Interest has eniployeml
at least four persons in employment subject to this act within each of 13 or
more calendar weeks in the year 1935 or any subsequent calendar year: Pro-
vided, That such employment in 193 shall make an employer subject on Jan-
uary 1, 1930, and such employment in any subsequent calendar year shall make

I The Inclusion of the State and local governments as employers Is not required in the
proposed Federal legLlstion. Conraresa does not have the power to tax the may roils of
State and local governments. ani obviously could not require State and local gorern-
ments to contribute to d State unemployment compensation act. It Is suggested, however.
that State and local employees be covered, except those in the employment exempted in
paragraphs (a) to (d) of the "employment" definition below.
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n newly subject employer subject for all purposes as o., January 1 of the cal.
endar year in which such employment occurs. In determining whether an
employer (of any person in the State) employs enough persons to be an "em-
ployer" subject hereto, and in determining for what contributions he is liable
hereunder, be shall, whenever he contracts with any contractor or subcontrac-
tor for any work which is part of his usual trade, occupation profession, or
business, be deemed to employ all persons employed by such contractor or
subcontractor on such work, and he alone shall be liable for the contributions
:measured by wages paid to such persons for such work; except as any such
contractor or subcontractor, who would in the absence of the foregoing pro-
visions be liable to pay said contributions, accepts exclusive liability for said
'contributions under an agreement with such employer made pursuant to gen-
•eral commission rules. All persons thus employed by an employer (of any
person) within the State, in all of his several places of employment main-
tained within the State, shall be treated as employed by a single "emrioyer"
for the purposes of this act: Provided, moreover, That where any person,
partnership, association, corporation, whether domestic or foreign, or the
legal representative, trustee in bankruptcy, receiver, or trustee thereof, or the
legal representative of a deceased person, either directly or through a holding
company or otherwise, has a majority control or ownership of othe wise sepa-
rate business enterprises employing persons in the State, all such enterprises
shall be treated as a single "employer" for the purposes of this act. Any em-
ployer subject to this act shall cease to be subject hereto only upon a written
application by him and after a finding by the Commission that he has not
within any calendar week within the last completed calendar year employed
four or more persons in employment subject hereto. Any employer (of any
person within the State) not otherwise subject to this act shall become fully
subject heretu, upoij filing b> buch emplu)er %sith the Counmibion of his
election to become fully subject hereto for not less than 2 calendar years, sub-
ject to written approval of such election by the Commission.

(7) "E m ployer's reserve account" means a separate benefit reserve account
maintained within the fund for the employer (or group) pursuant to this act.
In determining the year's record or status of an employer's reserve account
(as of December 31), benefits shall be charged against it on the date when
paid, and the employer's contributions payable for the year shall be credited
if paid no later than February 1 of the succeeding year.

(8) "Employment" means any employment in which all or the greater part
of person's work (within the continental United States) Is or was customarily
performed within this State, under any contract of hire, oral or written, ex-
press or implied, whether such person was hired and paid directly by the
employer or through any other person employed by the employer, provided
the employer had actual or constructive knowledge of such contract. Such
employment shall include the person's entire employment (in all States, In-
cluding the District of Columbia). In the case of all other persons employed
partly In tbs State anti partly In other States, the term "employment " shall
include the employment of such persons to the extent prescribed by general
rules adopted by the commission. Except as provided in any reciprocal bene-
fit arrangement made pursuant to this act, "employment" shall not include
any employment included In any unemployment compensation system estab-
lished by an act of Congress.

Nor shall the term "employment" apply to:'
(a) Employment on a governmental relief project approved by the com-

mission.
(b) Employment as an elected or appointed public officer.
(c) Employment by a governmental unit on an annual salary basis.

.(d) Employment as a teacher In a public school, college or university.
(9) "Employment office" means that free public employment office (operated

by the State) or branch thereof nearest to the employee's place of residence
or employment, unless otherwise prescribed by the commission.

(10) An employee's "full-time weekly wage" means the weekly earnings
such employee would average from his employment (by the employer in ques-
tion) if employed at the "hourly rate of earnings" and for the "full-time
weekly hours" applicable to such employee. (Where an employee had or has
concurrentt employments, they shall be combined in determining his full-time
weekly wage for benefit purposes, pursuant to general commission rules.)

"rhe last sentence and exemptions (a) to (d) should be omitted if State and local
awermnents are excluded from the "employer" definition (6) above.



ECONOMIC SECt'IIITY ACT 615

(a) The applicable "hourly rate of earnings" shall be determined by aver-
aging the employee's actual earnings for at least 100 hours of employment by.
the employer, so far as practicable, pursuant to general commission rules.

(b) An employee's "full-time weekly hours" shall mean the standard maxi-
mum weekly hours which can lawfully be worked by' the employee (in the
employment in question) under the applicable Federal code of fair competi-
tion or under any applicable State code ortlaw specifying lower maximum
weekly hours. Where there is no code or law applicable, the employee's full-
time weekly hours shall be determined as follows: There shall be classified
together all those employees usually employed by the employer both at reason-
ably similar work and for substantially the same weekly hours. There shall be
determined the number of weekly hours prevailingly worked by the given class
of employees, for each separate week of the preceding calendar year. There
shall then be averaged such prevailing weekly hours of nll weeks in which
such hours were 30 or more. The resulting average shall constitute the full-
time weekly hours applicable to each employee of the given class for benefit
purposes throughout the current calendar year. Where the commission finds
that the above method cannot reasonably and fairly be applied, It may by
general rule or special order prescribe an equitable alternative method for
determining a full-time standard of not less than 30 weekly hours for benefit
purposes. In the case of any employee who is found by the commission, at
the time he becomes eligible for benefits, to be unable by reason of physical
disab!]ity or by reason of continuing personal obligations (other than employ-
ment) to work half the full-time weekly hours which prevail In such establish-
ment for full-time employees, the commission shall determine his full-time
weekly hours for benefit purposes by averaging his weekly hours for all weeks
(in at least the past 8 months) in which he worked.

(11) "Fund" means the unemployment compensation fund established by
thi9 act, to which all contributions and from which all benefits rcuired under
this act shall be paid.

(12) "Partial unemployment": An employee shall be deemed "partially-
unemployed" in any calendar week of partial work if he fails to earn In
wages (and/or any other pay for personal services, incluing net earnings
from self-employment) for such week at least $1 more than the amount of
weekly benefits for total unemployment he right receive if totally unemployed1
and eligible.

(18) "Pay roll" means the total amount of all wages payable by the em-
ployer to his employees, commencing with wages payable for employment
occurring after the employer becomes newly subject to this act.

(14) "Pooled account" means that portion of the fund which Is mingled
and undivided, as provided in this act. '

(15) "Total unemployment": An employee shall be deemed "totally un--
employed" in any.calendar week in which he performs no wage-earning serv-
ices whatsoever, and for which he 'earns no wages (and no other pay for
personal services, including net earnings from'self-employment), and In which
tie cannot reasonably return to any self-employment in which he has cus-
tomarily been engaged.

(16) "Unemployment administration fund" means the unemployment com-
pensation administration fund established by this act. C

(17) "Wsges" means every form of' remunera(lon for eniployrent received
by a person from his employer, whether paid directly or indirectly by the
employer, Including salaries commissions, bonuses, and the reasonable money
value of board, rent, housing. lodging, payments In' kind, and similar advantages.

(18) "Waiting-perlod unit" means a period (for which no benefits are
payable but during which the employee isIn all other respects eligible) con-sisting of either 1 week of total unemployment or 2 weeks of partial unem-
ploymant, required as a condition precedent' to the receipt of benefits for
subsequent unemployment, as prescribed in this act.

(10) "Week" means calendar week.
(20) "Week of employment" means each calendar week (occurring at least-

1 year after contributions first become generally due under this act from em--
ployers then subject hereto, and occurring' after the probationary period per
different employer required hereunder) within which the person In question,
performed any employment subject to this act for any employer subject to
this act: Provided, Aoicer, That any week (occurring within the customary
school vacation periods) in which an employer employed an employee who
attended a school, college, or university in the last preceding school term, shall
not be counted as a "week of employment" In determining the benefit rights
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of such employee under this act. In the case of an employee working for
several employers in the same week, the apportionment for benefit purposes of
such 

"
week of employment" to one or more of such employers shall be deter.

mined pursuant to general commission rules.

sWEIOi 4. UEIJPLOYMENT COMPENSATON FUND

(1) Fund.-There is hereby created the unemployment compensation fund,
to be administered by the commission without liability on the part of the
State beyond the amounts paid into and earned by the fund. This fund shall
consist of all contributions and money paid into and received by the fund as
provided by this act, of property and securities acquired by and through the
use of moneys belonging to the fund, and of interest earned upon the moneys
belonging to the fund.

(2) Withdracals.-The fund shall be administered in trust and used solely
to y benefits, upon vouchers drawn on the fund by the commission pursuant
to general commission rules, and no other disbursement shall be made there.
from. Such rules shalt be governed by and consistent with any applicable
constitutional requirements, but the procedure prescribed by such rules shall be
deemed to satisfy (and shall be in lieu of) any and all statutory requirements
(for specific appropriation or other formal release by State officers of State
moneys prior to their expenditure) which might otherwise be applicable to
withdrawals from the fund.

Nom.-The first sentence of the above subsection is necessary to conform
to the requirement of the Federal bill that the fund be used exclusively
for the payment of benefits. Administiative expenses will have to be paid
from Federal allotments for this purpose or .from other sources. Attention
is called to the fact that the number of benefit payments to be made frum
the State fund will be extremely large in most States, though the amount
of the individual payments will be small. It is therefore advisable to
utilize a method of withdrawals from the fund which will involve a mini.
mum of administrative expense, consistent with adequate protection of
the fund. In some States the customary procedure for the payment from
public funds would be unnecessarily expensive.

(3) Treaswrer.-The commission shall designate a treasurer of the fund,
who shall pay all vouchers duly drawn upon the fund, in such manner as the
commission may prescribe. He shall have custody of all moneys belonging to
the fund and not otherwise held or deposited or invested pursuant to this
action. The treasurer shall give bond conditioned on the faithful performance
of his duties as treasurer of the fund, in a form prescribed by statute or
approved by the attorney general, and in an amount specified by the com-
mission and approved by the Governor. All premiums upon bonds required
pursuant to this section when furnished by an authorized surety company or by
a duly constituted governmental bonding fund shall be paid from the unemploy-
ment administration fund. The treasurer shall deposit and/or invest the fund
under the supervision and control of the commission, subject to the provisions
of this act.

(4) Deposit.-Ali contributions paid under this act shall up'n collection
be deposited in or invested in the obligations of the "unemp'ilment trust
fund" of the United States Government or its authorized agent, so long as
said trust fund exists, notwithstanding any other statutory provision to the
contrary. The commission shall requisition from the unemployment trust fund
necessary amounts from time to time.

Norm-The above subsection (4) Is necessary to meet the requirements
of the Federal bill.

The wording of the entire section creating the State unemployment
compensation fund is also important, because of constitutional provisions
concerning the custody and management of "State funds" in several
States. Four States (California, New Mexico, Wyoming, and Michigan)
require the deposit of "State funds" or "public funds" in State or national
banks. Since it is anticipated that the United States Treasury will desig-
nate banks within the State to act as its agent, even the constitutional
provisions of these States do not conflict with the requirements of the
Federal economic security bill for the deposit of State unemployment com-
pensation funds with the unemployment trust fund of the United States.

.(5) Pooled account.-Tbe commission shot[ maintain within the fund a
pooled account, In accordance with the following requirements: There shall be
credited to such pooled account (a) the contributions of each employer, to the
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extent of -' percent of his pay roll; and (b) all realzing earnings, gains, or
losses on investments of the funds; and (o) any balance remaining in the re-
serve account of an employer after he has for any reason ceased to be subject
to this act, except as the commission may in such case apportion (to any suc-
cessor employer's reserve account) all or part of the assets and benefit lia-
bilities of the reserve account of such former employer! 'Te fund's pooled
account, as thus constituted, shall be mingled and undivided. It shall pay
benefits to all eligible employees, but only when (and to the extent that) the
reserve accounts of their employers cannot, because exhausted, pay the benefits
due such employees.

(6) Employer accounts.-The commission shall maintain within the fund a
separate benefit reserve account for each employer; and shall credit to such
account all amounts contributed to the fund by the employer, excepting his
required contributions to the fund's pooled account. Each employer's reserve
account shall, unless exhausted, pay to his eligible employees all their benefits
duly chargeable under this act against their weeks of employment by such
employer. In determining when and for how long an employer's reserve
account is exhausted, the commission shall consider only the employer's paid
nnd payable contributions, to the exclusion of any accrued contributions not
yet due for payment. Any employer may at any time make voluntary pay-
ments, additional to the contributions required under this act, to his reserve
account In the fund, pursuant to general commission rules. Whenever two or
more employers file an application to merge their several reserve accounts in a
joint (group) account in the fund, as if they constituted a single employer, the
commission shall maintain such joint account (as if It were a single employer's
reserve account), subject to such general rules for the conduct and dissolution
of Joint accounts as it may prescribe.

SErON 5. ooN0MIBrIoNs
(1) Payment.-On and after the 1st day of January 1930, contributions

shall accrue and become payable by each employer then subject to this act.
Thereafter contributions shall accrue and become payable by any new em-
ployer on nnd after the date on which he becomes newly subject to this act.
The contributions required hereunder shall be paid by each employer in such
manner and at such times as the commission may prescribe.

(2) Standard rate of contrlbution#.--The total contributions regularly pay.
able by each employer shall be an amount equal to 8 percent of his pay roll,
except as otherwise provided in this act.

Nom'ra-The Federal pay-roll tax on employers (under the economic
security bill) will be 3 percent for the year 1938, and thereafter.

For the years 1936 and 1937, however, the tax rate (which will depend
on a Federal index of production) may be 3 percent, 2 percent, or 1 per-
cent. (Of course all provisions of the Federal bill are subject to possible
change by Congress.)

Any State which desires to make its 198 and 1937 contribution rates
correspond exactly to the tax-rate clauses, of the Federal security measure
(as introduced) can use the following language:

(Optioaol prc*fon)
(3) 1938 and 1937 con trutsifon rate#.-Tbe total contributions payable by

each employer for the calendar years 1M38 and 1937 shall be determined as
follows, (a) If the Federal Reserve Board's adjusted index of total industrial
production averages, for the year ending September 80, 1035, not more than
84 percent of Its average for the years 1923-25, Inclusive, the commission shall
certify that fact to the secretary of state, and each employer shall contribute
for the calendar year 196 an amount equal to 1 percent of his pay roll; (b)
if such index averages, for such year, more than 84 percent but less than 95
percent of such earlier average, such fact shall be so certified, and each em.
ployer shall contribute for the calendar year 1036 an amount equal to 2 per-
cent of his pay roll; (o) if such index averages, for the year ending September

I This figure Is 1 percent, In the pending economic security measure, but is, of course,
subject to final action by Congress. c i

*Contributions by employes might cause some administrative complications It paid Into
separate employer accounts. If employee contributions are neverheless rulred by a
S tats taw or this 11rese~rs ft tpe they could bs paid Into the fund's "pools account 4by isert ng the following words (atthe p oint above Indicated) "; and (d) all con.
tributions required from employees under IbIs act."
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40, 1930, not more than 84 percent of such earlier average, such fact shall be
so certified, and each employer shall contribute for the calenidar year 1937
an amount equal to 1 percent of his pay roll, except that In no event shall
the measure of contributions for the calendar year 1937 be less than the
treasure of contributions for the calendar year 1938; (d) if such index aver-
ages, for the year ending September 30, 193, more than 84 percent but less
than 90 percent of such earlier average, such fact shall be so certified, and
each employer shall contribute for the calendar year 1037 an amount equal to
2 percent of his pay ro)l, except that in no event shall the measure of contri-
butions for the calendar year 1937, be less than the measure of contributions
for the calendar yfar 1936.

Nom-The following provision, for contributions to be paid by all
employers to a "pooled account ", will help to assure uniform benefit pro-
tection to all employees, since benefits will be lpald from this "equaliza-
tion" fund to any employee after the reserve account of his employer has
been exhausted.

(4) Conritbutlo to pooled account.-Of his total contributions required
hereunder, each employer shall at all times contriliute -' percent on his pay
roll to the fund's pooled account.

NoTE.-The following provisions, which are vital to any measure of the
"reserves" type, are designed: (a) To assure that each employer's ac-
count will be or become adequate for benefit purposes; and (b) to assure to
each employer in advance a higher or lower contribution ate, based di-
rectly on his own unemployment and bcaneflt experlence; And thereby (c)
to encourage each employer to provide more steady employment.

(5) Future total rates, based on benefit experience.-The total contribution
rate required of each employer shall (after he has contributed for at least 3
years) be based

' 
directly on the contribution and benefit experience of his

reserve account in the fund, and shall be determined by the commission for
each calendar year, at its beginning, pursuant to all the following conditions:

(a) If the benefits payable from an employer's reserve a.,count within
any calendar year are greater than his contributions to such account for

such year, his contribution rate for the next calendar year shall Increase 1
percent on his pay roll, unless his reserve account then equals at least -s
percent of his pay roll for the last completed calendar year, or shall be Increased
to the standard rate of contributions, whichever is higher.
(b) No employer's contribution rate shall be le5s than the standard rate of

contribution unless he has had benefit experience throughout the most recently
complctcd calendar year without the benefits payable from his reserve account
within such year being scaled down or paid by the fund's pooled'account, and
unless his reserve account at the start of the calendar year equals at least -
times the largest amount of benefits paid from such account within any of
the -1" most recently completed calendar years.

(a) If an employer's reserve account at the start of the given calendar year
equals at least -0 percent of his pay roll for the preceding calendar year,
s total contribution rate shall be reduced to -00 percent on his pay roll

throughout the given year.

NoTE.-This section Is required by the proposed Federal act, which
specifies as minimum requirements:
SP1 percent.
* 1 percent.

These figures arpsubJect to final action by Congress, amendments to lower
them are under consideration. If adopted, a provision along the following
line would be appropriate:

(Alternative provision)
(Not now permitted under the Federal bill)

(c)' If an employer's reserve account at the start of the given calendar year
equals at least 7% percent of his pay roll for the preceding calendar year, his
total contribution rate shall be reduced to 1% percent on his pay roll through-

IThis figure Is 1 percent, under the pending economic security measure, but is, of course,subjet to final action by Congress. '
$Opffonsl protson. Tbe Federal measure as introduced does not require this provislon-

or sperfy any figure. but i recent Is here suggested.
aOptona! pr -The on.XThFederal measure as Introduced does not specify thse figures.

Is Suggested at this point.
""'Three" Is suggested at this second point.
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out the given calendar year; and it his account thus equals at least 12 percent
of such preceding pay roll, his total contribution rate shall be reduced to.
one-half of 1 percent on his pay roll throughout the given calendar year.

Nor-Contrbutlons by employees might cause some administrative com-
plications if paid into separate employer accounts. If a State nevertheless
desires to include employee contributions In a bill of this "reserves" type,
the following subsection (6) could be used:

(Optional pro'ision)

(6) Contributions by employee.-Each employee shall contribute to the
fund's pooled account 1 percent of his wages. Each employer shall be respon-
sible for withholding such contribution from the wages of his employees, shalt
show such deduction on his pay-roll record, and shall transmit alt such
contributions to the fund pursuant to general commission rules.

No'm.-No State is required to include the foregoing subsection (6). It
Is being set forth here for due consideration by each State.

Worker contributions can't be offset or credited against the Federal
tax on pay rolls, which is payable by employers alone. Hence the inclu-
sion by a State of subsection (0) would not be a substitute for, but rather
an addition to, the contributions above required from employers.

Additional contributions to the fund, from any source, would of course
make possible additional benefits from the fund. (See the "actuarial
memorandum" as to what benefits could be paid with additional contrlbu-
tioni.)

SEIION 6. BENEFfTS

(1) Payncta of bcneif.-After contributions have been due under this
act for 2 years benefits shall became payable from the fund to any employee
who thereafter is or becomes unemployed and eligible for benefits, based on
his weeks of employment as defined In this act, and shall be paid through the
employment office at such times and In such manner as the commission may
prescribe.

Nom-The above provisions should not be altered, since the proposed
Federal bill requires as a condition for the allowance of credit against
the Federal pay-roll tax that payment of all compensation must be made
'through the public employment offices in the State and must commence
2 years after contributions are first made under the State law.

(2) Weekly benefits for total siwmmploynient.-An employee totally unem.
plo)ed and eligible In any week shall be paid benefits (computed to the nearest
half-dollar) at the rate of 50 per centum of his full-time weekly wage, with
maximum benefits of $15 per week and minimum benefits of $-

- a 
per week.

Nom-The maximum weekly benefit of $15 per week indicated here
is open to change by the State. It is not required by the Federal bill.
It Is presumed that each State will desire to fix a maximum which it
deems appropriate in the particular State. Official commissions on un-
employment Insurance in New York, Ohio, California, and Virginia have
recommended a maximum of $15 per week, while the New Iampshire
commission recommended $14. The maximum in the Wisconsin law is $10,
but the contribution rate Is 2 percent.,

(3) Weekly benefits for partial unemployment.--An employee partially un-
employed and eligible In any week shall be paid sufficient benefits so that his
week's wages (and/or any other pay for personal services, Including net earn-
nings from self-employment) and his benefits combined will be $1 more than
the weekly benefit to which he would be entitled if totally unemployed in
that week.

Nor.-The above subsection (3) is open to change by the State. How.
ever, unless larger contributions than a rate of 3 percent are required, it
is suggested that partial benefits should be limited as above provided.
This provision gives only a small advantage In total compensation to the

i States may also wish to fix a minimum weekly benefit for total unemployment. Senate
bill no i of Sew York provides a minimum of $5. Few of the proposed unemployment
compensation bills provide for any minimum. Practically all of the special commissions
which hare studied unemployment ct, peasatlon In this country bave recommended that
the bevefit rates be set at be percent of the full-time weekly earnings. With contributions
of 3 percent. or even 4 porpent, tbis Is about the maximum weekly rate of benefit whl
can be provided, unless the duration of benefits Is shortened. It b enerally thought
advisable to fix the benefit rates at this figure, and to adjust the duration ct beneflts and
the waiting period to meet the employment experience or the State.

116807-35---40
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partially employed person over the totally unemployed person; but it must
be remembered that the person who is drawing partial benefits is rnot
thereby exhausting his benefit rights as rapidly as the person who is draw-
ing total benefits. While it would be desirable to provide more liberal ben.
efits to partially unemployed persons, It must be recognized that the pri-
mary purpose of the fund is to provide protection to employees who are
totally unemployed. Also, it i desirable to avoid large numbers of small
claims for small amounts of partial unemployment because of the excessive
administrative costs which would be Involved.

(4) One-to-foun ratio of benefits to employmcnt-The aggregate amount of
benefits an employee may at any time receive shall be limited by the number
of his past weeks of employment against which benefits have not yet been
charged hereunder. Each employee's benefits shall be thus charged against
his most recent weeks of employment available for this purpose. Each em-
ployee shall receive benefits in the ratio of one-quarter week of total uneu-
ployment benefits (or an equivalent amount, as determined by general corm-
mission rules, of benefits for partial unemployment or for partial and total
unemployment combined) to each week of employment of such employee occur.
ring within the 104 weeks preceding the close of the employee's most recent
week of employment.

NoTE-This ratio will serve to guard the fund against excessive pay-
ment of benefits to those with only a limited amount of previous employ-
ment to their credit. The ratio may be lowered to 1 to 3 if it is desired
to liberalize this provision, or raised to 1 to 5 if it is desirdto iro wake
benefit requirements more stringent; but this would modify the actuarial
basis of this bill to some extent.

(5) Mazimum iceeks of benefit in any year.-Benefits shall be paid each
employee for the weeks during which he is totally or partially unemployed
and eligible for benefits, based on his past weeks of employment; but not more
than -" weeks of total unemployment benefits (or an equivalent total amount,
as determined by commission rules, or benefits for partial unemployment or for
partial and total unemployment combined) shall be paid any employee for his
weeks of unemployment occurring within any 52 consecutive weeks.

.(6) Lwnp-sum benefit optlon.-In lieu of paying to an eligible employee
in weekly (or other) Installments the maximum amount of benefits to which
his past weeks of employment might entitle him under this act (in case he
remained continuously unemployed and eligible), the commission may dis-
charge the fund's entire benefit liability to such employee, based on his past
weeks of employment, by paying him a lump sum equalling not less than 50
percent nor more than 80 percent of said maximum amount of benefits. But
lump-sum payments shall be thus made only in unusual cases (such as when the
employee has no prospect of securing further employment in the locality, but
may secure employment elsewhere). The commission shall by general rules de-
termine on what percentage basis and under what unusual conditions such lump-
sum payments shall be made, and each such case shall be subject to specific
approval by the commission.

Novs-This provision is dealgned to encourage workers who have no
further prospect of employment in the community (e. g., because of aban-
donment of a factory or mine) to seek employment elsewhere, rather than
to remain In the community until their benefit rights are exhausted.

(7) Additional benefit& (l.to-20 rolto).i-An eligible employee who has re-
ceived the maximum benefits permitted under subsection (5) slall receive
additional benefits in the ratio of 1 week of total unemployment benefit (or
its equivalent) to each unit of 20 aggregate weeks of employment occurring
within the 260 weeks preceding the close of the employee's most recent week
of employment, and against which benefits have not already been charged
under this act. Such additional benefits shall be charged against the employee's
most recent weeks of employment available for this purpose.

if A maximum duration of 16 weeks baa been most discussed, based on estimates of what
could have been provided if b unemployment compensation system embodying the stand-
ards contained in this bill had ,neen in operation from 1922-30 in the United States as a
whole during that period. It a State has had more unemployment than the average for
the United States It would oe aovlsable for such S tate to provide for a shorter maximum
duration of benefits than 15 weeks. Each State is advised to consult the -nctuarlai
memorandum " aewompanyln t this bill, to ascertain the maximum number of weeks of
benefits it can safely prorid,
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NoTr -The above provision is recommended because foreign experience
indicates that a large proportion of employees will draw no benefits for a
number of years. These employees will have an especially valid claim to
the additional benefits provided here, when because of a depression or
technological change they lose their jobs and are unable to find other work.

SECTION 7. BENEFIT ELIGISILITY CONDITIONS

(1) Requfred probationary per(od.-An employee shall be deemed eligible for
benefits, based on his employment by a given employer, only after he has been
employed' by such employer either on a monthly salary basis for 1 monti or
within any 4 weeks (subsequent to the first year of contributions under this act
or to any later date on which the employer In question first becomes subject to
this act). Where the commission finds, as to any definitely exceptional class of
employees such as indentured apprentices, that the fitness of the employer to
learn the given type of work cannot reasonably be determined within such 4
weeks or 1 month, the commission may by general rule approve for such class
a longer maximum probationary period (included within 12 or less consecutive
weeks), subject to such restrictions as the commission deems reasonable under
the circumstances.

Novrm.-The above subsection (1) is designed to restrict benefit payments,
in the case of workers making frequent changes in employment. It also
affords each employer a limited but adequate chance to try out a new
employee, without benefit liability in-case the employee proves unsuited
to the work. Tho probationary service period (per employer) should not
be lengthened, because that would stimulate irregular, casual hiring and
firing and would run counter to the purposes of the act.

(2) Availability and registration for cork.-An employee shall not be eli.
gible for benefits In any week of his partial or total unemployment unless in
such week he is physically able to work and available for work, whenever
duly called for work through the employment office. To prove such available.
ity for work, every employee partially or totally unemployed shall register for
work and shall file claim for benefits at the employment office, within such
time limits and with such frequency and in such manner (in person or it
writing) as the commission may by general rule prescribe. No employee shall
be eligible for benefits for any week in which he fails without good cause to
comply with such registration and filing requirements. A copy of the com.
mission's rules covering such requirements shall be furnished by it to each
employer, who shall inform his employees of the terms thereof when they
become unemployed.

(3) Waiting period.-Benefits shall be payable to an employee only for his
weeks of unemployment occurring subsequent to a "waiting period" whose
duration shall in each case be determined as follows:

(Alternative A) : -y waitiug.period units shall be required of the employee
per each different employer by whom he has been employed within the 52
weeks preceding the start of such waiting period.

There shall not be counted toward an employee's required waiting period
any week of total or partial unemployment In which he is ineligible for bene-
fits under subsection (2), (4), (5), (6), or (7) of this section.

(Alternative B) : An aggregate of - waiting.perlod units shall be required
of the employee within the 52 weeks preceding the start of any given week
of unemployment.

There shall not be counted toward an employee's required waiting period
any week of total or partial unemployment in which he Is Ineligible for bene-
fits under subsection (2), (4), (5), (6), or (7) of this section.

(4) During trade disputc#.-An employee shall not be eligible for benefits
for any week in which his total or partial unemployment is directly due to a

VI In view of Ihe above provision. for a separate waiting period per employer, Ibis figure
should not be set very high. If "two" were specified above an employee who worked for
2 different employers would serve a 4 weeks' waiting perloa.

24 The Committee on Economic Security takes no position as to what the length of the
waiting period should be. The State may specify a waiting period of 2, 3, or 4 weeks, or
any other period it considers suitable. It should be emphasized, however, that a long
waiting period will result In a considerable saving to the fund because of the large amount
of unemployment of 2 or 3 weeks' duration, and that such saving will make possible a
longer maximum duration of benefits to those unemployed longer than the waiting period.
The "Actuarial Mensoradum " accompanying this bill should be consulted, and the
appropriate adjustment rhade In the maximum duration of benefits allowed.
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labor dispute still in active progress in the establishment in which he is or
was last employed.

(5) Voluntary leacing.-An employee who has left his employment volun-
tarily without good cause connected with such employment shall be ineligible
for benefits for the week in which such leaving occurred and for the 3 next
following weeks: Provtded, mreotr, That such weeks shall be charged (as if
benefits for total unemployment had been paid therefor) against the em.
ployee's most recent weeks of employment (by the employer lit question) against
which benefits have not previously been charged hereunder.

Nor.-The above subsection (5) is considered to be equitdble. The
loriod of disctualification may, of course, be lengthened, or the person quit.
ting voluntarily without reasonable cause may be entirely disqualified, if
the State so desires.

(0) Discharge for mixfwnduct.-An employee who has been discharged for
proved misconduct connected with his employment shall thereby become In-
eligible for benefit for the week in which such discharge occurred and for not
less than the three nor more than the six next following weeks, as determined
by the commission in each Individual case: Proridcd, morcorer, That the ineli-
gible weeks thus determined shall be charged (as If benefits for total unem-
ployment had been paid therefor) against the employee's most recent weeks of
employment (by the discharging employer) against which benefits have not
previously been charged hereunder, and shall also be counted against his max.
mum weeks of benefit per year.

Nomc-The above provision leaves desirable flexibility, so that the penalty
can be varied to suit the ,ircum.tances of each individual ease.

The following Is a more rigid (alternative) provision:

(0) Discharge for si;^co i -- An emloyee who has been discharged for
proved misconduct contcted with his employment shall thereby become ineli-
gible for any further benefits based on his past weeks of employment by the dis-
charging employer, n:d also ineligible for benefits (based on other employment)
for the week in which sud 011-charpe occuri (l ard for the tbrce next followihig
weeks: Prorided, morcov'cr, That such weeks shall be counttd (as if benplits.
for total unemployment had been pald therefor) against the employee's maxi-
mum weeks of benefit per year.

(7) Refusal of suitable ernplolrnwnt.-If an otherwise eligible employee falls,
without good cause, either to apply for suitable employment when notified by
the employment office, or to accept suitable employment when offered him he
shall thereby become ineligible for benefits for the week In which such failure
occurred and for the 3 next following weeks: Prorvied, moreover, That such
weeks shall be charged (as If benefits for total unemployment had been paid
therefor) against the employees' most recent weeks of employment against
which benefits have not previously been charged hereunder, and shall also be
counted against his maximum weeks of benefit per year.

iSuitable employment" shall mean any employment for which the employee
in question is reasonably fitted, which Is located within a reasonable distance
of his residence or last employment, and which Is not detrimental to his health,
safety, or morals. No'employment shall be deemed suitable, and benefits shall
not be denied under this act to any otherwise eligible employee for refusing to
accept new vorL, ,under any of the following conditions: (a) If the position
offered is v,.ant di.' directly to a strike, lockout, or other labor dispute; (b) if
the wages, hours, and other conditions of the work offered are less favorable to
the employee than those prevailing for similar work in the locality; (o) If
acceptance of such employment would either require the employee to Join a
company union or would interfere with his Joining or retaining membership In
any bona fide labor organization.

Nor.-The above definition of "suitable employment" Is required in the
Federal bill, and the wording of the entire last sentence should not be
altered.

(Ogpttonal proNVion)

(8) RmploVees barred from benefits by wage dsqualjkcottox.-An employee
shall not be eligible for any benefits whatever based on his past weeks of
employment by a given employer, If he loses his employment with such em-
ployer after being regularly employed by him (for at least 20 out of the last
24 calendar months) on a minimum salary basis (payable and paid, for each
of such 20 months, whether or not the employer had wage-earning work avail-
able for the employee) amounting to at least $-- per month.
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Nova-No State Is required to Include in Its law the above subsection

(8). Any dental of benefits to an employee, because his wages have been
relatively high, Is very complicated to administer and apt to be inequitable
In many cases.

The $15 weekly benefit maximum will in Itself result In higher-pai
workers receiving in benefits a relatively lower percentage of their full.
time weekly wages.

If some wage disqualiflcation Is to be used, it should not be based on
mere hourly or weekly wage rates but rather on annual (salary) earnings.

Hence, the above subsection is set forth (as the best provision of this
type) without being recommended.

sEovroN S. sUM'LEMENT OF BENETIT CLASIS

NOTE ON IANDLING CLAiMs.-The following section has the great advan.
tage of leaving the appeal arrangements flexible, so that they can he set
tip (and changed) by the administrative authority after further study and
experience, without the necessity of legislative amendments

11) Filing.-Benefit claims shall be filed at the employment office, pursuant
to general commission rules.

(2) Initial determinatiln.-A deputy designated by the commission shall
promptly determine whether or not the claim is valid, and the amount of
benefits apparently payable thereunder, and shall duly notify the employee and
his most recent employer of such decision. Benefits shall be paid or denied
accordingly, unless either party requests a hearing within 5 calendar days after
such notification was delivered to him or was mailed to his last known address.

(3) Appeats.-Unless such request for a hearing is withdrawn, the claim
thus disputed shall be promptly decided, after affording both parties reasonable
opportunity to be heard, by such appeal tribunal as the commission may desig-
nate or establish for this purpose. The parties shall be duly notified of such
tribunal's decision, which shall be deemed a final decision by the commission
except in cases where the commission acts on Its own motion or, pursuant to
general rules, permits the parties to initiate further appeal or review.

(4) Appeal tribunala.-Io hear and decide disputed claims, the commission
may establish one or more appeal tribunals consisting In each case of one full.
time salaried examiner (or commissioner) who shall serve as chairman, and of
two other members, namely an employer or representative of employers and an
employee or representative of employees, who shall each be paid a fee of not
more than $10 per day of active service on such tribunal (plus necessary
expenses) and shall serve until replaced by the commission, exept that no
person shall hear any case In which he is a directly Interested party. The
chairman of such appeal tribunal may act for it at any session in the absence
of one or both other members, provided they have had due notice of suvih
session.

(5) Procedure.-The manner In which claims shall be presented, the reports
thereon required from the employee, and from employers, and the conduct of
hearings and appeals shall be governed by general commission rules (whether
or not they conform to common law or statutory rules of evidence and other
technical rules of procedure) for determining the rights of the parties. A fill
and complete record shall be kept of all proceedings in connection with a ils-
puted claim. All testimony at any hearing shall be taken down by a stenog-
rapher, but need not be transcribed unless the disputed claim is further
appealed.

(6) Commission reric.-The commission shall have the power to remove
or transfer the proceedings on any claim pending before a deputy, appeal
tribunal, or commissioner; and may on Its own motion withinn 10 days after
the date of any decision by a deputy, appeal tribunal, commissioner, or by
the commission as a body) affirm, reverse, change, or set aside any such decl-
slon. on the basis of the evidence previously submitted In such case, or direct
the taking of additional testimony.

(7) Appeal to courts.-Except as thus provided, any decision (unless ap-
pealed pursuant to general commission rules) shall. 10 days after the date of
such decision, become the final decision of the commission, and all findings
of fact made therein shall (In the absence of fraud) be conclusive; and such
decision shall then be subject to judicial review solely on questions of law.
Such Judicial review shall be barred unless the plaintiff party has used and
exhausted the remedies provided hereunder and has commenced judicial action
(with notice to the commission) within 10 days after a decision hereunder
has become the final decision of the commission In the disputed case.
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(8) Oaths and tnes#e.-In the discharge of their duties under this section
any deputy, any member of an appeal tribunal, and any examiner, commis-
sioner, or duly authorized representative of the commission shall have power
to administer oaths to persons appearing before them, take depositions, certify
to official acts, and by subpenas (served In the manner In which court subpenas
are served) to compel attendance of witnesses and the production of books,
papers, documents, and records necessary or convenient to be used by them in
connection with any disputed claim. Witness fees and other expenses involved
In proceedings under this section shall be paid to the extent necessary, at rates
specified by general commission rules, from the unemployment administration
fund, I

MOTION 9. COURT REVIEW

(Not drafted because of differences In State courts, etc.)

Each State should draft a section consistent with its judicial structure and
procedure. This section should specify: (1) Type of legal action, (2) the
court or courts to be used, (3) transmission by the commission of the record
in the case, (4) assessment of court costs, and so forth.

Some States have, under their accident compensation laws, found it desir.
able to have a single court handle all such cases, thereby developing a tribunal
with specialized knowledge and experience in this field. Such procedure might
well be followed in the new field of unemployment compensation.

Note on admfnistralfre organfiation (possible types).-'The work Involved
in the administration of a State unemployment compensation law will be very
considerable.

The administrative expenses (including the operation of public employment
offices), Judging by experience abroad, will be at least 10 percent of the
annual contributions. For each million of population, If the State's employ-
meat and wage rates are about the average of the entire country, unemploy-
ment compensation contributions (at 3 percent) would average about $3,500,00
annually under existing conditions, and the administrative expenses (at 10
percent) would be about $350,000 annually (per million of population) after
benefits start. (Federal grants wi' cover most of these administration costs,
providEd the State administration complies with Federal standards.)

Hence, many States will desire to create a new full-time cobmlsinn, suitable
for dealing with the many new accounting, legal, and administrative problems.
This bill embodies the organization of such a commission (see sect. 10 below),
briefly as follows:

1. Administration by a new salaried commission of three members, which
will determine the policies, adopt necessary rules and regulation, act as the
board of review for appealed cases, and have general supervision of the routine
administration through a director or a secretary.

However, some States, in the light of their present administrative organiza-
tion or because of a smaller volume of work, may wish to consider the follow.
Ing alternative plans of organization:

2. Administration under the present labor department, but with a new divi-
sion headed by an executive director In direct charge of administering the
unemployment compensation act and the employment offices. If this is done,
a part-time or full-time commission to help in formulating general policies and
to review appealed benefit cases is desirable.

3. A new part-time (per diem) board, with a salaried executive director.
Such a part-time board would review appealed benefit cases, have jurisdiction
over general policies, pass upon rules and regulations, and be responsible for
the administration, selecting the director who would be subject to the board.
(Such a part-time board should be used in smaller States.)

4. Administration by a single new commissioner, with a part-time (per
diem) board appointed by him. Such a part-time board might well review
appealed benefit cases, and would advise the commissioner on general policies.
(Such part-time board should be used only In smaller States.)

SECTION 10. UNKMPWUT&ZT COMPENSATION OoUMSIOX

(1) OrganizatIon.-There is hereby created a commission of three members,
to be known as the Unemployment Compensation Commission of ------------

(State)
The members of the commission shall be appointed by the Governor within 0(
days after the passage of this act. The commissioners thus appointed shall
serve, as designated by the Governor at the time of appointment, 1 for a term



ECONOMIC SEOURITY AOT 625

of 2 years, 1 for a term of 4 years, and I for a term of 6 years. At the expira-
tion of such initial terms appointments shall be made for a term of 6 years in
each case. Any appointment to a vacancy shall be for the unexpired term in
question. No commissioner shall, during his term of office, engage in any
other business, vocation, or employment, or serve as an officer or committee
member of any political party organization. The Governor may at any time,
after public hearing, remove any commissioner for gross inefficiency, neglect
of duty, malfeasance, misfeasance, or nonfeasance in office.

(2) Salaries.-Each commissioner shall be paid a fixed monthly salary, at
the rate of - thousand dollars per year of service, from the unemployment
administration fund.

NoTz-To secure persons with ability, training, and experience reason-
ably equal to their new and difficult task, the State should expect to pay
each commissioner approximately $2,000 per million of State population,
but not less than $4,000 In any event.

(3) Quorum.-Any two commissioners shall constitute a quorum to transact
business. No vacancy shall Impair the right of the remaining commissioners
to exercise all of the powers of the commission, so long as a majority remain.
The commission shall determine its own organization and methods of procedure.

SECTION 11. ADM1NISTLTiON

(1) Duties and poicere of oommisslon.-It shall be the duty of the commis-
sion to administer this act; and it shall have power and authority to adopt
and enforce all reasonable rules and orders necessary or suitable to that end,
and to employ any persons, make any expenditures, require any reports, and
take any other action (within Its means and consistent with the provisions of
this act) necessary or suitable to that end. Annually, by the 1st day of
February, the commission shall submit to the Governor a summary report cov-
ering the administration and operation of this act during the preceding calendar
year, and making such recommendations as the commlsson deems proper.
Whenever the commission believes that a change In contribution and/or benefit
rates will become necessary to protect the solvency of the fund, It shall at once
Inform the Governor and the legislature thereof, and make recommendations
accordingly.

(2) Gereral commission rules.-General rules, Interpreting or applying this
act and affecting all (or classes of) empluyerti, employccM or other perxona or
agencies, shall be adopted by the commission only after discussion with a
representative State-wide advisory council (constituted as hereinafter
described) or after public hearing (before the commission) of which notice
has been given through the press. Such general commission rules shall, upon
adoption by a majority of the commission, be duly recorded in its minutes and
be filed with the secretary of state, and shall thereupon take legal effect. Such
rules may be amended, in the same manner as is above provided for their
adoption.

(3) Publfkatlox.-The commission shall cause to be printed in proper form
for distribution to the puolic the text of this act, the commission's general rules,
Its annual report to the Governor, and any other material the commission deems
relevant and suitable, and shall furnish the same to any person upon applica.
tion therefor; and such printing and availability upon application shall be
deemed a sufficient publication of the same.

(4) Personnel.-The commission Is authorized, within its means, to appoint
and fix the compensation of such officers, accountants, attorneys, experts, and
other persons as are necessary in the execution of its functions. All positions
in the administration of this act shall be filled by persons selected and appointed
on a nonpartisan merit basis, under rules and regulations of the commission.
The commission shall not employ or pay any person who is serving as an officer
or committee member of any political party organization. The commission
shall fix the duties and powers of all persons thus employed, and may authorize
any such person to do any act or acts which could lawfully be done by a
commissioner. The commission may in its discretion bond any person handling
moneys or signing checks hereunder.

Norm-A nonpartisan merit basis must be used, to secure any Federal
money for administrative costs.

(5) Adt&o- oounofle.-The commission shall appoint a State-wide advisory
council and local advisory councils, composed in each case of equal numbers of
employer representatives and employee representatives (namely of persons who



626 EC0NoMo1 SECURITY AOT

may fairly be regarded as thus representative because of their vocation, em.
ployment, or affiliations), and of such members representing the public generally
as the commission may designate. Such councils shall aid the commission in
formulating policies and discussing problems related to the administration of
this act and In assuring impartiality, neutrality, and freedom from political
influence in the solution of such problems. Such advisory councils shall serve
without compensation, but shall be reimbursed for any necessary expenses.

(6) Employment ulabilization-It shall be one of the purposes of this act
to promote the regularization of employment in enterprises, localities, indus-
tries, and the State. The commission, with the advice and aid of Its advisory
councils, shall takb all appropriate steps within its means to reduce and pre-
vent unemployment; to encourage and assist In the adoption of practical
methods of vocational training, retraining, and vocational guidance; to Investl
gate, recommend, advise, and assist in the establishment and operation, by
municipalities, counties, school districts, and the State, of reserves for public
works to be used in times of business depression and unemployment; to promote
the reemployment of unemployed workers throughout the State in every other
way that may be feasible; and to these ends to employ experts and to carry
on and publish the results of investigations and research studies.

(7) Records and reports.-Every employer (of any person In this State)
shall keep true and accurate employment records of all persons employed
by him, and of the weekly hours worked for hin by each, and of the weekly
wages paid by him to each such person. Such records shall be open to
Inspection by the commission or Its authorized representatives at any reasonable
time and as often as may be necessary. The commission may require from
any employer (of any person In this State) any reports covering persons
employed by him, on employment, wages, hours, unemployment and related
matters, which the commission deems necessary to the effective administration
of this act. Information thus obtained shall not be published or be open to
public Inspection in any manner revealing the employer's identity, and any
commission employee guilty of violating this provision shall be subject to
the penalties provided In this act.

(8) Representation in court.-On request of the commission the attorney
general shall represent the commission and the State In any court action
relating to this act or to its administration and enforcement, except as special
counsel may be designated by the zommisslon with the approval of the Governor
and except as otherwise provided in this Act.

(9} State-Federaln eooperattion.-The commission is hereby authorized atid
directed to cooperate In all necessary respects with the appropriate agencies
and departments of the Federal Government, in the administration of this
act and of free public employment offices; and to make all reports thereon
requested by and directly interested Federal agency or. department; and
to accept any sums allotted or npportioned to the State for such administra-
tion, and to comply with all reasonable Federal regulations governing the
expenditure of such sums.

(10) Employment Offlcee.--'he commission Mhall establish and intlaln such
free public employment offices, including such branch offices, as may be
necessary for the proper administnitlon of t)s act. The cornmlsslon shall
maintain a division for this purpose. The existing free public employment
offices of the State (if any) shnll be transferred to the jurisdiction of such
division; and upon such transfer all duties and powers conferred by law upon
any other department, agency, or officer relating to the establishment, mat..-
tenance, and operation of free public empldyjnent offices shall be vested In
such division. All moneys thereafter made available by' or received by the
State for the State employment service shall be paid to (iand expended from)
the unemployment administration fund, and n special "employment service
account" shall be maintained for this purpoe as a part of said fund.

8EC-"10 12. ACCE lANCE OF ACT OF CONORE.5S, REATINO TO EMPLOYSI11NT SERVICE

(1) Formal aooeptaace.-The State hereby 'accpts the provisions of the
Wagner-Peyser Act approved June 0, 1H3 (48'Stut. 113, U. S. C., title 29,
sec. 49 (c), "An act to provide for the establishment of a national employ-
ment system and for cooperation with the States in the promotion of such
system, and for other purposes," In conformity with section 4 thereof, and will
observe and comply with the requirements of M1i1 act of Congress.

(2) State-empolhment aerrtce.-T'bere Is h i tby created, under the Unem-
ployment Compensation Commisslodl; i& divilrdn to be knowvn as the"
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State Employment Service", which shall be affiliated with the United States
Employment Service. Thr said division is hereby designated and con-
stituted the agency of thI State for the purposes of the Wagner-Peyser Act.
The said division shall be administered by a full-time salaried director, who
is hereby given full power to cooperate with all authorities of the United
States having powers or duties under the said act of Congress and to do and
perform all things necessary to secure to this State the benefits of the said
act of Congress in the promotion and maintenance of a system of public
employment offices.

(8) Finanofng.--All moneys made available by or received by this State
under said act of Congress shall be paid into a special 11 employment service
account" in the unemployment administration fund, and said moneys are
hereby appropriated and made available to the "1 State Employment
Service" to be expended as provided by this act and by said act of Congress.

NoXr-.The Federal economic security measure requires that the State
accept the provisions of the Wagner-Peyser Act for the establishment of
aii effective system of public employment offices.

The above section can Ix, used for this purpose and can properly be
included in this bill even, where the State has already accepted the Wagner-
Peyser Act.

This bill places the State emplo) ment service under the commission
administering the unemployment conilviesaiion law, as is proper and vir-
tually necessary for tMe effective operation of both the service and the law.

However, in case a given State does not wish to place its State employ-
ment service under the Unemployment Compensatlon Commission, then the
above section should be omitted or modified, and subsection (10) of sec- 5,
tlion 11 should also be modlifled. The Governor or the State's labor depart- got
meat should in that case secure advice from the United States Employ-
meat Servie., Department of Labor, Washington|, D. C., on the procedure
and changes In this bill which would In that case become necestry.

sEgCfION 13. RECIPROCAL BENEFIT ARRANGEMENTS WITH OTHR STATES
The commission Is hereby authorized, subject to approval by the Governor, r

to enter into reciprocal arrangements with the proper authorities, in the case
of any other unemployment compensation system established by any State law
or by an act of Congress, as to persons who have (after acquiring rights to
benefits under this act or under such other system) newly come under this
act or under such other system, whereby such benefits (or substantially L .Av-
alent benefits) shall be paid (or both paid and financed) in whole or in part
through (or by) the fund of the unemployment compensation system newly
applicable to such person. Such reciprocal arrangements shall be adopted and
published by the commission In the same manner as its general rules.

NOmT-The above section Is designed to make possible reciprocal arrange-
ments whereby an employee will not lose his benefit rights if he moves
trom one State to the other, or from employment covered by a direct act
of Congress. The wording should not be altered.

SECTION 14. PSoTFOWluN or Rnoivs A D B.N FITs
(1) Waircr of rights rold.-No agreement by an employee to waive his right

to benefit or any other right under this act shall be valid. No agreement by
an employee or by employ,"es to pay all or any portion of the contributions
required tnder this act from employers shall be valid. No employer shall
make or require any deduction from wages to finance the contributions required
of him, or require any waiver by an employee of any right hereunder. Any
employee claiming a violation of this section may have recourse to the method
set up in this act for deciding benefit claims; and the commission shall have
power to take any steps necessary or suitable to correct and prosecute any such
violation.

(2) Lfimltntlopt of fce.--No employee shall be charged fees of any kind by
the commission or its representatives In any proceeding under this act. Any
employee claiming benefits in any proceeding or court action may be repre-
seanted by counsel or other duly authorized agent; but no such counsel or agents V
shall together charge or receive for such servIce4i more than 10 percent of the
maximum benefits at issue In such proceeding or court action.

(3) No assionmen orgarnfhineat of benrette.-Benefits which are due or
.may become doe under this act shall not be asslgnfkble before payment, but
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this provision shall not affect the survival thereof; and when awarded, adjudged,
or paid shall be exempt from all claims of creditors, and from levy, execution,
and attachment or other remedy now or hereafter provided for recovery or
collection of debt which exemption may not be waived.

SEC. 15. COLCTIZON OF CnNTsIBUTIONS

(1) Interest on tardy payienti.-If any employer falls to make promptly,
by the date It becomes due hereunder, any payment required to be made by
him under this act, he shall be additionally liable (to the unemployment admin-
istration fultd) for interest on such payment at. the rate of 1 percent per month
from the date such payment became due until paid, pursuant to general cor-
mission rules.

(2) Bankruptcy.-In the event of an employer's dissolution, bankruptcy,
adjudicated insolvency, receivership, assignink'at for benefit of creditors, Judi-
cially confirmed extension proposal or composition, or any analogous situation.
contribution payments then and thereafter due under this act shall have the
greatest priority (subsequent to taxes, but at least equal to wage claims) then
permitted by law; but this subsection shall not Impair the lien of any judgment
entered upon any award.

(3) Court oGtlon.-Upon complaint of the commission, the attorney general
shall Institute and prosecute the necessary actions or proceedings for the re-
covery of any contributions or other payments due hereunder; or, at his request
and under his direction, the prosecuting attorney (of any county in which the
employer has a place of business) shall institute and prosecute the necessary
actions or proceedings for the recovery of any contributions or other payments
due hereunder.

SEMON 10. PENALTIES

(1) Whoever willfully makes a false statement or representation to obtain
or Increase any benefit or other payment under this act, either for himself or
for any other person, shall upon conviction be punished by a fine of not less than
$20 nor more than $0, or by Imprisonment in the county jail not longer than
80 days, or by both such fine and imprisonment; and each such false statement
or representation shall constitute a separate and distinct offense.

(2) Any employer (of any person in this State) or his agent who willfully
makes a false statement or representation to avoid becoming or remaining sub-
Ject hereto, or to avoid or reduce any contribution or other payment required
of such employer under this act, or who willfully falls or refuses to make any
such contribution or other payment or to furnish any reports duly required
hereunder, or to appear or testify or produce records as lawfully required here-
under, or who makes or requires any deduction from wages to pay all or any
portion of the contributions required from employers, or who tries to Induce any
employee to waive any right under this act, shall, upon conviction, be punished
by a fine of not less than $20 nor more than $0, or by imprisonment In the county
jail not longer than 60 days, or by both such fine and imprisonment; and each
such false statement or representation, and each day of such failure or refusal,
and each such deduction from wages, and each such attempt to Induce shall
constitute a separate and distinct offense. If the employer in question Is a
corporation, the president, the secretary, and the treasurer, or officers exercising
corresponding functions, shall each be subject to the aforesaid penalties.

(3) Any violation of any provision of this act for which a penalty Is neither
prescribed above nor provided by any other applicable statute, shall be punished
by a fine of not less than $20 nor more than $50, or by Imprisonment In the
county Jail not longer than 30 days, or by both such fine and imprisonment.

(4) On complaint of the commission the fines specified or provided in this
section may be collected by the State In an action for debt. All fines thus
collected shall be paid to the unemployment administration fund.

SECMON 17. UNEMPLOYMENT ADMINISTRATION FUND

(1) Spoedal fund.-There is hereby created the "Unemployment Compensation
Administration Fund ", to consist of all moneys received by the State or by
the commission for the administration of tbtri act. This special fund shall be
handled by the State treasurer as other State moneys are handled; but it shall
be expended solely for the purposes hotein specified, and Its balances shall not
lapse at any time but shall remain continuously available to the commission
for expenditure consistent herewith.
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(2) Federal aid.-All Federal moneys allotted or apportioned to the State
by the Federal Social Insurance Board (or other agency) for the administra-
tion of this act .hall be paid into the unemployrea.t administration fund.

(3) Employment service acount.-A special "employment service account"
-shall be maintained as a part of said fund.

sanoi Is. APPROPRIATIONS

(1) All moneys in the unemployment administration fund at any time are
hereby appropriated to the unemployment compensation commission, including
its employment service division.

(2) There is hereby appropriated, to the employment service account of the
unemployment administration fund, from any money In the State treasury not
otherwise appropriated, on July 1, 1935, and annually thereafter on the 1st day
of July, the sum of $.U

5W1'rON 1. SAVINO CLAUSE

The legislature reserves the right to amend or repeal all or any part of this
act at any time; and there shall be no vested private right of any kind against
such amendment or repeal

No'rm-This provision is required by the Federal bill as a condition for
the allowance of credits against the Federal pay-roll tax.

SEION 20. SEPARABILITY OF PROVISIONS

If any provision of this act, or the application thereof to any person or cir-
cumstance, is held invalid, the remainder of the act and the application of such
provision to other persons or circumstances shall not be affected thereby.

SECTION 21. rrMc-rV VATI

This act shall take effect upon passage.
Nor.-This section should be modified where necessary to conform with

the State's regular requirements for official publication, etc., prior to the
taking effect of its State laws.

NmrAny State which desires to do so may of course modify the foregoing
bill to permit certain employers (or groups) to maintain separate "guarantccd
cmploinent accounts." The Federal economic security measure Includes certain
standards which would apply to any such account permitted under a State law.
(The Stale law could, howeve., provide additional standards.)

Guaraneccd cinployren t (optional gorotislon)

(For possible Inclusion in either type of model State unemployment compensa-
tion bill)

Nom-Any State which desires to do so may include the following op-
tional provision, as a new section to be inserted In either of the model
State bills prepared by the President's Committee on Economic Security.

This provision would permit certain employers, in the discretion of the
administrative agency, to establish special guaranteed employment accounts
within the State unemployment compensation trust fund.

If the following new section is inserted in either model State bill (pre-
sumably Immediately following the present sec. 18), then the present sec-
tions 19, 20, and 21 should of course be renumbered accordingly.

3S This sum should be about 3 cents per capita of the State's population. (Thus a
State of 1,000,000 Inhabitants should make an appropriation of at least $30,000.) This
should insure the State's receiving its full share or the Federal money now available
from the United States Employment Service under the Wagner-Peyser Act. Any State
may secure more ,xact Information on the Federal matchingn" requirements from the
United States Employment Service Washington, D. C. Such an appropriation will be
relatively small, as compared to the total cost of the State's employment service, in
v le of its enlarged functions under this act. (The bulk of the cost wil be financed
from Federal money, raised largely from employers subject to the Federal pay-roll tax
and the State unemployment compensation law. Not only such employers will bene-
fit by an elective state-wide employment service, but also the entire community.)
'Hence, It is esserial that the State (from general tax funds) appropriate at least
the suggested small fraction of the total cost of its employment service.
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In cuse tile new gmaraitevtd emrplu'yment section Is Inserted In tit model
hill of the pooled-fund type, without the similarly optional section oil
"Emiployer Iteserve A.cvunts" being likewise tuserted, then it will be
nitcessary (as noted below) to add brief provisions to sections 4 and 5 of
the "pooled fund*' model lill, tim provide for guarioteed-employiiient ac-
coints. and for thtv reqilrt, mininnum tiptrilititis hoy such employers to
the pooled fund.

N.IIS -. LAAHANiF.M I& PLOY MKNT ls

(1) Pti-miltion to cotublsh.-ulbjet.t to the reqleloimts Of this al t, the
comnisslon may 1wirniit illy emtnployer to establish a guaranteet-emilomnielt
plan, covering all is employees |in oei or more dllstitne e.tidollshllat'ia.-, tnd
to maintain within the fund for the purlwses of this section i gltaraniteed-
emlloymenit account, which shall be separate from and additional to any benefit-
reserve act-ount lie Itay have in the ftd covering $ill los other employees, not
covered under said guartinteed-employmeut plan). As a condition of pieriittii.g
a guaranteed employment plan and of innintaining within the fund a guaran-
tied-employment account, the cominuission shall require the emloyer in question
to furnish stch separae security (or suwhi other assurance that his employees
will receive the full %ages gu miantetd them ty tie eP iiibyer under stilth plniti
as ie coammisslon deenis reasonable.

(2) Annual cagc yusirantt.-The (coamlssion shall approve and permit a
guaramiteed employment plan only when the given employer guarantees In
adiunce, to all his employevs exceptt as lerelfafter provided) in one or tore
distinct establishments, full wages for each of 40 separate calendar weeks
within the calendar year. Au employer's guaranteed entiployment phim shall
he subject to approval by the commission and to all apipliahle general vom-
irri.sloti rules. and shall commence for the calendar year 193S or at sluch
later date and under such conditions (governing partial tr~asf-r of the
employer's past contributions and all other relevant questions) As the commls-
sion may approve. In the case of an employer commencing hi guaranty to
some or All of his employees after the start of a calendar year, four-fifths of
the remaining weeks within such year shall iw subject too the statnlard gu:rintnly
of full wages per guaranteed week.

Ntfr -The foregoing ainitmae Is hi romifornilty Witl the ViINpiSt'l
Ftrderal economic security measure. An amendment Is tender eonsidera-
lin which woUld require a guarantee of 30 hours wages for 40 weeks
,or their equilvlemt. If adopted, a provision along the following line would
be appropriate:

(Afthrn lflre ,n'o 'ii ion)

(Not arow permitted under the Fedoral ill)
(2) Annual cagc giuarantli.-The commission shall approve And permit a

guaranteed employment plan only when the given employer guarantees in
advance, to all his employees (except as hereinafter provided) in one or inore
distinct establishments, 30 hours wages for each of 40 separate calendar
weeks Within the calendar year. (Where an employer guarantees to his
employees In advance more than 40 weeks within a cale--dtar year, for each
such extra guaranteed week 1 hour shall be deducted (as to all guaranteed
weeks) from the 30 guaranteed weekly hours otherwise Applicable, except that
In no case shall an employer's guaranty under this s4'tlon amioint to less than
20 guaranteed 'hours per guaranteed week.

An employer's guaranteed employment plan shall be subject to approval by
the commission and to nil applienble general commission rules, and shall con-
nience for the calendar year 1038 or at such later date and under such conditions
(governing partial transfer of the employer's past contributions and all other
relevant questions) as the commyissonn may approve. In the case of an
employer commenclng lits guaranty to stome or till of hl. employees after the
start (if a catendlr year, fou,'flfth 4, th remitlnlng weeks within such year
shall be subject to the standard guaranty of 30 hours' wages per guaranteed
week.

No'rp--The balance of this provision Is npplleable whether or not such
amendment Is adopted.

An employer's guaranty shall commence for each employee whenever he hai
once completed a probationary period with such employer of 12 weeks of

'
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employNient (or any lesser number of weeks of employment Included within
12 consecutive calendar weeks occurring subsequent to January 1, 1C337, or
to any later date on which the employer In question first becomes subject
to this act. The employer's guaranty to an employee shall specify the wage
rate or basis guaranteed the employee for all work to be done by him for the
employer during the guaranty period uni guaranteed him as a deficiency wage
for each hour short of hits number of guaranteed hours In any guaranteed week.
The employer shall not be required to mqke goodt his guaranty to an employee
for any week (within the guaranty period) :

(a) Which would not be counted as a "wevk of employinent" for benefit
purposes under this act;

(b) In which the employee Is physically unable to work;
(c) In which the employee fails without good h iuac to accept snitable

employment when offered him:
1d) In which a labor dispute Is still In active progress In the establishment

in (Juestion;
(c) After the employee has left his employment .oluntnrily without good

cause connected with such employment:
(f) After the employee has been discharged for proved aaisconduct connected

with his employment.
(3) Bcnefit requirwncnts.-Any employee, emiioyel in a guaranteed estab-

ilshment, but laid off (without commencement of guaranty) at or prior to
the close of his above required probationary iK.rll, shall be pald from the
enipl,yer's guaranteesl-employnient account the benefits (based on hi wi'eks
of employment by such employer) to which he would be entitled under the
standard benefit provisions of this act. In the case of any employee laid
off by the employer after fulfillment of his guaranty but prior to the com-
mencement of the next ensuing ciienilr year, such employee shall, while
unemployed and eligible within such ensuing calendar year. receive from flie
employer's guaranteed-employment account lite benefits (based on his weeks
if employment by such employer) to which lie would be entitled uder the
standard benefit provisions of this act.

(4) Pamentl*.-There shall be credited to an employer's guarnteed-pan-
,loyment account all amounts pald by him to (lie fund for such account
(exclusive of his required contributions to the fund's poOled aCmuit. and ex-
clusive of all payments based on the wages of employees not employed In
his guaranteed establishment or establishments). Any such employer may
at any time make voluntary payments (additional tit the contributions to the
contributions required under this act) to his guaranteed-employment account
In the fnnd, pursuant to general commission rules. Any defielnecy wages pay-
able hereunder in fulfillment of the employer's guaranty to an employee shall
be pafid by the employer directly unless the comiosslon finds that the employer
I.'fin:ncially unable to fulfill his guaranty, in w hieh tase they shAll be pail
from his guaranteed-employment account. There shall be payable from the
employer's guaranteed-employm6nt account the benefits payable tiler till,
section to any of his employees (employed In a guaranteed establishment)
whose guaranty is not commenced or renewed, and who is otherwise eligible
for benefits nider this act. If such guaranteed-employment account is ex-
hausted, the balance df any such amounts payable hereunder to employees
shall be paIld from the fund's PoOled account.

(151 'ontribution requfrement.-An employer's required total contribution
rate (or his guaranteed establishment pay roll) shall, after he has coniributed
for at least 3 years, be based on his gnuraiteed-emljfy'ment experience, and
shall be determined by the commission for Oaeh calendar year, at Its beginning,
purstanmt to all the following conditions:

(a) No employer's contribution rate (based on his guaranteed-establishment
pay roll) shall be redtced unless his employment guaranties for the last com-
pleted calendar year were fulfilled, without any deficiency wages being paid
from his guaranteed-employment account, and without any benefits payable
from such account within such year being paid from the fund's pooled account.
(b) Whenever the employer's guaranteed-employment account at the close of

dl calndar year equllis at least -0 percent of his (guaranteed estnblishme1t)
sy roll for uch year, and at least twice the amount of deficienicy wages and
ntflts paya le for 'such year Under this section, he shall contribute for the

epstlhIg cletidat yetr -114 prcent of hig (guaranteed establishment) pay rol)
to the Statti W jotd fund;' rOMided that under all other conditions he shall
contrihute on such 4pay roll at the standard rate provided In this act.
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Novu-In the pending economlc-security measure, as introduced, the first
figure (4) Is 71A percent and the second figure (00) is 1 percent; but these
figures are of course subject to final action by Congress.

Nomp--Contributtons by employees might case some complications if
required in connection with guaranteed-employment accounts. If a State
nevertheless desires to include employee contributions, the following sub-
section (6) could be used.

(e) Cortribultons by employees.-The foregoing requirements and criteria on
contribution and other payments by an employer having a guaranteed-employ-
ment account, apply to contributions made by such employer on his own behalf,
and to the payments to his employees to be financed by him. In Case any con-
tributions or other payments are made for beneft purposes by the covered em-
ployees of such employer, the Commission is author Ized and directed to assure by
any suitable general rules that the employer shall at all times himself finance
the required deficiency wages, and benefits at least equal to those payable by
other employers contributing under this act to the funds' pooled account.

(T) Termination of aoaunt.-If any employer maintaining a guaranteed-
employment account hereunder fails to comply with the applicable requirements
of this act, or terminates such account with the commislon's consent, or has
for any reason ceased to be subject to this act, the commission shall transfer
and credit to the fund's pooled account any balance then remaining in such
employer's reserve account (except as the commission may apportion to that
employer's or to any successor employer's reserve account all or part of the
assets and liabilities in question) ; and In such case (with the above exception)
all further contributions from such employer shall be paid to sAid pooled account
and all further payments to his employees shall be paid from said pooled
account.

Nom-In case the above-guaranteed employment section is inserted In
the model bill of the pooled-fund type, then the following new subsections
must be Inserted in that bill (and substituted for the similar inserts at thQ
close of the optional section on "Employer-reserve accounts" If that section
is also used).

Insert at the close of section 4, relating to the unemployment compensation
fund:

(5) Rmployer-reserre accounts, withfn the fund.-The fund shall be mingled
and undivided; except as separate "reserve accounts" (including guaranteed-
employment accounts, If any) are kept therein under provisions of this act
permitting certain employers to maintain such accounts within the fund.

The entire balance of the fund (exclusive of such reserve accounts) shall
constitute the " pooled account" of the fund, to which shall be credited or
charged nil payments to and from the fund except as this act specifies otherwise.

Insert at the close of section 5, relating to contributions:
( ) otribution rate*, for employers haring reserve accounts.-Each em-

plo.yer for whom n reserve account (and/or guaranteed employment account, if
any) Is maintained pursuant to this act shall for each calendar year make such
total contributions to the fund as are then required of him under the applicable
provisions of this act. If sucht total contributions, an amount equaling -0
percent of the employer's pay roll shall regularly be credited to the fund's
"pooled account." The balance of the employer's payments to the fund shall
be duly allocated and credited (as may be proper In each case) to his reserve
account (or guaranteed-employment account, if any).

*Nora This figure Is fixed at 1 percent, In the pending economic-security
measure, but is of course subject to final action by Congress.

McMORANDuM COoicesNxo SrAT Ow-AoE AssisTANem (PE szoN) LmoxsLAboN
To Coxroam To TnE FzwzaL Eco.roMo Szouxr Bil

(Suggested State act follows on pp. 634-6W0.)

PPOSE OF THE VDMAL cNOMo1 SMOUXTr'Y BIEL WE.&TINo TO OLD-h O ASSISTANCE

The Federal economic security bill provides for Federal grants-in-aid to
the States for old-age assistance of not to exceed 50 percent of the assistance
under standards and conditions set forth in the bill. This Is one of several



ECOOMIO SECURITY AOT 633
provisions designed to provide security for the aged. Other parts of the pro-
gram provide for contributory annuities to be built up by compulsory contribu-
tions of employers and employees, and voluntar annuities for self-employed
persons.

Twenty-eight States have enacted old-age assistance laws, but many of
these laws are optional upon the local units of government, and have been put
into use in only a few counties. In many States the existing old-age assistance
laws are inoperative because of lack or funds. Federal grants to the States
will not only aid them In providing old-age assistance, but will stimulate the
States and local governments to raise local funds for this purpose.

Federal grants are to be conditioned upon a few standards set forth in the

bill. Many of the State laws contain excessive residence requirements-up to
25 years within the State. Obviously, the Federal Government could not make
grants to State systems with such strict residence requirements, for its obliga-
tions are to all of the citizens of the United States, regardless of how long
they have resided in the particular State. Many State laws have other very
restrictive provisions, such as that the a'ppUcant shall have been a citizen
of the United States for 15 years. Some States prohibit assistance to persons
who own any property; other States fix a property limit as low as $1,000, or
an income as low as $150 annually.

These and other restrictions in the State laws operate to deny assistance to
old persons in real need, as witnessed by the large numbers on the relief rolls
In States living old-age-assistamce laws.

PROVISIONS WHICH MUST BM INCLUDE) IN THE STATE LAW TO COMPLY WITH TiHE
STANDARDS PRFl-C5IBED IN THE PENDING EONOMIO. SERIl BILL INTROD-UtC
Ir' BOTH HOUSES OF THE CONGRESS

1. The State plan for old-age assistance must be State-wide and, if admin-
Istered by subdivisions of the State, must be mandatory on such subdivisions.
It must also provide for substantial financial participation by the State.

2. A single State agency must be designated or established either to admin
Sister or to supervise the administration of the plan in the State. This should
logically be the State welfare department. This department or commission will
be required to make prescribed regular reports to the Federal authority to
qualify for Federal subsidies.

3. Provision must be made that whenever an application for assistance is
denied the applicant. has the right of appeal to the State agency.

4. The State plan must not disqualify an aged person who satisfies all of
the following conditions:

(a) Is a citizen of the United States.
(b) Has resided in the State foT 5 years or more within the last 10 years

preceding the date of the application for atastance.
(C) Is iot an inmate of a public or private Institution.
(d) Does not have sufficient income (together with that of his or her

spouse) to provide a reasonable subsistence compatible with decency and health.
(Pending amendments oinit this section.) I

.(c) Is 65 years of age or older. Assistance may be limited to persons 70
years of age or over until January 1, 1940, but following that date assistance
may not be denied to persons otherwise qualified who are 65 years of age or
over.

Nom---These qualifications may not be Increased by the States. For
example, a State law which requires an applicant to have been a citizen
of the United States for 10 years is contrary to the Federal bill , which
specifies as one condition for receipt of Federal aid that the State law must
not deny assistance to citizens of the United States. Similarly, State lawsrequiring residence within the State for a longer period than 5 years are

lso in conflict with the federal bill. The requirement of county residence
S also contrary to the Federal standards, unless the State makes special

provision to take care of eligible applicants who cannot satisfy the county
residence requirements.

The State laws, however, may be more liberal than these standards.
Assistance may be granted to other aged persons besides those meeting
these qualifications, and the Federal Government will match on the same
basis the assistance granted to persons who satisfy these qualifications, but,
it will not match assistance paid to anyone who is less than 65 years of
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age nor to anyone who Is an inmate of a public or other charitable insti.
tution. There is nothing in the Federal bill, however, which bars inmates
of such Institutions from making application for Assistance but they cannot
remain inmates after the assistance is granted., The State law should
permit Inin'tes of Institutions to make application for assistance.

States may, If they see fit, grant asslotance to aged persons who have
resided less tha,.i5 years In the State. They thay also provide assistance
to aged residents who are not citizens, for Instance, to those who have
resided in this Country for a specified period of Years.

The Fedej-al bill, as introduced, provided that Sta
t
e plans for old-age

a4stance, lit order to qualify for Federal ald, 'must not deny assistant
aged persons whose income "is Inadequate to provide a reasonable

subsistence compatible with detvmey and health". This section would
probably have made it neessary for States to' iceal existing provision.
in their old-age pension laws which prohibit the granting of assistanXe to a
iK"on having a specified amount of property tor itume. This section is;
,,mitred in amendments now under consideratibit. It is suggested, never-
theless, tint States may wish to liberalize their present old-age laws by
relaling the arbitrary property and Income limits, and thus make noed
the controlling consideration. If the property nll Income limitations nre
repealed, the Sttte will doubtless wish to Include provisions for recovery
from the estate of recipients of old-age pensions. This is the practice
tin a number of State at present. ThIs chatige in the existing old-age-
nmssistnce laws will probably not be required by l,-leral legislation, bilt
may he mnatde if the State wish to liberalize Its law.

5. The Federal lill lruvildes that the State law njust require that at least
so much of the suin paid as :u.ststaace as represents the share of the United
States Governmenat in such assistance, shall be a lien on the estate of the
aged recipient and that tie net amount realizdA by' the enforcement of such
lien shall be deetned to be a part of the State's allotment from the United
States Government for the year in which such lien iS enforced. It is provided,
however. that n,, su.h lien shall lx- eiiforced against, any real estate of the
recipients while it is occupied ly the reclpient's surviving spouse, if the latter
Is not more than 15 years younger than the recipient, and does not r -trry again.

NoTy.-The State law should make provision Ihat on the death of a
person receiving assistance under the act or of thd survivor of a married
couple, both of whom were so arsIsted, the total amount paid as assistance
(with or without Interesti shall be allowed and deducted from the estate)
by the court having Jurisdiction to settle the estate,

Suo uirw L.IIGUAGE OT A SrATE OtjD-Aog-AssxsTAN * Lw FO-L STATEs WUIOH
HAVE NOT ENAc-rw S'auou LAWS OR VOS TH0 tOtDIF1OAT'ON OF EXISTIxN0 STATM
L.o.wsa

(Taken largely from existing' State laws which conform to the proposed
Federal standards for Federal grants-in-ald)

NoT&L-The following sections have been taken practically verbatim
from existing State old-age-assistance laws, and aro believed to conform
to the proposed Federal economic security bill as Introduced. Changes in
the following language nay be acessary because of trnnenia to the
Fed-eral bill before e-nacenent. If necesary a 'supplementar- statement
will be issued following enactment, if passed by Congress. A few modi-
fications have been made In the existing language of the State laws cited
where necessary for consistency or to conform t4 the proposed Federal
standards. Most of the following sectlong are tsaken from the New Yovk
law, which most nearly conforms to the propo bd Federal act. About
half of the total assistance payments now granted 16 this country ore made
In New York. These sections, If considered by the States, should be modi.
fled to fit local conditions, particularly with regard, to the local organiza-
tion which is get up to administer the act. Jfanp'of the rectopis are snot
required by the proposed Federionl standards bat iroud be pp-opri-ate.
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SEQFox 1. Persons eligible to receive old-age assetanoe.--Old-age assistance
may be given under this act to any person who-

(1) Has attained the age of 65 years.

No r -Federal standards require assistance to be granted to needy old
persons of 65 years or over, but permit States to retain 70-year minimum
until 1940. The State may provide assistance to persons under 66 years of
age, but such assistance will not be matched by the Federal Government.

(2) Has income which, when added to the contributions In money, substance,
or service from legally responsible relatives or others, is inadequate to provide
a reasonable subsistence compatible with decency and health.

Norz-This language is based upon the "needs" standard now used by
several States. It Is suggested as preferable to existing provisions in many
States denying old-age assistance to persons having a specified amount of
property or income. The cost of living varies widely in different parts of
the State, and the actual need of the aged person and his circumstances
should be controlling rather than an arbitrary fixed limitation. If
an aged person possesses property or income of small value, it should be
taken into account in the granting of assistance, and the State should recover
the amount of assistance from the estate upon the death of the persons,
rather than to deny him assistance. (See appropriate sections below.)

(8) Is a citizen of the United States.

Nom'.--he State may, If it wishes, grant assistance to noncitizens who
have resided in the State for a specified period (Delaware), and such W-
sistance will be matched by the Federal Government. State laws requiring
an applicant to have been a citizen of the United States for a period of
years are contrary to the Federal bill.

(4) IHas been a resident of the State of --------- for at least 5 years within
the 10 years immediately preceding his application for old-age assistance.

No7x.-The proposed Federal bill provides a standard of not more than
5 years' residence requirement within the previous 10 years in the qtate.
The State may require less, but not more. State laws requiring 'Inoie
than 5 years' residence in the State will have to be amended to re#d
U5 years" (or less).

(5) Has resided in and been an inhabitant of the (county or district) in
which application is made for at least 1 year immediately preceding the data
of the application, or has a legal settlement in the (county or district) in
which the application is made. Any person otherwise qualified who has re-
sided in the State for 5 years or more within the 10 years immediately pro-
ceding the application, and who has no legal settlement, shall file his applies.
tion in the (county or district) in which he is residing, and his assistance, if
granted, shall be paid entirely from State funds until he can qualify as having
a legal settlement in the said (county or district). For tbe purpose of this
act, every person who has resided 1 year or more in any (county or district)
in this State shall thereby acquire a legal settlement in such (county or dis-
rlct) which he shall retain until he has acquired a legal settlement elsewhere,

or unlil he has been absent voluntarily and continuously for 1 year therefrom.

Nom.-The existing strict local residence requirement in old-age-assist-
ance laws are in conflict with the proposed Federal standards. This section
is designed to protect the locality, and at the same time to conform to

'the Federal standards.
)snot tthe Vine of receiving assistance an inmate of anypublic or

private institdtitn, except in the case of temporary medical or surgical care in
a hospital.

'(7) Has not made a voluntary assignment or transfer of property for the.r , of qualifying for such assistance,' except as provided in sections 21and 22 of this act.-'- . .

(8) lid no4, b ,auie.of his physical or 'mental condition, in uied of continued
institutional care. (With the exception of subsections (2) and (5), this sec-
tion is taken from New York Consolidated Laws, Cahill's, 1930, ch. 49%, art.
XIV-A, sec. 123.)

I I6807-35----41,,
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So, 2. Amount of the G8sIst nce.-It shall be the duty of the (local old-age-
assistance agency) to provide a reasonable subsistence compatible with de-
cency and health for those eligible for old-age assistance under the provisions
of this act. The amount of the old-age assistance to any such person shall,
subject to rules, regulations, and standards of the State welfare department,
be determined by the (local old-age-assistance agency) with due regard to the
conditions existing in each case. (New York Laws, Obid, partly from see. 124.)

Sun. S. Applioatio.-A person requesting old-age assistance under this act
shall make his application therefor to the (local old-age-assistance agency)
of the (county or district) in which the applicant resides or has a legal settle-
ment. An Ininate of a public or private institution may make an application
while in such institution, but the assistance, if grants shall not be paid
until after he ceases to be such an inmate. The application shall be made in
writing or reduc-d to writing, upon standard forms, prescribed by the State
welfare department. (New York Laws, ibld, see. 124-a.)
S- SEc. 4. State admlnittrolion.-The State welfare department shall supervise
the administration of old-age assistance under this act by the (local old-age.
assistance agencies). The State welfare department shall prescribe the form
of and print and supply to the (local old-age assistance agencies) blanks of
applications, reports, affidavits and such other forms as it may deem advisable.
The State welfare department is hereby authorized to and shall make rules and
regulations necessary for the carrying out of the provisions of this act to the
end that old-age assistance may be administered uniformly throughout the
State, having regard for the varying costs of living In different parts of the State
and that the spirit and purpose of this act may be complied with. All rules
and regulations made by the State welfare department under this act shall be
binding upon the (local old-age-assistance agencies) and the (counties or dis-
tricts). (New York Laws, Ibid., see. 124-1.)

Sac. 5. Looal admittteralion.-
, Nor.-Tbhs section will have to be prepared to fit the requirements of the

individual State. It Is recommended' that old-age assistance -be admifi-
istered by a unified local welfare department, charged with all local welfare
and relief activities. This Is the existing practice In several States which
Pave the most satisfactory welfare administration. The use of special local

rds for granting old-age assistance has the disadvantage of creating
another local agency charged with welfare functions, whereas the trend is
toward unlfication and integration of all welfare functions. The use of
separate agencies increases the administrative costs and prevents unified
planning and responsibility. An investigation by a qualified paid Investi.
gator of each application before allowance, and periodically thereafter, is
highly advisable, and will probably be necessary to secure Federal did.

The local welfare unit should be used for administration of old-age
assistance, but the use of units smaller than the county is Inadvisable.
Many States have under consideration new public welfare codes which
would revise their old poor laws and set up a unified welfare administra.
tion. Most of the proposed laws permit the use of welfare districts con-
slating of two or more counties, designed particularly for counties with
small populations. This should be permitted in the old-age assistance act.

So. . Lo l approprfalton.--The legislative body of the (county or district)
shall annually appropriate and make available to the order of the (local old-
age-assistance agency) such a sum as may be needed for old-age assa.uance, and
include such sum in the taxes to be levied In the territory responsible for such
old-age assistance. Should the sum so appropriated, however, be expended or
exhausted, during the year and for the purpose for which It was appropriated,
additional sums shall be appropriated by such legislative body as occasion
demands to'carry out the provisions of this act. (New York Laws, (M&, part
of see. 124-c.)

. Nom.-It is recommended that the State (with Federal aid) pay the
entire cost of administration. This will make It possible for the State to
exercise more effective control over standards of personnel and local admn-
stration,- The State may, If It wishes, however, require the local unit to

bear a part of the administrative expenses.



ECONOMIC SECURITY ACT. 637
Sam0 7. Reimbureement by the State.-The (local old-age.assistance agency)

shall keep such records and accounts in relation to old-age assistance as the
State welfare department shall prescribe. The State shall reimburse each
(county and district) to the extent of --------- of the amount expended for
assistance for each aged person which has been granted under the provisions
of this act and In accordance with the rules of the State welfare department.

Nomr.-Since the Federal aid to the States for old-age assistance' will
probably be about one-half of the amount required, and one of tie pro-

-posed Federal standards is "substantial participation" by the States, it Is
suggested that the State law might provide for the reimbursement of the
local units by, say, three-fourths of the total amount. This would requlie
the State to bear only about one-fourth of the total cost. Some States will
wish to pay a larger share, or even the entire amount matching Federal
aid. This in entirely appropriate. The method of payment contained In
this section Is not required In the Federal bill. Any appropriate method
would conform to the Federal standards. If the State pays the entire
amount, this section and the two following would not be applicable.

S. 8. Clams for refmburaentent.---Claims for State reimbursement under
this act shall be presented by the respective (local old-age-assistance agencies)
to the State welfare department at such times and In such manner as the
department may prescribe. For the purposes of the annual departmental esti-
mates (for the executive budget), the probable amount needed for expenditure
by the State under this act shall be regarded as financial needs of the State
welfare department. (New York Laws, Ibid., se. 124-e.)

Sac. 9. Approval of clafim.--The approval of such- claims shall be made by
the State welfare department to the extent of - of the payments made In
accordance with the provisions of this hct and the rules of the State welfare
department. The State welfare department shall certify to the (comptroller)
the amounts so approved by it, specifying the amount to which each :(county
or district) is entitled. The amounts so certified shall be paid from the Stato
treasury upon the audit and warrant of the (comptroller) to the fiscal officers
of the (counties or districts) entitled thereto from moneys available thereor
by appropriation. (New York Laws, Ibid.. sec. 124-f.)

Sco. 10. Investigation of appttcont. -Whenever a (local old-age-assistance
agency) receives an application for an old-age-assistance grant, an investiga-
tion and record shall be promptly made of the circumstances of the applicant.
The object of such Investigation shall be to ascertain the facts supporting the
application made under this act and such ether Information as may be re-
quired by the rules of the State welfare department. The (local old-age-assast-
ance agency) and the State welfare department shall have the power to issue
subpenas for witnesses and compel their attendance and the production of
papers and writings, and officers and erployes designated by the (local old-
age-assistance agency) or the State welfare department may administer oaths
and examine witnesses under oath. (New York Laws, ibid., partly from see.
124-g.)

Sza. IL Grantin of asatance.-Upon the completion of such Investigation
the (local old-ngc-assistance agency) shall decide whether the applicant t
eligible for and should receive an old-age-assistance grant under this act, the
amount of the assistance, and th6 date on which the assistance shall begin. It
shall make an award which shall be binding upon the (county or district) and
be complied with by such (county or district) until modified or vacated. 'It
shall notify the applicant of his decision in writIng. If an application Is d, nied
or the grant is deetmed Inadequate by the applicant, he may appeal to the dtate
welfare department. The State welfare department shall upon receipt of such
an appeal review the case. The State welfare department may also, upon its
own motion, review any decision made by the (local old-age-assistance agency).
The State welfare department may make such additional Investigation as it may
deem necessary, and shall make such decision as to the granting of assistance
and the amount and nature of asistance to be granted the applicant as In its
opinion tsJstifld and In conformity with the provisions of this act. All de-
cisions of the State welfare department shall be binding upon the (county bt
district) involved and shall be complied with. by the (local old-age-assistance
agency.) (New York Laws, ibid., see. 124-h.)
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Sxo. 12. Recipient shall not rcoelve other publio aail8tan .- No person re-
ceiving an old-age-assistance grant under this act aall at the same time receive
any other relief from the State, or from any political subdivision thereof, ex-
cept for medical and surgical assistance. (Michigan Public Acts of 1933, Act
No. 237, sec. 25, and other State laws.)

Smo. 13. Assistanoe may be paid to guardian.-If the person receiving old.
age assistance Is, on the testimony of reputable witnesses, found Incapable of
taking care of himself or his money, the State welfare department may direct
the payment of the Installments of the old-age assistance to any responsible
person for his benefit. (Michigan Public Act, ibid., see. 26, and ot.er State
laws)

Sze. 14. Funera expenses of pensioned person.--On the death of the recip-
ient of old-age assistance, reasonable funeral expenses not exceeding $100
may subject to rales and regulations of the State welfare department, be paid
by tie (local old-age-assistance agency) if the estate of the deceased Is insuf-
ficient to pay the same and the persons legally responsible for the support of
the deceased are unable to May the same. (Maine Laws, ibid., sec. 14, and
other State laws.)

Nom-It Is not certain that Federal aid can be used for this purpose.

So. 15. Subsequent increase of inome.-If, at any time during the con-
tinuance of old-age assistance the recipient thereof or the husband or wife
of the recipient, becomes possessed of any property or income In excess of the
amount enjoyed at the time of the granting of the aslastance, it shall be the
duty of the recipient Immediately to notify the (local old-age-assistance agency)
of the receipt and possession of such property or income, and the (local old-
age-assistance agency) may, on inquiry, either cancel the assistance or vary
the amount thereof in accordance with circumstances, and any excess assist-
ance theretofore paid shall be returned to the State and the (county or
district) in proportion to the amount of the assistance paid by each respec-
tively, and be recoverable as a debt due the State and the (county or dis-
trict). (California Acts, ibid., see. 10, and other State laws.)

Sam 16. Revocation of aid.-If at any time the State welfare department has
reason to believe, by reason of a complaint or otherwise, that an old-age-
assistance allowance has been improperly granted, It shall cause an Investiga-
tion to be made. If it appears as a result of any such investigation that the
assistance was improperly granted, the State welfare department shall Immedi.
ately notify the local old-age-assistance agency that it will not approve any
payment made thereafter. (New York Laws, ibid, part of see. 124-1.)

Sma 17. Periodio review of oasailanoo gront -- All assistance grants under
this act shall be reconsidered from time to time, or as frequently as may be
required by the rules of the State welfare department. After such further
investigation as the local old-age-assistance agency may deem necessary or
the State welfare department may require, the amount and manner of giving
the assistance may be changed or the assistance may be withdrawn if such
agency finds that the recipient's circumstances have changed sufficiently to
warrant such action. It shall be within the power of the local old-age-assist-

nece agency at any time to cancel and revoke assistance for cause, and it may
for cause suspend payments for assistance for such periods as it may deem
proper, subject to review by the State welfare department, as provided in
section 11. (New York Laws, ibid., se. 12A-J.)

Sm 18. Change of resdeno of person receiving. old-age aseistance.-Any
person qualified for and receiving, assistance hereunder in afly county or
district in this State, who removes to another county or distilct In the State,
shall be entitled to receive assistance under the provisions of this adt after a
1-year residence in the county or district to which such person has removed,
provided an agreement In writing has been entered Into by and between the
two counties or districts concerned approving such transfer or removal, and
thereupon the county or district of first residence of such person shall
continue his assistance for 1 year and until the aforesaid residence has been
established by him in the second county or district. (Statutes of California,
1931, eh. 008, see. 183.)

Smo. 19. RepI-'--Each local old-Age-stsletance" agety shall -iake 'such
reports and In such detail as the State welfare department may from time to
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time requ r ,' and, Will trans milt to the State welfare department bon Its
request copies of the applieauon and any Or all other records pertaining t6any
ca.c ;rhe State welfare department is hereby authored and directed tow
make such reports and in such detail as may be requlked of It to the Federal
Government. Within 90 days after the close of each calender year, the State
welfare depArtment shall make a report to the Governor for the preceding year,
whch shall Include a fNllJ account of the administration of this act, the
expendltre of all funds under this act, adequate and complete statistics con-
verplng o.1-age assistance within the State, and such other Information as the
State welfare department may deem advisable,

Sw, 0. As#9 tt of a.sfst"ooe,-All assistance given under this act
shall be inalienable by any assignxvent or transfer and shall be exempt from
levy or execution under the laws of this State. (New roqrk Laws, ibid., sec.
124-m, and other State laws.)

Ste. 21. Clome Opaftei the estate of assisted peraox.--The total amount paid
In asslstanc6 to the recipient of 'old-age assistance under this act shall be a lien
upon the estate of such recipient. On the death of a person receiving assistance
under this act, or of the survive e both of whom were as-
sisted, the total amount pal ssistane shall be a and deducted from
the estate by the court h g jurisdiction to settle th e e, and paid to the
State 'and the county district) In proportion tothe am t of the assist-
ance paid by each. o local old-age-assi tance agency shall, der rules of
the State welfare rtmeut, require as tlon to grantin saistance in
any ease, that applicant su. a p per nowledged a cement to
reimburse the te the t or t r All assistant noted.
In such agrte t sad'sp nt all a a lateral secart or said
asistance, su part of person pro the 1 old-age-a Istanee
agency shAll' emand. A .old-age- tance agen may
execute and le wIth the appro offi In ch e f public re rtls a
certificate; forn to be predri th State wel re d artment, s wing
the amount f assistance paid to person, and w n so ed each sa cer.
tificate shal be a I Im aga botirthe sal rson d his ets and
shall have e same f ce e 10 e t The appro rate
local officer a charge f pub a suitable record o such
certificates without, gan enter there an ac owl-
edgement of tisfactlo upon t of n ce from the local o -age-
assistance a, ey. 'All recov uee ons shall alto-
cated to the unty or d tand to e the sam roportlo as the
assistance pa by each. No levy or hall enfo against y real
estate bf the p et while It io pied y the ecip t's survivi spouse
if the latter is n more than I ears you er tha t recipient a does not
marry again. -

Szo. 22. Ass of property y r fe-If the (local old e-asslstanee
agendy) shall deem ecesary, It may with the consent of t State welfare
department, require condition to the grant or contain of assistance
In any case, that all or a art of the property. of a applying for aid
be transferred to said (l ge-assistance a Such property shall
be managed uider rules and re ate welfare department by
said (local old-age-assistance agency), which shall pay the net income thereof
to such person' said (local old-Age assistance agency) shall have power to ell,
lrase, or, transfer spch property or defend gr prosecute' all suits concerning it

pay all Just claims against It and to dO all thfigs necestAry for- the pro-
tection, preservation, and mnanagemnent theteof. - If the assistance to such
person is discontinued during his lifetime, the property thus transferred to
'he (local old-ag;-Asslatance agency) shall be returned to bln subject to a )en

'such prort* for' any sums paidto him as Assbtiance uitdr this act o
theizbi~d~altd'rof'eh' property ifterdidictlng thtreftkom .thA"su" paid' to'
him as assistance under this act shall be returned to him. In the evl:t of
his death, the remainder of such property, after deducting therefroin the sums
paid him as assistance upder this act, shall be considered as the property of
the beteflcl~r 'for ptoper 'admlnlstratite p*o~idints. -The , (local old4age-
assistance agency) shall execute and deliver all neossary instrmmbnts to give
effqt 0othis Wtign, The. properr lo* public attrIey) at.th, request of
the (local old-age-sils4i e agency) sball take the ne ary proctedings ain.
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represent the (local old-age-asststance agency) in respect to any matters arising
under sections 21, 22, and 23 of this act.

NoE.-Since it is recommended that the State laws should not contain
property limits, these provisions for recovery In cases where there Is
property are very Important. Substantial amounts are recovered in States
following this procedure. The provisions for recovery will cause many
applicants with substantial property to withdraw their applications, and
since the assistance Is recoverable, will avoid criticism of the assistance
to persons with small amounts of property. The Federal bill requires
that so nitch of the assistance as represents the Federal aid shall be made
a lien upon the estate of the recipient. The State may, if it wishes to
do so, charge Interest upon the amounts advanced as assistance, but this Is
not recommended.

Swo. 23. Recovery of asistance pavmcnt.-If at any time during the con-
tinuance of old-age-assistance allowanwe the (local old-age-assistance agency)
has reason to believe that a spouse, son, or daughter liable for the support of
the recipient of assistance is reasonably able to assist him, it shall, after
notifying such person of the amount of the assistance granted, be empowered to
bring suit against such spouse, son, or daughter to recover the amount of the
assistance provided under this act subsequent to such notice, or such part thereof
as such spouse, son, or daughter was reasonably able to have paid.

No .- Interest may also be charged if desired.
Sm 24. Exjpemc, of ast-All necessary expenses Incurred by a (county or

district) in carrying out the provisions of this act shall be paid by such (county
or district) in the same manner as other expenses of such (county or district)
are paid, subject to reimbursement by the State from appropriations made by
the legislature for this purpose. (New York Laws, ibll., see. 124-n.)

Svc. Is. rauditen acts.-Any person who by means of a willfully false
statement or representation, or by impersonation, or other fraudulent advice,
obtains. or attempts to obtain, or aids or abets any person to obtain-

(1) Ass!QIance to which he Is not entitled;
(2) Greatev assistance than that to which he Is justly entitled;
(3) Is yme'it of any forfeited installment grant;
(4) Or aids or abets in buying or in any way disposing of the property of

the recipient of assistance without the consent of the (local old-age-assistance
agency) shall be guilty of a misdemeanor. (Minnesota Acts of 129, sec. 15,
and other State laws.)

SEe. 20. Limilatfona of act.-Al assistance granted under this net shall be
deemed to be granted and to be held subject to the provisions of any amending
or repealin- act that may hereafter be passed, and no recipient shall have any
claim for compensation, or otherwise, by reason of his assistance being affected
in any way by such amending or repealing act. (Maine Laws, ibid., sec. 22, and
other State laws.)

Sm. 27. Raving clause.-A person 65 years of age or more not receiving old-
age assistance under this act is not by reason of his age debarred from receiving
other public relief and care. (New York Laws, ibid., see. 124-p.)

SEc. 28. Effective date.-
The CHAJIMAN. The first witness this morning will be Charles H.

Houston, of Washington, D. C., representing the National Associa-
tion for the Advancement of Colored People.

STATEMENT OF CHARLES H. HOUSTON, REPRESENTING THE NA.
TIONAL ASSOCIATION FOR THE ADVANCEMENT OF COLORED
PEOPtE

Mr. HOUSTOn. Mr. Chairman, the National Association for the Ad-
vancement of Colored People regrets that it cannot support the Wag-
ner economic security bill (S. 1180). It approached the bill with
every inclination, if for no other reason than the fact that Senator
Wainer introduced it, to support it, but the more it studied the bill
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the more holes appeared, until from a Negro's point of view it looks
like a sieve with the holes just big enough for the majority of
Negroes to fall through.

As to title I, the noncontributory old-age assistance, the very limits
of the appropriations ($50,000,000 the first year and $125,000,000
thereafter) show that it is not intended to cover all old people 65
years of age or over. The President's own Committee on Economic
Security reported that there are now approximately 7,500,000 people
65 years of age and over, and that a conservative estimate is that half
of them are dependent. Figuring out an old-age-assistance grant
averaging only $10 per month to these 3750,000 dependents, and we
have the figure of $37,500,000 per month, or $450,000,000 per year.
Since the Federal Government splits the expense 50-50 with the
States, the cost to the Federal Government figures out as $225,000,000
per year. But the maximum appropriation, including cost of ad-
ministration, is only $125,000,000, so the bill on its face flatly leaves
four-ninths of the old people unprovided for, or 1,277,776 depend.
ent persons 65 years of age or over without the prospects of old-age
assistance. The question which most directly concern us is how
many of these 1,277,776 unassisted persons are Negroes.

In the first pace, the old-age-assistance Rrogram does not become
operative in any State until the State has irst accepted the act and
established a State old-age authority and a State old-age plan satis-
factory to the Federal administrator. When we look at the States
which now have old-age pension laws according to the supplemental
report of the President's committee, -wre note that there is not a single
Southern State with such a program. And as practical statesmen
you know the difficulties there will be in getting any substantial old-
age-assistance plan through the legislature of any Southern State if
Negroes are to benefit from it in any large measure. If the Southern
States do pass old-age-assistance laws under such circumstances, it
will be more than they have done for Negro education or Negro public
health or any of the other public services which benefit the Negro
masses.

Therefore the national association favors a strictly Federal old-
age-assistance program either with direct benefits or with Federal
grants in aid to the States, and such guaranties against discri-nina-
tion which will insure that every American citizen shall receive his
fair and equal share of the benefits according to his individual need.

Such a. program is entirely feasible and eliminates certain bad
features now present in the bill. As it now stands, the bill make
the old-age-assistance program the football of national politics. The
power in a Federal administrator to approve or reject State plans is
a tremendous weapon for political favor or political punishment.
Further, the citizens of the States which have not accepted the old-
age-assistance plans are taxed for the benefit of the States which
have accepted.

From the point of view of the Negro it would be much easier to
get fair enforcement of a Federal law than to get a really effective
old-age assistance law passed by southern legislatures. There are
lots of decent, fair-minded people in the South; but in many States
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it would be political suicide for them to advocate a State old-age
assistance law giving Negroes substantial benefits in large numbers.

The CliAIRMAN. How much would you say the amount should be
if the Federal Government itself contributed and none of the States
had to contribute? '

-Mr. HloUsToN. There would be two things that I would say. In
the first place, we advocate that the old-age system and the old-age
annuity be merged. ' I will explain why later. Under that merged
p lan we would say that if you had Federal grants-in-aid to the
States, so that the States administered it., we would then say that the
workers should not get any less than what he has actually paid in-
that that should be the minimum. On the other hand, if you have
benefits paid directly by the Federal Government to the individual,
we would then say cut down the Federal minimum to such a point
that it would not disturb conditions in any State, with the idea that
the States could add increments that they wanted according o their
r surces and according to the social needs in the particular States.

The ChIAIhiNA-. IoW much would you say that that amount would
be that the Federal Government was going to give.?

Mr. Hovsroz-. Senator, to be perfectly frank with you, I am not
an actuary, and I would not set up an arbitrary standard in terms
of dollars and cents under those circumstances; but I say this, that
it is perfectly practical to establish a minimum, and that there are
no more difficulties in establishing a minimum for old-age assistance
than there were difficulties in establishing a minimum wage under
the N. R. A. The N. R. A. worked out differentials for different sec-
tions of the country and I think, again, even if you did have a
system of Federal di 1erentials, that that might be satisfactory. We
recognize, just as anybody else does, that the standards of living,
perhaps, in the agricultural States, may not cost altogether the same
as in the more industrialized States, so that you might have a dif-
ferential in your minimum level just the same as you had differen-
tials in your N. R. A. codes, but I would not attempt to give you
the figures in dollars and cents.

The CHAMMAN. Would you think that $15 would be too much or
too little?

Mr. HousTTo. As a minimum?
The CHAIRMAN. lVell, to start in on. Suppose the' Federal Gov-

erninent were not going to ask for any contribution by the States,
would you think tfat 15 would be fair?

Mr. HousTow. My impression is that $15 would be fair; but again
I anm giving it only as a general impression.

The CniRmIAN. Because we have to take into consideration the
amount of money it will cost because we have to raise the revenue.

, Mr. HousTow. I understand that; and I will give you our sugges-
tion as to raising the revenues in just a second.

I was saying tiat at th, present time so far as the attempt to get
a State old-age assistance prograin through the Southern legisla-
tures, and I called your attention to the fact that we know as well
as anybody else that there are plenty of decent people down South,
but we also know from experience, in the Scotsboro case and Judge
Wharton, for example, that it is the same as political suicide to
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take an advanced stand on racial issues in many cases, and that it
would be political suicide for some of these people to advocate a
State old-age-assistance plan in which Negroes would benefit in any
large numbers, and therefore it is going to be for us to obtain a
better enforcement under a Federal law than it would be to get the
Southern law with the same protection so far as the Negro workers
are concerned.

Next, we oppose the residence requirements of the bill, requiring
a residence of 5 years out of the last 10 within the States. The
President's own Committee on Economic Security has stated that
residence requirements presuppose a degree of security and perma-
nence of employment which has been conspicuously lacking in our
skilled workers, whose labor is frequently of a highly migratory or-
der. (Mimeographed release no. 3834, Old Age Pensions.) It is,
of course, in tie ranks of these unskilled workers that the need for
old-age assistance is greatest, and it is the cruelest kind of an illu-
sion to dangle in front of them an old-age-assistance provision, and
then say they have to starve in one State 5 years out of 10 before
they get it.

An lest the committees believe I am overdrawing the picture, let
me refer to the report by our A. A. A. investigation of a survey of
cotton regions west of Memphis, filed with the A. A. A. just 2 days
ago. The investigator reported evicted tenant-farmer families
straggling along highways, wandering hopelessly in search of shel-
ter and employment; rough-boarded shacks in muck-mired fields,
with gaping walls open to the winter winds- evicted Negroes stand-
ing in the road not knowing where to turn ior succor. To say that
these people must remain in a State for 5 years in order to qualify
for old-age assistance is the height of injustice, and a virtual return
to slavery.

Under a wholly Federal old-ege assistance plan with direct bene.
fits or with grants-in-aid to the tSate there would not be any neces-
sity of a State residence requirement. If any residence requirement
should be invoked, it should only be a national residential
requirement. I .

If you have to have any residence requirement whatsoever, it
would be sufficient to establish a national residence requirement.

As to title IV, the old-age annuity plan, this plan differs from tho
old-age assistance in being A substitute for earnings as distinguished
from old-age assistance which is a supplement to earnings.

Earnings, as distinguished from old-age assistAnce which is $
supplement to earnings. And I call your attention to this that in
your old-age assistance plan, section 4-e (8), the statement is that
it shall' be paid when the person "has an income which when jined
with the income of such person's spouse is inadequate to provie-
reasonable subsistence compatible with decency and health "--in
other words, the term "assistance" does not mean substitution for
a work, but it is a supplement to the wages that the person is other.
wise earning. On the other hand, your old-age annuity plan is &
substitute for work, because the provisions of section 405-a (4) says
that the person can only become eligible provided lie is not gainfully
employed by another.. .. f
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The point is that this is financed largely by the workers and
industry itself. Every employee is subject to the tax without any
exemptions whatsoever, just so long as he is under 60 years of age
on January 1, 1937, but he can only qualify for the annuity if he has
had the tax paid for him at least 200 different weeks in not less
than' a 5-year period before he attains the age of 65 years. Whom
does this provision eliminate? It eliminates all casual workers be.
cause in sub4ance it provides that a worker must be employed an
average of 40 weeks out of the year for 5 years. It eliminates all
domestic and agricultural workers because it is almost impossible
to standardize their wages sufficient for the tax to be collectible as
they work indifferently by the hour, by the day, or by the week.
Ana1 I call your attention to the fact that no person is eligible for
old-age annuity unless a tax has been paid on his behalf.

Further, it eliminates the share cropper and the tenant farmer,
because from the nature of their relationship to the landlord they do
not draw wages. It eliminates the older portion of the present
unemployed.

When you realize that out of the 5,500,000 Negro workers in this
country, approximately 2,000,000 are in agriculture and another
1,500,00O in domestic service-3,500,000 Negroes dropped through the
act right away when it comes to the question of old-age annuity;
in other words, every 3 Negro workers out of 5, and then when you
realize that of all of the elements in our population, the depression
has thrown more Negroes out of work proportionately than any
other element of the population, you being to a preciate my state.
ment at the outset of my testimony that this bill looks like a sieve
with holes just large enough for the majority of Negroes to fall
through.

Our position is that the old-age assistance and the old-age annuity
plans should be merged, and that there should be a Federal old-age
assistance plan including all workers. In support of this, let me
demonstrate why the old-age annuity system would not work for
the casual, the domestic, and the agricultural workers. No argument
is necessary to demonstrate that the overhead of administering and
really enforcing a pay-roll tax on casual, domestic, and agricultural
workers would practically consume the tax itself. But from the
standpoint of annuity benefits what is the situation?

Since the averagee monthly wage " is at the basis of computing
the annuity, and the averagee monthly. wage" includes part-time
as well ats full-time wages it is safe to say that the average monthly
wfage would be less thap $30 per month.* Those workers ordinarily
would qualify only for the smallest annuity, 15 percent, which
would amount to $4.50 per month, or $54 per year. It is perfectly
obvious that this can be no substitute for a working wage.

It may be argued that these casual, domestic, and agricultural
Workers are eligible for old-age assistance under the present bill;
but the difference between this bill and our proposal is fundamental.
Under the Wagner bill the old-age annuity is a direct Federal right
with the worker receiving his old-age annuity direct from the Fed-
eral Social Insurance Board; but the old-age-assistance benefits are
operative only after the States have acted. Under our proposal we
would give the worker a direct Federal right under the old-age.

A44
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assistance plan, just as he now has it under the old-age-annuity
plan, with benefits paid directly by the Federal Government or with
Federal grants-in.aid.

Now, as to the casual worker--under this bill, where you have no
exemptions whatsoever for any employees, the casual worker who
loses out with 199 weeks in a 5-year period has contributed his
share of the tax for the benefit of the annuity of those who have
2W0 weeks out of a 5-year period; in other words, you are
penalizing your casual worked in order to pay the annuity for the
steady worker. That cannot be eliminated for this reason-that your
casual worker of today may be your steady worker of tomorrow;
and, therefore, you have got to include him in the tax; but we sug-
gest that under our provision there is no question of making one
man pay for another man's benefits.

You asked me about the question of standards, and I repeat that
on the question of standards, we say that if you have a contributory
provision under the old-age-assistance plan, and it seems to me this,
at the present time you are providing an old-age system from funds
not otherwise appropriated, and those funds are available whether
you adopt a merged plan or whether you keep the present separate
p lans. Under the old-age annuity you are making the fund pay
'or itself in substance. Our proposal, so far ass finance is concerned,
is that in merging the plans, we have no objections to your pay-roll
tax provided the lower brackets of the pay roll or the lower brackets
of wages are excluded. The reason for that is this: That the diffi-
culties of a real administration and real enforcement to keep these
taxes from slipping through the fingers of the Government are such
and so expensive that it really does not pay for any other reason
as a practical matter, to attempt to collect them.

In the second place, so far as the-lower wage groups are concerned,
the are below really a distinct subsistence level at the present time,
and therefore any tax upon their wages simply reduces the amount
that the Federal Government or some other government must put in
by way of aid relief or other provisions. We maintain that already
the princilple of the exemption of the low-wage groups is recognized
in several instances. In the first place, it is recognized in the matter
of judicial exemptions from execution. In the second place, it is
recognized in income tax; and in the third place, in principle it is
recognized in the inheritance tax, and we respectfully submit that
either you may step up this very minor portion-and it figures at
about one-half of 1 percent-and the gross tax available from that
source would not cover the expense of col election or administration.

Another thing: If we say that these low-wage workers are not
taxed directly as consumers they have been paying indirect taxes
ever since they have been alive and consuming things in the com-
munity.

As to title VI-unemployment insurance: Here there is a compul-
sory excise employment tax on employers of four or more, but there
is no Federal machinery for the payment of the insurance benefits.
The unemployment insurance benefits are to be administered and paid
out through State agencies, but there is no provision in the law-, and
could not be-requiring the States to establish State agencies. In
short, industry intate A, which has no unemployment insurance
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machinery, has to help carry the unemployment burden in State B,
which has a certified State agency.

As to the persons entitled to unemployment insurance, the definition
is left up to the respective States, with a gesture to organized labor
on conditions of employment in section 602 (e). All through this bill
one notices that organized labor is given a measure of protection but
unorganized labor is not. But lest you may keep the impression
that the share croppers and tenant farmers are not organizing, I
recur to the A. A. A. report cited above and call your attention to the
fact that the investigator reports the two chief causes of the tenant
evictions are:

(1) Reduction in labor requirements produced by reduction inacreage; and
(2) Ever-increasing unionization of share croppers to bring pres-

sure on planters for retention of the customary number of tenants and
for payment to the tenants of their full share of A. A. A. benefit
money.

If we follow the history of the workmen's compensation acts we
know that two great classes of workers who will be excluded from
the benefit of unemployment insurance; they are agricultural workers
and domestic workers. Again, 3 out of every 5 Negro workers drop
through the holes of the sieve.

We do not have the requisite knowledge to propose an unemploy-
ment scheme which will be adequate and fair to all sides-the public,
industry, and the workers. But we know that the present scheme is
unfair to unorganized labor, and we say that whatever scheme is
finally adopted, it must include unorganized labor within its benefits,
wherever that unorganized labor is without employment through
conditions outside of its control and through no fault of its own.

As to title II aid to fatherless, "dependent children; and title VII,
maternal and child health: We make a special plea that guarantee
of no discrimination be written into the bill. The matter of Negro
health is a concern not only of the Negro but to every white person
he comes in contact with., You know from conditions in the South
where Negroes are used in the home and where they are in constant
contact with the white population, that Negro health is a matter
of concern to the white population itself, and we urge that it be
written into the bill that, in those States which provide for the sep.
aration of the races in public places and under public institutions
fair and adequate provisions be made for them in institutions and
personnel administration.

We have a precedent for this in the Act of August 30, 1890,
chapter 841,.which amended the original July 2, 1862, act providing
Federal grants to State agricultural colleges, and provides in part:

That no money shall be paid out under this act to any State or Territory
for the support and maintennnce of a college where a distinction of race or
color is made in the admission of students, but the establishment and mainte-
nance of such colleges separately for white and colored students shall be held
to be a compliance with the provisions of thls act It the funds received in
such State or Territory be equitably divided as hereinafter set forth. * * *
I We have had the most disgusting experiences in the matter of
public health. If you want to know how much handicap the Negro
citizen suffers, the only thing ybu have got to do is to try to get a
job, travel, or else get sick, and that applies not only to the ordinary
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citizen but it applies also to United States veterans, of whom I am
one, and I want to say that even as to your United States veterans,
when they have the hospitals here in the city of Washington out
at Mount Alto Hospital although all the Negroes are lumped in
one ward, regardless of diseases, and they are not separated accord-ing to their diseases.In the matter of public health, we have received some of the

greatest discriminations that has ever been perpetrated in this
country. In the city of Columbia, S. C., a Negro ward was only
put into the county hospital in the year 1033. Down at Fiske
University, the dean of women died as the result of an automobile
accident because she was not admitted to a hospital-they would
not take Negro citizens in.

Under those eircumstanes if this Federal Government which
calls upon Negroes to defend it in time of war is going to contribute'
money for public health, and we hope it does contribute money for
public health, because our flat position is we do not want to de-'
prive the white citizens of anything but we simply want to have
all citizens share in th benefits under the law, and I say if the
Federal Government is going to make provisions for public health
for the care of the fatherless and dependent children, for maternal
care, then I say to you that so far as institutions are concerned,
so far as the administration of personnel is concerned, then we ask
that the guaranties of no discrimination be written into the act.

And let mo nake our position on this point unmistakably clear.
The National Associatibn is not endorsing or condoning segregation;
but where, there is segregation it is making its fight for real equality
under and before the law.'

Finally, as to the whole bill and its administration we urge that
guaranties be written in that the administrative personnel be selected
according to individual merit without discrimination as 'to rado,'
the same as guaranty have been written in that the administrative
personnel is to be selected without regard to political affiliation.
We Negroes are United States citizens who have never' failed to
shoulder our full share of the national burden; if we have not paid
you more money in taxes, it is because you have denied us equal
opportunity to work. That is the opportunity which we seek antl
need now the same-as any other citizen regardless of color or creed.

The. CHAIRAtN. Thank you. very much. Miss Dorothy Kahn,
Philadelphia. You represent the American Association of Socli
Workers Miss Kahn f

Miss RAHN. !Yes; and I was, chairman of the advisoif committee
on public employment and public assistance of the President's Com-
mittee on Economic Security.

STATEMENT OF- MISS DORCTHY KAHN, PHIADELPHIA, PA.,
REPRESENTING THEEAMERICAN ASSOCIATION OF POOIAL
WORKERS

Mr. Chairman, in coming before this committee, the. Arnqri.
cin : Association of Social Workers desires to indicate it sup..
port of the gneral principles'involved in this program. " It'believes
that the bill in its intent affords a framework for economic" security
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for people, in whom we are interested, the like of which this country
has never seen before.

We, of course as social workers of the people who in the last
analysis deal with the end results of insecurity, and so we think that
we have a few things to contribute in connection with the details
of this bill, that we would like to lay before you.

Our comments aie going to be confined very largely to the material
in titles I and II of the bill. We agree aLso'with the President's
announced piinciple that the country has to get out of this relief
business, but we believe that the only. way to get out of this relief
business is of course first to increase opportunities for genuine em-
ployment. Where that is impossible, a work program sponsored by
the Government, such insurance provisions as will protect workers
in industry, against the hazards of unemployment, and finally and
this refers particularly to the two titles of the bill about which I
would like to speak, through such provisions as these titles afford
that lay the groundwork for what is a genuinely American program
of public assistance.

Our belief is that there are certain questions that we must ask
ourselves with reference to the whole program and particularly with
reference to these two titles. In the first place, with the program
as contemplated, if it assumes that all of the supposedly employable
workers are going to be employed in the contemplated work pro-
gram, and our first question is, can this work program absorb these
workers? If not, what will be left over, and is that left-over group
adequately cared for in the other provisions of the security measure?

The second question is can the States absorb that left-over group
other than as provided for in titles I and II under the program that
has been outlined?

The second question we would like to discuss very briefly is the
organization for caring for what we call the "revi d ual load ", and
in that connection it is our belief that we require some administra-
tor's machinery that is not clearly indicated in the bill to care for
these groups.

On the first question, as to whether or not the work program
can be expected to absorb the entire number of supposedly eligible
workers, that is 80 percent who are not under the program going to
be turned back to the States and are not cared for by the old-age
provisions or the dependent-children provisions, we would like to
call attention first of all to the fact that, according to the figures of
the Federal Emergency Relief Administration, 44 percent of all
heads of families included in this employable group are between
the ages of 45 and 65, that is, in the group, of course, who are pro-
vided for under the old-age provision, but nevertheless in an age
group which our industrial organization is increasingly finding
itself unable to absorb, and I think we have no reason to assume
that our work program will be any more effective in absorbing these
old workers than has private industry been.

These are the chief breadwinners in 44 percent of all of the fam-.
ilies 9f supposedly employable persons.

There is another large group of these employable persons who fall
between 16, and 21, young persons who have had no working expert.
ence whatsoever, largely because there has been no work oppor-
tunities during this depression, and we mention those as another
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group that it will be exceedingly difficult for the work program to
absorb. In our work program also, there has been indicated a plan
to limit work opportunities to only 1 member of a family. The
Federal figures show that the average number of wage earners per
family is 1.4, but that in 57 percent of all of the families on relief at
the present time, there is only 1 wage earner. In other families
there is more than 1 wage earner, the rest of this group of course,
under the contemplated program would automatically be eliminated.

There is a further limitation on the capacity of the work program
to absorb these employable workers inherent in the fact that accord-
ing to the F. E. R. A. figures, 18 percent of all of the relief popula-
tion have jobs in private industry, jobs that are either part-time jobs
or low-wage jobs where the income is so small that the family re-
quires additional assistance, and they are therefore on relief,

I would like to call attention to the fact that, while this 18 percent
who are already in private industry is nevertheless on relief is a
figure for the country as a whole, our experience in an urban com-
munity-7and I am a relief administrator in Philadelphia-our ex-
perience in an urban community and an industrial community is that
nearly 50percent of all of the families on relief have some income or
some employment which is still so small that it does not'provide them
with an adequate means of livelihood. So that there is another
group that is disadvantaged in relation to our work program. We
would not wish to take that group out of normal industry even
though their earnings are now small or their jobs are only part-time
jobs.

Perhaps the most fundamental difficulty, however, in this question
of absorbing the employable workers in the contemplated work
program is the occupational distribution of those workers. What
do they represent ? Again I refer to our own Governient figures in
that connection and call attention to the fact that a very considerable
number of the workers are lacking in adaptability to the projects
which we are contemplating pursuing. For instance, 30 percent
of this entire group are women, that is, there are some 2,00,000
men and 1,285,000 females.

As we look at these projects or think of the projects that have en
pursued even in the aiding by 0. W. A., we know that we had great
difficulties in absorbing a large number of women in the program.
If you break down this figure of occupations, you will find that, of
the clerical workers on relief, 41 percent are of the professional
group and 20 percent are women. Of the skilled group, only 5 per-
cent are women, but I will call particular attention to this--that of
the unskilled group, 34 percent are women.

Moreover, if you consider the classifications by another type of
break-down .an I am quoting now from an occupational-distribu-
tion table that we made of the relief population in Philadelphia
we found that 18 percent of a sample group were in domestic an3
personal service. If that group of persons who constitutes a very
substantial part of the employable workers had been men, I think
we might readily consider that they would adapt themselves to work
on roads, harborsi and so on, even though their previous occupations
had been domestic or personal service or sales occupations if we
could find no other work for them. But, as a matter of iact, 56
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percent of that group of domestics are women and, as I quote these
figures, I would like to call attention to the fact that we are exclud-
ing from them all the persons who are supposedly in such situations
that would preclude their working, that is, these are employable
workers that we contemplate absorbing in a work program.

There is a further fact that gives us a pause, gives me pause,
particularly in our situation in Philadelphia, that is, that even now
with a very limited work program, without a single housing proj-
ect under waylthat we have already practically exhausted what we
call the employment inventory, that is that supply of available
workers in the group of painters and carpenters on relief, which
shows that the occupational distribution of the people that we are
expecting to absorb In our work program is much less varied.

We have assumed that we have in that group a number of persons,
with the greatest ingenuity that we can command, will not be ab-
sorbed in any projects that we can conceive, even though they are
physically and mentally able to work and very eager for employ-,
ment.

On the physical side, I would like to quote from some figures that
we have recently secured from the Illinois Emergency Relief Com-
mission who undertook to give health 'examinations to a group of
people that had been classified as employable and referred for work.
These were people that did not have sufficiently obvious defects to
bar them from participation in the work program and in that group
it was found that only 50 percent of the whole group were sufficiently
healthy, sufficiently strong, to pursue any of the labor projects.
Eighteen percent were incapacitated entirely, and another group, a
smaller number; constituting 16 percent were suffering from defec-
tive vision, epilepsy, high blood pressure, and other serious handi-
caps that made it necessary to assign them to what we call light
clerical jobs.

It seems to us in view of these facts that it is most unlikely that
we will be able by the greatest stretch of our imagiiiations andingenuities to absorb in the contemplated work program anything
like 00 percent of the 80 percent of the supposedly employablep rtns.' .

Senator COSTIGAN. -You have been very helpful to the committees
of the Senate in other hearings having to do with human needs. May
I ask you whether your conclusion just stated applies to the country
as a whole or merely to our Pennsylvania data

Miss KAUN. I think, Senator Costigan, it applies to the country
as a whole, because we are basing these conclusions upon an examina-
tion of the Federal figures of the experience in various parts of tie
country., It is of course more true of the urban areas, that we are
more, 'ven more, concerned because of that fact, because our largest
work projects are very likely to be pursued in our urban areasa, and
if We confine that to the relief population, the largest part of the
relief population is in the urban communities.

Senator CsToAx. Have you any suggestions as to the percentage
of the unemployed employables who are not likely to be given em-
ploy'meht by the Federal Government under the public-works
proraml '' I

Mirs KAmti. Percentages are always a little dangerous Senator,
and our estimates of course are estimated on experience an observa-
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tion and mathematics. I think we hold no brief for their accuracy,
but we believe that if one-half of the supposedly employable workers
or at the most 60 percent of the employable workers are absorbed
in a works program, we will be doing remarkably well.

Senator COSTIGAN. Can you state that conclusion in figures, ap.
proximately?

Miss. KAmN. I am afraid I cannot.
Senator COSTlOAN. How many employed employables do you have

reason to suppose there are in the United States at this time?
Miss KAHN. I think the only figures we have are those which have

been provided by the F. E. R. A., and I think their estimate for the
work program is something like 8,500,000, is it not?

senator COsMoAN. Is it your suggestion that only approximately
half or slightly more than half of that number can probably be ab-
sorbed under the Public Works program now being considered?

Miss KAHN. Of course, that is a conservative estimate; but I would
like to call attention to one more fact, Senator, and that is-people
will deny this on the ground that we employed considerably more
than that during C. V. A., but the C. W. A. was a short-time pro-
gram. This other program is contemplated as a long-time program
not a lot of short projects that would use a considerable number oi
persons over a period of a few weeks and then fold up; and if we
are going to undertake to guarantee long-time employment to a
group of people on any projects such as those that have been de-
signed, we feel that it is most unlikely that a larger number than that
will be employed even with all the ingenuity that we have.

Senator COiSIoAx. With respect to another part of the announced
program, have you reached a conclusion as to the ability of the sev-
eral States to take care of the unemployables who may be turned
backI

Miss KAHN. That was the next point I was getting to, Senator
Costigan.

Senator ByD. Before you leave that; I understood there were
10 million unemployed at this time. Miss Perkins testified to that.

Miss KAhN. I- was only confining my figures to the employables
on relief.

Senator BYRD. In other words so far as millions that are now on
relief, three and a half million of them are employables.

Miss KAHN. These are the F. E. R. A. estimates.
Senator BYRD. You think half of those can be provided for in this

program.
Miss KAHN. In a long-time work program; yes, sir. That, by the

way, is my personal estimate. I do not want to charge it to my
association.

Senator BYRD. I think it is a very conservative one.
Senator CosnoAN. You are especially qualified to make it.
Miss KAHN. Of course we have had a little experience with this

business of trying to find people who are able to do the particular
jobs that we want them to No, and we are thinking again of real jobs
that really represent constructive work.

With reference to this point of the State's capacity, to absorb the
unemployables or the balance of this load that does not fall into the
works program or is not absorbed by the works program, our belief,
of course, is that Ois relief business will not liquidate itself, that it
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will only be liquidated as the other parts of the security program
absorb the people who are now on relief, through the security pro-
gram of private employment. I think perhaps we are a little likely
to forget that private employment exists, but only as private em-
ployment and the various parts of the security program absorbs
these persons will they come off of relief, and if you consider the
capacity of our States to absorb this group, I think we have to
recognize that our States now doing certain jobs in this field that
they have don6 for generations, that we have a system of poor laws
in this country that we have recognized for a long time as unsuitable
to our standards and that perhaps the greatest thing that has been
done about the worker by the Federal Emergency Relief Adminis-
tration is that it has for the first time given assistance to a group
of people who were in trouble through no fault of their' own, on a
standard inadequate as it was, that was way over and above any-
thing that we have known in our State poor laws. And various
legisatures that are meeting this year are trying to consolidate the
gains that have been made in the administration of relief by an
improvement in those poor laws. But the efforts of these States, we
believe, require by the continued encouragement and support of
the Federal Government, and it is our belief that the States and
local government with few exceptions are not prepared at this time
to assume by themselves the tremendous extra financial burden
which would be required in the 30 percent of the present number
of families on relief rolls were shifted to their care.

State and local governments, to prepare themselves to provide for
the means of those left to their care, face great obstacles in reorganiz-
ing poor relief systems, providing unified welfare departments, and
satisfactory assistance programs, and progress along this line could
be excepted only by continuous aid from the Federal Government.

If, as is feared the number not absorbed by a work program should
constitute half te present number of families, the problem of the
States would be correspondingly worse.

It is also likely that the total number of families would be more
than the estimated 5,000,000, particularly in view of the announce-
ment that relief clients only will be eligible to the work program.
This refers to the fact that most of us believe that this limitation is
dragging more and more families to the relief rolls.

Consideration should be given to the extent to which States are
ready providing welfare services not included in Federal figures.

Complete estimates of costs are lacking but might be conservatively
estimated at $300,000,000 annually. Thse include State provisions
for old age, dependent children, blind pensions almshouses, poor
relief institutions for care of insane, feeble-minded and son on.

If from 30 to 50 percent of the present cost of relief estimated at
the rate of approximately $2,000,000,000 a year were to be accepted
by the States, it would mean an annual obligation of $600,000,000 to
$1,000,000,000 in addition to the $300,000,000 mentioned above. If
such a situation were forced on the States and local governments, it
is doubtful whether it would be possible to expect any improvement
over the situation which led in 1938 to a Federal relief policy, which
led some of us, as Senator Costigan has indicated, to come down
here and plead for the organization of decent, adequate care for
the people that we knew were in need.
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No doubt some of the States would be able to pay a proportionate
share from local and State taxes; but other States and local govern-
ments would be unable to do so. 'he extent of need is now vastly
greater than at any time during which the practice of State and local
responsibility for relief developed.

State and local relief programs combined have never undertaken
the continuing obligation for any such number of families as it has
been proposed to return to their care. Tie depression itself, aside
from the unemployment.which it-caused,, has reduced the natural re-
sources of great numbers of families in all classifications of need. If,
as has been suggested, the State and local governments should be
asked to assume the care of 1,500,000 families, even though grants-in-
aid should be provided to the extent of approximately $100,000 000$
the States' burden would be from three to four times as great as those
governmental units have ever been required to care for prior to the
recent time.

Now, in further support of our belief in the inability of the States
to assume this burden immediately, or in the near future, we would
like to refer to some figures that appear in the publication of the
Brookings Institution by Mr. Warburton, entitled, "America's ca-
pacity to consume ", which gives indexes of the State we) fare and
income, and shows, among other things--and I will not go into great
detail about this-there are 18 States in this country where the per
capita income in 1929 was under $500. One of those States had a
per capita income of $23Y.

Senator CosTIoAx. You refer to the per capita income' of the em-
ployees I

Miss KAHmN. No; the per capita income of wealth in the States,
which indicates something in relation to the current resources of the
States.

Now I think there are a number of other points that might be
made with reference to the nature of these vast resources; that is,
the extent to which funds for the care of these groups that are
returned to the States must be secured through equitable tax meas-
ures; and that is, without placing the burdens further on the very
people who bear them now.

The State I come from, for instance, happens to be a State which,
at the moment) does. not have a State income tax; and in order to
assume this burden all sorts of taxes would have to be resorted to
which would further burden real estate and the small merchant and
the very group of people who are now burdened with other seemingly
inequitable taxes. The Federal Government is, of course, at the
moment, the only resource that can be used in an equitable tax
program that can equalize the inequalities of income and resources
throughoutthe States.

Senator Coamo w. Miss'Kahn, what is the relation between the
conclusions you have stated and the bill before the committee

Miss KAHN. I was just coming to ihat, Senator. These thingrs
that I have said lead us to the conclusion that the titles I and rf,
with which we are chiefly concerned in the bill, do not adequate
cover the group that the bill in its purposes, intends to cover. %7
welcome this purpose bf the bill to alleviate the hazards of old age,
unemployment, illness, and dependency; and we believe that these
titles while they tet great mileposts in our forward movement toward

,
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economic security and care for the people of our country who require
it, leave literally thousands of persons, as I think the previous wit-
ness said, "falling between the slats."

There are, of course, provisions for the aged. There are the
provisions in title II for the broken families, where there is no wage
earner; but I want to call your attention there to another figure of
the F. E. R. A., which shows that only 8 percent of all the families
under their carp are broken families, and those include not only the
families where there is only a mother and dependent children but
also those families where there is only a father and dependent chil-
dren. So it is a very liberal estimate of the number of broken fami-
lies that might be considered under this title of the act.

We believe that the social hazards referred to in this bill, ag-
gravated by the depression, affect families in a variety of ways,
and that unified programs of general assistance are required to
provide for the needs of great numbers of families who do not fall
in the particular classifications or categories like those mentioned in
titles I and II of the bill. These family situations, however, repre-
sent individual problems and are in constant change. Measures for
dealing with them must, therefore be tinified and inuo  "'e general
enough so each person is not shifted from one jurisdict" . ;o another
when a change of category occurs.

As an illustration I would point out the families who are now
finding that the assistance already afforded them und,.r State legis-
lation for mothers' assistance, for instance, are being sl'iifted in many
instances, to the emergency-relief load because thoe children who
were formerly depended upon to supplement the State grant for
mothers' aid are now unemployed.

Except for the self-defining problem of old age, families and
individuals needing assistance are not permanently indigent or un-
employable. Through application of rehabilitation methods, a pro-
grain of public welfare could help them overcome the disasters which
the depression has meant for them. The need for broad and gen-
eral provision is shown by the fact that under mothers'-aid pro-
grams many more families and children are dependent on poor relief
than are admitted to the preferable treatment given by the special
program. I would like to further emphasize that point, because in
State after State where such provisions for old age, or mothers'
aid, or blind pensions, or other forms of categorical relief, as we
call them, have already been set up, we" find that .only a small*
number of persons logically fall in those categorical reliefs, and
somebody has to take care of all of the rest. At the present time it
seems to be the Federal Emergency Relief Administration that is
caring for all the rest.

In our own community there are more widows with dependent
children being cared for by the Relief A"dministration than by the
State mothers -assistance fund. The same is true of the blind; the
same is true of the aged, tnd the same i, icrie of almost any other
group of persons who can easily be defined and set off, if you happen
to have a very simple, uncomplicated case. Some of us occasionally,
Senator, do not know what to do when we'get hold of a blind,
uneldnloyed veteran. There are so many different administrations
in which his relief might fall.
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So we believe that this group of all of the rest of persons who do
not fall in the two simple categories, who are not absorbed by the
works program, must be provided likewise with some public assist-
ance of a self-respecting character.

We believe that grants-in-aid from the Federal Government to
the States and to the local governments should be general, so that
attention will not be given to any one special category at the expense
of others. In addition to other financial pressure, a State is re-
quired to support dependent children, let us say, in one type of
family. It is less likely to be able to deal with equally meritorious
situations that do not happen to fall in that particular class.

Finally, we believe that all of these things that are in this present
bill, and these others who are not specifically included in this bill,
should be provided for through an economical, unified, Federal ad-
ministration; not in the sense that it had a jurisdiction but that it
is a unifying, coordinating agency in the Federal Government.

These first two titles of the act are lodged in the Federal Emer-
gency Relief Administration-which I understand goes out of exist-
ence before the act becomes effective, if it is passed-and other titles
of the bill are lodged eLsewhere; and so far as we can observe, in
our practical experience, these are all the same people and should
not be provided for specially.

We feel that this could be done by changing the provisions of
titles I and II of the security bill so that assistance on the same basis
extended to other families in need, would be given the same kind
of Federal aid. By close coordination with the "tapering off"
of the present relief program, the change to a cooperative Fed-
eral, State, and local program could take place in an orderly fashion,
with the emergency activities relaxing as State and local measures
got under way.

It is our fundamental belief that the worst feature of our present
relief program is the fact that it is needed; next, that it should be
inadequate, uncertain, and humiliating. With a works program pro-
viding jobs wherever possible, and Federal encouragement to States,
it would be possible to build a Federal State and local assistance
program which would reconcile the problem of the relief programs
of the past. It would provide the basic means for those for whom
other means were not available and would further assist each one
of the family situations in its individual set of circumstances to
remove itself from the general category of need. It would therefore
avoid the greatest evif of a continuing relief system, namely the
segrgation of a portion of the population living permanently from
public relief. It would also break down the concept of pauper
relief and of destitution as the basis for Government aid which
characterized the relief programs in the pasL

In further support of this point I would like to quote from the
report of the Committee on Economic Security, in reference to
administration:

'The Federal Government has long had Important functions In relation to
social welfare. In the depression these activities have grown apace, particu-
larly in connection with relief. For come time the Government has had the
major responsibility fat the assistance to above one1sixth of the entire popula-
tion of the country. Hereafter, the Federal Govr.mment will still have large
and continuing responsibility for many parts of the heretofore undifferentiatedI
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relief problem, and some of our recommendations contemplate expansion in
Federal social-welfare activities.

The importance which the social-welfare activities of the Federal Govern-
ment have assumed is such that they should clearly all be administratively
coordinated and related. The detailed working out of such coordination does
not fall .tthln the scope of this committee, but we deem it important to direct
attention to the desirability of early action In this matter.

It is our belief that action in this matter should be included in
the consideration of this bill, in order that we may have a single,
unified Federal agency which will be coordinated with the unified
State agencies required in the bill, in order to give us the most
effective administration of these provisions and any others that may
be added.

One of til most difficult problems for the States and local gov-
ernments to deal with is that of the transient and homeless persons
and families. In the past, relief funds came almost wholly from
local taxes. The needs of persons fromt other communities were
therefore disregarded and the transient and homeless person or
family was kept on tie move from place to place. By the use of
Federal funds, it has been possible to provide measures to deal with
this problem, and only through regular participation of the Fed-
eral Government is it likely that continuing provision will be made.
It may properly be assumed that a Government work program may
be the means of giving employment to large numbers of transients,
but not all of these persons could be regularly put to work because
of age, health and other handicaps.

Continued Fiederal aid to States for the purpose of helping the
States to provide care for persons in need could be most appro-
priately given by grants-in-aid for general assistance programs of
State an( local governments, administered through a permanent
bureau or department of the Federal Government combining eco-
nomically the administration of special grants-in-aid for particular
classes of need, and providing a means through which collateral
services of the FederalGovernment could cooperate most effectively
in strengthening the Federal, State, and local programs to care for
those in need.

The program of the Federal bureau should be broad enough to
include the following:

(a) Old- go assistance grants-in-aid as provided in the security
bill (S. 1180).
(b) Families and dependent children without breadwinners able

to be employed in public or private employment. This would include
the provision that is made for some of these families under title II
of the security bill (S. 1180).

(c) Families whose wage earners, because of long periods of unem-
ployment, have incurred disabilities due to physical disorders and
mental strain.

(d) Those able to work but because of industrial dislocation or
for other causes cannot be fitted into employment programs.

(e) Transient and homeless families and individuals who cannot
be employed on a work program.

(1) The families, such as those now on relief rolls, who are on
part-time nonrelief jobs but whose wages would need to be supple.
mented.
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(g) Families and individuals in villages and semirural areas not
accepted for rural rehabilitation and for whom no work program is
available.

The county or regional assistance office would be the point of local
administration served by a State public welfare department. Such
a department would in turn be served by the Federal bureau.

Particular services to be performed might be the basis for divisions
within the bureau, as follows:

(a) Division on family and child welfare: Through a field staff,
this division would serve as the connecting link between Federal and
State programs.

(6) Division of accounting, statistics, and research. This divi-
sion would be responsible for providing national reports on the
amount of assistance under various Federal appropriations, and
responsible for collecting such data as was necessary for deterinin-
ing the amounts of grants-in-aid to the several States. The divi.
sion would also be expected to develop a system of statistics con-
cerning the extent of the problems and the functioning of the local,
State, and national measures under which the various governments
operated.

(o) Division on personnel and training: The character of public-
assistance program would depend to a great extent upon the kind
of persons employed to deal with those who were in need of assist-
ance and with the administrators of the programs. -In order that
the personnel could be kept free from partisan politics and could be
selected on a basis of qualifications which would assure the local ad-
ministration being at the level of Federal standards, the division on
personnel and training should be available to maintain standards
of personnel selection and assist in the professional education of per-
sons who would become eligible for positions in the assistance pro-
gram. In view of the cooperative nature of the relationship between
the Federal, State and local programs, it is urged that the Fed-
eral Civil Service Commission be authorized to set the standards for
the State and local merit selection of personnel.

The field staff of the Federal bureau would represent special pro-
visions made by the Federal Government for any special categories
of need, such as, old age, dependent children, and so forth, in rela-
tion to the State departments. The Federal bureau would be
equipped with such specialists in the various kinds of public assist-
ance as would be necessary and these specialists would work with
the States through the general field staff. The operation of the
bureau would be under a chief and an assistant chief in general
charge of the various divisions and functions of the bureau.

The bureau should have, in addition to the authority to require
certain standards regarding personnel to be employed by State and
local governments, authority also to establish standards regarding
adequacy of assistance and establish certain minimum policies re-
garding the functions of the Federal, State, and local assistance
programs, In addition to its authority to allocate grant' -in-aid
from the Federal Government to the States, ome provision for
equalization should be included in its authorization in view of the
varying degrees of need in the several States and the varying ca-
pacities of the States to meet these needs.

Senator KIwo. Mr. Sherwood Reeder.
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STATEMENT OF SHERWOOD REEDE.R, WASHINGTON, D. 0., ASSIST.
ANT DIRECTOR, UNITED STATES CONFERENCE OF MAYORS,
AND OF THE AMERICAN MUNICIPAL ASSOCIATION

7

Mr. REFiD. My name is Sherwood Reeder, representing the
United States Conference of Mayors and the American Municipal
Association. I am speaking particularly for the executive committee
of the United States Conference of Mayors consisting of Mayors
Hoan, of Milvaukee; LaGuardia, of New York City; Rossi, of San
Francisco; Mansfield, of Boston; Jiacksonh of Baltimore; Holcombe,
of Houston; and Overton, of Memphis. I am also appearing on
behalf of the committee on Federal policy of the American Munici-
pal Association which committee is authorized to express its view.
points on behalf of 32 State leagues of municipalities throughout
the country.

I shall speak briefly and solely with reference to one minor matter
with the purpose of asking the committee to make specific what the
President's Committee on Economic Security and the drafters of this
measure undoubtedly intended to be specific, but which, as now
drafted, is general in phraseology and could possibly lead to con.
fusion.

We ask the committee to insert the word "government" after
the word "S ta te" in line 0, page 8 of the Senate bill. This is sub.
section (a) of section 4 of title I-the title having to do with old-age
assistance.

Senator KINo. Insert what word?
Mr. RsFxz. Insert the word "government" after the word

"State."
Senator KINo. "Financial participation by the State govern-

ment"1
Mr. R~wza. Yes, sir; I am going to explain what we mean by

that. Through informal conferences with members of the research
staff of the President's Committee on Economic Security, we under-
stand that the intent of the old-age-assistance plan is for substantial
financial contributions by the State governments. However, as now
drafted, this is not specifically stated, and we feel, on the basis of
past experience, that to insure fair and just financial participation
by the States, the word "government" should be inserted. If this
is not done, there is the possibility of States shifting the whole State
financial burden to the local governments. This is exactly what
has been done under the Federal Relief Act which is similarly
worded. In Massachusetts, for example, the State has for the past.
3 years shifted the whole relief burden to cities, with the result that
only Federal and city funds are being used to meet the relief needs
of that jurisdiction.

* Senator Kiwo. Mr. Reeder, do you not think the States are better
able to determine the wishes of the people within the States than we
are? You are challenging the competency of the States to govern
themselves with respect to a matter which pertains to the entire
State.

Mr. RE1DE. Senator, as we understand the intention of the com-
mittee which originally worked on this bill and made the study for
the President, as well as those persons who drafted the relief bill
some months ago, it was their intention that the State governments,
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as units, should make the contributions and not the local govern-
ments, and the reason for their attitude, I think, and the reason for
our attitude, is the point which I am just about the make, that the
only source or tho principal source of revenue to local government,
is revenue from property taxes. Many of us feel, and some groups
feel very strongly, that property has carried too much of the burden.
Now a State, as well as the Federal Government, has many other
sources of revenue. A State may levy an income tax, it may levy a
sales tax, a gasoline tax, and it has other sources of revenue which
would be very detrimental for a local community to levy.

This provision in the bill says that a substantial contribution shall
be inado by the State. We have seen in the relief situation, in
Massachusetts as one extreme example, not a cent of contribution
was made by the State government, and the local communities had to
carry it all.

Senator BYRD. Where is that?
Mr. Rr.FmnxV. On page 3, line 6. If this is injected in the bill it

does not mean the local governments cannot still be called on by the
State to make the contribution, but the State government, as such,
must make a definite contribuion.

Senator KNo. Proceed.
Mr. REEDn. We are anxious not to leave any loopholes which,

either through too general phraseology or discretionary action by
Federal authorities, States may be enabled to "pass the buck" to
those units of government which are dependent almost entirely upon
revenues from the general property tax.

I feel sure that in view of the apparent intent of the plan, the
Economic Security Committee would support this minor change.

I thank you.
Senator Ku:m. Thank you very much. Mr. Forster, come for-

ward, please.

STATEMENT OF H. WALTER FORSTER, LIFE INSURANCE AND PEN.
SION DIVISION OF TOW ERS, PERRIN, FORSTER & CROSBY, INC.,
PHILADELPHIA, PA.

Mr. FORSTE. My name is H. Walter Forster. I am vice president
of Towers, Perrin, Forster & Crosby, Inc., of Philadelphia, and in
charge of the pension consulting division of that corporation.

Since 1906 I have devoted most of my time to consulting work for
important operations, dealing with employer-employee relationship
and from 1017 on an increasing scale, supported by a large staff, Y
have devoted myself to the problem of pensions for such employees.

During the past few months, when this-legislation was pending,
our clients, and many other corporations, have uniformly raised the
question as to whether the bil which would be passed might not
properly have a provision in it under which a pension plan already
in force and properly financed, and more liberal as to benefits, might
be continued, and that in the future more liberal and properly financed
pension plans might be established. That is a reasonable request, in
my judgment, and it is one which George A. Huggins of Phda.
doIphia presented recently before you in behalf of certain churches,
adMr. Marion B. Folsom of the Eastman Kodak Co. also aug-

gested to you. I )ad the pleasure of being the consultant to the
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Eastman Kodak Co. on that plan. I have prepared a brief, Mr.
Chairman, which covers the point and contains alternative amend-
ments, one rather detailed and one very simple. If you will grant me
a very few minutes I will try to give the gist of the argument.

Senator KiNo. Is your brief printed?
Mr. Fos rn. I have one copy with me.
Senator KINo. I wish you would leave a few copies with the clerk

of the committee.
Mr. FoRsTmR. I have four or five other copies which I shall be glad

to leave with you.
Mr. Folsom yesterday, in answer to a question, stated there are

some 400 industrial plants in America who have a pension plan, and
when you add the utility and financial institutions you have 600 such
plans, covering two or three million people.

Senator KINo. I think it was 300 plants.
Mr. FoRsTR. Approximately that many have reserves behind them.

These reserves are set out irrevocably with insurance companies and
trustees, totaling at least $700,000,000. In other words, American
business has put money bhind its belief in pensions. It seems reason-
able that you should, as representatives of the welfare of the Nation,
not cut down the prospective benefits of employees who are fortunate
enough now to be under these plans, or who hereafter come under
plans of that character, providing the benefits in all cases are equal or
better and the reserves are set up in a manner approved by the Social
Insurance Board. 'There is no thought for a moment that there should
be any falling below the minimum standard which you have set.
Incidentally, gentlemen, the fact that there are today these plans in
force is excellent evidence of the general propriety of extending the
idea of pensions for people gainfully employed.

Senator KINo. Do you think if this plan which is now under con-
sideration by this committee should go through, it would have a
detrimental or injurious effect upon these four-hundred-and-odd
organizations or the provisions which have been made for pensions?

Mr. FosrzTE. That is a very pertinent question, Senator. I should
say that in a good number of cases where employers had seen fit to
build up first-class plans, if they had to take the employees out of
those and lit them in the Federal plan, they might very logically say,

SWe do not care any more about our own plans. If we cannot go on
with first class, admittedly safeguarded propositions, why go ahead
with any private plans?" Your standard is a minimum standard.
You want to do everything Trou can to encourage citizens having
pensions in excess of such a minimum.

Senator KINo. Are you going to submit to us a proposition so that
we might, in legislating, continue and preserve the schemes which
have been made by these organizationsV

Mr. FoRsrm. Exactly so.
Senator KINo. And at the same time go forward with a general

plant
Mr. FORSTR. Our clients have, speaking largely, no objection to a

Federal pension plan. The only question is, do not destroy or tear
down or minimize what already has been established. 'We have an
excellent example gentlemen, of the propriety of not doing that in the
fact that this bill before you excludes Federal employees, who are
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under a pension plan. Why is that? I think although I am not
in the confidence of the men who drew the bifi, it is because they
have a plan that is better as to benefits, and there is money behind it.
Incidentally, those employees are contributing now, and have for 8
years, 81/2 percent of their pay toward the pension plan. That is
far more than proposed under the various scales that have come
before you.

You realize that the problem is a tremendously difficult one. Vari-
ous competent men have appeared before you and proposed different
terms for the benefits, the contributions, and so on. Necessarily, the
system is an experimental one and it is going to take years before this
proposition settles down to what might be termed a permanent basis,
as it is in England, where they pay a pension of 10 shillings a week;
nothing as liberal as here proposed.

Senator KiNo. You think a plan could ba provided in the bill by
which they could integrate these organizations with the organiza.
tions set up by this bill?

Mr. Fons'r.n. Absolutely. The only two provisions you would
have to make would be, first, that private plans of that character
may be operated; and, second, if an employee who elects to come
under such a private plan thereafter leaves" his employment, there
should be set up for him security similar in character as' if he stayed
under the Federal plan.

Senator KiNo. How can we interdict the States from imposing like
burdens, through property taxation or otherwise, upon the 400 asso.
ciations or those who set these plans up?

Air. FoysvnT. I am speaking, Senator, only, of titles III and IV
which apply to the contributory old-age ainuity plan which is a
Federal project pure and simple. There is no propusai in the plan
that the States shall have anything to do with it.

Senator Ki-n:- You are not talking, then, of the old-age pensions
in the act I

Mr. FOiSTERn. Not the old-age pensions which are gratiitous. I
am talking about pensions which are a matter of rigfit of workers
who fulfil certain icquirements.

Senator CorzENs. Do you include unemployment insurance?
Mr. Fons'Trz. No, sir; I am speaking strictly of titles III and IV.

The proposal is that the social-insurance board which is set up as an
agency to administer this plan, shall have the right to determine that
plans \vhich employers have or may desire to inaugurate are actually
equal or better, andthat the flnaneial agency used, which presumably
will be the great life-insurance companies, but not necessarily so,
will be satisfactory to them, and if they can be so satisfied, then the
employer shall be permitted to operate such a plan, with the right
of supervision and revocation of that right, for necessarily the Nation
must be certain that no citizen is not treated as favorably as this bill
intends he shall be treated.

Senator CouzEss. Did you have anything to do with the Eastman
Kodak set-up of the unemployment plan?

Mr. FORSTR. No. Mr. Folsom is outstandingly able in that field. 4
He is one of the few men who appeared before you on the unemploy.
ment subject who has had actual experience with it. lie has also had

/
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practical pension experience. So have I, for some 18 years. You
now there are about 300,000 employees who are voluntarily contribut.

ig to these plans.
Senator COUZENS. Where are the funds kept in that casel Are

they under the jurisdiction of the corporation?
Mr. FORST R. The funds are always set up outside the corporation's

control and are kept either in life-insurance companies or by trustees.
Senator CqUzENs. There is no danger of having the funds

dissipated
Mr. FORST:R. NO, sir; I know of 200 or more cases where theemployer has no right whatsoever to this reserve except as it is paid

out in pensions to his employees. That is his only right. lie cannot
recapture the fund. That is essential.

Senator CouzEss. Very essential. I was interested in where the
funds are kept and who does control the funds.

Mr. FORSTER. The funds are kept to a large extent, by life-insur-
ance companies, and to a considerable extent by corporate trustees,
and in some cases by officers of corporations acting as trustees to
whom they are irrevocably assigned.

Senator COUZENS. Is there any limitation of the investment that
those funds may be in?

Mr. FORs R. ThM life-insurance companies of necessity are con.
trolled by law. The corporate trustees who are acting, and private
individuals acting as trustees, generally use very conservative meth-
ods of investment, because we have a lond-time obligation here which
will mature many years hence for most employees, and it requires
conservative investment.

Senator KING. You may proceed with your talk, Mr. Forster.
Mr.> FoRSTFR. One of t he arguments, Mr. Chairman, in favor of

this procedure is this: You have had much testimony before you
that the Treasurer of the United States is concerned about the diffi.
culty of investing large amounts of money in Federal securities. To
the extent to which present plans or future plans can find safe
avenues of investment, through life-insurance companies and
trustees, in gilt-edged securities other than Federal securities, you are
helping to support the entire social insurance program. Every dol-
lar that is behind pensions in gilt-edged investments strengthens
the whole program.

There is one other point, Mr. Chairman, that I would like to touch
upon. Yesterday, one of you gentlemen asked Mr. Folsom whether
ho thought it was desirable for the Government to enter into the
selling of individual annuities under the voluntary annuity provi.
sion. Mr. Folsom said he presumed, and he is correct in that respect,
that it was a way by which persons who could save only small sums
of money might set it aside for their own old a ge. You have, of
course, under the Federal (lovernment, the Posta1 Savings System,
and you have the new baby-bond plan which has just been approved.
So there are adequate means to save money for any purpose what-
soever. They could turn to the life-insurance companies, if they
cared to, and buy annuities with minimum premiums of $10 a month,
or greater, or for any larger capital sum. It could be feasible to elim-
inate the voluntary annuity provision from the bill, because its gen.
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eral use, based upon Canadian experience and Italian experience,
indicates it is an unnecessary provision to an otherwise fundamen-
tal, desirable program. I am not urging that upon you, but, as I say,
there are facilities for accumulating small sums of money with
Government help at the present time.

Senator KINo. As viewed by the past, if any authority were given
to agencies of the Federal Government, it is assumed that a large
bureau would be set up, with tremendous machinery and at tremen-
dous cost at the inception of this annuity plan, although the plan
itself would assume very small proportions

Mr. FoRgSTr. That is a possibility.
Senator KINo. I think it is a certainty.
Mr. FoRwsTm. Perhaps you are right, sir. I do not know. I do

know that in Europe the administrative forces for looking after
projects of this character are astonishing large. That is an element
of the cost which, of course, has to fall on us al, because in the aggre-
gate we citizens, out of our earnings, have to produce the benefits.

Senator Couzp.Ns. Have you any figures showing the percentage of
cost for taking care of these funds?

Mr. FoRsTxw. Six or seven life-insurance companies, with whose
figures I am quite familiar, are at the present time spending about
2 percent of income in pension reserves for administration.

SSenator CouzENs. Have you any figures as to what it costs in
these private enterprises that have these pension fundsI

Mr. Fomerzs. In those cases, sir, it is usually nothing because the
officers act as trustees without extra compensation and the clerical
work is absorbed. In other words, the administration has been very
moderate.

Senator KINm. Is that true of all of the 400?
Mr. FoRswR. As to about 300, that is true. The funds in the hands

of the insurance companies are all operated at about that expense
ratio. If a corporation is retained to handle the money, it has a very
moderate amount of work, simply the investment and safeguarding
of funds. The granting of pensions is done by the management, of
course.

Senator KNo. There is one question that I asked a few moments
ago and I am not quite satisfied as to the result of the integration of
these organizations with the Federal Government. 'rake, for in-
stance, the question of the old.age pensions. The State is putting up
a certain amount and the Federal Government is matching it. Wot.
withstanding your pension plans, and assuming that they are con-
tinued and nothing in any bill that we may pass interferes with the
continuity of those organizations, and others of like character that
may be formed, would not those corporations, notwithstanding they
may have a better system of dealing with their employees than that
provided by the State and Federal Government, be compelled to pay
under the old-agc. pension provision of $10, $15, or $18 a month?

Mr. Fo~m. Yes, sir.
Senator KING. You would have to pay that?
Mr. Fosrrm. Yes sir
Senator KiNo. Although you may be carrying out your pension

plan for those w~io have reached 60 or 65 years of age, you may still
have to pay to the State fund?

I,
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Mr. FORSTr. You would be allowed a credit to the extent of your
fund as far as title III was concerned, but you would still have your
taxes payable to the State. As far as the State is concerned, the
corporation will have to pay its share of taxes with which the $15
benefit is supported.

Senator Kiko. Then it may set up a fund and administer it, under
the terms of which its employees who reach 60 or 65 years of age may
receive pensions in excess of those granted by the Federal Govern-
ment and by th State, and yet at the same time be compelled to pay
State taxes to the State?

Mr. FORsTE. Yes, sir.
Senator KNo. To pay for the old-age pensions of those who are

outside of that corporation?
Mr. Foasrsr. That is correct. All we are askingK in our suggested

amendment is that as to those employers and their employees who
want to do so, and who operate these approved plans, a remission of
taxes levied under this bill may be made up to the extent to which
they make the payments into these funds. No corporation will come
to the Social Insurance Board and ask to operate in this way unless
it is going to have better benefits and put in more money: that is
obvious.

Senator KIo. I still do not make myself clear. It would seem
to me that with the possibility--with the certainty indeed-that you
continue these, private- pension organizations that have been formed
by these four hundred and more and pay old-age pensions, if you
are expected to tax yourself to provide for your own old-age pension
system and then you have to pay taxes to the Government, I sup-
pose you would be driven out of business.

Mr. FoRs-Mn. I do not think so, sir, for the basic reason; the under-
lying reason, why these pension plans exist is as an efficiency meas-
ure. These liberal pensions are designed to get rid of ineffective
men, for the welfare of the business and for the self-respecting re-
tirement of men who have given many years of service. It is an effi-
ciency measure inherently; therefore if a corporation has, in the
past, been able to afford such a pension plan-and we hope it will
be able todo so in the futuro--it is going to be able to meet its share
of Federal taxes other than under title III and any State taxes that
ma be imposed on it.

Senator KiNo. In addition to its own pension systemI
fr. Foasas. Yes, sir; absolutely. Thank you very much.

SUIPPIMENTAL STAIIENIT OF II. WALME3 FORAYER J35O1E TUE COMMrTrE. OX
FINANCE, UNITED SrATIES SENATE, SEVENTY-FOURTH CONGRESS, FLxUST SESSION,
ON SENATz BIL 1130

1. 1 am the vice president in charge of the life Insurance and pension divi-
sion of Towers, Perrin, Forster & Crosby, Inc., of Philadelphia. That cor-
poration and the former firm of Brown, Crosby & Co., of Philadelphia, in which
I was a senior partner in charge of the same division, have been pension
consultants since 1917.

2. We have been retained by many important corporations and have'assisted
in the installation of new or reverped panalon plsns. Some of our clients have
insured their plans; others have turned over substantial reserves to trustees
other than life-insurance companies, to the end that their en ljloye."s'might
be assured of eventual retirement income; a number have asked their en-
ployees to contribute toward the cost of these r4ans, In every case With almost
a 100-percent response. I

S. In discussing impending Fcd"ral pension legislation with our clients and
other corporations, the question was quite uniformly raised as to whether the
proposed legislation would permit employers, In lieu of the Federal plan, to
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continue In force existing employer plans, to inaugurate new employer plans
prior to the effective date of the Federal plan, or thereafter to substitute em-
ployer plans for the Federal plan, provided, in vach case, the employer plan, in e
operation or proposed, could be shown to the satisfaction of the Government
to be properly financed and equal to or more liberal than the Federal plan.
A study of the bill now before Congress discloses the fact that apparently no
such provision is included. Hence, my appearance to request amendment to
cover that poipt. I appear as a student of, and consultant upon, the pension
problem, and not as a representative of any specific client.

4. My remarks are limited to titles 8 and 4, dealing with the contributory
old-age annuity plan. After discussing the principle, I am proposing an amend-
ment to permit certified private annuity plans.

PRIVATE PENSION PLANS NOW IN FORE

5. Most persons are familiar with the fact that Federal, State, and munici-
pal employees are generally under pension plans, and that the same thing is
true of most railway employees. However, many persons do not know the
extent to which pension plans have been adopted by American business enter-
prises. Mr. Murray W. Latimer, in his outstanding book, Industrial Pension
Systems, recorded up to May 1932, exclusive of governmental and railway-
pension plans, no less than 434 formal American pension plans in organizations
employing over 2,000,000 persons. Since that time the number of plans has
grown to exceed 600, and the number of persons covered has also increased.
For the purpose of my argument, however, only those plans warrant consid-
eration which now have reserves behind them. The following is a conservative
statement of the situation at the present time:

(a) At least 800 plans of industrial and financial institutions and public
utilities, other than railways, have reserves irrevocably set aside with life-
insurance, companies or other trustees.

(b) These reserves aggregate at least $700,000,000 and are rapidly being
Increased.

(o) Over 1,000,000 persons are employed by these organizations, and those
,vh0 remain to pension age will participate In the benefits of the plans.

(d) Approximately 30,000 of these employees now are contributing toward
the cost of their eventual benefits.

0. These pension plans, established voluntarily and primarily as an efficiency
measure, constitute the best possible argument for the general application of
the pension idea to persons gainfully employed.

PRoPoSED BAxEOUA1DS, , OR EPLPOYMs ,

7. While the desirability of a Federal pension plan Is widely recognized,
and if enacted will eventually eztvud a measure of old-age security to millions
of workers, it. seems niost 'desirable not to force a change In existing plans
or to discourage more liberal, properly financed future plans, provided:

a) Benefits exceed those of the Federal plan.
Employers and employees Jointly desired such plans. Of course, if

certain employees do not wish to continue, or to join upon being employed,
they would come under the Federal plan.

(o) Adequate financial provisions have been or are about to be made.
(d) When an employee leaves the employ, the employer would pay to the

Government the contributions which would have been made under the Federal
plan, together with sufficient interest to give him the status he would have
achieved under that plan, or credits could be given him under the employer
plan, on a basis satisfactory to the Social Insurance Board.

Nm or LIEmAL SUPWOYER PLANs

8. In my opinion, the proposed contributory pension plan is very liberal for
a natjonaljact. A comparisQn with EuropeAn plans--notably the 10 shillings
per week jensilo in Great J)rltitn and'about equal average pensions in (er-
many-indicates this clearly, even after allowing for the difference in average
earnings of the citizens of these countries and our own. The eventual deficit
under the proposed plan now before you bids fair to be so large that in no
event should the scale of benefits be increased.

9. In spite of the fgct that the proposed Federal contributory pension plan
is liberal for a natltoal plan to be carried by all employers, whether pros-
perous or not, its benefits are on the whole srubstantlally lower than those pro-
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vided under employer plans of recent origin. Obviously, the proposed legs.
latton should encourage the employer who feels financially able to pension his
employees more liberally and is willing to set up the necessary reserves on
an actuarially sound basis.

10. No provision Is made In the proposed plan for employees who on January
1, 1937, will be age 00 or over, who aggregate a very large number. It is desir.

4:I  able that employer plans should provide for these workers, and, also, that tensof thousands of their former employees now pensioned should continue to e-
celve their pensions Certainly It would seem desirable for Congress to take
no steps that will discourage continuance of satisfactory existing plans or the
establishment#hereafter of liberal plans properly safeguarded.

11. It may be argued that all employers should bring their employees under
i the Federal plan, and that those who chose to do so could supplement it by a

second plan to any extent desired. This, of course, could be done, but it obvi.
ously would be simpler and better to operate a single liberal plan rather than
to have the benefits vary as between two parts of the protection program. For
example, if the employer portion permitted women to retire at age 60, which is
the usual practice, they would receive employer benefits only until age 65, after
which they would be entitled to benefits both from the Government and the
employer. The same thing would be true of earlier retirements under employer
plans because of disability or other reasons, but not provided for under the
Federal plan. Experience with pension plans of some of our largest employers
indicates that such disability retirements are a substantial proportion of the
total number. Under the employer plan, liberal treatment would naturally be
given as to the entire benefit.

12. There are definite advantages to the Government In granting employers
an option such as that outlined above because--

Government reflered of old-ageasstulance papment.-(a) Every employer
plan takes care, In a relatively generous manner, of present pensioners and of
employees now aged 00 and over who are excluded from the contributory Fed.
eral plan and who, If not pensioned by employers, would in part at least Involve
Government cost through giving them old-age assistance in cooperation with
the States.

(b) Governncait relicred of old-age annuity paynterts.--Every such plan,
whose proper financing would be assured In each case, would relieve thu Gov.
ernment of some of the deficit which will arise under every 'Vederr.i pension paid
for decades to come because of the admitted Inadequacy of tb proposed rates of
contribution.

(c) Un.nVrV nPit !rtpnay redomtt.-E vry wsih plAn would relieve the
proposed unemployment reserve plan of costs, because under employer plans It
is customary to pension older employees who have had reasonable service if t
Is necessary to release them before age 85 because of disability, ineflciercy,
technological changes, or other reasons. Employees so protected would not In-
volve payments from unemployment reserves. If employers operate only under
the Fed,:al pension plan, many would release such employees, who would
thereupon draw maximum unemployment benefits and constitute an economic
problem for the years prior to age 05 as well as thereafter, because their ac-
crued pensions would be adversely affected by their early retirement from
gainful employment.

(d) (7orcrnnicnt rcliered of dfalls.-Every such plan would relieve the
social Insurance board of n considerable amount of detail as to records, investi.
gations, and payment of pensions. Only general supervision would have to be
exercised over those plans which would be permitted to operate without par.
ticipatlon in the Federal plan. When one takes Into account the stupendous task
which confronts the social Insurance board In administering a plan Involving
over 25,000.000 citizens, it Is obvious that plans should be permitted which will
not only reduce the details of operation but at the same time materially benefit
a portion of our citizens.

(o) Total annuity rceerres fncrcacd.-The Government wants to restrict the
total reserves under the proposed plan, not because larger reserves are inherently
unwise tut because of the difficulty of Investing the money. Life-Insurance
companies and other pension trustees have found it possible to accumulate safe
Investments yielding over 4 percent, and their continuing to do so should be
encouraged. To the extent that employers' plans, whose benefits include what
the Federal plan would provide, set up proper reserves for the entire benefit, the
whole financial structure of pensions Is strengthened and the Government
relieved of the Investment of any reserves which support these plans.
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(1) Market for sound acourittc inorcascd.-Lifeinsurance companies and
other trustees of employer plans seek conservative and, on the whole, long-time
Investments, since the heaviest pension obligations are many years away. Go.
ernment bonds constitute only a moderate portion of such Investment portfolios,
and the existence of these trusts creates a desirable market for nonspeculative
Investments. There are no contingencies likely to arise under pension plans
wlnteh would ever cause the trustees to throw upon the market large blocks of
securities and have a detrimental effect upon business In general or upon
Government financing in particular.

CONTROL RMtAINED BY COVERNMENT

13. No such nl-inclusive plans would be permitted except by specific approval
of the social insurance board, which board could Issue the detailed governing
regulations which would be required in operating such plans.

14. Since an option to responsible employers to continue or to establish liberal,
properly safeguarded pension plans would, if exercised, be highly desirable in
the Interest of their employees and advantageous to the Government as well, it
is hoped that such a provision will be included In the final draft of the bill.

15. To permit of tile separation of certified private annuity plans, a new
section is suggested. This proposed new section has been given tentatively
the number 38 although in the final draft of the bill it might inore appro-
priately follow Immediately after section 302.

ArILOW AIX CREDIT

S. 308. (a) Subject to the provision of section 08 (c) hereof, for any
period during which an employee elects to be a participant in a certified private
annuity plnn only, there shall be credited against the tax imposed for that
period under section 301 hereof:

(1) The amount of contribution paid by the employee under such a certified
private annuity plan or authorized by him to be deducted from his wages and
pald under such plan; or

(2) In the event that the certified private annuity plan is financed by the
employer exclusively, the amount paid by the employer under the plan on
behalf of the employee In addition to amounts paid by the employer under sec-
tion 308 (b) hereof.

In cases where such credits are allowable, tile amount to be collected and
paid under section 301 hereof shall be the amowit of taxes imposed thereunder
less such credits allowable.
(b) Subject to the provisions of section 308 (o) hereof, for any period dur-

Ing which an employer operates a certified private annuity plan there shaU
be credited against the tax imposed for that period tinder section 802 hereof
upon the pay roll of such employees as elect to participate In such certified
private annuity plan, the amounts paid by such employer under such certified
private annuity plan in respect of such participating employees. In caseswhere
such credits are allowable, the amount to be collected and paid shall be the
amount of taxes Imposed less such credits allowable.

(o) Such credits shall be allowed to any employer or employee operating
under a plan which has been certified by the Social Insurance Board to the
Secretary of the Treasury as conforming to the following minimum require-
ments:

(1) Only such employees shall come under such private annuity plan as
elect to do so.

(2) The annuities provided under such private plan shall, as to such em.
ployces, be not less than those otherwise payable under section 405 of this act.

(8) Tile aggregate contributions to such private plan by employees and em-
ployer shall not be less than the aggregate taxes provided by sections 301
and 302 hereof.

(4) Such contributions shall be deposited currently with a life-insurance
company, or other trustee, approved by the Social Insurance Board.

(5) Upon withdrawal of an employee from such private plan there shall
either (A) be paid Into the Treasury of the United States on behalf of the
withdrawing employee out of the funds of such private plan, a aunt equal to
the credits allowed as to such employee under section 808 (a) and 308 (b)
hereof, together with Interest accretions as determined by the Social Insurance
Board, or (B) be provided, subject to the approval of the Social Insurance
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Board, for such employee, a deferred annuity not less in amount than would
otherwise have been credited to him under section 406 of this lit.

(0) Upon the death before retirement, of an employee covered under such
private plan, there shall be paid to his legal and/or actual dependents, a sum
not less than the amount of the tax Imposed under section 301 of this act
during the period of membership in such plan together with interest thereon
as determined by the Social Insurance Board.

(7) Upon the death after retirement, of an employee covered uader such
private plan, there shall be paid to his legal and/or actual dependents, a sum
equal to the excess, if any, of the amount stated in section 308 (o), paragraph
0, over the 0nnulty payments which would have been otherwise payable to him
under sectidn 405 of this act.

(d) For the purpose of calculating any annuities that may be payable under
section 405 of this act, membership in such certified private annuity plan shall
give the employee the same rights as to dale of entry under this act as if
taxes had been paid on his behalf under sections 801 and 302 hereof from the
beginning of his membership in the private plan.

(e) Any employer may make written application to the Social Insurance
Board for certification to the Secretary of the Treasury of an existing or pro-
posed private annuity plan as being in conformity with the requirements of
section 08 (a) hereof, accompanying such application by as full description
of the plan and such other proof as may be needed that the plan does conform
to these requirements. Within 0 days of the filing of such an application, it
shall be the duty of the Social Insurance Board either so to certify the plan
or to notify the applicant of the particulars wherein the plan does not conform
to the minimum requirements as stated in section 308 (c) hereof. A plan
so certified shall be known as a " certified private annuity plan."

(f) The Social Insurance Board shall have the right to -ail for such reports
from the employer and to make such inspections of his records as will satisfy
it that the requirements are being met and in general to make such regulations
as will facilitate the operation of such certified private annuity plans.

(g) Any certification given by the Social Insurance Board in accordance
with this section shall be revoked.

(1) Upon the request of the employer, or (2) upon failure of the employer
to fulfill the requirements of section 308 (c) hereof.

In either event, the employees covered under the certified private plan shall
be treated as withdrawing employees as provided in section 308 (o),
paragraph 5.

(h) Upon withdrawal of an employee from a certified private annuity plan,
the Social Insurance Board shall either approve such deferred annuity as Is
described under subsection (o) 5 (B) of this section, or shall certify to the
Secretary of the Treasury the amount to be paid as in subsection (o) 5 (A)
of this section.

Upon such certification, the amount so certified shall be collected by the
Bureau of Internal Revenue under the direction of the Secretary of the
Treasury.

10. It might be desirable, that this whole Idea should Ie covered in much
more brief and general language and accordingly we submit below a possible
alternative amendment:

PFAMIT rE PRIVATE. ANNUITY PLANS

Swx. 30& (a) Any employer who demonstrates to the satisfaction of the
Social Insurance Board that a private annuity plan proposed or in operation
provides, as to any employee who elects to Join such plan, benefits not less than
those set forth in section 405 hereof, and that (ontributions toward such plan
not less than the aggregate of taxes specified in sections 301 and 302 hereof are
being or will be deposited with a life-Insurance company or trustee acceptable
to the Board, shall be permitted to operate such plan and, as to any employee
who elects to join It, there shall be credited to such employee and his employer,
against the taxes Imposed under sections 801 and 302 hereof, the contributions
made by him or on his behalf to such private annuity plan. The amount to be
collected and paid under sections 301 and 302 hereof, shall be the amount of
taxes imposed thereunder less such credits allowable.

(b) For the purpose of calculating any annuities that may be payable under
section 405 of this act, membership In such a permitted private annuity plan
shall give the employee the same rights as to date of entry under this act as
If taxes had been paid on his behalf under sections 301 and 802 hereof, from
the beginning of his membership in the private plan.
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(o) The Social insurance Board shall have the power to make such rules and
regulations as will facilitate the operation of such penuitted private atinulty
plans, and shall have the right to revoke such permission either upon tie request
of the employer or upon the failure of the employer to fulfill the requirements
of this section.

Senator KINo. Mr. Reymond, of Binghamton, X. Y.

STATEMENT OF M. H. REYMOND, BINGHANTON, N. Y.

Mr. iltaYoN-D. MY name is M. I. Reymond. I appear as an or-
dinary citizen, not in behalf of any special interest or group.

Senator KiNo. What is your business, Mr. Reymond?
Mr. Rv o ND. My business is industrial engineering. I have done

work for many well-known companies, In that connection I have
had occasion to observe the problem of insecurity in industry at the
place where it is actually developed. I have also made careful
study of the general problem of industrial depression and uiemnploy-
ment during the past 15 years.

What I propose to show is as follows: First. that the currently
agitated theory of trying to create prosperit, by increasing the bene-
fits under the present b q1 is an economic deuiu'on ; and, second, that
even if the benefits are not increased. this bill. if enacted into law,
will have a retarding influence upon our recovery from the existingunemlnloyment.I also propose to place the general subject of economic security

before this committee in a new light that I believe may prove helpful
not only in appraisinlg this particular bill but also in appraising other
legislation that is constant lv coming lIeforkt you.

in order to keep myself" from wnnderi,, away from the subject
and to conserve time, I have prepared a pr liminary statement which
I estimate, will take about 10 or 15 minutes. I issumc it is satis-
factory to go ahead on that basis.

Senator KINo. You can have 10 minutes. Read it as rapidly as
you can.

Mr. RFy.YoD. While I am thoroughly in sympathy with the hi.
manitarian impulses behind the present economic security bill, I am
concerned about the prospect of its turning out to be another one of
those well-intentioned things that, at a time like the present, may do
more harm than good. This danger is particularly great if this bill
is looked upoli as an agency wherewith to create prosperity and the
exl)2nditures under this bill are extended under the delusion that
expenditures of this kind can create prosperity. 'l'he economic fact
is just the reverse. Even if this bill is passel without any additions
to the proposed expenditures, its effects will be to retard recover, and
extend somewhat the time until our vast army of unemployed workers
shall have been reabsorbed by private industry.

I submit that if legislation of this kind should be passed at all at
the present time, itsloliuld be purely on the round that the humani.
tarian benefits will outweigh the economic disadvantage of putting
a damper on recovery from unemployment.
I will now try to show why legislation of this character will retard

the solution of ithe existing unemployment problem.
In order intelligently to appraise the influence upon unemploy.

ment of legislation of this character--or of any other legislation f&r
that matter-It istnecesary first of all to understand what causes
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unemployment. My experience is that very few people know what
causes unemployment. This applies not only to people in general and
their political representatives but also to corporation managers and
to labor leaders and to professional economists. It. is no wonder this
unemployment problem has been mishandled when most of the peo-
ple who have been intrusted with its solution L not themselves under-
.tand the nature of the problem they are dealing with. And yet,
tie cause of unemployment is really quite simple and understandable.It is rVerely the fact that the margin of profit between selling prices
and costs of production las been so contracted as to force the partial
or complete closing down of most of our business enterprises.

This began in 199 when a rapid decline in prices, due in turn to a
complication of financial causes, which it would be inappropriate to
discuss in detail at this time. Costs of production did not decline
as rapidly as the general level of prices, for two reasons. One rea-
son was the fact that the human element in industry resists any
rapid reduction in wage and overhead costs. This applies to em-
ployers as well as to employees. Neither of them like to see wages
reduced, and neither of them like to reduce overhead costs any more
than is necessary. The other reason was the fact that our Govern-
mnent exhorted employers to keep up wage rates and to spend all
they could on plant facilities, in addition to paying higher taxes to
finance Government expenditures.

The inevitable result of rapidly declining prices, combined with
less rapidly declining costs, was a wiping out of profits, a contrac-
tion of enterprises, and a growing army of unemployed workers.

I submit to you that these are the basic facts of the unemploy-
inent problem.

With this understanding in mind as to what causes unemployment,
I submit that there are only two intelligent ways to attack this
problem. One is in the direction of reducing wage and overhead
costs. The other is in the direction of efficiently restoring the gen-
eral level of prices.

Thus far, since 1929, we have done neither of these things. In
the direction of restoring the general level of prices we have wasted
time and resources on positively erroneous schemes that were fore-
doomed to inefficiency and failure.

Senator KINo. Such as the N. R. A.1
Mr. RE:YboND. That was one of them. The Public"Works pro.

gram was another one. The monetary scheme was another, and
there Were others.

Senator KINo. Inflation?
Mr. RtEYtom. Yes. I would like to be able to go into detail on

all those subjects, but of course that would be departing from this
bill.

In the direction of reducing the wage and overhead costs we have
done worse than nothing. In all of the 5 years since 1929 we have
resisted the reduction of these costs. Our intentions were good. We
wished to help labor and relieve unemployment. Actually, with
what might be called misguided humanitarianism, we have unnec-
essarily prolonged the problem of unemployment and we have re
tarded the recovery of adequate earnings per week by the wage
worker. We have forced the closing down of many small marginal
businesses and we have compelled many employers of labor who wero
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formerly humanely inclined toward their employees, to discharge
aged, infirm, and otherwise handicapped employees ii order to stay
in business at all. thus swelling the ranks of what are now calle-i thi
unemployables.

This brings us to the question of whether the present bill at the
present time isn't another similar piece of miguided humanitarian-
ism. This bill proposes a 2-8 percent tax on payrolls plus initial
contributions by the Federal Government of $80,000,000 per year to
$200,000,000 per year. It further proposes a duphicati~n (if tlw:e
expenditures by the individual States. Another important con i,1-
eration is the fact that this is a sulbJect matter upon which aqi1a!
costs are likely far to exceelinml our experience .itl
benefits of a similar ch i e r for a small part o people, ou1 wan
veterans and their ndents, means anything.

Senator KINo. i the experience-in other country means any-
thing.

Mr. REYMo . I will con 4 the perie in other'c tries ii
just a mome .

The CUAT AN. Wlli do y wor iov, N .Reymoi I
M r. REY ox. I b wr r man .ell-knowi com-

panies.
Senator OUZENS. Will Y6u me t iernle I
Mr. 1 OND. of companies t Ii ve done ork

for are th Endic o n tIh W general M tel',
Western ectric, a a gre I I anler companies. ow-
ever, I wa t to makiten C at 1 0 n ect the Views any
one of the!- compan~sf am r t y persona iews..

Senator , UzENS. you n etIn fron a 'of the corn-
panies now:

Mr. BE=rato. No, sir. e new axes v ed unqionablv
mean a furthe increase i _ erl ad b of busine ,and, as
such, cannot bu ave a retarding fluency on the r Ansion of
business to absorb e existing unemployed. 'I sub to you the
onion that, just a present time, the unn ry misery and
te continued demorahiz' of cur peo le ed by prolonging
the existing unemployment w more than counter-
balance the well-intentioned humanitarian benefits anticipated by
the proponents of the present bill.

I also submit to you that it would be almost impossible to pre-
vent benefits under this bill from going' to many people who could
get along without them. The inevitable result would be expensive
relief. I submit the opinion that our duty at the pre ent time is to

provide for victims of the depression and other misfortunes in tho
most economical manner. There is no greater economic fallacy than
the currently popular theory that the spending of money by Gov-
ernment, on old-age pensions or in any other way, tends to help
business and relieve unemployment.

If this money is raised by taxing pay i'olls or by taxing sales
the result Ls to'prolong business stagnation and unemp loyment. I
this money is raised by selling boiids the people who buy the bonds
will spend that much less money on the investments they would
otherwise have made in private industry.

Finfilly,-T subpnit the opinion that I deplore the general philosophy
of this bill of looking upon the problem of depression and unem-
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ploynient as a permanent problem and of seeking to imitate what
European countries have done with this problem. My thought is
that we should be praying to be spared from the fate of European
nations instead of trying to imitate them.

Senator Ki.o. Well, we took that course the other day in dealing
with the World Court bill.

Mr. REY-o1ND. Yes. However, that was not exactly an issue of
imitating other countries. There were some other angles there. The
condition of European peoples is anything but enviable or secure,
economically or otherwise. I believe American ingenuity should be
able to find a better solution to thi3 problem than anything that any
European country has vet found. If we in the United States con-
tinue to bungle this unemployment problem, ai the European coun-
tries have bungled it for years, we may yet land in the deplorable
condition that these countries appear to be drifting toward. Our
own people, in their discouragement and desperation, inny cast to
the winds their hard-won political and industrial liberty of the past
few centuries in the foolish hope that somehow this iay bring us
greater economic security. To my mind it would be one of the
great tragedies of history if, because of a little lack of economic
understanding, we also should drift into that same kind of condition.

Senator KiNo. Mr. Reymond, if I understand your thesis, it is this,
That by spending money we cannot get back prosperity, we cannot
get out of the depression.

Mr. REYMOND. That is correr t.
Senator KING. And, secondly, that so long as we are maintaining

the thesis of high wages and large expenditures, whereas in other
countries waues are low we cannot compete with the world, aind we

are gog to %eour foreign tradIe and thereby retardl the alleviation
of the present condition?

Mr. UEY3IOND. Yes. The principal point I wish to make is that
there are only two ways in which we can actually relieve the unem-
ployment situation. We cannot do it by passing unemployment insur-
ance legislation or by expending money on public works, or in any
other way, or old-age pensions. The only way it can be done is either
to reduce the wage and overhead costs in plrol)ortion to the drop of
the natural level of prices, or to work on the other end of the financial
factors which have caused price levels to drop, and bring them in
relation to the overhead costs.

Senator CouzE's. Have you any program to accomplish that?Mr. IIEY3IOD. I have a very ,lefinite program.
Senator Couzr-s. Areyou going to state it to us?
Mr. RF .iooN. I am afraid it would be out of order in connection

with this bill. I would be glad to have an opportunity to do that.
I was going to come to that in a moment.

In conclusion, I would like to make it clear that I am not criticizing
what appears to me to be misdirected efforts to deal with the question
of unemployment, without, on my part, having definitely in mind a
better approach to the problem thwan that which I am criticizing.

I have shown what causes unemployment. I have shown how we
have thus far largely made the situation worse instead of better
by our misguided efforts. I have shown that the present bill has all
the earmarks of being another misguided effort. And I have, sub-
mitted a general formula by which to check any plan for relieving
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unemployment, to find out whether it will actually contribute toward
the desired result, namely: It must either (1) reduce wage and over-
head costs, or (2) it must provide an efficient program for restoring
and then stabilizing the general level of prices.

I now submit that the existing unemployment can be cured by
either of these two alternative methods. I also submit that the
present situation is so serious that we should be doing something in
the direction of both of these methods.

I would suggest that the erroneous labor legislation of recent
years that is retarding recovery from unemployment should be re-
pealed, and I would suggest that the consideration of legislation
like the present bill, that would further aggravate this unemploy-
inent problem, should be postponed until some future time.

I would like to go further than these suggestions. I would like
to outline to you the principal thing that Ibelieve should be done
in order to efficiently and permanently cure the problem of unem-
ployment. But I am afraid I cannot do this without departing
from a discussion of the present bill. I would have to talk about
the financial causes that made the general price level rapidly decline,
beginning in 1929, and that made investment goods prices rapidly rise
prior to 1929, and that, if they continue uncorrected, will plague us
with similar rapid fluctuations in the general level of prices in the
future. I would also have to describe in detail why our pa*, efforts
in this direction have been erroneous and futile, and also how future
efforts can be made efficient and successful. I suppose I will have
to await an opportune future time to submit these further sugges-
tions, in connection with some other bill, perhaps. Just now I
would be glad to go into any further discussion of the present bill-
that may be requested.

Senator KING. Speaking for myself, if you care to submit further
observations respecting the Vurative policies I would be glad to hear
them now, or have you prepare a paper on that.

The CHAIRMAN. if you want to elaborate on that subject, you can
do so and put it in the record.

Mr. REYOND. All right; I will submit a written statement elabo-
rating what I believe should be done.

The CHAIRMAN. I wish you would do it right away, because we
are having these printed every day.

SLPPLEMENTA.RY STATEMENT BY .1. I. REymoND, IuNOIKASTON, N. Y., INIRO-
DUCED AT THE SUGGESTION OF TIlE COMMITTEE, DESCRIBiNO WVY OUR EFFORTS
OF THE PAST 5 YEARS IN TIHE DIRECTION OF RETORIMO AND THEN STABMIIZINO
THE GENERAL PRICE LEVEL HAVE FAILED, AND Dnicni-IsO How IT IS BELIEVED
TillS OBJECTIVE CAN BE EFFICIENTLY ATTAINED

WIlY OUR EFFORTS OF THE PAST 5 YEARS HAVE FAILED

As has been shown, the only other logical approach to the problem of unem-
ployment, aside front forcing costs down j,.'oportionatey with existing prices,
is to efficiently raise the general level of prices until it i4 agala in balance with
existing costs.

Any program to efficiently raise the general level of prices rNuires a thorough
understanding of the complication of financial elements that caused this general
level of prices to rapidly fall beginning In 1929. There Is no better illustration
of the confusion of thought among professional economists than the fact that
many of these (so-called "conservatives" as well as so-called "progressives")
have sought to restore the general level of prices by closing their eyes to these
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financial elements, proceeding on the wishful theory that if they artificially
raised costs of production they would automatically also raise the general price
level. The fact of the matter Is that if It Is possible for the general level of
prices to drop faster than costs, as occurred beginning In 1(129, it is obvious
that costs are not the controlling element. Under such circumstances, any
increases In costs that may be formel in sone peculiarly situated industries
will be counterbalanced by a corresponding depression in prices in other in-
dustries. The general level of prices will not rise tierely because of Increased
costs. Quite the contrary. It is therefore rldiculou.s to try to restore a de-
pressed price level by raising prices. And yet this kind of shallow economic
thinking regarding price control lies had a large influence in molding our
national policies since 1929.

Of a similar confused character is the theory, largely held among profes-
slonal economists, that the general price level (an efficiently be raised by
spending money raised by bond issues, whether on public works, on subsidies
to particular Industries, on bonuses to war veterans, on lpnslons to the aged,
or In any other way. Beginning in 1D29, we have spent increasingly large
sums of borrowed money on schemes of this kind. We have increased the
debt of the Federal Government by some 15 billion dollars. The failure to
produce the anticipated result appears to make no impression upon those who
recommend schemes of this kind. Rather than admit an error In their theory,
they are merely spurred on to demand bigger and more reckless expenditures.
The economic fact, as pointed out i. the early days of sutih schemes hy less
confused economists, Is that for every dollar raled hy bondi issues and spent
by the Government, a dollar is withdrawn from investment in and spending on
private enterprises by the buyers.of the Government bonds.

Some artificlal-spendlng-to-ralse-tlie-prce-leveI theorists, thus brought around
to realize the havic fallacy in their general theory, nitelipt to Justify this theory
on a different ground. They admit that It the Government bonds are bought
by private Investors the theory will fall of the desirel result. But, they say,
if the bonds are bought by banks and made the basis of national-hank notes,
or Federal Reserve notes, or Federal Reserve credit, the result will b- a rise
in the general price level. To the extent tit this modification of their original
theory may actually have an Inflationary influence upon the price level, it I7S
not due to the artificial-spending programs which they recommend, but to the
fact that our Government Is giving banks the right to Issue an approximation
of fiat money (differing only in that a redemption out of taxes at a future
time is contemplated). The result would be the same if our Government made
no extraordinary expenditures whatever but used this niethod to pay for
ordinary expenditures. Hence the artificial spendIng-to-raisethe price-level
theory is wholly an economic delusion.

This brIngq uq to a consideration of the merits of permitting banks to issue
currency backed by Government bonds as a device for raising the general
Price level (which Is really an entirely different theory from the wholly falla-
cious spending-to-raise-the-price-level theory). This theory has been given a
practical trial, beginning with enabling legislation in 1932 in the form of
the Glass-Stengall Act and the Glass-Borah Amendment to the home-loan bank
bill. It has failed to efficiently restore the general price level as nntlclpated.
The reason is that banks have no use for the additional currency and credit
thus made available to them unless they can find borrowers for this money.
And people in general do not borrow money unless the condition of business
In general is such as to promise a worthwhile profit over and above Interest
charges. On the other hand, when the general level of prices has been re.
stored by other methods, If this enabling legislation isn't promptly repealed,
it may have a positively Injurious Influence, carrying us Into another and
worse boom than the last, followed by another and worse depression.

Closely allied with the theory of raising prices by permitting banks to Issue
currency backed by interest-bearing Government obligations Is the theory of
raising prices by paying Government expenditures with ordinary flat money
printed for this purpose. This particular scheme hasn't yet been tried, but
It has threatened us for some years and may ultimately be tried also. If
issued in limited amount, such as proposed under the pending Patman bill,
the effect would probably not be very different from the permission to banks
to Issue currency backed by Government bonds. The new currency would
either pile up in banks as reserves or would displace a corresponding amount
of Federal Reserve notes, Increasing idle excess reserve credit. The imme-
diate effect would not be to efficiently raise the price level as anticipated,
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and the ultimate effect might be to help create another and worse boom than
the last one.

If this fiat money theory were to take a more radical form, such as for
example a proposal to pay old-age pensions of $200 per month by printing
money instead of by taxation, the general price level would unquestionably
rise. But it would not be a healthy rise. It would be a sudden and uncon-
trollable rise that would go far beyond the point of restoring a proper balance
with existing costs. Once started, even if further pensions were suddenly and
cruelly cut off entirely, it would probably cost- more to stop the rise in prices
than it had cost to start It. flaving already squandered our national credit,
we would be unable to stop It if we wanted to, and the result would be a wild
inflation, followed by another depression, and perhaps by a political upheaval
as in Germany, leading no one knows where.

In an effort to avoid this kind of extreme inflation of prices, while at the
same time trying to raise prices a moderate amount, the so-called Warren
plan of dollar devaluation In terms of gold was given a trial. But, like so
many other well-intentioned plans, ttis did not work out efficiently in prac-
tice, for the reason that it was not a sound theory to begin with. Its principal
accomplishment was to aggravate the very thing that had caused the desire
to reduce the gold content of the dollar In the first place, namely an artificially
Inflated value of gold due to withdrawal of large quantities of the metal from
the open markets of the world into Idle and unused public and private hoards.
The Warren plan aggravated this situation by causing the United States to buy
and withdraw into our Idle hoard more and more gold at higher and higher
prices. The result was to make free gold in the open markets of the world
more and more valuable without materially influencing our domestile price
level. Even the theory that lowering the gold contentt of tho dollh ' would
stimulate foreign buying in the United States by gold-standard countries
proved to be largely fallacious. Between October 1933 and D-.ember 1934, we
decreased tile gold content ot the dollar about 40 percent. Our do ,:estie price
level rose about 10 percent (includhig both consumer goods and investment
goodq. Thls left a net theoretical advantage of 30 percent to gold-standard
countries as an Inducement to buy In the United States. At the mawe time,
by making gold nrtificially scarcer, we decreased prices in gold-tstandard coou,
tries, thus largely nullifying this theoretical advantage.

In France. between October 103 and December 1M34, the general price level
dropped about 15 percent (including hoth consumer goods and tsweAtmont
goods). In addition, business in goli standard countries was so sagnated in
(onlquence of the further decline in prices caused by our action as to largely
nullity any ir.ducemont to buy goods from us. Furthermore, gold standard
countries could and did restrict importations from the United States. All i-
all, the only influence of the Warren plan on our foreign trade was to tem-
porarily subsidize exports over Imports to the extent of the cost of the gold
we actually imported. It remains to be seen whether we will ever be able to
sell this Imported gold at the price we paid for it. The chances are, over-
whelmingly. that we won't. We boast about a paper profit of around
$3,0(0000,000 in gold devaluation. Actually our Government is In the position
of a market operator who has created a corner in gold, artificially skyrocketing
the price. Any market operator, in wheat for example, knows that the paper
profit he may show at the peak of a corner is not a real profit, because sooner
or later he must liquidate his corner, in the process of which the price will
inevitably be seriously depressed. Our Government Is In a particularly vul-
nerable position In that some other countries also have substantial corners in
gold, and if either we or they start liquidating a scramble to dump gIold at
any price may result that may demoralize the price entirely. To have our
dollar anchored to gold at $35 an ounce under such conditions would be to
throw us Into a w-ild inflationary boom followed by another severe depression.
Perhaps the most fortunate thing that could happen to our Goveroment in this
situation would be If our Supreme Court should decide that, while our Govern-
ment has the right to set aside gold contracts between parties within the
United States on reasonably equitable grounds, It has no right to set aside gold
contracts in which it is one of the contracting parties. This would enable the
United States to liquidate its corner in gold by paying oft holders of go!d
clause bonds in actual gold, letting these holders take their chances on whether
In the long run these contracts will be worth more or less than contracts In
dollars. Except for this outlet for our gold hoard, world conditions may so
shape themselves,,n the next few years that this hoard may not be worth.25
percent of its present value.
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Substantially the same economic fallacy that exists in this gold-buying
theory also exists in the silver-buying theory. The value of silver is artifi-
cially Inflated. Falling prices and depression Is being created in silver-stand-
ard countries, which incldentaly isn't helping good will toward the United
States. And we are building ourselves a corner in silver, showing a fictitious
paper profit, that may ultimately prove to be a real loss.

Professor Warren and Professor Fisher, and others who have envisioned
the ideal of a more stable unit of measure of value than gold or sliver are
absolutely right in their contention that a fixed weight of any precious metal
will never provide a stable dollar or a stable general price level. The specu-
lative hohrding and dumping possible in anything as limited in quantity as
precious metal is bound to radically fluctuate its value. But they are wasting
their time and Jeopardizing their ideal in trying to devise ingenious schemes
to build a sound and stable currency upon a base of precious metal. An en-
tirely different method of attacking this problem Is necessary If the ideal of
a restored and then stabilized domestic general price level is to be converted
into a practical realization. How this can be done will now be described.

AN IMMEDIATE PRACTICAL SO!.UTION UNDER PRESENT CONDITIONS, THAT PERMITS

I.IVING UP TO GOLD (ONThAIITSi 100 PERCENT, THAT NESTS THE OrJECTIONa (V

MONETARY C0)NSFRVATIVKS; AND AT TIlE SAME TIME ACIIEES TIlE IDEAL OF

MONETARY IBERALS, TIIT INVOLNEM NO CURTAILMENT OF LIBERTY IN INDIVIDUAL
ENT RPRISE EI(ffIn IN INDUSTRY OR BANKING, AND THAT INVOLVES NO YUTn1

F.ABORATE SPENDING OF BouRoww MONEY

As has been shown, the cause of unemployment Is a rapid fall in the general
level of prices, combined with a less rapid fall in wage and overhead costs.
Such rapid falls in the general level of prices are Inevitable under a gold
standard (or any other precious metal standard), because individuals and
governments cannot be prevented from periodically taking the notion to specu-
latively hoard gold, thereby inflating its value and causing prices based on
gold to rapidly fall.

The first essential for efficiently restoring and then stabilizing the domestic
price level Is to once again cut the dollar loose entirely from any fixed weight
of gold, in other words, to place it in the same condition as the British pound
happens to be at the present time (not that the British pound is In any other
respect a proper model for a restored and stabilized dollar). If the dollar Is
not permanently cut loose from gold, it cannot be stabilized in value, because
It will continually be disturbed by the vastliations In gold speculation that
sweep the world,

The next step In such a program Is to properly take care of outstanding gold
contracts. Whether or not the Supreme Court should decide that the Govern-
ment has the right to change the terms of its own obligations payable In gold,
It Is submitted that it would be of advantage to the Government to pay Interest
and principal on these obligations, as due, in actual gold, thus providing an
outlet for the otherwise speculatively dangerous corner in gold now held.

If the Supreme Court should hold that our Government has no right to
abrogate gold contracts even when it is not one of the contracting parties, it is
recommended that the Government immediately reverse the process by which It
forced gold from $20 per ounce to $35 per ounce, seling gold at lower and
lower prices until the price is once more down to $20 per ounce or lower. The
dollar being completely cut loose from gold, this procedure would have no
Influence whatever on the domestic price level. Thereafter the remaining gold
in the Treasury could be applied to paying off Federal obligations payable In
gold. In the meanwhile, it could serve as a gold reserve, to satisfy those
people who like to feel that this idle gold reserve is there, Just In case some-
thing goes wrong with the new monetary plans.

The next step recommended Is to set up a new Government owned corpora-
tion, whose sole business shall be to efficiently restore and then stabilize the
purchasing power of the dollar. This corporation would be empowered to issue
currency. But it would not be permitted to Issue fiat currency. Every dollar
It Issues must be Lacked 100 percent by basic wealth In liquid form that can
be Immediately sold ff necessary to support the value of that currency. This
corporation would issue such currency by buying such basic wealth whenever
the domestic general price level was below normal, and vice versa. The
basic wealth invested In must at all times comprise a reasonable cross-section
of all wealth; otherwise the corpoiration would not be a sound Institution. For
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example, a central bank of issue such as has been proposed, intended to supply
a currency of stable general purchasing power and to be operated along tra-
ditional central banking lines with investments in precious metal, governments,
private paper and foreign exchange, would not be a sound institution. Sooner
or later it would be forced to choose between tremendous losses or abandoning
its dollar-stabilizing program. The ideal cross-section of basic wealth for a
sound dollar-stabilization corporation would be the same items as used to
determine the general level of prices; for example, 50 most heavily traded
consumer goods of a certain kind, and 50 most heavily traded investment
goods of a certain kind, both classes of goods being equally Important in
Influencing business activity.

This dollar-stabilization corporation would really be of the nature of a (ov-
ernment-owned investment trust. It would differ from every other kind of
an Investment trust In that its outstanding obligations (currency instead of
the usual common stock) would be kept stable In value by being issued or
retired whenever this value departed from a specifically defined normal.

This corporation, at a time like the present, could be set up with a negligible
initial working capital, and thereafter it would be profit making. It could
be liquidated 100 percent at any time In the future that its utility might cease
to exist, without loss.

This corporation need not interfere with existing outstanding currency, at
least not at present. lthuately all currency should Ite sitpliled nnd unified.
1y making the new currency interchangeable with all other forms of United
States currency, its efli'tent stabilization would result in the stabilization of all
other currency, provided no radical changes In other forms of 'currency were
permitted. This new corporation would not interfere at ill with the strictly
banking functions of the Federal Iteserve banks or ether banks. Neither would
it interfere in any way with the harrowing, refinancing, or other functions of the
Treasury Department.

In the present situation this corporation would Immediately start an efficient
restoration of the domestic general price level by buying and withdrawing basic
wealth from the markets. At the same time it would induce a healthy demand
for bank loans to expand business enterprises in view of the improved prospects
for business profits. This in turn would induce a healthy speculation In the-
direction of a restored price level, bringing this objective to a quick realization.

After the domestic general price level had thus been restored, ind involuntary
unemployment had been substantially eliminated, the problem would be likely to
turn into one of preventing another boom, with its exorbitant business profits.
The proposed dollar stabilization corporation would just as efficiently correct
that kind of a condition by selling as much of Its assets and retiring as much of
its outstanding currency as necessary. Incidentally, this would involve a profit,
because these assets would have been purchased at lower prices.

It is, of course, impossible In a brief description of this kind to cover every
detail of organization and operation of this proposed dollar stabilization cor-
ioration. Such details, however, have largely ben worked out, and it Is believed
that any questioning as to how this corporation might work out In practice under
any particular set of conditions can be satisfactorily answered.

The CHIAIRMAN. Mr. Frank L. Peckham, vice president Sentinels
of the Republic.

STATEMENT OF FRANK L. PECKHAM, WASHINGTON, D. 0., VICE
PRESIDENT SENTINELS OF THE REPUBLIC

The CHAIRMAN. You represent the Sentinels of the Republic?
Mr. PECKHAM. Yes, Mr. Chairman.
The CHAIRMAN. What is that organization I
Mr. PE cKA3. That is an organization that was formed in 1922

and has been active ever since, in opposition to all measures that tend
further and further to centralize power and responsibility in the
Federal Government at Washington over various sorts of matters
that primarily should not only be under the control of the States
and local governments but for which those local governments are
primarily responsible as well.
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Senator CouzENs. Have you ever filed with the house of Repre-
sentatives the amount of money that you have collected and thQ
disbursements of itl

Mr. PEcCKHAM. I do not think we ever have, Senator.
Senator CozUEs. I see the Liberty League does, and other such

pro )aganda organizations. I wonder why you do not submit a report
to the Government.

Mr.-.PECKHAM. I do not know that we fall within the provisions
of thatpict. I will admit, too, that we have never had enough money
to justify making a report of it.

Senator COuzENs. H ow much money have you had?
Mr. PFCsrAlM. I do not know the exact (lollars and cents, but

we have had a comparatively small amount, based upon contribu-
tions of dues of 2 to 5 and 10-dollars of sonic four or five thousand
people, at different times.

The CTAIRMAN. All over the country?
Mr. ]Pr.ctIAM. All over the country.
Senator Couzsxs. Is that your maximum contribution, $10?
M'. PrCKHA'M. I would ju(lge so. although I peronally have con-

tributed more than that at times.
Senator CUzE.Ns. Who are the cficers of yrr organization?
Mr. PJ:cKm.,,,. Mr. Alexander Lincoln, of Boston, Mass., is the

president.
I am a lawyer of Washington, and the vice president.
Mr. Willian H. Coolidge, of Boston, is the treasurer.
Mrs. John Balch, of Milton, Mass., is the secretarv.
Mr. Thimas F. Cadwalader. of Baltimore, Ml.. is tile chairman of

the executive committee.
Mr. ltavmiond lVtcairn, of Philadlelplhia, is the national chairman,

and IL II. 0. Torbert. of Washington. D. C., is exeOntive secretary.
Senator CouzunNs. Are you on a national retainer?
Mr. Pi:CKiiAm. No, Sentor; I give my time and have since 1923

without remuneration, and have paid all of my own expenses.
Senator Couzr:.s. Do vou kntow what the annual income has been

in any 1 year?
Mr. PEcum.%.m. No; I do not. I mean I haven't the exact figt res.

I can probably get tlint and would be glad to put it in the record if
you would Mwe it. Senator.

The (JIA1iin.%,N. All right, )roceed, Mr. Peckiamn.
Mr. ICKI:(M.LA Mr. airmana, the statement that I have prepared

here. while only port of it is directed at this present bill, expresses
thephilos 1 ,hy bcliind our opposition to this measure, and if r might
led it through I can do it in a very few minutes and it will serve
to explain ow- opposition to everything after the exacting clause in
the bill that is now before the committee.

The CiAMMAN. Proceed.
Mr. IC:CKHAN1t. At our annual meeting in New York on January 20

this year we had this bill and similar measures under consideration,
and 'we adopted this brief statement of our legislative policy as to
these various measures.

Declaration adopted by Sentinels of the Republic at annual meeting held in
New York, January 26, 1935.

The Sentinels of the Republic have consistently opposed the consolidation of
government and the centralization of power so much dreaded by the long' line
of statesmen bred In the American traditions of liberty and self-government.



ECONOMIC SECURITY ACT 679
They have hitherto successfully opposed such measures in aid of bureaucracy

and irresponsible government as the so-called "child" labor amendment which
would give to Congress the power "to limit, regulate, and prohibit the labor
of persons under 18 years of age." The very wording of this measure should
be abhorrent to true Americans, and the fact that three-fourths of the States
rejected it within 3 years after its proposal by Congress In 1924 confirms this
judgment. A special committee of the American Bar Association, composed of
distinguished lawyers, has announced its opinion that by the expiration of
time rejection by the States has become final under the Constitution, and that
the amendment could not now be validly ratified by State action alone, but
that it would have to come to the States again as a new proposal from the
CoUgress. NL'vertheless, the attempt is being made to secure its ratificationm
In many States which have repeatedly refused their assent. We protest against
this unconstitutional effort to vitiate a Constitution dedicated to human liberty.

We recognize the extreme diliculty of the problems which the depression has
brought upon our country and are in hearty sympathy with every effort made
In good faith to restore public confidence, promote business recovery, and relieve
suffering and want. But periods of emergency, as the Supreme Court has
declared, do not justify a resort to measures by which power Is assumed which
is not granted by the Constitution or which do violence to the rights therein
guaranteed, invading the reserved rights of the States to govern themselve&
in local matters, and tending to destroy the liberties of the citizen. Unfor-
tunately, a large body of legislation of this character has already been pro-
posed by Congress and now has to stand the practical tests of experience and
of judicial interpretation or rejection. We must rely on the conscience and
character of our courts, but we must also arouse tike spirit of the people whose
essential freedom is at stake,

New and equally startling proposals are, however, now before Congress, and
on these we wish to record our definite judgment. The proposed appropriation
of the astronomical sum of $4,800,000,000 to be spent In the uncontrolled dLs-
cretion of the President to make work for millions of the unemployed is fraught
with so much risk, economic and social, that we demand that in any event
this expenditure be safeguarded by a provision prohibiting its use in competi-
tion 'ith juivate business enterprise. The wisdom of tne expenditure must'
remain doubtful and the delegation of power Is so unrestricted as to raise most
serious objections. At least the purposes to which the money can be lawfully
applied should be defined or the effect will be hardly'distingtiisliable from the
establishment of a dictatorship.

The proposed "social security" legislation, under whiCh Congress, by so-called
'Federal aid", will In effect subsidize or bribe the several States with time
money of the taxpayers to adopt highly complex and experimental schemes of
unemployment insurance, old-age pensions, help for mothers and infants. child
welfare, and local public-health programs, presents in aggravated form the
objections we long and successfully urged against less ambitious proposals and
measures covering the same fields of purely local legislation. After a lengthy
struggle we secured the repeal of the Sheppard-Towner Maternity Act, and we
now are equally hostile to the principle therein embodied and now involved f
the new program of social legislation. In a county 0d vast and diverse social
reform can be wisely and successfully accomplished only by State or municipal
legislation, which can easily be tested, repealed, or modified in accordance with
local experience. Witness the successful abolition of child labor in tnldustry
by State laws, the adoption of workmen's compensation Insurance in mst of the
industrial States, and the vast Improvement in educational and public-health
service, all under State legislation and administration and at the expense of
the respective communities. The progress of social reform In the United States
has been rapidi and genuine under our system of community responsibility. It
may easily become perverted by the meddling of an irresponsible directing
bureaucracy. All these fields of State action involve private right atid'domestic
problems, and were wisely withheld by the founders from Federal control.' None
of these matters involves recovery. The proposed Federal legislation Is designed
to be permanent, and if enacted will work a permanent and unwholesome disloca-
tion of our scheirie of government. -

Congress has no power to legislate on these subets. It tan only, in fact,
appropriate money for purposes for which It has no constitutional sanction to
act at all. In so doipg it will further weaken tho sezmp of respp slblyly of the
people, make confirmed beggars of our StateA and c ties , stimula an
unhealthy growth 6f doctrinaire s-'hemes In place of th whble6om& metiniis
which an aroused public conscience will enact when the need becomes evident.
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We are strongly opposedd to proposed amendments to the Constitution which
would give Congress power to regulate hours and conditions of Iabor and to
legislation proposing to limit hours and conditions of labor, whith latter Is
without a vestige of constitutional support.

At our meeting in New York we also recorded our opposition to
the scheme of embodying all sorts of social-welfare measures in one
bill, such as has been done in the pending bill. We recommend and
requ st that the several measures be separated and proposed in sepa-
rate bills, so that each will be considered upon its own special merits
and demerits.

Heretofore many so-called "Federal aid" measures, embodying
the same vicious principles that appear in the pending bill, have been
urged. Some have been adopted, others defeated. fn all cases they
have been supported by a plea that they were intended only to stimni-
late the States to put into effect social schemes proposed by lobbyists
and bureaus in Washin-ton.

As so often happens ih the administration of stimulants, the con-
st ant dosage of the States with financial stimulant from the Federal
Treasur gas made of the States and local communities "stimulant
addicts.' The cumulative effect of "Federal-aid" legislation in
the past has been that during the period of depression and now
we find the States and cities Tying like mendicants at the door of
Congress, begging Federal alms, instead of going about the business
of trying to solve their local problems in their own respective ways.
And this, too, in spite of the fact that many of the States and com-
munities will in the long run have to contribute to the Federal
Treasury much more than they ever receive.

The C IAIRMAN. Thank you'very much.

STATEMENT OF HUGO E. OZERWONKY, WASHINGTON, B. 0.

The CHAIRMAN. Mr. Czerwonky, you represent yourself, I see.
Mr. CzERvo.KY. I have been down here in Washington a year

last November, and for the first part of my stay down here I was
employed as senior materials engineer with the Agricultural Ad-
justment Administration, to make an engineering study of the
problem of distribution.

Senator KINo. Distribution of commodities?
Mr. CzF W Ky. Of everything, just the general problem itself.

That may seem rather ridiculous, but that was the fact.
Senator KiNo. Just like some other problems suggested in other

departments.
The CHAIRMAN. Are you in that work now?
Mr. CZERWONKY. No, sir; I am associated right now, just in the

past week, with the National Monetary Conference, which has just
been formed.

Senator KiNo. You mean the one that Senator Owen is connected
with?

Mr. CZERWONKY. Yes, air. I just want to explain briefly what
my study involved. It involved, in the first place, a thorough-going
analysis of our exchange methods, how the exchange of goods was
facilitated, in an effort to find out where it broke down.

The CHAMMAN. All right, Mr. Czerwonky, you may go, ahead
with your statement.



ECONOMIC SECURITY ACT

Mr. CZF.RWONKY. That was a theoretical study. Then imnedi-
ately after that, at the suggestion of Mr. Baker, who is F. E. R. A.,
who stated to me at that time, "Hugo, you are not doing anything
right now anyhow. Supposing you make a study of the self-help
cooperative movement, and at the same time continue your study
along those particular lines." So I began my assignment with tle
division of self-help cooperatives with but one thought in 11y mind.
I began to make a thorough-going dispassionate, impartial study ofhow the exchange mechan-sm functioned.

After that assignment was completed last October I made some
diagrams in which I pictorially attempted to show just how that
exchange mechanism functioned and where it broke down. I have

one to considerable expense in doing that particular thing. The
N national Monetary Conference will possibly use it.

The CHAIRMAN. You may proceed to discuss the bill, Mr.
Czerwonky.

Mr. CZERWONKY. The problem essentially is this; in discussing
this problem we have to look at it in a most dispassionate way. I
want the committee to understand I am 100 percent for social
security.

The CHAIRMAN. Are you for this bill?
Mr. CZERWONKY. I just want to point out some assumptions in

this bill. Those assumptions are very important. There are, of
course, several schools of economic thinking-possibly some of you
gentlemen never heard of the school of thinking on the question of
economics as it applies to a nation. There was a school of thinking
likewise who think in terms of economics as it applies to an indi-
vidual. That school of thinking is represented in the thinking of
Marshall. You gentlemen are possibly acquainted with Marshall.
He defines economics as how an individual earns his income and how
he spends it.

Senator KINo. Some of us have read Marshall and John Stuart
Mill.

Mr. CZERWONEY. And Adam Smith.
Senator KINo. And Adam Smith and down to Mr. Dewey. We

know them, so you need not assume that we do not know anything
about national economics as well as individual economics.

Mr. CzERwoNKY. The entire teaching of those textbooks repre-
sents the economics as it applies to an individual. There is an alto-
gether new school of thought which is represented by Frederick
Soddy, and which is represented likewise by Major Douilas, who are
approaching this problem from the national viewpoint.

In other words, the problem stating it briefly, is not how an indi.
Nidual earns his income and how he spends it, but how a nation
earns its income and how it spends it. We are approaching the
problem, you might say, from the dynamic standpoint. For in-
stance, we do not define money as a medium of exchange, we look at
it from a functional angle. Money is the medium for effecting the
exchange of goods and services.

Seni-r KiNo. That means purchasing power really, doesn't it?
Mr. Czrawoxxy. Dollars are normally used for buying goods. I

bring that out in just a few words to point out to you that there are
two distinct lines of approach.

N81
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This entire bill was approached, mind you, not from a viewpoint
of whether unemployment insurance was sound. The objective in

resenting this bill was to present a method by which reserves could
e kept up.
Now the question that you gentlem-.. will have to decide first of

all, is this: These are the assumptions that are back of this bill, and
you have to understand the monetary theory in order to grasp its
significance. The assumption is that by selling the reserves for
dollars that the depression will be broken, that bonds will be sold to
people who would otherwise accumulate or hoard dollars. That is
one of the big assumptions. Another one is that the reserves will be
able to be disposed of for a price which is the base price inscribed
thereon.

Now in setting up these unemployment reserves it must be re-
membered that as soon as the Treasury Department receives the
dollars that are contributed by the manufacturers or by the indi-
viduals, from the tax on their pay rolls, that those dollars have to be
immediately disposed of. The Treasury Department no longer holds
the dollars. As soon as it gets them in its possession it attempts to
dispose of them. Now they can go cut, you understand, and buy
United States Government bonds. If they buy United States Gov-
ernment bonds, of course, the dollars are no longer in the Treasury
Department.

If they hold the dollars-looking at our economic system in a
functional manner-our economic system breaks down, because the
dollars that are taken away from employers and from employees
form part of the selling price of the goods that are for sale in the
mai-kets. of the Nation.

If the reserves are intthe form of United States bonds and a de-
prel"ion sets in, then unemployment takes place, and, of course, it is
the function of the Treasury Department to dispose of those bonds.
But I say it has to dipose of those bonds to those people who would
not otherwise exercise claims to goods-in other words, people
who would hoard dollars. To that extent can it assist a trifle to
overcome some of the effect, but the primary cause of unemploy-
ment is unborn purchasing power. The dollars now are originating
and the goods are:accumnulating in the markets of the Nation because
the manufacturersecannot dispose of the goods profitably that they
currently bring to the market. Manufacturers do not close their
plant doWn willingly. They do that as a last resort. They reduce
prices to the extreme. When they can no longer get cost, then
they have to discharge their employees. The humanitarian factor
hasto temporarily be permitted to go by the boards, if you will,
bOciuse it will break the colicern otherwise.
- Now you are bringing up in the House the Steagall bill, and this

Steaga.l bill has a tremendous effect as applied to unemployment
insurance: The'Federal Reserve is going to resort to open-market
otieations', It is going to buy bonds and give dollars, or give
reseryes to the member banks for the bonds which they are now
hdldhig. ThObobject of that p'iorlilfr method is to fnrnish the nec-
tssar, dollars vith,*hich to pick up the goods thit are for sal& in
tll# iri rtket9'df the'Natiori,,' '- ,: !, , .. ; I . I."

In the open-market operation we are adding more dolliarintothe
system, dollars that did not exist before. Now, to explain how that
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procedure takes place will take a little time. I will not go into
details, but the open-market operation, essentially, was the purchase
by the Federal Reserve Board of bonds which are not claims to goods
but are deferred claims to dollars, and exchanged for with dollars.
They are new dollars that come into the system.

Now, if the Senate and House are going to pass the Steagall bill,
its object then is to give us economic security by seeing to it that
no clogging of goods in the markets takes place. The object is to
overcome unemployment in that very process. So, if that procedure
be followed, then there is no need for setting up unemployment re-
serves, because, in effect, the Government is going in and just buy-
ing the bonds and originating new dollars to take the place of tie
bonds which the parties hold. You are just needlessly punishing
the community, the employers, and employees, in that process.

So, my reason for opposing the unemployment-insurance bill, if
you will, is primarily this, that it does not get at the bottom of the
thing. It just leads, you might say, to forced saving by the com-
munity, and that in itself does not create any new dollars when the
depresson takes place.

I have these diagrams, as I said before, but I cannot explain them
very well in a few minutes.

Now, there are just a few things that I would like to mention in
connection with the old-age security. That is a matter of prime
importance. I believe you gentlemen will agree, though, that in
any old-age security measure the attempt should be made to get as
few elements in determining the eligibility of individuals in the
measure as is possible. For instance, putting it this way, if we
make a provision that a person just has to certify his age as 65, it. is'
a simple bill, because then all the person has to do is provide his
birth certificate, and there is absolutely no discrimination then.
Most people can get those birth certificates, or can get data to sub.
stantiate their age.

Now, if we introduce other elements in the measures, for instance
that the individual must not own property more than a certain
amount. we introduce another element of confusion and another ele.
ment oi investigation. If we institute another one, that a person is
only eligible providing he has no children who can support him, we
institute another one of these provisions which amounts to an ele-
ment of confusion.

Senator KINo. You certainly do not think that the Govermnent
ought to pay benefits to a man who is worth a million dollars ,9

Mfr. CZERWONKY. Now, let me get to that.
Senator KINo. Can you answer that question?
Mr. CZEIWONKY. I will come to that, question, yes.
Senator KiNo. You are criticizing some of the provisions. You

say it is the introduction of new factors and elements into the
measure. Undoubtedly that is true, but do you think that a bill
ought to be passed which provided that just as soon as you pro.
duced a birth certificate that stated you were 05 years of age you
ought to get an old-age pension, although you might be worth a
million dollarsI

Mr." CZERWONRY. I think it Is possible. Understand I am not
recommending the immediate advocacy of old-age income assurance
at this moment. My viewpoint is this, that we should get industry

116807-35---44
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running at full speed again, and after we get industry running at
full speed, when our income is up to, we will say, $89,000,000,000 or
$90,000,000,000, as it was in 1929, or if we go to a hundred billion.
we can very easily tax away from the citizens a small part of their
income and divert it, if you will, to our old people.

We think if the Steagall bill goes through, we would have an
agency .for the first time in our economic system which will have the
power to counteract the tendency of people to accumulate dollars
througli habit, which breaks up our system, because through the
market operations it is going to neutralize the accumulation of dol-
lars by individuals, and then, because we have the element of resist-
ance, we "sn resort to a new type of taxation which previously was
absolutely unsound, that is a general, graduated, manufacturers
sales tax on finished products, understand, and by that method divert
to our old people a small amount of income.

The method of providing for ol age by the investment method is
soun(l wlen it is apllie(l to an individual, but as far as providing any
adequate income for old age to a nation, I believe it is not. as practical.

There are 101 million people in this Nation who are beyond the
age of 60. If we desire to provide them with $1,000 a year income,
or taking $1,200 for round figures per year, that would be $100 a
month; I am not advocating that large an amount, but if that was
our intention, that would mean if there were 10,000,000 people who
were eligible, $12,000,000,000 would have to be provided for our old
people per year. Now, $12,000,000,000, figured at 6-percent interest,
would mean we would have to have an investment of 200 billions of
dollars from which we would get a ret urn in order to provide for theseold People..

Now, it is physically possible, with the equipment that we have

today in our industrial plants, to turn out considerably more than the
quantity of products that we turned out in 1929. The Brookings
report, for instance, showed we could have produced at least 15 per-
cent more, and that was basing it on the operation of our plants for
51 hours. It did not include for instance, the operation of the
machinery two shifts a day. o it is perfectly possible, with even
the equipment we have today, to turn out a considerable quantity of
goods in excess of what we did in 1929. The only reason we did not
produce it this year is because the goods could note profitably sold in
the markets of the Nation.

The primary problem then is, as I say, to provide in such a way
that everybody contributes, and m such a way, likewise, that does not
have in it the element of pension.

The method proposed for providing income for people in old age
should not be termed "an old-age pension plan." A pension is an
allowance on account of past services or some meritorious work. It
therefore comes very near to being a gift or an act of charity.

This system of graduating the general manufacturers' surtax is a
system for providing for old age in which all people in the Nation
contribute. It does not, however, require building up income-pro-
ducing properties. It is a plan in which a prosperous and self-
respecting people can concur. There is no charity motive behind it,
nor a dependence on the Government for providing sustenance. As Y
say, it is a most sound and self-reliant method for a nation, whet I
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would call an old-age income assurance plan. It is not an assessment
against manufacturers or merchants as an acknowledgment of under-
payment of employees. It would be no burden to employers. It
would be an income which is paid to all individuals, regardless of
their income status-that answers your question, Senator-whether
employed or unemployed, and regardless of what anybody makes per
year. After all, looking at it from a national sense, no matter how
rich you are, you can only enjoy a certain degree of goods. and woL
no longer are living in an era where we have to be so niggardlv. Any
class e,,onomics, any class legislation that way, would be absolutely
unnecessary.

I do not'know if I have made myself clear.
Senator KINo. If you desire to submit any brief in further elabo-

ration of your views'it will be put in the record.
The clerk tells me that Mr. John larrington, representing the

Illinois Manufacturing Association, who is on the list of witnesses
to appear this morning is unable to be present. A representative
of AMr. Harrington has left with the clerk the statement which Mr.
Harrington had intended to give to the committee on the pending
bill. I am placing it in the record at this point.

STATEMENT OF JOHN HARRINGTON, OF FYFFE & CLARXE, GEN-
ERAL COUNSEL FOR THE ILLINOIS MANUFACTURERS ASSO0CIA.
TION

Mr. HARRINOTON. My name is John Harrington. I am a member
of the firm of Fyffe & Clarke, attorneys, general counsel for the Illi-
nois Manufacturers Association, of 120 South La Salle Street,
Chicago.

I am appearing here as general counsel for the Illinois Manu.
facturers' Association to speak in opposition to S. 1130, "The Eco.
nomic Security Act."

This bill would impose a direct tax upon everyone in the United
States who pays any remuneration to an. employee under the age
of 60, excluding only governments and railroads.

The manufacturer, the storekeeper, the farmer, the housewife, and
every other employer would be required by this bill topay a direct
tax if he or ahe employs anyone to do anything; even for a day.

If such an employer employs as many as 4 persons within each
of 13 calendar weeks in a year, he must also be required to pay
another tax under this bill.

Then, in addition, this bill would impose a direct tax upon the
gross income of every one of the employees of every one of theseemployers.There are several million employers, and probably, 40,000,000 em-

ployees, who would be required by this bill to pay direct taxes based
upon the amount of the pay roll, in the case of the employer, and
based upon the amount of the pay envelop, in the case of the em-ployee.

p he amount of taxes involved under this bill might be expected

to run up into the'hundreds of millions of dollars, or even billions
of dollars, annually.
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The question arises, What use is to be made of the hundreds of
millions of dollars of taxes thus to be paid under this bill by these
millions of employers and tens of millions of employees?

These taxes are not to be used to relieve the present unemployment
situation.

They are not to be used to relieve the present difficulties of those
now unemployed.

These taxes are to be used to build up funds in the public treas-
uries with which to pay annuities of doubtful value to the aged after
1942 and with which to pay unemployment benefits of doubtful value
to those ordinarily regularly employed but temporarily unemployed
some years in the future.

Under this bill, no annuities are payable to the aged until 1942
out of the old-age fund into which a part of these taxes go.

As to unemployment compensation, which is the purpose of the
balance of these taxes, I quote from the Report of the President's
Committee on Economic Security as it appears on page 561 of the
Congressional Record:

Unemployment compensation, as we conceive It, is a front line of defense,
especially valuable for those who are ordinarily steadily employed but bene-
ficial also In maintaining purchasing power In depression time. While it
will not directly benefit those now unemployed until they are ?absorbed in
industry, it should be instituted at the earliest possible date to increase the
security of all who are employed.

When I say that these funds are to be accumulated for the pay-
ment of annuities and benefits of doubtful value, I mean that we
cannot know what will be the value of the dollars paid in now
when they come out some years from now.

We merely know that the purchasing value of the dollar does vary
materially from time to time.

The organization I represent here consists of some 2,500 manu-
facturers doing business in Illinois.

As employers, these manufacturers-no matter how small or how
weak-would be required to pay the taxes imposed upon employers
by this bill.

The burden of these taxes would ultimately be made to fall upon
the consumer, rich and poor alike, in the price he would pay for
everything he might buy-whether a jewel or a loaf of bread.

But, until the adjustments would take place through which these
taxes would bo shifted to the consumer--they would-be paid out of
the depleted cash-working capital of these manufacturers.

I would estimate that fully 50 percent in number of the manu-
facturers in Illinois are today reduced to a hand-to-mouth basis
as regards cash-working capital.

I would estimate that 50 percent of the manufacturers in Illinois
today must worry about whether they can meet their pay rolls at all,
30 days from today.

The rigors of the depression have so depleted the working capital
of these weaker manufacturers that it may be said, generally, that
their plants, machinery, and, in many cases, even the design of their
products, have been seriously attikcked by obsolescence; their effi-
ciency in production affected, and their business strength, generally,
sapped and reduced.
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The reduced condition of a great portion of the manufacturers in
the country has been recognized by the Government and it has made
an effort to work out Government loans through the R. F. C. to
provide working capital to these weaker concerns so that they might
continue to employ those who they have employed and do their part
in reemploying those who are now unemployed.

But the Government has found, I believe, that most of these con-
cerns are so weak that they are not fit credit risks for the lending
of Government money, with the result that comparatively few such
loans have been made.

These taxes on these manufacturers would come out of their
depleted cash working capital.

For 1930 the taxes wou d be at least 1 percent of their total pay
rolls.

For 1937 the taxes would be at least 1% percent of their total pay
rolls.

For 1938 the taxes would be at least 3V2 percent of their total pay
rolls.

Every 5 vears after 1937, the rate would be increased. until ulti-
niately'it wouhl take at least 512 percent of the total pay rolls of these
manufacturers each year.

I say "at least " these percentages of these pay rolls because these
are the minimum rates-and, under the State systems called for bv
this bill. the States may be expected to increase ihe total rate beyond
these minimum rates.
I doubt very much if the average small manufacturer in Illinois has

cas working capital of his own much greater than 10 percent
of his aiinualpay roll.

Many of the larger manufacturers in Illinois are not much better
off in this respect.

The small remaining cash working capital of these manufacturers,
following the rigor.; of the depression, is today their very lifeblood.

Through the years of the deprsin they have fought a life-anti-
death battle to maintain their working capital. If it'is further se-
riously impaired, these manufacturers must give up-and when these
manufacturers give up, the thousands of employees they have kept. and
are keeping off the unemployed list must give up also.

We believe that nothing could be conceived more certain to increase
today's unemployment than the taxing away of the depleted cash
working capital of the weaker employers of this country.

The small manufacturer in this country is a much greater factor-
weak as he may be-than many realize.

For example, it is said thai. more than 53 percent of all working
capital invested in the manufacturing industry in the United States
is invested in concerns with les than $50,000 invested capital each.

It is 6ne thing for a statistician to take 31/ percent of all pay
rolls and compare it with the aggregate working capital of all em-
ployers.

It is quite another thing to take 31 percent of the pay roll of the
ordinary smaller and weaker employer and compare it with his cash
working capital.

It must be borne in mind, when considering who, in the beginning,
must bear the burden of these taxes, that where the strong well.,
financed coimp~titor does not. see fit. to pass these taxes on to the con-
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sumer, the weak and poorly financed competitor cannot pass these
taxes on to the consumer. He must pay them out of his depleted
cash working capital.

Some might say that if he is weak and poorly financed, he should
be put out of business-put out of his misery, anyway.

But if we put any great proportion of the weak, poorly financed
employers of this country out of business, we will put a great pro.
portion of t'e people who are now employed out of jobs.

We believe that this measure, if adopted, means at best an annuity
of doutbful value for the aged of the future and iinenlploynent bene-
fit of doubtful value for the normally temporarily unenmployed of
the future-at the terrific cost of retarding the reemployment of
those who are unemployed today.

Wbhat I have said may be considered in the nature of a special
plea in behalf of the smaller and weaker employer.

I believe, however, that a similar plea might well be made for
the weas and poorly financed employees of the country-the 30 rmil.
lion or more who are about to have a gross-income tax placed upon
them. They may very well question whether the dollars to be taxed
out of their pay envelopes by this bill are not worth more to them
now than will be the dollars they may possibly get sometime in the
future in the form of old-age annuities after they are 65 years old.

I believe that a similar plea might well be made for the 140 iril.
lion consumers of the country who will ultimately be called upon
to pay the cost of this entire scheme through the increased pricesthe must pay.

h s to the consumer, I cannot see but that ultimately this bill in-

volves the equivalent of a general sales tax of hundreds of millions
of dollars each year-not for the general purposes of the Govern.
meant, but for special purposes.

We believe that this is a most inopportune time to institute a pro.
gram of taxation for social insurance for the future.

As to what should be done ultimately, we agree with the conclu-
sion of the National Industrial Conference Board in its recent pub-
lication on unemployment insurance where, under the heading "Les-
sons from British Experience ", it states:

If unemployment insurance is not based on an accurate knowledge of the
facts of unemployment, it will be abused both by workers and by employers.

In the United States reliable information concerning the extent and nature
of unemployment Is almost totally lacking. Before any compulsory scheme
of unemployment relief is adopted it is necessary, therefore, to establish, under
Government auspices, a fact-finding body, composed of representatives of labor,
industry, State and local governments, and the general public. The task of
this body would be to make a thorough survey of the facts of unemployment,
its nature and extent, to hold hearings and accept testimony from interested
groups and persons throughout the United States, to give wide publicity to Its
findings, and to make recommendations for action by industry and by the
legislatures. The results of such a survey would be of inestimable value in
acquainting public opinion and the public representatives with the problems
that arise In connection with an attempt to provide security against unem-
ployment.

Senator Knzo. The committee will adjourn until Monday morning
at 10 o'clock.

.(Whereupon, at the hour of 12:30 p. m., the committee recessed
until M onday, Feb. 11, 1935, at 10 a. in.)
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MONDAY, FEBRUARY 11, 1935

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. C.
The committee met, pursuant to adjournment, at 10 a. m., in the

Finance Committee room Senate Office Building, Senator Pat
Harrison (chairman) presiding.

The CHAIRMAN. The committee will come to order. Dr. McCormack

STATEMENT OF DR. A, T. McCORMACK, COMMISSIONER STATE
BOARD OF HEALTH, LOUISVILLE, KY.

Dr. MCCORMACK. Mr. Chairman, I am the commissioner of health
of the State of Kentucky, and in addition to that I am the ranking
member of the committee on Federal relations of the Conference of
State Local, and Federal Health Authorities of the United States.
Dr. Bishop, our chairman, has just resigned to become the medical
director of the Tennessee Valley, ,knd have become the ranking
member.

For a great many years, of course, we have been considering the
relationship between an organized Federal, State, and local health
service. We are here very strongly to support titles VII and VIII
in this bill. The thought is sometimes expressed that it would be far
better if we could concentrate in one agency of the Federal Govern-
ment all of its public-health activities. Naturally, if we could do
it that way, it would be the best way to do it; but we find ourselves in
an operation with 23 bureaus of public health in regard to public-
health activities regarding meat inspection, food and drug inspection,
vital statistics, and many other things.

There is comparatively little difficulty in our making our contacts
up here, because we know the problem we want to present. We find
fine cooperation from these permanent bureaus of the Government.
They are built wisely, they understand their functions, and they
understand the rights of the States, and very rarely do we have even
a temporary conflict with them.

In connection with the Children's Bureau we have annually sub-
mitted our plans. They varied naturally, from State to State, be-
cause the problem of child health, while there are many things in
common about it, in Mississippi, Kentucky and Arkansas, which are
purely rural States-there is a very considerable difference as com-
p~aredwith Washington Oregon, or Idaho vvhich are equally rural
States; and then the industrial States of.Massachusetts, New Jersey,
and Now York-the plans differ very considerably there.

Now we found wise and considerate advisers in those with whom
we came in contact. They would make suggestions; but so far as
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we were concerned, except in orie or two instances where they should
have done so, there were no orders issued, but we found real coopera-
tion from them. We have done exactly the same thing in regard to
public-health service.

Now we need this thing tremendously. We have more county
health departments in Kentucky than in any other State, and we
would have had none of them had it not been for either Federal or
other outside assistance, such as from the International Ilealth
Board of the Rockefeller Foundation and other foundations that
have assisted us. It is difficult enough to create new agencies in the
Federal or State Government, but it is equally difficult to do pro-
gressive things in local communities, because all their money has
already been used.

I do not think that the money has been used very wisely. In
your State and mine they have been in the habit of buying disease
for a number of years, and it has been a very expensive and extrava-
gant investment. It is difficult for them to realize that spending
fewer dollars then can get good health in an organized way, and get
increased efficiency per unit. We have accomplished that purpose
in this work.

I would like to call the committee's attention especially to the im-
portance of the section in regard to crippled children in this bill.
For the past 8 years we have done a great deal of work in Kentucky
in this respect. It has been done largely under the leadership of
former Senator Williamson, who bas been chairman of the commis-
sion for many years. The legislature has made as large an appropria-
tion as it was possible for it to do for the purpose, and yet we know that
they have been able to handle about 33% percent of the crippled
children of the number that they could have handled had they had a
larger income. We have the hospitals and we have the facilities for
tie handling of the children, so we just need the money for their
maintenance.

We come to you feeling particularly strong on this matter. Our
orthopedic surgeons have never received a dollar for any service they
rendered to the crippled children in correcting these defects. The
charge is for maintenance and the follow-up treatment afterward.
We feel this is a particularly effective part of the section.

We are also very strongly in favor of the mothers' aid, because we
feel that mothers need this assistance tremendously in many parts of
our State and in the other agricultural States. The largest tax that
is being paid by the people of our local districts in Kentucky, and in
the South and West, is the tax that comes from ill-health and from
unnecessary and avoidable poverty. We feel very strongly in sup-
port of the administration's program in this reconstructive measure
that is before you.

Senator BARKLEY. Doctor, do you think the bill as it is written, so
far as the title in which you are interested is concerned, substantially
covers the requirements and the need?

Dr. MCCORMACK. Yes, sir. From both the Children's Bureau and
Public Health Service there have been suggestions of mere words in
corrections, in perfecting the. text, but there isn't any change in the
principle. It is ideal. It is not a matter of so much importance as to
the number of agencies here, but you cannot multiply agencies in
Elliott County, because there are only a small number of people
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capable of tile kind of leadership necessary to do these jobs in a rural
county and there is only a small amount of money to pay for tile
work that is done in the rural county. The work must be concen-
trated there, and it is too complicated,*it would seem to somebody that
is analyzing the whole situation in a Federal and State government;
so it is simply a matter for the man in the home who wants to get his
advice from somebody, and instead of having a retail store that he
can go to, he wants it to be a department. store so lie can get all his
welfare advice from the same place, because he does not know tile
difference-lhe does not know what health advice is, and so forth.

Senator BARKLEY. If all the counties in all the States take advan-
tage of the rural sanitation and heakh features of this bill, in the
same proportion as in Kentucky, would the amount, provided be
sufficient?

Dr. MCCORMACK. No; the amount provided would not be suffi-
cient. This is a real start in the right direction. It would take more
than this to accomplish the purposes of the bill in all of the counties
and cities of the United States, but in fll probability this bill provides
for enough, because it is going to be necessary to qualify the personnel
in order to make the bill effective as there are not enough health
officers and public-health nurses in the United States to provide one
for every county in the United States by tomorrow. It has got to
be done gradually, and I think for that reason the amount provided
in the bill is ample for the purpose of stimulation. In the larger and
wealthier counties stimulation will be all that will be necessary in
the furnishing of trained personnel.

The CHAIRMAN. Thank you very much, Doctor. Dr. Grulee.

STATEMENT OF DR. CLIFFORD 0. GRULEE, EVANSTON, ILL.,
PROFESSOR OF PEDIATRICS, RUSH MEDICAL COLLEGE,
CHICAGO

The CHAIR3AN. Doctor, will you, for the benefit of the record,
give your business and where you are from?

Dr. GRULEE. I am professor and head of the Department of
Pediatrics of Rush Medical College, Chicago, and Secretary, of the
American Academy Pediatrics Association.

I should like to ask that there go in the record as an approval of this
part of the bill, the maternal and child-health portion, the following
names:

Dr. William Palmer Lucas, professor of pediatrics, University of
California, San Francisco, Calif.; Dr. Warren R. Sisson, assistant
professor of pediatrics, Harvard Medical School, Boston, Mass.
Dr. Borden S. Veeder, president American Pediatric society, and
clinical professor of pediatrics, Washington University School of
Medicine, St. Louis, Mo.; Dr. Lawrence T. Royster, professor of
pediatrics, Universit of Virginia, University, Va.; Dr. A. Graeme

1itchell, professor of pediatrics, University of Cincinnati Cincinnati,
Ohio; Dr. B. E. Bonar, member of the State Board of Health, Salt
Lake City Utah; Dr. Hugh McCulloch, associate professor of
pediatrics, Washington University, St. Louis, Mo., and also secretary
of American Pediatric Society; Dr. Philip F. Barbour, professor of
pediatrics, University of Louisville, Louisville, Ky.; Dr. Hugh Leslie
Moore, professor of pediatrics, Baylor Unversity, Dallas, Tex.;

691



ECONOMIC SECURITY ACT

Dr. Joseph Stokes, Jr., professor of pediatrics, University of Pennsyl.
vania, Philadelphia, Pa.; Dr. Vivian Tappan, Tucson, Ariz.; Dr. F.
P. Gengenbach, professor of pediatrics, University of Colorado,
Denver, Colo.; Dr. Morgan Smith, professor of pediatrics, University
of Arkansas, Little Rock, Ark.; Dr. J. B. Bilderback, professor of
pediatrics, University of Oregon, Portland, Oreg.; Dr. Oscar M.
Schloss, formerly professor of pediatrics, Cornell University Medical
School, New York, N. Y.; Dr. 0. N. Torian, professor of pediatrics
Indianp University, Indianapolis, Ind.; Dr. E. A. Park, professor of
pediatrics, Johns Hopkins University, Baltimore, Md.; Dr. Harold C.
Stuart, assistant professor of child hygiene, Harvard School of Public
Health, Boston, Mass.; Dr. E. C. Mitchell, professor of pediatrics,
University of Tennessee chairman, region 2, Academy of Pediatrics,
Memphis, Tenn.; Dr. Kenneth D. Blackfan, professor of pediatrics,
Harvard Medical School Boston, Mass.; Dr. Thomas B. Cooley,
p resident American Academy of Pediatrics, ,728 Seminole Avenue,
Detroit, Mich.; Dr. Richard M. Smith, professor of child hygiene,
Harvard School of Public Health, Boston, Mass.; Dr. Leroy'A.
Calkins, Department of gynecology and obstetrics, School of Medicine,
University of Kansas, Kansas City, Mo.; Dr. Rudolph W. Holmes,
professor of obstetrics, Northwestern University Medical School,
Chicago, Ill.; Dr. Alice N. Pickett, associate pro essor of obstetrics,
University of Louisville, Louisville, Ky.

Senator BARKLEY. Doctor, do you mean the names that you have
just filed are the names of those for whom you are speaking?

Dr. GRULE.. Their report is here; yes, sir.
Senator BARKLEY. In those telegrams and letters?
Dr. GRULEF: Yes. (See pp. 1297-1301.)
Senator BARKLEY. It is just a general approval?
Dr. GRULEE: Yes, sir; it is an approval of the section on maternal

and child health.
I take it that you are interested in this from two standpoints. First,

the standpoint of whether there is need; and, second, from the stand-
point of whether or not it is feasible to carry this out and what chance
there is of success..

Now, as to the need for this, I think that has already been shown to
you and I shall not take up the time in expatiating on that. As to
the question of success, it should be mentioned that there are two types
of public-health work. One is the public-health measures of a general
nature; the other is public-health measures which are dircted toward
the individual.

The public-health measures of a general nature have to do with food,
milk supply, and so forth, and often these, in the rural districts of this
country, arp not properly attended to. I have gone several times to
the southern part of Illinois and the southern part of Indiana and I
found more bone tuberculosis in those regions in a day t haq I found
in a month or year in Chicago. The reason, I think, is that they are
not alive to the fact that bone tuberculosis is largely a result of infected
milk. If there are laws for pasteurizing, they are not properly
followed up.

Several years ago, in about 1925, we started in Chicago what is
known as the "Infants Welfare Society." This was an outgrowth of
what had been termed the "Medical Milk Commission." The
Medical Milk Commission simply saw that the children got -good
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milk. We did not reduce the mortality of those children one iota by
those means when we used to put the milk up in bottles and gave it
to tie children at wholesale, depending on tl,ir age and weight; but
with the advent of stations and individual att .-ation of the doctor and
nurse to that child, the death rate has reduced so that now in the city
of Chicago the death rate compares very favorably with the death
rate of any other large city of the country. It seems to me that this
speaks volumes for the necessity of individual physicians in this sort
of work, and that is what I am interested in.

It seems to me that this bill presupposes the cooperation of the
medical profession-the medical groups-in working out the health
of the child. Yesterday all day I sat, in with a group of men drawn
from as distant points as New Jersey and we discussed what means
we could take to further the health oftie child throughout the Nation.
This is only one of the things which is being done, but it is an impor-
tant one and will help materially. The big thing is to have the
cooperation of all the various agencies, which we are trying to get.

Sent ,r BARKLEY. Does that complete your statement?
Dr. GRULEE. Yes, sir.
Senator BARKLEY. Does anybody want to ask the doctor any

questions? Thank you very much I)oct r. Doctor Lyon.

STATEMENT OF DR. GEORGE M. LYON, HUNTINGTON, W. VA.

Dr. LYox. My name is George M. Lyon, of Ituntington, W. Va.
I am a physician in private practice.

Senator*BARKLEY. Do you speak for anybody besides yourself?Dr. Lyox. Just personally. I am appearing this morning becauseof my interest in child-welfare work. My work is very largely con-

fined to dealing with children, and dealing with children who are not
in the fortunate urban circumstances that most of my eastern friends
can administer to their children, but in the rural type of communities
that are so familiar to those of you who are from Kentucky.

Now my remarks, while directed mainly at West Virginia, cover
the mountain districts of the eastern section of the United States.

We have two specific types of needs in these counties that cannot
be shown so well statistically as they can by moans of actual obser-
vation.

West Virginia and the mountainous section of the southeastern
United States have problems in the protection of maternal and child
health which are peculiar to the geographic and industrial endowment
to be found therein.

On the basis of differences in needs, the mountain counties may be
divided into two types: (1) Those with coal mining and characterized
by a local congestion of population, and (2) those with no mining and
characterizedby an actual sparsity of population.

In those nonurban districts where between steep hillsides on the
narrow bottom lands the population is concentrated diarrheal dis-
eases constitute the major preventable hazard to child health. In the
sparsely populated rural mountain districts this is not the case and
poor socie-economic status combine to provide the major barrier to
maternal and child-health protection. Some counties present mix-
tures of both extremes. Others have little or none of these handicaps.
Lack of understanding of health protection, whether for the mother
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or child, is pretty generally common in all rural sections of West
Virginia and other mountainous States.

The prevalence of bacillary dysentery and other forms of infectious
diarrhea in the coal fields and adjoining counties accounts for the high
diarrheal rates. The spread of these and other communicable dis-
eases is favored by this intimate grouping of the population accom-
panied as it is by a lack of proper sanitation within the community.
From 40 percent to 80 percent of the children in one typical urban
community were observed to have bacillary dysentery* before they
were of school age.

In West Virginia diarrheal diseases account for 25 percent of all
deaths under 6 years.

For the decade 1923-32, for babies under 2, the average annual
toll from diarrhea alone was 1,060 deaths.

Between 1926 and 1931, with the exception of New ,Mexico and
Arizona, West Virginia maintained the highest infant diarrheal death
rate reported in the United States.

During the same period, Logan County, an important mining
county, reported 128 diarrheal deaths per 100,000 population per
year under 2 years.

This was twice that for the State of West Virginia, 6 times that
for the country at large, and 25 times that reported by Oregon and
Washington for the same period.

During 1930 West Virginia's diarrheal death rate was nearly 3
times that for the country at large and 15 times the lowest rate
reported.The proximity to these dysentery ridden regions explains why, in
1933, the infant mortality rate reported for Charleston, W. Va., was
eight and one-half times, and that for Huntington, \V. Va., five and
one-half times the rate reported for Newton, Mass., or Berkeley,Calif.While the infant mortality rate for West Virginia is but little higher

than that for the States adjoining it, its diarrheal death rate is twice
that of Maryland and three times that of Virginia Kentucky, Ohio
or PennsylVania. This is all the more remarkable when we recall
that 7 percent of West Virginia's population is colored.

These comparisons set out clearly the major problems of child-
health protection in Vest Virginia. Mv own experience in other
States, in districts which are geographically and industrially similar,
leads me to believe that similar conditions exist there, differing perhaps
only in degree. Relief from this serious condition can come only with
the institution of more adequate community sanitation and even this
must be accompanied by the development of a real appreciation and
a better practical acceptance of adequate preventive health measures
by the individuals, the industries, nnd the public officials of the
section.

In the rugged nonmining rural sections in accessibility and poor
socio-economic status combine to present a totally different problem
and one perhaps les. easy of solution. It is one related primarily to
"distribution", or local availability, of medical and health protection
services. The general lack of understanding of health protection
further augments the problem. Physicians simply cannot make a
living in these sections because the livelihood of the individual l1ome
maker is so meager and the dispersion of population so great and the
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ability to go from one home to another so runabout and tedious of
accomplishment that a livelihood from the practice of medicine here
is a physical impossibility.

Families living on improved roads, of which West Virginia has
many of the finest, do not have as a rule such difficulties in regard to
inacce&sibility. In other sections the inaccessibility is one of rajor
importance only in the wintertime. An unfortunate socio-economic
status is pretty generally observed.

Just as the unit cost of highway construction in these mountainous
sections is excessive, so is the unit cost of providing even minimal
health protection and medical services to the people in these sections.
To them at the ionient, preventive health work is entirely, and essen-
tial medical service almost entirely, not available.

It is easy to visualize the immensity of the maternal welfare problem
among these people when one realizes that in five counties in
1932, with a total of approximately 2,500 live births reported, only
approximately one-half were attended at delivery by a physician.

The difficulties of contact, and particularly those of maintaining
continuity of contact with families in need of maternal and child
health protection and medical services make this inaccessibility a
problem of fundamental importance. It, together with the lack of
a profitable industry and constant low-socio-economic and educational
status, does not make for a sense of security or equanimity among
these people. Whether it be the expectant mother, the delirious
child, or the little cripple, all are vitally handicapped by this inaccessi-
bility. Mental hygiene and social adjustment are similarly handi-
cpped.

The local governments as represented generally by the county
are so poor tfhey are essentially helpless in these matters. For the
State of West Virginia the load is so excessive and the cost of correc-
tion would be so great, it is impossible for the State to correct the un-
fortunate conditions to be found in its own counties. Unless stimu-
lation to a greater local and State responsibility can be provided,
and unless help can come from some outside source the present con-
ditions will continue or perhaps get worse. These sections need help
and the need is acute and extensive. Official and nonofficial agencies
will be stimulated to local activity through the medium proposed in
this bill, particularly true would this be of industries, an important
and effective agency in this program. Some coal companies have
already shown how they reduce infant mortality in their camps.
The proposed bill offers chance for help.

It is interesting to note that the State of West Virginia has de-
veloped its program for the crippled child in a splendid manner, with
far-reaching results. No other phase of child welfare has been ad-
vanced to a corresponding degree. The annual appropriation from
the Stat6 of West Virginia for the division of crippled has for some
years been essentially the same as that for the entire State depart-
ment of public health.

The proposed program of maternal and child-health protection
which could be made possible tiy this bill can contribute to the de-
velopment of a social security (1) by assisting the laymen to reliable
sources of material on maternal and child-health protection; (2) by
providing post-graduate instruction for those physicians and nurses
who are i need of such and who can thereby contribute to the social
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security of the community; and (3) by developing cooperative pro-
grams and maternal and child-health protection and nursing service
in which will be utilized the facilities of the organized groups of the
professions locally; and (4) by the furtherance of that important and
necessary interrelationship with the public-health program; (5) by an
appropriate and enlarged consultation service in regard to State and
local programs of maternal and child-health protection; (6) and by
suitable demonstration in States where particularly needed. Such
would do more to increase the effectiveness of the program and thereby
promote social security.

Senator CONNALLY. In the coal-mining areas do not the companies
have doctors?

* Dr. LYON. They do. That presents a splendid opportunity for
maternal-health and child-welfare activities, when the industries can
be solicited and made acquainted with the attitude of maternal and
cbild-health protection in other communities.

I have a summary of the report of Drs. J. Bloss, E. Humphrey, and
G. Ratcliff, after a study of prenatal and maternal care in West
Virginia.

There is a profound lack of interest in and knowledge of the importance of
proper prenatal and maternal care in the State of West Virginia. In the opinion
of this committee there are three obstacles which obstruct all effort to promote a

, properly organized prenatal and natal clinic.
* (1) Absence of a medical teaching center In the State.

(2) Lack of funds both State and local, to provide for hospitalization of needy
maternity cases.

(3) Lack of proper education of the general public as to the value of a
preventive program in maternal care.

SUMMARY

* 1. The laity do not appreciate the importance of obstetrics.
2. The physicians themselves are not interested in the subject of obstetrics.
There seems to be a determined effort on the part of the majority of the pro-

* fesslon not to give prenatal or postnatal care unless it is reparative surgery for
injuries following previous confinements. .Not only this but a determination also
to belittle the efforts of those physicians who do appreciate the importance of
these efforts, and who are preaching and practicing prenatal and postnatal care.

RECOMUNDATIONS

Determined effort be made to educate the laity through talks before various
clubs (for men as well as for women) to show importance of obstetric care. The
great value of and need for prenatal care. Teach them to demand a type of ob-
stetric service of the same skill and ability that they do of their appendectomist
tonsillectomist, or salpin gectomist and pay him accordingly. Stimulation ana
education of physician inhis own section in obstetrics by practical instruction.

Now, as has been said before, the need has been pretty clearly set
out. I had hoped today, to set out the need particularly in the rural
mountainous section of our Eastern and Southern States where we
have labored under a considerable inequality of opportunity for the
welfare of the child and maternal health protection.

Senator LONEROAN. Doctor, do you have any difficulty in getting
medical men to locate in agricultural areas?

Dr. LYON. Very much indeed. There is a terrific need for getting
them there, because our agricultural sections are, on the whole, rather
poor, from the standpoint of supporting the attendants of the people
who live there.

Senator LONEROAN. Has the State itself offered any inducement to
doctors to locate in those sections?
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Dr. LYON. I do not believe they have every thought of that. I
think it will be a long, long time before our own State does that.

Senator LONEROAN. Has the legislature ever dealt with the problem
of setting up what we will call the "medical relief sections ' in the
different counties?

Dr. LYON. Not until the Relief Administration came in. Now, of
course, with the F. E. R. A., they are doing something of that sort
that is rather commendable.

Senator LONEROAN. So the State has been depending entirely upon
the Federal Government to do this work?

Dr. LYON. I should say too much so.
Senator LONEROAN. Thank you.
Senator BARKLEY. Dr. Reiss.

STATEMENT OF DR. OSCAR REISS, LOS ANGELES, CALIF.,

Dr. REIss. Mly name is Oscar Reiss. I live in Los Angeles, Calif.,
and I am representing myself. I am associate professor of pediatrics,
University of Southern California Medical School and chief of the
pediatric department of the Los Angeles General Hospital.

I have come 3,000 miles to say just this brief thing. Strange as it
may sound from the lips of a southern Californian, our climate alone
is not an antidote for proper prenatal and postnatal care.

Senator BARKLEY. Doctor, do you think you had better go home
after making that statement?

Dr. REIss. Well, I do not know. I thought perhaps I would say
nothing more than that, and still there is a real significance to that
statement. I might point out, that up to 1929, with the help and
stimulation of a Government subsidy, the State supplied a little more
than an equal amount of money for this field of work, and under the
stimulus of that sum they continued on their own, until in 1934
the amount that they ha e given has diminished to about $12,000
and they are now again in dire need of a further stimulus from the
Government. .

Senator CONNOLLY. Doctor, are you in private practice or are you
connected with some hospital there?

Dr. REISS. I am both. I give part of my time voluntarily to
teaching and to the care of the mendicants in the County Ilospital,
and the rest of my time supposedly for remuneration in private
practice.

Senator BARKLEY. How long have you been connected with the
University of Southern California?

Dr. REISS. Since the inception of the medical school.
Senator BARKLEY. Are there any other questions?
Senator CONNOLLY. That is a denominational school?
Dr. REIss. It is a Methodist school.
Senator CONNOLLY. There are two institutions in Los Angeles, the

University of Southern California and the University of California,Southern"(
Dr. REisS. The southern branch.
Senator CONNOLLY. The southern branch; yes.
Dr. REISS. There is no medical school in connection with that in

Los Angeles.
Senator BARKLEY. Thank you very much, Doctor.f"
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STATEMENT OF MRS. JAMES H. WOLFE, WASHINGTON, D. C.,
ACTING DIRECTOR, WOMEN'S DIVISION, DEMOCRATIC COM-
MITTEE

Senator BARKLEY. Give your name and residence and whom you
represent.

Mrs. WOLFE. Mrs. James H. Wolfe. I am residing hero in Wash-
ington now, formerly of Salt Lake City. I am talking only for
myself but I hope I represent Utah.

I oniy iave a few words to say and I do want to speak as a citizen
of Utah. As you know, Utah is in a similar situation to a number of
Rocky Mountain States such as Montana, Idaho, Nevada, Utah,
Arizona, and Colorado. The States are large and sparsely populated.
We have about a half million population, which is concentrated in
2 cities-about half of the population is concentrated in 2 cities.
The natural resources of the State are also concentrated in particular
areas, which immediately affects the taxation rates which are appli-
cable to other parts of the State. It means that the burden of
taxation of the State is borne by two counties. The remaining
counties are in a very difficult situation in order to get enough funds
to maintain their county governments. It is practically all they can
do to get the bare necessities of government.

The health program is one of the first to suffer, and I should like toread just a little bit from a letter which I have from our secretary of

the State board of health. Utah took advantage of the infant and
maternity aid which the Government afforded several years ago, and
Dr. Beatty, who was secretary of the board of health at that time, was
in charge of the program. This will give you an idea of how it
affected our State.

Through the Federal aid extended under the maternity and infancy, or so-
called "Sheppard-Towner Law," Utah received incalcuable benefits. The State
board of health was able to carry on a greatly expanded program for the protec-
tion of maternal and child health, which contributed to the reduction in the
maternal deaths of 35 percent, and also a very substantial decrease in the infant
death rate during the period of its operation, not to mention the discovery and
correction of many thousands of physical defects.

Owing to the depleted financial resources of the State, the present need for
outside aid cannot be overestimated. Our budget for health purposes is being
cut far below the amount required for the urgent need of the department, includ-
ing the suspension of all special activities for child-health programs. We humbly
urge the enactment of the proposed measure. In this we are joined by all the
agencies interested in child welfare.

In several of the counties in Utah they have not yet been able to
get sufficient funds to employ a county nurse. I think that gives
you an idea of the situation which exists there. The work being
done under the E. R. A. at the present time has been an immense
benefit to all, and we hope it can be carried on in this new measure.

The CHAIRMAN. Thank you very much. Mrs. Harris T. Baldwin.

STATEMENT OF MRS. HARRIS T. BALDWIN, VICE PRESIDENT
NATIONAL LEAGUE OF WOMEN VOTERS, WASHINGTON, D. C.

Mrs. BALDWIN. Mr. Chairman, may I refer briefly to the provisions
for maternal and child health, sections 701 and 704 in Senate bill 1130?
While the National League of Women Voters realize that this is not
a controversial point, either in principle or detail, we should like to
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express to you our gratification that the proponent framers of this
bill recognized that the consideration of child welfare belongs in a
well-rounded program for economic security.

Since the early days of its organization members of the National
League of Women Voters, in their various States have been concerned
with the development of the maternal and child-health program and
have worked for adequate appropriations to carry it on. In recent
years we have wathe d with dismay health appropriations cut and
protested with other organizations the curtailment of State and local
maternal- and child-health services. It has seemed to us that the
need for such a program has become more and more urgent with the
prolongation of the depression.

It is hardly necessary for me to say that under the best of conditions
the expense imcidental to the birth of children is one of the economic
hazards of family life. There are frequently additional expenses
because sometimes things do not go well and the mother and child
are ill for a long period of time. Sometimes one or the other dies, and
when the mother dies the loss is often as serious, and sometimes more
serious then the loss of the wage earner.

Our league members are greatly concerned with the fact that few
women in rural regions, and in many small towns, have skilled nursing
service before and after delivery. There are counties in the United
States where there is no skilled trained nurse resident in the county.

Then there is the case of the child. Very often, because of the lack
of proper care and the lack of proper food in infancy, there results
physical handicaps and undernourishment which affect the child all
during his adult years. The State may even be called upon to bear
some of the economic costs of these handicaps.

Because of these facts the National League of Women Voters
welcomes the proposal of Federal aid for maternal and child health,
combined with participation by the States. We feel that such an
educational program will go far toward saving lives of mothers and
babies, and toward removing some of the hazards of childbirth and
infancy. We know that the Children's Bureau is equipped to give
thoroughly competent direction to the program, because of its 22 years
of research and leadership on maternal and child health and on their
relation to the social and economic welfare of the child.

We are glad to see that the bill calls for the active participation by
the States through the requirement of matching State appropriations,
because the States must increasingly carry the responsibility of giving
actual service to the women and cliildrn within their borders.

Since there are more than 2,000,000 babies born each year in the
United States, perhaps no other preventive efforts in the economic-
security program will mean more to so great a number of families.
We shall perhaps reap the benefit of such service not only in dollars
and cents but in human values. We hope you will agree with us and
act favorably on these sections of the bill.

Senator Harrison, I have here th statement of five national
women's organizations. Their representatives did not wish to take
your time to be heard but they would like to file these.

The CHAIRMAN. You may do so.
Mrs. BALDWIN. Would you like to know what they are?
The CHAIRMAN. Yes.

i16807-5 - -14
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Mrs. BALDWIN. They are the statements of the American Associa-
tion of University Women, the National Board of the Young Women's
Christian Associations, the National Council of Jewish Women, the
American Nurses' Association, and the Women's Homeopathic Medi-
cal Fraternity.

The CHAIRMAN. Thanklyou.
(The letters are as follows:)

AMERICAN ASSOCIATION OF UNIVERSITY WOMEN,

Hon. Al HARRISON, Washington, D. C., February 11, 1935.

Chairman Committee on Finance,
United States Senate, Washington, D. (.

DEAR SENATOR HARMISON: The American Association of University Women,
which has a membership of approximately 40,000 extending over the 48 States,
wishes to go on record in support of title VII, section 701, of the economic security
bill 8 1130.

&Z; assocIation endorsed the principle of Federal aid for maternal and child
health work at the time the original Sheppard-Towner bill w'as introduced into
Congress and has supported this principle consistently ever since.

The members of the American Association of University Women throughout
the country and especially those in rural communities, had the opportunity of
observin at first hand the operation of the Sheppard-Towner Act during the
period of its enforcement, and they feel that the services performed at that time
for the health of mothers and children were of inestimable value to the Nation.
They feel further, that the discontinuance of these services at the end of the period
specified in the act was a distinctly backward step, and therefore this association
earnestly supports S. 1130, title VII, section 701, In order to resume the needed
safeguards of that most vital phase of our country's welfare, maternal and childhealth.

Yours very sincerely, MARGARET F. (Mrs. J. AUSTIN) STONE,

memberr of the National Legisiive Committee.

Senator PAT' HARRISON, WASHINOTON,'D. C., February 9, 1935.

Senae Offi Building, Washington, D. C.
DEAR SENATORlHARRroN:]Members',of the Young Women's Christian Asso-

ciation have been interested:for a long time in the efforts promoted by the Federal
Government In cooperation with the States for the reduction of infant and ma-
ternal mortality and for improving the health.of mothers and babies, which was
carried on up to 1929.

The national boardlofithe YounS Women's Christian Association began to
study this subject in1920, supported the Sheppard-Towner bill in 1921, and since
that time support of~work in maternal and child health has been included in the
program adopted byithe biennial national conventions of the association. &Re-
ports of the work carried on under the maternity and infancy law up to 1929 show,
we believe, the possibilities for lessening the death rate and for Improving the
health of mothers and babies.

As a woman's organization, we are interested in measures for the conservation
of human life. Our experience, particularly through the work of our health educa-
tion department and through~our contact with women in rural communities,
with industrial women, and with foreign-born women, reinforces our belief that
this work shouldlagain have the aid of the Federal Government.

We are very eager tLtat theiwork should be made possible through favorable
action of your committee!onthe provisions of S. 1130 on maternal and child
health.

Yours very sincerely, ESTHER CODY DANLY.

(Mrs. E. C. Danly representing the national board of the Young Women's
Christian Association.
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NATIONAL COUNCIL OF JEWISH WOMENu, INc.,

New York O'ty, February 11, 1935.
The National Council of Jewish Women, an organization composed of 40,000

members in 43 States -and over 200 cities In the United States, respectfully asks
Congress to retain provision for maternal and child care in the economic security
measure now under consideration.

Representing an organization whose chief aims Include philanthropy, religion
civics, and legislation which affects women and children, we recognize the present
great need, and urge the favorable consideration of such measures as will provide
the continuation of Federal supervision and aid In maternity and Infancy welfare.

NATIONAL COUNCIL OF JEWISH WOMEN,

Mrs. ARTHUR BisR, President.
GERTRUDE M. SCHLOSS,

National Representat've.

AMERICAN NURSES AssOCIATION,

To Senate Finance Committee: February 9, 1935.

The American Nurses Association wishes to reaffirm Its position In support of
Federal assistance to mothers and infants as presented In section VII of . 1130,
Introduced by Senator Wagner. This association Is composed of 110 000 graduate
nurses, many of whom are now engaged in public-health nursing in rural com-
munities.

Therefore, we feel that we are in a position to know the value of nursing service,
especially for those far removed from centers where such care is more easily
obtained

Many nursing services formerly operated by State and local health depart-
ments, as well as those supported by philanthropic organizations have been
discontinued because funds were not available for their support, thus leaving
many thousands of mothers and babies without nursing assistance at the most
critical period of their existence. We, therefore, trust that the bill will include
section VII when reported out by the committee.

Respectfully submitted. SSaAN C. Faacxs,

President AmericEan Nurses Association.

WOMEN'S HOMEOPATHIC MEDICAL FRATERNITY,
January 28, 1935.

To the Members of the United States Senate Finance Committee:
This is to certify that the Women's Homeopathic Medical Fraternity, which

is one of the member organizations of the Women's Joint Congressional Com-
mittee, urges the passage of Senate bill 1130, the part of it which refers to maternal
and child health. This organization Is anxiors to preserve freedom of pregnant
women and mothers to choose the medical treatment they prefer, but is in accord
with the bill In respect to financial and sanitary aid.

JULIA MINERVA GREN, M. D.,
Dderate, Homeopathic Medical Fraternity.

Senator BARKLEY. I do not ki.ow whether this has been put in
the record or not, but if not, I think it ought to be included. I would
like to know whether there has been any change in the ratio of deaths
among children and mothers since the National Government ceased
to make this contribution to the infant fund?

Mrs. BALDWIN. Senator Barkley, I cannot give you the exact
figures, but I have read just recently that there is a change, and I
know the Children's Bitreau will be only too glad to give you those
figures.

Senator LONEROAN. I would like to ask the witness a question.
Has your organization made a survey in each State as to the location
of visiting nurses and doctors, in the agricultural territories?

/
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Mrs. BALDWIN. I cannot say that we have made a survey in each
case, because we have a State league in only about 39 States at the
present time, but we are very conscious of the fact that in many of
the rural communities there is a decided lack of not only medical
services but nursing services. I remember quite well, in doing
nutrition extension work with the Department of Agriculture, of
going into rural community after rural community where there was
no nurse available at all to the women and children in those com-
munities.

Senator LONERUAN. Well, had the work of your organization
disclosed that the States in each case failed to furnish the necessary
service?

Mrs. BALDWIN. I could not answer that question, Senator, I am
sorry to say.

Senator BARELEY. Of what State are ou a citizen, Mrs. Baldwin?
Mrs. BALDWIN. Well, that is very hard for me to say. I have been

a resident of Washington ever since I got out of college.
Senator BARKLEY. Well, that has not been so very long.
Mrs. BALDWIN. You are very kind, Senator, but I am a native of

the State of Massachusetts, and if I should vote I would probably
vote in the State of New Jersey.

The CHAIRMAN. Thank you very much.
The next witness is Samuel W. Royburn, of the National Retail

Dry Goods Association of New York City.

STATEMENT OF SAMUEL W. REYBURN, NEW YORK CITY,
NATIONAL RETAIL DRY GOODS ASSOCIATION

Mr. REYBURN. I am also head of the Associated Dry Goods Cor-
poration of New York City and chairman of a committee represent-
ing the National Retail Dry Goods Association.

Gentlemen, the retailer is very close to the consumer; therefore,
to the average citizen. For some years many retailers have been
concerned about this problem. A few months ago they began to
study some phases of it quite intensively. The association I repre-
sent has 5,478 members. They have members, I think, in every
State in the Union.

Senator LONEROAN. Pardon me. What constitutes a member-
ship?

Mr. REYBUnN. A store. It might be a corporate, or an individual,
or a partnership, but the people operating stores who want the
facilities of the organization.

Senator LONEROAN. Thank you.
Mr. REY]BURN. They are reasonably large stores in most com-

munities, and stores with more or less modern methods of accounting
and training and probably, on the average, the more progressive
stores.

They do probably $3,500,000,000 of business. They must employ
six or seven hundred thousand people. Out of their studies came a
resolution at their convention in Jafiuary of this year. We have
asked the clerk to place before the Senators a copy of that resolution.
While it is short, I would rather not take the tine to read it, but I
would like to have it printed in the record.

The CHAIRMAN. Those copies are before us. It will be placed in
the record.
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RETAILERS' ECONOMIC SEcuRiTr PLAN

GENERAL

The United States has sufficient resources, productive capacity, human energy
and skill to provide at least a fair minimum standard of life continuously for alt
the people. The relations of the United States with the rest of the world are
tranquil. It is not torn by internal political or class strife. There Is no natural
basis for the present disorganized state of economic affairs. All conditions exist
for renewed prosperity and progress.

All production and consequent employment is in response to current or expected
consumer demand. Effective demand can occur only when the consumer has
money or credit. But only through production and distribution can the money
or credit which is necessary to create consumer demand become available. Dis-
tortion in these relations causes the vicious circle of expansion and depression.

The objective of this study Is to explore certain suggestions that have been
made for general economic security. Thesewover the hazards of unemployment,
old age, sickness disability, and dependency. Any plan must meet the test of
practicability. In the last analysis, this test is the effect of any proposed measure
in breaking the vicious circle of expansion and depression. Powerful influences
that will protect society against the dislocation caused by these economic extremes
must be sought, both by the Government and bv business.

We must distinguish between a desired ultimate objective, with respect to eco-
nomic security, and the necessities caused by the situation in which we find
ourselves. , ith respect to the administration program for meeting the present
situation on an emergency basis through providing, as proposed by the adminis-
tration, work when possible and relief when necessary, we are in accord. But
we must not permit ourselves to accept these emergency measures as permanent
solutions.

Our objective should be to give the worker work and, through adequate reserves
and insurances, protection against the hazards of unemployment old age, sickness,
disability, and dependency. Unfortunately, the building up of reserves for each
of these purposes reduces purchasing power, particularly in its initial stages.
This however, should not cause us to delay the development of programs, nor
should it prevent us from taking the initial steps and of progressively increasing
a general program of economic security.

UNEMPLOYMENT RESERVES

The purposes of unemployment reserves are to alleviate the shock of unem-
ployment, to increase continuity of employment, and to aid in the stabilizing of
consumption.

Unemployment reserves can be built up which will take care of unemployment
resulting from seasonal and other variations in the use of the products of an
industry, from technical improvements in the methods of production and from
the Initial effects of cyclical unemployment. Such reserves can be male to apply
to the large majority of industrial and commercial workers. A program of unem-
ployment reserves, to be of national benefit, must be created by Federal law.
Such law must result in eliminating undue benefits for particular States that might
be unwilling to meet a minimum national standard. At the same time, it should
be flexible enough to allow for administrative variation, to correspond with local
needs and preferences, and to provide much-needed practical experimentation.

The unemployment reserve fund, in our opinion, should be built up by contribu-
tions by the employer, the employee, and the State. The State should contribute
at least the expenses of administration, in order that the full amount contributed
by employers and employees may be available as benefits.

In the Ivitial stages, the contributions from the various industries and estab-
lishments should be at the same basic rate. As soon as experience with the
incidence of unemployment is built up, provision should be made whereby dif-
ferential rates can be established. This would be an inducement to employers
to exercise their ingenuity and initiative in stabilizing employment and would
discourage them from throwing workers upon the unemployment fund as a
measure of labor economy.

No matter how just a plan may be, nor how skillfully its other provisions may
be drawn, it cannot survive an unsound administrative arrangement. The
administrative agency in the State charged with the disbursement of funds
accumulated for unemployment benefits should be a nonpolitical commission
responsible to noother administrative agency save only to the Governor, andi
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with no other duties whatsoever. The law should be specific as to the rules
under which the commission should operate; and latitude for administrative
discretion, although generally wise, should here be rigorously limited.

All funds reserved for unemployment benefits should be deposited with an
appropriate Federal agency, so that the effect of these accumulations on the
general monetary position can be adequately safeguarded. No one can foretell
the exact effect of these accumulated funds at different phases of the credit
cycle. No one except the Federal Government should be asked to assume
responsibility for the solvency of these funds.

A plan of unemployment reserves presupposes an efficient and widely distrib-
uted system of public employment offices. In recent months there has been a
certain improvement of this important public service, but further progress must
be made to reet the needs that will arise. The Federal Government should con.
tinue its interest and support of State public employment offices, and should be
supported in its efforts to provide a workable Federal-State system.

While unemployment reserves will take the first brunt of cyclical depression
full plans should be made ready for public works and for measures of relief that
will more promptly than has been the case in the present depression restore the
purchasing power upon which industry depends. We are in sympathy with the
efforts being made by the Federal Government, in cooperation with the States,
to plan constructive public projects for the future.

OLD-AGE SECURITY

We must distinguish between-
(a) The development of a plan for insurance at old age for those still in the

prime of life; and
(b) The immediate problem of relieving the condition of persons already of

advanced years.
The huge liability already existing with respect to the latter group precludes

the consideration of ordinary insurance for it. The necessary relief to the present
aged can be given only as old-age pensions, not as insurance, and public funds
must be drawn upon to provide these pensions.. We suggest a program of Federal and State cooperation In the provision of
the resources necessary for pensions, with flexibility that will permiteach State
to arrange the terms and conditions in accordance with local needs.

Old age is a universal hazard. No progam of old-age insurance should be
contemplated which does not make provision for every citizen. If in the near
future a program of old-age pensions can be adopted there will then be time
to consider the more difficult problem of setting up a plan of old-age insurance,
which eventually should come.

PROVISIONS FOR SICKNESS AND DISABILITY

The losses to the individual and to the community from sickness and disability
rare in the agrgate very large. No plan for economic security can In the long
tun ignore these losses. We believe that in principle, insurance against such
losses is so sound that there should be no delay in the working out of concrete
legislative proposals to effectuate this purpose. We advocate the appointment

-of a Federal commission to study this problem with an open mind, as respects
the needs and possibilities for the people of the United States, and to report

-definite recommendations that can be put into practice as soon as conditions
warrant.

MOTHERS' AND WIDOWS' PENSIONS

In spite of the increased economic security that the above measures will pro-
vide, there remains the problem of the dependents of the deceased worker's
family. We have in this country at the present time an established tradition
with respect to mothers' and widows' pensions. Unfortunately, these pensionsare less general than is desirable. We suggest that the Federal Government in
coopration with the States, establish minimum standards of benefits, toward
which the Federal Government may make an appropriate financial contribution.

RELIEP AND WELFAS
We realize only too well that after all the mentioned hazards have been taken

care of, there remain many people for whom relief is necessary. We agre with
the administration that these should be provided for by each indivtdualState,

'n accordance with recognized social service standards.
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We submit these views In the hope that they will be helpful as representing
the point of view of a large body of American business.

(Note.-The committee that prepared this plan was appointed by the president
of the National Retail Dry Goods Association, with the authority of the executive
committee, at a meeting held on January 8, 1935. The members of the com-
mittee are: Percy 8. Straus, chairman; R. H. Macy & Co., New York, N. Y.;
F. W. Alfred, Gladding's, Inc., Providence R. I. C. B. Clark, the J. L. Hudson
Co., Detroit, Mich.; Low Hahn, New Yor N .. ; Albert D. Hutzler, Hutzler
Brothers Co. Balifmore Md.; Edgar J. kaufmann Kaufmann Department
Stores, Inc., Pittsburgh, PN.; Louis E. Kirsteln, Win. Filene's Sons Co., Boston,
Mass.; Fred Lazarus, Jr., the F. & R. Lazarus & Co., Columbus, Ohio; W ard Mel-
ville Shoe Corporation New York, N. Y.; Frank H. Neely, Rich's, Inc Atlanta,
Ga. Dr. Paul H. Nysirom, Limited Price Variety Stores Association, inc., New
YoA, N. Y.; David Owens J. B. Ivey & Co., Charlotte N C0 Samuel W. Rey-
burn, Associated Dry Go"~. Corporation, New York, N. Y.; dscar Webber, the
J. L. Hudson Co., Detroit, Mich.; Gen. R. E. Wood, Sears, Roebuck & Co.,
Chicago, Ill.)

Mr. REYBURN. In just a few general statements, I want to repre-
sent the retailers, because I will be f.Llowed by another merchant from
Baltimore who will go into some specific details.

The general principle we approve. As we look at it, fortunately we
now seemed to have reached the time when the mass mood is changing
from a feeling of pessimism and helplessness. The new mood is not
the unfounded optimism which existed just before the beginning of
the depression. It is not the futile wish we held in 1930 for a lucky
turn of events to restore better times. It is not a belief that the
Government can create wealth and lift all troubles from our shoulders.
Itisamore healthy state of mind and feeling than anyof these; courage,
self-reliance, and confidence are reviving. On every hand we see
evidence of a return to the good old American belief that as individuals
we who have jobs can take care of ourselves and assist our neighbors
who have met with misfortunes and give intelligent aid to our
Government.

Consumers are showing a greater willingness to buy, which is
consumption's way of commanding production and distribution to
increase employment.

The old cycle is ended and the new has begun. Better times are
on the way.

The rate and degree of progress will, in a large measure, depend on
our cooperation in thought and deed. Each one must feel his respon-
sibility and endeavor to do his part. We must become less self-
centered, more aware that what is for the good of the whole group is
in the end, better for each individual than that thing which would
seem to be more immediately profitable to him.

Leaders of thought in every field-labor, industry, commerce, the
pulpit, the press, and in the professions-have a very great responsi-

ility at this time. They should endeavor to Qut aside anything of
narrowness, envy, intolerance. They must investigate, search for
and evaluate facts with honest, open, and courteous minds. They
must give freely of their mental, moral, and annual strength in this
period when faith and courage are returning.

In the study of social insurance we should not think of it as some-
thing new. The principle is as old as Adam and Joseph and has
been taught by leaders down through the eges. Its practical value
is based on that constant conflict of hopes ar.d fears, feelings and
beliefs, which exists in ever normal human breast, and on the con-
stant variations of natural forces which have influenced this old
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planet from year to year for untold centuries. It is a recognition
of the fact that these varying moods of the human being coupled
with these constant changes in physical nature will always give
us seasons of plenty, alternating with seasons of famine. This pro-
posed legislation following an old principle is a new device designed
to fit into these complex times through which investor, management
and worker shall each be compelled to follow an old principle and
lay aside part of income in normal times to mitigate distress when
hardships come.

In those days of the individualism of pastoral and agricultural
economy the head of each family was urged to follow the principle.
In these times of big corporations and large organizations, industrial
economy requires compulsory cooperation of all employers and
workers.

The merchants in their study of old-age security distinguished
between (a) the development of a plan for insurance at old age for
thoso still in the prime of life and (b) the immediate problem of re-
lieving the condition of persons already advanced in years.

In regard to the latter (b), they believe the State and the Nation,
out of general funds and with no specific charge on industry and com-
merce, should meet these obligations.

As to the former (a), they called attention to the fact that old age
was a universal hazard. Everyone who lived long enough enjoyed it
or suffered it. Therefore any program for this group should make
provision for every citizen who would ever need it. Of course there
should be a "means" test.

While all of us who have jobs will either pay for it in prices of goods
we consume or in our tax bills we think it should be a responsibility
from year to year of every political administration. We differ very
definitely with provisions of the bill and with the views expressed by
Secretary Morgenthau before the Ways and Means Committee of
Congress I believe, on the 4th instant and reported in the press of
Wednesday, Febzuary 6, in which he advocated excise tax on pay roll
and income tax on wages for this purpose.

The merchants with whom I have talked and many men other than
merchants in industry and commerce believe this to be a proper charge
against general revenues of States and nations.

Senator CONNALLY. Are you not confusing the unemployment with
the old-age pension? The old-age pension as I understand this bill
is not paid for by the tax on pay rolls at all, but comes from general
revenue?

Mr. REYBURN. Look at section 301.
Senator BLACK. The second phase of the old-age pension is different,

as I understand it. ; t is in line with what he suggested.
Senator CONNALLY. I beg your pardon.
)6r. REYBUtN. The old-age annuity, the bill calls it. It is dealt

with in section 301.
Senator CONNALLY. Above 65 is what we refer to generally as the

old-age pension.
Mr. REYBURN. We divided them into the groups that now have

need of assistance, which the State and the Nation should take im-
mediate care of, and in the other group, the younger people who some
day will become old we think, perhaps you should take further time
and study that. My own thought is-I cannot speak for the mer-
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chants, because you must recognize that our program was adopted
on the 15th, I think 2 days before the economic security report was
made to the President, and we had framed that on the 12th of the
month after this long study I spoke of. They are quite similar in
many respects, but we had no bill before us to deal with, but I cannot
definitely speak for all of those merchants as to particular problems
in the bill. I can only go back to the text of that. But my own
thought is that that part of it could be eliminated for further study.

Senator WALSH. Who were the merchants that made this study?
Mr. REYBURN. There was a special committee of 26, a voluntary

committee.
Senator WALSH. I do not care to know who the 26 were. Were

there any 2 or 3 members that made a special study?
Mr. REYBURN. I appeared as early as 1931 against action at that

time before the New York Legislature. I had been reading about it
for some years.

Senator WALSH. I thought perhaps you made a special study at the
present time.

Mr. REYBURN. As chairman both of the National Retail Dry
Goods Committee and this special committee of 26 since the 1st of
October.

Senator WALSH. Mr. Lincoln Filene asked to appear before the
committee.

Mr. REYBURN. Yes.
Senator WALSH. Is lie a member of the association?
Mr. REYBURN. Yes, he is a member of the association.
Senator WALSH. Are you expressing his views?
Mr. REYBURN. No.
Senator WALSH. Does he entertain different views from yours?
Mr. REYBURN. Ile does in some respects with reference to this bill.
Senator WALSH. I just wanted to know.
Mr. REYBURN. He and his brother differ, and then their partner,

Mr. Kirstein, still has another point of view. The attitude of the
members of that firm indicates the complexity of the question.

Senator BLACK. May I suggest to the witness in connection with a
statement made a while ago that section 301 provides for the tax to
which he refers for old-age pension, and section 405 designates it not
as pensions, but as annuities, so that it does impose a tax to what he
as on the pay roll for old-age annuities for the second phase of the
'US You will find it at page 15 of the bill and page 25 of the bill.
Senator BARKLEY. I did not get from you what Tour official

connection with the National Retail Dry Goods Association is?
Mr. REYBURN. I have been a member of it since I became a

merchant, 21 years ago, and I have been a director at various times,
and now I have been chairman of their committee since last October
when they appointed a committee on this subject of economic security.

Senator BARKLEY. I see that you are connected with the Associated
Dry Goods Corporation.

Mr. REYBURN. Yes, I am president of that.
Senator BARKLEY. What is that organization?
Mr. REYBURN. It owns 8 department stores in 5 States. One
them is in your town of Louisville.
Senator BARKELY. Under what name?
Mr. REYBU N. Stewart Dry Goods Co.
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Senator Couyn.s. Are these all held through a holding company?
Mr. REYBURN. Yes; a holding company owns these eight stores.

However, they are locally managed; there is no question about that.
I am the partner of the heads of the different stores, but only a junior
partner or consulting partner.

Senator CONNALLY. Is each one a separate corporation?
Mr. REYBURN. It is a separate corporation; yes, sir.
Senator BARKLEY. Dividends are paid to the stockholders of each

separekte corporation and also to the stockholders of the holding
company?

Mr.R EYBURN. All the stores but one are wholly owned, and so the
dividends go to the holding company and from there to the stock-
holders.

Senator BARKLEY. I was wondering whether the dividends are
pyramided, that is, separate dividends to each separate corporation's
stockholders, and then the stockholders of the holding company are
supposed to get dividends.

Mr. REYBURN. That is beside this question, but I would like to
explain it if you have time.

Senator BARKLEY. The holding company owns all of the stock in
the corporation?

Mr. REYBURN. All except one of the stores, there is a little out-
standing stock. •

Senator BARKLEY. So the dividends all go to the holding company?
Mr. REYBuIN. Yes. May I say just a word on holding companies?

You know we business men discover safety in our ventures by dis-
tributing our risks, just as insurance companies do, and the justifica-
tion of the department store is that principle of distributing risks.
It has many stores in one. Some of them are in black this time and
in the red next time, but altogether, going along together, with the
advantages of watching results and developing better plans and better
principles, presumably they are all benefited and the investor is bene-
fited. That same principle applies to a holding company like ours.
It was the consolidation of two other holding companies when I took
charge of it. It has never been changed as far as the principle of
representing the stockholders is concerned, and it remains now just
as it did 21 years ago, and our risk is distributed in each store among 60
or 70 departments, and then the risk is distributed in 8 different stores
in 8 different localities. That was the principle on which it was set up.

Senator BARKLEY. Let me ask you this: I have been somewhat
familiar with the National Retail Dry Goods Association over a num-
ber of years-I have addressed its meetings. I would like to ask
you what is the genesis of the interest of the National Retail Dry
Goods Association in this type of legislation if you can tell us again?

Mr. REYBURN. The interest of the retailer is the interes,'of the
consumer, which is practically the interest of the citizen. In pros-
perous times he got his political obligations and his religious and
social obligations kind of mixed up and he paid very little attention
to politics. He realized after a while that whilehe ought not to
interfere with a man's religion because the freedom of that was
guaranteed to him, or free speech, or his social aspirations, lie has
begun to realize that his political duties are separated from those
anT he ought to attend to them, and he got into this, as I expressed
it in one of my spccches-business got so interesting back i" 1919
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that I began to neglect my political duties, so I lost my name. I am
trying to get my name back. This was a thing where I thought I
could help my business and help my country, and I began to talk
about it, and the first thing you knew, they wished a chairmanship
on me, so I have been a journeyman country saver most of the time
since last October. That is about as near as I can answer you as to
how they got interested. A number of other men were thinking as
I did, so we got together and expressed it in this resolution.

Senator WALSH. Your interest was somewhat based upon the
possible effect on your pay roll?

Mr. REYBURN. We are willing to stand taxes. We would like them
to interfere as little as possible with industry and employment.

Senator WALSH. It is a proper attitude.
The CHAIRMAN. We are glad to get your views and will consider

your suggestions.
Mr. RkYBURN. Thank you Senator. I just have one paragraph

that I did not read of this memorandum.
We think the Federal Government should participate in such a

program to bring about uniformity throughout the Nation. How-
ever, flat rates for benefits should not be paid. The cost of maintain-
ing social and economic standards vary greatly in different States and
in different counties and municipalities in the States. Such practical
differentials in living standards should be taken into consideration.
Otherwise in those counties and municipalities where living is simple,
wholesome, and less expensive, payment of benefits on flat rates
would in fact begiven advantages that would amount to a preferential
over those people who live in localities where the necessities of life-
were more expensive.

In other words, the distribution of such funds should be made onr
some plan that would provide an equality of real income rather than-,
monetary equality.

Senator BARKLEY. Are you speaking now of the pension features
or unemployment features?

Mr. REYBURN. In the schedule here.
Senator BARKLEY. WVhat do you think of the wisdom and propriety,

purely as a- matter of government, of levying a tax on the people
of one State for a definite and specific purpose and then if the State
does not pass legislation that would bring it within the meaning of
the law, to expend the money for that purpose, in general govern-
mental purposes and not the purposes indicated in the act?

Mr. RHEYBURN. I am entirely a States' Righter. I think local
people can look after local affairs better than some people far away,
but you know the interstate commerce knows no State lines, credit
knows no State lines, arid in our modem industrial civilization, these
problems of social security will have to recognize that fact and not be
bound down by State lines. I may not be able to defend it as a high
moral principle, but I see no objection to it in a thin of this kind.
It may be a dangerous thing, and I do not mean to endorse it, but at
this particular time-and I am speaking only for myself and trying to
answer your question-a law that would seem fair generally and would
be permitted by the Constitution that looked to compelling the States
to contribute, even though it penalized those States who did not come
forward, and in that event would give more money to the States that
did cooperate in the law, might be fair.
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Senator BARKLEY. That is not what is going to happen. Let us
assume that we pass this act within the next 2 or 3 months and that
the legislatures of half the States take advantage of it by providing
laws of their own, which would bring back to them 90 percent of the
3-percent tax that is levied on their pay rolls. The other half of the
States for one reason or another do not enact that legislation, but the
3-percent tax is levied on their pay rolls just the same. That 3
percent collected from half the States that do not enact their own laws
does not go, not a nickel of it, into unemployment insurance in the
other half of the States but it is covered into the Treasury and may
be used for any purpose for which money may be appropriated.

The point that I have in mind and that sticks in my craw is that
there ought to be some earmarking of this unemployment money that
is collected from the States that for one reason or another might not
be able to enact this law within a year or two, so that when it does
come in, that money would be available and not just take it away
from them and put it into salaries and general expenses, highways, or
any other Government purposes. It seems to me if it is collected for
unemployment insurance it ought to be spent for unemployment
insurance, and if the State is, by reason of the delay in its legislative
session or for any other reason it cannot overnight comply with the
requirements that the money collected from it ought to be heldagainst the da when it can comply or will, so that it will get the
benefit of it. That is myidea. I would like to get your reaction to it.

Mr. REYBUR-N. I will give you my reaction. It seems to me there
is much justice in what you say. I have not a definite opinion on that,
but not doubt you have given it a good deal of thought.

Senator BARKLEY. I would not want to do anything by which the
State would be encouraged to delay its law. I cannot see just how
that would, because it has to pay the tax anyhow, and yet I do see
that it seems to me that we have gone out here perhaps to raise a fund
for unemployment, that that money ought to go to unemployment and
not something else.

Senator BLACK. I am very interested in your statement, as I under-
stood you, that your association favored the idea of collecting as
much of this as possible for general revenue rather than from the pay-
roll tax. Was I correct in that understanding?

Mr. REYBURN. In all the pension problems, we think that ought
to be done. Everyone suffers from old ago and everyone ought to
get that benefit. Industry all by itself ought not to pay them. If
you pay it out of general revenues, it will be a matter of legislation
from year to year, and that will educate the public better, and it will
educate the various administrations to carry on that responsibility,
and I believe it will get a better and more economic administration
of that law.

Senator BLACK. You then will have to pay the taxes either way,
under general revenues of the pay roll?

Mr. IVREBURN. Yes.
Senator BLACK. But you believe a better method would be from

general revenue sources?
Mr. REYBURN. I know the difficultiesyou gentlemen are up against

in revenue. Everybody resists it, but Ithink the public opinion of
these probabIy 37,000,000 who have obs now and who are struglingwith Pais problem, would very readily accept and support you'lf the
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press and platform would advocate it, and I have talked to a great
many peopie--to have a very much broader base on your income tax.
It would be a fine thing if you could got that and get it accepted.
Your revenue would be a steadier flow, and you would have more
peope saying it, and you would have more revenue.

Tho uHAIRMAN. You mean by a broader base, to reduce the exemp-
tions?

Mr. REYBURN. Yes; reduce exemptions very low down.
Senator CouzENS. What would you say about an excess-profits tax?
Mr. REYBURN. I think excess-profits tax works two or three ways.

Our tax laws since the war have really gotten so that they have con-
tributed largely to the troubles of this depression. I think excess-
profits tax as Iobserved it, and maybe as I have used it, caused an
increase of administration of business, because they see that money
is going to pile up, it has to go to the taxgatherers, and they put in
improvements that they do not need. Of course, that buys material
and pays for some labor, or they have big advertising, but the trouble
of it is they set a standard that when the excess profits are gone, they
are too extravagant in the administration of their business.

Senator BLACK. You mean they would like to pay large salaries
and large bonuses?

,r. REYBURN. Yes.
Senator BLACK. What would you think about a tax on large salaries

and large bonuses, if that is the method of getting away from it?
Mr. REYBURN. I always thought the taxes on my salary were very

much too heavy.
Senator BLACK. You would be opposed if they raised the salaries

and the bonuses beyond reasonable limits; you would be opposed to
a tax on them?

Mr. REYBURN. I have grumbled about my taxes but I have paid
them. I have never been in any trouble until 1932. I am called in
on the carpet now in the captain's office but I think that people with
money and with income are cheerful about paying. Most of them
that I talked to would like to see the base broader because your income
would be surer and larger, too.

The CHAIRMAN. You feel that excess-profits tax encourages waste
and extravagance in the conduct of business?

Mr. REYBURN. Yes, it does, and you cannot stop it when you do
not have the excess profits next year.

The CHAIRMAN. Thank you, Mr. Reyburn.
The next witness is Mr. Albert D. Ilutzler, of Baltimore, Md.

STATEMENT OF ALBERT D. HUTZLER, BALTIMORE, MD., VICE
CHAIRMAN OF NATIONAL RETAIL DRY GOODS ASSOCIATION

Mr. HUTZLER. My business is Hutzler Bros. Co., of Baltimore.
Senator BARKLEY. What is the nature of that business?
Mr. HUTZLER. The nature of that business is a retail store. We

happen to be an independent store. It has been in the same family
for 77 years on the same site.

Senator BARKLEY. A department store?
Mr. HUTZLER. A department store; yes, sir.
I simply want to bring out three points concerning this retailers'

resolution and the bill before you. The first point is this-that re-
tailers generally are in accord with the spirit and objective of this bill,
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and that the retailers are a large section of the business life of the
country.
. The second point is that though we are quite in accord with the
old-age assistance to those who are now old age, we believe that the
provision for old-age insurance for those who are at present not old
age, has not been developed sufficiently to be passed with this bill, as
the rounding out of that provision will undoubtedly delay the passage
of the rest of the measures of the bill.

The third is certain points in unemployment-insurance provisions
which we think should be altered.

Regarding the first point, I think that if you will look at this
resolution ta was passed before the President's proposal or intro.
duction of this bill, you will find that the spirit of it is very much in
accord. The drafters of the bill are on the last page. The committee,
if you will notice, covered stores from all parts of the country that
were available, from the Middle West from the South, from the
North, large stores and small stores, and in the National Retail Dry
(oods Association more than half of the members are small stores.

Many provisions in the bill are so similar, those for maternal aid,
for child care, for assistance to those who require help by the Gov-
ernment-that we have no differences, although we might differ in
all details.

As far as the health problem is concerned, we believe that eventually
health insurance should take place, and we understand that a com-
mission is studying that subject.

As far as the second point is concerned, and that is the old-age
insurance for those who are at present not old, we think that should
be eliminated from the bill, because we do not believe it has been
worked out on an actuarial basis, that it would be sound in its present
form, and the point that Mr. Reyburn was making that on top of the
pay-roll tax and the unempoyment insurance provision, which we do
not object to, there is applied another tax on the pay roll in the old-
age insurance for those who are not now old, and the putting of these
two taxes one on top of the other we believe would truly make a real
encouragement for the employers to have labor-saving machinery; in
other words, where labor is cheaper than machinery without the two
taxes, the machinery may be cheaper than labor in a great many
cases with the two taxes. We certainly do not want to put a premium
on labor-saving devices

We believe that, in order to get the bill through as rapidly as pos-
sible, particularly in thoso provisions where the cooperation of the
States is needed, and with a great many legislatures in session, that
in order to get these other things through rapidly, that are worked
out we should eliminate this one section from the bill.
The unemployment insurance we are in general accord on, but

there are several things that we do think should be modified. The
retailers have studied this at great length and they have come to a
'conclusion that in the State funds, while they believe that a national
law should be passed so that interstate competition will be the same,
they believe that the funds should be contributed to by the employer,
the employee, and the State. The State should contribute at least
enough to defray the cost of administration becausethen there will
be a positive effort whereby the State administrations, to keep that
admlnistratlon to the lowest figure, and the benefits from' thd fund
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will be the amount paid in by the employer and the employee. The
way this bill is drafted, it seems to discourage that Fort of assessment
in a three-way degree by the individual State laws. To a much
greater extent in unemployment insurance we feel that the provision-
I think it is on top of page 50-that no dilierentials based upon experi-
ence, no credit, can to allowed in this tax, because of differentials
based on experience until after 5 years. I think it is line 15, page 50.

We believe that is too long to wait. What we want to do, what we
want to accomplish, is stablization of employment rather than pay-
ment of benefits from this fund. We want to give real encouragement
to employers to stablize their employment seasonally in other ways,
and those employers who would take wage-saving measures that
might throw employees into this fund shouldbepenalized by keeping
the full rate while those employers who use their own establishment
and manage to stablize the employment either seasonally or by not
taking drastic labor-saving measures, should have the benefit ot that
stabilization earlier than at the end of 5 years. And we think that
the word "five" should be eliminated from that pro vision and "two"
substituted, which will give I year for accumulating the fund and I
year for experience. Those differentials can be made slowly so that
by the various State laws they do not operate too quickly and not too
short an experience, but they should be made early so that as in other
forms of insurance, you get the benefit of good performance, but of
course as a corollary to that, provision should be put in the law giving
minimum standards of benefits to the workers, so that a partially
cooperating State cannot give differentials to its industries and give
them a competitive disadvantage.

To sum up, we want to emphasize first that we are in general agree-
ment with the situation and with the objectives of the bill; secondly,
that we think as a means of a passage of the rest of the bill earlier,
that the old-age insurance tor those who are not now old should be
eliminated, and that these changes should be made in the unemploy-
ment features of the bill.

The CHAIRMAN. Thank you very much.
The next witness is Elmer F. Andrews, State industrial commis-

sioner of New York.

STATEMENT OF ELMER F. ANDREWS, NEW YORK CITY, STATE
INDUSTRIAL COMMISSIONER OF NEW YORK

Mr. ANDREWS. Mr. Chairman and gentlemen of the committee, I
am here representing Governor Lehman, and also the committee in
New York State which prepared the administration unemployment-
insurance bill now before the State legislature. That committee con-
sisted of Prof. John P. Chamberlain, of Columbia University; Prof.
Herman Gray, of New York University; George Meany, president,
New York State Federation of Labor; Justine Wise Tulin, assistant
corporation counsel of Now York City; James A. Corcoran, assistant
secretary, New York State Dopartment of Labor.

The views which I express for the Governor and this committee
are related solely to those sections of the bill under discussion having
to do with unemployment compensation.

May I say that we feel that the bill as a whole represents a tre-
mendously important step forward in social legislation for the United
States. The suggestions to be made with reference to it are intended
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to be constructive. The points which the Governor wishes me to
bring before you are given below and the accompanying suggested
amendments are submitted in accordance with the wish expressed by
Senator Wagner at a conference held with the members of the com-
mittee last week.

I do not mean to commit Senator Wagner directly to the suggested
amendments but he thought this was the best way to get it before the
committee, to give you definitely expressed recommendations.

1. PROVISIONS GOVERNING EMPLOYERS RATE OF CONTRIBUTION

The Federal bill which is to become effective January 1, 1936,
does not set a fixed basis of contribution but provides a 3-percent
employer's contribution, with a reduction in the first year to either
I- or 2-percent contribution based on the position of the adjusted
index of the Federal Reserve Board's average of total industrial
production, being 1 percent if under 84 percent of the average for the
years 1923-25 and 2-percent contribution being payable if such
index averages between 85 percent and 95 percent of such yearly
average. At the present time we are informed that such production
index is about 85 for the current month; the average index of produc-
tion for the 12 months preceding October 1934 was 76.8.

In the second year, a similar sliding scale arrangement is provided,
with the saving provision that the second year's contribution cannot
be less than that made in the first year.

Under the provisions of the bill introduced in New York State the
employers' rate of contribution is definitely fixed at 3 percent of the
pay roll of his employees, with a provision calling for a report by the
industrial commissioner to the legislature, not later than February
1939, relative to the financial aspects of the fund and the rates of
contribution thereto. This latter provision was intended to cover the
study of any possibility of the merit-rating system being used or
special rates in cases where a guaranteed week's basis of employment
could be utilized.

The Committee on Economic Security report states that a 3-percent
contribution is necessary to support a plan of benefits contemplating
$15 maximum weekly payment for a maximum period of 15 to 16
weeks unemployment. If the rated contribution in New York State
must be reduced, it will have to reflect itself likewise in the weeks of
benefit. Fluctuation and change in benefit periods, the basis of which
will hardly be understood by the workers, will undoubtedly arouse
suspicion and distrust of any plan.

The failure to set a fixed rate of contribution will give support to
lobbies vhich will seek to debase the standards in each State. States
will be set at odds with one another and the difficulty in. securing
contributions necessary to adequate standards will thui be increased
in every State.

No concrete suggestion for amending the bill is proposed inasmuch
as it is obvious that if the 3 percent of employers' contribution would
be made uniform it would simply mean the elimination of the sliding-
scale features contained in section 601.

I might add there, Mr. Chairman, that we do not see how you can
definitely in a State bill say how many weeks of unemployment
benefits there may be, what the waiting period may be, or when the
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benefits shall start to be paid, I or 2 years from now, unless the
States may set up an income-producing system which will create a
ool sufficient to produce enough revenues for a certain amount of the
tate benefits during a particular year, and how long the waiting

period may be before a worker who becomes unemployed starts to
receive benefits.

Senator CouzENs. Do you believe in the pool system?
Mr. ANDREWS. Yes, sir.

2. THE METHOD OF ALLOCATION OF ADMINISTRATION EXPENSES TO THE
STATES

The bill uider consideration makes an initial appropriation for
the fiscal year ending 1930 of $4,000,000 for distribution to the
States entitled thereto, complying with other provisions of the act,
and thereafter a yearly amount for such purpose of $49,000,000. It
further provides that only so much as the Federal Social Insurance
Board deems necessary, "shall be apportioned among such States
on the basis of need for such financial assistance in the proper adminis-
tration of such laws."

This would introduce in the bill the principle of a "means test."
In the allocation to the States there is an extreme probability that in
the handling of such a question New York State might easily be dis-
criminated against. It would be possible for less wealthy States to
have a greater need for financial assistance than New York State,
and might therefore receive a larger proportion of the money available.

Regarding the expenses of administration, the New York bill
contemplates that such administration expense shall be made up
out of contributions paid by employers. The Federal bill requires a
payment into the unemployment trust account of all contributions
received and further provides (sec. 602-d), that all money requisi-
tioned by a State agency must be used exclusively for the purpose of
paying benefits. The amount of money scheduled in the Federal
bill for allocation to the States for administrative payments would
not appear to be adequate to meet the total administration cost, so
that the Federal bill apparently expects direct appropriations from
the State treasuries for the purpose of administration costs over and
above the amount that might be allocated by the Federal authorities
It appears that section 602-d should be broadened to permit the
requisitioning of moneys, either to satisfy claims to benefits or when
necessary to pay costs of State administration.

Proposd amendments: At page 29, line 23, after word "basis"
insert: "of the proportion of the number of insured workers in each
State and"; at the same page, line 24, change period after word
"laws" to a comma, and insert:
Provided, however, That the amount t0 be distributed to the States In the discretion
of the Board because of such additional need of financial assistance shall not
exceed 10 percent of the total allotment to be made.

The proposed alternative amendment to permit requisitioning of
trust fund for compensation payments and administrative expenses:
At page 31, line 6, after word "compensation" insert:
Except when the Board In Its discretion shall approve the separate application of
a State to requisition a stated amount to be expended for payment of adminis-
tration expenses made necessary by the inadequacy of the periodic allotment.

116,S 7---,0
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At page 37, line 6 after word "compensation" insert before semi-
colon: "and as otherwise provided in such section." At page 46
line 3, after word "compensation", insert: "and as otherwise hnlited
under section 407 (5)."

8. THE DEFINITIONS OF WAGES IN THE STATE AND FEDERAL BILLS,
SIMILAR IN MANY RESPECTS, DIFFER IN TWO IMPORTANT MAT TERS

First: The New York State bill excludes at this time bonuses as
part of the wages (although recognizing that such exclusion might
develop an obnoxious practice which then could be met through
proper legislation), while the Federal bill includes bonuses as part of
the wages.

Second: The New York State bill includes tips or gratuities received
from other than employer as part of the wages received by the em-
ployees on the theory that in many occupations it is an integral part
of the wage so recognized, and within reasonable limitations properly
determinable. The Federal bill apparently excludes tips through
nonmention, although it may be the intention of the framers of this
measure to include tips in the words "and similar advantages",
although it seems that the attempt to so consider it as payment
"indirectly by the employer" might not stand up.

May I say that in connection with tips, that in the administration
of the workmen's compensation law, the tips are recognized as basis
of con sensation payments in insurance-company premiums, on the
basis of tips received by such classes of workers as taxicab chauffeurs
waiters, and waitresses. Perhaps you know that in Coney Island
there are resorts where waiters have paid as high as $25 per week
fcr the privilege of waiting in those establishments. So that we
think that tips are very important as part of the salary on which the
taxes are paid.

Senator CONNALLY. How about keeping an account of them?
Mr. ANDREWS. In our bill we say that is an administrative matter

to determine. In the compensation law, the Industrial Board
through its studies and through the years knows about how much a
taxicab operator receives during the week as tips, and that is used
by them and the insurance companies to promulgate rates.

Senator BARKLEY. You say in some restaurants the waiters pay $25
a month or per week?

Mr. ANDREWS. Before prohibition Coney Island, in some of the
large beer gardens, some of the waiters paid as much as $25 a week for
the privilege of waiting. .

Senator BARKLE.Y. Whom did they pay it to?
Mr. ANDREWS. To the proprietor.
Senator BARKLEY. Is that true generally of restaurants in the city?
Mr. ANDREWS. I would not say so, because the weekly payment to

waitresses in New York City may in some cases be $2 or $3 a week-
Senator BARKLEY (interposing). I meant to ask you whether there

were many of them that paid for the privilege.
Mr. ANDREWS. Not now.
Senator CONNALLY. But this is true, that the wages are mitch less

because of the prospect of tips, therefore they pay less than they
would otherwise pay?
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Mr. ANDREWS. Oh yes; some restaurants rather high class pay $5
because the girls will average $25 on top of that, and that is the
reason why that should be considered an integral part of their income.

Senator CONNALLY. Do not the proprietors usually require i divi-
sion of tips with their help?

Mr. ANDREWS. I understand so. You know in hotels a great many
times a fellow even to get a job must pay the employer. I do not
mean the management itself, but the person who does the hiring.
There has to be an arrangement for splitting tips and things of that
kind.

The amendment for that would be at page 45, line 4, strike out
word "and" and after word "advantages" but before period add words:
and gratuities received by the employee In the course of his employment from a
person other than his employer, the value of which shall be determined by the
Board. When so determined, such value shall be deemed an integral part of the
wages of the employee and for pay-roll purposes as part of the wages paid by the
employer.

4. STATE-WIDE POOL$

After careful consideration, it was decided in New York State to
have an exclusive and State-wide pool of unemployment-insurance
funds. This decision was based upon the following points:

(1) It seems essential to protect the certainty of payment of J
benefits. If strong employers are permitted to set up individual
company reserves the stability of the general fund will be impaired.

(2) The administration of a system permitting individual company
reserves would be so difficult and costly as to raise serious problems.

(3) Individual plant reserves would foster the growth of company
unions.

Senator COuZENS. Have you studied the Wisconsin plan and know
how it works?

Mr. ANDREWS. I have tried to find out as much as I can, but the
the best reports I can get-perhaps it has not been in existence long
enough to prove itself-but I have not heard anything too glowing
about it. I understand that this act would not conform with this
Federal bill.

5. rIME OF COMMENCEMENT OF UNEMPLOYMENT COMPENSATION
PAYMENT

Benefits under the New York State bill are to commence 1 year
after the contributions become effective, namely, under the provisions
of the bill, October 1, 1936, and if amended to conform to the Federal
act, January 1, 1937.

The 'Federal bill provides for approval of State plans that, "Com-
mence, "jder such State law 2 years after contributions are first
made under such law. " It is probable that this 2-year limitation
was intended as a maximum provision and not as a restrictive or
minimum period necessary for the accumulation of sufficient funds,
although in view of the reduced contribution basis contemplated it
may have been intended that this 2-year period should be inflexibly
operative.

Proposed amendment: At page 36, line 18, after word "law"
insert: "not later than."
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6. NEED FORSOME MINIMUM STANDARDS TO BE ESTABLISHED IN THE
FEDERAL BILL

Under the Wagner bill the matter of standards in limitation of
maximum number of weeks of payment of compensation, maximum
and minimum waiting period, and minimum and maximum rates and
amounts of compensation payments are all left to the individual States.

The New York State bill calls for a 16-week maximum payment
period. It fixed the payment on a 50 percent of wages basis as com-
pensation with a maximum of $15 per week and a minimum of $5
per week and establishes a 5-week waiting period in the calendar
year with an initial unemployed waiting period of 3 weeks.

Senator CouzENs. Do you have any employee contributions?
Mr. ANDREWS No sir.
Senator COusENS. Not in New York State?
Mr. ANDRzWS. No, air. This is the New York State bill that I am

talking about. We feel it will be taken out of the employee one way
or the other, anyhow.

Although there may seem to be sound reasons applyng against the
inclusion of definite standards in the Federal bill on all these factors,
it is imperative in our judgment that any governing bill of this type
shall provide that any State unemployment fund or system, to qualify,
must provide for paying compensation to unemployed workers at not
less than the rate of 50 percent of their full-time wages. In the ab-
sence of any such regulation of this feature, State plans might pro-
vide for payment to unemployed of any amount from perhaps 50
cents a week to full weekly wages.

Proposed amendment: At page 37, after line 21, insert new sub-
division G: "(g). The State law provides for payment of compensa-
tion benefits after a specified waiting period of not less than 3 weeks,
at a rate not less than 50 percent of the employees full-time weekly
WPiges."

7. DIFFERENCE IN DEFINITION OF EMPLOYER

In the bill under discussion the employer is defined as any person
who "within each of 13 or more calendar weeks in the taxable year
employed at least four persons in employment subject to this title."
The New York State bill defines an employer as anyone who has
employed four or more persons "at any time in any 3 months' period,
or such shorter accounting period as the Commissioner may establish."
Considerations of administrative expediency are thought to justify
the New York definition.

Proposed amendment: At page 43, line 17, strike out word "with-
in"; same page line 18, strike out words "each of" and insert: "at
any time in any;" same page, line 18 strike out words "or more", so
that passage shall read: "who or whose agent or predecessor in in-
terest at any time in any thirteen calendar weeks."

. COVERAGE OF FARM LABOR

A complication would also ensue in relation to the credit permitted
to be allowed against the Federal pay roll tax up to 90 percent of the
amount contributed to the State une-nployment fund. Farm labor
is exempted from the payment of any contributions under the, New



ECONOMIC BECITBITY AOT

York plan, whereas the Federal bill is silent on this point and appar-
ently intends to include farm and agricultural workers. Therefor,
the New York employer in such fields, having to pay the 3 percent
Federal tax or such other adjusted rate as the provisions of the bill
may finally provide, would not be able to secure any deductions or
credit because he would have paid nothing to the unemployment
fund in New York State. In other words, New York farm em-
ployers would be required to pay contributions but their employees
would not be eligible to benefits.

We feel that at least at the inauguration of the unemployment
insurance plan that farm labor should be exempted because to bring
this class under the law would add too greatly to the administration
difficulties and expenses causing an undue drain upon the unemploy-
ment fund.

Proposed amendment: At page 44, line 23, after word "Congress"
and before period insert: "or employment as a farm laborer."

Very informally, I might say that we do not think as an administra-
tive expedient it is wise to include farm employees and we feel that it
Would be very difficult to pass the bill in New York State were farm
labor included.

9. EXCLUSION OF HIGH-SALARIED WHITE COLLAR WORKERS

Those I represent believe that the Senate bill by not providing any
exemption for the exclusion of nonmanual workers who receive more
than say $2,500 annually, will require the States enacting unemploy-
ment insurance legislation to administer a cumbersome law. Such
high-salaried persons as bank and insurance company presidents are
not considered to need the protection afforded by the New York
State bill.

Proposed amendment: At page 47, line 15 after word "thereunder"
and before period insert: "but shall not include any person employed
at other than manual labor when such nonmanual worker is paid at a
rate of wage or salary of more than $2,500 a year or more than $50
a week."

The CRAIRMAN. What is your limit in New York?
Mr. ANDREWS. For nonmanual workers, $2,500. For manual

workers, no limit.
Senator CONNALLY. Do you tax them?
Mr. ANDREWS. We only tax the pay rolls of those who would be

entitled to benefit.
Senator CONNALLY. Why should not the president of a comapny

drawing a big salary pay a tax toward unemployment on his salary
even though he does not draw any benefit himself? It is a part of
industry?

Mr. NDREWS. Well,-I think if we ever have any merit rating, we
will have to annul the very direct relationship between the income
from pay rolls of employees whd have received benefits and who may
receive benefits. I think it would be very hard from any sort of
actuarial standpoint to tie in your relationship between the unem-
ployed and the employed, and the income from your pay rolls to take
care of these unemployed.

Senator CONNALLY. It would be just so much velvet above the
resent plan. I think if industry is going to be taxed, I think every-
ody that daws a salary from the concern, whether he be the presi-
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dent or the doorkeeper, ought to pay. The whole theory is that in-
dustry is going to bear its burden. If you come along here and exempt
a man drawing $25,000 a year salary from it, and tax the fellow draw-
ing15 a week, it seems to me it is an unjust shifting of the burden.

'Ir. ANDREWS. I think that opens a very interesting point.
Senator CONNALLY. What.is your reaction to it?
Mr. ANDREWS. I think there is a lot in what you say, sir. We

are working out in New York State-we have decided that if we
havq 3 percent on 2,300,000 workers within 2 years, we can start
paying $15 benefits for 15- or 16-week period, butif you are going to
get everybody in New York State from Wall Street operators down,
you can probably cut that 3 percent down.

Senator CONNALLY. All of these funds are going to run behind what
you figure they are going to run actuarilly, experts to the contrary
notwithstanding, but the point I make is this, that this is not getting
back something that you paid in entirely, because the man who never
loses his job and continues in employment has to pay his tax and he
will never get it back, that is true, isn't it?

Mr. ANDREWS. Yes.
Senator CONNALLY. You are taxing him on the theory that the

industry in which he is engaged ought to bear the hazard of the man
who does lose his job. Now, why should not the president of the
company contribute something to take care of the hazards of the
people who lose their jobs, as well as the man who works with his
hands?

Mr. ANDREWS. Because after all, he would be the man who would
have to contribute I suppose to charity and so forth.

Senator CONNALLY. I know, but other people contribute to charity
too.

Mr. ANDREWS. If this works out the way we think it will, we won't
have to depend so much upon charity, and therefore if we set up a
sound reserve those people who now contribute to community chests
of course will te relieved from such contributions.

The CHAIRMAN. The committee was told that the advisory commit-
tee unanimously agreed that there ought to be a limitation of this
provision.

Mr. ANDREWS. We were thinking of it more from the administra-
tive end.

The CHAIRMAN. That is a question which the committee will have
to decide. Proceed, please.

Mr. ANDREWS (continuing):

10. ASSURING COLLECTION OF CONTRIBUTIONS WHEN EMPLOYERS
BECOME INSOLVENT

Based on our experience in the administration of the workmen's
compensation law and the difficulties of collecting payments due
under awards under such law from insolvent employers and insurance
companies, it is necessary to afford to the State in collecting any
amounts due for contributions under unemployment insurance, plans
a preferential status over other and general creditors. Accordingly
an amendment to the Federal Bankruptcy Act is recommended to
provide a definite priority status in insolvency proceedings for
amounts of contribution due from employers covered by any, State
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act to any State unemployment fund when such amounts are unpaid
and owing to such State unemployment fund at the time of such
bankruptcy or insolvency.

Although unemployment insurance does not provide a panacea,
any bill should establish minimal standards and in our opinion noth-
ing less should be encouraged by the Federal Government which has
proposed a program of social security to the workers of the country.
We recommend that minimum standards similar to those in the
proposed New York State bill be incorporated in the Wagner bill
as an additional condition to granting employers credit for contribu-
tions made under State laws and in order to avoid confusion, conflict,
and the evasion of responsibility by the States in moving toward the
goal of social security. Prompt action is urged in order to permit the
enactment of suitable laws by States whose legislatures are soon toadjourn.Senator BLACK. I would like to ask you just one question. There
is a provision in this bill which was based on the theory that you can
work out a system whereby an employer who stabilizes employment
could get certain exemptions. Do you believe it is possible for that
to be done fairly without having a constant pressure of lobbyists on
both legislatures and on bureaus to try to get certain exemptions?

Mr. A NDREWS. As I stated before, Senator, we say that at the end
of the 3 years, the industrial commission shall make a report to the
legislature as to whether such a thing would be feasible.

Senator BLACK. No; what I am getting at is this: Do you believe
that from your experience that would give rise to a constant pressure
on the part of certain employers on both the legislatures and bureaus
to get exemption from part of those taxes? Isn't that human nature?

Mr. ANDREWS. Oh, yes; there is no doubt about that.
Senator BLACK. Anywhere there is a loophole left for exemption,

some will get it.
Mr. ANDREWS. That is true of all of our labor laws.
The CHAIRMAN. Thank you very much. Mrs. Mary T. Banner-

man.

STATEMENT OF MRS. MARY T. BANNERMAN, CHAIRMAN COM-
MITTEE ON LEGISLATION, CONGRESS OF PARENTS AND
TEACHERS, WASHINGTON, D. C.

Mrs. BANNERMAN. The National Congress of Parents and Teachers
is an organization of a million and a half members with organized
branches in every State except Nevada, and in the Territory of
Hawaii, and the District of Columbia.

It was organized in 1897-
1. To promote child welfare in home, school, church, and commu-

nity; to raise the standards of home life; to secure adequate laws for
the care and protection of children. l

2. To bring into closer relation the home and the school that parents
and teachers may cooperate intelligently in the training of the child
and to develop between educators and the general public such united
efforts as will secure for every child the highest advantages in physical,
mental, and spiritual education.

This explains why we have not discussed or taken action on old-age
pensions, and unemployment insurance, as they of course, do not deal
directly witif the welfare of children.
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Regarding title 11, "Appropriations for aid to dependent children",
as far back as 1911 State branches of the National Congress of Parents
and Teachers were interested in legislation providing assistance to
mothers of children of tender years who were without means of normal
support. Throughout the intervening years resolutions favoring such
legislation have been repeatedly adopted at the annual conventions
of State branches of the National Congress of Parents and Teachers.
At the 1934 convention in Des Moines, mothers' pensions were
recomnvended as a means of safeguarding the child. In none of our
resolutions do we find that mothers' pensions as a Federal project
have been considered. We are aware, however, that during the
economic depression some States have become so impoverishe that
Federal assistance of this type seems desirable. We are thoroughly
committed to local control and responsibility for child welfare. How-
ever, if a method of administration whereby such local control and
responsibility may be retained and needs be more adequately met
through the use of Federal funds, States desiring this aid, we believe
should be permitted to avail themselves of the opportunity offered
through this or similar legislation.

Regarding title VII, section 701, "Maternal and child health."
since the organization of the National Congress of Parents and
Teachers in 1897, State branches have taken a vital interest in
extending and strengthening provision for the health of mothers and
children. The maternity. and infancy bill enacted in 1921 was
actively supported by this organization. Our national legislative
program has carried each year since the expiration of the Sheppard-
Towner Act provision for this type of cooperation between the
States and the Federal Government. Statistics indicate that stimu-
lation and promotion of more efficient services in this field through
voluntary cooperation are important.

Section 702 "Care of crippled children." Provision for the care
and education of crippled cuildren has always been regarded by the
National Congress of Parents and Teachers as one phase of work
considered under the broader term "exceptional children." As so
considered the following resolution was adopted at the annual con-
vention held at Hot Springs, Ark., May 1931:

We urge the United States Office of Education to make a survey of all excep-
tional children in order to gain a more complete knowledge of their needs, and
to provide adequately for their care and education.

Many State school systems are doing highly commendable and
effective work in caring physically for crippled children and at the
same time providing an educational program designed to equip them
as self-sustaining citizens. If this work is to be undertaken by the
Federal Government, we believe that it should be'coordinated with
educational agencies now operating in this field as to aid rather than
impair the fine work already being done. Provision for coordination
of health and educational agencies is imperative in providing ade-
quate y for the needs of crippled children.

If 'care of crippled children" is to be undertaken as a Federal
project, definite provision, we believe, should be made in this bill not
alone for their physical care by the Children's Bureau or State public-
health agencies, but also for their education by regularly constituted
educational authorities. The Federal agency having responsibility
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for the education of these children should be the United States Office
of Education and State plans for education developed to correlate
with Federal plans should be prepared by State departments of public
instruction and should be submitted to the United States Office of
Education. It appears quite illogical to submit plans for the educa-
tion of children to any agency other than one whose personnel has
been trained for this particular task.

Section 703, Aid to Child Welfare Services; section 704, Participa-
tion by Children's Bureau.

The National Congress of Parents and Teachers regards a child-
welfare division in State departments of public welfare as important
in carrying out an effective child-welfare program within the States.
Plans for the education of these children should be developed by
regularly constituted educational agencies just as are welfare plans
by welf-ire agencies. State plans for education should be developed
by State departments of public instruction and submitted for approval
to the United States Office of Education.

Regarding title VIII, "Appropriations for public health", rural
sanitation is a project'which the National Congress of Parents and
Teachers has supported for many years. The drastic curtailinent of
funds for this work during the past 2 or 3 years has greatly impaired
the health work done by State congresses of parents and teachers.
The enactment of title VIII of this bill would make possible the train-
ing of personnel and setting up of an organization and program for a
period of time long-enough to demonstrate its value and thus induce
tate departments of health to make it a part of their permanent
pror am.ThO CHAIRMAN. Thank you.

The committee will meet again tomorrow morning at 10 a. M.
(Whereupon, at 12 o'clock noon an adjournment was taken unlil

Tuesday, Feb. 12, 1935.)
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TUESDAY, FEBRUARY 12, 1935

UNITED STATES SENATE,
CoMMIrrEE ON FINANCE

Wa sington, b. 0.
The committee met pursuant to adjournment at 10 a. m., in the

Finance Committee room, Senate Office Buiding, Senator Pat
Harrison, chairman presiding.

The CHAIRMAN. i am placing in the record some statistics con-
cerning the extent and amount of insurance in certain particular fields,
submitted by Dr. Edwin E. Witte, of the Committee on Economie
Security.

The following figures are for eight large group-Insurance-writing companies
estimated as of Detember 31, 1934:

GROUP ANNUITIES (APPROXIMATELY 98 PERCENT)

Number of master contracts --------------------------------- 325
Number of active employees covered ------------------------- 290,000
Amount of annual income payments at maturity ------------ $150, 000,000
Amount of premium income for the year 1934 ------------- $40, 000, O0O

GROUP ACCIDENT AND HEALTH INSURANCE (APPROXIMATELY 60 PERCENT)

Number of master contracts ---------------------------------- 5,000
Number of employees covered ------------------------------ , 600, 000
Amount of weekly indemnity ------------------------------ $18, 90, 000
Amount of premium income for the year 1934 --------------- $19, 000o000

GROUP ACCIDENTAL DEATH AND DISMEMBERMENT INSURANCE (APPROXIMATELY
83 PERCENT)

Number of master contracts ------------------------------- 2, 500
Number of employees covered ----------------------------- 800,000
Volume In force ---------------------------------------- $, 200, 000,000
Amount of premium income for the year 1934 --------------- $2, 500, 00O

INDIVIDUAL ANNUITIES (APPROXIMATELY 06 PERCENT) FOR 25 LEADING INSURANCE
COMPANIES ESTIMATED AS OF DEC. $I, 1934

Number of contracts ---------------------------------------- 00, 000
Amount of annual income at maturity ----------------------- $250,000,000
Premium income for the year 1934 -------------------------- $300, 000,000

Source: Letter dated February 9, 1935 from Mr. N. E. Iforlick, director
group annuities Equitable Life Assurance Society of the United States, addressed
to Dr. E. E. %itte, Executive director Committee on Economic Security.

The CHAIRMAN. The committee will come to order. The first wit-
ness is Robert B. Irwin.
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STATEMENT OF ROBERT B. IRWIN, NEW YORK CITY, EXECUTIVE
DIRECTOR OF THE AMERICAN FOUNDATION FOR THE BLIND

Mr. IRWIN. I am an executive officer of the American Foundation
for the Blind which is carrying on work for the blind throughout the
entire country. Part of our task is to awist t different States in
organizing agencies for the blind where they are needed, and to help
the established organizations to improve their work.

There are a number of features in this bill that appeal especially
to us that are interested in the blind. There are three suggestions
that we would like to make of changes in the bill. One is m regard
to the benefits extended to the aged people. We.would like to sug-
gest that blind people 50 years of age be entitled to the benefits
extended to the seeing people of 65. That is a provision that has
worked out very satisfactory in the British old-age pension, and
experience has shown that for the most part a blind person of 50
years of age, especially if he loses his sight around that'period, is
about as much handicapped economically as a. seeing person of 65.
• A further suggestion has to do with the definition Qf crippled

children. I think that is in section 702. We would like to see the
definition of crippled children so interpreted as to include children
with a serious defective vision. Blindness or seriously impaired
vision is perhaps as great a physical handicap as most other forms of
crippled condition, and we feel that that should logically be included
among the crippled children.

The prevention work for children with impaired vision is perhaps
as satisfactory in its results as the prevention and curative work done
for almost any other work of physically handicapped children.

The third provision which we would like to suggest has to do with
the establishment of a Federal bureau somewhat similar to that con-
templated for crippled children, but extending the same sort of
Federal encouragement to State work for the blind in general as is
proposed here to extend to crippled children. The proposal is con-
cretely that there be set up a department under the Department of
Labor, possibly under the Children's Bureau itself a department which
would extend aid to States in getting work for the blind established.
We believe that $1,600,000 should be appropriated for that purpose
and be used in matching State money for constructive work with the
blind throughout the country.

I might say that it is part of the responsibility of the American
Foundation for the Blind to assist different States in getting State
commissions or State departments for the blind established, and we
have found it extremely difficult to get departments established at all,
and when we have, the appropriations have been entirely inadequate
to carry on the work in these new States. We have been responsible
for establishing commissions for the blind under the State governments
of Florida, Alabama, Mississippi, Iowa, and Texas, bxit the appro-
priations under those commissions are quite inadequate. I have
prepared to have submitted to your committee a map showing where
the work for the blind is carried on in this country under State and
private support.

We figure that it costs us about $25 per capita of the blind popula-
tion per year to carry on adequate constructive work for the blind.
There are only a few States in the northeasterly part of the United

726



RcONOMo SECURITY AO' 727

States that are appropriating this amount. There are 10 States in
this country that are appropriating nothing toward the care of the
blind 13 that are appropriating less than $s5 per capita of their blind
popuationi and we feel that adequate service to the blind will not
come into the country for generations, unless some form of Federal
cooperation is made possible.

Senator GEORO9 (acting chairman). Have you submitted formal
suggestions covering the three points you have referred to?

Mr. IRWIN. Yes; I have that written.
Senator GORGIE. If you have that and desire to give it to the

reporter, it will be included at this point in the record so that the
committee will have the advantage of your suggestions.

Mr. IRWIN. I will submit the following proposed amendment:

PROPOSED AMENDMENTS TO S. 1130

OLD AOE ASSISTANCE

Title 1, section 3, to be amended to read as follows:
Szc. 3. As used in this title, "old-age assistance" shall mean financial assistance

assuring a reasonable subsistence compatible with decency and health to persons
not less than sixth-five years of age who, at the time of receiving such financial
assistance are not inmates of public or other charitable institutions: Proaded,
That in dhe case of a person so blind as to be unable to perform any work for
which eyesight Is essential, and so certified by a regular practicing physician
skilled In diseases of the eye, the provisions of this act shallapply to such blind
person at the age of fifty years.

CARE OF CRIPPLED CHILDREN (TITLE VII, SEC. 702)

After the words "crippled children" wherever they occur (subsection (a),
lines 5 and 18, and subsection (b), line 6) the words "including children with
seriously defective vision" to be Inserted.

CARE OF THE BLIND (TITLE IX)

SEC. 901 (a). In order to enable the Federal Government to cooperate with the
State agencies concerned with the amelioration of the condition of the blind and
the prevention of blindness, especially in rural districts, there is hereby appro-
priated for the fiscal year ending June 30, 1936, from funds in the Treasury not
otherwise appropriated, the sum of $1,500,000, and there is hereby authorized to
be appropriated $1,500,000 for each fiscal year thereafter. From these amounts
so much, not to exceed 5 per centum as the Secretary of Labor shall find to be
necessary for administering the provislorns of this section and for Investigations
and reports related thereto, shall be deducted annually for this puipoes, to be
available until expended. The remainder shall be allotted to States for purposes
of locating blind persons and providing facilities for diagnosis and care of their
eye conditions, vocational training, employment, home teaching, and other social
service, and to provide special equipment used in the education and employment
of the blind: Prodded, That no portion of such moneys shall be expended for
direct relief, or paid to a blind person, except as compensation for services ren-
dered or as a maintenance subsidy during a period of vocational training; nor shall
any portion be paid to any educational Institution for the instruction or mainte-
nance of any person under the age of twenty-one, except for persons who are both
blind and deaf. For each fiscal year from the appropriations herein authorized,

(1) The Secretary of Labor shall apportion $1,000,000 among the States,
allotting $10,000 to each State, and the remainder to States in proportion
to the number of certified blind persons registered in each State: Proeided,
That no allotment made to a State under this paragraph shall exceed the sumr
of the amount made available by the State for the purposes of this section
and the amount apportioned to it under paragraph (2) of this subsection.

(2) The Secretary of Labor shall apportion the remainder among States
unable, because of severe economic distress, to match in full the amounts
allotted under paragraph (1) for their use in matching such sums or for
special depionstrations of methods of welfare work for the blind.
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(b) The sums provided under paragraph (2) of subsection (a) shall be available
for expenditure until the eldse of the succeeding fiscal year. So much of the
amount apportioned under paragraph (1) of subsection (a) to any State for any
fiscal year as remains unpaid to such State at the close thereof, shall be available
until the close of the succeeding fiscal year for expenditures In that State under
the conditions prescribed in such paragraph (1) or, if not requested by the State
agency for the welfare of the blind, for allocation to States as provided in suchparagraph (2).

(e) In order to receive the benefits of this section a State must, through a
State agency concerned with the amelioration of the condition of the blind or, if
there be none or more than one such agency, through a State agency designated
by the legislature or provisionally designated by the Governor if the legislature
be not In session, to cooperate with the Department of Labor under the provisions
of this section, submit to the Department of Labor a detailed plan for effectuating
the purposes of this section within such State, information concerning the number
of certified blind persons resident in the State, and information concerning the
amounts made available by the State for the purposes of this section which
should at least equal the amounts made available for similar purposes during
the fiscal year next preceding the passage of this Act, unless special circumstances
can be shown; and, if an allocation under paragraph (2) of subsection (a) of this
section is requested, the conditions leading to such request. A State plan must
include reasonable provision for State administration, adequate facilities for lo-
eating and certifying blind persons, adequate medical care of the eyes, reasonable
provision for vocational training, employment, and home instruction of the blind,
and cooperation with medical, heath and welfare groups and organizations.
When the Secretary of Labor deems a State plan and the administration thereof
to be in reasonable conformity with the provisions of this section, he shall approve
the same and send due notice of such approval to the State agency concerned.

(d) For t le purposes of this section, a bind person shall be defined to mean
one whose vision is insufficient for the ord iary activities of life for which eye-
sight is essential, such insufficiency of visin to be determined by examinationby a regular practicing physician, skilled in diseases of the eye; provided thatsuch exam'h~iig physician shall certify in writing the diagnosis, prognosis, andvisual acuity of the person examined and shall state whether in hs opinion suchperson Is blnd within the meaning ot this Act and whether there is any likelihood

that his vision could be restored or Improved by proper treatment, operation, or
adjustment of glasses.

PARTICIPATION BY DEPARTMENT OF LABOR

SEe. 902. (a) Out of the amounts authorized in this title the Secretary of
Labor is authorized to employ sich experts, assistants, clerks, and other persons
in the District of Columbia and elsewhere, to be taken from the eligible lists of
the Civil Service Commission, and to purchase such supplies, material, equip-
ment, office fixtures, and apparatus, and to incur such travel and other expenses
as it may deem necessary for carrying out the purposes of this title. It shall be
the duty of the Secretary of Labor to make or cause to be made such studies,
investigations, and reports as will promote the efficient administration of this
title.

(b) Within thirty days after an aLppropriation has been made under the au-
thority of this title, the Secretary of Labor shall make the apportionment on
the basis of certified registered blind persons as provided herein, shall certify
to the Secretary of the Treasury and to the treasurers of the several States the
amounts apportioned for the purposes specified, and shall certify to the Secre-
tary of the Treasury the amounts estimated by the Secretary of Labor to be
necessary for administering the provisions of this title.

(o) Within sixty days after any appropriation authorized by this title has
been made, and &: often thereafter while such appropriation remains unexpended
as changed conditions may warrant, the Secreary pof Labor shall ascertain and
certify to the Secretary of the Treasury and the Treasurer of the United States
the amounts to which each State Is entitled under the provisions of this title,
in accordance with plans submitted by the States and approved by the Secretary
of Labor. Such certificate shall show that the State has complied with all require-
ments of the pertinent sections of the title. When in conformity with the pro-
visions of the title such certificate until revoked as provided In subsection (d)
hereof, shall be sufficient authority to the Treasurer to make payment to the State
In accordance therewith.
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(d .Each State .ency eooperting with the Department of Labor under the
provisons of this tile shal make such reports concerning its operations and
expenditures as shall be prescribed or requested by the Department. The
Department, after due notice in writing, setting forth the reasons therefor, may
revoke any existing certificate provided for in subsection (o) whenever it shall
determine that any State agency has not properly expended or supervised the
expenditure of moneys paid to It for the purposes and in accordance with the
provisions of this title.

(e) The Secretary of Labor shall perform or cause to be performed under his
supervision the duties required for the carrying out of the provisions of this title
and shall Include in his annual report to Congress a full account of the adminis-
tration of this title and expenditures of the moneys herein authorized.

(f) As used In this title, the term "State" shall include Alaska, Hawaii, Puerto
Rico and the District of Columbia.

[NTz.-In case the duties prescribed under this title can be assigned to the
Children's Bureau, we suggest renumbering sec. 901 under title VII and omitting
sec. 902.1

I would like to take just a minute to have Miss McKee of our staff
show you the map which we have prepared, just to give you a graphic
indication of what is being done for the blind constructively through
out the country. This does not cover relief work. This work that is
shown on this map is constructive work for finding employment for
those who lose their sight in adult life.

SUPPLEMENTARY STATEMENT SUBMITTED By ROBERT B. IRWIN, EXECUTIVE
DIRECTOR, AMERICAN FOUNDATION FOR THE BLIND, INC., NEW YORK, N. Y.

SUOOESTED AMENDMENTS TO 5. 1130 TO EXTEND ITS BENEFITS TO INCLUDE BLIND
PEOPLE

The American Foundation for the Blind, which Is a national organization
carrying on work in behalf of the blind In the United States, is especially interested
in the general principles underlying Senate bill 1130. We have appeared here
today to suggest certain modifications In this bill In order to extend its benefits
to the blind as well as to the crippled and aged. There are three proposals which
I would like to bring to your consideration:

1. I would like to suggest that a clause be inserted In title 1, section 3, providing
that a blind person receive the old-age benefits beginning at age 50 instead of at
age 65. Experience in both the United States and Great Britain has shown that
owing to their tremendous handicap, most blind men of 0 years of age are quite
as much disadvantaged economically as are seeing men of 65. I would suggest,
therefore, that we adopt the plan followed In the British old.age pension, namely,
that of extending to blind people of 50 years of age, the benefits conferred upon
seeing people at the age of 65. This would not greatly add to the financial
burden of the law, but would be an act of far-reaching mercy to a considerable
number of blind people in this country for whom it is extremely difficult to find
ways of earning their living after they have passed the fiftieth year.

2. We would like to propose that the phrase "crippled children" in section 702
be interpreted to include children who are crippled by reason of serious Impair-
ment of vision. I believe that the logic of this Is apparent. There are few forms
of disability more handicapping than that of blindness. One of the most en-
couraging aspects of the situation, however, is the fact that a very large percentage
need not be blind if adequate care is provided at the proper time. Probably
prevention methods are more effective in this group than in any other group of
physically handicapped children. I hope, therefore, that the committee will find
i possible to rewor section 702 so as to insure that children with a serious defect

of vision will not be excluded from the benefits of the law.
3. I would most urgently commend to your serious consideration the insertion

of a new title, perhaps as title 9. This proposal is that arrangements be made
for Federal cooperation in organizing and developing work for the blind through-
out the country, especially n the States having a very large rural population.

Contrary to common impression the blind people have been very much neg-
lected in many parts of this country. Adequate provision has been made for
the education of blind children in every State but constructive work for adult
blind people is entirely absent In 10 States and is almost negligible in 13 others.
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A constructive program for the blind includes medleal care for the eyes, if
sight can be restored or improved, vocational guidance and training, placement,
sheltered employment, home instruction in Braille (the embossed type used by
the blind) soca service, and care of blind children of pie-school age. It is
estimated that an adequate program of this sort requires an average annual
expenditure of $25 per year.

Aside from humanitarian reasons, such a program Is in the long run an economy,
for it will result in restoration of sight to hundreds of blind persons, with con.
sequent restoration to economic independence, and will also enable thousands of
others to become wholly or partially self-supporting and relieve the community
of the burden pf their depen ency.

This map shows expenditures in 1934 for work for the blind, both publicly
and privately supported, exclusive of education of the young blind and relief
from public funds.

The six States shown in black spent in 1934 more than $25 per blind person.
Massachusetts heads the list with an expenditure of about $70 per blind person.

'ho 19 States in the dark shading spent from $5 to $25 per blind person in
1934. The 13 States shown in light shading spent less than $5 per blind person,
an amount obviously inadequate for a constructive program; and the 10 States
shown In white spent nothing at all for the economlo rehabilitation and social
adjustment of their blind people.

We are suggesting that under the Department of Labor-possibly under the
Children's Bureau itself-there be created a Department for the Blind which will
cooperate in establishing State work for the blind In every Commonwealth of the
country. We are suggesting that $1,500,000 be appropriated annually to be
used in" matching sums appropriated by the States for the conduct of well organized
and well conceived State agencies for the blind.

After 12 years' experience In helping to organize work for the blind in all parts
of the country we at the American Foundation for the Blind have reached the
conclusion that unless Federal aid can be secured for these States their blind
citizens will be left In darkness and Idleness for generations.

Gentlemen, I hope you will help us to eliminate those broad expanses of white
on the map which indicate a shameful neglect of the blind.
EXPENDITURES FOR WORK FOR THE BLIND FRoM PUBLIC AD PRIVATE FUNDS,

BY STATES, 1934

(Excluding relief from public funds and education of the young blind)

Mor than $ per Uihd peraon.-Connecticut, Delaware, Massachusetts,
Missouri, New Hampshire, New York.

From $5 to $25 per blind person.-California, Colorado, Illinois, Indiana,
Kentucky, Louisiana, Maine, Maryland, Michigan, New Jersey, Ohio, Pennsyl-
vania, Oregon, Rhode Island, Utah Vermont Virginia, Wisconsin, Wyoming.

Less than 05 per Ubnd person.-Alabama, 'lorida Iowa, Kansas, Minnesota,
Mississippi, North Carolina, Oklahoma, South darolina, Tennessee, Texas,
Washington, West Virginia.

No expenditure.-Arizona, Arkansas, Georgia, Idaho, Montana, Nebraska,
Nevada, New Mexico, North Dakota, South Dakota.

Senator GEORGE. The map may be left with the secretary of the
committee. I do not know that it can be incorporated in the record,
because there is some difficulty about incorporating these maps in
the record, but we will have it for reference.

I understand you have another witness who you wish heard at this
time?

Mr. IRWIN. Yes; if he can be heard, Mr. Lewis H. Carris.

STATEMENT OF LEWIS H. CARP.IS, MANAGING DIRECTOR, NA-
TIONAL SOCIETY FOR THE PREVENTION OF BLINDNESS, INC.

Mr. CARRIS. I shall be very brief, Mr. Chairman. The National
Society for the Prevention of Blindness approve the suggestions
which Mr. Irwin has made. We of course are particularly Interested
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in the prevention of blindness. We are concerned with the amend-
ment of section 702 (a) to the end that the term "crippled children"'
shall be construed to mean, or the words shall be added including
children with seriously defective vision. That would enable the
States to do the work for those who are partially blind, which would
be very helpful in alleviating the condition of those children. That
I shall leave as a suggestion for an amendment to section 702 (a).

The other is the amendment to the economic security act which
will provide aid for the blind and which has been proposed by Mr.
Irwin and his associates, which is acceptable to those interested in the
prevention of blindness since the Feeral grant carries the provision
that these funds may be used whenever sight may be restored by
medical or surgical services.

I should like to file a suggested amendment to section 702 (a) of the
economic security bill as follows:

The National Society for the Prevention of Blndness has always been con-
cerned with that group of children having seriously defective vision from two
points of view:

(1) That these children, who are not blind, but have too little sight to be
educated in regular school classes, shall secure an education which shall fit them
for life.

(2) That the eye condition of such children shall be helped whenever possible

by medical or surgical attention to the end that they many not finally becomeblnd.

The child with seriously defective vision deserves help equally with the childseriously crippled from any cause. Section 702 (a) of title VI I of the economic

security biil provides for Federal aid to cooperating States for crippled children.We pray that this bill may, be amended by adding the words "including children
with seriously defective vision", wherever the words "crippled children', apea
in section 702 (a) of the economic security bill.Senator GEORGE. The committee may be able to take the testi-
iony of the other witnesses that you have before we conclude the

morning hearing, although there are a number of witnesses and it
looks rather doubtful. We will try if possible to do so.Mr. CARRIS. The president of the American Association of Workers
for the Blind and also the president of the Association of StateExecutives are the State com missions for the blinndci would like to
sayJUSt a few words if they may have the opportunity.

Sator GEORGE. We Will try to have them heard this morning.
I am not~certain.. I am sorry that we cannot work it into the hearingsconecutively so that it all appears in one part of the record. Thankyou veY much.The HAIrMA. The next witness is John W. Studebaker, Comi-
missioner of Educaton, Interior Department.

STATEMENT OF DR. JOHN W. STUDEBARKEI COMMISSIONER OFEDUo ATION, INTERIOR DEPARTMeNT, WASHINGTON, D. .
Mr. STUDEBAKER. I can pursue either i of 2 coureesat ir. Chairman,

and I shall be glad to leave it with you to decide which of the two
I should follow. I can expedite the hearings by providing withoutreading two statements which if I should read would require perhaps10 minutes. I can make therefore a few preliminary explanations
and then file these two statements if you should prefer that procedure,or Ilcan read the two statements if you should care to discuss them
with me.

11550T-3--.---4T
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The CHAIRMAN. The committee will leave that with you. You
may file the statements for the record. Of course the full committee
is not here this morning, as you see, but if you wish to insert them
in the record, you can make a preliminary statement regarding them
and put them'in the record.

Mr. STUDEBAKER. Perhaps that would save your time.
My purpose in general is to present some suggestions which will

preserve all of the purposes of sections 702 and 703 of title 7 of the
bill as I understand the broad purposes to be (namely, to provide for
the medical and physical care of certain types of children and certain
aspects of "child welfare work", so called), and which will at the same
time clarify the phrasing used in the measure so that it is clear that
under the auspices of the Children's Bureau the work done for children
would be confined to medical and physical care and so-called "general
welfare" among defective and delinquent children.

Senator COUZENS. Are you only going to discuss the children's
phase of it?

Mr. STUDEBAKER. That is right. Then in addition to presenting
the suggestions which I think will clarify the ambiguity in those two
sections, some of which result from the use of such a phrase as "and
other services", I am suggesting for your consideration the provision
of educational services, stated specifically as such, in order that, if such
security is provided for the children as may be given to them first by
physical rehabilitation and second by education, we shall have carried
the process to the point where that kind of self-reliance is given to
children which really enables them to feel some degree of security in
the world.

Senator COuzENS. Is it not a fact that many of the States are giving
these crippled children an education?

Mr. STUDEBAKER. One of the statements, Senator, which I shall
file will provide some facts on that. Our records show that only 16
States up to 1931 had provided legislative authorization for the educa-
tion of crippled children, while only 19 had provided legIlative
authorization for education of blind or partially seeing children in
local school systems. As against the 16 States which have provided
legislative authorization for the education of crippled children, only
12 among the 16 were providing financial assistance to the local
communities in support of education of crippled children.
I show in the facts which I am filing that while there may be approxi-

mately 300,000 crippled children alone, using "crippled " in the sense of
abnormalities of muscles and bones, not of hearts and eyes, and so
forth-of 300,000 crippled children, perhaps 100,000 need special
school facilities, and only about 17,000 have them.

I am convinced, for one after having a good deal of personal experi-
ence with this problem, that it is of such a highly specialized nature
that the States need stimulation by the Federal Government in order
to enact legislation that will wipe out the tariff barriers of boundary
lines among the school districts and let these children move freely
over the State to find those locations which local communities will
eventually provide in which they can be given a fair chance. Wherev-
cr progressive legislation in behalf of physically handicapped children
has been provided, that basic principle is involved, that is the State
steps into the picture to make up to the local communities all or a
large part of the difference between the cost in that local community

732
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of educating the physically handicapped child and the cost of educating
the so-called "normal child." That takes the burden off the local
communities of doing what is really a State problem.

The question I presume that you will have to face is the extent to
which vou will consider this to be a national problem, but I can see
that with a relatively small sum of money judiciously distributed to
the States there would be provided to all of the States such a stimulus
to enact that kind of legislation as to bring about within 4 or 5 years
great progress not only in physical rehabilitation as provided under
sections 702 and 703 with the amendments I have suggested but,
caring the process further, in giving these youngsters a fair chancein education.- .

The CHAIRMAN. Was this proposition presented to the committee
Mr. STUDEBAKER. I should explain that I have been here only a

short time and by the time I arrived the report was concluded, so far
as I know. We were not asked to contribute but I think nobody was
to blame for that.

The CHAIRMAN. Have you presented the matter to the Ways and
Means Committee of the House?

Mr. STUDEBAKER. Yes, and I consulted some members of the
committee on economic security after we discovered these statements.

The CHAIRMAN. What is the amount that you suggest?
Mr. STUDEBAKER. My first suggestion is to clarify certain ambigu-

ous phrases in the bill, with the consequent elimination of any possible
involvement of education from the provisions of sections 702 and 703
of title 7. My second suggestion is to add a new title to the bill
making an annual appropriation of $10,000,000 for educational
provisions for physically handicapped children, to be administered by
the United States Office of Education as the appropriate Federal
agency.

The CHAIRMAN. We will put into the record the suggested amend-
ments.

Mr. STUDEBAKER. Yes, sir. I have these two statements which
I have not taken the time to read.

The CHAIRMAN. They will be incorporated in the record as part
of your testimony.

(The statements referred to are as follows:)

MEMORANDUM REGARDING S. 1130, KNOWN AS TilE "Ecoxoro
SECURITY BILL"

Title 7 Pf the bill includes section 702 on the care of crippled children
and section 703 on aid to child-welfare services. In each of these two
sections it is assumed that the responsibilities involved, which are
assigned to the Children's Bureau in the Department of Labor, relate
only to the physical welfare of children and to those services commonly
known as "child-welfare" services. Yet in several instances the
phraseology is so indefinite and vague that considerable confusion will
arise in the administration of the provisions of the bill, should this
Ehraseology be allowed to remain in the measure. Educational,

ealth, and welfare services are so intimately related that the utmost
caution needs to be observed to obviate duplication and overlapping
of functions among the separate agencies concerned.
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During recent decades, educators have come to recognize that
schoolroom activities dealing with the ordinary subjects of the
curriculum are frequently made less effective if 4ot actually nullified
by what goes on outside the schoolroom. In consequence of this
schools have developed various types of educational programs designed
to serve the needs of crippled delinquent, and otherwise handicapped
children. Such programs include:

(1) Parental schools providing a 24-hour program for children
presenting behavior problems which cannot be satisfactorily adjusted
under existing home conditions.

(2) Schools employing visiting teachers who combine excellent
education with social work techniques and go into the homes to
discover the conditions which tend to prevent children from doing well
in school.

(3) Appropriate school services for the socially maladjusted and the
mentally retarded, in which groups it is assumed that children desig-
nated in the act as those "in danger of becoming delinquent" would
be included.

(4) Schools offering special services for crippled children. Such
schools, for example, as those in Chicago, Detroit, Des Moines, and
many other cities, are not only examples of excellent education but
they illustrate also the appeal which the welfare of these unfortunate
children has to the hearts of the communities in which they live. In
the furtherance of coordinated educational programs, school buildings
have been equipped with modem facilities for such medical, ortho-
pedic and nursing care as crippled children may need throughout the
school day.

(5) Schools developing programs of adult education, especially
parental education in the hope of uniting the intelligent efforts of
parents with the efforts of the teachers in better understanding and
educating the children.

In view of the situation indicated above, it is believed appropriate
steps should be taken to effect two changes in the bill, as follows:
(1) Clarification of certain ambiguous phrases, with the consequent
elimination of any possible involvement of education from the pro-
visions of sections 702 and 703 of title 7; (2) addition of a new title
making an appropriation for educational provisions for physically
handicapped children, to be administered by the appropriate Federal
agency. The following suggestions relating to the details of each of
these changes are hereby submitted for consideration and endorse-
ment:

A. Changes needed to clarify ambiguous phrases and to eliminate
education from involvements of present bill:

1. Section 702 (a) (p. 54, line 4), change the phrase "medical care
and other services for crippled children" to "medical care and other
services for the physical welfare of crippled children."

2. Section 702 (a) (p. 54, lines 16 and 17), change the phrase "fa-
cilities for diagnosis and care, hospitalization, and after care" to
"facilities for medical diagnosis and physical care, hospitalization,
and convalescent care."

3. Section 702 (b) (p. 55, line 5), change the phrase "medical care
and other services for crippled children" to "medical care and other
services for the physical welfare of crippled children."

734
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4. Section 702 (b) (p. 55, lines 16-18), change the phrase "facilities
for locating and diagnosing children * * * and after care" to
"facilities for location and medical diagnosis of crippled children

* • and convalescent care."
5. Section 703 (a) (p. 56, lines 6-8), change the phrase "welfare

services for * * * dependent and neglected children and chil-
dren in danger of becoming deliquent" to "child welfare services
for * * * dependent neglected, and predelinquent or delinquent
children."

B. Suggestions for an additional title to be added to the bill, to
provide for the education of physically handicapped children:

1. In order to enable the Federal Government to cooperate with the State
agencies concerned with the education of physically handicapped children, there
is hereby appropriated for the fiscal year ending Juno 30 1930, from funds in the
Treasury not otherwise appropriated, the sum of $10,006,000, and for each fiscal
year thereafter there is authorized to be appropriated $10,000,000, same to be
allocated to the United States Office of Education in the Department of Interior
to be expended for the education of physically handicapped children as herein-after provided.2. For the . se of this Act physically handicapped children shall include

the crippl the blind and partially seeing, the deaf and hard of hearing, children
having cardlao difficulties, children having tuberculous tendencies, and other
children who are physically handicapped to the degree that they need special
educational facilities.

3. From the amount appropriated, so much, not to exceed 5 per centunh, as
the United States Office of Education shall find to be necessary for administering
the provisions of this section and for investigations and reports related thereto,
shall be deducted annually for these purposes to be available until expended.

4. The remainder shall be allotted to the States on the basis of population, for
providing education and educational facilities for physically handicapped children:
Pro cided, (a) That no allotment under this subsection shall exceed the sum made
available by the State or local community, or both, for purposes of this section.

(b) That in every case the State shall present proof that there is either embodied
in the statutes of the State or otherwise provided a specification designed to assist
local school units in carrying the excess burden of cost involved In the education
of physically handicapped children over and above that required for educating
normal children.

(c) That a State plan be set up for administration of funds and for their equita-
ble distribution regardless of locality, race color or economic status of the children
concerned; for supervision of the work done; for necessary interschool or Inter-
district arrangements; for transportation; and for other provisions essential to the
carrying out of this Act.

(d) That allotments within the State may be made in conformity with popular.
tion distrubition, administrative organization, and other factors conditioning
educational costs

(e) That not more than 25 per centum of the fund allocated to any State shall
be used for residential schools or Institutions for physically handicapped children.
. 5. When the Commissioner of Education deems a State plan and the adminis-
tration thereof to be in reasonable conformity with the provisions of this section,
he shall approve the same and send due notice of such approval to the Secretary
of the Interior and the State agency concerned

FACTS CONCERNING EDUCATIONAL FACILITIES FOR PHYSICALLY
HANDICAPPED CHILDREN, SUBMITTED BY JOHN V. STUDEBAKER,
U. S. COMMISSIONER OF EDUCATION

A. Figures showing approximate incidence of physically handi-
capped children needing special educational care, and approximate
number now enrolled in special schools and classes of either day school
or residential type.
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Figures based on findings of White House Conference of 1930 and
Biennial Survey of the Office of Education. They are estimates
only, since no adequate census has ever been made. A comparison
of these figures (incidence with enrollment) shows the tremendous
need for increased educational facilities for physically handicapped
children who need special services.

B. Approximate average per pupil cost of educating certain groups
of physically handicapped children in special day classes (exclusive of
cost of buildings or permanent equipment):
Crippled --------------------------------------------------------- $200
Plind .......................................................... ._ 375
Partially seeing ------------------------------------------------- 200
Dead ---------------------------------------------------------- 350
Tuberciflous, pretul"trculous, cardic------------------------------ 125

Figures taken from Biennial Survey of Office of Education. They
show the great need for special assistance to local communities in
meeting the excess cost of educating physically handicapped children
over and above the cost of educating normal children.

C. Number of States giving legislative authorization and special
financial aid for special education of certain types of physically handi-
capped children in local school districts.

Number ot States

Leglhlative Specih! finan-
autbtization aidl ald

Cripp led ................................................................ 16 12
Biin c pari.ly seeing ................................................ 19 12
Dealor hard of hearin,--------------------------------------.. 19 14
Tubncu!osL-. pretubercui;;sls cardic--c ................................ 12 4

Figures taken from study published by Office of Education in 1931;
they show the need of Federal aid to promote and develop the educa-
tional program in the States for physically handicapped children.

EXAMPLES OF PROGRESSIVE STATE LEGISLATION AFFECTING EDUCATION OF
PHYSICALLY HANDICAPPED CHILDREN, SUBMITTED BY JOHN W. STUDEBAKER,
UNITED STATES COMMISSIONER or EDUCATtc'

Maryland.-And w.zvrever the city of Baltimore or any of the counties of
the State shall inaugurate a special program of instruction under standards,
rules, and regulations, of the State board of education to meet the needs of any
child whose handicap is physical only and whose needs are not met by ordinary
school facilities. the city or counties so providing the same shall be entitled to
receive, toward the cost of teachers, special equipment, nursing, therapeutic
treatment, and transportation, an amount not to 6eeod $200 per child, to be paid
by the State of Maryland out of a special fund to be appropriated for such ur-
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posein the State public-school budget. The State superintendent of schools
shall ascertain the respective amounts the city of Baltimore and the counties
shall be so entitled to receive from the State under this section, and when such
amounts are so ascertained the State superintendent of schools shall certify the
same to the State comptroller.

Wi8onin.-In excess of $70 per child * * * the amount apportioned to
any board shall not be in excess of the following * * *: (a) For each pupilresiding in the district and attending * * * such day school or
* * * class for the deaf or blind, $250; for children physically disabled, $300;
(b) for each pupil residing outside the district, but within the State, who attends

* * such day school or class * * * $400- for children physicaly
disabled $450 (Transportation for the physically disabled is also furnished.)
(Laws of Wisconsin, 1927, ch. 488.)

California.-The average daily attendance of physically handicapped pupils
shall be Included in the total average daily attendance of the district for pur-
poses of the usual State and county apportionments on average daily attendance
and teacher units. In addition to the above apportionments the State and
county will reimburse the district for the amount of the excess cost of educating
physically handicapped children when the cost is more than the average cost of
educating a normal child in said district. Such reimbursement, however, cannot
exceed $100 each from the State and the county for each unit of average daily
attendance of ph&cally handicapped children. Excess. cost is determined by
computing the difference between regular classes and the average current ex-
penditure for each unit of average daily attendance of physically handicapped
pupils. The district must furnish the buildings and equipment, as items ex-
pended for capital outlays cannot be included in figuring the cost of this special
Instruction. (Abstract of law.)

The CHAIRMAN. The next witness is Francis D. Tyson, Professor
of Economics, University of Pittsburgh.

STATEMENT OF FRANCIS D. TYSON, PROFESSOR OF ECONOMICS,
UNIVERSITY OF PITTSBURGH, PITTSBURGH, PA.

Mr. TYsoN. I may say, gentlemen, that I have been a member of
the State committee on unemployment reserves, and I should like to
address my brief remarks particularly to the unemployment com-
pensation sections of this act.

I would like first of all to pay a tribute as a student to the courage
and wisdom of the President in launching this economic security
program to protect the citizen, as he put it, from the major hazards
and vicissitudes of modern life, through having us devote our attention
this winter to the enactment of social-insurance measures.

Social insurance has been an institution operating practically in
Europe for 50 years, but is relatively unfaniiliar with us; and in
Pennsylvania, as Senator Guffey knows, we have been working for
20 years with these measures. Our first experience began in 1915-16,
with the workmen's compensation commission and the enactment
of our compensation law.

I think, gentlemen, you have brought the issues out of the field of
academic and commission discussion into the field of practical experi-
ment. The omnibus bill as I read it, seems to be quite ingenious and
very constructive from the standpoint of the adoption of a national
program, in general,-in old-age security, and children's assistance
phases. It seems to me the old-age security provisions leave little or
nothing to be desired.

I would, if there is time, just suggest one or two possible minor
adjustments. I should think that rather than have the old-age pen-
sions identified with the Federal Emergency Relief Administration
it might be well if you should consider establishing an independent
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Old-age Pension Commission in line with the established Federal
tradition or at least give it autonomy until a Federal department
of welfare has been set up nationally. Our claim in working for
mother's assistance, with Mrs. Tyson as administrator in Pennsyl-
vania since 1915, and the program of old-age assistance which we
adopted partially at the last session and which the Democratic
administration will now extend makes the claim that we are
establishing the self-respect of tese needy people, and I think it
unfortunate that that emphasis should be lessened by having the
administration identified with the Emergency Relief Administration.

The CHAIRMAbT. Would you make this social board on unemploy-
ment insurance independent of the Department of Labor?

Mr. TYSON. That brings up another issue of course. I was refer-
ring to the initial section with regard to old-age assistance. With
regard to old-age security, I think I favor youx judgment if you
indicate it by your question, that the social insurance board because
of fiscal problems, and think it might be located independently accord-
ing to our Federal tradition establishing the Interstate Commerce
Commiion, the Federal Reserve Board and other commissions.
And I think recently the Aviation Commission was so treated, or I
think it might be in the Treasury rather than the Labor Department
since it involves citizen as well as labor interests.

Senator CAPPER. Do you think this program protects the rights and
privileges of the States to the extent that it should?

Mr. TYsoN. Yes, sir, and rather more than it may to get the best
results. I would like to address myself particularly to that issue.

Senator CAPPER. There is no reason why the States should be
alarmed at anything in this bill.

Mr. TYsoN. Not in the least. They have the very broadest powers.
Under the terms of the unemployment compensation sections, nearly
everything is left to the States. Question has been raised whether
the Federal Government might not legitimately go a little further
in setting minimum standards to avoid lack of uniformity and ex-
treme diversity among the States, which of course would make
things difficult for the worker who travelled from State to State;
and I remind you that the American working population is very
mobile. I would like to recur to that matter in a few moment, ifI
May..t- seems to me that in rather marked contrast to the old-age
security sections of the bill no. 1130, the unemployment compensa-
tion sections are rather confused, involved and in a measure contra-
dictory. On January 25 in his message on conservation of natural
resources, the President said, "only through the growth of thought
and action in terms of national economics can we best serve individual
lives in individual localities." I have a great admiration for the
constructive way in which our national administration has assumed
responsibility for unemployment in this disaster, both with regard to
Mr. Hopkins' F. E. R. A. policy, and in regard to Mr. Ickes' public-
works program. That same assumption of national responsibility
is, I think, assumed in old-age pensions and old-age security and
other specific assistances of your bill, but unfortunately that seems
not to be the case in the very important unemployment compensa-
tion sections, sections 406, 602 andfollowing.



ECONOMIC SEouarrY AOT 739

Of course a good many of us have thought in the past, although I
admit the ingenuity of this bill, that it might be well from the stand-
point of our national tradition to separate the tax feature, the excise
tax in this case, from the payment of Federal funds to the States.
You recall the tradition established in the Smith-Hughes measure for
education and the Smith-Towner Act, and latterly in the Wagner-
Peyser bill in the establishment of Federal employment offices.
Wether that is practical here, I cannot say. But then the expert
on the committee on economic security and the advisory conmttee
were divided on the issue, with the majority in each casa thinking that
it was practicable to separate tax measure and subsidies in order to
permit more effective standard setting among the States, to exercise
a large degree of Federal supervision over the minimum standards
set in the State lines. Such supervision certainly would assure a
grater measure of uniformity and meet more effectively what we have
found in our Pennsylvania commission to be the most effective argu-
ment against action by the States. Both the bituminous coal opera-
tors in western Pennsylvania and the textile employers in eastern
Pennsylvania complained that it was unfair to ask them to assume
the 2 or 3 percent pay-roll burden when other and less progressive
States enacted no such pay-roll contribution. One of the difficulties
I can see in action by the States, which will be very diverse under the
terms of this law, is that some States may enact a 1 percent pay-roll
reserve, some 2 percent and some the full 3 percent. In that case
the obstacle of interstate competition would still be a real obstacle.
Perhaps it has been magnified and employers have exaggerated the
increase in pay-roll cost and in total cost from the imposition of so
slight a tax.

I admit, under our Federal system, the need of a good deal of elas-
ticity and experimentation among the States, and I will say frankly
that I believe this bill has a slight bias in the direction of theencourage-
ment of the Wisconsin idea for experiment by the employers under an
exclusive pay-roll contribution to stabilize their employment; and I
would like to see the Wisconsin idea furthered under the terms of
the bill so that at least we may see whether it will or will not work.

The CHAIRMAN. You think it should be broad enough to make it
optional with the States as to what plan they adopt?

Mr. TYsoN. Yes, I think that should be done and at the same time
secure this other objective of a degree of uniformity that will prevent
waste and loss and relative chaos in the administration of our national
unemployment system. I will have a word to say about that a little
later if I may.

The real issue, as you know, is whether the States shall adopt plans
calling for exclusive employer reserves of 1, 2, or 3 percent under the
terms of this bill, or bills of the Ohio type, with the penalties of the
employers who have unstable employment. The theorists who advo-
cate this measure claim it would stimulate those employers to find
ways and means of reducing the penalty by stabilizing their employ-
ment. Of course, considerable debate, as you know, has gone for-
ward for some years on that issue. It is interesting that more and
more support has been given among the experts to the State pool
idea. An instance, particularly, is the reversal of an earlier commis-
sion position, in the most recent Massachusetts commission on unem
ployment reserves; the recent report of the New Hampshire corn-
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mission, by Dr. Feldman of Dartmouth and the even more trenchant
and effective reversal of the Minnesota report, the leader in the prepa-
ration of which was Mr. Hansen, who, I believe, has already been
before you, and is now connected with the State Department.

The CHAIRMAN. Yes; he has been before the committee.
Mr. Tysox. I do agree that there should be a degree of experi-

nientation made possible, insofar as that does not lower standards too
far. Some of us believe that the claim for the Wisconsin plan has
been greatly exaggerated, and that the individual employer or the
single industry face very definite limits with regard to what may be
done in reducing the incidence of employment. America is a dvnamio
country, not only with diverse climate, and, as you know, seasonal un-
employment related to climatic conditions as well as to style and
fashion change. In the face of those general psychological changes or
political changes, the individual employer and the individual industry
is relatively helpless. Similarly with regard to the rapid pace at
which technological change is made and technological unemploy-
ment occurs, it is pretty hard to see how an individual employer or asingle industry can do more than mitigate or slow up those changes;
and of course the incidence of cyclical changes or a depression on em-
ployment, as in the last 4 years, leaves the individual employer or
industry helpless before the burden of involuntary idleness of workers.

I realize that the bill does make some very constructive provisions

nitigating somewhat the exclusive emphasis of the Wisconsin law.
I refer to the 1-percent pool device and the incentive provided for
M aranteed employment through the offset credits in the excise tax.
Whether this measure will prove as effective as would direct subsidy
by the Social Insurance Board, figuring that the States may meet
certain standards as is now the case under the Smith-Hughes Educa-
tional Act or the Wagner-Peyser Employment Office Act, remains to
be seen. Some of us would prefer the continuing of the established
practice which is undoubtedly, my lawyer friends, say constitutional-
the Federal Government taxing, the Federal Government offering
assistance in the terms of the restrictions in the maintenance of the de-
finitely defined and supervised standards.

With regard to the standards, I may say that there is not in the
present bill adequate safeguard against the passage and administration
of rather loose State laws. That is, there is no definition as to mini-
mum benefits, waiting period, or coverage in the bill as written. I
fear that such poor State administration unchecked by the standard
setting devices of the Federal Government might result in the dissipa-
tion of funds, the failure to pay guaranties, or too meager benefits--
in which case tne high promise given by President Roosevelt and by
the administration could not be fulfilled. The result'might be a
political boomerang in terms of the dissatisfaction and discontent of
the workers who are promised assistance, which you know under the
Wisconsin measure is not fulfilled" You realize that the maximum
benefits under the Wisconsin law are only $100. The employer estab-

liqhes a reserve of 2 percent of only $55 per worker, and the number
of workers represents only the steadily employed group. His contri-
bution applies to earnings on $75 and then ceases. Wisconsin cannot
even guarantee those promised payments in the absence of a State
pool.

Senator COSTIGAN. Do you recall the waiting period under the
Wisconsin law?
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Mr. TYSON. Yes, sir; two weeks. The Ohio law in contrast, Sen-
ator Costigan, provided three. Three or four seems to most of us
necessary. There is or has been a $rat deal of conservative criticism
of course with regard to malignorng, but I do not believe that the
American workers would voluntarily stay out of work to receive (and
bearing of the cost of unemployment for 3 or 4 weeks), half or such
of their wages.

Of course, in insurance you get exactly what you pay for, as
Dr. Leiserson remarked in the Harrisburg State labor meeting
recently. "I asked myself why I do not carry $100,000 of life insur-
ance; Ishould, because I have a large family. My only answer is
this: I cannot pay for it."

It seems to me this unemployment is national; a community, a
national, a social problem; our main problem is to provide some
adequate agencies to meet that part of its cost which can be covered
by this mechanism of unemployment compensation or insurance;
and I should like to be sure that the bill provides what I hope we
may get in Pennsylvania, the 3-percent minimum employer pay-roll
contribution plus a 1-percent employee participation. I realize that
economically. Senator Costigan it makes verylittle difference. The
employer pays a tax immediately and then if economies do not ensue
from the adoption of the measure, he passes it on to the consuming
public and the risk is spread over the whole of America, so that,
economically, an employee contribution is simply enforced savings
from the peak of prosperity to the trough to increase the benefits
available when employment is denied. But cooperation is essential,
and the only intensive study that has been given in America,
unfortunately, is actuarial study in Ohio where, through the university
and the State government, very effective employment and unom-
ployment figures existed, and that study, which I have been over and
believe to be sound, reached the estimate of the 3-percent contribu-
tion (which they thought was all the fund would bear at the time they
proposed the act 2 years ago) to provide benefits of the maximum of
$15 a week for 16 weeks, and that 4-percent, if you could have gotten
the employer and the worker to share 50-50--say 2 and 2 or even
23 and I %-that the benefits could have been extended to 26 weeks,
giving appreciable protection.

I am not quite sure from a review of the testimony in the New
York Times whether it vill be sure that the States have opportunities
to adopt more liberal measures, and have the workers decide on par-
ticipating, as did the workers of England and Germany with their
more adequate assistances.

Senator CosrloAN. The safeguards proposed would fall substan-
tially below those of Great Britain?

Ir. TYsoxr. Substantially below those of Great Britain, and so far
as the Federal setting is concerned, substantially below those meager
standards imposed by the Ohio bill. I should like to speak on that
point, sir; that there seems to me no good reason for this scale of
benefits. The time to accumulate unemployment reserves is on the
up-curve of the business cycle. I think there is general agreement that
we are on the up-curve. Prices will advance through this year prob-
ably at the rate of I percent a month. If the State of Wisconsin can
undertake a lieln, in the face of the interstate competition obstacle, for
the 2-percentemployer reserve, certainly it does not seem unfair to
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ask the employing group as a whole on a Nation-wide basis to accept
this 3-percent reserve initially.

I remind you that in all lkelihood collection of contributions will
not begin until the end of this year-perhaps for a full year-and the
payment of benefits will not be made for another year. I think we
will be well up toward recovery by that time, and that this small
percentage of the cost will not burden industry or delay or impair
recovery.

We learned in Pennsylvania in discussions with the employers and
their statisticians that a 2- or 3-percent pay-roll tax would be a charge
in most industries of only a fraction of I percent of the cost of the
product, and we believe that quite often no corresponding increase
in cost will accrue at all, particularly if the Wisconsin idea of giving
incentive to the employers to regularize and stabilize, and these offset
credits and guaranteed employment, work at all to use this instru-
ment of insurance to enhance efficiency and reduce some operating
costs of industry. Certainly, Senator Costigan, that has been our
experience with workmen's compensation, has it not.? That the in-
surance charges and premiums of the employer meant, in the safety-
first movement, that it has gone far, certainly, in to reducing the in-
creasing rate and cost of accidents and to more than pay for the
mechanism of the insurance. I Lave some figures on that, if you
wish them.

The CHAIRMAN. Just put them in the record.
Mr. TYSON. Yes, sir; I shall be glad to (to so. I shall be glad to

answer any questions.
You realize, sirs, that it is rather unfortunate, the wide latitude

granted to the States by the Wagner-Lewis Act, which makes no
provision whatever for workers moving across State lines. I think
at the beginning I referred to that. A worker may move from a
2-percent Wisconsin plan to a 4- or 5-percent Ohio or Michigan plan
and could not, as far as I see, transfer his benefits. Of course the
problem of caring for interstate-commerce workers in the railroads is
a separate Federal problem.

Senator COSTIOAN. Have You any suggestions for correction of that
feature of the proposed legislation?

Mr. TYSON. Yes sir; my suggestion would go back to my initial
point that if possible the tax be levied separately; payments and
standards set independently.

Senator CosTIoAN. It would certainly be undesirable to compel
workers to reside Where they now reside would it not?

Mr. TYsoN. Yes; and a mere reserve plan would have the tendency
to deter the mobility of labor seeking a better opportunity for em.-
plo ment.

I should like also to point out that this is unfortunate from the
employers' point of view. The employer may pay under this law a
3-percent Federal excise tax and yet may be asked in a meager inad-
equate State measure to pay only I or 2 percent, in which case he
loses the advantage that might accrue from full offset of the tax into
the State insurance fund, and by the same token the interstate competi-
tion argument would again weigh-which I believe this bill was
designed to overcome and climinat,-and in discouraging the em-
ployers' interest in supporting the passage of such in employment
compensation laws in the States.
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Finally I should like to stress the fact that unemployment insurance
is widely misunderstood. It is not a means of stabilizing or reforming
our present economic system. I would call, it as Dr. Leiserson first
did, I think, a "first line of defense" against this inevitable hazard of
modern life. Again, we believe, in the light of the British experience
and the German experience, and in fact the experience of all civilized
industrial countries of the world, it will take care of continuing season-
al and technological unemployment. More than that if the reserves
are adequate, it can also mitigate the cost of cyclical or depression
unemployment.

I think the British testimony is convincing. You provably have
testimony to that effect already. If you move surplus funds from the
peak of prospertity to the trough, a reservoir of purchasing power is
secured.

In the Ohio figures I think roughly $150,000,000 would have been
available had the law been enacted With 3 percent reserves, 2 percent
from the employer and 1 percent from the employee in 1923-after
the depression of 1921-which would have carried ie fund, on the
basis of the benefits designated (16 weeks with the payment of the
maximum of $15 a week, or $240) to mid-1932. The actuary of the
Ohio Commission estimated that with -another percent, had the
workers' participation been 2 percent, it would have carried the fund
through 1933.

I need not tell you that the taxpayers of Ohio, like those of Pennysl-
vania, have been severely burdened to meet the relief needs in the
daily provision for our vast number of unemployed workers during
the depression. If the unemployment problem is largely a community
problem, a Nation-wide problem, it seems to me, with all due regard
to conserving to the fullest extent the rights of the States under our
system, in the light of the past experimentation-with Federal stimula-
tion, Federal standards, setting up Federal aid-it might be well to
consider strengthening some of the sections of the present measure to
provide for adequate assistance, or to stimulate the States to provide
more adequate assistance and to put in certain standards.

Senator COSTIOAN. Is it your theory that a national administration
would have a substantial advantage over a State or local administra-
tion?

Mr. TysoNz. It does logically, Senator. But I would say that it
would be well, in handling the machinery and administration of this
institution of unemployment insurance to adopt a Federal system.

Mr. Gerard Swope, the president of the General Electric Co., in
his Stabilization of Industry, and in subsequent addresses before
the National Electrical M\1anufacturers' Association s'tid that
we are living in an economic society whose market is Nation-wide,
the invested capital for the industry is extended from coast to coast,
and he has argued very trenchantly for the national system of unem-
ployment insurance, and Mr. Soule has argued trenchantly for the
national public unemployment system. Yet I might say that my 25
years' experience in working in the States, and a little in Washington,
has convinced me that we should continue to support the Federal
system.

The cxux of this matter is administration. With good administra-
tion a State may secure fine results from even a poor law. I regard
the Wisconsin/law as poor and adequate. A poor administration will
impair the operation of the best law. I would rather move slow, Sena-
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tor, in regard to this matter and set tip out administrative machinery
effectively so that waste and excesive burdens on the insurance phases
of this*problem may be eliminated.

I call your attention to the fact that the effective operation of a
Federal-State system of unemployment offices--labor exchanges, as
the British call them-will be absolutely essential in the States and
nationally, to the effective administration of unemployment compen-
sation. ayments of benefits, and fixing eligibility, rest here.

Now, we'have made a start, a real beginning on it, under the
Wagner-Peyser Act. In Pennsylvania, Senator Guffey knows that
our new secretary of labor and industry, Mr. Jones, is tremendously.
interested. We recently had a meeting of the advisory council of our
Pittsburgh office, with representatives of employers and labor leaders,
and considered this very matter-to continue to raise the standards
of administration of a unified employment office system.

This country serves vast and diverse interests and it seems to me
we will have to make haste slowly, set standards of administration,
and work out the most constructive State measures, and then, sir,
with the aid and leadership of the Federal Government, attempt to
extend those effective standards. But I do think, sir, in considering
the adjustment of the unemployment compensation titles of this bil[,
you niht very well strengthen the hand of the Federal Government
mgiding these States, not in coercing or embarrassing them.

The CHAIRMAN. Thank you very much. If there is any statement
which you want to incorporate in the record, you may give it to the
clerk. Mr. Murray Latimer.

STATEMENT OF MURRAY LATIMER, WASHINGTON, D. 0., CHAIR-
MAN, RAILROAD RETIREMENT BOARD

Mr. LATIMER. My name is Murray Latimer, Washington, D. C.
I am chairman of the Railroad Retirement Board.

The CHAIRafAN. Were you on the technical board of the Economic
Security Committee?

Mr. bATIMER. Yes; I was chairman of the technical board's sub-
committee on old-age security,

Mr. Chairman and gentlemen: I have a statement here which is
too long to read so I should like to add it in the record, in addition
to my oral statement.

The CHAIRMAN. The statement may go in the record and then you
can elaborate it with any additional statement you wish to make.

Mr. LATIMER. I should like to discuss rather briefly four points,
confining myself entirely to the old-age security provisions of this
bill. I do not think it can be overemphasized that the old-age assist-
anc laws, which are to be created and strengthened under the stimulus
of title I of this act, are not and will not be a permanent solution of
the problem of old-age dependency in this country. There have been
a great many statements here about cost estimates which have been
presented, which show what the cost will be next year, and in 1980,
aU of which are guesses, and some of which I am responsible for.

The CHAIRMAN. What is your best guess now?
Mr. LAIM ER. Of course guoesright now would be based on factors

involving political judgments as to how fast States will pass these
laws under the stimulus of the 50-percent subsidy. I am not a judge'
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of political situations. In order to do that one would have to know
something about conditions in each State, which I do not.

The CHAIRMAN. You know something about the State of Missis-
sippi?

Mr. LATIMER. Yes, sir; I do.
The CHAIRMAN. On the 65-year proposition, about what would be

the cost, and how would it go up, and so forth, if they should pass a
law such as is contemplated? There are about 77,000 who are over
65 years of age, is not that right?

Mr. LATIMER. I think that was in 1930. I should judge now, if
the number of persons who are over 65 years of age has increased in
equal ratio with the number who are 65 years of age and over in the
country as a whole, there would be something like 87,000. According
to the census of October 1934, taken by the Federal Emergency Relief
Administration, there are some 12,700 persons 65 years of age and over
on relief. No census has been taken since, but we have estimated
what that number would have changed to if the number of persons
65 and over had changed in the same ratio as the number of single-
person families rn relief. That, after discussing it with members of
the Relief Administration, we thought was probably the best index of
increase in the number of persons 65 and over on relief. That figure
now, which I believe was filed with this committee last week (at any
rate it was published in the New York Times on Sunday), was 14,200.
Now it is extremely difficult to say what the level of relief in the
State of Mississippi would be.

The CHAIRMAN. If you figure $15 from the Government, donated
by the Government, and $15 from the State.

Mr. LATIMER. Senator, under existing circumstances I cannot see
at all that it is likely that the level of ol -age assistance in Mississippi
would be $30 a month, on the average.

The CHAIRMAN. Why?
Mr. LAI MEI. A great many of the people over 65 years of age,

perhaps most of them, have small farms, small homes, a chicken yard,
a cow-they have no money income but nevertheless they have some
sort of subsistence. I have been told recently, and I know from some
personal knowledge, that in this depression there has been a substan-
tial increase in this subsistence farming, on a small scale. The allow-
ance of $30 a month would be a comparatively high allowance for these
people. As far as food, shelter, and such basic necessities are con-
cerned, the State is somewhat better off than it has been for a good
while.

The CHAIRMAN. -With your knowledge of the situation, in a State
like that, which is maybe somewhat similar to Georgia and other
States in the South, what would you think the State should put up
in order to provide such sums as would fall within the meaning of
"compatible with health and decency"?

Mr. LATIMER. I should hazard the guess that even with some
increase, and I think this law would increase the numbers who would
qualify for assistance as compared with the number of persons who
are 65 years of age and over on relief, Mississippi initially would not
spend more than $3,000,000 a year in a total amount. I doubt
whether it would do that much.

The.CHAIRMAN. That is Federal assistance?
Mr. LAnmuR. That is both.
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Senator GzoRoi. State and Federal?
Mr. LATimER. State and Federal.
Senator CLARK. If the Federal Relief Administrator under this

act would take a notion that it required $40 a month for the lowest
standard of subsistence, compatible with health and decency, the
State of Mississippi would have to contribute $25 a person and it
would not be able to create a fund out of which to pay that amount;
isn't that true?

Mr. LATIMER. If the Federal Relief Administrator took such a
notion, whidc seems to me is inconceivable.

Senator CLARK. The entire administration of this act is under the
Federal Relief Administrator.

Mr. LATIMER. The standard of health and decency has some
relationship to the current custom, it is not a fixed and arbitrary
standard. I think the State would still have a good deal to way
about it.

Senator CLARK. The reason I asked that question, it has been
testified by the author of the bill, Senator Wagner, that according to
the figures at his disposal that $40 a month was a minimum.

Mr. LATIMER. Of course I cannot speak for the Senator, but I
think that would not apply to Mississippi; $40, I grant you, would
be desirable. It would raise the standards of persons over 65 years
of age in the State of Mississippi, immeasurably, but I do not think
it would be done. I shall not comment on whether it is desirable
or not, it will not be done and it cannot be done, in the present
financial circumstances that exist in the State of Mississippi.

Senator COUZENS. Do you believe there should be some agency of
review, some court or something, set up against the arbitrary ruling
by the Government agency?

Mr. LATIMER. I should suppose the State would always have the
option of suing for a writ of mandamus in court.

Senator CouzE:Ns. I think it should be provided, if we are going
to retain it in the bill at all.

The CHAIRMAN. Let me ask you, Mr. Latimer. This provides, of
course, that the State should put up an equal amount to the amount
put up by the Federal Government, and the Federal Government
putting up $15. You could not take every individual case, you
would have to take the average of the number of persons in the Atate,
would not you, in order to determine the amount required for a
standard which is compatible with health and decency?

Mr. LATIMER. Yes; except you would count the person receiving
in excess of .30 a month as receiving $30. There would have to be
some segregation of those in order to calculate the amount of sub-sidy due.Mi CHAIRMAN. YOU think that under the law you would have

authority to look into individual cases then?
Mr. LATIMER. I think so; yes, sir.
The CHAIRMAN. Do you think it is advisable to write into the bill

that the average should be taken, and so forth?
Mr. LATIMER. That would aid a good deal; yes sir.
The CHAIRMAN. Do you see any objection to that?
'Mr. LATIMER. It would increase the cost somewhat to theFederal

Government; for this reason, that in New York, as I remember the
average is $22.16. Now there are some cases in the city of New.

746



ECONOMIC SEOURIY AOT 747

York in which the amount is in excess of $30, and that is true perhaps
of some of the other cities, and if those are counted as $30 the average
would necessarily fall below $22.16. So the Federal Government
would put up something less than one-half of $22.16 on the average.
How much the reduction would be I have no way of knowing, because
I do not believe any detailed frequency distribution of amounts of
monthly assistance have been published.

The UHAHIMAN. You have given a great deal of study to this propo-
sition. What do you think of the suggestion, which was made
by someone, that this tax is levied on the citizens of every State, on
the employers and employees, and the fund is created, and the
amount that is collected in one State for instance, that has not passed
this law on old-ago pensions, that it go into a matter of bookkeeping
that it te earmarked, if you want to call it that way, and be hed
there to be utilized by the State when and if it passes the law?

Mr. LATIMER. Just let me get this clear. Are you referring to the
tax under title III of the act?

The CHAIRMAN. Yes.
Mr. LATIMER. Of course that is for a national system of compulsory

contributory old-age insurance, which is supposed to supplant these
systems of State old-age-subsistence laws, insofar as it is practical to
do so and as quickly as we can. Now the questions which you have
brought out hele this morning emphasize the very thing which I
started out to discuss, namely that the assistance laws are unsatis-
factory for solving the long range problem and we want to get rid
of them as quickly as possible.

The CHAIRMAN. Some question has been raised that if some States
do not pass that law the citizens of those States are taxed that amount
and the people of oiher States may be getting the benefit of it.

Mr. LATIMER. They may be taxed for the general revenues of the
Federal Government. There is no specific revenue, under the pro-
p osed Federal law, from which the Government makes grants to the
State as subsidies for old-age assistance. The taxes in title III are
not levied to provide a fund from which the old-age-assistance subsidies
may be paid. It may be that in a fiscal emergency of the Government
some borrowings may be made on-the general security of the Federal
Government from the old-age-insurance fund. It may be inexpedient
temporarily to raise the old-age-assistance grants through taxes. The
old-age fund is to be invested in Government securities. These may
be acquired from the public or from institutions-banks, insurance
companies, and so on-or the fund may absorb directly additional
indebtedness which the Government has created. But in any event
there will not be an outright gift. Investments will take the form of
a note of the Federal Government, or a bond or a guaranteed obliga-
tion, which will draw interest. Technically, and I hope actually, tbere
will be as complete distinction between the operation of these two
systems of old-age security.

Of course all these questions that you have raised emphasize one
aspect of the unsatisfactory nature of the old-age-assistance laws;
namely, that individual States are not able financially to give ade-
quato support to them, that the Federal Government must come in
if they are to be at all successful and at all workable and if the Fed-
eral Government does come in, it can legitimately, and should, attempt
to set some standards in oider that greater security may be given to
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the aged group in this country. By setting those standards it may
have some trouble with individual States, there is no use denying that
fact, which will, for some reason or other, wish to contest the standards
set by the Federal Government. I think, with a reasonable adminis-
tration, these difficulties will be overcome.

It is of course to be hoped that the standards of life in the aged
group may be increased. If the maximum effectiveness of old-age
security cannot be reached under these laws it must be supplanted by
this further system.

Of course there are certain other troubles which we have with these
old-age-assistance laws; one of which will be the decided increase in
cost. Just how rapidly that cost is going to increase nobody knows,
but it is bound to increase, I think, and we can be certain from a
number of factors which are already in existence.

First, we know that unless something cataclysmic happens to the
death rate in this country, the number of the population in the gioup
'65 and over is going to increase very rapidly. We know that the em-
ploy nent opportunities are declining for older persons. That
decline seems to have been a little less rapid in the period 1920 to
1930 than it was from 1900 to 1920, but it has probably set in again
due to the depression influences which have been so overpowering and
so dominant in the last few years.

There are also declining employment opportunities for persons in
the middle-age group. That was beginning to be a fairly serious
problem in the twenties. With so many out of employment now and
with still further progress in industrial technic it will be a much
more serious problem in the future. Such savings as persons in the
middle and working classes had, have largely been lost in this de-
pression. All these factors are going to put a burden on the genera-
tion that is now young, even greater than it has had in the past, so
that their own old-age dependency ratio is likely to be affected.

There seems to have been some confusion about the Economic
S purity Committee's report which states, on the one hand, that
50 percent of the population 65 years of age and over is dependent
and estimating, on the other hand, that only 15 percent would
qualify for old-age assistance initially under these laws. Of course
the difference is accounted for by the fact that a considerable percent-
age of these persons 65 years and over is dependent and will continue
to be dependent on their children.

If there is to be, as there almost certainly will be, thi Freat growth
in the number of persons qualifying for assistance it is extremely
doubtful whether a means test will be an deterrent at all. The old-
age assistance will, in the absence of any other a"istance, become the
customary thing and we will have an increase in the qualification
ratio which will probably be out of line with the increase in the
dependency ratio. That does not say that there will be any subter-
fuge or any deliberate act calculated to increase the possibility of
qualifying for the assistance, but nevertheless there will be an increase.

I think we are, therefore, forced to the conclusion that some further
system is necessary if the aged group is to have the security which it
demands.

Passing on to the system of old-age insurance I should like to
discuss, briefly, three major points: The benefits, how to get started,
and the matter of who pays Yor the cost. I think we can say that it
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will be impossible effectively to start a system of old-age insurance if
the only benefits which were paid were those which were provided,
on an actuarial basis in the technical insurance sense, by the con-
tributions of the group receiving the annuities with, say, equal
amounts paid by their employers.

Thc cost of annuities rises rather rapidly with age. Persons who
are now 60 would have to contribute approximately 25 percent of
their pay, or with the aid of their employers, over the period of 5
years, if they are to receive even as little as 15 percent of their wage
as annuity beginning at 65. It is utterly inconceivable that any
such large portion of the aged group's wages could be set aside to
provide that benefit.

It has been suggested that these benefits might start off on an
earned basis, with some subsidy under the old-age assistance laws.
That, it seems to me, would involve very considerable difficulty,
because there would inevitably be a comparison between persons who
receive assistance and those who do not, both of whom have contrib.
uted, and dissatisfaction with the workings of such a plan would, it
seems to me, be quite intense.

Now those large benefits are needed. First of all they are needed
in order to induce a good many of the people who are 65 and over
and who are looking for a job, even though the chances of their
finding one is rather small, to withdraw from the labor market.
Such withdrawal would have a very definite, perhaps not tangible,
but quite definite effect on the wage rates. Trade unions have
established a number of systems for the support of their aged members.
This has involved a heavy cost with the result that they have had to
maintain dues at a high level, some of them extremely high. Taking
this load off the trade unions would enable dues to be lowered in
many cases, which would assist the legitimate trade unions organizing
their legitimate field.

There are moreover a number of industrial companies* whose level
of productive efficiency has been and is being reduced by the fact
that they have a number of old men whom they would like to retire
but cannot, on account of public pressure, and at the same time they
have not sufficient funds available to start a pension system.

I should like to say that I have been connected, in one way or
another, with a number of corporation pension plans. I have never
yet been connected with one which woud even think of starting off
a plan with only 15 percent annuity. Initial annuities aver ng
twice that high are considered low. In the great majority of plans
the employer assumes some cost in respect of service prior to the
date of the plan in order that reasonably adequate benefits may be
paid from the start, otherwise the employees will not accept the plan.

The very important factor here is that if a contributory system is
to be started it will be collecting the contributions from employees at
very young ages whose worries about their old age haven't begun and
to whom the spectre of dependency in old age is rather remote.
What they think of their contributions as buying is not only an
annuity for themselves but also as enabling the employer to pay a
benefit, which will remove aged persons from the pay roll giving the
younger employees a chance to be promoted, and making possible
reabsorption of a certain number of those unemployed. The process

749



750 EOOMIC SECURITY AOT

will make for some orderly and regular absorption of persons who have
not yet been in industry at all.

The Railroad Retirement Act experience in this connection, it seems
to me, is significant. We have had almost no complaint whatever
although some was anticipated, about the fact that all classes of
employees were to contribute 2 percent of their pay. The fact that
there are in the railroad industry some 4 or 5 percent of persons 65
years of age or over, and a good many others who are eligible to
retirement, running up to 10 percent of the total, is, in the minds of
the young, efficient men, a sufficient inducement to contribute if it
would get the older people out of the way. The younger worker is
not going to be willing to contribute any substantial amount unless,
rather quickly, there would be some removal of the older persons
from employment. It is not necessary to go to the fantastic lengths
of the Townsend plan to get the stimulus for that removal.

The benefits initially provided under this act, of course, are very
considerably lower than they are under the Railroad Retirement Act.

The CHAIRMAN. When was the Railroad Retirement Act passed?
Mr. LATIMER. It was signed by the President on June 27, 1934.

It was passed in the last session of Congress and on the last day or
two of the session, as I remember it.

The CHAIRMAN. That matter now is before the Supreme Court,
is that right?

Mr. LATIMER. Yes, sir itis on the docket for hearing, on the 5th of
March. The act was declared unconstitutional by the Supreme
Court of the District of Columbia and an injunction was entered
the Board prohibiting it from putting the act in operation.

The CHAIRMAN. Let me ask you about this Railway Retirement
Act. Does that apply to all railway employees?

ir. LATIMER. Yes, sir; and certain others, like the express com-
pany, the Pullman Co., and so forth.

Senator GEORGE . The carriers?
Mr. LATIiER. Yes.
The CHAIRMAN. And it provided for a contribution by the em-

ployee of 2 percent?
Mr. LATIMER. The initial contribution was 2 percent by the

employees and 4 percent by the carriers.
The CHAIRMAN. The carriers had to put up how much?
M . L.,TiMER. Four percent. They put up twice as much as the

en'ployees. The employees contributed 2 percent to a maximum
oi i a month.

The CHAIRMAN. All tigat.
Mr. LATIMER. The question might be raised as to why the level of

benefits under this particular act, under this bill, is lower than that
provided under the Railroad Retirement Act. The Railroad Retire-
ment Act provides for benefits which are measured in part, by the
service prior to the effective date of this act. We have estimated
that the initial benefit would be somewhere in the neighborhood of
$950 a year, which is payable immediately in the absence of any
litigation it would have begun on February 1, of this year.

Senator COSTIOAN. Is the constitutionality of the Railroad Retire-
ment Act before the Supreme Court?

Mr. LATIMER. Yes, sir. The hearing is now set for March 5. So
that on the average the initial annuities under the Railroad Retire-'
ment Act would be perhaps a little in excess of 50 percent of the
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current wage level of the people retired on the railroads. It is much
in excess of 50 percent of the average compensation of railroad em-
ployees which was not much more than $1,200 in 1933.

The CHAIRMAN. Did the Government start the fund off with any
amount?

Mr. LATIMER. No, sir; there is no Government contribution
other than the fact that we receive the privilege of franking mail
and services from the Department of Justice, and the Treasury and
other Government offices without cost. The Board is given the
power to adjust the rate of contribution so as to provide for the
benefits which the act calls for. It cannot, however, change the ratio
of contributions, one-third from employees and two-thirds from
the carriers.

Now there is a vita erence between t which is now under
discussion and the railroad Retirement Act. main purpose of
the Railroad Re ment Act is to romote eflicienc d safety in the
national trans rotation system. rta with the ]p so that the
creation of t Railroad R 'me Ac 1 promote cieney and
safety in t national t po tio a ate

The CHl mAN. it o pel nt at the age o 5?
Mr.L u'tun. Y with e romi that a

person hetrans rtaton w is65 O age or ver is a
menace the pu MO sat a nni p th national t spor-
tation a t e. erefo meme of every ody 65
years 0agotoroer. o e y t la t of the ailioad
Retire ntBo the m o edt 0, but not beyond
70. Thtprovisi do tpp ecutives during t first
yearsof heract, "eas r he* nof the act ere can
be nope pninthe Cof a ct rwho ore tha 0 yearsof ae.T e On MAN. T ell ut a Ci I ce Retir ent Act.

That volItaly, as I erstand t?
Mr. LAM . No, ir ot vo untary. e employees

in the civil ser , with the exception of of the railroad Retire-
ment Board, who covered by the railroad reti ent system must
contribute; nembe iis not voluntary It there are also some
civil-service employees the Panama Railroad
System.

The CHAIRMAN. What is the percentage that they are required to
put up?

Mr. LATImER. They are required to contribute 3,4 percent, but in
the event of withdrawal the employee receives back his contribution of
33 percent, less $1 a month, with interest. They lose a dollar per
month.

The CHAIRMAN. In other words it raises the whole fund?
Mr. LAIIMER. No, sir., The contribution by the Federal Govern-

ment wAs supposed to cover the service which was credited prior to
the date that act was initiated, which was back in 1920. The service
period before 1920 was used in calculating the amount of annuity
which an employee would receive. Let us say, as ;he act now stands,
as amended in 1929, the annuity provided by the Government is
$30 a year for each year of service, to a maxiinum of 30. Now an
employee who retired in 1030 and who began in 1900 would calculate'
that part of hiseannuity provided by the Government by using 20
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years prior to the effective date of that act in 1920, and 10 years
after 1920. Two-thirds of the Government annuity in that case
is based on prior service; and the cost was to be paid by the
Government.

The CHAIRMAN. What about the retirement?
Mr. LATIMER. They are retired at 70. I think in some classes of

service the retirement age is 62, and in others it is 65, and in still other
classes the compulsory retirement age is 70. There was some excep-
tion to that before the enactment of the act of 1932. As I understand
it the Economy Act of 1932, practically forced out of Government
service the persons who were 70 years of age or over.

Senator GEORGE. And who bad had a certain length of service?
Mr. LATIMER. Yes; who had a certain length of service, 1 believe

it was 20 years of service, or some such period, or perhaps it was 10,
I am not sure of those figures offhand, in order to qualify for an
annuity under the act.

There is one point further there. There are some resemblances
between the Civil Service Retirement Act method of financing and the
method financing in Senate bill 1130 as it now stands. Of course
when you start off a pension system there are relatively few persons
as compared with the total number of employees who are in the upper
age groups. There were perhaps five or six thousand, as I remember,
over 70 years when the Civil Service Retirement Act was begun.
Obviously the cost of paying the annuities in that year was rather
small. the employees of the Government were paying in 3% per-
cent, and in event of their death or retirement from service for any
cause, they were to be refunded their money with 4 percent interest.
The amount of money which was to be refunded in the event of death
or withdrawal, plus the annuity payments, both on account of
reaching the normal retirement age and on account of the disability
feature were very much less than the 3% percent provided Dy employee
contributions if all the employees died. If all employees died or
withdrew from service obviously there would be no money left in
the fund, but they did not. 'Consequently there was a reserve
accumulated which was nominally the property of the employees.
There is some disagreement as to the soundfiess of operating what is
essentially a private fund of this sort on that kind of basis, but never-
theless the Government could and did borrow money from the
employees' contribution to pay annuities.

Now, as a consequence, the technical liability of the Government
increased by leaps and bounds. As I remember now, the last actu-
arial investigation, which was made in 1930, showed that the Govern-
ment contribution would be required to put the plan on a technically
funded basis and would be very considerably higher than 3% percent.,
which was being contributed by the employees.

Senator CouzENs. Have you the actual amount of that?
Mr. LATIMER. That shows in the report of the Actuarial Board,

the Government Board of Actuaries, consisting of Mr. George B.
Buck Mr. McLeod, the Government Actuary, and Mr. Brown, who
was tlen chief of the Bureau of Efficiency, as of June 30, 1930.

Senator CoUzENs. You do not have it with you?
Mr. LATIMER. I do not have it with me. I cannot recall the

figures off-hand, but they are in that report.
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Senator GEORGE. From the date of the passage of the Federal
Employees Retirement Act up until 1929 the contribution was only
29 percent, I think, from the employees. It was increased at the
time the act was amended, I believe it was in 1929, to 33 percent.

Mr. LATIMER. Yes; I was speaking of the 33 percent.
Senator GEORGE. There was a considerable technical liability of

the Government at the time of the amendment to that act in 1929,
and there is still now, technically. I believe it is actually set up on
the books.

Mr. LATIMER. It shows in the valuation; yes, sir.
Senator GEORGE. There was a considerable liability on the part

of the Government.
The CHAIRMAN. Do you know approximately what it is, the tech-

nical liability?
Senator COUZENS. Something over $100,000 000, isn't it?
Mr. LATIMER. It runs into the hundreds of millions. I am unwilling

to say off-hand, because I do not remember the figures. I could very
easily get that for your, sir.

The CHAIRMAN. I think you can get it and supply it to the clerk.
Mr. LATIMER. Yes, sir; I can do that. That is as of June 30, 1930.

There is now under way, as I understand, a revaluation. I do not
know whether it will be published or not, but I know last summer
there were further amendments under this ecorinmy act which allowed
employees to retire at 68, I think it was, rather than waiting to 70.
There were some provisions, which I do not remember off-hand, which
had the effect of increasing the liability of the Government.

What it finally came to I do not know, but the only figure which I
have is the one as of June 30, 1930. I presume there will be another
valuation published as of June 30, this year.

But the point I was wanting to make at the time when we started
on this other discussion is that because of the necessity for forcing
persons out of the service of railroads, it was inevitable and impossible
to do other than to provide an amount, a very considerable amount of
annuity, because you were forcing a man to drop, in most cases, the
only possible source of livelihood he had. In the act under con-
sideration, S. 1130 there is no such forcing out of employment, on the
part of any act of c ongress, at any rate, so that it is reasonable to set,
initially, annuities which are perhaps somewhat lower. Whether
the relation between the two initially is reasonable I do not know, it is
a matter of judgment; but nevertheless in my own judgment the
annuities set in this act are to be regarded as minima amounts rather
than maxima for the purpose which the system is supposed to accom-
plish, namely, the protection of the aged group, their removal from
employment, and the quick supplanting of what we think is a system
which would be unsatisfactory in the long run.

The CIIAIRMAN. Mr. Latimer, your statements will be in the record.
This committee when wo begin to get in executive session to begin
to study this bilf, will probably want you to stand by so we may confer
with you, because you have all this data at hand. Your statement
covers the point pretty fully.

Mr. LATIMER. There are two points which my statement does not
cover. I have been following the hearing here. There has been some
emphasis on some things, which have not been cleared up. I should
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like to clarify the situation and I should like to cover those additional
points.

The CHAIRMAN. I wish you would do that.
Mr. LATIMER. If you would like to have me appear before you, I

will be in Washington.
The CHAIRMAN. I thought we would confer with you when we get

in executive session on this proposition.
Mr. LATIMER. I might say Iam having a series of charts prepared

which, so far as the actuarial side of this is concerned, attempts to
give a simplified picture of the matter. I know this is a rather tech-
nical subject. I have had experience in explaining it on a good many
occasions and I find that some sort of a graphic method presentation
serves to clear up some points which might otherwise be rather hazy.

The CHAIRMAN. I wish you would amplify your statements and
we can got in touch with you when we finish the hearings.

(Mr. Latimer subsequently submitted the following:)
RAILROAD RETIREMENT BOARD,

lMashington, February 13, 1935.Mr. FEIrON M. JOHNsTON,
Clerk Committee on Finance,

United Slates Senate, Washington, D. C.
DEAR MR. JoHNsTON: In the hearings yesterday Senator Harrison made the

request that I furnish you with the most recent valuation of the civil-service
retirement and disability fund. That valuation, as of June 30, 1930, Is en-
closed. The pertinent figures which were under discussion yesterday are given
on pages 12 to 14.

The valuation balance sheet shows that the liability of the Federal Govern-
ment for services which had been rendered prior to the date of valuation was
$730,192,707. Table 8 on page 14 shows that the annual payment required to
amortize this accrued liability over 68 years would be $31414,814. The cost
to the Government of services which are being rendered currently according to
the same table, is $20,638,850, making a total annual cost to the government of
$52,053,664.

I now understand that the report of the actuaries containing the valuation as
of June 30, 1934, show the changes in liability caused by recent amendments to
the Civil Service Retirement and Disability Act, and that the report has recently
been rent to the Committee on the Civil Service of the House. Am hoping to
secure a copy of this. (See reprint fros Ii. Doe. No. 29, 74th Cong., 1st seas.
pp. 757-759.)

Enclosed also is the additional statement which as I understand It the com-
mittee will allow to be inserted in the record.

Yours very truly, MURAT W. LATINEE.

REPRINTED FROM loUsE DOCUMENT No. 216, 73D CoNGREsa, 2D SESsioN,
THIRTEENTH ANNUAL REPORT Or TiE BOARD or ACTUARIES OF THE CIVIL-
SERvICE RETiREMENT AND DISABILITY FUND (PP. 12, 13, AND 14)

COST OF BENEFITS TO PRESENT EMPLOYEES

Had contributions been made at the percentages of salary given in tables 3 to
6 by or in behalf of, every employee from the time when he entered the service,
the funds in hand, together with future contributions at these rates, would be
adequate to provide all benefits payable. But employees In service at the time of
the establishment of the fund have been given credit for their past years of service.
For this reason contributions in the future at the normal rate alone will not be
sufficient to provide benefits for the present employees.

In order to obtain knowledge of the contributions required in addition to normal
contributions to provide the-benefits for the employees covered by the fund on
June 30, 1930, a valuation of the total liabilities of the fund on account of the pro-
spective benefits payable to present annuitants and employees was made. As an
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offset against these liabilities there are available the present assets of the fund and
prospective contributions of employees at 3% percent of salary. The remainder
represents the liabilities which are not covered by employees' contributions.

The detailed figures are given In the balance sheet, which follows:
TABLE 7.-A valuation of the ass. Is and liabilities of the civil-serrice rediremen! and

disability fund as of June 30, 1930

LIABILITIES

Benefits payable to annuitants on the roll: Pre-et value pay-
Retired on account of age and Involuntary separation: ments to be r.de

Employees with normal retirement age 62 ------------ $11, 223, 350
Letter carriers and postal clerks with normal retirement

age 65 ---------------------------------------- 41,691,828
Mechanics, laborers, and other employees with normal

retirement age 65 ------------------------------ 20,706,579
Employees with normal retirement age 70 ------------ 12, 401, 845

Total ----------------------------------------- 86, 113,602

Retired on account of disability:
Employees with normal retirement age 62 ------------ 2, 386, 602
Letter carriers and postal clerks with normal retirement

age 65 --------------------------------------- 16, 618, 827
Mechanics, laborers, and other employees with normal

retirement age 65 ------------------------------- 6,997,425
Employees with normal retirement age 70 ------------ 9, 435,882

Total ----------------------------------------- 35, 438, 736

Prospective benefits to inembers of active service who will retire
on account of age:

Employees with normal retirement age 62 ---------------- 206, 078, 166
Letter carriers and postal clerks with normal retirement

age 65 -------------------------------------------- 494, 441, 815
Mechanics, laborers, and other employees with normal

retirement age 65 ---------------------------------- 111, 955,047
Employees with normal retirement age 70 ---------------- 173, 376,262

Total --------------------------------------------- 985, 851,290

Prospective benefits to members of active service who will retire
on account of disability:

Employees with normal retirement age 62 ................ 18, 976, 728
Letter carriers and postal clerks with normal retirement

ago 65 ----------------------------------------- 82,836,120
Mechanics, laborers, and other employees with normal re-

tirement age 65 --------------------------------- 16,924, 437
Employees with normal retirement age 70 ---------------- 61, 316,066

Total --------------------------------------------- 180,053,357

Prospective benefits to members whose service will be discon-
tinued through no fault of their own prior to the attainment
of retirement age:

Employees with normal retirement age 62 ---------------- 4, 054,637
Letter carriers and postal clerks with normal retirement ago

65 ------------------------------------------------ 15, 102, 689
Mechanics, laborers, and other employees with normal

retirement age 65 ---------------------------------- 7,331,870
Employees with normal retirement age 70 --------------- 20, 352, 179

Total .............................................. 40,841,275
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TAs.z 7.-A saluatios of 1A. ahae and liabilities of the cinl-servce relirement and
disability fund as of June 80, 1930--Continued

LMASIL1TIEs- ntinued

Contributions to be returned to present employees with interest
at 4 percent upon separation from service without retirementprtantvaiueosy7.
benefits: meats to be mad

Employees with normal retirement age 62 ................ $16, 627,858
Letter carriers and postal clerks with normal retirement age65-----------------------------------------...... 67, 171,767
Mechanics, laborers, and other employees with normal re-tirement age 65-- ..-------------------------------- 18, 240, 283
Employees with normal retirement age 70 ---------------- 60,643,135

Total --------------------------------------------- 162, 583, 043

Grand total --------------------------------------- 1,490, 881,303

ASSETS

Funds in hand ------------------------------------------- 156,510, 419

Contributions of employees of 3% percent of salary:
Employees with normal retirement age 62 ---------------- 49, 247, 392
Letter carriers and postal clerks with normal retirement age

65 .------------------------------------------ 169,387, 811
Mechanic., laborers, and other employees with normal re-

tirement age 65 -------- ---------------------------- .36, 093, 413
Employees with normal retirement age 70 --------------- 102, 200, 900

Total --------------------------------------------- 356,920,610

Appropriations required of Government:
To meet normal cost accruing annually ----------------- 253,212, 571
To meet accrued liability. ------------------------------ 730, 192, 797

Total --------------------------------------------- K, 405,368

PROVISION FOR ACCRUED LIABILITY

The preceding balance sheet shows the total liahilities of the civil-service
retirement and disability fund have a present value of $1 496 A81,303 on June
30 1030, of which $12i,552,338 (S86,113,602 plus $35,438,730) represents the
iabilities on account of benefits already granted and the balance of $1,375,328,005

rep esents the liabilities on account of annuities and other benefits to be granted
In the future on account of active members. To meet its liabilities the fund has
present aqsets amounting to $156,546,419. - The present value of tho prospective
contritbtions of employees at 3.5 percent amounts to $356,029,516. Subtracting
the value of thope contributions and the present assets from the total liabilities,
we have $9&3,405,36S as the liabilities to be met by contributions by the Govern-
ment.

If the Government were to make normal contributions on account of each group,
which now represents a contribution of 2.45 percent of the total pay roll annually
this contribution, together with that of 3.5 percent by the employees would equal
5.95 percent, which is the average normal contribution. This contribution would
be sufficient to cover the continuing or normal cost, but It would not be sufficient
to cover the liability on account of service rendered by employees prior to the
establishment of the fund In 1020, when no contributions were made, nor would
it cover credit for service since that date on account of which the Government has
not made regular contributions related to the larger benefits of the later law. The
liability on account of this past service may be obtained by deducting from the
total liabilities of the Government to be met by Government contributions the
value of the future contributions whlch would be payable by the Government to
-cover the normal cost.
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An actuarial calculation shows that a contribution from the Government at the
normal rate for the various groups on account of the pay roll of present employees
has a present value of $253,212,571. If the latter amount be deducted from the
item of $983,405,368 shown as the value of the Goveriment's prospective appro-
priations, $730,192,797 is left as the amount which must be placed in the fund to
offset the lack of contributions In the past.

This amount technically Is known as the "accrued liability." In order to
amortize this accrued liability by means of annual payments distributed over a
period of years in the future in accordance with the plan adopted by the Govern-
ment in 1927 an annual payment of $31,414 814 for approximately 68 years from
1930 Is needed. This is equivalent to 3.13 percent of the present pay roll
annually.

The following table has been prepared to summarize the annual contribution
required for the support of the fund from both employees and the Government.

TARLF 8.-Apiual cost of cfril-,erriee retirement and dieobiliy fund as percentage
of pay roll

Normal cost as- Deficiency cost as- Total cost as-

Oroup Annual Annual Annuil
Percentage Amount as Percentage amount as Percent e amount as
olpayr'l o1lune30, olpsyroll otlune30, ofpayrol ofl,.el0.

1930 1930 1930

Employees with normal retire-
mentaZe6 ................ &71 $i,.3 49.6 K077.50 11.67 $14.300.173

Letter carriers ao postal
clerks with normal retire-
omnt ago 65 ............... 6.53 2t21%2,X6 3.81 14. 126,5 10.M34 39,339,019

Mlchinics. laborers, and other
employees with normal ro-
tlremeat ago 6............. .3 % 530,578 4.89 4.60, 46 10.72 10, i),048

Employees with normal retire-
mentage 70............... 4.78 12Z190,137 156 6,379,613 7.5k 19.769,750

Total ........... ...... . 9.3 &,.73 31, 1114.81" 9.6 $1.164989
Payable by employees ...... 2 50 6. 324 ........................ 890 29,6 0,324

PayablebyOovernment 2.45 21A 3.5 3.73 31.414.814 6.15 &I 53,Z 64

REPUNvW M-Ou IIov.;: Documr.,sr No. '29, Sivrxro.votrTn CoNoERs, FIRST
SEssIoN, FouRntNTri ANNUAL Itlc'var OF Tim3 BOARD or AciuAtJs OF TiE
CIVIL SEuvicE HRtnuuFN .. T AND Dzs.knLrY FUND (PP. 15, 10, AND 17)

ESTIMATED IJABLITIE8 OF THE FUND AS OF JUNE 30, 1034

To furnish a better basis for estimating the appropriation payable by the Gov.
ernment under the law as It now reads, the approximate liabilities of the fund
have been determined as of June 30, 1934, taking into account all amendments
since Juno 30, 1930. The exact liabilities on account of annuitants could be
determined Inasmuch as records are maintained for them which could be tabu.
lated and used for the valuation. For active mernbers there are no current
records available for use by the Board. The last data collected covered the
membership as of June 30, 1930. The membership as of June 30, 1934, was esti.
mated from the membership as of June 30, 19O, as described on page 5. The
liabilities on account of the members as of June 30, 1924, were then determined
on the b.sls of the June 30, 1930, valuation by taking into account the payments
made against these liabilities In the Interim and the Increase In the liabilities
due to the amendments. The results of the estimate are given In the following
condensed balance sheet:
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TAma O.-Statement of cstimaled asets and liabilities of thc cirvl-serrke reffre-
miet and disability fund as of June $0, 19J

Proesnt value
of IVOlWtA tO

ASSE TS tc rce red
Funds hit hand .............................................. . 2 2, 5431, 043
The present value of prosix-etive contributions of employees of
3
1
j percent of salary --------------------------------- 342, 850, 327

The present value of appropriations required of Government:
To meet pormal cost accruing annually ----------------- 25, 401, 110
To meet 'accrued liability -------------------------- 1,000,394, 974

Total assets ------------------------------------------- 1,010,271,143

LIABILITIF5

'he present value of benefits payable to annuitants on the roll:
Itetired on ac'eunt of age and voluittury and lnvolutniaty

sparatlon * --------------- 211,082, 103
Retired on a(count of disability ------------------------ 75, 022. tW0
Retired on aecunt of lIii luntary separation after 30 ycar s 0, 8, 154

370,702,977
'The present value of Proslective benefits to members in active

servi ------------------------------------------------- 1, 5M, 47S. 100

Total liabiltle ---------------------------------------- 1,40,271,143

The preceding valuation balance sheet shows that on June 30, 1034, the civil.
service retirement and disability fund had liabilities on account of annuitants
having a present value of ",7,792,07, as compa red with $121,552,338 as of June
30, 1930. The liabilities on account of annuitants have therefore more than
tripled during the past 4 years. The estimated liabilities on account of active
members has Increased by about $190,000,000. The present value of the con-
tributions of members has decr.a5:cd slightly while the value of the contributions
payable by the Government has increased by slightly over $350,000,000. The
increase In the contributlons payable by the (loverninent Is due to the amend-
ments and to the fact that its appropriations it the past have not been quite
sufficient to meet the normal cot of the plan and therefor( have not covered any
part of the accrued liability so that the latter item has Increased.

At least an amount equal to Interest should be paid on the amount of the
accrued liability if It Is to be kept front Increasing. To cover the balance of the
liability which accrues each )ear under the fund it is necessary to pay an amount
equal to the normal contribution. If these two amounts are laid each year, the
fund will not become an Increasing burden to taxpayers as it grows older, be-
cause the annually accruing liabilities will be covered as they are incurrl.

The following table show the amount of ainmal appropriation payablo by the
Government on the basis of the present law as estimated by the board:

TAB3L l a.-aimated appropriations by Gernrment on basis of ratimatf! liabilitits
as of June 30, 1934

Percent- AezuA
Item a IeofpWy

Normal contribution by Government ...................................... 17 II2'Ci,3O
D*Bcleaty contribution by Government ..................................... & 5 4& . , 29

To4al contribution by Oo ernment ................................... & 2 9, 4 , 634

' Excludes voluntary separaltions after 30 years.
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Comparison with the corresponding figures prepared on the basis of conditions
in 1930 shows that the appropriation required of the Government has increased
during the past 4 years from 6.18 percent of pay roll to 8.29 percent, or an addi-
tion to the rate of 2.11 percent. The amendment of June 30, 1932, has caused
an addition of approximately 0.73 percent to the percentage rate of payment.
The Increase in liabilities due to the amendment of June 16, 1933 made an addi.
tion of approximately 0.31 percent to the rate. Although tis amendment
involved a far greater'annual cost than the first amendment, it was limited in its
scope to about 2 years' operation. If it had not been so limited, the added
liability would have been very great as indicated by the amount of the liability
added for the 2 years of its application.

In addition to the 1.04 percent added to the rate of contribution of the Gov-
ernment due to the amendments, a further increase of 1.07 percent has resulted
from the failure of the Government in the past to increase its contribution to
the full amount indicated by the valuations as necessary to keel) the liability
from increaing.

This illustrates the danger in not having the annual appropriation fully cover
the liabilities of the Government. There is vo economy in arbitrarily reducing
these appropriations, because not only does the amount'by wlch the appropria-
tion is reduced have to be made up but interest has to be paid on such amount
until it Is paid in.

SUPPLFMENTAL STATEIf'r? OF MURRAY LATIMER OV ECONOMIC SFCURITY Aer,
S. 1130

This statement is confined to those parts of tho social-insurance program with
which I have been primarily concerned, namely, the old-age security aspects.

First, as to title 1: The proposal for a Federal subsidy to States for the pay-
ment of a part of old-age benefits under State laws, conditional upon enactment
or revision of these laws in conformity with certain standards is not a new one.
Congress for several years has had We fore it bills which were distinctly similar to
title I of the bill now under cot sideration. There vill be little disagreement
that the time is ripe for the enactment by Congres of a scheme of this nature.
Thi3 statement, therefore, will be devotedto a discussion of two further quest tons:
Ought the type of system which would be created by title I be the permanent
andsole measure for old-ago security? If not what should be the nature of a
further measure, and when should it fte initlatA?

The answer of the President's Committee on Economic Security to these
questions we know: There should be created immediately a national system of
compulsory, contributory old-ago insurance which would supplant Insofar as
such is found practeal)Ie, and as quickly as is feasible, the sys-tem of old-age
assistance set up under title I.

This answer seems to me to be wise. I wish to present the line of reasoning
which leads me to this conclusion.

The purpose of title I, as Is Indicated by the various section headings, Is to
provide "assistance for the needy" aged. This sort of security measure might
be adequate and permanent if the " needy " aged were to be a minor part of the
whole aged group of the population . We can be reasonably certain that such will
iiot be the case.

The degree of dependency among the aged has been augmented by the depres-
sion, but the depression is not the primary cause of that increase. Even should
there be further recovery to the 1929 level of production and employment, the
aged group will not share in it appreciably, if at all; and there is every reason to
suppose that unlcas we change the existing situation quickly, dependency ationg
the aged will be as bad, if not worse, 5 or 10 years from now as it is at present.
So far as the aged group is concerned, this depreslon bids fair to cause a rising
trend of dependency for at least another generation.

The reasons for this are fairly obvious. in the firstplaee, the numbers in the
aged group will continue to increase for many years. Five years from now there
will be probably 1,000,000 more persons 65 and over than there are now. And in
30 years the number will reach about 14)1 millions.

Second: Thb trend of employment among the aged has been downward for
40 years. While this has been due in part to the shift from agriculture to Indus-
try, a process now temporarily at least ended, theme appears no god reason to
suppose that industry and other nonagricultural occupations are likely to absorb
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any larger proportion of the aged, or, indeed, any greater absolute numbers of
them.

Third: Not only will most of the persons In the aged group Itself who are now
unemployed never again be able to obtain employment, but It is likely there
will be a largo amount of permanent unemployment among the middle aged
This was beginIn to be a serious problem before the depression, but it will be
far more acute In the future than it hs been In the oaset

Fourth: Persons over middle age who do succeed In securing employment will
In many instances owe their success to a willingness to make a sacrifice in the
customary wage or be content with a highly routine job. The end result will be
a wage whiah will not permit any appreciable surplus for old age, or indeed any
surplus for any purpose other than the current maintenance of a rather low
standard of living.

Fifth: While we are without quantitative data, It Is reasonable to suppose
that a large proportion of the savings of the middle-aged group have been wiped
out. This fact, coupled with the increasing unemployability of the group, means
that the relatively suaall percentage of the aged which In the past has been able
to live on savings, or income from property, will In the future, as at the present
time, almost vanish.

Sixth: The economic difficulties of the members of the aged and middle-aged
groups will bear heavily on their children, and will be reflected in their own rate
of dependency when they in turn become old.

In considering the longer range aspects of an old-age security program, the
position of the older worker in the labor market needs to be studied. This aspect
of the problem has never been adequately analyzed. There were, in 1930,
according to the decennial census, slightly more persons 65 and over recorded as
gainfully occupied than there were children from 10 to 17. I suggest that in
economIo consequences, old age and child labor have much in common. The
fact, already pointed out, that numbers of persons over 65 reported themselves as
gainfully occupled, when, In fact, they were not, suggests that many such persons
were In the l4bor msryet seeking employment. This number is probably greater
today than In 1930. There must be, therefore a body of superannuated men-
perhaps as many as a half million-who are looking for jobs, not as actively
perhaps asyounger men, but willing to take any rate of pay for any job.

It Swell known, of course, than many unions have speciflo agreements by
which substandard wage rates are paid older men. There are some notable
exceptions, of course, as In the train service brotherhoods and other railroad labororganizations.Among the reasons why this situation seems never to have attracted particular

attention Is that It is nothing new. The Increasing unemployability of the aged
has been, not a sudden shift, but a slow change. Younger men, moreover, are
usually more than willing to see their older fellows get jobs. They see the job in
Its immediste aspects and fail to see that the pressure of the older persons on the
market, taken as a whole, probably has an appreciable effect on the whole wage
structure. The usual complaint has been that these older workers cannot get
jobs. We might gain economically if we saw to it that still fewer secure employ-
ment by taking as many as possible out of the labor market.

There has been a vicious circle here; the permanent body of aged unemployed
or partially unemployed attempt to secure or retain employment on a reduced
wage basis, In order to avoid being a burden on other members of the family.
The result is, eventually to lower somewhat the general level of wages, and this
In turn sets up other undesirable Influences and results.

The harmful results of the pressure of older workers for employment have been
partially recognized by some employee groups. A number of important trade
unions have provided for payment of superannuation benefits. Several of these
unions have attempted, through the medium of these systems, to encourage com-
plete retirement of aged members from the trade. The general aim, it Is fair to
state, Is, in part, the removal of the aged from the labor market.

The unions have found this a costly procedure. Most of the funds have been
handled substantially on a current assessment basis, and It has been necessary to
Increase these assessments periodically. The end result has been a system of
union dues which constituted a detraction rather than an attraction to prospective



ECONOMIC SECURITY AOT 761
members. Some of the systems have been abandoned and it is questionable
whether any could permanently survive. One pould go much further in showing
how lack or a general social insurance program has been a major handicap for the
labor movement in this country. Failure of these efforts to provide social security
by 'he workers themselves does not, of course, mean that social insurance is
uneconomical.

There Is another side of the relationship of the older worker to the labor
market-the continued retention by older workers of jobs which could be more
effectively filled by younger men. This is of course becoming increasingly
less important for the group of 65 snd over, but it still bulks large in the minds
of persons whose advancement would be hastened by the displacement of the
relatively few old men at the top. And steady displacement of the aged group
will help regularize the intake of industry at the youngest ages.

In general, therefore, the older worker is a disrupting factor in the labor
market, both when unemployed and looking for a job, and frequently whenemployed.Under sueh conditions I submit that old-age pensions of the type contemplated

under title I of the bill under consideration would be found increasingly unsatis-
factory as the main form of old-age security.

First of all, their intimate connection with the "means" test ill prove a draw-
back. Under a situation where the problem of old-age dependency is less acute
than it now is, and particularly in the initial stages of legilation of this type,
a grant of pensions conditional upon a "means" test may be satisfactory. If,
however the attempt were made to extend this type of system to substantially
the whole of the aged population as the permanent exclusive form of old-age
security, great difficulties arise. First, the "means" test would not be a perma-
nent deterrent to making application for the pensions; claiming the benefit would
tend to become the customary practice. This is clearly shown by the experience
of other countries under noncontributory old-age pension systems. Use of the"means" test would set up certain arbitrary distinctions between the several
classes of the community, and would be apt to cause some discontent among the
more furtunate persons who are for one reason or another able to be self-
supporting. In the end thepreasure for change or abolition of the "means"
test would be strong. Nor, Ifthere were to be no other system, would such a
change be undesirable.

Second, the level of pensions, even if raised considerably above existing stand-
ards, would not be high enough to induce any considerable voluntary withdrawals
from the labor market; nor would employers be able to retire superannuated
employees without friction. Moreover the "means" test would have a bearing
ID this connection since employers in handling their personnel problems could
not, and should not, differentiate as between employees on the basis of their
private means.

Third, the rapid growth in the aged population, combined with the diminish-
ing deterrent effect (or modification) of the "means" test, would almost cer-
tainly produce a rapidly mounting volume of expenditures under the State old-age-assistance laws.

In the immediate future, the expenditures under these laws will probably not
be very great relative to what thay might become later on. What they would
be in the future, after a period of operation, is a matter upon which we may
only conjecture. The actuaries have made estimates as to what the level of
costs might be, based on certain arbitrary assumptions as to the rate of de-
pendency. Except insofar as these estimates are based on projections of popu-
lation, actuaries have no more competence to make estimates of cost than anyone
else. As a matter of interest I present a table showing the population 65 and
over as projected by the actuaries for 1940, 1945, 196.5, and 1980, together with
certain figures as to what expenditures for old-age pen,-"ons would be under
certain assumptions as to the proportion of the population in the aged group
which would qualify for these pensions, together with certain assumptions as to
the monthly average per capita pensions. These assumptions may be varied in-
definitely, according to anyone a ideas about the amounts of pensions which
should be paid and the proportion of the group which w-ill qualify.
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Estimated population 65 years of age and orer at specified years in the future with
possi ble expendifures for old-age pensions under certain assumptions

[[a milionaJ

1940 13943 6, 1980

Population and over ................................. ....... 9. 32 9.5 14. 34 17.00)
(I) 20 percent of aged population qualify; $20 per mouth aver-

age per %pita expendlture ................................ 399.2 4586 689.2 616.0(1) 20 pe rnt ao sed population quality 530 per month &yer-
sgeo pe ndtture ............................... 8 687.9 1,03.a ,84. 003) 30 percent :f aged MUtlaiM" q,.aify; 130 per monrth aive-

, age pet capita epedture ................................ 5 87.9 3 4.130) recent t aged i~:~tsl usi; $30 per month aver.
age per ca I[ts ex nature ................................ 898. 2 1,031.9 1. 545, 5 1.,83&

(3) 40 percent oZ ged optato quaif; $20 per month &yet-'
age per Ca pta espenditure ....................................... .......... 1, 378. 5 1,t12. 1

(6) 40 percent olaged ppulaton qualify; 530 per month aver-
ger capital exenditure .......................................... .......... ,04. 7 ,4A.

(7) 50 percent of aged population quality; 120 per month aver-.
age pet pte.sittuu r ................................ .......... .......... 1, 720. % 2040.0',$) 60 percent of aged population qualify; $30 per month aver- |
age per capital espendlture ................................I u.......... 8 0......... I 8 ,060. 2

For all these reasons it would obviously be unsound as a permanent policy to
contemplate exclusive reliance on old-age pension systems of the present type in
any program of old-age security. Rather, they should be regarded mainly as a
mode of meeting the emergency and leading, if proper subsequent steps are
taken, to a more adequate more soundly financed, and more comprehensive
system.

The situation we face hero is precisely that through which European countries
have already passed. The general experience In European countries can be
summarized by a brief quotation from a recent study by the International
Labor Office:

"To judge by events In the last few years, it would appear that noncontribu-
tory pensions constitute, not a permanent, but rather a transitional measure,
destined, sooner or later, to make way for pension Insurance.

"The cost of pensions tends continually to rise, partly because of the increase
in the proportion of the age.,l in the population and partly because of the pressure
which is always being exerted in favor of higher pensions, greater exemptions
and lower pensionable ages; consequently, governments find themselves after a
time burdened with a much greater charge than was anticipated at the time
when the pension was first adopted. In order to lighten their burden they
introduce pension schemes based on compulsory insurance; In exchange for his
contribution the Insured person is offered a pension free from any condition as
to means and sometimes also at a lower pensionable age, while widows may
become entitled to a pension whether they have dependent children or not."

Just as it has been necessary In Europe to turn from the noncontributory form
of pension system to the compulsory contributory insurance system, just so it
Is necessary to adopt such a policy in this country. The main questions are
what should be the specific provisions of such an old-ago-insurance measure,
and when should it be adopted.

PROVISIONS OF AN OLD-AOU INSURANCE MEASURE

The specific provisions of an old-age insurance measure ought to be framed
first with an eye to conditions which are to be met, and second, with due care that
in meeting these conditions we set in motion no further sequence of malad-
justments.

First of all, the amount of annuities to be granted should be fixed, having In
view not only the benefit of direct payment to the recipient himself, but with the
purpose of inducing as many as possible to withdraw from the labor market so as
to be rid of the depressing influence on wages; to provide for the reabsorptlon of
the unemployed, the ordinary absorption of the younger generation as they begin
to seek employment; to aid in the organization of labor by enabling trade unions
to lower their dues; and finally, but not least, to take off the backs of children
already overburdened the further burden of their parents. Nor should the ad-
vantages of the maintenance of a large and continuing stream of purchasing power
directed almost entirely to consumers' goods be overlooked.
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Under the proposed scheme employees of all ages ought to pay taxes which are

placed In the old-age fund. Young employees, generally speaking, are not so
much concerned about their old age as are older employees. While it would be
too much to av that they would generally object to paying, the taxet, nevertheless
it is true that if through their tax payments more immediate benefits would be
derived, the tax burden would be Assumed with fewer objections. An immediate
benefit which would be directly related to such contributions would be the pay-
ment of annuities sufficient to retire older persons from the labor market, opening
up channels of promotion and providing reabsorption of the unemployed. This
same process, moreover, would solve pension problems of employers which they
have been unable to meet without assistance because of the inability to finance
pensIon plans where the costs involved are not borne by competitors.

Clearly, the larger the annuity, within reasonable limits, the greater the
extent to which we will realize these subsidiary aims. I submit that from this
point of view the annuities scheduled under title IV of this bill constitute a mlili-
mum standard for such a program. Even with the aunuities as scheduled, the
full subsidiary benefits of the program will not accrue for almost a generation.
Most Individual companies have not even considered in beginning annuity or
pension plans the payment of benefits at so low a scale.

The question may be raised as to why the level of benefits in this proposed
scheme should be materially lower than the benefits under the railroad retire-
ment system created by the last Congress. Mile that system and the insurance
scheme now under consideration have certain factors In common, there is a
fundamental difference. The main purpose of the Railroad Retirement Act is
to promote efficiency and safety in the national transportation system. The
major premise in the creation of the railroad retiement system was that generally
the employment of persons over 65 fit the ralirod Industry tended to lessen the
efficiency of the system and was a stan41hg menace to the safety of the traveling
public. Hence it is provided that retirement from the industry is to be com-
pulsory at the age of 65, with certain provision for temporary continuation in
service by mutual agreement, but within a few years in no event will any em-
ployee of a railroad from the president down be permitted to continue after
attaining the age of 70. No such factor is in,.volh ed iit ihe bill now under considera-
tion. If it were, obviously the situation would be materially different. It .is
also obvious that where a legislative body by its own fiat decrees that persons
having a certain characteristic, as age, are prohibited form following their cs-
tomary occupation that decree must necessarily be accompanied by a payment
for life of an annuity which should be distinctly higher than an annuity which
accompanies voluntary retirement.

Voluntary retirement is permitted under the Railroad Retirement Act at ages
under 66 but the annuities are reduced materially in such cases. Precisely what
the relation of the annuities under the two circumstances should be is a matter
for the exercise of judgment. I submit that the ultimate level of annuities as
now set forth In the bill are at least not unreasonable as compared with the
annuities provided under the Railroad Retirement Act. Another factor which
ought not be overlooked in this connection is that superannuation in the railroad
industry I heavier, relative to total volume of employment, than in any other
comparable industry. The measures ado pted in such situation have been andought to have been related therefore to this specific problem.

But, to return to the old-age insurance system p rosed in the economic seounty
bill. TMhere are sound economic reasons why the initial earninge and pay-roll
taxes called for In the economic secuty bill should be low. Others have suffici-
ently stressed the fact that a high tax levied against the pay roll of employees
would be a barrier to future recovery. I wih to emphasse the equal undesira-
olity of high contributions from employees initialy. Such a tax would probably
result in some decline In purchase of retail goods and an increase In the supply
of funds for long-term Investment at a time when Industry has little demand for
such funds. Under the circumstances, funds could not be invested to advantage,
and the net result would be the creation of further unemployment. In Assessing
taxes against wage earners' incomes, the very heavy burdens under which they
now labor, not only because of greatly reduced incomes, but because of the heavy
burden of the support of millions of parents, should not be overlooked. Further
to burden the wage-earning class at this time might offset to a considerable degree
the advantages to be derived from this security measure itself.

The benefits as proposed in the Act to be pafd initially cannot possibly be paid
for by contributions of the persons who will receive them. For example, the
payment of an agnufty of 15 percent beginning at 6.5 would require a person fully

I1 &q v.7 -- - 4 9
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employed to set aside about 12)4 percent of his pay, with an equal amount from
the employer. No such contribution either on the part of the employee or his
employer is conceivably possible. If reasonable annuities are to be paid for, there-
fore, initially, some deficit sill be incurred which must later be met. A fun-
damental question concerns the method of mectiing the deficit.

To saddle the cost on the employees of the future seems illogical. We are now
trying, for obvious reasons, to get away from the system under which children
must support their parents in old age. In a system of this sort to assess future
employees, later on, we would merely defer the support of the aged from children
to grandchildren and charge Interest on the period of deferment. Such a result
would be exceedingly hard to justify. Nor does the case for assessing the costs
against the employers seem much better. One need not fear unduly the economic
consequences of a tax on employers to enable them to retire old workers, because
by so doing they achieve economies. But there is little tangible economy to an
employer in 1960 from a retirement some other employer made in 1915, particu-
larly if Interest on the payments In the interim be added to the initial cost

The question remains as to whether general State taxation can be defended as
a means for meeting the deficit. Judgment on this point requires consideration
of the alternatives. High contributions on the part of the employees will tend
to reduce standards of living, particularly among persons receiving relatively
low pay. Contributions by employers may be passed on either in the form of
higher prices for their products or low wages or greater unemployment. The
accumulation of funds may tend to direct to an undesirable degree streams of
purchasing power from consumers-goods industries into capital-goods Industries.
Assuming the funds which the Government would contribute to be raised by
socially desirable forms of progressive taxation these undesirable consequences
of levies on employers and employees would be mitigated provided no great
reserves would be built up. Progressive taxation has tended to grow in disfavor
in recent years on the ground that it is an unreliable fielder of revenue in periods
of depression. Such an objection has no great weight in connection with old-
age-insurance funds if adequate contingency reserves are maintained since tempo-
rary decreases In current income will not seriously endanger the operation of the
fund. Given adequate experience on which calculations could be based, projec-
tions of expenditures can be made so far in advance that a firm basis of planiug
for the future can at all times be maintained with a higher degree of accuracy
than in almost any other field.

But there are still further considerations which would justify a Government
subsidy. The Introduction of a system of old-age insurance will, as has already
been pointed out, for a considerable period of years result in great savings as
compared to a straight system of old-age pensions. On the basis of figures as to
costs which have been submitted in connection with the old-age provision of
title IV of S. 1130 and in connection with what the expenditures would be under
title I without the old-age insurance, I have calculated that if the savings up to
the year 1970 were set aside in a fund and accumulated at 3 percent Interest, the
total accumulation would be in excess of 10 billions of dollars. A similar saving
would be made by the States. These savings deserve to be recognized in any
coriside atlon of the contributions of the Government to the old-age-insurance
scheme.

I submit that it is the experience of the great majority of foreign countries that
the Government must support in part the old-age-insurance system and this
experience ought td be given considerable weight. The standard contained In the
draft convention formulated by the International Labor Office, to which this
Government has recently adhered, provides that "the public authority shall con-
tribute to the financial resources of the benefits of Insurance schemes covering
employed persons in general and manual workers." This standard was adopted
after a most exhaustive study by the International Labor Office and after a long
period of discussion by representatives of governments, employ era, and Nsorkers.

Again, It is generally conceded that a major factor in Insecu'rity is the mldis.
tributlon of wealth and Income. Social insurance may not only contribute
directly toward the provision of security, but indirectly by assisting toward the
elimination of these inequities. Finally If it Is true that the existence of a sound
social-instirance scheme is essential to the maintenance of social peace, then the
State, whose chief mission is to maintain peace within the Nation, should obviously
contribute largely to the support of insurance.

Final judgment on the whole question of the di% ision of costs among the three
possible parties-that Is, employers, employees, and the State-ought to take into
account the form of earnings and pay-roll taxes.
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The economic security bill proposes uniform rates of earnings and pay-roll

taxes at a give time on all persons and employees covered. No allowance is
made for cost differentials as between individuals. Costs will differ for different
individuals depending mainly, interest on mortality being assumed eqqal on
two factors, age and rate of wage change by age. Without going into detail three
classes of employees will pay relatively high contributions relative to their ultimate
benefits: (1) Those employees who reach their maximum pay early in life and
suffer a decline in earnings, more or less severe after middle age or even before.
This group embraces probably the majority of wage earners i we leave out of
account changes In the general level of wages which affect all groups horizontally;
(2) those who become unemployed totally or almost so after middle age. The
number included in this group seems to be increasing; (3) those who are pro-
moted out of the insurance group or who leave voluntarily, by marriage, for
example, before reaching 65. This group probably constitutes no particular
problem.

In general the uniform rates of contributions and taxes treats most unfavora-
bly those whose status is most precarious. This situtation has generally been
recognized in the formulation of systems of old-age insurance. Several devices
have been used to offset it:

(1) Give credit for some periods of unemployment in computing the amount ofannuity'.
(2) Xpply larger percentage rates of benefit to low pay than to high pay, as

has been done in the Railroad Retirement Act.
(3) Assess employees for less than half of the cost of all benefits, as bas also been

done in the Railroad Retirement Act.
(4) Provide a Government subsidy raised from progressive taxation.
The first method has probably the least effects in the direction of equalizing

since it benefits the man promoted out of the insured class as well as the person
already out of a job. The staff of the committee on economic security recom-
mended the second method and hoped, as did the old-age security subcommittee of
the Technical Board, that the deficit arising from payment of unearned annuities
initially would ultimately be provided by Government funds raised from progres-
sive taxation. Without such Government payment the other three methods will
not complettly offset the inequities of the uniform method of tax assessment.

Four conclusions seem to follow from this discussion:
(1) The initial annuities provided in S. 1130 are a minimum. Any substantial

reduction in such amounts would seriously endanger the success of the plan.
(2) A 1-percent rate of contribution divided equally between employer and

employees preferable toan initial contribution of double that rate, and the increase
of .5-year intervals Is more desirable than an increase at 3-year intervals.

(3) Total contributions in excess of 5 percent cannot be justified on the ground
of economy.

(4) Final success of the scheme will probably Involve a government subsidy
which ought to be raised from progressive taxation.

A word as to the main reasons why it seems to me essential that the old-age
system be on a national basis Is perhaps in order. Administrative and economic
considerations beth point to the necessity for national administration. First of
all, except on a purely pay-as-you-go basis rather large sums will necessarily be
accumulated even though the reserves will be far from those which would be
maintained if the system were operated on the reserve standards which private

.insurance companies must necessarily maintain.
It is unlikely that most of the Sfates coultO build up effective agencies for

Investing considerable funds. Any such investments would, of course, have a
vital effect on the fiscal policies of the Federal Government; and as a matter of
protection, both from fiscal and currency and banking policies, the Federal
Government must retain control over investments. Second, population shifts
in this country are still considerable. From the point of view of a system of
old-age insurance, the whole working life of the typical worker must be taken
into account. Shifts from one State to another will have very decided effects
upon reserves and It would be wholly erroneous to assume that the shifts would
cancel each other out Within individual States. Moreover, the shifts themselves
would effect changes in the value of benefits themselves and consequently would
be extremely difficult to deal with on any actuarial basis. Even if legislation
in 48 States were absolutely uniform, the value of an annuity of a given amount
to an individual, payabe some years in the future, would vary widely from State
to State.
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Third, under a system of compulsory contributory old-age insurance, in uhich
benefits are considerably more liberal than under existing old-age pension laws,
distinct effects on both the demand and the supply side of the labor market maybe expected. The boundaries of the labor markets, of course, do not folio'v
State lines; arut in some industries, at least, the market is essentially national.
Any &%susmpt-on that the laws of the 48 States would be uniform is probably
atsurd and would tend still further to produce disparate results in different geo.
graphical sections of the labor market. Old-age insurance is on the whole the
not costly form of social insurance. Difference in the provisions of the systems
in the several States would on the whole, tend to he a more disrupting Influence
in competitlVe situations th~an would differer.ces in probably any other form of
social Insurance. Finally, to rely on State action would mean precisely what
has been the case in most other forms of seck!l legislation-that action woulld be
inadequate and long d(layed.

It scems to ino clear that all these considerations lead to the conclusion that
the old-age insurance system not only is necessary but ought to be initiated at
the earliest possible moment. This line of rezoning also leads to the view that
while the benefit rates should start at a relatively high point, large initial con-
trihutions from either employers or employees would be tindesirahle: First, as
impeding the progress of recovery; second, as building up excessive funds, creat-
ing new investment problems and disrupting existing channels of investment;
and third, as transferring purchasing power from one set of industries to another
in an undesirable manner.

The system as set up in S. 1130 will be self-supporting for a generation at
lekst. rt does not seem to me a scriotus obstacle to the adoption of a sound
system of social insurance that the exact manner of financing the scheme 40
years hence cannot be determined accurately at the present time.

I wish to point out that until a system of this sort is started all caeculations
as to costs and expenditures, and hence all the fundamental aata on which a
sound decision can be made, are based on assumptions which are open to a large
margin of erkor. It may be of some value to enumerate briefly the type of as-
sumptions which have been necessary to arrive at the acturlal estimates which
have been submitted to this committee. These estimates have been made by
competent actuaries and have been subject to the scrutiny of the Advisory
Board whose professional competence is beyond question. Other actuaries
would perhaps arrive at somewhat different results. It is only fair to these
actuaries to say that they realize the calculations contain assumptions which
may prove wide of the mark, and that they are of a fundamentally different
kind from those which actuaries are called upon to make In connection with
fixing premium rates and making valuations for private insurance companies.

First of all, these estimates involve a projection of the total future population.
This projection was taken largely from the studies of population experts such as
Drs. Thompson and Whelpton, of the Scripps Fo [ion for Population Re-
search, and Dr. 0. E. Baker, of the Department of Agriculture. It has been
assumed that'the population will rise gradually to 150 million in 1976. On the
basis of this first assumption age distributions have been projected on the basis
of the 1930 census witla the assumption that the mortality among white males
in the population In the period 1920-29 will apply to the whole population in
the future. This makes some slight allowance for improved mortality. It has
been assumed that initially the insured population would be about 33 million and
would rise by 1980 to approximately 48 millions of persons. It has been further
assumed that in the early years of operation of the system, 33 percent of the
population 65 and over would qualify for annuities under it, and that this pro-
portion would rise gradually to 60 percent. It has been assumed that the
changes in salaries and wages by age would be such that the cost calculations
couldbe based on the assumption that salaries remained constant.

It has been further assured that the net immigration would be 100,000 per
'cart distributed as to age according to imigration in recent years and that

surwivorship of these immigrants could be determined on the basis of the same
mortality table as was used in the other calculations. And, finally, it has been
assumed that interest would be earned at the rate of 3 percent per annum on any-
accumulated funds. All aUowance for shifts in and out of Insured occupations is
implicit in these foregoing assumptions.

The calculations which have been presented could not have been made at all
without some assumption, Implicit or otherwise, on all these points; and there will
be no serious disagreement as to their reasonableness. In the absence of a system
of old-age insurance which would yield data permitting specific measurements oY



ECONOMIC SECURITY ACT

each of the factors involved no better estimate could be made 5 years from now.
But until the system of ola-age insurance yields its own data here can be no
competent final determination of the financial foundations for this or any other
scheme of old-age insurance. We can proceed as soundly today on measures of
this sort as we can 1 year, or 5 years, or 10 years in the future.

The CHAIRMAN. Miss Helen Hall.

STATEMENT OF HELEN HALL, NEW YORK CITY, PRESIDENT NA-
TIONAL FEDERATION OF SETTLEMENTS, DIRECTOR, HENRY
STREET SETTLEMENT, MEMBER, ADVISORY COUNCIL TO THE
COMMITTEE ON ECONOMIC SECURITY

Miss ]hALL. In time of war, when it is a matter of risking life for
one's country, we do not leave it for each State to decide whether, or
how, the risk be taken. As an American, not as a Virginian or Now
Yorker, the soldier risks his life. No other hazard, not war itself, so
menaces family life and casts a shadow over the lives of children as
economic insecurity, and when it conie s to this greatest risk of life
and happiness, we should not leave the terms of protection solely to
the States. I urge that in the provisions of the Wagner-Lewis bill,
the unemployed man be given fuller protection by his national
Government.

This is not an emergency act but one which tries to deal with a
permanent disability., Not only have the hard times made us con-
scious of that need, but they have shown us how our failure to meet,
it in normal times has compounded misery in bad. Neighborhood
workers live close to working people in all their vicissitudes. Ever
since 1928 the Settlements have made Nation-wide studies of the
results of unemployment on families in the United States and hax~e
also studied the effects of the English unemployment insurance sys-
tem on British workers and their families.

On April 1, 1930, 1 was asked to bring the results of an inquiry into
unemployment in good times, made by the National Federation of
Settlements in 1928-29, to hearings before a Senate subcommittee of
the Committee on Commerce, which was then considering the Wngner
bills of that day on public works, precise information on unemploy-
ment, and the establishment of a national employment service system.
Senator Wagner has been a pioneer in this field, and we have been
deeply appreciative of his leadership throughout the years when it
was hard to get a hearing for our unemployed neighbors.

Last year we testified in favor of the agner-Le wis unemployment
insurance bill, strongly urging its enactment. Today re recognize the
Wagner-Lewis economic security bill as a great advance over the past
in many of its provisions, but we feel that the section dealing with
unemployment is a stop backward.

I should like to incorporate at this point a resolution passed by the
board of directors of the National Federation of Settlements, with
members present from Chicago, Boston, Philadelphia, Columbus,
Detroit, Wilkes-Barre, Orange,[Pittsburgh, Cleveland, and NewYork.

Be it re~olred, That we endorse the security prograin of the Roosevelt adminis-
tration, embodied In the new Wagner-Lewls b llfor unemployment Insurance.
The first Wagner-Lewis bill for unemployment insurance, Introduced last year
with the backing of the administration, provided for a 5-percent pay-roll tax'and
for national standards below which the States should not fall. The present bill
is a step backward at both points. It provides for a 3-percent tax, and carries

/.
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no standards whatever as to amount or length of benefits or as to other factors
which must be laid down if the workers of the Nation, as a whole, are to get
protection through unemployment-insurance compensation.
c The report of the President's Committee on Economic Security recommended

a cooperative Federal-State system, which permits variations in State laws but
insures uniformity in respects in which uniformity is absolutely essential." But
what are the absolute essentials set in the new Wag ner-Lewis bill? The bill calls
for a niform pay-roll tax on all the employers of America so that the employers
of an- one Statemav be protected against unfair competition from the employers
in otfer States should they set a lower tax or none at all. The bil. caIs for pro-
tecting the funds raised b y placing them in the hands of the Federal rreasury.
But this is where national uniformity stops. So far as the protection of the
unemployed themselves is concerned, the States are left free to experiment.

The acturial tables put before the States as a basis for their experimentation
indicates that the 3-percent pay-roll tax proposed will afford only 15 weeks
coverage at half wages provided that first the unemployed worker must go
through a waiting period of 4 weeks without benefit. 'these actuarial tables
show that on a 5-percent tax base, the waiting period can be cut down to 2 weeks
and the benefit period raised to 30.

We believe that nothing less than that coverage will make unemployment
compensation practical as a first line of defense for American workers. Without
such standards, we will be forced to combine relief with unemployment insurance
in order to meet family need in many cases.

The Wagner-Lewis bill provides for Federal aid in the case of child health,
health services, dependent children; crippled children, old age. Why draw the
line at the greatest hazard of all-inecurity in employment?
We believe that national minimum standards of protection, below which na

State can go, are the crux of Federal legislation in this field. We believe that
the Federal pay-roll tax of 3 percent on the employers of each State should be
matched by a contribution of at least 2 percent from the Federal Treasury itself,
so that through the income tax all of us will share in meeting the cost of that
security, and stability in our economic life, on which all of us depend.

New York, January 26-27, 1935. hIELEN hALL, Preident.
LILLIE PEcK, Secretary.

It is a common belief that it is wiser to make a start., even though
a poor one, with the hope of working toward something better.
However, in this instance, the provisions for unemployment compen-
sation in the draft of the Wagner-Lewis bill before you, are so inad-
equate and will lead to such great inequalities in protection that
many of us would question whether they will not discredit this form
of providing economic security. The bill should not stop with
employing the force of congressional action to keep the funds raised
in Federal hands and to insure that all employers will be subject to
the same tax. These are money provisions. We are dealing with a
risk borne by men, women, andehildren and how to safeguard their
livelihoods against it. Along with these funds and tax requirements
should go certain minimum standards, if unemployment compensation
is to mean anything as a Nation-wide protection to the workers of
America agajist a hazard which knows no State boundaries. Mini-
mum standards covering at least length of benefit, amount of benefit,
length of waiting period, qualifications for benefit' the maximum
wages to be covered by this act, the claims of part-time workers and
of employees who move from one State to another.

To allow the State to keep the 3 percent tax without assuring
without assuring these rights to the workers, seems a denial of tie
purpose of the bill. For example, a weekly benefit so low that a
family getting it must turn to public relief or private charity to make
ends meet would most certainly defeat one of the objects of the
measure-that is, to supply self-respecting protection against -a
hazard over which the worker has no control and which thus far, in
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the large, has proved uncontrollable. So long, as it exists and is
uncontrolled unemployment compensation is one way of adjusting
the loss so that the unemployed themselves and their children shall
not bear the whole burden of lost earnings, with resulting depreva-
tion and misery. We are doing this, however, in name only if the
compensation is totally inadequate.

As an illustration of the need for national standards, take the
present New York bill. Last year when the minimum benefit, nf $7
a week was put in the Wagner-Lewis bill, its inadequacy was sharply
challenged. It was argued at that time that it could be no higher
because of the low wage rates in the South. It was assumed and
said that the industrial States of the North where wages and the cost
of living are much higher would, of course, provide a minimum above
that set by the national law. As a matter of fact the official bill
introduced in this year's session of the New York legislature has a
minimum not of $7 a week, but $5. If in the absence of national
standards, one advanced industrial State sets a level so low, one
wonders what the minimum in industrially backward States will be,
with no national standard to hold to.

I have spoken of the inadequacy of benefit in the amount which
may throw families partially on relief. There is the further inade-
quacy in length of benefit which when workers have exhausted their
rights, -%ill throw families, whose savings are spent wholly on relief.

Statistical tables prepared by the technical staff of the advisory,
council on the basis of censuses of unemployed from 1922 to 1933
went to show that in "good times" 54 percent of the unemployed
wage earners would have fallen outside the 15 weeks' benefit period
said to be provided by a 3 percent pay-roll tax. Twenty-six percent
would have fallen in the 4 weeks' waiting period and 28 percent would
have exhausted their benefit. While we have yet to accumulate
comprehensive statistical information in regard to unemployment,
what we have would seem to indicate clearly that a large share of the
unemployed in normal times would be without protection on a 15
weeks' coverage. That 15 weeks is an estimated actuarial average
that, taking the country as a whole, could be supplied from a 3-per-
cent tax. States with little unemployment might be able to increase
it, but that would mean other States'would be obliged to cut it down
if their funds were to remain solvent. It is too short for security
and short as it is, it is nationally uncertain under the bill.

An Ainerichn innovation, as far as ideas go, is the recommendation
of the Committee on Economic Security that there should be "work
assurance" after the unemployment compensation of a worker is
exhausted. Such work benefits as are to be supplied by the
$4,000,000,000 appropriation for emergency employment. The
Wagner-Lewis billidoes not indicate how such a plan is to be welded
into tle various State compensation experiments. Those of us who
are closely in touch with the unemployed people of our neighborhoods
feel strongly that work is preferable to either insurance or relief, but
that so far it has not proved flexible enough or sure enough to be
offered in the place of unemployment compensation for a long enough
period to count. Certainly lack of program in the Wagner-Lewis
bill would give no sense of security on this point. At best the
American work benefit would take over at the point where the
compensation stops, just as the extended cash benefits of the British
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system take over where its straight insurance coverage stops. But
the straight insurance of the British system runs not for 15 weeks, as
is proposed for our compensation plan, but for 26.

Our British inquiry showed us what this long benefit meant to
English families, and our American studies in 1928 and 1929 showed
that Americans needed the same length of protection. This was
true of the families of breadwinners engaged in long hard search of
jobs, whether their unemployment was due to mechanization or to
business failure, to trade shifts, style changes or the other industrial
changes that throw wage earners in the street. If you follow the
footsteps of the unemployed, you find that they need time and a rela-
tively free mind to find new jobs, and to swing into new trades. As
an English workman put it to me, "I don't see 'ow without countin'
on tea in 'is stomick and a roof over 'is 'ead, an American 'as the
'eart to find 'imself a job."

You and I might differ as to the amount or length of benefit to be
set at the start, but I hope that we should not differ in that, if we
are framing a national system, we should not have it sag in this State
or that to a point that will disgrace the whole program. For instance
to wait 2 weeks for compensation benefit, to begin in one State and
perhaps 2 months in another would seem from the workers' standpoint
an unreasonable concession to experimentation. Greater extremes,
of course, are possible all along the line.

One outstanding advance in the Wagner-Lewis bill of today is that
it requires that in States that permit plant accounts, I percent of the
3-percent pay-roll tax must be paid into a State pool so as to safeguard
the workers of the State when an establishment exhausts its reserves
and cuts down its force. But such a State might nevertheless keep
its benefits so low and pay them for so short a time that its en'loyers
might quickly build up the legal reserves that would enable ihem to
drop off 2 percent of the pay-roll tax and continue only with I percent
into the underlying State pool. Not only would the workers of that
State be left with negligible protection, but the employers of other
States would have to contend with unfair competition.

Minimum protection should not vary from State to State so that
while unemployment compensation is a real protection to family life
in some parts of the country, it becomes a farce in others. At best
under such a system the unemployed are bound to bear the major
part of the wage loss, and what we are concerned with is to work out
something dependable through compensation to cover thb rest..

Once more I urge that in the provisions of the Wagner-Lewis bill
the unemployed be given a fuller protection by his Government
against a hazard which, more than war itself, menaces family life
and casts the shadow of insecurity over the lives of children.

The CHAIRMAN. Thank ,you very much. Is Mr. Kolb here?
Mr. KOLB. Are you going to adjourn the session for lunch and

then come back in later?
The CHAIRMAN. No; we are going to adjourn very shortly. If

you have a statement that you can put in the record, Mr. Kolb, I
would be glad to have you do so.

Mr. KOLB. I do not care to do it that way, because some of these
questions ought to be heard and therefore commented on at this time.
It is a question of choice with you, of course.
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The CHAIRMAN. Well, we are going to adjourn here in about 3 or
4 minutes. We have a number of witnesses on the calendar for
tomorrow, but if we can get to you tomorrow we will do it.

Mr. KOLB. I would prefer to do it that way.
The CHAIRMAN. Is Mfr. Ogburn here?

STATEMENT OF CHARLTON OUBURN, COUNSEL TO" AMERICAN
FEDERATION OF LABOR

Mr. OGBURN. Mr. Chairman, I am appearing, in addition to my
interest as a citizen, also as legal counsel to about 1,600 labor organ-
izations and international unions aflihated with the American Fed-
oration of Labor, to whiClh I am also legal adviser, and I appreciate
the privilege which I would like to use in confining myself, in a few
minutes to the unenp loyment-insurance features of this bill.

The CHAIRmAN. All right, Mr. Ogburn.
Mr. OGBuRN. As I go about the country I am deeply impressed

with what is really an un-American trpit that is developing-and
that is fear, that seems to permeate the ranks of the workers, which is
occasioned by their tenuous employment and unemployment. I
think I can relieve some apprehension that I meet occasionally that
the worker does not want relief. The workers want work. Many
of them will take short hours rather than go on relief.

What we do need in this country is security, a security that, will
bring back the American spirit that I find lacking in many quarters.

I testified before a Senate committee about a year ago and made
the statement that I thought that perhaps the N. R. A. bill, if made
permanent, might become the most important measure ever enacted
byan American Congress. I think I can refine that forecast some by
saving that it may well be that President Roosevelt may go down in
history for this social-security measure more than for any other
measure enacted during his adnminist ration.

I think that that may be the case with Lloyd George. One of the
leading American correspondents, familiar with British legislation,
who was the representative of every American newspaper for 12 years
over there, has made the statement that Lloyd George, because of
the fact that-he enacted the British measure in 1911, may be known
more for that even than for his career as prime minister during the war.

The CHAIRMAN. It is your opinion that the general principles of the
bill are good?

Mr. OOBURN. Yes. There are some desired changes, of course.
I think this is not only an emergency measure but it is a measure
of such utmost importance that time ought to be taken to study it.
and to bring forth a bill that will be a real credit to social security nd
which will possibly not discount some of the objects to be achieved by
this bill.

Senator COUZENs. Have you any suggested amendments to make?
Mr. OOBURN. I have a number. President Green of the American

Federation of Labor, I believe left with you a bill.
The CHAIRMAN. He left some suggested amendments.
Mr. OOBURN. Yes; which I would like to suggest, or at least urge

upon you reporting out a substitute bill. We are not at aH satis.
fied with the method of raising the funds, the method of taxation by
which those funds are raised. We are certainly not satisfied with
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the lack of standards imposed on States for obtaining the benfits of
the Federal funds. We think in both of those respects it should be
changed.

I think myself that a tax on pay rolls as outlined in the bill, is
likely to be entirely inadequate and I think will prove to be unsound.
I think the collection of pay-roll taxes is going to be cumbersome.
There are two pay-roll taxes, I believe in the bill, and I think still a
third under State reserves. The graduated tax is likely to prove
insufficient.

The pooled funds, the pooled reserves I think are likely to work a
hardship. There are certain industries that I may brng to your
attention. For instance, the electric railway industry, where the
pay rolls are very large indeed. Most of the operating cost of the
electric railways are labor costs. The employment in electric rail-
ways is fairly stable in the summer and winter, there is very little
change in the number of motormen and conductors. That pay-roll
ciarge would be very large on electric railways. If that is pooled,
for instance with the funds, or the pay-roll tax on the beet-canning
industry, which operates only a few months a year, we would have
the electric railways contribute funds to support the unemployed in
the beet-canning industry, where unemployment is very large.

Senator COUZENS. Do you believe in the Wiisconsin unemployment
insurance plan?

Mr. OBUvnl. I believe, Senator, in a Federal tax rather than a tax
on pay rolls, I mean as a supertax on incomes. I think we have accom-
plished two things or three things that way. I think we would raise
an adequate sum and I think we could do it without a great, cumber-
some machinery, tax-collecting machinery. The tax-collecting ma-
chinery on income taxes is great enough as it is.

Senator COUZENS. Do you think it can be created for a specific
purpose?

Mr. OOBURN. I think it could he created for a specific purpose. I
think the third object accomplished by it would be a remedying of one
of the greatest social financial, and economic ills of this country; that
is, the building up of huge cash reserves by very large corporations.
I think the supertax, income tax would tend to keep the funds in
circulation and prevent their being accumulated in large holdings of
these very large corporations.

Senator COUZENS. Have you given any consideration to an excess
profits tax?

Mr. OOBURN. I think that would probably be the best method
both from the point of efficiency and the point of financial and social
soundness and reasonableness. I would like to supply you with a
number of copies of this substitute bill.

The CHAIRSMAN. We have them, Mr. Ogburn. I was going to sug-
gest to you, Mr. Ogbum, if there are any particular things that you
want to add to your statement, if there are any further suggestions
in elaboration of your views, we would be glad to put them in the
record.

Mr. OOBURN. May I have that privilege? Then I will send it na
tomorrow. I feel that there are some further facts that I would like
to bring out.

(Additional statement by Mr. Ogbum follows:)
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STATEMENT OF CHARLTON OOBURN, NEw YORK, N. Y., FEBRUARY 12, 1935

Ir. Chairanzo and member. of the commiffee:
I air grateful for the privilege of addressing myself briefly to the uticinploy-

ment-insurance section of this bill, in which I am deeply interested, not only as a
citizen, but a. a legal counsel to about 1,600 labor unions and their international
organizations affiliated with the American Federation of Labor, to whom I aim
alis counsel.
A I travel throughout the country, advising with union workers, I ama deeply

impre.-ed with the spirt of fear which is becoming prevalent among all workers,
a very un-American spirit, but one which is naturally occasioned by the insecurity
wlich comes from the tenuous employment these workers have and from their
knowledge of the unemployment of 10,000000 of them.

No greater accomplishment can be made by this Congress and this Adminis-
tration than to restore to the workers of America a feeling of security.

In a statement before a Senate committee a year ago I made the hasty predic-
tion that the N. I. It. A. Act, if made pcrmanient, might well become the moStimportant piece of legi-lation ever enacted by an American Congress. I make time
prediction today that President Roosevelt vill be known in history for his spol-
soring and introduction of the Economic Security Act rather thani for any other
act of his administration. There ii an analogy to [.loyd Geo)rge, who, in 1911, was
responsible for the enactment by the British Parliament of the British unemaplov-
ment-insmurance measure and whose place in history may rest more on that achieve-
went than on any other. May I quote from a friend of mine who for 20 years has
been one of the best-informed American newspaper correspondents in f-nurope:

"What is hard to explain in a country without a working security system is
the difference it makes in the state of mind of a country. Tim mental ,aekground
of the British is more peaceful than ours, not because of pride in the rising level
of Immunity, but because of the greatly enhanced safety. The social system, they
fe.l there, has been fundamentally rebuilt though they still have a capitalist
societv. What is more, the security system is regarded'not as a transition to a
new socialist order it as essential to the preservation of capitalism. The
establishnient of the system is recognized as the biEgest thing the country has
done in a generation. And many believe that Lloyd Ceorge, who is more responsi-
ble for it than any other individual, will be placed higher for it in history than for
his leadership In helping win the war. And from conversation wvith hni on this
point I can say that he thinks so himself."

The tremendous importance of this Economic Security bill should Insure its
careful consideration by this committee. It is not an emergency measure. It is
agreed that time will be required for its proper introduction and for administrative
procedure. The experience of other nations over many years in unemployment
insurance can well be studied to advantage by this committee. I spent 2 or 3
years in Europe out of the past 9 years. I realized in European countries that
unemployment insurance is now taken for granted and is necessary legislation.
The experience of these nations should certainly be made use of by this committee
In reporting out a bill.

Time present bill, S. 1130, is excellent in many respects but In its Unemployment
Insurance Section it has serious defects which by all means should be cured before
the enactment of the bill. To those who say that a half of a loaf is better than
none, I reply that a legislative act sound in principle and desirable in its objectives
may have defects that may well bring abot its failure.

First of all, the method of "finding the funds", as the British say, as provld-d
for in title VI, section 601, will likely prove inadequate and economically unsour d.
This section provides that If the Industrial production averages for the year
ending September 30, 1935, are not more than 84 percent of the average for the
years 1923-2.5, the tax then for the coming year would be only 1 percent of the
employer's pay roll. Selection of the years 1023-26 as 100, although justifiable
for certain figures cornplied by the Bureau of Labor Statistics, may rove a very
unfortunate selection for the purposes of this task. With curtailed production
under many of the codes, with a greatly decreased foreign trade in which there
is little present prospect of improvement, and w-ith production for 1934 only 2
percent above 1933, it Is conceivable that the 3-percent tax might not be reached
for many years. A more adequate provision would be a straight tax of 5 percent.

This committee, If it uses pay-roll tax, in our opinion, should consider nothing
less than a straight 5-percent tax.

The constitutionality of this method of raising the funds has been attacked, I
believe, by the counsel for the National Association of Manufacturers. I would
like to submit 4o your committee a brief on the constitutionality of this tax.
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The power of the Federal Government tax is very exclusive and is inherent In
every sovereignty: The Constitution, article I, section 8, expressly confers upon
Congress the taxing power: "The Congress shall have power to lay and collect
taxes, duties, imposts, and excises, to pay the debts and provide forthe common
defense ard general welfare of the United States; * * *", and here must be
found the power to impose the tax provided for in the social security bill.

The Supreme Court, except for a brief period prior to the Civil War, has laid
no serious restrictions to the power of the Congress to lay and collect taxes for
"the general welfare" of the United States.

I recommend, however, to this committee for its consideration another means
of raising thd funds for the payment of the pensions and unemployment insurance
provided for in this bill. A pay-roll tax is extremely difficult of collection. An
army of accountants is already necessary for the collection of the income tax.
Another armv of accountants would be necessary for the collection of this tax and
for checking the accuracy of pay-roll records. Much of It would be a duplication
of the work done in collecting the income tax.

A better method, it seems to me, of raising the funds is by having payments
made directly from the proceeds of the Federal income tax increased by an excess-
profits tax or a surtax on corporations in the higher brackets. This surtax, in
addition to providing these funds, would tend to remedy one of the greatest
social and economic evils in America the accumulation of huge funds by large
corporations, and the tendency to hold these funds In the banks instead of keeping
them in circulation.

The income tax is also admittedly constitutional. Not even the counsel for the
National As., ociation of Manufacturers could dispute its constitutionality.

The provision In the present bill for the pooling of company funds seems to me
inequitable. For instance, in the electric railway industry, employment is stable
with small turn-over and uniform throughout'the year, with the labor costs
reprcsentin~a very high proportion of the cost of operation; therefore having large
pay rolls. Should there be a 5-pereent tax on the pay rolls of these electric rail-
ways to provide for unemployment insurance in the pea-canning industry where
employment is seasonal, or in the automobile industry where there is a large
turn-over?

I would like to have the privilege of submitting to you, as the best means of
bringing to your attention the changes I urge in this measure, a substitute bill,
with the urgent request that your committee carefully consider the improve-
ments, as I believe them to be, and report out the substitute bill instead of the
present bill. The main hnrges In the substitute bill are as follows:

1. Grant-in-aid to States with no credits or rebates to employers.
2. Minimun standards required of States in their unemployment comnpensa-

tion laws before being permitted to receive Federal allotments or grants, pro-
vided for in section 406 of this act, additional to the requirement in sections 407 and
602 of this act:

(a) Waiting time shall not be more than one week;
(b) Unemployed insured may draw compensation for 26 weeks if unemployed

and unable to obtain work-
(c) Unemployed insured to receive during these 26 weeks, or any portion

thereof he ii unemployed or unable to obtain work, 50 percent of his normal
wages with a maximum of $15 a week;

(d) Which does not permit a company or industry "pooled" fund;
(e) Which does not permit a company or industry reserve or separate account;
(f) Which prohibits compulsory contributions by labor.
3. Federal funds to be raised by a straight 5-percent tax on pay rolls.
4. Striking sections 607 and 603 of the Wagner bill, S. 1130.
On the old-age provisions I have reduced the years by five, with the ago limit

of 60 by 1910 and with the compensation initiated at 65.
I have provided that at least one member of the Social Insurance Board shall

be appointed from the ranks of labor.
There is a very close relation between unemployment insurance and collective

bargaining. Unless workers are to have the benefits of collective bargaining
through their own self-organization, which they will have if this Government
will prevent the employers from interfering with that right, then workers will
be able, not only to prevent a pay-roll tax from being taken out of their wages,
but will be able in many ways to aid in the administration of this measure. The
enactment of a law preventing employers from Interfering with the organization
of employees for collective bargaining is therefore a proper corollary to the enact-
ment of an economic security bill.
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This bill a- drawn with no standards required of States and with the rebate
or credit of 90 percent to employers makes what will be quite a patchwork of
Federal-State unemployment insurance laws. We could easily have 48 different
systems, many in conflict ith one another, working injustice to the unemployed
instead of operating for their benefit and entailing a great deal of confusion.
State lines do not bar the removal of workers from one plant to another. The
mobility of labor in the United States is ':ey gteat. Steel workers go easily
from Ohio to Pennsylvania; automobile w-jrkers frum Michigan to Wisconsin.
What we need is a uniform Federal statute with the subsidy or grant-in-aid to
States with minimum standards required of these States so that we will not
have this hodge-podge or patchwork but a uniform law.

The CHAIRMAN. Thank you very much. Mr. McCulloch.

STATEMENT OF FRANK W. McCULLOCH, REPRESENTING CHICAGO
WORKERS UNEMPLOYMENT COMMITTEE

Mr. MCCULLOCH. Mr. Chairman, I represent an unemployed group
that you are attempting to deal with and perhaps their suggestions
%%ill not be completely without value.

The CHAIRMAN. Whom do you represent?
Mr. MCCULLOCH. The Chicago Workers Unemployment Commit-

tee's group in Chicago, composed of some.35 locals there. Of course,
their paid-up membership is not large, they haven't enough money.
They are affiliated with the Illinois Workers' Alliance, which is the
largest State group of organized uneml)1oyed, composed of sonic 235
locals throughout the State of Illinois, and they are intensely interested
in the whole problem of social security and the matter of unemploy-
ment insurance.

The CHAIRMAN. Do they generally endorse this measure?
Mr. IMCCULLOCII. They endorse the principle of social security,

but they are far from satisfied with what the bill proposes to do.
I think the Senate should realize that and should appreciate that it is
going to be hard to make any such proposition prevail unless it does
meet with the approval of these groups of unemployed.

I think if you have examined the bill which is commonly called
the "Lundeen bill", which provides for a system of immediate
benefits, you would know the passage of this measure is not going to
allay greatly the disappointment of any of the citizens of this country
and their feeling that there is nothing that is promising to them for
immediate security.

We talk a good deal about building a first line of defense. The war
is now on. To be sure this bill may provide only for some future
war. You may say it is the business of the people to deal with future
wars now, to provide now for future wars, but we think we should deal
with the war that is facing us now. The bill which is now up reports
to deal with the provision for jobs for no more than 3_ ni ion, out
of the conservatively estimated 11 million men in the country who are
now without employment.

The CHAIRMAN. So your organization is in favor of the Lundeen
bill but not in favor of this bill?

Mr. MCCULLOCH. That is correct.
The CHAIRMAN. Have you a further statement to elaborate your

views? Have you a statement in printed form?
Mr. MfCCULLOCH. No, sir; I have not. I have come to Washington

on very short notice and I have not had an opportunity to prepare a
statement. /
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The CHAIRMIAN. We will give you the privilege to elaborate your
views, if you prepare them in writing and hand the statement to the
clerk. We will see that it is placed in the record.

Mr. ICCULLOCH. I will be glad to prepare a statement.
May I second what has been said about the inadequacy of dealing

with future needs. I appreciate that is all you are attempting to do
here. I make the point that you must deal with present needs unless
you want the unemployed to become impatient. I find an increasing
sullennesslon the part of my group. No social-security legislation
that is designed to do anything that does not deal with the present
will diminish this sullenness.

I want to stress the high standards that should be set up. The
standards should be set up in such a way that the States will not be
able to set up such inadequate provisions as will not comply with
the present condition of the people in the country. Now as to the
necessity of setting up high standards I recommend'that the committee
itself exainie some of the hearings of the House Subcommittee on
Labor, which has been taking the testimony of groups supporting the
Lundeen bill, in order to test the sense of the people and their temper,
because it is terribly important that we attempt to deal with the pres-
cut insecurity.

(The statement previously referred to appears here:)

Sr.sT,,sr.wir or FRANK W. MCCULLOCH, CHIAI'N CHICAGO WORKFs Coil-
SU1TTEE ON U\SwroyMsI'i"Xr

Tho organization which I am repros-enting in this hearing is composed of i1n.
employed and part-time workers in the city of Chicago. It numbers some 35
different local uni

t
s and is affiliated with a State-wide federation of the unei-

ido ,ed, known as the "Illinois Workers Alliance". This State organization in-
ClUIeS snore than 225 local units numbering more than 50,000 inen and women in
its membership, all of whom are deeply concerned about the security program
now being presented to the Congress.

The unemplo' ed heartily endorse the principle of social responsibility for the
burdens resulting from unemployment and the other hazards for which provision
i made in the Wagner-Lewis bill. We are convinced that no private method ef
dealing with this problem of economic insecuritv can be adequate to the need.

While supporting the basic purpose of this bill, however, no are con% inced that
without fundamental revisions it will fail tradcally in meeting the presently
exi-tng situation. It is commonly referred to as furnishing merely a first line of
defense against the calamities of the next depression. The hardships and
miseries of the present depression, however, are so keenly felt by millions of our
men, women, and children that they will be. intensely dissatisfied with any
program which does not seek to provide immediate protection against the hunger,
privation, and haunting fears which are their daily lot.. We earnestly urge upon
yoi, therefore, the consideration and enactment of amendments which will
provide for immediate security as well as security against future catastrophes.
Anything le-s would be a mockery of the purposes which this bill proposes to
serve, as well as a cruel disppointment to masses of the working people who have
Ieen promised help in their present difficulties, as well as insurance against their
future needs.

This principle has been embodied in legislation now pending before the House
of Representatives commonly known as the "Lundeen bill" (11. R. 2827). The
Chicago Workers Nommittee has endorsed the basic provisions of this bill and it
is receiving the support of a growing number of organizations of unemployed and
employed workers throughout the country. You may feel that the provision of
Immediate security is beyond the proper scope of the legislation before this
committee. Perhaps you believe that the $1,888,000,000 Public Works program
sought to be initiated by other pending legislation makes an adequate program
for the Immediate relief of the unemployed. There is positively no justification,
however, for such a feeling. The program does not purport to ph)% ide work for
more than about a third of those presently unemployed for the limited period of
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I or possibly l% years. Meantime, the remaining 7 i million persons not given
work must continue to subsist upon the meager doles now provided. If you be-
lieve that this subsistence Is either adequate or humane, if you do not understand
that it is destroying American standards of living, if you do not appreciate that
it is causing incalculable human suffering and creating unheard-of economic
wastes due to our failure to employ this large supply of willing labor, I invite your
careful study of the distribution of relief in abno.t any part of this country and
the disastrous effects already apparent.

Above all, the great mass of the unemployed of this country want jobs. Our
desire for an opportunity to earn vur living, in a decent, self-respecting, American
manner, is paramount. In view of the inadequacy of the present job program,
ho.vevcr, the enactment of a security program which makes immediate provision
for the needs of our families is essential, lf wide-spread suffering and smouldering
discontent are to be avoided.

It has been encouraging to have the Federal Government plan positive action
to alleviate the hardships resulting from future insecurity. But here again the
unemployed are convinced that the Wagner-Lewois bill in its present form does
not make adequate provision. An undue reliance is placed upon the various
States of the country to enact separate and sufficient security legislation. Some
States are unable to do so. Others are presently unwilling. Such State systems
as are initiated within the terms of the present bill may vary radieaUy in the
protections which they set up. We are convinced that if an adequate potection
against the risk of unemployment is to be created there must at least be certain
minimum standards set forth in the Federal legislation. Such minimum stand-
ards should cover the amount of the benefits to be paid, length of the waiting
period, length of the period for payment of the benefits, and qualifications for
compensation. In this connection we believe that the benefit provisions recom-
mended to the States by the Committee on Economic Security are not extensive
enough to guarantee the maintenance of a proper standard of living over a
sufficient period of time. We hope that the bill may he amended to include
minimum standards in line with those set forth in the Lundeen bill previously
referred to. Nothing less than a Nation-wide system for such substantial pro-
t-ction to American laborers can insure a fair or adequate treatment of this
problem.

All of you doubtless feel a very deep concern over the situation to which I have
referred. Perhaps all would be willing to consider a more extensive program such
as I have suggested if you felt that there were resources available for such a
purpose. May I remind you, however, that there are other sources of funds
which are not mentioned in this bill, which very readily occur to many American
workers. We read, with what emotions I shall not attempt to describe of
increasing Individual and corporate incomes In the higher bracket$, as reporteM by
the Bureau of Internal Revenue; we see rising prices and a scale of wages, which,
in terms of buying power, is actually falling. As the emergency becomes greater
and the maldistribution of wealth increases, it seems obvious that a considerable
measure of support for the payment of immediate benefits to unemployed workers
should be derived from sharply increased Income, inheritance and gift taxes.
Our organization is convinced that the system of protection which is set up in
this security legislation should provide for a fund which Is made up, at lest in
part, of State contributions derived from these sources. The justice of this
proposal Is equaled only by its soundness from the point of view of the total
economic situation In the country today. No other presently accepted methods
can be as effective in the necessary building up of purchasing power without
reducing it at some other point.

When the unemployed hear of the difficulties which you face In planning for
such an extensive and Immediate security program, they also remember the
fabulous sums that are appropriated by each Congress In the preparation for
wars against other nations. To us the war against human suffering within the
borders of our own country is of far greater significance. In view of the inade-
quate preparations for that war up to the present time it is no wonder that
impractical propsitions like those of the kindly Dr. Townsend evoke wide-spread
popular support. It is for you, however, to make fundamental revisions In the
present security act to speed its effectiveness and make more nearly adequate its
much-vaunted protection. You should appreciate the growing sense of dis-
illusion on the part of increasing numbers of hitherto patient American working
people. I urge you, therefore, to respond to the Imperative need, with a broad-
ened legislative program for security, drawn up on the lines of the Lundeen bill.
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The CHAIRMAN. Thank you very much. There was a request
made by Mr. Irwin that sone of these gentlemen here with him be
given the privilege to speak. Is Mr. Sinclair here?

STATEMENT OF S. MERWIN SINCLAIR, PRESIDENT OF EXECU-
TIVES OF STATE COMMISSIONS AND STATE AGENCIES FOR
THE BLIND, AND PENNSYLVANIA COUNCIL FOR THE BLIND

Mr. SINdLAIR. I appreciate very much the privilege which you
are giving me here in extending the time of the committee, and I
will be very brief.

As members of the State Commission we are interested not only in
services for those who are blind but also tremendously interested in
the services for the prevention of unnecessary blindness. So we are
heartily in support of the three amendments suggested by Mr. Irwin
and Mr. Cams, the one referring to the section of the bill on old-age
assistance, making this assistance available to blind persons at the
age of 50, because of the fact that the handicap of blindness on top
of the handicap of age in a great majority of cases makes it a practical
impossibility for even an employable blind person of 50 years and
over to secure employment.

Secondly, we wish to add our support to what has been said favoring
the incorporation of section 702 on crippled children in such a way
that the child who is suffering under a serious vision impairment may
be included in the services set up for crippled children, or by the addi-
tion of a phrase necessary to make this provision for crippled children
available for those with seriously impaired vision.

The CHAIRMAN. I thank you very much, Mr. Sinclair. The
committee will be very glad to consider the suggestions of your
organizations, and these others, and Mr. Irwin.

Mr. SINCLAIR. May I submit a written statement?
The CHAIRMAN. You may, but get it in pretty soon, because we are

having these printed very quickly.
Mr. L. L. Watts. Mr. Watts represents the American Association

of Workers for the Blind and Virginia Commission for the *Blind.

STATEMENT OF L. L. WATTS, RICHMOND, VA., VIRGINIA COM-
MISSION FOR THE BLIND AND THE AMERICAN ASSOCIATION
OF WORKERS FOR THE BLIND

Mr. WAT'rs. Mr. Chairman, I will not take a minute of your time.
I will file my brief with your clerk.

(Document referred to is as follows:)
TRa AMZRICAN AssOCIATION OF WOnKERs FOR 1HE BLIND,

RicAmond, Va., February 12, 1935.lion. PAT HARRISON,
Chairman United Stale8, Senate Finance Committee,

Washington, D. C.
Ma. CHAIRMAN: I am appearing before your committee in behalf of the mem-

bership of the American Association of Workers for the Blind respectfully re-
questing that certain amendments which are herewith attached be incorated
in S. 1130 known as the "Wagner economic security bill."

I think the records will show that this is the first time welhave appeared,
before any congressional committee requesting financial aid for the blind of this
country.

Mr. Chairman and gentlemen of the committee, we are well aware that the
Federal Government has given financial assistance to practically every group
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of our citizens other than the blind. We think that in all fairness the blind
should participate and be benefited by some of this Federal legislation. We are
citizens of this great country, and it Is through no fault of our own that we are
blind and while we have refrained In the past from appealing to you for help we
do feel now that it is necessary for us to appear before you in order that we may
not be overlooked in the future.

I respectfully submit the attached amendments for your consideration and
with the earnest hope that they will be incorporated in S. 1130.

Thank you.
Respectfully yours, L, L. WArm, Preri*.

PROPOSED AMENDMENT To S. 1130
4 BILL To afleviste the h yards of old age, unem oyment,flMness, and dependency, to establish a Social

Insurance Board In the Departnent of Labor, to raise revenue, and foe other purposes

CARE OF THlE BLIND

SEC. 703. (a) lit order to enable the Federal Goverinent to cooperate with
the State agencies concerned with the amelioration of the condition of the blind
and the prevention of blindness, especially in rural districts, there is hereby
appropriated for the fiscal year ending June 30, 1936, from funds in the Treasury
not othenvise appropriated, the sum of $1,500,000, and there is hereby authorized
to be appropriated $1,500,000 for each fiscal year thereafter. Front these amounts
so much, not to exceed 5 per centum, as the Secretary of Labor shall find to be
necessary for administering the provisions of this section and for investigations
and reports related thereto, shall be deducted annually for this purpose, to be
available until expended. The remainder shall be allotted to States for purposes
of locating blind persons and providing facilities for diagnosis and care of their
eye conditions, vocational training, employment home teaching, and other
social service, and to provide special equipment used in the education and employ-
meat of the blind: Prorided, That no portion of such moneys shall be expended
for direct relief, or paid to a blind person, except as compensation for services
rendered or as a maintenance subsidy during a period of vocational training; nor
shall any portion be paid to any educational institution for the instruction or
maintenance of any person under the age of twvy-,one. For each fiscal year from
the appropriations herein authorized-

(1) The Secretary of Labor shall apportion $1,000,000 among the States,
allotting $10,000 to each State, and the remainder to States in proportion to the
number of certified blind persons registered in each State: Proidcd, That no
allotment made to a State under this paragraph shall exceed the sum of the
amount made available by the State for the purposes of this section and the
amount apportioned to it under paragraph (2) of this subsection.

(2) The Secretary of Labor shall apportion the remainder among States
unable, because of severe economic distress, to match in full the amounts allotted
under paragraph (1) for their use in matching such sums or for special dernonstra-
tions of methods of welfare work for the blind.

(b) The sums provided under paragraph (2) of subsection (a) shall be avail-
able for expenditure until the close of the succeeding fiscal year. So much of
the amount apportioned under paragraph (I) of subsection (a) to any State for
any fiscal year as remains unpaid to such State at the close thereof, shall be avail-
able until the close of the succeeding fiscal year for expenditures in that State
under the conditions prescribed In such paragraph (1), or, if not requested by the
State agency for the welfare of the blind, for allocation to States as provided in
such paragraph (2).

(c) In order to receive the benefits of this section a State must, through a
State agency concerned with the amelioration of the condition of the blind or, if
there be none or more than one such agency, through a State agency designated
by the legislature or provisionally designated by the Governor if the legislature be
not In session, to cooperate with the Department of Labor under the provisions
of this section, submit to the Department of Labor a detailed plan for effectuating
the purposes of this section within such State, information concerning the number
of certified blind persons resident in the State, and information concerning the
amounts made available by the State for the purposes of this section, which
should at least equal the amounts made available for similar purposes during the
fiscal year next/preceding the passage of this act, unless special eircumstances can
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be shown; and, if an allocation under paragraph (2) of subsection (a) of this
section is requested, the conditions leading to such request. A State plan must
include reasonable provision for State administration, adequate facilities for
locating and certifying blind persons, adequate medical care of the eyes, reasonable
provision for vocational training, employment, and homne instruction of the blind,
and cooperation with medical, heth, and welfare groups and organizations.
When the Secretary of Labor deems a Stato plan and the administration thereof
to be in reasonable conformity wilh the provisions of this section, he shall approve
the same and send due notice of such approval to thc State agency concerned.

(d) For the purposes of this section, a blind person shall be defined to mean
one whose vision is insufficient for the ordinary activities of life for which eye-
sight is essential, such insufficiency of vision to be determined by examination
by a regular practicing physician, skilled in diseases of the eye: Proridtd, That
such examining physician shall certify in writing the diagnosis, prognosis, and
visual acuity of the person examined, ind shall state whether in his opinion such
person is blind within the meaning of this act and whether there is any likelihood
that his vision could be restored or improved by proper treatment, operation, or
adjustment of glasses.

OLD-AOE ASSISTANCE

Section 3 to be amended to read as follows:
"SEc. 3. As used in this title, 'old-age assistance' shall mean financial

amsstance assuring a reasonable subsistence compatible with decency and health
to persons not less than sixty-five years of age who, at the time of receiving such
financial assistance, are not inmates of public or other charitable institutions:
Proridcd, That in the case of a person so blind as to be unable to perform any
work for which eyesight is essential, and so certified by a regular practicing
physician, skilled in diseases of the eye, the provisions of this act shall apply to
such blind person at the age of fifty years.

The CHAIRIIMAN. Thank you very much. Where do you live, Mr.
Watts?

Mr. WATTS. Richmond, Va.
The CHAIR N. Thank you. Mr. Latimer of the Pennsylvrnia

Association for the Blind.

STATEMENT OF H. R. LATIMER, PENNSYLVANIA ASSOCIATION
FOR THE BLIND

Mr. LATIMER. Mr. Chairman, if I may I will just speak from here
to save your time and mine. In rep resenting the Pennsylvania Asso-
ciation for the Blind, which has 14 local branches working concretely
and definitely and closely with individual blind people, I am intensely
interested in securing the kind of assistance and cooperation from the
Federal Government as will enable us, in some measure, to do the
things that we have been so untiring in our efforts to do in the past
year.For 45 years I ha~o been trying to bring the indigent blind people
on their feet so as to make them independent of relief of any kind.
You are engaged today in trying to solve the unemployment situa-
tion as it applies to "seeing" people. We have been engaged,
throughout my lifetime, in trying to solve the problem of employ-
ment for handicapped people, who are lust as sincere and earnest and
desirous to meet the needs of their famies and themselves. Therefore
I want to speak in the utmost support of the three suggested amend-
ments which Mr. Irwin has placed before you.

The CHAIRMAN. Thank you, Mr. Latimer. I do not know whether
the question was asked, but did your committee Mr. Irwin, or any
member of it present this matter to the Ways and Means Committee
which is considering this bill in the House
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Mr. Inwix. No; we did not.
The CHAIRMAN. There has been no presentation of this question

fond of these amendments to that committee?
Mr. IRWIN. No.
The CHAIRMAN. All right, thank you very much.
At this point in the record I desire to subimit a statement by Mr.

Ernest G. Draper, vice president the Hills Bros. Co., New York,
City. In addition, there is also submitted a letter which I have re-
ceived from Mr. C. W. Areson, of the Child Welfare Leaguie of
America, Inc., New York City,'together with accompanyring state-
ments from Mr. Areson, Mrs. Blanche La Do, chairman of the
Minnesota State Board of Control, and Mrs. Virginia Kletzer, chair-
main of the Child Welfare Commission of Oregon.

STATEMENT OF ERNEST G. DrASER, 'ICE PREsIDEx, 'nlE HILLS IiXOIrifERS
Co., NEW YORK CITY

For 15 years I have actively associated myself wvith those who most %iL:-rous- •y
and most continuously have worked for iniproved methods of eniptolniel, tabi-
liation. and for some years for the adoption of unemplloyment-compensatios
legislation in this country. Approaching this question as an employer, it Las
been my conviction that a system of compulsory unemidoyment reserve would
not only greatly benefit employees hit also, if properly org'unized, would stimu-
late better management and promote business stabilization.

As early as 1021 in a published article, I stressed the l:oss.bilitics of improving
enijployment conditions through stabilization under an appropriate form of un-
employtment-compensation legislation. Since that time I have reen the develop-
merit of practical inethods in some establishments which suggest in their effec-
tiveness sonie hat similar preventive work in reference to accidents under .ork-
men's comlensation laws.

I iseleome the President's economnic-security program as a sound method of
brining about unemploy-ment-compensation legislation throughout the country.

In an uncmployment crisis such as the present, there is danger that the imh-
portance of making unemployment comp)ensation a means of stimulating man-
agement to greater efforts to overcome so-called "normal nsmemploy'nent" ally-
be overlooked. I regret that this tendency has unfortunately len reflected at
one point in Senate bill 1130 and II. R. 4142. Section 608 (a) of this bill makes
it necessary for States to enact laws requiring at least one-third of the em-
ployer's 3-percent contribution to be paid into a single State pl. This pooled
fund would be used to subsidize careless or le.s efficient employers whose failure
to stabilize employment results ili an excessive rate of uneniployment among
their employees arid a correspondingly high benefit cost. Instead of giving
each company or industry full credit for its efforts in reducing uneniploy'nent,
this provision in ,8. 1130 and IH. Hi. 4142 would penalize efficient and iocially
minded employers Nho go to the trouble and expense of stabilizing their work
forces. It would even place a premium upon inefficiency by permitting an in-
efficient and less scrupulous employer to depend upon his competitors to pay the
cost of benefits to his laid-off employees. Surely this violates the sound "prin-
ciple laid down by President Roosevelt in his mes&age on January 17, as follows:

"An unemployment compensation s) stein should be constructed in such a way
as to afford every practicable aid and incentive toward the larger purpose of

emloymencit stabilization. * * * Moreover, in order to encourage the
staI~llizatlon of private employment, Federal legislation should not foreclose the
States from establishing means for inducing industries to afford an evenly greater
stabilization of employment."

In accordance with this recommendation and following the expressed purpose
of leaving to the States freedom to decide for themselves the type of uneuiploy-
ment compeimation legislation which best meets their needs, I believe that the
Federal measure should not require the pooling of contributions under State laws
but should permit States to adopt systems of separate-establishment reserves
similar to the only American unemployment compensation law now in force, in
Wisconsin.

I am Jn general agreement with the economic-security program represented by
S. 1130 and If. R. 4142. 1 favor making the unemnployment benefits a cost of



782 ECONOMIC SECURITY ACT

production to be paid by the employer alone. I would not object were S. 1130
aind H. R. 4142 amended to provide a 3-percent tax from the very beginning in
I36, because I believe that It is urgent to begin as soon as possible build up the
necessary reserves. In my judgment, however, it would be a serious mistake in
policy for the Federal legislation to require the pooling of contributions and thus
prevent any State from providing the fullest possible incentive to better manage-
ment and employment stabilization.

CHILD WELFARE LEAGUE OF AMERICA, INC.,

11ion. PATIIARRISON, New York, N. Y., February 9, 193-5.

Chairman Senate Finance Committee, Washington, D. C.
D:AR SENATOR HARRISON: I would like to place the central office of this

organization on record with your committee as favoring the measures in Senate
1130 for greater security for children, mothers' aid, maternal and child health,
crippled children, aid to dependent children, and other welfare services, and
participation by the Children's Bureau.

I do not believe it is beyond the competence of the Federal Government to
take such steps as are embodied in this bill for the equalization of opportunity
among children in the United States. In fact, I think our governmental structure
wo IdI be open to severe criticism were it not to seize this opportunity for bringing
to disadvantaged children throughout the country as even a measure of oppor-
tunity as possible. After all these children have nothing to do with where they
are born or happen to live and should not be penalized therefor.

Consequently the assistance of the Federal Government in securing effective
operation of mothers' pension laws, of insuring that children in rural areas shall
be born as safely and successfully as others, that cripples shall not remain hidden
away from treatment, and that children in poorer communities will not be de-
prived of modern social service opportunities, seems to me entirely worthy of
support.

I should like to have the committee consider seriously specifying the Children's
Bureau as the agent of the Government to administer the mothers' pension sec-
tions of the bill, because the Children's Bureau has nad more contact mith this
matter than any governmental department and a permanent measure of this
kind ought to be allied with a permanent department. Of course, the creation
of a Federal welfare department would be the logical place for such service. The
Emergency Relief Administration, admirable as it is, seems to me not quite
logical as an administrator of a permanent service. I am enclosing copies of
statements on these matters from several of our member organizations: (1)
Mrs. Blanche La Du, chairman of the Minnesota State Board of Control; (2)
Mrs. Virginia Kletzer, chairman of the Child Welfare Commission of Oregon;
and (3) one of my own based on statistics which I think may be of special Interestto you.Very truly yours,

C. W. AREsoNr,
As#istanl Execiuiv6 Director.

MINNESOTA'S STATEMENT TO THE C04UiTTEE ON ECONOMIC SECUrUTT oN
CHILD WELFARE IN A GENERAL PROGRAM OF SOCIAL SECURITY

In the State of Mfinnesota the various provisions for services to children pro-
posed In S. 1130 have been dependent on and promoted by a State-wide program
under the direction of the State board of control.

This program, established in 1917 by act of the legislature, placed on the State
board of control the responsibility of promoting enforcement of every law for the
protection of Illegitimate, dependent, neglected, delinquent and defective chil-
dren. The board was authorized to organize county child-welfare boards and
coordinate the activities of juvenile courts and reputable child-helping agencies.
The experience of the State board of control since January 1, 1918, In promoting
the program for the protection of children proves the value of the provisions pro-
posed in S. 1130, title VI[, section 703.

In Minnesota the State board of control may appoint county child-welfare
boards on request of the county boards but the State makes no financial contri-
bution for the administering of the child-welfare services in the county. Support
of programs for such services depends on local Interest and action of county
boards. Because of this generally in only 20 percent of the counties haa there been
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any organized social service except that of volunteers. However, 92 percent of
the counties have had and now have county child-welfare boards. In spite of the
fact that no State aid has been available for administrative expense a beneficial
program of general service for children, with special emphasis on the handicapped
and dependent children has been carried on by volunteer workers through leader-
ship and supervision of the Children's Bureau of the State board of control. This
proram in counties having only volunteer workers has been instrumental in
raising the standards of services to children and has accomplished much. How-
ever, in counties which have provided funds for trained workers under organized
supervision, a more complete program has achieved far-reaching and more
satisfactory results which have been approved by Federal, nations, State, and
local child-welfare agencies.

In order that there may be an adequate program for the protection and care of
homeless, dependent, and neglected children in every county of the State and
especially in rural areas, a Federal appropriation to supplement and encourage
appropriations by the State for such a program is absolutely essential.

MOTHERS' AID

As a part of the program hereinbefore outlined the board of control is required
to promote uniformity and efficiency in the administration of mothers' aid, termed
"countyallowance" in Minnesota, by thej uvenile courts. Thelawof 1917 provided
for a refund by the State of one-third o the disbursements made by the county
when the administration in such county was approved by the board of control.
However, no appropriation was made by the legislature for such refund except a
small sum in 1927 at which time the law providing for refund was repealed. Lack
of State aid in administration of mothers' allowance has left the program without
centralized supervision which has resulted in lack of uniformity and in inefficient
administration.

Federal aid as proposed in S. 1130, title 11 would undoubtedly stimulate the
legidature to make appropriations of substantial contributions and thus enable
the board of control to exercise its authority which has been practically lost
because of no State aid. Such Federal and State aid added to the appropriations
of local subdivisions, inadequate at the present time, should insure, when added
to the income of the family, security and reasonable subsistence compatible with
decency and health for dependent children in their own homes.

The State board of control is the State agency now designated to supervise aid
to mothers of dependrnt children in their own homes. Administration through
such a State agency would conform to rules and regulations of the Federal
administrator.

CRIPPLED CHILDREN

Minnesota was the first State in the Union to establish a free hospital for
indigent crippled children. This hospital, which is rated as Al by the American
College of Physicians and Surgeons, serves the crippled children of the entire
State by providing facilities for free traveling clinics, diagnosis, care, and hos-
pitalization. The allocation of Federal funds for providing after care of these
children, which care is now inadequate, would undoubtedly be matched by State
funds sufficient to render adequate service. Lack of after care when the child
has been returned to its own home offsets many of the benefits derived from
diagnosis, treatment, and hospitalization.

MATERNITY AND INFANCY

Minnesota has taken advantage of all opportunities provided by the Shepherd-
Towner Act and subsequent acts for the matching of Federal funds for furthering
and strengthening State and local health services to mothers and children, and
extending maternity nursing service to the entire State, especially in counties
predominately rural.

The State board of control has cooperated through the Children's Bureau and
through service on the State board of directors of the maternity and child-health
program of the State board of health. There is no service in a welfare program
for children of greater importance or more deserving of support by both Federal
and State funds. We urge the allocation of sufficient funds to insure a program
of adequate protection for maternity and child health.
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In conclusion, on behalf of the welfare of the dependent and handicapped
children of Minnesota and of these United States, we wish to respectfully urge
that adequate Federal appropriations be made at this time for a program of
general security for child health and protection. It is appropriate that the
Federal Government come to the aid of the States and local communities in this
time of extreme financial distress in order that the welfare of our children may
be so protected as to insure the health and happines not only of the present butof future generations.

MINNESOTA STATE BOARD OF CONTROL,
By BLANCHE L. LADu, Chairman.

STATEMENT BY C. W. ARESON, ASSTANT EXECuTIvE DIRECTOR, CHILD WELFARE
LEAGUE o AuERICA, 130 EAST TWE.TY-SECOND STREET, NEw YORK CITY,
ON CERTAIN PoVsIo Ns OF THE SECURITY BILL S. 1130

I should like to comment briefly on title VII, sections 703 and 701 in favor of
participation by the Children's Bureau in organization of child welfare services to
redress glaring inequalities suffered by children in certain sections of the country.
It is our opinion that such Inequalites arise far more often from lack of proper
organization of services to use available resources than from lack of money. It
is rather common experience for the Child Welfare League to find in communities
an expenditure of money that is adequate but applied Ineffectively so that the
available funds do not reach the largest number of children who need service. A
striking example of results that may be secured even where funds are limited Is
presented by the Child Welfare Department of the State of Alabama, whose per
capita wealth Is one of the lowest but whose services to these children are more
evenly spread and In many ways more effective than in numerous States far more
able financially.

In assembling statistics for the White House Conference of 1930 the Child
Welfare League of America found certain very striking contrasts which I wish to
present briefly to the committee. Unfortunately these appear to be as between
certain Northern and certain Southern States but this should not invalidate their
meaning since in the compilation of the statistics from the Southern States Negro
children are not Included, and three, at least, of the Northern States are newer
In population development and not above the average In per capita resources.
The Northern States are: Massachusetts, Indiana, Wisconsin, and Minnesota.

The Southern States are: Virginia, North and South Carolina, Tennessee,
Georgia, Alabama.

The statistics reflect the number of children per 10,000 of population (1) both
of whose parents are dead; (2) whose fathers are dead; (3) whose mothers are
clead; and who, in their respective States are in the care of agencies and institu-
tions and not being cared for either in their own remaining homes or the homes
of relatives.

Full orphans, that is, children with both parents dead, average 5% in the first
group and 17% in the second group.

Children whose fathers are deathat is, the type of families commonly aided
by mothers' pensions or mothers' aid, average 12 in the first group and 30%
In the second group.

By contrast children whose mothers are dead, the type most obviously in
need of other home or institution care, average 20% in the first group and 151j
in the second group.

From the figures quoted it appears that a quite abnormal number of full
orphans are occupying space in the institutions and agencies of the second group
and are not being permanently provided for with new homes as their orphans e
requires. Analyses of a large number of Institution populations Indicate that the
numbers of orphans in the second group are at least 50 percent too high for this
class. This seems to us to reflect the lack of sufficient service of the right sort to
get these children into new and permanent homes.

With respect to children whose fathers are dead it Is very obvious that in the
second group an abnormal number are in Institutions and agencies. This Is the
group ordinarily cared for at home by their mothers who receive support from
mothers' aid or mothers' pensions and their abnormal number reflects the lack of
development of this type of aid. This comment, of course, would reinforce our
approval of title II, sections 202 to 211. It is now recognized, without the
necessity of comment, that maintaining children from families of this type In
institut oLS or agencies is a much more expensive process than assisting their
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mothers to maintain them in their own homes, as well as less satisfactory for the
maintenance of the family unit.

I presume that in conseuenco of the overloading of Institutions and agencies
by orphans and by children whose fathers are dead, there is less room available
fo, children whose mothers are dead. In the first group these were 20 and in
the second group 15, a reversal of the order of preceding statistics. Ordinarily
children of this group should outnumber both the others in the care of agencies
and institutions for the obvious reason that when the mother dies the chances of a
father maintaining a suitable home for the children are much less than when the
mother remains with the family. One can only conclude that there are numbers
of motherless children left with relatives and others who would be afforded definite
assistance were the resources of their States organized for this purpose. It should
not be overlooked that the abnormal loads from certain groups, ordinarily cared
for otherwise -prevent these institutions and agencies from accepting neglected
and abused children out of families that are not suitable for their upbringing.

Those who know the rapid development which certain of the States in the
second group have been accomplishing in recent years will correctly see in the
above figures and discussion only the fact that the States in the second group
have not progressed as far as certain other States. In fact, the admirable devel-
opment in certain of those States contitutes the strongest ground for approving
sections 703 and 704, title VII, which will enable the Children's Bureau to assist
States that are actually endeavoring to assist themselves, though they may be
somewhat handicapped in doing so. North Carolina is an excellent illustration
of service conceived In broad lines but needing assistance to make it entirely
effective.

There seems to us no reason In fairness why children should not receive approxi-
mately the same opportunities in various parts of the United States and we
believe the sections of this bill will tend to accomplish this and we therefore
favor it.

STATE OF OREGON CHILD WELFARE COMMISSION,

Mr. C. W. AREsoN,, Portland, Oreg., January 31, 1935.

Assifeanl Executire Director, Child Welfare League of America, Inc.,
New York, N. Y.

DEAR MIn. AREso.: After a careful reading of the child-welfare measures pro-
vided by the Wagner bill, I hasten to express my hearty endorsement, with one
exception. The question arises why the Federal authoty for aid to dependent
children and the Federal authority for service to dependent and neglected chil-
dren do not both rest in the United States Children's Bureau, Instead of splitting
the authority in the children's field, as Is done in the Wagner bill by placing ad-
ministration of aid to dependent children in the F. E. R. A. and that for child-
welfare services in the Children's Bureau. To me it seems that the Children's
Bureau is the logical Federal authority for both of these functions. This divi-
sion of authority will, In our opinion, make for confusion and complications in
administration because some of the neglected children will be members of families
without more than one adult in the home and families who need and secure relief.
Such a family should not be subject to two sources of supervision when one will
serve more efficiently.

The Oregon law provides for dependent mothers of dependent minor children,
but it falls to provide for either State supervision of administration or any equali-
zation fund. Accordingly, there are 36 varieties of administration IA the 36
counties of Oregon. A mother living on ore side of a county line may suffer for
necessaries, while a mother In Identical circumstances across the county line may
receive adequate assistance. The State supervision which the Wagner bill re-
quires will reduce these Inequalities of treatment of mothers In need of help.
Through its provision for an equalization fund It will place the State in a position
to respond with greatest aid where greatest need exists. This is an important
provision.

The latest figures assembled on a State-wide basis list five Oregon counties that
have made no appropriation for mothers' pensions. Three of these are in the
drought area, where the most acute need exists. These are Jefferson, Malheur
and Wheeler. Naturally In counties where special reasons exist for inability o
residents to pay taxes, credit Is more difficult to secure, and poor people have a
more difficult time of it than in the other counties. The State should assist such
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countieA more, but unless it has authority for doing so, and the wherewithal for
doing so, it cannot function In this way. The Wagner bill provides these.

Some of the most menacing situations to children that have come to the
attention of the Oregon Child Welfare Commission involve families living back
in the hills distant from railroads and highways. Often these families live In
counties not provided with social workers, counties where no adequate local
program exists for social service. This explains directly why the Oregon figures
assembled last year by the American Public Welfare Association show so sharp
a contrast to those for the country as a whole.

"For the United States as a whole, figures from the United States Children's
Bureau show that children In institutions had decreased about 11 percent from
1929 to 1938. During the same period Oregon shows nearly a 25-percent increase
In the average daily population of children in State-aided institutions."I

The commission Is convinced that adequate local case work service In rural
counties will prevent the break-up of some homes, will reduce the number of
children separated from their families and placed in foster care, and will reduce
the periods of foster care for many children for whom long-time care is now
necessary because nothing is being done In their counties of residence toward
rehabilitation of their homes. Oregon has record of some children normal
mentally and physically now adolescent who have spent their entire lives in
Institutions. The State Child Welfare Commission does not approve this
program but appears unable to control it because of lack of local service in the
counties.

Juvenile delinquency as a sequence of neglect long continued often comes to
light in Oregon with convincing evidence that early attention to a wrong home
or a wrong community situation could easily have prevented the disaster to the
child and the disgrace to his family. In this field of child protection in the
counties as well as In the field of administration of relief, social case work is
conspicuous for its absence. In my opinion the Wagner bill's provision for
skilled services to dependent and neglected children in rural areas is its eiost
fundamental value to the cause of children.

Sincerely yours,
CHILD WELFARE COMMISSION,

VK: DB By (Mrs.). VIRGINIA KLETIER

The CHAIRMAN. The committee will recess until 10 o'clock to-
morrow morning.

(Whereupon at the hour of 12:15 p. mi. the committee recessed
until 10 a. m. of the following day, Wednesday, Feb. 13, 1935.)

1 Amerecan Publfc Welfare Association: Survey of Public Welftr Oregon, p. 33.
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WEDNESDAY, FEBRUARY 13, 1935

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

l1ashington, D. 0.
The committee met, pursuant to adjournment, at 10 a. m., in the

Finance Committee room, Senate Office Building, Senator Pat Ilar-
rison (chairman) presiding.

The CHAIRMAN. Mr. Morrow.

STATEMENT OF L. C. MORROW, OF THE McGRAW-HILL PUB.
FISHING CO., EDITOR OF FACTORY MANAGEMENT AND MAIN.
TENANCE, REPRESENTING THE NATIONAL PUBLISHERS' AS-
SOCIATION

The CHAIRMAN. You represent the Associated Business Papers,
Ine ?

Mr. MORROW. I represent the publishing division of the National
Publishers' Association. I have a rather carefully prepared brief,
Mr. Chairman, which I would like to submit for the record.

The CHAIRMAN. You may submit the brief and then you may call
attention to any particular feature that you care to.

Mr. MORROW. I would like to summarize the brief for the benefit
of the committee.

The CHAIRMAN. All right.
Mr. MORROW. The business press has a very large proportion of

pay roll to total expenditures, and according to figures that I have
compiled representing the income and expenses for 84 business publi-
cations during the year 1934 the imposition of a 3-percent tax on
pay rolls would have been the equivalent of a 25-percent tax on net
profits. The imposition of a 4-percent tax would have meant the
equivalent of a 35-percent tax on net profits, and in the same way
the 5-percent pay-roll tax would have meant a 45-percent tax on net
profits. The business publishers therefore feel that such a step as
proposed in the Social Security Act should be taken gradually.

It is in sympathy with the aims and objectives of the act. It feels,
however, that the minor proposals in the bill should be segregated
leaving for individual bills the matters of old-age pensions and
unemployment compensation.

I thought that the business press should also be able to give to
some extent, the reactions of industry at a hearing like this and so
my associates and I have asked industry for their opinions. We have
replies, by means of telegraph and letter, from the representatives
of 24 industries. Those I summarize in this way: That industry, as
a whole, is favorable toward the aims of social security and believes

.1 787
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that some such legislation must be in effect some day. It is fearful
of the effect of the immediate passage of all of the provisions of the
act upon recovery. It feels that recovery has begun, that it is nec-
essary to regain the confidence that has been engendered and that
any sudden imposition of .a pay-roll tax up to 5 percent, which is
proposed by the bill, would retard recovery.

To some extent industry questions those provisions of the act
which refer to the limitations on labor and feels that, as written, the
legislation' discriminates in favor of the professional union.

I find also that there has not been time enough for industry to
give as careful consideration to the bill as it would like. That is
because the manufacturing industries have been very busy with
codes. They have been very busy doing everything the possibly
can, to take advantage of the small recovery that we have had. The
bill has been available for a relatively short time and when it is con-
sidered that the survey committee iteslf, and other people, have
taken months and years for consideration of the details, industry feels
that it should have a much longer time.

I can summarize my statements, then, Mr. Chairman, by saying
that industry and the business should appreciate very much, very
slow action in regard to the bill, particularly old-age pensions and
unemployment security.

Thank you, sir.
The CHAIRmAm. Thank you Mr. Morrow.
(The brief referred to by Mr. Morrow is as follows:)

STATEMENT Or L. C. MORROW, OF THE MCGRAW-H1ILL PUBLISHINo CO EDITOR
OF FACTORY MANAGEMEN' AND MAININNANCE, REPRESENTING THE I

4
ATIONAL

PUBLISHERS' ASSOCIATION

It is my purpose to convey to this committee my interpretation of the attitude
of industry toward the Social Security Act. A quick survey, made by telegraph
and telephone within the past few days, convinces me that no categorical analysis
of industry's attitude can be made, because industry is only in the process of
making up its mind. I have in hand communications from several associations
representing large groups of employers to the effect that consideration of social
legislation is under way and that meetings have been scheduled, but that the
association officials are as yet without benefit of a united opinion.

I have, also, from editors of industry publications, telegrams and letters which
indicate that the industries they represent are equally unready to pass final
judgment upon such important legislation.

It is to be expected that this condition would obtain. The Wagner-Lewis-
Doughton bills are extensive; they propose legislation dealing with nine phases
of social conditions. The bills have been available to the public for a short time
only. The report of the Economie Security Committee which must be examined
carefully in any serious study, is itself voluminous. in addition to this report
are the opinions of experts, actuarial and otherwise, with which industry feels it
must become familiar, and which are reported in the daily press as being not
always In ag ment.

Despite this condition of unreadiness to be committed to all the provisions of the
Social Security Act, there exists, in my opinion, a generally favorable attitude on
the part of industry toward the aims and objectives of social-security legislation.

There is grave doubt, however, that the act, as written is a practicable, working
measure. There is much sentiment in favor of rewriting the act into several
bills, and there is reason to believe that if so rewritten there would be little
opposition on the part of industry to those parts of the legislation having to do
with old-age assistance, aid to dependent children, maternal and child health,
crippled children, child-welfare services, and public health.

There is much question as to whether or not Government operation of annuities
is participation in the insurance business to an extent that would provide unwqr-
ranted competition with private companies engaged in the insurance business.
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With separate treatment of the provisions of the act that I have just enumer-
ated, there would remain the two major provisions to be treated in separate bills,
namely, old-a e nslons and unemployment compensation. It Is with these two
subjects that Industry is chiefly concerned.

Why it Is concerned It Is not difficult to understand. In the year of greatest
prosperity, 1929, the average net Income for the manufacturing Industries report-
ing for income-tax purposes under the classification "Consolidated corporation
returns", was 6.8 percent of total income. On the basis of this percent-
age, the net income for all manufacturing industries in that year was approx-
imately 4 billions. Wages and salaries for that year, all manufacturing Indus-
tries, amounted to 16 billions, in round numbers. Only a 3-percent tax on the
pay rolls of that year would have been equivalent to an 11.7-percent tax on net
profits. This can be compared with a 13%-percent income tax on corporation
incomes.

To apply this calculation to a specific industry, that of the business press, I
have figures to show that a 3-percent tax on pay rolls in 1934 would have been
equivalent to a 26-percent tax on net income. A 4-percent tax on pay rolls
would have been equivalent to a 35-percent tax on net income, and a 5-percent
pay-roll tax would have meant the equivalent of a 45-percent tax on net income.
That these figures are so high is because of the extraordinary proportion of pub-
lishing expenses going into pay rol.

There is an obvious objection to this method of considering a pay-roll tax.It is that the tax should be compared with gross instead of net Income because thetax is intended to become a part of the cost of doing business, and Is expected to
be passed on to the consumer.

Of its ability to pass on such costs to the consumer, without retarding recove
industry is frankly dubious. It recognizes the law of diminishing returns, and
knows that decreased sales as a result of increased prices result In decreased
employment and begin the vicious spiral with which we e an so familiar. It

has reason to believe, also that a given tax on pay roll is likely to result in dis-
proportionately higher costs in manufacturing. The committee on stablization
of employment, Ohio Manufacturers Association, in 1932 estimated that a tax
of 2 percent on all pay rolls may result in a 10-percent increase in the cost of
manufacture. That this condition may result is due in part to the customs of
considering burden, or overhead, as having a fixed relation to labor costs.

It Is worthy of consideration in this connection to note that in the business-
publications industry it would not be an easy matter to pass on to customers the
increased costs that would result from this legislation. In the first place, orders
usually are placed from 1 to 3 years in advance and prices cannot be changed
during the contract period. Second, experience has shown that when Increased
rates are predicated on no other basis than that they are necessary to meet
Increased costs, the volume of business tends to fall off and thus offset the effect
of the increased prices.

In any industry where a comparable relationship between total costs and pay
rolls exists, there is likely to be objection to the act because of high cost.

In addition to these questions raised by Industry others have arisen:
Should not the unemployment compensation fund be collected and disbursed

In accordance with a uniform Federal system?
Should not the Federal subsidy system be employed?
Is the old-age pension set-up solvent at the start, and is it to remain so?
Has the best means of financing old-age pensions and unemployment com-

pensation been devised?
There Is evidence that Industry disagrees with the provisions of section 602 (e),

feeling that those provisions favor trade-union membership to the detriment of the
employee representation type of organization, and tend toward the continuation
of strife in industrial labor relations.

There is some feeling that the German social legislation, from which this
country should secure guidance, has not proved workable. This feeling is in part
justified! by statements such as the following made by Gustav Hartz, German
economist:

"In States governed by parliaments with equal votes for all, the opposition,
unembarrassed by responsibility, use social-political aspirations as the most
efficient auxiliary for canvassing among the working classes. Whosoever
promises most gets the most votes and wih them the greatest political power.
Social democracy in Germany, until its collapse, owed a great deal of its success
to social insurance. Social insurance was created in the struggle against social
democracy. I,t becomes the strongest aid In forming political opinion in their
favor."
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My principal conclusion the point that I wish most to emphasize, Is that those
parts of the social legislation being considered that are devoted to old-ago pen-
sions and unemployment compensation should not be hastily adopted. Even If
2 more years were given to study, a negligible amount of time would be lost,
when time Is measured in relation to history. The moat careful consideration
of the opinions of all concerned is urged because, by Its very nature social legis-
lation is one kind of legislation that, once taken up, cannot be abandoned.

In support of the several statements that I have made In this brief, I attach
append xes showing.

(1) Thelderivation of the pertng up the relationship be-
tween a 3-percent pay-roll tn net income for ufacturing Industries,year 1929. .

(2) The derivation o lmliar figures for the business ical publishingfiue us h bsns
industry, year 1934.

(3) The telegram nd letters referred to ,

P ENDI V

Relation of 3 reeni payt oil tax to I incom ufactur* indlafrie 1929
Isouroes of Sta es: U. a. Census and iWks Of W 1M,9 U. S. fAe2?)y

Gross incom consolidated corpora I[ returns --- .-- ------ $41,233, 9 , 245
Net Income, nsolidat rporati et - 2,801,2 ,376NtIncome' en __--

Net rrcete . .:- .... 1 ----- ------ 6. 8

Value of sal , all man ctu r dustries - -- -------- $59, 354,6 000Wags .... .. ... . ] . ... k........ --- - --------- 11,620, 9 8 254
Salaries, inc ding salar - for-p yces cnt fadminis-

tralion ces ------ - ..... - - . 4,105,5 1.392
0.8 percent value of so es = $4,030,1,. net ncome. "'
3 percent (p -roll tax) of total w ' salar =$47 494,239.
This tax is 11 percent of th ncom

APPENDIX II

Income and pay rolls, * paper division periodica uhing induslry,
year 1934

The following statement has been cail piled from accurate statements
submitted by 84 representative publications, Incuding monthlies semimonthlies,
and weeklies, comprising In gross volume of business about 29 percent of the
industry:
Gross Income from all operations ----------------------------- $11,311, 576

Salaries and other recommendations paid to employees ........... 4,465, 921
Portion of mechanical costs, material etc., represented by pay rolls. 2,062, 387

Total salaries and other remuneration ------------------- 6,528, 308
Other costs ------------------------------------------------ 4,044,737

10, 5, 045

Net income ------------------------------- ---------- 748, 530
A 3-percent tax on pay rolls of $6,528,308 would aggregate $195,84b or 26 per-

cent of the net income.
A 4-percent tax on pay rolls of $6,528,308 would aggregate $261,132 or 35 per-

cent of the net Income.
A -percent tax on pay rolls of $6,528,30S would aggregate $336,415 or 45 per-

cent of net income.
It should be borne in mind that In determining pay rolls which are used as a

base for the tax provided In this legislation, we have only considered the pay rolls
of companies immediately engaged in the industry and those In service crgania-
tions, such as printers, engravers, etc., engaged In the mechanical operationsyin
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the production of periodicals for the publishing companies considered. It is
obviously difficult to determine the increased costs which will result from the
ultimate passing on of the tax on many other items of cost entering into the opera.
tions of units in the industry, such as traveling expenses, stationery, rents, etc.

APPENDIX III.-TELGRASIS AND LETTERS

SAN FRANCISCO, CALIF., February 5, 193.5.
11. C. PARMELEE,

Editor Engineering and Mining Journal:
Proper kind of social Insurance desirable if not too large drain on business and

does not result in too great tax on industry.
CALIFORNIA METAL & MINERA, PRODUCERS ASSOCIATION.

CHICAGO, ILL., February 5, 1935.
L. V. BURTON,

Editor Food Industries:
Our association has not yet determined attitude Social Security Act.

MILTON HULT,
Presdent International Association of Milk Dealers.

LWASHINGTO.N, D. C., February 5. 1933.L. V. BURTON,
Editor Food Industries

McGraw-hill Building, New York City:
Our counsel studying bill at request of legislative committee which mill take

no position until after report of counsel. FRANK E. GORRELL,

Secretary National Canners Association.

CHICAGO, ILL., February 6, 1935.
L. V. BURTON,

Editor Food Industries,
330 West Forty-econd Street:

Retel fifth industry members have not expressed selves on Social Security
Aet. Association by virtue on its membership irepregented by nationall chamber
of commerce,

NATIONAL CONFECTIONERs ASSOCIATION.

NEw YoRK, N. Y., February 6, 1935.DOUGLAxs C. WooLIt,
Editor Textile World,

830 West Forty-second Street.
Our legisltativo committee has social-service legislation under advisement and

has reached no conclusion; therefore, sorry cannot express opinion today.
PETER VAN HoRN,

President National Federation of Textiles.

WASHINGTON, D. C., February 5, 193.5.SID.issT A. HALE,
Editor Coal Age,

880 West Forty-second Street, New York.
Your wire. Owing to the uncertainty of social-securities proposal, our board

of directors has taken no position on this matter up to this time. I am not at
all sure just what the final suggestion of the Government will be.

J. D. BATTLE,
/ Secretary National Coal Association,

Wasthington, D. C.
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PHILADELPHIA, PA., February 6, 1935.
J. A. CHANNON,

Editor Alill Supplies.
(Care McGraw Hill Publishing Co.)

Approve objectives Social Security Act but believe system should be introduced
gradually In an uniform manner in all States and that greater proportion of cost
should be borne by individual States rather than National Government, and
that employees should participate. G]EORGE A. FERNLEY,

Secretary-treasurer, National Supply and Machinery Distributors Aas'n.

NEW YoRK, N. Y., February 5, 1935.
SAM WILLIAMS,

Editor, Electrical Contracting,
New York, N. Y.:

The Social Securities Act now being considered before Congress has an impor-
tant position in our present activities but believe that the subject is one of such
great importance that no effort should be made in finally passing the act by Con-

ress but should be withheld for future study and recommendation. We do not
flavor the enactment of new State legislation by States that would reflect a
similar condition as presented in the recommended act.

NATIONAL ELECTRICAL CONTRACTORS AssoCIAllON,

L. E. MATER, President.

NEW YORK, N. Y., February 5, 1935.
JOHN A. MILLER,

Editor Transit Journal, New York City:
Regarding your Inquiry as to social-security legislation proposed in 8. 1130

now under consideration by congressional committees, please note unfair and
unsound position in which transit industry finds itself under unemployment-
Insurance provisions, title 6 of proposed measure. Bill proposes apply 3-percent
Federal pay-roll tax with no distinction between industries affording stabilized
employment and those highly unstabilized and subject wide seasonal fluctuation.
Nor is any provision made for recognition of financial condition of employer.
Thus many transit companies affording employees stabilized year-around employ-
ment and beset with serious financial difficulty in their effort maintain essential
public service are to be called upon pay same tax as industries operating profitably
with highly unstabilized employment conditions. In this respect proposed
Federal act obviously inequitable and fails recognize essential principles. Modi-
fications which would apportion burden more equitably between Industries on
basis employment stability and financI4l condtitbn urgently needed by transit
Industry with 200,000 employees. CHARLES GORDON,

Managing Director American Transit Association.

OMAHA, NEBR., February 6, 1935.SYDNEY A. HA.LE,
Editor Coal Age,

8.0 Wett Forty-second Street, New York, N. Y.:
Unable short time to give you any concrete advice on social-securities acts.

EuosN MCAULI E,
President Union Pacific Coal. Co.

MALCOLM Mfu, CHIcAGO, ILL., February 6, 1985.

President McGraw-Hill Publishing Co
8S0 West Forty-second btreet, New York, N. Y.:

Cost of unemployment insurance and old-age pension legislation probably'will
affect our industry same as others. It should be noted that a large percentage
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of employees in meat-packing Industry have been working under 32ohour-week
guaranty. Therefore seems doubtful whether unemployment insurance would
have much further effect in regularizing work. PAuL I. ALDRICH,

Publisher and Editor the National Provisioner.

CmCAo, ILL., February 5, 1935.
M|ALCOLM MI1R,

President McGraw-Hill Publishing Co.
Millers holding passive attitude on Wagner and Lewis bills. Little opposition

developing because of feeling that some legislation of this character Is inevitable
and that proposed bills are saner than Townsendism or similar wild proposals-
however, pay-roll tax is deemed mistake since it may lead to further pruning of
working force and more unemployment. NEWTON . EVA,

Vice President and Managing Editor, American Miller.

CHICAGO, ILL., February 5, 1935.K. H. CONiwT,
Editor, American Machinist,

New York City.
Have not yet taken official position Social Security Act. Our representative

appearing at hearing. NATIONAL METAL TRADES ASSOCIATION.

CLEVELAND, OHIO, February 6, 1935.
KENNETH CONDIT,

Editor American Machinist:
While our association has taken no definite action regarding social security

aci, best opinion is that we go along with White Sulphur recommendations.
NATIONAL MACHINE TOOL BUILDERS ASSOCIATION.
HERMAN H. LIND.

CHIcAGo, ILt., February 6, 1935.
K. H. CONDUIT,

Editor American Machinist:
Retel executive committee our industry at January meeting approved as its

position the declarations of the Joint Busfness Conference for Economic Recovery,
White Sulphur meeting. Present proposed bills indicate need for investigation
proposed in those declarations. METAL AND ALLIED PRODUCTS ASSOCIATION.

JOHN W. OLEABY.

The "Declarstions" referred to in these two telegrams are those of the Joint

Business Conference for Economic Recovery, as follows:

RELIEF

"Relief of distress caused by unemployment Is one of the foremost problems
confronting the Nation. Management, employees, and all other social groups
share in the responsibility of solving this relief problem and in promoting the
reemplo iment in productive enterprises of those now idle.

"Society recognizes that distress should be relieved. The most effective
solution of the problem of unemployment and relief is the creation of such con-
fidence between industry and the Government that business can proceed with
plans to develop new industries, to enlarge existing enterprises, and freely to
place private capital in the investment field. This conference believes the follow-
ing principles should guide the granting of relief:
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"1. Relief is not properly a function of the Federal Government, but is pri-
marily the obligation of the family, of private charity, of the municipality, and of
the State. The Federal Government should aid only when absolutely necessary.
An unwillingness on the part of some States and municipalities fully to share in
relief aid is manifest. A constructive step in overcoming this reluctance would be
to return to the States as soon as practicable the burden of relief.

"2. Relief should be administered by local agencies with the sympathetic
cooperation of civic-minded citizens, conversant with local conditions.

"3. All forms of relief should be under local centralized control and should,
where practicable, be granted in connection with properly organized agencies
whi-' wtll first endeavor to supply work in private industry.

"4. The balancing of the Federal Budget will provide confidence, stimulate
private initiative, and increase opportunities for private employment. The
creation of public works for the purpose of providing relief invites waste and
definitely defers a balanced budget. In those projects to which the Government
is already committed, the wage rate paid for work relief in any locality should
always be substantially less than the going rate for similar work in private
industry, thus supplying a definite incentive to engage in private employment.
Direct-relief payments should always be materially lower than rates paid for
work relief in the same locality.

"5. For those out of work employment on useful public-construction projects
riot created primarily for the purposes of relief and at wages not in excess of the
direct-relief payments which they would otherwise receive should be encouraged
in order that long-continued idleness with its unfortunate effects, both physical
and moral, may wherever possible be avoided."

HWILKISBUO, PA., February 6,193.5.
KEN'NTH H. CONnIT,

Editor American Machinist.
Re your wire .5th attitude this indulstry social security act too momentous a

problem to he hastily dealt with. The practicaoilitv of such a plan must be
proved beforehand with due consideration to the a

b
ility of industry to carry

the increased burden with the effect of resulting increasing prices, retarding
consumption. Our recommendation is that out of the experience already gained
by leading industries it should be possible for all industry through trade associa-
tion with the cooperation of the Government as in the N. R. A. to make appll-
cable workable provision for fair and equitable social security against old age,
accident, and illness for all employees entitled to it through faithful service.

J. C. McQUISTON,
American Gear and Manufacturers Association.

AssoCIATED INDUSTRIES or MASsACHUSETTS,
Boston, February 5, 1935.Mr. L. C. MoRRow,

Editor Factory Management and Maintenance,
New York, N. 1.

MY DEAR Ma. MoRRow: Replying to your wire of even date, permit me to say
that the advisory committee on legislative policies and appointments of the
Associated Industries of Massachusetts will not meet until 2 p.m., Wednesday,
February Oi for the purpose of giving consideration to the Social Security Act,
and deciding upon a policy which it will recommend to the executive committee
of this association at its regular monthly meeting on Friday, February 8, begin-
ning at 10:30 a. in.

Consequently, I cannot wire you by tomorrow noon the attitude of this asso-
ciation as it is not yet determined, and even after the meeting tomorrow, it would
uot be prudent for me so to do, because the final policy of the organization mut
be determined by the executive body at its meeting 2 days later.

Very truly yours, 0. L. STONE,

General Manaqer.
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NEW ENGLAND COUNCIL,
EcoNoMic DEVELOPMENT AND RESEARCH,

Boston, Mass., February 5, 1986.Mr. L. 0. Moaaow,
Editor Factory Management and Maintenance,

McGraw-Hill Publishing Co., New York City.
DEAR Ma. MoRaow: The New England Council has not t through a committee

or otherwise, made any study of the proposed Social Security Act, and we there-
fore have no official attitude with respect thereto that we can communicate to
you in response to your telegram received this afternoon.

Sincerely yours, DUDLEY HAawONt

Rrecudire Vice Premdent.

NEw YORK, N. Y., February 6, 1935.
MIALCOLM IUIR,

President McGraw Hill Publishing Co.:
It is not clear how building contractors from small to large subcontractors,

working foremen, and the several million unorganized building mechanics In the
suburbs, smaller cities, and rural communities can be effectively brought under
the social security plan because of the discontinuous character of operations In
this field. More days per year of employment for building-trades workers and
their managers is a challenging objective. If proposed legislation can help to
solve this problem and reach this objective without imposing too great costs, it
would benefit both the building industry and the.owners of homes and other
buildings. BERNARD L. JoiiSso

,

,Editor, American Builder, Chicago.

CLEVELAND, OHIO,
February 6, 1935.MALCOLM MUIR,

President McGraw-Hill Publishing Co.:
Social legislation would cost Iron, steel, and allied industries estimated 37

million annually at beginning and mounting gradually to maximum 140 million
annually. Steel Industry generally favors principle pensions and unemployment
funds but suspicious hastily drawn bill. Will protest Inclusion hidden clauses
discriminating In favor members professional labor unions. Would strongly
prefer legislation thoroughly divorcing administration of pension and unemploy-
ment plans from political influence and if possible uniform plans under private
ccatrol but with Government supervision. E. L. SHANEH,

"Steel ", Clereland, Ohio.

ST. Louis, Mo., February 6, 1935.
MALCOLM Mum,

President AcGraw-11ill Publishing Co.:
Re tel. difficult to foresee direct benefit to paint Industry from enactment of

social legislation other than shared by all business if objective of greater stability
can be obtained. Seems to be no doubt that there is increasing publio demand
for this sort of thing, but wonder whether publio will expect to pay In the form
of sales taxes, etc., or whether It is generally believed that public Treasury is
Inexhaustible or anticipated that business will be made to pay. Seems time that
all programs of Government expenditure should anticipate raising of necessary
revenue and that steps should be taken toward balancing of tho budget.

GEORO H. Pr1atT, Jr.,
Editor American Paint Journal.

li807-33- .5
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MALC~OLM MUIR CacAoo, ILL., February 6, 19.15,

President 1WcGrtw Hill Publishing Co., New York:
Add my wire today. I speak feelingly and knowingly of the necessity for

sound management or propose social legislation, as the oil Industry has suffered
much from dishonest and Incompetent government supervision. How far the
dishonesty has gone I do not know, but I do know the incompetence goes straight
to oil dictator, Icke.%, and to Roosevelt for keeping him there. If Ickes were to run
these proposed social activities as he has tried to run the oil Industry, he would
completely wreck this country. Do not think you can emphasize this point and
this example too much. Read this telegram, if you will, at your hearing. The
Cole Congressional Committee investigating the oil Industry politely but firmly
reported against Ickes having anything more to do with the oil industry.

WARREN C. PLATT,
National Petroleum News, Cleveland, Ohio.

NATIONAL PETROLEUM Nzws,
Cleveland, Ohio, February 5, 1935.M|r. MALCOLM MUIR,

Preeider MccGraw Hlill Publishing Co., New York.
DISAR M. MuIR: Your wire today; most if not all of bigger oil companies

now have, and some have had for many years, various forms of pensions, sick
and death benefits, and generous policies on most lay-offs. But perhaps some 20
to 25 thousand small but legitimate oil companies in producing and marketing
with a few in refining have no such plans.

The marketing branch of the industry is in violent competition right now with
some 200,000 and more price-cutting retail dealers cooperative oil companies,
and straight price cutters who have no protective features for their employees.
If these last were forced to contribute to such protection as bigger companies
are now doing, it might help to lessen some of their price cuttng by bringing up
their costs.

Of course, companies now protecting their employees should not be forced to
pay twice or pay for their competitors' employees.

My- "xsonal opinion of all this proposed legislation is that if it can be kept on
a soiu actuarial basis as life, fire, and accident Insurance, industry would do
well to take It on provided It could be administered and managed free from
political influence of every kind both honest and dishonest. ButI fear for the
incompetence and dishonesty of management if run by the Government, as well
as the greediness of radicals in trying to milk the so-callad "rich." We have not
asked nor had any opinion from the industry at large, on this subject.

Yours very truly, NATIONAL PETROLRum Nzws,

WARREN C. PLATT.

Bus TRANSPORTATION,
New York, N. Y., February 6, 1935.Mr. MALCOLM MUIR,

President McGraw-Hill Publishing Co., Ine., New York, N. Y.
DZAR Ma. Muss: In reply to your request for a statement of the attitude of the

bus industry toward social-security legilatlon, it is my opinion the Industry In
general realizes that some form of social-security legislation may be necessary and

believe the industry is not too strongly opposed to the general principles Involved
although busmen are urging that the Government proceed with caution and con-
sider all of the factors Involved before taking final action.

The utmost care must be taken not to add financial burdens that may prove
intolerable to a business that Is just beginning to feel the benefits of the general
revival in trade and industry, but is as yet far from being in a stable condition or
on a profitable basis.

In formulating recommendations the bus industry must be considered in two
parts, I. e., carriers operating purely local and suburban service, and carriers In
itercity and interstate service. The two divisions of the industry should betreated separately. This was found necessary under the N. R. A. codes. With

city and local companies, for instance, wages absorb approximately 44 percent of
the total revenues. An additional levy for social insurance would bring their
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employees wage and insurance costs to close to 50 percent of gross revenues. On
the other hand, intercity carriers as a whole pay only 29 percent of their revenues
in wages. In this latter group carriers operating distances of under 300 miles
fare worse, than those operating longer distances their percentage of gross revenue
paid out in wages and salaries raging from 33 to S6 percent.

Coordinator Eastman in his recent report has recommended the establishment of
a national Insurance system for the transportation industry as a whole rather than
a host of separate State systems. He suggests that the railroad and motor trans-
portation funds be combined and kept separate from other funds and administered
by the Federal Government. The coordinator states that the highway industry
should help carry the unemployment load of the railroads, because the highway-
transportation industry is expanding whereas the railroads are contracting. The
merit of this plan is, to say the least, doubtful. It has all the earmarks of putting
an intolerable load on the motor-bus industry.

The provision in proposals now being considered which apparently would
exempt all companies with less than four employees seems to leave the door wide
open for the small, shoestring company to operate at cut rates and to seriously
hamper the larger companies who must comply with the law.

Trusting that this may furnish the information you desire, I am
Yours very truly, . . S Editor.

INTEROFFICE CORRESPONDENCE,
MCGRAW-HILL PUBLISHING Co., INC.,

Mr. L. C. MORROW, 
February 6, 1935.

Editor, Fadory Management and Maintenance:
It is practically impossible to get for publication expressions of opinion on the

social-security legislation from the heads of textile associations or from outstand-
ing Individuals in the industry. The associations have not had the opportunity
to consider this legislation to any extent and consequently the executives are not
willing to be quoted. In the first place there has been a tremendous pressure of
more Immediate matters In connection with code administration, ete. In the
second place, the scope of the proposed legislation is so broad that it seems to be
beyond the grasp of the average man in our industry, at least to date. It is some-
thing that is going to take alot of consideration and discussion before any real
opinion crystallizes in the textile industry.

Nothing I have said is meant to imply the existence of an unfavorable attitude
within our industry. As a matter of fact, I have been pleasantly surprised by the
rapidly Increasing numbers of men with whom I have contact who seem to have
come to the belief that some types of social legislation are absolutely necessary.
Many of these men were cold on the proposition before. Nevertheless it is also
true that they have not been able to formulate their own ideas as to Just what lines
such legislation ought to follow; naturally, when it comes to details, they are
completely lost. DOUGLAS 0 WooLr

Editor, Textile World, k. Y.

MCGRAW-HILL PuBLIsmNo Co., INc.,
February 6, 1935.

Subject: Social legislation.
To: Mr. L. C. Morrow, editor Factory Management and Maintenance.
From: S. D. Kirkpatrick, editor Cbemleal and Metallurgical Engineering,

New York.
Most chemical executives of my acquaintance have taken a very realistic

viewpoint on this whole 'matter of soeil legislation. That viewpoint was wen
expressed by William B. Bell, president of the American Cyanamid Co., and head
of the most important trade association in our fie1J, in the contributions he made
to the New York City meeting of the National Association of Manufacturers and
the subsequent conference at White Sulphur.

"Social security must come only by measures which reduce rather than per -
petuate or actually Increase unemployment. * * * Chemical industry Is
ready to cooperate in an impartial study of unemployment Insurance and also to
give approval to the adoption of a sound solution."
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Experience of some of the larger companies in our field notably E. I. du Pont
d9 Nemours & Co., Eastman Kodak Co., Standard Oil Co. of New Jersey, has
definitely proved that workable plans may be effected for handling the problem of
old-age pensions which under such circumstances can be put on an actuarial basis
and adequately safeguarded. These companies look with some disfavor on cer-
tain socialistic proposals that would involve additional uncertainties as well &.s
burdens on industry. In the main, however, I am sure you will find chemical
industry behind any program of sound legislation provided ample time Is given
for thorough investigation and study. S. D. KIRKPATRICK.

McGRAw-HILL PUBLISHING CO., INC.,
February 6, 1935.

Subject: Attitude of radio industry toward Social Security Act.
To: Mr. L. W. Morrow, editor, Factory Management and Maintenance.
From: Ray V. Sutliffe, managing editor, Radio Retailing, N. Y.

Bond Geddeq, executive vice president of the Radio Manufacturers Associa.
tion, stated to the writer this morning that the members of his association or the
board of directors of same have held no meeting since the announcement of the
Social Security Act, nor has there been time for him to receive the reactions of
any Individual manufacturers.

Ged.les uries that proper amount of time be granted for the due consideration
of the provisions of the act before the major provisions, at least are voted upon.
He reiterates that this act should not be rushed through and that the members
of his association desire time for the calling of a meeting of its directors to consider
same.

RAY V. SUTLIFFE,
Managing Editor Radio Reailing.

AHRENS PUBLISHING Co., INC.,

Mr. MALCOLM MUIR, New York City, February 6, 1985.

President, McGraw-Hill Publishing Co.,
330 West Forty-second Street, New York, N. Y.

DEAR Ma. MUIR: Social-security Insurance for the hotel Industry and the
restaurant Industry is, I think, utopian, due to such causes as: (a) tremendous
labor turnover, In many cases running up to 300 percent a year; (b) tremendous
turnover in ownership of restaurants, which Is best shown by the fact that about
75 percent of the new restaurants that are started, fall or are sold within a period
of a year; (c) a large percentage of the restaurant and hotel employees of the
country are foreign born, and In a large percentage of the cases are not American
citizens.

The large fine hotels and the better restaurants do strive to do a great deal
for the employees. Group Insurance is In force In almost all large hotels, and
the trend has now been toward doing likewise In the better restaurants.

Cordially, J. O. DAL, Editorial Director.

LAUNDRY AGE,
New York, February 6, 1985.Mr. MALCoLM MUIR,

President McGraw-Hill Publishing Co.,
The Associated Buuiness Papers, Inc.,

830 Wet Forty-second Street, New York City.
DEAR Ma. MUIa: This morning Mr. Horchler phoned us and asked for some

expression on the attitude of the laundry Industry toward the Government's
social security program which you could take along to the hearing which we
understand you are to attend In Washington.

Laundry owners have increased wages considerably since the coming of the
N. R. A. At the same time the hours of labor have been reduced from 48 to
44-40. This has meant that costs were Increased sharply at a time when scarcely
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any profits are being made since recovery in the industry has not arrived to a very
appreciable degree as yet.

This being the case, we know that members of the industry look with a great
deal of fear and concern on any move by the Government which would tend
further to load them with burdens. Most of those who believe in the social
security program, we believe would make the condition that workers themselves
should contribute at least half the cost of any such program. This has been the
contention in States such as Ohio and Wisconsin where State legislation is in
effect.

The laundry industry does not deal in commodities; hence cannot regulate its
prices to the consumer in the way that nonservice industries do. Any extra

nation at this time would make profits practically impossible. We feel that
we can voice the general sentiment of the Industry as being opposed to any
program that will saddle them with a tax of from 2 to 5 percent on pay rolls for
unemployment Insurance under Federal sponsorship.

We are very much interested in your mission and will appreciate hearing of
its result.Very sincerely yours, LAUNDRY AGE PUBLISHING CO.,

J. M. THACKER, President.

ROBBINS PUBLISHING CO.,

Mr. MALCOLM NIIR, New York City, February 6, 1935.

President McGraw-Hill Publishing Co.,
380 )Vest Forty-second Street, New York, N. Y.

DEAR MNR. Mru: I have been asked to write you briefly relative to my personal
opinion as to the subject of social security ana its relation to the industry our
publication reaches-the gas industry.

This Is, of course, a very broad subject. We all look at it a lot differently than
we did a few years ago when rugged Individualism was the vogue. I still hold
for the rugged individualism myself but realize we must deal with conditions as
they are and not with what our own logic might dictate. There would seem to
be little question that in the years to come the country will have some sort of
social-security plan and the thing to do is to try and work out a plan that will
be workable. There are many things in life that would be fine if they were
practical. If a country could live on the money turned out by its printing
presses, all our troubles would be over, but unfortunately there is always an
end to such a method of procedure.

In our particular industry the wage scale is considerably higher thin in most
other industries. A number of companies do provide pensions for employees
60-65 years old. Continuity of employment is another feature of our industry.
As a whole, therefore, our industry needs a social security plan far less than general
industry.

Our industryy has to bear very heavy direct taxes at the present time and due
to public agitation for lower rates finds itself unable to pas those costs on to
the consumer. Competition in all industry is such today as to make it difficult
to pass many of the added costs of the "New Deal" legislation on to the public
as In the past. This all tends to stifle Incentive and so delay real recovery. If
the cost of sound legislation is to be added to present burdens It means still
further delay of recovery regardless of how desirable these plans may be. It is
my persona opinion that for the good of the country and of the individuals
involved that old-age pension and the like should be held down to very reasonable
figures so that future thrift will not be discouraged and the incentive for work
stifled on the part of those in the lower earning brackets. A 65-year age limit
with a $30 per month payment would seem to me the maximum burden the
countryXcould afford to bear.

Yours very truly, . . ANDRW,

Bdifor Gas Age-Record.
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THE PAPER MILL AND WOOD PULP NEWS,
New York, February 6, 1935.

Mr. MALCOLM MUIR,
President McGraw-Hill Co., New York City.

DEAn Ms. MUIR: The enclosed is in response to your relayed telephone
request. It was written after consultation with two outstanding gentlemen ofthis industry.Self-typed after hours, please allow for inexpertness.

A 1-man combined editorial, reportorial, and make-up staff who also indulges
a fancy for writing sales letters frequently runs into such snags because of the
speed of the clock and the N. R. A. provisions for stenographers.

I would appreciate hearing from you on the reaction to your presentation In
Washington.

In a nutshell, I would say that the attitude of the pulp and paper Industry
toward social legislation is precisely that of my own toward gratification of the
selfish pleasure I peculiarly, perhaps, derive from giving to others.

My income is half what it was in 1929, yet the opportunities for performing acts
of worthy charity are many times as great now as then. I find it utterly impos-
sible to"ein to respond to my impulses to help many whom I know to be
deserving of help.

Where I once handed out cash, my good wife now doles out old clothes of
ourselves or those outgrown by the children, and some foodstuffs.

My own conviction is that mental and physical laziness brought us to this
condition, aggravated by a modicum of general dishonesty, and nothing will
serve as a remedy but hard Intelligent work, plus honest service for an honest
p Sincerely yours, Jo HoDoiNs, Editor.

FEDERAL LEGISLATION ON SOCIAL PROBLEMS AND THE PAPER AND PULP INDUSTRY

The paper and pulp Industry of the United States, ranking among the 10 largest
Industries has yet to make an official declaration of its attitude on the question of
social legislation through any of its three major associations, the American Paper
and Pulp Association (with 24 subordinate associations, grouped according to
grade of paper made), the Association of News Print Manufacturers of the
United States and the National Paperboard Association.

As editor of the Paper MIll and Wood Pulp News, published every week for
more than 57 years in the interest of the pulp and paper Industry of the United
States, it is this writer's personal observation, based on frequent conversations
with a large number of paper-company executives, that this industry's attitude
is much the same as that of the average self-respecting citizen.

The writer believes that on the whole the pulp and paper manufacturers
realize their responsibilities toward their less fortunate fellow citizens; that they
are in sympathy with the principle that the deserving who are destitute, either
because of old age or unemployment, should be given assistance.

But the industry is decidedly apprehensive as to the method of approach to
this problem, as to the kind of plan that is finally adopted. Will it be rational?
Will it be practical? Will it be equitable? Will it place an unfair burden, for
instance, on the pulp and paper industry which is already excessively laden with
the task of absorbing the increased labor and raw-material costs and higher tax
charges that have been a necessary part of the "new deal"? These extra loads
have been all the more onerous because demand for pulp and paper through 1934
did not permit operation at more than 60 percent of plant capacity, barely touch-
Ing the break-even level.

Despite this problem of underconsumption, it is doubtful that any industry
cooperated more readily and more fully with or gave less trouble to the National
Recovery Administration. This observer never ceased to be amazed at the
spirit of self-sacrifice manifested by the members of this Industry in their negotia-
tions with N. R. A. True, something was gained in the way of price stabiliza-
tion. Ruinous price wars were effectively curbed in two of the three major
branches of the Industry, but the newsprint mills of the United States, because
of foreign competition, have been and are forced to sell their product at a price
that is unprofitable; to many mills in this country the present price involves
serious losses.
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With newsprint paper and all kinds of wood pulp admitted into this country
free of any duty, this menace of foreign competition has grown rapidly to alarm.
ing proportions with the ascendancy of Russia and Finland as producers of wood
pulp and newsprint paper.

Under N. R. A. the pulp and paper industry has made a magnificent contribu-
tion to unemployment relief, and this with annual sales only slightly more than
half of the industry investment. The greater number of employees, the higher
wage rates, and the drastically reduced working week have served to increase
the labor cost per ton of product by more than 15 percent above comparable
costs in the peak year of 1929. There were approximately 80,000productive
workers employed by the pulp and paper manufacturers in 1933 and this total
under N. R. A. was increased to 105,000 in 1934. So that the inAustry has gone
a long way toward the solution of its own immediate unemployment problem.

A new disturbing factor has been created by the amendment to the Recon.
struction Finance Corporation Act, which will from now on permit R. F. C. to
finance up to 50 percent the cost of erecting pulp and paper mills in the South.
An industry that is operating at 60 percent or less of capacity cannot escape
damage by the advent of new production capacity.

In short, the writer would say that while the pulp and paper industry looks
with favor upon some form of governmental relief for the destitute aged and
unemployed, its own sadly depleted financial resources renders it helpless to
follow whatever inclination It may have in the matter of contributing to the
fund that must necessarily be established.

Absolute protection against unfair competition from beyond our borders would
undoubtedly render the industry of pulp and paper manufacture In the United
States more nearly capable of meeting obligations of this character.

Ta IRON Ao,

Mr. MALCOLM MrUI, Newo York, Ftbruary 6, 1985.

Pre4ident McGraw-HiU Publishing Co.,
880 West FortV-second Stree, New York, N. Y.

DEAR MALCOLM: I understand that you would like to have from me an exl.res-
sion regarding our Industry's attitude toward social security. This is enclused
and I hope it will suit your purposes.

With best regards to you, I am
Sincerely yours, J. H. VAN Dzrzvan, Editor.

STATrz.mNT or J. H. VAN Diovarun, EDiToR, Tan IRON Aox

Private Industr places a justly high value upon the objective of social security.
It has demonstrated this by the expenditure of many millions of private dollars
and by the Initiation of all of the mechanisms of security that are now being
contemplated.

Private initiative Inaugurated unemployment-oompensation plans, such as
the "Rochester plan" and many others, before legislation looking toward this
objective was contemplated.

Private initiative introduced the pension idea for workers. Last year the
United States Steel Corporation expended close to nine millions of dollars In
connection with its old-age pension plan.

Private nitiative originated the "work spreading" Idea as a depression measure
long before the 30-hour week was placed upon the legislative calendar.

Private initiative aided depression-stricken workers by inaugurating relief plans
long before Federal, State, or local governments assumed the burden.

These things are cited merely to show that Industry is in sympathy with the
broad objectives leading to social security. It has no objection tohaving these
burdens transferred to Uncle Sam's shoulders, provided it is a practical load for
him to carry. Industry's chief concern, I believe, is that these measures should be
soundly conceived, capably executed, and that their cost should be sufficiently
oonaldered,



802 ECONOMIC SECURITY ACT

BOOT AND SHox RECORDER PUBLISHING CO.,
New York, N. Y., Febrnary e, 19s5.Mr. MALCOLIS MUIR,

President McGraw-Hill Publishing Co.,
New York City.

DEAR MAL- As yet no program of social security with job insurance and old-
age insurance has been proposed or studied by the retail shoe field.

I can, however, give you the National Retail Dry Goods Association resolution
on the sqbJect:"Our bbjective should be to give the worker work, and through adequate
reserves and insurance protection against the hazards of unemployment, old age,
sickness, disability, and dependency. Unfortunately, the building up of reserve
for each of these purposes reduces purchasing power, particularly In its initial
stages. This, however, should not cause us to delay the development of pro.

, grams, nor should it prevent us from taking the initial steps, and progressively
. Increasing a general program of economic security."

The complete program can be obtained from National Retail Dry Goods
Association headquarters In New York City, for it is the fine work of the com-
mittee headed by Percy 8. Straus, of R. H. Macy & Co., Inc., and including such
well-known names as Gen. R. E. Wood, of Sears, Roebuck & Co.; Samuel W.
Reyburn, of the Associated Dry Goods Corporation; Dr. Paul H. N strom;
David Ovens of J. B. Ivey & Co., Charlotte, N. C., president of the National
Retail Dry doods Association.

With kindest regards, I am
Heartily, ARTauR D. ANDERSON,

Boot and ,Shoe Recorder Publishing Co.

DRY GooDs EcoNoMisT,
New York City, February 7, 1935.Mr. MiALCOLMl MuIr,

President McGraw-Hill Publishing Co.,
New York City.

DEAR Ma. Mum: The dry-goods and department stores of America are thor-
oughly In sympathy with the administration's policy during our present emer-
gency to provide work, where possible, and relief where necessary.

It is hoped that these emergency measures will not be confused with a general
program of economic security as it applies to old age, unemployment, sickness,
mothers' and widows' pensions, etc.

The merchants of this country hop the administration will see fit to use extraor-
dinary caution and to make a thorough and basic study of the conditions
leading up to these emergencies before adopting any definite social plan.

Emergency measures are always expensive, and were our present ones to be
incorporated In a general plan, the cost would be so great as to materially decrease
the purchasing power of the consumer.

Department-store figures available, show the very small margin of profit that
has been made over a period of many years. These figures show how necessary
it would be for the department and dry-goods stores to increase prices in direct
proportion to the amount that would be called for In a social program.

The increase of prices on merchandise decreases immediately the number of
units bought. It Is upon units of merchandise sold that our factories and mills
operate. If prices are increased through social programs and taxes at this time,
It will materially decrease the flow of units of merchandise through factories In
hundreds of industries, and this will add to our already serious problem of unem-
plo ment.

It is interesting to know that while department stores have shown an Increase
of approximately 12 percent in sales for the year 1034, the number of units of
merchandise sold Is less than for the year 1933.

While the merchants of this country will back any and all programs for the
betterment of living conditions of American people, it is not believed this will be
accomplished through addin in any manner whatsoever, to the costs of mer-
chandise and to the costs of distributingit, at this time.

It is the consensus of opinion of the thousands of retailers that you urfe upon.
your committee and asociates an unusual amount of caution In adopting any
program which so vitally affects production and distribution of the lines sold
through over 100,000 department, dry-goods, and general stores In this country.

Very sincerely yours, ERNEST C. HASTINGS, President
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F. W. DoDoa Corto'rATIox,

Mr. MALCOLM New York, Febtuary , 1935.

President McGraw-Hill Publishing Co., Inc.,
New York, N. Y.

My DzA Me. Mum: By request of the office of Associated Business Papers
I am sending you herewith the report of the committee on old-age pensions and
insurance of the New York Building Congress, 9 f which I am chairman. This
report was made 3 years ago; its conclusions are stated oos page 14.

This committee has not made any speclalstudles of late, nor did it go into the
important subject of unemployment reserves. I am of the opinion that some
plan for setting up unemployment reserves is inevitable and desirable. The
difficulties of administration in an Industry with sporadic and seasonal employ.
ment conditions like construction are very great. This difficulty should probably
be recognized in any legislation that Is enacted; provision might be made for setting
up separate administrative machinery for such groups, based upon surveys or
labor-union administration of unemployment benefits and other pertinent facts.

I regret that I am only able to send you rather general information and opin-
Ions on this, but I think the committee report will be of some use to you.

Yours very truly, TaomAs . HOLDEN

Vice President in Charge of Statistics and Research,
F. IV. Dodge Corporation.

REPORT OF THE COMMITTEE ON OLD AGE PENSIONS AND
INSURANCE

Prepared by Committee on Old Age Pensions and Insurance of the New York
Building Congress

A. THE COMMITTEE' PROGRAM

The Committee on Old Age Pensions and Insurance was authorized by the
executive committee of the New York Building Congress on January 17, 1930,
for the purpose of investigating the subject of pensions, with a view of deter-
mining what type of plan was best adapted to meet the general requirements of
old-age security, that is, whether a State plan, an industry plan, or a trade-
group plan; such study to concentrate on the problem of old-age security for
bullding-trades workers in New York.

The committee's organization meeting took place on March 20, 1930. Subse-
quent to that date its activities have developed along two lines-

1. Committee meetings, usually attended by a guest speaker who was a recog-
nized authority on pensions on some important phase of the subject.

2. A research program, conducted by Murray W. Latimer, of Industrial Rela-
tions Counsellors, Inc., which organization was employed as research consultant
to the committee.

Under item 1 (above), nine committee meetings were held, as follows:
1. March 0, 19 0-Organizafion mneting.-The committee decided to investi.

gate desirability of pensions to be carried (a) by individual trade or groups in the
trade, () by industry as a whole, and (c) by State or community.

2. July 8, 1980.-(W. F. Wieland, secrtary-treasurer of the board of insurance
,rustees of the electrical industry of New York, gave a rsum6 of the develop-ment and administration of that plan to date.

3. S eptember 18, 1980.-Charles W. Hanson, president district council of New
York, Carpentera and Joiners of America, described the pension fund In the
International Brotherhood of Carpenters and Joiners of America.

4. October 28, 1930.-Ingalls Kimball of the Metropolitan Life Insurance Co.
spoke on contributory and noncontributory features of pension plans.

5. December 5, 190.-Discussion of data based on original research In records
of Carpenters' and Joiners' Local No. 257.
6. February R6, 1931.-Frank J. Taylor, commissioner of the Department of

Public Welfare, New York City, discussed the administration of the New York
State pension plan, veterans' relief, and other welfare activities of a kindred
nature under his supervision.

7. May 6 1981.-Abraham Epstein, executive secretary of the American
Association for Old Ago Security, explained the underlying principles of the New
York Stateplan and suggested means for extending it.
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8. Juns R, 1981.-John R. Hall discussed the desirability of a plan to include
old-age, life, disability, sickness and unemployment insurance.

9. July 9, 1931.-R. B. Thomas counsel Structural Steel Board of Trade,
described the thrift plan in the steel trade and gave details of its operation during
the past 10 years.

B. IMPOzTANCZ or THIS STUDY TO THU Nzw YoRK BUILDING CONGRESS

Population statistics have shown an ever-increasing proportion of older people
in our population and careful students of population trends state that, while we
now have 1 person past working age to every 2 in it, by the time a young man
entering industry in America today reaches the retiring age of 65 there will be 2
persons past the prime of life to every 3 In it.

The increased number of State old-age security plans, following adoption of
national plans by a number of foreign countries, has led American industry to an
ever-increasing regonition of its responsibility in this matter. Many large indus-
trial companies have adopted old-age plans for their own employees, and the
increasing number of these private-pension plans would seem to indicate, at least
among the leaders of large business organizations a very definite preference for
the sholdering of this responsibility by industry itself rather than by the State.
State pensions are favored by others on the ground that it is impracticable to
expect that industry will ever completely meet the social necessities of the
situation.

The recently published proposal of Gerard Swope, setting forth for the serious
consideration of American business a plan for organizing business for the purpose
of stabilizing employment and stabilizingprosperity included among its recom-
mendations unemployment insurance, life and disability insurance, and old-
age pensions, Mr. Swope's proposal recommended that the old-age pension plans
to be put into effect by Individual companies should be such plans as are adopted
by the trade associations of which those companies may be or may becomemembers.

Even if this trade-association feature had not been included in Mr. Swope's
proposal, thus indicating it to be within the trend of thought among progressive
and responsible leaders of industry, the irregular nature of employment in the
building industry makes it manifestly impracticable for individual employer
companies to set up pension plans to cover building-trades workers or others
whose periods of employment are short, irregular and highly seasonal in character.
If the building industry of New York or any section of Itis to assume responsibility
for an old-age pension plan, the responsibility must be met by some trade associa-
tion within the industry or within the particular group.

Within the building industry the need for old-age security and other forms of
group insurance was first recognized by those to whom the irregularity of building
industry employment presented the most immediate and personal problems,
building labor. International unions of building-trades workers adopted plans
for financial relief of aged members as early as 1867 and four international unions
within the building-trades group, now have definite old-age relief plans, which will
be described briefly in a subsequent section of this report.

But the thing that has done most to bring this subject to the immediate atten-
tion of the New York Building Congress has been the adoption, by contract
agreement between organized employers and organized employees, of the old age
Insurance-plan of the electrical trades of New York City. The building industry
of New York has now within its midst a full-fledged old-age-insurance plan
benefiting a specific group of employees and operating according to a pain thai
puts on every buildingproject In New York City a portion of the insurance
expense. This brings to the New York Building Congress the necessity of at the
very least informing itself as to the fundamentals of the old-age security problem,
the trend of current thought on the subject and the practicability of attempting
any general plan for the entire building industry of New York.

C. SUMMARY or EXISTING PENSION SCHEMES

1. STATE OLD-AGE-PENSION SYSTEMS IN EUROPE

National governments In 23 European countries and 7 smaller divisions of 3
other nations have by legislative enactment provided some protection for their
citizens, or such of them as are deemed in need of it, against the hazards of old age.
The extent and form of this protection vary from country to country as do the
sources of support. Germany was the first nation to provide pensionson a
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State-wide basis beginning in 1889. In 16 countries the existing systems were
initiated since 1620, though some of the more Important, particularly the British
scheme, were revisions of earlier plans which had not proved entirely satisfactory.

The predominant practice in Europe has been to form systems in which future
beneficiaries, their employers and the state participate. In 16 of the 30 systems
all 3 parties pay toward the support. Included in these 16 are Great Britain,
France, Germany, Austria, Italy, Hungary, Spain Czechoslovakia, and Yugo-
slavia. In 5 the member and the state contribute; In 2, employee and employer.
and In 2,the employer and the state. Under 5 schemes the pension Is provided
entirely by the state.

All the systems except the last five are largely based on the principle of insur-
ance. Funds are built up during the active working life of the members, pre-
sumably in sufficient amounts to pay the promised benefits.

With the exception of one system which applies only to salaried workers, these
insurance schemes cover substantially all industrial wage earners. In a con-
siderable majority of the cases, salaried workers are members of the systems as
well, while under a few schemes agricultural workers and domestic servants are
added, and in some Instances virtually the whole of the population is eligible to
membership. Membership, almost without exception is compulsory upon those
who are eligible.

The benefits usually seem moderate; in the absence of detailed examination It
is difficult to determine the adequacy of benefits, though the fact that a number
of the schemes provide for some relationship between wage and benefit would
tend to produce a reasonable amount. The age at which insured persons become
entitled to benefit varies from 56 to 70, though a majority tend to fix the age at 65.
In most cases the benefit Is payable Irrespective of the period of membership.

The European trend In pensions has thus been strongly toward nation-wide
systems of contributory compulsory insurance. France, Belgium, and Italy ex-
perimented for a number of years with voluntary insurance, but found that even
the offer of a state subsidy was not sufficiently attractive to Induce any large
number of people to save; or, perhaps, more correctly, offered no means by which
savings could actually be made. Belgium and Great Britain first operated non-
contributory systems but found them unsatisfactory. There has been almost
continuous broadening of the scope of the systems to protect larger and larger
sections of the population.

2. STATE PENSION SYSTEMS IN OTHER COUNTRIES

Although the most extensive development of nation-wide pension systems has
taken place In Europe a number of schemes are in existence elsewhere. Aus-
tralia, New Zealand, Canada, Newfoundland, and South Africa maintain free
F ension systems. Voluntary systems for certain industries oz groups are found
in Japan, Argentina, Uruguay,*Chile, Bolivia, and COba.

8. STATE OLD-AGE PENSIONS IN THE UNITED STATES

Seventeen States in this country have enacted old-age-pension legislation.
These States, together with the dates at which the systems were established, are
as follows: 1923, Montana; 1925, Nevada, Wisconsin- 1926, Kentucky; 1027,
Colorado, Maryland; 1929, California, Minnesota Uta, Wyoming- 1930, Mas-
sachusetts New York; 1931, Delaware, Idaho, Rew Hampshire, kew Jersey,
West Virginia.

The Territory of Alaska also adopted a scheme in 1915. Under the provisions
of these plans, persons aged 65 or 70, with inadequate means of support are to
be granted pensions (or relief) of not more than $260 to $360 per year. In New
York State and Massachusetts, however, no maximum amount is specified.
Generally, to be eligible for a benefit one must be a citizen of the United States
and have been a resident of the State for 10 or 15 years. The earlier laws gave
counties authority to grant pensions and provided for no support from the State.
In the last few years, however most of the statutes have made payment of
pensions or grant of relief mandatory upon the counties and in some the State
ls defraying part of the cost.

At the present time the total number of State pensioners In this country prob-
ably exceeds 55,000, and the payments are being made at the rate of $16 000,000
to $17,000,000 per annum. The average benefit rate runs just under $300 per
annum.
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4. INDUSTRIAL PENSION PLANS IN THE UNITED STATES

Until recent years the employer. of the United States were the chief providers
of old-age peiisions In this country. Some of these employers were the Federal
Government, the States, municipalities, educational institutions, and churches.
The most important group of employers, however, were and are now engaged in
industry.

About 450 formal industrial pension plans are now in operation, covering, in
terms of 1929 employment, about 4,000,000 persons. The predominant practice
requires that to be eligible for a benefit employees must have served 10 to 20
years continuously with the pensioning company and either be 65 years of age or
over or haSvb become permanently incapacitated for the usual occupation. The
benefits are ordinarily related to the average pay received In the last few years of
service; the most usual provision is that the benefit shall be 1 percent of such
average pay for each year of the entire term of service. A considerable minority
of the companies, however, make the fraction 1$ or 2 percent per year of service.

At the end of 1925 about 85 percent of the existing industrial plans were sup-
ported entirely by the employers. Of the more than 100 schemes which have been
established in the last 6 years, however, about 80 percent have provided for em-
ployee contributions; so that at the present time almost one-third of all the
existing plans are based on the contributory principle. Most of these contribu-
tory plans are maintained by relatively small companies; not more than 7 or 8
percent of the employees covered by formal industrial plans at the present time
are paying for any part of their future benefits.

Although in the last few years the financial bases of many pension plans have
been greatly strengthened, there remain many systems which are operating on
a most precarious hand-to-mouth basis. The financial experience of existing
plans points strongly to the necessity of prompt and full funding of the liabilities
involved by the maintenance of sound pension systems.

5. TRADE UNION PENSION PLANS IN THE UNITED STATES

Ten International trade unions and eight locals with a combined membership
of approximately 1 000,000 members maintain pension schemes at the present
time. Of these, 4 Internationals and 3 locals are in the building trades. The
international unions in the building trades are the Bricklayers, Masons and
Plasterers International Union of America, International Association of Bridge,
Structural, and Ornamental Iron Workers, International Brotherhood of Elec-
trical Workers, and United Brotherhood of Carpenters and Joiners of America,
while all three locals are in the electrical trade located in New York, Chicago,
and St. Louis.

Benefits are payable under these plans to persons who attain age 60 or 65,
or become permanently and totally disabled after having been members continu-
ously for periods of 15 to 20 years or more. The amounts range from $60 per
annum to as high as about $500, though under some schemes higher benefits will
eventually be reached. Present payments average slightly over $300 per annum.
Under all the international union systems and in all but two of the local schemes
the union members bear the entire cost of the benefits. Union finances have for
the most part not been such as to permit adequate funding and most of the funds
have never been more than a step or two ahead of payments. The most recently
established of the international unIon pension plans, that of the United Brother-
hood of Carpenters and Joiners of America, began to make assessments and
build up a pension fund some time in advance of the time of beginning payment
of benefits. This union, which is by far the largest among those maintaining
pension schemes was able by a small per capita assessment, to accumulate
funds rapidly. Smaller unions may not be able to do this. In general, it is to
be doubted whether the majority of the international schemes and those local
plans In which the union members pay the whole cost can long survive.

Two locals of the International Brotherhood of Electrical Workers established
schemes, one in New York and the other in St. Louis, which were put into oper-
ation in 1930, in which the entire cost was assessed against the employers, by
agreement between the union and the employers' organizations. Boards of
trustees were established to which the assessments were paid. In New York the
assesments were originally 20 cents per hour worked in the trade and later
reduced to 17% cents in St. Louis a fiat assessments of $2.83 per man per day
worked was set. The New York hoard (the practice in St. Luls could not be
ascertained) paid premiums to a commercial insurance company which under-
wrote the anticipated benefits. The assessments, in the beginning, were pur
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posely made greater than the premiums in order to build up a substantial
reserve.'

6. GENERAL SUMMARY OF OLD-AGE PENSIONS IN THE UNITED STATES

Industry and industrial workers together have organized pension systems
which offer some measure of protection to almost 5,000,000 persons against the
hazards of old age and disability In the United States. Though doubts may be
raised as to their permanency they are together at the present time making
payments to probably at least 125,000 persons who are superannuated or dis-
abled. Of this number perhaps 110,000 to 112,000 are on the rolls of industrial
organizations and 12,000 to 16,000 on the lists of the trade unions. There is
some slight overlapping of the two fields, chiefly on the railroads, some brother-
hood members drawing benefits both through their unions and under company
pension schemes.

Total payments of benefits In 1931 will probably exceed $75,000 000, of which
at least $70,000,000 will be paid under pension schemes maintained by employers.

The proportion of pensioners to persons covered by the industrial schemes, not
much over 2.5 percent, is much smaller than the proportion of persons over 65 in
the general population: 5.4 in 1930. A considerable proportion of the industrial
pensioners, moreover, are under 65. This discrepancy arises from two facts;
first, that industry in this country, particularly manufacturing and public utilities,
Is comparatively young and the age distribution of its employees much below that
of the general population; and second, that the long service requirements prevent
many persons who spend their entire life in industry from qualifying.

These conditions, together with the fact that not more than 20 percent of the
persons gainfully employed are protected by various kinds of private pension
systems, have made the growth of some form of state pensions inevitable. It is
therefore not surprising that in the short space of 8 years 17 States, with over one-
third of the population in 1930, should have adopted laws calculated to afford
some measure of old-age security. It seems probable that this movement will
continue.

The private and State pensions are not in conflict. Usually no one ith an
income of more than $300 or $400 per annum can qualify for a State pension.
The majority of industrial and trade-union pensioners receive higher ineones.
On the other hand, the State schemes do not cover permanent and total disability
and the prevailing age of retirement is 70, clearly too high to be of much assistance
to industry. There remains a large field therefore not covered either by industrial
or State schemes. It is now being provided for, if at all, on a charitable basis.

The European answers to this problem have been systems of compulsory insur-
ance in which employee, employers, and the State share In the assumption of cost.
That stage has not been reached in this country. But these systems remain the
only ones now existing in which complete protection is afforded the large bodyof
citizens against the hazards of old age and disability.

D. PHILANTHROPY VERSUS EARNED OLI-AoE ANNUITIES

Considering the nation (or the community) as a whole, it may be said that, in
the absence of any pension plan, people beyond the earning age are taken care
of in four ways:

1. With their own savings.
2. By relatives.
3. By charity (in institutions, in their own homes, or in homes of relatives).
4. By combinations of any 2 or all 3 of the above methods.
Where the social consciousness of the community merely calls for the relief of

the needy, the problem Is met by philanthropy, private or public, or both; when
the number of old people requiring assistance increases beyond the capacity of
existing public and private philanthropic agencies, the necessiy for more ade-
quate and better organized relief must be recogbised and met. Thus there arises
a demand for pension plans from the social welfare point of view.

But. as is seen from the facts presented above regarding industrial-pension
plans, there has also arisen within Industry a recognition of the' fact that it is
desirable from many points of view to have a definite plan for retirement of aged
or ageing workers of every grade and income, and that such plan should recognize
that the retirement benefits have been earned by the worker's services to the
I In St. Loo t, by oourt decree, the beard of trustees was abolished. Wages, however, were raised by the

amount of the pension assessment and a corresponding hieasse was mad IN union dues.
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industry. From this point of view has arisen the concept of the earned retire-
ment annuity, as distinguished from philanthropy.

A primary consideration, therefore, is forming an opinion or creating a policy
with reference to pensions is agreement among those concerned as to whether
the most desirable basic principle Is to be philanthropy or recognition of the
responsibility of industry. Proponents of State-pension plans and of increase
.and enlrgement thereof argue that even though large numbers of specific indus-
tries might ultimately make adequate provision for their own superannuated
workers there would still be many left unprovided for, and also that benefits
provided by different Industrial plans would vary considerably. From this they
argue that the State should assume the entire responsibility.

Industry, )n the other hand, viewing the constantly increasing costs of social
benefits undertaken by the State, is to a large extent committed to the policy of
solving this problem within the several industries. What we have today is a
trend toward recognition of industry's responsibility for providing retirement
plans for its own workers and the State (or States) assuming the responsibility
of providing for needy aged people on the basis of public philanthropy.

E. CONTRIBUTORY VEaSuS NONCONTRIBUTORY PLANS

Mr. Swope's suggested plan for industrial old-age pensions, referred to earlier
in this report, contains the provision that all employees after 2 years' service may,
and after 5 years' service shall, be required to put aside a portion of their earnings
for the pension fund, and that employers shall match employees' contributions
to the fund dollar for dollar. This s the principle of the contributory plan, baacd
on the idea that the individual beneficiary should make some provision for his own
ultimate retirement and that the benefits he ultimately receives shall be propor-
tioned to his own savings earmarked for that purpose. The compulsory provi-
sions of Mr. Swope's proposal recognizes the probability that a purely voluntary
contributory plan would bring forth contributions from relatively few of the
workers who should be covered by the plan and thus cause the failure of the
plan to achieve Its intended objectives. The fact that all the industrial plans
put into operation in this country since 1929 have provided for some form of
employee contribution, indicates the trend of business thought to be In thisdirection.

F. 83ouLD OLD-AGE PENSIONS PLANS Bm COMBINZ WITH LtrE, SICXNZSS,
DISABILITY, AND UNZMPLOTMZNT INSURANCE?

From the point of view of the individual worker, insurance to cover the risks of
unemployment, sickness, disability and death are important and of approximately
the same order of desirability as insurance to provide an old-age annuity. One
guest speaker who appeared before the committee, Mr. John R. Hall, urged that
industry should study the possibilities of insuring workers against all five of these
ailor azards. Mr. Swope's plan includes recommendations for life andis-

ability Insurane and unemployment insurance, as well as a pension plan. An.
other guest speaker, Mr. Ingals Kimball, director of group annuities of the
Metropolitan Life Insurance o., indicated to the committee the varying character
of risks involved in these different kinds of insurance and the complexities intro-
duced Into any study Involving all five hazards. In view of the fact that the com-
mittee's instructions covered investigation of old-age security plans only it has
been constrained to confine Its considerations to that subject, realizing that the
others constitute closely related subjects of primary importance.

Although because of the limitations contained in the instructions your com-
mittee has not made a detailed study of unemployment, the magnitude of the
problem was forced upon our attention, and we have been impresed by the need
for some provision against this hazard. While we would agree that the establish-
ment of a single scheme to cover diverse risks would be attended with grave
hazards, we are unable to see that this constitutes an argument against the adop-
tion of measures aimed definitely to cover a mingle risk.

There hays been established in this country a number of plans for the payments
of unemployment benefits or for the guarantee of employment, all on a voluntary
basis; some by individual establishments, some by trade unions, and some by
joint agreement between employers and employees, the most notable of the latter
type being the plans in the men's clothing industry in Chicago, Rochester, and
New York City. A number of proposals have been made for legislation looking to
the compulsory establishment of reserves from which benefits would be pal to
persons unemployed. The problem of unemployment isa vital one in our indus-
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try, and we suggest that the New York Building Congress would do well to famil-
iarize its members with the developments of experiments in the payment of unem.
ployment benefits and of proposed legislation on this subject.

0. SHOULD A BUILDING INDUSTHT PENSION PLAN BE ON A Loaz, OR A NATIONALBasis?

The only national retirement annuity or benefit plans for members of the build-
ing industry in operation today are the four existing plans of international building
trades unions described above. There is today no national organization represent-
ing the entire building industry of the United States of sufficient stren h and
influence to deal with this problem as effectively as it might conceivably be dealt
with locally by the New York Buildin Con Whatever changes may take
place hereafter in the organization of he building industry will not be likely to
change the dual character, local and national, of the industry, this dual character
being necessitated by the fact that Its operations are conducted on specific local-
ized building sites. These facts, together with the fact of the existing electrical
workers' plan, seem to point to present consideration of a localized New York
building Industry plan as a more practical basis of discussion than any general
building industry plan covering a larger territory.

H. Is IT FEASILB OR THE NEW YORK BUILDING CONORESS TO CONSIDRz
EeTABLISHINO A PENSION PLAN FOR THE BUILDING INDUSTRY OF NEW YORK?

While there are knotty problems of policy and administration involved in
setting up any pension plan which would be doubly complicated in this case by
reason of the complexity oi building industry organization and irregularity of
employment, the most important fundamental questions to be answered are:

1. How much would it cost?
2. Who would pay for it?
Since continuance of any benefit plan can be reasonably assured only If it Is

conceived on a sound actuarial basis, the first step in making a cost estimate is the
securing of necessary actuarial data. In the time at the disposal of your committee
to date it has been possible to secure only a sampling of the actuarial data that
would be essential for a study looking toward a complete plan. Through- the
courtesy of Chas. W. Hanson, president Carpenters' and Joiners' Local No. 257,
it was possible for Mr. Latimer, assisted by the Building Congress staff, to compile
from the union's records data as to age distribution and withdrawal and transfer
rates of its membership. Through the courtesy of the board of trustees of the
electrical contractors' pension plan, similar data on the membership of Electrical
Workers Union No. 3 have been made available to the committee. With these
two sets of data, we have In one case a sample covering a group of workers in one
of the old established hand trades and in the other one covering a mechanical
trade of comparatively recent development. These two samples, considered
together, may possibly be fairly typical of the New York building trades in general.
The statistical findings in these two unions are summarized in the following pars.
graphs. . ACTUARIAL ESTIMATrs OF PzNsioN CoTs

1. INTRODUCTION

In determining the advisability of action In respect to the establishment of a
pension system by any group, one of the most important factors is that of cost.
In this discussion, cost will be understood to mean the cash outlays required for
the support of a given amount of benefit, awarded to individuals under certain
specified conditions. The question as to whether such costs would be added to
the costs already incurred in the construction Industry will not be analysed. The
figures given will show merely the outlay, irrespective of the ultimate incidence of
cost.

The cost of the pension plan will depend partly on the terms of the scheme
Itself and partly on the number of persons who will claim the benefit. The
terms of the plan will specify at least the amount of the benefit, the age at which it
will begin for the superannuation benefit, or the service requirement i a permanent
and total disability benefit is provided.

There is an almost infinite variety of pension plans for which costa could be
calculated. Partly because of insufficiencies In the data, and partly in order to
simplify this report, cost calculations have been made In respect of only one plan:
a benefit of $600 per annum, payable for life, to all persons working in building



810 zooiNomC SE-CUnYM oT

trades it the 0it4 of New York up6ul attaining age 65, It Is assumed that all
persons oier 65 would be retired Immediately on establishment of the plap..

Returning to the second of the broad factors in cost, the number of persons wo
will receive the benefit, the number will depend in the first Instance upon the
numbers covered. There are, however, specifc characteristics of the group
covered, beyond total numbers which Are Important. Among the more lmpor-
tant of these aii existing age distribution; ago distributions of new entrants in-o
the trade in the ;Ity; entrance into and Withdrawals from the trade as conditioned
by the relative ,ttractiveness of work outside the building Industry and building-
trades oceupat ms In other localities; and trade-union rules

Most of these conditions vary with time. Men grow older; working conditions
change; economic activity dwindles or rises* and unions change their rules. The
Introduction of a pension scheme might itself produce changes. Persons who
Would formerly have left the building trades, or have moved to another locality,
might not do so if by such they forfeited claim to a pension.

It Is difficult to isolate and evaluate all these various elements. The factor
of mortality can be measured with a considerable degree of accuracy. But this
Is obviously not true of the other factors. The best that can be done is to take
the net results of thp~e factors from the experience of certain groups in New York
City, and measure them over a period sufficiently long to include a variety of
changing circumstances, and then further modify those estimates so that the
cost figures' will be conservative. This is what has been done.

For the purpose the experience of two local unions in New York City has been
available. These were local 257 of the carpenter, the largest of a number in
that trade In the city, and local 3 of the electrical workers covering the wholecity.

These studies Ind cated that the building trades In New York City are being
eai-red on by men in the prime of life, a considerable body of whom are remaining
permanently In the local trade. There has been a considerable Influx of younger
members who oz the whole have shosn a considerable tendency to leave after
a fairly brief period of membership. Despite this influx, the age distribution of
membership has been tending gradulfly upward. If economic conditions in the
industry become stabilized, and If this condition of stability produces neither the
rapid influxes nor the almost equally rapid withdrawals from union membership
which have characterized the past 7-year period, It seems altogether probable
that the age increase will not only persist but quite probably be accelerated.
This conclusion Is strengthened by the fact that even with such rapidly ehangng
conditions, among the carpenters at least, nothing has apparently arisen to affect
adversely the ability of men past middle age to retain membership In the union.
The rigid rules of this union concerning suspension for nonpayment of dues for
6 months furnish strong grounds for believing that union membership and work
at the trade have an even more intimate relationship than would ordinarily obtain
in most trade unions. o

In the past, over and above the body of stable membership there has been a
high degree of flux. So much so that' if past experience holds true for the future
a rather small minority of members will ultimately qualify for pension. It would
be hazardous to assume that this past experience will hold good, for if a pension
system is inaugurated, in addition to brining about more stability in the Industry,

there will be added an appreciable incentive to union members to remain in New
York and in good standing with their locals. In estimating cost, therefore, it Is
necessary to be conservative in selecting a withdrawal rate. The margin of error
Is such that It was deemed advisable to use three scales of withdrawals, one the
actual and two others lower than the actual. These withdrawal scales include
only persons who ceased to be members of the international, but not members
who transferred to another local For more detailed analysis of the data on
which these estimates were made see the appendix.

2. ANNlUAL PER CAPITA COSTS

The cost of a pension plan depends not only on the terms of the plan and the
personnel factors, but al on the method of financing adopted. In arriving at
the estimates given below the costs of deferred annuities were calculated on a
level premiumbais.'
Iln these eaec.ations the prelam was lesel with respect to the survivors of the group at the various

asbut not level wit' reepoet to ch individua lite at any time prior to the attalnnnt of the retirement
a For*a disctms0 of %be connection between method of financng and cost, see the appendij.
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(a) Benefi paid for entirely by employers

The purpose of these calculations Is to arrive at figures which may be applic-
able to the problem of estimating the total cost of a pension plan extending over
all the building trades men of the city. The most readily applicable figure under
the circumstances seems to be a per capita cost, rather than one for a local or for
the single trade; though data by trades would be relevant had substnatially
complete information for all been available.

For the members of the carpenters' union on November 1, 1930, the actual per
capita cost would have been:

Approximate actual withdrawal rate high ------------- $117. 98
Medium withdrawal rate ---------------------------- 131.93
Low withdrawal rate ------------------------------- 152. 57

Other things remaining the same, this cost would tend to fall year after year
for two reasons: First, 3.67 percent of the carpenters are 65 or over and would be
entitled to draw benefits immediately. The liability in respect of such persons
is fixed and ought to be liquidated with reasonable promptness. This total
liability amounts to $178.12 per capita for the union members covered by this
study and the initial annual payments would be at the rate of $22.03 per capita.
The liability could be liquidated in about 93 years If $22.03 per capita were
collected each year. Ani at the end of that time the total costs would fall by
$22.03. In the costs given above, however, it was assumed that the liability
would be liquidated in 20 years at a per capita cost during that period of $13.1 I.
This would be safe under the financial method discussed here. At the end of the
20-year period this item of cost would disappear.

The second reason why the costs would tend to fall would be that as the union
members attain age 65 .nd retire, they would be replaced by persons at much
younger ages for whom costs were lower. This process would tend to proceed
Fadually for many years. It Is a simple method for the liquidation of liabilities
n repect of the past activity of trade unionists in the city. Despite these

tendencies the level of costs will not be substantially lower for several years.
The annual per capita costs on a similar basis for the electrical workers were

as follows, using membership records as of April 1, 1930:
b. Xoncontributory pan

Approximate actual withdrawal rate (high) ------------ $64. 17
Medium withdrawal rate ---------------------------- 75. 55
Low withdrawal rate ------------------------------- 93. 13

AU these cost estimates allow for no refund in ease of death or withdrawal prior
to retirement of contributory plan.

It would be possible to divide the cost between the employer and employee
groups in various proportions. If, for example, the total present costs were
divided evenly between the two groups and if, further, the assessments were
levied on employees without extending to them any claim on the fund in case
of death or withdrawal prior to retirement, the per capita costs for each group
would be half the per capita costs given in the preceding section.

So far as Individual contributors are concerned, however, it has been found In
practice to be difficult to persuade employees generally to contribute without
expectation of any return unless they fulfill the requirements for a pension.
They will agree to contribute only on the condition that their own contributions
be returned to them or their survivors in the event of withdrawal or death prior
to qualifying for a pension. Some industrial pension plans provide for the
return of contributions under such circumstances without interest, the employer
usually getting most of the benefit of such interest. This practice we do not
believe to be justifiable.

In case employee contributions were to be returnable with interest at the same
rate as that asumect to be earned on accumulated funds, the average per-capita
assessment would be $107.67. This single figure conceals wide differences in the
individual costs. At age 50 for example, the cost for each year between 20
and 65 would be only $23.4?, whereas at 64, since the whole fund would be
accumulated in I year, the per-capita assessment would be $2,815.02.

There are three objections to assessing all employees a uniform amount. First,
come individuals would pay for part of the benefit of others. Moreover in the
present instance all persons under age 37 would pay more into the fund than the
total value of the benefit, including that prat supposedly paid for by the em.
ployers. Second, the annual cost of the benefit would tend to be lower as time
passed to that the proportion paid for by the employees as a group would be

i16807-35--52
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higher. Third, in case, for any reason the number of building-trades men in
city was reduced, it is probable that the younger group would be forced out.
Thi would create a drain on the fund disproportionate to the liablities canceledby the withdrawals.On the other hand, it is inconceivable that persons now advanced in years
could pay for one-half their own benefit. The employers would probably find
it necessary to pay for the liability which had previously accrued in respect of
work at the trade in the city prior to the inauguration of a plan. The data have
been insufficient to enable calculation of such liability. It seems likely, however
that the gost of a contributory plan in wh!ch half the current cost was assessed
against individual employees, but in which the past liabilities were borne by the
employers, would for a period of several years cost the employers about 80 per-
cent as much as a noncontributory plan carried entirely by the employers.

The average individual employee contribution would be about $43.07 on the
basis of the carpenter's data and $30.80 on the basis of the electricians' for a
benefit of $600 per annum. On what basis the total would be allocated to
Individuals is beyond the scope of this report.

3. TOTAL ANNUAL COSTS FOR THU BUILDING TRADES IN NEW YOVK CITY

It i considered a reasonable assumption that the carpenters and electrical
workers taken together form a typical sample of the building tradesmen in the
city. The chief question in regard to per capita costs relates to whether the
average should be a simple mean of the per capita figures for each of the two unions
or should be weighted by the membership, the data for the carpenters' local being
assumed to represent the whole trade in the city. On the latter basis the car-
penters' figure would have a weight of four and the electrical Workers', one.

Decision on this point in the absence of complete data i mainly a matter of
guesswork. In an attempt to make the estimates conservative, it was decided to
give the carpenters' figure a weight of three and the electrical workers', one. -

The exao number of building tradesmen who would be covered by a pension
scheme is not known. The numbers have been variously estimated. Two figures
are therefore given, one for 175,000 and the other for 200,000 persons. On this
basis the estimated annual costs are:

Noncontributory plan
I inet 500. Psyabl beginning at a 6)

178,000 200.000

Apptodma~te actal3 withdrawal rats (NOg).............................. 19.29% 760 $A0.gOS000
um withdrawal rat ............................................. 9M 6000 23,56000

Low withdrawal rte. ................................................ 24.099,250 27, 4 000

Contribufory plan
(Benefit .00. Payable beginig t ago65. Individual members pay for half the cmot benefi In recof service rendered a" Inauguration of plan. Employees' contributions returnabh with interest]

Annual costs to
employers

175,000 200.000

Aproximste actual withdrawal rate (bigh) .........................14634. 00 1147 0
Medium withdrawal rate ...................................... 14.497.000 18,95K400
Low withdrawal rat* .................................................. 19. 19.400 22.0O3,800
Annual costs to all employees ......................................... 7, 00,000 81 0.A000

The3se cost figures do not include any administration costs, which would ulti-
mately have to be taken into consideration. They would amount to approxi-
mately 1 percent of the total funds handled by the administrative body.

These estimated cost figures, to be fully comprehended, should be viewed In
comparison with the gross Income of the construction industry of New York and
with the total income of the building trades, For this purpose they have been
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compared In the following table with total contract figures for all building and
engineering construction In the five Boroughs of New York, as recorded by F. W.
Dodge Corporation. It has been assumed that 40 percent of the total dollar
value of contracts represents wages paid to construction labor. The comparisons
as shown inthe following table.

COST COMPARISONS OF PENSION LANS

TABLIE l.-Noncortributory plan (cost borne by employer group)

Minimum annual cot. Maximum annual cost,
$1.29%760 covering 17.- $27,842,000, covering 200,:
000 workers, high with- 000 workers, low with

Total t on- drawal rates draws ratesPeriod ov~ered tract volume

Peroent Of Percent of Percent of Percent of
gro income eot
of industry tont total wag s

Average, 1919-31..............9498,977,000 262 865 &94 9.55
LOwest year, 1919........... .279.478,200 .65 1&38 9.85 24.64
Highest year, 1926 ............... 1157,041,800 1.58 3,95 238 95
This year, 1931 (estimated) ...... 4, M6, 000 &98 9.95 99 lM0

TABLZ II.-Conributory plan
[Empoyer groupbearing total cost of retiring all workers aged 85 at inception of plan and hWi the costs
of a, effts to all other workers thereafter; employees under 65 at Incept on of plan to pay hai the cost of
their own benefits and have the privlege of collecting aorued cash surrender value of benefits on with
drawai EMPLOYERS' SHARE

Minimum annual cost- Maximum annual cost-
14 634,200 covering 122.033,600 covering
75.00 workers, high 20000 workers, low

withdrawal rates withdrawal rates*Period covert! Total 002n-
tract volume

Percent of Percent of Percent of Percent of
SIncome total Wae grs income tot aof Industry *(industry

Average 1919-31.............. 96,/7,000 o2.0 & 24 3&15 7.8
Lowest year, 1919............. 2"9,478200 324 13 09 7.85 19.71
Hilbest year, 192 ............ 1, 157,041,800 1.26 316 1.90 4.78
This year, 1931 (estimated) ...... 49,65,000 &.i8 7.98 4.97 IL8

EMPLOYEES' SHARE

Mlnlnmum-$7000,000 Maimum-5,000.000
Tots] con-

tract volume Percent of JPerect of
total wages total wages

Average 1919-3 .............. OK777 000 .............. ... i0 ................ $
Lowest year, 191 ............. 279,478200 ..... 2 . ..... 71
Higbest year, 1928 ..............I. 157,041, 80.................. 1.1............... L73
This year, 1931 (estimated) ...... 45 , 000 ............... 381 .............. L..4

J. CONCLUSIONS FROM COST COMPARISONS

1. A noncontributory plan, with the cost borne by the employers and, pre-
sumably, passed on to the public would Increase the cost of construction operations
from 2.6 to4 percent, assuming that future construction volume in dollars wiU
average the same as in the years 1919-31. The exact percentage would depend
on the exact number of beneficiaries covered and on the rate of withdrawal of
those beneficiaries from the Industry. (Table 1.)

2. The burden on the Industry of a noncontributory plan with a fixed lump-sum
benefit woulo constitute a fixed change that might be easily met in prosperous



814 . o ON tO S1C0T19fY AOT

years, but would be Increasingly onerous in a year of depression. From the
figures In the table it is seen that while the minimum annual cost figure represents
2.62 percent of the average gross income of the Industry during the past 13
years, It represents 6.55 percent of the 1919 income, only 1.68 percent of the 1926
income, and 3.98 percent of this year's income. If sufficient funds were accumu-
lated In Food years to effect depleted earnings of the Industry in bad years, this
Irregularity might be Smoothed out. But this would not, take care of a permanent
or long-enduring reduction in total dollar volume of construction brought about
by reduced construction costs persisting over a long period. To obviate the pos-
sible burden of a fixed lump-sum benefit, a plan based upon devoting a fixed
percentag6 of the Industry's gross Income or of its total pay roll, with benefits to
the extent that pension-fund accumulations will pay for, might be preferable.
(Table 1.)

3. The contributory plan is for many reasons more desirable than a noncontrib-
utory plan. However, its total cost to employer and employee groups combined
is somewhat greater than that of the noncontributory plan because of the neces-
sity for refunding the whole of their accumulated contributions with interest to
members who withdraw before qualifying for a benefit. This feature is an added
benefit of considerable value to the participants in the plan. (Table II.)

4. Fluctuations in total construction volume and in the value of the construc-
tion dollar impose the same variability of cost burden in the case of a noncon-
tributory plan as with the contributory plan. Here again consideration should
be given to the possibility of a flexible benefit provision proportioned to the
amounts the administrators of the fund could collect on the basis of fixed-percent-
age assessments on employers and employees.

K. PROBLEMS Or ADMINISTRATION

There is not today any organization within the building Industry of New York
set up to administer a general pension plan. Such administrative body would
have the duty of collecting and administering the pension funds and of keeping
complete records of all pertinent data as to age, union-membership status, andemployment of all participants. For collecting funds and keeping statistical
records a sizable clerical staff with competent supervisory officers would be

necessary. For administering the funds and paying benefits a policy would
have to be determined, to decide whether this should be done by placing the
business with insurance companies, by employing a trust company to handle the
investments, or by permitting the administrative organization to set up an invest-
ment committee, probably aided by competent investment counsel, to invest
the funds and disburse the benefits. The latter plan is certainly full of dangers
against which adequate eafegu yards would have to be made. The administrative
organization would probably be supervised by a council, or board of trustees on
which employers, employees, and independent interests would be represented.

L. CONCLUSIONS AND RECOMMENDATIONS

1. Your committee concludes from its study that a sound system of old-age
pensions for the building industry is socially desirable and that the need for such
a system or systems is likely to increase with the growing proportions of older
people in our population. A contributory system with compulsory participation
of all those eligible would In our Judgment be desirable.

2. The New York Building Congress should recognize that industry has a
responsibility for furthering sound old-age pension p ans, and for coordinating
any New York building industry plan that might be set up with the New York
State pension plan.

3. The cost of a contributory building industry plan to proximate an old-age
annuity benefit of $600 a year, as used in section F of this report for purposes
of illustration would not be so great in moderately prosperous times that it
should alone deter the building Industry of Now York from setting up a private
old-age pension plan for its members.

4. While administrative problems inherent in such a project for the loosely
organized building industry may possibly be even more difficult of solution than
the problem of total cost of the plan, the joint action of employer and employee
groups on ouch a project might conceivably be a great benefit to the industry in
uniting it for a common objective of cooperation and stability.

5. In spite of the conclusions stated in paragraphs 3 and 4, your committee does
not recommend the adoption of a privatebuil ding industry pIan such as described,
for reasons appearing herewith. The studies which have een made of the flow
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of employees into and out of the building trades in the city indicate that only a
small minority would remain in the industry, locally or elsewhere long enough
to qualify for a pension. The same condition is known to prevail In industries
which have private pension plans. Therefore it appears likely that universal
adoption of industry pension plans of the type now in vogue would fail to benefit
substantial numbers of persons who attain pension age.
6. In view of this probable inadeuacy of private plans, State pension plans are

likely to be extended in scope and geographical coverage and the New York
State Old Ago Assistance Act is likely to be broadened. In line with this broaden-
ing process the committee recommends that the New York Building Congress
endorse a proposal to amend the New York State act by reducing the minimum
age of eligibility from 70 to 65.

7. The committee recommends that the New York Building Congress adopt as
its policy in regard to future old-age pension developments the principle of a
State compulsory contributory plan to which the employers, employees and the
State would contribute; in which the needs of the building industry will be fully
considered in formulating the plan and in which existing organization of the indus-
try would be recognized in the administration of the plan.

8. It Is recommended that no further study of this subject be undertaken by
the New York Building Congress unless its executive committee wishes to inau-
gurate complete research studies with the intention of putting an actual plan
into operation. For such a purpose much more intensive research, Involving the
securing of data on all the building trades of New York, is necessary. In the
cae of many trades, it would probably be necessary to induce the union officials
to set up such statistical records covering their members as are not in existence
today. Furthermore conditions of employment in the building field change
rapidly, and changes In age distribution go on all the time, so that data collected
in advance for research purposes might be quite obsolete by the time the Building
Congress, or any other building field organization, was ready to inaugurate a
pension lan.

9. It is recommended that this report be printed and distributed to all mem-
bers of the New York Building Congress and all building-trades organizations in
Metropolitan New York and to those who have cooperated in making this study.

MALCOLM M , CHICAGO, ILL., February 6, 1985.

President MfcGraw-Hill Publishing Co.,
New York, N. Y.:

Retel contractors building industry because of individualistic nature of business
not actively concerned over social legislation as an industry. Results Federal
housing program particularly and public works program slightly make such
readers generally sympathetic or apathetic administration efforts. Manufactur-
Ing readers are minority group with us and only a few larger ones are seriously
concerned over program. . . SAWILL,

Domstic Engineering.

FEBRUARy 7, 1935.
Mr. MALCOLM MUIR,

Alcaraw-IHill Publishing Co., New York City.
DEAR MR. MUIR: Yesterday I received a telephone call asking me to submit

any special ideas I might have regarding legislation relating to such matters as
ol -age pensions and unemployment compensation. Needless to say I would
have liked very much to cooperate with you, but because of the fact that I had
just returned/to my desk after several weeks in the South, I just couldn't do so.

In the first place, so many people in my own organization tackled me with
various matters that I really did not get any time of my own until this evening
and, in the second place, I really feel (because of my absence from town) quite a
bit out of touch with the latest developments ana trends as regards so-called
"social legislation."

In the course of my travels, I did become increasingly impressed with one
des, namely, that standardization on a Nation-wide basis of almost anything

from prices and wages to doles and unemployment compensation is thoroughly
Impractical and unintelligent.

While my own beliefs In this mat'- - may be thoroughly out of step with those
who are bette; Informed and those wno constitute the ruling majority, I neverthe-
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less hold to the opinion that the Federal Government as such should not be'a
direct party to either old-age pensions or unemployment compensation on tfie
grounds that such matters should be handled strictly by the States or subdivisions
thereof. Through no other means does there seem to be much chance of assuring
nonp)ltical allotment of money or distribution which in the eyes of local people
is strictly fair and justified from the standpoint of both the receivers of benefits
and the real donors thereof (taxpayers). Of course, it is not hard to believe that
political considerations will cause certain of the poorer States to be anxious to
draw social benefits for their people from the people of those States which are
able to anasa greater composite profits. In fact, the danger in this regard seemsso great at it at least seems vital for business men and publishers to make
every possible effort toward seeing that the Federal Government does not become
the sole contributor to either ol -age pensions or unemployment compensation,
but only a participating ontributor provided, that the major load is carried by
State governments or political subdivisions thereof and by employees. It also
seeimto me that there are many advantages in seeing that Federal contributions
to such ends are not based on Income taxes or pay-roll taxes, but upon a sales
tax.

Hope to have a visit with you in the near future.
Sincerely, RAYMOND BILtL, Presidenf.

(All ,nsIll

RADIO MANUFACTURERS ASSOClATION,
Chicago, Ill., February 6, 1935.Mr. RAT V. S Tmtpir,

Radio retailing, New York, N. Y.
DZaRRAY: I am sorry about the delay In attending your telegraphic request

which was due to my absence from the city, consequently I hope tut this air-
mall letter may arrive in time to attend your needs.

Unfortunately I am not in a position to give you a typical or industry view-
point on the Social Security Act, consequently lam offering my personal views
which should not be construed as representative of R. M. A.

The social service program of the President as proposed in the bills now before
the Senate and House, will undoubtedly be beneficial to the general public; pro-
vided, there are cooperative measures between the State, the employee, and the
employer in order that the additional burden to industry may not increase pricma
to the extent of retarding sales. The cooperative payment plan between these
three elements would in my opinion, keep the cost to industry down, as well as
create a responsibility with the employee that should be beneficial to the labor
relations of business.

All of the elements of this program should improve the mental attitude of the
employee and as a result of this assist business to the extent of this improved
confidence.

While I do not fully agree with all of the percentages and elements in the pro-
gram, I feel confident that after it is pushed around to both the Senate and House,
the modified form resulting will be the most economical method for offsetting the
rather numerous other forms of pensions, dole, and employment insurance that
will be presented to Congress this year.

I also feel that it is definitely necessary for the President to present something
of this type in order to avoid the highly burdensome radical plans which would
have a reasonable chance of approval in the absence of the social security pro-
gram. Sincerely yours,

The CHAIRMAN. Rachelle Yarros, N1. D.

STATEMENT OF DR. RACHELLE YARROS, HULL HOUSE, CHICAGO,
ILL.

Dr. YARRos. Mr. Chairman: In connection with title VII in your
bill dealing with maternal and child health I am particularly interested
in representing to you a certain phase of health protection as far asthe
mother is concerned.



ECONOMIC SEOUBITY A0T

Reading over very carefully the statements made by Miss Grace
Abbot and Dr. Adair at the hearing on this bill before the Ways and
Means Committee in the House of Representatives I wish to say I
agree with them thoroughly that the danger to the mother from birth
is still far too high- it is alarmingly high. Now I have been in practice
for 40 years, and Y was associate professor of obstetrics of the medical
department of the University of Illinois. In that connection I had
a great many cases. I, myself, brought into the world about 2,000
babies among the poor people, and I had a great deal of experience in
watching the situation personally, reaUzing what the dangers were.

Strange as it is, with all the efforts that the schools have made to
prepare their physicians better for maternity wards, and with all the
methods that have developed to improve the nursing service, the
mortality rates remain very high.

Now, in my opinion, we haven't gone deep enough into the subject.
There is no doubt that a great deal of child care is lacking on the part
of the mother, because she has not the information, but a good deal
more is due to the fact that she, herself, is not in any condition physi-
cally to continue the repeated efforts of her body resulting from child-
birth. In my opinion, and in the opinion of those who have watched
women bringing forth children in rapid succession, we have found
that the health of the mother deteriorates. It is a tremendous
physical effort, and now we know that all the endocrine glands make
a special effort during that time and it takes at least 2 or 3 years to
make a recovery.

Therefore I think, and many of those of my colleagues who have
watched the situation feel, that if the mothers among the poor could
face the number of pregnancies and childbirth as they are faced among
the more fortunate, the mortality among them would decidedly
decrease. These.mothers would be in better shape to face the addi-
tional effort. They practically have very little rest.

It is in that work that I first became deeply interested, in the
problem of spacing, limiting the number in the family, among not
only the poor but those of cur workers who have a rather low wage,
and constantly, as I watched them, I have seen that if they have a
chance actually to learn how to space the children and they have a
rest that they do better for themselves.

Now at on6 place the question was asked of Miss Abbott about the
mortality, this high mortality in childbirth, ind she said there is no
doubt it is due to the lack of care during childbirth and during preg-
nancy. To a great extent she is right, but to some extent she has
omitted a very important part, and that is that even with the best
of care a woman cannot recover rapidly enough to do her job well
and to do justice to herself if she keeps on having those frequent
pregnancies and childbirths.

Another point that was made by Dr. Adair, and the-point that we
must consider very carefully, is the fact that women all through the
ages, with the encouragement of their husbands, and now particularly,
feel that they cannot continue to carry the child and often the result
is abortions. Now, abortions are highly prevalent. In these United
States we haven't the exact estimate, but approximatelyit is stated
between half a million and a million women abort. Now a good
many of them are not self-induced abortions, but the mortalities from
self-induced, abortions is extremely high. They continue to do it,
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not because it is a pleasure, because on the whole most women are
against such procedure, they. are very unhappy about it, but they
resort to it as the lesr evil, and those of us who have come across
hundreds of those women feel that it is extremely unfair in modern
society not to give those women a chance to have the scientific
information that the contraceptive Clinics could give.

A study has been made by the Children's Bureau of the women who
have hada certain number of births and it is quito clear from that
study that the more children that a woman brings into the world, the
more pregnancies, the more her life becomes endangered. Now, this
is a thing that we must consider with the prevalence of abortions, self-
induced or criminal abortions, to which these perfectly fine people
have to resort or are resorting, and the fact that it is dangerous to
their health to continue these pregnancies and childbirths.

It seems absolutely necessary now, in this new undertaking, which
is such a marvelous thing for women, to save their lives and to save
the children that are born, it is absolutely obvious that we must begin
to face this fact: Instead of letting women induce abortions on them-
selves, with great danger to themselves, and having thousands of
abortions criminally induced, that we ought to begin to take this
remedy that we have before us, which many of the more intelligent
women and men take advantage of, and that is the methods of contra-
ception. It is practiced in this country very extensively. Most of
our educated people, professional people, have small families. The
mortality among the women is lower, the morbidity is lower, the
death rate among children is lower, and consequently the advantages
we have reached from this knowledge ought to be included as a part
of this great health protection that is going to be given to the women
and the children of those who are less privileged. On the whole, b
doing that we would give the mother a chance to do better for hersel,
better for her children, and there would be a lower mortality among
the women there would be a lower mortality among the children.
They woulk be able to have a better education, a better upbringing.

Welhope that we will not always have to protect those people by
this extra grant. We hope that in the future the situation will be
suchithat they will be able to do it for themselves, but I am very
sorry to say that because of tragedies and because of fear we have
not included this remedy, or this phase of protective work, which is
the prevention of conception, regulation of the number of children
born, spacing the children, in our work among the women and children
of those who claim our protection, particularly in these days.

It has been estimated recently n two very important studies, that
the birthrate is much higher, between 50 and 60 percent higher, among
those who are unemployed than it is among those who are partially
employed. That in itself is a tragedy. It is a tragedy because those
families are already exposed to the highest strain. There is tremend-
uous discord among them, there is friction and to add to that the
strain of pregnancy and childbirth, with all tie uncertainties, is almost
cruel.

It seems to me in this emergency, where we are facing so many
things and have tried to see facts, we ought to clear our minds on that
subject. It is a perfectly decent thing. It is practiced by the
finest, most enlightened, educated people. Instead of destroying life
after it is born, which is dangerous, it is simply to prevent conception.
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We have learned from long experience that there is no danger of the
race dying out. A hundred thousand histories that have been care-
fully studied, prove that a great many women and couples that space
their children have had more children, they have regulated their
families. Those who have the knowledge of birth control very likely
are going to have children, because they know they stop at any
moment and there is not this fear that exists and produces psychosis.

One can go on and talk about these things that are so important
to bring out in connection with the protection of women and children.
The only tragedy, it seems to me, is the lack of courage even among
thoroughly enlightened physicians and enlightened social workers,
philanthropists and thinkers, to link this problem of the lack of con-
ception with the whole scheme of health and protection to women.
If you did that adequately, I think it would soon be recognized as
just one of our preventive measures, which should be a perfectly
legitimate one, just as many others are legitimate.

The CHAIRMAN. I would be very glad, if you want to elaborate
your views, to incorporate your statement in the record.

Dr. YARROS. Thank you very much.

SUPPLEMENTARY STATEMENT TO THE COMMITTEE ON THE SOCIAL SzcuRITy ACT,
By Ds. RACHELLE YARROs, HULL HOUSE, CHICAOO

As previously stated a number of distinguished men and women have already
appeared before a Congressional committee and have expressed their views con-
cerning that part of the Economic Security Act which deals specifically with
maternal and child welfare. The statements made by Miss Grace Abbott,
Dr. Adair, and other authorities in this field have been very significant. We
must indeed provide the mothers and children of this country not only with
economlo security but with the beat medical and nursing care. If our work Is
to be at all effective and constructive and of permanent value to the family and
community, adequate maternal and infant medical care is essential. There is
one vital measure, however, which has thus far not been mentioned by the other
speakers, a measure of tremendous significance for the health and protection of
motherhood. I have reference to the dissemination of seientifio and adequate
knowledge concerning contraception. It is this aspect of maternal health
conservation that I should like to stress before this committee. In this great
crisis it is even more important that we should, face all facts courageously and
realistically.

In what way will the dissemination of contraceptive information conserve
maternal health? First, it will give the opportunity to every women to space
the births of her children according to hier own physical, psychological, and
economic status. It has been amply proven time and again that too rapid
successive chldbearings has a deleterious effect upon the general health of the
mother as well as upon the survival rate of the offspring. A great many deaths
of mothers during childbirth can no doubt be ascribed to the fact that they had
not had sufficient time to recover and recuperate from the previous delivery.
Dr. Walter Timme, an outstanding endocrinologist has recently said that every
woman should have at least 2 summers of sunshine between childbearings f
she Is to retain her physical mental, and emotional balance. When the period
between childbirths Is too short, the mother's resistance is low and she iS con-
sequently much more subject ?o the infections and complications which are
responsible for so large a percentage of our maternal death rate. Obviously
then, if the mother is to properly space the coming of her children and at the
same time retain her normal marital relations with her husband she must be
provided with adequate contraceptive Information.

Secondly, contraceptive Information for mothers will tend to reduce the Infant
mortality. Dr. Woodbury of the Children's Bureau has shown statistically
that the Infant death rate ts definitely related to the period of time which elapses
between childbirths. The shorter the period, the higher the Infant mortality.
According to his report; children born 3 years apart are subject to a death rate of
8doer 1,000 births; when the period Is years, the Infant death rate Is 98; when
children are igrn only 1 year apart the rate ri es to 146. Clearly then, contra-
ceptive advice for the spacing of children is of vital Importance to infant welfare.
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Thirdly, contraceptive information will remove the recurrent anxieties and
uncertainties of the mother. The repeated fear lest she conceive before she is
ready for it physically and economically is a source of serious mental and emo-
tional strain to every mother. This anxiety is responsible for an amount of family
unhappiness, misery, and maladjustment which we are only now beginning to
realize. Anyone who comes in contact with the intimate problems of married
life, realizes that thousands upon thousands of marriages are broken up and dis.
rupted primarily because of a lack of sufficient knowledge concerning the regula-
tion of births in th- family. There can be no doubt that efficient scientific contra-
ceptive advice will contribute immensely to the physical and mental well-being
of millions of families.

Fourthly, contraceptive advice will reduce the number of illegal abortions.
It is a well-known fact that a very large number of our women resort to abortions
for the purpose of controlling the size of their families, and that nearly 1,000,000
such operations are performed annually in this country. Abortion is an ancient
method of population control, but it Is a brutal, cruel, dangerous, and costly
method. The death rate from abortions is high, and the amount of physical
illness and mental in ury to which it leads is untold. Yet statistics show that I out

of every 3 or 4 pregnancies in this country is terminated by abortion. Can
anyone calculate the amount of misery, chronic sickness, and even premature
loss of life which this practice leads to? The only way to effectively reduce the
number of abortions it to provide women with safe, scientific, and reliable contra-
ceptive Information. Those of us actually familiar with the problems of maternal
and infant health and welfare feel very strongly that the greatest contribution
which can be made toward the conservation of the health of mothers and children
would be to provide contraceptive advice to the women who come for aid and
relief to the Government and State agencies. We appeal to you to face this
problem frankly, openly and realistically.

When you appropriate money for maternal and child health you must see that
it is used wisely. Iam very sure you do not wish to pour water into a bucket that
leaks. Money spent for prenatal and postnatal clinics is indeed worth while but
it is futile to encourage births-when common sense tells you deaths will be the
result. Therefore it is Imiortant that "other aspects of maternal and child
health service", as mentioned in this bill, definitely include contraceptive advice
and I respectfully suggest, gentlemen, that on page 51, line 12, after the words
"child health service you specify "including the establishment of clinics giving
birth-control information to those who desire it."

I also submit a resolution adopted at a meeting held in Washington last night,
representing every State in the Union, and attended by approximately 800 people.
The resolution reads as follows,

"Whereas In the present crisis confronting the American people, the national
purpose to relieve suffering and conserve human life finds expression not only in a
Naton-wide relief program, but also in steps toward a comprehensive program of
social security; and

"Whereas proposed Economic Security Act contemplates among other features,
the special protection of dependent mothers and children: therefore, be it

"Resolved That we urge that such protection include, as a basic feature,
making avahiabie to all families on relief, Information as to where they may obtain
contraceptive medical advice, so that they may properly space and limit the num-
ber of their children according to their ability t'j provide for them; be it further

"Resolved, That this group recommends the creation In the Federal Govern-
ment of a population bureau or department for further scientific study of the
trends and problems of population, based on primary considerations of public
health and racial conservation, to the end that a sound and'permanent policy
may be formulated In the interests of protected motherhood, healthy children,
better family life, and greater economic and social security."

I thank you.
The CHAIRMAN. Mr. Filene.

STATEMENT OF LINCOLN FILENE, BOSTON, MASS., WILLIAM
FILENS'S SONS CO.

Mr. FILENE. I should like to say, Mr. Chairman, before I read this
very short aper that I am in very doep sympathy with the general
purposes of this legislation, and any criticism that I have to make I
smply am making in the hope that it may be constructive.
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I want to speak particularly on the unemployment compensation
sections of the Wagner-Lewis-Doughton bill. Before giving you my
views I want to say one thing about the bill as a whole. It is my
belief that you are endangering the passage of all this social-security
legislation, with whose general purposes I am heartily in sympathy,
by having an omnibus bill. It may not be too late to separate the
different subjects in the bill so that they can be dealt with individually
and thus, I believe, more effectively.

In regard to the unemployment compensation sections of the bill
let me call your attention to the fact that the Wagner-Lewis bill,
which was introduced last year, and whose excise tax principle is a
vital part of the present bill, was drawn in such a simple way that its
passage would have accomplished two things absolutely necessary,
in my opinion, to enable the country to make a sound start in this
field.

In the first place, the Wagner-Lewis bill, like similar provisions in
the present bill, made it to the self-interest of every State to set up
some form of unemployment compensation. In the second pace,
differing from the present bill, the Wagner-Lewis bill left it to the
States to determine whether they should establish insurance plans or
reserve plans.

The Wagner-Lewis bill gave the States freedom to set up the type
of law they wanted, provided it met with certain minimum require-
ments. I am not suggesting endorsement of the 5-percent tax in that
bill which evidently was too large to meet with general approval. As
I and many of my associates read the present bill as introduced, it is
made impossible for the State to set up its own system of unemploy-
ment compensation unless it desires a system after the pattern of
that proposed in the bill. I think that this is a great mistake because
I think that all will admit that in this new field of law it is necessary
for us to have plenty of experimentation by the individual States.
Only from experimentation can we develop the types of unemployment
compensation best suited to the different sections of the country.

I am speaking from several years of personal experience. I served
on the interstate commission on unemployment insurance, appointed
by Franklin D. Roosevelt when Governor of New York, and for some
years I have been in very close contact with the studies made by the
King commission on stabilization of employment in my own State of
Massachusetts.

I feel that the most practical approach to the problem is to get
started in the simplest way with the least confusion as to adminis-
tration, methods, and form. That simplest way as I see it, is to
attack the basic cause of unemployment, name , irregularity of
work. This is true of prevention, not mere remedy. This is what
we are trying to do in Massachusetts. Some other States want to
attack the problem in a different way. But as I read the present
bill the States do not have freedom to set up their own plans, and
this applies particularly to those States which desire unemployment
reserves instead of unemployment insurance.

The very fact that there are so many differences of opinion leads
me to urge on this committee that we go back to the simple principle
and structure of the Wagner-Lewis bill. That principle is, through
the Federal excise tax, to make it imperative that every State shall
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set up an unemployment-compensation plan but to leave it to the
States to set up the kind of plan that their legislators determine upon.

I realize that your comnttee is under a great deal of pressure and
for this reason I have confined my remarks to this simple base
statement. In order that I may be on record a little more fully as
to certain general aspects of the problem and unemployment reserves
in particular, I am toaving with you a paper which I prepared recently
and which was circulated generally among the distributive trade of
the country. I hope that this may be of some help to you in your
work on this bill.

(The paper referred to is as follows:)

UNEMPLOYMENT RESERVES

By Lincoln Filene

We are at a time when we can postpone no longer some constructive action on
the question of unemployment compensation. It is a foregone conclusion that
this whole question, together with other allied questions of economic and social
security, will be placed before Congress by the President with definite recommen-
dations which will unquestionably result in definte national action. It is, there-
fore, necessary for us business men to give the most careful study to the subject
of unemployment compensation and determine in our own minds where we stand,
and what we propose to do about it.

For a great many years we have been misled into believing that those countries
that started unemployment-compensation plans many years ago were suffering
under a severe handicap because of them. We now know that the contrary is
the fact and that In Great Britain, for example, the -unemployment-insurance
system has been a buffer against want and distress and has saved both much
needless misery and vast sums of money on demoralizing doles.

The unemployment compensation systems in Europe have had the effect of
maintaining a certain minimum level of purchasing power for the masses of the
community. Thus, some of the worst effects not only of seasonal unemployment
but of the very great unemployment of the depression itself were cushioned and
society thereby protected.

At this point I want to state emphatically that while the European unemploy-
ment-compensation plans were undoubtedly of the utmost value to European
populations, it does not necessarily follow that we should copy European laws.
Our own economic and social conditions are not those of Great Britain, for exam-
pe. We have a different type of population; we have different methods of doing

usiness; we are still a relatively young country with opportl'v-ty before us;
we have the reputation for doing things in new and efficient ways.

It is said that we should have further study of this whole question of unemploy-
ment compensation before we take any action. I am impatient with this position.
It may be that some individuals require further time to study the question and to
make up their minds but this Is not a subject which has been at all neglected,
and the essential basic studies necessary to give us the information on which to
form a considered opinion have been made. For 15 years, under the leadership
of John . Commons, of Wisconsin there has been thorough and painstaking
research into the whole question. In the East, the seven-State commission on
unemployment Insurance, appointed in 1931 by Franklin D; Roosevelt, then
Governor of New York, made studies and investigations of its own. In my own
State of Massachusetts, a special commission on stabilization of employment,
appointed by the governor in 1931, also studied the underlying principles which
should be writteninto an unemployment compensation law an the egislature
now has before It the King unemployment-reserve bill, based on those investiga-
tions. The State of Wisconsin is the first to have an unemployrnent-compensa-
tion law, and although it is still early, preliminary reports of experience under this
law are available.

Broadly speaking, two types of unemployment compensation plans are being
considered. One is employment insurance with contributions by employer,
employee, and, as a rule, the State modeled after European laws. The other is
unemployment reserves, the s-alled "American plan" and, as I have already
said, the basis of the only law In this field now on our statute books, in Wisconsin.
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I favor compulsory unemployment reserves by State law with individual, j

separately cmpany funds, administered by the State, with no compulsory con.-
tributioM 'by employees, and with no contribution by the State except the cost
of admi-itration. I favor the underlying principle of the Wagner-Lewis bill
which imposes a Federal excise tax on pay rolls. This seems to me the best
practical method of securing uniform State action, uniform minimum standards
among the States, and the elimination of the disadvantage which the progresive
States would have if they enacted laws and added to their expense while other
States enacted no laws.

There is, I believe, a great danger confronting us at this moment. The danger
Is that we shall fail to see the basic simplicity of this whole problem and that
because of the present necessity of providing through community funds for the
millions out of work, we shall get ourselves involved in an attempt to establish a
complex system. I have said that we do not need further studies. It is, how.
ever, true that we do lack information about the actual extent of unemployment
during normal times, and even today. Because we lack this information it is
impossible for us to formulate a plan of unemployment insurance which will be
actuarially sound. Even if we could formulate such a plan It would not, in
my opinion, be the proper way to begiv enacting laws on this subject.

The basic principle back of unemployment reserves is to attack unemployment
at its source. This means attacking it in the individual business and attacking
It by attacking irregular employment. Many American industrialists have ex-
perimented voluntarily with this method of attacking unemployment and have
had notable success. The experience of these industrialists is a matter of record.
The practical working of the reserve theory is that the employer by focusing his
attention on irregularity of employment and .by penalizing himself for such ir.
regularity does everything that he can to prevent it.

Reserves are preventive, not a remedy. Unemployment insurance, on the
other hand, is admittedly a remedy, not a preventive. One of the foremost
American advocates of unemployment insurance has defined it as a method of
"alleviating the social and economic consequences of unemployment." I believe
that the proper approach to this problem Is, instead of accepting unemployment
as inevitable and providing a new community chest at expense of all, to localise
the cost to the employer directly instead of to the employee and to the community,
and hence to attack, as I have said, the evil at its very source.

Intead of enumerating the many sound reasons against unemployment insur-
ance, I prefer to discuss here the constructivereasons for unemployment reserves.

In the first place, I repeat that the underlying principles and purpose of re-
serves is prevention. Reserves direct the attent on of the employer to the
problem of stabilizing employment. This means cutting out seasonal unemploy-
ment rs far as possible, providing as steady work week In and week out as pos-
sible, approaching the ideal of a guaranteed job from year to year. Unemploy-
ment reserves are therefore constructive in underlying purpose rather than
palliative. Reserves are in accordance with the whole spirit of American busi-
ness and industry which has overcome so many apparently Insuperable obstacles.

The unemployment reserve principle places upon the shoulders of the employer
the sole responsibility for contributions to the reserve fund. Arguments in favor
of this are, to my mind, inescapable. In the first place, it is the employer, not
the employee, who can exercise control over conditions of employment. In the
second place, it is the employer, not the employee, who can plan and put into
effect measures regularizing employment. In the third place, it is the duty of
the employer to write into his business costs the cost of unemployment, and by
so writing this into his costs, to give himself every incentive to reduce this charge.
In the fourth place, the employer not the employee, can absorb this cost and
can and will pass it on to the pubc.

Under the unemployment reserves principle the widest room is left open for
experiments, for voluntary plans, for the practice of individual thrift and savings
by the employees, for guaranteed annual wage plans, providing employers and
employees wish to work them out together. In other words, the reserve prin.
ciple promotes constructive experimentation which I believe is in line with the
bet thought and practices of American industry and business, and sets up legal
minimum standards below which no plans may go.

The reserve principle prohibits employee contributions to the fund except on a
voluntary basis. Again the reasons for this seem to me inescapable. The under-
lyingprinciple Is that unemployment is a business ost and should be so charged
and hence paid by business, not by the employee. Precisely this sme principle
Is successfully operating in workmen's accident compensation laws throughout
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the country, and results in giving employers the Incentive to make their places of
business safe.

It Is said that labor will have more self-respect if It contributes to an unem-
ployment reserve fund. As a matter of fact, labor will bear without direct
contributions to the reserve fund a heavier share of the burden of unemployment
than the employer. In the waiting period before compensation as pad, under
most plans at least a week, the employee must finance himself. If unemploy-
ment Is longer than the short period during which compenstlon Is paid, again the
employee must finance himself. Lastly, since compensation is usually figured at
about 50 percent of wages, the employee must make up the difference to maintain
his standard of living. Looked at in this way It is easy to figure that the em-
ployee will contribute directly by his own lo3s of wages, under even the shortest
out-of-work period, at least 3 percent of his annual pay.

The unemployment principle appeals to thoughtful business men, lastly,
because It properly allocates the costs of unemployment where they belong.;
Under the reserve plan the employer with little or no unemployment after
having built up his reserve fund, will make no further contributions. Under
every unemployment Insurance plan the employer contributes to a general com-
munity pool which Is used to take care of the unemployed from every source.
The reserve principle stands strongly against Indiscriminate charges on the effi-
cient or fortunate Industry to pay, in ordinary times, for the unemployed in the
inefficient or unfortunate industry.

The Wisconsin unemployment reserve bill became law on July 1, 1934. The -
unemployment funds are In process of accumulation. According to reports from
that State, "by July 1 1935, it is estimated that they will aggregate nearly
$5,000,000, but although payments under the reserve fund may not begin for
6 months the effects of the law in stabilizing employment have already been felt.
Some 70 companies In Wisconsin have already guaranteed their employees for the
current year two thirds of full time work and wages for at least 42 weeks. As a
direct result of the act also many other workers are ncr;. employed on a year's
salary contract."

The same report on the Wisconsin law contains this significant statement: "In
effect the new law requires every concern employing labor to assume certain
obligations toward its employees and toward the community in which it operates.
Henceforth it cannot with Impunity hire (and often import) workers and then
leave them without resources, to be supported by the public whenever it does not
need their services. In this way the Wisconsn" act addresses Itself primarily to
the kind of unemployment that is most readily preventable. With only a few
months' experience to go on, some evidence is already accumulating in Wisconsin
on this point. Those who are administering the new law find that its company-
reserve feature has started many employers on a study of their employment
problems. They are beginning to figure out how to run their businesses to keep
their men as steadily at work and their reserves as nearly intact as possible.
With similar laws enacted in other States, regularization might tend to advance
and spread at a geometric rate of progress, since every concern that operates
steadily thereby steadies the markets in which it buys and sells. Steadier year-
round operation by the automobile industry, for instance, would make greater
stability possible in many related industries."

There are many other reasons for the reserve plan. One of the most important
of these reasons to my mind is its simplicity. We are today laying the foundation
for a great advance in legislation looking to social security. It is vitally Important
that we build the foundation in such a way that this legislation can grow safely
and successfully. Employer contributions are common to all unemployment
compensation proposals. I believe that we can avoid dangers and mistakes if,
at the beginning of our practical experience in this field, we confine ourselves to
this common principle, namely, employer contributions, and build from them on.
Essential to the success of any legislation of this type Is honest and efficient
administration. Again this means that we must have as simple and as easily
administered law as we can write.

I, therefore, repeat, let us attack the problem at its one most vital point namely,
irregularity of work, and with a law that will meet with the approval of the two
parties most directly concerned, the employer and the employee.

The cost of unemployment will finally be paid by the consumer of goods and
services, not by the employer. This is as It should be. But for this reason, we
business men have the responsibility of seeing to it that we eliminate all waste
and all unneeded items in that cost. The reserve principle automatically gives the
Incentive to reduce waste and hence to reduce, not to add to, costs that the cop-
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mumer must pay. From every point of view, then, as well as from the point of
view of building consumer purchasing power, the reserve principle Is the soundest.

I want to Leave with you the Idea that if we attack irregularity of work, we
shall make a start in a road to a system of unemployment compensation that will
be solidly grounded In American experience and adapted to American psychology
and economlo needs.

The CHAIRMAN. Mr. Elbert.

STATEMENT OF ROBERT 0. ELBERT, AIRY HALL PLANTATION,
GREEN POND, S. 0.

The CHAIRMAN. I wish you would, for the record, state to the
committee your business and what study you have made with ref-
erence to this particular subject matter, Mr. Elbert.

Mr. ELBERT. Mr. Chairman, my name is Robert 0. Elbert. M
residence is Airy Hall Plantation, Green Pond, S. 0. I have devel
oped in my statement, if I may be permitted to read it, more about
my background, and so forth.

The CHAIRMAN. Very well.
Mr. ELBERT. Mr. Chairman and gentlemen of the committee, I

have prepared a statement which I would like to read, as it is written
for the sake of form and continuity.

In reading the testimony that has so far been presented to the
committee, I notice that most of those who have appeared here have
been concerned chiefly with the old-age pension feature of the bill.
I believe the unemployment-insurance feature should be equally
important, and the major part of what I have to say will be on that
line.

I shall point out some vicious features of the bill as it now stands.
I am convinced that the unemployment-insurance features embody
a complete surrender to big business, and by that I mean it would
be captured by the big business min and the big farmer to the
exclusion of most of the smaller people whom it should be designed
to help.

In the course of my remarks I shall develop the proposal to put all
these social-welfare activities under one head namely, to create a
Department of Social Welfare, which should have equal rank with
other governmental departments, and be presided over by a Secretary
of Social Welfare.

Mr. Chairman, with your permission, may I read the statement I
have prepared?

The CHAIRMAN. You may go ahead.
Mr. ELBERT. My interest in this matter of social security goes back

for some considerable time. Long ago I realized that, in our economic
system too much emphasis was given to finance and mechanism, and
too little attention given to the security of the worker, who is an in.
tegral part of the cycle of production and consumption. Social secu-
rity simply means economic stabilization.

In appearing before you today I may say that while I am interested,
as a citizen, in the entire purport of the bill that is being considered,
my special interest is in its unemployment-insurance features.

I am a member of the Business Advisory and Planning Council, and
last year I served as a member of the Industrial Adviory Board.
While on the Industrial Advisory Board, Mr. W. E. Woodward and I
were appointed by the chairman as a committee to investigate various
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forms of unemployment insurance and to formulate a plan which
would be adapted to American economic conditions.

We made a report to the Board on June 18, 1934. Because of
numerous requests, it was necessary to have thousands of copies
printed and distributed. I spent all of last summer abroad making a
thorough study, first-hand, of the way in which other countries were
meeting their social problems. As a result I wrote a book on this
topic, the title of which is Unemployment and Relief, in which I
propose t plan which I believe to be the most practical one for
America to adopt.

The problem of social welfare is a practical problem; it is concerned
with a just distribution of earning power and the conservation of
human energy. It cannot be solved in terms of idealism, nor in terms
of greed. As a practical people we must do what can be practically
done.

Having been a laborer myself and having in turn employed others,
I think I know both sides of this question, and in my book I have
tried to present both sides in a composite mechanism of social service
which in the long run will, in my opinion, be for the best interests of
all our people.

There are some who think that through social-welfare leislation
they can redistribute wealth. They fail to appreciate that the more
wealth there is in the country the greater the opportunity for employ-
ment of labor. By the process of redistributing wealth we distribute
poverty.

The CHAIMAN. Have you available a copy of the book for each
member of the committee?

Mr. ELBERT. Yes, sir. Mr. Chairman, I sent every member a
copy of this book, but I would be delighted to send every one on the
committee another copy of it.

The CHAIRMAN. I received one, but I did not know that you sent
it to each member of the committee.

Mr. ELBERT. Yes, sir. Any legislation which interferes with the
activity of industry automatically and definitely stops the employ-
ment of labor.

Uneconomic taxation or too generous donations will destroy morale
and kill initiative. Initiative is our greatest asset and has made us a
great Nation. If we would protect labor we must protect industry
because it is the foundation of our wealth. Industry is already sorely
pressed by too high taxes. Let me mention only 22 of the taxes more
than 200,000 manufacturers must meet: State franchise tax; Federal
corporation tax, between 13% and 14g percent; capital-stock tax;
Federal income tax on undistributed income, a penalty tax up to
50 percent; excess-profits tax; real-estate tax; city, town, village tax;
State tax; county tax; light tax; fire tax; police tax; paving and side-
walk tax; park tax-employers'-compensation tax; sew.3rage tax;
N. R. A. code tax: school tax; telephone tax; gasoline tax; check tax;
and documentary tax.

I do not mean to say that all these taxes are oppressive, or unjust,
the point being that they are excessively numerous, confusing, and,in the aggregate, too high. The entire system of taxation is in urgent
need of liniplification. The proposed Wagner-Lewis excise tax adds to
the confusion.

Another objectionable feature is that which puts the whole burden
of employment insurance on the employer.

826



ECONOMIC SEOURITY AOT

This bill, S. 1130, is one of the most important pieces of legislation
that has ever come before Congress. I would respectfully suggest
that this bill, for so important a piece of legislation is badly drawn
and should be broken down into several separate bills. Ido not
believe that I am exaggerating when I assert that, as a turning point
in our history, it is as important as the Declaration of Inidependence.

When our forefathers signed their immortal Declaration they
declared for independence; now, when a social-welfare bill of the far.
reaching scope of this one becomes a law it will be an announcement
to the world that the American people have declared for mutual
independence. It will express our national solidarity. You cannot
solve any economic problem if you get all tangled up with preconceived
theories or with prejudices for or against anything or anybody. Yet
there is no use arguing with a man who is hungry and cannot get a
job, and who sees his wife and children in rags. It is useless to try
to explain to him that it will not help if he tried to pull down the
Constitution and destroy our American institutions.

I believe in the general principles outlined in this bill because if
proper legislation is enacted and administered it will do much to
assist in maintaining the balance between consumption and produc-
tion.

Mr. Chairman, there is no doubt that this committee and Senator
Wagner the proposer of this bill, are endeavoring to create legislation
that will contribute to a solution of our social problems. In a similar
spirit of helpfulness I feel impelled to criticize certain features of the
proposed measure. It is hardly necessary to say that anything that
is done will, at first, be in the nature of an experiment subject to
future changes; but at the same time, we should endeavor to make the
experiment a sound and sensible one, and profit as much as possible
from the experiences of other nations.

The bill, as framed, leaves the actual form of unemployment in-
suranco to the States. This means that we shall have 48 different
State systems, and 48 costly administrations and much duplication.
I think this arrangement will be found impracticable. Here is one
thing, for instance. Many large industrial concerns have plants in
several States. Their operations will be covered by various types of
unemployment insurance. Their workers are frequently transferred
from one plant to another. An employee may be insured one way in
New York, and, upon going to the Illinois plant, will be insured in
another way under the Illinois law. What becomes of the contribu-
tions Iiade to the insurance fund in his behalf under the New York
law? There will probably be some administrative provision for trans-
ferring contributions from one State to another, by making book-
keepin entries in the books of the Federal Treasury, and in the records
of tlie tate administrations concerned, or otherwise, but the bill does
not say how this is to be done; and, in any case, it will lead to a vast
amount of clerical work and correspondence.

It is assumed that a direct national unemployment insurance
measure would be unconstitutional. That assumption may or may
not be sound, but it is not the unanimous conclusion of the best legal
minds, by any means. That the Federal Governnnt has a constitu-
tional right to levy an excise tax on employers is conceded by every-
one. Does not the National Government have the correlated right
to distribute the proceeds of such a tax to unemployed persons? And

I VSO7-----5.I
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if contributions are required from wage earners under the system,
as I certainly think they should be, is there anything to prevent the
Federal Government from levying such contributions by means of
an income tax based on a percentage of wages and deducted from the
workers' pay?

The geographical argument against a national system has no merit,
according to my best judgment. This argument is that, on account
of the size of the United States and on account of the varying wage
standard and living standards in different parts of the country, one
uniform system would be inapplicable to the whole Nation.

Under the Elbert plan, proposed in my book, this objection is over-
come; it is fallacious, anyway. The Elbert plan provides for per-
centage contributions from both employers and workers; that is, both
contributions and benefits are based on a percentage of wages and
salaries. It should not make any difference, in principle, if the ac-
cepted wage is $15 a week in one place and $40 a week in another
place. The contributions and the benefits should vary in the same
proportions. So far as the employer's excise tax is concerned, this
percentage arrangement is provided for in the Wagner bill, but the
same provision should apply to workers, and there should be a flexible,
sliding scale of benefits.

The most vital of all objections to these proposed State systems is
that in all probability they will, in many instances, degenerate into
local political machines of enormous power and evil influence. There
is a danger of destructive political influences, in any event, even if
there is a national system; nevertheless our history as a Nation shows
that Federal institutions, operating locally, are more likely to be
conducted on a nonpartisan asis.

Senator KiG. You appreciate the fact that the Federal Govern-
ment and the Congress are subjected to perhaps as high a pressure
as any State legislature, don't you?

Mr. ELBERT. Yes, sir; I do appreciate that.
Senator KiNo. We have a Nation-wide propaganda that seems to

sweep like a torrent over the country. It affects Congress.
Mr. ELBERT. I realize that, sir. I also realize when I look at a

Senator I see thousands of people back of that Senator, or millions
of people, scrubwomen, workers, elevatormen, and they stand back
of every one of you gentlemen and you are here representing them, as
I see it. I think that is the main consideration, to think of these
poor devils who are looking to you, regardless of pressure. That is
the way I feel about it sir

Senator CONNALLY. Wil you read the last sentence again?
Mr. ELBSRT. There is danger of destructive political influences, in

any event, even if there is a national system; nevertheless, our history
as a Nation shows that Federal institutions, operating locally, are
more likely to be conducted on a nonpartisan basis.

Senator CONNALLY. I thought perhaps you had it the other way
around.

Mr. ELBERT. I am sorry, sir.
Senator CONNALLY. It is through the relief organizations that we

set up, operating through State organizations. The Federal Govorn-
ment has turn over this relief money in most cases to State agencies.

Mr. EL ERT. Yes, sir.
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Senator CONNALLY. Isn't it a fact that it has been, in many cases,
utilized for political purposes, dishing out Federal money without any
State responsibility at all? i

Mr. ELBERT. Senator, that is most difficult to say definitely- that
it is or is not. I would prefer not to comment on that, sir, if i may
avoid that question.

Senator CONNALLY. You were generalizing there. I was wondering
whether you could not elaborate on your illustration.

Mr. ELBERT. I think, Senator, where money is being doled out, or
handed out, or given out, even in private business, there are always
some forms of graft. May I continue, Mr. Chairman?

Many of the apparently difficult questions that surround this pro.
posed plan of unemployment insurance are not really as perplexing
as they seem to be at first sight. They arise from a misunderstanding
of the true nature of unemployment insurance and its economic
purpose. Its primary purpose is to sustain purchasing power, to
strengthen the stability of the national economic structure. Now
that can be done only by adopting the well-tried insurance principle
of mutual assistance, applied to the whole Nation, regardless of State
boundaries.

Senator CONNALLY. Would it divert you if I asked you a question?
Mr. ELBERT. No, sir.
Senator CONXALLY. I have heard a good many testify that the

main thing about this insurance is to maintain purchasing power. I
thought the main purpose was to take care of these people when they
are out of a job. I do not subscribe to the idea that it is 100 percent
for sustaining the purchasing power, so they can spend the money
as fast as they possibly can get it in order to make a profit for some.
body else. I might advocate it to take care of somebody that
might otherwise be on charity.

Mr. ELBERT. Senator, an efficient unemployment insurance will
take care of jobless people and tend strongly to maintain purchasing
power. That will be its economic effect. It is when our consumption
ails off and production increases and builds up inventories that

causes unemployment, sir.
Senator CONNALLY. Certainly.
Mr. ELBERT. That is the reason I am thinking of it from an

economic angle. Of course I think of it from a human side too,
but in thinking of it as correcting the economic evil we automatically
correct the human side of it by giving people constant employment,
and by providing a fund to meet unemployment.

Senator CONNALLY. I think that ought to be the major consider.
ation.

Mr. ELBERT. The major consideration, sir, is to keep people at
work, as I see it.

Senator CONNALLY. Many people appeared here and always talked
about increasing the buying power, as if their object was to confer
benefits on people in order that some corporation can grab the
benefits away from them in order to increase business.

Mr. ELBERT. Senator, as I see it, the wealth of the Nation is not
in its production but in what it can consume. That is what makes
a nation wealthy, its consumptive ability or purchasing power.

Senator Couzens. It does not make money to produce if you cannot
consume. '
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Mr. ELBERT. No, sir. An inventory represents money invested.
If a business man gets too much stock on hand he cannot help himself;
he has got to shut down, that is all. If you can keep up the buying
power the manufacturer will keep employing men. Senator, you
would hire every man in the United States if you could make money
doing it.

Senator COUZENS. There are some of them that I would not hire.
[Laughter.)

Mr. E tBERT. I say if you could make money doing it. That is the
object of the business man. Ile is just out to make money. Is that
all Senator?

Senator COUZENs. That is all for the present.
Mr. ELBERT. I consider the segregation of State reserves as pro-

vided for in the bill to be a serious defect. The bill reads that all
funds contributed by any State shall be deposited in the Federal
Treasury and held there in trust for that State only. We all know
that there are periods when business and industry are depressed in
one section of the country-with a consequent large increase in un-
employment-while industrial conditions are good in other sections.
Is it the purpose of the backers of this measure to permit the insurance
funds of one State, or of several States, to become e rhausted through
the effort to meet unemployment benefits while other States have
surpluses to their credit in the Treasury? Evidently that is what is
meant, and my comment is that this provision is contrary to the most
elementary of insurance principles. The whole country is one eco-
nomic entity, and whether we believe it or not the fact is that we are
all in the same boat.

It is just as important to relieve unemployment in Maryland as it
is to relieve unemployment in Colorado. To that end I suggest that
all contributions for this purpose be pooled into one national fund
from which benefits shall be paid, under proper conditions, regardless
of geographical distinctions.

Business and industry are national in scope; the border lines of
States are mere shadows in their relation to the needs of a Nation-wide
commerce, or in respect to the mutual relations of capital and labor.
In administering certain parts of the social security program--such as
public relief and other forms of governmental charity-I think it
advisable for the States to cooperate, both with funds and executive
intelligence, for such matters can be handled more efficiently, and with
less expense, through local contact with the situation.

But unemployment insurance is another matter altogether. It is
not a charitable enterprise; it is meant to be, and should be, self-
supporting. Does anyone believe for a moment that it would be
wise to compel the large life-insurance companies to break up into
48 small companies, with 48 separate administrations and 48 varying
scales of premiums and benefits?

The segregation of State funds is a bad feature of the bill, but it
contains another invidious distinction which is even worse. I am
referring to the provision made near the bottom of page 46 of the
printed bill for what are termed "Reserve accounts" and "Guaran-
teed employment accounts."

Under the first of these provisions, that of "Reserve accounts" an
employer or a group of employers may be permitted to pay their
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contributions into individual accounts, held in trust for that par-
ticular concern or group.

Senator KING. You are condemning the Wisconsin plan, then, are
you?

Mr. ELBERT. Yes sir; I think it is the most vicious unemployment-
insurance measure that has ever been enacted, as far as the worker
is concerned. It is fine for big business.

Senator COUZENS. May I ask you a question at that point? You
have used the term "big business" several times. Can you define
what you mean by that?

Mr. ELBERT. The General Electric, the International Harvester,
the United States Steel, and corporations of that kind, sir. That is
my idea of big business.

'Senator COUZENS. From your study of the problem, have you any
view with respect to the limitation of capital investments as differ-
entiated between big business and ordinary business?

Mr. ELBERT. No, sir; I think it would be a difficult task to do that
because big businesses are, after all, primarily owned by small
stockholders. c

Senator COUZENs. They are not controlled by small stockholder?
Mr. ELBERT. Now, I did not say that.
Senator COUZENs. In most cases they might just as well not be

owned by small stockholders, as far as the management is concerned?
Mr. ELBERT. Yes, sir. I think that is true in a good many cases

and should be rectified. I agree with you. The small stockholder
has not a great deal to say, but I think the security bill that you put
through in Congress last year, and also the stock exchange committee,
will eventually work out something to correct that evil.

Senator COUZENS. You referred to page 46 of the bill?
Mr. ELBERT. Yes.
Senator CouzElis. And you said at the beginning of your statement

that this bill was in the interest of big business. Was it because of
the language at page 46 that you said that it was in the interest of big
business?

Mr. ELBERT. No, sir. Senator, if I am permitted I will explain
that. I will tell you what reserve accounts are and what guaranteed
employment is and I am against them because they favor concerns
that are wealthy and strong. I am talking against my own interest
to a certain extent in making that statement.

Senator Couz.xs. Are you in big business?
Mr. ELBERT. I am retired now; Iam not in any business, and I am

not connected with any business.
Senator COUZENs. Why did you say it was against your own

interest?
Mr. ELBERT. Because I have money invested in some big concerns.

I own stock and things like that.
Senator CozENs. But you do not run these big businesses?
Mr. ELBEST. I have nothing to do with any of them. I am devot-

ing most of my time and thought to social service.
Now, if I may continue, payments made from these fenced-in

reserves will cover only unemployment insurance compensation to the
workers in that particular industry or group, the reserve account may
be set aside to the credit of one employer only. The employers in-
cluded in these groups have no liability except to their own employees.
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The intent of this provision is apparently to allow employers in these
groups to reduce their percentage contributions after a certain reserve
has been set up to their individual credits.

In England this practice is known as "contracting out." It was
tried years ago over there, before the British had gained much experi-
ence in unemployment insurance. The disastrous effects were so
obvious that the "contracting-out" law was quickly repealed, but
not before the insurance and banking industries had set up their own
systems All contributions in England today, with the exception of
those male by banks and insurance companies, are paid into a single
national pooled reserve.

The "guaranteed employment" provision, as the committee
knows, is a device by which employers who guarantee their employees
full wages for 42 weeks a yiar are enabled to escape from the necessity
of contributing to the general state or national fund.

Both of these devices are bad.
Senator CONNALLY. Do you mean by that that they are exempted

away from the general provisions in the bill and are permitted to
segregate themselves off?

Mr. ELBERT. Yes, sir.
Senator CONNALLY. Why should that be?
Mr. ELBERT. They should not be. That is the surest way to kill

unemployment insurance and make it a failure, and if I may read, I
will tell you why.

Senator BLACK. That is the distinguishing characteristic of the
Wisconsin plan that you have just condemned.

Mr. ELBERT. Which I do not like.
Senator BLACK. Vhich you do not like.
Mr. ELBERT. I do not think it is practical.
Senator BLACK. In other words, it pernts business groups to have

insurance pools of their own instead of having them all pooled to-
gether?

Mr. ELBERT. That is it, and that is the only way, a pooling to-
gether, in which you will ever make unemployment insurance work.

Senator KINo. May I ask you a question?
6Mr. ELBERT. Yes, sir.
, Senator KING. The Wisconsin plan seems to recognize that a big
concern that conducts its business in a prudent way and initiates all
of the improvements the technological developments possible for the
purpose of making life safer and preventing casulaties, ought to have
some consideration and ought to have some marks of credit, and as
those marks of credit increase, obviously it would mean that their
casualties and unemployment are less and therefore there ought to be
a lesser tax levied upon them.

Mr. ELBERT. Yes, sir; that is the principle.
Senator KING. You do not approve of that. Take two em lo ers,

for instance. One is rather careless and indifferent to the technologi-
cal developments and to those things that would increase the output
and make a better situation for his employees; and the other is very
scrupulous in that regard, meticulous in watching all improvements and
watching the market so that his product wouldn't b unsold and so
that there would be a larger employment for his employees, don't
you think that he ought to have some credit for those. efforts which
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he makes to stabilize employment and maintain a uniform employ-
ment?

Mr. ELBERT. In my opinion, the state of affairs which you have
outlined has nothing at all to do with unemployment insurance.
We are mixing two ideas which do not belong together. Inefficiency
in industry is deplorable, but we should not try to correct it through
the insurance system. There is a different approach to that problem.

Senator KING. Would you favor a plan that would crush the plans
of about 400 organizations that have enacted such plans?

Mr. ELBERT. I am going to cover that in just a minute.
Senator KING. Companies like the Eastman Kodak Co.? Would

you destroy those plans?
Mr. ELBERT. The Rochester plan, on the whole has been a failure,

though I have no doubt that strong concerns, like tie Eastman Kokak,
are capable of maintaining their own insurance systems, but I do not
consider these separate systems desirable from a social standpoint.
Nearly all of these plans are failures. I cover those things, Senator.
[ have tried to anticipate and figure out what you would want to know
and if I am privileged to go on, I think I will save your time.

As I said, both of these devices are thoroughly vicious.
They are the conceptions of "big business" , and have been smuggled

into this bill, under one guise or another, by those who are opposed to
its primary purpose and plan to make an abortive thing of it, to cripple
it to such a degree as to render it ineffective. They favor "big busi.
ness" and the "big farmer." I do not say this in the sense that I
am especially opposed to big business because if I were I would be
against my own Government. Most big businesses we must remember
are owned by small stockholders with an average of about 10 shares
each. Proper legislation should be enacted to protect the worker
and conserve his funds.

Under the "reserve account" provision of this proposed bill-if and
when enacted into a law-the big business groups and the big farming
groups would set up their own insurance funds at, once.

Other employers whose personnel is composed chiefly of technicians
and skilled workers, in occupations where the stability and continuity
of employment are on a high level, would put themselves under the
"guaranteed employment" provision.

These segregations would be unjust in many ways. In the first
place they would be unfair to other employers who are carrying on
their enterprises under conditions which forbid the creation of special
reserve accounts, and who cannot guarantee-because of the nature of
their industries-employment to anybody for a stretch of 42 weeks.
In short, it would serve to give a distinct advantage to large concerns
and semimonopolies over their smaller competitors. How would
that come about? The answer is that with carefully selected person.
nel and highly skilled labor, employed by strongly entrenched com-
panies, the employment shifts would be slight, and the cost of carrying-
on this group insurance might very well drop down to a minimum of
I percent of the pay roll.

But over the vast extent of American industry the unselected
personnel must be taken care of. Unemployment insurance, as I
conceive it, is not intended only to cover trusted office clerks and
skilled electricians and linotype operators and other similar classes.
To dolwhat we expect it to do it should include, on an equal basis, the
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whole rank and file of American workers. It cannot be done on an
equal basis if you permit thousands of tight, closed-in insurance
systems and employment guaranties to carry on at the same time.
The result would be a patchwork system under which the percentage
rate of contributions would eventually have to be raised on behalf of
those who belong to the general mass of workers-and there you
would have an additional discrimination against the small employer.I Senator CONNALLY. Is it not the whole theory of this legislation
that those who continue in their employment regularly should con-
tribute sorfiething to take care of the casuals?

Mr. ELBERT. Absolutely; it will nevcr work otherwise.
Senator CONNALLY. Is not that the theory?
Mr. ELBERT. Yes, sir; but this bill does not work it out.
Senator CONNALLY. That is the theory, that the efficient ones who

have continuous employment will contribute to some whose employ-
ment is not so favorable?

Mr. EL ERT. Yes, sir.
Senator CONNALLY. The big company is going to have its efficient

men and they will never be discharged until they get too old.
Mr. ELBERT. That is right.
Senator CONNALLY. Unless you make both the efficient industries

and the efficient workers contribute to take care of the casuals, and
the inefficients, who are going to be the first to lose their jobs, you are
not going to accomplish anything.

Mr. ELBERT. You have hit it iight on the head, Senator.
Senator CONNALLY. I am enjoying your discussion. Therefore

if you permit these big efficient corporations, like the Standard Oil
and the International Harvester to segregate themselves off into
watertight compartments and run their own system, you are going to
destroy the whole basis of this legislation.

Mr. ELBERT. I think so; yes, sir. Unemployment insurance will
never work that way. •

Senator CONNALLY. I agree with you thoroughly.
Mr. ELBERT. Thank you, sir.
Senator KiNG. Do you not have efficiency in some of the smaller

enterprises?
Mr. ELBERT. Yes, sir.
Senator Kixo. It has been said that there is a point at which big

industry will suffer in economies and in cost of production in com-
parison to the cost of small plants and institutions which are as
efficiently managed. There is a point where the law of diminishing
returns becomes applicable.

Mr. ELBERT. There is no doubt about that.
Senator KINo. I know of many small mines that are operated much

more economically and efficiently and more satisfactorily to the
employees than the large mines, and the same with some small busi-
nesses in contradistinction to large business enterprises.

Mr. ELBET. That is true.
Senator KINo. So that I think you postulate or assume that big

business is necessarily more efficient than the small business, and I
do not think that is true.

Mr. ELBERT. They usually have greater resources. There are
probably some four or five hundred that have built up enormous sur-
pluses of money and insurance. What would they do? Immediately,
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they would go in here and guarantee the 42 weeks and put up the
necessary money to do that. In doing that, they are exempt from
the 3-percent excise tax as the bill reads. Then what else will they
do? What do they do when they set up that money necessary to do
that? They will take the money to be used for distributing divi-
dends, and reducing the income tax. So they are beating the Gov-
ernment two ways. I have to pay somewhere around 56 percent to
the Federal Government besides State taxes on my income. If that
money is set aside and built up as a reserve, it saves me 56 percent
from the Federal Government on income tax, whereas if it is paid to
me in dividends I am out that much and have to pay it on income
tax. It is a bad thing, and that is my objection to it.

May I continue?
The CHAIRMAN. Yes, proceed.
Mr. ELBERT. There are two underlying purposes behind these

proposals. One of them is to arrange things so that big business-
both in industry and agriculture-can eventually reduce the per.
centage cost of their contributions to a level below what the common
welfare would require. The other purpose is to enable big business
and the big farmer to tighten their hold on labor. The dictatorial
power over its own employees would certainly be increased in the
case of any concern that has a stranglehold-disguised but real-on
the unemployment fund which is designed to protect its own people.

In considering this matter I think it might be well to keep in mind
that employers may set up their own employment-insurance systems
right now, without the enactment of any law-and some have already
done it. Moreover, any employer may gtarautee employment if he
is moved to do so, and some have already done that, too. You do not
need a bill for such things. The purpose of an act of Congress in this
field should be to get rid of these private ventures by making them
unnecessary.

In the event the bill is passed with the provisions that I have just
been discussing still included in it I have no hesitation in predicting
that its effectiveness as a measure of social welfare will be reduced
by at least 75 percent. Moreover, when it becomes a law it will be
a sign to all men, as plain as a newspaper headline, that "big business"
has captured the strategic points of the unemployment-insurance
system and that it will be conducted as an adjunct or subsidiary of
the large corporations instead of fulfilling its proper function as a
broad measure if social welfare in which all workers may be included
on terms of equality.

Going further, there is another feature of the bill that I look upon
as a serious defect. It is provided that contributions amounting to 3
percent of the pay roll shall be paid by employers. Nothing is said in
the textabout contributions from insured workers, though by impli-
cation it is assumed that any State may enact a law which wvill require
such contributions. In the general hodge-podge of varying State
laws which will result from this bill, if passed in its present form, there
is every possibility that some States will require worker contributions,
and there is an equal probability that other States will not require
them. I am strongly in favor of uniformity in this matter. The
insured worker should contribute something to the insurance system
from which he will benefit. The so-called "gift system", under
which the worker pays nothing, but receives all the benefits, has never
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worked anywhere and it is not in use in England or in any other Ero.
pean country, so far as I know.

The gift system will lead to fraud, which should not be surprising
when one considers that those insured under it will have none of their
own funds in it. As a universal grab bag it will furnish a distressing
spectacle for a few years and a fertile field for congressional investi-
gations. After that is over it will probably be thrown on the junk
pile and some other system more closely in accord with practical
sense will be adopted.

Senator KING. I assume that your investigations showed that
nearly all countries where they have successful unemployment
insurance laws, if there is any country that does have it, the employee
makes contribution?

Mr. ELBERT. Every country, and Sweden has gone so far as not to
allow anybody to contribute except the employee. It is human
nature that when an employer figures that he can get more out of
his product because they have placed a tax on his pay roll, the
industry will immediately take that money and turn it right around
as though it were a sales tax and absorb it in its overhead, whereas
if you make it smaller for them, they are apt to absorb the cost
instead of putting it on the article. The higher we get our costs of
production, the worse off we are as far as competition and reduced
buying are concerned. If we could get Ford cars on an average from
the $600 they are now down to $300, there would be many times
more of them sold and many times as many more people employed.
Whereas if you tax Ford, we will say, or any concern-I am merely
using that as a name-and get the price up to $1,000, where they had
been absorbing these things there would probably be one-third of
them used. It just works that way economically. What we want
to do and what I am interested in is trying to get more people
employed. That is all I am interested in.

The unemployment insurance system should be a mutual concern,
the worker contributing half and the employer half of its funds.
The worker ought to be willing to do this as a matter of personal
self-respect. It will give him a stake in the system; he will be
part owner of all its funds, and he will endeavor to protect them
against unjust claims. Labor should be adequately represented on
all insurance administrative boards from the highest to the lowest.

In my book I suggested that the worker and his employer each con-
tribute 2 percent, or 4 percent in all. Two percent of the worker's
wage is equivalent to 1 week's earnings in the course of a year, and
the employer's contribution of 2 percent would mean only 1 week's
addition to his pay roll.

Surely any concern can afford to set aside a week's'pay roll and any
employee ought to be willing, I should say, to protect himself in time
of adversity to set aside 1 week's pay out of a year.

Senator CoUZENs. What have you to say with respect to the ability
of the employer passing it on to consumption while the employee is
unable to do that?

Mr. ELBERT. That is a danger, Senator, that will be done by busi.
ness if it gets too high. That is why I would like to keep it down low.

Senator CouzBNs. Whether it is high or whether it is low, the
employer can pass it on in his costs.

Mr. ELBERT. A great many will do that.
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Senator COUZENS. But the employee cannot.
Mr. ELBERT. No, sir; the employee cannot. It is unfair, but I

do not know any way that the employee can pass it on.
Senator CouzENs. Is not that an obstacle to your conclusion?
Mr. ELBERT. Well, it is a fact, and it is a situation. I do not see

that it improves matters not to allow the employee to contribute at
all, because then he wont feel that he has any interest in it, and
everywhere it has been tried it has failed.

Senator KiNs. And you think the advantages to be derived over-
balance the disadvantages?

Mr. ELBERT. I think it is so much better for the employee's sake
because if he is contributing money himself he will be alert to see that
no one takes any part of it wrongfully. Another thing, the 2.percent
from the employer amounts to a 2-percent raise to him really; it is
really an increase in his pay. Supposehe does put it on and he has to
absorb it, he has got it, isn't that so?

Senator KiNs. If he does what?
Mr. ELBERT. SupJpose the employer does add that to the cost of

production he is giving it to the fund for the benefit of the em-
ployee, an theoretically sometime that employee will get out of a
job" and use it. That 2 percent is tantamount really to an increase
or a spread in the wages for the benefit of the employee.

Senator KINo. Yes; but it is not costing the employer anything,
because he is taking it out of his buyers.

Mr. ELBERT. Yes, sir; it does cost him something.
Senator KiNG. How?
Mr. ELBERT. Through the cost of his material and all that. People

that are in competition-every industrialist wants to fight to keep his
costs down and he will be forced to absorb a great deal of that.

Senator kiNs. You have spoken of competition. Is there any
competition under N. R. A.?

Xf Fr. ELBERT. Yes, sir; I think so.
Senator KiNG. You think there is?
Mr. ELBERT. Yes, sir.
Senator BLACK. In your book, although you do advocate employee

contribution, you call attention to the number of millions of American
workmen who make so little now that you would simply be taking
away a part of an income which is altogether inadequate to support
them. I think you have a chapter devoted to the maldistribution
of income?

Mr. ELBERT. Yes, sir.
Senator BLACK. Calling attention to the number of millions who

do not make enough to contribute anything, and that you would
simply be shifting that purchasing power to somebody else.

Mr. ELBERT. No; not necessarily. I think, Senator, unemploy-
ment insurance really amounts to a spread in wages; that is about all.
It amounts to a reserve fund and a spread in wages.

Senator BLACK. You do have the figures in your book, do you not
of the millions who are receiving inadequate incomes now to livef
You call attention to that as I recall, very forcibly.

Mr. ELBERT. Yes.
Senator BLACK. And insofar as that group is concerned, it would

still more greatly reduce the inadequate income which they now have.
Mr. ELI ERT. It reduces it to the amount of 1 week's pay in 1 year.
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Senator BLACK. And to those who are drawing under $500 a year,
that is a tremendous sum isn't it?

Mr. ELBERT. Yes, sir; [ would say so.
Senator CONNALLY. But that is the very class that would benefit

mostly? The class that Senator Black mentioned?
Mr. ELBERT. Yes, sir; that is the very class, but the insurance

system can do nothing about it. In many industries wages should
be higher; in some they are too high. There should be a remedy for
thatA and I believe there is, but it has nothing to do with unemploy-
ment insurance any more than it has to do with life.insurance.

Senator CONNALLY. The casual workers and the lowest-paid
workers would get the most benefit out of this law?

Mr. ELBERT. Yes.
Senator CONNALLY. And it will be an incentive for them to keep the

system working properly, to keep the chiselers from attempting to get
something that they were not entitled to?

Mr. ELBERT. Yes, sir; you are quite right.
Senator COUZENS. What would you say to an excess-profits tax as

a fund to take care of this job?
Mr. ELBERT. I do not think that would work out, personally.
Senator CouzENs. You do not think it would?
Mr. ELBERT. It would complicate things. We have got a similar

tax to that. We have Stnte franchise tax, a Federal corporation tax,
capital-stock tax, and Federal income tax on undistributed income,
excess-profits tax-

Senator BLACK (interposing). We have no excess-profits tax. We
had it during the war and shortly thereafter, but not now.

Senator KiNG. You have a corporate tax, and we have increased
the taxes upon corporations.

Senator CONNALLY. There is a dividend tax.
Senator KING. Then we have an income tax.
Mr. ELBERT. I got my figures from a chartered accountant on the

taxes of a firm, and I would like to look that up. That is from the
taxes of some 200,000 manufacturers, which they have to pay, and
there is excess-profits tax there, according to what they tell me.

Senator CouzENs. I think you will have to check that up. Since
we have the capital stock tax, I think the enforcement of an excess-
profits tax would not be difficult.

Mr. ELBEnT. Senator, I feel that contributions from employer
and employee is the soundest way to work it, because that is based on
the soundest practical experience of other nations. England has had
about 25 years of experience, and I think of all of the other systems,
it would come nearest to fitting in, because we are all Anglo-Saxon
and it works better than anything I have ever seen.

Senator BLACK. The State contributions; if levied, would come
from high incomes and from profits largely, would they not?

Mr. ELL ERT. In England the employee pays one-third, the State
pays one-third, and the employer one-third.

Senator BLACK. So that if we follow the English system, we would
have to have a contribution out of the United States Treasury?

Mr. ELBERT. I will come to that.
Senator KING. You do not forget the fact when you speak of the

employers that more than half of the employers of the United States
pay no taxes at all, because they are in the red.
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Mr. ELBERT. That is true.
Senator KING. And a good many of them have been wiped out.
Mr. ELBERT. And I think, Senator, if you owned 100 shares of

stock of every corporation in the United States, your income would
be about one-half of 1 percent, if that.

Senator BLACK. A great many of those that show up to be in the
red have been demonstrated by investigations to be in the red because
of the payment of excess bonuses and excessive salaries, watered
stock, and draining the companies through subsidiaries and associates,
and affiliates.

Mr. ELBERT. I agree with you absolutely. I think it is a bad
practice and ought to be stopped.

Now, continuing, it seems to me that anyone on a wage or a salary,
and subject to the disastrous consequences of unemployment, ought
to be wling and eager to contribute 2 percent of his earnings to insure
his own welfare, particularly in view of the fact that his employer is
contributing an equivalent amount.

Under the Elbert plan, the compensation, or benefits, in case of
unemployment are considerably larger than the benefits proposed by
the President's Committee on Economic Security. For example,
under the plan that I worked out, with a rigid regard for actual con-
ditions, so far as they could be ascertained, the combined 4-percent
contribution would pay benefits for 26 weeks, in amounts ranging from
35 to 55 percent of the jobless worker's former wages. The variation
in benefit percentages depends on whether the beneficiary does or does
not have dependents. I am convinced that a 4-percent contribution
would take care of all unemployment in normal times nd in minordepressions.do not believe the proposed 3-percent contribution is adequate

in any event, and from the text of the bill it is to be further reduced
in effectiveness by a deduction of 10 percent of the amount to cover
the cost of administration. The cost of administration should be on
the Government-that would be the Government's sole contribution
to the insurance system.

I am of the opinion that it would help greatly in getting the system
started off on the right foot if this present measure were amended so
as to include a model bill-a standardized act-which the States
would be required to pass before being entitled to a share in the
excise-tax fund. In suggesting this I am assuming that a national
law is not possible and that we must have 48 State laws and State
administrations, whether we like it or not, assuming also that such a
model bill can be incorpbrata.d constitutionally in a taxation measure.

In the model State bill I would include a provision that the States
require insured workers to contribute 2 percent of their wages and
salaries, and in the present Federal bill which is now being considered
the employer's excise tax would be correspondinglyreduced to 2
percent. The result of this would be to make the body of insured
workers owners of the system to the extent of 50 percent.

The proposed method of collecting the employer's excise tax is
open to objections. The bill provides a plan of collection identical
with the prevailing method of income-tax collection. It would be
much more efficient, and much less clumsy, to settle thigh tax weekly-
or monthly, if wages are on a monthly basis-by using stamp books.
Under this cthod every insured worker is provided with a small book
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which he carries in his pocket. It contains his name, address, occu-
pation, name of employer, and amount of wages or salary. There are
blank spaces, numbered and dated by weeks. On pay day the worker
presents his book to the paymaster, and the paymaster pastes in a
stamp representing the correct percentage of the man's wages.
These stamps, used for this purpose only, would be on sale at every
post office. The insured worker carries with him the evidence of his
insurance protection; the stamp book is the equivalent of an insurance
policy.a

Under this plan the worker is not tied down to any one job or
place. On taking a new job he presents his book on pay day, and
his new employer pastes in the stamps.

Suppose, under the method of annual collection, the employer
fails in business-say in December. He goes bankrupt, he is unable
to pay any taxes. What happens then to his insured employees?
Are they insured or not? Evidently not, as nothing has been paid
in on their behalf for a year, and their employer has gone broke. It
would appear that their policies had lapsed.

And take the case of a contractor who is digging a sewer. He em-
ploys 25 men-all casual laborers. The work on the sewer is done in
3 months; the gang is discharged, and the men scatter. What evi.
dence have they that they are insured at all? To say nothing of the
infinite number of disputes and errors that will arise when that con-
tractor makes out his pay-roll tax return. Under the stamp-book
method these difficulties would not appear.

Public employment offices are an absolutely necessary feature of
any workable plan for unemployment insurance. They are so im-
portant, indeed, that I would put them at the head of the list of all
the administrative paraphernalia of the system. You cannot det
along without them. They keep track of insured workers; they pay
out benefits to the unemployed- they look out for new jobs for those
who need them; and, being on te spot, they will be efficient agencies
for detecting frauds.

In my book on unemployment insurance I suggested that agricul-
tural laborers, and domestic servants and Government employees be
left out of the system for the time being-at the beginning, at any
rate-and that the insurance coverage be limited to establishments
emplo ing three or more people. The proposed bill puts the limit at
establishments employ g four or more people.

The insurance should cover everyone engaged in manufacturing,
mining, mercantile and office work transportation, communications,
and so on, regardless of the number of employees. Otherwise, it
amounts to discrimination against the employee of small concerns.

Senator WALSH. Would you include barbers, for instance?
Mr. ELBERT. Yes sir.
Senator WALSH. And people working in small laundries?
Mr. ELBERT Yes sir.
Senator WALSH. Bakers?
Mr. ELBERT. Anybody that employs one person or more, excepting

domestic servants and farmers. Except Government employees and
State employees; I would like to see them excluded.

Senator CONNALLY. I thought you proposed three, and now you
say one.
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Mr. ELBERT. I have changed my mind since I hade my study in
England, and also there was much consideration and study given to
it by agreat number of people very familiar with the subject, and they'
say its isa mistake because they are discriminating against the little
fellow. Sir William Beveridge brought that out. In the English
system, if you hire anyone who is not a domestic servant, you pay the
tax, "and h has the record in the stamp book.

Senator WALSH. Are not domestic servants included in the German
plan?

Mr. ELBERT. I think they are, but there are very few domestic
servants in Germany. They are included; I am reasonably sure they
are.

Senator BLACK. With reference to your correspondence in England,
I read somewhere that there is an amendment offered at the present
time or in process of preparation to include agricultural workers and
domestic employees?

Mr. ELBERT.'Yes, sir; I had a long talk with Sir William Beveridge
about it. I think he is the greatest living expert in the world on it.
He is a director of the School of Economics of London. He invited
me to lunch 'iith him, and we spent a whole afternoon talking about it.
He said:

If I could only devise some way that could work out practically; I am working
on that, to try to include agricultural workers.

Senator BLACK. Hasn't there been a report made by a commission
on that subject?

Mr. ELBERT. I do not think that report has come out yet. I have
not seen it and lie usually sends me data of that nature.

Senator KING. In a small compact country, with the population
congested such as it is in Great Britain there would be fewer' diffi-
culties administratively than you would encounter in a country so
broad as ours?

Mr. ELBERT. That is true. If farm hands and domestic servants
are included it will lead to a terrific question of administration; it
will ruin you. I think farm hands and domestic servants should be
left out for the present; and, of course, all Government employees.

In the discussions that I have had with business men and indus-
trialists on the subject of unemployment insurance, one question
always comes "up, and that is, What will you do with this very large
re,%erve?

Gentlemen, may I say here that when I talk to the Englishmen they
all say, "You are not going to have big reserves in this thing." But
I do not agree with them. I believe that the combined reserves will
eventually amount to a billion dollars or more. The British think
we will never reach that amount because they say it will always be
squandered by legislation giving increased benefits.

If you use the money to buy bonds or other securities it will cause
their prices to rise above their natural market value; and whpn the
time comes to sell them they will be thrown on the market in a time
of depression, and accelerate the downward course of prices. If the
money is merely deposited in banks it will serve to increase credit
expansion in boom times when expansion is not needed, and it will
be drawn out in times of depression when its withdrawal will be a fur-
ther depressing influence on the banks.
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That is a question of grave import, and it needs a well-considered
answer. My answer is that the reserve funds should be sterilized
in some manner and I suggest this plan. They should be deposited
with the Federal Reserve banks, in the various districts; and it should
be written in the law that the Treasury Department would be ordered
to use these funds for the reduction of any outstanding debts, paying
to the fund interest on the basis of that then being paid on such out-
standing indebtedness.

For example, if the Government was paying 4 percent on long-
term moiey and, let us say, 2 percent on short-term money the fund
should be credited with 3 percent, or the average between lonf-term
and short-term money. I cannot imagine any valid reason why the
bill provides that the Treasury shall pay interest on unemployment
funds at a rate equal to the average rate of Government obligations,
less one-eighth of I percent. Why the deduction of one-eighth of 1
percent? Why should not the Treasury pay as much-on an average-
for the use of these funds as it does for any other funds?

Let us assume that the unemployment reserve fund has accumu-
lated $1,000,000,000, and that the Government's outstanding debt is
$30,000,000,000. I do not see hoi the Government debt could be
considered as reduced if it uses thi, billion dollars; it would simply
be transferring the ownership of its ouststanding securities. Obviously,
the position of the Government so far as its oustanding indebtedness
was concerned would be unchanged.

It would simply insure the safety of these funds at a fair rate of
interest consistent with such safety.

This method would also act as a tremendous stabilizing influence
and automatically force the central banks to restrict credit intimes of
booms and expr'id credit in times of depression.

Senator KING. I do not think we need to worry much about the
benefits or evils resulting from large reserves, because we will have
none.

Mr. ELBERT. I am hoping that we will if the system is administered
properly.

As I was saying, it would expand credit in times of depression and
would thereby-to all intents and purposes-be the same as open-
market operations. During boom times this method would have a
tendence to draw down the reserves of the member banks, inasmuch
as the fund would gradually increase, because of more employment,
thereby forcing the member banks to call loans and to be more strict
in loaning on collateral and so forth. During times of dpression it
would force the Federal Reserve banks to convert these bonds into
cash, which would be paid out, thereby expanding the credit struc-
ture-building up the reserves of the member banks so they could
expand credit about nine times.

The "tax remission" device proposed in this bill is open to some
valid objections, but I shall not go into them here. I merely want to
go on record with the statement that the "Federal subsidy plan" is,
in my opinion, the best way to get the excise money back to the
States.

Before concluding I would like to make a final suggestion. It seems
to me highly inefficient and inadvisable to have the responsibility for
this proposed social-security program scattered about among various
departments of the Government.
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Would it not be the wiser course to create a new department, to be
called the "Departament of Social Welfare"? This department
would include the unemployment-insurance system, the old-age-
annuity system, the Public Works Administration, public relief of all
kinds, the civil conservation camps, the health service proposed in
this bill, and aU other forms of social welfare. The head of the
department should be a Cabinet officer.

No man can read the future with complete certainty, but I am
willing to predict that we shall have the unemployed with us for a
long time, and that many so-called "emergency resources" are
destined to become permanent fixtures of the Federal administration.
We get nowhere by deceiving ourselves. That is why I suggest that
we abandon the haphazard method of trying to handle these problems
through indiscriminate bureaus.

The whole set-up i in urgent need of coordination and centraliza-
tion. Obviously, that can be best accomplished by a Department of
Social Welfare. Even if the purely emergency measures are found to
be unnecessary in a year or two we would still have in this proposed
Department tie old-age annuities, the unemployment-insurance
system, the health service and a number of other activities.

One of the important functions of the Department would be to
plan public works, housing programs, and so on, for years ahead.
Then, in~case the index figure of unemployment reaches a certain
predetermined high mark, the public-works program could be put
into execution without delay, and almost automatically. The
undoubted result would be a powerful check on a depression at its
inception.

Senator CONNALLY. Let me ask you this: You advocate a Cabinet
officer?

Mr. ELBERT. Yes, sir.
Senator CONNALLY. Wouldn't you, then, immediately get it into

politics?
Mr. ELBERT. No, sir; no more than any other department. Is

there politics in the Navy Department?
Senator CONNALLY. Well, the Navy Department has not got the

far-flung organization that this would have.
Mr. ELBERT. Senator, can you get it in any worse politics than it is

in now?
Senator CONNALLY. Let me make this suggestion: You want this

system absolutely divorced from politics. You pointed out the
danger of its becoming a political machine.

Mr. ELBERT. Yes, sir.
Senator CONNALLY. Why wouldn't it be better, instead of having

a Cabinet officer, to hove some permanent board of overlapping terms?
There is nobody as political as a Cabinet officer, because most of them
are running for President, and if you establish a Cabinet officer and
put him in charge of this, you would certainly open it up to a tre.
mendous political machine, it seems to me.

Mr. ELBERT. Well, it is our form of government.
Senator CONNALLY. It is our form of government to control and

manage those agencies and put those agencies where we think they
ought to be. We do not have to put them in a Cabinet office. We
have not got one for it.

116807-35----51
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Mr. ELBERT. No, sir; but I think it would be much more efficient
and better run and have one source.

Senator CONNALLY. I grant you that. Have a department.
Senator KING. Have a bureau.
Senator CONNALLY. I would rather trust some of these bureaus

that stay in all the time than some of these Cabinet fellows.
Mr. ELBERT (interposing). I have suggested boards to manage

each function of this, and I have a chart that I would like to submit
a little liter and showing a board controlling each of these operations
and under the direction and head of a Cabinet officer..

Senator CONNALLY. I do not think there is any sanctity about a
Cabinet officer. Every time we have a new movement, they demand
a Cabinet officer, and it immediately becomes a mere political engine.

Senator WALSH. You stated that it would probably be many years
before we could suspend appropriations for public works and relief.
Would you be willing to indicate how many years?

Mr. ELBERT. Senator, I could not do that unless I figure out what
you entlemen are going to do and what the President is going to do,
and I could make a guess then, perhaps a good guess.

Senator WALSH. Do you think it is necessary for us to continue the
present program of excessively large appropriations?

Senator KINo. $4,800,000,000.
Senator CONNALLY. I do not think it is fair to the witness, to inter-

ro ate him on that.
rr. ELBERT. Gentlemen, I would like to continue on this.
Senator WALSH. The witness shows some financial knowledge, and

I thought I might like to have him hazard an opinion as to when we
would be through with that.

Mr. ELBERT. May I say that the idea of a department of social
welfare is not merely an off-hand suggestion on my part. I have
devoted much time and study to this matter during the past 12
months, and all that I have learned through my investigations lead
me to the conviction that a social welfare department ought to be
created, and that it should take equal rank with other departments
of the Government and that its responsible head should be an officer
of the Cabinet.

It would be the most effective remedy for the endless and mysti-
fying confusions that now seem to emanate from the various scattered
bureaus. It would lead to a coordination in policy and to efficiency
in administration as well as a reduction of expenses.

Before closing, Mr. Chairman, I would like to respectfully make one
more suggestion to the committee and that is that the Federal Emer-
gency Relief Administration should be revised and converted into a
permanent National Public Relief Administration of five members, all
appointed by the President, with the approval of the Senate.

Senator CONNALLY. Why not a Cabinet officer?
Mr. ELBERT. It would come under the Cabinet officer under my

suggested plan.
Two industrialists, two labor men, with a chairman. The purpose

of the permanent relief administration is to superintend Fe era
relief measures. It ought to be entirely separate from the unemploy-
ment-insurance system, yet should be under the general direction of
the Secretary of Social Welfare.
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The purpose of unemployment insurance is to provide a friend for
the jobless worker, through his own cooperation and that of his
employer. As long as the insurance reserve fund lasts a jobless man
who is insured and has not drawn all the weekly benefits coming
to him is not destitute.

At the beginning of a major depression the insurance system will
act as a dam against the rising tide of distress, but it will not be
strong enough to withstand the pressure as the list of the unemployed
runs up to seven or eight millions.

What then?
The answer is that when the unemployment-insurance fund can

no longer take care of its beneficiaries an organized system of public
relief must provide for them. The human material with which
public relief will have to deal consists of-

1. Insured workers who have been out of a job so long that they
have received the full number of weekly benefits to which they are
entitled.

2. Uninsured workers who are not covered by the insurance plan,
and who have no resources of their own.

3. People of a higher social grade than manual workers who have
lost their income and resources and are not able to get on their feet
again.

4. The hopelessly incompetent and unfit who have never done much
work, if any, and'who are destined to be a permanent burden on
society.

Public relief should not precede, but follow, unemployment insur-
ance in carrying out its functions; but in the United States this nat-
ural course of things has been turned around, owing to the iact that
we have never had any unemployment insurance worth mentioning,
and public relief necessarily has to be considered first.

In the course of my studies on this subject I prepared a chart which
shows-in rather brief form-the activities of this proposed Depart-
ment of Social Welfare in the sphere of unemployment insurance, old-
age pensions, public works, public relief, and vocational training
schools for the unemployed. I am handing a copy of this chart to
the committee to be included as a art of my statement.

Senator LONEROAN. I would like to ask the witness a question.
Have you recommended the maximum period within a calendar year
for thepayments, and then the minimum amount to be paid?

Mr. ELBERT. Maximum amounts of payments?
Senator LOxEROAN. No; the maximum period for payment within

a calendar year and the minimum amount to be paid each week?
Mr. ELBERT. Yes, sir.
Senator LONEFIOAN. What is your recommendation on that?
Mr. ELBERT. My recommendation is 26 weeks by the contribution

of 2 percent by the employee and 2 percent by the employer. That
makes a contribution by each side of I week's wages each year. That
figured out, taking Government figures for the estimates, I should
say it should allow for 26 weeks of benefits to the unemployed.

Senator LONERaAN. And a minimum amount of how much?
Mr. ELBERT. At 35 percent of his income if he is single and up to

55 percent depending upon the dependents that he has. It is more
generous than the plan you gentlemen propose now with 3 percent.

845
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Senator Lo'ERGAN. That is 35 percent of his weekly average
earnings.

Mr. ELBERT. Yes, sir; based on that. If in the South it is $15 a
week, and the same amount of labor anywhere else is $40 a week, it
does not matter where you go, you have a stamp book and you are
paying on a percentage basis. It is much better, and the book is
there as the evidence. Take it for instance as in England-a man
that is getting 2 pounds a week as wages and another one getting 5
pounds-they both get the same amount. The insurance benefits do
not mean much to the man that gets 5 pounds, it does not mean as
much on a percentage basis as it does to the man that gets 2 pounds,
so it encourages loafing. He would rather not work. I am opposed
to this English plan of paying a flat rate; the benefits ought to vary
according to contributions. Is that what you want to know?

Senator LONERGAN. Yes.
Senator BLACK. All of the ideas which you have expressed here are

contained in a little book which you have written?
Mr. ELBERT. Yes, sir; except that I have modified them somewhat.
Senator BLACK. Have you put the name of the book in the record?
Mr. ELBERT. Yes, sir; and I would be delighted to send a copy of

it to each member of the committee.
Senator CONNALLY. I hope that you will send us your book.
The following report was submitted by Mr. Elbert:

REPORT OF UNEMPLOYMENT INSURANCE COMMITTEE TO THE'.
INDUSTRIAL ADVISORY BOARD

WASHINorON, D. C., June 18, 1934.
Mr. GOORoG H. MEAD,

Chairman Industrial Advisory Board,ashington, D. C.

DEAR MR. MEAD: Complying with the request of the Industrial Advisory
Board that we act as a committee to make a study of unemployment Insurance
systems, and submit a plan for consideration of the Board, we respectfully submit
the following data.

The report has been somewhat delayed on account of the magnitude and
complexity of the subject. In organizing our work we came to the conclusion that
the proper method of procedure was to begin at the bottom, without any pre-
conceived convictions, and develop the subject by testing-as far as possible-
every element about which there could be the least doubt.

The idea is a new one in America, so we had to proceed without having any
tangible body of past American experience to guide us. There has been much
difficulty in getting even the census figures properly correlated, as the census has
been compiled without any thought of unemp oyment insurance. But we have
been helped greatly by surveys made during the present depression by independent
organisetions.

We are particularly indebted to Mr. Warren Jay Vinton, director of research
of the American Association for Social Security. He has given much time to
the committee and has furnished us with a mass of pertinent facts and figures.

In the course of our investigation we have consulted most of the leading
American authorities on the sub ect, all of whom have willingly been of service.
Among them are Dr. Alvin H. Hansn professor of economics at the University
of Minnesota; Dr. Evellne Burns, of Coiumbla University Mr Abraham Epstein,
of the American Association for Old Age Security; and br. i. M. Rubinow, the
actuary of the Ohio Unemployment Insurance Commission.

Your committee also wishes to express Its appreciation of the cooperation of
Mr. Albert L. Deane, vice president of the General Motors Acceptance Corpora-
tion.

Yours truly, W. E. WOODWARD,

ROBERT 0. ELBERT,
" t Committee.
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PREFACE

Unemployment insurance-or compenstion-Is so flexible in Its mechanism
that It may take any one of several different forms. It may take the form
of a company plan, each concern considered as a unit, both as to contributions and
benefits. Or it may be self-insurance by the members of a trade union; or a
State-wide plan, or a national plan under Government supervision.

One of the duties of the committee has been to examine every plan that Is
sponsored by well-informed people with the object of determining a set of prin-
ciples on which a scientific and socially useful scheme of unemployment insurance
should be hi.ed

We shall say here, in anticipation of what we shall say further on, that our
studies of this subject have convinced us that-

1. In any well-conceived plan both the employer and the employee should
contribute. The State--or the Nation---should not contribute.

2. It should be compulsory on all workers in insured industries up to a certain
q wage limit.

3. The benefits should be paid to the unemployed as a right and not as a
charity.

4. Benefits to an unemployed worker should be paid only for a definitely fixed
number of weeks.

5. Funds should be pooled, Including all Industries and all employers and
workers in the same field.

6. There should be a labor bureau or exchange with numerous branch offices
throughout the country, for the purpose of finding jobs for the unemployed, and
for adminittering the Insurance system.

The GoverLment should not be required to contribute for the reason that a
large proporticn of the people (farmers, for instance) will receive no benefit from
the system. l'urthermore, the people as a whole will necessarily pay a share of

• the cost through the slightly increased prices of commodities.
Our calculatiofs ha% e convinced us that 4 percent of the workers' wages will be

sufficient to carry o-, u satisfactory plan; of this, 3 percent to be paid by the
employer and 1 percent by the worker.

No plan will be satisfactory, it thj end, unless its income is sufficiently large
to take care not only of transient employment but to set up, also, a body of
reserves which may used in caw of serious depressions.

PAsT I

We shall not take up the time of the Board in discussing the desirability of
unemployment insurance of some kind or other. Our appointment as a com-
mittee to devise a sound plan presupposes an acceptance of the principles of
unemployment compensation.

Unemployment Insurance, under any plan whatever, is based on the idea that
a reserve fund will be accumulated in normal times to meet the contingency of
unemployment in eras of depression. It should also carry the Insured over out-
of-work periods in normal times. All insurance is necessarily limited in the
extent of its compensation. If you die and leave an Insurance policy for $10,000
the insurance company will pay that amount and no more; you cannot expect
the company to support your widow and family to the end of their days. The
same thing is true of unemployment insurance. It is intended to carry the un-
employed worker for a certain length of time, and no longer.

The term "insurance" as applied to unemployment is misleading. There is
really no such thing as unemployment insurance if we accept the wo:d "Insur-
ance" according to its definition by insurance companies. Insurance can be
a applied only to future hazards which have an actuarial basis of probability so
clearly defined that it is possible to predict their occurrence and extent with
reasonable accuracy.

Frederick If. Ecker, president of the Metropolitan Life Insurance Co., says:
"In view of the many and changing causes of employment variation and the

that such a large proportion of ordinary employment Is the result of voluntary
human actions, it appears that the application of insurance principles to the indi-
vidual risk of unemployment is absolutely hopeless."

That Is doubtless true; but the principle of' compensation" for unemployment
within certain limits of money and time, is practical and sound. We recommend
that the word "insurance", as used In this connection, be dropped and "Unein-
ployment compensation fund" be used Instead.
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WHAT a WR RATING TO DO?

It Is always well to have a definite objective; to know what we are trying to do
before we start. Now, as we conceive it, the reserve fund should be accumulated
with three objectives:

I. The primary object of unemployment insurance is to afford a guaranteed
income to workers when they are unable to find Job'.

(a) In times of general prosperity there Is always a certain amount of unemploy-
ment due to seasonal variations, technological changes In industry ete. Un-
employment insurance up to 26 weeks will cover practically all individual un-
employment during general prosperity.

(b) in times of general depression workers will be guaranteed an Income during
the first 28 weeks of their unemployment after a waiting period of 4 weeks.
Unemployment Insurance will not, owever, be able to care for the whole problem
during a major deresson. The employed receiving benefitswil te d rst prongd Th have exhausted their
right to benefit must for by governmental relief Jor depression.

11. In connection he administration of unemplo nsurance a series
of labor exchanges ve to be set up. These will, I times and bad
serve to bring wor Into contact wiwl do m
and reu r th upplo of labor.

III. Unei.n et ha, an tant econo effect in
stablis I

-(a) Thes un ta aid t asbe fits the urcb~sn wer of
workers who. re wit out el- ent the trous ent

f consumpt n which now mar or minor e on.(b) Unded preet conditions at, oi t of de o~u0 even the orker

who have J curtail their epen or fear f uneon t It
a eo re be c e t o

tion, ese y at the ian k developing farasI te would. F , \•

(c) Prem ms are to Ipa dustr d by U& workers during g times
and saved f consump iot nvestrnent Is fully
made theoe tOfahese will be redu nsumptlo ood
times andex dItinbad t esan usaid smooth g out
cycle.

(d) If a sys of unempl ent ins cc Iin ct product can be
immediately cu led at the of depr without toonuch hard-
ship on the work At the begin present epression P dent Hoover
for humaitain ons urged Inu4try toavoid I f sarsl
overproduction was inued, and the conditions wlIct 1 the depression
were not corrected qu enough. Had unem loyrn surance been in
force, production could at have been curta a the same time the
unemployed workers would hay and have continued con-
suming more or less normally. The ep would have been of much shorter
duration with a more rapid return to economic balance, provided the Federal
Reserve banks had cooperated efficiently by open-market operations and other
means within their power.

PART II

THZ PLAN WI PRoPOS

We have drafted this plan as a Federal measure, but we are aware of Its possible
unconstitutionality. In case it is considered unconstitutional we recommend that
similar standards be required from the States to qualify under the Wagner-Lewis
bill.,

omwn usory and nat onal.-The plan should apply to the whole country uni-
for y, and eve employer and worker who false within its provisions ought to1 e Vvde toogo Ino It. ••

Coverage inctus.-All employees in Industrial and manufacturing establish-
ments that employ three or more people.

All transportation systems: Railroads, busses, street railways, steamship lines;
and also al1 systems of communication, such as telegraph, telephone, andradio.

All workers In mines.
All workers In forestry (except those employed by the Government), such as

timber-cutters, if three or more are hired by one employer. All workers In
fisheries, etc.
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All clerical labor In establishments where three or more persons are employed.
AU workers in stores, wholesale and retail, if three or more persons are employed.
Coverage edudet.-Farm laborers, domestic servants, but not servants in

hotels and restaurants.
Professional people, such as physicians, lawyers, engineers. But it should not

exclude their employees.
AU employees of the Federal, State, county, and city governments, except in

eases where the major portion of the income of the Individual comes from an
employer other than the government, in an establishment that employs three or
more people. Casua . workers for the government should not be excluded.

School teachers in public schools, but not those in private schools operated for
profit.

The near relatives of the proprietor or manager In any'business, such as sons
and daughters, brothers, sisters, nephews, and nieces.

Contribution8.-Four percent of the total pay roll (of those on the pay roll
entitled to protection under this plan), of which 3 percent is to be paid by the
employer and I percent by the worker. The contributions are to be sent to the
treasurer of the unemployment compensation fund and pooled into one large
reserve.

Blgii'iiiy.-Any insurable person who has worked 100 days in the past 52
weeks, or 10 days in the past 104 weeks is qualified for benefits.

The weekly payment of benefits should be limited on the ratio of I week's
benefit to 3 weeks of insured employment during the past 2 ears; that is, 1weekly benefit payment to every 3 weeks of work, but in no ease should the weekly
benefit payments exceed 26 in 1 year.The idea here is to restrict the benefits that would be received by idlers who
merely work enough to qualify for unemployment insurance. A man who has
worked less than 100 days in the past year, or 160 days in the past 2 years, gets
nothing.

The real worker, who works right along, can get 26 weekly payments whenout of a lob.
The time a man has worked in the past year (or 2 years) is not to be countedby weeks, but by days. The requisite 100 days of employment may run along

2 or 3 days a week instead of being 6 days a week for 20 weeks.
thai eriod. employee who loses his Job must report within 3 days to

meelyok Federal employment office. In the cities this will be a regularly equipped
office with a manager whose whole time is given to the matter of lookingfor Jbfor the unemployed. In smaller places some other arrangement will have to be
made; the employment official might well be the postmaster.The unemployed worker's name Is registered and an effort is made to get him
a lob, and he is expected to look for one himself. He should report three times
a week to the unemployment office.

He does not get any unemployment benefits until he has been out of work for4 weeks. Prof. Paul H. Douglas, who has made extensive first-hand studies of
unemployment, says that even in normal times 6 to 10 percent of the total
numt er of wage eamer arc out of employment; but he says, more tha half
of them find Jobs in les than 4 weeks. By making the waiting period 4, instead
of 2 weeks, funds are conserved for the more serious cases of unemployment.After a waiting period of 4 weeks an insured person goes on the benefit pay
roll. He continues to report to the unemployment office three times a week.

The waiting period of those who are discharged for misconduct should be
extended to 8 weeks. Then they should be on the same basis as others who are
unemployed. An employee who quitss job voluntarily ought to be made to
wait for 8 weeks also.

Amour of benes.-The weekly benefit should be varied according to the
number of dependents of the jobless worker. We propose this scale, tentatively:

PErtflof
Adult, without dependentsrved .................................... 40
Adult, with 1 dependent---------------------------------------....50
Adult, with 2 dependent............... .............. .............. 60
Adult, with 3 or more dependents--------------------------------. .. 65Young men and girls, under 21, who live with their parents, and whose parents

are not depend ent on them o ................................. ..... 30
The benefits paid to an adult (out of a job and qualifying) who has earned $30a

week would vary from $12 a week-if he is unmarried andwithout dependant--
to $21 a week if he has a wife (also unemployed) and two or more children.
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A stenographer who has been employed at $20 a week in an office and who lives

with her parents (not dependent on her) would receive 30 percent of her former
pay, or $6 a week.

In calculating former wages on which to base the benefits the weekly salary or
wage: of the last 6 months should be averaged.

Most of the plans that we have studied have a top limit of salary or wages for
insurable persons. It seems to us that anyone earning up to $60 should be
included; indeed, we think it would be better to take In anyone earning any
amount as wages or salary, as long as they were taken In on a $60-a-week basis.
Why not include a man who gets $100 a week, but let him make his contributions
on a $60-a.week basis, and receive benefits on the same scale when he is out of
work? The inclusion of anyone earning more than $60 & week would, of course,
be voluntary.

No benefits should be paid until the plan has been in operation I year.

COMMENTS

Now, the question arises as to how much the 3-percent tax on the pay roll would
increase the cost of goods to the consumer. It is extremely difficult, if not impos-
sible, to say, on account c4 the lack of data. The raw materials used in some
establishments go through three or four or even more processes in other establish-
ments before they are assembledfor final completion.

As a working basis we may take the relation of labor costs in manufacturing
to value of product for the year 1929, as given out by the Census Bureau.

(The following figures cover "manufacturing" only and are taken because
the census gives the valun of the product. The number of persons employed
in manufacturing and mechanical industries is.much larger, about 14,000,000.)
Wage earners in manufacturing establishments ---------------- 8, 838, 748
Wages paid during year ---------------------------- $11,620, 973, 254
Cost of materials ------------------------------------- 38, 549, 579,732
Value of products -------------------------------------- 70, 434, 863, 443

It appears that the relation of wage-cost to value of product over the whole
field of manufacturing'is 16.5 percent. The average yearly wage is $1,314.80.
(The average wage would undoubtedly be lower for 1933, and the proportionate
labor cost, in relation to value of product, would be higher.)

Three percent of the total sum of wages Is $348 626,198. Compare this with
the value of the completed product, and we see that the relation of unemploy-
ment compensation cost, paid by the employer, is 0.48 percent (forty-eight hun.
dredths of 1 percent).

That is not all, however. There are the materials and some of them were
created, or handled, by insurable labor, and that charge must be added. We
can only gLess, but as a guess we may say that the increased cost of materials
owing to unemployment contributions may be one-half as much, or 0.24 percent.
These two charges together make 0.72 percent. Then comes the transportation
of the finished product, and its sale. These opereti-ns may add another 0.24
percent. The total comes to 0.96 percent, which we fhtnk (as a guess) is some-
where close to being correct. By that we mean it would be correct for the whole
assembly of industries-undoubtedly so, if the census figures are right-but
there would be, nevertheless, great variations.

Some of the variations are shown in the following list:

Percentage coat of labor to value of product

Boots and shoes (not rubber) -------------------------------------- 22. 0
Iron and steel products (not including machinery) ------------------- 19. 2
Printing, publishing, and allied industries ------------------- 19. 8
TextileS. ------------------------------------------------------ 18. 8
Rubber products ------------------------------------------------ 1r. 2
Motor vehicles --------------------------------------------------- 9. 9
Chemicals and allied products ------------------------------------- 9. 3
Fertilizers ------------------------------------------------------- 7. 9
Cigars and cigarettes -------------------------------------- 7. 8
Paints and varnishes ----------------------------------------- 7. 4
Products of petroleum and coal ........................... .... 0.2
Sugar refining (cane sugar) ------------------------------------ .
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There are Individual variations that are remarkable. For instance, in 1929
the entire electrical Industry produced goods valued at $2,300,916,000 and paid
$456,000,000 In wages. The labor cost-in comparison to product value-was
19.8 percent.

That same year the General Electric Co.'s labor cost (including wages and
salaries) amounted to 38.8 percent of the value of the company's product.

For the past 3 years the reports of the General Electric Co. give these figures:

Net sales Wages and sa rules

1931 .... 1 .................................................... M275.00 1 ,6M e 00
1932 ......................................................... 147, 6. 000 i1,414.000
193 ......................................................... 15 637. w0 &% 287,000

Total ................................................. M7,074, 000 2A.357, 000

It is not possible to differentiate between salaries and wages, as they are both
considered as one item In the company's annual reports, but the total outlay for
labor amounts to 41 percent as compared with the value of the product. Even
If we assuriie that one-fourth of the total expenditure should be put under the
head of salaries the remainder, given to wages, Is far In excess of the usual average
percentage.

This example Is brought In here for the purpose of showing the difficulty of
ascertaining the cost of wages in proportion to product except by taking industry
as a whole.

A tax of 3 percent for unemployment compensation would certainly make little
difference to a sugar refiner, whose labor cost figures out only 3.5 percent of the
value of his product- but it would be a matter of some importance to the General
Electric Co. where the labor cost is as high as 30 percent or more.

NUMBER OF WORKERS UNDER THE PLAN

How many workers will be covered by insurance under this plan? Our esti-
wate Is that about 22,000,000 people are insurable, and of course all of them will
be Included under a compulsory scheme. The average wage seems, according to
our data, to be about $20 a week, or a total of $440,000,000 weekly.

Let us assume, then, that 22,000,000 are insured under this plan, and that in
normal times 6 percent of them, say 1,320,000, are unemployed.

Not more than 4 percent, or 880,060, of the unemployed will be entitled to
benefits In normal times--owing to the 4 weeks' waiting period. Two percent
of them, at least, will be provided with jobs before the 4 weeks have passed. The
average benefit will probably be $12 a week. It should be understood that all
this is guesswork. It is as intelligent a guess as we are able to make, with the
data at hand.
Weekly contribution from 22 millions at $20 a week or 440 million

dollars in all, at 4 percent --------------------------------- $17, 600, 000
Paid out to 880,000 unemployed weekly at $12 a week ------------ 10, 560, 000

Added to reserve--weekly ---------------------------------- $7, 040, 000
Annual addition to reserve ---------------------------------- 360,080, 000

In five good years while industry is moving upward, the reserve ought to
accumulate about $1,800,000,000.

A sensible plan should be devised to take care of this large money reserve. If
deposited In banks it will lead to Inflation. Investment in securities is not
advisable, in our opinion, for the reason that an Investment of this proportion
will unduly raise theirprices in normal times, when prices are going up, anyway'
and In the downward turn of the Industrial cycle the selling of these stocks and
bonds (to provide funds for unemployment benefits) will have a depressing effect.

The fund might be deposited in the Federal Reserve under a special arrange-
ment whereby it would be sterilized and not used for credit expansion.

Another way of managing the fund would be to invest it In a special Issue of
Federal Government bonds, paying (let us say) 2 percent. These bonds should
be sold to the unemployed compensation fund, and be nontransferable; and the
Treasury should redeem them on demand.
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Employment: office.
One of the vitally import at factors In this proposed system is a nationally

coordinated network of labor exchanges or employment offices. All the unem-
ployed who are covered by insurance will be registered. The employment
systemwill be in constant contact with the labor situation, with the flow of supplyand demand. Needless to say, this would tend to reduce unemployment, and
to shorten the period of being without work from months to weeks, and from
weeks to days.

Mr. Ralph E. Flanders says, in an Illuminating paper on unemployment,
which he read at the Hot Springs meeting of the board: "To this institution
(the employment office) must go every one who would draw on his unemploy-
ment reserve and every one who seeks subsistence employment. It should also
serve as tho logical (though not exclusive) recruiting station for labor required
on great construction works, whether private or public.Such a system would give us definite information at any given moment as to
the amount, location, kind, and duration of unemployment. For no one should
be deemed as unemployed who does not register. Registration will be inevitable
on the part of the honest and needy worker, for due and respectable relief comes
to him through that act. Nonworkers who will not apply are pathological or
criminal rather than economic problems. They will by this means be readily
recognized and should not be numbered among the respectable unemployed.
This system will give us, for the first time a definite knowledge of the size and
character of or problem and we can attack its solution by local process. Our
ignorance hitherto has been fundamental. There are no reliable unemployment
statistics in this country. There is no substitute for the practice of gathering
them at the point where relief is offered."

FEDERAL LAW

It seems to us that it would be much better for any plan of unemployment
Insurance to be Federal rather than State.

But in case the Constitution makes it impossible to have a Federal law we
think the present plan might be made an amendment to the Wagner-Lewis bill.
The bill, as it now reads, provides certain conditions with which a State must
comply in order to have its excise tax refunded. The conditions are that the
State sets up employment insurance and the Wagner-Lewis bill insists that
certain features be adopted in the insurance scheme.

The entire plan which we have outlined here might be included in the bill as an
amendment, as a condition with which the States must comply to get their
money back.

In that case the excise tax of 5 percent (according to the Wagner-Lewis bill)
would be brought down to 3 percent, and an amendment to that effect would be
necessary.

THE BRITISH SYSTEML

Unemployment insurance on a large scale began in Great Britain. The British
unemployment insurance system is credited by English economists with being one
of the mbst potent factors in keeping up the buying power of the Nation during
the years of depression. The Royal Commission on Unemployment Insurance,
after an exhaustive study In 1932, said in this connection:

"Since 1929 * * unemployment in this country, although worse, has
not Increased to the extent and in the detemthat It has in the United States and
other countries. This difference may In part be due to the maintenance of work-
ing class spending by unemployment relief, when spendit generally as con.
treating and Investment In new enterprises d yIn up o f te of the
advantages of self-supprtniu ance see is t properly controlled it
accumulates reserves wh~en spending Is active and employment Is good, to disburse
them automatically at the time when trade is depressed and spending needs to be
stimulated in order to give employment." (Final Report,jp. 103.)Unemployment Insurance in Great Britain was started in July191 2, auda, plied
to a iimite number oif Industries. In 1920 it was extended to practically its
p resent coverage. In the beginning the system mome than p aid Its way, and at
the commencement of 1921 had a reserve of over £22,000,000. In 1921 due to
the extensive unemployment, it was decided to pay not only the regular benefits
but also so-called extended benefits to workers wiho had exhausted their rght to
benefit. Thes extended benefits should never have been paid out of the i nsur.
ance scheme, for the premiums had not been arranged to provide for them. As a



854 ECONOMIC SECURITY ACT

result of this mistaken policy the British system ran a large deficit for a number
?f yearsIn 1931 it was finally decided to treat extended benefits as relief rather than

insurance. They are still administered by the unemployment insurance offices,
but are paid only to those in need, and their entire cost (s borne by the exchequer.
As a result, the British system is now self-sustaining despite the extended unem-
F loyment in that country. The results of the system in 1933 and for the first
our months of 1934 are as follows:

1933 134, Jan. I-I Apr. 28

Receipts for prinums .................................................... £.9 3% 000 £19, 5K 000
Disbursements:

DM C ypymet ....................................................... it 135. 000 12, QZ(W3
Administrats ost ................................................... 5,797,000 1,63000Inbeest on old deficit .......................................... L ........ . M, 8 000 !'M., 0
Mtbsoell eous .......................................................... 240, 0 97, 000

Total disbursements from insurance fund ......................... 52,710,000 IA . 000
Extended benefit, paid by the Ezebequer .00............................... 1, K.30, ODD le,10.000

Note that the British system is paying Interest on the advances made by the
Exchequer and expects to liquidate this debt. a

The British svstem Is compulsory and covers all manual workers and all non-
manual workers receiving less than £250 per year. The following occupations
are excluded: Agricultural workers, domestic servants, permanent employees on
the railways and public utilities, certain classes of government employees, and
persons employed by their husbands or wives.

Equal premiums are paid by the employer, by the worker and by the govern-
ment. The weekly rates prevailing today in American money (at present ex-
change, £I=$5.04) are as follows:

Men Women

Employer ..................................................................... . .21 1&9
W orker .......................................................................... 21 18.9
Government .................................................................... 21 18.9

Total ..................................................................... 63 6& 7

Lower rates are paid by boys and girls under 21 years of age.
Benefits are limited to 150 days. The following are the present weekly rates

of benefit In American money: WWI rat
Men 21 to 65 years ................................................ $3.81
Women 21 to 65 years------------------------------------ ------ a& 40Women 21 to 65 years.......................3,4
Additional benefit for dependents-

For an adult dependent --------------------------------------- 2.02
For a dependent child ----------------------------------------. 51

Lower benefits are paid to boys vind girls under 21 years of age.
Workers are qualified for benefits when premiums in respect to them have been

paid for not less than 30 weeks in the preceding 2 years. Benefits begin after a
waiting period of 6 days. In the case of workers who have lost their employment
through misconduct or voluntary quitting the waiting period is increased to 6
weeks. No benefits are paid for loss of employment during a trade dispute in
the worker's own establishment.

THE GERUAN BYSTIM

The facts concerning the German system are not quite up to date, but we give
what we have.

The German insurance system was started on October 1, 1927. It includes
two kinds of benefits: (a) Regular benefits which are paid out of the premiums
of the workers and their em loyers; and (b) emergency benefits which are paid
by the Government, and which are for those who have exhausted their rigbt to
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regular benefit. In the first years of the system contributions were set at too low
a rate and, as a result the system ran up a large deficit. At the present time, due
to the increased rate of premium and to the fact that a very large percent of the
unemployed have exhausted their right to regular benefits, the regular systern is
much more than self-sustaining. Its surplus is now being used to aid in the pay-
ment of emergency benefits.

The German system, like the English, is compulsory. Its coverage is now
similar to that of the English system. Agricultural workers and domestics were
formerly covered, but have recently been excluded. Manual workers earning
over 3,600 marks per year and nonzmanual workers earning over 8,400 marks per
year are excluded.

Unlike the English system, both premiums and benefits vary with the worker's
earnings. For this purpose all workers are divided into 11 wage groups, and for
each group a basic wage is set.

Premiums are shared equallv hy the workers and employers, each paying 3Y6
percent of the basic wage, making a total of 6% percent. No premiums are paid
by the Government for regular insurance, its contribution being limited to te
cost of 4-mergency benefits.

Regular benefits are limited to 20 weeks. The benefits vary according to the
wage class of the worker and are set at varying percents of the basic wage. The
lowest-paid workers, those In class I, receive 75 percent of the basic wage, and
the percentage decreases until in class XI the highest-paid workers receive 35
percent of the basic wage. There are additional allowances for dependents.

Workers are qualified for benefit after 52 weeks' employment in the previous
2 years. The waiting period is 14 days for workers with no dependents, 7 days
for those with I to 3 dependents, and 3days fr those with 4 or more dependents.

Emergency benefits, financed by the Government are paid only to those in
need. Their ditration has been repeatedly changed and varies for different
classes of persons.

Because of the great length and severity of the depression in Germany regular
insurance benefits paid out of premiums have taken care of only a small fraction
of the unemployed. The remainder have been forced to rely on emergency bene.
fits paid by the Government and on poor relief paid by the local authorities.

PART III

THE WISCONSIN PAN

Wisconsin is the only State in which an uncmplo n ent Insurance law has been
enacted. It will go into effect on July 1, 1034. lIollowing Is a skeleton outline
of the Wisconsin plan:

Covers workers In establishments employing 10 or more persons, also all workers
whose wage is not more tha, $1,600 a year. All that is needed to qualify for
benefit payments is that the worker has been employed for 2 weeks, but the benefit
Is limited to one weekly benefit for each 4 weeks of employment-and not more
than 10 weeks of benefit as a maximum.

Excludes domestic servants, public officers, farm laborers, interstate railroad
employees, school teachers.

Fund is contributed by employers only. Workers pay nothing. Employers
pay percent of pa ' roll until a fund of $55 a worker has been established; there-
after I percent until the fund (for that one corporation or concern) amounts to
$75 a worker. After that nobody contributes anything utli-and if-the reserve
falls below $75 a worker.

Segregation of funds under the names of the contributors, though all the funds
are administered Ibv the State industrial commission. This means that a worker
on the benefit register must depend on the fund contributed by his employer.
Whenever that is exhausted he receives no more benefits.

Waiting period is 2 weeks. That is, a worker who is laid off gets no beimefit for
2 weeks thereafter.

Benefits are $10 a week or 50 percent of average weekly wage, whichever is
lower. That is to say, If an employee has a $29-a-week salary (the high limit
under the plan), and is laid off, his weekly benefit will be $10 instead of $14.50.
If the employer's fund is unable to meet'these payments they may be reduced.
All factory workers who have worked 2 weeks and all salaried employees who
have worked 1 month are covered.

Maximum duration of benefits Is 10 weeks in 1 year, but no benefit shall be
paid out of an employer's fund if the worker has not been employed by hil
during the past 0 months.
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Eligiilif.-If a man quits his job voluntarily he is not entitled to the benefits.
No payment when a man is discharged for misconduct or inefficiency nor when
he refuses to accept "suitable employment" after losing his job; but it is pro-
vided that the beneficiary has a right to refuse a new job if the wages, hours, and
conditions are not those prevailing in similar work in the locality.

Ezemption.-Companies which guarantee 42 weeks employment in a year to
their workers are exempted from payments. Also concerns which have a plan
of their own that Is approved by the State industrial commission.

DR. HANSEN'S OPINION

Dr. Alvin If. Hansen professor of economics In the University of Minnesota,
has made a detailed study of the Wisconsin plan, and of the motives of its creators.
He says:

"It was the primary purpose of the Wisconsin bill to serve as an Incentive for
stabilization of employment rather than to serve as a means of alleviating
unemployment.

"It provides that when an employer has built tip a reserve of $55 per employee
his contributions may be reduced to 1 percent, and may cease when the reserve
reaches $76 per employee. Having once built up this reserve, the cost to the
employer would be in direct proportion to the stability of his employment.

'It was recognized that the small benefit of a maximum of $10 a week for 10
weeks would go only a little way toward relieving the distress growing out of
unemployment, but it was believed that the establishment of company reserves
would be an effective means of causing the employer to stabilize employment.

COMMENTS ON THE WISCONSIN PLAN

We consider the segrogatIon of reserves by companies, as embodied in the
Wisconsin plan, a fundamental defect. We are opposed to any form of segre-
gation of funds or of benefits, either by companies, Industries, or associations.

Unemployment compensation is, primarily, a social service. It does not make a
bit of difference, as far as the social order is concerned, who employed a man
before he got out of a job.

We advocate the pooling of all unemployment funds-the benefits to be paid
out of a common reserve.

As to the pooling of reserves a study of the records of 14 Ohio concerns
from 1923 to 1931 wias used in estimating the cost of an Individual establishment
unemployment plan. The estimated costs for the different companies varied
from 0.3 to 3.4 percent of pay roll. Another estimate showed a variation in cost
from 0.5 to 6.7 percent. It contributions of 3 percent had been required, 8
out of the 14 companies would have been unable to pay full benefits if they had
held their funds in separate reserves. On the other hand, if the contributions
bad been pooled the average cost would have been only 2.5 percent. The required
benefits could have been paid and the fund would have remained solvent.

It seems to us that some method might be devised for the grading of industrial
concerns in respect to the permanency of employment in their plants. To grade
them in classes, such as A, B, C, and D would be a simple matter of statistics.
One company employing 1,000 workers at the beginning of last year, let us say1laid off or dlseharged-for one reason or another-100 workers in the course of
the year. Its labor turn-over (or its loss of employing power) was 10 percent.
Another company, in the same line of industry, had 1,000 employees and laid off
or discharged 600 of them, or 50 percent.

It may be possible to grade them in this way and set up a varying scale of pay-
ments into the fund, starting off with I percent-or some other small percentage--
for class A, and up as high as 4 percent for class D.

The Ohio Commission on Unemployment recommended the creation of a State
pooled Insurance fund. however, because of the variations in the rate of unem-
ployment In different establishments, it provided that after a plan had been in
operation for 3 years, the contributions should be varied for each employer
within the limits of 1 percent and 3.5 percent of pay roll.

The Wisconsin law declares that no benefits shall be paid to a worker who Is
discharged "for misconduct." We do not approve of this provision because it
will certainly lead to grave abuses.

Misconduct Is a vague term; a charge of misconduct can be brought up against
almost anybody. This provision will certainly be held a a whip over workers
that the employer does not like. In many cases labor union officials will be dis.
missed for "misconduct" without hope of unemployment compensation.
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It would be better, in our judgment, merely to increase the waiting period, In
case of discharge for misconduct, from 2 weeks to 4 or 5 weeks. In England it
is raised from 1 week to 6 weeks when a worker is discharged for misconduct.
That ought to be sufficient penalty.

THE WAGNER-LEWIS BILL

This measure is now before Congress. All the members of the Board are no
doubt familiar with its provisions, so we shall set down here only the barest
outline as a matter of record.

It is proposed to levy a Federal excise tax of 5 percent on employers' pay rolls
throughout the United States on employers who have 10 persons or more in their
employ. In paying the tax the employer may omit the wages of:

1. Agricultural laborers.
2. Domestic servants.
3. Teachers in schools, colleges, and universities.
4. Physicians, surgeons, hospital attendants, etc.
5. Physically handicapped people employed by charitable institutions.
6. Wife, children, father and mother of the employer.
7. All employees of common carriers.
8. Any employee for whom unemployment compensation is provided directly

by act of Congress.
9. All persons who earn $250 or more a month.
The 5 percent excise tax where collected will go into the Federal Treasury.

Employers in States with approved systems of unemployment insurance will be
entitled to a rebate on the tax equal to their contributions to the State system.

Employers in Wisconsin for example will pay 5 percent of their pay rolls to
the Federal Government ?if Senator Wagner a bill becomes a law) less the 2
percent they shall be assessed under the Wisconsin law; in short, they will pay
3 percent to the United States and 2 percent to Wisconsin.

The State to qualify must set up an unemployment insurance law, requiring
contributions from employers. Every employer who pays a contribution under
the State law is entitled to credit the amount of that contribution against the
Federal excism tax levied under the Wagner Act.

The purpose of the bill to to encourage State action, and it will probably do it,
as all States ,ill naturally pass an unemployment insurance law merely to keep
the money at home, if nothing else.

Note that the Wagner bill says nothing about contributions from the worker.
The bill sets forth some few specifications for an unemployment law to be

passed by the States, and which will be acceptable, but we think the specifications
are inadequate.

Blig'bihity.-It specifies that an applicant for benefits need not show a record
of having worked for more than 10 weeks for his last employer in the past calendar
year.

Bene ,t.--Seven dollars or more a week, as a minimum, or else the employee's
average wages for 20 hours of a week. (This in most cases, would mean -half his
weekly wage.) Benefits are to continue for 16 weeks, generally speaking. There
is a complicated provision which permits employees of long service to receive 15
weekly benefits.

No employee receiving benefit payments shall be required to act as a strike-
breaker; or to accept new employment if the wages, hours, and other conditions
are less favorable than those prevailing for similar work in the locality; or If
acceptance of such employment would either require him to join a company
unlon or Interfere with his "Joining or retaining membership In any bona fld
labor organization."

COMMENTS ON THE WAGNER-LEWIS BILL

We are opposed to the 5-percent tax; it is unnecessarily high. Our own calcu-
lations lead us to a conviction that 4 percent is quite enough, and of that the
.orker should pay 1 percent, leaving 3 percent to be paid by the employer.

This committee Is not In favor of any plan to which the worker does not con.
tribute something. All European systems require worker contributions. .The
employee ought to be sufficiently interested in his own welfare to contribute a
part. Besides, his payments would increase his self-respect and dignity. He
would realize that he had done his share instead of being a passive recipient of,
the benefits ass gift.



88 ECONOMIC SECURITY AOT

It Is possible that some of the States-In case the Wagner-Lewis bill becomes a
law-may put into effect an unemploynient-insurance plan which will call for
contributions from the worker; but even in that case, the employer would have
to pay his 5 percent Just the same. It seems to us that Senator Wagner's bill
might be amended so as to require all State systems to provide for workers'
contributions.

The American Federation of Labor is strongly opposed to any contribution
from employees, and no doubt that Influenced Senator Wagner in drawing his
bill. In England the British Trade Union Council was also against the inclusion
of workers' payments, but they consented to it eventually.

Respectfully submitted. W. E. WpoDwAIID,
ROBERT G. ELBERT,

Committee.
PAST IV

A number of industrial concerns have unemployment-insurance plans of their
own. Some of the trade unions have also Put in operation various schemes to
relieve their unemployed members. These have worked out with varying de-
grees of success. Most of the trade-union plans have no fixed scale of contribu-
tions or of benefits. They assess their members from time to time for whatever
is needed in the way of funds.

APPENDIX A. THE GENERAL ELECTION CO.

In 1930 the General Eleetrie Co. devised a plan for employment assurance to
apply to the plants or departments manufacturing incandescent lamps. It was
not unemployment insurance at all, but a guaranty of employment. It began
on January 1, 1931. Under the plan 60 weeks' work of not less than 30 hours
each week was proposed for 1931. All employees with 2 or more years of service
were eligible.

When an employee goes into this plan he agrees that the company withhold
1 percent of his weekly earnings; the amount withheld is credited to him, with
5-percent Interest. If he leaves the employ of the company, principal and inter-
est are given to him- if he dies, his heirs get the money.

The General Electric Co. has, in addition, a plan of unemployment insurance
which is operating, but not In the incandescent-lamp department. Mr. Swope
said, on ,March 25, 1031, in his testimony before the Subcommittee of the Ways
and Means Committee of the House:

"The results have been highly satisfactory. Since the plan's adoption In June
1930 normal contributions, half by the employees and half by the company, with
interest, amounted to almost $100,000, and is retained in a trust fund. Tite
emergency provisions of the plan went into effect December 1, 1930.

"From that date to March 1, 1034, $4,877,000 was contributed. Of this
amount-and I want you to get these figures, because it seems to me these are
very significant-of this total amount of almost $5,000,000, approximately
$1,100,000 was contributed by the people who are eligible to benefits, and
$1,151,000 from other employees who are rot eligible, and $2,311,000 from the
company; $3,601,000 has been disbursed, leaving an unexpended balance of
$1,3 6,000 in the unemploymnemat emergency fund on March 1, 1931. The plan
is still functioning."

The contributions are about 1 percent from employees and the same amount
from the company. There is a curious provision in respect to an "uncinploy-
ment emergency."' In the event of an unemployment emergency I percent of
everybody's salary is taken, no matter whether he is in the insurance system or
not-everybody's salary, front Mr. Swope down. These contributions have
inado a ''ry material addition to the fund.

The experiences of the General Electric Co. are interesting, but we do not
think they contribute a great deal toward the formulation of a Nation-wide plan
of unemiploynent insurance. The company is in a strong financial position.
It is excellently managed; its employees are above tie ordinary level oft manual
workers In intelligence, thrift, and steadiness. In short, the General Electric Co.
is not a typical industrial concern. A Nation-wide plan must include all sorts
of eitablishments and workers of every grade.

Mr. Swope advocates the segregation of insurance funds by companies; that Is,
each concern to do its own insuring, in combination with its employees. Ills own
experience shows that it works out very well with his own company, but would
it not turn out badly in the case of most concerns?
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APPENDIX B. DENNISON MANUYACTURINO CO.

One of the earliest of company plans of unemployment insurance is that of the
Dennison Manufacturing Co. The company started it in 1916. It has been
financed entirely by the company, which has made contributions to the fund
from time to time.

The characteristics of this plan are: 1. Only permanent employees benefit.
2. A permanent employee is one who has had 6 months' continuous service with
the company. 3. Unemployed persons, without dependents, receive 50 percent
of their normal pay (but not more than $18 nor less than $8); employees with
dependents receive 70 percent of their normal pay (but not more than $24 a week
nor less than $8). 4. The plan is administered by an unemployment-relief
committee; half of the members are appointed by the company and half are
elected by the employees.

In 1929 the total pay roll was $3,780,000 and the total benefits paid were
$10,646. In 1930, with a pay roll of $3,308,000, the benefits ran up sharply to
$58,325. Since then it has been necessary to lay off an unusually large number
of employees. By June 1932 the fund had been reduced to about $15,000. It
was decided then to withhold payments until fall, as it was felt they would be
of more value during the winter months.

In the fall of 1932, when the matter was again considered, it was the recom.
mendation of the works committee that payments be indefinitely suspended and
be resumed upon 2 weeks' notice from the works committee. Since that time
the fund has been entirely inactive.

One of the defects of the Dennison plan is the irregular method of financing.
It started off with a fund of $147,000 in 1919, and only a few contributions have
been made since, in irregular amounts. It would have been better, in all prob-
ability, if the company's contributions to the fund had borne some definite rela-
tion to the annual pay roll.

The whole scheme, though bearing witness to the company's generosity, is
quite unscientific as a plan of unemployment insurance.

APPENDIX C. THE SOCIAL SECURITY BILL

The American Association for Social Security has prepared a model bill similar
to that of the Ohio Commission. This was drafted in the summer of 1933 by a
committee of experts including two of those who prepared the Ohio bill. It is
based on the principle of a state pooled fund.

Coverage---Employees of establishments having three or more employees,
including employees of the State or political subdivisions thereof. Excludes
nonmanual workers with salaries of $3,000 per year or more; farm laborers;
domestic servants where less than two are kept; workers in interstate commerce;
Government employees and teachers on an annual salary basis; and the spouse,
parent, or child of the employer.

Premiums.-Employers, 2 percent of pay rolls, subject to adjustment after 3
years. Workers, 1 percent of wages; State, 1 percent.

Adjustment of employ ers' premiums.-After 3 years' experience the employers'
premiums are to be adjusted with respect to the hazards of unemployment in the
various establishments. No premiums are to be less than I percent nor more
than 4 percent of pay rolls. There is to be no adjustment of workers' or State
premiums.

Benefits for total unemploymeni.-Single worker, 40 percent of full-time wages
not to exceed $10 per week. Additional or dependent spouse 10 percent of
wages, not to exceed $2.50 per week. If one dependent child, an additional 5
percent of wages, not to exceed $1.25 or if two or more dependent children, an
additional 10 percent of wages, not to exceed $2.50.

Bentefli for partial unemployment. -When the loss of vtges in partial unem.
ployment exceeds 20 percent of full-time wages, benefits are paid equal to 50
percent of the loss in excess of said 20 percent, plus supplements for dependents.
This benefit scale is deslgnel to encourage the acceptance of partial employment.
The total of earnings and benefits during partial employment always exceeds the
benefit for total unemployment and always increases as the percentage of em-
ployment increases.

Duration of benefits.-In any consecutive 52 weeks the total benefits shall not
exceed 26 times the benefit for I week of total unemployment. After exhaustion
of benefits, no further benefit shall be paid until the worker has had 60 days of
unemployment and also Fatisfies the qualifications mentioned in the next para-
graph.
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Qualifications for benefit.-To be entitled to benefits a worker must have had
104 days of insured employment within the preceding 12 months, or (alternatively)
160 days of insured employment in the preceding 24 months. No benefits are
paid during a strike or lockout.

Waiting period.-No benefits are paid until the wage loss equals 4 weeks full-
time wages. Such loss need not be consecutive but may be accumulated over a 12.
month period. Only such waiting period shall be required in any 12 months.
The waiting period Is doubled for an employee who has lost his employment for
misconduct or has voluntarily quit without just cause.

Seasonal industrie.-In seasonal Industries the right to benefit shall apply
only to the longest seasonal period which the best practice of such Industry will
reasonabW permit. The commission is to determine such seasonal period and
fix the proportionate number of weeks required for qualification and the propor-
tionate number of weeks for which benefits may be paid.

Insurancefund.-All contributions are pooled in one fund from which benefits,
the expenses of administration, and the cost of free public employment bureaus are
to be paid.

Adminisiration.-An unemployment insurance commission of three members Is
provided to administer the system. There is also to be a State advisory council
of nine members. District offices, if necessary, and local free employment offices
are provided. Appeals from decisions of local managers may be taken to district
appeal boards and then to the commission. Only when questions of law are
Involved can an appeal be taken to the courts.

Comments
The benefits are quite small.
The provision for paying benefits on account of part-time employment Is worth

considering, though we are not prepared at present to endorse it.

APPENDIX D. THE OHIO COMMISSION BILL

The General Assembly of Ohio, on April 9, 1031, created an unemployment
insurance commission, whose nine members were appointed by the Governor.
This commission reported on October 26, 1932. Their report includes a thorough
survey of the entire question and actuarial estimates on the cost of unemploy-
ment insurance.

The commission drafted a bill based on the principle of a State pooled fund.
This bill was Introduced in the legislature in 1933 and was passed by the house but
failed of passage In the senate.

Corerage.-Employees of establishments having three or more employees.
Excludes nonmanuai workers with salaries of $2,000 per year or more; farm
laborers; domestic servants; workers in interstate commerce; Government employ-
ees; and short-time or casual laborers for a period of less than 4 weeks.

Premiums.-Employers, 2 percent of pay rolls subject to adjustment after 3
years. Workers, 1 percent. No State contribution.

Adjustment of employers' premiums.-After 3 years' experience, employers'
premiums are to be adjusted with respect to the hazards of unemployment in the
various establishments. No premiums are to be less than 1 percent nor more
than 3)4 percent of pay rolls. There is to be no adjustment of workers'premiums.

Benefits oftta unempfo meno.-Benefits are to be 50 percent of full-time wages,
not to exceed $1 per week. No supplement for dependents.

Benefits for partial unemployment.-Where the loss in wages In partial unem-
ployment exceeds 40 percent of full-time wages, benefits are to be paid on the
following scale: affil #I

Loss: &1.5ue wates)
40-55 percent ................................................... 10
55-70 percent ................................................... 20
70-85 percent ................................................... 0
85 percent and over ............................................. 40

Where full-time wages amount to more than $30, these percentages are to be
calculated on $30 only.

Duration of benefits.-In any consecutive 12 months the total benefits shall not
exceed 16 times the benefit for I week of total unemployment.

tualificalionsfor b nefi!*.-To be entitled to benefits, the worker must have had
26 weeks of insured employment within the preceding 12 months, or (alterna-
tively) 40 weeks of insured employment in the preceding 24 months.



ECONOMIC SEOUR1TY AOT 861

lVaiting period.-No benefits are paid until the wage loss equals 3 weeks (ull
time wages. Only one such waiting period shall be required in any Iff months.
The waiting period Is doubled for an employee who has been discharged for just
cause or has voluntarily quit without just cause.

Seasonal industries.-In seasonal industries the right to benefit shall apply only
to the longest seasonal period which the best practice of such Industry will
reasonably permit. The commission is to determine such seasonal period and fix
the proportionate number of weeks required for qualification and the propor-
tionate number of weeks for which benefits may be paid.

Insurance fund.-All contributions are pooled In one fund from which benefits,
the expenses of administration, and the cost of free public employment bureaus
are to be p id.

Adminstration.-An unemployment commission of three members Is provided
to administer the system. Branch offices and local free employment offices are
provided. Appeals from decisions of local managers may be taken to local appeal
boards and then to the commission. An appeal may be taken from the decision
of the commission to the court of common pleas.

The CHAIRMAN. Thank you very much,
The next witness is E. J. Harding, of the Associated General Con-

tractors of America.
Mr. W. A. SNow. I am hero representing Mr. Harding.

STATEMENT OF W. A. SNOW, REPRESENTING THE ASSOCIATED
GENERAL CONTRACTORS. OF AMERICA

Mr. SNow. I am a member of the national staff of the Associated
General Contractors. I have a statement here I would like to present
to tho committee on behalf of the association and in the interest of
brevity if you so decide, I will turn it over to the reporter.

The CHIAIRMAN. Thank you very much.
Mr. SNow. The Associated General Contractors of America, whom

I represent, desires to place before your honorable committee certain
facto pertaining to the probable effect on the business of general
contracting and construction industry, which will result if and when
the present provisions of S. 1130 are enacted into Federal Law.

(1) Section 608 under title VI exempts governmental agencies from
the definition "employer" who is required to pay- the excise tax as
specified in section 601.

General contractors, in bidding on public work, will have to include
this excise tax as a part of their cost. On the contrary, the govern-
mental agency when compiling its estimate of cost is relieved of this
cost item, thus setting up an unfair competitive situation between
the general contractor and the governmental agency, all in favor of
the latter. This is due to the fact that governmental agencies most
generally resort to the day-labor method of construction when they
believe that, based on their estimates, the work in question can be
done by themselves at a less cost than the lowest responsible bid
received from general contractors.

We therefore recommend that the bill be so changed as to provide
that when any governmental agency performs construction opera-
tions with its own forces, that is utilizes the day-labor method, it shall
contribute to State and Federal social-insurance funds in an amount
equal to that which a general contractor would have had to contribute
if lie had performed the same construction operation tinder contract.
And further, that such contribution be made from the appropriation
for the specific construction project and become a part of the cost
thereof.
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Any further tendency of governmental agencies to impose upon
private industry taxes, restrictions, and regulations which are not to
be equally binding on governmental agencies if and when they com-
pete with" private industry, will only serve to further depress industry
and seriously retard national recovery.

We are apprehensive as to the result of the broad enabling provision
of section 407, title V. It would appear that the various States
coming under the act might create reserves in the form of a pool for
each industry. General contractors in a State where the act applied,
would contribute to the construction industry pool in the form of a
State unemployment insurance tax. State, county, and municipal
agencies engaged in construction utilizing the day-labor method would
not so contribute to the pool. Private investors in construction then
would bear the entire tax contribution for the construction reservepool,
which would in times of stress inure to the benefit of not only con-
struction workers whose employers had paid the tax, but also to those
construction workers employed by the tax-exempt governmental
agencies.

It must be borne in mind that it has been estimated that approxi-
mately 87 percent of the unemployed of all industries who have been
put to work have been injected into the construction industry in
competition with regular trained and experienced construction
workers. If reserves are set up in each State, one for each industry,
we recommend that in order to provide for fair and equitable dis-
tribution of unemployment benefits, the construction industry be
permitted to clearly define its own workers. The construction in-
dustry should be required to build up unemployment reserve funds
only for the benefit of its own employees so defined.

The failure of a governmental agency to make contributions to a
construction industry pool when it engages in the construction
industry vould make the contribution requirements of the private
eniployer engaged in construction so high as to place a completely
unfair penalty on all the private investors in construction.

(2) Anotler point that we herewith wish to present is the case of
the so-called "transients" or "interstate" construction worker. He
is a man who moves over the country, obtaining work wherever lie
can. It is not clear in our mind just how the proposed unemployment
compensation funds will be disbursed on his behalf. May we rec-
ommend that the bill provide some means whereby the Federal
Government will take the responsibility for providing unemployment
benefits to an employee in the construction industry who may have
worked a sufficient length of time to entitle him to such benefits, but
whose employment has been within several States. Such a function
by the Federal Government would render a most valuable service to
both the States and such transient workers.

The CHAIAMAN. The next witness is J. F. Kolb, representing the
National Metal Trades Association.

STATEMENT OF J. F. KOLB, DIRECTOR OF INDUSTRIAL RELATIONS
NATIONAL METAL TRADES ASSOCIATION, CHICAGO, ILL.

Mr. KOLB. Mr. Chairman and gentlemen of the committee, I
represent somewhat over 900 manufacturers of metal products of
the United States in our association.

862
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With your permission I will read what I have to say, because I
suspect that some of the members may want to question me.

I approach the discussion of the Wagner bill, S. 1130, before this
committee with an appreciation of the gravity of the policies involved
and their impracticability which we believe would work a great
injury and hardship on employers and employees. We believe the
economic results of the operation of its policies would be impractical
and therefore very undesirable.

The wide-spread sympathetic interest in the matter of unemploy-
ment and consequent loss of income by workmen and their dependents
should not be used as a criteria or propaganda for securing unsound
social legislation, which perhaps would not only fail to secure antici-
pated advantages, but would introduce detrimental economic factors.

We believe that the continued use of the expression "unemploy-
ment insurance" is a vicious one, largely fomented by people inter-
ested in having the State project itself into the problem, the assump-
tion of which would mean only a dole when the money reserves give
out thus supplying the lazy a vehicle to secure a release from work
with adequate support supplied by industrious employers and
employees.

Our association has been engaged in a study of social security for
several years including the laws, their applications and results,
obtained in England and Germany.

We find upon summing up the arguments and facts concerning
State unemployment insurance, that as an insurance plan all calcula-
tions have broken down. A fundamental principle of actuarial science
is that insurance must be effected on a mathematical basis. The risk
of unemployment is not subject to mathematical measurement with
sufficient accuracy to permit the use of insurance methods of indem-
nification.

The association believes that theories proposed by the advocates
of State unemployment insurance and other types of social insurance
are unsound and that some undesirable situations will be sure to
develop if these proposals are made compulsory through congres-
sional and legislative action.

The association believes that the proposed measures for Federal or
State social insurance plans are unwise, and that if enacted they will
retard, rather than advance, the welfare of our people as a whole.
The time required for accumulating reserves for financing unemploy-
ment benefits completely eliminates the possibility of providing such
benefits for those now unemployed. Further the necessitiesq required
by those now unemployed must be provided by private or public
relief agencies. A permanent cure can be effected only by removing
one by one the underlying causes of fluctuating employment and by
assisting the honest and thrifty American workman in financing
himself through periods of temporary unemployment. Recognizing
the above as fundamental, the employer, the employee, and their
representatives in government should unite on a common ground and
reject all proposals which restrict these privileges.

The committee's study of the experience in England and Ger-
many--

Senator KINo (interposing). What committee?
Mr. KOLB. Our c(,nmittee of the association.
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The committee's study of the experience in England and Germany
with unemployment compensation helped them and no doubt wi 1
help you to more correctly interpret and evaluate proposals of similar
ideas for adoption by legislative bodies in this country.

The experiences ot these two countries indicate that they could not
resist the urge to liberalize their plan and in each case were prevailed
upon to increase the rate of benefit several times, and subsequently
have, been unable to stop payments of benefits undertaken. In
ethe: words, instead of stopping benefits at the end of the weeks
suggested by the plan, they have been continued indefinitely as long as
there was unemployment. The experiences of these countries have
indicated the unemployed cannot easily be induced to seek work
since the unemployment benefits or dole have furnished adequate
support and tends to develop chronic loafers.

The introduction of unemployment compensation plans in other
countries has been accompanied by the development of most other
forms of social security programs such as old-age pension, health,
invalidity, mother pensions, and so forth. Therefore, the cost of the
whole program must be considered to help you more adequately
appreciate the possible total cost to industry rather titan any one
part of the program 1,ecause if unemployment compensation laws are
enacted such legislation will be followed immediately by others until
the whole pro,-am of social security will become legally a financial
burden on indi try.

Social-insurance expenditures have reached peaks of 15 percent of
pay rolls in Germany and 13 percent of pay rolls in England and a
probable cost for similar services in this country was estimated at
17 percent of pay rolls by a select committee of the United States
Senate submitted in 1932. In England over a period of 7 years,
approximately 50 percent of the workers have not received benefits
from their unemployment-benefit plans. In other words, they paid
into it all the time and did not take anything out.

Senator CONNALLY. Was this because they continued to be
employed?

Mr. KOLB. Yes.
Senator CONNALLY. They are better off that they did not draw
Qr. &OLB. I rant that

To continue: n England over a period of 7 years, approximately
50 percent of the workers have not received benefits from their
unemployment-benefit plans, another 35 percent less than one-tenth
of the time, while the remaining 15 to 25 percent are on the dole a
large portion of the time. Other interesting facts secured from this
study indicate that a great majority of British industry with 7,800,000
workers were distinctly profitable to the fund 7 industries with
2,700 000 workers were only slightly unprofitable, and 0 industries
with fess than 2,000,000 workers were highly unprofitable to the fund,
drawing out $48 005,000 more than they had paid in.

The additional financial burden placed on industry by this proposal
even if entirely paid by employers in the first instance becomes either
an addition to the cost of labor, thus increasing the price of goods, or
must become a deduction from the pay envelops of the employees.

Senator KINo. If I understand those figures, that would mean that
in Great Britain certain industries were so efficiently operated or were
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so lucky, to use the expression of one of the witnesses, Dr. Epstein,
as that they had substantially uniform employment and they had to
bear the burden of those industries where they did not have uniform
employment, and were not so lucky in their operations.

Mr. KOLB. That is true.
Senator KING. If all of them had been as economically administered

or were as lucky in the class of work which they were doing, then the
amount of tax imposed would have been very much less than that
which in the aggregate was collected.

Mr. KOLB. Unquestionably. Therefore, in either case, the workers
must pay the bill.

Senator KINo. The worker or the public?
Mr. KOLB. The worker and the public, in general of course; but

after all this bill contemplates taxing practically everybody, therefore
it is the worker who wil[ pay the bill.

If this bill should become a law and results were obtained similar
to English experience approximately 80 percent of our workmen would
be compelled to support the remaining 20 percent in idleness, which is
obviously very unfair.

Since this bill does not require direct employee contributions for
the unemployment compensation they are denied an incentive to
assist in reducing unemployment and its costs.

This bill is very unfair in that it does not provide for tax reductions
for good employment experience, which again suggests possible dupli-
cation of English and German experience.

Section 602 E is very undesirable because it introduces controversial
matters and will cause workmen to look upon the receipt of doles as
a constitutional right rather than as an emergency privilege. Assured
that their income will continue even at half of normal, many workmen
welcome an extended vacation. They are not worried or disturbed
at their loss of work, and not only refuse to search for new jobs but
decline to accept jobs with lower rates of pay than they have usually
received.

Under N. R. A. we have found that a number of people receiving
doles or benefits of one type or another have refused to accept employ-
ment that paid more merely because they were afraid they woi ld be
removed from the dole in the community.

These people are unwilling to shift into occupation less skilled or
lower paid or to go into other localities, but simply sit down and wait
for "good times." Initiative is undermined, arid the will to work
is sa ped.

AI of this tends to destroy individual initiative and to slow down
and hamper, if not actually to prevent, tle economic readjustments
during periods of business depression whien are necessary to restore
prosperity.

Because of inequitable conditions imposed by Federal-State com-
pensation plan if applied generally to industry, our association believes
it would penalize employers or industries maintaining relatively stable
employment and would not induce industries having unstable employ-
ment to avoid seeking mean of stabilizing employment to reduce
possible unemployment costs.

The adoption of the program contemplated by the Economio
Security Act will eventually increase unemployment by further
impairing the purchasing power of the consumer. The increased
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burdens placed upon productive enterprise by such a program must,
unless industry is to be completely prostrated, be passed on to the
consumer.

Haste in enacting legislation of this character is unnecessary. It
is universally recognized that social legislation of this character
cannot offer any immediate help in alleviating unemployment.
While the proponents of this program frankly admit that it is experi-
mentpl, it should be recognized that State legislation which the pro-
gram contemplates will no doubt be permanent, notwithstanding
the fact that the experiment may reveal the principle involved in the
Economic Security Act and State legislation enacted pursuant thereto
is unsound.

The adoption of this program at this time would impose a serious
and indefensible tax burden on private enterprise at a time when
productive industry is already so overburdened with taxation that
opportunities for employment are now seriously impaired.

This measure is an unwarranted attempt to use the taxing power
of the Federal Government to coerce States into the passage of
legislation on a subject which lies outside of the constitutional powers
of Congress.

We believe State-operated compulsory unemployment-compensa-
tion plans and old-age pensions with State pooled funds are unsound
because such plans will probably:

1. Tend to aggravate the disparity between prices of agriculture
and manufactured products.

2. Impair confidence in public finance.
3. Penalize employers who have created irrevocable trust funds for

establishing voluntary unemployment or old-age reserve funds.
Senator KING. What do you think will be done to those organiza-

tions that have those trust funds?
Mr. KOLB. They would lose those funds unless such legislation or

enactment of Congress permitted Congress to pay it back from the
trust companies that have those funds in their keeping. In many
cases they have taken that out of profit and put it into these funds
for the benefit of employees, and tied it up irrevocably in order to
eliminate the possibility of anyone saying they were controlling the
fund.

Senator CONNALLY. Could that not be corrected very easily?
Could they not utilize the income from that to take the place of what
they are forced to pay or reimbursing the heirs of the person making
the claim with interest?

Mr. KOLB. Those plans that I am familiar with are so tied up that
the company putting the funds under the trustee agreement have
no right to any portion of the fund or earnings therefrom.

Senator CONNALLY. But in the law, where the purpose of the trust
fails for any reason, there is a doctrine-I can't remember the name
of it just at the moment-what is that, Senator King?

Senator KiNo. The doctrine of cy pres.
Senator CONNALLY. Yes; the doctrine of cy pres.
Mr. KOLB. That is a question I am not prepared to answer.
Senator KING. I do not think, Senator Connally, that where it has

been impressed with trust features of a fiduciary character it could
be thrown into a natione.l fund.

Senator CONNALLY. Perhaps not.
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Senator KINo. Or a State fund to be divided among all of the
unemployed.

Senator CONNALLY. But our laws and Constitution do not make
impossibilities and absurdities, and the fact that they have made such
an agreement under certain State laws or under any set of circum-
stances would not mean that they had to be consigned to it under
other circumstances. Courts of equity have the power to settle those
matters. That is not an insuperable objection to this legislation at
all. You could go into a court of equity and modify the conditions
of the trust or refund it to the donors.

Mr. KOLB. That might be possible, Senator.
4. Place additional administrative cost on the employer to comply

with provisions of the law.
5. Induce legislation to satisfy demands for increased income,

extended coverage, and longer periods of protection.
6. Increase materially Government expenditures for administra-

tive purposes.
7. Result in increased cost of production.
8. Reduce individual real wage.
9. Benefit certain groups of workmen at the expense of others.
10. Give State officials authority to decide whether an employer

is offering a workman suitable work at a proper wage.
11. Place the cost for the support of the shiftless and unemployable

upon the thrifty and industrious.
Senator CONNALLY. It would not do that with the unemployed

because the unemployed would not have had a job and could not
have lost it.

Mr. KOLB. Experience in these other countries seems to indicate
that there is a Iare portion of the people that will remain unemployed.
As a matter of fact, when their acts were established and starting
working, they found that their unemployed increased materially, and
it is anticipated that we will have the same thing here.

Senator CONNALLY. I can see that, but the unemployable, the man
that is not able to work, would not work and woul not lose the job.
It would be the part-time man more than the man without a job.

Mr. KOLB. Not necessarily. You see, some men, perhaps because
of afflctions or technological change in industry become superannu-
ated, and for those employees, they would not be employable in one
sense whereas physically they would be able to carry on if it were
possible to find suitable employment. A lot of conditions inject
themselves that affect that problem materially. Our associations'
conclusions briefly stated include:

1. We are actively opposed to enactment of Federal controlled
State-operated unemployment insurance or old-age compensation
laws.

2. W e recommend that the President appoint a commission to
coordinate Federal, State, and local studies in the field of social
security to determine possible need before legislation is attempted.

I hinted a while ago that there is no haste in doing this job, and we
fear that hasty action on this matter, which I do not expect you
gentlemen to take no hasty action, is apt to introduce complications
that are going to te very embarrassing to industry.

3. State control of unemployment compensation should never be
permittedto go beyond general supervisory responsibility.
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4. Company-operated unemployment compensation plans present
opportunities for successful operation and employers should be per-
itted to continue to develop their own plans which would be con-

tributory with individual employee deposits to improve rather than
destroy employer-employee relations and yet keep the plan within
sane limits.

In connection with that one thought, I have another here in my
notebook which I would like to add. Under these voluntary plans
there' would be a large loss to employers. That would be largely
because they could not be coordinated with a plan such as is suggested
by this measure.

Second, there would be a cancellation of accrued credit due employ-
ees, and that would seriously affect the morale of employees; in other
words they would lose that money.

Another thought that might be injected there, hinted at a moment
ago, is the killing of the incentive to save for old-age purposes, and
that is true for generations in this country. Men have built up an
equity of one kind or another either in real estate, bonds, or casi for
the purpose of taking care of themselves in old age. If we killed that
incentive, it will prevent or largely eliminate men building up a
sufficient reserve to take care of themselves in the event superannua-
tion hits them earlier than they had anticipated. In other words,
we fear this will have a tendency to induce them not to lay up or
accumulate for their old age a sufficient amount to take care of thiem
in the event superannuation hits them before age 65, and that is
happening right along.

senator COUZENS. What would you do with a man who has lost
all of his money in the banks and stock market and things like that?

Mr. KOLB. I lost darn near all I had that way, and I have not been
able to answer that question to my satisfaction.

Senator COUZENS. No one has destroyed thrift any more than
business itself has through high-pressure salesmanship in installment
sales, and as long as the greed that was behind that drive existed
there was no incentive for thrift. If it reestablishes itself, you will
never have thrift.

Mr. KOLB. I hope it won't reestablish itself.
Senator BLACK. Do you think the incentive you speak of for thrift

has been a howling success?
Mr. KOLB. I think it has.
Senator BLACK. What percentage of the people would you say now

can live on that which they have saved from their work?
Mr. KOLB. I cannot give you that percentage. I can give you a

general statement about it. America is the one, country in a the
world that is considered the home-owning country. More people in
this countrv own their own homes than any other country on earth.

Senator )BLACK. How many of them would own them now if it
hadn't been for the Home Owners' Loan Corporation?

Mr. KOLB. A very large proportion of them.
Senator CONNALLY. Does that include France?
Mr. KOLB. It includes all countries.
Senator CONNALLY. You say that the United States has a larger

percentage of home owners than any other country?
Mr. KOLB. I think that is true.
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Senator CONNALLY. I was led to believe that France has one of the
highest percentages. I understand that 60 percent of the French
farmers own their own farms, and that is a larger percentage than
obtains in America.

Mr. KOLB. I am not certain of that figure.
Senator BLACK. What company are you connected with?
Mr. KOLD. National Metal Trades Association.
Senator BLACK. How many employees do they have?
Mr. KOLB. I cannot give you the number of employees because

that has fluctuated so violently during this depression.
Senator BLACK. DO you believe that as many as 10 percent of

them have been ablo by reason of this incentive that we havo been
depending upon to save up so as to take care of themselves throughout

Mr. KOLB. Yes; there is no question about that.
Senator BLACK. You think so? Have you read the figures given

out by the insurance companies who have had a study of that made,
of the individuals who found themselves helpless and destitute
at 65?

Mr. KOLB. Yes, sir.
Senator BLACK. That does not indicate that it has been very suc-

cessful?
Mr. KOLB. But this particular depression we have had has been

of a very unusual character.
Senator BLACK. This was before the depression started. These

figures have come out-insurance salesmen have given them to you,
haven't they?

br. KOLB. Oh, yes, but salesmen give ou a lot of things to induce
bu4ng.. Mntor BLACK. I agree with that, but you know, do you not, that

they made a study over the entire Nation in order to find out what
percentage the people had been able to save from what they had
made?

Mr. KOLB. Yes.
Senator BLACK. And you do know, do you not, Mr. Kolb, as a

matter of observation to anybody that ever made a study of it, that
depending on the individual's own wages in this country and farm
prices it has failed insofar as giving people enough to live on if con-
cerned after they reach the age of 65 or after they get out of work?

Mr. KOLB. WVell, as a matter of fact, the oncoming generation
usually takes care of those who reach age 65.

Senator BLACK. That gets down to a different proposition. Your
idea was that we ought to continue to depend altogether on individual
thrift. It has not succeeded, has it?

Mr. KOLB. I believe it has.
Senator BLACK. Your judgment is that the 20 million people out

of work now, and with the Home Owners' Loan Corporation trying
to save homes by the billions of dollars the Federal land banks
trying to save farms by the billions of dollars, and with the farmers'
debts up to the extent that they hold twice as much as their gross
annual income that it has been a great success?

Mr. KOLB. i believe it has in general.. This has bemw an unusual
period and I think that even the best of us have lost practically
everything during this period, and it could not have been headed
off under any conditions.
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Senator BLACK. Those individuals were not responsible for that,
were the ?

Mr. KOLB. No; individuals were not responsible because this was
world-wide.

Senator BLACK. Under the theory of our system, we are supposed
to have those panics and depressions at least once or twice every 10
years.

Mr, KOLB. Something like that.
Senator BLACK. Then the idea is for a man to be thrifty and save

up enough so that in 5 years it is gone?
Mr. KOLB. Most of the employees that we inave to do with do

not lose all of it in that length of time. This peidof depression has
been a very unusual one and has put remarkable strain on everyone.

Senator BLACK. Each one lasts longer than the one before, does it
not?

Mr. KOLB. Yes. But in the event that your social security act
had been in effect, it would not have been able to have dealt with
this problem in any effective manner in any way at all,.] ecause first
it would only run for a few weeks and then stop.

Senator BLACK. That is unemployment insurance.
Mr. KOLB. Yes. Of course your old-age matter would run in-

definitely for those of a certain age, but in the large portion of the
people affected during thisparticular, this depression al period, they have
been of all ages. Here in Washington, due to a recent survey they
found that 40 percent of the people unemployed are under 25, i
believe. The next point is this superannuationwhich will include a
relatively large number which would not be covered by either part of
the act.

Senator BLACK. Then if I get your idea, or the idea of your asso-
ciation, it is this: That the system which has operated is depending
altogether on individual thrift that has been a success?

Mt r. KOLB. It has.
Senator BLACK. And therefore you want to continue with the same

old system of depending upon the individual thrift to save up enough
to take care of his sickness, to take care of his illness, to take care of
his accidents, to take care of his family in ease of death, to take care
of himself in case of old age, and take care of himself if he is unem-
ployed.

Mr. KOLB. That is right. We believe if you eliminate the incen-
tive to save, it will destroy one of the best valup in American life.

Senator BLACK. Andyou believe it has been thoroughly successful?
Mr. KOLB. I believe it has.
Senator CONNALLY. Of course it would be bad to destroy entirely

the incentive to save. But would this necessarily do this? Would
not the great mass of people now thrifty and wanting to save, would
they not still have the same impulse to save and not be forced to
accept semicharity, you might say, in the form of old-age pensions
or if they did, to'have something over and above what they would
get from old-age pensions; and is not also true that thrift and all that
pertains to it among certain classes of our people, people who are
efficient and who have that ihbred in them, and that miions of our
people live from hand to mouth? Even in the higher brackets, we
have men who make large salaries and by the end of the month they
have it all spent. Isn't that true?
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Mr. KOLB. Yes; that is true. It is difficult to express in terms of
percentages those we believe who might be able to continue operating
as we have in the past and satisfy the questions set tip by the other
Senator.

Senator CONNALLY. The fact that I am going to get when I am 65
a little hand-out is a little deterrent from saving, but it would not
wholly destroy the incentive. You say that it would wholly destroy
it; I do not believe it would wholly destroy it.

The CHAIRMAN. You perhaps used too strong an expression in that
regard.

Mr. KOLB. Yes.
The CHAIRMAN. Uave you finished your statement?
Mr. KOLB. The concluding statement is: Therefore, Mr. Chair-

man and members of the committee, we urge you as a matter of
promoting national and individual well-being to report this bill
unfavorably.

Senator CONNALLY. You represent the National Metal Trades
Association?

Mr. KOLB. Yes, sir.
Senator CONNALLY. What kinds of concerns are members of that?
Mr. KOLB. Large and small manufacturing companies, manufactur-

ing metal products, from the Mississippi River east to the Atlantic
seaboard and from the chain of lakes on the north to the Mason-Dixon
line.

Senator CONNALLY. Would the United States Steel Corporation be
one of them?

Mr. KOLB. They are not one. There are several of the large
employers who consider themselves self-sufficient in matters with
which we deal.

Senator CONNALLY. And they do not belong to your association?
Mr. KOLB. That is correct.
Senator CONNALLY. How many of those concerns-you say you

have 900 of them-how many of them now have unemployment
systems?

Mr. KOLB. I cannot give you a definite statement about that.
Several of them do have, and quito a number of them have old-age-
pension plans that have been inaugurated. Some of them have sizable
sums tied up that they will not be able to recover except by court
process.

Senator CONNALLY. Do you believe the establishment of those funds
would eliminate thrift?

Mr. KOLB. As far as these corporations are concerned, they will
continue to do what they did before. They are following up their
little bit, and without regard to the others.

Senator CONNALLY. I think the employees should contribute in this
bill. Then you would be in a way encouraging thrift.

Mr. KOLB. I believe in that. If the employee is to participate by
contributing, hq will try and conserve the fund and eventually will be
the recipient of a larger measure of benefits.

The CHAIRMAN. Thank you, Mr. Kolb. The next witness is
Stanley Latshaw, of the National Publishers Association.
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STATEMENT OF STANLEY LATSHAW, REPRESENTING THE NA.
TIONAL PUBLISHERS ASSOCIATION, NEW YORK, N. Y.

Mr. LATSHAW. What I had intended to say, 'Mr. Chairman and
gentlemen, has been largely said by some of the preceding speakers,
and as time is getting late I will try to make only a very few com-
ments.

I am representing in a way the periodical publishers.
Sentitor KING. By that do you mean the metropolitan press as

well?
Mr. LATSBAW. No; these are the periodical publishers-farm

papers, religious papers, scientific, and so forth.
Senator CONNALLY. N1agazines?
Mir. LATHSAW. Magazines.
However, I am not here as the result of the collection of data and

the collection of opinions of these publications representing, as I say,
something more than 4,000 of all sorts of political and economic
points of view unless we conducted a referendum, it would be impos-
sible for anyone to speak definitely with respect to the views upon such
a large and varied organization. So that anything that I might say is
said with the backing of the officials of the organization and is in
advance of the collection of data which we now have in progress.

We represent a business of $300,000,000, probably, with an employ-
ment roll of some 100,000 or more and about 11,000-we have to take
it from the census figures, as the combination, because it has not been
broken down between metropolitan newspapers and periodicals-
a total of some 11,524 of whom 11,000 roughly employ 50 persons or
less. The nature of our business is such that our wages are high and
our employment is stabilized to a degree I think that is unequaled
in the other large industries.

We therefore have in the matter of employment, the minimum
peaks and valleys of employment and unemployment, and I think
that according to the figures of the National Industrial Conference
Board, the rate of wages paid in our industry over the period of the
last 10 years has been the highest paid by any large industry, with a
few exceptions.

Senator CONNALLY. Is that because you are making more money
than the other industries?

Mr. LATSHAW. Unfortunately that is not true. I happen to be the
chairman of our code authority, and in our code authority hearings
based on questionnaires sent to the publishers and the figures coor-
dinated, we showed that 70 percent of the periodicals published in
1932 were in the red, and that in the opinion of our board of directors,
90 percent of them were in the red in 1933, so that we have not made a
great deal of money.

Senator CONNALLY. That is because of the falling off in advertising
by reason of the business slump?

Mr. LATSHAW. Very largely, and because our business unfor-
tunately is one that cannot shut down. If the next issue promises
to be unprofitable, we must issue it nevertheless; there can be no
partial suspension. It must go on, eith according to the custom in
the trade, and also because of the post-office regulations.

Senator CONNALLY. Is the Saturday Evening Post a member of
your organization?
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Mr. LATSHAW. All of the periodicals, large and small. I find
myself speaking for the periodicals with the reservations that I have
made, because as I say, we include so wide a sector that we include all
possible points of view, and the points I wish to make before the com-
mittee is the inability that we have to be of service in this hearing.
This is a very large and complex subject. Our record shows, I think,
and you may agree with me, that we have been leaders or a large part
of our membership have been leaders in what might be called social
betterment. I think that our record shows that we have been not the
recalcitrant die-hards; our own handling of our employees and the
payments that we make to them show that we practice what we
have preached. And we should perhaps be prepared to come before
you gentlemen with some plan.

Unfortunately, the point that I wish to make is that this legislation,
perhaps because of our stupidity, has caught us without preparation.
It involves and will involve for industry-

Senator CONNALLY (interposing). As I understand you, you do not
even know whether your industry as a whole favors it or is opposed
to it?

Mr. LATSHAW. quite true. What I am trying to make as my
point, gentlemen, is this, that our industry, in common with all
industries, is that there is proposed a series of regulatory measures,
new legislation which involve millions and ultimately billions of dollars.
Our share of that will be not only our contribution but the contribu-
tions which we would have to absorb as other industries would have
to absorb, by the additional cost of supplies and so forth, and the
expense and ramifications of this do not frighten us, but they bewilder
us with the speed with which we are asked-we are not asked, because
we came here voluntarily, but we should like to be-and I think per-
haps there are other industries in the same position; we should ke
to better informed.

I suggest therefore that it is the opinion of our industry, and this I
think I can speak with a reasonable degree of assurance that I would
have the concurrence of that majority, that in the wisdom of this
committee, that a commission be appointed to make a study of the
situation in Europe, to make that study which has been made in
Europe by commissions there and has taken a period of time and
that the findings of that commission be made available for study,
not only by Congress, but by industry and others interested in general.

It is proposed to put our hands to a plow that has a furrow that
leads clear over the horizon. It is not temporary legislation, it is not
emergency legislation. The dictation of the interest in the matter
may arise from an emergency, it may be inspired by an emergency,
it may be quickened by an emergency, but it is as I take it, not an
emergency measure and the publishers that I am representing ask
that a commission be appointed to make a study. Perhaps it may
take a year to make suc a study, the study to reveal the experience
and the mistakes. I understand that in Europe there is no system
that has not been tinkered with repeatedly.

Senator CONNALLY. We do that with aU of our laws. We would
not be here if we were not tinkering with our laws all the time.

Mr. LATSHAW. I think, Senator the best we can hope for is that
legislation might emerge that would require the minimum of tinkering.
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Senator CONNALLY. Is it not well known what these European
countries have done? Did not the Cabinet Committee that prepared
this bill make a study of all of these questions? Would your sugges-
tion not merely mean the delay of a year?

Mr. LATSHAW. We are not cognizant of the result of any such study
and plan as is set forth here that would give us time to digest or to
understand or to make an application of it to our own industry and
to make the calculations as best we could as to the ramifications and
the copiputations and permutations.

Senator CONNALLY. We cannot make anybody study these things
unless they want to. Hero is your organization representing the
press of the Nation, and ordinarily to whom we are supposed to look
for instruction and guidance, and here you are coming along and
wanting us to wait another year so that your members can learn all
about this thing.

Mr. LATSHAW. Perhaps we are unduly modest in coming along
with recommendations.

The CHAIRMAN. You will recall that this Committee, appointed by
the President, was appointed many months ago and that they did give
stud to it over a long period of time.

Mr. LATSHAW. Yes, sir.
The CHAIRMAN. They studied the European systems and State

systems, and so forth, and at the close of the last session of Congress
or before the close of the last session of Congress, it was thought then
that at least one feature of this bill would be taken up, and that was
unemployment insurance. Bills had been introduced on old-age
pension. Committees of Congress had had hearings on all of these
matters which were available, and the administration thinks that
they have been proceeding along deliberately with a view of getting
up a plan such as this andit makes these suggestions. So that all of
this matter was available to your organization.

Senator KING. If I may say so, I do not believe that this request
which you have made, and I say it with all due respect to you and
your organization, will get anywhere. I do not think that this
Congress is going to delay passing some bill dealing with social in-
surance, and unless you can make some contribution by way of
practical suggestions or the form of the legislation, you will have no
part in the maesure that will emerge from Congress when we get
through. There will be some bill passed, and I think your organiza-
tion might just as well recognize that fact.

Mr. LATSHAW. We have never been here as obstructionists. I
think that will be granted. I think on the contrary, that we were
more like plumed knights that are trying to lead, whether properly
or otherwise.

Senator KINo. We wish you would, as plumed knights, suggest
some improvements if you neem that the bill before us is defective.

The CHAIRMAN. I think that the committee gets the viewpoint
of your organization, and your viewpoint, that you want us to pro-
ceed steathily and slowly, thatyou have not been able to get together
the opinions of your organization into various propositions, and you
are not in a position to make any suggestions.

Mr. LATSHAW. There is only one thing, one trifling suggestion in
passing, and that was given quite some discussion this morning at the
hearing. I said at the start that we have a very fine record as to
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wages paid and the stabilization of employment. It seems to me
unfair to adopt a system by which the efficient, without reward, would
carry on the work of the inefficient, or the "unlucky" as it has been
termed. It seems to me that in this matter as in other things, that
charity commences at home, and that those industries that have had
a record of taking care of their own should be given recognition in
legislation, definite recognition, because otherwise the premium will be
on "letting George do it", and we have not had that point of view and
we do not think that will be fair and equitable, and we do not think it
would encourage the very sort of employer and employee relationship
which is presumed- to be desired in social legislation.

The CHAIRMIAN. We are very glad to get your suggestion. If
there are any other suggestions you want to make or elaborating
your remarks, do so, and we will put this in the record.

Mr. LATSHAW. Thank you.
Senator BLACK. Is there any industry in the Nation that is more

dependent upon wages and the incomes of individuals that buy its
output than the publishers?

Mr. LATSHAW. Not that I know of.
Senator BLACK. To that extent, then anything that stabilizes

employment throughout industry as a whole and which might improve
the income of the purchaser is at least as much to your industry as
to that of any industry that does business in the country.

Mr. LATSHAW. I should say so.
Senator BLACK. And in connection with your idea of waiting, you

are familiar of course with the fact that for a number of years in all
of these periodicals, many of us have been reading most excellent
articles on the subject of unemployment insurance, old-age pensions
in this country and in general. You periodicals have been open to
such publications, have they not?

Mr. LATSHAW. Many of them.
Senator BLACK. And they have been carried from year to year all

through the years. Even the progressive Saturday Evening Post, as
I recall it, has had a number of articles on that subject of unem-
ployment insurance. So that your industry of all industries, if it
reads its own publications, has certainly been better educated on it
than any other industry in the Nation has it not?

Mr. LATSHAW. Perhaps, but we still ao not feel that we are suffi-
ciently educated.
The CHAIRMAN. But they are not all together on the proposition.
Mr. LATSHiAW. No; and we never will be.
The CHAIRMAN. That is true with reference to this committee and

that is true with reference to Congress.
Senator CONNALLY. While you are not, prepared to represent theviews of all of your members, probably you would like to ive us

your own indivdual views. I Xo not insist, but if you do, think
the committee would be glad to have it as an individual.

Mr. LATSIHAW. I do not believe, sir, that I should take the time of
this committee to indulge in generalizations. We have had the ques-
tion as to whether the Ohio plan was better than the Wisconsin plan,
and whether this bill should be divided or whether it should be left
in the present omnibus form, whether it should be administered by a
commission or Cabinet member, and so forth and so on. There has
been msnypuggestions about this thing. I have 4 pounds of data in
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there indicating] and I do not believe I can concrete any brilliant
new thought that would solve the problem. I am trying to say that
from the beat guidance that I can get from the members that I rep-
resent, that this is a problem so far-reaching, so important, and so
long in duration that it should not be passed as an emergency measure
without the opportunity for review and consideration, so as to mini-
mize the inevitable tinkering that will come.

Senator CONNALLY. Of course there is no law that we ever passed
that e never changed. The world is moving and we are progressing,
and we are going to have to change all of these laws from time to
time. Did it ever occur to you that the old-age pension and the
unemployment will probably help your business?

Mr. LATsRAw. Anything will.
Senator CONNALLY. The unemployed and the aged are the chief

newspaper readers now. {LaugL- r.T
The CHAIRMAN. You have be-. one of the best witnesses before

this committee. I congratulate you on your modesty, and I presume
you can appreciate our troubles, perhaps more than any other witness
who has appeared before the committee.

STATEMENT OF ELON H. HOOKER, PRESIDENT HOOKER ELECTRO-
CHEMICAL CO., NEW YORK CITY, REPRESENTING THE MANU-
FACTURING CHEMISTS ASSOCIATION

Mr. HOOKER. Mr. Chairman, if you want to go to lunch, if the
time is short-

The CHAIRMA-. No. We have had to arrange our calendar as we
have gone along. We hope to close these hearings this week. If
you have a statement that you want to put in the record, very well,
and discuss the high points of your statement, all right. The com-
mittee is not going to sit this afternoon.

Mr. HOOKER. I would like to put in my statement and then if the
committee is not too tired, I would like to make a few remarks after-
ward that are a little more direct and a little less carefully studied
but perhaps a little more human.

The CHAIRMAN. You may put your statement in the record then.
Did you want to read the statement?

Mr. HOOKER. I will bring out the main points in it; yes.
I am president of the Hooker Elect rochemical Co. In that capacity

I am an employer of labor and have a definite responsibility, which
I feel deeply, for the welfare and best interests of those who are em-
ployed in my plants. I appear before you, therefore, today as a man
aced with an operating responsibiliy who will, in his particular field,

have to carry out the provisions of t e bill which you are considering
should it become law. I am here also in a broader capacity as a
representative of the chemical industry, having been requested to
serve by both the Manufacturing Chemists' Association and the
Chemical Alliance.

According to the 1933 figures from the Bureau of the Census, the
chemicals and allied products industry have 6,257 establishments,
employing 205,709 workers, with wages totaling $311,540,000. I cite
these figures to you simply to show you that the provisions of the bill
which we are considering today are of the greatest interest to the
industry which I represent.
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The matter, however, goes considerably beyond simply a question
of the number of employees and the wages paid to them. The
chemical industry is a basic industry. It is perhaps more closely
related to production in other fields than any other industry in the
United States. The reasons for this are not far to seek. Through
long hours which its chemists have spent on research problems,
through the expenditure of millions of dollars in experimental develop-
ments, it has shown the way to scientific progress which has permitted
America to become practically self-sustaining and to lead the indus-
trial nations of the world. Anything which works in any way to the
detriment of this industry and which discourages research and
development inevitably slows up the general scientific progress of our
Nation.

In presenting this brief I should like to state at the very outset
that no one is more interested in providing economic security for
the working population in this country than the employers of labor.
A satisfied labor force is their chief asset. As employers of labor they
have an interest in preventing any legislation or action that may
impair their ability to give employment. Employers necessarily
think first in terms of cost, because their ability to stay in business
and to provide employment depends on their ability to sell their
commodities at a price that the consumer can afford to pay.

In estimating the value of the legislation here proposed, therefore,
we must think in terms of whether or not the benefits will justify the
cost. From this point of view it is necessary to treat the proposal for
unemployment insurance separately from the proposal for old-age
pensions.

Before discussing the specific provisions of the bill before you, it
may be useful to attempt to define unemployment. The definition
is simple. People are unemployed when they do not work for money;
that is, when they do not have paid jobs. However, people may be
unemployed for a variety of reasons.

Unemployment may be boadly classified into voluntary and
involuntary. This distinction is particularly important in connection
with the type of legislation here proposed. No one, I am sure, would
consider paying unemployment compensation to persons who volun-
tarily abstain from employment. There is a considerable number of
such persons in every country, although no statistics on this subject
are available. Indeed, they would be extremely difficult to get.
Few people would be willing to admit that they would rather be
idle than en aged in some useful work. It would be particularly
difficult to determine the number of those people who work only
as long as necessary to maintain themselves in existence and who
would take advantage to the fullest measure of any State schemes of
unemployment relief. Every employer is familiar with this type of
labor and with the difficulties which it causes in periods of active
business. These people are first to be fired and last to be reemployed.
They have no intention of becoming regular and stable workers for
whose employment industry must accept a large measure of responsi-
bility.

Senator CONNALLY. You would not reemploy those people if you
could get more efficient people would you? You say they would be
the last to be reemployed.

Mr. tI09KER. They are the last you wish to employ.
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Senator CONNALLY. You would take them back because you could
not do any better.

Mr. HOOKER. When you run out of the cream of other labor, you
have to use those. While they are a public charge, they should have
the least benefits because they are the least willing to do their part.

Senator CoNNALLY. They wouid get the least benefits because they
get only half wage, and the other fellow gets full wage.

Mr. HOOKER. Involuntary unemployment is due to causes over
which the worker has no control. There are several types of invol-
untary unemployment and, therefore, several remedies for its relief
and prevention.

First, we have unemployment due to old age, physical and mental
defects, sickness, accident, and other causes, which make the worker
physically unable to engage in gainful employment. Persons in this
group are not subject for unemployment compensation of the type
proposed in the bill which we are here considering.

Those workers who are able and willing to work, but unable to find
employment through no fault of their own, may also be divided into
a number of groups. In certain industries unemployment is chronic,
that is, their demand for labor has ceased to increase or has begun
to decline and the workers thrown out of employment can never
expect to return to their jobs in those industries. The remedy here
is not unemployment compensation but rather shifting of workers to
other industries and other regions.

An outstanding example of that of course, is the trouble we have
had for nearly 50 years in the coal regions. There has been nothing
the matter there excepting that there were 250,000 workers there that
could not be employed. If long ago they had been moved to some
other section of the'country, there would not have been any problem
in the coal regions at all. That is what has been the matter.

In seasonal industries workers are regularly unemployed during a
portion of the year. The remedy here is not payment of unemploy-
ment compensation which, even if desired would be too costly, but
rather regularization of employment or provision of other work
during the off season.

Finally, there is the group of workers who are classified as regular
and stable employees but who experience in normal periods inter.
mittent unemployment as a result of maladjustments of the demand
for labor and the supply of workers. The demand for labor cannot
be fixed as to kind and quantity on account of the dynamic character
of our economic system, contifiuous changes in the methods of pro-
duction. I can give you a great many examples of that which the
people who are not involved in industry do not always understand.

Senator KINo. Some plants become obsolete by reason of changes?
Mr. IOOKER. In my own company, I had just finished a million

dollars of the finest bleach chambers that were ever built in any coun.
try, on methods that we had invented, and which were far superior to
anything there was. They cost just $1,000,000. Ve had them about
finished for about 3 months, Ahen a competitor came along and
developed a scheme of liquefying chlorine under high pressure and
under great cold. In 4 or 5 months that entire system of bleach
chambers and all of the other bleach chambers in England and every.
where else in the world were entirely scrapped. I had to build
another million dollars' worth of liquefying chambers to take 'their
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place, and it has stood there for 15 years; so you see when you come
to figure what industry has to pay to keep alive and pay taxes for you
people down hero to appropriate, you have got to realize that there
are all kinds of obsolescence and excess charges that do not appear
in the ordinary course of things.

Senator CNNALLY. We take pretty good care of the chemical
industry by protecting them with tariffs.

Mr. HOOKER. The chemical industry, Senator, has been taking
awfully good care of you, too, by what they have been doing, because
it has made you independent of the rest of the world and enabled you
to get nitrogen from the air and protected you inside of our own
borders, and not have our supply of munitions cut off by any other
country blocking the coast of Chili as a source of nitrate.

Senator CONNALLY. I am not complaining, but you were talking
about how much you were helping us down here by sending taxes
down. We have b( n helping you to take care of your business and
make you prosperous so that you had that $2,000,000 to spend that
you have been talking about. .

Mr. tIOOKER. We have and we have not. As I go along a little
further-if you would like me to be frank and personal, I wil tell you
something else-

Senator CONNALLY (interposing). I have no desire to indulge in
personalities. I merely commented on a statement which you made.

Senator BLACK. Who invented the plan of taking nitrogen from the
air?

Senator Kixo. Haber.
Senator BLACK. Where did lie live?
Mr. HOOKER. He lived in Germany.
Senator BLACK. Yes.
Mr. HOOKER. The demand for labor cannot be fixed as to kind and

quantity on account of the dynamic character of our economic system,
continuous changes in methods of production, in habits of consump-
tion, in the leN el of prices, and in the ability of the markets to consume
the products of industry. The supply of labor is composed of in-
dividuals, each capable of performing a limited range of work and tied
by all sorts of ties to a particular region or locality. In a large measure
industrial employment is not end cannot be continuous. It consists
rather of a series of jobs for which workers are employed and laid off
when the job is completed until new work is available.

The length of jobs varies from industry to industry. Workers
move from completed jobs to new work, and it is inevitable that in
the interim they experience some measure of unemployment. In
normal periods, therefore, the pool of intermittent unemployment is
not composed of the same individuals. Each day and each week
some workers drop out of this pool on the way to new jobs, while
other workers become part, of it upon the completion of jobs. In
view of this fundamental characteristic of our economic system an
extraordinary degree of mobility is required in the labor force if
unemployment is to be kept at a minimum. Any scheme of unem-
ployment compensation which impairs mobility of labor or the willing-
ness of workers to make a change will increase unemployment.

In this country there is an appalling lack of information concerning
the extent of unemployment and, in particular, concerning the nature
and composition of unemployment during periods of normal business
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activity to which the bill before you is designed to apply. That being
the case, it seems to me that we are trying to provide a remedy for a
disease the nature of which is not known to us. It is not the intention
of the people who framed this bill to take care of depressional un-
employ ment.

As I understand it, this bill has nothing to do with depressional
unemployment; it is meant to take care of unemployment at ordinary
times. As I understand, Miss Perkins especially disavows that. They
tried ii England to take care of the personal unemployment and made
a complete failure of it. This bill is supposed to be free from that
taint.

That is an impossible task for any unemployment insurance or
compensation scheme. The burden of depressional unemployment
must fall on society as a whole.

Whether you realize it or not, this is a particularly unfortunate
time, in the midst of a deep depressional unemployment, to frame
legislation that is designed for an entirely different kind of a situa-
tion, because the atmosphere is all wrong. This is the time to frame
legislation for depressional unemployment; it is not the time to frame
legislation for unemployment insurance that has nothing to do with
the depression, because every condition is adverse to a sane solution
of the problem.

My opposition to this bill rests, in the first place, on the ground
that, to my knowledge, it has been prepared without an adequate
factual study and without the necessary consultation with persons
who will be most directly affected by its provisions.

I am sorry Senator Iarrison is not here, because he takes excep-
tion to that, as I listened to the previous speaker. This bill was
prepared with 6 months of study by a committee. That may seem
to you gentlemen a long time, but the provisions contained in this
bill are to cover a period of time running on to our children's children,
and our grandchildren, and 6 months of experience in this kind of a
complicated thing, 6 months study is not nearly enough.

Senator CONNALLY. What would you think would be enough?
Mr. HOOKER. England has been 4 years before they made their

first proposition at all, and after a few years of failure, they took 2
years more to study the reconstruction of it.

Senator CONNALLY. We have spent all the time that there is up to
now.

Mr. HOOKER. But we do not have to do it now. We have to do the
personal unemployment now, but we do not have to do permanent
unemployment.

Senator BLACK. We still have both kinds of unemployment, do
we not?

Mr. HOOKER. Oh, yes.
Senator BLACK. There are 2 or 3 different kinds that you pointed

out, transitional and technological unemployment, and so forth.
Mr. HooKER. Yes; but my point is that we have so much of

emergency matters to deal with now, that it is the wrong time to deal
with something that is absolutely not an emergency at all.

Senator BLACK. I would fully agree with you if it were attempted
to confuse this unemployment insurance with emergency legislation
to take care of the depression. A good many of us have studied it
very carefully for a long time.
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Mr. HOOKER. I think you have separated them and I agree with
you entirely, but my point is that we have so much emergency legisla-
tion, legislation necessary right now, that we should not take up the
problem of this kind until we are in a much calmer mood and much
more on an even keel. I would love to give you gentlemen an exam-
ple of the kind of thing that I believe is calling for your instant and
constant attention in the Senate Finance Committee as against this
kind of thing at this particular time, and if I am given permission,
I will explain that to you afterward.

Senator KINo. Your idea is that while we are in the midst of a great
depression and perhaps fifteen or ten million people out of employ-
ment, and 19 million are recipients of contributions from the relief
organizations of the Government, and while industry or many in-
dustries are rather prostrate, the atmosphere is not conducive to wise
and sound thinking along the lines of permanent legislation looking to
unemployment and cognate questions?

Mr. HOOKER. Senator, you have said it twice as well as I could
say it.

I should like to call to your attention the fact that before the first
scheme of unemployment insurance was introduced in Great Britain
a Royal Commission spent 4 years studying the problem of social
insurance and that before the new unemployment act was passed in
1934 another Royal Commission spent 2 years studying the question
of necessary reforms in the existing scheme. Our Committee on
Economic Security spent 6 months, in the atmosphere of a severe
business depression most prejudicial to an impartial ap roach,
studying the problem with which we are confronted. They tad an
impossible job, but this bill was sent to you unaccompanied even by
a complete presentation of such facts as the Committee have been
able to develop during the short period available to them for study
and investigation.

This bill should not be rushed through without a knowledge of the
facts. And I contend that there is not a proper knowledge of the
facts before the country, and men like myself who are going to pay
this bill, so that we can form any adequate judgment to help you in
any way, and remember that the Senate Finance Committee stands
between us and stands between businesses that are almost prostrate,
stands between us and destruction, and we feel that we can come to
you for support and for protection. You will have no taxes to pay
anything with if you do not keep American industry alive, and we
have a right to depend on you gentlemen to do it, no matter what
propositions, impractical propositions, are brought up.

Senator CONNALLY. We have got to keep your purchasers alive
at the same time, haven't we, the people who purchase your products?
We cannot keep industry alive unless we keep alive the people who
are going to buy your products and consume them.

Mr. HOOKER. There are people enough and money enough to
buy our products, the trouble is now that we cannot get any prices
for our products that enable us to make any money to pay our taxes
with, and I would be prepared to show you that.

As I say, this bill should not be rushed through without a knowledge
of the facts. We are creating an enormous bureaucracy to take care
of a problem the magnitude and significance of which we really do not
understand We do not know whether or not as a result of this bill
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the problem of unemployment will be made less serious or more seri-
ous. I am convinced that if stable and regular employees, for whom
industry is glad to assume its proper share of responsibility, are sepa-
rated from the pool of unemployment existing in normal times, the
problem can be handled by industry without building up a tremend-
ous bureaucratic system the effect of which will inevitably be to
increase unemployment and its costs.

My specific objections to the unemployment compensation scheme
here proposed arc as follows:

(1) It does not give expression to the ideas of the President of the
United States that the individual States should have a large measure
of freedom in experimenting with various schemes of unemployment
compensation, according to their individual State needs and circum-
stances. The bill, as framed t present, practically forces the States
to adopt a State-pooled fund. It forces them furthermore, to apply
a 3-percent pay-roll tax to all nonroanual employees regardless of the
amount of annual income. If the States are to comply with the provi-
sions of this bill they cannot experiment with other types of unemploy-
ment compensation, such as individual reserve plans.

The President has asked for that and the bill does not give it.
(2) The financial burden on the States would be uneven because the

risk of unemployment varies greatly from State to State. I under-
stand that in some States the risk of unemployment is 3 percent and
in others it is 33 percent. It is not fair to put a common burden of
taxation under those circumstances.

As a result, with a 3-percent pay-roll tax certain States will be able
to pay higher benefits than other States. The effect of this would be
migration of labor from one State to another to take advantage of
higher benefits. The only way to avoid this migration would be for
some States to impose a tax of more than 3 percent. This, however,
would place industries in those States in a disadvantageous competi-
tive position.

(3) Government employees should bear their share of the costs. If
there is this enormous number of public employees, all over the coun-
try, all of whom are pretty well fed under this system, this tremendous
bureaucratic system we are having here why shouldn't theypay their
share? The poor men working in our plant are not as well of as these
Government employees. Why shouldn't they pay their part?

(4) Elimination of firms employing less than 4 employees is dis-
criminatory. One of the speakers referred to that this morning.

(5) The bill covers only about 50 percent of the gainfully employed
or about 25 million out of 49 million gainful workers. If the bill bad
been in effect during the depression, it would have covered in 1933
only about 16 million workers, according to the Committee on
Economic Securit, that is, about 9 million would have dropped out
of the scheme and eome a direct charge on the State.

(6) If the bill had been in effect in 1929 the income from a 3-percent
pay-roll tax under the provisions of this bill would have amounted to
over one billion. In 1932 the income would have declined to about
$560,000,000. When the need is greatest, income is smallest and
in siificant compared to needs.

Senator CONNALLY. We are going to build up reserves, aren't we?
That is true of your business too? When times are prosperous you
make more, and when times are hard you make less?
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Mr. HOOKER. We would have shut down before this if we had not
built up reserves, and the reserves are now gone.

Senator CONNALLY. That may be, but-
Mr. HOOKER (interposing). But you will have to build up 75

billion dollars-astronomical figures.
Senator CONNALLY. I do not think so.
Mr. HOOKER. That is what it calls for.
(7) The proportion of workers covered would vary from State to

State. In some agricultural States only one-fourth of their workers
would derive benefits under the plan, while in the highly industrial
States as much as three-fourths of the workers would be covered.
This situation would be inequitable.

Essentially this bill is an outstanding type of class legislation. It
selects from our total gainful population a special group and gives it
unemployment benefits as a legal right while the remainder of the
gainfully employed would be compelled in times of unemployment
to submit to a test of need in order to obtain relief.

Senator CONNALLY. You are complaining it does not include every-
body. Do you favor putting anybody under it?

Mr. HOOKER. I certainly would not. I would not favor even
putting these under. Do not misunderstand me, Senator. I am

eartily in sympathy with the purposes and spirit of this bill, and I
carry this thing out in my works to the last degree and I have no
watered stock in my company and I do not have to pay dividends
on anything that should not be paid in.

Senator CONNALLY. That is fine.
Mr. HOOKER. And I am trying to carry these things out and I am

in sympathy with this, but want you men to know that business
can only carry so much.

Senator CONNALLY. That is all right. You are in favor of the
principles but against the bill.

Mr. HOOKER. I am decidedly against the bill.
Senator CONNALLY. It does not help us any to be in favor of the

thing on principle. It does not help an employee out of work just to
sym athize with him.

Mr. HOOKER. I think this bill should be carefully studied and the
conditions of everything in it should be taken up and will be taken
up gladly by industry.

Senator CONNALLY. That is why we are here today.
Mr. HOOKER. And that is why I am here too, in order to give you

what help I can.
The beneficiaries under the scheme would not contribute anything

directly to its financial support. The tax would be paid entirely by
the employer. Ultimately the cost of the plan will be borne by the
consumers. Thus the Nation as a whole, including those who do not
benefit, would be paying special benefits to a selected economic group
who are singled out for special treatment not on any basis of social
justice or unusual hazards but purely on the basis of administrative
expediency.

A particular serious problem in connection with unemployment
insurance is the lack of an administrative apparatus. No matter
how good the provisions of the law may be, its effects will be injurious
without an efficient and honest administrative personnel. This can-
not be created overnight.
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The proposed bill will not help any of the people who are now
employed. Of course that is clear.

Senator CONNALLY. It would not help any of them?
Mr. HOOKER. Any that are now unemployed. It will help future

unemployment but not present unemployment. Ten years from now
it would be helping somebody.

Senator CONNALLY. We are legislating for the future.
Mr.,HOOKER. We hope this depression is not going to last. Those

who are now employed, representing the cream of the labor force,
do not seem in danger of unemployment in the near future and their
need is not imminent. I see no reason, therefore, to rush the bill
through the Congress without the most mature study and fullest
discussion. My recommendation would be to postpone definite
action in regard to this fundamental proposal of social reform and to
appoint a joint congressional committee to study the matter fully and
propose legislation at some future session of Congress.

That is very unpopular with the chairman, because that is just
what the previous speaker suggested.

Senator CONNALLY. It is perfectly natural than anybody against
an thin is in favor of delaying it.

fr. HOOKER. I am very much for this kind of thing. I am carry-
ing it out in my works, but I know what industry is trying to do and
what they are going to feel.

Senator BLACK. I want to see if I understand your statement. Do
you mean you are for legislation to bring this about, or do you believe
in letting the employers bring it about themselves individually?

Mr. HOOKER. I am perfectly glad with an open mind to consider
legislation, just as soon as a time in the future that we will be out of
this present mess and dealing with our present problems, just as soon
as the thing can be brought to a calm and reasonable basis, because
everything that is in this bill I want to see put in my plants, either
through legislation or without it.

Senator BLACK. There are a great many employers, Mr. Hooker,
that I think you are familiar with, who have very altruistic motives
themselves, and have exceptionally fine plants for their men and pay
excellent wages and provide wonderful assistance of reserve. I
know some of them myself. Perhaps you realize better than I do,
being in business, that that does not help those who do not do that.

M1r. HOOKER. Yes, I realize that Senator, and I am in sympathy
with you.

In regard to old-age pensions I must confess that I am bewildered
by the magnitude of the scheme and ly the multiplicity of suggestions
already mado for amending the bill as now stands. I understand that
in 1930 there were 6,500,000 persons 65 years of age and over. This
represented 5.4 percent of the entire population. The report of the
Committee on Economic Security estimates that persons in this age
group will account for 6.3 percent of the total population in 1940;
9.3 percent in 1960; and 10 percent in 1975. We are constantly
increasing our age limit.

To take care of the aged the bill proposes the establishment of two
types of old-age pensions-noncontributory and contributory.

Noncontributory pensions would be provided for persons who are
already superannuated or who will shortly become so, and for.those
who unexpectedly find themselves without means in old age. The
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cost of these pensions would be borne by the Federal Government and
the States in equal proportions, provided that the share of the Federal
Government is not more than $15 per month per individual. These
pensions would be payable on the basis of need.
The cost of noncontributory pensions to the Federal Government

is estimated by the Committee on Economic Security at $136,000,000
in the first year and at $1,294,000,000 in 1980, if a compulsory system
of contributory pensions is not established. If a compulsory system
is established by January 1937, the cost to the Federal Government
by 1980 will be less than 40 percent of the estimated amount, or about
$520,000,000. The States would carry al equal burden.

The system of contributory pensions would be applied to all
manual workers and to nonmanual workers earning less than $250
per month, with the exception of Government employees and persons
covered by the Railroad Retirement Act. The cost of this scheme
would be met by imposing a tax on pay rolls, one-half of which
would be paid by the employer and the other half by the employees.

The bill before you provides for a tax commencing on January 1,
1937, at 1 percent of the pay roll and increasing to 5 percent of the
pay roll in 1957. The Committee on Economic Security estimates
that under this scheme income will exceed payments until the year
1965 when the reserve will amount to $15,250,000,000. After 1965
it is proposed that the Federal Government should make up the dif-
ference between receipts and payments in order to maintain the
reserve at that level.

The income from contributions and interest on the reserve will
amount to $2,200,000 000 per year by 1980. The contribution of the
Federal Government by 1980 will amount to $1,400,000,000 per year.
To meet the annual cost of the compulsory scheme in 1980 there will
thus be available $3,600,000,000. In addition, the Committee on
Economic Security estimates that the cost of noncontributory pen-
sions will be about $1,040,000,000 in which the Federal Government
and the States will share equally. Total payment on account of
pensions in 1980 is thus estimated at $4,640,000,000.

The plan which is proposed to you is not solvent. To make the
contributory scheme actuarially solvent it would be necessary to
accumulate a reserve of $75,000,000,000, according to the Committee
on Economic Security. The Committee realizes the difficulties in.
volved in connection with the building up and investment of a reserve
of this size as well as that it would impose an unfair burden on the
younger members of the present generation. You would put 5 percent
on the present generation.

Senator KING. I would like to ask for information, because I am
rather bewildered when you get to those astronomical figures.

Mr. HoOKER. We are'all bewildered.
Senator KING. In view of the fact that there will be so many who

will not make contributions to this involuntary assessment., in view
of the fact that the number who will make contributions will be, to
my way of thinking, only a fractional part, perhaps 50 percent or more
of all of those who are employed and who will need support after they
attain that age, I do not see how it is possible to accumulate a fund
of such magnitude. It seems to me it will be in the red most of the
time. I am not at all satisfied that those actuarial figures if they are
actuarial figures, rest upon any sound computation or any rational
basis.
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Mr. HOOKER. Senator, that is why I want this thing studied and
studied and studied, and not a 6-months' study or anything like this
involving $75,000,000,000 capitalized, when it only represents half of
the people, and it might be $150,000,000,000 if it took in the other
half. It is a thing which should be worked out in the calm and
quiet of a different time from this.

On the other hand, the committee admits that in its present form
the plan will impose a terrific burden on future generations. They
found' themselves between Scylla and Charybdis, and they recom-
mended to the President a plan which is not perfect and which
presents immense difficulties.

In 1980, that is 45 years from today, persons 65 years of age and
over would receive an annual sum of about $4,600,000,000. Forty-
five years from today-think of it. I am buying power under con-
tracts that have 50 years to run. Forty-five years is nothing. It
will be on us before we know it.

Senator BLACK. Not all of us.
Senator KINO. We hope you have immortality. [Laughter.]
Mr. HOOKER. Senator, you are talking to probably the average

common or garden-variety of employer who will have to pay this bill.
I think I represent a fair cross-section of the man who has built up
his own business, is trying to run it, has a deep interest in his em-
ployees, more than in anything else in the world, and who wants to

eep his business running so that he can keep on employing his
employees, and who has not let one man go during the depression
and who has lowered the salaries of his employees less and brought
them back first, with the officers of his company going down first
in their salaries and not having yet been restored. That is the way
we care about our labor.

Senator HASTINGS. I do not think you have in the record how many
employees you have.

Mr. HOOKER. I am representing 275,000 employees in the chemical
industries. I have 600 in my own plants.

Senator CONNALLY. You say you are the type of employer who has
to pay that bill. Wouldn't you be able to pass any of that on to the
consumer.

Mr. HOOKER. Senator, not so long ago you passed a bill down here
called the N. R. A.

Senator CONNALLY (interposing). I did not pass it; I did not vote
for it.

Mr. HOOKER. Excuse me for saying that you did, Senator; I
apologize. Under the statements that were made at that time, I
was informed that if I met the requirements of that bill, that the large
added cost-we were then in the red-that the largo added cost would
be passed on to the consumer and we could raise our prices accordingly
and that it would be of course expected that that would be dono.

Senator BLACK. Who told you that?
Mr. HOOKER. Everybody. The spokesman at Washington-

whoever that is.
Senator BLACK. I am just interested in knowing who actually said

that
Mr. HOOKER. That was in the papers all over.
Senator BLACK. I made that statement on the floor and it was

denied to me. I was objecting to it on the ground that they would
pass it on, and I was told that that was not the object.
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Mr. HOOKER. You may rest in peace, Senator, because they did
not pass it on.

Senator BLACK. Is your business better now than it was then, or
worse?

Mr. HOOKER. The amount that we had to pass on to our pay
roll-the amount that we had to add to our pay roll at that time-
was supposed to be made up by an increased price in our products.
Not one single nickel were we able to raise our prices, and every
attempt we made to raise our prices was discouraged.

Senator BLACK. That is fine.
Mr. HOOKER. No; it is not fine when you know what our earnings

are. Not if you want to get any of this money to pay these bills with.
Senator BLACK. Is your business better or worse?
Mr. HOOKER. It was larger in volume and worse in earnings.
Senator BLACK. How much larger in volume?
Mr. HOOKER. The business is quite largely increased in volume.
Senator BLACK. Is it two or three times as much?
Mr. HOOKER. It is twice as large, and we are making no more money

than we did when we were half as large.
Senator CONNIALLY. But that volume did give increased employ-

ment? It made more men busy?
Mr. HOOKER. Oh,yes; we are running, and weare running a machine

that is marking time.
Senator CONNALLY. In fairness to the N. R. A., if it did even that,

it did increase employment.
Mr. HOOKER. The only point I want to make here is that we are

not able to pass it on at all, and we had that added expense; of course,
with a much larger volume we should be making a great deal more
money.

Senator BLACK. What did you make this year?
Mr. HOOKER. If you would like me, I wift be frank with you-
Senator BLACK (interposing). I do not care to ask yqu if you do

not care to state.
Mr. HOOKER. I will be glad to tell you.
In 1980, that is 45 years from today, persons 65 years of age and

over would receive an annual sum of about $4,600,000,000. This
figure is scarcely comprehensible. Since the birth of Christ there
have been just about 1 billion minutes. The significance of this
figure may perhaps become apparent if we compare it with the share
o national income going to some of our major economic groups.

This figure is 18 percent higher than the total income of the 11
million people engaged in farming in 1933. It is 119 percent higher
than total dividend payments in the same year. It amounts to almost
90 percent of total interest payments in this country, including in-
terest on about $50,000,000,000 of public indebtedness, Fe eral,
State and local.

Senator BLACK. That is, $1,400,000,000?
Mr. HOOKER. Yes.
Senator BLACK. Do you have figures to show that is $100,000,000

less than 500 men received in income in 1929?
Mr. HOOKER. I do not know anything about those astronomical

figures. The taxes in this country are paid by about 10 percent of
the people.

Senator BLACK. They are the people that get most of the income./
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Mr. HOOKER. You must preserve that 10 percent. I claim that
I am a typical dray horse in this proposition of trying to make some
taxes with which you will have a fund to spend here in Washington
for Government maintenance.

I think that we need more time and more factual information to
understand the implications of the plan here proposed. The bill
which you are considering would not help the unemployed, and it
would not be of much value to the workers who are now employed.
Contributions for old-age pensions would not begin until January
1937. There is no need, therefore, for rushing the bill through in
such a hurry. As a matter of fact, I am convinced that the people
whom it is intended to help would be greatly benefited by a more
intensive study of the scheme here proposed and all its implications.

In particular, I should like to urge you not to impose special
burdens on industry at the moment when it is trying to pull itself
out of the worst depression in its history. Any measure which
raises costs is detrimental to recovery.' The bill you have before
you now will eventually place a burden on business equivalent to
over 17 percent of the pay rolls affected.

My proposal to you, therefore, is to appoint two joint congressional
committees, one to make a comprehensive study of the question of
unemployment insurance or compensation and the other to investi-
gate fully the problems of old-age dependency and the best measures
for its relief. In the meantime, emergency measures should be devised
to take care of the unemployed and the aged who find themselves
without adequate means of support.

Twenty-five years ago, here and there in Europe, and particularly
in England, were outstanding examples of enlightened self-interest
on the part of employers in their relations withlabor. Present-day
examples, such as Seebohm Rowntree, and the industrial garden cities
in England, and Duchemin in France, will serve to illustrate this point.
During these last 25 years, such individuals have multiplied in
America, until this country is outstanding beyond all other nations
and any other time in generous interest and action in regard to social
security. Industry has graduated from paternalism to the basis of
generous dealing as a matter of right and reason. There has never
been a time when these relationships between capital and labor were
as close and as understanding as they are here today, and no one should
question the steady upbuilding of employee's security in progress
today here in our midst without governmental intervention.

I speak of this because such acquaintanceship as I have with the
American industrialists convinces me that these men are completely
in sympathy with any sound and reasonable advance along the lines
which are assumed to have inspired this bill and which would be
practicable for industry and the Government to carry out.

It is estimated that these proposals would eventually put a total
burden on business of something like 17 percent of its pay roll; the
Federal corporation tax alone today, even on relatively modest
industries, is upwards of 12 percent on their income.

Business in general showed a net loss in this country in 1033 of
$4,000,000,000; in 1932 the loss was $9,600,000,000; in 1931 it was
$8,600,000,000; and in 1930 it amounted to $5,100,000,000 according
to Government figures. Each year the total assets of the Nation
were reduced by these staggering amounts. • .
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Referring to a small business enterprise which I founded and in
which I am responsible for paying these Government taxes, we have
reduced the modest salaries of executives, cut out common-stock divi-
dends and later preferred-stock dividends and then reduced wages
last of all for a short period. W e then reinstated wages first and at
the same time kept all employees at work and materially increased
the number of employees by increased volume. We have found our-
selves with a net loss of a quarter of a million 2 succeeding years, and
now under these tax burdens, having reinstated labor's pay, are only
earning about the interest on the preferred stock, while the officers'
salaries remain at the reduced figure. That example is considered
one of the less drastic types of punishment which business has suffered
of late years, and just how would such a business as that continue to
pay taxes to the Government if it were to have loaded upon it such ad-
ditional burdens as are here proposed.

Your committee has before it proposed expenditures for the mainte-
nance of Government of about $4,000,000,000 with an income of a
similar amount. On top of that you are asked to appropriate
$4,800,000,000 for work as emergency relief, unbalancing the Budget
by that amount. The security matters we are discussing today are
proposed to be added to this burden, which in turn is added to in-
dustry's present tax load of today.

Our generation found itself in a war in which we increased the
public debt by $27,000,000,000. We are also responsible for $9,000,-
000,000 of foreign private loans of doubtful security. Our generation
has been responsible for the contracting of $10,000,000,000 of war
debts asyet unpaid. For myself, I am unable to see how this financial
burden is anything but the burden of our own generation. Our
children and grandchildren will have their wars and their depressions
to pay for, and if we pass on to them the cost of our war and our
depression can anyone, from a reasonable point of view, assume that
it is fair on top of that for us to indulge our desire for what we would
like to do in welfare work unless we pay for it ourselves? They will
have their own ideas of what they want to do and they have every
right to indulge their generous impulses about these things, but we
have no right to foreclose their opportunity to do so. From my point
of view, we have an immediate emergency which we must meet with
emergency taxation and emergency payments to the unemployed
and should pay for it within our own generaton.

After we have done so and taxed ourselves for it, then is the time
for us to consider whether we can afford to do these wholly desirable
but extraordinarily expensive things and pay for them ourselves.

Senator KINO (acting chairman). Thank you very much. Is there
anything else you wish to submit?

Mr. HOOKER. So much for that rather dry document.
As an American business man of the smaller type I feel ihat we

come before you Senators of the Finance Committee as the only
people who can protect us in business from the danger of having our

business ruined and our possibility of earning taxes for the Govern-
ment destroyed.

I would like to say a few words about that from the depths of my
own experience. Four years ago my company lost $250,000; the next
year it lost $250,000. The next year it made less than the interest
on its preferred stock. This year just finished it made the interest
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on its preferred stock. There is no water in this company; it is an
integral unit of the chemical industry. By conference with my com-
petitors, I find that we are doing as well as they are. Our industry
in general is considered one of those which have been in the most
advantageous position; we have not suffered as drastically as others
have. I only know of our own experience.

Senator KiNo. What is the product of your plant?
Mr. HOOKER. Heavy chemicals. So far as I know, for each

$5,0001000 units of honest investment in our kind of business, the
earnings over the last 4 years available for dividends, for any increases
in salary, or the restoration of salary, or to pay special payments to
very successful executives or anything of that ind, for common
stock dividends-after a business has been operating for 30 years and
has built u a reat goodwill, it certainly should be entitled to earn
something besides the interest on its preferred stock. Per $5,000,000
unit in that kind of business, so far as I am able to ascertain, ourselves
and our competitors have had $100,000 a year of net profits.

Senator BLACK. What did you have in 1029?
Mr. HOOKER. Nothing very large.
Senator BLACK. How much? Can you tell me?
Mr. HOOKER. Per $5,000,000 of investment?
Senator BLACK. No; what was your company's profit in 1929?
Mr. HOOKER. I should think that $400,000 or $500,000 was the

maximum.
Senator BLACK. What was the capital stock?
Mr. HOOKER. The capital stock is about $5,000,000.
Senator BLACK. Did you have any holding company or is your

company independent?
Mr. HOOKER. Independent.
Senator BLACK. You have no subsidiaries?
Mr. HOOKER. A completely independent company, and I own 50

percent of it.
Senator BLACK. What were the highest salaries and bonuses paid

at that time?
Mr. HOOKER. We never paid any bonuses, but they have, and

they did not amount to very much. Maybe $20,000 or something
like that. My salary was $35,000 a year.

Senator BLACK. That was the highest?
Mr. HOOKER. It is now reduced by two 20-percent reductions.
Senator BLACK. You never did go in like some of them did with

$200,000 or $300,000 salaries?
Mr. HOOKER. Never did and never had any use for it.
Senator BLACK. From your experience as a business man, do you

think that those $200,000 or $300,000 salaries or $1,000,000 bonuses
and salaries are helpful or detrimental to business?

Mr. HOOKER. I never agreed with Senator Norris that $7,500 was
the most salary that could ever be earned by an honest man under
any conditions. The kind of strain that business men carry and the
great burdens of mind that they do carry call for a certain salary away
beyond that. I remember when Senator Norris was making that
remark to us in the Agricultural Committee, Senator, that Senator
Underwood sat there by the side of the table and he was payring_ his
superintendent $50,000 a year, and on the other side of the table sat
another one of the Senators who was paying the superintendent of
his utility company. $50,000 a year.
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Senator BLACK. That was the Muscle Shoals hearing?
Mr. HOOKER. Yes.
Senator BLACK. You testified in that, as I recall?
Mr. HOOKER. Yes; I want to say to you Senators, because I think

this is the right opportunity, that the way we are staggering under 12
percent of income tax and cannot earn $100,000 on a $5,000,000 invest-
ment net, is something that none of you would be satisfied with.
You know that business could not go on in that way.

Senator BLACK. Do you believe in an excess-profits tax?
Mr. HOOKER. I do not believe I do.
Senator BLACK. If we had for instance, some evidence to show that

some companies have made 3 or 4 or 5 thousand percent a year on*
their investment, do you think they should be required to pay an
excess-profits tax?

Mr. HOOKER. I think you get a lot of misinformation.
Senator BLACK. That was not misinformation; that was taken from

their books and they swore to it.
Mr. HOOKER. You can only ask me questions about legitimate and

normal honest business.
Senator BLACK. That is what we are trying to do.
Mr. HOOKER. I am talking to you from that standpoint, and I

say this, that when we realize that the Senate Finance Committee is
the only body we know of to protect us from such expenditures as
are going on now through Washington in the power field, you will
see why I feel that I ought to appeal to you.

Senator KING. I think perhaps the forum to which you should
appeal rather than the Finance Committee is the Committee on Ways
and Means of the House.

Mr. HooKER. No, Senator. These expenditures that are called for
here are on top of other things such as this. The administration has
asked to build the St. Lawrence Canal. They have asked to develop
900,000 horsepower on the St. Lawrence when there is 400,000 horse-
power in Canada that cannot be sold,, and 200,000 horsepower in
New York State that cannot be sold.

Senator CONNALLY. That does not relate to old-age pensions?
Mr. HOOKER. That puts a tremendous burden on us.
Senator BLACK. Your company could not have gone many years

if it had continued like it was going in 1930 and 1931?
Mr. HOOKER. No.
Senator BLACK. That was impossible, the object in business being

to make a profit.
Mr. HOOKER. Yes.
Senator KING. Is there anything else you w:nt to submit?
Mr. HOOKER. I only want to appeal to you not to put the burdens

on business of building these power plants in the Columbia River
Valley and in the Tennessee Valley and ip the St. Lawrence Valley.
We cannot stand it and we cannot pay for it.

Senator KING. Our committee does not deal with that.
Mr. HOOKER. You are dealing with passing those bills.
Senator CONNALLY. You are not in the power business?
Mr. HooK R. I am a consumer. I am a victim of the power busi-

ness if there is such a thing.
Senator CONNALLY. If you get cheaper power, that will be all right

for you. ,
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Mr. HOOKER. Not if you destroy the power companies.
Senator CONNALLY. These others will take their place.
Mr. HOOKER. Not if they do not last.
Senator KINo. At this point in the record, I am placing a memo-

randum submitted by Prof. Paul H. Douglas of the University of
Chicago.
UNEMPLOYMENT INSURANCE FEATURES OF THE WAGNER-LEwIs BILL FOR SOCIAL

I SECURITY. (S. 1130; H. R. 4142)

By Prof. Paul 11. Douglas of the University of Chicago, Department of Economics

I am in hearty agreement with the general purposes of this bill. It is impossible
to rely exclusively upon State action if we are to protect the aged poor and those
thrown out of work by unemployment and through no fault of their own. For
each State will be reluctant to levy an extra assessment upon the employers
within it confines lest in doing so it should place these enterprises at a competitive
disadvantage in comparison with employers In other States which do not have
to pay such taxes or contributions. The tendency, therefore, Is for the States
to hold back and for much-needed social legislation to be prevented or at the
least greatly delayed.

It Is greatly to the credit of the administration that it has seen this funda-
mental difficulty and that it proposes to have the Federal Government attempt
to get united action on much needed types of social security. If I must criticize
some of the details of the bill as presented, I do not want to be understood as
attacking the primary purposes which it seeks to fulfill. On the contrary, as one
who has been advocating unemployment insurance and old-age pensions for at
least 15 years I heartily approve of the general aim of this program. I believe,
however, that these fundamental purposes could be effected better if certain
vital changes were made in the bill, more particularly in those sections dealing
with unemployment insurance.

1. THE COMPARATIVE UNDESIRABILITY OF THE OFFSET METHOD

Choosing to adopt a Federal-State system rather than an outright Federal
law, the method which is proposed of obtaining favorable State action Is that
of a tax offset. The Federal Government imposes a tax on pay rolls which by
1938 must amount to 3 percent. In States which pass unemployment insurance
laws employers are then permitted to have the amounts which they contribute
to the State systems credited as an offset against the Federal tax up to 90 per-
cent of the latter amounts. If a State pass such an unemployment insurance
act, it does not, therefore, Impose any additional expense upon its employers
but merely permits these enterprises to make their contributions to a local fund
which will relieve the local unemployed instead of these moneys going to Wash-
ington and possibly being spent on entirely different objects.

This plan is most certainly ingenious, but In my opinion It Is vitally defective
In a number of important features:

(1) The bill lays down very few standards to which the State systems will have
to conform to in order to be credited with the offsets. Thiawas apparently because
of the fear that if many such standards were set up, the act might be declared
unconstitutional on the ground that it was using the taxing powers for a purpose
which was primarily If not exclusively regulatory. As a result, the act leaves a
State free to enact almost any kind of unemployment-insurance system which it
wishes, subject to a few simple rules governing elgibility for benefit and to the
requirement, under the distribution of the residual funds for administration that
the personnel of the State services be on a merit and nonpolitical basis and that
the benefits must be paid out through the State employment offices.

But no standards are set on such vital matters as (a) the minimum or maximum
length of the waiting period; (b) the minimum or maximum length of the benefit
period; (c) the average percentage of weekly wages to be paid In benefits; (d) the
minimum and maximum weekly benefits; (e) provisions for part-tithb employ-
ment; (f) whether plant reserves, Industry reserves, or State-pooled funds are to
be used; (g) the salary limit for Including nonmanual workers. While some
variation and ex erimentation between the States may be desirable, it is aprent
that under the method proposed a bewildering variety of provisions 1 likely to
result which will give widely varying degrees of protection to workers Indifferent
States.
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(2) The bill in its present form does not make any provision for the wide

differences in unemployment between the various States. Thus in April 1930
when the average percentage of unemployment among the nonagricultural
workers was 8.5 percent for the country as a whole the average for Michigan was
13.9 percent; for Rhode Island 11.2 percent, Montana 10.7, and for Illinois 10.1
Percent. On the other hand the average In South Dakota was only 3.9 percent.'
In other words, there was almost four times as much relative unemployment in
the State with the highest percentage as in that with the lowest. If the 4 ye. ais
from 1030 to 1933 are taken as a whole, the actuaries of the Committee on
Economic Security estimate the average for the country as 25.8 percent. Michi-
gan, which was again the high State, however, had an average of 34.3 percent
while Georgia, the lowest State, had an average of 17.0 percent.2  Here the
highest State had a volume of unemployment which was relatively twice that of
the lowest.

It Is apparent, therefore, that under the proposed bill, if each State levies the
assessment upon employers of 3 percent, which it is hoped that they will the
amount of benefit which can be given will vary greatly from State to State.
States with a high volume of unemployment will be able to pay only a few week's
benefit to their unemployed while those with a low volume will be able to provide
much more. There will be no Justification for any such treatment. The unem-
ployed In the States where the benefit period is short will be just as innocent as
those where it is much longer. There Is, In fact, no justifiable reason for penaliz-
ing them because of the accident of their location.

(3) The proposed bill will also result In 48 different sets of central records and
probably in a bewildering variety of forms and administ-ative procedure. Any-
one who has spent any time studying the handling of the central records of the
British system at Kew will realize the necessity of a relative concentration of these
records In at least large districts. There Is good evidence to Indicate that most
States are too small administrative units to handle this work effectively.

(4) The proposed bill makes no provision for those workers who acquire
eligibility in one State and who on moving to another become unemployed. It,
therefore, largely leaves migratory workers out of its protection. The numbers
of this class are, in absolute terms, fairly large. And many of them need protec-
tion against unemployment more acutely perhaps than any other group. - Yet
the present bill, by making eligibility occur exclusively within a State and not
the country as a whole, debars MTis class from aid.

(6) The proposed bil, so far as its "offset" features are concerned, will be
ineffective In enforcing such few standards as it prescribes for the States. If
a State violates any of these standards, the only way the offset provisions can be
used will be to declare that an employer's contributions to a State fund will not
be credited against the Federal pay-roll tax. If this were done, the employers
would have to payr double. In practice, the Federal authorities would be almost
completely unwilling to Invoke such a severe penalty against private parties who
woinld not have been guilty of any offense. In practice, therefore, the offset
features wauld be almost completely ineffective in maintaining uniform standards.
on these few ponts now covered in the bill. Nor could they be used to lay down,
further standards In the future.

A greater degree of control can be exercised by the Federal Government through
the 10 percent of the pay-roll fax which it retains, and then presumably redistrib-
utes to the States in order to provide for their administrative cost. These
sums can be withheld if the States do not conform to proper standards of person-
nel. This is important, but it should be noted that it is effected only by aban-
doning the offset feature so far as this part of the funds is concerned and resorting
to an outright Federal subsidy plan.

(6) In practice, employers will have to make two sets of contributions. Tile
first will be to the States under the State unemployment insurance laws. The
second will be to the Federal Government for the three-tenths of 1 percent of the
pay roll which is to be used, through redistribution, for administrative expenses
(sees. 406 and 602). There will be some extra difficulty imposed upon employers
in paying their contributions to two different sets of officials.

(7) Perhaps most iqprtant of all Is the fact that the offset law will tend to
confine not only the present but the future financing of unemployment insurance
to a levy upon pay rolls. For such Is the nature of the Federal tax. A State
cannot, therefore, obtain offsets for Its citizens if It wishes to finance a portion of

'Suppement to the report to the Presldent of the Committee on Econome Secuuity (1M5), pp. 56'HYers.
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the costs from income or excess-profit taxes. These could not be offset against a
Federal tax on pay rolls since they would not fall exclusively on the same persons
or to the same degree upon identical persons.

It may well be held by some, however, that a portion of the costs of standard
benefits should be met by taxes upon those who can best afford them and which
will not either be shifted backwards to the workers or forward to the consumers.
The offset method prevents this method of financing from being used within the
range of protection afforded by the pay-roll levy.

There are also many who, while they would be Initially willing to finance un-
emplo ment insurance from a pay-roll tax would wish to have some of the financ-
ing latr shifted toward income and excess-profits taxes or at the very least would
like to have this possibility left open. But this cannot be done so far as the basic
protection is concerned as long as the principle of offsets against pay rolls Is re-
tained. The proposed measure, therefore, forecloses future as well as present
recourse'to these other methods of finance. For all these reasons, therefore, the
offset feature, while better than no Federal action at all, is seen to be clumsy and
comparatively ineffective.

If. A NATIONAL SYSTEM OF UNEMPLOYMENT INSURANCE

From the economic and administrative standpoints, there can be little doubt
that an outright national system of unemployment insurance, under which the
Federal Government would at once collect the money and disburse the benefits
would be superior to any other system.

1. It would provide a uniformity of rules and provisions for the country as a
whole.

2. Administrative records could be relatively centralized and a standardization
of forms effected. The country could be divided into some eight or ten adminis-
trative districts, each of which would have a set of central records.

3. Migratory workers and those transferring from one State to another would
not lose their claim to benefit.

4. Sin'e the insurance fund would be Nation-wide in scope, a uniformity in
benefits would be provided. The unemployed in States with high unemployment
would not be penalized because of the accident of residence, but would share
equally with all.

5. There would be no problem of keeping the localities up to minimum stand-
ards, since this would follow from the fact that the administration would be in
central hands.

6. Employers would make their contributions to only one governmental
agency.

7. The Government could, if and when it wished, use other methods of financing
the payment of unemployment benefits in addition to the levy on pay rolls.

I presume that the objections which are chiefly advanced against such a na-
tional system are primarily constitutional and (in the better sense of the term)
political. I am not a constitutional lawyer, but it should be noted that the bill
properly calls for a national system of old-age annuities in which the contributions
of employed persons and of employers are paid into a Federal fund. This is the
onely practicable way of handling this situation in view of the way In which many
people move from State to State during their wA-king life.. But what I chiefly
want to emphasize in this connection is that the drafters of this legislation evi-
dently believed that such a national system of old-age annuities would be con-
stitutional. If this is so, there would seem to be at least equal reason to believe
that a national system of unemployment insurance would also be constitutional.

In fact, the case for the constitutionally of a national system of unemployment
Insurance would seem to be appreciably stronger than that for old-age annuities.
For old-age annuities will be paid steadily, Irrespective of whether we are in
periods of prosperity or depression. Unemployment insurance benefits, however,
will be paid out primarily in periods of depression. As such they will conse-
quently serve to build up and steady consumers purchasing power during such
depressions and hence decrease their severity. The prospect of benefits wiU,
moreover, lessen the hectic savings of the working classes during the early stages
of a depression and will lead to a better distribution of these savings over longer
periods of time. The decrease in the demand for consumers goods and services
:at such periods and the piling up of Idle savings in banks where they are "steri-
.lized". will, therefore, be lessened and a further cumulative cause of depressions
will be reduced.

It would seem to me, therefore, that a national system of unemployment insur-
.nce9 1ri be defended constitutionally on the added ground that it helps to protect
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the Integrity of commerce and trade as a whole and that it thus falls within the
power of Congress "to regulate commerce * * * among the several States,"
and the implied powers which were stressed by the great jurist John Marshall as
falling within the provision that Congress could "make all laws which shall be
necessary and proper for carrying into execution the foregoing powers."

Furthermore, if there is still any doubt as to whether a national system of
unemployment insurance would be declare constitutional, I would suggest that
this can be lessened by Congress passing two acts instead of one. The first could
collect the funds; the second could outline the benefits. Congress would certianly
have the power to tax in this way. There are, moreover, almost no limitations
upon the spending powers of Congress, so that the payment of unemployment
benefits would seem to be above legitimate criticism as constitutional. Even If
a national system of unemployment insurance were to be declared unconstitu-
tional, if these two features were to be joined together (which I do not believe)
I suggest that It should be able to run the constitutional gamut if they were put
asunder.

I do not feel competent to pronounce on the broader political aspects of a
national system of unemployment insurance, but I believe that the Congress of
this country is well able to pass upon such considerations and if they decide that
it Is proper from this standpoint, I would be more than willing to accept their
judgment. From the administrative and economic aspects of the problem, a
national system would most decidedly be superior.

I1. A FEDERAL TAX REMISSION SYSTEM

If it should be decided, however, that an outright national system was not
practicable or expedient, a Federal tax remission plan would be preferable to the
offset method. Under the tax remission plan, the Federal Government would
levy taxes to collect the necessary funds and it would then distribute these sums
back to those States which passed satisfactory unemployment insurance laws.
Such a system would have distinct advantages over the tax offset method.

1. It would permit more thorough-going and adequate standards to be laid
down as a basis for State action.

2. By withholding a portion of the sums collected for a national reinsurance
fund, aid could be given under proper controls to those States with relatively
high unemployment so that a uniformity of minimum benefits could virtually be
assured to the unemployed of all States. Judging by the experience for the years
1930-33, it would seem fairly safe for the Federal Government to retain one-third
of the total receipts for such purposes and for those mentioned In the next para-
graph.

3. With such a central fund, it would be possible to take care of those workers
who transferred from one State to another.

4. The Federal Government would have a much greater possibility of keeping
the States up to satisfactory standards, since it could simply refuse to remit the
taxes if a State failed to carry out the proper administration of the plan. Uniform
records, etc., could rather easily be obtained.

5. Taxpayers would have to contribute to only one agency, namely, the Fedr
eral Government, instead of to two. The Federal Government would subse-
quently remit these taxes.

6. The way would be left open for other sources of revenue than the pay-roll
tax to be used If and when, in the judgment of Congress, this became desirable.
A portion of these taxes could be remitted between the States In the precise
proportion in which they were collected, while another portion could be dis-
tributed according to the relative ratio of unemployment.

IV. OTHER SUGGESTIONS IN THE FIELD OF UNEMPLOYMENT INSURANCE

1. The provision that the maximum assessment against the pay rolls shall not
exceed 3 percent seems much too cautious. The actuaries attached to the
President's Committee on Economic Security have estimated, on the basis of the
1922-30 experience, that such ai assessment (when combined with a 4 weeks'
waiting period and benefits equal to 50 percent of the wage, subject to a maximum
weekly benefit of $15) would only provide for 15 weeks of benefit and if a 3 weeks'
waiting period were used, for only 14 weeks of benefits.3 

This is very inadequate,
particularly in view of the failure of the bill to make any provision for those who
I Report to the President of tb Committee on Economik Sectrity, p. 13.
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will exhaust their claims to standard benefits but still be in need. While this
benefit period may be extended In some States by keying a small contribution
upon the employee, it is not certain how many will adopt this method. Such
a policy is, moreoveropposed by large and influential sections of popular opinion.

If apay-roll tax s, therefore, to be used as the exclusive method of raising
unds, t 'vould seem Wise to Intrease'the maximum assessment to 4 percent.Acordlng to the actuaries, this would provide 24 weeks of benefits with a 4

veeks' waiting period, while if the waiting period were reduced to 3 weeks, 21
weeks of benefits could be paid. In other words, by Increasing assessments by
one-third the length of the benefit period could be extended from 50 to 60 percent.
Nor wouid this constitute too heavy an ultimate burden upon industry. An
assessment of 4 percent upon the pay roll would amount on the average to only
Around nine-tenthspf 1 percent of the sales value added by manufacturing,
although the ratio would be higher* in the service trades. It should also be remem-
bered that the added 'I p it by the Federal Government Itself
from taxes imposed o upper Income b and upon excess profits.
. 2. The bill Is K too cautious in levying a of only I percent upon pay

rolls if the Inde production for the years ending ber 1, 1935, and October
1936, does n oceed 84 percent of the 1923-26 average, d only 2 percent If the
index is be n 84 percent and 95 nt. These sums it be Inadequate and
will not emulate a muffle t fun or tion. I wou uch prefer to have
the ent 3 perce roe from outset, but if Is cannot be done,
I would suggest tha meant fixed percent if the ex of production
Is less n an tx thisfite ttobe raised to th ull amount.

3. t presenrolls on the Is of the total
ato thf hepa' aIfled to elude Qnly the
am nts pai lto ihose who ub tto em ym tnsuran Thesecould
be fin as (a) all wage ae.and (b) workers arng less than

SM $6 r n wa e emp re wo Dot hVe pay, as they
iho Id not I m 4 t lo, are ot under t protection of
the nemplo- n I I

4The h correct e hments which emplo four or more
wa earners. eca f is ye ns, it would not Le Initially tothis form f erag, ny f her robable, howcV r, thatcertain-.,l°ee Pesevf r,° thatul a at i ay

Ipc o types of oymen s c ded y bause the low unem-
pl5oI nt ratios, ecessive seaso une yment, ministrat e difficulties, or

I ns. I woul ha cultu nd fishing ould specifically
exel ed In the be and pu doe oyeesand employees of

well ous dchartab ftution mplo n an annual ry basis. Some
of t esec might be n r.

UGGZSTIONS IN 713 FIELD OF OLID- PENSIONS

While the une ment insurance provislo the bill are most in need of
amendment, I wou d that the ma amount which the Government
would contribute towards 5 raised from $15 a month (see. 7)
to-at least $20 a month. In many cases, particularly In urban communities, a
total of $30 a month may not be adequate to provide "a reasonable subsistehce
consistent with decency and health" (see. 4).
; I think the provision that the States must pay hplf the cost of such old-age
pensions will restrain them from granting excessive amounts In pensions. There
is little Justification, therefore, In providing that the Federal Government will
not give aid i SUport .of paenons .which are in exess of $W a month. By
raising th Federal mit to $20 a month, pensions runng up to $ will be mademuch more possible.

I am not certain that this will neessarily entail a larger appropriation by the
Federal Government sincethe apprplations provided seem t9 be based upon
the assumption that 1 ,000 o pooppe will receive such pensions. This Is five
times the present number protected by present State old-1ge pension plans. This
estimate sem to me' to.be exceedingly generous and the added $5 a month might
not e Itate the appropriation of any W4dedsums.

Senator KING. The committee stands adjourned until 10 o'clock
t~tnorrow morning.' .

OThereupon, at 1:35 p. In., the committee is adjourned until
Thursday, Feb. 14, 1935,'at 10 a. mn.) -
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THURSDAY, FEBRUARY 14, 1935

UNITED STATES SENATE,
COMMITTEE ON FINANCE

lVashington, . 0.
The Committee met pursuant to adjournment at 10 a. m., in the

Finance Committee Room, Senate Office Building, Senator Pat
Harrison (chairman)presiding.

The CHAIRMAN. The first witness this morning is William R.
Webster, of the Connecticut Manufacturers Association.

STATEMENT OF WILLIAM R. WEBSTER, REPRESENTING THE
CONNECTICUT MANUFACTURERS ASSOCIATION, BRIDGEPORT,
CONN.

Mr. WEBSTER. I am William R. Webster, chairman of the Board of
the Bridgeport Brass Co., Bridgeport, Conn., representing the Manu-
facturers Association of Connecticut, Inc. My own company oper-
ates both a brass mill and fabricating departments and employs
at present about 2,000.

May I say in this connection that that is more employees than we
average throughout 1929. Every month the last year, with the
possible exception of January, with respect to which my memory is
not clear, we averaged more employees on the pay roll than we did in
1929.

The Manufacturers Association of Connecticut, on whose behalf Iappear today, is a State-wide organization comprising, with few
exceptions, practically all eligible industries in the State of Connec-
ticut, large or small. When I say "eligible", I use the word advisedly,
because the association's board of directors, on which I have just
finished a term, sets a rather high standard for membership, refusing
admittance to those who do not look upon the employment relation-
ship with the respect which it deserves, and exercising its prerogative
of expulsion, if and when a member offends against established law or
against the canons of decency.

It is a testimonial, perhaps, to the grade of men who make up Con-
necticut industry that the association s ranks are so close to 100 per-
cent. At any rate, it is on their behalf that I offer these comments on
the bill before your honorable committee today.

I shall respect the committee's patience and the pressure on its
time by refraining from argument on the legal or constitutional
phases of the measure. As a layman, I recognize that I do not qualify
as a spokesman on these matters, and other witnesses will doubtless
offer testimony to that end. Moreover, such lawyers as there may be
on this committee, together with such legal counsel as the committee
has consulted, are doubtless familiar with the case of Bailey v. Drexel
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Furniture Co., 259 U. S. 20 wherein the United States Supreme Court
ruled that the use of the taxing power to achieve by indirection an
end that could not be legally accomplished directly was an invalid
exercise of the congressional power. Reduced to their elementals,
the bills before your committee propose to do just that.

Nor will I dwell at any length on the retarding effect which the
program embodied in these bills must necessarily have upon the re-
vival of private industry. The President has indicated his belief in
the sound principle that permanent gains in employment and in the
social and economic well-being of the American people can come only
from the absorption of workers into private industry. It must be plain
that the penalty intended to be imposed on employers for irregular
employment will tend to freeze industrial employment on the lowest
possible level at which the annual industrial productivity of America
can be turned out. I recognize that stabilization is one of the aims
of the proponents of unemployment compensation, but I question
whether stabilization at a permanently low level is to be preferred to
the opportunities of additional employment which industrialists would
feel free to offer in times of exceptionally good demand, if they were
not obliged to assume permanent responsibility for the supplemental
personnel which could be used for appreciable periods. I recognize
too that the ultimate objective of the bills before you is permanent
social reform rather then short-time recovery; but your committee
and the Congress assumes a grave responsibility if it handicaps the
now budding recovery movement to an extent that will render reform
of little practical value to those who are its intended beneficiaries.

Couple that thought with the recognized truth that these measures
offer future, rather than immediate help and you have an added
reason why an already overburdened industry should not be required
to shoulder the extra load.

Our principal concern in Connecticut is with the size of this load
and its discouraging effect on private enterprise at a time when the
forces of recovery have gotten such impetus that nothing can stop
their progress--except a measure of this sort. The industrial em-
ployers oour State are concerned, of course, about the latent powers of
Federal coercion that lie in the bill. We have gone far along the
path of enlightened legislation for the protection of industrial workers,
and when certain low-grade nomadic industries came over our borders
a few years ago, and engaged in the premeditated practice of low wage
and law evasion, the Manufacturers Association of Connecticut was
in the vanguard of those who drafted and sponsored laws to cure the
evil. We believe, therefore, that we have shown not only the dis-
position but the ability to handle such matters within our own borders
and we find it hard to stifle a feeling of disquiet when the Federal
Government attempts to direct us along a path of action that our own
legislators, closer to their constituencies and more familiar with our
limitations have not seen fit to launch upon as yet.

But as I said our chief concern is with the weight of the burden
and with our ability to carry it. Based on the best figures obtainable,
the direct cost of this program to Connecticut industrial employers
will probably amount to at least 3 million the first year, and may run
to 7% millions. It will increase by 1 million or 2 million the following
year, going up by progressive stages until it reaches something like
14 million in 1957. To a New England manufacturer, that appears
like a staggering sum to add to the heavy burdens he is now support-
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ing in local, State, and Federal taxation, in workmen's compensation
costs, in private charity and in such employee-benefit plans as his
resources will allow him to establish and maintain.

The manufacturing industries of Connecticut normally employ
over a quarter of a rmllion or so workers-a field of gainful occupation
for 21 percent of the State's adult population. In the United States
as a whole, only 10 percent of the people of working age find employ-
ment in industry. This alone is a graphic measure of the importance
of industry to the State. When, in addition, it is recognized by
statisticians that each worker on the average is looked to for support
by 29 dependent individuals, it is readily apparent that Connecticut
industry furnishes a source of livelihood for much over half of the
entire population of the State. Quite obviously such a fountainhead
of economic and social well-being must not be molested by an unwise
use of the taxing power.

The heavy responsibility of law-making bodies in this regard can
be made still more clear by an examination of the present tax burden
borne by industry in Connecticut. Although no one, to our knowl-
edge, has ever undertaken an exhaustive study in this field, a survey
made by the association in the middle of the last decade, with the
results applied to changing conditions since, indicates that the
industries represented in the membership of our association are now
paying about 15 million under the general property tax. Add to
that 4 million for taxes imposed on them directly for State use. Add
another 11 million for their share of the various Federal levies-the
corporate income tax; the capital-stock and excess-profits taxes; the
tax on security issues, and safety deposit boxes; the impost on tele-
phone and telegraph communications; the processing and compehsa-
tory taxes on cotton, paper, and other commodities; the excise taxes
on clocks and silverware, toilet preparations, automotive goods, oil
and gas, firearms, sporting goods and games, radio and phonograph
parts; and so on.

Conservatively estimated, therefore, we find that the productive
enterprises grouped within the membership of this association are
bearing a burden that even in these subnormal times averages about
30 million. Mhen conditions improve, that part of the burden
which depends on volume of business will, of course, increase. The
rest of the burden will hardly be reduced, since expenditures arising
out of the depression tend to rise in spite of all that taxpayers can
do to hold them in check. We are becoming accustomedto talk in
large figures, and a burden so great as this is not so breath-taking as
it would once have been; but no New Englander can look at a tax
burden of 30 million dollars with equanimity, especially when it falls
on one of the two productive forces in the economic life of the State.
To jump it forthwith by from 10 to 25 percent, in the face of certain
increases in the general tax structure both here and at home is to
add a load that is simply insupportable. And may I point out that
the history of social legislation both here fnd abroad is a cumulative
increase in the scale of benefits and a widening of the circle of
beneficiaries.

May I also state that I am the president of the Automatic Machine
Co. of Bridgeport, which is a small concern making machine tools for
very high ans precise work. During the depression, we have oper-
ated at fropi 10 to 15 percent of normal period. These goods are
those classed as capital producer goods. They are used by the prin-
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cipal concerns in the machinery business in the country, but we have
found in endeavoring to secure orders to keep ourselves alive that our
customers say that they need this equipment, they would like to
purchase it, but they are fearful of their ability to do so because of
their inability to determine what their taxes will be in the future.

I want to further say in this connection that unless there is a turn
in the tide in this direction, this small concern will be obliged to fold
up, primarily because of the burden of taxation which it is already
carryidg.It exists today primarily through the sufference of our
local tax collector. He could at any time close us up.

Testimony already in your records, I understand, emphasizes the
actuarial deficiencies of these plans on the basis of our present experi-
ence. That testimony merits the closest study of the committee
before a bill is reported out. Some of the actuarial witnesses were
from the State of Connecticut, which houses the most renowned
masters of actuarial science in the United States and their testimony
on a phase of this subject on which they are professionally competent
to pass judgment is of far greater significance than seems to have been
attached to it thus far. In connection with unemployment compensa-
tion, they spoke frbm personal knowledge of the lack of experience
tables on which to base remedial legislation. In connection with
old age pensions-and this I think is highly important--they pointed
out among other things that the population of the United States is
rap idly approaching a static condition and that the percentage of
older people in the population will tend to be appreciably higher.

On behalf of the group which I represent, therefore, I respectfully
urge that, instead of saddling us with this staggering additional burden
you give consideration to the wisdom of creating an executive com-
mission to coordinate Federal, State, and local studies in the field of
social security to determine accurately both the extent of the need and
the feasibility of suggested remedies before legislation is attempted.

The CHAIRMAN. Is that all you have?
Mr. WEBSTER. That is all unless the committee has some questions.
(No response.)
The CHAIRMAN. Thank you very much. The next witness is Paul

Kellogg.

STATEMENT OF PAUL KELLOGG, EDITOR THE SURVEY AND
SURVEY GRAPHIC, AND VICE CHAIRMAN ADVISORY COUNCIL,
COMMITTEE ON ECONOMIC SECURITY, NEW YORK, N. Y.

Mr. KELLOGO. I should like first to take a moment of your time to
tell you how I regard this committee and its work.

You will remember the recent collision off the Jersey coast, when
the Mohawk went down, and 45 lives were lost-seamen and pas-
sengers. A fortnight ago, the newspaper carried headlines that told
that while suits for a million dollars were in prospect against the
company the owners held that their total liability to everybody
concerneA was not over $10,000. That was like digging up the
thigh bone of a mastodon in your back yard. It harks back to the
old laws of the sea that go back to sailing ships, before we had our
modern notions of corporate responsibility toward workers and
passengers. That old law had it that survivors could get damages up
to the value of the wreck, if any. There wasn't any wreck ni this
case, only the lifeboats that got to shore.
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I remember in the case of another great disaster, publishing in the
Survey an article on this ancient network of maritime law written by
an expert who has since become the head of a great life-insurance
company, and the title we put over it was "Ships and Sealing Wax."

Yet after all, until 25 years ago we were equally backward with
respect to the hazards of accidents on the land. Our employers'
liability laws that were supposed to give protection to workers in
great plants, with molten metals and chemicals and voltages and
tremendous machines against which human flesh and blood were
pitted, went back to the old master-and-servant rulings of bewigged
English judges of 200 years ago, who figured out whether the squire
should be held responsible if the maid put damp sheets on the 'osler's
bed and the 'ostler took pneumonia and died of it.

Now all tfiat is changed for the better. State after State has
adopted workmen's compensation laws, which tackle these new risks
of work in a new way; put a tax on the employer, who puts it on price
and all of us pay a bit when we buy a ton of coal or a car or sack of
flour, for the human wear and tear that goes into the things we
consume.

Our factories and mills and mines come under a rule of security
that has not reached our ships. And employers, employees, and the
public the country over know that it is the sound, decent thing to do
and would not go back to the old ways.

And so we come to this greater and more devastating hazard you
are considering today, this hazard of broken work and broken earn-
ings, and how to bring theprinci.ples of insurance and collective cover-
age to bear so that we shall not let our people down; so that the whole
burden of lost wages shall not fall like a ton of brick on the wage-
earner's household, breaking the back of it. If we cannot supply
steady work in our modem industrial life, we should at least supply
some security of income to the people we call together to do the work.
We should do it in their interests and the interests of the rest of us,
if purchasing power is to be stabilized.

If a group of engineers and physicists in a laboratory were working
on some new motive power that would revolutionize production, the
world would get the drama of what they are about. The President
and his associates have essentially been at a kindred task in drafting
the administration's program of social security. You, in turn, are a
group of statesmen, holding open court to employers, labor leaders,
economists, social workers, and the rest. You, too, are just as essenti-
ally engaged in a process of discovery, only here and now it is a social
invention you are handling, one of a whole series of social inventions
through which human beings are trying to adjust themselves to the
industrial changes about us, so that life and livelihood may be secure
in the midst of them. Some day the public will wake up to the drama
of this thing you are doing; and meanwhile you, who are up to your
elbows in it, may now and then stand back and look at yourselves,
and catch the adventure of it, and be bold in what you are contriving
to protect the men, women, and children of America against these
hazards of our times, which the depression has driven home as never
before.

The depression has swelled this risk of unemployment and its
consequences to huge terius. Yet if we are to have progress and
change in ouy scheme of production, we are bound to lay people off
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in the course of them. Unemployment is a characteristic of prcs-
perous times and a'progressive industrial life. But unemployment
without security is as hoary an evil as irresponsible disasters at sea
and we can do something about it if we will. We have been belated
in this country in doing anything about it in a long-run way. But
that is all the more reason to forge instrumentalities that will stand
up and are adequate now that we have put our hands to it.

For 20 years the fear of interstate competition has kept our States-
Wiscohsin excepted-from passing unemploymet-insurance laws.
If the progressive manufacturers of Connecticut and the public of
Connecticut wanted to have an unemployment-compensation law,
under present conditions they would have to add to the cost of their
manufactured products and be at a disadvantage with Massachusetts
and New York and the rest of the country.

I should like to hail the President, Secretary Perkins, Senator
Wagner, Congressman Lewis, Director Witte, Mr. Eliot, and all
those who have had a hand in plans to cut that knot. I have con-
structive criticisms to make of the W agner-Lewis bill, but I want you
to write me down as for the fundamental objective of this ground-
breaking legislation. Once its pay-roll tax provisions are passed,
no longer will progressive States be so disadvantaged in their pro-
duction costs if they seek to protect their workers against unemploy-
ment. There is another great gain, and that is, with this dread of
unfair competition lifted, the national act can safely go further than
any State could contemplate going alone. It is because the measure
as drafted fails to go further that I level my first major criticism.
Rather it is a recession from the original Wagner-Lewis bill before
the Senate last year. That called for a 5-percent tax. This calls
for 3 percent, and the revenue therefrom is thoroughly inadequate
as the foundation for benefits, as I see it, to allow an adequate cover-
age of this risk.

Eight of the members of the Advisory Council, the chairman, the
vice chairman, the president of the National Federation of Settle-
ments the president of the American Federation of Labor, and four
other labor members of the Council, took this stand in a supplemen-
tary statement to the' Council's report. To increase the benefits, a
considerable minority of the Advisory Council voted for 5 percent,
and a larger group tied the vote at 4 percent. In its report the
Committee on Economic Security presents actuarial tables which
give the maximum standards possible on such a 3-percent tax base.
These are, first, after a worker is laid off, a 4 weeks' waiting period
without benefit; then 15 weeks' benefit at 50 percent of normal
wages-but in no case more than $15; thereafter, except for long-time
employees, nothing.

Now, when I challenged the length of benefit as the simplest test of
the adequacy of coverage, it was pointed out to me that these esti-
mates were made on the basis of taking the whole of the United States
as a pool. A State with relatively small unemployment might be
be able to lengthen them. But by that very token the State with
relatively high unemployment would have to cut them down, and we
might have States with 10 and 5 weeks' ber4efit periods.

We had statistical estimates before us that even at 15 weeks, and
even in good times, over half of the unemployed workers listed in
unemployment censuses made in the post-war years would have
fallen outside the benefit period provided by the 3 percent base.
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Roughly a quarter would have fallen in the prolonged waiting period
and another quarter would have fallen beyond the short benefit period.

These statistical estimates, with their known limitations, can be
brought down to everyday realities by reference to the results of a
field survey carried out in 1928 for the Senate Committee on Labor--
Senator Couzens, chairman. This was a study of 750 workers let go
the 12 months p receding from 20 groups of industries in Chicago,
Baltimore, and Worcester, Mass. It was directed by Isador Lubin,
now Chief of the Bureau of Labor Statistics of the United States
Department of Labor. With prosperity at its height, 42 percent of'
those who had secured jobs, and 55 percent of those who had not at
the time they were interviewed, were unemployed for more than from-
4 to 5 months, exhausting their protection had the proposed system
been in operation.

When it comes to the amount of benefit, take the case of a $3-a-day
man. File's out of work for the 4 weeks' waiting period, and the 15
weeks' benefit period and his compensation for the initial 19 weeks
would average roughly $7 a week. That's less by a lot than our
monthly home relief in New York; it no more than approximates the
national average for home and work relief-$28 a month-which we
have been able to provide at the end of 5 years of depression, with
millions of unemployed to fend for.

Tables prepared bv members of the technical staff of the Committee
on Economic Security, compared the protection proposed under a
3-percent plan for the United States and that afforded throughout
recent years by the standard benefits of the British system of unem-
ployment insurance which has a combined 4J-percent base--one-third
each from employers, employees, and the Government. These showed'
that in the lower-wage brackets the British worker, if single, would
fare about as well as the American; but, if married, with dependents,.
would get from 50 to 100 percent more than the American. In the.
higher-wage brackets, the American would come off favorably with
the British as long as his compensation lasts, but in any case that is.
only part of the picture. The general run of American benefits would
be cut short at 15 weeks, while the British standard benefits begin
after I week's waiting period-against the 4 proposed for the-
U.'S. A.-and run up to 26 weeks-against the 15 proposed hew.

An employee with a long work reco: d in America might qualify f( r
extended benefits for half a year, in England for a full year.

In our supplementary report eight of us contended that if the
British people could swing such a coverage throughout the post-war
depression, and are now liberalizing it, the people of the United States
might at least do as well in setting up a system of security in this
period of anticipated recovery, when no benefits are to accrue to un-
employed workers until 1938.* A 5-percent base would cut the waiting
period to 2 weeks, lift the benefit period to' 30-approximating the
British. "

So long as the American waiting period is left at 4 weeks there is
no just basis for calling on employees to contribute, for they willbe
bearing the entire wage loss of-short-term unemployment. Th1  is
justification for lifting it to the 5-percent rate of the original W nert
Lewis bill as it is a tax that mav much of it be shifted onto consumers'
Yet as such it is subject to ali the criticism leveled at other sales
taxes, and tothe additional, one that it may revoke mechanization
and so increase thb unemployment it is intended to mitigate.
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A better ease can be made for matching the 3-percent pay-roll tax
with at least a 2-percent contribution from the Federal Treasury.
Then all of us according to our ability to pay, whether we draw in-
comes from salaries, from bonds, from real estate or dividends, would
be sharing in meeting the cost of that security and stability in our
economic life on which all of us depend.

Some of you may not agree with me on how high standards of
unemployment compensation the United States can afford at the
start. But we could agree, all of us I hope, that they should not
needlessly be debased in anypart of the Nation.

The rights of workers out of work should be the very heart of unem-
ployment compensation legislation. Let me urge you to incorporate
in the Wagner-Lewis bill national minimum standards protecting
those rights.

To leave them out is a; violent breach of the principle of national
responsibility toward unemployment which the "new deal" has stood
for.

To turn back the Federal pay-roll tax to the States without setting
the standards below which no State shall go is to make a hollow shell
of the protection for which the money is collected.

Such minimum standards should let every wage earner in the
United States know, no matter where he lives or works, the least he
can count on with respect to the share of his wages that will go to
him as benefit the length of benefit, the waiting period, the work
record that wil qualify him for benefit, his standing as a part-time
worker, or as a worker who moves from State to State, his right to
work benefit when cash benefit stops- and the other terms which are
the measure of security, or lack of it, to him and his family.

After prolonged discussion and repeated sessions such standards in
the Federal bill were recommended by majority vote of the employers,
labor leaders, and representatives of the public who made up the
Advisory Council to the Committee on Economic Security of which
Council I was vice chairman. Chairman Graham, himself a south-
erner was so much concerned with this matter of national standards
that he wrote a supplementary statement urging them as the prime
test of national legislation.

The Wagner-Lewis bill will mark a great advance in using the
force of congressional enactment as a leverage to overcome the drag
of interstate competition. The Federal pay-roll tax provided for in
the bill will tree and spur the States to act, and its funding provisions
will pry the reserves raised into the custody of the Federal Treasury
,to prevent their chaotic handling.

But under the bill as drafted, this lever thereafter goes limp and
becomes a hose, piping the Federal-tax money back into the States
without any provisions that will safeguard the unemployed them-
selves for whom the system is suppose dly set up.

In leaving these national standards out of the administration
program the Committee on Economic Security and the Wagner-
Lewis bill not only broke with the majority recommendations of the
Advisory Council, but with those of outstanding experts on unem-
ployment insurance-like Dr. I. M. Rubinow and Paul Douglas
whom you should call before you-who were brought together at the
National Confetewico on Economic Security in mildfall, and with the
report,.-whieh you should call for -of the technical staff on unem-
ployment, headed by Bryce Stewart, which carried on stfudies of
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the subject, beginning last summer, for the Committee on Economic
Security.

Just as the purpose of the Economic Security Act would be defeated
by any State which failed to accept its provisions and enact a law,
so its purpose would be defeated by any State which cut down the
amount and-length of benefits to levels which would be out of line
with its tax provisions and would make its protection a farce.

I have thumbed through the transcript of the testimony given
before you and am impressed with the fact that whether they were
labor leaders like Mr. Green or outside experts like Mr. Epstein, or
social workers like Miss Hail, the witnesses who know conditions of
life and labor among the wage-earners first-hand, seemed to all raise
this question of national standards and advocated them. So did
representations from such alert national bodies as the League of
Women Voters, the National Federation of Settlements, the National
Consumers' League. There is significance in such a banked demand,
worth weighing against the loose proposal of the administration to
provide merely that the States must spend the money raised on un-
employment benefits. Any State that sets up plant-reserve accounts
can cut that money raiseddown in course of time by merely cutting
the benefits down to begin with.

I was one of those who, while our Advisory Council discussions
were going on, swung around from the Wagner-Lewis Federal-tax
State offset-credit formula to the Federal-tax, State grants-in-aid
formula, which all these groups likewise recommended. I did it and
others did it because we felt that it would facilitate such standards.
We had the assurance, however, of Mr. Eliot, associate counsel of the
Labor Department, that they could be incorporated with either plan.
Which framework is employed is to my mind not so important as
that the necessary national minimum standards be laid down in
whatever is employed.

To start action the country over, and to start it right, the bill
recognizes the need for national leverage. We look to the Federal
pay-roll tax to get the States to act. By the same token we should
look to national standards in the Federal bill to assure minimum
protection the country over. If we let them slide now we shall be
confronted later on with the coalesced resistance of States and
industrial interests to any interference with their own standards,
however meager. Instead of scotching the snake of interstate com-
petition, we shall have it in this new guise, harder to combat, putting
employers in progressive States at a new disadvantage and stultifying
the attempt to give security to wage earners everywhere.

To incorporate the principle of national minimum standards in the
bill now, while it is malleable, would assure a ground-floor level of
protection which as a Nation we could stand for; which unemployed
Americans could stand on. Perhaps more important in the long run
this would give us a leverage to lift that level later on. It would
leave the States free to experiment above those levels, but not in the
subcellars of human misery.

It is that issue of national standards, national minima, that I
should like to incorporate as my con'tiibution to your hearing.
* Senator HASTIN0S.' Did you give any consideration to the Federal
Government operating the whole unemployment scheme?

Mr. KkLtroo. That was the united recommendation of that group
of experts who got together the day following the conference on
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economic security in midfAll, but our council went ahead on the
theory that the administration had made up its mind that a Federal-State system should be the basis of any congressional program that
they would put forward, so we considered what was the framework
of a Federal-State system that would best work.

Senator HASTINGS. I was wondering whether your recommenda-
tions were practical, whether in order to carry them out it would not
be necessary for the Federal Government to administer the whole
unemplqyment-insurance law.

Mr. KELLOGO. Some experts take that position, but I think that
in general you would say that national standards could be very simply
laid down, I mean the minima under a Federal grant-in-aid plan, 'a
subsidy plan which Mr. Graham recommended, Mr. Green and others.
It is not quite as eay under the Federal pay-roll tax combined with
an offset system which is in this bill. We have the assurance of men
like Mr. Elliott that it is quite feasible. You see if it does not attempt.
to set the form or mold in which State experiment shall go, but merely
sets a bottom level below which they could not go.

Senator CONNALLY. Do you favor the Federal Government fixing
a minimum?

Mr. KELLOGG. Yes, sir.
Senator CONNALLY. And then if the State does not come up to that

minimum, to deny the States anything at all?
Mr. KELLOGG. Of course, under the Wagner-Lewis formula, it,

would be the other way around. A State could not get iny of the
offset money unless it "met that minima.

Senator CONNALLY. In other words, if the State decided tkat it
would not pay over $10 a month, we will say, for this employment
insurance-you are talking of unemployment?

Mr. KFLLOGG. Yes; I am not competent to talk on the old age.
Senator BARKLEY. What do you think of the wisdom or justice of

levying this tax on the pay roll of the State prior to the time when it
can enact a law or meet the demand, and take that money for any
period, 1 or 2 or 3 years, or whatever it may be before the State can
compl, wit4 this act, for general purposes of the government?

Mr. KELwo0o. Of course you would cut the knot of that swiftly
if you woidd change the tax to a tax Federal-aid system, because then
you would have the tax collected as a straight tax matter, and then the
subsidy offered to the State, and no State would refuse this subsidy.

Senator BARKLEY. Change it around somewhat after the fashion of
our road appropriations and child welfare and others.

Mr. KELLOGG. Practically. Practically every insecurity in the
bill except unemployment is handled by the Federal-aid procedure.

Senator HASTINGS. Do I understand that you would recommend a
minimum number of waiting weeks and a minimum number of weeks
they might be paid under the system?

Mr. KELLOGG. Yes, sir; and there is other minima, but they are
fairly simple. A dozen of them would do the whole trick.

Senator HASTINGS. If the 3-percent tax upon the pay roll of a
particular State was not sufficient to meet that, you would compel the
State to raise the fund in some other manner?

Mr. KELLOGG. Of course; to meet that situation, we discussed
quite at length the needs for some insurance fund nationally.. For
example, I do not happen to know the situation in the different States.
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But take a State that was a coal-mining Stage and had a lot of men
unemployed, a lot of coal miners. It is a part of the national problem
in the State problem, and there would be a question whether the
Federal Government should not come in in a reinsurance way to
sustain benefits in that State until they worked it out. We suggested
that one of the prime subects for study should be to work out some
form of reinforcement of t at nature.

Senator HASTINGS. Of course, it would not be worth while to put in
those minima if the Federal Government had to come to the aid of the
State which could not meet the minimum.

Mr. KELLOGG. Of course, some of us have approached it from the
other way around. We said, "What is a decent level that we would
stand for as Americans to cover this risk of unemployment thFt we
cannot stand up and defend?" And then the secondary question is,
"Where do you get the money to pay for it?" I imagine that that
question that you raised will not be a practical one for some years
ahead.

The CHAIMMAN. Thank you very much. If you want to elaborate
your views, you can give it to the stenographer.

The next witness is Clarence A. Kulp of Pliiladelphia, Pa.

STATEMENT OF CLARENCE A. KULP, UNIVERSITY OF PENNSYL-
VANIA, PHILADELPHIA, PA.

Mr. KULP. Mr. Chairman, I have not had time to prepare a state-
ment, so I am going to be very short. If you like, I will submit one
later.

The CHAIRMAN. You are from the University of Pennsylvania?
Mr. KULP. Yes. I perhaps should add that for the last 3 years I

have served as adviser to the Pennsylvania Commission on Unemploy-
ment Insurance, was Governor Pinchot's representative on Mr.
Roosevelt's interstate commission in 1931 and 1932, and have served
as chairman of our State committee on workmen's compensation,
which is a form of social insurance, presented a report to the Governor
after 2 years of work.

In principle I favor the objectives of the Wagner-Lewis bill. In
detail, there are a great many things about which everybody, I
suppose, could raise questions.

The outstanding onission is the failure to include public-health
insurance, although I understand that the attitude of the medical
profession is the important factor that explains that exclusion. That
is very unfortunate, because the public-health insurance would give
us an ideal beginning on a social-insurance program. You would have
no question about calculating reserves, because you would spend your
money as you raised it, and no new money would have to be added.
Experts of the committee have calculated that, at present the average
family spends 4g percent of its income for medical help, and for that
same sum it would get a much higher standard of help that would be
spread over a much greater proportion of the population, in fact we
have evidence from a number of private schemes that $35 a year would
do the job very nicely, including hospitalization, services of a general
practitioner, dental care, and all the other elements that go into a
complete medical hospital standard.

Senator BARKLEY. How do you draw the line between those who
have received the service and those who have not applied for it?
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Mr. KULP. I should make that system completely self-supporting.
Senator BARKLEY. You mean you would apply it to everybodv?5
Mr. KuLP. As far up as practical.
Senator BARKLEY. There is still an element of uncertainty?
Mr. KULP. I beg your pardon?
Senator BARKLEY. Would you fix any total income as standard

by which to judge whether a family should receive medical care and
dental care at public expense or private expense? How would you
limit tflat?

Mr. KULP. The bill would be drawn up, I take it, so that the
persons who would fall below an agreed-upon minimum of income
would naturally. be supported then as they are now, but on the
whole we should expect, the system to be self-supporting without
Federal or State aid having the higher-income people contribute.

Senator BARKLEY. Contribute to a general fund?
Mr. KULP. Preferably a Federal fund.
Senator BARKLEY. Raised by general taxation or through a special

health fund?
Mr. KULP. Special health fund.
Senator BARKLEY. Through a system devised by the States and

controlled by the States?.
Mr. KULP. Preferably a national system.
Senator BARKLEY. Thank you.
The CHAIRMAN. Proceed.
Mr. KULP. On the unemployment-insurance sections of the bill,

I should like to say that I do favor the choice, although it has some
unfortunate circumstances, the choice between the types of insurance
plan. As it is drawn now you can have the establishment of funds
whereby each employer would assume full responsibility for his own
unemployment-it would permit the industry fund or it would per-
mit the State-wide pool. If practicable, the ideal plan, I suppose,
would be a Federal system, but as matters stand, I think if you
tried to decide now between the reserve plan as against the pool,
you would simply transfer this battle on the States which has been
raging between Wisconsin and Ohio to Washington, and very prob-
ably would get to nothing at all. I think it would be a mistake if you
tried to pin down upon a of the States the same plan at this moment.

I oppose the contribution of workers for the very fundamental
" em moment insurance", so-called,

reason that in any scheme of unemplymn ,
they would still have to bear by far the greatest proportion of the
cost. Even a 3-percent pay-roll bill would cover not more on the
average than one-quarter of the wage losses.

You have heard Paul Douglas. You know by the figures, that he
calculates that up to 1920 we had an average unemployment rate of
8 percent, leaving out part-time entirely. If you include part-time,
at least 12 percent year in and year out and that does not include the
present depression, so that any bill obviously that asks for only a
3 percent of pay roll can pay for only 3 percent of lost time. The
other thro-quarters will ie lust where it is now, that is on the em-
ployee or in turn on public and private provision.

lan not impressed at all by the argument that workers have to
pay in order to appreciate their blaings. I believe workmon's
compensation is a precedent. There is hardly a State in this country
where the worker is asked to pay even as much as a cent a day ill fact,
there is one State in which he is asked to pay ' cent a day. in most
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States he is asked to pay nothing, not on the theory that the em-
ployee is to blame but that he is a convenient channel in which to
collect the cost of industrial accidents.

Senator BARKLEY. Have you any opinion as to what the machine
has contributed to this 12 percent unemployment in normal times?

Mr. KULP. I am afraid not.
Senator BARKLEY. We read about the machines throwing men out

of work and on the contrary there is a theory that the machine,
while it has thrown men out of work in certain lines, has created work
in other lines for them. I wonder if you have any opinion as to the
balance of good and evil that has been brought about by machines?

Mr. KULP. I have an opinion, but that is all. In the long run,
surely machines, as far as economic theory goes, create jobs placing
men in new places to take up the slack of those that the machines
have closed out, but you still may have and I think you will have
for many years in the country the problem of short-run employment.
All of the inductive studies seem to point that way.

Senator BANKLEY. Hasn't that problem grown vith the years?
Mr. KULP. I think it has.
Senator BARKLEY. Does it not grow more permanent as we go

along?
Mr. KULP. Perhaps. I am trying to be very conservative in the

statement. Even ifit does not increase, we will always have a per-
manent problem of short-run employment during the period that
people have to look around for other places.

Senator BARKLEY. The advocates of a well-known pension plan
that is soon to be explored before this committee take the position
that in a certain length of time all of the work will be done by ma-
chinery and that men won't have anything to do except draw their
pension. Do you look forward to any such situation as that?

Mr. KULP. No, sir.
Senator BARKLEY. Thank you.
Senator CONNALLY. Your theory is that the invention of the auto-

mobile, for instance, while it displaced some people-the %agon-
makers and blacksmiths,-did however create a great many new jobs
to make them and run them and fix them and supply the gas, and so
forth. And that the invention of the radio, for instance, put thousands
to people tinkering with radios that left other occupations. Your
theory is that in the long run that these dislocations are cared for
by the creation of jobs in other lines, in other industries? That is
what you mean?

Mr. KULP. Yes.
Senator CONNALLY. Naturally there is a peri6d of transition there

that you speak of as short-time unemployment?
Mr. KuLp. It may be a long period to the fellow that is looking for

a job.
Senator CONNALLY. I understand that, but you said something

about-what was the term you used?
Mr. KUL,. Short-run unemployment. May I suggest a more

modem illustration? Between 1920 and 1928, which was before the
liquidation, about 2Y4 million workers lost their jobs permanently in
four American industries-in railroading, in agriculture, in textiles,
and in coal mining. In MY State particularly, coal mining. - Those
people are.off those pay rolls permanently. By and large, of course,



new jobs were created during that period at least to equal the 2%
million lost, but not in the same places. Manicurists, life-insurance
agents-it is estimated that 100,000 new life-insurance agents were
created during that period-barber-shop attendants, garage attend-
ants, mechams-all of the personal services. Of course, the miners
up in Wilkes-Barre and.Scranton, Pa., are not eligible for those new
jobs,and by and large they just wait there for sonie miracle to happen.

Senator CONNALLY. Do statistics state those facts?
Mr. KULP. Yes; I can cite the source of those statistics.
Senator BARKLEY. What is the source of those statistics? Not thatI doubt your statement, but I would like to have the reference.
Mr. KULP. Professor Schlichter, of Harvard University, in an

article written for the Survey Graphic, based on census statistics
issued about approximately April 1928. That can be checked very
readily. Professor Schlichter, I believe, appeared before your
committee.

Senator COVZENS. Have you any solution for those men in the coal
mines that are staying there?

Mr. KULP. No; I have not.
Senator CouzENs. Has anybody offered any?
Mr. KULP. Yes; I suppose you would call some of the proposals a

solution. IAelooatioueof those coal miners has been suggested by Mr.
Ho kins, for example.

Senator CouZENS. I mean has he said where he would send them?
Mr. KULP. If he did, I did not follow him.
Senator COUZENS. I would not be very much impressed anyway.
Mr. KULP. May I say at this point that the unemployment insur-

ance would do very little for those people anyway.
Senator CouzE.Ns. This plan is not contemplated to take care of

the present unemployed, is it?
Mr. KuLp. No; but I believe that is not generally understood.
Senator COUZENS. It is quite well understood by this committee

that this plan is not to take care of the present unemployed.
Senator HASTINGS. What are your specific recommendations?
Mr. KUL?. On unemployment?
Senator HASTINGS. On anything here.
Mr. KULP. I was about to say I approve the section on unom-

ployment instrahce'in, principle, but I deplore the lack of standards.
just heard Mr. Kellogg what he can say better than I.
Senator HASTINGS. And do you agree with what he said?
Mr. KULP. In general; yes.
Senator CONNALLY. Don't you think that in all of these plans we

have got to make a beginning?
Mr. KULP. Yes.
Senator CONNALLY. And that the ultimate is not always to be

attained at scratch?
Mr. KULP. Yes. Therefore I am for it as it stands even though

it has all of the defects that I mentioned.
Senator CONNALLY. And is not something better than nothing as

a rule?
Mr. KULP. Yes, sir.
Senator CONNALLY. Even the colleges in mathematics teach that

something is better than nothing.
Senator HASTINOS. I noticed the recent budget message of the

Governor of Pennsylvania provided for $20,000,000 for old-ago
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ensions, and lie specified and made specific recommendations as to
ow the extra money should be raised for that and other purposes.

Do you know whether in Pennsylvania that is a preferable way than
the tax provided in this bill for pension payments?

Mr. K.p. TFe funds proposed by Mr. Earle are to match the
expected Federel contribution. We have our own system and the
Federal subsidy would add to the sums that we already are providing.

Senator IAsTINGs. Is the State of Pennsylvania paying out, now
$20,000,000?

Mr. KULp. That is, not now. We had the unfortunate experience
of being one of the first States to pass such a law and have our supreme
court declare it unconstitutional in 1923. We have just repfissed
it, and I believe have yet to pay the first check. That is due to a
local accident. We expected to make enough money on our liquor-
store profits, and we are not making it.

Senator BARKLEY. Don't they drink as much in Pennsylvania as
you expected?

Senator CONNALLY. Pennsylvania is not Kentucky. [Laughter.)
The CHAIRMAN. Have you finished your statement?
Mr. KULP. No sir, Mr. Chairman. The committee has asked me

a number of questions. I shall be glad to go on if you want me to.
I favor a noncontributory s-hhme for the reasons that I tried to

explain, and I favor also some approach toward national standards,
although I believe the tax approach, because of constitutional reasons,
is highly defective. I am not a lawyer, but I would take a lawyer's
word on that point. Lawyers believe that the subsidy would be a
preferable method for getting real standards. As it stands there
would be no equity, as far as the law goes, between States or bven
between workers in the same State. There is no assurance of that.
The amounts of money are so small that I see very little reason for
getting excited about investing funds with the treasurer, or leaving
the funds with the treasurer. At the outside those funds will hardly
go over 2 billions of dollars, even at the top of the period of inflation,
and according to the revised estimates of the actuaties of the Com-
mittee on Economic Security, probably not ever 1 billion dollars,
which is small change for these United States.

Senator HASTINGS. What was that amount?
Mr. KULP. Less than 1 billion on the adjusted basis, 2 billion on

the unadjusted basis, which they believe is much too high.
Senator HASTINGS. And you say either of them are small change?
Mr. KULP. Yes; compared to t e needs.
The CHAIRMAN. Proceed Mr. Kulp.
Mr. KULP. May I say, Mr. Chairman, on that point, this emphasis

on cost is an unfortunate and an unfair one. I hope you do not mis-
take this for the ordinary statement of a college professor, but it is
true that we are beating that cost now. The imposition of a pay-roll
tax would not increase costs at all, it would transfer them, and in my
opinion, transfer them to a place where they could be collected much
more equitably. There isn't anybody who believes that we are not
paying for unemployment now. This would provide a logical plan, a
sensible way of paying, instead of throwing, as in the emergency relief
law, the whole provision on the haphazard, emotional, high pressure
methods.

Senator qONNALLY. Mr. Chairman, I want to interrupt a moment.
You understand I am not trying to cast any reflections on the uni-
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versities, it is only the views of some of the professors that I am con-
cerned with.

Mr. KULP. I understand. Another major criticism that I should
like to make of the bill, and of any program of economic security is
that we are in process, as far as this bill goes, of buildingup another
gigantic bureaucracy. That, I think, is inescapablA. You have to
have people to administer social security schemes, but it would be a
big mistake, I think, if we ignore the lesson of Great Britain, and, to a
certain extent, Germany. For example the same persons, by and
large, wil be beneficiaries under two or three or more schemes. The
chances for interlapping on the one hand and for gaps on the other
hand, are considerable. The British are finding that out and are
patching up their structure, so in England, in the future, it will not be
possible, as it has been in the past, for a man to get one sum of money,
if he is injured while in a plant and another sum of money, if he is
injured at home, and still a third sum of money if he is injured some
other place.

I believe it would be unwise to try to put all of this in one dopart-
ment, either Federal or State department, but certainly there should
be close coordination between not more than two departments. 1
have heard suggested a Federal department of welfare which should
take over public-health insurance, conceivably; and support and
relief to mothers and children, education and retraining of the blind,
and so on, that conceivably would be one of the two departments.
A department of social security, or whatever you would like to call it
should be the other. The two, if it is possible, should be coordiiatea
so carefully that it would not be possible to give rise to all these
anomalies that the British are now trying to correct.

Senator HASTINGs. Have you any recommendation to make with
respect to that?

Mr. KULP. I would recommend two departments, one of welfare,
and one of social security, by some means coordinated, to provide
equity between workers under the different schemes in the different
States.

Senator CouyzNs. What is your objection to one department? I
did not get it.

Mr. KULP. My objection is, and at the moment I am temporizing,
that you could not secure a single department and have the people
who are involved in its work together, with the welfare people
bunched together with labor people. They fight like cats and dogs.

Senator CONNALLY. Isn't it true that you would have a clash in
one department, with the labor people and the other people trying
to tell you what to do?

Mr. KULP. I am temporizing. My idea would be one department.
Senator CouzENs. Let us not temporize.
Mr. KULP. I am temporizing in regard to this.
Senator HASTINGS. I think that is very vital, as to whether we

would have one or two departments.
Senator COUZENs. He says he is temporizing.
Mr. KULP. I say I am not insisting, as someone said a moment

ago, that it should be two departments.
Senator CONNALLY. Is your view one or two?
Mr. KULP. My view in the future is one.
Senator CONNALLY. That is all we are dealing with, is the future.
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Mr. KULP. The immediate future, I mean. I would take what I
can get at the moment.

Senator CON'NALLY. You would take one?
Mr. KULP. Yes, if I can got it.
The CHAIRMAN. All right, proceed.
Mr. KULP. As for the rest of the bill I think a great deal of the

work has still got to be done on the contributory contractual system.
As the Senators know, the present proposal is for the Federal Treasury
to postpone contributions until such time as income will exceed dis-
bursements, perhaps about 1905. That, I think, would oe very
unfortunate from the standpoint of the average man. Persons now
in middle age, and approachin the e of 65, would be receiving
annuity payments for which they ha not paid. it amounts to
saying that the Federal Government will postpone its obligation until
about 1965. On the other hand, if you ask the Government to pay
over the whole sum required to set up reserves, the sum would be so
considerable as to amount to as much as oir present national income.
I think the contributory annuity plan could safely be postponed,
because we propose, in any event, to continue assistance to persons
unable to take care of themselves. I think that whole subject re-
quires much more study than it has had up to the present time. I
should say postpone the contributory system, continue, expand your
program of paying old persons unable to take care of themselves, as
poor-relief cases.

The CHAIRMAN. If you desire to elaborate your views just put them
in the record, Professor.

(Supplementary statement submitted by Mr. Kulp appears on
pp. 1142, 1143.)

Mr. KULP. Thank you.
The CHAIRMAN. Mr. Harriman.

STATEMENT OF HENRY I. HARRIMAN, PRESIDENT UNITED
STATES CHAMBER OF COMMERCE

Mr. HARRIMAN. Mr. Chairman and gentlemen: I do not appear
before you as an expert on the technical details of the bill. Mr.
Marion Folsom, of our committee on social reserves, has already
appeared before you and he has expressed much better than I could
the technical questions and discussed technical details.

The CHAIRMAN. He made a very fine witness.
Mr. HARRIMAN. I wish merely to make a very brief and very

general statement.
The Chamber of Commerce of the United States takes positions

on matters of public interest by means of referenda and by resolutions
of its members at annual meetings. Obviously, because of the short-
ness of time since this program was presented to the public, we have
not had the time to do that. We have had a committee, of which
Mr. Folsom w~s one of the technical members and of which Mr. P. W.
Litchfield of the Goodyear Tire & Rubber o. is the chairman, that
has been studying these problems. The committee has not )ret taken
a definite position either for or against, the pending bill and it will not
do so before the bill is acted upon.

I think I may say that, in general, it recognizes the desirability of
these two reserves, provided, they are set up without too great a

f
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burden upon industry at the start: We believe that these matters
must be more or less of an evolution, just as they have been in other
countries. We, of course, recognize that, historically speaking,
reserves of this type have been set up in Europe for many years. As
far as my knowledge goes the only country where such reserves have
been abandoned is Russia. In the other countries they have been
continually experimenting and continually changing, and I haven't
any doubt the history of these measures in our own country will be
similar and that we will experiment with them, and for that, reason
it is the feeling of our committee that we should start these two
important reserves in a very cautious way and develop by experience
what is the ultimate plan.

May I say that in 1931 the chamber, by referendum vote, over-
whelmingly committed itself to the principles of voluntary reserves
for unemployment, old age, sickness, and accident. The vote was
about 5 to lin favor of the setting up of such voluntary reserves.

Senator CONNALLY. You mean by that that the whole cost is to be
borne by assessments?

Mr. HARRIMAN. They were set up by various companies on one
plan or another. It was voluntary with the company as to the method
orplan which it would set up.

senator CONNALLY. Of course that sort of thing does not require
legislation.

Mr. HARRIMAN. No; not at all. That was in 1931, before the
depression had reached very great depths. Already substantially
400 concerns in the United States have such reserves for unemploy-
ment, and I thirik they cover approximately 2,000,000 workers.

The committee feels that if this bill is to pass, there should be certain
modifications; and I feel with them, first, as to the unemployment re-
serve; and second as to old-age reserves or pensions.

The first amendment that we would provide is that the employee
should bear at least I percent of the 3-percent tax which is to be
levied on the pay roll. In England, the contribution by employer and
employee is equal; and in England, it is fair to say also, there is an
equal contribution by the State.

Senator BYRD. Mr. Harriman, what is the percentage?
Mr. HARRIMAN. In England I think one-third is borne b the

state, one-third by the employer, and one-third by the employee.
Senator BYRD. What is the total percent?
The CHAIRMAN. Four and one-half percent, as has been stated here.
Mr. HARRIMAN. The committee believes that such a contribution

on the part of the employee is essential, so that the employee will
help to keep the fund solvent by seeing that those who do not deserve
the fund do not receive it. I believe this is a very important point.

Senator BARKLEY. The employer has the power to pass his contri-
bution on to the public, while the employee does not have that power.
Do you draw any distinction there?

Mr. HARRIMAN. The employer in the long, run, undoubtedly will
pass it on. I doubt if he can pass it on immediately. I do not suggest
that the employee should bear, as in England, an equal amount with
the employer, but I do think that a certain percentage should be
borne by the employee. Mr. Folsom recommended one-ialt of 1 per-
cent, and our committee recommendation would be, I think.
I percent.
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Senator BARKLEY. This contribution, as far as the employer is con-
cerned, would become a part of the cost of manufacture and; of course,
would be included in the price to the public.

Mr. HARRIMAN. Yes.
Senator BARKLEY. That cannot apply to the employee. He does

not fix the price of the products, he does not participate in that except
by his wage. If it turns out that the employer's contribution is finally
made by the public and the employee's contribution is not, then the
employer ultimately pays no part of the tax.

Mr. HARRIMAN. Of course, in the long run again, wages are
determined, at least to an extent, by costs, and this becomes part
of the costs of living.

Senator BARKLEY. And the costs are always determined, in the
long run, by wages.

Mr. HARRIMAN. Yes. I recognize that there is good argument
both ways, but it was the feeling of our comndttee that the value of
a direct contribution, very small in amount, would be very substantial.
The committee felt that it would prevent demands for unreasonable
increases in the future. A man is always more reserved in asking for
something of which he pays a part than where it is a mere grant to
him.

Senator BARKLEY. I concede the logic of the contention that if the
respective contributions are to be taken out of the earnings of both
sides that there might be some justice in making both sides contribute;
but if one has the power to get out from under and the other does not
have that power, that presents to me a different situation.

Mr. HARRIMAN. I am perfectly free to grant there is a good argu-
ment both ways. The experience, certainly, of England is that it is
wise to have the joint contribution.

The second suggestion that we would make is that there beexempted
from the operation of the fund agricultural workers, domestic servants,
and casuals. I should think that it would be, as a practical matter
practically impossible to collect the tax on, for instance, the casual
worker-the man who comes in and works in your garden for a day
or two, or he shovels snow. I think the burden of setting up an
organization to collect such taxes would be substantially impossible;
and I believe that certainly at the start, it would be very much better
to remove those three classes.

Senator HASTINOS. You do not think this exemption in the present
bill of three or four classes of persons, whatever it is, is sufficient to do
that?

Mr. HARRIMAN. No; I do not think so.
The third suggestion is that the pay-roll tax apply against only

that portion of the wages which are considered in determining the
benefits; that is, up to $250 per month.

Senator CONNALLY. YOU mean you would not tax men whose
salaries are below $2,500 a year?

Mr. HARRIMAN. I would tax up to $250 a month.
Senator CONNALLY. $3,000 a year?
Mr. HARRIMAN. Yes; because lie would receive a benefit based

upon that in return. I believe the "white-collar" man, who has been
drawing a large salary, is very often in need, on this type of relief..

Senator CONNALLY. Why should not you tax him on his whole
salary, then?,
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Mr. HARRIMAN. Because the benefit is not based on his whole
salary.

Senator CONNALLY. This who!e bill is predicated on the theory
that somebody would continue to be employed and would not draw
any benefits. I think that all ought to be taxed. Why should you
as president of the company, drawing $25,000 a year, not pay as well
as the fellow drawing $25 a week?

Mr. IJARRIMAN. Of course, the $25-a-week employee will receive a
benefit based upon 50 percent of his wage. The man drawing $26,000
would receive a benefit based upon only $250 a month, or $3,000 a
year.

The CHAIRMAN. Mr. Harriman, your suggestion, then, is different
from the bill?

Mr. HARRIMAN. Yes.
The CHAIRMAN. It is different in that the bill exempts all whose

salaries are over $250 a month, while your suggestion is they are to be
taxed up to $250 a month?

Mr . 1ARRIMAN. Yes.
The CHAIRMAN. No matter what they make?
Mr. HARRIMAN. Yes; on the basis of the benefits which he will

later receive.
Senator HASTINGS. You are now talking about the unemployment

compensation?
Mr. HARRIMAN. I am talking now about unemployment com-

pensation.
Senator HASTINGS. That $250 applies to the old.age compensation

proposition, doesn't it?
Mr. HARRIMAN. I think it is $50 a month, is it not?
Senator CouzENs. The $250 is not in the bill, but it is proposed to

be put in the bill.
enatorHAsTINrR. I am sorry. I was not here when that occurred.

Mr. HARRIMI .Ahe fourth and a very important change is to
provide, by various amendments,. which Mr. Folsom has gone into
with you, that existing company plans, if they are more liberal than
the Federal plan, be slowed to continue, that in that case there be
an exemption from the pay-roll tax and, also, that the plans provide
for'the reasonable assurance of employment.

The CHAIRMAN. In other words, if the State wants to adopt the
Wisconsin plan it may do it, or it may adopt some other plan?

Mr. HARRIMAN. Yes."
Senator HASTINGS. Do you disagree in any way with Mr. Folsom's

recommendations?
Mr. HARRIMAN. No; except that our committee felt that 1 percent

should be passed on to the employee rather than,'as he suggested,
one-half of 1 percent. I am not sure that that is a difference of any
very great importance.

Turning now to the old-age pension, the old-age reserves, those are
divided into three classifications. The first is for those who are now
65 years of age and for whom no reserves would be collected.

The committee feels that the plan for Federal grants to those who
are now above 65 years of age should be amended to provide that the
States may setup their own standards. There is now at least a strong
inference that the Federal Government can use its power to raise
standards. Eventually that may be necessary, but I do not believe
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that anything looking toward fixed standards for the whole country is
desirable, because living conditions and costs of living vary greatly
in the different States. I believe that, certainly at the start, there
should be the broadest ground in these pensions for the States to
determine their own standards, toward which the Government would
make a contribution.

Senator BARKLEY . Is there any such variation in the standard of
living in the different sections of any other country where this system
is in operation?

Mr. HARRIMAN. I do not think there is. Of course England is a
very small, compact country. Germany, France, and Italy are
relatively compact. There may be slight variations in different sec-
tions, but certainly not such profound variations as there are between
the cost of living in New York and the cost of living in a southern or
western agricultural State.

Senator BARKLEY. Do you think it desirable, over a long period, or
as they say on the stock market, over a long pull, to try to bring
standardization of conditions in the standards of living in this country?

Mr. HARRIMAN. No; I do not think so; at least I do not think we
are wise enough as yet to say what that standard should be. If you
are talking of the very distant future, that may be so. I think it is
very desirable, in order to save inordinate burdens that might be
placed on the States, because it has to pay one-half of the cost cer-
tainly of the contributory system, that these standards should be set
by the States themselves, and I believe they will be set fairly. If
later on there is proof that they are not, then the bill can be amended.
I consider this bill only a first step; that it will be amended in a vast
number of ways, as experience shows that is desirable.

Coming now to the plan for contributory reserves, we would sug-
gest three changes. Again we would exclude argicultural workers,
domestic servants and casuals, for the same reasons that I referred to
in unemployment reserves.

Second, I would certainly permit existing private annuity plans to
be continued as a substitute for the Government plan, under proper
regulation and if they are suitable.

Finally, I do not agree with recent suggestions that have been made,
that the tax be increased at this time, starting at 2 percent rather
than 1 percent, and reaching its ultimate in 1947 instead of 1957, for
the reason that the reserves that would be ultimately accumulated
would be so terrific that I do not believe it would be possible to handle
them safely. The reserves under the present plan will never exceed
11 billions of dollars. That in itself is an enormous sum, more than
one-third of the whole national debt. If the amendments were made
the reserves would reach at least 40 billions of dollars and might go
to 50 billions of dollars. That is an unthinkable amount to be
handled by the Government or by any other group. Of course if
we were to set up the wholeplan on the basis of annuities, without
Federal contribution, it would go to 70 or 75 bilions of dollars which
is one-fourth or one-fifth of the national wealth. So I think that the
tax features should be left as they are.

I recognize that there are going to be very severe burdens, vast
burdens placed upon the Government beginning in 1965 and reaching
a peak, it is estimated of a billion and a half in 1980. I think between
the two dangers, it would be less dangerous to accumulate tiese huge
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reserves. So I hope that the act will be left as it is. And, further-
more, there is the question as to whether, at this time, when we are
in the middle of a depression, it is wise to burden industry more than
is outlined.

The CHAIRMAN. The committee thanks you for your contribution,
Mr. Harriman.

Mr. HARRIMAN. Thank you.
The CHAIRMAN. Mr. Lloyd A. Peck has asked to speak for 5 min-

utes. - r. Peck is representing Mr. Coneby, and he is also represent-
ing theLaundry Owners National Association.

STATEMENT OF LLOYD A. PECK, JOLIET, ILL., REPRESENTING THE
LAUNDRYOWNERS NATIONAL ASSOCIATION

Mr. PECK. Mr. Chairman and members of the committee, I am
general manager of the Laundryowners National Association, with a
membership of power laundries doing approximately 70 percent of the
volume of business handled by tEs industry. According to the
Bureau of the Census, this industry employed approximately 190,000
people during the year 1933.

We will not endeavor to comment in detail in connection with the
proposed economic-security legislation represented by this bill under
consideration. Our comments will be restricted to a statement of
general opinion and recommendation in view of the probable results
of this legislation on our industry, representing as it does, an invest-
ment of approximately a half billion dollars, and nearly 200,000
employees.

We are intensely interested in all of those conditions and proposals
which will immediately alleviate the suffering caused by unemploy-
ment, but do not believe it is sound policy to enact legislation at this
time which cannot possibly contribute to the correction of the unem-
ployment problem immediately.

The tremendous burden proposed for employers to carry, through
a pay-roll tax, will act as a definite curb on business expansion, and
will likely eliminate many businesses now on the verge of bankruptcy.
We contend that the portion of the burden to be carried by employees
will further curtail their purchasing power, thereby increeing their
difficulties in meeting actual living expenses. Therefore, tius pro-
posed social-security legislation will stifle recovery forces now at work
and increase unemployment which the legislation is supposed to
ultimately alleviate.

Speaking more directly for the laundry industry which we are
charged to represent in matters of this kind by our membership
the vast majority of establishments cannot carry this additional
burden without most serious consequences. According to the quite
complete information assembled by our association in October 1934,
a cross section of the more efficiently operated units in our industry
showed a loss of 4.15 percent.

Senator KING. Is that a deficit or a loss from former standards of
profits?

Mr. PECK. A loss on actual present operations.
Senator COUZENS. Is that due to competitive Conditions?
Mr. PECK. It is due to a groat many factors not particularly

competitive conditions. It is a loss of volume and sonic lowering of
prices to maintain business and employment where it now stands.
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Senator KINo. Are you not under the code?
Mr. PECK. There is a code for our industry; yes, sir.
Senator KING. Under that code was not there some sort of agree-

ment to not reduce prices?
Mr. PECK. No; that was never effective.
Senator KING. Did you maintain a uniformity of prices?
Mr. PECK. The code did not have any effect on prices, in connec-

tion with competitive conditions. There has been, I would say,
some reduction in price voluntarily and in some cases cooperatively,
in endeavoring to maintain some of our volume, to continue our
units in business, and to continue employment for our people.

Senator BLACK. There has been some considerable increase in
volume in many places, hasn't there?

Mr. PECK. Not considerable increases. 1934 showed few increases,
from 5 to 10 percent in volume, which is a bare bend in the 50 percent,
approximately, that was lost in volume.

Senator BLACK. I understand you to say, from your own informa-
tion, the laundry industry has not increased its prices since its code
went into effect.

Mr. PECK. No, sir. It is a rare case if they have.
The CHAIRMAN. All right, Mr. Peck, please continue.
Mr. PECK. This same data discloses the fact that exclusive of

executive salaries the total pay roll averages 52.5 percent of the total
sale. Under these conditions it is obvious that any tax on pay rolls
of the proportion now proposed would result in most serious conse-
quences. This particularly for the reason that our business is com-
petitive with our own customers, laundering can be done in the home,
which accounts for the loss of approximately 50 percent of our 1929
volume.

The CHAIRMAN. Have you taken into consideration the Chinese
laundries? Do the Chinese laundries come in there?

Mr. PECK. There is Chinese hand laundry competition, yes, sir,
but that is not a serious factor from our industry standpoint. It is
the question of doing the laundry at home when the prices are such
that they cannot afford to use the laundry; that is our greatest com-
petition.

Senator KINo. There has been an increase in home laundry then?
Mr. PECK. That is correct, much as they do not like to do ft in the

home. We cannot raise prices to absorb costs of operation.
The second important point which we wish to emphasize to this

committee is our recommendation that those businesses that afford
steady year-round employment be given separate consideration.
Our business is not subject to much variation and, therefore, those
people employed by this industry are assured of steady employment
52 weeks in the year.

Senator COUZEN&. That is rather inconsistent with your previous
statement that your business dropped off 50 percent.

Mr. PECK. I *say the people who are employed by the industry
have steady employment.

Senator COUZENS. When your business dropped off 60 percent, as
you said, did not you drop off any employees?

Mr. PECK. That is'correc ' "
Senator CouzENs. Is not that a variation in employment then?
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Mr. PECK. It is a variation over long ranges of economic conditions,
depression conditions, but in our employment, the people we can
maintain on our pay rolls are given steady employment rather than
seasonal employment.

Senator KINo. Is there very much reduction in the number of
employees by reason of your 50-percent loss of output?

Mr. PECK. Of course there had to be some to maintain the industry.
Senator.KINo. I was just wondering what percent it was.
Mr. tPzcx. I can say for our industry that it responded to the

"share-the-work" movement in the early days of the depression and
maintained employees that they did not need. Economic pressure,
of course, made necessary these reductions in the number of em-
ployees to a point where they are in such a serious financial condition
at the moment that any increased cost is a drain.

Senator BARKLEY. That has no relationship to the "share-your-
wealth" business?

Mr. PECK. No. We believe it is the attitude of the employers to
build up loyal, satisfied organizations, and to accept their respon-
sibility in the economic scheme of things.

Senator BLACK. Have you the figures on employment in the laun-
dry business.in March 1932 and now?

Mr. PECK. I do not have those here with me now.
Senator BLACK. Can you send them to us?
Mr. PECK. I can get those for you. You want March 1932?
Senator BLACK. Yes; and now.
Mr. PECK. I can give you the employment figures, the number of
Employees for 1931 as compared with 1933, which are census figures.
Senator BLACK. What is that?
Mr. PECK. The number of wage earners in 1931 was 217,000 and

in 1933 it was 175,000. There is a little difference there in the classi-
fication by the Bureau of Census of about 14,000, which would make
apparently around 190,000 in 1933 as compared with 217,000 in 1931.
I will say this, that employment has not dropped in our industry to
anywhere near the degree that sales have dropped.

The CHAIRMAN. Will you furnish for the record the other figures
desired by Senator Black?

Mr. PecK.' Yes, sir.
Senator BLACK. Can you also give us the average hours worked in

1931 and 1933?
Mr. PECK. No, sir; but there has been a rather marked reduction

in hours over the past 3 or 4 years.
Senator HASTINGS. Can you give us any idea of the average wage

earned by these employees?
Mr. PECK. That would be a rather involved statement. I haven't

it complete because it varies by various sections of the country. It
happens that ours is an industry where the wage rates vary very
markedly in different sections of the country...

The CHA.1114N., Have you about finished your statement Mr. Peck?
Mr. PECK. Very nearly, sir.
The CN'ArMAN, I may say to you if you want to elaborate and put

into the record any further statements you may do so.
Mr. PECK. If I may continue about 1 minute, sir?
The CHAIRMAN. All right.
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Mr. PECK. It does not seem fair for industries such as ours to be
required to set up reserves and carry the load for seasonal or fluctuating
businesses, which do not afford steady employment to their employees.

In general we submit that, first, too ambitious and comprehensive a
program has been proposed which, if enacted, might develop problems
unforeseen at the moment and fail in the objectives contemplated, and,
certainly, because neither .employees nor employers in our industry
can afford to carry such a bux en at this time; and, further, the bene-
fits from such a program will not become effective for a considerable
time, and it will curb recovery so much needed at the moment,
therefore, we strongly recommend postponement of legislation to
establish the social-securities program.

The CHAIRMAN. Thank you, Mr. Peck.
Mr. James A. Emery, representing the National Association of

Manufacturers.

STATEMENT OF JAMES A. EMERY, NATIONAL ASSOCIATION OF
MANUFACTURERS, WASHINGTON, D. 0.

Mr. EMERY, Mr. Chairman and gentlemen of the committee, with
your permission I would like to make a general statement with respect
to the position of the association and present to you two witnesses
on special features of the legislation, one dealing, from personal obser-
vation and study, with the British experience as applied to this pro-
posal, and the second, the economist of the association with respect
to the operating effect of the tax in the form proposed.

The CHAIRMAN. Mr. Emery, those witnesses proposed are not on
the calendar for today. How long will they take?

Mr. EMERY. That would depend upon the committee in part, Mr.
Chairman.

The CHAIRMAN. The committee will adjourn at 12 o'clock.
Mr. EMERY. There may be some inquiries with respect to the state-

ments made.
The CHAIRMAN. About how much time will these two gentlemen

want?
Senator KING. If we do not interrupt them.
Mr. EMERY. I will say for Mr. Gall that his statement would take

substantially about 20 minutes, and as to the economist of the asso-
ciation, he night perhaps take quite as long or a little longer.

The CHAIRMAN. They will have to be heard some other time.
Mr. EMERY. I would like to have them follow me, if I may,

because it makes a connected statement with reference to the subject
matter under consideration.

The CHAIRMAN. You may proceed Mr. Emery.
Mr. EMERY. Mr. Chairman, in order to make the general position

of the association clear, with respect to the principles involved in this
legislation, I would like to call your attention to the fact that their
position with respect to it was adopted at a convention of the asso-
ciation held in December, at which were present some 1,460 maanu-
facturers from all parts of the United States, representing evary
variety of industry and operating in more than 40 States of the Union.

Their position is one of general sympathy with the objectives to
which the legislation is ained; that is, to provide assistance and a
measure of reasonable security against the major hazards of life, so

t
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far as it may be reached either by the private conduct of the individ-
ual or with the assistance of legislation validly aimed at the attain-
ment of those objectives. We feel, however, that there are serious
considerations which should be laid before the committee with
respect to the capacity to maintain the burden that would be placed
upon industry, and especially in view of the form of the tax here
levied.

That goes, of course to the question of whether the legislation which
you hae under consideration would aid this situation, in the light of
your general objective the obtainment of recovery that private enter-
p rise may resume, maintain and expand its normal employment.
The approach of industry is well stated by Francis Place, whom
Macauley described as 'the greatest radical writer in England,"
who made a most commendable contribution to employment and labor
conditions in England. He said:

Every man who greatly desires the well-being of his species has no doubt relt
repugnance at finding himself compelled to abandon, as it were the notions he
would fain Indulge without alloy, and to descend to calculations ind comparisons
of losses and gains, of trade, commerce, and manufacture, of the nature of rents,
profits, and wages, the accumulation of capital, and the operation of taxes.
But he who would essentially serve mankind has no choice; he must submit
himself patiently to the pain he cannot avoid without abandoning his duty.

Now the situation with which we are confronted generally in this
country today is a national debt which, at the conclusion of the
fiscal year, will amount to substantially 32 billion dollars; that in
addition thereto we have the debts of the States which bring the total
to the neighborhood of 48 billion dollars; the fixed charges against this
will substantially amount to about a billion and a quarter annually,
in addition to the sums necessary to provide for sinking fund to retire
the debts as they progress- that we are confronted now with an
annual expenditure, of a public nature, national, State and local, of
substantially 14% billion dollars- we have estimated private debts
aggregating about 217 billion dollars; we are confronted with increas-
ng debts, with increasing taxes, in every direction, and there is an

obvious necessity for relating these debts of the States and the taxes
of the States to the tax structure of the Nation without piling up a
burden that would be so excessive as to threaten the recovery of
private industry itself. This is essential to the stimulation, the main-
tenance and the expansion of employment.

The relation of this tax structure to that of the States at all times
is a matter of serious consideration for this committee, since we have
reached the point, as the President has very dramatically stated, in
which we are paying substantially "one-third of the income of the
United States' for the "luxury of being governed.'

I want to call your attention, then, in my statement, to sub-
stantially three things: First, to the nature of this tax and its operat-
ing effect. Before directing your attention to that, I want to call yor
attention to the record of previous studies which have been made
by the Senate of the United States in field of unemployment insur-
ance; one in 1928 under the chairmanship.of the distinguished Senator
from 'Michigan, the Committee on Edpeation, ang Labor, of the
Senate, which declared:

Whatever legislatioh is considered on this sob ect, your eominlttee is con.
,vinoed, should be considered by the States.. The Btates can deal with this sub-
ject much better than the Federal Government.

.2
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Further the committee said:
Insurance plans against unemployment should be confined to the industry

itself as much as possible. There is no necessity and no place for Federal inter-
ference In such efforts at this time. If any public-insurance scheme Is considered
it should be left to the State legislatures to study that problem.

Later, under Senate Resolution 483 of February 28, 1931, proposed
by Mr. Wagner, a select committee of the Senate was appointed
by the Senate to investigate unemployment insurance and make
recommendations. That coinmitteb consisted of Senator Hebert of
Rhode Island, a distinguished insurance authority; Senator Glenn
of Illinois; and Sensitor Wagner of New York. The committee was
appointed, held hearings and made studies between April 2 and
December 10, 1931, reporting to the Senate on June 30, 1932. That
committee reached the conclusion that:

The subject of unemployment Insurance is not within the sphere of congres-
sional action.

After studious examination of the questions of policy and law
involved, there was no disagreement with the separate views of
Mr. Wagner, which further urged:

The enactment of Federal legislation permitting a deduction of 30 percent of
the cost of unemployment reserves or insurance, not from gross income, as recome-
mended by the committee, but from tax.

He further specifically proposed:
2. Unemployment Insurance or wage reserves to be successful, should be

inaugurated under compulsory State legislation and be supervised by State
authority.

3. The Federal Government should encourage State action by (a) cooperating
with the States In the establishment of a Nation-wide employment service, and
(b) by aowng employers to deduct from income tax a portion of their payments
Into unemployment reserves or toward unemployment insurance.

4. Every system of unemployment Insurance for reserves should be.organized
to provide Incentives to the stabilization of employment.

Now you are confronted here with the uestion of whether there
should be a permanent system established levying burdens, many
of which are indefinite and uncertain in their nature but the gigantic
burden of which is obvious on the face of your proposal as the burdens
accumulate. There is presented the further suggestion as to whether
the legislation which you presently consider should be temporary
the matter of aids or whether it should be permanent in the light of
what you would consider inadequate information in the possession
of Congress at the present time. That is instanced by the fact that
many of the most important and fundamental requirements of fact
with which we presently require we do not possess adequate infor-
mation on. Nobody can say, or at least we cannot say, from the
information in our possession, what the extent of unemployment is,
what it is in various industries and its causes. We have estimates,
numerous estimates and some even conflicting, but what the facts
actually are we do not know. I will submit for the moment, because
of some statements made before the committee, that with the rise
and technical progress of manufacturing industries between these
years 1900 and 1929, in spite of the fact that our population was
steadily increasing, our technical progress extraordinary, our capacity
for increased production multiplied, the manufacturing industries in
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the United States steadily added an annual average of 100,000
persons, every year to their pay rolls. Between 1932 and 1934 they
have, in the face of all of the difficulties with which they have been
confronted, added over a million men to the pay rolls t' the industries
during this period of time and sustained a very large body of employees
in their desire to assist in this situation, many of whom were not
essential to the maintenance of the rate of production which the
consuming capacity of their customers presented.

NoW it has been said that we can readily pass on the form of tax
which is here presented. I want to call your attention to the fact
that if you pursue a pay-roll tax of the form which is here presented-
and I address myself to the unemployment insurance aspect of the tax
because the principles there established apply in part to the con-
tributory system of old-age insurance, which would be an additional
tax levied on the same pay roll-I want to call your attention to the
fact that it is not obvious, in fact it is contradicted that the form of
that tax would be readily passed on as a part of the cost of the goods.
On the contrary, we think that the pay-roll tax, as it is presented to
you wil operate as a turn-over tax and that it will operate to re-
duplicate the cost of the article to tie consumer and the labor cost
of the article as produced all the way from the first operation in the
raw material up to the ultimate article sold to the consumer, according
to the number of operations that may be involved, between the use
of the basic material itself and the ultimate form which it takes for
consumption in the market.

Senator KiNG. You think there would be pyramiding then of these
various taxes?

Mr. EMERY. There will be, sir, a pyramiding that will opiate in
many ways. I want to call your attention to the fact, first of all, that
it falls in equal amounts upon those employers operating at a profit
and those operating at a loss. That becomes a serious factor in a
situation'like the present. The consolidated corporate returns of the
United States will show that since the year 1930 corporation business
in the United States has operated without profit, and the net deficit
in their operation in 1932-33 has been between 5 and 5% billion
dollars annually. Yet, in spite of that, the proportion of the national
income which has gone to compensate labor operations, has been
maintained at about two-thirds of the whole, during that entire period.

The pay-roll tax is cumulative in its effect on the cost to the con-
sumer from as I have said, the raw material to the finished product.
It cannot Le theoretically held to be passed on. This would be
especially true of what we call "price goods" and what we would call
the "durable" or heavy goods. That is especially important, because
at this time we know the bulk of unemployment lies'in the field of the
durable or capital goods industries. It ies there most heavily. Those
are the industries most difficult to revive, because the financing is
carried on over a long period of time. Such goods are not paid for on
delivery. They require long-term investment. It is in that field that
the greatest amount of unemployment exists today. The same is
true of the service industries, tributary to' the capital goods industries.

The higher the percentage of labor cost the more telling is the
relation to the pay roll. The relation of the pay-roll tax to the final
cost of the article will be determined in the individual instance by
the percentage of wages atid salaries to the total cost of production.
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This becomes evident when you notice that in the industries them-
selves the labor cost of an article itself will run all the way from a
minimum of 4 percent to the maximum of 70 or 80 percent. So the
percentage of the pay-roll tax in relation to the labor cost of the article
wl rise in accordance with the unit of the labor cost which is involved
in the industry itself.

Senator BLACK. What is the average?
Mr. EMEnY. The average would run somewhere around 35 percent,

I think.
Senator BLACK. I saw some figures the other day purporting to be

released by the Bureau, to the effect that the average amount that
went to labor from the increased manufacturing was 16.6 percent.

Mr. i"EmiRy. That is the labor cost of the article?
Senator BLACK. Yes.
Mr. E ERY. I doubt that very greatly, because it would all de-

pend upon the character of the industry. It is peculiarly true that
the labor costs will increase very greatly in so-called "service indus-
tries" as distingushed from producing industries. Take the railroads
for example. That is a service industry in which the labor costs
represent a very high proportion of the dollar spent for transportation.

Senator BLACx. That was information given, as I recall, by the
Labor Department.

Mr. EMERY. The tax is inequitable between employers because it
often occurs that two companies with the same pay roll, paying the
same tax, have obviously a different gross annual business, according
to the nature of the product, the rapidity of.the turn-over, and the
risk in the particular industry involved as to either profit or loss.
Of course our industries are not conducted on a profit system, but on
a profit-and-loss system.

The pay-roll tax, in its effect, is a production tax, a distribution
tax, and an additional processing tax. On the theory that it is to be
carried forward as a part of the cost of operation it is a turn-over
sales tax with all of its disadvantages and none of its benefits. To,
the extent that it is transferrable-and this in many instances is
impracticable--it is a hidden sales tax paid by each purchaser for a
given product or service. When I say it wold be carried forward
in many industries, it must be obvious in what are called price-goods
industry, for instance the large supply of goods to the 5- and 10-cent
stores, or the department stores, stores of that character, where the
mag in of profit is so narrow it is quite impossible to add a new cost
to it in the terms inferred in the relationship here between the labor
costs of the article and the pay-roll tax itself.

Of course it is asserted that foreign countries operate under this
tax. It will have to be realized that they operate on a lower standard
of living. It is a fair presumption that the cost of such taxes is a
partial reason why they are unable to maintain the standards of
living which we possess.

The Congress has rejected a general sales tax or a manufacturer's.
sales tax on the ground that it would be passed on to the consumer.
The present tax is being urged on the ground that, it will so operate.
and its cumulative effect is apparently ignored.

It is said that the method of taxation proposed, as it meets with.
response by the States, will secure uniformity in costs of production.
If competitive equality will be produced among the States, we obvi-
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ously face competitive inequality with foreign competition. It is a
serious question as to whether the equalization of the costs of opera-
tion among the States is a sound policy, because, on the contrary,
we are not only due to respect the differences in economic conditions,
the advantages in lower living costs, access to raw materials and the
various natural advantages enjoyed by the States,, but, throughout
the life of the N. R. A. , the claim for labor differentials based upon
a recognition of these inequalities, has been a oontinung issue re-
quiring! recognition and adjustment. This tax discourages rather
than encourages an increase of employment, for every additional
employee adds to the tax, AP it became more onerous it would
stimulate mechanization, for it is men that are paid, not machines.
Just as the increasing cost of accident compensation calls for higher
physical standards in the selection of employees, so the penalizing of
a pa roll is not a stimulating method of encouraging employment
itself.

I want to say just one more word on the nature of this tax itself
from a legal standpoint, and the difficulty that is presented here if
you pursue a pay-roll tax in the form proposed in this bill which,
upon the face of it, has as its purpose not merely stimulation of leg-
islation by the States but the very purpose of the legislation upon
its face, is to compel the legislative action of the States. It is notthe
purpose of this legislation, on its face to raise revenue for the Federal
Government. On the contrary, the success of this bill as a revenue
raiser would be the defeat of its purpose as social legislation. It is
intended not to produce revenue but to produce legislation. Its
objective is to secure that legislation and for that purpose it levies a
tax, requiring State legislation as a condition of the employer receiv-
ing the credit which he is to obtain under this bill. He is to receive
his credit only on condition that the State accepts the conditions
which are laid down by the Federal Government, and legislates in
accordance with such standards and submits to the Federal Govern-
ment the control of all the funds which it raises and places them
under the management, direction, and investment of the Secretary
of the Treasury.

The real question that arises in that connection is the very serious
one as to whether or not the tax so levied is a tax at all because we
understand that a tax is a charge or a pecuniary burden for the sup-
port of government. It is the compulsory taking of private property
for public purposes and in that sense it is the taking of private prop-
erty for the purposes of securing Federal revenue. On the face of
it-and it is only on the face of le ilation like this that the test of its
validity as tax legislation can be determined-on the face of this pro-
posal it is not intended to secure revenue for the Federal Government.
Nor is it intended to secure revenue for the Federal Government for
the general objectives of this legislation for the revenue procured by
the Federal Government is not earmarked to take care of or con-
tribute to unemployment compensation itself, it is intended to go
into the General Treasury of the United States-so much of it as is
retained' if any is retained at all, by the nonaction of the States. It
is intenAed, under those circumstances, to be used for general and
not for special purposes.

Senator COUZENs. After making that statement, do you conclude
that that provision is unconstitutional?
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Mr, EMERY. I think it is a very serious question. I think the
question raises ,most serious doubts if you proceed in this manner
with this kind of a tax.

Senator BAcxK,. May I ask you one question. As I understand it,
your idea is if it is unconstitutional it is because the Government is
raising money for some purpose other than the purpose of raising money
to pay for the expense of running the Government?

Mr. EusR. No It is because the purpose is not to procure revenue
to rim the Federal Government but to produce legislation on the
part of the States.

Senator BLACK. Yes.
Mr. EMERY. And the purpose of the legislation is not to obtain

revenue which is to be used for Federal purposes but to obtain legis-
lation which the Federal Government believes should be enacted
and it will obtain it in accordance with standards which Congress
lays down, by virtue of which, if accepted, the tax is recovered by the
citizens of the States.

Senator BLAcK. In other words, fundamentally your statement is
that the object of the tax is to raise money for government purposes?

Mr. EMERY. It is to be raised for Federal purpose in this instance,
because it is a Federal taxing authority.

Senator BLAoC. What about the tariff tax that is raised for the
purpose of the so-called "protection" of American goods, which went
so high at one time that they had to redistribute it among the States;
was that unconstitutional?

Mr. EMERY. The Supreme Court has passed on that entirely, it
uttered the last word, and I accept it, although not entirely with the
description supplied by the Senator.

Senator BLAcK. Yes.
Senator BARKLY. One of the things that offers an objection to the

tax and that raises the question of constitutionality in your nind is
that it is to be used for general purposes by the Government although
it is in the guise of a tax for unemployment insurance, as far as the
money that is retained by the Government is concerned because
some States may not take advantage of it, may not pass the law and
comply with it?

Mr. Euzny. That is true, Senator.
Senator BARKLEY. I do not know whether it is wise or proper for

the Federal Government to levy a tax on pay rolls or anything else in
the States for the purpose of unemployment insurance and ften use
that money for gonerd purposes. The question of constitutionality
does not seem to me to enter into it. It is a question of policy and
wisdon.

Mr. EMERY. I think, Senator if you will permit me, the serious
question is raised on the face of the tax because it is the first time that

can remember, and I think there is no other instance to the con-
trary, where the Federal Government, on the face of its own tax
measure, has provided the means of defeating its own revenue. That
is precisely what this tax does.

Senator BARKLEY. If all the States came along and complied with
this statute of course the Federal Government would be deprived of
the revenue raised by this tax.

Mr. EMERY. Except that part of it which it retains for the purpose
of administration which amounts, on its own calculation, to 10 percent
of the whole.
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PrSenator BARKLEY. Insofar as any number of States refuse to
follow suit and go on with this law the Federal Government will gain?

Mr. EuEY. It will.
Senator BARKLEY. That is one of the things it seems tW me that it

will be necessary to have, in order to offer an inducement, or to have
a sort of a penalty to compel States to act. It is unfortunate that we
have to do it that way, it seems to me.

Mr. EMERY. If you will pardon me, Senator, the moment that'you
attach She view which you have so well expressed of a "penalty" to
secure legislation by the States you are immediately confronted by
the child labor tax case, Bailey v. Dre"4 Furniture 0o., (269 U. S. 39),
and Hill v. Vallaee, (269 U. S. 44).

Senator BARKLEY. I do not think the question raised in that case
is analagous at all.

Senator GERRY. Haven't you done it in the estate tax?
Mr. EMERY. No sir. The estate tax involved no suggestion upon

its face or in its terms of any efforts to compel or influence the enact-
ment of legislation by the States. On the contrary, 46 States had
already enacted legislation. Furthermore, the revenue derived was
for no other purpose than the support of the Federal Government.
To provide an analogy, it would have been necessary for the estate
tax to have made the credit against the State levy available only on
condition that such estate tax was conformable to standards estab-
lished by the Congress. On the contrary, each State was left without
suggestion as to the form of its own tax.

Senator GERRY. The idea was to make the States raise the estate
tax.

Mr. EMERY. There is no suggestion of that on the face of the legis-
lation. The ulterior purposes of Congress are never open for exami-
nation to the court, except the purpose of Congress is expressed on
the face of the legislation.' In the child-labor-tax case you had al-
ready had the previous act of Congress invalidated, in the 247 U. S.,
as a direct attempt on the part of the Federal Government to regulate
production within the States under the guise Of regulating commerce.
In the child-labor-tax case you had a tax of 10 percent, in addition
to all other taxes, levied on the product of labor under the same terms
and conditions as the previously invalidated act. The court then
took the position that on the face of this legislation the regulation
provided was not incidental to the collection of the tax, which is the
true test of whether or not it is a revenue act or a tax. On the con-
trary, it was obvious, on the face of the act, that it was intended, by
a penalty, to compel the States to legislate in the manner desired by
the Federal Congress.

Senator GERRY. I think you will find in the debate in the Senate
that that matter was covered in the discussion of the estate tax.

Senator CouzENs. May I ask, Mr. Emery whether you are opposed
to this bill? Are you going to propose anything with respect to reliefof unen loymentl

Mr. EMERY. Yes, sir.
Senator KiNo. I hope as many Senators as possible will remain,

because it is our desire to have Mr. Emery finish and to have the
other two witnesses before we adjourn.

Senator BARKLEY. It is impossible to do that. The other two
witnesses will take 20 minutes apiece; and with the questions that
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are liable to be asked, it will take over an hour. I thought it was
understood that we would finish with Mr. Emery, if possible, and
then come back with the others tomorrow. Most of us have got to
go on the floor.

Senator KINo. The chairman of the committee wanted the com-
mittee to continue and hear Mr. Emery.

Senator BLACK. I want to ask him one question.
Senator KINo. Pardon me. The other two witnesses will be heard

tomorrow.
Mr. EMERY. If you will permit me, Mr. Chairman, the testimony

of the other two witnesses is much more important than my own,
because it goes to the very heart of the bill and to the practicabilities
of the measure itself.

Senator KINO. You may proceed.
Senator BLACK. Mr. Emery, as I understand it, you take the

position that the way we propose to raise money is unconstitutional
and therefore we should not do it that way?

Mr. EMERY. I say it raises a serious doubt as to whether it is
constitutional.

Senator BLACK. You would agree with me, I assume, that we would
have a perfect right to raise it by an excess-profits tax a manufac-
turers' tax, a tax on high incomes, high inheritances-that we could
follow the plan we had adopted heretofore in reference to State high-
ways, where we granted the States a subsidy; you would not raise the
question of constitutionality on that kind of a7 tax, would you?

Mr. EMERY. No.
Senator BLACK. You think that kind of a tax would be constitu-

tional, and you think this one that we are considering now is not
constitutional?

Mr. EMERY. I would not question the constitutionality of an
excess-profits tax and estate tax *r income tax, as long asyou would
raise revenue by it.

Senator KING. Unless it was confiscatory.
Senator HASTINGS. Mr. Emery, what would you say about a Fed-

eral tax levied for the specific purpose of taking care of tle unemployed?
Do you think that is Within the Constitution?

Mr. EMERY. You mean if a special tax were raised for the purpose
of meeting the emergency conditions with which we are confronted,
in further aid to the unemployed?

Senator HASTINGS. Yes.
Mr. EMERY. I think somewhat contemporaneously the exposition

of the situation in the form of State aid gives very considerable SUp-
port to such a proposal, where the funds are raised to meet the
existent emergency, and that passes away when it passes away.

Senator HASTINGS. Do you not think the way wo have escaped that
in the past is we have made those contributions out of the general
fund. Would it not be very much safer to provide for the payment
out of the general fund and then levy the necessary taxes to meet the
general fund, without specifying that it must be used for a specific
purpose like taking care of the unemployed?

Mr. EMERY. Of course the limit of a Iederal tax for State aid raise
questions that are not-I want to make it clear-capable of a juridical
remedy. In testing the validity of it, and you may be able to levy
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a tax which in some respects might be entirely anticonstitutional,
but might be unconstitutional with reference to the levy of this tax.

Senator HASTINGS. I agree with you entirely.
Senator KINo. Proceed.
Mr. EmERY. The only thing I want to say in conclusion Mr

Chairman, on that point is I would like to refer to one additional case,
Foridav. Mellon (273U. S. 11), and simply call your attention to the
fact that in that case, which went to an effort on the part of the State
of Florida to prevent the collection of the Federal estate tax, the sim-
p lest examination of that case, in comparison with those I have cited
here would show there is no analogy between the two. No argument
can be drawn from the Florida case whatever to support the suggestion
that the estate tax was enacted, or that it was administered for the
purpose of compelling any action on the part of the States. No
analogy can be found between these two, unless the condition for
the receiving of credit by the citizen through the payment of the estate
tax rested upon the proposition that the Federal Government had
attached conditions to it which compelled the States to enact legis-
lation in order to receive the credit for the citizen. It was obvious
on the face of this tax that the regulations suggested is not for the
purpose, incidentally, of assisting in its collection or administration
and enforecement, but that the tax was levied with no intent to secure
the revenue but with the major purpose of securing action by the
State.

So as a general conclusion we point out that on the face of this
legislation, the success of it as it is written, as its proponents assert, as
its terms identify it, all go to the proposition that as a revenue measure
it must fail in order to be successful as a social measure. In other
words it will fail exactly to the degree contemplated by its proponents
if it raises revenue instead of procuring regulation by the States, and
thus carries on its own face the means of defeating its own revenue
objective.

Senator HAsTINas. Did you put in the record the reference on that
Florida case? You may hand it to the reporter.

Mr. EERY. Now, Mr. Chairman, I would like to present two
additional witnesses to you who are more expert in the presentation
of the case than I am.

Senator KING. The chairman is very anxious that we conclude this
hearing this morning, but all the other Senators who were here are
departing and they have insisted that we adjourn at this time, so in
obedience to their wishes I shall declare the meeting to stand adjourned
until 10 o'clock tomorrow morning.

(Whereupon, at the hour of 12:10 p. m., the committee adjourned
until 10 a. m. of the following day, Friday, February 15, 1935.)
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FARIAt, FEBRUARY 15, 1035

UNITED STATES SENATE,
C,)MMIrm oN FINANOCF

Washington, D. 0.
The committee met, pursuant to adjournment, at 10 a. m.'in the

Finance Committee room, Senate Office Building, Senator Pat
Harrison (chait'man) presiding.

The CHAmRmAN. Mr. John C. Gall, representing the National
Association of Manufacturers.

STATEMENT OF ;OHN 0. GALL, ASSOCIATE COUNSEL, NATIONAL
ASSOCIATION OF MANUFACTURERS

Mr. GALL. I appreciate the pressure upon your time and we will
arrange, Mr. Sargent, and I, to do as you suggest; in fact, I will
put as much of my material as I can into the record without reading
or without elaboration, so that Mr. Sargent can have at least half of
the time.

Mr. Chairman, I think One way I can facilitate my presentation
is to avoid duplication of testimony that has already been given you
.by other witnesses. I would like to invite the committee's atten-
tion to the hearings held last year on the Wagner-Lewis bill before
the House Ways and Means Committee and particularly to my tes
timony beginning gt page 313 and ending at page 357 of the House
record of hearings on that bill.

I do that because I want to make it clear that I am not duplicat-
ing testimony that I gave over there. At that time when the com-
mittee had substantially the principle of the unemployihent-compen-
sation sections of this bill before it, I discussed the legal phases of
the bill and the nature and operation of a pay-roll tax such as is
proposed here. Today I want to confine myself to the subject, of
unemployment insurance and particularly to the British experience
with unemployment insurance.

As a background for that discussion, I would like to call your atten-
tion to some official statements made by the present Secretary of
Labor in connection with the Wagner-Lewis bill last year. rhis
is taken from the hearings before the House Ways and Means Com-
mittee, March 21 to 30,1934.

The Secretary of Labor said:
At the present time, if you look over the whole history of the English unem.

ployment insurance fund, you will find that they added the war risk to it,
and they added the demobilization of industry after the war without contri-
bution to it, and then they added shipping and coal, which are the two terribly
depressed Industries, where they would have had to bear the burden and cost
of maintaining their population by relief anyhow. If they had not added
those two industries the fund would have been solvent today.
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That of course, gentlemen, constitutes an admission on the part
of the Secretary of Labor that the British system of unemployment
insurance was insolvent at that time.

A little further in the record of the same hearings, in response
to a question from Congressman Cochran of Pennsylvania, the Sec-
retary of Labor said:

The German fund became insolvent about 5 years ago due to a very pro-
longed period, as you know, of unemployment and no employment, and therefore
constantdepletion of the fund. They translated it at once into a relief fund.

So that the Secretary testified at that time that both the English
and the German systems had become insolvent. Later, however,
at the annual meeting of the American Federation of Labor, October
5, 1934, the Secretary of Labor said this:

The significant fact now stands out that in no country which Ihas experi-
mented with unemployment insurance has the system broken down, even In
the present world depression, and In no country has the public treasury been
called upon for amounts to relieve distress approximating our expenditures
for relief.

Those two statements by the Secretar' of Labor about the oper-
atons and the condition of the English system in particular are
diametrically opposed; they cannot De reconciled, and because the
record so far contains nothing but generalization and opinions about
the operation of the foreign systems, I have undertaken to bring to
you today a statement of facts as to the operation of the English
system.

I think I can best conserve your time if I will read a portion of
the statement I have prepared covering the English system. I
would not read it, but I would insert it in the record in its entirety
were it not for the fact that I am quite sure that some members of
the committee would like to ask questions about some phases of it,
which I could not possibly elaborate on in a brief statement.

However, due to the pressure of time, I shall not read the state-
ment but request that it go into my testimony at this point as though
read, as follows:

It is constantly urged that the United States should adopt a system of com-
pulsory unemployment "Insurance" because, It is alleged, we are the only
civilized Nation that does not have such a system. We are further told that
European systems have worked successfully; the Secretary of Labor a short
time since told the American Federation of Labor (an organization which,
Incidentally, has until very recently opposed compulsory unemployment Insur-
anee) that In no country which has adopted such a system had It broken down.

Obviously, adoption of such systems in other countries has little persuasive
value for us, except to the extent that political, economical, and social condi-
tions are similar, and then only if It can be shown that they have worked
satisfactorily. What are the facts?

It is true that the principal countries of Europe have systems of unem-
ployment insurance. In the case of France, the system is not a compulsory
one but a voluntary one, under which the government merely makes allot-
ments to trade unions and mutual-aid associations to supplement funds con-
tributed by their members. The government's proportion grew to 50 percent of
the total by 1931, and since that time has risen to as high as 90 percent In
some classes. In other words, the French system Is merely a provision of
relief administered through private organizations.

The systems of Belgium, Denmirk, the Netherlands, Norway, Sweden, Spain,
Poland, and Switzerland are also voluntary,

Russia Instituted a compulsory system In 199, but has since abandoned it.
Contributions were by the government only, which means that the system
backed every characteristic of unemployment Insurance and was nothing Inore
than a scheme of monetary relief provided entirely by government.
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Italy has a system; but &he also has a dictator and a completely controlled

Industry. The same is true of Germany. The Italian system was Initiated in
1919 by decree, the German not until 1927.

It is obvious that Russia, Germany, and -Italy, operating under dictator-
ships, and with complete state control of industry and labor, offer no precedent
either for or against institution of compulsory unemployment insurance In
the United States. Let us turn, then, to the one major European country
which has adopted a compulsory system, and whose political institutions and
national characteristics are such as to afford a body of experience worthy of
careful study.

The basic unemployment insurance act of Great Britain was adopted It
1Y11. It was the first compulsory scheme adopted by any European country.
Prior to Its inauguration,. there had been an exhaustive Investigation by a
royal commission on the poor laws, from 1905 to 10. Contrary to popular
belief, the royal commission recommended not a system of cimpulsry ilu.ur-
ance, but a voluntary system similar to the French and Belgium.

However, when the national health insurance hill was put forward by
Mr. Lloyd George in 1911, it contained title II, providing a tentative and very
limited compulsory unemployment insurance scheme for workers in six Idus-
dustrles. Thus, as one authority tells us, compulsory unemployment insur.
ance "crept on to the statute book under the shelter of Its more cor'spicuous
twin." I Ronald 0. Davison, in The Unemployed.)

The industries originally covered were: Building construction, shipbuilding,
engineering, construction of vehicles, ironfounding, and sawmilliug.

The number of workers covered was 2% millions.
Mr. Ronald 0. Davison, an authority on the British system, and himself an

advocate of compulsory insurance, says of the original scheme, to which there
was wide-spread opposition from both labor and employers:

"Seldom has the scientific social reformer had a larger hand iu legislative
schemes. * * * The most important of all these secondary provisions was
that which offered subsidies to unemployment funds set up by voluntary associa-
tions, 1. e., by trade unions, in any industry. This provision was clearly a sop
to those who, like the poor-law commissioners and the trade unions themselves,
advocated the continental system of grants In aid of voluntary insurance, but
it was never a success, and It was jettisoned In 1918. Similarly, there were
clau."s * * * holding out the prospect of rebates to those employers who
gave regular employment and to those work people who received it. 0 * *

"All these devices have gone by the board now. * *o Speaking generally,
the preventive elements in the scheme were in effective or unworkable."

The new act became operative in July 1912, but no benefits were to be paid for
the first 6 months.

In the meantime trade conditions took a sudden upturn and 1913 was a boom
year. The percentage of unemployment was the lowest in many years, and 1914
was an even better year. As a consequence, there were almost no claims made
on the insurance fund during those 2 years. Such as were made were largely
by building-trades workers, and these nere due to seasonal factors.

It is Important to note that the Industries covered by the act were fairly
well unionized industries, and therefore had a large percentage of skilled
workers. Later studies showed that if the scheme had from the outset covered
industries having a low percentage of skilled labor the drain on the fund
would have been much greater, for there is a much higher normal unem-
ployment among unskilled than among skilled workers. The scheme, there-
fore, from the outset covered those most able to help themselves.

Great Britain entered the war in 1914. Within 2 months, unemployment
teased to exist, and we are told that "involuntary idleness among wage
earners was practically banished from the land for the duration of the
war." Consequently, the insurance fund continued to grow by steady accre-
tions, while few calls were made upon it.

In 1916, while the nation was at war, it became obvious that when peace
came provision would have to be made for taking care, at least temporarily,
of those called Into civilian positions during the war, as well as for the
military and naval forces when demobilized. Accordingly, in 1916 the In-
surance scheme was extended to cover all workers engaged on "munitions",
which was held to mean practically all war materials and supplies. This
practically doubled the number of people contributing to the fund, bringing
it to about 4 million at the close of the war. The extension in 1916 was a

/
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net gain to the Insurance fund, since it doubled the number of contributors,
but occasioned no claims for benefit. Indeed, immediately after the war few
of these civilian war workers made claims on the insurance fund, because
the Government provided generously for Ahem, through grants known as " out-
of-work donations", having no relation to the insurance scheme. This was
in effect a '"bonus" and was given not only to all ex-service men, but t6 every
person of the working-class population over 15 years of age. Payments Were
made weekly to unemployed persons for a period of from 26 to 89 weeks.
The principal test of eligibility was possession of a health Insurance card.

Durin the time the out-of-work donations scheme was in effect, even workers
who wer4 under the insurance scheme did not make claims for unemployment-
Insurance benefits for the very simple reason that they were entitled to only
15 shillings a week ($8.75 at present exchange) * while they receive 29 shillings
under the other scheme.

Briefly stated, therefore, the unemployed-insurance scheme which had been
started in 1912 came down to the beginning of 1921 without ever having had
any real demand upon. There had been no real unemployment from 1912 until
the end of the war, and when the war did end the unemployed were taken
care of by Treasury appropriations amounting to $800,000,000 in 18 months,
during which time the insurance fund was practically untouched. At the end
of 1920, the fund amounted to 122,000,000 (about $110,000,000). And then came
one of the many Incidents which demonstrate what may happen to a worker's
contributions after he had made them. "This saving" says Davison, "was
ultimately transferred to the credit of the extended scheme in 1921, and the
particular group of insured persons to whom it strictly belonged were compelled
to share it with the rest of the 11,000,000 workers brought Into the new Insur-
ance scheme by the act of 1920.'

The new British act became effective November 2M, 1920. It extended the
1911 and 1916 schemes to cover nearly all manual workers, and all nonmanual
workers earning £250 or less per year. The act excluded approximately 4,000,000
agricultural laborers, domestic servants, government and railroad employees.

Within 8 months the surplus of 122.000,000 had been dIs.dpated. From that
time forward the system operated with a'continually enlarging deficit until
it reached the maximum borrowing limit of E115,000,000. It was never sol-
vent, in any proper sense of the term, after it become a general scheme cover-
ing practically all workers as proposed In the report of the President's Economic
Security Committee for adoption In this country.

Of course, various explanations have been given, but they do not alter the
fact that the insurance System as such contributed practically nothing to the
"economic security" of British workers durlug their long depression begin-
ning In 1921 and which is not yet over.

In 1921 tn amendment to the InsurAnce Act was adoptedl which had the
effect of substt itially emasculating it. This amendment provided for pay-
ment from the insurance fund of so-called "transitional benefits", chiefly to
persons who had exhausted their right and regular benefit and persons who
had never been able to qualify because they had not made the required number
of contributions.

Since the original act was passed 24 years ago it has been altered 24 times,
an average of once each year. The most far-reaching changes bave occurred
Immediately after changes of governments, as in 1924, 1027, and 1931. Bene-
fits have been raised, then lowered; contribution'rates changed: the Govern-
ment's proportion changed; transitional benefits given As a matter of legal
rigbt; supplementary benefits provided for dependents, stabilization provisions
stricken out; and provisions requiring applitcnts to prove that they were
genuinely seeking work but unable to obtain suitable employment eliminated.

The system, thus abused, and made the football of party politics, finally
came to the end of 1931 with a debt of 1115,000,000. It became obvious to
everyone, even before 1931, that the national finances were in a perilous con-
ditlon and that the expenditures hy way of relief to the unemployed were a
large factor In that situation. Accordingly, late In 1930 the Royal Commission
on Unemployment Insurance was appointed. The terms of appointment recog-
nized that the system was at the time Insolvent because the commission was
directed to make recommendations with regard to the scheme "and the means
by which It way be made solvent and self-supporting."

It might be thought that with 20 years' experience back of them, the British
could easily have perfected their insurance scheme without delay. Thls how-
ever, was not the case. The commission sat for 2 years, making Its final re-
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port in November 1932. In the meantime strenuous efforts had been made to
balance the British budget, and the heroic measures taken included changes
In the Insurance scheme which Increased the rates of contribution and de-
creased the rates of benefit.

The commission recommended drastic revision of the basic laws, and In
particular recommended restoration of the safe-guards which bad been in the
original act of 1911, but bad been abandoned in later years. Parliament fol-
lowed substantially all the recommendations of the commission and on June
28, 1934, an entirely new act received the royal assent.

One point worthy of notice is that beginning In 1921 Parliament acted from
time to time to relax various requirements of the law in the belief that
prosperity was "Just around the corner" and that the relaxations would be
only temporary. The "transitional benefit" scheme of 1921 was admittedly
inaugurated on the theory that those workers who received the benefits were
merely receiving a temporary advance from the Insurance fund which would
be repaid as soon as employment was restored. Unfortunately, this, like many
other Parliamentary beliefs, was wholly Illusory.

The Importance of this point lies in the fact that we have no assurance as
to when our own depression will end. It Is clear that If the British had the
thing to do over, and could know that their depression was really only be-
ginning instead of being nearly over as they thought, they would not extend
their limited system as they did by the 1920 act, but would await the return
of business recovery. Yet we In the United States are being urged to institute
a general system In the midst of an unprecedented depression, when no one can
predict with any degree of certainty when normal employment levels will again
be reached.

A year ago Secretary Perkins urged approval of the Wagner-Lewis bill, say-
ing that It would not retard recovery because the tai liability would not begin
to accrue until January 1936. Well, that date is here, but real industrial
recovery Is not.

William Green, president of the American Federation of Labor, stated before
your committee on January 28:

"Since no benefits are to be paid under the unemployment-Insurance system
until 1938, by which time recovery is taken for granted, it would seem fhat
we cannot offer to our wage earners less, in these times of recovery, than
England has been able to maintain during depression."

The British took recovery for granted many years before It came. Shall we
repeat their mistake? The danger is that we shall enact a system of unem.
ployment benefits, and then, under the mistaken guidance of public officials
who think recovery Is Just ahead, will relax the safeguards and repeat the
experience which led to the break-down of the British system.

The National Industrial Conference Board has recently summarized what It
conceives to be the chief lessons from British experience:

1. Unemployment insurance Is not a remedy for depressional unemployment.
2. Seasonal and casual unemployment tends to become permanent as a

result of statutory unemployment relief.
8. Chronic unemployment, due to permanent loss of trade, must be dealt with

by other measures than unemployment insurance.
4. Without an efficient and honest administrative force, unemployment In-

surance has no chance of success.
5. Any scheme of unemployment insurance must be accompanied by a plan

of unemployment relief for the workers who lose their right to insurance
benefits or who cannot qualify for the receipt of benefit and for workers in
uninsured occupations.

0. If unemployment insurance Is not supplemented by a scheme of relief,
the temptation to extend statutory benefits to persons who are not qualified
under the law is Irresistible, making it Impossible to avoid political raids on
the unemployment fund until the state of national finances becomes so critical
as to threaten the solvency of the Nation.

7. If unemployment Insurance is uniformly applied to all types of unem-
ployment, It impairs the elasticity of the economic system.

& If unemployment Insurance is not based on an accurate knowledge of the
facts of unemployment, It will be abused both by workers and by employers.

In the United States reliable information concerning the extent and nature
of unemployment Is almost totally lacking. Before any compulsory scheme of
unemployment relief Is adopted it is necessary, therefore, to establish, under
Government aispices, a fact-finding body, composed of representatives of
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labor, industry, State and local governments, and the general public. The
task of this body would be to make a thorough survey of the facts of unem-
ployment, its nature and extent; to hold hearings and accept testimony from
interested groups and persons throughout the United States; to give wide
publicity to its findings; and to make recommendations for action by industry
and by the legislatures. The results of such a survey would be of inestimable
value in acquainting public opinion and the public representatives with the
problems that arise in connection with an attempt to provide security against
unemployment.

As a result of my observations in England, I can agree wholeheartedly with
these concluslons. There is one additional factor which, however, ought to
receive serious consideration, namely, whether in the event a system is estab-
Itshed it should rest upon contributions by employers only; by employers, em-
ployees, and the Government; or employers and employees jointly. The British
system is founded on equal contributions by all three parties. The British argu-
went is that if there is a three-way plan of contribution and on an equal basis,
each of the three parties is practically estopped to agitate for increases in rates
of benefit which may have the effect of breaking down the fund. The unions
cannot agitate for these increases because to do so is to advocate additional taxa.
tion of the employees. Majority political parties being charged with the respon-
sibility of balancing budgets and maintaining the solvency of the insurance fund
are much less likely to make inroads upon the fund when they also have the
responsibility of levying taxes to meet possible deficits.

While the bill before you apparently permits the several States to establish
any type of plan they desire, with respect to contributions, the fact is that the
3-percent Federal pay-roll tax effectively removes any incentive on the part of
the State to require employee contributions. None of the plans now pending in
the State legislatures contemplates a total levy of over 3 percent. Since under
this bill the employer Is already taxed 3 percent, his payment under a State law
cannot reduce his total burden and there is thus no incentive to a State to
require the employee to contribute unless the State law is to make a total levy
in excess of 3 percent.

The three-way contribution plan which underlies the British system has re-
cently been defended by Dr. Isador Lubin and Dr. A. 0. 0. Hill in a volume "The
British Attack on Unemployment" published by the Brookings Institute. Dr.
Lubin is now United States Commissioner of Labor Statistics; but the volume in
question, although not published until after he became identified with the
Department of Labor, was written before his appointment.

"The three-party system" provides a rich and effective source of revenue for
funds with which to relieve unemployment. * * *

The three-party system further provides excellent checks and balances. The
wage earner realizes that if benefits are to be extended or conditions relaxed, he,
as %iel ds his employer, must deduct the additional contributions from current
income. The employer, in demanding lower benefits, must face organized labor
and Parliament. Finally, Parliament cannot vote higher benefits as a conces-
sion to labor votes unless at the same time it Increases the burden on industry
and on the wage earner himself.

Turning again to the British system: Next to the three-way contribution prin.
ciple in importance should be placed the absolute necessity for honest and effi-
cient administration, as far as possible removed from partisan politics. The
high character of the British civil service is known to all. There is practically
no change of personnel from year to year or from one government to another.
The government may change but so long as Parliament does not change the rules
under which the system is administered, those charged with actual administra.
tion have little or no concern with the change of government.

The latter factor, of course, raises one of the important potas facing the
*ople of the United States; that is, whether in the event some system of

so-called "
unemployment insurance" is adopted, it should be on a Federal or a

State bails. England is so small and her population so homogeneous that
she has been able to overcome many of the administrative difficulties. On the
other hand, every student of the British system with whom I talked expressed
grave doubts as to whether the administrative problem in a country as big zis
the United States would not overwhelm us.

These brief observations are, I believe, adequate to demonstrate the neces-
sity for making haste slowly. This is particularly true in a country like ours
'where unemployment on a wide smile has been the exception and not the rule
throughout our history: where natural resources abound; where new indus-
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tries employing hundreds of thousands of people have developed and will con.
tinue to develop from year to year; where the population cannot, by any stretch
of the imagination, be called homogeneous; and where many of our most
serious social, political, and economic problems arise out of failure to balance
the interests of industry and agriculture. It must be borne in mind that the
agricultural population of Great Britain constitutes only about 8 percent of
the total. In his country our agricultural population is nearly one-third of our
total. What will the effect be on them if they are left out of any system which
may be adopted and yet are called upon to contribute to its support, both
directly through taxation and Indirectly through increased costs of the goods
and services they must buy?

Must we Institute a system, change It 25 times In the next 25 years, and. at
the end of that time find it necessary to constitute a commission to salvage
the essentials of the system and restore the fund to solvency? Or shall we
determine in advance what plan, if any, Is best suited to our own people and
our own standards?

* I think you will find that my statement just inserted covers the
essentials of the operations of the British system. In brief it con-
stitutes a story of how a limited system covering six industries was
instituted in 1911, how it has gone along for approximately 25 years.
In the course of the 25 years' experience, the British have amended
their act 24 times since it was enacted. Some of those have been
major changes and some not. There has been ups and downs.
There have been all sorts of changes*depending largely on which
government was in power in England. The most radical changes
in the system made immediately following changes in the party in
power in England. That is represented particularly in the 1920
amendment. the 1924, the 1927, and finally the new act of 1934.

I have here a thesis on the new unemployment act of 1934 by
Ronald C. Davison, and he says:

Many readers of this book will be able to recall previous similar swings In
the benefit pendulum. Sometimes the scale was put up and sometimes down.
The process Is almost periodic, though it has nearly always been In response
to some new urge from public opinion. This time the pendulum is making a
marked upward swing, and it is the writer's opinion that neither contributory
insurance nor any other scheme can be expected to give very much better cover
than that outlined above-not, at any rate, until wQ succeed in establishing a
higher wage level than obtains today. It is not that the new rates look opulent
in themselves. Indeed, they will often be too little for family support. Cer-
tainly no married couple can indulge In riotous luxury on 20 shillings a week.
But don't forget that where children's allowances at 2 shillings each are added
to the parents' benefit the total amount drawn as a right by fathers of families
will now rise much above the earning of agricultural laborers In full work
and sometimes above those of low-paid Industrial workers, too.

I point that out to you because as low as benefits are under the
En ish system, you do have a disparity between the benefits paid
andthe actual wages of the agricultural labor, for instance, and some
of the low-paid wages in industry. In this country if that condition
arises it is going to be much more serious than England. England
is, of course, higlily industrialized. Only 8 percent of her population
are dependent on agriculture. We have, I suppose, 30,000,000 de-
pendent directly or indirectly on agriculture, and if we install a
system which produces a disparity, a further disparity between in-
dustry and agriculture, as has happened in England, and apply it to
a country such as ours, it is going to be a very serious, not only
political but economic, situation that will result.

I want to emphasize, gentlemen, that the English system which
has been in existence for approximately 25 years and which was
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instituted as an experiment, is still an experiment in England. It
is not a proven success. Nobody can say today whether the thing
hu worked satisfactorily or has not.

At Any rgte, we do know that in 1934 the British revised their
entire system of unemployment insurance. I happened to have been
present at the opemnig of Parliament in Novemler just passed and
to have heard Mr. Ramsay McDonald, the Prime Minister, make the
following statement, which emphasizes the statement which I have
just mAde, that it is still an experiment in England, and it has been
a very costly experiment.

Mr. M4cDonafd said:
The great weakness of all unemployment schemes up to now has been that

none of them differentiated enough In the character of the unemployed. We
talk about unemployment. I hope that I shall not be misunderstood when I
may that there Is no such thing; by that I mean there is no uniform problem,
with every unemployed man and woman representing precisely the same prob-
lem to the state. Unemployment Is not a featureless thing. Unemployment
as a whole Is a mass of a thousand and one problems, sometimes applying to
individuals and not to a group of individuals at all.

For the first time the Government are differentiating between unemployed
and unemployed. The Government are taking specially defined and examined
areas. Just as a scientist takes his test tube Into his laboratory, works out
his requIts and their reactions, so we are beginning with those areas for the
purpose of discovering cures, methods of handling, ways of spending public
and private money, and all the approaches of unemployment.

There is more along the same lines, but that is sufficient to demon-
strate that after 25 years of experience the British are still on the
threshold of an approach to the unemployment insurance problem
and recognize, as the Prime Minister said there, that it is still in the
experimental stage.

Senator GurErY. Are you opposed to our making an approach until
the English system is perfected? Is that what I understand your
argument isI

Mr. GALL. No sir; even if the English system were perfect, I do
not think it would necessarily mean that we should adopt the English
system or a system for a country as large as ours where the adminis-
trative difficulties are as great as they are. What I am attempting
to do, if I may put it this way, Senator, is not to fly a red signal or a
green signal, but rather to try to put into the record here some facts
as to British experience which may serve as a caution as to the type of
system which the Congress of the United States endorses if it endorses
any as the result of these hearings.

Just one thing, then, I wish to yield to Mr. Sargent. I want to
point out that the British did not deliberately embark on unemploy-
ment insurance because they thought that was the best way to handle
the unemployment problem. Unemployment insurance represents
just one of the 19 different post-war methos of dealing with unem-ployment in England. I would like to insert in the record that list
of 19 methods which have been used and most of which are to some
extent still being used in conjunction with the unemployment insur-
ance.

(The information referred to is as follows:)
Private charity.
Poor-law relief (indoor and outdoor).
Relief works with and without Exchequer grants.
Emigration.
Trade-union insurance.
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Systematic short time.
National unemployment ipsurance.
Institutional training both of disabled and of fit men.
Training with employers.
Juvenile unemployment centers.
Women's training.
Land settlement,
Afforestation.
Road construction.
Land drainage.
Trade facilities act.,
Export credits act.
State subsidy to an Indusry or part of an Industry.

Of these remedies, at least the first 7 had all been tried before the war; and
the first 3, 1. e., charity, poor.law relief, and relief works, had all been condemned
either as inadequate or actually harmful. But they show no sign of disap-
pearing from the list and are, indeed, freely resorted to in each recurring crisis
(Introduction, The Unemployed, by Ronald 0. Davison).

They have tried relief work they have found that it was very
costly, and they have practically abandoned the whole system of
relief work because it ran sometimes five times the cost that they
could have contracted the work out for, and that is the official find.
ings in England, and not'just the matter of opinion.

Want to say also that the whole idea of moving stranded popu.
lations such as those in the coal-mining areas in England to other
sections of the country has been a total failure for several reasons.
In the first place it involved retraining of these men, and the op-
position of the labor unions throughout England to bringing re-
trained men to their territory from other territories has been such
that.the Government has made practically no headway. Further.
more, the Government has tried to assist migration and immigration
of these people to the Dominions. The resistance on the part of
the Dominior, has been terrific. They have said, "We have our
own problem, we cannot handle yours, and you will have to take
care of it."

So, one scheme after another has been tried in England, and as
I say they still have in effect a considerable number of supplemen.
tary schemes of which the unemployment insurance is only a part,
and I might say a minor part, insofar as the actual relief to the un-
employment situation is concerned.

I have a great deal of material on this subject, but I am going to
suspend except for such questions as you may wish to ask me, so
that Mr. Sargent can take the time because he is from out of
the city.

The CH AIrAN. Put your matter in the record there.
Senator BAIIELY. What is your authority for the statement that

they have made no progress in Great Britin in the matter of ro.
distribution of labor?

Mr. GALL In the matter of redistribution of labor? Mr. Mac-
Donald, the Prime Minister, made a statement which I read while
you were out of the room, on the floor of Parliament in November
of this year, in which he outlined what the Government was go.
ing to try to do with these populations in the depressed areas. This
past year the Government of England has had a Royal commission
studying the problem of upemployment in the deeply distressed areas
or the depressed areas as they call it, and they have concluded that
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so far practically nothing has been done and they are in the ex-
perimental stage of trying to work out additional devices for moving
that population from those areas.

The CHAIRMAN. Thank you very very much. Now, Mr. Sargent.

STATEMENT O NOEL SARGENT, REPRESENTING THE NATIONAL
ASSOCIATION OF MANUFACTURERS

Mr. ARoENT. I have prepared for the use of the committee sets
of five charts and one table which, if you will kindly have the clerk
distribute to the members, I think will be helpful.

The CHAIRMAN. I wish the clerk would give those to those who
are present.

Mr. SA ROENT. These are prepared especially for use of the com-
mittee.

Mr. Chairman, I may say that we have had a committee studying'
this problem for some time immediately this bill became public, arid
our association realizes, of course, that actual distress and indigency
must be relieved.

To the extent that the pending bill, S. 1130, seeks to accomplish
this objective we are in accord. But our universal deep desire to
relieve immediate distress and indigency should not over-influence
our judgment in discussing the present bill, which does not purport
to be an emergency measure.

It is equally important that we do not accept proposals or methods
as actually capable of accomplishing their objectives merely because
advocates declare they will do so. ..

We must beware that we do not thus accept proposals which may
possibly aggravate instead of relieve the evils they are designed to
eradicate; that we do not create other serious problems as grave,
if not even more so, than those we seek to correct.

We may, in this connection, profit by foreign experience, and be
able to avoid their mistakes. We must, for example, use every effort
to see that while actually providing sound security for aged indi-
gents, we do not repeat the experiences of foreign old-age pension
laws, where the possession of a legal right to pension funds has
resulted in a universal tendency for a steadily increasing number
and proportion of old'persons to turn to the government pensionsfor support.Legislation which from its very nature tends to increase depend-

ency and indigency decreases iidividual energy and efficiency of
individuals in attempting to take care of themselves. It would
thereby decrease the sum total of national productive effort in the
country, and in the long run thereby decrease the aggregate income
available for distribution among the body of citizens; and hence
inevitably lower the standard of living. Foreign experience and
knowledge of economic matters should-be sufficient to cause us to
examine most seriously and carefully any type of legislation which
carried with it any threat of decreasing productive activity with
consequent impairment of our standard of living.

We must, likewise, use every possible care to see that in attempts
to provide unemployment compensation we avoid, if possible, re-
peating the experience of foreign countries with unemployment
insurance. In those countries the laws have actually tended to
increase unemployment, by freezing or stabilizing such economic

940
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maladjustments as uneconomic wages rates, and maldistribution of
both industries and workers.

I wish to reiterate the assertion made by the preceding speaker
that the unemployment excise tax here proposed is a tax on em-
ployment-that every increase in wages every job given an addi-
tional person, is penalized by being taxed. We must carefully con.
sider whether such a tax on employment will decrease employment
opportunities by penalizing those who provide employment.

Senators will recall that Mr. A. H. Hansen, chairman of the un-
employment insurance subcommittee of the Economic Security Com-
mittee's technical board, stated (hearings, p. 452) that "the first
immediate effect" of a pay-roll tax would be to decrease employ-
ment.
I respectfully suggest that you consider requesting submission to

this committee of any technical report which may have been pre-
pared, estimating the effect of a pay-roll tax upon the volume of
employment which might be directly due to the tax itself.

We especially direct your attention to the following points, which
will be amplified in the following remarks:

(1) The bill rejects the belief by President Roosevelt that the
contributory pension system proposed should be actuarially'sound;

(2) The bill rejects" the belief by President Roosevelt that the
unemployment-compensation system should provide for specific con-
tributions by employees as well as employers;

(3) The Economic Security Committee rejected on at least 12
points, many of them important, the suggestions of its advisory
council'
(4) 'he Economic Security Committee rejected the advice and

judgment of its own actuaries;
(B) The bill should be carefully considered in the light of many

fundamental changes it proposes in the relationship of citizens to
the Federal Government;

(6) The bill raises questions of the utmost gravity as to both
the raising and safeguarding of terrifically huge sums of money; and

(7) The bill in its present form is unacceptable because of nu-
merous specific defects.

ECIt-IENTS OF FEDERAL FUNDS

In considering such a vast program as that which confronts us
in Senate bill 1130, we must be sure that the fundamental principles
and policies proposed are desirable-that the economic, social, and
political trends involved are nationally desirable.

Your attention is directed to chart A which reveals that today
there are 7,920,000 recipients of Federal funds:
Regular employees ---------------------------------------------- 950,000

War-Navy ------------------------------------------ 400, 000
Post Office ----------------------------------------- 2 2 000
Other ---------------------------------------------- 800. 000

Veterans' Administration ---------------------------------------- 1,000, 000
On "straight" relief --------------------------------------------. O 1500000
On "work" relief and PubUc Works Administration ------------- 1,500000
Civilian Conservation Corps ------------------------------------- 300,000
Rome Owners' Loan Corporation --------------------------------- 670,000

7, 920. 000
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Senator CoNNALLY. How do you figure the H. 0. L. C. I
Mr. SARGENT. They have been an d are receiving funds from the

Federal Government for the repayment of mortgages.
Senator CONNALLY. A man might have a good job and be doing

that; lots of them have.
Mr. SARwNT. So have the regular employees I did not say all

of these were relief cases.
Senator BmaRIxm. Nobody is receiving any benefits. They are

receiving funds for the refinancing of mortgages, but they are not
receiving it unless they are in a position to repay it,

Ir. SARwT. The same is true of the regular employees of the,
Government. The are not receiving relief, either.

The CHAIRMAN. It strikes me that your other charts tell the story
more than that.

Mr. SARoENT. I am simply pointing out in this one that under
this law as proposed we might eventually have a situation where
there would be more recipients of public or Federal funds or pros-
pective recipients of Federal funds than there were actual voters for
President in the last Presidential election.

It is now proposed that we add 9,880,000 additional recipients of
Federal funds.
Social security bill ---------------------------------------------- 5, 830, 000
Unemployment compensation (total coverage, 26,000,000)- 2080,000
Old-age security (total coverage, 7,500,000) ----------- 3,750, 000
Soldiers' bonus -....-.-.-.-------------------------------------- 3, 550, 00(t

Total ------------------------------------------ ---------- 9 880, 00-
There would also be an additional 23,920 000 who would look to th6

Government for future aid under the social security bill-who would
be interested in having benefits made continuously greater because
they might receive them in the future.

This is a total of 41,220,000 persons who, either under existing or
proposed laws, would look to the Federal Government for some
measure of support-a number greater than all those who voted for
President in 1932. (While there are unquestionably some duplica.
tions in the above tabulations they are offset by the noninclusion of
recipients of benefit payments from the A. A. A.)

This trend toward increasing the number of direct beneficiaries of
Federal funds is one to which ever legislator and taxpayer must
give most serious concern, both with reference to the proposed bill
and other legislative proposals.

WHOSE CH1ILDREN SHALL PAY

The Economic Security Committee presents as follows a most
serious dilemma involved in this proposed legislation:

(1) We deem it advisable that the Federal Government should not pay its
share of the cost of old-age annuities currently * * *. To pay this cost now
would unfairly burden the younger part of the present generation, which would
not only pay for the cost of its own annuities, but would also pay a large part
of the annuities of the pole now middle-aged or over. (Rept., p. 27).

(2) There may be valid objection to this plan, In that it involves too great.
a coat upon future generations. (Rept., p. 27.)
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The Members of Congress must decide whether they will enact a
system which will, in effect, require this generation to pay its own
premiums and a large proportion of those of an older generation; or
whether it will require the next generation to pay its premiums and
a large part of ours.

The problem is not only economical-it is both social and po.
litical-we have a right to voluntarily assume the burdens of an
older generation-have we a moral right to now impose upon the
next generation, possibly against what may be its will, the burdens of
our generation ?

It is high time that some very serious thinking be done about
this and related basic considerations involved in the pending bill.

RELATION TO OUR ECONOMIC SYSTEM

Would this bill, if enacted, effect vital changes in our economic
system? We are not now considering the questions as to whether
such changes are desirable-but we must carefully consider whether
this bill might, if enacted, have unexpected effects. In addition to
subsuently discussed important results of the fiscal situation which
would develop, I direct your attention to the fact that the proposed
tax on industry is itself a very serious matter.

Senator CONNALLY. Won't'the tax be passed on?
* Mr. SARGENT. The question whether it will be passed on, which
was raised in these hearings particularly by Senator Black is a very
complicated matter. It is obvious that if industry could pass on
additional costs when they arose, that no manufacturer would ever
lose any money when those costs arose. But it is well known that
industry has lost 0 billions in the last. 3 years. It is obvious that
the ability of industry to pass costs on is affected by the competition
from foreign countries which would not have the additional costs,
questions whether they are regulated by public-utility commissions,
or the question whether they are the marginal producers or the best
producers, the most efficierxt or the least efficient. The number of
factors of that kind enter into the question.

Senator CONNALLY. You cannot always pass on all of those things,
but when you can you do, don't you?

Mr. SAROENT. y would say that the employers certainly either
would fry to pass that. cost on or try to reduce present costs to com-
pensate for the increased costs.

Senator CONNALLY. It is perfectly natural.
Mr. SARGENXT. Yes; but in many cases it would not be possible to

do it; it would be impossible.
Under the proposal of Secretary Morgenthau after a few years

the net tax on einpoyers' pay rolls would be 51/2 percent. What
would this mean? In manufacturing, .according to Dr. Willford
LI. King, now president of the American Statistical, Association,
the results during a 5-year predepreSsion period would have been
(National income and its purchasing power, pp. 122, 191):
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Net dividends
onommon+ " Percen,.,t sto~0 .i . w . 6,wcent Y u rh, peatoerco PsYtroD t&X Of tLi to

In ......................... " o penst

2................................ 004 1 7
1"0 ....................................... . 000 000,00 7,, 5552
m ...... 10........................... 0,000 1, ,0, o, oO

When it is said that we will tax wages, one item of production
costs, 5% percent to many people that doesn't sound extremely big.
But when we know that the tax would equal 57 percent (average for
5 years above) of all net dividend payments on common stocks, it
seems much more serious.
During the 10-year period 1923-32 the entire net earnings of all

corporations in the United States amounted to less than 43 billion
dollars, or an average annual amount of somewhat over 4 billion
dollars. Undbr the Pftent proposal the annual tax to be colleted
from employers and employees would equal two-thirds of this amount
and an even higher percentage if the plan proposed by Secretary
Morgenthau should be adopted . Such a comparison gives us some-
thing rather serious to think about. Yet, despite these high figures,
many people have been urging that the proposed benefits be givatly
increased.

According to reliable statements in 217 prominent industrial cor-
porations of the United States there are over 9 million stockholders,
while it is estimated that in about 1,000 additional companies there
are 6 million stockholders. Even allowing for duplication, it is evi-
dent that the number of industrial stockholders, who may be affected
by such legislation, is greater than the number of industrial wage
earners.

Some concerns will be able to pass all or part of the cost to con-
sumers, many other concerns will not. The consumers will bear the
larger part of the cost; stockholders will pay the rest,

And if dividend payments become so low that capital is not at-
tracted to an industry, or is driven away from it, the employees will
be the chief sufferers. We do not urge that the welfare of employees
be sacrified in favor of stockholders, but we do say that employees
as a whole will suffer even more than stockholders as a whole if the
profit incentive is eliminated or threatened with elimination.

COST OF ADMINISTATION

We wish to call the attention of the committee to the question of
the cost of administering the agencies that would be set up under
this bill. The single problem of keeping the individual ledger ac-
counts required under the unemployment and the old-agie provisions
of the bill will be very great. In the absence of any information in
the report of the Committee on Economic Security or in the testi-
mony of those who have appeared in behalf of the bill, we venture
the guess that no less than 142,000,000 ledger accounts will be re-
quired for the unemployment and contributory-pension section alone.
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This estimate is based upon the assumption that roughly 26,000,000
persons will be covered under unemployment insurance, and 82,000,-
000 under the provision for contributory pensions. For each of the
2 ,000,000 persons covered by unemployment insurance, three sep-
arate accounts must be kept, I by the employer, by the State, and 1
by the Federal Government, or a total of 78,000,000 accounts. For
each of the 32,000,000 persons covered by compulsory old-age pen-
sions 2 accounts would seem to be necessary, 1 by the employer and
1 by the Federal Government., or a total of 64,000,000 accounts.
Together, these two benefits will apparently require no less than
142,000,000 separate accounts.

We Would not venture a guess with respect to the number of em-
ployees that would be required to keep 142,000,000 accounts. It
goes without saying that the number would be very great. The fig-
ures I have given are con-ervative. They make no allowance for
the army of employees required for the administration of nonbook-
keeping provisions of the bill. Before taking final action on this
bill, we urge your committee to call upon Government and private-
exerts to work out a proposed plan of administration including
estimates of the cost to the employer, the States, and the Federal
Government.

Indicative of the costs which may be involved, I direct your atten.
tion to the statement that in foreign unemployment-insurance systems
the administrative costs:
insofar as made public, range from nearly 10 to 24 percent of benefits paid out
(Index, New York Trust Co., February 15, p. 38).

FINANCIAL ASPWAS OF BYIL

The financial aspects of S. 1180 and its companion House bills may-
be considered from five highly important angles:

1. The proposed direct payment from the General Treasury.
2. The proposed direct taxes upon employees and employers.
3. The additional direct expenditures which would be required

by the Federal Government.
4. The direct expenditure which would be required, or at least

expected,'of the several States.
I.The investment of the accumulated funds.

PROPOSM DIRUr . ThAL P:AYI1eNTS

The yearly direct payments from the Federal Treasury specified
in S. 1130 are as follows:

item Fbwf yea Ese I

owdwvsuriamoe ................................................ o 00 O o oco
Ds opdect .....re ........................................... 24 00ODDO i5OO 000

Imrm Boud............................................& 6, M 000 5 0 000 D
6, REM aidd-------------------------------------------------....... .40o 4000.

C 4 c uren ....................................................... 0 000 00 0.
welfare ........................................................... , 000 0000Public health .......................................................... 10 00 000 10,000,000

To. ............................................................. , 00 0 218 , 000
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P30106W D0WP TAX26 Olt NMWYMS AND 23VZOYUS

S. 1130 proposes an earnings tax upon employees as follows:
Percent of woge

193 --41 -------------------------------------------------. -------------
194246 ---------------------.- ----------------------------------- I
1047-61 ---------------- 7------- --------------------------- -
1922- 6 -------------------------------------------------. ------------- 2
1957 aqd after --------------------------------------------------------- 2%

It imposes an employment excise tax on employers of the same pay
roll percentage (in each case the tax is, in effect, only on wages and
salaries under $250 monthly). These amounts are the contributions
of employers and employees to the contributory old-age pension
system.,

There is also imposed on employers an additional employment ex-
cise tax of 8 percent (during 1936, 1937, and 1938 it may be 1, 2, or
3 percent), representing the only source of payment into the unem-
ployment compensation fund. We see in chart B the sums which
would be necessary to distribute as unemployment benefits under the
standards suggested by the Economic Security Committee.

The CHAIeRAN. I do not understand that chart very well.
Mr. S&UJGENT. If you have 10 million unemployed, receiving $15

a week for 16 weeks, that would amount to $2,400,000,000.
Senator CONNALLY. You are putting that at the maximum.
Mr. SARosiT. That is the standard.
Senator CONNALLY. That is assuming they will all be unemployed

for the maximum period of the bill. That would be the absolute
peak limit.

Mr. SARiO.NT. That supposes the average which would presumably
be reached under the condition of unemployment which the com-
mittee itself knows would probably exist. Under the plan that Sec-
retary_ Morgenthau advocated if that were adopted, then the, total
annual cost would be $3,200 0,000.

The CHAIRMAN. That would be reached when?
Mr. SAROENT. In 1949 instead of 1957, which is the basis in the

present bill, which would be an 8 percent burden on all pay rolls,
equal to the entire revenue of the Government in the prosperous
years of 1923 to 1930. ?,

Assuming a 1 percent employment excise tax in 1936, 2 percent in
1937, and 3 percent in 1938 and thereafter, in manufacturing in-
dustries alone, the combined taxes would gradually increase (based
on averages of 1929 and 1932 pay rolls) to a grand total of
$792 000,000 in 1957, of which about $233,000,000 would be paid by
employees. The stages by which this total would be reached are
set forth in chart C.

But this bill does not affect only manufacturing. On the basis
of all industries including agriculture, the tax by 1957, would reach,
on the basis of the average of 1929 and 1932 pay rolls:
Unemployment excise tax ---------------------------------- s, 1O , 000
Employment excise tax ------------- - --------------- 850, O00,00
Earnings tax ---------------------------------------------- 80, 000,000

Total ---------------------------------------------- 2, 850, 000, 000
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Secretary Morgenthau has recently proposed that the earnings and
,excise taxes paid with the old-age.pension fund be sharply inciased,
employees and employers each paying, tsI understand the proposal:Paoe.t #.

r /a tor

-----7--- -. . . . . ..--------------------------------------------- I
14-42 ------------------------------------ .--------------- 1%
198----------------------------------------------- ----
1946-48 --------------------------------------- -------------- *-2
IM and after ------- - --- -------- 8

This would mean that in 1949 and after (on the basis previously
assumed) the tax in manufacturing alone would be:

Employers.,
8 percet on total pay roll ..... - ----- 0000,000
3 percent on pay roll und-- - - ....-.------ .. 2, 000000

(Combined equal 5 t of total pay rolL)
Employee-3 percent on y roll under $20----- -------- 27, 000, 000

Total -------- ---- ---------- ---------------- 000,000

On all indus pay roll, udin anufacture d agri-
culture, the ta n 194 -an runde the geuthaupa od
be:
Employers --- ------------ $2,90OO, OO0
Employee"---- --------------------- 1,000, 000

Total -- - - -.- .- 3, 200, 000

This is a et burn oqual to he
entire nor I reven ofI? Govern e uri g e prosper us
years 1I- In a ear er l ty such as 199 he
tax would r h 00 a am t the annual v-
ernment rev uesin t ropero . Mr . A. Li In,
vice president of the e ro 1i 'fo Inran Ista re-
cently. that th ventual bu 1 a ted in t Eco-
nomic Security ittee g run ' the ver east to
over 17 percent the pay ro (Eastern U erwriter,Feb. 8, 1935). _ _ _•._"

The Economic S Committee reports actuar estimates of
the following Federalc the absence of tributor system
(Report p 28), and it may will be no payments
out of the contributory old-age-penmion fund until 1942.

11oa year beginning MY21 I- IAmount neo- AIVPcda D#&iciecy

low8........................................ $134C 000OO OD O 000 DD $K COW

1990.......... .............................. "k 000 MM5OOO ft 000001937 ................................................... W O6000 1 000

IM...............................................990900M,000 1 A 000. 74000 A 000

.................................... SK 000 W"0 9*0

It is evident that these actuarial estimates instead of being too
high,ias the Economic Security Committee guesses (report, p. 283),
are just as likely, or even more likely to be too low. Thus thie com-
mittee itself estimates (report p. 20) that at least one-half of the
approximately 7,500,000 people over 65 years now living are de-
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pendent. On this basis there would be a national annual old-age
assistance bill, at $30 monthly (the standard set forth in title 1), of
$1,850,000,000, of which the Federal share would be $675,000,000. If
the act shall accomplish its declared objectives then certainly after
a year or two the total Federal share of the relief payments should be
$675,000,000, leaving the annual appropriation provided in the act
$550,000 000 too low. Experience in all countries having old-age
pension iaws shows that the number and percentage of persons willing
to rely'on the Government for support, either because their relatives
were willing no longer to support them or because they no longer
felt it necessary to rely on their own efforts, constantly increases.
We might well expect, therefore, a steady increase above the 50
percent of dependents, and thus further increases in the net deficiency
of the $125,000,000 Federal. appropriation, and increase in the nec-
essary additional Government subsidy. The ultimate costs which
might be involved under Nation-wide old-age pension and assistance
systems are set forth in charts D and E. Chart D shows the esti-
mated increase in the number of persons 65 and over; taking this
increase into consideration chart E shows the amount which woffld be
necessary to give everone 65 or over $30 monthly.

Senator CouzE.Ns. Iam required to be at another meeting. Have
you a proposed substitute for this bill?

Mr. SARGMNT. I am suggesting subsequently about 25 specific points
in which the bill contains defects and which by assumption could
be remedied by the elimination of the defects.

Senator CouzEws. You are not against the whole legislation then?
-Mr. SARGENT. No, sir.
Senator Couzpws. Very well; thank you.
The Federal-State costs of the pending old-age assistance plan

will, moreover, be further increased by about $100,000,000 annually
if the bill as it may be finally adopted should incorporate the sug-
gestion of Secretary Morgenthau that domestics and agricultural
workers be excluded from the contributory old-age pension plan.

When payments are initiated in 1942 under the old-age pension
system of the act, the maximum monthly payments the first year
will be $22.50 (sec. 405, bl. 5); the average would presumably
be less. Title I establishes an old.ago assistance monthly standard
of $30 (see. 7) and it is not unreasonable to suppose that both the
Federal and State Governments will be expected to pay the difference
between the old-age pension (say $22.50) and the $30 old-age assist-
ance standard. This would further increase the direct obligation
of both the Federal and State Governments.

No matter how we consider it the $125,000,000 old-age assistance
appropriation (section 1) is too low to meet the payments provided
in this bill.

The next question is whether the earnings and employment excise
taxes paid into the old-age pension fund (title II) are sufficient
to enable the Government to make the pension payments as sched-
uled (title IV).

In the first place we must note that it is not intended that the
old-age pension fund shall be actuarially sound in the sense that we
expect life insurance companies to maintain actuarially sufficient
reserves. The Economic Security Committee, for example, states
(report, p. 26) that the initial payments scheduled will be greater
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than they would be if" on a strictly earned bais." It is stated that
to be actuarially sound the contributory old-age pension plan would
need a total reserve of $75,000,000,000 (ibid.), and the establishment
of such reserve is strongly opposed by the Economic Security Com-
snittee. The committee thus challenges the soundness of Mr. Roose-
velt's statement in December (at Washington Economics Security
Conference) that:

Full solution of this problem is possible only on insurance principles.
The Security Committee states that beginning in 1965 the Fed.

oral Government, under the plan proposed in S. 1130, would have to
make extra payments into the fund to permit payment of the sched.
tiled pensions. The amount of the additional Federal payments is
not specified, except that it is stated they will be greater than $500,.
000,000 yearly (report, p. 26), and would reach $1,400,000,000 by
1980 (ibid, p. 27). The Economic Security Committee, as previously
noted, says that a reserve of $75,000,000,000 would be necessary to
have the contributory old-age pension fund actuarially solvent
(report, p. 26) ; it estimates tl~at its own plan, that in the bill, pro-
vides a reserve of $15,50,000,000, leaving a maximum net unfunded
floating debt to the people of the country of nearly $60,000,000,000.

It is estimated that the maximum reserve under the unemploy-
ment compensation plan would be 2 billion dollars; and that the
maximum reserve under the contributory old-ago pension plan as
propQsed by Secretary Morgenthau would be 50 billion dollar-a
tota lof $52,000,000,000. At 3-percent interest on this volume of
Government bonds, there would eventually be imposed on taxpayers
an additional annual tax burden of $1,560,000,000.

Secretary Morgenthau has presented a suggestion for a combina-
tion of increased contributions and earlier contributions, which are
designed to make annual income equal annual payments, though not
making the contributory pension plan actuarially sound.

This cost problem is, as Seuators have observed from testimony
previously presented by many witnesses, extremely serious and also
extremely complicated.

It would appear that the Economic Security Committee has in its
own judgment. rejected the advice of its own actuaries, making such
statements as:

We believe that these estimates are too high.
This figure 0 * * may reach the great total estimated by the actuaries.
The Economic Security Committee, moreover, makes these signify.

cant statements:
* * * else the amial Governieut contributions will be so high as to

constitute an Impossible charge on the taxpayers.
This plan thus Involves the creation of a debt upon which future generations

will have to pay large amounts annually.
* * will Impose a burden on future generations which we (1o not wish

to minimize.
In view of the apparent rejection by the Economic Security Com.

nfittee of the advice of its own actuaries and in view of the admis-
sions of huge tax burdens upon either this or future generations--or
both-I respectfully suggest that this committee call before it for
examination all of the actuaries and actuarial advisers who col-
laborated with the Economic Security Committee. Certainly this
country should not embark upon such an evidently costly program
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as this bill contemplates without greater knowledge of whither we
are leaping-the present and future costs to which we and our chil-
dren and grandchildren are being committed. Let us never say that
we must, jump in without knowing where-any student of history
knows that once we embark on any national system of this kind it is
practically impossible to constructively alter a once-adopted plan-
the tendency is toward continued liberalization, and "hang the cost."

It is clear that President Roosevelt himself apparently well. real-
izes th9 practical difficulties involved in establishing an actuarially
sound contributory old-age-pension system on a national basis. You
will recall that at the December economic security conference Mr.
Roosevelt said:

I do not know whether this is the time for any Federal legislation on old-
age security * * * I hope that in time we may be able to provide security
for the aged-a sound and a uniform system.

You will further recall that in his January 17 message to Congress
the President declared:

It is overwhelmingly important to avoid any danger of permanently discredit-
Ing the. sound and neeemary policy of Federal legislation for economic security
by attempting to apply it on too ambitious a scale * * * The place of such
a fundamental in our future civilization is too precious to be jeopardized now
by extravagan~t action.

The Members of Congress must decide whether the pending bill in
proposing a costly and nonactuarial contributory old-age-pension
system violates even the fundamental standards advanced by Presi.
dent Roosevelt; whether it is a fiscal juggernaut which threatens
national economic stability.

FINANCIAL COWT TO ETATES

This bill would in fact, though not in law, require the States to
enact legislation or in some cases amend existing State laws, requir-
ing State expenditures in the following fields:

1. Old-ago assistance.
2. Dependent-children aid.
3. Maternity and child health.
4. Aid to crippled children.
5. Child-welfare service.
We have not listed "old-age pensions" laws above, since this sub-

ject is to be dealt with, under the bill, by direct Federal action.
Nor have we listed State unemployment compensation laws, since
the administrative costs of the State laws are to be paid by the Fed.
eral Government.

The only one of the above items which will require heavy State
expenditures almost from the outset is "old-ago assistance."

'rhe Economic Security Committee estimates (rept., p. 20) that
"at least one-half of the approximately 7,500,000 people over 65
years now living are dependent."

Either the bill proposed is intended to care for this 50 percent or
it. is not. Assuinig, that it is so intended, then the yearly cost of
providing $30 monthly (apparently the Federal standard; ;ec. 7) to
3,750,000 persons, would be $1,350,000,000.

The bill contemplates that the Federal Government should pay
one-half of this amount (see. 7) or $675,000,000. The States would
be-expected to a.s-ume the $675,000,000 remainder.

950
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How much would this mean to each State?
According to the 1930 census, there were 6,60.3,805 persons aged

05 or over in the United States.
The following table gives the percentage of this number in each

State, andi the amount such percentage is of the $675,000,000 total,
that is, the old-age-assistance cost this bill expects every State to
assume; the amount to each State would be reduced to, the extent that
they now distribute so-called "1old-age pensions ", and by any in.
crease in the age limit above 05.

This committee, in fact, might well consider raising to TO the
age Jiniit in both the old-age assistance and old-age-pension systein
proposed in S. 1130. It is estimated that such fin increase would
reduce the costs 40 percent, and if experience demonstrated the eco-
nomic feasibility of paying the higher costs then thoc age lim-it could
be lowered.

State TOta poo percent of Cost under
= 1%: national propeed

over total bil

Alabama.................................................. 909.210 1.492 $10.071, OO0
Arlrons.................................................... 15,768 .237 1.190750
Arkansas.................................................. 75.0m 1.139 % 88250
Calornia ....................... ......................... 3Z125 & 311 37,23.250
Colorado.................................................. $1787 .931 &4 254. 250
Connecticut ............................................... 9n319 1.406 9. 490. 5W
Delaware...................................... ........... 146478 .251 I'm 4250
Dlsr~ Ae o ClmbL&........................................ 27,2U .410 3.7'67.500
Florda................................----- *............71,502 1-.073 7,241.7.V0

...or .................................................. 113.27M 1.707 1,?.l
I da........................2%310 .338 2. 2%;W0)
Illinois........................421.073 OL347 4Z184Z250

Indana.................................232%787 &.309 23. CA43 750
Iowa ............................... 1423 2.77 1, 744,7W0
Kansas........................19466 1.931 1& 169.2M

Kentucky............................... ....... 4.2 2.N%4.2.3
Louisiana..................................... 73 s30 1.14 7,713.230
Maine.................................................. 9K010 L.04 7. 0A0(W

Marlad................................... 93------- 1.401 27,4.7'
Mascuet....... ........ ............ ....... 271.,125 1133 27,897.7NSA

McIgaos ... I ........................................ 734,81 L 3.84 2,297.50
Min t. ............. ..... ................... 1340 18 443.0

Mj= ...................................... 244.565 a. 66 24. 500Montans ................................................. 2N4n0 .402 37350
Nebraska ................................................. 881J94 1.199 9,768,210
Nevada..................................................... 4.514 .072 4K84000
Now larnpsbfre ........................................... 41,58 .839 4,223% NO

?4a~eze7..............................901.08 & 030 K0.472500

New York.................................. 687.2 10.009 67.8, 250
North Carolina......................... .......... 115,671 1.743 11,76323
North Dakota.......................... ............... 30410 .456 3078.000
OWh .................................................... 414.8 415 422,78
oklaboen................................................ 94%5a6 L44 MO 86000
Oregon..................................................... 867.332 1.014 6544.50W
1en .....n............................................ 508,2n 7.682 a),.71&,500
Rod 3%ad......................9.953 .22 4.06OA5W0
South Caroina.............................7,164 .581 &811,760
South Dakota ... :....... ............... :................... 341918 a5 , 8,3,000
1'enneseee ..................... :.......................... 11. 045Oi 1.79 13t. a9m0
Tesm.................................................... 32Z.459 &.86" 13,653.000
Utab..................................................- 236" .348. 2. 301,750
Vermnont ................................................ 1.253 .471 3,17M230
vfrgnla .................................................. 118878 1.751 118,500
Washloptee ........................................... 1"'8t 3f .8we 19.327.00
Went Virginia..........................................73.043 11101 7. 3L7 750
Wisonda.............................................. 12A.3 2.096H 13.412W0
Wyoming............................................... 8 797M .131 a84 250

TOta.............................................. ,3.0 9972 675,511.000

NoTn.-If the Eoonomen Socuit~y Committee Report extent of7^50,000 aged 83 or over 12 correct. them
there ame approXImately 12.8 percent more persons 65 or over in eaeb State,* but the State percentages of the
national total and of t total cost would remain the terre as above.
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I realize that figures have been presented to you which purfort
to show that only 1,000,000 aged persons would qualify for old-ago
assistance, and that the total annual cost to the States would be
about $111,000,000 annually.

There are several points to be observed about this:
1. If the statement is correct then the Economic Security Com-

mittee report gives either a misleading picture of the gravity of the
situation which it is claimed demands enactment of this legislation,.
or else'is an admission that the legislation can go only 21 percent
of the way in remedying the bad situation which the report says
exists.

2. Regardless of what the material costs are the eventual costs.
will be increased about $100,000,000-divided between States and
Federal Government--annualy if the bill is adopted incorporating
Secretary Morgenthau's suggestion that domestic and agricultural
workers be excluded from te contributory old-age pension system.

3. Many State laws now require near relatives able to do so to
care for aged dependents, but under the bill as it now stands a
State old-age-assistance plan would not secure the Federal subsidy
if it makes such a requirement. If, therefore, the requirement is
eliminated then both the initial and subsequent costs will be much
higher.

4. Under the bill as proposed, moreover, the costs to some States.
might even be considerably higher than those set forth in the fore-
going table. If, for example, the administrator feels that in some
particular State the old-age-assistance plan will not provide reason-
able subsistence unless the State provides say $30 monthly per person
instead of $15, and refuses to permit the Federal $15 to be paid
unless the State does pay $30 then the State cost might well be.
double that set forth--or else the act proposed would fail to accom.
plish its objective.

5. We must consider the potential burden the law would impose.
on States, instead of speculating that the law might work out in.
such a way that the cost made possible under the law might not
actually have to be paid.

INVETMENT OF THE ACCUMULATED FUNDS

Sections 404 (a) and 604 (a) provide that the Secretary of the.
Treasury may invest or reinvest all or any part of the 'oldage-

funds "and "unemployment trust fund" in either (x) :
any primary obligation of the United States or in any obligations guaranteed-
as to both principal and interest by the United States * 4 0 by purchases-
of outstanding obligations, at the market price thereof, or, on original Issue at
par-
or (y):
obligations acquired by the fund on original issued, which are issued exclusively
to the fund * * * notwithstanding the availability in the market of obli-
gations of the United States bearing the same or different interest rates

We believe that in view of their complexities and possibly serious
implications these investment provisions require detailed study by
expert governmental and private financial authorities. The extreme
importance of this problem is indicated in the following extracts.
from A Program for Unemployment Insurance, published in 1934 by:
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the University of Minnesota; among the authors of the book is A. H.
Hansen chairman of the Unemployment Insurance Subcommittee of
the Technical Board of the President's Employment Security Com-
mittee.

The effect of the purchase of Government bonds during the boom period would
clearly be to stimulate investment * * * a stimulus toward longer capital
investment would therefore follow from this policy and the boom would thus be
intensified. On the other hand, the payment of unemployment benefits from
the sale of bonds during the depression period would necessarily tend to de-
preciate the bond market and intensify the liquidation process, and to this
extent increase the severity of the depression (pp. 184, 185).

There are other extremely important aspects of the investment
problem. For example, if the Treasury competes in the open market
for Government bonds as is permitted under this bill, it will natu.
rally increase their price, with two effects:

(1) Insurance companies, hospitals, universities, and endowments which
subsequently purchase Government securities will receive a lower percentage of
income on their investments-which, for example, would Increase the cost of
life Insurance.

(2) The yield to the Treasury upon old-age fund and unemployment trust
fund Investments will almost certainly be less than the estimated 3 percent
(report, p. 26).

Serious consideration must be given to the fact that creation of
such a huge market for Government bonds establishes an artificial
situation; an artificial base for Government credit. It thus encour-
ages further Government borrowing and opens practically unlim-
ited possibilities of reckless public financing since there would be
enormous pressure from without, and perhaps Irom within, upon Con-
gress to authorize accumulated reserves. It will be recalled, more-
over, that comparatively recently when a reserve was accumulated
under the Federal civil service retirement and disability fund, those
who had paid into the fund clamored that the reserve was in fact a
surplus and besieged Congress to use what was a trust fund for future
payments to establish immediately increased benefits. How much
greater will the pressure for distribution *of reserves be in a system
involving millions of persons instead of 400,000? With billions of
dollars apparently in the Treasury how great will the pressure be
for vast Government expenditures of all kinds from these funds
The gravity of this problem has been pointed out in these hearings by
the distinguished chairman of the committee who called attention
to the " political agitation" which would exist to " dissipate any
reserve that had been built up" (hearings, pp. 204-205).

If such a distribution or spending program should once be started
it would grow like a snowball and would lead to practically uncon-
trolled Government spending end impaired Government credit.

We must realize, too, that the ultimate total amount involved is
$52,000,000,000-the combined unemployed compensation and con-
tributory old.age pension reserves--an amount far greater than our
national debt has ever been; an amount exceeding our total national
income in many years. There might, moreover, be added to the old-
age and unemployment reserves additional large reserves accumulated
from the sale of annuity certificates.

Senator CouzieN. Are you going to offer any suggestions as to
how these reserves should be kept?

p,
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Mr. SARGENT. I am not prepared to do that. I have studied this
for some time. I was formerly instructor in finance in a university
and I believe it is so complicated it requires months of study instead
of merely the few weeks which have been available since this bill
was proposed.

Senator COUZENS. Then you believe we ought to postpone this
whole thing?

Mr. SAOGENT. Only as far as the investment of funds is concerned.
Senator CouzE.s. In other words, you would pass the bill and leave

that part and make another bill to cover that field?
Mr. SARGENT. I would certainly provide more specifically as to meth-

ods of doing that. For example, the advisory council recommended
that the funds be put in the hands of the Federal Reserve Board.
That is not contained in the bill as it is now. It is proposed to put
it entirely in the hands of the Secretary of the Treasury providing
two methods of investment, one of which opens up serious possibili.
tics, Rnd Mr. Hanson, who testified before you recently, observed, that
on the upward curve it would intensify a boom, and on the downward
curve it would lengthen a depression.

On the question of the defects in the bill generally, would it be
possible to bring out these specific points in a few minutes tomorrow?

Senator 1IARKLET (acting chairman). I do not know. We have
Dr. 'Townsend for tomorrow. You have your statement prepared
in writing?

Mr. S.:.rT. I have it. in writing, but I think some of the things I
havo would bring out questions.

Senator BARKLEY. I have no authority to change the program.
Senator Co.NNL;,LY. If you are going to be here anyway, you

might come and we will take a chance on working you in.
Senator BARKLL-Y. The chairman has arranged the program for

tomorrow and I am not in a position to change it. If you want to
take a chance on it, you may do so otherwise of course, your state-
ment will go into the record as you have prepared it. I do not know
what to suggest in the way of offering an opportunity for tomorow.
I imagine we are going to be pretty well filled up.

Senator CoNNALLY. You might hold yourself ready, and if there
is opportunity tomorrow, we might be able to hear you.

Mr. SAROFNT. I will ask the reporter to take the paper then, as
you suggest.

(The statement referred to follows:)
Further attention Is called to the fact that when annuities or other types

of insurance are bought from a private company the premiums are In normal
times ordinarily invested In the bonds of railroads, public utilities, and in
real-estate mortgages, so that expansion in the capital-goods industries is
stimulated. However, the Investment of such sums in public bonds by the
purchase of annuities from the Government will inevitably divert a large
amount of Investment funds from private uses and so tend to retard in.
dustrial development.

This program, therefore, involves from many angles the future economic
welfare of the entire country; we must beware that It Is not permitted
to create dangers worse than the social ills It Is intended to relieve.

We therefore urge that this committee call before It for consulatlon upon
the entire investment problems, both Treasury experts and private ftianctal
authorities.
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In addition to the previously presented base points which should govern
consideration and action on this bill, the bill is in our opinion unsound In
many vital respects. Among the economic and administrative defects which
render It unacceptable in its present form we list the following:

TITLE I

1. Section 2 provides that when the State legislature Is not in session the
governor of a State may signify the State's acceptance of Federal appropria-
tions for old-age assistance. We believe It Is unwise for the Federal Govern-
ment to commit itself to appropriations in this manner without more specific
assurance that the State as a whole desired or needed such appropriations,
or that the legislature would subsequently ratify the governor's action. It may
be pointed out, moreover, that gubernatorial acceptance alone does not mean
that any plan the legislature might subsequently provide or approve would
meet the Federal standards specified In sections 3 and 4. We understand
further that in at least some States a constitutional amendment would be
necessary to enable the governor to take the action authorized in the pending
bill.

2. Section 3 declares that "old-age assistance shall mean financial assist-
ance." If assistance Is to be provided we have no objection to financial as-
sistance being permitted, but apparently the language quoted In section 8
is open to the Interpretation that all assistance must be financial In char.
acter. In other words, that assistance given each individual must be given
exclusively in the form of money. In our opinion this is unsound. We refer
your committee specifically to the New York and Massachusetts old-age-assist-
ance laws, the former being endorsed by President Roosevelt; the principles
of these two State laws are sound on the whole, and they do not restrict the
provision of assistance to money alone, They permit the giving of assistance
In other ways If the needs and condition of the particular Individual render
such other treatment preferable.

3. Section 4 provides in paragraph A that the State government must give
"substantial financial participation" in a State old-age-assistance plan. The
term "substantial" Is too Indefinite; a more specific standard should be pro-
vided as to the total amount or proportion which should be contributed by the
State government as such.

4. The bill as drawn would appear to disqualify, as concerns eligibility of
States to receive Federal assistance, existing State old-age pension or assistance
laws which require the furnishing of aid to aged individuals by close relatives
(cf. sees 3 and 4).
5. Section 4 provides that a State old-age-assistance plan shall be approved

by the administrator "only If such plan" contains certain provisions. This
language is open to the Interpretation that while the State plan must conform
to the standards specifically listed, it would be possible for the administrator to
require additional standards for his approval of a State plan.
0. Sections 2 and 4 require approval by the administrator of State old-age.

assistance plans. Section 0 (e) provides for withdrawal of such approval by
the administrator, In neither case Is there any provision for a review before
an Impartial tribunal over either an initial refusal to approve or subsequent
withdrawal of approval. The same objection applies to the approval and with.
drawal of approval of Federal appropriations for State plans providing for aid
to dependent children (sees. 2D4 and 106 d).

7. Sections 9 and 209 (title I) permit the Federal Emergency Relief Admin.
istrator to employ "experts, assistants, clerks, and other persons" without ref.
erence to the civil-service laws, although in section 401 (b) the Social Insur-
ance Board, In its employment of regular officers and employees, is "subject to
the civil-service laws."

vrIFL T&i

1. In section 307 the definition of employers upon whom the employment
excise tax Is levied specifically excludes States and their political subdivisions.
We suggest that here and In the corresponding definition In section 006 the
language be amended to conform to the Federal income tax, under which the

116807-3---- 1
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Federal tax is levied upon employees of State and local proprietary operations,
such as publicly owned waterworks, street railways, and electric-light plants.

2. We believe that both employees and employers should receive a credit
allowance against the earnings and employment excise taxes provided In se.
tions 301 and 302 for contribution to plant old-age pension plans whose age and
iyment provisions meet the standards specified In section 405 (a) of title 4.

Proper provision should be made to transfer to the Federal old-age fund of
accrued plant-penslon credits where workers leave employment for any reason
before the age specified In the Federal act. Such tax credit would be analogous
to the credit provided for plant guaranteed unemployment plan as permitted in
sections 60 and 608 (c).

TITIfl IV

1. We direct attention to the fact that section 401 (a), providing for estab-
lishment of the Social Insurance Board, does not require Senate approval of
board members, although such approval Is required for members of other Fed-
eral boards of comparable importance, such as the Federal Trade Commission
and the Interstate Commerce Commission, neither of which has authority over
the expenditure of the vast sums contemplated In this bill.

2. We believe the committee should carefully review the question as to
whether contributory old-age pensions should be provided through one standard
old-age-pension law to be administered entirely by the Federal Government,
or whether there should be provision for flexibility through State laws end
primarily State administration of such laws. Title VI for such flexibility
provides In State uneinployment-compensation laws, and it has been sug-
gested that this bill might consistently provide for minimum Federal old-age-
pension standards, on the same general Federal and State financial basis as Is
provided in the State unemployment compensation laws in title VI. The
criticism is made that such a plan mut be on a national basis, since In some
States the age distribution Is such that it would be extremely costly to provide
a State pension plan. Consideration might well be given, however, to the
fact that the vast bulk of the population and of the United States is in States
whero there is sufficient diverilliatlon both of population and industry to
provide coverage under State laws. The small minority of population in other
States could be provided for through State old-age-assistance laws as set forth
In title I. It may be pointed out that some ')' States now have laws which
In ninny respects conform to the State old-a ,.-asslstance plans specified in
title I, and which have been endorsed! as socially adequate by proponents of
the present legislation. Moreover, the existence of State contributory old-
age-penslon laws would permit pension payments consistent with the varying
wage scales in the different States.

3. Section 407 (a3) provides that unemployment compensation should be paid
"to all persons eligible thereto", under the respective State laws. It Feems
n-onslstcnt to then prolde, as does section O0, for regular payment of
ine ployment-coimpensa tlon tax into the Fedenil Treasury upon wages paid
all employees, regardless of whether the law of the State in which the em-
pjloyer is stunted renders any of his employees Ineligible to receive unem-
ployment benefits.

4. SectIon 401 (a4) requires that all unemployment compensation be paid
through public employment ofikes of the iO ", although some of the

States might have available or prefer other methods of making such pay-
meats. Under the bill as now planned the State administrators are given no
latitude to prescribe places of uneinployn eait-compensatlon benefits.

TABLE V

1. The entire provision for issuance and sale of annuity certificates by the
Social Ilisurance Board is unjustified and unwaiwrranted, since it puts the
Feleral Government In competition with c-xisting private business.. If this
provision, as contaited In the law, is passed, provision should be made for
Including in the cost of such annuities, allowances for taxes and other items
of overhead which must be borne by private Insurance companies.

2. Section 501 provides that the annuity amount shou'd be based on premium
paid, plus Interest accretions, yt section 02. specifically permits deferring
"lnyment of Interest ", which would mean that despite payment of premiums
which should be suflilclent to assure the annuity specified at age 65 the Social
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Insurance Board might, if it considers Its funds Insuflclent, or for any other
reason, reduce the amount of the annuity by deferring that part of the annuity
attributable to interest accretions, and there is no lmilt specified as to the
duration of such annuity reductions. The purchaser of the Government annuity
certificate would, in other words, have no assurance that he would receive at
age 65, and after, the monthly amount specified.

TABLE VI

1. In connection with Eection 601 it may be noted that If any State does not
provide for contribution to a State unemployment compensation fund until
after January 1, 1930, (luring such Intervening period the employer must pay
his full unemployment compensation tax Into the Federal Treasury without
being able to obtain any portion of the 90-percent credit provided in section 602.

2. It Is now provided In section 601 that during the 8 years beginnin-, Jan-
uary 1, 1936 the unemployment excise tax upon employers shall vary between
I and 3 percent, and that after the first 8 years the tax shall be 3 percent.
During the first 3 years the percentage of the tax is related to the Federal
Reserve Board's adjusted index of total industrial production averages for
the years 1923 to 1925, Inclusive. We believe it is essential to point out in
this connection our belief that new cost burdens should not be imposed upon
Industry, thus increasing the price of goods which agriculturists must pur-
chase, and thereby further Increasing the disparity between Industrial prices
and agricultural prices, until farm buying power Is increased. In this con-
nection I direct your attention to the following statement made by Mr. Louis
IT. Bean, of the Agricultural Adjustment Administration, during the National
Industrial Recovery Board hearing January 31:

"Policies that tend to raise prices to the producer, whether they are due to
increasel manufacturing costs brought about by the sharp reduction in hours
or to distribution costs, tend to widen the gap between farm and city prices,
which, from the standpoint of stabilization, need actually to be brought clos-r
together. Agricultural prices were 38 percent below 1029 during the year 1931
and 31 percent below in December, while industrial prices were only 13.5 per.
cent below."

It is obvious that this bill would impose large additional taxes upon Industry.
Consumers as a whole, and particularly agricultural consumers, wculd pay
more for their purchases as 'he tax burden upon industry is Increased. We
suggest that the committee carefully consider the Advisability of providing that
the pay-roll tax should not exceed 1 percent of the employer's pay roll until
the ratio of prices received to prices paid by farmers, as reported by the Bureau
of Agricultural Economics, reaches 84 percent of the average for the years 102 3
to 1025, inclusive. If after the first 3 years the two levels, both industrial
production and farm buying power, are not at the 84 percent level, then the
tax should be further rexluced to say one-fourth or possibly one-half 4if 1 percent
until both Indexes reach at least the 84 percent level. The State of Wisconsin,
moreover, provided that the State law Imposing a pay-roll tax burden upon
employers should not became effective until a certain employment average In
the State was reached. We suggest to this committee the advisability of care-
fully considering Incorporating a provision In the pending bill that if any State
in its unemployment compensation law establishes a State-wide Index of indus-
trial production or employment which must be reached before payments are
made into the State fund, that employers of such State during such period shall
either be exempted from contribution Into the Federal unemployment trust
fund, or shnll at least receive credit against their Federal tax of 90 percent
of the amount of such tax. Otherwise, there is a Federal tax penalty on
employers in a State when the State itself believes It would be unwise to collect
such tax.

* 3. Under section 601, the entire employment excise tax is paid by the em-
ployer. The earnings and employment excise taxes to be paid Into the old-age
pensirm fund, as provided by titles III and IV, provide for equal payzmtnts by
both employers and employees. We suggest to this committee careful con.
stderation of providing for payment into the unemployment trust fund by em-
ployees as well as employers. In every operating foreign system both employers
and employees contribute. I direct your attention In this connection to the
following remark made by President Roosevelt when Governor of New York in
addressing the New York State Federation of Labor at Buffalo, August 27, 1930:
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"I hope that the next administration and the next legislature will take up a
practical, dlflnite study of unemployment insurance, avoiding, of course, any
form of dole, and basing their investigation on sound insurance lines under
which the State, the employer, and the employee would all be joint premium
payers."

4. Section 002 (2) declares that unemployed persons shall not lost their
right to benefit payments because they refuse to accept work at wages "sub.
stantially less favorable than those prevailing for similar work in the locality."
This language should certainly be more clearly defined-is "similar work" any
Job in the locallty-perhups the highest paying of many employers, or does it
mean, as I think it clearly should, the wage being paid for the majority of
private work in the same trade and industry? Under the bill as it now stands
the Secretnry of Labor Is given inside authority to practically dictate the wage
which shall exist in every trade in every locality.

5. Section 02 (e3) is objectionable as prohibiting requirements that em-
ployees join a so-called "company union ", while not prohibiting compulsion
upon the employee to Join any other form of labor organization. As it now
stands this language would permit a requirement that employees belong to
communistic or other radical labor organizations. We respectfully suggest
that the Government has no legal or equitable right to discriminate either be-
tween individuals or groups of citizens and that it should make no require-
ment, and should favor no requirement, that employees be required either to
Join or refrain from joining any lawful labor or other organization.

6. Under section 006 the tax on an employer is upon "the total amount of
all wages paid * * * to persons employed by him." It Is unreasonable
and discriminatory to require the payment of any such tax upon the wage of
employees who are not eligible to receive compensation payments under the
law of the State In which the employer Is situated (section 407 (a3), 602 (e),
and 006, lines 10, 11, and 12 on p. 47).

7. Under section 606 only employers, and their employees, of four or more
persons are taxed or covered. Why four? Why not three or five? Since a
Federal record must be kept on every employer of one or more persons in the
contributory old-age pension system which would be established, it should from
an admlulstrative standpoint be no more difficult to provide that the unem-
ployinent compensation provisions shall also directly affect all employers of
one or more persons. Moreover, under this law a person normally employing
less than four persons, who employs five or more for one quarter of the
year-for plowing, harvesting, lee-cutting, ete.-must pay his one, two or three
employees the entire remainder of the year.

8. Under section 02 an employer may receive a credit of 90 percent for
contributions to a State unemployment compensation fund. In the absence of
any contrary provision it would appear that such State law may provide for
either a central pooled reserve, an industry reserve, or a company reserve
basis. Under section 607 an employer may receive additional credits against
his Federal tax, if he has been permitted to decrease his State tax to a lower
point than the Federal tax. For example, the standard Federal tax is S
percent. The standard State tax Is, we will assume, also 3 percent. But the
State law permits an employer because of a favorable employment record, or
some other reason, to reduce his tax to 2 percent. Under normal conditions
the Federal tax will be, let us say, $300 on the employer's pay roll, and the
State tax $300. The employer, however, would receive credit of $270 against
his Federal tax, thus paying $30 to the Federal fund and $300 to the State
fund. If the employer Is allowed to reduce his State tax to $200, he would,
in the absence of provision for any further credit, receive a Federal credit
of $200, and pay a Federal tax of $100 plus a State tax of $200. The pro-
visions for additional credit in section 607 would, however, permit a Federal
credit of $270, thus making the Federal tax $30 and the State tax $200.

But under section 08 the additional credit provided in section 007 will not
be granted unless the employer has ever since contributions "were first
required of him" contributed to a "pooled fund at least 1 percent
of his pay roll."

In other words, the bill apparently allows the State governments to have
pooled or reserve plans, but in fact to coerce them Into creating pooled funds
by specifically providing that employers will not receive credit for favorable
employment records unless the State has such pooled funds. It will be observed
that provisions (b), (c), and (d) of section 602 are of an optional character,
while provision (a), relating to pooled funds, Is apparently mandatory. We
urge that each State be fully and actually allowed to determine for itself
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whether it desires to establish a pooled fund, an industry reserve plan, or a
company reserve plan as the basis of Its law.

(9) Section 008 (b) stipulates that if a State law permits or requires a
separate reserve for an employer, or a group of employers, and allows reduc.
tion or elimination of payments by such employers, that no "additional credit"
against the Federal tax can be obtained unless the reserve account at issue
"amounts to not less than 15 percent of the State pay roll of such employer or
group of employers.

Accepting for the present the Economie Security Committee estimate that
there is a normal unemployment of 8 percent (report, p. 1) then the 15 percent
reserve is obviously unreasonably high; moreover, since the employer or group
of employers in question would be allowed to reduce their contributions to
the State fund only because of exceptionally favorable previous employment
stabilization records, the 15 percent seems completely out of question. The 15
percent Is approximately twice the S percent unemployment average; the 15
percent might well be reduced to 0 percent, or the equivalent of total contribu-
tions for 2 years.

10. In paragraph (c) of section 008 we believe the 7 guarantee Is too high;
it is altogether disproportionate to other tax and payment provisions In the
bill. This could, it would seem, be reduced to at least C percent.

11. Under section 002 the standards required for State unemployment com-
pensation laws would apparently permit unemployed, seasonal, and casual
workers to receive benefit payments on the iame basis as other workers. This
is such an important aspect that the recommendations of the Economy Security
Committee (report, p. 18) should be incorporated in the bill itself.

12. The standards for State unemployment compensation laws are deficient
In not requiring applicants for benefit payments to be abje to show that they
are genuinely seeking work and in not requiring them to report regularly to
local or district State administrative officials. When the English Govern.
ment removed the requirement that applicants must show themselves to be
genuinely seeking work there was n large Immediate increase in the number of
applicants for unemployment benefits.

13. The standards fur State unemployment compensation laws are also
deficient in not providing, in order to prevent fraud, that nil persons for whom
contributions mre made should be properly registered, and all applicants for
payments properly identified. The same protection should be provided in
connection with the contributory o1-age-pension system.

14. The standards'for State unemployment compensation funds are inade-
quate, moreover, in not protecting solvency of such funds by providing that
payment to any individual should be directly related to the number of weeks
of his previous employment: that Is, the period for which contributions have
been made on his behalf to the State fund. This is recommended in the Eco-
nomic Security Committee Iteport (p. 18) and should be in the bill. We direct
your attention in this connection to the following statement made by Presi-
dent Roosevelt when Governor of New York, before the New York Life Under-
writers Association:
-" It Is of the utmost importance that unemployment insurance, like the other

forms, be based on sound actuarial tables. This is the fundamental which
will prevent a mere dole or gift on the part of either private agencies or
gorrnments themselves." (Insurance Federation News, April 1931.)

15. We further suggest that the standards for State unemployment compen-
sation laws are deficient In not prohliliting Iynment of benefits to those who
have voluntarily left their work, either by going on strike or otherwise. The
Wisconsin law and every European unemployment law provide that unem-
ployment duo to trade dispute shall not be compensated.

10. The standlards for State unemployment compensation laws are further-
more deficient in not providing that workers discharged for cause should be
treated on a different footing than workers wsh lose their jobis through no
fault of their own.

VAGUENESS TI:t OUtiour hi|.

This bill is rephte vith indefinite phrases and standards which are open
to at least two serious objections:

(a) They make It dflffiult to know what the bill actually proposes.
(b) They supply an insufficient guide to those charged with administration

of the various parts of the proposed law.
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Among the many standards set forth in the bill which are so vague and
Indefinite as to challenge curiosity, defy exact Interpretation, and puzzle
administrators, we find the following:

1. Sections 3, 4, 203, 204: "Reasonable subsistence compatible with decency
and health."

2. Sections 4, 204: "Substantial" participation by State governments as such
in State plans.

3. Sections 20K, 400, 701, 702, 703, 802: Apportionments of Federal funds "on a
basis of need" (or equivalent language).

4. Secilon 400. "Proper administration of such laws."
5. Section 407. "Reasonably calculated to insure full payment."
0. Section 602. "Substantially less favorable"; "similar work in the local-

ity"; "bona fide labor organization."
7. Sections 701, 702, 703. "Reasonable provision for State administrative

and supervisory services."
8. Section 702. "Adequate facilities."
To Illustrate some of the practical difficulties Involved In connection with

such vague definitions as those quoted:
1. What Is a wage "prevailing for similar work" ?
Interpreting a similar phrase the United States Supreme Court has said:
"The words 'current rate of wages' do not denote a specific or definite

sum." (Coanally v. General Conatruction Oo., 269 U. S. 385; 1926.) One
Secretary of Labor might adopt one Idea as to what constitutes the prevalent
wage and his successor might supply a totally different yardstick. No adequate
standard is provided In this bill.

2. Or what is a "substantially less favorable" wage? One percent less, 2
percent less, 5 percent less, 10 percent less, or 25 percent less? Here again
under the bill as now worded every Secretary of Labor might apply a different
standard.

3. Or what Is a "reasonable" subsistence? Shall we apply an arbitrary
standard for the entire country? Or shall we apply a separate standard for
each State? Rt even in States there are wide variations In living standards
from State to State.

The United States Bureau of Labor Statistics has made no budgetary survey
of living costs since 1918, and the predecessor of the present Commissioner
of Labor Statistics declared that the present Bureau figures as to living costs
In only 90 localities lack "the accuracy which is essential to their usefulness."
This bill provides no standard for determinations of what Is "reasonable."

4. Or take the comparatively simple question as to what Is a "locality."
This Is not, as I gather it, a penal statute, but certainly we should at least
try to have as much accuracy and definiteness in- a bill of this sort as is
required in penal statutes. Upon the meaning of the word ' locality" the
United States Supreme Court has said (ibid.) :

"Additional obscurity is Imparted to the statute by the use of the qualifying
word 'locality.' Who can say, with any degree of accuracy, what areas con-
stitute the locality where a given piece of work Is being done * * * In
other connections or under other conditions the term 'locality' might be defl-
nite enough, but not so In a statement imposing criminal penalties."

CONCLUSION

Mr. Chairman, Ve submit in conclusion that measures designed to
establish permanent economic and social systems should receive most
careful consideration. We pledge our full cooperation, wherever it
may be desired, to this committee in its study of the problems pre-
sented in the pending bill. These problems are so extremely com-
plicated that they really require and justify months instead of weeks
of analysis.

We fully appreciate the seriousness with which this measure is
being reviewed by your committee, and deprecate any attempt to
hurry- the committee to a definite favorable recommendation of a
substantially unchanged bill. Daniel Webster in discussing a
measure of similar import well said, in effect, that "it would be
better to have no bill than a bad bill."
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This bill has three principal divisions: (1) the establishment of
a permanent Federal-State old-age assistance system, which is de-
aired in part, however, to also relieve the present emergency situa-
tion; (2) the establishment of a permanent Federal contributory
old-age pension plan; (8) the creation of a permanent Federal-con-
trolled system of State unemployment compensation, neither of the
latter two having any possible beneficial result in the relief of pres-
ent distress and indigency.

The Federal standards set up for the proposed State unemploy-
ment compensation laws are both inadequate and in opposition to
lessons learned from foreign experience.

The unemployment compensation tax proposed ignores, moreover,
the fact that additional cost-increasing burdens should not be im-
posed on industry until farm buying power increases.

The Federal contributory old-ago pension system raises questions
of actuarial solvency, of investment of funds, of stability of Federal
financing, of possible raids on reserve funds, of whether this gener-
ation should arbitrarily compel future generations to bear our
burdens-all questions of such extreme gravity, surely, that they
merit long and calm review.

This bill permits arbitrary Federal attempts to control both liv-
ing standards and wages in every part of the country.

This bill, as it has been formulated and presented to your com-
mittee, not only necessitates an elaborate administrative system and
is filled with vaguely defined standards, but it violates principles
enunciated by the President, disregards opinions of actuaries con.
suited by the Economic Security Committee, and in many important
respects disregards advice tendered upon request to the Economio
Security Committee by its advisory council.

Finally Senators, we commend to your attention the belief by
Edmund burke that it is-

Better to be despised for too anxious apprehensions than ruined by too
confident security.

The CHAIRMAN. The next witness is Benjamin C. Marsh, of Wash-
ington, D. C., representing The People's Lobby.

STATEMENT OF BENJAMIN 0. MARSH, REPRESENTING THE
PEOPLE'S LOBBY, WASHINGTON, D. 0.

Mr. MARSH. Mr. Chairman and members of the committee, I ap-
pear on behalf of The People's Lobby and would like to make some
comments on this bill, with your permission.

I want first to discuss the general principles involved, but to point
out that in our judgment the bill should not be called a security
bill or social-security bill for two reasons: The first is that you can-
not make any individual secure in the unstable insecure situation in
America today, which is daily getting worse and more precarious.
The only thing that is preventing a complete collapse is the fact that
the Government is continuing the policy inaugurated under Presi-
dent Hoover-I am going to be frank and not play any politics--
of giving Government credit to maintain values which are water
in the main. The proposed banking bill premits a complete shift in
the whole banking policy of the country tinder which banking de-
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posits were suppbsed to be liquid, permits banks in order to enable
them to earn a profit apparently, to go into mortgage business and
to loan. 75 percent of the actual value of real estate, which, of
course, is a wild guess, since the present value of land in cities and
farms is two to three times what the people can stand.

No citizen is more secure than the economic system of which he is
a part. That this fact is appreciated is indicated, I may say, because
last wjfek, Saturday, I spoke for 20 minutes in a coast-to-coast hook-
up on the N. B. C. We have gotten in around 1,400 letters already
from about 30 States expressing appreciation oi the very thought
I have given today.

But if you are going to attempt to have security of ally sort it
cannot be done as this bill contemplates. The words "unemploy-
ment insurance "1, as far as security is concerned, is a mnisnomner.
It cannot be put on an actuarial basis. We cannot Mey upon any
individual -employer continuing in business fcr a stated time, an'd
you cannot hlhim responsible, unfortunately, to maintain people
if he is bankrupt himself.

The seriousness of the situation is entirely ignored in the Wagner
bill, and I am going to quote a little from the report of the com-
mittee on economic security which was headed by Secretary of Labor
Perkins, as chairman, and the other members I think you all know.

On page 2 of that report the statement is made that at least one-
third of all of our people, upon reaching old age, are dependent upon
others for support, and less than 10 percent leave an estate upon
death of sufficient size to probate. Of course, if they do not leave
an estate of sufficient size to be probated, that means that they have
not enough to live on as income from it.

Further on they state:
The one almost all-embracing measure of security Is an assured income. A

program of economic security, as we vision It, must have as its primary aim the
insurance of an adequate income to each human being in childhood, youth,
iniddle age, or ol age--in sickness or In health. It must provide Safeguards
against all of the hazards leading to destitution and dependency.

This bill ignores all of these principles. I will give some more
brief references from this committee's report on this bill. It is en-
titled to be called a swindle on the American people. It says: "In
1930 there were nearly 6,500,000 people over 65 years of age in the
country, representing 5.4 percent of the entire population. * * *
It is predicted, on the basis of the pl-seit ,population trends, that by
1940 6.3 percent of the population will be 65 years of age; by 1960,
9.3 percent; and by 1975, 10 percent."

Further on the same )page it says that " The number of ol people
now in receipt of charity is probably in excess of 1,000,000." And
further, "At this time a conservative estimated is that at least one-
half of the approximately 71/2 million people over 65 years now living
are dependent."

Taking those two statements together, you will realize that we vill
take conservatively 3,1r50,000 ages people are dependent, only 1,000,-
000 are being, taken care of by public charity, and that means 2,750,000
people are dependent for existence in this wealthiest country in the
worhl upon sponging upon their relatives. How much money would
be necessary in order to take care of them? They make an estimate
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also which is, in my judgment, very striking-I don't know how it
escaped public notice as much as it has-they say at page 25:

Men who reach 05 years still have on the average 11 or 12 years of life
,before them; women 15 years. A man of 65 to provide an income of $25 permonth for the rest of his life (computing interest at 3 percent) must have ac-
cumulated approximately $3,300; a woman nearly $3,000. If only this amount
of income Is slowed to all of the people of 05 years and over, the cost of
support of these aged would represent a claim upon current national produc-
tion of $2,000,000,000 per year.

How much does this bill carry? We have not got the exact figures
I concede, but the estimate was made as to how much would be paid
out under this bill. I believe the highest is $125,000,000 by the
Federal Government-50,000,000, or something like that. to start on,
and if they paid the full amount of $125,000,000 and the same amount
was duplicated by the States, you would have $250,000,000, and this
committee on economic security says that the support of the aged
would represent a claim upon current national production of $2,000,-
000,000 a year.

Another point I would like to make from this committee's report
on economic security, the President's committee, it says that there
are 300,000 dependent and neglected children, 600,000 people who
are physically handicapped 200,000 who come as delinquents an.
nual ly before the courts, and 75,000 illegitimate children born every
year. They also make the statement that there are at the moment
over 7,400,000 children under 16 years of age on relief rolls.

And what is the proposal of the Committee on Economic Se-
curitv? I do not mean to criticize individuals, but this bill can
onlybe construed and described and as I told the Committee.on
Ways and Means, as the President's bill for insecurity to evade
responsibility for unemployment. It is that precisely. It attempts
to pass to the States responsibility for the unemployed, although the
Federal Government now for nearly 2 years, and this administration
has been telling us not that prosperity was around the corner, upon
which millions of people waxed fat under the Hoover administra-
tion, that prosperity is here. It attempts to compel the States to
establish State unemployment-insurance systems which is thoroughly
impractical-the States cannot be held responsible for that.

There is only one honest thing, and every member of this commit-
tee knows, for any administration to do-I don't care whether it is
Republican or Democratic or Communist or Socialist-the Federal
Government or the so-called "government" of every country has to
maintain its people.

I have been this past summer in the four Scandinavian countries;
also in Russia Germany, France, Poland, and England. Despite
the poverty, relatively, of most of those countries, their national nov-
ernments are accepting the responsibility of seeing that people have
either relief or employment. Our Federal Government, on the con.
trary, is refusing to do this, and is attempting to pass to the States
the major responsibility for the inevitable collapses of the stupid
policies euphemistically designated "the new deal" that is shown
in their passing the buck, to use polite language, or attempting to
place the responsibility upon the State government. Of course, it is
futile to continue the policy we have up to date of taxing the poor
to maintain the starving. The results of continuing this for some
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time, and it is what we have been doing for quite a bit of time, is
that you are crowding the people of moderate means into the ranks
of the unemployed, or undernourished.

I would like to call to your attention that under the President's
so-called "security plan ", which we designate correctly as the "in-
security plan ", the total outlay of the Federal Government for the
fiscal year 1936 will be, in round figures, $100,000,000 as estimated by
the l ew York Times, of these following items: Old age, $50,000,000;
unemployment insurance, about $5,000,000; mothers' assistance, $25,-
000,000; maternal and child health, $4,000000; crippled children,
$4,000,000; child welfare, $1,500,000; public health, $10,000,000.
Each succeeding year after 1936 the aggregate is going to be in the
neighborhood of $220,000,000 under this plan, but you will see that
really the total unemployment insurance the first year, $5,000,000,
amounts, if you have 10,000,000 people, to 50 cents a year. I tell you
that any administration that thinks that 50 cents a year, any admin-
istration that thinks that, is not entitled to be perpetuated in office
because after next year they get $5 apiece, and we are spending
billions today and not providing decent standards of existence for
them today.

Senator HASTINGS. Are you not misinterpreting what is meant by
that $5,000,0001

Mr. M&sa. That is the Federal Government's contribution for
the unemployment insurance fund.

Senator HASTINOS. It is not expected that that $5,000,000 will do
anythingmore than help get the plan started. It is not intended to
be distributed among the unemployed as you suggest.

Mr. MARSH. I pointed out that you cannot put this on an actuarial
basis; it is out of the question. The Government has got to insure
its people or they are going to starve, 5,000,000 of them for the next
7 years, and I am going to read to you, if I may, the figures from
the British experiment.

Senator HAsTINos. I just did not want the record to show a clear
misinterpretation on your part of what the administration expects
to do with that $5,000,000 when you talk about it being 50 cents a
year for the unemployed.

Mr. MIARSI. My point was this, and I would hold the same thing
exactly if, when, and as the Republican Party comes back into power,
that the Government has got to provide work or we are going to have
an army of 5 to 6 million unemployed for years, or it has got to
maintain them.

Senator COUZENS. We know, of course, that you are against the
bill, but will you tell us what your solution would be? I think that
would abbreviate the situation, would it not?

Mir. MARSH. I thought you might be more inclined to accept my
solution if I pointed out the necessity for it. If that is admitted-

Senator Couzn.s $interposing). I think it is a reflection upon the
committee that we do not know the situation. We would like to
know what you would do.

The CHAIRMAN. Mr. Marsh, I would like to ask you how much
time you will take this morning

Mr. MARSH. About 10 minutes more if you can grant it.
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The CHAIRMAN. That is all right. May I say that these matters
you want to read from, if you will mark them and just give them
to the stenographer so that you can point out constructively what
you would do under the circumstances.

Mr. MARSH. Surely.
The CHAIRMAN. So that you can elaborate in that way if you

want to.
Mr. MARSH. May I read in an article from the New York Times

of Sunday, February 10, on social security, what the nations have
done' countries that have pioneered in the field?

Senator CouzaNs. Why not put it in the record? Most of us
have read it.

Mr. MARSH. If I may; yes.
The C iMasAN. Do you want it all to go into the recordI
Mr. MARsH. It covers several countries, and I think it is really

a very strong statement.
(Reprinted from the New York Times, Feb. 10, 1935)

FOR SOCIAL, SECURITY: WHAT THE' NATIONS DO-REPORTS FROM
CAPITALS OF COUNTRIES WHICH HAVE PIONEERED IN THE FIELD
TIlE UNITED STATES NOW ENTERS

With the eyes of the Nation focused on the President's social-security pro-
posals, the experience of other countries In the field of unemployment, old-age
and health Insurance becomes of Intense interest to the United States.

In Great Britain a wide system of social Insurance Is now taken for granted.
In Germany, too, there are a number of compulsory measures. A more limited
program Is In effect In France. Social insurance has been fostered in such
countries as Italy and Uruguay, while In Austria some setbacks are now
believed probable.

In submitting his program to Congress President Roosevelt pointed out that
his plans did not attempt to achieve the millennium immediately. ills proposals
included: (1) Immediate protection of the needy aged (above -3) through
free pensions not to exceed $3 a month; (2) a national system of compulsory
contributory old-age Insurance; financed equally by employers and employees
without Government participation; (3) a &ystem of voluntary annuities for
those in higher Income groups; (4) a system of unemployment insurance,
financed by a 3-percent tax on pay rolls; (5) Federal grants to States for
assisting widows and children.

For comparison with the American plan the significant facts about the social
legislation of Important countries are pointed out in the dispatches which
follow.
I ITAIN S LAWS E 'NSIN:- SoMIA. SITcvRITY PROOR-'M HAs IiaMN BUILT UP

Si 'SaV 1008

IWirelesa to the New York Times]
Lo.cox. February 7.-The British Slate pension and insurance .sytems for

social security hail their origin in the Old Age PeN-ion Act of 1908, for which
David Lloyd George was responsible in his capacity as Chancellor Uf the Ex-
chequer.

Enigland Is only 3 decades ahead of the United States In welfare lWgi-lation
of national scope and financing, but already takes her expenditures of public
fund-3 to offset poverty as n matter of course. The fact that Britain weathered
through the depression of recent years without violence or threats of revolu-
lion is attributed chiefly to the automatic State aid by which everybody is
cushioned against economic disaster.

Unemployment Insurance began In 1911 as a second step after old-age pen.
sions. The first unemployment-insurnnce law was of modest dimensions, apply-
Ing only to a few selected trades, like shipbuilding and house construction,
which had seasonal slack periods each year. This covered only about 2,000,000
workers.
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THE REVISED LAW

After the war this law was revised to extend its provisions to nearly all
wage-earning groups except agricultural workers and domestic servants. Now
it covers nearly 13,000,000 workers between the ages of 14 and 05), for all of
whom the Insurance is compulsory. The weekly contribution from employer
and employee is Is 8d (41 cents), to which is added 10d (20 cents) by the
Exchequer.

The weekly benefits over a period of 26 weeks of enforced idleness are 17
shillings ($4.25) for men and 3.75 for women. There is an additional allow-
ance of $2.25 for each adult dependent and 75 cents for each child.

The receipts from employers and employees in 1933, the latest year for
which full statistics nre available, were £38,098,314 ($100,491,570). The Ex-
chequer contributed £1,918,223. But the State had to supplement that by a
further payment of £53,785,682 to take care of workers who had become dis-
qualified by nonpayment of premiums through long-continued periods of
idleness.

MORE AID PIANNFD

New legislation, which went Into effect this year for unemployment assist-
ance apart from in-uranve, was Intended to relieve the strain on the over-
burdened Insurance fund. There are about 17,000,000 persons within the scope
of the new assistance scheme, although the Government estimates that only
3,000,000 will actually need assistance at nny one time. This law is primarily
to abolish the old poor-law system, locally administered.

The allowances granted under the new aslstaance law are $6 weekly for
husband and wife, $4 for a single maa and $3.50 for a single woman.

After a month the Government announced that the machinery under the
new law was defective and promlsd that in no case would recipients under
the old system receive less than under the new. Complaints had been made
that the attempt to set up a national standard had worked hardship In many
instances; that the rent allowances were too low (7 shillings 6 penc--$1.8T
per week-standard) ; that tribunals to hear individual grievances were still
lacking in some cases. It was believed possible that the rent allowance would
be Increased and the family means test modified or repealed.

Another new law to be enacted this year will provide compulsory unemploy-
ment insurance for agricultural laborers, estimated to number 750,000. The
weeL, contributions to this scheme are 8 cents each from employer, employee,
and exchequer. The benefits recommended are $3 for a man, with $1.62 for his
wife, and 50 cents for each child.

Compulsory health insurance was established for nil persons earning not
more than £250 ($1,250) yearly about the sane tine as unemployment insurance.
The emiloloer pays into the fund weekly 3T cents for each man and 27 cents for
each woman employed; of this cost, however, he may get back 18 cents and 12
cents respectively by deductions from pay rolls. The benefits Include free medi-
(al treatment, a sickness benefit for men of $3.75, with $3 for women, and $10
weekly maternity benefit.

Old-age pensioners receive $2.50 weekly under a contributory system from 65
to 70, then come under a noncontributory system, receiving $2.60 If their private
resources do not exceed $315 yearly, grading down to no pension If their
resources are $0. There are about 400,000 widows receiving pensions under
the contributory scheme and 350,000 getting benefits for which they contributed
nothing.

SIX SCIIEME.S IN GERMANY-JOINT CONTRIBUixONS Tim lui. IN OMPuisOa

JNSLRANCE PIANS

iWireless to the New York Times]

BEau.s,, February 7.-There are six kinds of compulsory insurance in Ger-
many. They are for Illness, accident, disability, unemployment, office em-
ployees, and a slclal mine union insurance. All nre either managed or super-
vised by the Government.

Illness insurance embraces all workers, office employees, journeymen, ap-
prentlces, and domestic help earning less than 3,600 marks ($1,440) a year. It
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IProIFO-l&- sick mu eq beginning on the fourth day of Illness anrd continues until
the twenty-sixth week of medical attention. It includes assistance to women
aboat to become mothers. In case of death it provides burial money.

Funds are raised by contributions according to wages by the insured person,
who contributes two-thirds, and his einployer, who pays one-third. Office em-
ployees, however, are entitled to 0 weeks' salary from their employers before the
sk-k money becomes due.

1IAZARDOU6 OCCUPATIONS

Accident insurance Includes persons In particularly hazardous occupations,
such as factory workers, miners, druggists, hospital attendants, chimney sweeps,
window cleaners, and butehers. It provides about the same binef as illness
insurance. In the case of fatal accidents it provides burial money of 50 marks
($20) minimum and a pension for the families. The cost of this Insurance is
levied on employers only.

Office employees' insurance is compulsory disability and old-age insurance
for all office employees earning lea's than 7,200 marks ($2,S0) a year. Contribu-
tions are made by pasting stamps In n book, employees, and employers each
paying half the cost. After having contributed for a minimum of 00 months the
Insured Is entitled to a pension after the age of 65 or earlier In the case of 50
percent disability. In addition the insurance pays the cost of prolonged treat-
ments and, In cases of death, pensions to the families.

DISABITn INSURANCE

Disability Insurance is applied to all members In the Illness Insurance system
who ore not under the office employees' Insurance and in general provides the
same benefits and calls for the same contributions of proportional wages as the
latter excpt that for persons under 65 years of age only those who are two-
thirds disabled are paid.

Unemployment insurance embraces all thozv who belong to the Illness or
office employees' Insurance systems except domestic help and agricultural labor.
It provides benefits amounting roughly to half the weekly wage for 36 days and
may be extended to 20 weeks If the Insured is destitute. Employers and
employees each pay half the cost.

Mine union Insurance applies to all employees engaged in the mining indus-
try and comprises Illness, pension, disability, and office employees' Insurance.

The above insurance systems apply to all private business. Civil service
ofcials and employees have their own illness and pension insurance system,
from which the Government deducts appropriate amounts from their salaries.

VARIOUS FOBuS IN F'RANCs-SICKe8MS, MATESNiry, OcD Ao. ANtD Dni-u ARU

INStISSI AoAINsT

(Wireless to the New York Times)
PARIS, February 7.-Social insurance covering sickness, maternity, old age,

and death became compulsory In France by thie act of April 5, 1,28, which
was finally carried through parliament by Pierre Laval, now Minister of
Foreign Affairs. All employees receiving less than 15,000 francs (,"75) a year,.
or less than 18,000 ($1,170) In certain areas, are Insured.

Employers and employees each contribute to the funds In the proportion
of 5 percent of total salary paid. Payment is usually made by affixing stamps
to the social insurance cards. The State contributes from budget 75,000,00c0
francs ($48,210,000) under different headings.

Insurance is sul.,osed to cover medical attention and pharmacy bills. It
is, however, in actual experience rarely that this Is done. After 6 days' illness
and for 6 months thereafter the Insured person Is entitled to half salary. At
the end of 6 months invalid employees who have been contributors to the
scheme for 2 years are entitled to a pension.

OLt)-AOU PAYMENTS VARY

Old-age pensions are provided from the age of 0) years, or 55 In cases
where the employee has paid contributions regularly since the age of 16. The
amount of pension Is based on the salary and amount of contributions to the
scheme.
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Heirs of insured people have the right to a small capital repayment li the
event of the death of the insured.

Employed women may receive half salary during 6 weeks previous to and 6
weeks following the birth of a child.

There Is no State unemployment insurance in France.

MOVZUZNT GAINS IN ITALY-SOCIAL IxsiRlAac DIVIDE INTO FOUR MAIN
IBaAou.s

(Wireless to the New York TIimes]

Hom, February 7.-Soclal Insurance has received great impetus in Italy dur-
ing the last few years. As conceived here it includes four main branches-
accident, old.age, tuberculosis, and unemployment insurance. These are com-
plemented by the Institute for Maternity and Infancy, which renders valuable
assistance to mothers before, during, and after childbirth.

Accident insurance is a monopoly of the National Fascist Institution for In-
surance against Labor Accidents. It is obligatory, and the premiums, which
are paid entirely by employers, vary according to vocation and average about
10 percent. Benefits include lump-sum compensation for lost wages in eases of
accident, or pensions in cases of total or partial permanent disability or death.

The three other branches are concentrated In the National Fascist Institution
for Social Insurance. The insurance is compulsory and premiums are paid in
equal shares by employers and workers. The premiums vary according to the
weekly wage and average about 10 percent.

About one-quarter goes for unemployment insurance, the remainder being
divided equally between tuberculosis and old-age protection.

Those insured against unemployment number about 4,000,000, agricultural
workers being excluded. Persons receiving benefits average 250,000 throughout
the year. In connection with this scheme there are professional schools, free
employment agencies, a national committee for internal immigration to encour-
age unemployed persons to move to provinces where workers are lacking.

r&= MEDIOAL CASI

The proceeds of tuberculosis insurance are largely employed in the construc-
tion of hospitals, a program providing for 20,000 beds being well on the way
toward completion. An average of 40,000 cases receive free medical attention
yearly.

About 6,000,000 persons are insured under the old-age scheme. Persons re-
ceiving pensions number 380.000, while 60,000 new persons qualify each year.
Annual pensions average 1,000 lire (about $120).

Through legislation for the care of maternity and Infancy about 40,000
mothers rcceive financial hels, and an average of 30,000 receive free medical
attention annually.

Other provisions for social protection include compulsory sickness insurance,
applied at present only to seamen, airmen, and persons employed it the trades.
but which it is hoped will soon be extended to all workers.

DsMxCrr IN AUsTRIAN FU.NDS-CtJMws' UNION MAY HAvE To PAY 20 PE.RM?

OF WAOES

(Wireless to the New York Times)

Vzr..NIA. February 7.-Although Austria has experienced a counterrevolution
In the past year which resulted In the abolition of the republican constitution
and parliamentary democracy, social legislation has not yet been greatly
affected.

Basle reforms are pending for overcoming the deficit In old-age pension
funds, which alone amount to approximately 44,000,000 schillings $9,300,000),
and to transfer responsibility for Sickness insurance from the state to em-
ployces and employers. It Is unofficially reported that the contributions of
both employers and employed will be increased as the services decrease.

The clerks' insurance fund faces an anticipated deficit of 33,000,000 schillings
($6,270,000) for 135. It is believed that contributions will be increased to
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the high figure of 20 percent of salaries, employers and employed each to pay
half.

Payments for Illness, unemployment, and old age are to be reduced. The
discontented victims declare that this Is due to the Fascist government's vast
expenditure for trools and police and the abolition of various luxury taxes
imposed on wealthy Viennese by the former Socialist administration. But
long before the counterrevolution the deficit was growing apace as a result of
the steadily increasing unemployment and the falling standard of living.

Sickness insurance covers a wide field. More than a million and a half
persons are Insured and an additional million family members are entitled to
certain benefits.

Compulsory unemployment Insurance paid for by employers and employed
provides 12 weeks' benefit with possible extension to 30 weeks.

Universal old-age Insurance exists only on paper, as the laws have not been
put Into effect except for clerks, miners, and certain other categories. Un-
employed Industrial workers receive allowances after 00 years of age.

URUO'AY HtAS BROAD PLAN-SOMIAL W 5FA.5E 1POVl5sON5 ARm PARr OF THE
Cossrltl0N

ISpecial cable to the New York Times]

Mo, c rviwo, February 7.-Uruguay Is recognized as one of the world's lead-
ers In social-security legislation. Its far-reaching program of government
ownership and social welfare Is based on the ideal that all citizens should be
employed by the state during their productive years and thereafter retired on
state pensions.

Soclal-securlty legislation here Is closely bound up with government owner-
ship. There are 78 Items In the combined program of final objectIves; 45
items have been embodied In social and labor codes.

The social-security laws have been embodied In the new constitution. The
section on "rights, duties, and guarantees" provides for old-age pensions,
child welfare, state care of mothers, free rviedical attention for the poor. wQrk-
men's accident Insurance, cheap dwellings for laborers, and special consideration
for employed women and children.

Then I would like to give just a brief summary of the report of
the British system in a book, The British Attack on Unemploy-
ment, published recently by the Brookings Institution here. I
will just mark it to save yoir time, but. they say here, pointing out
that of the total amount expended up to March 1934 of $4,486,-
000,000, the employers and workers paid $2,126,000,000, and natur-
ally the government paid the rest, considerably over half.

(The article referred to is as follows:)

Tim BaiTIsH A-TACK ON UNKMPLOMENT

Unemployment Insurance in Great Britain has brought benefits to industry
and the nation, which "probably offset any disadvantages arising from the
cost of premiums", according to a study of the British Attack on Government,
by A. C. C. Hill, Jr., and Isador Lubin, published by the Brookings Institution
of Washington.

The book Is most timely In view of pending social security legislation.
The authors term such insurance preferable to any workable relief system

yet devised from the standpoint of maintaining the workers' morale. Although
agreeing that "no system of unemployment relief can completely escape the
danger of demoralizing some of its beneficiaries", they nevertheless Insist
that, "For every British worker demoralized, a score may owe their self-
respect and personal Integrity to national unemployment Insurance."

The authors report that the British fund in the 14 years ending with March
1034 had Incurred a deficit of approximately $071,000,000, with the pound
sterling at its old parity of $4.8W5. Of the total cost of $4,488,000,000, employere
and workers paid $2,126,000,000 and the national government $888,000,000 in
premium . The remainder, excepting a $107,000,000 surplus carried over from
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the earlier fund which had existed since 1911, came from the treasury. In
all but 3 of the 14 years, deficits resulted.

Disbursements of $788,000000 were made by the fund In furnishing outright
poor relief rather than actual unemployment insurance benefits, as the two
were not segregated completely. This situation was brought about by easing
of benefit requirements. Such payments were. in addition to other large
expenditures for direct poor relief, made chiefly by various governmental
subdivisions.

"British experience ", the authors say, "clearly indicates that an unemploy.
ment insurance fund can maintain its financial solvency only by limiting the
period of unemployment for which it assumes liability."

They deny that the cost of unemployment insurance increased prices so as
to cripple consumption and reduce exports, as has been charged by some
employers, and assert the cost to the employer has been an 

°
1Insignificant"

'

factor In cost of production. For the 14 years, they place it at a maximum of
I percent of the wage bill In manufacturing and mining, wherein practically
all workers are insured.

They hold "the benefits which has accrued to industry and to the nation as
a result of unemployment insurance probably offset any disadvantages arising
from the cost of premiums. L~tbor reserves have remained in fair condition,
the civil peace has been well preserved, property loss resulting from discon-
tented labor has been almost negligible, and purchasing power for certain con-
sumers' goods has been remarkably well maintained. It is peculiarly significant
that industries which rely on the many small purchases of the ' rank and file',
such as the manufacture of tobacco, furniture, the publication of newspapers,
and the distribution of commodities have suffered little from unemployment."

"Constant tinkering with the requirements for unemployment benefits ", the
authors say, "has made it Impossible to maintain the British unemployment.
insurance fund In a state of solvency."

For the decade prior to 1931, when the average percentage of unemployment
is placed by the authors at approximately four times that of the previous half
century, "successful governments permitted unemployed persons, and even gave
them the legal right, to draw benefits from the national unemployment-Insurance
fund despite the fact that they had exhausted legitimate insurance claims. 'The
cost of this, as well as that of other relaxations, was met by doubling premium
contributions, by loans from the treasury, and, beginning In 1930, by an outright
treasury grant. Late In 1031, a clear demarcation between insurance and relief
was made for the first time."

The authors assert that the system, whereby contributions are made by the
workers, employers, and the Government, provides "excellent checks and bal-
ancesu."

"The wage earner ", they say, " realizes that if benefits are to be extended
or conditions relaxed, he, as well as his employer, must deduct the additional
contributions from current Income ", but they hold the employer should con-
tribute in order that he may pay "at least part of the social cost of preserving
his labor reserves, of installing labor-saving devices, of falling to stabilize pro-
duction, and of poor employment practices."

"The Treasury should contribute because unemployment Is a public, as well
as'an industrial, problem. Irregular employment growing out of consumer
whims and fads may thus, to some extent, be paid for by the consumer In the
form of taxes."

They also pointed out, contributions by the State place unemployment result-
Ing from such clrcnmstancs as blockades, wars, embargoes, discriminatory
tariffs or monetary instability on the shoulders of the sovereign power.

Among the other Instruments for dealing with unemployment In Great Britain
discussed by the authors are public works, transferring of unemployed workers
to overseas colonies and possessions and the retraining of workers.

"Relief works", says the authors, "have been limited in quantity and In-
effectively planned and organized." Many of the public-works projects never
went beyond the blueprint stage and relief work never provided employment for
more than a small fraction of the unemployed, they add.

The failure of public works sAbstantially to relieve unemployment In Great
Britain is attributed among other things to lack of advance planning and
difficulties encountered In taking over land front private owners.

"Neither the size of the program nor its timing was such as to afford it an
opportunity markedly to 'affect the general industrial situation In the British
Isles." '
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I would suggest this. As far as unemployment insurance is con-
cerned, that you strike out practically everything-I will say every-
thing after the enacting clause-and substitute therefor the Lundeen
bill (If. R. 2827) as to the principles. There are some changes I
would suggest.

You have got to take care of the people all the time they are
unemployed. There is no provision for them in any bill except this
one, and this is the only bill so far as I know which provides that
compensation for disability because of maternity shall be paid to
women 8 weeks previous and 8 weeks after childbirth.

I would like to have that bill go into the record.
The CHIRMAN. All right. I think it has been put into the record

once.
Mr. MARi5. I do not want to duplicate, surely.
The CHII iFMAN. If it has not been, let it go into the record.
Senator HASnINGS. It is not very long.

[H. R. 2827, 74th Cong., lot seas.
A BILL To provide for the establishment of unemployment, old age, and social insurance,

and for other purposes

Be It enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That this Act shall be known by the title
"The Workers' Unemployment Old Age and Social Insurance Act."

Srac. 2. The Secretary of Labor is hereby authorized and directed to pro-
vide for the immediate establishment of a system of unemployment Insurance
for the purpose of providing compensation for all workers and farmers above
eighteen years of age, unemployed through no fault of their own. Such com-
pensation shall be equal to average local wages, but shall In no case be less
than $10 per week plus $3 for each dependent. Workers willing and able to
do full-time work but unable to secure full-time employment shall be entitled
to receive the difference between their earnings and the average local wages
for full-time employment. The minimum compensation guaranteed by this
Act shall be increased in conformity with rises In the cost of living. Such
unemployment insurance shall be administered and controlled, and the minimum
compensation shall be adjusted by workers and farmers under rules and regu.
nations which shall be prescribed by the Secretary of Labor in conformity with
the purposes and provisions of this Act through unemployment Insurance com-
missions directly elected by members of workers' and farmers' organizations.
SEc. 3. The Secretary of Labor is hereby further authorized and directed to

provide for the immediate establishment of other forms of social insurance
for the purpose of providing compensation for all workers and farmers who are
unable to work because of sickness, old age, maternity, Industrial injury, or any
other disability. Such compensation shall be the same as provided by section
2 of this Act for unemployment insurance and shall be administered In like
manner. Compensation for disability because of maternity shall be paid to
women during the period of eight weeks previous and eight weeks following
childbirth.
Src. 4. All moneys necessary to pay compensation guaranteed by this Act

and the cost of establishing and maintaining the administration of this Act
shall be paid by the Government of the United States. All such moneys are
hereby appropriated out of all funds in the Treasury of the United States not
otherwise appropriated. Further taxation necessary to provide funds for the
purposes of this Act shall be levied on Inheritances, gifts, and individual and
corporation Incomes of $5,00O a year and over. The benefits of this Act shall
be extended to workers, whether they be Industrial, agricultural, domestic,
office, or professional workers, and to farmers, without discrimination because
of age, sex, race, olor, religious, or political opinion or affiliation. No worker
or farmer shall be disqualified from receiving the compensation guaranteed by
this Act because of past participation in strikes, or refusal to work In place
of strikers, or at less than average local or trade-union wages, or under unsafe
or unsanitary conditions, or where hours are longer than the prevailing union
standards of a particular trade or locality, or at an unreasonable distance from
home.

1 16 -35---62



ECONOMIC SECURITY AOT

Mr. MARSH. Then let me point out this that you can do, at least;
you can arrange to raise the revenue-I will discuss that later-
if you have a revenue revision, and I think you have to, and unless
you do you will have bankruptcy within 12 months for the Federal
Government.

The New York Journal of Commerce points out that the total
dividends and interest payments for the 5 years of the depression
were 10 billion dollars greater than for the 5 years before the de-
pres.ioA. From 1930 to 1934 the investor received 36 billion in
dividends and interest. From 1925 through 1929 he received only
26 billions. And that compares with 17 billion for the 5-year period
from 1920 to 1924.

I might say that the chairman considering the Lundeen bill has
accepted an amendment to it to provide for taxing liquid surpluses
of corporations as well as corporation current profits and personal
incomes and estates.

Senator Couzens has asked how we would meet the situation.
Well, Senator Couzens, there is no possibility in my judgment of
meeting the situation until the Government goes into the employ
meant of people generally. It will be futile to do that on the present
capitalization. At the close of 1929, the alleged assets of corpora-
tions were 335 billions. That was about 175 to 190 billions more
than they should be. At the end of 1932, the last figures we have,
they were down only to 280 billions. You have got to squeeze out
scores of billions of water.

I made the remark since then several members of the committee
have come in, that last Saturday I spoke over the N. B. C. radio
hook-up on coast-to-coast, and I have gotten 1,400 letters from people
about it. I discussed this writing down of capitalization and so
forth. You have got to do that. The United States Steel has at
least a billion of water in it. The utilities we know about. Whether
under capitalism or under socialism you cannot pay returns on
watered stock and let the producers have enough for a decent exist-
ence. Secondly, you have got to write down interest rates and the
principal of long-term interest. We all know perfectly well what
the Supreme Court will do has nothing to do with the situation.
And if any country wants to survive, it does what it has to do to
survive whether 9 lame ducks ratify it or not, and personally I think
that 5 of those men will uphold anything that is necessary to save
the situation.

Third, you have got to write down speculative land values. New
York City, on Federal credit, paid Vincent Astor $145 000 an acre
to house the poor. That was legal but it was robbery. Voung Wal-
lace talked about the farmer-I begyour pardon, Secretary Wallace,
and he points out that land values have gone up about $1,340,000,000
in 1 year. For whose benefit and whose betterment For the
betterment of speculators like the Iowa Farm Holiday Association,
the farm-land speculators, just as a major part of the expenditures
which the Federal Government has made was beneficial to land-
owners and I have drafted an amendment to the proposed public-
works bill stipulating that no Federal credit shall be extended to
any State or local government agency unless there is a provision-
and I would like to submit that for this committee's information-
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that at least half of the cost of such a public improvement shall be
assessed upon the property benefited thereby. There was an appli-
cation for a Federal loan from New Jersey a year and a half ago.
The chamber of commerce pointed out that the increase in the value
of the property would be nearly 10 times the cost, and they did not
want to pay a cent of it.

That is not going to meet the situation. The Federal Government
has got to set-up its housing corporation. A bill will be introduced
to do that. You have got to have the power to take land at a fair
price instead of at a price at which all patriots always unload on
the Government. Patriotism is usually measured by the excess of
the price of your products which you are able to get from the Govern-
zient. That was the case during the war and it continues in peace
times.

I am going to remind you that 3 years ago, and then when the
N. I. R. A. was pending,'I told you that you could not compel the
employer to keep on employing people. It was an idle gesture,
just as this so-called " security bill"1 is a gigantic swindle. If you
want to employ people, the Government has got to do it, and as I
mentioned before some of you came in-I have been over in Europe
a good deal this summer-there is no immediate fear of war because
they will have a revolution at home if they start it and they know
it-but every government is assuming the responsibility and going
more and more into the giving of employment. And this Federal
Government has got to within the next year or so, employ -4 to 5
million people.

Senator COUZENs. Doing what?
Mr. MARSH!. Doing what will be demanded by the people when

you have a decent distribution of national income.
Senator CouzE-s. Yes; but what would you p ut them to work at?

.Manufacturing products for some one or some Government improve-
ments?

Mr. MARSH. I would put them at the things in which consumption
is deficient now. Of course, as a Detroit man, you ought to agree
with me when I suggest that automobiles is one of them. Housing
is the biggest thing.

Senator CouzENs. Do you say there is a deficiency in automobiles
nowI

Mr. MARSH. Sure. If there were a decent priced automobile I
would not be driving one that is 5 years old.

Senator COUZENs. You think they are too high priced?
Mr. MARSH. Yes.
Senator CouzENs. You think the Government could manufacture

them cheaper?
Mr. MARSH. If they would cut out the profit, they certainly ought

to be able to cut it down a little.
Senator CoUzENs. I am commencing to lose confidence in your

judgment, now, Mr. Marsh.
MNfr. MARSH. I would hardly expect a person who has been so

blessed by participation in the Vord Co. to criticize the profits of the
automobile companies, but I am pointing out-

Senator CoUzENs (interposing). That is many years ago. They
do not make the same profit that they used to.
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Mr. MAsR51. That is a matter upon which you have more informa-
tion than I have.

Senator COUZENs. That is the reason I am questioning your judg-
ment.

Mr. MARSH. I would point out that the Government had been able
to do some things reasonably cheaper.

Senator KINo. What, for instance? I have not discovered it yet.
Mr. IJARsS. Before the advent of Saint Jim Farley, they ran the

post office pretty well.
Senator KiN.o. Not very cheaply. They had a deficit, notwith-

standing the high prices, a deficit of about $150,000,000 a year.
Mr. MARSH. Under which administration
Senator KiNo. The deficit was under all administrations.
Mr. MARSn. A Republican administration will always find a

deficit under Democratic administrations, and a Democrat adminis-
tration will always find deficits under Republican administrations.

The CHAIRMAN. I am trying to accommodate everybody today;
we have a large calendar. Will you proceed. Mr. MarshI

Mr. MARSH. I am answering questions. I will confine myself to,
the unemployment feature and security.

Before Senator Couzens raised the question of what the Govern-
ment would do, I had mentioned the establishment of a housing
corporation and buy land cheaply; secondly, it will have to go into
those industries where there is vast unemployment, because of over-
capitalization, commandeer them, write down the capitalization and
put people to work. It will have to go all' down the line and do
that, and it is going to have to do that within a year or have to spend
4 or 5 billion dollars, and as the National City bank pointed out, our
real debt of the 31 of June next year, the national debt is going
to be nearly $39,000,000,000. You cannot keep on feeding them; the
Government has got to employ them.

I have made the practical suggestions as to this bill, and I suggest
that you substitute the principles of the Lundeen bill and stop talking
about unemployment insurance when that term is now 10 years too
late. If we had started 10 years ago, it might be insurance. Now,
the only thing you can do is for the Government to get prepared
to insure income or to maintain people without doing any work,
and if this administration camnot I am confident the American people
will find their administration that can in the next election. We shall
have to socialize ground rent, all natural resources and natural
monopolies, and basic industries.

The CHAIRNIAN. Thank you. Is Miss Taylor here?

STATEMENT OF MISS LEA D. TAYLOR, CHICAGO, ILL,, REPRE-
SENTING THE ILLINOIS COMMITTEE ON SOCIAL SECURITY

MIiss TAYLOR. I am representing the Illinois Committee on Social
Security, a State-wide organization on which there is representation
from those connected with civic, educational, religious, agricultural,
social service, labor groups and individuals, and employers, such as
the Woman's Trade Union League, Amalgamated Clothing Work-
ers, Illinois Federation of Labor, Chicago Church Federation, Chi-
cago Federation of Settlements, the Urban League of Chicago, the
committee on social legislation of the Governor's committee on unem-
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ployment, the League of Women Voters, the City Club of Chicago,
and the National Council of Jewish Women, in addition to other
groups, and such individuals as Father Maguire, Dr. John A. Lapp,
Henry P. Chandler, Paul Douglas, and others.

They wish me to express their whole-hearted support of the prin-
ciple of social-security legislation, if it provides security to the
worker.

They feel strongly that the 3-percent pay-roll tax provided for
in title VI of the social-security bill is entirely inadequate and does
iiot provide security to the worker. The waiting period would be
tragically long for those whose wage does not permit saving against
unemployment, and that the length of the benefit period is too short
to meet the basic principles upon which unemployment insurance
should be based.

They urge the necessity of adding to the 3-percent pay-roll tax
a Government subsidy of 2 percent, making a total of 5 percent,
which would reduce the waiting period to a reasonable length and
increase the benefit period.

They urge that standards of security be incorporated in the bill
which would be required of States in their local legislation and insure
the protection of the worker. Such standards should be based upon
the provisions not less than the local standard of living calls for.

They feel that in section 608 there is danger that employers may
build up an exemption from premium payment, which may defeat
the purpose of the bill in that industry.

Knowing well the effect of even short-time unemployment on
family life, when insecurity breeds distress and fear, which cuts the
family off from normal community life, reduces food budgets to a
danger point, deprives young people of their chance for education,
and creates community hazards, the Illinois Committee on Social
Security wishes to emphasize the fact that the payroll tax of 3 per-
cent would necessitate the use of relief funds in many instances to
tide over the waiting period, and to supplement the low-insurance
rate and the short benefit period. The cost of this in money not
only, but in the depreciation of human values and in security, will
be a burden on the community and may defeat the purpose of the
social-security legislation.

Speaking from personal experience of social work in nn area of
Chicago now in its sixth year of serious unemployment, I can tes-
tify to what adequate social insurance would have done in the early
days of the depression, in keeping alive purchasing power in a neigh-
borhood where it would have counted for much, in maintaining fam-
ily stability and self-respect, in giving that social security 'which
would have taken the edge off of fear which undermined the family
life of the community in the tidal wave of unemployment that swept
all before it.

Our Illinois committee hopes that the Senate committee will recog-
nize these facts and will see that security is provided for the worker
in whose interests such legislation should be drafted.

We have provided security for the funds by putting them in Fed-
eral hands, we have provided some security to industry by providing
for the payment of taxes, for security of the worker, however, that
is left to 48 States with no standard set up by which we may be sure
that there may be some provision which will at least meet minimum
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standards of living for the workers in those States. We do not re-
gard social security as a cure-all, but we do regard it as a neces-
sary part of industry.

The CHAIRMAN. Mr. Williams.

STATEMENT OF ERNEST WELLS WILLIAMS, WASHINGTON, D. C.

The CHAIRMAN. How much time do you want?
Mr. WILLIAMS. Possibly 15 minutes.
Senator Kiwo. Are you one of the witnesses that Mr. Emery

referred to yesterday?
Mr. WILLIAMS. I could not say.
The CHAMMAN. Be as brief as you can, Mr. Williams.
Mr. WILLIAMS. May I refer to these charts in my brief talk?
The CIRMAN. Yes.
Mr. WILLI.imS. Mr. Chairman, Senators of the committee, ladies

and gentlemen.
I should, perhaps, briefly introduce myself, regardless of the limi-

tation of time in this hearing. My name is Ernest Wells Williams,
my address is 1228 I Street, Washington, and I appear in what 1
hope may be considered somewhat of a technical capacity. Although
I have never publicly admitted to being an economist, political or
otherwise, several discoveries which I am suspected to have made,
affecting the views of an unknown number of people as to the rela-
tions between government, people, business, and capital, have led to
my being accused of being some kind of an economist.

I may say, however, that what I myself, and some others also,
consider the most vital of these discoveries, or rather the uncover-
ing of certain economic principles, involve directly the most funda-
men-tal principles and purposes of this economic security bill, not
only as to its taxation features, but elsewhere.

May I also say that the name of this bill indicates plainly its
true nature and purpose. It should be the second chapter of the
national recovery plan. There is admitted to be a desperately urgent
need for a fundamental and great change in economic conditions.
If a fundamental and important. economic error, about the evil effects
of which there could be no question, could be discovered and pointed
out to this Congress, that error might he safely corrected, with the
result that a safe, immediate and beneficial change would be possible.

May I now have the privilege of for the first time making public an
economic error of just that sort--a basic error, which led, as such
basic errors nuist always lead, to further errors and a host of evil
economic consequences, all of vast magnitude? All the means for
the correction of that error are in your hands-honest, lawful means
for effecting this change; and this proposed change appears, further,
to be exactly in accord with the fundamental principles and I might
say "ideals'" which the framers of the American Constitution and
the founders of the. American Government mnust have had in mind.

With the correction of this error, I believe a very great wrong to
the American people, to the Congress, and to the American Govern-
mnent will have been righted. It is not required that this wrong be
corrected in a vengeful manner, which it may deserve, but only per-
manently corrected.
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How fundamental this error is may be best shown by the first
drawing on page 1 of the folder I have handed you. There is an
illustration of a group of people. Each of those units, let us sa, is
a family group, each family able to produce its needs, and build its
own home, anddefend itself from ordinary dangers.

It is natural that for additional protection, primarily, they should
place themselves in communication with others, and a government
which would make laws, and weigh their respective rights, and
coordinate the means for their defense becomes a necessity, and that
government is shown there in its natural position. This most demo-
cratic government is answerable to each of those people, yet its
power, being the delegated power of the entire group, necessarily is
greater than any one of that group.

The first responsibility of that government, after guaranteeing to
the best of its ability the personal safety of each of the group,
becomes the protection of their property rights. The land which
they clear by their own efforts to produce food for themselves and
their fainilies-the house which one individual builds for himself-
each one's claim to his lands and his home that government in
justice may guarantee.

It is also plain that one of this group might build a better home,
or clear more land, or clear it better, than his neighbor; and it is in
accordance with American principles of justice that even an unequal
ownership of that character should be protected. It cannot be held
that it was the original intention that all the people in the United
States should. reqardless of their industry, or their thrift, or their
enterprise, remain at a common level. By other principles of gov-
ernment than those, thrift and industry an(l enterprise would have
been penalized, and laziness and self-i'ndulgence and extravagance
wouldhave been unduly furthered, and that was not in accord with
the strict training and precepts of the founders of the American
Government.

It was natural then, that some would, therefore, have too little,
and some wouhl be posed of sufficient for their needs; but, gen-
tlemen, that did not. change the picture. The status of government
(los not change in protecting that type of property rights, and
there is a general agreement by people in the justice of that type
of difference in possession even though it involves a condition of
inequality.TIhe protection of such unequal ownership might have seemed

unjust in individual instances; but the American Government has
always stood firm in the protection of the rights of ownership. The
justice of this has not been questioned by the vast majority of the
American people.

It was natural, in the course of time, that one should obtain more
than his fellows-create by his own industry and thrift more than
he used; something for him to iave and lay aside for a rainy day.
It was only in that manner that he was able to create an assurance
of continued plenty and comfort for himself and his family. Such
industry and thrift was in every way commendable-and'no fair-
minded' American, either then or now, would question the property
right, the justice of the ownership of the surplus so created; yet at
that moment a new element entered, which has not heretofore been
considered, if it has, in fact, been recognized.
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The picture changed to illustration no. 2. Very suddenly there
had appeared a fundamental change in the relationship of govern-
ment, people, andproperty, and it happened very naturally, and it
was not recognized.
Almost immediately it changed again, very naturally, as I have

pictured in the third illustration. [he surplus created had been
rented, if it was an extra house, to another of the group who needed
it as a home; and although possession changed, ownership did not
change The service of owning the surplus house and renting it to
the one who needed it was the natural condition, and accepted with-
out question as completely equitable; and the justice of the trans-
action was not questioned.

Ownership of a surplus which one does Pot use himself-for which
he has no immediate need, has not been considered a major crime.
It has been considered good fortune and a happy condition which
all might well strive to attain. The centralization of wealth in a
social group, of which, of course, the United States may be con-
sidered an example, has been considered more as an unfortunate con-
dition than as an unjust condition. It has been recognized by some
as socially undesirable. But with that centralization of wealth,
unjust things seemed to occur which had not before occurred. It is
now possible to picture it, in definite form, and clarify the causes
of those unjust things occurring.

Picture no. 4 also has been considered to be a basic picture, quite
important economically. It may be considered a picture of cen-
tralized ownership; where one individual, or one group, perhaps
has a surplus over immediate needs, or in excess of his own use, and
the others of the group are receiving, and paying for, the benefit of
the use of his possessions, either through the payment of rental on
a definite property, or as interest on a mortgage or bond. It will be
noted that the Government has also issued bonds, in order also to
receive the benefit of the use of the wealth of one individual or
group.

This picture, gentlemen, is not a picture of a possibility. It is a
picture of what has happened and is the exact condition of today.
It is in full accord with present constitutional interpretations of
property rights, and until this time the full justice of those past
interpretations has not been widely questioned. It seems, even from
the picture, and even as we know the condition, that all the parties
involved, the Government itself included, are receiving and doing full
equity. Actually, however, both this condition and its illustration
here contain the error of which I have spoken; and the picture itself
is, in fact, final proof of how deep that dishonesty and inequity were
and are hidden from view.

I would not exaggerate the importance of a condition before this
committee; yet I believe I would not be blameless were I to fail to
stress in the utmost degree the importance of this hidden shoal which
is in this picture at present and cannot be seen. It is, in fact', the
shoal upon which all modern democratic governments have run
headlong; and each of those many ships of state ", gentlemen is
still quivering from the shock of that blow. The discovery of that
condition creates a necessity not only in the United States but else-
where, for the action in similar instances which is universal--where
a citizen, always before recognized as a fairly desirable citizen,
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suddenly is discovered to be a very bad citizen. Regardless of his
past acceptance as a desirable member of society, he suddenly finds
himself confined in a very strong jail, regardless of his past reputa-
tion for good citizenship before his true character was discovered.

An error in this basic picture, gentlemen, and all the benefit of
any good which might seem to be traceable to that error, would be
overbalanced a hundred times by the multitude of minor benefits cer-
tain to spring out in most unlooked-for places. The presence of an
error in this basic condition, long accepted, would inevitably result
in a multitude of major evils; the correction of an error found here,
so basic, would necessarily and without question immediately result
in a terrific and immediate change for the better. There could be
no question of the desirability and necessity of its immediate cor-
rection.

The CHAIRiIAN. Have you your statement written out?
Mr. WILLIAMS. If I may read but 1 minute more, I shall then be

finished.
The CHAIRMAN. Then you can put the rest in the record.
Mr. WILWAIs. Thank you.
How well this inequity is hidden, gentlemen, at least must be ap-

parent, Even imagining a war, in which this little group of people
leave their homes--their rented and mortgaged homes-does not
disclose any inequity. While these people are away from their
homes the accepted justice of the contract remains in full force and
effect between all the parties; and therefore, when they return from
that necessarily small war, they are in arrears, in their interest and
their rent.

They did not start the war, and neither did anyone of the group.
nor the Government. It "just started itself "--as wars have a sense-
less habit of doing. Certainly it was no fault of the owner of the
property or the holder of the mortgage; and why should he bear
any damage, in full or in part, because of this enforced absence?
The answer--the only answer-is that the back rent-the back in-
terest-must be paid immediately, as called for in the bond. In this
demand, and its enforcement, the Government would naturally con-
cur. Property rights and the sanctity of the contract leave no
other course open.

Yet, let us have another war in which the little group is defeated,
their government destroyed, all the property destroyed, and measure
the losses. Surprisingly, then, it is apparent that the only possible
loser is the owner of the property-the holder of the mortgage and
the owner of the houses. There vas the basic error; and this is the
inequity, that suddenly it is apparent that this protective service
which has been so freely given by the government, using its people
for its defense, has been a very valuable, and terribly costly, service
and protection; and further, that neither government nor people
have been recompensed in any manner for the vast service rendered
to this particular type of property ownership. This further inequity,
also, that instead of paying for this service in its protection, owner-
ship of this type has taken full advantage of its every opportunity
to impoverisl the government and people who have protected it;
and the right to so impoverish these necessary protectors, has been
held to be a definite property right.
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The CHAIRMAN. Thank you very much, Mr. Williams. You can
put the balance of your statement in the record.

Mr. WILLAMS (continuing). Mr. Chairman, no form of owner-
ship has or should have that right. The ownership of the home, the
farm which is a man's source of livelihood, the necessities and even
luxuries which people use have not that right; and it is not a prop-
erty right and must not longer be considered a property right.. It
is not now, and never has been, a property right. It has been ft
property-ownership opportunity and that opportunity must be re-
moved, definitely and immediately, by this Congress. The conditions
of equity in ownership must be weighed now on new scales, or else
the social-security or economic-security bill will not be worth the
paper upon which it is written, because there can be no economic
or social security while that condition exists.

Such a change, such a fair and equitable change, may well be
welcomed by rich and poor, by the business man and each of his
patrons by the professional man and each of his clients.

By tfiis change ownership is at once made safe and desirable.
The ownership of stocks, bonds or any other kind of type of prop-
erty, whether centralized or wide-spread, as a definite and desirable
form of permanent savings, for the first time in history becomes a
type of permanent wealth. In all past history their possession, duo
to their fluctuations and frequent entire loss value, and the frequent
entrance of depressions and financial cataclysms into the picture,
has made the possession, of any and all types of wealth almost a
momentary condition-in many instances; followed by the complete
loss of that wealth and also in most cases by his reputation among
his fellows and by the loss of his own respect also.

The possession of wealth under such new conditions, safely ex-
empted from taxation in the form of stocks and bonds, may be con-
sidered a very happy state, only slightly differing from the present
condition of receiving an income to be immediately taken away in
taxes and in capital losses; but with a very great addition in the
element of safety to that wealth and savings.

It is plain that people not possessed of this type of ownership
"capital" ownership, are nevertheless self-protective-can defend
themselves, build their own homes--and joined under a strong gov-
ernment, can and do protect additional property; yet this property
ownership to which both Government and people have in the past
been paying terrific tribute, it is now apparent, cannot and dare not
leave that protection heretofore freely given by people and Govern-
ment because it cannot defend itself. It must depend upon the
people of the organized group and their government for that
protection.

The newly uncovered inequity of that simple picture immediately
led, then, to a simple but important and plain conclusion-that
capital is not necessary to people, but people are necessary to capital.
It may be plainly said, it has become plain, that governments and
people have gone very far along a very ridiculous path, because the
simple truth of that fact has not been recognized. Only for the
record I point out at this time that there is, necessarily, a physical
limit to the protective ability of this or any other group; yet there
is no apparent limit to the quantity or value of the property which
might come to be a part of this surplus" square.
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I turn from this for a minute, while I place this group in a
position of first directly producing their own living and then trad-
ing some or all of their production, and I will thereby attempt to
clarify another condition and indicate the extent to which this long-
accepted inequity affects other conditions.

The first picture on page 2 is of a primary group, without trade,
self-supporting on their own farms building their own homes. That
this is a possible condition is the knowledge of each one here, and
no arguments will overturn it. It is an interesting and, may I
say, a very brave part of the history of this country. As indi-
vidual Americans they defended themselves; as a group they were
able and did defend each other, and at the same time they were able
to produce a livelihood for themselves and for their families.

I need not explain the next picture, no. 2, of trade and barter
starting between these people, when they were fairly close together;and I do not attempt, particularly, to justify the third picture. It
is of a completely productive group, their needs coordinated with
their production, and trading through this "trading post" in the
center. That " eneral store ", which all you gentlemen doubtless
remember so %el cf, perhaps was once the complete business machine
of some little _group of which you were a member. Cut off to a
great extent, from outside sources, I may point out that all the
elements of "industrial control" and all the elements of the control
of trade and commerce of the N. R. A. are in fact completely ex-
ercised by this small group upon this "general store" which was
in effect, the entire business machine-even the "banking system V
That is picture no. 3.

The next picture, no. 4, is of an individual trade passing through
that "trading post" or "general store." The trade must "pass
through" that trading post in exactly that fashion; and it must
also pass through the subdivided business machine, shown in pic-
ture no. 5, which is today returned, rather suddenly, to the same
salutary public control, through government, as was effective in
picture no. 3.

Picture no. 5 may be said to be a picture of the N. R. A. and
industrial control.

In connection with the taxation features of the economic security
bill, I invite your special attention to this picture no. 5. It is easy
to see, there, that any tax upon industry, upon the business machine,
immediately tends to stop trade from passing through. Each
addition to costs in that exchange machine, whether by taxation,
interest charges, inefficiency of any functional part, or "speculative
profit" adds to the difficulty of "business" accomplishing its natural
and necessary function, of engineering the exchange of production.

The "deduction-from-pay roils" tax feature, in addition, appears
to be a direct attack upon an already wrecked market, the wage and
salary class, even though they are employed. It is a market nor-
mally composed of people who are producing wealth or rendering
essential service, who normally should be a buying market. That
market has been destroyed by a condition which I illustrate in
the next picture. Its further destruction by taxation, or any other
means, is impossible at this time. It is already completely destroyed,
and must be rebuilt.
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It is for these reasons that the taxation features of the present bill
ap pear to me to be unfortunate, to say the least.
The first picture on page 3 is a picture of today under the present

accepted conditions and terms of centralized ownership; a picture
of a constant and heretofore accepted accumulation by "capital" of
the reward of production. It is also a picture of destroyed markets,
of impoverished and bankrupted business, the wreckage largely
owned or controlled by the banking system.

It is i picture, also, of a desperate and angered people, and of
a government endeavoring to keep starvation away from an army
of unemployed, and at the same time facing reduced income and
the necessity of frenzied financing; all the people, all business,
desperately endeavoring to sell at a high price and buy at a low
price, to pay the charges which have heretofore been believed to be
equitable and just charges, of "capital."

The producing people have nothing or little left of their pro-
duction to trade. If they have it to trade, their market has been
destroyed-and the "costs" of the exchange machine, the business
machine, largely "capital charges" and "financing ", tend to make
trade impossible.

I can assure you, gentlemen, that this is a temporary picture.
It changes very suddenly, also, when it changes. It flies all to pieces.
You may accept this picture as a true picture, and accept that
as a true statement, or you may accept the statement of the United
States Chamber of Commerce, and the beliefs of many trustful and
optimistic people, that business is on the upgrade, ana prosperity is
now really around the corner, and that all we have to do is wait.

By the uncovering of the new principles of equity, which are
now made available, this picture can be changed immediately by
the Congress to this picture, no. 2, on page 3. That possibility, I
hope you will agree, is rather fortunate. It is a picture of national
solvency and safety, while the picture above is a picture of national
insolvency and danger. The picture below is one that will not
suddenly explode.

I would say, as among the reasons that it will not explode, that
it is a picture by which men are able to obtain wages and salaries
which they have never believed possible, and support their wives
and children, and buy homes, by work, by producing wealth, or by
performing their functions honestly and efficiently in the business
machine and by enterprise.

In this picture I see no necessity for mothers and daughters and
sisters to work all day in the factory to aid in the support of the
family. The children seem to have shoes, and people own their
own homes.

I do not apologize for this second picture. It is honest and it is
respectable, and it will not explode. The other picture, gentlemen,
I say is ridiculous. It is dishonest. It is liable to explode at any
minute.

I turn back to the first type of picture, on page 3, however, be-
cause it is easier to give a new understanding of these principles by
the use of these illustrations.

You gentlemen, I know, will be the first to agree that govern-
ment, to be safe and permanent, must represent the desires of its
people. People do not desire to be robbed of their possessions.

982



ECONOMIC SECURITY ACT

nor shot at indiscriminately while they are in the peaceful per-
formance of their duties and pleasures. Therefore there are laws
against robbery, and indiscriminately attacking one's neighbors, and
those are basically correct laws.

The protection of ownership and property rights is of this basic
nature and the uncovering of any new principles concerning the
natural relationship of people to ownership is of immense impor-
tance. For the first time, now, we can see that there is good owner-
ship and bad ownership-it is no longer simply ownership.

Two, or twenty, or a million individuals, without property, wisely
join forces for mutual protection against the possibility of a com-
mon enemy. And that, I point out again is the primary reason for
people combining into groups, to be able to protect themselves
against forces which would destroy them, individually. It is not
primarily for business, religious, nor political reasons. It is pri-
marily that one of mutual defense. It is not for the protection of
property, but for the protection of life. It is apparent that this
protective service stood out more clearly in the condition of fre-
quent and more or less public backwoods skirmishes, as when this
Nation was founded, than where and when wars occur only once or
twice in a generation-but the condition actually is the same.

A law that said that each man must do his part in such a battle,
and that each must join in, for the safety of the group, would be an
acceptable and just law. Any two, for example, as I show in the
first picture on page 4, would accept that law as advantageous to
both.

If they both had property, it would be acceptable; and in the sec-
ond picture, they are not only willing to protect each other's prop-
erty, but they will accept taxation for their mutual benefit.

The relation becomes slightly more complicated in the third pic-
ture. The first man has no surplus, and yet is not in debt. The
second man is in debt, and the third has a surplus.

With the old equity now overturned, the necessity is-just what
portion is each naturally willing to protect-and the functions and
taxation needs of government enter the picture as an important
element.

No. 3, of course, is willing and anxious to have all ownership
protected indiscriminately. But what is no. 2 willing to protect,
and what may he be justly called upon to protect, in this new
equity? And what is no. 1 killing to protect?. At this point, gentlemen, without burdening you with the details
leading up to just how any basieprinciples were uncovered, I will
say this abeut the entire group. They are all willing to protect the
things the other owns and uses. It happens that is not only a very
scientific common denominator, but it is, to use a common term,
second nature, to a degree which is amazing.

There are apparently no exceptions to this rule. It is a very
democratic principle, in its workings. A man will rush from his
1-room home to aid in extinguishing the fire in his neighbor's 10-
room home; and the neighbor will rush back with the same enthu-
siasm and aid in the extinguishing of the fire in the 1-room home.
But, if either of them owns, but does not use, one other house, or 10
other houses, that relationship does not enter as to the extra house,
or houses. It js not a matter of personal acquaintance, or knowing
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the same people, or for any other really sensible reason. It is more
or less like the hen taking care of her own chickens.

It is, in fact, simplyl a natural acceptance of the mutuality of
interest by a member of a group of people. The things that a per-
son owns and uses are definitely within this circle of mutuality of
protection; and the things that a person owns and does not use are
just as definitely outside this circle of mutuality.

Even stranger than this is the natural extension of this principle
into bAsiness. The business, the property, the real estate and equip.
meant used in "honestly exchanging -rendering acceptable service,
and actually acknowledging its responsibility to the people it is sup-
posed to serve, performing its business function, is automatically
included by people in this natural mutuality. The business being
run entirely ',for what there is in it for me" type, by its owner, is
outside that circle of mutuality. Even whether or not a person is
employed there himself does not affect that relation.

There is another class of property that by its very nature must be
outside this circle of mutuality. The vacant land, whoever owns it,
is always outside. The mortgage, the stock, the note, are outside.
But the home, the private automobile, or even two automobiles, and
even what may be called luxuries, if used, are inside that circle.

The home of a man's worst enemy is inside the circle of his pro.
tection-and the mortgage on that home, even though that mort.
gage may be owned by his best friend, is outside that protective
circle.

The uncovering of these definite principles makes somewhat
simpler this matter of social security. People are not only nat-
urally willing to protect each other, but they naturally assume the
responsibility of protecting the ownership of the things in use;
and as definitely refuse free protection to the ownership of things
not used.

This large square, then, is composed of things owned but not
used by the owner; in that square is the "business run for what
there is in it for me" type, and " X" is not only the individual
himself, but the things he owns and uses, and "X "is also the busi-
ness with a satisfactory code--a public utility type of business, per-
forming its functions as directed under public supervision.

This mutuality distinction is as distinct as if cut with the sharpest
knife ever made.
The protective service necessarily furnished by Government and

the group, therefore, automatically makes this "surplus property"
class the natural source of taxation, hardly taxation, but instead,
just compensation for service rendered.

Returning now to the third illustration on page 4, it is plain
that the "service rendered charge" could be made directly by Gov-
ernment; the amount of this charge may be justly guided by the
interest rate which has long been accepted as the essence of justice.
But this would tend to prevent people from accumulating a com-
petence from their greater industry and enterprise, and it seems
desirable, in justice, to remove this protection charge, this tax, if
the property outside this mutuality circle were placed inside it.

If the house, which was outside the mutuality line, becomes a
home, inside it, perhaps this would be a welcome escape, and a just
escape, from this protection taxation charge.
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WYe must consider also the first individual, with ownership of
his property, all inside the circle. The Government, to which he
had been contributing before, had suddenly found a better and
more equitable source of taxation-and now Mr. X-2 had removed
the possibility of he himself directly benefiting. Apparently X-2
had received more than his share of this "new deal." Why should
X-2 not be considered as a proper contributor, in some degree?
He had been paying 6 percent and probably more, in interest. X-1
was not demanding much, but that was not equity to him.

X-2 suddenly found himself paying 2 percent to the Government
on the face of his mortgage; but his taxation and interest problems
were ended with that. Most certainly, also, he is receiving a definite
service for his 2 percent. And X-1 is satisfied. Apparently X-1
is receiving tax exemption for his protective service, X-2 is paying
for the protective service of the group, of which he is now one of
the chief beneficiaries; and X-3 is tax exempt on as much of his
owned surplus as he wants to be, tax exempt on his owned and used
property, and paying a small protection charge for the balance.
Business seemed better exempted from this 2 percent which ap-
plied to Mr. X-2.

These principles, leading to new and honest relations between
these three, transferred even the present ruinous conditions shown
in the first picture, on page 3 create the second picture so suddenly,
with so little economic disturbance, that it seems impossible. The
Government of the second picture can pay its old-age pensions from
its Treasury; and the unemployment problem is gone-until people
are living in homes instead of rooms.

The idea of the United States Government, even in the difliculties
so clearly apparent, paying a few of its people for the privilege
of keeping their property for them in the safest place in the world,
is ridiculous.

Interest has been outlawed, by name and with full intent, at
many periods in many countries. This fact is more generally known
than advertised. That it has not been considered a vital factor
in the creation of a depression is due to its effects being hidden. It
slowly destroys markets, slowly increases taxation, slowly brings
government under its power; slowly takes the reward of their pro-
duction away from people; and during all these exploits, it has
every appearance of being perfectly equitable in every way.

Its thoroughness is nothing less than amazing.
In every way it is deceptive. An interest rate of 25 percent per

year, when people own their own homes and farms, business prop-
.rty is owned by business men, and there is no national, State, or
city debts-all these are conditions in a new country-that 25 per-
cent interest rate has no economic effect, because no one pays it.

On the other hand, combine a centralization of ownership and a
6 percent interest rate, and the situation becomes ruinous, and people
and business and Government itself find themselves paying a large
shire of their income to the ownership of their homes and farms
and businesses.

The differential between wages and prices increases. The Gov-
ernment finds itself burdened with embarrassing obligations to pri-
vate capital. People try to "save" and pay their debts and in the
process disappear as markets for the other people's production-
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business wonders where the business, the trade, went-and unem-
ployment is suddenly a national problem.

Heretofore, Government, intent on the protection of all the re-
spective rights, has fully cooperated in the process by sending its
own sheriff to eject people from their homes and farms, and selling
out those businesses at auction, and then presenting the homes or
the farms, or the businesses, or the proceeds of their sale, to the
holder of the mortgage; while at the same time voicing regret at
the cettralization of ownership.

This has been accepted as necessary in the continuation of Govern-
ment under the Constitution, to protect the right of the'person to
own his own home, and his own farm, to protect the sanctity of the
contract and the advantages of such ownership are many. As aresult of the uncovering of these new principles of equity, private
ownership may now be definitely separated from its evil conditions.

The only change in the financial machine as it affects the average
person is that he will not receive 2, 1Y2, or 3 percent interest on bank
deposits. The receipt of interest from savings, advertised to be of
such terrific aid to the workingman while he was accumulating his
theoretical and mythical fortune, has been about the most expensive
luxury that workingman has ever had. As a red herring, to make
interest respectable and to make inequity appear to be equity, it has
been a stupendous success. Money, unfortunately or fortunately,
falls into the "outside mutuality" class, and the banker's functions
become sufficiently changed and simplified to become vastly more
understandable. The storing and keeping of money safely is a service
that should be charged for and paid for. A banking system, in any
economic pattern, which pays the depositor for that privilege has
something about it decidedly too strange and unusual, certainly. A
banking system should be the last thing in the world to harbor any
strange, unusual, and speculative conditions so close to the savings of
people.

The bank of a social system, as you gentlemen know, is actually all
the combined savings of people, under whoever's ownership. There
is actually no more economic justification or respectability for that
bank, the possession of that property, demanding as its just due the
reward of industry or enterprise or production, than for a banker in a
poker game to do the same thing. As a poker player, the American
citizen would object strenuously. In the much more important eco-
nomic structure and process the relation of the banker is exactly the
same and his responsibility and functions are the same. I am quite
sure that this committee is much less impressed with the respectiability
of such a situation than the average citizen, who may have been a
little too liable to be impressed by nonessentials.

I do not wish the committee to class me as a radical or to believe
that I have made any radical proposals. The committee knows far
better than the general population the urgent necessity for an im-
mense and an immediate change for the better. I only show the
committee another picture: First, of a complete, though small, social
system, with interest at 6 percent, but with people owners of their
own homes, and Government without a national debt, and business
houses owned by the business men, as the first picture; and as the
second picture the same social system, impoverished and desperate
because of the steady drain into the possession of centralized owner-
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ship due to this same interest rate, giving this ownership the hereto-
fore unquestioned right to take from this social system without the
obligation to add to it.

Perhaps this last picture will show that definite action is imme-
diately necessary to protect the rights of people against the type of
ownership which, while Congress and people have protected it, and
it has accepted and demanded that protection, yet has believed itself
justified in taking their homes and in effect reducing a whole people
to a disgraceful condition of poverty and genuine servitude.

These principles, these new and honest relations between the four
parties in interest shown on page 4, the third picture, transferred
even to the present ruinous conditions which I have exactly and hon-
estly shown on page 3, the first picture, create the second picture
shown on page 3, with so little economic disturbance and so little
delay that it must be impressive. The committee, I believe, should be
convinced that to a great degree we came into this long period of
depression by this same road; in this case we simply go out the way
we came in; a perfectly logical and sane process.

It is a simple tax, 6 percent per year on the surplus of property
not in use by the individual; and even that tax easy of complete
escape so that the tax is actually absent. It is, I believe, a just
tax. Aioreover, I believe it will be found that it is something new
and never experienced-a rather popular tax.

Even the benefit received by ownership which is at present receiv-
ing interest is substantial. A vast number of people become a great
deal more willing to allow its retention, where before they have been
seriously considering taking it away, quite unceremoniously. That
is no secret.

A 2-percent tax on the face value of indebtedness--that individual
however, has suddenly been relieved of his interest burden-a third
of that paid in tax could not be held to be a bad bargain.

Business, which has been and is now under a constant pressure to
pay notes, and pay exorbitant taxes, and has been wonderIng how it
would pay interest on bonds and bank loans, and high rents, is
suddenly relieved of that pressure, and with the disappearance of
its burdens, suddenly appear new markets which before had beed
absent-destroyed.

Suddenly the city and State, burdened with indebtedness on which
it cannot pay the interest, is stripped of that interest change and
the relief rolls disappear as if by magic.

The Government itself, faced with terriflo emergency expenditures
suddenly, finds the condition reversed, and its income exceeds the
OUtgO.

People who have been existing-whole families in one room--sud-
denly find that at last they are able to buy a home and only pay
for it once--before they had to pay for It two or three times beforb
they received it-and an unemployed prmy goes back to work.

Mr. ChairiAth, I am iot ari optimist, nor a radical. Ma y people
have said that we are now on our way out of present diicultie
I say, emphatically, no, to that.

But basic errors of this nature are not uncovered every day, or
every century. I do not believe, therefore, that I chn yet fairly be
held to be too optimistic.
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I. do not for an instant believe this to be a finai step. On the
other hand it is not an expensive temporary expedient, based on a
dim hope that when and if conditions improve, our grandchildren
will be able some day to a the bills.
I It should be accepted, 1 believe, as a safely beneficial and neces-
sary step; and it is an honest step, and in full accord with the spirit
of the Constitution of the United States and with the letter of the
Constitution, also.

Possession of property of whatever type should not take the reward
of production and enterprise. Economically, it is impossible. It
did not take it when this Government was organized; and it should
not take it now. That condition was a good condition, and it was
an honest Condition. Any other condition is a bad condition, and it
is a dishonest condition.

It has been said that the N. R. A. was a long step forward, and
somewhat radicaL I have spoken of the N. R. toay as a sound
step backward, to much more solid ground. This step which I have
outlined is the same type of step, in the same directio., as the N. R. A.,
and to much more solid ground than is under us at p.'ssent.
_ Further, gentlemen, the business structure, which th. i N. R. A. has

been struggling so determinedly to haul out of its difficulties, now
needs a market for its products and services, and it must have that
market. This, may I say, is the soundest and most honest way to
create that market.

It is only one of the many benefits to come from this new concep-
tion of property rights, and, if I may say so, the new understanding
of the rights that people have.

I would like to ask you one question, Mr. Chairman.
The C--x AN. Yes
Mr. WnLL s. Would it be possible to have those illustrations

included also in the record?
The CHAimA&N. This cannot be in the record.
Mr. Wrzums. They are all ready for duplication by the machine.
The CiaAm aN. We will see about that. The clerk will have to

make an investigation as to whether or not it would delay theprinting.Mr. Wn.LIAuS. It would not delay the printing of the record at

'The CiuMnAN. The clerk will investigate that.
The next witness is Joseph P. B. Weir, of Washington, D. C. How

mrh time do you want, Mr. Weir f
Mr. W =. .About 15 minutes..
The CHIiMMAN. We cannot give you 15 minutes. we will give yOu

,Q minutes; but I may say that if you will just take your statement
#nd put it in the recoidit will be considered. Just give us the high
pQinM4 in your criticism, your praise, or your suggestion.

STATES OF 1OSEPH P. 13. WEI, WASEOGTO?# D. Q.-
Mr. -War. Gentlemen of. the committee, let 'us take the problem

of old-age pensions and try to ascertain the best and least expensive
form of helping all citizens in all States. mak.e

In the flit p ace the Congress should not make appropriations to
this end, neither should the several States make contributions to
assist this cause, only upon one single extent, that be by contributing
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1% percent of all inheritance taxes collected by them. Any other
form of assistance by either is only an added tax on our citizens.
However, the Federal Government should handle all funds, regard-
less to the source of such; in this we secure such funds to a greater
extent than in any other manner.

It is an acknowledged fact that old-age pensions is a means
through which citizens may be assured by our Nation a privilege not
now recognized; it will cause a greater confidence, a lesser burden on
the younger generation, and a help to industry that would take many
pages to detail in full.

Due to the fact that industry does refuse to hire men past 40 years
of age, plus the surrounding conditions, physically and otherwise,
that the age of 60 years is the most logical age to be given con-
sideration.

Senator KiNo. Between 40 and 60?
Mr. Wzi. Sixty years should be the age requirements.
States should be represented, and have equal voice in any such

system that may be considered by this Nation. Which should be
national in scope.

This method of treating, and the simplicity therein contained
would save us from many ills, and grief that we are assured will
grow out of the provisions in the proposed act. Such will create
confidence; treat all iual; tender States their right to assist, and
avoid a possible revolution when once the true lines become familiar
to our citizens.

It is well, should the Government care to offer old-age annuities
to those who care to, or may take advantage of such but it is a proven
fact that a voluntary system alone is not sufficient, and is more
costly in the end if that be the only method of assurance.

There is much talk by citizens who have never had the opportunity
to experience conditions surrounding them, due to the fact that they
have been in the more fortunate group, therefore do not hdnestly
realize' the difficulty many citizens experience in caring' for a large
family on the wagts paid th6 greater* portion of our'citizens. But in
our almshouse today we have many persons who one day were well
fixed, so to speak, financially; the unexpected reverse causes them to
seek shelter ii almshouesa Anxd they have our sympathy, and that's
all. Therefore, it is for that reason I make the statement that'allcitizAns should comd Udr the head of whatever system we consider.

The Economic Security Act creates for our country a policy, or
'plan, that has nevet been attempted by any other county, 'in thit it
attempts to cover to6 many cares at on time--old-age'pensions
old-ae annuities unemployment, insurance, maternal, and child
healtti. A step tlAt no'other',country, #s yet, has attemrpted &lI at
on'e time. ... ... .. ..... . ........ .

Senator KINo. You would favor dividing this bill then,'Knd if we
pasA 'hy feature qf. it, to pass the oll-W pension.

Mr. W'; .raTAA-would ' ipreferable; yes sir "
Senatot, XK . 'Try' thvl,"e rfntiebt'anA then at the' hext' sea-

-Mr., Wmi (inteo )' ). "lot the' one that is fnintied' ifi the./xndinfc recurit±' bill,"~r' thi sitnplb "rk'sbit thht it' does fibt kS
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Senator KINo. Very well; proceed.
Mr. WEm. Other countries have had years of experience in this

field, and it will be noted that they have only reached such extended
cares by adding to, and by amending yearly, their original acts, and
in some instances have made an entire change in, as many as three
times to reach their goal, and at that it is known that no system is
as yet complete.

Yeav of experience have we in the care of our aged dependents,
and no credit is due anyone for the fashion in which such has been
done, in the form of almshouses, poorhouses and pauper farms, the
cost of which has run, as per our own records, from $4.374 per year
for the care of one pauper down to $36 per month. However, Wis-
consin claims as an only State to have lowered its almshouse cost in
1933 to $21.70 per month. The average cost of almshouse care is
about $40 per month throughout the State.

I here quote the words of our past Sncretary of Labor.
Senator KING. Mr. Davis I
Mr. WEm. Mr. Davis. He states:

On the whole, however, tho entire management and control of pauper insti-
tutions is vested In local bodies, and State authorities and the public at large
know practically nothing about them. How seeriowi this responsibility is taken
by the county officials to whom it Is Intrusted, what degree of care it Insures the
inmates and the cost to the communities, depend wholly on the Interest and
enlightenment of these elected officials and the public they represent. In coth.
sequence the story of American almshouses is a story of haphazard conditions.
covering every degree of efficiency and economy, and of waste, extravagance,
and mismanagement, of sympathetic treatment and honest effort to make an
almshouse Fk home, and of neglect, indifference, and downright Inhumanity.

It is possible for me to continue in this way by defining every
detail of almshouse care, but I do feel that those of us who are
familiar with such study need not be told of such; therefore it is
my plea that we do take some steps to rid ourselves of this condition,
and that by making possible old-age pensions permit those who are
able to continue to live in their own homes ii the same sphere in
which they are accustomed to and at the same time be of some assist-
ance to the younger generation. Here we all know. almshouse care
is not desirable. Now, as for the States' pension acts: They, too, are
not a best plan or system and by no means should we accept any
measure as the Economic Security Act proposes in that it forces the
States to accept a system that is acknowledged as a broken-down
system.

We note that the State of Nevada enacted their pension laws in
1925. That is enough years to, by now, know the goodness or the ills
contained in any act.

The State of Kentucky enacted their pension laws in 1926. That
too is enough years of experience to know how their citizens accept
such an act.

West Virginia enacted their pension laws in 0I31, an4 that was
not last year. Now, the last three mentioned States with all the
years they have had their pension acts on the books of.their respec-
tive States, are not paying pensions. What good is an act on the
books of any Statei f their crtizen. ,do not benefit by such an actt
.Again m y rson for nakig megnton of thee three States i4 that,
i al press items and in all radio speeches we hear the sarn men-
tioned, there are 48 States with a pension act on their books. These
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3 States are in that so-called " 28 States." Are they examples we
should follow I

Maryland enacted their pension laws in 1927. There is a popu.-
lation of over 1,631,526 in 24 counties and in 1932 this State paid
just 143 pensions to their citizens, and in 1933 they paid 141 pen-
sions. Is this an example for us to accept as a proper plan to
follow? There must be something wrong that in all these years
one county alone recognizes such an act. Does it not seem possible
that if such an act was acceptable or wonderful that the other 23
counties would not have found it out by now, and recognized this
act too?
. Wisconsin enacted their pension laws in 192,5, and with 71 counties
in this State there are only 7 counties that will recognize such an act.

Senator BARxLY. Are these laws optional with the counties?
Mr. W ,R. They are optional, that is exactly what I say; yes, sir.
Senator BARxLzY. This bill does not provide for county option?
Mr. W VR. No; but it forces a condition on the States.
Senator CONNALLY. That is what you want to do, isn't it?
Mr. WVm. But the condition we are forcing does not cover it, and

the reason these counties do not accept this condition is that it is too
expensive in that way as they have to have it and there are not great
enough number assisted by these acts.

Senator CONNALLY. The more that are assisted, the more expensive
it would be. On the one hand you say it is not a opted by the States
because it is too expensive, and, on the other hand, you say it is too
expensive to be adopted by the States.

Mr. WIn. Do not twist me around.
Senator CONNALLY. I am not trying to twist you around; I am

trying to untwist you. 0 "
Mr. W Fn. The most of these counties are forced to pay two-thirds

and the State one-third. • In some cases the counties saddle the en-
tire cost, but the citizens have not recognized this for the simple
reason it has not been official to a large enough group.

Senator CONNALLY. What is your plan now? I would rather ),ar
what you propose,

Mr. WEIR. t is my intention to leave this proposed bill with you,
Mr. Chairman, also my objections to the present social security bill,
no. 1130.

The CHAIRMAN. Yes. You have made some very constructive
suggestions.

Mr. Wisa; I have some of Miss Perkins' remarks.
Senator KING. We have heard Miss Perkins.
Mr. WElD. Yes; but, you have not heard her in the way I have.
The CWUMAN. Put'those in the record and elaborate on anything

that you desire.
Mr. Wxit. That is what I want to put forth there. Now comes

this matter of cost. New York is our State which has the greatest
population of beneficiaries. In 1932 New York expended $15,550,000
on pension payments. At the same time it expended $11,918,300 on
alms upkeep tor that same period. It costs New York in this year,
1932, $23.80 to pay each pension. What I am getting at is that these
pensions that we are trying to force on the States, to prove that the
greater number of pension's paid the more it costs to pay them, which
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is' dirntly opposite to' any.business'rnle., Where mass production is
afforded, there should bless cost per unit. I, ; ,
,The CHAIRMA?4. You have had,16 minutes. Thank you, very much,

and put, it in th1erecord, and the committee is going to study this
record before anything is done. *

'Mr. Wm. I certainly trust that they do.,
The CHAIRMAN. They will. We have a pretty hard tangle' here

t6 untangle before we get through-,to compose all of the differences
that hafe expressed here. . , " 0 , .
Mr, Wzm (continued). My findingsard that there,is not a large

enough number of citizens benefited by these acts to cause enough
interest. lThis is due to the clauses necessary for individual States to
include as a protection to States' money and in the words makes in-
eligible many honest, deserving, aged citizens. 'This includes all
States. On the whole, States' acts are not what they were at first
thought to be. Therefore, our experience has taught us a lesson.
Let us be guided by such.

To support my contention that States' pension systems are broken
down, let me at this time quote a publication on December 28, 1934.

Miss Perkins strongly endorses a plan which would provide Federal subsidies
to States paw'ing legislation guaranteeing an annual noncontributory pension
for needy persons 00 or 65 years old. Such a program she feels is necessary be-
cause that the old-age system now In effect in 28 States has broken down.

I am in full accord with our Secretary of Labor in her feeling in
this matter, and I greatly appreciate the truthful admission of one I
know, does know, of this condition.

This again causes me to repeat that the economic security act does
plan to force our States to accept a system that is known to be a
broken-down system and not a best step to follow.

Here is another angle of this system.
The State of New York expended in the form of pension payments

in 1932 the sum of $15 454,808, and in the same period they ex-
pended on alms upkeep the sum of $11,910,416. In this same year it
cost New York $3.80 to pay their pensions, or a total of $1,289,603.
A total expenditure in this year of the sum of $28,664,8 to such
care.

The State of Massachusetts expended in the form of pension pay.
ments in the same period, the sum of $4,249,614 and on alms upkeep
the sum of $10,903,116.88.

Now here is a condition that is directly opposite to any business
rule. It is known that where mass production is afforded, the less
cost per unit, but with pension payments such is reversed, in other
words, New York paid pensions to 54,185 dependents and it cost
$23.80 to pay. California paid 12,608 pensions and it cost $22.08 to
pay these pensions. New Jersey paid 7,000 pensions and it cost
$15.14 to pay these pensions. Utah paid 1,226 pensions and it cost
$8.03 to pay their pensions. In true words where the greater num-
ber of pensions are paid, the greater cost per pension to pay, and
where the less in number to pay the less cost to pay. I

This is the condition: Where the greater number of pensions paid
it affords an opportunity to slide in a greater number of political
favors-paid persons-that will not be noticed, but where the less
number pensions are paid it is not possible to exercise this favor
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without notice. Therefore this is an unnecessary cost and not an
efficient method.

In this I feel that it does to some extent assist in tho estimation and
weight placed on the proposed measure to force States to accept such
a system with this information before us however, if such be
requested I am in a position through study to give many more
examples as to why we should avoid this step.

The economic secu ity act does nut provide means whereby all
States may voice their difference, or explain reasons arbitrate. They
must accept the word of the administrator as final, one who is not
elected but appointed.

It will create a political machine of high-salaried administrative
officers. The entire system is without a standard. Old-age pensions
should not be designed for loafers or wasters; every application must
furnish proof of his character and his right; and all citizens should
have this right. Taxpayer's money should not be wasted, as he is
helping a worthy cause.

As per provisions, the Federal Government is within this act if
it pay but $1 a month to aged citizens in States recognized or less
due to the omission of a minimum figure; section 6, article C, and
section 7, page 8.

It does not state that the Federal Government shall pay one-half
of States' expenditures for this purpose, nor does it state that the
Federal Government will pay $15 a month to each assisted citizen
in the recognized States. That is the maximum; and as per section
6, article , the States' allotmets may be diminished to that per-
centage which the appropriation bears to the sum of all allotments;
$125,000000 is the sum after the first year.ThaS s moneys who may not be in a position to accept these
terms will be extended or used to benefit other States, and it will
not benefit in any way by its own money paid to assist its govern-
ment.

Any citizens who may by chance reside in a State which does not
recognize this act will not be regarded as a citizen but as one not
worthy of assistance in time of need, and he himself is not respon-
sible for the act of that State's officials. This is not equal benefit, and
I have every reason to feel and state that such may breed discontent
and other conditions I Sear to make mention of. I trust that it be
understood.

It is known that the year of 1940 will naturally be the expiration
of term of office for the present administration, should it be returned
in 1936. This act is so arranged that nothing is to truly start until
1940. The tax increase begins, the age requirement will be drop
in that year, due to the fact that 70 years of age will be permitted to
continue in the States' acts until 1940, and then it will be lowered to
65 years. We have 14 States with the age requirement of 70 years:
Arizona, California, Indiana Massachusetts, New York, New Jer-
sey, Oregon, Pennsylvania, Montana, and Wisconsin, with North
Dakota, 65 years required. All these States may continue their pres-
ent age limits until 1940. These are the principal States on a peR.
sion system. I foresee a condition forced on the next party, who-
ever it may be, due to this fact. It will make eligible millions more
to pensions.
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.he earnings tax starts in 1937 at one-half of 1 percent, and in
1942 it soars to 1 percent. That will be in the next. administration,
hnd keeps on going UP. a 1s :*t'o r

Again I ma mention of the administrator of the old-age pension,
title I of this act. What assurance for the future have we that this
willbe to the best interest of the people? The nextparty may change
to a person who is not truly in harmony with this system, and in this
way will have power to upset the entire system and force a complete
change in all Sitates' previously selected heads. As I have stated, this
act is without a standard whereby all States may be assured or
guided to some extent,

With greater than one-half of our States refusing to accept the
lines in this act cannot we place in our minds a picture of the sue-
cess of this acti

I do trust that conditions as set forth in this act be realized, and
that, we do not attempt to force such a burden on ourselves as a
Nation as do these outlined in this act suggest.

Whatever system we consider, let us give weight of that cost to
our Government and to what extent and how all citizens assist this
cause and the number of citizens benefited by such, and to what ex-
tent.

All elements of society should assist a cause so broad as this and
as the words of the American Association for Social Security but
they do not define-such should by no means be made to exist only
by the support, as in all such mentions when such is brought to our
attention, be assisted only by those who are less able to aid such
systems,'and to permit those who are more able financially to be
not mentioned in the lines due to the fact that they too benefit
greatly in a way other than benefits paid.
V It is necessary to understand all systems-foreign as well as do-

mestic--so as not to miss any section of them that may offer us pos-
sible assistance.

In viewing the Civil Service Retirement Act of 1920 up to 1929
this system was unassisted by our Government, and from 1929 to
.1933, June 30 our Government contributed the suin of $103,450,000
to assist this lund and created an annual appropriation of $21,000,-
000. In this present session, Congress added to this fund $20,000-
,00O in other words it increased its assistance 90 percent, thus now
making an annual appropriation of $41,000 000. In 1032, there were
2.5,5 7 annuities on the roll and in 1933 the roll was increased: by
7,268, making 14 total of 32,838 annuities on the roll. In 1034, June,
this roll was again increased by 11,875, making a total of,44,710
annuities on the roll.

With the sum of $21,000,000 allotted to this fund, and 44,710
annuities, this is at the )rate of $39.14 per month our Government is
assisting to pay those retired and otherwise relieved from service,
besides the - percent paid by Federal employees. And with the
fiew sum, $41,000,000 allotted, it is at- the rate of $19.41 per month
our GOvernment assists to pay those on the rolls, exclusive of the
al percent paid by Federal employees.

In other words, citizens outside the civil-service employment are
forced to assist this fund in' the form of taxes and in no way have
any right to claim benefits therefrom. Do we consider the conditiois
upon which these pensions are paid? Regardless to property hold-
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ings or financial standing of those receiving or eligible to such pen-
sions, we pay same and no mention is made of such.' There -are
persons in Washington, D. C., who own 2 and 3 houses, getting,
revenue from such, and at the same time citizens who have no claim
to such benefits are made by law to pay these pensions.

This is only a fair view of this system; and it ismy contention
that a similar system can be extended throughout this Nation, and
that the sums now contributed to this cause be diminished, and that
all citizens do assist in a different manner, which, in turn, will relieve
all States of their now burden and overtaxed condition that does
exist. In this way we will be extending such rights to all citizens
and hsot only a few who may by chance come under its head. I have
a complete plan that I have concluded only after 7 years' constant
effort and study, and unassisted by anyone knowingly. I am satis-
fied at any time to explain in full this system and do at this time
offer the chairman of this committee an outline of this plan. Trust-
ing that I may be given that opportunity to explain their lines, as I
know there are phases included that may not be fully understood,
I am at leisure at any time it is the pleasure of this committee 6r
any other parties they may direct or suggest.

I thank you.
(The matter referred to above follows:)

OjSros To S. 1180, Soo -Ssovmry BuLL

The entire bill is without a standard.
It creates a political machine of high-salaried administrative officers.
No State has any right to arbitrate on any differences that may arise.
Forces States to enact an individual State pension law, which has been

proved to be an unsuccessful venture and has been admitted to be a broken.
down system, In which only a small number of citizens can be cared for; duo
to the added clauses necessary to protect citizens of that State, in turn, makes
ineligible citizens who are deserving and honest otherwise.

Is not constitutional, due to the fact that more than half of the States
will be forced to pay taxes for benefits which they themselves will be denied.
Not an equal benefit--section 8, Constitution of the United States.

Further, the higher reaches of society ate protected from assisting a cause
so worthy and broad as this aim.

The entire bill is arranged so as that nothing will start until the present'
administration has left office, 1940, at which time the next party, whoever it-
may be, will be subject to the advanced payments as arranged in the bill.

No benefits will be effective in the near future.
The 70-year age requirement is permitted to remain until 1940.
The 10-year-resident clause need not be changed as per the bill
Not an assurance for the future; in this way the administrator whp is

appointed has full power. The next administrator, who is not 'eecgle, may
not be In harmony with the system; but, due to the fact that he has the
power, he can upset the whole system, and the States are not permitted to
voice their side; therefore, they may be ignored as States and citizeup, for-'
gotten as all States in the start who do not join in a known failure.

The bill will be carried, as per lines, If the United States Government 'paid
only $1 a month per aged citizen, or less--section 7 and section 6, article 0..

Many references throughout are made to assuring subsistence compatible'
with decency and health. No definition is given to this; therefore, It can be'
made to mean as the administrator may choose. Such should be replaced with
a minimum figure.

No mention as to the status of railway, State, and Government employees,
should they become unemployed; there should be some protection offered.

Here Is a comparison: The Civil Service Retirement Act is just a little over'
14 years old.

The Federal Government made no appropriation to assist this fund! from;
1920-its origin -- until 1929. Then, from 1029 up to June 30, 1933, the Vedekal
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Government assisted, this fund to the extent of $108,40,000; and from June
80, 198, to June 80, 1984, there was on annual appropriation of p1,000,000.
Now this session this $21,000,000 appropriation was increased 90 percent, or
$20,000,000, thus making a total of $41,000,000 annually allotted to this fund,

In 1932 there were 25M18 annuitants on the roll
In 1933 there were 82,888 annuitants on the roll, an Increase of (,268.
In 1984 there were 44,710 annuitants on the roll, an increase of 11,875; this

* is as of June 30 in these years.
* Now, with the Federal Government contributing $21,000,000 to this cause,

with 44,710 annuitants on the rolls, as of this year, at this rate the Federal
overnnrent is paying $9.14 per unit per month; and with the 90-percent In-

crease, or a total now of $41,000,000, that Is at the rate of $76.41 per month
the Federal Government is paying for each civil-service retired employee.

The citizens of the United States are forced to pay this amount In tax
form for this purpose and are in no way subject to the benefits.

If the Federal Government can afford to pay $89.14 per month, besides
the three and one-half contributed by the employee, to retired civil-service
employees, why cannot this system be widened to include all citizens and
only those who honestly need help? And In place of the Federal Government
contributing, cause all elements of society to assist this cause? I

This is only one of the many angles necessary to understand in this study.
In viewing the foreign acts we see many Instances whereby we by no means
could give them a thought, much less consider them.

I like to give examples of everyday life, in comparing possible plans as to
why such is necessary and why such could be avoided. Therefore I cannot
content myself, and be satisfied to explain my plan or ideas, In only a few
minutes. It has taken me years to understand, therefore to be honest with
the subject It cannot be properly explained in a small space of time.

We have many conditions in the United States which should not be tolerated,
and such is known officially.

Bill proposed by Joseph P. B. Wler.
To provide old-age security for all persons over 80 years of age in the

United States of America. To raise revenue by an income-assurance tax.
The management of, method of securing places to be established for.

Be it enacted bl the Senate ad the House of Represenfatives of the United
States of America in Cores assembled, That this act be known and cited as
"America's aim, old-age assurance act."

DEFINITIONS

Swrrxo 1. When used in this act the term-
(a) "All persons in the United States" shall mean all persons over the age

of 21 years, citizens or aliens, so long as they have established a -residence
within the continental limits of the United States of America for a period of
more than 8 months.

(b) "Employer" shall mean person, persons, partnership, association, or
legal representative, trustee, or representaUve of any group transacting any
business whatsoever, so loug as they have assisting them, or employ, more than
four persons.

(c) "Identi|catlon card" shall mean a card to be held by all persons in
the United BtatW and to be pr6dticed within 24 hours when inspection Is re-
quested by such persons authorized to inspect same. Identification cards to
bear name of such person, with space of dates, amounts paid, and seal of re-ceiving agent. ,

(d) Income assurance tax" shall mean a payment of 8 percent of all earn-
isfrom $ per annum to $8000 per annum and of 1'A percent of all earn-
ings in excess of $8,000 per annum, whether It be salary, commission paid
from dividends earned, or from profits arising from any other nation, so long as
United States currency is involved, directly or indirectly. The Federal or
municipal governments shall not contribute in any other way than by 1% per.
cent of all inheritance taxes collected by them. Charitable institutions (where
no fee is charged for their service) are exempt from any tax whatsoever.

(e) "Exemption" shall mean the payments received by foreign consuls and
their aides for services rendered their respective countries; further, It Is here
understood that foreign representatives' are in a position to, deal direct with
the United States Govetnmenft or subject themselves to the same income assur-
ance tax.
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(9) "Agents to receive income assurance tax" shall mean any branch post

ofce where money Is received as deposit, or as may be directed by the Secretary
of the Treasury of the United States of America.

(g) 4 Commissioner of - " shall mean a person presented by the Presi-
dent of the United States to the Senate and the House of Representatives for
their approval,, with the following qualifications:

1. A United States citizen by birth.
2. Over 50 years of age.
3. Is in harmony with such a plan, and understands same.
4. Is not a member of or a stockholder In any business-transacting group.
5. To be responsible for the management and maintenance of the system.
6, To be compensated by an amount not to exceed $9,000 per annum and

necessary travel to properly direct.
() "Assistants to the Commissioner of - " shall mean three persons

to be appointed by and in the same manner as the Commissioner of -,
with the same qualifications.

1. To be under the direct supervision of the Commissioner of -.

2. To be compensated by an amount not to exceed $7,000 per annum, and
travel as directed.

(i) "Chief surgeon" shall moean a person presented to the President of
the United States by at least two medical or surgical Institutions in gool
standing In the United States, In turn is offered by the President to the Senate
and the House of Representatives for their approval.

1. With the same qualifications as the Commissioner of -, further, to
be a regularly licensed physician and surgeon.

2. To be responisible for all medical and surgical activities on all places that
may be established.

3. To be compensated by an amount not to exceed $15,000 per annum and
necessary travel to properly direct.,

(J) "Assistant to the chief surgeon" shall mean three persons appointed by,
and In the same manner as the chief surgeon.

1. To be under the direct supervision of the chief surgeon.
2. To be compensated by an amount not to exceed $7,000 per annum, anmd

travel as directed.
(k) "Head matron" shall mean a woman appointed by, and In the same

manner as the Commissioner of -' with the same qualifications, except
the age shall not be under 40 years; further, to be a trained nurse.

1. To be responsible for all activities of such nurses as may be necessary on
all such places as may be established.

2. To be compensated by an amount not to exceed $T,000 per annum, and
necessary travel to properly direct.

3. To function In harmony with the chlef surgeon.
(i) "Student assistants" shall mean such students as may be assigned to

such places as may be established by their respective colleges, medical or
surgical, to advance their knowlege In medical or surgical science, such
assigning institutions shall be In good standing In the United States,

1. To be under the direct supervision of the chief surgeon.
2. To be dismissed at any time by the chief surgeon on findings not in har-

mony with the system and/or does not respect all dealings to and for.
3. Not to be compensated for their duties but, quarters to be furnished.
4. No assignment shall be for less than 3 months duration, but may be

extended to any period, deemed to be advisable.
(m) "Places to be established" shall mean such places as may be estab-

lisbed In a similar manner to a town. To consist of apartments for living
quarters, hospitals, admInIstratloh buildings, occupational buildings, as per
plans outlined by Joseph P. B. Weir, to be submitted and arranged so 0s to
comply with the laws of the United States.

I. To be located as near as possible to the greatest populated centers. (One
place may care for Inmates from 4 or 5 States.)

(n) "General rule" shall mean no religious sect, no political party, no
fraternal organization shall be given any preference. All to be equal.

(o) "Organization (America's aime)" shall mean the representatives and
delegates formed to unite in' the management of such system, and places,
fronM the several States and territories In the United States.

(p) "The masculine shall Include the feminine."
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Sao. 2. (a) After 3 years from date of announced opening, a body, shall W
formed to consist of 1 person for every 15,000 population in the several States
and Territories in the United States, to be termed as representatives of that
State or Territory.

(b) To be selected by and in harmony with all States but to be distributed
as per populace and not all from any one city or town.

(c) To meet once each year, to the convenience of that State.
(d) 'o discuss management of places established, for the betterment of,

and to elect delegates to attend the yearly convention (1 delegate for every
10 representatives) and to properly instruct such delegates.

(e) The several States and Territories shall be duly notified as to place
of convention, and time In advance of same.

(f) A like number shall represent the registered persons.
(g) A registered person may represent that State in which he may be as-

signed to an office or agency outside the limits of such place as may be estab-
lished but in such case will not be considered as a registered person repre-
senting.

(h) All delegates shall have verified any complaint they may have to offer
at the yearly convention.

(i) Any group who may oppose any motion for the good of the system will
be required to take the floor and explain the reason for such opposition and
make same clear.

(J) Each group of delegates from the several States shall have the floor until
all business they may have to offer has been finished. One or more may be
selected to speak for that group, but all shall vote.

(k) No vote will be taken until all groups have been heard, and all voting
will be by signature, not by secret ballot.

(1) Those to be present at these yearly conventions shall include the chief
surgeon, one assistant, the commissioner of -, one assistant, the head
matron, and any other person found necessary to have been appointed for the
proper functioning of a system of this nature.

(m) Delegates will not be compensated for this duty, but such can be ar-
ranged to care for transportation. (By State cooperation.)

(n) After 5 years from date of announced opening, all previously appointed
persons shall be elected by the delegates in the yearly convention for a period
of 4 years' duration, and to be finally accepted by the Senate and the House
of Representatives, and signed by the President of the United States. Such
persons elected to take office 3 months after election.

(o) The principal of this system will in no way be changed without a three-
quarters favor.

(p) No group shall dictate to this system except designated to do so by the
delegates in the yearly convention. It is here to be known that the delegates
representing the several States and Territories are the members of control
and that this Is a national problem.

(q) America's atm, old-age assurance.

IPISSONS a 5015m

Smc. 3. (a) All persons registered to be governed by all rules that may be
necessary to establish from time to time for the good of all concerfted.

(b) To assist in the management of by honest attention to the varl6us duties
that may be assigned him,necessary to function in a system of this nature.

(c) To make a report of any Irregularities, that .maj cbme to his atteution.
(d) To in every way make cheerfulness be an outstanding aim.
(e) All persons accepted from whatever State or Territory they may have

Mdae applicntion.

FORM OF COMPENSATIONI

Sio. 4. (a) All registered persons shall be directed to report to that place
established nearest to place of enrollment, or as directed.

(b) The nec*sary travel will be cared for by the system, when traveling on
order.

(c) A registered person may, if so directed, be assigned to such duties as
recorder or assist In the management of such office or sgency as may be deetvied
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ee~sary by the Commissioner 6f - 'providing physical conditions and
qualifications are deemed suffclent to carry on such duties.
(d) Registered persons assigned to an outside duty may reside at any place

convenient to himself, so long as such Is agreeable, clean, and healthy.
(e) No registered person shall be made to reside at any designated place

while on duty outside the limits of such places established.
(f) Registered persons assigned to an outside duty shall be compensated

by an amount not to exceed, and not lesi than $45 per month.
(g) Monthly payments 'shall be computed by, and with the added, any

other income that may exist.*'(h) Any registered person asigned to an outside duty may be recalled and
his outside asilgam~et terminate ror,

A. The abuse of the use, O lcohlic beverages.
H3. Is not honest and properly performing the duties assigned him.
.0. His physical condition no longer permits.
D. Conduct has caused the attention of- tie police courts; further, no Inter-

ference will be made In any case where a. registered person has committed
himself and a term is allotted bin! In any Jail or workhouse. All moneys that
Aay become due shall cease on date of conviction, and when such time has

n served, such person will be directed as to where and how to report.

ZZIOMrERD PWolsS, =GIZLU TO SE

S0. 5. (a) Any person in the United States of America who-
(b) I a citizen of the United States of America by birth, or having filed

final papers for such no less than 15 years immediately preceding date of
application.
(c) Has attained the age of 60 eats or upwards.
(d) Is not in any jail, prison, wovkhouse, insane asylum, or any other cor-

rectional or reformatory Institution.
(e) Is not a known habitual drunkard.
(f) Is not a known drug addict.
(g) Is not a known immoral character.
(h) Has not purposely evaded his Income-assurance tax.
(1) Has an Identification card.
(J) Does not possess property value in excess of $3,000 If single, and not In

excess of $5,000 If married.
(k) Has no i6corma In excess of $600 per year.
(1) Does forfeit rights If registered, that if through inheritance an estate

of sufficent value be awarded him, that such cost at the rate of $30 per month
for such time care has been tendered him shall be paid this system therefrom,
nd the same be paid at death if such sums are found in registered person's
amene
(m) The administrator of such estate shall be ordered to pay such claim

before say other, except Federal or maunielpal governments.
(n) Has not been tried for murder, and acquitted on the grounds of insanity,

later adjudged sane, And glven liberty.
.(o) Has no son or daughter or any other person liable for his support by

law (such persons liable) deeined to be able to support a dependent, it total
earnings are in excess of $1,800 per annum.

(p) Is not an habitual criminal, deemed to be such if convicted on two or
miore major crimes? t
(q) No person ivho does pUroosely digpose of property or any other valuables

sp as to be able'to slaim eligibility to this system, within 8 years Immediately
Orectding date of application.': f ,'

(r) No person who does desert his wife, or her husband, leaving children
under the age of 16 yearA;, except in such eases Where a court has decided in
favor of such party. The deserting party in this act is not deemed to be a
dignified person, and not worthy Of honor or consideration.

*" DUTIEs A D VOW=$ Or coa1iassioW m

So 6.'(a) The Commisslontr of f shall-havefull power to dir 'ect the
management of such places as-may be established, as to location by 0e Senate
and the;House"of Repreentatives . . I.
(b) To properly establish a system of recording and such ofies or agencies

as he may deew to be the best advantage to all concerned.
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(e) To properly direct his assistants, and elect one to be at aU times on
such places as may be established, to represent himself.

*i (d) To assign such registered persons as recorders, and to such omees or
* agencies as near as possible to their place. of enrolment providing physical

conditions permits, and they are qualified to carry on such duties.
(e) To permit all outside assigned registered persons to reside as per

section 4, article (d) and e).
(f) To assist the chief surgeon in the purchase of supplies and sign with

him all such bills, and in every way to function with him in the management
as a unjt.

(g) Not to hire any outside help as recorders or in any office or agency so
long as there are registered persons able to carry on such duties. Further,
if such becomes necessary, not to hire any person under the age of 0 years.

(h To tender whatever data requested by the several departments of the
United States Government for record, when possible.
(i) To see that such places established are beautified to the greatest possible

extent.
(J) To enforce the general rule In the condqctng of all duties.
(k) To consult In person or by letter the States authorities in such matters

that are necessary where a registered person has committed himself assigned
to an outside duty, and be governed by their advice.

(1) To see that no industrial plant be established that will produce any
article for sale, on such places as may be established.
(m) To assist in every way in the arrangements of and to be a church of

any denomination whatsoever, if such request has been properly made.
(n) To cause farm activities to be a factor In the management.
(o) To treat all registered persons as persons paid at all times.
(p) To attend the yearly convention of that body known as the "America's

Aim Body", and arrange that one assistant also attend. ,
(q) To be governed by the activities of such meetings, be mutual.

DUTIES OF ASSISTANTS TO TiE COMMISSIONER OF

Sw. 7. (a) The assistants of the Commlssloner of - to
(b) Accept the orders of the Commissioner of - as duties of.
(c) To report any irregularities that may come to his attention.
(d) To treat all registered persons, as persons paid at all times.
(e) To enforce the general rule In the conducting of all duties.
(f) To travel only on the orders of the Commissioner of

DUTIES AND POWsI Or CHIER SUZOSONS

SEC. 8. (a) The chief surgeon shall be directly responsible for all medical and
surgical activities on all such places as may be established.

(b) To confer with the Commissioner of - in matters of purchase of
supplies, and sign with him all such bills.
(c) To arrange that one assistant be stationed on all places that may be

established, to represent himself.
(d) To attend the yearly convention of that body known as the America's

Aim, delegates' convention, and arrange that one assistant also attends.
(e) To arrange with such medical .and urgical institutions as may be in

gco standing in the United States, so as to advance the interest of the
students and the system and to advance medical and surgical science.

(f) To arrange for quarters for students as may be assigned to such places
as may be established, to advance their knowledge in medical or surgical
studies.

(g) To cause a clean, healthy, inviting place at an times
(h) To enforce the general rule in the conducting of all duties.
(i) To treat all registered persons as persons paid at all times.
C) To assist and cause to be such lectures, at any place that may be estsb.

l/shed (hospital auditorium) that of medical and purgical science, to advance the
Interest of humanity.

(k) To tender whatever data requested by the several departments of the
nlte MStates ovetnienft for recod; when posble. - ' ! ...
(1) To be guided by the general actions of th6'deleates In the yearly eoa*

vention, be mutual, reciprocat. 1. , . . .
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DU'T OF ASSISTANIG TO THU CH1r SOCOON

Sm 9. (a) The assistants to the chief surgeon shall accept the orders of the
chief surgeon as duties of.

(b). To report any irregularities that may come to his attention.
(c) To enforce the general rule in the conducting of all duties.
(d) To treat all registered persons, as persons paid at all times.
(e) To travel only on the orders of the Chief Surgeon.

DUTEM OF HEAD MATRON

8 10. The head matron shall govern all activities of all nurses on aU such
places as may be established.

(b) To accept the orders of the chief surgeon in all medical or surgical
activities, and the Commissioner of - in matters of housing. To work in
harmony with the system as a unit.

(c) To enforce the general rule in the conducting of all duties.
(d) To treat all registered persons as persons paid at all times.
(e) To report any irregularities that may come to your attention.
(f) To attend the yearly meeting of that body known as the America's Aim.

Be governed by their actions, be mutual.

INCOME ASSURANCE TAX, HOW PAW, BY WHOM

Sm. 11. (a) Income assurance tax shall be paid weekly by all persons who
receive their earnings weekly. -

(b) Income-assurance tax shall be paid monthly by all persons who receive
their earnings monthly.
(c) Income-assurance tax ball be paid yearly, by all persons who receive

their Incomes yearly, be It from salary, dividends earned, commissions received,
earned Interest, bonds, stocks, securities, loans, or any other income from any
transaction whatsoever.

(d) To any branch post office where money is received as deposit, or as may
be directed by the Secretary of the Treasury of the United States.

(e) Organizations employing more than four employes shall deduct the-sum
equal to proper income-assurance tax from each employee weekly and make
such payments in lump sum, not itemized, such payments shall be properly
recorded on organization card. Sums deducted shall be properly recorded ox
employees identification card, with amounts, dates, and organization's seal.
'All identification cards of employes shall be kept in the office of the employer
and returned When employment ceases.
(f) All incomes not regular such as inheritance, gifts, by one not regularly

employed suco as housewife and others who have their cards sealed moiithly
by recorders, created for that purpose, will be Instructed by said recotdets as
to the p roPer course to follow.

(g) Housewives, and others not employed, shall have their Identification
cards, sealed by recorders for that purpose, and when employment Is secured
such recorders shall be so advised.

I DI 'AULT Or INCOME ASSURANCE TAX

Six 12. All persons In any class linoe-assurance tax who does default such
payments shall be subject to a fine equal to three times the. amount defaulted,
.and the cost of any court qctlon necessary to secure san, Oorhlr rlsonomeEt..of

(Odays, or both.

iVrskooe or SEWUIIz PLACES TO BV 'WVA=LSHrD

So. 13. A certain year shall be taken as the key year.
(b) The total expenditures on alms upkeep, and the care of the aged cttl5sets

i that State otTerritory In thq key yetr.(c) One-third of eXpnditutres'as per Wtl[on 18, hitcle (b) shall' be termed
the figure payment.
(d) Each of the several statesg and Territories shall make the figure" My.

pent on entry of theIr shafe'In securing such places to be established; when
tese paee carefully Mid the figure payitent ceases.
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(e) No act is.to be created that may cause gjuy State or Territory pay any
part of maintenance of such places as may be established.

(f)The:United States Government shall advance a sum, or credit, so as
such places to be established, may be started on, and on entry of the States
citizens, the figure payment, shall be the method by which the UnitedStates
Government be repaid for such advance.

INTENTONS OF THIS AOT

Sm 14. The provisions herein contained shall in no other way be taken than-
(b) din act to care for, and provide assurance for all citizens of the United

States of America who have attained the age of 60 years or upward, and
qulfy.

(c) An emergency that does exist, and will continue to exist, at such period of
life beyond control, where citizens due to their age are no longer capable to
compete with the younger generation in trades.

(d) Are not recognized as desirable by hiring agencies, or by firms doing
business for profit.

(e) All now paid pensions of any State or Territory, may be transferred to
this system by that State assisting in its creation by the payment of the figure
payment, therefore, it will be a total saving to all States, and a lesser tax
burden on the citizens of all States in the United States of America.

(f) It cannot be termed as a charity system, it is a paid for assurance.
(g) The Constitution of the United States does specify that benefits shall be

equally shared by all.
(h) It is noted that industrial organizations refuse to hire men who pass 40

years of age.
(I) All citizens who may by chance some day need assistance is herein

recognized.
. (J) Sixty-five and seventy years limits are illogical. Sixty years is the true

and proper age requirement.

TE TRUM TONE Of IL. S. IzIS

A citizen of the United States of America, regardless as to how honest he may
have been in the past, or how faithful he has been to this, his country, and to
industry, if his State's authority sees fit to ignore the dictations of the admin-
istrator, he is to be ignored as a citizen of the United States and be permitted
to lay about the streets and starve or freeze.

Too great an undertaking, no nation has undertaken to cause all social needs
to be satisfied by the creation of one act. It has taken years of experience for
them to conclude or cause all social measures be cared for In some manner or
another. Therefore we should be guided by this experience. Many lines in
bill 1130 are no more than those of foreign acts, but not condensed sufficient
to be properly placed.

Nevada enacted their pension law in 1925. These are years enough to go
by to know to what extent their citizens have accepted such act.

Kentucky enacted their pension law in 1926. That' too is years enough to
have by now made experts of their pension heads.

West Virginia enacted their pension law in 1931. That was not last year.
Now neither of the three last-named States, with all the years such laws have
been on the books of their respective States, are not paying pensions to their
citizens. My contention is, what good is such an act if the citizens'of such
States do not benefit by such acts?

Maryland enacted their pension law in 1927, with a population of 1,631,562,
and 24 counties. With all the years this State has had this act on the bookS
of their State, should It not by now have used enough recognition by the
23 counties who do not recognize such act, if it was so wonderful? December
31, 1932, this State paid Just 143 old-age pensions, and in 1933 it paid, Just
141. pensions..

In my interviews with citizens of Maryland who pay taxes in this State
and who were born in this State, never resided outside the limits, haye no
knowledge of any pension system whatsoever in their' State.

Wisconsin enacted their pension law in 192. There are 71 counties in this
State; 8 ncottes only recognize such an act; 03 do not recognize such an act.
s this not possible there must be something wrong, when counties surrounding
these few counties who do recognize tbelr act, and are able to understand the
conditions, still refuse to have anything to do with the pension laws?
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! New York In 1932 expeneo1 In pension payments the suPi oX $15,44,08 and
In the same. period expended 9P alms' upkeep he sum of $11,910,279.44,

Now In New York,* the greatest State in number 6f pensions paid, dropped
in pension payments to the extent of 3,079 in 193. This is the greatest drop
noted in any period in any State paying pensions. Their total In 1982 was
54,185 pensions paid. At this time It should have been increased as other
States with a pension act on thbIr books. It is Impossible to place all the
data before you, so I will save It for reference for you at any time you so
choose such. On any angle, I feel capable to define conditions, therefore it Is
for anyone to prove different.

Four million aged citizens; $45 per month equals a 44.eent per capital
weekly tax to 125,000,000 population, or $2,M80,000,000. Cost, $2,100.OOQ,000;
surplus, $70,000,000.

The CHAIMA,. The next witness is the Rev. George Reid
Andrews, of New Haven, Conn.

STATEMENT OF REV. GEORGE REID ANDREWS, ,XECUTIVE
SECRETARY OF THE AMERICAN EUGENI(B SOCIETY

Mr. ANDRIWs. I am addressing myself to title'7 of Senate bill
1180, dealing with maternal health and child welfare. I am rep-
resenting the American Eugenics Society, being its executive sec-
retary. The Eugenics Society exists to see that our children are
well born and well bred. We are, therefore, interested in eugenics
and euthenics. We want to see at least four children born to every
couple capable of bequeathing to their children a sound mind in a
sound body, and able to provide for their children a fit home and
proper character training; and conversely, we want to see fewer
children in families unable to provide adequately for their off-
spring, and no children born to the feeble-minded, heteditarily
diseased, the insane, and the habitual criminal. Anything, there-
fore, which affects maternal health and child welfare is of-concern
to us.

We rejoice in this plan of greater economic and health security as
set forth in this bill, especially its features relating to maiernal and
child welfare, although we wish that the appropriations for these pur-
poses might have been more generous. The provisions of the bill go
far, but we do not believe they go far enough. There are aspects U
maternal health of great importance which are not mentioned and, if
considered at all, are vaguely hinted at. The condition of a mother's
health at the time of conception and during pregnancy affect the vital-
ity of the child. Moreover, the ability f the mother to care for the
physical$ mental, and spiritual needs of her children in her home is of
great importance for both mother and children. The Eugenics So
ciety believes that the times and frequency of pregnancy are of vital
consideration in any program of maternal health and child welfare.
A program which ignores these elemental aspects of maternal and
child health closfs its eyes to facts we ignore at our peril - : ' ".

We wish toriecommend, therefore, the incorpoftlon in this bill
of provisions' to study the crude and health.destroying practices of
distraught mothers in their efforts, to prevent unwanted conception,'
and the methods employed to interrupt c6neeption onceb it'has =4akei
plce, and above all to provide adequate and sclen'tifc, idormaton
for ihothers by which they Imay voluntarily limit their ,fmilie. in
keeping V~ith, their health aiid econiomi6 abilitq:,to ;are, fortheir

ilOd,0n -35----4"
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Moneyspent in this fundamental work for maternal welfare will
prove trul preventive, and will decrease rather than increase theburdens of taxation.I

The CHaIf. Thank you very much, Doctor.
Mr. A;DRnvs. There is one suggestion that we would like to make

if it is in order. If one word were inserted in this bill, we believe
that all that we ask for would be covered.

"Iho CnAa AN. Where is that
Mr. Axwnws. It is in line 11, section "'01, title 7; and if the word

were inserted just before the word "maternal care ", which would
make it the third word in line 11, the line would then read, "And con.
dusting special demonstration and research in contraception, ma-.
ternal care, and other aspects of maternal and child health service."
Just insert the one word "contraception."

The CmAxRA*. Thank you very much.
Senator CON;ALLY. Let me ask you one question. Is there any

distinct opposition among the medical fraternity to these portions
of the bil that you have addressed yourself to on the idea that it is
an' invasion of their private practices I have heard some rumors to
that effect.

Mr. Aimazws. I have never talked to the organized medical pro-
fession. I have talked to individual doctors and every one with
whom I have talked is heartily in favor of that. There is some or-
ganized oppositioA in certain quarters, I understand, but when you
approach the individual you do not find much of it.I Senator CONNALLY. Is there not some resistance in medical asso-
ciations and'organizations to the embarking by the Government by
anymeans upon any kind of public-health measures and mothers'
care upon the theory that it takes away from the private prac-
titioners their opportunities

Mr. AnDREws. I suspect there would be some professional consid-
eration there, but we do not feel it is of enough importance to pay
attention to it.

The C9a AzmAN. Thank you very much. The next witness is Mr.
qhtiy Irving Burch, of New York.
STATEMENT OP OUY IRVING BURCH, DIRECTOR, POPULATION

REFERENCE BUREAU, NEW YORK CITY
As a student of vital statistics and population -growth during the

past 12 year I do not come before your committee to argue for or
against this. bill, but rather to present certain fundamental data
whicli, it appears to me, should be considered in connection'with this
bill for economic security among the American people.

I am especially interested in*two parts of this bill. First, in title
II, headed "An' o nrPation for 'aid to dependent children ", and, see-

onli ile. 1I, headed- "Maternal 6,nd child health."1
In section 201 of this act it is proposed that $25,000,000 annually

be appropriated from funds in the Federal Treasury Yor aid..to de.
pendent children. It is Also proposed in this act that this sum be
augmented by funds from the various States. These large sums of
rMoney, lile mudh greater sums for unemployment and general relief
runninginto the billions of dollars, will, of course, have their effects
upon the standards of living of the self-supporting and negative re-
action upon the size of their families. It is therefore of importance -

'1004
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thht our efforts in relieving suffering be guided by a full knowledge
of the facts and with a purpose of giving permanent relief instead
of agavating the situation so that our children and grandchildren
willIe confronted with still greater problems.
:Recent reports from the Federal Relief Administration indicate

that there are approximately 4,000,000 families or 16 000 000 per-
sons, on Federal relief. Probably the number of individuals receiv-
ing public and private relief in this country today approaches
25,000,000, or approximately one-fifth of our entire population.

An analysis of persons on relief made by the Federal Relief
AdminIstration inieates that 42 percent were children under the
age of 16 years and that large families% having six or more children,
word bearing a large proportion of the hardships that go with unem-
ployment distress.

Sample studies made by the Milbank Memorial Fund, I may add.
one of the most reliable institutions in this country op matters of
vital statistics, indicate that families experiencing unemployment
have 48 percent higher birth rates than families not experiencing
unemployment. Dr. Samuel A. Stouffer, of the University of Wis-
consin, in a paper to the American Statistical Association, found
thatinMilwaukee families on relief had a ,birth rate 35 percent
higher thanl self-supporting families.I I talize; of course, that during this depression there are .many
families experiencing unemployment and receiving relief that would
ordinarily be self-supporting. I am not suggesting.that such fami-
lies should not experience the pleasures that come with the birth of
children. Nor am I suggesting that the Government interfere with
the increase in their numbers. I would like to make this clear. -As
a matter of fact, it is precisely because the Federal Government has
interfered with poor families getting reliable information as to how
to effectively control the number o their children that is causing
much unnecessary suffering and hardship among these families.
refer to sections 211 245, and 312 of the Criminal Code, which makes
it a crime punishable by $6,000 fine *and 5 years in prison for even
the medical profession to transport contraception supplies by mail,
express, or common carriers from one hospital to another even in
States which have no laws of any kind concerning contraception.

Dr. Raymond Pearl, of Johns H~pkins, in an exhaustive study
for the Milbank Memorial Fund, reaches the conclusion that-
the national policy of prohibiting the free dissemination of accurate scieatfic
information about birth-control methods is adding definitely -and measurably
to the difficulty of the problem of poverty and unemployment with which our
children and our grandchildren will hive to deal.

These sqctions'of the Crimiiial Code mentioni-d aboVe tie thie~ands
of the medical profession and drive the distribution of contraceptives
underground, and the wholesale bootlegging of fake contraceptives
endangers the health of many thousands of m6thersg which also
endangers the health of their 6ildren. TLrgely beaiso of the lackmical Methods of contracption it is estimated that
there are more than 800,000 abortions in 'this country annually. This
ignprance also contributes to a greater or lesser extend i' the death
o one 30,o00 women and 200,090 infants ual ly. What a waste
of human resources.

1005
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This briiigs me to- "title .VII'" of the Economic. Security Act.
headed "Maternal and child health." Section 701 of this act would
appropriate $4,000,000 annually from funds in the Federal Treasury
in order to enable the Federal Government to cooperate with State
agencies of health in extending and strengthening services for the
health of mothers and children, especially in rural areas and in areas
suffering from severe economic distress. I may say that it is in
these very areas where sections 211, 245, and 312 of the Criminal
Code do their greatest damage to the health of mothers and children
because reliable means of contraception must generally be transported
to rural areas, which transportation is prohibited by the Criminal
Code, and parents who are tinemployed and families who are largely
dependent upon charity clinics and public hospitals cannot afford
bootleg methods of contraception which their more fortunate neigh-
bors demand and get from the private physicians.

Many relief workers from the headquarters in Washington to the
most distant rural areas realize the pressing need of making avail-
able reliable methods of contraception to families on relief, especi-
ally in rural distrkto, but their hands are tied by the Criminal Code.
Perhaps it is not ih order to recommend that the Econoumic Secur-

ity Act inclues an amendment to sections 211, 240, and 312 of thQ
Criminal Code which would enable the medical profession and
through it the Relief Administration to make available contraceptive
information to families on relief, but the facts would appear to in-
dicate that until the hands of these agencies are set free in this re.
aspect the health and lives of many mothers and children will be
endangered, and the existing evil may even be nourished on tax-
payers money which might be more wisely spent if relief were ac-
companied by contraceptive information.

The CHAMMAN. I am placing in the record a letter and statement
on the pending bill from Dr. Eveline M. Burns, of Columbia Uni-
versity. N ew York City. , .

COLUMBIA UNMvUIT r,
HXeNw York, N. Y"., February 15, 1935.lion. PATIIAUIBSON

Ohairmon Vommlttee on Fioe,Washingtan, D. 0.
MY DtA)M Ms. CHAIRMAN: I am enclosing herewith a statement in regard to

the Economic Security Act (S. 110) 'for the consideration of the committee.
In this statement I 4raw attention to certain features of tue bill which in my
Judgment will render It unworkable and are likely to postpone rather than to
tncourage the establishment of unemployment Insurance. 1,

I have for many years been making a special study of the problems of wl-
employt ent cbmpensatln, both in this country and abroad, and have written
various articles and read papers before the American EconomlcAssociatton'on
the ubjet, Ip 1933 I was sent to Europe by Columbia University to inveetL-
gatdetie 6P tbn of the German unemployment relief system. Last fall I
acted is a consultant to the' Committee on Economic Security., Since 1928 1
have been a member of the granite faculty of economics at Columbia University.

During the past few years I have played an active part in the movement to
secure unemployment insurance legislation In New York State and have worked
closely with such'organlzatf6ni as the New York Conference for unemploy-
merit Iwrutance, the AmerimcnAssociation for Social Security and other groups.
and have appeared at Albany on several occasions. As vice president.of the
Consumers Legue of New York an_ member of the national board of the
Y. W. C. A. !.bn continuously consulted by these organizations In regard to
the problems df social-lekFilatln'and especially of unemployment Insurance.,

Yours faithfully, * ; - 6
EVELINI M. iums.
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Tu Usumnormv COM"NIATION Paovxsxons (TiTLN VI) oF THE WAoNE-
Lawzs-Dorouvw Buz (S. 1180)

Statement by Dr. Eveline M. Burns, Columbia UAiversity, for presentation to
the Senate Oommittee on Finance

I shall direct my attention to title VI of the bill, and with all respect would
make the following criticisms of the proposed method of bringing about unem-
ployment Insurance. The bill Is to my mind objectionable for the following
reasons:

1. It will not bring about unemployment Insurance to any significant extent.
2. It will lead to great lack of uniformity and to confusion.
3. It adopts a clumsy and duplicating administrative mechanism.
4. It fails to make provision for effective stabilization programs.
5. It Is unnecessarily conservative In many respects.
6. It Is badly drafted at many vital points.
7. More satisfactory methods of bringing about unemployment Insurance are

available.

1. 11 WILL NOT BRINO ABOUT UNE IWYMNT INSURANCE TO ANY SIGNIIOANT
Ex *T

(a) The absence of essential standards In the bill largely nullifies the alleged
protection against unfair competition.

It Is claimed by the exponents of the bill that the 8-percent tax will make
It easier for States to set up unemployment-insurance schemes because It will
remove the justifiable fears of business men of unfair competition from States
which do not Institute such systems. But unfortunately the bill refrains from
laying down the essential standards to be required of approved unemployment-
Insurance scLemes. Nothing is said about such vital matters as the amount
and duration of benefit and the waiting time which must elapse before benefit
can be claimed.

The absence of such vital standards seriously limits the extent to which
the general 3 percent tax levy protects business men from unfair competition
from States which enact Inadequate unemployment-compensation laws.

The act permits the full tax credit up to 90 percent of the Federal tax to be
claimed by employers In States which sanction plant or industry reserves, even
though the individual employer is paying no more than the 1 percent minimum,
because he has accumulated the reserve required under his State law. So long
as such an employer's reserve Is Intact, he need pay no more than this 1 per-
cent. It was clearly the Intention of the bill that this provision would offer an
Inducement to employers so to stabilize operations that their reserves would
remain Intact. But plant reserves can be preserved Intact by methods other
than positive stabilizing action on the part of employers. They can also be
protected by rigid requirements which make It difficult for unemployed workers
to draw upon them.

Under the bill as now drafted there Is nothing to prevent a State, interested
merely In permitting the employers to obtain the maximum rebate, from setting
very low benefits for but brief duration and requiring long waiting periods.
Under these conditions the plant or Industry reserves would remain largely
Intact, employers In such States would have iatlefled the legal requirements,
pay only I percent to the State fund, and, If the highest rate of contribution
required In the State of any employer or-employers Is 8 percent (sec. 007),
collect the full Federal rebate and be 2 percent better off than their competitors
In States which Insist on more adequate benefits calling for a continuous
payment of the full 8 percent by all employers. .relitY'

Tb make the equalization of competitiontmore nearly a realty theederal
Government should lay down minimum standards on amount and duration of
benefit and maximum length of waiting period which must be satisfied by
any scheme, whether State pooled reserve or Industry or employer fund.
(b) It Is highly doubtful whether many States will act under the bill.
Apart from the alleged removal of the fear of unfair competition, which

Is in fact rendered largely Illusory by the absence of essential standards, the
act affords no strong Inducement to States hitherto different or hostile to
set up unemployment-insurance schemes.

Presumably, It Is hoped that they will hasten to set up schemes in order
to get back their share of the tax paid by their employers and to obtain their
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share of the $49,000,000 grant for administration under section 406. But it
Is doubtful whether the Inducement Is strong enough. .

Certainly there will be little Inducement to employers. At best, except
In the case of the plant.fund' rolisions which cab scarcely benefit them for
many years, they will be fitbandaliy unaffected. They will pay the tax to
the State instead of to the Federal Government and will suffer the added
inconvenience of having to. mak; out two sets of tax and wage-payment
returns. If their Statt system should call for a contribution of more than
2.1 percent of the pay' roll they will actually be worse off, for the bill permits
them to credit contributions to a State system up to 90 percent only of the
percent Federal tax. Should their State impose a tax of 8 percent therefor
the employers would have to pay in total 8.3 percent of pay rolls, an increase
of 0.3 percent. It is unlikely, therefore, that employers will promote the passage
of State laws.

To the State legislatures the inducement to act offered by the bill is also far
from obvious, especially when the real nature of the choice before them is under-
stood. At first sight it would appear as if they would hasten to set up insdr-
ance schemes In order to get back into their own State funds that will otherwise
flow to the Federal Treasury. But there are other ways of getting hold of
Federal funds to assist in the burden of relief. Despite the expressed determlna.
tIon of the administration to withdraw from this field, it Is clear that under the
guise of public or emergency work or relief, the Federal Government is in fact
committed to assist the citizens of any State that is unwilling or unable to pro-
tect its citizens from death from starvation. Those States already hostile or
Indifferent to unemployment insurance know therefore that even if they do not
get hold of Federal money by setting up an Insurance scheme, they will eventu-
ally get help through the Federal relief or emergency work schemes.

To such States, Federal funds obtained by setting up an approved unemploy-
ment fund have two disadvantages as compared with funds obtained out of the
general relief program. They Involve placing unemployment assistance upon a
basis of rights and status rather than public charity. Fewer conditions can
be required of workers for the receipt of unemployment Insurance benefits. And
once a scheme is set up It is likely to be permanent, persisting after the present
depression has passed. Any Federal control over administration Imposed upon
States as a condition of receiving Federal assistance in the present emergency'
can be disregarded as soon as the emergency has passed.

It should be noted that this requirement that the States must spend the
proceeds of the pay-Iroll tax on unemployment compensation (sec. 602d) sharply-
differentiates the pay-roll tax device from the superficially similar tax credit
permitted under the Federal inheritance-tax law. In the latter case there was
a strong Inducement to the states to act, because no conditions whatever were
attached to the spending of the money which was thus prevented from flowing-
Into the Federal Treasury. Hence expectations as to the stimulating effect of a
tax-credit device based on the successful Federal inheritance-tax law are Ill
founded. - I

For these reasons It seems Improbable that action will be taken by any States.
othtr than those already strongly in favor of unemployment insurance. At best,
therefore,' the bill will promote a very partial adoption of unemployment Insur.,
ance and many workers will be deprived of this type of protection.

(o) The schemes set up by the StatOs may be completely Insignificant In the,
absence of any minimum standards.

There Is nothing to prevent a Statei from setting up a scheme paying benefits.
as low as $2 or $3 for as short a period as 2 weeks and after a waiting period
lasting many months. And the inducement to do so will bW considerable where.
plan funds are permitted. It must also be remembered that the protection
against unfair competition extends only to contributions up to 8 percent of pay
rolls; shd It Is highly Improbable that States will collect more than this sum
from their employerss. Benefits will therefore be adjusted to what a 8-percent
tak will yield. The Committee on Economic Security estimated that, averaging
unemployment over the country as a whole, 8 percent could not provide benefits-
for more than 15 weeks rii those States in which unemployment Is especially
heavy; benefits, if they are to be covered by a levy up to 3 percent, will be even,
less generous and adequate.

E Experimentation .in the -absence, of standards and -with' protection- against.
unfair competitors limited to 8 percent at most will Inevitably be experimenta--
tlion at the expense oi the protection to the worker.'
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]ut If the benefltt paid, under .8tatea law* arp Ibsgnlfleot, It beeowuquO-C
tionable whether the pwoteetjos afforledjustiflee ths trevdou. AIn ratI.,
work. Involved In asaewln" and rebating the payrolU tax on emploYers ,4, .emo
part of the country. Furthermore, such a tax will Inevitably disturb business to
some extent and give rise to considerable economy Wsee and. trains through
the efforts of employers to shift It on to. consumers and wage I e *- . ese
Inevitable disturbAnce, and readjustments may be a rsal price pay -or the,
institution of a com prehensive, adequate, and Natioa.wide unemployment fom-
pematon system. When the bill Is- likely to promote, at best, system in a
ilmIted number of States, many of which may offer entirely inadequate protection
to workers, the justification for the economic disturbanqe involved In levying the
tax is much more doubtful . .. . ...

The Federal Government hx, real interest in, the adequacy and dgiatlon
of the protection that is afforded unemployed workers by the State systems
Formany years It is likely tha rment will have. to, ta~e
care of the majority of th employed not ugh the Insturn
schemes. It is essential t In return for permitting Stated to utilize a
convenient source of enue that would, other Be Ava le. to It, to help
meet the costs of mploypient assistance, the e o ment, should
require that the S te systems pla t part in reduce the burden
that would other fall on the eral The only w to do this
is to require t all Itae rtaln nda a d in partc r pasure
a minimum a ount fora min be of weeks d after
a maximum mber of of w ting. ,
Under the resent b en un^ kes a tr endous

administrati task and foreg enle sou revenue ,.th uo,
certainty tt the residual burden mplo en l Inevitably aling
upon It wi1 be materially redu

2. 1 WMW T O

Because the fallu of all ten't rtcint~ n re
will receive Illdepe i Is tae which happens to be e led.But not o wil _ m~ tee x tection is rdoed;
even in thosStates w hyeacteth e on from sys-
tem to anoth . The 8-percent tax, basis w COn Wt.
mated that to mi ht be pat ' weeks, cal ted upon -national
average. ,IM is and ployrnent
varies enosmo from State ere span of I erent be-
tween the worst and the lgh te In the period 1 *.) many
States may find they can pay benefits for.ol bel 15 weeks id
others the yield of a recent tax may make possible for, !at
time

There Is no provision In for any reinsu _ nd. It would Indeed
be almost impossible to prov without requiring certain
minimum standards, and the present.tax-credit device would senke such rein-
suranco technically very difficult ,to.administer. The existenceof such wiWe
differences In protection will seriously interfere with the mobility of ]asbor. . -

3.AIT ADM"T A CLUMS'A NDDUPUOATI1tO ADMINUMIRTvU usECAlti1M -

(4) Federal control will be diffilt to exercise,-
The fact that the proceeds of the tax will be In th hands!ff tbeastee in

the first Instance enormously weakens the control that the Federal Government
can exercise. The only ultimate pressure that the federal - Government can
exert on Statea that fall to meet even thO formal standards at present rC~ulred
In the bill Is to refse to permit poEulbly thousands of Individual empiyers to-
clai mn the rebate. , - , ' " 1 . " I

Och *a system of penalsIfig individual employers for sh6rt dmings HL thi
adminletration or provisions of laws over which they have at' best an Indlrect
control especiallyly in States wlet thb legislatures meet intrequenkly) is
highly unsatisfactory. It Is not merely an Inconvenient :and- sow-W*Odkz
method of control and costly to administer, it I also very drastic s' * 's so
drastic that the Federal Government may well be Inhibited for political red-
sonsfrom applying i Inmany vca 4 inwhleh conttel Oh0uld be exerted.,
(b) Contltutiobsl difleulttes may, make ImposbI centtllitlo6'o fuiesndi.
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In-. number of States there are constitutional provisions governing the cus-
tod 6f State fund that may make compliance with the provision of the bill
relating to the deposit of the funds with the Federal Treasury difficult, If not
Impossible.

(o) There will be dual administration.
The tax-credit method involves a duplication of taxation. Employers, what-

ever their State contributions, will always have to pay at least 0.8 percent of
pay rolls to the Federal Government. They must complete two vets of returns
In respect of pay rolls. The Federal Government will have to set up an organi-
zation t Inspect and supervise the operation of the State schemes to ensure that
they coniply with the requirements of the act.

Great emphasis Is placed in the bill on the Interest of the Federal Govern-
ment in assuring high standards of administration. The likelihood that the
Federal Government may be in a position to call for the removal of individual
administrators is likely to raise the Issue of paternalism and Federal domina-
tion in its most unpleasant form. Issues such as that arising in the recent
dispute between New York State and the Federal administration in the case
of Mr. Moses are likely to be generalized.

(d) The protection of the rights of mobile workers will be difficult to
insure.

Under the present bill, which visualizes 48 different schemes, the only way to
protect the rights of employees now in one State and now In another, but
working always In employments subject to the act, is to provide for reciprocity
agreements between all the different funds. Should all States take advantage
of the opportunity to conduct experiments--on which so much emphasis is
placed by the framers of the bill---each State will have to conclude an agree-
ment with all 47 others, If mobile workers are to be assured full protection
of their accumulated right&

4. IT FAILS TO MAI PROVIsIoN rO IrksrerIm STABILIZATION PROORAMS

I believe the possibilities of stabilization through action by individual firms to
be greatly exaggerated. The major causes of Irregularity of employment lie
beyond the control of individual firms, and in many cases even of individual
industries. The greatest hope for such action as is possible along these lines
would seem to lie with the larger concerns and through action on the part of
industries as units. In the hope of stimulating stabilization, the bill provides
for the setting up of plant reserves and for reduced contributions by firms who
have a lower unemployment record. But industries or firms operating on an
Interstate basis can carry through such stabilization schemes only if they obtain
the consent of and meet the requirements laid down by every individual State
in which they have a plant. The bill thus renders practically impossible pre-
cisely that type of action which is most likely to be productive of results.

The neglect of the possibilities of attack upon instability by an industry as
a whole on an interstate basis is the more inexplicable in that the whole em.
phasis of the National Industrial Recovery Administration is upon such an
approach. Under the Recovery Act conditions of wages, hours, and other
items affecting costs, as well as selling practices and price policies, are regu-
lated upon a national basis. The present bill will introduce confusion and
a new principle by regulating costs due to unemployment upon a State basis
and will n practice confine efforts to stabilize to what can be accomplished
by firms, units of firms, and units of an industry operating within the borders
of any given State.

5. IT'IS UNNECE A ILY CONSERVATIV IN MANY _ AP -,r

(a) The postponed Imposition of the full 3-percent tax is undesirable,
The provision that prior to January 1, 1939, the full 3 percent should be

levied only if the Federal Reserve Board's index of production-basis 1923-25--
rises as high as 95 seems to be unduly conservative. In view of the Improba-
bility that so high a level of production will be attained, the stimulus to the
States to act Is reduced In two wnys.

In the first place, in those States which have lusurauce plans under way
the contributions visualized have been In thq neighborhood of 3 percent, and.
for the very good reason that a contribution of much less than thi. amount
will afford too little protection to the unemployed to enlist the interest of those
who believe that unemployment Insurance is a valuable first line of attack upon
insecurity due to unemployment. If the Federal bill provides for a tax of
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only 1 or 2 percent, employers in these States will receive Iiadequate protec-
tion against unfair competition, the main objective of the bill will have been
lost, and the movement In favor of insurance systems In the various States
will suffer a serious set-back.

And In the second place, if the tax Is only '1 percent, little pressure will be
exercised on the already indifferent States to set up schemes so as to regain
the taxes paid by their own employers.

(b) A 8 percent tax will provide inadequate protection.
Even if standards were to be written Into the existing bill, it is clear that it

would be Impossible to Insist upon standards higher than those indicated by the
Committee on Economic Security In its report. A 8 percent tax, even' if risks
ire pooled over the country as a whole, cannot yield on present estimates benefits

equal to 50 percent of wages'after a 4 weeks' waiting perlor for more than 14
or 15 wveeks.

Yet it Is well known that even in normal times the duration of Idleness for a
considerable proportion of the unemployed is larger than this. In April 120
In Philadelphia, at the heifht of prosperity, 50.6 percent of the unemployed had
been idle for over 3 months; in April 1931, after only 18 months of depression,
the corresponding proportion had risen to 75.5 percent. The contribution made
to the total unemployment-relief problem by a benefit system limited to 14 or 15
weeks Is thus very slight. The Committee's 'own estimates Indicate that a 4
percent pay-roll tax would provide benefits under similar conditions for 24
weeks.

In order that full advantage should be derived from the existence of an un-
employment compensation system that, oice setup, is simple and convenient to
administer, in order that this mechanism OhAll materially contribute to the vast
problem of unemployment relief, it is suggested that the tax rate be increased
to 4 percent.

6. IT IS BADLY DRAFTED AT MANY VITAL POINTS

(a) The bill taxes all pay rolls, regardless of amount of earnings.
As at present drafted the bill 6ovets all employed persons' working for an

employer with four or more workers; irrespective of the level of their earnings.
Taxes would be paid in respect'of all employees, Including the $100,000 a year
executive. There It nothing to force the States to pay benefits to so 'wide a
group: and in fact, all existing State bills provide for an Income limitation.
Under the present act, therefore, it it highly lniprobable that any employer
will be able to claim a rebate in respect of Federal taxes paid by hi on the
earnings of his higher executives, since these'will not be covered by the pro-
vlqlons of the State laws.

(b) Section OMb is opposed to the evident Intent of the act. -
Section 02b is In need of amendment. As it stands no rebate can be claimed

by employers contributing to StAte scheme which make payment of benefit
within 2 years after contributions are first made. 'It is'peesuniably tiot the
Intention of the act to encourage postponement of benefit payments and the
words "not more than" should be inserted before 'the words "2 years" on
page 3. line 18. r I

() Section 608 is so badly drafted as to lead to misunderstanding and
confusion.

The provisions governing the right of employers to obtain additional tax
rebates are by no means clear. It Is the evident intention of the bill to permit
the setting up of separate funds only on condition that at least I ifercbnt fey-
roll tax is paid to the State fund. (See sec. 00, "unemployment fund.")
As section 608 now stands, subsections (a) to (d) might be read as alternatives
so that the requirement to contribute 1 percent to the State pool could be held
not to apply to the schemes described under (M$ and (c). And oft the other
hand. it might be argued that ani'employer could obtain credit provided'only
that he has contributed the required 1 percent of his payroll to his State fund.
It 'vould avoid confusion and legal disputes if paragraphs (b) to (d) were
mare special suhetions of paragraph (a) Instead of as now being made
coordinate with that paragraph.

Even the meaning of section 608a is obscure owing to the insertion of an
unnecessary comma after the word claimed on line 24, page 48. As now
drafted the section could be read to mean that an employer could get additional
credit if he had regularly made contributions of at least 1 percent of his
pay roll attributable to such State, and Is required to continue to contribute
an undefined amount to a pooled fund.
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I. MOlE RATSrYAOMT MWHO5 0 BINOSNG ABOUT UNEMPLOYMENT INSUB8AKC
All AVAIANM

(a) A national system.
Apart from the technical errors in drafting, nothing short of a national

scheme would meet all the above objections. This alternative was rejected
by the committee for reasons which appeared to them sufficient and obvious,
but on which they did not- enlarge to -any, extent. Their preference for a
Federal-State scheme cannot have been made on grounds of constitutionality
since they recommended a Federal scheme for old-age pensions.
rn the main, the committee laid their emphasis upon the greater possibilities

for experimentation that would be available under a Federal-State scheme.
But again, they failed to indicate the fields in which experimentation would be
most fruitful and which had not already been adequately explored in the 24
years in which unemployment-insurance schemes have been in existence in vari-
ous parts of the world. Nor did they suggest the extent to which experimenta-
tion can usefully be carried on by 48 States bound together by close economic
ties and constituting essentially a single economic unit, without giving rise to
confusion and disorder.

In fact there seem to be but two main problems in unemployment insurance of
vital interest to America on which the 24 years of European experience throws
little light. The first of these is the extent to which unemployment-insurance
schemes could be developed upon an interstate industry basis. The second is the
extremely difficult question of the extent to which It is possible to administer
on a uniform basis an insurance scheme covering so vast a geographic area as
the United States. It is obvious that the present bill, in confining experimen-
tation to Individual. State., will make impossible precisely the type of expert-
ment of which we are most in need.

Spokesmen from the technical board of the Committee on Economic Security
have suggested to members of the Senate Committee on Finance other reasons
why a national system was rejected. It has been argued that existing State
interest and activity 'would be nipped in the bud by passing forthwith a na-
tional law, or if it appeared that a national law were In the offing which for
one reason or another might not materialize." (Hearings on Economic Security
Act, p. 447.) No support was offered for the former of these contentions and
it Is obvious that the reaction in the States to a Federal law would depend
upon the form of that law and its specific provisions, especially in regard to
the evolution of administration. And the weight to be attached to the danger
that failure of an attempt to pass a national law would set back incipient State
activity depends upon the probability that a national bill would be more likely
to fall of passage than one on a State-Federal basis. The popular reaction to
the security bill suggests that once the administration has decided to embark
upon unemployment-insurance legislation there is a real interest In adopting
the best technical methods. All criticism of the present title VI has indeed been
from this point of view. If the committee had felt that the technical merits of
a national plan were superior to those of Federal-State operation, I believe that
a program embodying such a scheme would have been more certain of approval
than the present proposals.

To some extent it is Inevitable that attempts at any kind of Federal action
will, during the process of legislation, give rise to uncertainty. And in fact,
the present inadequate and ambiguous proposal has had precisely the discour-
aging effect that the technical board feared from the attempt to provide a
national scheme. Because of the failure of the Federal Government to take
up a position In regard to essential standards, the movement in many States
has already suffered a severe setback.

In the second place you have been Informed that a Federal system was
discarded because of the "honest disagreement among people who have bhen
particularly concerned with the question with respect to the type of unemploy-
ment-insurance bills that should be passed." (Hearings on E0conomic Security
Act, p.' 447-8.) Especial reference was made to the conflicts concerning the
importance to be attached to plant reserves In place of pooled reserves, a con-
flict of opinion. I may add, which Is yearly assuming les, importance In expert
circles. It does not follow that a national scheme would preclude the possi-
bility of experimentation along the lines of plant reserves. Indeed, as I have
pointed out above, thare is reason to believe that the mos;t fruitful experiments
along these lines can only lie made by a scheme that is fundamentally Tederal
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In ,overage.. And it is doubtless because-of the.Importance that they attach
to this feature of unemployment Insurance that many of our larger Indus-
,trialists would favor a national scheme which would make possible experi-
mentation on an interstate industry basis. It is indeed curious that the CoM-
mittee on Economic Security, in view of the obvious disadvantage of a Fed.
eral-State measure did not make greater attempts to explore the possibilities
of permitting contracting out and merit rating under a Federal system, instead
of discarding, with the unsupported. assertion that "under a national system
no experimentation on a relatively small scale would be possible", a system
that was believed by its own experts to be superior.

In the third place you have been told that one of the main weighty consid-
erations leading to the rejection of a Federal system was the fear that "even-
tually the sources out of which unemployment insurance were paid might be
tapped from general Federal revenues if a national bill were passed than would

Tbe the case if we had State laws which * * 0 would be more likely to keep
the cost definitely upon Industry itself." (Hearings-on the Economic Security
Act, p. 44&) In regard to this assertion I would submit two comments for
your consideration. Firstly, the experience of the two countries which have

'had the longest history of unemployment insurance suggests that pressure to
make the unemployment-insurance fund responsible for more and more of the
unemployed and to charge the resulting deficits against the proceeds of gen-

.eral taxation depends entirely upon the adequacy of the alternative kinds of
relief available. When the assistance available to those not covered by the
Insurance system was extremely inadequate and poorly administered, there
was tremendous pressure to extend insurance benefits beyond the field origi-
nally budgeted for. Since more orderly and 'adequate methods have been
adopted in both England and Germany for dealing in a more uniform manner
with those persons not covered by the unemployment-insurance scheme, the
pressure on the Insurance fund has been relaxed, and in both these countries
the insurance funds today are not only solvent but are accumulating a surplus.
To avoid a raid upon the Federal funds, therefore, we should not sacrifice an
otherwise satisfactory Federal system for one that Is inadequate and unwork.
able from the start, but we should direct attention to the evolution of more
satisfactory and more orderly methods of dealing with those not cared for by
-the strictly limited insurance system.

In the second place, the argument as presented to you by members of the
technical board disregards the nature of the unemployment relief problem as
a whole. If it is deemed worthwhile to institute a system of financing at least
some types of unemployment benefits by taxes upon industry, in order to protect
the Federal funds, it is important that the scope of this industry-financed
scheme should play at least a significant part in the total relief set-up. As I
have indicated above, the only way to insure adoption of a system financed in
this way upon any considerable scale Is by a national system. Under the
scheme as at present proposed, it is true that the Federal funds may not be
called upon to finance extended benefits given by the few Insurance schemes
that will be set up. But the smaller the scope and coverage of the unemploy-
ment insurance systems thus set up the greater will be the residual relief
burden falling upon the Federal Government to be dealt with on the present
hand-to-mouth principles and the greater will be the total vulnerability of
Federal funds to raids on account of unemployment assistance.

(b) The subsidy system.
Certainly the reasons given by the committee for rejecting a national scheme

-did not convince the majority of the experts who have studied this problem.
But even if for political or other reasons it were deemed advisable to explore
the possibilities of Federal-State cooperation, it is difficult to see why the com-
mittee adopted the clumsy and ineffective Wagner-Lewis principle in place of
the more convenient method of the Federal subsidy, which was, in fact, recom-
mended to the committee by its own advisory council and by the experts as
the next best thing to a national scheme.

Under the subsidy system the Federal pay-roll tax goes directly Into the
Federal Treasury. The proceeds would then be paid to those States which
set up approved unemployment insurance plans. Before any State plan could
be approved it would have to comply with the uniform minimum standards of
benefits and administration prescribed in the Federal law.

Such a system would avoid the worst consequences likely to follow from
adoption of the proposed tax credits method. It would make possible the
-writing of essential stand~tds into the 1\0deral bill without involving eonstitu-
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tofal challenge. By strengthening control of the Federal Government ,which
would itself have control of all -the funds, It would make observance of these
standards more cetain end give assurance that the schemes set up were in
fact worthy of the name of unemployment insurance. By providing for only
one' taxing system, it would enormously simplify administration. Under the
subsidy proposal, provision for the worker who moves from State to State
could be more easily made. .! ! , 1 ,

Only one substantial argument has been urged against the adoption of this
more workable 0rocdure; *.It is held that the necessity of making annual appro-
priations would Introduce an undesirable element of uncertainty Into the in-
stitutiod of unemployment-nsurance schemes. This fear which Is based upon
the experience of the grant under the Shepherd-Towner Act, does not seem to
be well founded. Unemployment insurance is likely to effect many millions
of workerS, and It can scarcely be argued that a measure of such vital signifi-
cance to so large a section of the population would be permitted to lapse by
Congress through a failure to vote funds at some future time. The danger
would be real only if the systems set up are so Insignificant as to command little
popular Interest.

The further argument that the tax rebate device Is to be preferred because,
containing no standards, It will more easily secure -viage and thus encourage
early State action has already been disproved by t- facts. It is the absence
of standards in the bill which renders it at the present time most open to
challenge. In any case, it would seem highly doubtful whether a measure
of such importance, embodying so many doubtful features and subject to so
much expert criticism would be rushed through Congress with the speed that
was anticipated by those who favor a system containing a minimum of standards.

For these reasons I would respectfully urge on the committee the unde-
sirability of enacting title VI into law as it at present stands. Instead of
encouraging unemployment insurance, It is likely to postpone the institution
of satisfactory schemes of this nature for many years.

(Whereupon at 12 noon the hearing adjourned until 10 a.- n.
on Saturday, Feb. 16, 1935.)
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SATURDAY, FEBRUARY 18, 1935

UNITm STATE SzNATE,
CoMxirmn oN FINANCE,

waabingto,. a.
The committee met pursuant to adjournment at 10 a. m. in the

Finance Committee room, Senate Ofce Building, Senator Pat
Harrison (chairman) presiding

The CHAMMAN. All right, Dr. Townsend.

STATEMENT OF DR. F. E. TOWNSEND, REPRESENTING OLD AGE
REVOLVING PENSIONS, LTD,

TheCAIRMAN. Doctor, you are on the calendar this morning, and
with the exception of one other, Mr. Doane, whom [ believe is sup.
posed to be with you, you are the only persons who are on the calen-
dar for today. just proceed in your own way Doctor, and the com-
mittee will feel free to ask you any questions they may desire.

Dr. To NSEND. Mr. Chairman and gentlemen of the committee:
I had hoped to have with me Mr. Robert R. Done, the eminent
economist from New York City, who would act in the capacity ofverifying my claims that a transactions tax would be probably the
best method the United States could adopt at the present time forsolving our economic troubles. I received a wire late last night
stating that Mr. Doane was quite ill with a sudden attack of influenzaor cold and was running a fever, and his doctor advised him not to
appear not to leave his home at the present! time. However, heassured us he thought, in all probability, he would be able to appear
by Tuesday morning.. Now, if it were possible for Mr. Doane toappear before this committee I should like very much to have a post-
ponement of this meeting until he can be with Ve, because I do not
claim to be an economist. I merely claim that F think we have aphilosophy which will be acceptable to all of the people at the pres-
ent time, and which will permit us to raise sufficient Money by amethod of taxation upon which all of the people will agree, and
which will permit us to do certain things.

The CHARMAN. Doctor Mr Doane was present before the House
Committee on Way and Means, wasn't her

Dr. TowisxD. Yes sir.
The CHAIRMAN, Well, we can read his testimony, and if Mr. Doanewants to come down later we can hear him. You may just .proceed,

if yop desire to make any statement to the co ittee, b)cause we are
ryiig. to fihish at as early a date as po4sbe. We have done
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you more kindness than anybody else, because we have given you thismorning exclusively.
Dr. 1OWzSzND. That is very kind. I appreciate itL
The CnAaMAN. We can take Mr. Doane on later, if you desire, if

he can get here. I think the calendar is already arranged for Mon-
day and Tuesday, but if he desires to COme on Wednesday morning
and make any explanation of your statements he can do so.

Dr. TOWNSEND. Thank you.
The 1HAMMAN. Just hqve a seat, Doctor.
Dr. TOWNSEND: May I please. request that the cameras be stopped

from clicking in my face
The CHAiiMM4. -All right.
Dr, TowNSiXD. It is confusing.
*The CiiUM AN. I do not blame you, Doctor. Just proceed. You

may sit down, if you desire.
Dr..Towks D. I rather prefer to stand.
The CHAmAN. All right.
Dr. TowNSEND. Gentlemen as I just stated, I do not pose das an

economist. I have been a physician all my adult life, practically,
and my dealing with poverty in all of its various phases has con.
vinced me that poverty is the most expensive and destructive thing
that we can maintain as a nation.

For many years I have considered the matter of taxation. I believe
a system of taxing property is wrong in principle. I believe it
imposes a penalty upon enterprise and industry which we could well
do without.

I have also observed the unhappiness and the distress of old age
coming upon those who are not in a position to meet the exigencies
of old age. I believe that it is a matter which can very easily be
adjusted by a rational, modern civilization. Combining my ideas,
of taxation and this matter of security in old age, I evolved what I
deemed to be a simple expedient for removing those menaces from
civilization.

I advanced this idea to the people through a form of petition which
I drew iP directed to our Congressmen, something like 14 months
ago. This petition I had circulated among the voters of California,
starting in the city of Long Beach.
* The HAMAN. Have you a copy of that petition I

Dr. TOWNSzND. Oh -yes. I
The CHAIAN. ,Will you have it put in the rec( rdI
Dr.' TowjsZiN.I We will furnish you that, sir.
The C9AnMKAN, Thank you. . . I. . . .
(The petition referred to by Dr. Townsend is as follows)

Do Nor PAY .- 81oij Tins Penr. ..

(Whe6 this ijettion'is f11d rtu rn tO natiohal headqudrtet Arcade Building,
Los Angeles, Calif., or your Townsenc Club seeretaik)

To th ,$rno* vd.---------,.Dkk -- ... , St<,e of-.--
The 'ubd~rfigiied eitizehs of the United StA4t 'rest 'y6u to

intt ce+ in" e'C n ss of 'the Uited. States 'at" ,ur eatliest
opportunity the followrifg bills and use your utmost rt fft to obtaintheir~pasage into law:
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First. A bill obligating the Government of the United States to
pay very citizen o-f saii Government whose record is free from
habitual criminality and who has attained the age of 60 years a
monthly p..nsion o $290- until the end of his or hW life, upon the
sole conditions that he or she retire from all further business or
profession for gain and agrees, under oath, to spend the entire
amount of the pension within the confines of the United States during
the current month in which it is received.

Second. A bill creating a Nation-wide Federal transaction sales
tax calculated at a rate sufficiently hi h to produce the revenue nec-
essary to meet the requirements of bil. no. 1.

It is obvious that the passage of these acts and the beginning of
their operation will discharge the Nation's obligation to a class of
her citizens deserving this reward for past services and at the same
time place immediate buying power in the hands of the general
public, thus stimulating every avenue of commerce and trade. A
quick cure for this depression and a sure prevention of recurring
ones.

RI dadenoe
Ne (Street and number) cityotwn Ale

.... o... ...... . ° o~o , ..... ] . .. oo .... ooo, ... .o oo .. .................... .... ,...... •... ..

• ............ ........... .i:..... ............ ... .|....... •: ::: .. . ..... ..... : ......
• .. o°......... ..... .... o.°.. .. o°. °oo.o°o -- .. o o -.. .............. °o-...

Dr. TowN sND. This petition met with such instantaneous favor-
able response that ve have continued to pass it out to the voters of
the American public, with practically the same results that we ob-
tained in Long-Beach, namely, about 90 percent of the voting popula.
tion sanctioned the appeal made in this position. Wherever the idea
is introduced it meets with instantaneous and favorable response, as
you perhaps know. I

Senator BARLEy. You realize, Doctor, that you can get signatures
to petitions for anything on the face of the earth by passing'up and
down the street

Dr. TOWNSzND. Certainly.
Senator BARR . You can have a petition circulated armid to

hang me day after tomorrow, circulated outside of this building,
but that does not mean that I should be hanged.

Dr. TowNSEND. I presume so, but we will no try it ,Senator, at
least.
i Senator BARyuEY. My. point is that we get petitions of allI srt0.
It is easier for i man to sign a petition than to' explain whi'he
will not sign it.

Dr. TowNSEND. We will' et that 'go. :I do not think there is 4'ny
Importance attached to the question of petitions. "Here is the'phildso-
phy which is acceptable to almost every man: We believe that it is'the
pivilege of everyone to purchase his own annuity mit dr~ng tihe
age of 60 years. This is virtually what we propo' to'.O le
every individual in the land to purchaie.this annuiity. Wekno that
that idea is going to be acceptable to the peop a60l w6knbw'that' heY
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are going to be willing to pay for it if they can buy it en masse, so
that this annuity will not cost them inordinately.

The transaction tax that we are proposing is very successfully
used in many European countries at the present time. That is one
of the chief reasons why I should like to have Mr. Doane with me
this morning.

The CHAIRMAN. Do you know what countries are using the trans-
actions tax?

Dr. TOWNSMD. Canada is using it to a limited extent. Germany
is finding it exceedingly successful, and in certain of the other Euro-
pean countries, I am told, it is used as a special means of raising
revenues.

Senator CouzEs. Is it not a fact that in Canada it is in the nature
of a sales tax rather than a transactions tax?

Dr. TOWNSzND. No; they are using a transactions tax there. They
designate it so.

The CHIMAN. Is it pyramiding?
Dr. TOWsSEND. It is pyramiding; yes.
Senator BARKLEY. It is a percentage tax based on the amount in.

volved in each transaction?
Dr. ToWNSEND. Yes.
Senator BARxLEY. So it is really a sales tax.
Dr. TOWNSEND. There is a distinction, but there is very little dif-

ference. A sales tax has to necessarily be a tax on a transaction. All
taxes on transactions of a financial nature are sales taxes.

Senator BARKLEY. So it is a distinction without a difference?
Dr. TOWNSEND. Well, the public conception of a sales tax is a

limited transactions tax. That is the only difference.
Senator BARKLr. It is limited to the transactions provided by

law?
Dr. TowNszEm. It is limited to certain kind of transactions.
Senator BAKLm. The transactions tax would be unlimited, it

would apply to all transactions involving sales?
Dr. TOWNSEND. That is what we propose to do.
Senator BARKLEY. You propose to widen the base and change the

name to make it more acceptable to the public?
Dr. TOWNSEND. To make it more comprehensive.
Senator BARyLEy. The name is changed in order to get away from

the term ", sales tax? 1
Dr. TowNuSND. That is all.
The CHAIRMAN. Doctor, in Canada they have a sales tax. It is not

a transactions tax.
Dr, TOwNSIND. I have read that they called it a. transactions tax.

I haVn't made an exhaustive study.
The CHAm AN. Doctor, you are mistaken.
Dr. TowNSEND. Mr. Done can answer all those questions for

you..
Senator COuzENs. Could you give me a simple illustration? As.

suingM.M or.instance, that your theory was adopted and an article
was selling on the market tWday for a dollar, what would it sell for
after your plan had bten adopted?

Dr. TowsEzND. It would depend altogether on the cost of the raw
materials. An illustration of that was given me up in northern New
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York last week. A gentleman in Rochester runs a lens-grinding fac-
tory for eyeglasses. Now, those glasses sell for a dollar to a retailer.
Apparently while that sale would carry a 2 percent tax, when you
get back into the raw material, the glass, sand, sods, and materials
which are used in the making of gloss, the cost is so infinitesimal
that only a 2-percent tax would be available, because the tax on the
raw materials will run from a decimal point to a long string of
ciphers, making the cost so insignificant that a carload of it would
carry but very little cost.

Senator CoIZENs. It takes the products of a farmer that we can
buy for a dollar today, what would it cost, under your scheme, after
it had gone through the farmers' hands, the trading, processing,
wholesaling, and transportation.

Dr. TowNSZND. I believe it would not cost any more for this
reason: Under this system we are going to vastly augment the
business of the country. Any retailer who suddenly finds his busi-
ness considerably increased, probably doubled or quadrupled, is
going to be vcry hesitant about adding to the cost of commodities to
any great exent, for the simple reason that competition will prevail."Plenty" will be the word of the day, and in a time of plenty
competition is going to take care of any advanced costs. These taxes,
in many instances, will be absorbed.

The CHAIRMAN. What would you do with a fellow who is on a
fixed salary, the white-collar man, so to speak?

Dr. TowNSEND. We do not propose to tax salaries.
The CHAIRMAN. I know; but he has got to eat, he has got to buy

a home to live in, he has got to buy the furniture, and all that studt,
at a greatly increased cost.

Dr. TOWNSEND. The first thing we propose to do to enhance his
ability to buy is to vastly increase his pay.

The CHAIRMAN. Your bill does not do that though.
Dr. TowNsEND. It does not need to be done in the bill.
The CHAIRMAN. You think it will just come of itself I
Dr. TOWNSEND. Certainly it will come; there is no question

about it.
Senator CosTrbAx. Dr. Townsend, there appears to have been con-

siderable discussion before the House committee of what is meant
by a "transaction." Apparently the McGroarty bill referred to
financial transactions which, in the course of the discussion, it was
suggested should be commercial transactions. Have you defined the
word " transactions" for the purposes of this proposed legislation?

Dr. TowNSiND. Yes.. We have that definition. I do not know if
Mr. Cuttle is in the room. Mr. Cuttle has the definition. It was
prepared yesterday.

(The definition referred to by Dr. Townsend is as follows:)
Definitio of terms, "ta sactton and ganful pursuit" as ued sI the

MoGroarty tll.-The term "transaction" for the purpose of this act shall be
defined as the sale, barter, and/or exchange of either or both real or personal
Property, including the granting of any right, easement, or privlge of com-
mercial value.

The rendering of any services for monetary or other commercially valuable
consideration except as hereinafter specified.

Transaction taxes shall be based on comme'rcIil valdi (not necessarily the
stated consideration), at the time of transaction.
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Gafnlul pursui.--The term "gainful pursuit" for the purpose of'tbis act
shall be defined as any occupation, profession, calling, or pursuit or combina-
tion of same for monetary or other commercially valuable consideration.

Senator COSTIOAN. On what transactions would the tax be placed
Dr. TOWNSEND. Everything of a financial nature, with the excep-

tion of wages and salaries.
Senator CosToIAN. Not banking transactions, if I understand you,

which are merely clearing-house transactions?
Dr. TolvNSEND. Not banking transactions merely as clearing-house

transactions; no. That would not involve anything of a commercial
nature.

Senator hIASTNGS. Doctor, in order that I may get clearly what
you mean by the transactions, suppose a municipality was selling
a million dollars of bonds to some financial house, the tax on that
would be $20,000, would it?

Dr. TOWNSEND. Yes.
Senator 11ASTINGs. And then as the bonding house sold the bonds

to the public there would be, assuming they sold them at approxi-
mately the same price, another $20,000 tax ol them I

Dr. TowNSEND. Yes.
Senator IIAsINos. So that in a million-dollar transaction of that

nature there would be a $40,000 tax?
Dr. TowNsEND. Yes sir.
Senator HAsTIos. All right.
Senator COuZENS. Now, you do not require a means test; in other

words, a man does not have to prove that he needs the money?
Dr. TOWNSEND. On this retirement pension?
Senator COUZENS. Yes.
Dr. TOWNSEND. Oh no.
Senator CouzENSs. Everybody gets it regardless of need 1
Dr. TowNSEND. We propose that everybody buy this annuity.

The rich man. obviously will pay very much more for his retire-
mnnt fund of $200 per month than the poor man would, but they
will all buy. It will be compulsory.

The CHAIRMAN. Why would the rich man pay morel
Dr. TOWNSEND. Why would the rich man pay more?
The CHAIRMAN. Yes. He does not need much more.
Dr. TowNsEND. Because he is only buying a $200 annuity, the

same asthepoor man, and his expenditures are infinitely greater
than those of the poor man, and a 2-percent tax would yield a very
much greater return.

The CHAIRMAN. Let me see if I understand your theory. You
propose in the bill that every person over 60 years of age shall
receive $200 a month?

Dr. TOWNSEND. Yes; if he chooses. He is not compelled to do so.
The CHAIRMAN. Of course, he is not compelled to do so, but he has

the right to receive $200 a month.
Dr. TOWNSEND. He has a right to receive it.
The CHAIRMAN. Irrespective of whether he is worth a million

dollars or worth nothing?
Dr. TowNSEND. Yes.
The CHAIRMAN. Everybody can get it.
Dr. TOWNSEND. Yes.
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'The CHAUMAN. How many persons are there who are over 60
years of age? It is something over 10,000,000, isn't it?

Dr. TOWVNSEIND. Ten million three hundred thousand in the United
States at the present time.,

Senator BARKLEY. That was in 1930. The number has increased
to about eleven and a half millionnfiow.

Dr. TowNSEND. Reports differ. I am quoting from the censusreport.
The CHAIRMAN. Your other condition is that if they get the $200

a month, or $2,400 a year, they must spend all that money during
that month?

Dr. TowNSEND. Yes; for commodities or for services.
The CHAIRMAN. For commodities or services. Would shooting

craps with about six fellows be services?
Ir. TowsE,D. No, no; that is not services.
The CIAIRMAv. That would not be construed as services?
Dr. TowNsE-ND. We propose that this shall be spent for commodi-

ties.
The CHAIRMAN. For commodities or for services?
Dr. TowNsEND. Or for legitimate services.
Senator BARKLEY. That part of it that went to purchasing the

craps would be for commodities
Dr. TowNSE-ND. Certainly.
The CHAiRMAN. That would bear the 2-percent tax ?
Dr. TowNSEND. Certainly.
The CHAIRMAN. The way you would raise the money would be

by a 2-percent tax on turn-overt
Dr. TOWNSEND. Yes; a 2-percent tax on turn-over.
The CHAIRMAN. What do you assume the 2-percent tax on turn.

over to be in the United States?
Dr. TOWNSEND. At the present moment I
The CHAIRMAN. Yes.
Dr. TowNSEND. It will not run perhaps over $5,000,000,000 per

month.
The CHAIRMAN. Five billion?
Dr. TOWNSEND. At the present time.
The CHAIRMAN. Supposing that everyone who is 60 years of age

and over, the 10,000,000 persons, or the 11 and a half million, as sug-
gested by Senator Barkley, supposing they should take this $200 a
month that would aggregate some $20,000,000,000 a year?

Dr. "iOWNSEND. $24,000,000,000.
The CHAIRMAN. And on the 2 percent tax, if you get 5 billion,

you have got a deficit of 19 billion dollars a year, is that right?
Dr. TOWNSEND. Yes, Senator ; but let us stop a moment. It is very

obvious that we are not going to be able to put 10,000,000 of old folks
on the pension immediately. It took us 2 years to get 4,000,000 sol-
diers inducted into the Army.

Senator BARKLEY. They had to pass a physical examination and
these do not.

Dr. TOWNSEND. 'Perhaps they would have to pass an examination
which would require an equal amount of time. -

Senator BARKLEY. The only examination they would pass would
be to fill out the application for the $200.
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• Dr. TowNsEND. No,'ho you would have to establish your citizen.
ship, your age, and so forth. It would entail a certain amount of
quizzing and examination,

Senator CONNALLY. Do you think there would be any trouble in
drafting these people to file applications?

Dr. TOWNSEND. No; there wouldbe no trouble in drafting them.
;Senator CONNALLY. It took 2 years to put the soldiers in the Army.
Dr. ToWNSEND. I am not suggesting that we will have to draft

these old folks. They will have to draft themselves.
The CHAIRMAN. Doctor, do you propose in your bill to set up en-

listing stations around the country so the people will have a place in
which to enlist?

Dr. TOWNsEND. Yes; just the same as we would set up our polling
places, certainly.

The CHAIRMAN. It would be very crowded at first, don't you think I
Dr. TOWNSEND. Possibly; yes.
The CHAIRMAN. What'is your estimate of the number of people

who would get this $2,400 in'the first yearI
Dr. TOWNSEND. It all depends on how we would begin to do this.

If we first called for an enrollment of those who were to receive the
pension and pay the money directly out-of the Treasury, we would
vastly increase immediately the volume of business done inthis coun-
try by the purchases of all these people, for they will be in every con-
mreunity practically in nbout.the same proportion to the entire popu-
lation, and the augmentation of business which would accrue from
the spending of this money, would probably immediately double the
volume of business which we are doing, and it would continue to in-
crease as we continue to increase the list of pensioners. Now, I be.
lieve that immediately such a law as this is passed we will at once
thaw out the credits of this country and start industries to going from
the very fact of the law having been passed. Certainly if the rail-
roads anticipated a great increase of business they would start up
building their roadbeds,-which are in such a deplorable condition
today, they would increase their rolling stock, they would devise every
means of handling the great increase of freight and passenger busi-
itess which they w%'ould bo called upon to handle, which they would
knowingly be called upon 3 do..

The CHAIRMAN. Do you think it would affect the people who are
really working I For instance we have in my State, in certain dis-
tricts, about 500 Negroes to 1 Aite person, in some counties. If they
vere getting $200 a month, all of those who are over 60 years of age,

do you.think they would work any?
Dr. rIows:NN. I know they would work. If. you use the same

coercive methods on them that have been used on the Negroes always,
they will work. Certainly you people could use the money in your
communities down there.

The CHAIRMAN. Does not your bill say that they have got to quit
work if they are working?

Dr. TowNSIEND. The old folks?
The CHAIRMAN. I mean those' who are 60 years of age or over.
Dr. TowNSEND. We want them, to, quit, we want them removed

from competition for jobs. That is where we claim we are going to
raise the pay for all individuals. We can remove the surplus labor
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from the ranks of industry and maintain just enough to carry on
those industries. We can regulate that to.a nicety by requiring that
people desist from competition for jobs and retiring those of 58 or
55, if necessary, keeping the number of actual workers down to a
point where they woulc-be in a position to demand the right, cer-
tainly, of fair pay.

The CHAIRMAN. Do you believe in families where there are 2 per-
sons over 60 years of age, with a lot of children and where these 2
aged persons would be getting $400 a month, do you think the chil-
dren would come in and help them spend it and quit their jobs?

Dr. T'owxsED. The children are what they are because of environ-
ment very largely. Now, the children that we have in the North
here-I cannot say so much of your southern population, of course-
but the children of the North I know very well are just as ambitious
today as they over were. They would like, of course to have good.
clothing, good food, and good shelter presented to tiem. That is
human nature. Nevertheless, those young people are going to want
money. They cannot get it through this system. We will not permit
the elderly people to hand them money.

Senator CoNALLY. Why could not the old man hire all his boys
and pay them foi their services I

Dr. TowNsND. You can have all sorts of division and that sort of
thieg, but we do regulate taxes and we regulate social conditions in
other ways; so why might not we do this by forming a committee in
every county, we will say, to receive complaints; have it specifically
understood by all these people who receive the pension what they are
to do with it. We must regulate for a time the method which they
pursue in following out the instructions which they are given.

The CHAiaRmA. You mean to tell them how to spend the money?
Dr. TowNSEND. Not how to spend the money, but to tell them how

they may not spend the money.
Senator BARKLEY. YOU would have to have an investigator follow-

ing everybody around to see whether they were violating the law by
spending it for something which was not either commodities or
service?

Dr. TowNsEND. Not at all.
Senator BANKLEY. How would you cheek up on them ?
Dr. TowNsEND. The pensions paid by the United States Govern -

ment are now paid in the form of checks and we can have those
checks deposited in certain designated banks by the recipients. At
the end of every 30 days that bank account will have to show entire
deflation and the canceled checks will have to show what was done
with the money.

Senator BARKLEY. Suppose the pensioner, instead of checking.it,
drew it out in money

Dr. TowNsNDo. We will not permit him to do it.
Senator BARKLEY. You will not permit him to do it?
Dr. TowNsEND. Not in that manner.
&,nator BARKLEY. He can cash a check of his own from that ac-

count, cannot lie?
Dr. TowNsNmv. According to our bill it would only be 30 percent,

of the amount of the pension.
Senator BARKLEY. Thirty percent of the amount of the pension?
Dr. TowNsE.N . Yes. I, " •
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Senator BARLEY. ,Therc isnothing in this bill about that.
Dr. TowNSEND. Yes there is. ,
Senator BARKLEY. Re can spend a certain amount for charity and

fraternal purposes?
The CHAIRmAN. Fifteen percent.
Dr. TOWNSEND. Fifteen percent.
Senator BARKLEY. I do not recall seeing anything in it which pre-

vents he pensioner from cashing his check at the bank to the full
extent of the $200. Is there anything in the bill that does that?

Dr. TOWNSEND. Not if he designates what he does with the money
and can prove that it is for the purposes specified in the bill.

Senator BARKLEY. You provide that the Secretary of the Treasury
shall deposit in any bank that is a member of the Federal Insurance
Deposit Corporation $200 to the credit of every person over 60 years
of age who qualifies. There is no limitation in the bill as to how
he should draw it. It is presumably by check, like anybody else.
He has got to draw it all out during the month and spend it.

Dr. TowNSEND. For commodities or services.
Senator BARKLEY. Yes; for commodities or services.
Dr. TOWNSEND. Yes.
Senator BARKLEY. How are you going to determine that lie has

spent it for commodities at the end of the month?
Dr. TowNSEND. The banker will be in position to know.
Senator BARKLEY. HowI
Dr. TOWNSEND. It will not be a very difficult thing to ascertain.
Senator BAnxLEY. The banker has got to be the inspector for every

one of the pensioners who has an account in his bankI
Dr. TowNsEND. Not necessarily the banker.
Senator BARKLEY. Somebody will have to do the inspecting.
Dr. TowNSEND. But not necessarily the banker. Everyone who is

spending the money, who is known to be the recipient of it, is going
to have neighbors immediately about him.

Senator BARKLEY. So the neighbors are going to watch him?
Dr. TOWNSEND. The neighbors are going to watch him certainly.
Senator BARKLEY. Every neighbor will be an inspector,
Dr. TowNSEND. Not necessarily.
Senator BARKLEY. So the neighbors will go to the grocery store

and ask how John Jones spent that money, and whether it was
within the law for him to buy those things, or whether he hired
somebody to cut his grass; that is the way that will workI

Dr. ToWNSEND. There will be a few flagrant examples of wrong-
doing in this as there are in all laws. There will be certain attempts
at evasion. Ncvertheless, if a person takes solemn oath to do a
thing, if he takes that oath before a Government official, knowing
all the while that any violation of that oath will entail a terrific
punishment, the cutting off of his future income, he is going to be
very chary about how he violates his oath. A few examples in every
community would be suficient to stop any further violations.

Senator BAniRLE. None of this money can be spent for the pur-
chae of real estate?

Dr. TowNSEND. Yes. Why not?
Senator BARKLEY. Is that a commodity?
Dr. TowxSEND. Certainly it is a commodity.
Senator BARKLEY. It is not so regarded.
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Dr. TOWNSEND. I do not know why it should not be. Why should
that not be regarded as such? Nobody is going to buy any tre-
mendous amount of real estate on' $2W a month. lie can buy a
home.

Senator BARKLEY. You take a couple of old people, a man and
wife, who have probably worried along during all their lives on
$200 a month between them and you suddenly require them to spend
$400 a month.

Dr. TOWNSEND. Yes.
Senator BARKLEY. Whether they need it or not; whether they

desire anything or not. It might be possible that during the first
month or two they will take up a good deal of slack by buying some
things they wanted, but over the whole period of the rest of their
lives they are compelled, those two people, to spend $400 a month.

Dr. TOWNSEND. Yes.
Senator BARKLEY. Whether they need anything or not they have

got to go out and blow it in for somethingI
Dr. TOWNSEND. Yes, sir.
Senator BARKLEY. Do you think that is a sound economic plan?
Dr. TowSEND. I know it is.
Senator BARKLEY. Upon what do you base your knowledge?
Dr. TOWNSEND. It is the only way in the world that we can bring

our consuming ability up to our producing ability.
Senator BARKLEY. YOu say 71/2 million of old people will take

advantage of this?
Dr. TOWNSEND. Yes.
Senator BARKLEY. If 10,000,000 of old people take advantage of

it, it would cost $24,000,000,000 a year. That is half of the total
income of all the people of the United States at present,

Dr. TOWNSEND. It is now.
Senator I3ARKLEY. Yes.
Dr. TOWNSEND. It will not be.
Senator BASKLEY. It was about one.third of the income during

the peak of our income 4 or 5 years ago.
Dr. TOWNSEND. Senator, let me ask you what creates income?

Nothing in the world but demand.
Now, let us have demand, an abundant demand and we shall vastly

increase the national income.
Senator BARKLEY. Yes; and you vastly increase the price of every-

thing to those who have any income.
Dr. TOWNSEND. No.
Senator BARKLEY. Because if your plan succeeds so that there is

going to be enough demand for anything anybody would want,
whether they need it or not, so as to get rid of the $200 or $400 a
month, as the case might be, you might possibly increase the demand
for goods, but that might not be a healthy demand, it might be a
squandering of national income rather than the conservation of it,
might it not?

Dr. TOWNSEND. Let me suggest to you that there are always two
things which militate against the advance in prices. Abundance is
one thing and mass production is another. Mass production has
come to stay. It is here. We are going to use it because machines
are just beginning to be used. We are going to vastly increase the
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productive ability of this country from now on through the use of
mass production. Now, mass production always has a tendency
toward lowering prices. Take the automobile for example. You
can buy a better car today for $800 than you could have bought for
$2,000 just a few years back, all due to mass production. There is
never any apparent increase in the cost of commodities in times of
plenty. We propose to have a time of plenty, because we know we
are qualified to produce that kind. We can do these things with our
present technical knowledge and ability.

The CHAIRMAN. Will it have an effect on increasing the price of a
Ford automobile?

Dr. TOWNSrN.ND. Beg your pardon?
The CHAIRMAN. Would this increase the cost of a Ford antoine.

bile?
Dr. TOWNSEND. No; it will not. It will decrease the cost of a Ford

automobile.
The CHAIRMAN. Then you would get it cheaper than you get it for

nowI
Dr. TOWNsEND. Unquestionably.
The CHAIRMAN. Then you have got to pay a 2-percent tax on

every part that enters into it, and on every transaction that enters
into the proposition?

Dr. TowNSEND. Well, now, let me suggest, Henry Ford probably
is the great stabilizer of prices in the automobile field today. He
owns his iron mines, his glass factories, his leather-upholstery plants,
everything that pertains to a car almost Henry Foid supplies him-
self. He is going to be in a position. if he has a greatly increased
demand for cars, to lower that price. Henry's philosophy has always
been to create his own market by a vast increase in the price paid for
labor so that the laborers themselves might constitute his market.

The CHAIRmAx. Well, let us take a cncernm-
Dr. TowNSEND. Just a moment, Senator Harrison, let me finish.
The CHAIRMAN. Go ahead.
Dr. TowNSEND. If Henry Ford can continuously lower the price

of his product, and if General Motors would still be in the competing
field, General Motors might have to buy their glass, their iron ore,
and everything of that nature, on which there was a tax, but they
would have to compete with Henry Ford or cease to sell their
product,

Senator CouzENs. So you would automatically build up great cor-
porations and integrate capital so you would have immense organi-
zations to compete with each other?

Dr. TowNsmND. Why would we do that?
Senator Couz.Ns. Because General Motors, not owning all the

coal raines, iron mines, and steel mills, could not compete with
Henry Ford, therefore, they would have to buy up all their coal
mines, all their steel facilities, leather plants, an d so on, so as to be
able to avoid the 2 percent tax.

Senator CONNALLY. The doctor's theory is it will lower the price
under those conditions.

Senator CouzENO. I am talking about competition. If the other
large corporations proceeded on the plan that the doctor described
4hey would automatically build up 'the most self-contained oorpora,
tions, so as to avoid the 2 percent transactions tax.
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Dr. TOWNSEND. We will certainly make them pay their propor-
tionate share.

The CMAwUAw. Doctor, let us take the Standard Oil Co. They
own their own oil wells they own their own pipe lines, they own
their own refineries, and so forth, and they own their own service
stations. There would not be much of a turn-over with the Stand.
ard Oil Co because they control it, but take the innumerable number
of inde endent oil concerns that have to buy the crude oil, that have
to pay for the pipe line and make the arrangements with the service
stations, and so forth; isn't your plan giving an advantage to the
big fellow over the independent fellow?

Dr. TOWxSEND. It would up to this point, of course. However,
they would have to pay their tax, and if they did drive competition
out of the field and attempted to raise the price to the consuming
public, then competition would again spring up immediately. Cer-
tainly this will have a tendency to reduce prices to the consuming
public.

Senator BARKLY. In your testimony before the House Committee
on Ways and Means, was not one of your contentions that it would
increase prices?

Dr. TOWNSEND. It would increase prices up to a certain point.
That will not, perhaps, be as a result of the increased cost of com-
modities. In a time of activity, monetary activity, we always ex-
pect a slight advance in the cost of things. We are willing to pay
that. We have done it in the "past and liked it.

Senator BARKLEY. Wasn't it your theory, in your testimony before
the House Committee, that while it would increase prices by permit-
ting this tax on everything that it touched, that there wouldbe justi-
fication in that, on the ground that your theory carried the further
problem of increasing the compensation of those who pay the in-
creased prices I

Dr. TowNSEND. We want to see an increase in the price of com-
modities to a point where the producer, such as the farmer, can make
some money.Senator BAKLEY. That is getting to the proposition of the farmer.

You propose here that every farmer who sells a hog will have to pay
a tax of 2 percent of the price of that hog.

Dr. TowNSEND. Yes.
Senator BARKLEY. The butcher who purchases it or cuts it up into

different parts for distribution will collect a 2-percent tax on eachpiece of that hog that he sells to the public; or if it goes to the packer
the packer does the same. No matter how many times it turns over
the 2 percent will a ply.

Dr. TOWNSEND. Yes.
Senator BARKLEY. If I recall, somebody estimated that every com-

niodity of that sort would turn over an average of 'about five times
before it got to the consumer.

Dr. TowNSEND. Yes.
Senator BARKLEY. Which would mean a lot of them would turn

over much more than five times. Now, your farmer, in order to sell
this hog, has got to be licensed by the Government first, he has got
to pay a license fee to the Secretary of the Treasury under your plan
to sell the hog, and that license fee is to be whatever the Secretary
of the Treasury fixes, is that correct?



Dr. TowNSEND. It might be 10 cents a year; yes.
Senator BARKLEY. So every farmer in the United States, in order

to sell what he grows has got to be licensed by the Government.
Which carries with it the privilege of selling what he wants to sell.

Dr. TowNSEND. For the purpose of registering; that is all. That
is the only reason we want a license.

Senator BARKIJ Y. Well, if it is for the purpose of registering,
what is the object of having him register?

Dr. Tow.-SF1ND. So we may collect the tax from him.
Senator BARKLEY. You say the farmer is registered so that the tax

may be collected by somebodyI and if he does not pay that tax, he
is not permitted to'sell his hogs?

Dr. Tow,-ism.D. The seller might be the man to whom we would
look to collect the tax. We cannot collect it any place else.

Senator BARKIEY. Your plan contemplates that the Secretary of
the Treasury shall issue a license to every farmer in the Nation, for
which lie might pay whatever fee is fixed; and unless he so registers
and is licensed, he cannot sell what he has produced I

Dr. TowN sEN. We propose to have some measure such as that
set up.

Senator BARKLEy. That is true, though; that is a fact?
Dr. TowNssgOD. Yes; that is true.
Senator BARKLEY. You talk about regimentation, which has come

intQ common usage here in the last year or two. That would be
regimentation par excellance, would it not?

Dr. TowNSEND. I do not know what you mean by "regimenta-
tion." It is a regulatory law, of course, the same as any other law,
applying to all citizens.

Senator 13AnKLEy. Do you believe the people of this country would
ever be reconciled to any provision that required every farmer in
this country to register and buy a license before, he could sell what
he hasproduced to feed and clothe the world I

Dr. TOWNSMD. If he saw a financial advantage in it to himself I
know he would.

Senator BARKLEY. Of course, the question of financial advantage
is purely theoretical. Now, while we are on the farmer proposition,
let us take this situation: Let us take this couple who have lived on
the farm all their lives, they are over 60 years of age, they are alone,
their children have all married and left home, and this old couple is
on a farm making a fairly good living; they are still young enough
to plow and hoe and work-we have increased our longevity in the
last generation or two so a man who is now 60 years old, according to
the actuaries has about 15 pretty good years left to him. Your bill
would pay those two people $400 a month and would require them
to cease any further activity; now what would happen to that farm?

Dr. TowxCsE. We ask that that farmer hire a manager or hire
someone to take his place if he wants to access this pension.

Senator BARKLEY. Would he still have plenty to live on?
Dr. TowNsEND. Why not?
Senator BARKEY. Could he help the hired man to do farm work

there
Dr. TowNs END. Of course. Why not?
Senator BARMLEY. You say he might withdraw wholly from. pro-

ductive activities?
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Dr. TOWNSEND. If he provides a job for one individual to take his
place.

Senator BARKLEY. He can help the individual to do farm work?
Dr. ToWNSEND. Why not?
Senator BARKLEY. Because you do not say so in the bill. If he

takes on any productive activity in ary month, he is not on the pay
roll for that month.

Dr. TOWNSEND. Any salaried position hie has got to surrender.
Senator BARKLEY. You require the couple to spend the $400.

They probably have not been in the habt of spending that much
money. That does not mean they ought not to have more, but how
would they go about spending that $400 a month which, between the
two, would be $4,800 a year? What would they buy with that?

Dr. ToWNSEND. Bless your soul I could take a man who had ever
had a salary of $200 a month who could answer that without any
difficulty whatsoever.

Senator BARKLEY. I am not talking about a salaried man; I am
talking about a couple that had a $200 income a month.

Dr. low2;sEND. Well, I could suggest innumerable ways in which
they could do it. The first thing they would do would be to buy a
car, or they would probably rebuild or repair their home, they would
refurnish it, they would travel, they would buy books, they would
buy things for their children liberally. That is exactly what we
want done.

Senator BARKLY. It is conceivable that for a short time from
the beginning they might be able to find a useful expenditure for
$400 a month, but how would they spend it over a period of 5 years
or 10 years or 15 years?

Dr. TOWNSEND. Did you ever hear the assertion that as our means
increase so do our desires?

Senator BARKLEY. Yes. Sometimes our desires are not wholesome
desires and they are not necessarily good for us.

Dr. TOWNSEND. All right. I can assure you that everyone who
ever receives $200 a month, requiring it be spent, will never haye
any difficulty whatsoever, because if they lack ingenuity and inven-
tiveness in spending that, then all the woi'ld they have to do is nudge
a neighbor and ask for suggestions, and they certainly will get
then.

Senator BARKLEYI. Under your plan, if there is a man who has
been obtaining a fairly regular income of say $500 a month, which
is more than he needs, and if he spends $200 a month and puts the
other $300 away in a savings account, he has no natural desires or
demands on him beyond $200 a month, and, therefore he has not
spent the $300 that lie lays aside, do you require him, if lie obtains
this pension-and all lie has got to do is ask for, all he has got to do
is prove that lie is a citizen and is 60 years of age--can he spend the

that you provide him in the penlsion and put the entire $500 of
his private income away as a saving?

Dr. TowNSEN-D. I presume he could, but he would not.
Senator BARKLEY. How do you know he would not ?
Dr. TowNSEND. It is very obvious to anyone that money laid away

does not do anything. You lay it away for a time until you get it
invested.
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Senator BARKLY. Unless the banks have loaned it out to some-
body. But he would have $500 a month instead of $300, and that
wouhl not do anything, thereby he would be more inclined, you think,
to spend not only the $200 that you gave him but the $'200 that he has
been spending? Is not that $500 that could do nothing instead of
$"3001

Dr. TOWNSEND. I cannot say what the individual will do beyond
this: 'h'lat if he obeys the law, and the law compels him to spend
$200 a month, he is going to do it.

Senator BAnKU.Y. If he spends the pension and puts away his $500,
he is not increasing the demand for anything; he is not giving any-
body a job; he is not increasing the turnover of commodities; he is
simply taking advantage of the Government's pension to meet his
normal demands of $200 a month, and he is permitted to lay aside
$500 to lie idle instead of $300. That is true, isn't itI

Dr. ToWNSEND. There are plenty of misers, of course, who hoard
every penny they get. Most people gave it up with the idea of buy-
ing something with their savings and a great percentage will do so.

Senator BARKLEV. Or hand it down to their children.
br. TOWNSEND. If the children get it you know it is going to be

spent.
Senator BAlRKLEY. If the children happened to be around 30 or

40, of course, there might be some incentive for the aged couple to
put away $500 a month instead of $300, to pass it down to their
children before they would arrive at the age of 60 and get along
on the $200.

Dr, TowNsNvD. Suppose savings did become general in the United
States, suppose money came easy so most everybody could supply
their needs readily; suppose they'had good positions with good pay;
is that going to increase the tendency, do you think, to accumuate
We are thereby going to establish security in this world. If we
retire these old folks, that is going to militate strongly against the
idea of saving and accumulating.

Senator CONNALLY. Are you against that ideal A e you against
saving money ?

Dr. TowNSEND. Yes- I am
Senator CONNALLY. You,are opposed to that?
Dr. TowNsmD. Absolutely. I think it is wrong in principle.

Money should not be used as a means of storing wealth.
Senator CONNALLY. Somebody is going to get it. If you give it

to these old people, somebody is bound to take it away from them.
Somebody else will get it.

Dr. TowNs.ND. Somebody might hoard it, but, the freer money is
used in the country, the less inclination there is to accumulate, hoard,
and save.

Senator BARKLEY. Your position is that in addition to all the
money that is now spent for services there will be $2,400 a year more
spent.

Dr. TOWNSEND. Yes; there will be $2,400 a year more spent. It
will be speeded up, that is all.

Senator BARKLEY. It will be spent?
Dr. TowNSEND. Yes.
Senator BARKLEY. We will spend the same volume of monvy I
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Dr. TOWNSEND. We will spend-the same volume of money that we
have now but it will circulate faster.

Senator BARKLEY. So everybody who has money, including Hleniry
Ford, will not only spend all he is now spending but he wil spend
the other $200 a month that you are giving him I

Dr. TowN'SEND. He will have to spend the $200 that we are giving
him.

Senator BARKLEY. He will not substitute one for the other and Jay
aside more of his private savings?

Dr. TOWNSEND. I claim it does not make any difference.
Senator BARKLEY. It would make a good deal of difference if they

do not spend the extra $200 for commodities so as to create a demand
for more commodities and more labor.

Dr. TowxSEND. The $200 a month is not going to mean anything
to Henry Ford one way or the other.

Senator BLACK. He would get it, would he not, Doctor?
Dr. TOWNSEND. If he wanted to apply for it.
Senator BLACK. Henry Ford and J.P. Morgan could get the $200

if they applied for it f
Dr. TowNSEND. Yes; and if they wanted to place somebody in their

position to manage their business for them.
The CHuAnMAN. In that case how would you know whether they

were spending the $200 that they got from the Government or
whether they were spending $200 from their own private funds?

Dr. TOWNSEND. I do not care in the least.
Senator CONNALLY. Doctor, would Henry not only get the $200 a

month from the Government, if he wanted to, but also get most of
the other $200 a monthI

Dr. TOWNSEND. He would get a lot of them.
Senator CONNALLY. You just stated that these old people would

buy a car.
Dr. TOWNSEND. Yes. Henry Ford would get a lot of them. There

is no reason in the world why we cannot make Henry support this
retirement fund.

Senator BARKLEY. Do you think Henry can support this entire
load?

Dr. TOWNSEND. He can support a lot of it, and he would unques.
tionably support a lot of it.

Senator CONNOLLY. You figure 2 percent on all of the turn-oversi
Dr. TOWNsEND. To start with, and certainly we will reduce it to one.

half of 1 percent.
Senator CONNALLY. You say it will take $24,000,000,000 a year.

Have, you figured what the turn-over would have to be in thi
country '

Dr. TOWNSEND. Yes.
Senator CONNALLY. It would have to be one trillion, two hunditt

billion, wouldn't itI
Dr. TowNSEN-,D. Yes; we can do that because we have already

done it.
Senator BARELEY. That did not include turn-over in only the pur-

chase of commodities; that included all sorts of transactions, so far
as it is possible to Judge them, with'respect to banks. There is ito
real authority in this country as to how much the turn-over has been
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or what our income is a year. You have taken your figures from the
statement made in the Wall Street Journal published by Dow, Jones
& Co., I suppose.

Dr. ToWNszN.D. Yes.
Senator BARKLEY. You do not know how authoritative that is. It

is just an estimate. It is taken from reports made by 141 member
banks in the United States without regard to all the other banks in
the country.

Dr. TOWNSEND. Yes.
Senator BAmiitay. So it is just a guess.
Dr. TOWNSEND. Well, you know it is a very conservative guess,

because the rest of the banks were not represented in the list.
Senator BARKLEY. So it is just a guess.
Dr. TowxsEND. Well, it is a very conservative guess, because the

rest of the banks were not represented in the list.
Senator BARKaY. That is not only the checks given in payment

of commodities, but it may have included every check given for
Government bonds, real.estate transactions, payment of interest, pay-
inent of life-insurance premiums, and everything.

Dr. ToWNSEND. Were not those transactions?
Senator BARKLEY. They were transactions, but it does not mean

the purchase of commodities.
Dr. TowNSEND. A bond is a commodity.
Senator BARKLEY. NO, no.
Dr. TOwNSND. Why not?
Senator BAnKLEY. Th'e doctor knows a bond is not a commodity.
Dr. TOWNSEND. It is a piece of paper representing wealth.
Senator BARKLEY. It is a piece of paper representing an obliga.

tion of some kind. A commodity, as we understand the term "com-
inodity" is something you can use, like corn, wheat, hogs, cattle,
wagons, automobiles, a suit of clothes, and so forth.

Dr. TOWNSEND. No, no. We propose to include stock and bonds as
commodities,

Senator BARKLEY. If you include stock and bonds and all checks
given for stocks and bonds, and interest, I .think in your guess of
one trillion two hundred billion you will reduce the actual turnover
in the purchase of commodities to about 400 billions instead of 1,200
billions of dollars.

Dr. TowNsEND. Even with the increase of the ability of the people
to buy, ehf I think Xou are mistaken.

Senator COUZENS. DOyou publish this Townsend Weekly?
Dr. TOWNSEND. Yes; I do.
Senator Couzsmi. Do you keep any accounts of the income and

expenditures of this organization?
Dr. TowN siD. Absolutely.
Senator CouzENs. What has been your total income to date?
Dr. TowNsnm. I could not give it to you at the moment, but it is

less than $50,000.
Senator COUZENS. You mean that is all you have collectedI
Dr. TOWSEND. That is all we have collected from any source.
Senator CouzENs. How much have you spent?
Dr. TowNSEND. About $45,000, I judge.
Senator Couzw~s. In getting all these petitions you spent that

mdehI
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Dr. TOWNSEND. That is all voluntary work. We have not paid a
cent for it.

Senator CONNALLY. In reference to your agents who go out to
organize clubs, how do they get influence in the community in which
they organize clubs?

Dr. TOWS:END. We have had as high as six agents at one time on
a salary. We pay a few of them $0 a week, and their traveling
expenses.

Senator CONNALLY. Why were you hiring them on a salary?
Dr. TOWNSEND. Because it is very apparent that we cannot get

them to go out and serve without pay.
Senator CONNALLY. How do you pay them? Do you pay them

out of the book sales?
Dr. TowNSEND. Yes; we pay them out of the book sales.
The CHAIRMAN. Doctor, I wanted to ask you a series of questions

that I have put down in writing.
Senator HASTINGS. Mr. Chairman, may I ask just one question

before you start?
The CHAIRMAN. Yes.
Senator HASTINGS. Doctor, I would like to know if you have given

any consideration to the practicability of paying a lesser sum to two
people who live together? For instance, would it not be a little
more practical if you provided $200 a month for a single person that
is aged and $300 for the married people living together? Would
that interfere with your theory and your plant

Dr. TowNsiD. It would interfere with the plan to this extent,
that the more you cut the pension the less buying ability the people
will have.

Senator HASMNos. Do not you think you might cut that $100 a
month to the married people without destroying your plant

Dr. TowNSEND. I do not. I think it would be suicidal for us to
do so.

Senator CouzENs. The way you look at it, you think it is a better
plan because it would encourage the sale of marriage licenses, is that
right?

Dr. TowNSEND. I should hope so.
Senator BAnXLEr. Not beyond 60.
Dr. TowNSEND. You cannot tell about that, sir.
Senator BARKLEY. Let me ask him this question, Senator, before

you proceed with your questions.
The CHAIRMAN. Yes.
Senator BARKLEY. According to your plan we will say that

10,000,000 of old people take advantage of it, and there are 130,-
000,000 people in this country] that means that this $24,000,000,000
a year would have to be paid by the remaining 120 millions. That
represents about 28,000,000 families, *on the average, which would
mean each family would be taxed $88 a month to raise this enormous
amount of money to be paid to these pensioners. Do you not know
that the average income of the families of the United States today
is less than $88 a month ?

Dr. TowNSEND. Yes; I know that.
Senator BARKLEY. So that your plan calls for a tax to be collected

from the nonpensioners greater than their present income?

1033



ECONOMIC SECURITY AOT

Dr. TowNszN. We, of course, do not propose to have the present
national income remain static. We think it is utter folly. I want
you to consider what we are paying now. If you consider the
amount of money that is now paid out in pensions of various sorts
throughout the country, with the terrific cost of maintaining poor-
houses, poor farms, and relief agencies of all descriptions, you will
find, gentlemen, that that could all be credited on our side of the
ledger and it would reduce tremendously the cost of this pension
system tvhich we are proposing.

The CHAIRMAN. You make certain exceptions in your bill as to
pensions, though. The disabled soldiers, for instance, that.get pen-
sions, you except them, don't youI

Dr. TOWSEND Yes- but they could very readily be persuaded, I
am sure to exchange those pensions for a $M0 pension.

The C&AIRMAN. Is that so?
Dr. TowNSEND. Yes.
Senator BLACK. Doctor, may I ask you one uestion in connection

with what Senator Barkley asked you? As I understand it. your
idea is to increase the national income per individual.

Dr. TOWNSEND. Why, certainly, for all concerned.
Senator BLACK. As I recall it, there are 10,000,000 people that

make less than $500 a year; I know there is a very large number.
Do you think it is fair for them to pay a sales tax in order to pen-
sion Mr. Rockefeller and Mr. Ford?

Dr. Tow.SEND. It would not be fair if we did not increase their
ability to pay, but that is what we propose to do.

Senator BLACK. Let us assume they are under 65 years of age, or
under 60 years of age.

Dr. TOWNSEND. Yes, certainly.
Senator BLACK. Let us assume that you put a sales tax on every

piece of meat they buy, that they pay 2 percent to the farmer, 2
percent to the packer, 2 percent to the wholesaler, 2 percent to the
broker, and 2 percent to the retailer; by that. time these $500-a-year
people and those who make less than that have a pretty good tax to
pay, do not they?

br. TowNXSEND. Cannot you see that if we increase the general
ability of the people to buy we are going to vastly increase the
amount of business done, and the number of jobs and we are going
to increase the ability of people to demand big pay?

Senator BLACK. I can understand your theory, I think, but I do
not see how this is going to give the people that are already under-
paid and getting too small an amount of the national income, any
increase in their part of the income. It does not aid them any to
pay Mr. Rockefeller and Mr. Ford a pension out of their meager
earnings.

I)r. TowNsEND. Our idea is'to take the burden of paying this tax
out of the clafs of those who are getting meager pay and putting it
in the class where it belongs.

Senator BAciK. Do you propose to raise. their wages by law?
Dr. TOWNSFND. We do not have to. We will put the workers in

a position, as I said a few minutes ago, to demand adeqtiate pay,
as they (lid during the war time, when the number of workers in
the country was vastly reduced. The boys carried a hod in silk
shirts costing $12 apiece.
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Senator BLACK. Even then a lot were drawing very meager wages
all over the Nation. Statistics show that even then mltlions of
them were drawing far less than a living income.

Dr. TOWvS,.ND. Yes; in the slums of our big cities where there
was no opportunity of course.

Senator BL.CK. Sure; but we still have the slums here.
Dr. Tow.NsEND. No, we will not; we will abolish the slums im-

mediately.
Senator BLACK. Do you think you will abolish the slums by pay-

ing Mr. Ford, Mr. Rockefeller, and the people who do not have to
pay taxes, a salary?

Dr. 'rowINsEND.'There are only four Rockefellers in the country.
Senator BLACK. There are many others who draw a large income.
Dr. Tow.sEND. There are some old folks who will draw $200 a

morhh who probably might. not need it, but I can sure you there
will not be many of them compared with the nuinr of 01( people
who will need it.

Senator BLACK. What about the young people who make over $500
A yearI

"Dr. TOwNsEND. They will work to create new homes, do new things
for the people who are able to buy.

Senator BLACK. If it is your idea, Doctor, to help the poor people
why do you propose to put the tax on the poor people in the main?
Everybody that knows anything about the sales tax knows it is
paid by the poor people who have the least.

Dr. TowNSEND. Let me ask you, Why (o you permit the tax to
be placed on the poor people, anyway I The poor people pay. the tax
today, anyway.

Senator BLACK. The tax should be placed on those who have the
ability to pay it. I am opposed to any sales tax to pension Rocke-
feller, Morgan, or anybody else in that class.

Dr. TowNsENr. You cannot conceive of a tax that does not fall
on the poor today.

Senator BLACK. Yes; you can.
Dr. TOWNSEND. No; you cannoL The poor always carry the bur-

den.
Senator BLACK. Your objective, you said, is to raise the income of

the underprivileged and underpaid?
Dr. TOWNSEND. Yes, sir.
Senator BLACK. And you propose to do that by putting a tax on

the underprivileged and underpaid, because in the main the sales
tax will be paid by them, if it applies to necessities. You propose
to put a tax on the underprivileged and underpaid to raise the stand.
ard of the underprivileged and underpaid.

Dr. TOWNSEND. And we propose to make the rich man pay on the
things that are not necessities, and pay liberally.

Senator CouzL'Ns. Isn't it a fact-, Doctor, that you really have in
mind a creation for the demand oF labor to such an extent that the
wages will automatically go up?

Dr. TOWNSEND. Certainly. They have always done it in the past,
Senator HASTINGS. Under your theory, the man now getting $000,

for instance, will be relieved by finding a better job, a job that will
pay him $1.200, and therefore he can pay out $300 of it in a tax if
necessary? '

i 14T- 7 - 6
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Dr. TOWNSEND. There isn't any question about the tax being an
insignificant thing, because we will at least be able to double any
wages that are now existing.

The CHAIRMAN. The V4,0000,000 is an insignificant thing,
annually?

Dr. TOWNSEND. Pardon me?
The CHAIRMAN. Do you think that $24,000,000,000, the cost of

the tar, is an insignificant thing?
Dr. TOWNMND. Why, it is not an insignificant thing, of course, but

we are expending and using $24,000,000,000 a year, and that is all
in the world we want to do. If 10 000 000 old people retire we shall
only need $2,000,000,000, that is all. We shall very likely revolve
that amount of money continuously, collect it and disburse it.

Senator GERoGE. Doctor, how many people over 60 years of age
are gainfully employed?

Dr. TOWNSEND. It is estimated about four million or four and a
half million are gainfully employed. These are the figures of the
last census.

Senator GEORGE. Four and a half million people are gainfully
employed?

Dr. TowNSEND. Yes.
.enator Couzr s. Have you suggested anything about raising the

minimum, or raising the limit to '5 years? I saw in the press that
you had in view the changing of your proposal to 76 years instead
of 60 years.

Dr. TOWNSEND. No. I was misquoted entirely.
Senator COUZENS. You do not propose to do that?
Dr. TOWNSEcND. No.
The C AI MAN. Doctor, if it is such a good thing for those who

are 60 years of age and over, and it is going to bring such prosperity
because of that, why do not you make the age limit 40 or 50 years?

Dr. TOWNSEND. Because 60 years old is merely a starting point.
We do not know definitely how soon we shall have to reduce that to
40 or 50. Unquestionably, if our productive ability advances as it
has in the past 25 years, the time is surely coming when we will
have to retire people of the age of 50, for we are destined to have an
unemployed army on our hands, and that is an army of people never
again needed in the ranks of industry. Now, I claim it is nothing
but common sense for us to segregate this army, remove the old from
competition for the jobs. We will immediately create about 4 million
of jobs by the retirement of these old folks.

Under this $200 a month or $2,400 a year is required. It has been
aetuarilly proven that it requires about $2,600 permanently invested
in business to create and maintain a job at good pay for one indi-
vidual. That is the reason for $200 per month, that is one of the
main reasons. If this retired army, expending $200 a month, cre-
ates a job for one individual, we shall immediately have all of the
available laborers at work in the entire country.

Senator BARKLEY. Do you know what is the average income of
the 4,000,000 over 60 who are now gainfully employedI

Dr. TOWNSeND. Pardon meI
Senator BARKLEY. What is the average annual income of the four

and a half million people who are now gainfully employed,.who are
above 60 years of nge?
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Dr. TOWNSEND. I could not say that, but you know it is ver low.
Senator BAuIMLEY. Do you thiik that by the elimination o those

four and a half million, and according to your theory drawing into
their places four and a half million people under 60 years of age,
would offer a sufficient inducement to employ all the four and a half
million who would be drawn into it at this low payI

Dr. TowNsE.nD. It would certainly look good to people who can-
not get a job of any kind today.

Senator BARKLEY. I believe your theory is that all of the ten and
a half million or eleven million and a half people over 60 years of
age will not apply for pensions.

Dr. TOWNSEND. I know they will not.
Senator BARKLEY. You say, I believe, that seven and a half million

or eight million people will?
Dr. TowNSEND. In all probability that will be the limit.
Senator BARKLEY. So instead of it being 24 billions you say it

will be 18 billions to 20 billions of dollarsI
Dr. TOWNSEND. Yes.
Senator BARKLEY. Now, you say that this tax will raise 5 billions

to begin with. How do you propose to raise the other 13 or 14 bil.
lions that would be necessary to pay this pension?

Dr. TOWNSEND. Gentlemen, the moment this law is passed there
will be a great acceleration of business. That acceleration of busi-
ness, that immediate basis of taxation, at 2 percent, will roll into the
Treasury very much more than 5 billions immediately. Just as soon
as we can get these people on the pay roll then the volume of businesstransactions in this country will vastly increase.

Senator BAIrHLEY. Do you realize the amount of income received
in practically every State from the sales tax has been less than that
estimated by the proponents?

Dr. TOWxS.ND. Well, you are talking about present-day condi-
tions. Present-day conditions are not going to exist continuously.

Senator BARKL..Y. Those taxes for the most part have been based
on present-day conditions. The sales taxes, which have been adopted
by nearly 30 States, came about because of the decline in revenue
from real estate and other sources, isn't that sot

Dr. TowNSEND. Yes.
Senator BARKLEY. And those estimates have all been based on the

present conditions. I know in my State they passed a 3 percent
sales tax which applies to everything-food, clothing, and everything
else.

Dr. TowNSEND. It is a retail-trade tax, isn't it?
Senator BARKLEY. Yes. It means every time you buy anything,

whether it is a meal, a room at a hotel, a suit of clothes, an a4tomo-
bile, or a plow, you have got to pay the 8-percent tax.

Dr. TowNSEND. Yes.
Senator BARKLEY. I noticed in the press a day or two ago that the

amount of income derived from that 3.percent tax is anywhere from
25 percent to 50 percent less than that which was estimated by the
legislature when it was enacted. So have you made allowances for
the possibility that your figures, which are based upon an immediate
resurgence of the velocity of transactions until you get back to your
1 trillion 200 million, have you made allowances for the fact that it
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may not work out, and if it does not workout, the treasurer has got
to find the difference somewhere?

Dr. TOW.NSENuD. The treasurer has got to find all differences. Here
we are proposing to take 4 billion ,800 million dollars out of the
Treasury, or out of the borrowing ability of the United States, and
dissipating it howl We propose to dissipate about 2 billion dollars
of that money, we will say, in retiring 10 million old folks; we pro-
pose to put it in a place where it will do some good to the people, where
it will restore buying power to the people, scatter it throughout the
United States, not dump it in great lots here and there, which cannot
benefit anyone.

I ask you gentlemen to consider why prosperity is in the District
of Columbia. Why is it that prices are high here and business activ-
ity strong? It is for the simple reason that money is available.
There are lots of people on the pay roll. There is no other reason in
the world. Now let us make that principle applicable to the whole
country. InsteaA of wasting money in great lots here and there,
which cannot benefit anybody except those in the immediate vicinity,
let us disseminate it over the United States. We have got to do
something with the army of unemployed.

Senator CoNNALLY. Would not the best way to do that be to put
everybody on the pay roll?

Dr. TowwsEND. That is exactly what we are having to do.
Senator BAaKLEY. Your ultimate admission, then, is to put every-

body in the United States on the pay roll of the Government?
Dr. TOWNSEND. Why not?
Senator BARKLEY. Why do it?
Dr. TowNSEND. Why do it?
Senator BARKIEY. Yes.
Dr. Tow;sND. In order that we may live decently, in order that

we may eliminate poverty.
Senator BARKLEY. You mean that everybody in the country is to

be on the pay roll of the Governmentl
Senator HAsUNGS. Senator, I do not think the doctor understood

you.
Dr. TOWNSEND. I do not mean the Government pay roll, of course,

I mean a pay roll of some sort.
Senator BARKLEY. You illustrated it by making a statement about

the District of Columbia. They are all on the pay roll of the Gov-
ernment here.

Dr. TowNSEND. They are not all on the Government pay roll.
There are clerks and others here in the District of Columbia who are
not on the Government pay roll.

Senator BARKLEY. The only thing that makes Washingon differ-
ent, if it is different, from any other city is because of the large num-
ber of people here who are on the Government pay roll. You cannot
copy that situation in every city in the United States however.

Dr. TowNSEND. If you do not know that the conditions are dif-
ferent here in Washingt n from what they are in other parts of the
country I wish you would travel with me a while.

Senator BARKLEY. I know, of course, that this is not a manufac-
turing city it is purely a residential city. Most people in Washing-
ton depend, either directly orlindirectly, on the Government. You
cannot duplicate that situation in every city in the United States.
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Dr. TOWNSEND. I know that, my dear Senator, as well as you do.
I am asserting that because of the dissemination of money here
through the Government pay rolls, that business has come to all oi
the stores, all the institutions in this District of Columbia, and for no
other reason. If it were not for this great pay roll, we would not
have any prosperity in the District of Columbia, any more than in
St. Louis or any place else.

Senator CONNALLY. Doctor, have you contemplated the question
of printing new moneyI

Dr. TOWNSEND. I did not get that.
Senator CoNxALLY. Have you given any consideration to the ques-

tion of printing this new money, to pay them off with new money?
Dr. TOWNSEND. Yes. That would be absurd. There is no sense

in that. We do not need it. We have all the money we heed. All
we need to do is to circulate it.

Senator BLAcK. Doctor, may I ask you this question in connection
with these underprivileged and underpaid people. I understand the
chief objective is to circulate the money. I think all of us will agree
that if a circulating medium is accelerated, if it is speeded up, it
tends to improve business. Let us take those who have a small in-
come. Your object is to raise the income, isn't it?

Dr. TownsEND. Yes.
Senator BLACK. Why would not it be fair to them to raise their

income directly instead of indirectly ? Why should not we, if we are
going to raise this huge sum from a sales tax, or partly from it, in-
stead of distributing it to only a limited few in the old-age brackets.
why should not we give them back enough of that money to raise
their income to a reasonable amount, thereby insuring the fact That
they are goilg to have their income increased?

Dr. TowNsEND. Then you are going to leave it to some individual
or group of individuals to say what that shall be. We do not propose
to do that at all.

Senator BLAcK. You agree that $500 is not a living income. don't
youf

Dr. TOWNSEND. $500 a year?
Senator BLAcK. Yes.
Dr. TOWNSEND. Certainly.
Senator B14cH. Or that $1,000 is not a living income?
Dr. TOWNSEND. It is not.
Senator BLACK. And $1,500 is not. Everybody would agree on

that, would not they?
Dr. TowNsEND. Yes.
Senator BIAcH. If we are going to have a sales tax on all the peo-

ple, why not provide, then, that instead of giving some money. to the
older people that we shall supplement everybody's income that is
under $1,500 a year, so that it reaches $1,500 or more? Would not
that be fair to them, and would not that practically guarantee to
them this income that you claim, and that all of us think they ought
to have, in order to buy the goods produced by industry?

Dr. TOWNSEND. It would be a ridiculous idea to attempt to do that.
Senator BLACK. Why is it any more ridiculous to give it to them

than it is to give it to the older people? Do not they need it as
bidly?
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Dr. TOWNSEND. These older people have earned this retirement;
they have created all the wealth that exists practically in the country
today. They have given all of this to the rising generation and they
should receive a better consideration than the others.

Senator BLACK. Let us agree on that.
Dr. TOWNSEND. All right.
Senator BLACK. Is not it also true that a man who is young now

and who is producing all the wealth that must be used by tie old
people arAd the young people is entitled to have a decent wage?

Dr. TOWNSEND. We are going to give it to him.
Senator BLACK. You are going to give it to him indirectly, but.

if you are going to give it to him indirectly-and some of us do
noi think it would work that way if you put on the sales tax-have
you considered the plan of guaranteeing him the wage out of the sum
that he helps to create?

Dr. TOWNSEND. There is no way in the world you could guarantee
it.

Senator BLACK. Could not you provide that everybody who had
an income under a certain amount should get a pension, enough to
raise it to the amount that you are going to give to the old people,
$200 a monthI

Dr. TOWNSeND. We are going to put it in the hands of labor, who
demands it and I will venture they will get it.

Senator bLACK. They have been saying that all through the cen-
turies, that labor would do it but it never has.

Dr. TOWNSEND. Our plan ias never yet been tried, sir.
Senator BLACK. Why limit it to people of old age; why guarantee

it to the men and women who have worked in the past? You have
considered that, no doubt. Have you considered guaranteeing $200
a month to the younger people, who are contributing and who will
Contribute to pay Mr. Ford and Mr. Morgan a pens on, the money
for which is to come from a sales taxI

Dr. TOWNSEND. Have you got your plan for that purposeI
Senator BLACK. I am asking you. You are the one who has the

plan. Your plan is, youi say, to raise the wages of these people.
Di. TOWNSEND. Yes.
Senator BLACK. You propose to do it by taking out those who

have worked, you favor an o(-age pen-ion to those -who are over
60 years of are, you propose to guarantee them $200 a month, hoping
that indirectly these people wit% incomes under $1,500 will be com-
pefnsated for their sales tax by an increased wage. Why would not
it be fair, if you are going to guarantee $200 a month to some, why
would not it be fair to guarantee $200 a month to all?

Dr. TOWNSEND. Because we could not. do it; that is the reason
why.

Senator BLACK. You could not do it?
Dr. TowNsEND. No.
Senator BLLCK. Why could you not do it? If you can guarantee

$200 a month to a man over 60 years of age, why could you not guar-
antee $200 a month to a man 80 years of age who is busily engaged
in working long hours for small pay?

Dr. TOWNSEND. For the simple reason there are too many of them.
Senator BLACK. There are too many of themI
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Dr. TOWNSEND. Yes.
Senator BLACK. You propose that they get it indirectly
Dr. TOWNSEND. We propose to shift the burden of taxaton which

we are now carrying to a group of individuals where it would do
the people some gool.

Senator BLACK. Yes.
Dr. TOWNSEND. We are probably carr ing a burden of $2,000,-

000,000 a month now for maintaining wholesale pauperism in the
United States. That is ridiculous in a land of plenty. We are not
going to have that condition prevail.

Senator BLACK. We all agree to that. You propose to guarantee
$200 a month only to those who are over 60 years of age.

Dr. TowNSEND. All right.
Senator BLACK. Why should we not also consider the millions of

people who are working every (lay and who do not get $200 a month f
Is it fair to impose a sales tax on them when you do not guarantee
that the will get $200 a month I

Dr. TowNsEND. We can guarantee it by the increase of business
which will be available to all the people.

Senator BLACK. That is a disputed point, as to whether or not it
would do it. It would not be disputed if you put it in the bill that
out of the huge sales tax all the workers also would get $200 a
month. That would be direct and positive legislative assurance.

Dr. TowN'SEND. We could not do it. It is impossible. There is no
use talking about it.

Senator BLACK. Then you admit there is a point where you cannot
guarantee they will get. $200 a month, and you propose to .ive some
of them $200 a month for their past work and you are disinclined
to give $200 a month to those who produce the wealth that raises
the $200 for those who do not work.

Dr. TOWNSEND. You could not do it, it is very apparent, without
starting the printing presses and increasing the vast circulating
medium.

Senator BLAcK. If we can produce a billion, three hundred million,
could we not produce two billion, three hundred million dollars

Dr. TOWNSEND. We shall.
Senator BLACK. Why not begin now, why not give the under-

trivileaed and underpaid workers, many of whom are eking out a
are existence with three or four hundred dollars a year, why should

not we tell them that we are going to take care of them just like we
are taking care of those who have worked in the past?

Dr. TOWNSEND. Now Senator, you are building up something in
your imagination that there is no reason for considering.

Senator BLACK. That is not an imagination, that there are millions
of people that are not making a decent living, is it?

Dr. TowNsy.ND. We do not propose that condition to prevail.
Senator BLACK. You do not propose to guarantee that it shall

not prevail.
Dr. TOWNSEND. It is not neme.-ary for us to guarantee that it

shall not prevail. They guarantee it themselves.
Senator BLACK. They guarantee it by paying a sales tax to sup-

port somebody else at $200 a month.
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Dr. TowNEND. Yes, sir; that will do it, by guaranteeing a cir-
culation of money.

Senator BA]KxLY. They will look forward 15 or 20 years hence to
getting that $200 a month?

Senator BLAcK. If they can get the $200 a month.
Dr. TOWNSEND. Do not forget that we will abolish the $500 a year

limit.
Senator BttuK. If they are going to do it anyway, why don't

you prAvide it in your bill?
Dr. TOWNSEND. It is not necessary. That should be obvious to any

thinking man.
Senator BLACK. It would be obvious if he pays a sales tax on his

meat,this bread, his biscuits, and his clothes, to pay $200 a month
to sonme other people.

Dr. TowNSEND. Why if lie has a job that is paying 100 percent
better than his present-day job; yes.

Senator BLcx. May I ask you if this gentleman is associated with
youI

Dr. TOWNSEND. He is.
Senator BLACK. What salary does he getI
Dr. TOWNSEND. He does not get any salary. He gets his expenses of.

$50 a week.
Senator BhLAcK. He just gets his expenses which amount to $50

a week?
Dr. ToW sEND. Yes.
Senator BLACK. Do you call that a salary?
Dr. TOWNSEND. You can call it a salary, but he pays his expenses

out of it.
Senator CONNALLY. That is $200 a month.
The CHAIRMAN. Doctor, why was it that you stated before the

House Ways and Means Committee that this 2 percent turnover
tax would get $24,000,000,000 a year, and you now intimate to the
committee that you will probably only receive a little over $5,000,-
000,000 a year? What has caused you to change your mind about
that?

Dr. TowNSEND. I did not change my mind about that at all. It
is very obvious Mr. Chairman, that we cannot put 8,000,000 or
7,000,000 old folks on the pension roll immediately, and as a con-
sequence of the slowness of getting them on the pension roll the
full volume of transactions due to their spending is not going to be
felt for maybe 2 or 3 years.

The CHAIRMAN. As I understand it, then, you do think it would
raise $24,000,000,000 a year in 2 or 8 years, but in the beginning it
will probably not be over 5 billion I

Dr. TOWNS"D. We probably would not be able to get all of the
people on the pension roll, either.

The CnmRMAw. Do you know just how much is raised by Ger-
many through the 2-percent turn-over tax I

Dr. TOWNSEND. I could not give, you that. That is one reason
why I would like very much to have Mr. Doane with me.

The CHAIRMAN. I am going to give it to you from the reports.
It is $249,000,000 a year.

Dr. TOWNSEND. $249,000,0001
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The CHAIRMAN. $249,000,000 a year.
Dr. TowNSEND. Do you know how all cnbracing that transactions

tax is?
The CIAIRMAN. I know the reports show they have a 2-percent

turn-over tax, and that is the amount that was raised. In France
last year they had a turn-over tax of 2 percent and they raised
'301,000,000. I am just wondering if your figures are not incorrect.

Dr. TowNSEND. WVell, now, Mr. Done, who is an economist, will
be down here the first part of the week, and he can explain that to
you.

The CnAiRMAN. Is he on your board of strategy?
Dr. TowNSEND. No; he is the man whom we employed to give us

this report.
The CHAIRMAN. What do you pay himf
Dr. TowNSEND. We have simply paid him a certain sum of money

for this report.
The CHAIRMAN. How mueh?
Dr. TowNsEND. $201.
The CHAMMAN. $201?
Dr. TowNqsEmD. Yes.
The CHAIRMAN. Have you promised to pay him morel
Senator CONN;ALLY. That is $200 for old age and $1 for the report.
The CHAIRmAN. Have you promised to pay him more than the

$200?
Dr. TowNSEND. I will leave that to my treasurer.
Mr. CLEMENTS. We pay the expenses when he comes down.
Dr. TowNSEND. And $50 a day for his services.
The CHAIRMAN. Now, Doctor, I want to ask you a series of ques-

tions about your organization, because it has been quite alive and
has stirred up quite a lot of discussion.

Dr. TowNSEND. Certainly.
The CHAIRMAN. And probably some anxiety on the part of cer-

tain people in public office, a lot of people who are over 60 years
of age.

Dr. TowNsEND. We appreciate that.
The CnAIir.,x. Senator Couzens asked you about the Official

Townsend Weekly that is published in Washington.
Dr. TowNSEND. It is published in Los Angeles, Calif.
The CHAIRMAN . How long has it been set up?
Dr. TowNSEND. I think that is the fourth issue.
The CHATIRMA.N. It is the fourth issue?
Dr. TowNSExD. Yes.
The CHAIRMAN. I notice in red type " Full text of Townsend bill.

McGroarty introduces bill approved by strategy board."
Who was on the strategy board?
Dr. rowN s:ND. I could'not name them offhand. We have a list

of them.
The C11AIiMAN. What are we to understand by the strategy board?
Dr. TOWNSEND. It is an advisory committee tf eminent citizens of

Los Angeles and vicinity.
The CULIRMAN. You are on that board?
Dr. TowNsEND. I am the president of the board-
The CHAIRMAN. Not on the strategy board?
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1)r. 'I'OWNSEND. No; I am not on the strategy board. I am the
president of the organization of Old Age Revolving Pensions, Inc.

The ChAIRMANX. What do you mean by " strategy board "?
Dr. 'rOWNSEND. Well, the best nethoas of getting our idea before

the public and getting the approval of the public, including the
Senate.

The CHAIRMAN. Propagandizing the public?
Dr. TOWNSEND. Certainly.
Senator BARKLEY. As well as Congress.
Dr. TowNSEND. As well as Congress.
The CHAIRMAN. And one of the first steps was the introduction of

this bill?
Dr. Tow.sEND. Yes.
The ChAiRMtA.. This paper, what circulation (lid you say it had,

the Townsend Weekly?
Dr. TowxsENx). I do not know what it is now. 1 think about

75,000 copies of that issue were sold.
The CHAIRMAN. This is the last issue of Monday, January 28,

1935, that is the last, is it?
Dr. TowNSmD. There was one subsequent to that.
The CHAIRMAN. How many of the last issue were sold?
Dr. TowNSEND. I do not know. They printed 75,000, I think, of

the last issue.
The CHAIRMAN. You sell them for 5 cents a copy?
Dr. TowNSEND. Yes.
The CHAIRMAN. How do you sell them Do you sell them through

agencies over the country or do you send them through the mail?
Dr. TowNSEND. Usually through the clubs that are formed

throughout the country.
The CHAIRMAN. Now, those clubs that are formed throughout the

country, how many of those clubs are there?
Dr. TOWNSEND. Some 3,000 of them at the present time.
The CHAIRMAN. Some 3,000?
Dr. TowNSEND. Yes.
The CHAIRMAN. How do you get the clubs organized? Do you

send out agents to interest the people, or is by letters?
Dr. TowNSEND. By letters. Inquiries come is as to how to organ-

ize these clubs from the various communities and we send them out
in sections by mail.

The CHAIRMA N. This organization is incorporated is it not?
Dr. TowNsEND. It is; yes, sir; under the laws of Cafifornia.
The C1A3ANx. And it is called the " Old Age Revolving Pensions,

Ltd."?
Dr. TowXSEND. Yes, sir.
The C1AISM A. Organized under the laws of California?
Dr. TowNSEND. Yes.
The CH1AIRMAN. Will you put into the record the articles of incor-

poration?
Dr. TOWXSEXD. We can; yes.
The CHlARMA,. You have no objection to doing it?
Dr. 'TOWNSENXD. No objection.
(The articles of incorporation of the Old Age Revolving Pensions,

Ltd., are as follows:)
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STATE OF CALIFORNIA,
Department o1 Stale:

I, Frank C. Jordan, secretary of state of the State of California, do hereby
certify that I have carefully compared the transcript to which !his certificate
is attached, with the record on file In my office, of which It purports to Ic a copy,
and that the same is a full, true, and correct copy thereof. I further certify
that this authentication is In due form and by the proper officer.

In witness whereof I have hereunto set my hand and have caused the great
seal of the State of California to be affixed hereto this 24th day of January 1934.

[SEALU FRANK C. JORDA;, Secretary of State.
By FRANK 11. Coay, Deputy.

(Endorsement: No. 57143, Los Angeles County, Calif., articles of Incorpora-
tion of Old Age Revolving Pensions, Ltd.)

ARTicLmLs OF INCORPORATION oF OlD AGE REvOLvINo PENSIONs, LTD.

Know all men by these preheat:

I

The name of this corporntion i s Old Age Revolving Pension, Ltd.

1I

The purposes for which this corporation Is formed are--
(a) To promote and secure by means of education and every other means

the adoption, by the United States Government and the various States thereof,
of plans and laws providing for the pensioning of its citizens, and to secure
improvements In plans and laws, and to obtain an effectual and efficient opera-
tion thereof; and, for such purposes, to acquire by purchase, gift, or otherwise,
real and personal property of every nature whatsoever, and to enter into, make,
perform, and carry out contracts of every kind for any lawful purpose, without
limit as to the amount with any person, firm, association, or corporation.

(b) To promote, or aid, in any maimer, financially or otherwise, any per-
son, corporation, or a~soclation engaged In any similar purpose, or of which
any shares, bonds, notes, debentures, or other securities, or evidences of In-
debtedness, are held directly, or indirectly, by this corporation.

(o) To borrow money, issue bonds, notes, debentures, or other obligationi of
this corporation from time to time for any of the objects or purposes of thi
corporation, and to secure the same by mortgage, pledge, deed of trust, or other-
wise, or to issue the same unsecured.

(d) To carry on any business whatsoever which this corporation may deem
proper or convenient for any of the foregoing purposes, or otherwise, or which
may be cIculated, directly or Indirectly, to promote the interests of this cor-
poration.

(e) To have and to exercise all the powers conferred by the laws of the
State of California upon corporations formed under the laws pursuant to and
under which this corporation Is formed, as such laws are now In effect or may
at any time hereafter be amended.

The foregoing statement of purposes shall be construed as a statement of both
purposes and powers, and the purposes and powers stated in each clause shall,
except where otherwise expressed, be in no wise limited or restricted by refer-
ence to or inference from the terms or provisions of any other clause, und shall
be regarded as Independent purposes.

III

This corporation is formed under the general nonprofit corporation law of the
State of California and Is formed pursuant to the provisions of article 1, title
12, part 4 of division 1 of the Civil Code of the State of California, and for
purposes other than pecuniary profit; and said rorpcration does not contem-
plate gain or profit to the members thereof.

IV

The county In the State of California where the principal office for the trans-
action of business for this corporation is to be located Is Los Angeles County.
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v

The board of directors of this corporation shall be three, and the names and
addresses of the persons who are appointed to act as the first directors of this
corporation are F. E. Townsend, Long Beach, Calif.; Walter L. Townsend,
Hollywood, Calif., and Robert E. Cleiments, Long Beach, Calif.

VI

The number of directors of this corporation may be changed from line to
time by bydaws of this corporation adopted or amended fromi titoe to time, antd
authority to change the number of directors by bylaws of this corporation is
hereby expressly authorized.

V11

The membership of said corporation shall consist of the Incorporators and
those who shall hereafter be admitted to membership, pursuant to the bylaws
of this corporation.

In witness whereof, for the purpose of forming this corporation as n nonprofit
corporation, under the laws of the State of California, we, the undersigned,
constituting the incorporators of this corporation, and the persons named here-
inabove as the first directors of this corporation, have executed thse lIrti.les
of Incorporation this 15th day of January 1934.

F. H. TOW.xSEND,
WALTER L,. TOWNSEND.
ROBET U. CLEU&NIS.

STATE OF CAORNIA,
ouniy of Los Angeteo, as.:

On this 16th day of January 1934 before me, Sara Wingenlield, a nolary
public in and for the county of Los Angeles, State of Cali~ornia, duly cnt-
missioned and sworn, personally appeared F. E. Townsend, Walter L. Twn-
send, and Robert E. Ciements, known to me to be the persons %%hose atnmes.
are subscribed to the foregoing articles of incorporation, and ackntowlIgNedi
to me that they executed the same.

Witness my hand and official seal.
SARA WI NOENVIELD,

[S&%L] Notary Public int and for the Oounty of
Los Angfrse, State of Onlifornla.

Endorsed: No. 157104, 57143.
Endorsed: Filed in the office of the secretary of state of the State of Cali-

fornia, January 24, 1934.
%,xx C. Joanv., Sccretary of State.

By CHA s. J. HAGiTY, Deputy.
Filed February 0, 1934.

L. E. LAuroN, County Olerk.
By F. E. MoEAN, Deputy.

No. 57143 (Coap.)
STATE OF CALIFORNIA,

County of Los Angeles, ss:
L,, . rAnpton, county clerk anl ex-offlcio clerk of the superior court

within and for the county and State aforesaid, do bereby certify the foregoing
to be a full. true, and correct copy of the articles of Incorporation of Old Age
Revolving Pensions, Ltd. (as certified by sevietaty of slate of the State of
California) as tho same appears of record, and that I have carefully comtpared
the same with the certified copy.

In witness whereof I have hereunto set iny hand and atfixed the seal of
the superior court this 31st day of January 1935.

L. 11. LA. I7o.. Couif± Clerk.
iy 0. F. CooPER, Deputy,

Senator BARKLEY. Why do you call it "Limited "
Dr. ToWNSEND. I do not know.
Mr. CLEMENTS. Shall I answer that?
Dr. TowNSEND. Yes.
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Mr. CLYMENTS. Being an eleemosynary corporation, the liabilities
are limited to the assets of the corporation.

Senator BARKLEY. What are the assets?
Mr. CLE u.NTs. The assets of the corporation vary from time to

time, of course.
Seantor BARKLEY. Has it any capital stock?
Mr. CIxm1uNrs. No capital stock. It is not necessary to have cap-

ital. stock for an eleemosynary corporation in California.
The CHAIRMAN. So there was no money put into it by the in-

corporators, then?
Dr. TOWNSEND. Very little.
The CHAIRMAN. How much?
Dr. TowNsEND. Perhaps a hundred dollars or so.
The CHAIRMAN. Who put that hundred dollars in?
Dr. TOWNSEND. I did.
The CHAIRMAN. Now, your main office is at Los Angeles?
Dr .TowNsm. Yes.
The CHlAIRMAN. How many branch offices have you?
Dr. TowNsEmD. We have no branch office to this corporation.
The CHAIRMAN. None at all?
Dr. TOWNSEND. No.
The CHAIRMAN. You have agencies established all over the

country?
Dr. ToWNSEND1. No.
The CHAIRMAN. None at all?
Dr. TowNSEND. We have no agencies. These "clubs," so called, are

independent organizations.
The CHAIRMAN. Yes. What are the membership fees or duest
Dr. rowNsEND. There are no regular dues. We get the people

together and request them to put in 25 cents, for which we give them
one of our propaganda booklets, which retails for 25 cents.

The CHAIR AW. Are any dues paid after that?
Dr. TowNSEND. None whatever.
The CHAIMAN. That is all it costs to join this organization?
Dr. TowNsEND-. That is all.
The CHAIRMA,. Then they are supposed to help in the propa-

gandizing of the country?
Dr. ToWNSEND. Yes.
Senator BARKF Y. Who is eligible?
Dr. TowNSFND. Pardon me?
Senator BARKLEY. Who is eligible for membership?
Dr. TOWNSEND. Anybody who can vote.
Senator BARKLEY. So it is not limited to those over 60 years of

age?
Dr. TowNSEND. Oh, bless you, no. Forty, fifty, or sixty percent

of our signers are below 60.
Senator BARKLEY. You have about 3,000 organizations?
Dr. TowNSEND. Approximately that, I think.
Senator BARKLEY. What is the average membership?
Dr. TowNsEND. I could not tell you that. They run as high as

1,200 in certain organizations, or I guess as high as 2,600 in certain
organizations. One hundred is the minimum.

Senator BAKLEY. And you claim how many total members?
Dr. TowNSEND. The total number of members in the clubs?
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The CRAIMAN. How many paid-up subscribers?
Dr. TowNSEND. Well, I suppose you could probably average them

at 150 to the club.
Senator G.RT. How much does your book cost to get out, that you

sell for 25 centsI
Dr. TowNSEMD. Around 2 cents.
The CHAIRMAN. How many paid-up subscribers are there in the

organization
Dr. TowNszND. Well, figuring 3,000 times 150, that would just

about give it.
The CHAIRMAN. That is about 1,500,000, is it?
Dr. TOWNSEND. Oh, no; it is 450,000
The CHArMAN. Paid.up subscribers?
Dr. TOWNSEND. Yes.
Tho CHAIRMAN. And they pay 25 cents each, is that right?
Dr. TowNSND. Yes.
The CHAIRMAN. NOW, what has become of that money I
Dr. TowNSEND. We startd-i-i. organization work at 12

cents and probably ati'tt a f of them n the 12 -cent basis.
Then it was agree that we raise it to 25 cents.

Senator BAR£. Was that 12 cents paid in ney I
Dr. TowNs b. Here is a reportgentlemen, of all e moneys that

we received ccording to ja-erti d ntant, and of the dis.
bursemen

The IRMAN. is b ught tp ateI
Dr. T NsEND. sone a. i on Jan 8y 30, 193
The [AIR7AN. r rTfl ut in he record "
Dr. wNszND. That is "" fuarl 30, 934/to tober 31, 9M4, in-

clusive.
Sena-r CON It n bo.w 1a 0 ber I
The THAIRMA . Th ows-h t+ recei to be ,893.68,

total di bursemers of ,859, dI balance of $9.834.99
Dr. wSsND We av sine the , another au it. The

other a7it will t now h .afwd ys. ft in the ocess of
being mae now, so that will ide wht w h done s ce..

(The s ement referreA4 by I r. To nse is as fol ws:)
Rccefpts a disburtem Q4Age Vevol ~VPension*, L 1, clubs a~d

crcsion accounts ,ts, J0, 1934, to Oct. s3, ip
Balance on band ,. 80, 1934 $.89
Receipts:

Old-age revolving pil 1 ns:
Petitions, books. IIat .. .H t591. 04
Donations, membership. co f'f lo, etc ------- 2,025.80
Accounts, receivable .-------------------------- 7,442.80
Contributions (extension account) ------------ 1,119.00
Subscriptions, refunds, etc --------------------- 1,847.12

-1,525. 42
Clubs:

Dues, books, literature, etc ------------------- 7, 701.30
Refunds, etc ---------------------------------- 455.83

8,158.63
Extension:

Donations. club ------------------------------- 1,327.40
Stas meetings, radio contributions, collections,

etc ---------------------------------------- e, 871. 24
o r i . . . . .. 8, 208.64

Total receipts.-------.---------------------------- 87,893.58



ECONOMIC SECURITY AOT

Disbursements:
Old-age revolving pensions:

Salaries
Rent and rentals ----------------------..........
Postage and express
Utilltle.i
Printing ------------------- -----------------
B u ttons .......................................
Organizers and organization ex -----se ------
L eg al ----- -------------------------------------
A d vertising ...................................
Janitor ..................................
Offce su li)ldles ...............
T axes ----------------------------------------
MtscellaneouR .....
Telephone and telegrams--
Cominlssions -----------
Refunds-----------------------------------
Accounts lsiyable -----------------

Clubs:
Organizers atd organization expense
M odern crusader -------------------------------
Salaries -- - - - - - - - - - - - - - - - - - -aliing ...................................P rinting-- - - - - - - - - - - - - - - - - - -

Furniture and fixtures --------------------------
Postage ........
Rentals
R efunds ---- --- --- ---- --- --- ---- --- ---
M iseellaneou- ----------------------------------

Extension :
Organizers and organization expense ------------
Public meetings. ..........................

P rin tin g ............................. ..............
R adio--------------------------------
Misellalieous ----------------------------

$2, 252.58
663.18

1,714.91
10. 15

5,400.71
112.01

7, 3s& 77
84.70

205.15
54.75

09. 00
107.71

S57. Mie
140.1)4
700. 13
117.34
741.21

- $.0, 082. 5o

1,345.30
P97. 00
219. 98
392. 07
125. 00
32.64
17.04
19.38
19. 30

- -3,107.77

2,309.61
&581. 6
177. 05
508. 75

1.23
3,908.32

Total disbursements ------------------------------ 28, 058.59
Balance (accounted for as follows) -------------- 9,834.99

Citizens' State Ilaiik, Long leach --------------- 0,767.30
Stamps and petty cash ------------------------- 07.69

0.834. 99
I hereby certify that the above statement of receipts and disbursements. of the

Ohl Age Revolving Pensions, Ltd., Townsend Clubs, and extension accounts for
the period January 30, 1934, to October 31, 1934, Is true and correct to the best of
my knowledge aIi belief.

RAY 8. McA.v.ts-a.
Certified Public Aecoun ant.

Senator BARKLEY. Do you have organizers out throughout the
cotlntry?

Dr. TowNsNn. We have two or three out now. We haven't been
able to employ many of them.

Senator BASKLEY. When you want to organize a club, or club, in
any community, who takes charge of that V

br. TowNSEND. rhe people themselves take charge. They elect
their own representative, their own secretary, and their own presi-
dent.

Senator BARKiFY. Does anybody in this locality get any part of
the 25 cents fur looking after the organization?

1049



1050 ECONOMIC SECUBIlY AOT

Dr. TOWNSEND. Not unless they establish some organization them-
selves for raising the money in their own territory.

Senator BAR KLEY. They do not get any part of your quarter?
Dr. TowNSEND. No.
Senator CONNALLY. Who is Will D. Scott?
Dr. TOWNSEND. He is one of our organizers.
Senator CONNALLY. What salary does he drawl
Dr. TowNSEND. He is getting $2b a week and his expenses.
Senator CONNALLY. Now, he is down in my State--down in Texas

now-and I have some newspaper reports from down there.
Senator BARKLEY. He must be a member of the strategy board.
Senator CAPPF.. Does the report show bow the money is spent?
The CHAIRMAN. Yes- it is itemized.
Senator CONNALLY. it says:
Jasper, Ala.. will be visited by Scott next week to push organization in

order to get Senator John 1. Bankhead in line. Jasper is Bankhead's home.

Was he sent there at your direction to do soI
Dr. TowNSEND. I haven't had the direction of these men at all.
Senator CONNALLY. YOU are the president of the organization,

aren't youI This is the board of strategy.
Dr. TOWNSEND. I delegate all of this sort of work to others.
Senator CONNALLY. It also says:

Organization of Townsend clubs is being pushed in the Dallas urea. and in
the Abliene section in order to show Congressmen Hlattoit W. Sumners of Dallas,
and Tom L. Blanton of Abilene, that their constituents demand the legislation,
Mr. Scott said. He was at the Adolphus lotel Saturday contacting local
leaders.

Scott was little concerned over what he admitted the opposition of President
Roosevelt to the Townsend plan. lie said that the President "is going to do
what the people want him to do." Petitions for the plan now have 20,000,000
signatures, he declared, and the number will be 35,000,000 to 40,000,000 by June.

"We have enough Congressmen signed up to bring the bill up for vote ", Scott
said. "It's going to be bad for some Congre.stnen and Senators if the bill
doesn't pass. All we want Is a fair and square hearing and no gag rule Imposed.
There has been much misinterpretation of the plan in newslauper. but that
Is going to make no difference."

Dallas has 78 Townsend clubs, averaging 100 members each, and 20 In course
of organization, Scott stated. Surrounding towns hnve two to three clubs.
Houston has 32 clubs, and 31 more are being formed, lie said.

"All of our efforts In behalf of the Townsend plan are being carried on in
orderly fashion ". Scott said. " It Is simnlly a question of getting Members of
Congress to follow the wishes of their constl:uents.

"An organized minority can whip an unorganl7ed majority, mnd we are
organized."

That is from one of your organizers. Do you approve those senti.
meats?

Dr. TowNSEND. He has probably exaggerated the number of Con-
gressmen that they have signed up. I do not know whether any of
them have been signed up.

Senator CONNALLY. lie says, "We have enough Congressmen
signed up." How do you sign up a Congressman ?

Dr. TowNsmD. I wish you would tell me.
Senator CONNALLY. Does he go before a notary public and sign a

pledge I
Dr. TOWNSEND. I say I wish you would tell me,.
Senator CONNALT.Y. Your mnan here says you have already enough

Congressmen signed up.
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Dr. 'TowxsEND. Well the mrn is mistaken.
Senator BARKLEY. Tat would not be a financial transaction that

would bear the 2-percent tax, would it?
Dr. TowNSEND. I do not think so.
The CHAIRMAN. Are there any other contributions to these clubs

that you organize over the country?
Dr. ToWNSEND. Contributions from the clubs?
The CHAIRMAN. To the clubs. I am just trying to get whether

there is any other source of revenue to your organization.
Dr. ToWNSEND. Yes; there has been a suggestion which has raised

some money for maintaining otur expenses here in Washington. We
have made an appeal to the clubs to raise a certain amount of money.

The CHAIRMAN. How much has been raised from that source?
Dr. TOWNSEND. About $11,000.
The CHAIRMAN. Is that included in this report?
Dr. TOWNSEND. No, sir.
The CHAIRMAN. Why not?
Mr. CLEMENTs. Pardon me Mr. Chairman, I would like to answer

that. The doctor is not at ail familiar with that part of it.
Senator CouzENs. Give your name to the reporter.

STATEMENT OF R. E. CLEMENTS, REPRESENTING OLD AGE
REVOLVING PENSIONS, LTD.

Mr. CLUMENTS. Robert E. Clements.
The CHFAIRMAN. Are you on the board of strategy, Mr. Clements?
Mr. CLEIENTS. N,), sir; I am secretary and treasurer of the cor-

poration. I .., I I
Tio CHAIRMAN. Do not forget to put into the record the composi-

tion 44 that board of strategy.
(The following is a list of tlenames of the members of the Strategy.

Committee ofOld Age Revolving Pensions, Ltd.:)
C. II. Randall,,ehalrrman, Los Angele%,. Cal'.'
Frank A. Arbuckid. Santa Mlon)ca, Calif.
W. D. Wood, Los Angeles, Calif.
C. N. Johnston, Los Angeles, Calif.
Oeorg4 A: Snow, LoA An6eli s, Callf.
W. I1. Mitchell, Los Angeles, Callf.
II. H. Fuller, Santa Monica, Calif.
E. F. Zimmerman. Los Angeles, Calif,
Max Lowenthal, secretary, Los Angees. -Calif.
Dr. TowNSEND. All right.
Senator BAox. M5r. Chairman has he been worn?
The CIIAIRMAN None of the witnesses have been sworn.
Senator WAiait. Let him make a-statement about the money.
The CHAIMAN. Go ahead.
Mr. CLEmNTs. You want to know what funds have been raised

by the clubs outside of their initial purchase of a booklet?
The- CHAIRMAN. From any source, I do not care which. It would

seerh to me that this proposition has gotten a lot of money somewhere.
We just want to know the sources from which you receive the money,
and how much. ,,

Mr. CLE ENTS. If you will pardon me, Senator, you say "a lot
of money." I do not understand just how much you mean by "a
lot of money." We have taken in approximately $50,000; ona we
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have spent approximately $40,000. There is an audit in process now
by a certified public accountant who is in nowise connected with the
organization. It will give a certified public accountant's audit up to
January 1, 1935. The statement that you have gives the last audit,
which brought our audit up to November 1, 1934. It was rushed in
here and was just received this morning, since the session com-
menced.

Senator BARKLY. Do not your books show you much you received
up to the first of February we will sayI

Mr. CLE MEN . Admittedly, and if the committee so wishes it, we
will have tha prepared for you. We will be very glad to have that
figure brought right up to date on a trial balance.

Senator BARKLy. Your propaganda and your activities have evi-
dently intensified since the first of November. An audit up to the
first of November does not show a very true picture.

Mr. CLmEMNTs. As I just stated, we will have an audit here very
short) up to the first of January, if that is sufficient, but if not,
we will be only too happy to wire and have it brought right up to
date.

Senator CONNALLY. You are the treasurer, you know how much
money has been taken in, roughly, in all. Can you tell us, approxi-
mately, what it isl

Mr. C~ummTs. Approximately. I have been away from Los
Angeles, from the Los Angeles office, for some time.

Senator CONNALLY. Do you know or not?
Mr. CLEMENT. I do not know exactly.
Senator CONNALLY. About how much would you say?
Mr. CLEmENTS. I stated approximately $50,000 has been received

and approximately $40 000 has been spent.
The CHAIRMAN. If there are some other sources of contribution

we would like to have you tell us about them, other than the fees and
dues that have come in.

Mr. CLEmPNs. That is what I asked you, if you wanted to know,
what had come from the clubs besides the original purchase of the
booklet.

The CHAIRMAN. YOU say you cannot give us any information
about that?

Mr. CLzmENTS. Yes, sir.
The CHAIRMAN. Give it to us, then.
Mr. Cu uzwn. I understood that was not what you wanted.
The CHAIRMAN. Yes.
Mr. C mmNs. The amount that they collected so far by dona-

tions from various clubs to maintain an office in Washington, and
for expenses, no salaries outside of the stenographic help and neces.
scary professional help like Mr. Doane, that has been something over
$11000, should saapproximately $11,000. That is up to date.

The Cr AIRAN. That is coming i all the time
Mr. CLEmENTs. The thought was we would need to maintain the

office here for possibly the full length of the congressional session,
approximately $21,000. That was the estimate.

The CHAIRMAN. So, as I understand it, these gentlemen when
they join as members of this organization, they pay 25 cents down-
they formerly paid 121/2 cents-and in addition to that they are
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called on for contributions by the club to help run the office here;
is that right?

Mr. CLEMENTS. Not exactly, Senator. There has never been any
set contribution asked for from anyone joining the Townsend Club.
They are requested to evidence their interest in the movement by
the purchase of a book. If they do not care to purchase the book,
they can become members just the same.

enator COUZENS. What does the book cost?
Mr. CLEMENTS. Twenty-five cents, the retail sales price of it. The

book itself costs 1.6 cents.
Senator CouzENs. Have you any direct contributions from citi.

zens mailed in here on behalf of the fund outside of the clubs?
Mr. CLEMENT. There have been, I should say, four or five, ranging

from $1 to $10, and those contributions are immediately sent back
to Los Angeles to be receipted for in Los Angeles, and are put in
the fund which is for this specific purpose, and no other purpose.

Senator CouzENs. I observe in the financial statement that yout
have filed here, among your assets is "Accounts receivable, $7,442.36.'
What do you mean by "Accounts receivable "?

Mr. CLEMENTS. That is consignments of literature, booklets, that
have been sent out to various people on consignment, trusting that
they would sell them and return the money.

The CHAIRimAN. Do you have any financial arrangements with any
retail merchants in connection with the advertising campaign?

Mr. CLEMENTS. The advertising campaign? Just what do you
mean, Senator ?

The CHAIRMAN. Do you have any arrangements with anyone whop.
is advertising either in this paper or otherwise, that will get yoiL
some contributions?

Mr. CLEMENT. No. There is however, an association of mer-
chants and manufacturers on the pacific coast which have'stated their
willingness to repurchase on some kind of a basis, I do not know the
exact figure, it varies, the labels and containers of their product
as an advertising feature. That, I believe, you will notice in the
Townsend Weekly under what is known as the "Cooperative divi-
sion." The members of clubs, or other people, save the labels off of
a soap package, or the cap of a bottle, or some container, as evidence
of purchase, and those manufacturers are pleased to rebate to the
cooperative department a certain percent of the wholesale price of
that product.

The CnAIRmAN. In other words, the membership of your organi-
zation are encouraged to buy from certain merchants ?

Mr. CLZMEN'T. Not at all, air.
The CHAIRMAN. If they do buy from a certain merchant, and they

Eend in the label as some evidence that they have bought this particu-
lar product, then they get a kind of a rebate, or the organization gets
something from this particular merchant, is that it?

Mr. C&MENTS. Not at all, Senator, if you will pardon me.
The CHAIRMAN. I do not understand it, then.
Mr. CLEMENTS. They are not merchants at all, they are manufac-

turers that manufacture a specialized product. For instance, I think
the Los Angeles Soap Co. redeem wrappers on their soap, the same
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as they are offering in all magazine,; all over the United States.
You save the container and send it in and you get a prize, or a new
package, or something of that character.

The CHAIRMAN. So then you have a separate organization that
does encourage your membership to buy certain articles of people
with whom you have an arrangement such as that?

Mr. CLE FN TS. It is a separate division of the same organization.
The CIAIRMAN. And how much money have you obtained from

that source?
Mr. CLV YNTS. The labels have only recently been compiled and

returned to their various sources, and the amount has not yet been
estimated.

The CHAIRMAN. Have you any other scheme of operation that
might obtain some money for this organization to carry on thispropaganda?
Mr. CLEMENTS. No schemes; no.

The CHAI TMAN. Well, any other plans? I apologize to you for
saying "schemes."

Mr. CLEMENTS. I do not know that we have any plans on foot
other than the sale of our literature to finance this plan.

The CIHAIMAN. And this label prrangementl
Mr. CJE31ENTS. And this label arrangement; yes; pardon me.
The CHAIRM3.A. Are there any others? Aid then there is this

paper that is published, the Townsend Weekly?
Mr. CLEME.NT.,That Townsend Weekly, tht is owned not. by the

Old Age Revolving Pensions. The Old Age Revolving Pensions is
a nonprofit California corporation.

The CHAIRI'MAN. Whom 1s it owned
Mr. CLEMNTS. That i owned by Dr. Townsend and II. E. Cle-

ments. ., ." . I t
The CHAImIMN, This statementilhen, does not include any finan-

cial report of the Townsend Weekly, aoes it?
Mr. CLEM T, Th, statement ,wa5 made prior to the'incejition of

the Townsend Weekl. I. 1 ' #,
The ChAIRMAN, fow many'of |hese Tow send'Weeklies are sold?
Mr. CIZMENTS. The first issue was' 37,500; the second issue was

60,000; the third issue, the one that you have there, was 75,000.
Senator BARKLEY. What is the price ?
Senator WALSH. Five cents.
Mr. CLEms'rs. Very few of them, of course are sold by us at 5

cents apiece. We deliver them to any part of t'he United States for
2 cents.

Senator Couzhss. flave you made any money out of this paper
Mr. CLUMEENTS. I haven t seen a balance sheet. I rather think it

is probably a little in the red. It is devoted exclusively to the inter-
ests of the Townsend plan.

Senator BLr.AcK. Senator, you started to ask him a question and
he did not fully answer your question. You asked him if he had
any other plan.

Thie CHAIRMAN. Is there any other plan?
Mr. CLRHETS . There are no other plans they have operating to

bring revenue to the Old Age Revolving Pensions.
The CHAIMAN. Or by any of the parties connected with it?
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Mr. CLEMENTS. Or by any of the parties connected with it officially
or otherwise, except the label that we went into here and the sale of
the literature.

The CHAIRMAN. Now I notice in this Townsend Weekly of Jan-
uary 28, 1935, an advertisement "cooperative division (wholesalers
and7 manufacturers)." That is what you mentioned about the label
plan, isn't it?

Mr. CLEMENTS. Yes, sir; that explains it, I think.
The ClIRMaN. I think it would be. very well for us to put in this

record that part there.
(Statement referred to is as follows:)

CooP.EATivE DivisixON (WHOLESALERS AND MANUFAYIMUARM,)

Is proving a great success. The list Is not appearing In this Issue---due to the
necessity of using all available space for important news.

Don't fall to make our February 1 drive a great succeis by calling attention
at all club meetings to this plan of saving labels, cartons, containers, etc., by
all club members and their friends in the Western States.

Be sure to send to headquarters all merchandise evidence by February 1, then
twice a month.

The CHAIR3[AN. I notice another advertisement here of Albert M.
Hansen. Who is Albert M. Hansen? I 4r)
Mr. CLEMENTS. Is that in connection with a wng?
The CHAIRMAN. That is the "Townsend plan song ", which is

called "In This Land of Freedom."
Mr. CLE:iE.TS. That is a private enterprise of Mr. Hansen's. We

have nothing whatever to do with that.
The CHAIRMAN. You do charge him for carrying the advertise.

ment, however?
Mr. CLEtE.TS. Yes, sir.
The CHAIRMAN. You get no rake-off from the sale of that song I
Mr. CLEiENTS. We get no percentage whatever from the sale of

the song; no, sir.
The CHAIRMAN. In this advertisement I notice that it is carried as
"New, Catchy, Original, Different 1" That advertisement might

go in the record.
(Advertisement referred to is as follows:)

NEW, CATCHY, OIOINAL, DIF7UNTI

TOWNSEND-PLAN SONO, " IN 7HIS LAND OF FgUEDOM

Sing it at your Townsend club meetings--hum it every day-this new, catchy,
Townsend-plan song. It's taking the entire Nation by storm I Fifteen cents per
copy, two for 25 cents.

Mail your order to Albert M. hlansen, owner and publisher, 20W3 Yosemite
Drive, Los Angeles, Calif.
Mr. CLEMENTS. Of course, we have no control over the advertising

cop other than that it is submitted to us.
[he CHAHOAN. What does he pay for that advertisementI
II'. CLEMENTS. I an sure I cold not tell you exactly, but I rather

think a dollar a column inch.
Senator BLACK. Where does he live?
M r. CLEMENTS. I believe he lives in Pasadena, Calif.
Senator BLACK. Does he have any connection with your headquar-

ters there now gr has he had any connection with it in the past?
Mr. CLEMENTS. No.
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Senator BLACK. Are--does he have any connection with any of
the individuals connected with the plan in Californial

Mr. CLIENxTs. None whatever.
Senator GRnY. Do you have any financial report from the differ-

ent clubs as to how much money they take inI
Mr. CLEMENTS. Some of them, yes; most of them, no.
Senator GERRY. You simply let them go ahead?
Mr. CLEmExTs. They are entirely independent organizations. We

exercise'no control over their finances whatever.
Senator WALSi. Did you state whht the total membership was in

those clubsI
Mr. CLEmENTs. That would be quite impossible to state, because we

do not exact a list or roster of their membership at all.
The CHARMAN. I think that is all, Mr. Clements. I will go back

to Dr. Townsend.
Senator BLACK. Let me ask one more question in connection with

what Mr. Clements said.
The CHAIRMAN. Yes.

Senator BLACK. Do all the people who sign these petitions join the
clubs, or do you permit them to join the clubs if they sign the
petitionI

Mr. CLE E T. There is only a very small percentage of the people
who signed the petitions andthen joined the clubs. There is no
obligation, financial or otherwise, attached to the signiing of the
Townsend plan petition.

Senator GERRY. But they are selling your booklets?
Mr. CLEmENTS. To whom do you refer?
Senator GERRY. These clubs.
Mr. CLEMENTS. Yes, sir.
Senator GERRY. And they have your endorsement?
Mr. CLEMENTs. They purchase the books from us on a consignment

basis.
Senator Gny. Do you make any investigation of them?
Mr. CLE E TS. What do you mean? Do you mean a financial

investigation?
Senator GERRY. Or any sort of investigation as to who the inem-

bers are or who the people forming the club are.
Mr. CLEMENTS. There is a rather perfunctory investigation made

as to the officers, whether or not they are people of good repute in
the community in which they apply for leadership in the club.

Senator BARKLEY. Who makes that investigation?
Mr. CLEMENTS. It is sent in on a form to the office.
Senator BARKLEY. Do you have somebody who investigates?
Mr. CLEMENTS. No, sir. We make a very perfunctory investiga-

tion. They say who they are, whether they are members of a frater-
nity, and so on.

Senator BARKLEY. Whose duty is it to go around and hunt out
people to sij n a petition of this sort?

Mr. CLEt.j -Ts. It is any one's duty. That has been entirely volun-
tary on the part of people who come in and ask for the privilege of,circulating the petition.

Senator B.RKLEY. Usually somebody in every community who gets
up a petition takes the responsibility of carrying it around over town
and having it signed?

Mr. CLEMENT'S. Yes.
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Senator BsRsy. What inducement is there for anybody in the
community to get up one of these petitions, the form of which you
have, I believe, prepared?

Mr. CLEM-.TS. There is no inducement whatever except the induce-
ment engendered by their desire to see such legislation enacted.

Senator BARKLEY. You send the forms out to them?
ir. CLEMENTS. We send 50 blank petitions to each Townsend club.

Senator BARKLEY. They select a man who is to drum up the
signatures?

Mr. CL31NTS. They select the party who will circulate the peti-
tion; yes.

Senator BARxLEY. And get the signatures?
Mr. CLEMENTS. Yes.
Senator GERRY. They buy your book at how much-1.6 cents?
Mr. CLEMENTS. Pardon me. I said that that was the cost of the

book to us.
Senator Grany. What do they pay for the books?
Mir. CLEMENTS. The clubs?
Senator GERRY. Yes.
Mr. CLEMENTS. They buy the book from us at 25 cents. A club

pay 25 cents to the national association for each book.
senator BLACK. That is the retail price?
Mr. CLEMENTS. That is the retail price.
Senator BAWKLEY. Do you know what proportion of the people

who sign these petitions understand this plan?
AMr. CLEMENTS. I am persuaded that the great proportion of the

American public have intelligence enough to understand a plan as
simple as the Townsend plan.

Senator BARKLEY. Do you know what is said to those who are
approached for signature'by the approacher?

Mr. CLEM ENT. Quite obviously not, but there is printed very
plainly the purport of the petition on the heading of each petition.

Senator BARKLEY. It may be that the Ways and Means Committee
and the Finance Committee are below the average of intelligence,
but it has taken them several weeks to try to find out all the implica-
tions of this plan and its effect on the country. I am wondering
whether the agent who seeks signatures to petitions goes over the
same amount of detail in trying to explain it to the signers that we
try to go into in trying to find out what it means, its effect, its
economic soundness, and-all that.

Mr. CLEMENTS. I am sure, Senator, the average person circulating
the petition at the present time is not as capable of going into the
minute details of this plan as has been gone ino here, and this plan
probably will continue to be investigated. I mean to convey that
they are certain that the people who signed the petition knewi what
they were petitioning for.

Senator BARKLEY. They knew they were petitioning Congress to
buy a $200 a month pension for pIople over 60 years of age, all
people over 60 years of age ?

Mr. CLEMENTS. Yes sir.
Senator BARKLEY. Do you think that was explained to them?
Air. CLzmENTs. Yes.
Senator BARKLEY. Do you think it was explained to them every

time they put their nameson this petition that if this law was passed
they would have to pay a sales tax?
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Mr. CLEMENTS. It says right on the heading of the petition that
there will be a tax.

Senator BARKLEY. Have you had any experience in circulating
petitions for signatures generally?

Mr. CLEmENT. No sr.
Senator BARKLEY. You do not know, then, to what extent people

sign petitions that are shoved under their noses without any explana-
tion of any kind, they just sign it?

Mr. CLEMENTS. I only know by my own experience that I do not
sign petitions that I do not understand the purport of.

Senator BARKLEY. I understand that you would not, and neither
would I, and frequently I do not sign any at all, but you know how
easy it is to get petitions signed. "

Mr. CLEMENTS. I understand it is very easy to get petitions signed.
Senator BARKLEY. I have had 22 years' experience in receiving

them.
The CHAIRMAN. Mr. Clements, I hope you will send your latest

audit in so we may get it into the record.
Mr. CLEMENTS. I will be very glad to send it in.
The CHAIRMAN. May I ask you whether your organization has

filed with the treasurer income-tax returns?
Mr. CLEMLNTS. That has been handled through our legal depart.

, ient in Los Angeles and Long Beach. There has been an income-
tax return received, the form has been received. Whether or not
it has been filed as yet I am not sure.

The CHAIRMAN. Well, last year was there any filed?
Mr. CLEzMENTS. We have only been operating since January 1934.
The CHAIR AN. Since January 19341

Mr. CLEMENTS. Yes. You will notice that statement there, Janu-
ary 30, 1934.

The CHAn:.MAN. Is that when your organization was incorpo-
rated ?

Mr. CLEMENTS. Pardon me. January 30, 1934, as you notice from
that statement, we had a balance of $7.89 on that date.

The CHAIRMAN. When did you take out articles of incorporation?
Mr. CLEMENTS. January 24, 1934.
The CHAIRMAN. And before that you were not operating?
Mr. CLEMENTS. No.
The CHAIPMAN. And you have now filed no income-tax return,

up to date
Mr. CLEMENTS. I am not sure that it has been filed. The form

was received in the Los Angeles office. -..
Senator BrAcK. Mr. Clements, you are the treasurer?
Mr. CLEMENT'S. Yes.
Senator BLACK. A statement has been made here by someone, I

(to not recall who, that in many instances your agents were required
to file a teleg graphic report each night of the amount of money that
was collected. Is that true?

Mr. CIXMENTS. That is absolutely false.
Senator BLACK. You have never (lone that in any instance?
Mr. CLzMNTS. There is only one instance in which there was

ever a telegraphic report asked for, and that was in the instance
when there was a Nation-wide mass meeting held for the Townsend
plan on October 28, I believe, 1934 . At that time we asked them

1058



ECONOMIC SECURITY ACT

to wire us the number in attendance and also what, if any, was the
total contribution at that meeting which was taken up for the benefit
of our extension-fund work and I should judge we received some
20 or 30 telegrams to that effect.

Senator BLACK. You sent them out everywhere where they held
the meeting?

Mr. CLEMENTS. We sent them out.
Senator BLACK. Someone sent them the message telling them to

report by wire at each of those meetings?
Mr. CLE11E.NTS. There was a circular letter sent out; yes.
Senator BLAcK. And they did all report by wire?
Mr. CLEMENTS. Probably 5 percent of them reported by wire.
Senator BARIKLEY. Mr. Clements, what was your occupation before

you became identified with this movement?
Mr. CLESMENTS. I have been a broker, a dealer in real estate in

California for 21 years.
Senator B.,nKLEY. Do you know Dr. Pope?
Mr. CLEMENTS. I have heard of Dr. Pope.
Senator BARKLEY. At the last session of Congress we were be-

sought by the Dr. Pope organization and flooded with petitions for
his plan. Have you and Dr. Townsend consulted with Dr. Pope in
any way in the framing of this Townsend plan as a successor to the
Pope plan?

Mr. CLEMENTS. I cannot speak for Dr. Townsend-you can ask
him-but I am sure there has been no connection whatever with Dr.
Pope, or any of his connections.

Senator BARKLEY. You are not an actuary?
Mr. CLEMENTS. No, sir.
Senator BARKLEY. Have never been?
Mr. CLEMENTS. No, sir.
Sentaor CONNALLY. Do you send out any forms or letters or tele-

grams to Members of Congress to these clubs? Do not you send out
suggested forms of letters and telegrams to Senators and Congress-
menI

Mr. CLE ENTs. Absolutely not.
Senator CONNALLY. I get some from widely separated points and

they are practically identical language, and I was just wondering
if you did not pro a andize through sending out some suggested
forms of wires and letters.

Mr. CLEMENTS. Not at all. Permit me to say it has never been
the thought of Dr. Townsend or those in charge of this plan that
you gentlemen were to receive anything but the most courteous
recommendation that you would give the Townsend plan a thorough
and complete hearing.

Senator CONNALLY. I saw in the press not long ago some statement
quoting Dr. Townsend as intimating if Congress did not jump
through the hoop and give them the old-age pension law that they
)vere going to beat everybody in the elections.

Mr. CLE3ENTS. We have been misquoted in the press many times.
Senator CONNALLY. That is not your attitude ?
Mr. CLEMENTS. No.
Senator BARKLEY. I see a form in front of Senator Connally, sent

to him from Santa Cruz, Calif., and it says: "We Voters-want ', and
then in red, "tihe Townsend plan made a law at this session of Con-
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gress, your key for the ballot box. Santa Cruz Area Townsend
Clubs, representing 40.)00 voters." Signed by 0. F. Schroeder. Do
you know anything about who gets out that form, and who Schroe-
der is?

Mr. CLzMENTS. No I do not.
Senator BARKLEY. bo you know what he means there by his refer-

ence to the ballot box?
Mr. CmtzENT. I have an idea what he means, but we know noth-

ing about such propaganda.
Senator BARKLEY. That is evidently an intimidation.
Mr. CLzMeNTs. It does not originate or emante from the head-

quarters of the Townsend organization.
Senator BARKLty. Do you now who would be likely to originate

it or emanate it?
Mr. CLzMieTs. I presume the man that signed it.
Senator BARKLEY. This card is printed probably by the thousands.

Who takes the responsibility of having that expense incurred for the
printing of those cards and the mailing of them to Members of
CongressI

Mr. CLEMENTS. I am sure I do not know, but I can assure you that
Old Age Revolving Pensions, Ltd., has absolutely nothing to do
with the encouragement of printing them or paying for the cost of
printing.

Senator BARKLEY. Whether the corporation, limited has anything
to do with it or not, has anybody in connection with thie corporation
as an individual, unlimited, anything to do with it?

Mr. Cr.mz NTs. No one who is officially connected with the head.
quarters.

The CHAIRMAN. Well, Mr. Clements I notice in this Townsend
Weekly that you do have, in bold type [reading]:

Write l Wil! Now is the time to let your Congressman and Senator
know that you expect him to support the Townsend pension bill.

To that extent you are encouraging these pamphlets to come in
here?

Mr. CLMENTS. We are most certainly encouraging the people to
write to their Senators and Congressmen and let them know their
ideas.

The CHAIRMAN. That is one of the principal objects of your whole
organization?

Mr. CLamzNTs. Yes.
The CHAIRMAN. I notice in the same publication, "On to Con.

gress.")
MASS MUWMNO-OWINOS I

We are on the doorstep of Congtess. In fact we are inside the door. Con-
gressman McOroarty introduced the Townsend pension bill Wednesday,
January 16.

Mammoth mass meeting, Sunday, February 3, at 3 o'clock.
Olympic Auditorium, Eighteenth and Grand Avenue, Los Angeles; 11,000

free seats.
You did not charge any admissions
Mr. CLE MENTS. No, sir.
The CHAIRMAN. They were all free seats?
Mr. CLEMENTS. Yes, sir.
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The CHAIRMAN. Were any contributions taken upI Was the hat
passed around?

Mr. CLEMENTS. Yes, sir.
The CHAIRMAN. How much was raised at that mass meeting?
31r. CLEMENTS. $1,637 and some odd cents.
The CHAIRMAN. Do you always pass the hat around at all of

these mass meetings
Mr. CLEMENTS. No, sir.
The CHAIRMAN. That goes into the treasury, does it I
Mr. CLEMENTS. That particular contribution went into this fund

which we are pleased to designate as the "Congressional Action
Fund." That is a separate fund and used for the specific purpose
of maintaining the Washington office and paying the necessary help
and the actual expenses of the men who come here to assist.

The CHAIRMAN. I understood you to say you had 52,000 copies of
this published.

Mr. CLEMENTS. I think it was 50,000. That is the second issue that
you have there.

The CHAIRMAN. Well, I notice here in the second issue you say,
"Official Townsend Weekly got a paid circulation in 1 week of over
60,000 copies!" Why was that statement made?

Mr. CYLMENTS. Perhaps I was too conservative in my estimate.
Senator BARKLEY. That is the second issue, of which you said there

were 50,000?
Mr. CLEMENTS. I was not in Los Angeles when that was printed, I

was in Washington. I know what the order was for the first issue.
It was 25,000, then it was increased 12,000, which made it 87,000.
I was informed by letter that they anticipated that the second issue,
which was the issue that is on the chairman's desk, would be 50,000.

The CHAIRMAN. Why did they say the issue was increased over
0,000?

Mr. CLEMENTS. Perhaps by the time it went to press, Senator, they
had orders for that many.

The CHAIRMAN. Maybe the Doctor can explain that. Can you
explain that, Doctor?

Mr. TOWNFS.ND. Why, it has been proven that the number printed
has been inadequate on each issue and we have had to run a separate
lot, an additional lot. Now, of course, until the orders pile up we do
not know what that is going to be.

The CHAIRMAN. Was there any further statement you desired to
make, Doctor?

Dr. TowNseND. I think not.
Senator CouzENs. Doctor, have you had any personid compensa-

tion out of all this work?
Dr. TOWNSzND. Personal compensation?
Senator CouzENs. Yes.
Dr. TowNsEND. Nothing beyond my actual expenses.
Senator CouzENs. How much have they been?
Dr. TowNSEND. They have been averaging about $50 a week.
Senator CouzF.sS. And that is all you hame had since January,

1934?
Dr. ToWNSEND. That is all I have. I have no bank account, I have

no moneys accumulated, I do not expect to have anything.
S-cnator COUiENS. You have no salary of any kind?



ECONOMIC SECURITY ACT

Dr. TOWNSEND. No salary at all.
The CHAIRMAN. Are there any other questions?
Senator BLACK. I want to ask him one other question about the

bill. Doctor, I notice in the bill which you have offered that the
people can spend this money for goods and services. That is there,
isn't it?

Dr. TOWNSEND. Yes; that is right.
Senator BLACK. It is contemplated, for instance, that two persons

who draw a pension of $400 a month, that they can spend that for
services to whomsoever they seem fit?

Dr. TOWNSEND. Yes; if they create jobs with that money.
Senator BLACK. And now one of the ideas in your plan is to force

people to spend that money, isn't it?
Dr. TOWNSEND. Yes.
Senator BLACK. If that money.is spent for services and-it reaches

a second hand, there is no provision that requires the recipient to
spend it, is there? He can save it?

Dr. TOWNSEND. I presume that could be done.
Senator BLACK. In other words, if one of these pensioners, re-

ceiving $200 a month, or a family receiving $400 a month, had to
spend it, you do not contemplate that we will have snoopers going
around to see who they hire or whose services they buy, do you?

Dr. TOWNSEND. It will not require any snooper;. lveryl;ody has
neighbors. If they find that somebody is spending the money other
than is proposed by law, they would probably report

Senator LACK. Your idea is that the neighbors would knjw who
they hired. Do they have a right to hire anybody they please?

Ir. TOWNSEND. 'T'hey could hire anybody. they pleased. If the
neighbors find the man who is receiving a pension is supporting too
many parasites, his case will be investi dated.

Senator BLACK. How could it be? He has the right to hire any-
body he wants to hire, under the law, hasn't he?

Dr. TOWNSEND. After paying his own expenses he is not going to
have a great amount of money to hire people.

Senator BLACK. Suppose lie hired his son? He would have the
right to, would lie not?

Dr. TOWNSEND. Yes.
Senator BLACK. Suppose he had a brother that was not doing any-

thing, lie would have a right to hire his brother?
Dr. TOWNSEIND. Yes.
Senator BLACK. That brother could spend it or not, just as he

wanted, just as he saw fit?
Dr. TOWNSExD. Yes.
Senator BLACK. There is nothing in thie bill that would absolutely

require that the money be spent for goods and commodities, is thereI
Dr. TOwNSEND. You are assuming that everybody who gets this

particular amount of money in payment for his salary is going to
sit down there and hold it. People do not do that.

Senator BLACK. You are assuming they would spend it all. If
the did not spend it all, then your plan would not work, would it?

Dr. TOWNSEND. No; it would have to go into circulation.
Senator BLACK. If you wanted it to be spent for goods and serv-

ices in your bill, why should you leave that loophole?
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Dr. TOWNSE-ND. Because many of the old folks have to have
assistance, they have to have nurses and attendants.

Senator BLACK. You have agents all around the country, don't
you I

Dr. TOWNSEND. We have voluntary agents; yes.
Senator BLACK. They could hire these agents, if they wished, after

the law passed, to perform services for themI
Dr. TOWNSEND. I do not know what incentive there would be for

that.
Senator BzAcK. Well, they might want to hire them, the agents

would be there, they are pretty good agents it looks like, from the
number of petitions, from the number of signatures. They are
pretty much on the alert.

Dr. TOWNSEND. They certainly aie, because there are many people
whose condition today makes them alert for anything that is going
to alleviate their condition.

Senator BLACK. The point I wanted to bring out was, they can
spend the money for goods and services. Your idea was to make
them spend it and keep it going. It would not work otherwise?

Dr. TOWNSEND. There isn't any concern on the part of anyone who
does any thinking about this, but the individual receiving the money
will not use the greater portion of it for his own particular needs,
and if he wants to spend 25 percent of it in hiring help, that is not
going to affect the ultimate outcome.

Senator BLAcK. Do you know that a number of letters have been
received by Congressmen and Senators, protesting the idea that they
will be compelled to spend it, and compelled to spend it all within
the month?

Dr. TOWNSEND. What of it?
Senator BLACK. Then there are some of them that would not want

to spend it.
Dr. TOWNSEND. Yes; a very small percentage. It will not make

any difference between the outcome.
senator GERRY. Your idea is the community would take an in.

terest in seeing that it would be spent?
Dr. TOW.NSEND. I think so.
Senator GER1Y. Did it work that way in prohibition I
Dr. TowNsEND. In prohibition?
Senator Gamy. Yes.
Dr. TOW.SEND. No. Why?
Senator GERRY. I am asking you.
Dr. TowxSEND. Because there was very little effect on the part of

the powers that had charge of the enforcement of the prohibition law,
to do anything with it.

Senator BARKLEY. There was also a laxity on the part of people in
the community to keep the enforcement officers informed, to the ex-
tent that they did not want to be snooping around among their neigh.
bors to find out whether or not there was a violation. Your bill Fct
up an official snooping committee in each precinct in the United
States to watch over the expenditure of this money, and follow it out
to the ultimate results.

Dr. TowNsEND. I cannot see that there would be any snooping nec.
essary. /
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Senator BARKLEY- What would the committee that you set up in
the bill be required to dot

Dr. TowNszND. To receive complaints.
Senator BARKLY. To receive complaints from whom?
Dr. TowNSEND. From those who thought the law was being

violated.
Senator BARKLmY. There would be a committee set up in each

voting precinct to receive complaints from the neighbors who thought
that one of their next-door neighbors were spending some of the
$200, or $400, or $600, if there happened to be three of them who
Were 60 years old living in the same household, in a way that they
did not approve of I

Dr. TOWNSEND. There would have to be some sort of committee
until the people became accustomed to the new regime, the new
system.

Senator BLACK. The longer it is in operation the more people in
each neighborhood will be drawing this pension, so there would be
that much more work to be done.

Dr. TowsE.ND. There is going to be a limit, of course. There is
a limit to the number of people who attain the age of 60 years.

Senator BLACK. They increase up to 1980, according to your
theory; the number increases until then?

Dr. TowNsEND. Well, until we can get all on the pension roll who
wish to go on, of course.

Senator BLACK. The 'number of eligibles will increase up to 19801
Dr'. TowssE.ND. I do not know 'why.
Senator BLACK. Well, I thought, on your theory, from your testi-

mony before the House committee, that the number of eligibles above
60 would increase, and that within 5 years, as you indicated in your
testimony before the House committee, you would have to lower this
to probably 55, and then later on to 50, there would be a gradual
increase in the number.

Dr. TowNsEND. That is not the assumption at all. The reason we
-say it will be necessary for us to reduce the age limit will be from
the fact that industries are going to be carried on by machines to
the extent that we will not have places for the workers.

Senator B~crx. That is what am saying. Every time you reduce
the age limit you take in several more milions of eligibles.

Dr. TOWNSEND. It may be necessary for us to :do that in time.
Senator BLACK. Yes. The more eligibles there are the more com-

mittees there will have to be, to watch them, to see that they spend this
money according to Hoyle during each month? '

Dr. TowNSEND. If we had a few committees of that sort during
prohibition we could enforce the law. We did not have them.

Senator BLACK. That may be, I do not know, but what is every-
body's business usually is nobody's business. It is my experience and
observation that it is rather difficult to get committees of neighbors
to make any report of any technical vioFation of the law by another
neighbor.

The CHAIRMAN. We have asked you to put the articles of
incorporation in the record and some other matters. I wish, for the
benefit of the committee, that ou would turn over to the clerk as
soon as you can all the pamph ets that have been issued, either hy
the parent organization or any of the affiliated organizations with
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reference to your matter, and a copy of all the issues of your paper
that you have now, as well as a copy of this book that sells for
25 cents, or any other pamphlets that you have.

Dr. TowN sEND. We will-be glad to do that.
The CHAIRMAN. Turn them over to the committee. The committee

thanks you Dr Townsend.
Senator CNNALLY. Just a minute. Doctor, you say the plan will

cost from 18 to 20 billion dollars a year?
Dr. TOWNSEND. There will be that amount put in circulation.
Senator CONNALLY. I. suppose that money has got to be taken

from somebody else in the way of taxes and turned over to the aged.
Dr. TOWNSEND. It has got to be produced.
Senator CONNALLY. In other words, that money has got to come

out of those that are working, those that have jobs.
Dr. TOWNSEND. Yes.
Senator CONNALLY. After the old couple get it they cum hire any-

body they please, anybody they desire. Would not it be possible for
them to hire all of their daughters, their boys, and their sorry sons-
in-laws?

Senator CONNALLY. That would withdraw them from production.
They are young and able to work, and other young people would work,
and would be making the money which would be used for paying
for the upkeep of those idlers. Is that true or not?

Dr. TOwNszND. That is not true.
Senator CONNALLY. Could not it be true?
Dr. TowNSEND. It could be true; yes.
Senator CONNALL.Y On your own plan?
Dr. TOWNszND. You might assume the movement would move close

to the earth in the next few weeks, but it is not going to do that
Senator CONNALLY. Here is an old man and woman making $4 a

month, who never made a hundred in their lives, and they have three
or four sorry sons that do not want to work, why could not they hire
them as doorkeepers or personal assistants, or secretaries, and pay
out these sums to them, and why could not the sons take that money
and put it in the stock market, or buy whisky, or play cards, or do
anything they pleased?

Dr. TowN SxD. We do not propose to restrict anybody in the qual.
ity or the characte of the thing he spends money on. What we
want to do is to get money into circulation.

Senator BARKLEY. Even if that expenditure turns out to bein curious?
r. TOWNSeNn. What?

Senator BARzLzY. Even if that expenditure turns out to be in-
jurious to their morals or to their physical welfare?

Dr. TOWNSEND. My dear sir, are you so terribly concerned about
the morals and welfare of the young today ?

Senator BARKLEY. To be frank; yes.
Dr. TowNszND. Why is it then that we are debuching so many

of our youn5 people at the present time?
Senator BARwEY. Well, I am not doing any of that
Dr. TownaND. Neither am I, and I want to end the conditions

which maintain that sort of tuing. Seventy-five percent of the
criminals of the country today are young people, and they are largely

le
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made up of those who have not been able to do anything for them-
selves. Now let us not strain at a gnat and swallow a camel.

Senator BARKLEY. That is one of the troubles. I am afraid your
camel is so big that we cannot swallow him.

Dr. TowNsEnD. Perhaps not; but neither can we assimilate the
one we have got. We have to change it for something else.

The CHAIRmAx. Doctor, the committee has worked for 4 or 5
weeks. We are trying to reach some reasonable and rational con-
clusios with reference to taking care of these old people. We
hope to evolve a very good bill. We may not be able to accept
your proposition, but the committee thanks you. The committee
will adjourn until 10 o'c!ock Monday morning, with the announce-
ment that the hearings on this bill will close Wednesday morning.

Dr. TOWN8ED You will be open on Monday morning?
The CHAImrAN. Yes; we have a calendar on Monday morning.
Dr. TowNSEND. Will it be possible for Mr. Doane to meet here

with you?
The CHAIRMAN. We will hear him Wednesday morning, if there

is some explanation he wants to make, or if he wants to put in the
record some of the facts that you mentioned.

Dr. TowqsEsND-. Thank you.
Mr. Clements subsequently submitted the following statements of

receipts and disbursements, Ol Age Revolving Pensions, Ltd.
Old Age Revolving Petlsions, Ltd.

STATEMENT OF RECEIPTS AND DISBURSEMENTS
NOVEMBER 1934

Receipts:
Petty cash on hand -------------------------------- $S.51
Cash In bank -------------------------------------- 510.12
Stamps on hand ----------------------------------- 59.18
Accounts receivable -------------------------------- 2. 02. 11
Sales --------------------------------------------- 4,528.14
Cash over and short ------------------------------- 2.57

Disbursements: - _ $ 010.63
Salaries ----------------------------------------- 1,165.35R ent--- .. . .. . . .. . . .. . .. . . .. . . .. . . 3 3.92PRenti--------------------------------------Printing- ----------------------------------- 2, 572. 89
Postage, express, etc ------------------------------- 843.34
Utilities ------------------------------------------- 13.49
Telephone, telegraph, etc -------------------------- M. 44
Sales tax ----------------------------------------- .57
Bank tax ----------------------------------------- 3.40
Refunds ------------------------------------------- 33.00
Office expense ------------------------------------ 99.
Office supplies ------------------------------------- 36.53
Miscellaneous -------------------------------------- 12.20
Buttons ------------------------------------------- 250.00
Commissions -------------------------------------- 57. 13
Legal fees ---------------------------------------- 100.00
Furniture and fixtures ----------------------------- 34.50
Organization and organizers ----------------------- 530. 50
Accounts payable ---------------------------------- 450.35
Accounts receivable ------------------------------- 5W.00
Transferred to extension account ------------------ 247.60
Returned check (A. J. Mum) ------------------------ 27.00

7, 100.83

To be accounted for ---------------------------------- 901.80
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Accounted for as follows:

Balance c ------------------------------------- $124.55
Balance in petty cash ------------------------------ 0.68
Balance in bank ------------------------------ 04.11
Balance in stamps --------------------------------- 102.96

$901.30
Old Age Rerolcieg Penslons, Ltd.

STATEMENT OF RECEIPTS AND DISBURSEMENTS
DECEMBER 1934

Receipts:
Petty cash on hand ---------------------------- $9.68
Cash carried forward -------------------------- 124. 55
Cash in bank -------------------------------- 04. 11
Stamps on hand ------------------------------ 162. 96
Accounts receivable -------------------------- 3,265.47
Sales -------------------------------------------- 14, 222. 60
Cash over and short ------------------------------ 7.83

Disbursements: - 18, 31;7. 20
Salaries ----------------------------------------- 1 ,07.69
Rent -------------------------------------------- 9.00
PrintIng ----------------------------------------- 1,904.35
Postage, express, etc -------------------------- 1,205.75
Utilities ............ , 14.06
Telephone, telegraph, etc -------------------------- 2W.23
Bank tax ---------------------------------------- 7.54
Office expense ------------------------------- 123.45
Office supplies ----------------------------------- 176. 07
Miscellaneous ------------------------------------ 196.70
Radio advertising -------------------------------- 6. 00
Refunds ----------------------------------------- 13.00
Commission -------------------------------------- 31.25
Legal fees --------------------------------------- 50.00
Furniture and fixtures --------------------- 46.00
Organization and organizers --------------------- 775.52
Accounts payable -------------------------------- 1,07.,23
Returned checks --------------------------------- 12. 50
Bad accounts ------------------------------------ 61.76
Commission fees to managers ------------------- 1,884. 51
Charges to accounts receivable -------------------- 7 ,013. rs
Club adjustments -------------------------------- 36. 23

1,852.73

To be accounted for ------------------------------------- 1,544.47
Accounted for as follows:

Balance In cash ---------------------------------- $1,372.14
Balance In petty cash ---------------------------- 2.34
Balance in bank --------------------------------- 93.33
Balance In stamps ------------------------------- 0 76.66

1,544.4?
Townueud Olub--O. A. R. P. Ltd.

STATEMENT OF CAS RECEIPTS AND DISBURSEMENTS
NOV. 1 TO DEC. 31, 1934Receipts :

Cash on hand Oct. 31, 1934 --------------------------------- $4,988.86
Receipts Nov. 1 to Dec. 31, 1934 --------------------------- 11,362.85

Total ------------------------------....................... 16, 851.,1

116807-35---68
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Disburseraents:
C
0
A
0
0

P
S
0
C

A

Organization ------------------------------------. $1,402.00
)ffice expense ----------------------------------- 215.90
modern Crusader --------------------------------- 754.00
). A. R. P., ltd ----------------------------------- 1,746.15

A. R. P., ltd., refunds -------------------------- . 33
rentingg ------------------------------------------ 18.65
alaries ------------------------------------------ 451.14
Meice equipment ---------------------------------- 45.00
ommisslons -------------------------------------- 1,576.79
'.,stage ------------------------------------------ 136.2"2
uditing ------------------------------------------ 140.00
miscellaneous ------------------------------------- 7.50

$6. 503.11-
Cash on band Dec. 31, 1034 ------------------------------- 9, 788. 03

16,851.71
Extension fund-O. .1. R. P. Ltd.

STATEMENT OF RECEiPTS AND DISBURSEIENTS
NOV. I TO DEC. 31, 1934

Receipts:
Cash ou hand Oct. 31, 1934 ------------------------------- $ 4,295.32
Receipts Nov. I to Dec. 31, 1934 ------------------------ 8,829.61

Total --------------------------------------- 12,624.93

Disbursements:
Organization ------------------------------ $4,319. PT
Refund of organization fees ---------------------- 441.04
Advertising ---------------------------------- 43.19
Radio organization ------------------------- 3, 283.98
Printing ----------------------------------------- 4.00
Refund of expense fees ---------------------- 2,250.94
Statistical reports --------------------------- 330.50
Auditing ---------------------------------------- 140. 00
Speakers' bureau -------------------------------- 157.61
Strategy committee ------------------------------ 143. 05
Legal fee --------------------------------------- 50. 00
Miscellaneoup ------------------------------------ 10.45

11,174.63
Cash on hand Dec. 31, 1934 ------------------------------------- 1,450.3)

12,6024.93

(Mr. Clements subsequently submitted an audit prepared by Ray
S. McAllister, certified public accountant, Los Angeles, Calif., of re-
ceipts and disbursements of Old Age Revolving Pensions, Ltd., Town-
send Clubs, and Club Extension Account.)

Los ANxorLu, CALIF., February 19, 1935.
OiD Aoz RLvOLvINO PENSIONS, LTD.,

Los Angeles, Calif.
GoNm zaT: Pursuant to your request, I have made the following audit:
Receipts and disbursements:

Old Age Revolving Pensions, Ltd., July 1 to December 31, 1934.
Townsend Clubs, July 17 to December 31, 1934.
Club Extension Account, August 23 to December 31, 1934.

These statements and comments are submitted herewith.
Respectfully submitted.

RAY S. MCALLISTER,
Certified Public Accountant.
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ReceipAs and disbursements Old Age Reroldng Pensions, Ltd., Townsend Clubs, and

Club Extension Accourd

RECEIPTS

RevLqng Townsend Clubs Ex-Clubs, tension, Grsa!
PensLo n July17 to Aug.23 FtoLtd,, Jan.3 total
30t0D- Dec. 31, Dec.31, t
31, 1231 1931 1931

Balance on band Jan. 30, 1934 ..........................
M em bership ........................................... .............. .. . 3- I
Books ...................................................--- - So ------- 24.W&10
Do t s ....................... ................... _1 4 . . ......... 314.9)
Colectoas ......................- - --...................... 6n 10--------- - -- 10
Sub rptions ................. .................... 2.0
Buttons ................................................ 5 2 .................... 27. 50

-------------------------------------- ---- ------ I 21AdvertLing .......................- 47.- .... I . ..... .....- ! f.-0F. E. Townsendl ............. .. . ............ 1. 01&.00 ............ --...........- 1,0m8.0
Accounts receivable collections ........ -........... . 1 .91 ............. . 1 09.94
Contributions (special) ................................ 1 i.19.00 ....... . ........... , 119.0
Petilitions- .................................... ---- - ---- :....... 1,01&61
Le ts .............................
Stickers---------------------------------------..49 0I
Contributions ...............................-- -........... 9 . .......... 3 - ------- 3
Miscela neous .......................................... 2 36............ ... ... . 68
Cash o er- ....... 2.................................... 97.16 ----. ..- --
Qestons a answers ... .............................. ... 6&1% .- ...... ... ....... - ! MDun ,l n , news t.-.................. . 1 .......... S& 13~~liZ Z '
Dam bo , lit nature .... .............................. .. 2
R~b s ................... :21.77 (A M U " ,C = i0 ;: ............... ............ Z 9n;. 32e.
General donations-----------------------------.-- -------------.......... m 3 31
Radio dnnations .... ..-------...... ---------------.................35 581.31
Washington count, trip Dr. F. E. Townsend-...... ............- ............. 2, 7I 3 2, 781.83M a s ee in s.... .. ... .... .. ... .. .. . .. ........... ............ g .s , , .Ca tl melin ....................................... .......... .. .......... . N rj . 7 %,914& 1
Haksco le ction ... :......................... ..... ................. J A2.50 52.50

]Pasadena c .ectio -........................." :......... ............-- 37 8 37...... . ........ M OO. 3700
Congressional collection ........... -...............................- 751.73 7 .7
Speaker bures u .................."..;u- - -..............-- - - -............ ............ I M__ _ _.2

T total receipts- ............................. . 4- l . . - . 1 7. 9 M 0 5

Total eelpts and cashonhand---........................... . ..- .T , , .h~ ............. ,..-.-...... K %&67--
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Receipts and disbursements Old Age Revolting Pensions, Ld., Townsend Clubs, and
Club Extension AccountlContinued

DISBURSEMENTS

Old Afe Townsend Clubs Ex-
e. Clubs, tension, Grand

Ltd, Jan. to Au to totalD toDe: .31, 11,

- - -31, 1M934 I

ah ......... .. ................................... - 3,2 .62 $871.12 ............ 5M W.74
Real, rental .........................................r -1,153.10 7. ............ 1,17014
Postage-------------------------------------- 3,7(4.00 29451------------- 4,068.51
Vt~tiles---------------------------------------187.30----------------187.30
Printing ............................................. 2,001.98 1 2,625.10
Buttons ................................................ ' 12.61 612.61
Organizers and c.gantation ex pese ................... 8, C94. 79 249i.'31 9 " 20 277.09

rising ............................................ 20&.15 ............ 71.19 27, 4

Janitor- ............ 54.73--------------------5. . 54.75
Taxes-: .. --------------------- 1.................................. .-- -- 18&6.
Offilee Supplies ......................................... N& 89 ............ .. - 89
M iscellaneous .......................................... 2 1. .... ............ 2 1.65
Books ..............-................................... 4,10.11-----------. ....... . 4.d106,11
Petitions ............................................... 1 2 62 -...-------------- -1, 2
Radio- - - - - - - --.......................................... 413.0. 3,6 .73 4.107.73
Enceps ............................................... . 3 3 19----. ... . 1,313 19
Miscellaneous .......................................... - 4 12 43 5 68 3 875
Stickers- --------------------------------- -339.84- - - - - -- 339.84
Letteead -924 ............4............... .s- - -,--"-- -- - 48
Phone and telegrams-..... -.............................. 1 61,.1 .... ..... M5161
Offic e lp e ................. .........- 5.0........................ I.422--------i- - 60
Refunds ---------------------------------------- 102.3 340863 .40 51237
O d oo s ........................................... 95.50 3.. .. ............ 9.50

C mu s srn sions cr-..............1....................... 1313.51 4,901.35 4 6 ". 65 s
Accounts yable-------- -................................... .,39.0------------ . 1.09
Order bos-- ---. ....................................... 295,64------2. 293 64
Leaflets re.e....1.............. ....................... ,M _ . ..- 121. 00
Subscription cards -...................................... 12.23 ---------- -- 122.
Furnitureadfitures .... ....... ......................... - %) 232.18---..... 3-12.66
Radioade.sng-........................................... 600------------------. 00
Accounts reetable-----------------------------.....7.51275----------------------... 7,5311,75
Extension account ......................................-247.0--------------- -247.0
Bad ao kyunts 8........................................ 81.78---------------01.76
Modern e ................................................ - 1, 77OD............ 1, 6O
. P. Gross ......................................................... ... 20. .... .&75

photo - -- ................................................... ..00 .. . 1.00
Audit .... --...................................... " -........ . - -140.0 0 14000 2M0
Smith & Tomlinson settlement ......................... I ............. 0
Townsend Weeiy-----------------------------------------10D0...............2.00

.... .... .... ................................................. & 2 ............ & , 0Pleets reFtau------------------------,--..... I ----------- --------------- 5

Citizens State Bank, Long Beach, Cai-...........-. m,643.40
C st h onbla o .............................................................. 1,372.1 4
C ash,l t ................................................................. I .1 34SecuityFirt Nakinl B nk, os n~lesCalf . .............................. 4. 6
Stizes------------------------------------------------------------------7...... S. M&4

14, 65. 20

(Whereupon, at 12:17 p. ., the committee adjourned until 10
a. m., Monday, Feb. 18, 1935.)



ECONOMIC SECURITY ACT

MONDAY, FEBRUARY 18, 1935

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

lVashington, D. C.
The Committee met, pursuant to adjournment, at 10 a. in., in the

Finance Conunittee room, Senate Office Building, Senator Pat Har-
rison, chairman, presiding.

The CHAIRMAN. Dr. Cloyd H1. Marvin, representing the American
Council on Education.

STATEMENT OF DR. CLOYD H. MARVIN, WASHINGTON, D. C.,
REPRESENTING THE AMERICAN COUNCIL ON EDUCATION

Dr. MARVIN. Mr. Chairman and members of the conunittee: The
American Council on Education has a membership of 43 constituent
members, made up of such institutions as the National Association
of State Universities, National Catholic Educational Association
North Central Association of Colleges and Secondary Schools, and
many others which I am going to file with you. In addition to that
it has a membership of 225 colleges and universities over the country,
which I shall just fileso as not to take the time, if they may be included
as a part of the record.

The CHAIRMAN. Yes.
(The members of the American Council on Education are as

follows:)
CONSTITUENT MEMBERS AND THEIR DELEGATES roR 1934-35

American Association of Colleges of Pharmacy
Rufus A. Lyman, College of Pharmacy, University of Nebraska, Lincoln,

Nebr
Charles 11. LaWe'J, Philadelphia College of Pharmacy and Science, Phila.

delphia, Pa.
J. G. Beard, School of Pharmacy, University of'North Carolina, Chapel
Hill, N. C.

American Association of Dental Schools:
J. Ben Robinson, Baltimore College of Dental Surgery, Baltimore, Md.
W. F. Lasby, College of Dentistry, University of Minnesota, Minneapolis,
Minn.

R. S. Vinsant, 1726 Madison Avenue, Memphis, Tenn.
American Association of Junior Colleges:

E. Q. Brothers, Little Rock Junior College, Little Rock Ark.
Guy M. Winslow Lasell Junior College, Aubiirndale, 1dass.
Doak S. Campbell, George Peabody College for Teachers, Nashville, Tenn.

American Association of Teachers Colleges:
Lida Lee Tall, State Normal School, Towson, Md.
Robert M. Steele State Teachers College California Pa
Uel W. Lamkin, State Teachers College, Maryville, Mo.
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American Association of University professors:
H. G. Doyle, George Washington University, Washington D. C.
H. C. Lancaster, Johns Hopkins University, Baltimore, d.
11. W. Tyler, 744 Jackson Place Washington, D. C.

American Association of University Women:
Kathryn McHale, 1634 Eye Street NW., Washington, D. C.
Esther L. Richards, Johns Hopkins Hospital, Baltimore, Md.
Belle Rankin, 1634 Eye Street NW., Washington, D. C.

American Library Association:
George F. Bowerman, Public Library, Washington, D. C.
Joieph L. Wheeler, Pratt Library, Baltimore, Md.

Association of American Colleges:
Benjamin F. Finney, University of the South, Sewanee, Tenn.
S. P. Capen, Univerity of Buffalo, N. Y.
H. M. Wriston, Lawrence College, Appleton, Wis.

Association of American Medical Colleges:
(Delegates not yet appointed.)

Association of Land-Grant Colleges:
R. M. Hughes Iowa State College Ames, Iowa.
R. D. Hetzel, Pennsylvanla State college. State College, Pa.
J. G. Lipman, Rutgers, University, New Brunswick, N. J.

Association of Urban Universities:
R. A. Kent, University of Loulsville, Louisville, Ky.
Raymond Walters, University of Cincinnati, Cincinnati, Ohio.
C. S. Marsh, United States Office of Education, Washington, D. C.

Council on Medical Education and Hospital of the American Medical Association:
Reginald Fitz, 721 Huntington Avenue, Boston, Mas.
Merritte W. Ireland, 1870 Wyoming Avenue Washington, D. C.
W. D. Cutter, 535 North Dearborn Street, dhleago, Ill.

Council of Section of Legal Education and Admissions to the Bar of the Ameri-
can Bar Association.

Will Shaforth, 730 Equitable Building, Denver, Colo.
Alexander B Andrews, 239 Fayettevine Street, Raieigh, N. C.
John Kirkland Clark, 2 Wall Street, New York City.

Dental EducationCouncil of America:
Henry L. Banzhaf, 1217 West Wisconsin Avenue, Milwaukee, WIs.
William H. G. Logan, 55 East Washington Street, Chicago, Ill.
Albert L. Mildgley, 1108 Union Trust Building, Providence, R. I.

Department of Superintendence, National Education Association:
Frank W. Ballou, superintendent of schools, Washington, D. C.
David E. Weglein, superintendent of schools, Baltimore, Md.
S. D. Shankland, 1201 Sixteenth Street NW., Washington, D. C.

Institute of International Education:
Stephen P. Duggan Institute of International Education, New York:City.
William F. Russell, Teachers College, Columbia University, New YorkCity.
Edward R. Murrow, Institute of International Education, New YorklCity.

Middle States Association of Colleges and Secondary Schools:
H. G. Doyle, George Washington University, Washington, D. C.
Boyd Morrow, Gilman Country School, Baltimore, Md.
John H. Tyson, Upper Darby High School, Upper Darby, Pa.

National Association of State Universities:
E. B. Bryan, Ohi University, Athens, Ohio.
Lotus D. Coffman, University of Minnesota Minneapolis, Minn.
A. H. Upham, Miami University, Oxford, Ohio.

National Catholic Educational Association:
Rt. Rev. Edward A. Pace, Catholic Univeisit7, Washington, D. C.
Rt. Rev. P. J. McCormick, Catholic Sisters College, Washington, D. C.
Rev. George Johnson, 1312 Massachusetts Avenue, Washington, D. C.

National Education Association:
Joseph H. Saunders, Superintendent of Schools, Newport News, Va.
George D. Strayer, Columbia University, New York City.
Sidney B. Hall, State Superintendent of Education, Richmond, Va.

North Central Association of Colleges and Secondary Schools:
C. It. Judd, University of Chicago, Chicago, I11.
Charles If. Lake Superintendent of Schools, Cleveland, Ohio.
H. M. Wriston, Lawrence College, Appleton, Wis.
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Progressive Education Association:
Laura Zirbes, Ohio State University, Columbus, Ohio.
Frederick Redefer, 716 Jackson Place, Washington, D. C.
Willard W. Beatty, Bronxville Public Schools, Bronxville, N. Y.

Society for the Promotion of Engineering Education:
L. W. Wallace, Woodward Building, Washington, D. C.
C. H1. Warren, Yale University, New Haven, Conn.
F. L. Bishop, University of Pittsburgh, Pittsburgh, Pa.

Southern Association of Colleges and Secondary Schools:
R. E. Blackwell, Randolph-Macon College, Ashland Va
K. J. Hoke, Collee of William and Mary, Williamsburg, Va.
Guy E. Snavely, Birmingham-Southern College, Birmingham, Ala.

ASSOCIATE MEMBERS

American Association for the Advancement of Science.
American Association of Collegiate Registrars.
American Council of Learned Societies.
American Historical Association.
American Physical Education Association.
American.Scandinavian Foundation.
C. R. B. Educational Foundation.
Education Council Y. M. C. A.
Federated Council on Art Education.
Modern Language Association of America.
National Advisory Council on Radio in Education.
National Association of Deans of Women.
National Council of Business Education.
National Council on Religion in Higher Education.
National Council of Teachers of English.
National Research Council.
National Society of College Teachers of Education.
National Vocational Guidance Assoclation.
United Chapters of Phi Beta Kappa.

INSTITUTIONAL MEMBERS, 1934-35

Alabama:
Alabama Polytechnic Institute
Alabama, University of
Birmingham-Southern College
Tuskefee Normal and Industrial

Institute
Arizona:

Arizona, University of
California:

California Institute of Technology
College of the Pacific
Dominican College
Immaculate Heart College
Mills College
San Francisco University of
Southern Caliornia, University of
Stanford University

Colorado:
Colorado College
Colorado State Teachers College
University of Denver

Connecticut:
Albertus Magnus College
Connecticut Agricultural College
Connecticut College
Junior College of Connecticut
Wesleyan UniversityYale University

Delaware:
Delaware University of

District of Cofumbia"
Amerlc.: Unlver, ity
Catholic Unlersity of America
Georgetown University
George Washington University
Howard University
Trinity College

Florida:
Florida State College for Women
John B. Stetson University
Rollins College
University of Florida

Georgia:
Agnes Scott College
Emory University
Georgia School of Technolog
Georgia State College for W omen
Georgia, University of
Shorter College

Hawaii:
Hawaii, University of

Illinois:
Carthage College
Chicago, University of
De Paul University
Illinois College
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Illinois--Continued.
Illinois, University of
Lake Forest College
Lewis Institute
Northwestern University
Rockford College
Rosary College
St. Xavier College

Indiana:
DePauw University
Indiana State Teachers College
Indiana University
Notre Dame, University of
Purdue University
Rose Polytechnic Institute
St. Mary's College, Notre Dame
St. Mary-of-the-Woods College

Iowa:
Coe College
Grinnell College
Iowa State College of A. & M. A.
Iowa State Teachers College
State University of Iowa

Kentucky:
Kentucky, University of
Louisville, University of

Louisiana:
Louisiana State Normal College
Louisiana State University
Southwestern Louisiana Iistitute
Tulane University

Maine:
Bowdoin College

Maryland:
Goucher College
Hood College
Johns Hlopkins University
Loyola College
Mount St. Mary's College
Notre Dame College
St. Joseph's College
Western Maryland College

M assaehusetts:
Boston College
Boston University
Bradford Junior College
Cark University
Emmaneil College
Harvard University
Holy Cros" College
International Y. M. C. A. College
Massachusetts Institute of Tech-

nology
MountH olyoke College
Radcliffe College
Regis College
Simmons College
Smith College
Wellesley College
Wheaton College

Michigan:
Alhion College
Alms College
Marygrove College
Mielgan, University of
Western State Teacfiers College

Minnesota:
Carleton College
College of St. Catherine
College of St. Scholasika
College of St. Teresa
Macalester College
Minnesota, University of
St. Olaf College

Mississippi:
Millsaps College
Mississippi State College

Missouri:
Central College
Lindenwood College
Missouri, University of
Northwest Missouri State Teach-

ers College
The Principla
St. Louis University
Washington University
Webster College

Nebraska:
Nebraska, University of

New Hampshire:
Dartmouth College
New Hampshire, University of

New Jersey:
College of St. Elizabeth
Georgian Court College
Rutgers University
Seton Hall College
Stevens Institute of Technology

New Mexico:
State University of New Mexico

New York:
Adelphl Coliege
Alfred University
Brooklyn College
Buffalo, University of
Colgate University
College of the City of New York
College of Mount St. Vincent on

Hudson
College of New Rochelle
College of the Sacred Heart
Columbia University
Cornell University
D'Youville College
Fordham University
Good Counsel College
Hamilton College
Hunter College
Keuka College
Manhattan College
Marymount College
Nazareth College
New York State College for

Teachers
New York University
Polytechnic Instltute of Brooklyn
Reisselaer Polytechnlc Institut6
Rochester, University of
Russell Sage College
Sarah Lawrence College
Skidmore College
St. Joseph's College for Women
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New York-Continued.
Syracuse, University of

ion College
Vassar College
Wells College.

North Carolina:
Duke Universit.
Johnson C. Smith University
North Carolina, University of

Ohio:
Akron, University of
Case School of Applied Science
Cincinnati University of
College of Mount St. Joseph on theOhio
Heidelberg Colle .
Marietta liege
Miami University
Muskingum CoIle
Oberlin College
Western Reaerv niversaty

Oklahoma:
Oklahoma A. - M. Colle'Oregon:Oregon Sta Agrculturi)4q

Pennsylvania:Allegheny Ile
Bryn Mau
Bucknell Ivery 
Drexel Ins tute
Grove Ct College 
Immaculate College
La Salle ege
Lehigh Uni ralty
Marywood l1
Moxut St. J College
Pennsylvania ega for Womp.W-
Pennsylvania te College ,
Pittsburgh, tI ity of V.*
Rosemont Ce e
Seton Hill Colle
St. Thomr Cole
Swarthmore Colle e '

Temple University
Villanova College

Pen nsylvania-Continued.
Washington and Jefferson College
Wilson College
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Dr. MARVIN. When this bill for economic security came up, a
special committee was appointed by the association, which is composed
of Mr: Joseph H. Saunders, the chairman of the board of trustees of
the National Education Association; Mr. Robert L. Kelly, the execu-
tive secretary of the Association of American Colleges; Rev. George
Johnson, secretary of the National Catholic Welfare Conference;
and Cloyd H. Marvin, president of the George Washington Univer-
sity here, as chairman.

.We feel that there is a great deal to be said for the suggested bill,
but there are two or three items in it which we should like to call to
the attention of the committee, with the idea particularly of making
some modifications to meet specific conditions which would then con.
front us if the bill were passed as it is today.

In the first place, from an immediate point of view, a considerable
number of colleges and universities have made provisions for ade-
quate annuities, which already puts a heavy burden upon the funds
available forour pay rolls. Certain colleges feel that they are con-
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tractually bound, unless this bill were to be so ordered as to recog-
iiize these obligations. This bill, as it now stands, it seems to us,
would put a second tax upon our already too meager funds, so we
simply call that particular item to the attention of the committee at
this time.

In the second place, the institutions have gone much further in
such matters as tenure of services, and in such matters as of adequately
protecting the pay rolls of the institutions, and industrial institutions,
and I would respectfully submit the following statement to that end.

These institutions, dedicated to the service of mankind and not
engaged directly or indirectly in carrying on their activities for profit,
sympathize deeply with the board humanitarian purposes of the
President's social-security pro gram embodied in what is styled the
"Economic Security Act." fThey wish, however, to point out to the
Senate committee that, perhaps through inadvertence, this bill de-
parts from a century-old public policy of English and American law
and fails to exempt from the taxes imposed by the act, institutions
organized and operated exclusively for religious, educational, and
charitable purposes. The purposes of this memorandum are not in
any respect to place these institutions in opposition to the objects of
the bill, but to point out as earnestly as pcssible to the committee
that the historic conception of public policy mentioned above operates
as strongly in respect of the taxes imposed by this act as it does in
respect of all other taxes from which, for centuries, institutions of
this character have been exempted.

Taxes are a forced levy which the Government imposes upon the
great body of its citizens to provide for-in the historic language of
the Constitution-the common defense and the general welfare. For
many centuries it has been believed that public policy was best.
served by exempting from these general levies institutions which were
engaged exclusively in religious, educational, and charitable activities
in order that they might be better enabled to pursue their liumani-
tarian purposes. From a broad point of view they have always been
regarded as arms of the Government. In the last analysis the prob-
lem has always been one, and always must be one, of evaluating
social methods, for insofar as the Government diminishes by taxes
the resources of educational and charitable organizations, it diminishes
their capacity for service to their several communities and increases
the burdens which must fall upon the Government.

This was never more'true than at the present time. The ines-
capable result of imposing financial burdens upon these institutions
at the present time is to enforce the curtailment of their activities in
the very hour when the demand for their services to the community
is greatest. There never was a time when the need for educational
institutions, for hospitals, for medical research, or for the care of the
destitute was readerr than today. To meet these needs privately
administered institutions must look to investments which have
shrunk and to contributors whose contracted incomes make them
less able than ever before to respond to the appeals which are made
to them.

We have said above that it has been the historic public policy of
this country to exempt educational and charitable institutions from
taxation. The laws of practically all States and their political
subdivisions exempt from local property taxes and from special
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assessments the property of religious, educational, and charitable
institutions. The income tax and inheritance tax laws of the several
States also provide not only that the income of such institutions is
tax exempt, but the contributions made to them are deducted from
the taxable income or estate, as the case may be, of private taxpayers.
The laws of the Federal Government exempt these institutions from
income tax and also provide that contributions made to them may
be deducted by other taxpayers in computing taxable income, taxable
gifts, and taxable estates. Indeed the decisions of the courts of
many of the States carry this principle beyond the realm of taxation
and hold that such institutions are not liable in damages for the
torts of their employees. The policy behind all of the laws and
court decisions is that the community is best served by permi.ting
institutions devoted to humanitarian work to pursue their pui.poses
with undiminished resources.

The broad purposes of the Economic Security Act are threefold.
Title I provides for old-age assistance for persons who, either because
they are already of advanced age or for other reasons, are not able to
build up the annuities provided for in title III. Title III provides
for a contributory old-age fund to which both employees and em-
ployers shall contribute through taxes collected from the employers.
Title VI provides for unemployment compensation to be provided
by taxes levied upon the employers.,

The taxes imposed by both title III and title VI upon the employer
are a percentage of his pay roll on the theory that the industry in
which the employee is engaged is socially responsible for old-age as-
sistance and unemployment compensation and that these two factors
are proper elements of cost iii the article or service produced and as
elements of cost. must be paid for by those purchasing the articles or
enjoying the services. There is here a vital difference between busi-
ness organizations and educational and charitable institutions. The
latter have io product or service for sale; but on the other hand are
engaged solely in social service in the hope and in the belief that the
results of their efforts are of benefit to humanity generally, first by
developing human economy, again by reducing the human wastage
which otherwise the community must bear. In fact the act itself
recognizes this, because in section 3 it provides that old-age assistance,
are "inmates of public or other charitable institutions.", But the
results of the work of these institutions is far broader than the care
of the aged poor. By education and by medical care and research
and in other ways their activities result in making self-supporting
many persons who might otherwise become the objects of public or
private care. These institutions earnestly believe and urge upon the
Committee that their diminishing dollars if left with them to be
expended upon the educational and charitable purposes in which they
are engaged, will ift greater burdens from the State than if taken from
them for the specific purposes of this act.

Specifically the institutions here represented urge upon the com-
mittee that the definitions of "employer" in section 307 (4) and in
606, page 43, line 23, which are now defined to exclude the Federal
Government, the States, political subdivisions thereof or other gov-
ernmental .nstrumentalities, be broadened to include also "a corpora-
tion, or trust, or community chest, fund, or foundation, organized
and operated exclusively for religious, charitable, scientific, or educa-
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tional purposes, no part of the net earnings of which inures to tht
benefit of any private shareholder or individual, and no substantial
part of the activities of which is carrying on propaganda, or other-
wise attempting to influence legislation."

On May I interpolate here that we have considered it a fundamental
principle in this country that publicly administered institutions and
privately administered institutions are all a part of our educational
systen1. We started with privately administered institutions, but
there is so much in common in the way of private institutions having
public resources at their command, and publicly administered insti.
tutions having endowments, that you cannot make the differentia-
tion, and none of us want in this country to make the differentiation.
So we say, if we can make this broader at this point so there will be
no differentiation in a fully accredited non p rofit institution engaged
in education, your law would read thus: include also 'a corpora-
tion, or trust, or community chest, fund, or foundation, organized
and operated exclusively for religious, charitable, scientific, or educa-
trional purposes, no part of the net earnings of which inures to the
benefit of any private shareholder or individual, and no substantial
part of the activities of which is carrying on propaganda, or other-
wise attempting to influence legislation.'"

The result of this amendment would not be in any way to deprive
the employees of these institutions of the economic security which
the act is designed to give them. It would simply result in enabling
these institutions to continue the social work in which they are en-
gaged by exempting them, in accordance with historic precedents,
from taxes which would bear upon them with peculiar force. For
these institutions, probably to a much greater extent than any busi-
ness organizations, find a very large part of their annual budget
devoted to compensation for services. They do not buy and sell or
manufacture commodities. Their activities consist in the rendering
by human beings of services to other human beings. Thus a much
greater percentage of their total expenses consists in pay roll. Thus
a tax based upon pay roll would take a greater proportion of their
income than'would be the case in a business organization. Further-
more, they have no source such as the cost of goods or services sold
from which to recover this loss of resources. The only possibility
open to them is to curtail their activities, and retrenchment in their
case must mean not only the creation of the very unemployment
which the act is designed to prevent, but also the curtailment of
vitally needed social work. -

Furthermore, the imposition of pay-roll taxes upon these institu-
tions would not'only be a departure from the historic precedent of
taxation which we have already referred to, but would establish at
the same time conflicting policies of taxation by the Federal Govern-
ment, for the revenue act not only are these institutions exempt from
income tax-Revenue Act of 1934, section 101 (6)-but contributions
to them are deductions from the taxable income, gifts, or estates of
the contributors-Revenue Act of 1934, section 23 (o); Revenue Act
of 1932, section 505 (a) (2), and Revenue Act of 1920, section 303
(a) (3). , , )

Thus the Federal Government will be in one series of acts encourag-
ing the activities of private educational and charitable institutions by
exempting their income and contributions made to them from tax,
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while at the same time in other legislation it will be curtailing their
activities by taking back in taxes some of the very income which it has
already exempted. In harmony with the national policy respecting
institutions of this kind followed up to this time is the action taken by
the National Recovery Administration on or about September 8
1933, "That schools, colleges, universities, churches, hospitals, and
charitable institutions supported by public subscriptions, not operated
for profit, except so far as they may be engaged in the operation of
trade or industry, need not come under the provisions of the National
Recovery Act." Congress, we believe, is not prepared to depart
from the wise policy which for so many years has believed it desirable
to foster private educational and charitable institutions. While the
demands upon the State are continually increasing, and while the
State now conducts both educational and charitable institutions, it iswise policy to continue as many of these activities as possible in
privately administered organizations. The contributions which
private organizations in the field of education, medicine, and research
have made are clear proof of their value. They are a clear indication
that such a drastic change in the system of education and the manner
qf caring for the sick as would result if private institutions as the
result of taxation should be forced to become public institutions, is
not one which we believe that Congress would willingly bring about..

We have said that the amendments which we have suggested will
not deprive the employees of these institutions of any degree of
economic security. So far as old-ago system are concerned, title :d
of the act recognizes that there will always be many persons who
cannot be cared for under the contributory old-age annuities provided
for. in title Ill. Title I,, undertakes to provide for thejr. future by
pl un wds, equally contributed by State and Fer1

persons are not merely those vho,. at the prent tuneoro-of
such advanced age that they will not be able to buid up contributory
annuities., ,,They also include the large number of! persons who are
employed by State and local governmental instrumnentalities, and
the.even larger number, who are not employed but who.conduct small
businesses of theirown. Sound weighing of social values Would place
in -this group such employees, of charitable institutions who are not
able durrag their active period to provide for theirold age. • , :

.,Turning to the subject of.unemploymenti webelieVe that the con-
siderations which make desirable a tax upon the payrolls of business
organizations in,times of prosperity to provide a fund for unemploy-
ment compensation in times of depression, are not applicable to educa-
tional: and charitable institutions. There is comparatively little
unemployment in this field. .The tenure for a largo proportion of the
teachers in privately administered institutions is permanent. During
periods of depression, the work which these institutions are called
upon to' perform increases rather than diminishes.,. On the other
hand, if the income of these institutions is diminished . by a pay-roll
tax which, as we have pointed, must bear-with peculiar force upon
them, there is a certainty that their activities must be curtailed and
the number of their employees considerably diminished.

Furthermore, an unusually large percentage of those receiving com-
pensation from these institutions would not participate in unemploy-
ment insurance benefits under the act, since approximately 60 percent
of the persons on their pay roll are professional persons, or administra.
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tive officers receiving more than $250 a month. And, finally, it should
be pointed out that the exemption of these institutions from the pav-
roll tax proposed by section 601 would not mean that should any
unemployment among their employees result, they would not, under
State plans, be entitled to unemployment benefits. It would simply
mean that just as the salaries of these persons when they are working
are a social cost borne by contributions, so their compensation if
unemployed would be a social cost borne by general taxation.

In presenting these views, the institutions here represented are not
moved by any narrow or selfish interest. The funds which they expend
are not their funds. They are given to them in trust by those who
believe that the ends which they pursue are of paramount social
importance. In the past, both the Federal and the local governments
have had this same belief, and have acted upon the policy that social
ends were best served by permitting these institutions to expend their
trust funds for their educational and charitable purposes, without
diminution by taxation. These institutions believe that this policy
is more than ever sound at the present time and as applied to the
present legislation.

The CHAIRMAN. Thank you, Doctor. That matter will be taken
under consideration.

Professor James R. Kirkland, American Council on Education.
Dr. MARVIN. Professor Kirkland yields his time this morning.
The CHAIRMAN. Thank you very much. Miss Grace Abbott.

Miss Abbott is editor of the Social Service Review and professor o.
public welfare, -University of Chicago.

STATEMENT OF MISS GRACE ABBOTT, CHICAGO, ILL,, EDITOR
SOCIAL SERVICE REVIEW AND PROFESSOR OF PUBLIC WELFARE,
UNIVERSITY OF CHICAGO

Miss AaBor. I wanted to speak about several of the points in the
bill in which I am especiallyy interested because of my previgus
work. I am most interested in the child-welfare and ehild-health
aspect of the bill. However I think we should say that ir it larger
aspect the whole measure will promote the welfare of children, because
the welfare of children is promoted by unemployment compensation
and even by old-age insurance and annuities, because the burden of
the care of the aged upon those in middle age must usually be bal-
anced against the proper care for the children. So that in the under-
taking of this burden, we really get relieved by the family budgets
considerable sums to go for children. So that m many respects this
whole reooguition of Government responsibility for social security
means that the place of the child will also be made much more secure
than it has been in the past.

I wanted to speak especially, before I talk about the child-welfare
measures which are more specific in the bill, about the unemployment-
compensation provisions, especially about the form in which the bill
is drawn and the fact that, to a very considerable extent, standards
are omitted from the bill.

I am really very much in favor of this form of the bill. I come to
this conclusion because I think it represents a national scheme with
State cooperation, and I think, after all that is about the most that
we ought to expect in our federal form of government. If it is upheld
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by the courts and experience shows that further uniformity is desir-
able, it is perfectly possible to add to the standards at any time,
because the legislation will be in existence then. We will have a
national framework, at least., and within that national framework
the States are given certain authority

We have under the proposed billuniformity in the tax levy, so
that the competitive aspect is withdrawn. We also have uniformity
in safeguarding the funds. We have uniformity in the establishment
that shall be at least a fund that exists, with not more than 1 percent
contracted out, and that by individual firms and corporations, and
with the terms under which they can contract out safeguarded by
the bill. So I think we be gin with a minimum of standards and we
allow for great diversity then in development. While this creates
confusion, it is almost an inevitable confusion, in view of the very
different industrial developments that there is in different parts of
the country.

Moreover, I am very strongly for it on another ground, and that
is should the Federal statutes not be upheld if the present form of
the Wagner-Lewis bill is followed, we shall then at least have the
State measures, and that, I should think, was almost the deciding
factor in favor of this as compared with what has been perhaps mis-
named the "subsidy" form. In the President's Advisory Committee
on Economic Security, the majority of the members were in favor of
the so-called "subsidy" form, but in the report of the council that
we sat with, all of the members recognized that each type of Federal
law has distinct merit, and they wished their vote to be interpreted
not as necessarily approving either type of law but merely as pre.
ferrin one to the other.

So I think the present form of the Wagner-Lewis bill will give us
what we need, pressure at the present time on the States to enact
unemployment-compensation laws, and at the same time a Federal
shell which can be extended as experience indicates it is necessary
to be extended, and standards can be added as they need-to be
added. If you take, for example, the question of what ought to be
a bottom wage in it, the difference between the North and South is
so great that if we wrote into the law a standard of $10 a week, we
would have one. section of the country saying it was too high and
another saying it was too low. And on such questions as how long
the benefits shall run there are very different opinions. If we have
a long' waiting period, those who are unemployed for a long period
will get more and those who are unemployed for a short period will
get less. A larger number are unemployed for a short penod, and it
may be for the benefit of the working group to have a larger amount
for a short period than to have the long period at a very low rate,
as the English have done, such a low rate that it merely is the destitu.
tion level and nothing more.

Then I wanted also to speak about title II.
Senator COSTIOAN. Miss Abbott, before you proceed, may I ask

whether social-welfare experts, among whom you are conspicuous, are
agreed in the recommendations you are making to the committee?

Miss AnnoTY. No there would be very serious disagreement inside
the group., We are located in the country at large.

Senator COSTIOAN, In this morning's copy of the Washington
Post, I noticed a reference to a statement issued by a distinguished
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group of such experts, in which apparently they laid stress on the
importance of grants-in-aid by the Federal Government to States,
and the maintenance through that type of legislation, of minimum
standards in the States. You are familiar with that type of recom-
mendation, of course. If I understand your testimony, you do not
join the group who make that recommendation.

Miss ABBOTT. No; I do not, at this stage. I think we have in the
Wagner-Lewis type of bill, a basis for that, if we desire. It can be
added on at any time. We can put more standards in, and if the bill
is sustained ana. the experience warrants, then I think the standards
should be written in. We have minimum standards now.

Senator COSTIGAN. In other words you approve minimum
standards?

Miss ABBOTT. I do.
Senator COSTIGAN. But you feel that even more important at this

hour is the enactment of legislation which looks to the great ends of
social betterment?

Mis ABBOTr. Yes. I think we are not at all agreed as to what
minimum standards me would write in, because we have no experience
on %,hich to write them. If we say we want 4 weeks' waiting period
and so many periods of benefit, we have actuarial figures on which a
guess is made, but those actuarial figures are based upon "snakes
and snails and puppy-dog tails" as far as statistics are. concerned.
There is no data that is adequate. We have kept no record of unem-
ployment in this country which enables you to make a Nation-wide
statement about it. We shall begin with this system. We will then
knqw what our funds will give us, and we shal not know until we
get that type of material. To write in a short-waiting period, a long
period of benefits And a high rate of payment as a-gesture, when we
do pnot have the information on which to doit, seems to me not to be
wttrranted. ,. , - , ": L . '.'

Now in, the terms of the Wagner-Lewis Act, it is especially provided
that such funds as 4re collgeted, must all, be, spent, for, benefits. So
that with the exception of the snall, am~ountI that is taken out for
administration of the act,. so that we are sure tht that must go for
this purpose, and as long as we, are sure that that mus go, I am very
eager to see some experientation, with short waiting. periods and
high rates of benefit, and so on, and findout which, aftr all, works
out to the best advantage of the working group here in this country.

SSenator CosTIA. Mr. Paul Kellogg, editor of the Survey Graphic,
testifying here the other day, said in part:"

Such minimum standards should let every wage earner in the' United States
know, no matter where he lives or works,'the least he can qount on with respect
to the share of his wages that would go to him as benefits, the length of the benefits,
the waiting period, the work record that will qualify him for benefits, his standing
as a part-time worker. t.'e worker who moves from State to State, his rights to
work benefits, e9 uhl cash benefit to States, and the other terths which are the
measure of security. I

Do you except from your remarks any of these standards?
Miss ABBoTT. I would except a number of them as being applicable

at the present time. I do not think it is possible to write into this
bill what we want now in the way of waiting periods, amount of
benefits and so on, because we really do not have it and when we
get the Federal law, we do not experiment with whether it is better
in fact, to have a longer waiting period and then h longer period of
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benefits for the unemployed, or a shorter waiting period and not have
it run as far and various other things of that sort, we get only the-one.

Senator C0STIOAN. Nevertheless, if I understand you, you regard
these as desirable, ultimate legislative and administrative ends.

Miss ABBOTT. Yes, I do; after we get the experience on which
they can be based. But even so, I think there will be some stand-
ards which ought to be written into a State law, which it would be
very difficult for many years to come to write into a Federal law
such as the bottom of what the payment shall be, and the upper of
what the payment shall be, because of the difference in wage scales
in different parts of the country. So I think this general language
has real advantages.

Senator COSTIGAN. Mr. Chairman, I suggest, in connection with
one of the questions asked Miss Abbott, that there be placed in the
record the statement published in this morning's Washington Post,
which states the views of certain prominent social workers.

The CHAIRMAN. That may go in following Miis Abbott's testimony.
Miss ABBorT. I wanted to speak also about the provision for the

care of dependent children, title 11 of the bill. These acts are com-
monly known as "Mothers Aid Acts", although they are not aids
for mothers-they are aids for children.

The first law of this sort was passed in Illinois in 1911. I have
been making, with one of the graduate students, a little study of
mothers' pensions and we find that while Illinois is very much in favor
of them and was, as I say, the State to lead off with the first mothers'
aid, that the present provision is quite inadequate. That is, for
example, on January 25, 1935, in Cook County there were 1,434
families, with 4,186 children on mothers' aid. Now the number -of
mothers' on the waiting list for this, at the Juvenile Court, was 7,942,
with 1,434 getting aid, and the number being cared for on relief rolls
who were entitled, in the opinion of the relief administration, to
mothers' aid, but for whom funds were not available for that purpose,
amounted to 3,870. So that there is a very large number who are
eligible but who are not getting mothers' aid.

More than that, in some counties, no mothers' aid was being
granted. The average grant varied greatly. It varied, for example,
from $19 per child per year, as an average grant in Jackson County,
Ill., to $274 in Woodford County, $194 in Cook County, and $238,
for example, in Lake County. So that the provisions being made for
children varied very seriously and needed to be straightened out.

In Illinois, the local counties are contributing, roughly, a million
and a half toward the public care of children. The State is contribut-
ing another half a million. As you can see, this by no means takes
care of the problem.

Now, the numbers who are in need of care of this sort have vastly
increased as the result of the depression. *That is, mothers who under
normal circumstances would have been able to take care of their
children without outside, assistance, have lost their little savings
through banks that failed, through insurance companies that failed,
and through the fact that others who have contributed to their support
and enabled them to take care of their children are no longer able
to do so.

Now, the basic principle of the mothers' aid law is that we know
that when a Woman is left with children to support, and she belongs

1s1667--3-69
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not to the highest paid but to the lower income group, that she cannot
possibly cary both the burden of supporting the children and of caring
for the children. If we undertake to have her support the children,
we do it at grost cost. The children can be taken care of more cheaply
in their own homes by their mothers than they can be taken care o in
foster homes or in institutions. It, therefore, is not only sound from
a humanitarian and child welfare standpoint, but it is economically
sound also, and this grant-in-aid which it is proposed shall be made
availdble to the States, and which it is proposed should contemplate
increased State contributions, will mean that these waiting lists will
largely be wiped out.

At the present time we estimate that there are about 300,000
children in the country being taken care of under mothers' aid pro-
visions, and that there are at least another 300,000 that would or
should be eligible today who are not getting the mothers' aid, and
consequently the number ought to be Just about double.

The amount that ii given in the bill is not as much as is now being
spent by the relief administration for the care of families that roughly
come into this category. I say "roughly" because they haven t
actually been investigated to find out whether they meet every one
of the legal requirements of the mothers' aid laws in the various
States, but they generally belong in that category.

Senator BLACK. Excuse me just a minute.
Miss ABBOTT. Yes.
Senator BLACK. You said the amount is less. Do you have the

figures there of how much the relief administration is spending?
Miss ABBOTT. I do not have it so I can give it to you easily. I

would be very glad to put it in the record. I have it in my notes,
but it will take a little time to find it.

Senator BLACK. You say the amount is less. Do you recall how
much less?

Miss ABBOTT. Something like $10,000,000 or $15,000,000 less, but
I should be very glad to put that into the record.

These laws are predicated on the theory that long time care is
necessary for the children, that the mother's services are worth more
in the home than they are in the outside labor market, and that
consequently she should be enabled to stay home and take care of
the children, and we expect she will have to do so until the children
reach the working age. Consequently the great value of putting
the mother in a separate category for mothers' aid is that you estab-
lish and give security then to the mothers on this basis in the care
of the children, they know what they are going to get, they know
they are going to get it over a period of years and they can really
plan for it, so it is much better done that way than it otherwise
would be.

Now, I am sorry to say I do not agree with the lodging of the ad-
ministration of the mothers' aid in the Federal Emergency Relief
Administration, or, as the Act provides, such other Government
bureau as the President may designate. This contemplates per-
manent legislation. The Federal Emergency Relief Adinistration
is temporary, it deals with temporary agencies in the states. The
mothers' aid laws are administered by permanent agencies in the
States, and, generally speaking we hope they will be administered
State departments of public welfare and local departments of public
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welfare. It seems to me a very great mistake to lodge this in the
Federal Relief Administration. I think it belongs in the.Children'a
Bureau, where the mothers' pension has been a subject of study for
all the years that the Children's Bureau has been in existence, and I
think you would find that state departments of public welfare would
generally prefer administration by the Children's Bureau to adminis-
tration by the Emergency Relief Administration which is, after all,
in another category entirely, as a temporary emergency administration

Then I would like to speak also about the child-health provisions
of the bill, and the general health provisions of the bill. I am very
much in favor of this provision of grantin-aid to be administered by
the Children's Bureau for the promotion of the health of mothers
and children.

That there is at the present time a great need for this legislation
is evidenced by the fact that, generally speaking the child-hygiene
divisions of the State departments of health have suffered very much
during the depression. Their budgets have been seriously cut and
their effectiveness has thereby been greatly lessened.

We always need, in addition to the provision that has been made
for the general health, a special provision for the children. The
.measures that take care of adults are not adequate for the care of
children, because childhood is a period of growth and development
and we need a special program, if we are going to insure maximum
care of the children, development of the children.

I am especially struck with the need of this when I see the differ-
ence in the urban and rural rate of infant mortality. Now, one
would expect, of course, that the rural rate would be lower than the
urban rates. Normally the country is regarded as a safer place for
children, and it ought to be a safer place for children. It has one of
the advantages that belongs to country children as a birthright.
Although they miss certain other opportunities, at least it should be a
healthier place for children to be. Well, now, it used to be. But as
the services for the care of children have been developed by city
health departments and infant welfare societies, and other agencies
of that sort, the urban conununity has gained on the rural community,
so that since 1928 the urban infant death rate has been lower than
the rural infant death rate. For example, we had in 1918 an urban
death rate of 108 and a rural death rate of 94. By 1920 the urban
death rate was 91 and the rural rate was 81. By 1929 the urban rate
was 66 and rural rate was 69. That meant that the rural rates, when
ou go through it in detail, were higher than the urban rates in 22
tates. Those 22 States are Arizona California, Colorado, Connec-

ticut, Delaware, Florida, Illinois M~aryland, Massachusetts, Min-
nesota, Montana, Nevada, New Jersey, New York, North Dakota
Oklahoma, Oregon, Pennsylvania, Urah, Vermont, Washington, and
Wyoming, a very representative list as far as coverage is concerned.
Since that time they have varied somewhat. Sometimes the urban
rate has been a little higher, or the rural rate, where they were close
together, has remained higher.

I have these represented in two graphs, one for the birth-registration
areas since 1915. The dotted line is the rural area, and you will see
in 1929 it passed the urban and became higher than the urban rate
was, and has remainded higher from that tivne on.
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This one is for the area as of 1921, because that is a constant area.
The numbers in the birth-registration area having increased since
that time, so it is a little more accurate. I should like to leave these
with you.

The CHAIRMAN. I wish you would properly designate them so they
can be identified, and I wish you would turn them over to the clerk.

Miss ABBOTT. I would be glad to.
Senator BLACK. I do not exactly understand who is included in that

death rate. Does that include all the deaths that occurred?
Miss ABBOTT. No; the babies that died in the first year of life. It

is the proportion of those that were born and that died in the first
year of life.

Senator COSTIGAN. Miss Abbott, have you given an explanation
of our reasons for these changes in relative death rates?

iss ABBOtT. I would like to reemphasize that. The reason is
that we have steadily developed in the urban area the type of services
that enable the mother to give expert care in the raising of her chil-
dren-the rearing of her children-and she does not get those in the
rural areas. The reason why we want this money to be distributed
through the child-hygiene divisions of the State departments of health,
in cooperation with the Children's Bureau, is to make available in
rural areas the same type of facilities that in the urban areas have
reduced infant-mortality rates, and we hope very much that we shall
get an opportunity to do what it seems to me means a restoring to the
rural child what ought to be its birthright, not the same rate but a
lower rate than the urban child has, because it ought to be easier to do
it in the country than it is in the city, where the complications of one
kind and another make it harder to safeguard health than it is in the
rural area.

Now, of course, the unit cost in the rural area is higher than in the
urban area because of the numbers that are served in the small area
in the city and it is for that reason that we think a subsidy is par-
ticularly needed in order to make sure that the interests of the child
are safeguarded.

Senator BLACK. Miss Abbott, would you be diverted if I asked you
a question?

Miss ABBOTT. I would be delighted to have you ask me any question
you want.

Senator BLACK. I am interested very much in the observation you
made. I am wondering if you would go a little more in detail as to
what, in your judgment, has brought about this decreased mortality
in the city, what nature of services. In other words, somebody will
say, "Well they have more doctors who can wait on them."

I would lke to get your idea as to how much of that you attribute
to State health and Government health agencies. In what way has
that help been given, whether by medical treatment, nurses, hospi-
talization, or how?

Miss ABBOtt. Well of course the greatest value, so far .s the
children are concerned, is to prevent them from becoming sick, and
the way to prevent them from becoming sick is to have them under
medical auperysion from the beginning, and they get good medical
supervision in large numbers through child-health centers that are
established in urban comniunities by city health departments. The
mother goes there with her child and she gets instructions in the scien-
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tifie care of the children, advice is given as to feeding, the child is
weighed, the child is kept under care. If the child is sick, it is sent to
another place. This is a preventive health measure that I have in
mind here and not the care of the sick children.

Of course, there are many factors in a low infant-mortality rate
but the most important thing in not only reducing the infant-mor-
tality rate but of making the children healthier, stronger, better
children is this education of parents in the care of children. Mothers
do not know, just because they are mothers, how to care for children
in a scientific way, and if they get that supervision, they do know it.

Now, of course, a well-to-do mother employs a pediatrician to
supervise the child. The poorer mother goes to the child-health center
for the same typo of super-ision, and, more than anything else, that
is the explanation of the reduction in the death rate. Of course, it is
a very low measure of the effectiveness of such centers, because, after
all, just keeping your life is relatively little. The point is that they
are not only kept alive but they are enormously happier, they are
better-developed children than they are under the other circum-
stances.

Senator BLACK. Do I get it clear that your idea is the well-to-do
get no better service, necessarily, than they did, but the benefit
comes as a whole from the fact that those who have heretofore been
unable to obtain the proper training and learned the method of pre-
venting disease have a chance to grow and get it without cost to them-
selves?

Miss ABBOTT. Yes. Of course we have done a great deal in edu-
cating parents in child care. For instance, the Children's Bureau
publication "Infant Care" has been circulated by millions, it has

een sold by millions as well as circulated free, it is in the hands of
the mother and is a scientific instruction in the care of children. It
has been written by some of the ablest pediatricians in the country,
in cooperation with the pediatricians for the Children's Bureau.

No two children are alike. They talk with the doctors not in
terms of a general child but in terms of the individual Mary or
Johnnie, with whom the advice on infants' care does not work, and
consequently they need explanations, and of course all of us profit
by that kind of checking it out, as well as by reading about it, and
consequently we need that child health center.

Now, the thing that would be done is that in the child-hygiene
division of the State department of health they would try to estab-
lish this type of center in a rural area. A great many have been
established in rural areas, and there is a chance for them to get that
information but it is very, very far from being adequate over the
country. The numbers have been reduced during the depression,
consequently there has been a real loss as the result of that fact.

I think, unless there are some questions, that I will not undertake
to say anything more. I did,however, havein mind to say, when I was
talking about unemployment compensation, that I feel very strongly,
if I may revert to that, that employees should not be taxed. If we
tax the employees, it merely becomes a compulsory saving device
and it is not a matter of fundamental justice to employees in this
matter of unemployment. Even if we enact the Wagner-Lewis bill,
and any type of State bill that I have heard under consideration, the
heaviest burden of unemployment will fall on the worker. That is,
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he has a waiting period in which he bears the whole cost of the un-
employment. During the period that benefits are paid he gets not
to exceed 50 percent of his wage for a limited time, after that he
becomes again dependent upon his own resources. So that the
heavv burden will fall upon him in any event.

Itis, therefore, extremely important that we should not have an
employee contribution. On page 31 of the bill, section 5, the language
there suggests that it is contemplated that employees should contrib -
uto under the State laws, and I think that that language ought to be
amended.

Senator COSTIGAN. Are you referring now to unemployment insur-
ance, Miss Abbott?

Miss ABBOtt. Yes; section 5, on page 31, Senator Costigan,'it
says: "All of the money raised by contributions of employers and
employees under such State law." I think, at least, it should be:
"And in the event that employees are taxed under such State law."
It does not seem to say that we are actually contemplating a tax on
the employee, in addition to the fact that the worker will bear the
heaviest part of the burden anyway. The employer gets a change to
pass on, in most cases, most of what he pays. So it seems extremely
important. If I were to write any standard, that would be the first
standard I would write in, that the employees should not have to pay.

Senator COSTlOAN. Miss Abbott, when the bill now before this
committee was introduced the announcement was made that the gen-
eral program is to turn back to the States the unemployables and to
employ the employables under a public works act in order to get
away from what has been popularly termed the "dole." Is it your
judgment, as a long-time student of this problem of unemployment,
that there will be no further need for direct grants-in-aid to the unem-
ployed if a liberal public-works program is inaugurated?

Miss ABBOTT. Well, Mr. Senator, I am very much in favor of a
public-works program. I should like to see it, however, fixed so that
those who were to be employed on it were not limited to those on
relief. If we limit it to those on relief, as is proposed, we shall have the
relief rolls continue to grow instead of decline, because it will be the
only way to get a certain type of security.

I also do not believe that by any stretch of the imagination it is
possible to put all the employable to work on the public works pro-
gram. After all, there are a largo number of people who are employ-
able who could not work on public work. There are, for example, a
very. largo number of women who are unemployed and who are not
eligible, for that type of work. To label them "unemployable" is
of course to misbrand them and injure them very -much.

There are also types of people, most of those I see before me,
and myself, who would not be employable on any such basis and who
yet would be employable for many'kinds of work. I think it is a
great mistake to attempt to put ir what is, after all, an unscientific
category, tie category of employable and unemployable, because of
the fact that the employable depends on the labor market. If there
is a great demand for labor, almost anybody can get a job. For
example, during the war period, the so-called "unemployables" that
we had in Chicago, along Madison Street and Canal Street, dis-
appeared entirely, the queerest stick could get a job, and could get a
job of the kind tflat he could get on at, and his employer was prepared
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to take a little trouble to fit him into a position in which he could do
the work so that the group almost entirely disappeared. Very
seriously handicapped people got jobs. At this time, when there are
millions to pick from, it is easy to label anybody that you did not
like the looks of as unemployable. Of course, that seems to me a
very unscientific category. It cannot be carried out.

I think we shall have to have grants-in-aid for the relief admiuis-
tration, and I tldnk it is only fair that we should have that in a
definite form. I should be glad to have that put in a definite form,
in a legislative form, so that the States would assume a more uniform
share of responsibility for the care of the poor who remain unemployed
after the public works program is put into effect, because I am sure
that it will amount to about 50 percent.

Senator COSTIGAN. Would you say, Miss Abbott, that it will be
greatly emphasized if it should appear that many of the States
regard themselves as unable to take care of their own unemployed?

Miss ABBorr. Yes; I think it would, and I think the testimony as
to that., the social-work group would be united with me on that.
We might differ as to the form that an unemployment compensation
act would take, and vary greatly as to the health insurance provision,
or something else, but as to the fact that those in need will not be
taken care of completely if we send back to the States all of those who
cannot be employed on a work program, I think it is impossible to
send them back.

Senator COUZENS. Have you devised, Miss Abbott, any way
for the States to do a greater portion of this relief work or the
unemployed?

Miss ABnOTr. Well, Senator, I think that as it is now when all that
we do is negotiate with them, enter into a game of bluff and see which
one gets the most from the other, it is not possible to do it. Some of
the States are much more successful at that game than others, appar-
ently, because the rates differ tremendously as between States, and
I think that if the rate of the grants-in-aid were actually fixed in the
statutes, the States would know what they could expect and they
could meet it. As it is now it is a general hopper out of which every-
body plucks something, and they all try to get as much as they can
with the result that New Jersey'gets much more than Nebraska, and
Florida gets more than New Jersey, and so on around. I do not know
why, but that is the way it goes. I think that we could have some
elasticity so that areas of special need were to get a larger amount,
but I think the basis of that ought to be definitely fixed by some
indexes just as we do in an equalization fund in the State, so that we
had an equalization fund which would take account of the real differ-
ences in the States and as to the ability to meet the needs, just as we
do as between counties in our e ualization fund.

Senator COUZENS. What you ave said is very interesting but you
have not answered my question yet as to how" these States should
raise the money for their proportionate share.

Miss ABOTr. They would not raise it by any single formula.
Some of them would raise it in one way and some would raise it in
another.

Senator CouzEINs. So you have not devised in those States any
formula for racing tiis money by the States?
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Miss ABBoTr. No. Som. of them have no income tax and they
could throw an income tax. Someof them have no bonded indebted-
ness, and they could have bonded indebtedness. If they cannot raise
it, I am in favor of the Federal Government ' raising it.

Senator CoUzENs. Do you ' believe the Federal Government should
adopt a form of tax, and the States another, and confusing the tax
system and tax situation all over the country?

Miss ABBoTT. I do not think it would confuse it. I would be glad
topay an income tax in Nebraska.

Senator Couz.s. There have been a lot of meetings hold in Boston
and elsewhere by Governmental officials in an effort to develop a
unified taxing system. This idea would still further complicate that.

Miss ABBOTT. When we leave to the States only the general prop.
erty tax, we make it pretty hard.

Ienator COUZENS. There is no way that the Federal Government
could reach all of those people.

Miss ABBOTT. By contributing, you mean?
Senator COUZENS. No; by taxation.
Miss ABBOTT. Yes. I am in favor of the larger area of taxation,

and I am in favor of the Federal Government staying in the picture
and I am in favor of the Federal and State cooperation on the general
public assistance program.Senator BLAC*. Miss Abbott, following up the figures you gave us
a few moments ago on children up to a year, I have some figures here
which I shall not give you in detail because I know you are familiar
with them, but I wanted to get your idea as to the reasons for this,
from your vast experience. Let us take, for instance, the State of
California. We find that the percentage there of 65 and over is 6.7
percent; we find that the percentage of 5 to 19 is 23 percent. Take
the State of North Carolina, the percentage of 65 and over is 3.7
percent.

Miss ABBOTT. Of the aged, you mean?
Senator BLACK. Yes. And from 5 to 19 goes to 37 percent; in

other words, from 5 to 19 is 37 percent in North Carolina as against
23 percent in California; but those who manage to live on over 65,
by the time they do that in California, it is 6.4 percent as against
3.7 percent in North Carolina. Take my State, Alabama, it is 3.8
percent over 65 and 35 percent from 5 to 19. Take Maine, 8.6
percent over 65 and 27.9 percent from 5 to 19.

Senator COSTIOAN. Have you the average for the country?
Senator BLACK. I have them for each particular section.
Senator COSTIOAN. You have not the average percent over 65

for the country?
Senator BLACK. No, I do not recall the average for the country,

but I find that for instance an old age pension as it will operate, of
course it will put a great deal smaller amount of money in the States
where they have the fewer aged, and to that extent it is interesting,
but if we attempt to benefit all of those who need it, it is necessary
as you said, to go further into the idea of medical treatment and
preventive medical treatment and things of that kind.

Miss ABBOTT. Then we will have more to take care of because
they will live longer.

Senator BLAVK. One of the objects of government is supposed to
be to see, if it is as I understand it, that they have proper treatment
under some kind of system?
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Miss ABBOTT. Yes. 1 4. ,
Senator BLACK. What in your judgment are the underlying

reasons why in some sections they have so many more in proportion
of children and so many more in ,other sections reache4 the age of 65?

Miss ABBOTT. Of course you get a higher birth rate in some sec-
tions than others and in that case you have more children. If.they
do not settle in that State and migrate from those States, you have
them migrating, as adults. There are certain areas to which the aged
migrate, They migrate to a warmer' climate in large numbers so
that you get a heavy percentage of the aged in that group, ana of
course the death rate itself would explain it. If you have a high
death rate, not as many would live to be past 65 as a low death rate,
so there are many factors in it.

Senator BLACK. That shows, does it not, carrying out your idea
of a few minutes ago with reference to the children, that in certain
States where they are poorer and have advanced as far as they might,
in order to try to take care of people and give them preventive meas-
ures and medical treatment, that we have an unnecessarily high death
rate, simply shown by the figures which we cannot excape.

Miss ABBOTT. There is no question that the death rate can be
reduced ahd should be reduced, and there is no question also but
what even more important than the actual death-rate figures, which
is the only statistical method of measuring the benefits of our preven-
tive program, that as we reduce the death rate, we also increase the
physical efficiency of the people so that those that live function niore
efficiently and with fewer illnesses and hazards and handicaps of that
sort than they would if we did not have those preventive programs.
We have no way of putting that into the record the way we can the
death rate, but the death rate alone is a very accurate measure of
the benefits.

Senator BLACK. Those are striking indications of the fact that
there are millions of people in those places that are suffering from
undernourishment and debilitating weaknesses which could have
been prevented and are prevented in the other places.

Miss ABBOT. Yes, sir.
Senator BLACK. And is it not also a rather strong argument for

what you said you favored of an award by the Federal Government
to those States which are backward in that connection?

Miss ABBOrT. I think it is very important, and of course there
are areas in every State that are backward and that has a very
heavy burden to bear. The individual counties in the States are
very uneven in their ability to bear the burden, and I think we should
have inside the State as well as from the Federal Government to the
States, the equalization principle in the distribution of the fund.
Unless there are further questions, I am very much obliged.

Senator COSTIUAN. Senator Black, will you please put in the record
the figures for Colorado?

Senator BLACK. I do not have the figures for Colorado specifically,
but I have it for sections of the country. The Mountain States are,
over 65, 4.0 percent; from 5 to 19, 30.8 percent.
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(The newspaper article referred to by Senator Costigan is as
follows:) (Reprted from The W&hlngton Post, Feb. 1% IM)

GROUP OPPOSES INSURANCE PLAN IN SECURITY BILI--UNITED STATES PROPOSAL
TO PROVIDE rOR IDLE HELD UNSOUND, SUBSTITUTE URGED

The unemployment-insurance provisions of the social-security bill were
assailed as inadequate and unworkable in a joint statement issued yesterday by
a group of labor leaders, social workers editors, and university professors.

The statement, while commending the old-age-pension provisions of the bill,
declared the unemployment-insurance provisions would produce "a multiplicity
of diverse and uncoordinated State programs", and that they would result in a
duplication of tax-collection machinery.

Moreover, the statement declared, "the present proposal levies the tax on the
earnings of all employees including the highest-paid executives, yet the States
are left free to limit benefits to workers earning less than designated amounts."

POINT TO FLAWS

"Workers moving from one State to another are left wholly unprotected",
it continued, " while under the subsidy system it would be possible to provide for
such workers by a simple administrative device."

The statement urged the adoption of an unemployment insurance plan based
on Federal subsidy and adequate minimum standards for State laws.

"The subsidy plan", the statement said, "will foster effective Federal-State
cooperation in the development of an unemployment-insurance system suited to
our national needs. It is simple, clear, and certain, and easily and economically
administered. It would achieve a substantial measure of uniform protection and
yet leave the States free in making more liberal provisions. At the same time it
would guard effectively against unfair competition among the several States."

GROUP SIGNING STATEMENT

The statement was signed by the following: Prof. Barbara N. Armstrong, Uni-
versity of California- Bruce Bliven and George Soule editors of the New Republic;
Prof. Paul Brissenden, Columbia University; ProL. Douglas Brown, Princeton
University; Prof. Evellne M. Bums, Columbia University; Prof. Edward Corwin,
Princeton; Abraham Epstein, executive secretary, American Association for
Social Security; Prof. Carter Goodrich, Columbia; Prof. 1. A. Gray, New York
University law school William Green, president American Federation of Labor;
Helen Hall head worker of the Henry Street Settlement; George L. Harrison
president Brotherhood of Railway Clerks; Stanley M. Isaac, President United
Neighborhood Houses, N. Y.; Paul Kellogg, editor of Survey; Estelle Lauder
executive secretary of the Consumers League; John L. Lewis, president United
Mine Workers of America- Prof. Broadus Mitchell, Johns Hopkins University;
Mary K. Sinkhovitch head worker Greenwich House, New York; Prof. Sumner
Sliehter, Harvard University; Bruce Stewart author; Robert J. Watt, executive
secretary Massachusetts Federation of Labor; Margaret Wiesman, executive
secretary Massachusetts Consumers League.

The CHAIRMAN. At this point in the record I am submitting a letter
relatingto S. 1130 which Senator Gore has received from 1 r. Roger
Sherman Hoar, attorney at law, 1205 Fairview Avenue, South Mil-
waukee, Wis.

(The letter is as follows:)
SOUTH MILWAUKEE, Wis., February 14, 1935.Hon. TEOUAS P. GORE,

United States Senate, Washington, D. C.
DEAR OLD FRIEND: Fortunately you are a member of the committee to whom

the Wagner social security bill has been referred.
I believe that you well understand the difference between a State unemploy-

ment reserve law (which by making unemployment a direct cost of the individual
establishment in which ft occurred, would stimulate steady employment) and an
unemployment insurance law (which would actually increase unemployment by
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enabling each Irregular employer to pass off onto a State fund the cost of his own
irregular operations).

Cannot we depend upon you to stand out to the last ditch for amendment
which will permit absolute State freedom of choice, subject only to the require-
ment that contributions by an employer under a State system can be deductible
only If the State law is amendable?

Certainly using this law to bolster up the Wagner-Peyser system of Federal
employment agencies, and the requirement of depositing all unemployment funds
with the Federal Government, and the requirement that all State laws recognize
section 7 (a) of the N. I. R. A., are all absolutely dragged-in and irrelevant.

The adequacy of contributions will be automatically taken care of by the natural
desire of employers In the various States to avail themselves of the maximum
possible set-off against the Federal 3-percent tax.

The stimulus to replarization intended by sections 607 and 608 will not be
realized, unless the criteria of these sections by made much less stringent. Why
not merely provide that any system of scaling down contributions to correspond
to reduced unemployment in the establishment of the employer, shall be accept-
able if the Secretary of Labor certifies that such system adequately protects the
employees against a consequent reduction of benefits?

With beat personal regards,
Very truly yours, Rooms SHERUAN HoAR.

(Mr. Hoar subsequently submitted the following statement:)

STATE E oF RoGR SHnsMAx HO.AR

I am an attorney at law, located at South Milwaukee, Wise., and have been
active in the unemployment-compensation movement for the past 12 years.
I have been official consultant for the Wisconsin Industrial Commission in
putting the Wisconsin system into effect and have published three books on
this subject.

Probably every member of this committee will agree that the chief advan-
tage of the Senate bill 1130, so far as unemployment benefit legislatioit is
concerned, Is that it Is Intended to leave each State free to enact its own
type of law. This will have two distinct advantages: First, while compelling
adequate State action, It wlill nevertheless leave each State free to adopt
the system which It feels is best adapted to its local needs; and secondly,
by permitting 48 distinct experiments, we stand an excellent chance of devel-
oping some valuable new ideas on the subject, which otherwise would be
lost to the world.

As a member of the President's Conference on Economic Security last
November, I distinctly remember his insistence in his address to us, on
the encouragement of differing State systems. And the Cabinet committee,
in their report to hIm-on which report the Wagner.Lewis-Doughton bill is
supposed to be based-distinctly stated :

"We beiipve that the Federal act should require high administrative stand-
ards but should leave wide latitude to the States in other respects, as we
deem varied experience necessary within particular provisions in uitemploy-
ment-compensation laws in order to conclude what types are most practicea-
ble in this country."

And again:
"The States shall have broad freedom to set up the type of unemployment

compensation they wish."
Accordingly, It will probably come as somewhat of a surprise to you gentle-

men to learn that the bill as It now stands falls to grant this freedom in
several Important respects.

In spite of the President's quite definite words to us that he wanted
indiviluality of State laws, there persisted throughout the Conference of last
November a determined movement to thwart the President's wishes and to
impose Procrustean standards on the States, depriving them of all freedom
of choice and experimentation. This movement appears thus far to have
succeeded to a considerable extent.

Let us, for a moment, review the present situation as to unemployment-benefit
legislation in America. One State has had a law on the subject since Janu-
ary 1932--over 3 years. All other States are laggards, none having any legis-
lation whateve; on the subject. Accordingly, It Is proposed that the Federal
Government force the laggard States into line.
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What should be the first criterion of such Federal legislation? I am sure
Shat any fair-minded man would immediately say: "Why, such Federal legis-
ation ought, of course, to be'directed at the laggard States rather than at the

State which has already pioneered. The State which has pioneered Is certainly
entitled to the permitted to continue its experiment unhampered."

Yet the bill as It now stands would wipe out the fundamental basis of the
Wigconsin law.

There are two schools of thought in America on the subject of unemployment.
benefit legislation.

One,lusually known as "the Wisconsin Idea", calls for individual plant
reserve accounts and no employee contributions. (In this connection, pooling
the Individual accounts merely for Investment, does not depart from the Indi.
vidual nature of the accounts.)

The other, usually known as "the Ohio Idea "-although its propoents have
been unable to secure its enactment even In Ohio-calls for a pooled fund and
compulsory employee contributions.

In this connection, I wish to submit, to be printed with my testimony as
exhibit A, an article by H. W. Story, vice president and general counsel of
the Allis-Chalmers Manufacturing Co., entitled 1

' 
Sound Unemployment Pro-

tection ", which I will briefly summarize as follows:
As to plant reserves versus a pooled fund, Mr. Story points out the analogy

between unemployment-benefit legislation and mnilmum-wage legislation, the
former of which deals with the long-time wage total and the latter of which
deals with the short-time wage total. No one in his right mind would suggest
that an employer who pays a living wage be forced to contribute to a pool
to eke out the sweatshop wages paid by his competitors. And yet the pro-
ponents of the Ohio idea make the exactly analogous proposal that the efficient
and regular employer be forced to contribute to a pool, to eke ou the Irregular
wages paid by his competitors.

Furthermore, It Is only by reducing an employer's contributions, In propor-
tion to his reduction of unemployment, that an unemployment-benefit law can
constructively tend toward staibllaztion. The Wisconsin law does this. The
proponents of the Ohio idea, on the contrary, frankly admit that they intend
to set up a mere dole--a palliative for unemployment, rather than a cure.

In fact, by offering no Inentive to regularization, and by subsidizing unem-
ployment, the Ohio type of law would actually encourage the laying off of men.

President Roosevelt realizes this. In his address of November 15, 1934, to
the Fconomic Conference, he said:

"Unemployment Insurance must be set up with the purpose of decreasing,
rather than Increasing, unemployment."

And in his soclal-sceurlty message of January 17, 19.5, to Congress, he said:
"An unemployment-compensation system should be constructed in such a way

as to afford every practicable aid and incentive toward the larger purpose of
employment stabilization.

"To encourage the stabilization of private employment, Federal legislation
should not foreclose the States from establishing means for inducing indus-
tries to afford an even greater stabilization of employment."

Yet the bill now before your committee practically forecloses this possi-
bility. Section 008 requires an employer, even under an individual plant re-
serve plan, to contribute at least 1 percent to a pooled fund, and requires
contributions at the maximum rate for at least 9 years, 1. e., 1 percent for 1
year, 2 percent for 1 year, 3 percent for at least 7 years, less the 1 percent
a year to the pooled fund, in order to build up the required 15 percent in the
individual reserve, before contributions can be reduced as a reward for sta-
bilizing employment. Thus, unless this section be materially modified, it will
obviously preclude any possibility of any State doing anything to encourage
the stabilization of employment.

And if sections 007 and 0 should by any chance be stricken out, then even
the slight possibility of encouraging stabilization of employment would be
destroyed.

You gentlemen would be pleased and surprised if you could see the intensive
studies which all large Wisconsin employers are now making of their em-
ployment records, in preparation for July 1, 1935, when benefit payments start
under the Wisconsin law. They are finding that a degree of stabilization,
hitherto undreamed of, is going to be possible.

But, if Senate bill no. 110D passes In its present form, Wisconsin employers
might just as well cease their studies, pay their contributions, and hire and
fire at will, as In the past.
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I'Ve who believe that a proper State unemployment-benefit law can do much
to reduce unemployment are nevertheless not attempting to force our views on
anyone else. If we had It In our power to dictate to the several States the
form of unemployment-benefit law to enact, we still would believe in State rights,
In the hope that perhaps some Seate will evolve something that is as much
better than the WiscOnsin idea as the Wisconsin idea is better than the Ohio
Idea.

All that we ask Is that Wisconsin, the pioneer State, be left free to continue
its experiment, and that other States be left free to copy It, or even to improve
upon It, if they will.

A word on the subject of employee contributions. Fortunately, the bill, as
It now stands, leaves this question up to the States. The A. F. of L. Is seeking
to amend the bill to prohibit employee contributions. The Chamber of Com-
merce of the United States Is seeking to amend the bill to require employee
contributions.

Personally I am opposed to employee coutributions. Mr. Story's article, al-
ready referred to, ably sets forth the reasons against employee contributions.
I would add Just this:

Employee contributions are not necessary, nor would they even assist, to
secure employee Interest In the system. Individual plant reserves are what are
needed to this end.

If there Is a large, remote pooled fund, then regardless who contributed
to it, the contributors are Irretrievably gone, and every employee and employer
will try to get as much out of It as he can. But with a relatively small plant
account, then, regardless who contributed to it, every employee will be a
watchdog to guard against malingering.

However, this matter should be left up to the States, as the bill now leaves It.
To summarise my remarks:
1. President Roosevelt's Idea is that the States should be Induced to adopt

individually varying laws on the subject of unemployment benefits.
2. This object Is twofold: First, to permit each State to adapt its system

to its own needs; and secondly, to afford opportunity for social experimentation.
3. The bill as it now stands appears to be directed more toward penalizing

the only State which now has an unemployment benefit law, than toward
bringing the laggard States into line.

4. There are two schools of thought In America on unemployment-benefit
legislation, i. e., individual plant reserves without employee contributions versus
a pooled fund with employee contributions.

5. A pooled fund would subsidize the unstable employer at the expense of
the stable employer and would tend to Increase unemployment. Individual
plant reserves would tend to decrease unemployment.

e. President Roosevelt has definitely declared that the States should not be
foreclosed from enacting laws to encourage the reduction of unemployment.

7. The bill as it stands effectively bars such laws and therefore should be
amended.

& Employee contributions would not accomplish employee Interest. Individ-
ual plant reserves would.

9. The bill Is 0. K. in this connection.
In view of the fact that a great many actuarial conclusions are being drawn

from table VI on pages 218 and 217 of volume I, of the report of the Ohio
Commission on Unemployment Insuranc, .and from similar tables similarly
prepared from similar data, It may be useful to your committee to know the
absolute undependability of these tables and of the data on which they are
based.

The h0troductory remarks which precede the Ohio table state that the data
"were graduated by the Bureau of Business Research at Ohio State U:iiver.
sity." Unfortunately, these data do not appear to have teen subjected to
mathematical analysis, before publication.

I happen to hold the degree of M. A. In mathematics, and to be a Reserve
major of the technical staff of the United States Army, in which connection
my.dutles with relation to ballistics have made it necessary for me to famil-
larize myself with that branch of mathematics know as "the calculus of
tabular fu actions." Associated with me In this work has been a former
professor of mathematics, who has specialized In and taught this subject.
Tbe rat thlog that a mstbemat[tin Vrold do'to check a table of this sort,

Would e to taluIfte its "' first difterencei'" I
'
.e''itrctthe d itemn fro

the first, the third item from the second, the fourth item frbnl the third, etc.
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Then find an Interpretation for this resulting auxiliary table, and see If it
Is reasonably smooth.

The professor and I did so. We found, by reasoning with which I shall
not burden the record, but which, any mathematician can verify, that if
the Ohio table be taken (as it is) to represent a general situation, persisting
from week to week, then its first differences represent the number of persons,
out of 21,596 initially unemployed, who may be expected to secure reem-
ployment each week.

But this auxiliary table is so ragged, and gives such startling results, as
to demnstrate the utter undependability of the main table from which it is
derived.

The reemployment rate drops to 27 per week in the 11th week, and remains
at exactly that figure through the 18th week; whereupon it begfns to rise,
until It reaches 705 in the 28th week. Then it drops to 14 in the 81st week, and
remains constantly at that rate thereafter.

Thus the auxiliary table constitutes a reductlo ad absurdum of the main
table.

Any table, from which one is forced to conclude that, out of 21,596 initially
unemployed, 27 per week would become reemployed In each of the 11th to 18th
weeks, 795 (1) would become reemployed in the 28th week, and 14 would
become reemployed In the 31st week and in each week thereafter-any such
table is so Inherently absurd as to be utterly useless for all purposes; ani.
any conclusions drawn from such a table do not deserve to be listen,": to.

I may add that the professor and I spent several hundred hours attanpting
to smooth out the Ohio table, so that Its first differences would 1zake sense,
even going to the extent of reverting to the original data (the U. S. Unein-
ployment Census of 1930) on which it was based; but we were finally forced
to give up the task as impossible. We previously had constructed perfectly
sensible comparable tables out of similar data kindly furnished us by the
Ministry of Labor of Great Britain.

Accordingly, I can unhesitatingly state that I have yet to be shown any
American actuarial data on unemployment, from which any conclusions what-
ever can be drawn as to the expectancy of unemployment

ExHIBIT A

iNation's Buslns, October 1934)

sOUND UNEMPLOYMENT 120T-WUON

(By H. W. Story, vice president Allis-Chalmers Manufacturing Co.)

The subject of unemployment insurance has been debated in the United
States for 13 years. Its importance has greatly increased as compulsory legis-
lative action has become imminent and general. But, In the confusion of
momentous current events, the importance and continued progress of the
inovement are being overlooked.

That compulsory legislative action is now imminent Is evident by the at-
tention which various legislative bodies have given to the matter.

One State has had its unemployment-compensation law since 19032.1 In
193 bills were introduced in 25 legislatures and passed 1 house In California,
Ccnn'teut, Maryland, Minnesota, New York, Ohio, and Utah.

This yedr only nine. State legislatures were in session. Five of them,
co-jsidcred legislation of this sort. Unemployment insurance passed the
New York senate, bad a pledged majority in the assembly and was prevented
from enactment only by a parliamentary fluke. In Massachusetts, the King
bill had the support of both labor and industry, but because other States
failed to enact legislation in this field this year, the matter was referred to a
recess committee which will report to the 1035 legislature. In addition, Con-
gress considered the Wagner-Lewls bill. This bill, imposing a discriminatory
tax on all States which do not enact unemployment-compensation laws, had
the active support of President Roosevelt and is likely to pass the next session.

For S omidete history of it moveweat In Wisonual, the Wseon.n lw. fully
annoate~ ad a iscss~n o thev~g t"I1 aI~us available In that State. "oe

i=Unre ient Hns the Stuart Po. e o.o th ll a ee. M . . . .. . ...
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To many employers the term "unemployment Insurance" is just a name
applied to something radical and expensive. A majority appear not to know
that proposed systems of unemployment-benefit legislation differ widely--so
much so that, although one extreme type has potentialities of grave danger to
society, yet the other extreme type Is practically indistinguishable from the
basic principle which the Chamber of Commerce of the United States has al-
ready gone on record as favoring.

There is a sound middle ground between the proposals of the Impractical
sentimentalists and the attitude of the do-or-die reactionaries. The vision
of the former is shrouded by impractical idealism which takes no account of
the selfish weakness of human nature; the viewpoint of the latter is obstructed
by the walls of the rut of ultraconservatism which does not recognize the
emotional strength of human nature.

Since legislation providing for some type of unemployment-benefit system will
soon be enacted in the various industrial States, It seems highly desirable for
industrial leaders to focus their Intellectual ability upon this problem, to the
end that the legislative enactments will be upon the sound middle ground.

WEAar is SOUND?

The object of this article is to discuss the fundamental points which em-
ployers must consider in determining which type of legislation they should
support.

The discussion will cover only three points:
1. Shall funds be pooled or segregated? Otherwise stated, shall all contri-

butions by all employers within the State be placed in a common pool for the
benefit of all unemployed in the State or shall the contributions of each em-
ployee be kept in a separate fund for the benefit of only his own employees.

2. Who shall contribute? Shall contributions be made Jointly by the State,
the employees, and the employers, or by the employers alone?

3. Shall employers who establish adequate individual systems be exempted
from the State system? In other words, shall some flexibility be permitted
in the establishment of individual employer plans In order to meet the varying
needs of employees In different Industries?

Shall the funds be pooled or segregated?
From its social implications, this Is the vital question. It Is the question

which constitutes the Issue between two schools of economic thought In Amer-
ica-unemployment reserves versus unemployment insurance; "the American
plan" versus "the European plan."

What are the social Intendments of these two contrasted proposals? What
differences in viewpoint are involved?

ASSESSING THE ST XMICENT

Advocates of the European system generally express themselves as mainly
interested In adequate benefits. They take a defeatist attitude and regard
unemployment as unpreventable; or at least treat the prevention of unemploy-
ment as of secondary importance to Its alleviation. Regarding employers as a
class as responsible for unemployment, they propose to assess the cost of un-
employment upon the most efficient and least blameworthy' members of the
class.

As stated by the leading American advocate of the European system of uneni-
ployment insurance, Dr. I. M. Rubinow, in the Annals of the American Academy
of Political and Social Science for November 1033:

"If in insurance It is difficult to determine the average amount of unem.
ployment and the average cost of benefits and to establish a definite premium
rate and a dee.ice benefit scale, how much greater are the chances that a rAte
formula will work out In each individual plant reserve? The lucky or efficient
ones are liko'ly to havw more money than Is needed, and the others lMss than
is required tv pay thr, benefit scale."

Thus, Dr. Vubinow actually advocates penalizink the prevention of unem-
ployment.

Contrast the attitude of those who advocate the American system of unem-
ployment reserves. Their plan is designed not only to allocate social Costs
correctly, but also to encourage stability of employment.

Prof. John R. Commons is rightly regarded as the dean of unemployment ben-
efits In this country. From 1921 to 1931 he sponsored the Commons Unermploy-
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ment i surAnce bill in the Wisconsin Legislature. And then, as stated in chap-
ter I of Hour's Wisconsin Unemployment Insurance:

"The'most Important development of the year 1931 was the change of viewby Professor Commons. t * * Dr. Commons now reached and publicly an-
Iiblueed the conclusion that this end could not be attained if the indIvldnal
employer were permitted to insure his risk. Accordingly, an entirely new
idea was promulgated of requiring each employer to set up a reserve against
the payment of benefits for unemployment resulting in his own establishment
alone."

And aoar, a keen student of the subject, with an Intimate knowledge of
the praItical problems of the employee and the employer, and with a wealth
of experience with this type of legislation says in chapter XV:

"This new bill took from its opponents nine-tenths of the arguments which
they had successfully used for years against unemployment Insurance."

In the Annals of the American Academy of Political and Social Science
for November 1933, Prof. Paul A. Raushenbush, a brilliant intellectual who
will go far in the field of social economics, says:

"Since every program for the regularization of employment must come
to a specific focus in the Individual business enterprise, the American plan of
employer-financed company reserve funds is the plan most clearly designed
to Induce each business unit to exert its maximum efforts toward regular em-
ployment for Its men. No outsider can tell a good business executive just how
to run his plant steadily. But the reserve plan can assure him that if be op-
erates steadily and pays little or no benefits, his reserve will accumulate and
his contributions may drop or cease, while those of his Irregular competitor
will continue. Each employer's contribution rate varies directly with the
current adequacy of his own reserve to mWet his own unemployment costs. He
can be sure from the start of the full savings resulting from his own perform-
ance, which is never true under an Insurance scheme."

The pooling of funds-that is, the State fund-which Is an essential part
of the European idea of unemployment Insurance, necessarily sacrifices much
of the incentive to employers to regularize their employment und may actually
work In the opposite direction.

ST.nDYINO ZMPLO ENT

Recognizing the Justice of this accusation, Dr. Rubinow suggests the follow-
ing partial compromise:

"Authorization to vary premium rates Is based not only upon financial con-
siderations but also upon the purpose of meeting the Idea of regularization half-
way. This idea is that through a fluctuating rate, unemployment Insurance
may be made a factor In encouraging efforts toward regularization."

To which Professor Raushenbosh replies:
"Under any system of pooling contributions, the employer who regularizes

gets only a partial and uncertain reward for that achievement."
In the course of the debate on this subject in the pages of various magazines

bf political economy, more and more weight has gradually come to be given
to considerations of "social cost-accounting." These considerations may be
summarized as follows:

The basic idea underlying a system of unemployment reserves, as contrasted
with unemployment insurance, Is to allocate the cost of unemployment to spe-
cific industrial concerns. Regardless of the degree to which prevailing irreg-
ularity in employment can be eliminated, the proponents of the American plan
believe that it is highly important to make at least part of unemployment
a cost of producing specific commodities instead of an overhead cost of produc-
tion in general.

The reason for this belief is revealed by in analysis of costs from a social
point of view.There is today In the United States a wide variation In regularity of opera.
tion between different Industries, and between different plants within the same
industry. This means a wide variation in the degree to which Industries and
plants are themselves carrying the entire cost of their products and reflecting
that cost In the prices obtained. For example, the industry or plant with
widely fluctuating employlient repeatedly dumps some or all of its workers
upon the community. Unle&p thee workers can be utilized at such times in
other concerns or Industries, they must be supported by somebody. Correct
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social cost-accounting requires this to be done by the concern or industry for
which they are, In effect, a labor reserve. Otherwise such a concern or
industry is not paying the full cost of its production. Instead it Is In effect
receiving a subsidy.

A pooled insurance fund, raised by taxation or three-party contributions,
would formalizO and materially Increase the extent to which Irregularly operat.
Ing concerns and Industries are now thus subsidired. And the subsidy would
come largely from the more regular plants and their employees., The effect of
this arrangement could be definitely antisocial.

If the consumer buys the goods which appear to be the cheaper because the
selling price does not Include the full cost of producingthem, he may force out
of business the concern which really produces most cheaply, If all the costs are
counted-the concern which maintains Its own workers the year round without
being subsidized by the community or by other Industrial concerns.

Thus the effect of a pooled unemployment-insurance6 fund would be to confirm
and facilitate a species of unfair competition. Such unfair competition could
occur between plants in the same Industry or between Industries-either as the
product of one industry is substituted for the product of anotheror as all prod-
ucts compete for the consunier's dollar. Pooling would thul tend to promote the
survival of the concerns which are socially the least fit. ,

This danger Is evident when we think in terms of daily rather than yearly
wages. No one suggests that the wages of sweated workers be supplemented
from a pooled fund to which all employers, and perhaps all employees and tax-
payers, should contribute. Such a remedy would facilitate the cutthroat com-
petition of the sweatshops. And yet the proposal of a pooled unemployment.
Insurance fund is logically Indistinguishable from a pooled wage fund.

To this line of argument, the proponents of the European plan In America
reply that the worker Is more interested In Immediate protection than in the
long-range prevention of unemployment, or In the general welfare of the com-
munity. In this they are somewhat like the antlcontervatonlst politician who
exclaimed. "What has posterity exer done for me?"

INSURING I'NI>WUAL SOURCES

Nevertheless, It must be conceded that there is some merit to their argument.
It will have to be met. It I met by a suggestion which arose toward the end
of the 1934 Massachusetts legislative session, and which Is likely to be reflected
In a redraft of the King bill at the 1935 session. By this plan a very small
percentage of each employer's contribution to his unemployment reserve would
be diverted to a cooled fund to guarantee the solvency of all the various
Individual reserves.

For public welfare, then, it Is essential that each employer set up an indI-
vidual reserve for unemployment benefits rather than contribute to a pooled
State fund. A system of Individual reserves Is consistent with proper sccial
cost-accounting and will tend to stimulate, rather than to discourage, the reduc-
tion of unemployment. Such a system should prove more- equitable to the em-
ployers, as it would enable each employer to profit by his own efficiency, And
It should be more desirable to the working men, who are certainly more Inter-
ested In employment assurance than In unemployment Insurance.

Who shall contribute?
It must be conceded at the outset that unemployment Is a joint concern of

employers, employees, and the community. But from this premise it does not
necessarily follow that all three should contribute to a system of unemployment
compensation.

Inasmuch as the adoption of an unemployment-benefit system will relieve the
taxpayers of considerable expense, It Is only fair that they should stand some
of the cost of the new system.

Thus It seems proper for the State to stand the entire administrative cost
of the system.

But this should be the limit of the State's responsibility, lest the system
develop social evils which will offset its social benefits.

So long as the Statb does not contribute to the benefit funds the system can
be kept within reasonable bounds. But, If the State contributes, the system
Is certain to degenerate Ifto a creature of polities, an unlimited endowment of
idleness, like the dole of England and the corn laws of ancient Rome. Such a
system, in addition to the demoralizing effect It would have on the community,
is certain In th6 end to cost the average employer far more--in contributions

116807-35----70
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plus taxes--than the cost of a system to which employers are the sole
contributors.

Accordingly, although it is advisable that the State bear the entire adminis-
trative cost, it would be fatal to provide that the State should contribute any-
thing to the actual benefit funds. The Socialists propose that the entire cost
should be borne by the State, out of funds raised by graduated income and
inheritance surtaxes. So much as to contributions by the .State. What as to
employee contributions?

At present, in the absence of unemployment compensation, the burden of
unemp oyment falls almost entirely on the employee, with the community-not
only by relief-taxes, but also by loss of rents, store trade, and other business-sharing a large pert of the loss.

Under any system which can be devised--except one which sets the benefit
rates so absurdly high is to place a premium on loafing-the employee will
continue to bear the brunt of his own unemployment; so why ask him in addi-
tion to contribute to an unemployment-benefit fund?

But there is a further and more important reason than mere fairness why
employees ought not even be permitted-much less be required-to contribute
to a compulsory unemployment-benefit system.

Experience has shown that there is never any difficulty in getting employees
to understand that a fund, contributed by their employers at a fixed percentage
on pay roll, will not be able to stand unlimited drains, and that it Is not fair to
expect that It should do so. But, if the State contributes, there can be no ac-
ceptable excuse for shortages; and no amount of logical explanation can con-
vince an employee that a fund to which he has been required-or even per-
mtted-to contribute can with any Justice be allowed to become inadequate to
pay him full benefits in case he becomes unemployed.

Accordingly, the moment that the Government requires-or even permits--
contributions by employees to a State system, it thereby writes an unlimited
guaranty of solvency of the fund. If such a system be adopted, we can forecast
the following inevitable chain of events:

Sooner or later, due to severe drains brought about by a period of depression,
the fund will prove temporarily Inadequate to finance full benefits. The fund
will then be forced to borrow, and the only available source of loans will be the
State. These loans will be made with little or no expectation of repayment;
hence the system will rapidly degenerate into a State-financed dole, as in
England.

This result would be indefinitely worse from the public viewpoint, and In the
long run more costly to Industry and less advantageous to labor, than a straight
100-percent employer-financed system. Accordingly, the latter seems advisable.

The proponents of employee contributions argue that employees must parti-
cipate in order to assure reasonable adequacy of the fund.

But to a great extent, at least, adequacy can be obtained by selling up a sys-
tem of individual employee reserves, under which each employee would have his
own reserve which would suplement the benefits which he would be entitled to
receive from his employer's fund.

In the midst of this great social swing, let us preserve as much as possible
-of individuality; and, accordingly, refrain from supporting a system of employee
contributions which does not recognize individual saving and, therefore, is
merely a form of collectivism.
. Experience teaches that employees will participate voluntarily in setting up

individual reserves or savings; but, in any event, if compulsion is necessary,
it should be directed toward individual savings in the (orin of individual re-
serves rather than collective savings in the form of contributions to a pooled
fund.

Shall employers who establish adequate individual systems be exempted from
the State system?

This question is somewhat tied up with the vital question of pooling or segre-
gation of funds, for it is obvious that a State which sets up the European pooled-
fund system could not consistently permit certain employers to withdraw and
establish their own Independent systems. But a State which sets up the
American system of individual employer reserves could have no possible objec-
tion to permitting individual variants from the standard plan, provided only
that these variants satisfy sufficient criteria of equal beneficiallty.
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Accordingly, any advantages which we may now find in favor of permitting
individual variants from the standard system will constitute additional reasons
in favor of the American plan of unemployment reserves.

The advantages to the employer are self-evident. The freedom to choose and
adopt an unemployment benefit plan of his own will not only free him from
hampering restrictions in the conduct of his own business but may also ellmln.
ate unnecessary governmental control.

From the viewpoint of the employees, there will be the advantage that any
plan particularly adapted to the specific needs of the industry, In which they
are employed, Is more likely to be beneficial to them. Furthermore, now that
the N. R. A. has made employee-representation the rule rather than the excep-
tion any legislation which prescribed, In strait-Jacket terms, the details of the
employer-employee relationship would be Just as hampering to the employee
group as to the employer. What good Is the bargaining power granted by the
N. R. A. if another law promptly takes away this bargaining power with respect
to unemployment benefits?

And there are advantages from the viewpoint of the public as a whole. No
one legislator or economist, or group of legislators and economists, is wise
enough to devise an ideal unemployment-benefit system, perhaps not even a sys-
tem that will be passably workable. Only experimentation-years of it--can
produce the bIst.

Hence, the chief advantage of permitting Individual systems is that only by
permitting such flexibility will wholesale experimentation be possible.

But care should be taken to insure that this experimentation is carried on un-
der adequate safeguards, lest the permission to experiment degenerate into a
license to dodge fair and equal responsibility.

Wisconsin's law-the only one yet on the statute books-provides that the
industrial commIission shall exempt from the compulsory State system--
"any employer or group of employers submitting a plan for unemployment bene-
fits which the Commission findS: (a), makes eligible for benefits under the
compulsory features of this act; (b) provides that the proportion of the benefits
to be financed by the employer or employers will on the whole be equal to or
greater tham' 

the benefits which Would be provided under the compulsory features
of this act; and (c) is on the whole as beneficial in all other respects to such
employees as the compulsory plan provided in this act."

,Note the brof d equivalency introduced by the repeated use of the words "on
the whole."

Furthermore, consistent with the underlying theory that "employment assur.
ance is better that unemployment insurance ", the Wisconsin, law also permits
the exemption of individual plans which guarantee employment for 42 weeks
a year at two-thirds normal hours, rather than to provide for the payment of
benefits for unemployment.

Thus it Is seen that an unemployment-benefit law which permlts'the adop-
tion of special plans by individual employtrs under adequate criteria Is certain
to be as beneficial as a law which does not, and in addition will provide a sys-
tem which will have the following characteristics: , ,

1. Flexibility to meet ,the Individual needs of each industry;
2, Freedom from restrictions which would hamper the fullest cooperation I*.

tween employees and employers;
8. Requirement for only the minimum of bureaucratic supervision; and
4. Adaptability for social experimentation along constructive lines.
Accordingly, there appear to be overwhelming advantages from the stand.

point of employee, employer, and the State, in the American plan of unemploy-
ment reserves with segregated Individual 'emploYer funds, contributions by em-
ployers alone, and flexibility In the adoption of Individual plan. .

Unfortunately,'however, a small but well-organized group Is working strenu-
ously to propnote legislation in the various States along the lines of the Euro-
pean system. 'onsequently, unless there is a concerted countermovement to
support legslation based upon the American plan of unemployment compensa-
tiotf, employers may suddenly be saddled with the English dole system,

-The President of the United States ha$,recently announced his intention to
ask Congre" at its next session to enact laws providing for unemployment Con-
pensatl6n.- It may, therefore, be confidently expected that Congress wvill enact
sbch laws. .
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Hence it is imperative that employers give immediate thought to the problem
and determine for themselves whether they agree with the recommendations
made here.

If they believe that the American plan is the most constructive, they should
promptly, through their various trade organizations, Join with labor in support-
ing legislation for the establishment of the American system of unemployment
reserves and compensation.

The CHAIRMAN. The next witness is George B. Chandler, of the
Ohio chamber of Commerce.

STATEMENT OF GEORGE B. CHANDLER, REPRESENTING THE
OHIO CHAMBER OF COMMERCE

Mr. CHANDLER. May I state, Mr. Chairman, that as you know, I
come from a State which is fourth in point of wealth and population
in this Union and third in point of production, and I represent the
largest State-wide business organization in the State, comprising
every line of business, including agriculture, the learned professions
manufacturing, banking, and those groups which enter into normal
society. I represent some 4,000 members, and I represent over 100
local chambers of commerce which are members of our organization;
therefore we come to your committee respectfully, and I am sure you
will listen to some of our views even though they are not in accordance
with the obvious views of this committee.

May I first be permitted to indulge in two general observations:
first, that Ohio business protests against the coercion of the States
by the Federal Government as represented by the assessment on
pay rolls and in other ways. We deem this procedure repugnant to
American institutions, destructive of the historical relationships
between State and Nation, and calculated in the end to do permanent
harm and little immediate good.

Senator KING. Will you pardon me if I ask a question?
Mr. CHANDLER. Yes.
Senator KING. Didn't your State levy a tax on pay rolls for

insurance?
Mr. CHANDLER. For unemployment insurance?
Senator KING. Yes.
Mr. CHANDLER. We have not yet. It is being considered.
Senator KING. Is that not expressed in a report and in a bill

which was passed?
Mr. CHANDLER. In a bill which was passed? There has been no

bill passed by the Ohio Legislature.
Senator KING. That was recommended in a report?
Mr. CHANDLER. It was recommended in the report of a committee

appointed by Governor George White.
Senator CosrIGAN. Are you opposing that measure?
Mr. CHANDLER. We did at the last session of the general asembly,

because it would place us in competition with other States adversely.
The second observation is of a general nature, and I hope you will
be patient with me although it Seems more or less pittddtinous.
Ohio business believes that sgislation of this class will "prtnanently
weaken the fibre of the American people. Self-reliance has been
the key to American success. It has been the initiative, thrift, and
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self-sacrificing foresight of the individual and the family which has
brought this country to its roud position. And 1 say, "Proud
position". advisedly even in tte midst of this depression. We are
incomparably in a better position than any other nation in the
world.

This legislation starts this country on a pathway from which there
will be no retreat in the course of ihe next two generations. When
the time comes, as it surely mill, to reverse these policies, incalculable
harm mill have been done to the character of the population.

Only the other day when there was a blizzard in Now York, it was
impossible in this period of unemployment to get men to work. I
live in a suburb of Columbus, where men used to apply at the door
every day for work and we tried to give them work. No more apply
any more; there is no. application fof work.

Gentlemen of this committee, I want to say in all seriousness that
this Nation can recover and will recover from the economic depression
in which we are now floundering. We recovered in the panic of
1873, which ran for 6 years and wasabout as serious as this. We
recovered under our own power; but., gentlemen the loss to the morale
of the people through this period and through the methods which
have been adopted to alleviate it, is something which I will not say
is incurable, but whose result will persist for one or two generations;
it is the most grave situation which this Nation is facing. And, to
enter upon a broad policy whereby the individual is relieved of the
responsibility for his unemployment, for his old age, for the care of
his children, you are entering upon a pathway which has destroyed
other nations. The downfall of Rome started with corn laws, and
legislation of that type. I say that and I hope you will be patient
with these general observations.

While Ohio business as represented by our organization opposes
this legislation by the Government in Washington in toto, it respect-
fully makes certain suggestions in the event that it is the will of the
Congress that this legislation be passed.

The CHAIRMAN. Has this been submitted to the various branches
of your organization?

Mr. CHANDLER. Yes; and I am glad you asked that question.
Every conclusion of our chamber must pass through four stages;
first, research by the staff of the research department of the organi-
zation; second, reference of the subject to a special committee, in
this instance through our committee on stabilization; finally, an
action by the board of directors of the chamber, which is a body of
60 members, a miniature legislature which determines the business
policy, and where ordered by the board of directors, a referendum of
the members. We had a referendum on this general subject of unem-
ployment insurance about 2 years ago. In other words, it goes
through a very thorough study.

The CHAIRMAN. Did your organization oppose your State law on
unemployment insurance?

Mr. CHANDLER. We did, 2 years ago.
The CHAIRMAN. Did your organization oppose the old-age pension

in your State?
Mr. CHANDLER. Yes, sir; for reasons which I have stated here.
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Senator COVZENS. Were your membership unanimous in their-
conclusions?

Mr. CHANDLER. On the referendum, if I remember right, it was
overwhelming, but never unanimous, of course. ,

Senator COsTIGAN. Do you oppose old-age insurance on the ground
that it would weaken the fiber of the American people?

Mr. CHANDLER. Absolutely.
Senator CouzENs. What is your position with the Ohio Chamber of

Commerce?
Mr. CHANDLER. I am the manager, the secretary of the chamber,

and the statement which read comes from our membership and is.
eIgned by the president of the organization. However, I am here to
discuss unemployment insurance plrimarily.~When you take away from mankind the impulse to save for his own

S old age, you have destroyed one of the fundamental elements of human

character.
We are in agreement with the authoritie3 here in Washington, the

President's Commission, that the funds if you pass the bill, should be
deposited with the-United States Treasury.

The CHAIRMAN. You are in disagreement with the United States-
Chamber of Commerce, are you not?

Mr. CHANDLER. I do not think so.
The CHAIRMAN. Mr. Harriman representing them the other day

was very broad and very liberal in his observations in reference to this.
matter.

Mr. CHANDLER. Quite likely. I am not speaking for Mr. Harriman.
The CHAIRMAN. Mr. Harriman was speaking as the president of the

United States Chamber of Commerce.
Mr. CHANDLER. Yes.
The CHAIRMAN. You are a member of that organization?
Mr. CHANDLER. Oh, yes; but we are not bound'by the conclusions

of that organization, and I would be very much surprised if Mr.
Harriman's views regarding the general policy were not largely in
accord with our utterances, although he may have been somewhat
more tactful in his statement.
. Senator KINo. You still have some regard for the rights of States
in business as well as politically?

Mr. CHANDLER. We have a'lingering regard, Senator.
We are in agreement with the plan that it should be administered

through employment offices. We are m general agreement regarding
the provisions with regard to employees who are engaged in labor
disputes. We believe that it is generally fairly well phrased. We do
believe, however, that a person who declines to. accept the wage
provided in the minimum wage laws or in industry in which a mini-
mum wage agreement is in effect, should not be a beneficiary of this
fund.

That was an agreement of our committee.
We are in thorough agreement that a mau should not be barred

from joining a labor union of his own choosing, and, we make no
distinctions between company unions and the National Federation
of Labor.

Senator KING. Or not joining any union?
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Mr. CHANDLER. Or not joining any union; yes.. We believe in
the free ~ght of American citizens to do as they please.

We believe that the States should be given a wide latitude in the
passage of unemployment-insurance legisation, and that rigid rules
should not be laid down by the Federal Government to govern them
in the adoption of such laws.

We feel strongly, gentlemen, and I do not know that it is within
th6 jurisdiction of this committee, but you as Senators are interested
in it,-we feel strongly that in the event that vou levy a 3-percent tax
upon the pay roll and then if I read this somewhat be widening bill
correctly, In another place, about 1941, it will be a 2%-percent tax
for another purpose, making a 5- or 6-percent tax on pay rolls-and
if that is so, some tariff measure should be adopted to offset the
differential, because I come from a State which adjoins Canada across
the lake. We are in keen competition with Canada. In our organi.
zation some of the factories of our members are moving over across
the Canada border. We cannot stand a 5-percent differential. We
just passed a 3-percent sales tax in Ohio, and it operates in certain
ways which I do not care to take time to explain here, so that we
find that our industries cannot stand a 3-percent differential. So
in the event that this legislation goes through, something should be
done to protect American industry in competition with ot er nations.

Senator KING. You have not forgotten the fact, have you Mr.
Chandler, that until the Smoot-Hawley Tariff Act was passed, you
were selling to Canada from $850,000,000 to $900 000,000 worth of
our products, and many of them manufactured in 6Ohio, and Canada
did not protest against it, notwithstanding the fact that she was only
selling to us between $400,000,000 and $500,000,000. The differential
there was against Canada, was it not, and in our favor?

Mr. CHANDLER: That was trade supremacy, was it not? An actual
trade supremacy of a stronger industrial nation. There were not
artificial differentials, were there?

Senator KINo: There was a tariff.
Mr. CHANDLER. Yes.
Senator KING. I understood from your observation that we should

have practically a prohibition against any imports.
Mr. CHANDLER. We should make up the difference.
The CHAIRMAN. Did the Ohio Chamber of Commerce at that timo

take a position against those tariff increases?
Mr. CHANDLER. I do not remember. What was the date of the

Smoot-Hawley tariff?
Senator COUZENS. In 1930.
Mr. CHANDLER. We are in favor of a high tariff.
The CHAIRMAN. You are in accord with that.
Mr. CHANDLER. In strict accord with it.
Senator COSTIGAN. Is not one of the chief reasons for the move-

ment of American factories to Canada the desire of American manu-
facturers to utilize the Canadian and other markets outside the tariff
walls and within the Canadian tariff walls?

Mr. CHANDLER. I presume that is a motivating factor. And the
labor conditions. There are numerous reasons which cause the fac-
tories to move, but a 5-percent differential will be a very serious
handicap to impose upon Ohio business.
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Coming noW to the matter of old-ago pensions--
The CHAIRMAN (interposing). Pardon me:, Did you know that

Canada has a 2 percent turnover tax?
Mr. CHtANDLER. I am not familiar with that.
Senator CouzENs. It is a 6 percent gross manufacturers' sales tax.
Mr. CHANDLER. I am not familiar with that. I am not familiar

with the Canadian system, so I cannot answer your question.
In, the matter of old-age-pensions, we have an old-age pension law

in Ohio. We do not, ask for any grants in aid from the Federal
Government. We will operate it and see how it works out.

Senator COUZENS. How many have you? That is, on that old-age
pension roll; do you know?

Mr. CHANDLER. No; but I know that the appropriation was about
$5,000,000 for the remainder of the year in which it went into effect.

The CHAIRMAN. Is it operating successfully?
Mr. CHANDLER. I think so; yes. Successfully in the sense that

people are getting money who did not get it; that seems to be the
order of the day.

We do protest, however, against the supplementary part of the old-
age pension proposal, in which the United States Gover iment will be
projected into the insurance field in a large way. We believe in pro-
vidlng for the future by the ordinary and well-known and easily
ascertained avenues of saving. That can be done through innumer-
able private institutions, and just why the Federal Government should
go into the insurance business any more than it should go into numer-
ous other lines of business, I cannot quite see; in other words, we are
strongly opposed to the general incursion of the Government into
private business,

Regarding the other aspects of social legislation-and I am speaking
for myself and my own personal philosophy new-it seems to me that
the one form of this type of legislation which is defensible, is mothers'
pensions, because it is our philosophy that the family is the unit of
society and not the state which the.e other people dream about.
The State is not the unit of society--the family is the unit of society,
and the mothers' pension maintains the solidarity and integrity of the
family unit. We have had it for years in Ohio, and it has always
seemed to me to be a sound philosophy. Just how far the State
should go in supervising and aiding in maternity cases and child cases
is a matter for this committee to determine.

Senator KINO. When you say the State, you mean the Federal
Government?

Mr. CHANDLER. The Federal Government. There is a limit to
this you know, you have got to leave something for the hidividuals to
do, Mr. Chairman. We are going to create a society in which all a
person has to do is to be born and die and the State'is going to do it
for him. You will destroy the fiber o any civilization in that way.

I thank you for your courteous attention.
I have a statement here which contains the essence of our view-

point.
The CHAIRMAN. It will be put in the record.
(The statement referred to is as follows:)
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STATEMENT OF THE OHIO CHAMBER OF COMMERCE IN RE THE WAG-
NER-LEwIs BILL AND THE FEDERAL ECONOMIC SECURITY PROGRAM

The Ohio Chamber of Commerce, representing all classes of business in a State
which ranks fourth in the American Union in population and wealth, and third in
point of Industrial Importance, respectfully sdbiits the following observations
and conclusions regarding the economic security program of the Federal Govern-
ment and the Wagner-Lewis bill.

First, Ohio business protests against the coercion of the States by the Federal
Government as represented by the assessment on pay rolls and in other ways.
This procedure is repugnant to American institutions, destructive of the historical
relationships between State and Nation, and calculated in the end to do permanent.
harm and little immediate good.

Second, Ohio business believes that legislation of this class will permanently
weaken the fibre of the American people. Self-reliance has been the key to Ameri-
can success. It has been the Initiative, thrift and self-sacrificing foresight of the
Individual and the family which has brought this country to its proud position.
This legislation starts this country on a pathway from which there will be no re-
treat in the course of the next two generations. When the time comes-as It
surely will-to reverse these policies incalculable harm will have been done to the
character of the population.

CONTINGENT RECOMMENDATIONS OF THE CHAMBER

While Ohio business opposes this legislation in toto, it respectfully submits the
following recommendations, in the event that it is the will of the Congress that
some such legislation be passed:

(a) The chamber recommends that the Federal legislation on unemployment
Insurance should provide that all contributions collected by the States shall be
placed in the custody of the United States Treasury and be used exclusively for
payment of unemployment compensation.

(b) The chamber recommends that any Federal legislation for unemployment
Insurance should provide that the payment of unemployment benefits ioust be
made through public employment offices operated by the States in cooperation
with and under the supervision of the United States Employment Service in
accordance with the terms of the present Federal Employment Exchange Act.

(c) The chamber recommends that Federal legislation on unemployment
Insurance should provide that an employee shall be disqualified from receiving
benefits for any period during which he has left and is out of employment because
of a trade dispute still In active progress where he was employed; that an em-
ployee be disqualified from receiving benefits if because of wages and hour
schedule he refuses to accept work in any Industry in which a code is in effect
providing for a minimum wage, or In which Industry a minimum wage agreement
is in effect or in which minimum wage provisions are established by law.

(d) The chamber recommends that Federal legislation on unemployment in-
surance should provide that no employee shall be disqualified from receiving
benefits because of refusal to Join any union or because of holding membership
in a labor union of his own choosing.

(e) The chamber recommends that In any Federal legislation on unemploy-
ment insurance the contributions received from the employers of a State shall
be credited to and maintained as a separate account for said State; and that
the unemployment trust fund in custody of the United States Treasury shall be
invested and liquidated by the Secretary of the Treasury, who shall disburse
to a State, from that State's own account only, the sums needed for current
benefit payments under the provisions of said State's law.

) The chamber recommends that, in order,not to void plans already in
operation, Federal legislation on unemployment insurance shall establish by
law systems of unemployment insurance which, when complied with by em-
ployers, will exempt such employ era within such States from the Federal pay-roll
tax and shall permit the States to fix the amount of premium payments, whether
the contribution is to be from the employer only or employee cnly, or both and
make rules as to distribution of benefits, waiting periods, and such other admin-
istrative provisions as are necessary.
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- (g)"The chamber recommends that in ease of the enactment of national
unemployment insurance. legislation levying a Nation-wide pay-roll tax, that
the tariff be adjusted to protect American industries against the differential
created by the national pay-roll tax for unemployment insurance.

O1D-AOl PENSIONS

In view of the fact that Ohio already has an old-age-pension law, the Ohio
Chamber of Commerce opposes the pending Federal legislation proposing imme-
diate federal grants in aid to States for additional payment of pensions to
persons now past 65.
1 The chamber registers its disapproval of the entry of the Federal Government
into the field hitherto Occupied by private insurance by the two following votes:

(a) The Ohio Chamber of C6mmerce disapproves and opposes the Federal
compulsory contributory pension plan.

(b) The Ohio Chamber of Commerce disapproves of the Federal plan for old-
age annuities whereby the Federal Government would sell to Individuals on a
cost basis life annuities similar to those now issued by private life Insurance
companies.

OTHER SOCIAL LEGISLATION

The board of directors of the Ohio chamber deferred to a future meeting the
question of proposed national legislation dealing with maternal and child health,
care of crippled children, aid to child-welfare services, and public health.

THIl FOREGOING CONCLUSIONS BASED UPON MATURE STUDY

The Ohio Chamber of Commerce has been studying unemployment insurance,
old-age pensions, and related subjects for 5 years. In the summer of 1932, through
our important Icommittee on stabilization", we issued a report entitled "Ohio
at the Parting of the Ways." We also Issued various other statements bearing
on this subject.

When, on January 17, the press announced the Federal economic security
program, It was stated that ample time would be given to business to study the
subject. The Ohio Chamber of Commerce acted with all possible expedition.

The Wagner bill and the Federal report were first reviewed by the research
department of the Ohio Chamber of Commerce and a copy of such review was
mailed to all members of the chamber's committee on stabilization. Then the
chamber's committee on stabilization met on February 1, 1935, analyzed these
subjects and made a report to the board of directors. Finally, on February 13,
the board of directors met, considered the report, and made certain pronounce-
ments.

To give to this subject the respectful consideration which it deserves, it would
not have been possible to move faster. We found, however, that hearings before
the House Committee on Ways and Means were closed and the door of the
Lower House apparently barred. Fortunately, the Senate Committee on
Finance had not completed its hearings and our chamber Is given a hearing before
your committee today (Feb. 18).

HOW THE OHIO CHAMBER OF COMMERCE MAXES U? ITS MIND

Our chamber does not indulge In snap judgments. Every major conclusion
passes through the following states:

First. A factual investigation and report by the resekrch department and
staff of the chamber.

Second. Reference to the appropriate committee or committees.
Third. Action on such committee report by the board of directors.
Fourth. A referendum of the membership, when ordered by the board.
The board of directors, which is the policy-making body of the chamber, is a

miniature legislature. There are 63 members, of whom 15 represent the geo-
graphical district of the State, 8 represent chambers of commerce in the major
cities, 1 represents the Ohio As6ciation of Commercial Organization Secretaries,
1 represents the h he State, represent Manu-
facturing, 2 represent agriculture, 2 represent banking, 2 represent education, 2
represent insurance, 2 represent motor transportation, represents natural-resource
production, 2 represent the press 2 represent the professions, 2 repreIent puboio
utilities, 2 represent rail transportation, 2 represent zeal estate, 2 represent trade,
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2 represent watettransportatlon, and I Is the Immediate past president of the
chamber., There are aleo 8 offers of the chamber who are ex-officlo members
of the board, to vrit: The president, first vice president, treasurer, and five district
vice president.

We respectfully submit that the concluelons reached in this thorough way, by
a body of this character, in a State of the magnitude and traditions of Ohio, are
worthy of your Eerious consideration.

The CHAIRMAk. The next witness is Mr. Henry E: Jackson, of
New York.

STATEMENT OF HENRY E. JACKSON, PRESIDENT SOCIAL ENGI-
NEERING INSTITUTE, NEW YORK CITY

M\r. JAcKsON. Mr. Chairman and gentlemen: For 5 years I was
working in the Federal Government in the Department of the Interior
under Franklin K Lane, as a social engineer, working in the Federal
Government in the field of government and community organization.
Since then I have been Working as a social engineer in connection with
lare industries, trying to persuade them to adopt voluntarily ust
sueh a protection plan as this bill aims to compel them to adopt. For
example, 5 years 'ago I drafted and installed for the Westinghouse
Manufacturing Co. in Pittsburgh a plan covering 40,000 employees, a
scientific trustee community plan, which has been working success-
fully for 5 years, and they are so' pleased with it that they have
extended it to three additional subsidiary companies. They'are not
only pleased with it but they have discovered that it is not only not
a burden from expense but that it is a means of saving them expense.

Senator KING. You are directing your remarks principally to the
unemployment insurance, 'are you, now?

Mr. JAcKsoN. I am speaking at this moment on the retirement
annuities.

Senator KINo. Pensions?
Mr. JACKSON. Pensions. I merely say that to indicate that I have

drawn somematured conclusions based on a rather large experience
with industry, and after some very careful thought.

Senator COSTMGAN. Are there any evidences that your plan for the
Westinghouse employees was breaking down the moral fiber of those
employees?

Mr. JACKSON. On the contrary it is stimulating it. It is on a
50-50 basis, the employer paying half, the employee paying half, so
that the employees are preserving their self-respect and they are
taking part in its administration as well.

The CHAIRMAt. Is that largely on the same plan that the Eastman
Kodak people operate?

Mr. JACKSON. Somewhat; excepting that Westinghouse is operating
it wholly itself on a trustee basis involving no insurance company and
saving itself a'very large sum of money on that account.

I did not ask for an opportunity to come here and speak to you, but
in speaking to a friend of-mine, a Senator, he urged me to do it and he
wanted me to come.

The CHAIRMAN. We are glad to hear you.
Mr. JAcKsoN. Thank youi sir. I hesitated to come because I

thought you were already deluged with great numbersof suggestions.
The CHAIRMAN. That is quite true, too. [Laughter.1/
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Mr. JACKSON. But more particularly I hesitated to come because
I did not want to appear as a critic of this bill, because I am not. I
mean to say that I agree with its objectives heartily. I may say that
I am 100 percent in favor of its objectives, and about 75 percent
against the methods proposed in the bill of obtaining those objectives,
but I a pear as a very friendly critic. I never thought that I earned
the right to criticize any proposed measure unless I had something
better Jo offer as a substitute.

The CHAIRMAN. We will be very glad to hear your constructive
suggestions.

Mr. JACKSON. Thank you, sir.
Senator KINO. And your critical suggestions, too.
Mr. JACKSON. I believe I have a substitute plan to propose that

will be much more efficient and much more workable and infinitely
less expensive to the Government.

The CHAIRMAN. That is with reference to unemployment insurance?
Mr. JACKSON. That is with reference to the whole social-security

program, including all of the major hazards of industry, including
unemployment.

It is of course impossible in the short time that you could give me
to explain that, and it so happened that I was asked by the editor
of a leading magazine in New York to prepare an article making a
comprehensive statement on such a constructive social-security
problem, which might be a substitute for this measure, and I finished
it last week and I took it to him. Bpt since coming here and talking
to my friend who indicated to me what a serious problem this is for
this committee, I decided to withdraw that manuscript from the
magazine and submit it to you in the hope that it may help you do it.

The CHAIRMAN. We will be very glad to insert that in the record.
Mr. JACKSON. Thank you, sir. That states in orderly fashion a

constructive program and the figures and facts to sustain it.
I think I may be most helpful if I should take a few minutes to

just name very briefly, the chief yardstick principles which the
article expounds which I think would be helpful on this in the recon-
struction of this measure.

Senator KINo. Would you permit an interruption before pro-
ceeding?

Mr. JACKSON. Yes, sir.
Senator KING. Does the paper which you were kind enough to

furnish us discuss the question or the proposition as to how the
Westinghouse and these other organizations which have been set up
may be preserved insofar as they are valid and have merit and inte-
grated with any sort of an organization such as you indicate?

Mr. JACKSON. Quite so, sir. Using the Westinghouse experience as
an illustration of the cost and schedules and so forth.

Senator KINo, Thank you. Then I won't ask you anything
further on that.

Mr. JACKSON. I would suggest then some leading facts that might
indicate to you something that may be helpful if you would give the
paper very careful readin . While this document is in the form' of a
magazine article which will make it more comfortable reading for you,
it nevertheless attempts to be a demonstration like the demonstration
of the problem in geometry, that it is possible to eiiact a social-
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security IM"r4m .Witbut any doles, without increasing the public
dbt or the public taxes. I

That i.rather audacious, I grant, but that seeks to be a demonstra-
tion of that fact. That is to say, it 'can be made wholly self-sup-
porting.

That indicates further that it would be wise in my judgment if
this bill were divided into two bills or if that is not possible, certainly
into two distinct parts. It would be better in two bills. First,
those provisions which are permanent in their nature and which can
be made self-supporting. Those that are self-supporting only to be
included in a social "security program", because that is a permanent
thing and it would be in keeping with the meaning of social security.

Second, in the second part of the second bill, only those parts which
are designed to be temporary in their nature as a relief to emergency
need ana which calls for expenditure of money.

Those two separate measures are wholly different. They rest on
wholly different economic foundations, require wholly different sys-
tems of financing and administration.

They do not belong together. It seems to me it is impossible to
add them together any more than to add 3 quarts of milk to three-
quarters of a mile. It is a contradiction in terms. Therefore, I
would urge you to consider the separation of those two sets of
measures.

We may disregard now for the moment those measures which are
temporary or emergency relief. We all are agreed that we must
render assistance to less fortunate fellow citizens while it lasts, but
we can very well do that if we 'realize that it is temporary in its
nature, and especially if we can et going at the same time a measure
whieh will prevent the need of its recurrence. It seems to me that
no relief measure is economically or socially cound which does not
provide in itself a means of eliminating the need for relief.

Third, the articles seeks to show how we can get a much more
uniform measure throughout American industries, that is to say we
can guarantee a uniform social security program in American indus-
tries, and at the same time secure a much larger degree of free-
dom on the part Of the States in their cooperation with us than this
bill proposes. I think that is a very vital thing. As it stands now,
this measure calls not for 1 law but for 48 laws. But we do not
know what this law will be until the 48 States take action, if they all
do, which is somewhat uncertain. Therefore, instead of 48 laws
uncertain, we are to have one law which is certain, and as I say i
think it is a meaningless courtesy as stated in the bill, this courtesy
to the States, because the bill proceeds immediately to take almost
every bit of freedom from the States. I think the States ought to
have real freedom of action and the States can be utilized to function
in a very great way a necessary way, in a country the size of this
in administering a till like this, if we grant them the freedom, but
our great problem is how to get concerted action in the whole and
yet preserve freedom in the parts. I think we can do that much

tter than the way provided in this bill. The article seeks to do
that. '

Fourth, I think it is a bad economic principle and unsound as an
economic principle, for any measilre to state the amoutit of cost or
tax which if to be imposed on the industries for the cost of any
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ction program for the simple reason that nobody knows or can

now what the cost is. Therefore, I think that ought not to be in an
measure., I~stoad of that, all that is necessary is to statethe 'schedule
of required, benefits which an industry 'is asked to yield. That
schedule of benefits required to yielded-that is, all, and that is
sufficient, The cost of it will vary with almost every industry. For
example, for one illustration of a scientific annuity plan, the parent
company of the Westinghouse cost 1.3 percent of the pay roll, but for
a subsidiary, the Westinghouse Lamp Co., the identical same program
cost it 0.9 percent. That is a real variation.

Therefore, if we would just require industries to yield a certain
schedule of benefits and let them regulate the cost, allowing the
industries the freedom to use whatever methods they choose which
they think best to secure those results, so long as those methods are
sound, of course. An industry could operate it itself on the trustee
basis, it could use an insurance company if it wished or it could use
a State pooled fund if the State created a pool fund. It would make
no difference to us what method it used so long as it produced the
rbzuired results contemplated in the bill. There is just an illustration
of hov you can get freedom in the parts and yet concerted action.

Senator KINO. Your plan however would contemplate notwith-
standing the freedom which is given to industry itself to formulate
and execute these plans for social insurance, nevertheless the State
would have authority to proceed and create a pool or permit each
industry to function for itself.

Mr. JACKSON. Precisely. As supplementary legislation, it would be
most valuable in the administration of this Federal law.

Fifth, it seeks to show that an unemployment wage reserve plan
required to be set up by industries, ought to be designed and expected
to yield a protection only for that degree of unemployment which
you may call occasional unemployment or seasonal unemployment
that is to say a certain portion of an employer's employees are laid
off for 3 months or 6 months so that he may not overstock his market
with goods. Such a degree of unemployment is always an essential
factor in efficient management in industry. There always will be
that degree of unemployment and always ought to be. It is no problem
however if a wage reserve protection plan is set up to care for those
men over those periods. They are thereby regarded as a reserve
labor force, which is an important thing to him.

If all industries did that, that would take care of 2,338,000 employ-
eos, that is to say, the average yearly amount of unemployment exist-
ing between 1920 and 1029 inclusive, which is a very typical period,
both prosperous years and 'unprosperous years, wes that amount-
2,338,000.

You will please note that that would be no burden, it would znt be
a burden on industry.; that is not expensive for any employer that has
a production cost, to take care of these main hazards, like old age,
disability, and so forth-the four major hazards in American indust -
and the cost for those four programs is not burdensome, not burden.
some unless we make it so'by ourlegislation. It is not burdernsome,as
I say, and it is a proper charge against production C6sts. The de-
preciation of human machinery is a proper charge against production
cost, and can'be absorbed as a production cost, an ift 9i4 inditries
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are all on the same basis, I then there. is a fair basis of competition
and nonproblem. Our problem begins after that.

I wo' uld say that those four ought to be made wholly self-supporting
with no charge to the Government of any kind.

Now, our trouble begins at this point, When our volume of
unemployment came to be 4 or 6 or 8 or 10 million, this excess
volume of unemployment, it is impossible, of course not only unfair
but impossible, physically impossible, to expect industry to set up
any reserve then that would care for that excess volume of unemploy-
ment. It could not be done. Because that occurs not in consequence
of the operation of the industry as the seasonal unemployment, but
in consequence of the breakdown of our whole econonuc system, and
to make that very dramatic, when I installed the plan for the Westing-
house, their pay roll was $70,000,000. In 1932 the pay roll was
$28,000,000. The difference between $28,000,000 and $70,000,000
represents that differential. No industry possibly could be required
to set up a reserve then to take care of that amount of unemployment.

Therefore it seems to me we ought to include in this bill a way by
which that excess unemployment can be absorbed. It seems to me
that that is the real problem before the United States now, and there
is only one answer, gentlemen, please. This is not only a terrific
problem of the moment, but that is a continuing problem because,
these displaced workers are g9ing to continue to be displaced by
improved machinery. It is the thing we have to face primarily in
the solution of this problem. To provide a way by which these men
could earn their living-that is our problem.

This paper attempts to say what has taken me 20 years to concludIe,
namely, that the self-supporting homestead village is the answer to
that problem; wholly silf-supporting and costs the Government
nothing; self-liquidating debts. Two generations ago this Govern-
ment installed the homesteading policy by furnishing free land to
the men who were not absorbed in other industries and who wanted a
chance to earn a living. Those freelances are now gone, but the land
we have left; we have endless land left, not free but which can be
acquired upon such easy terms that it makes the solution of the prob-
lem perfectly feasible, and it can be demonstrated to be a self-liajuidat-
ing proposition. I go into that at some length, because I nink that
is the heart of that problem.

Just in passing, that is not only in my judgment a means of releving
immediately the unemployment problem and promoting the capital-
goods industries, making work all over the country in every way, but
aside from that it seems to me it is the most profoundly important
project from the standpoint of the national welfare and the develop-
ment of a self-reliant citizenship that this committee has ever been
called on to consider. I think it is the most important thing for this
Nation to consider now or at any time. I cannot go into that because
it is too big.

The implication of that, the far-reaching helpful consequences on
manhood, on childhood, on the future, is enormous.

Just for the moment I will make this little illustration. Owen
Young states it this way, which is very picturesque, very concrete,
and very good. When he went back to his village, the little village
in which he was raised, there used to be a village blacksmith, a village
shoemaker, apd a village tailor. He said that in hard times those
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men usually had their little homestead and i little ground and a cow
and their pig. In hard times they were no problem to anybody.
There was no dole, they got along very well, but now, he said, "I go
back there and those men are not there. Where are they? They
have been enticed or driven from those villages and congregated
around these industrial centers, living in little shacks on little lots,
20 by 30, and they have no cow, pigs, and no vegetable garden."
He slid, "Now, the employer did that for the sake of increasing his
profit, also to furnish shoes cheaper to society, therefore society
getting a financial benefit from that movement, and the employer
getting an increased profit from that movement, they have done it
at the expense of the village blacksmith." And Mr. Youngsaid:
"Therefore we owe the village blacksmith a debt. We ought to
undo that injustice."

As a matter of fact, there are of course many types of those home-
stead villages, but it seems so obvious that a homestead village within
4 or 5 miles of any industrial plant or city anywhere, with a little
homestead and 1 or 2 or 3 acres of land, and those employees who are
just given the right to acquire that on long-term amortization plan,
that little homestead, you see we have restored the condition that
Owen Young speaks about, which is a wise and sound course to pursue.
That little homestead itself, please to note, is a part of your social
security program, a really vital part, not only that, but it John Doe
has the privilege of occupying such a homestead, it would be a great
easement on the reserve fund set up both for the pension benefit and
the unemployment benefit. Neither the employer nor John Doe
would need to set up such a large reserve for those two purposes as
they otherwise would. So that it means immediate money to all em-
ployers all over America, and a great additional service to John Doe.

It just occurs to me that I forgot to mention this in passing. We
usually have segregated the idea of a pension plan from the unem-
ployment plan and considered it a different thing. I call your atten-
tion, please to note, the organic relationship between a pension vlan
and the unemployment problem. For example, if a scientific retire-
ment system was operating in all A in ustries, it would im-
mediately put on the retired list over 1,000,000 employees of 65 years
and over. That is the number I calculate are at the present time
engaged in American industries. Those men are taken off the regular
pay roll, but they are not put in the streets to die, they are put on the
pension roll. That makes immediately room for 1,000 000 other
employees to take their place. That takes care of a very large lot of
the unemployment problem, and it automatically keeps on doing so
in the future. That is a very important thing, too.

Senator KINO. Are you justified in assuming that the million men
to whom you have just referred to over 65 are employed?

Mr. JACKsON. Now employed; yes. I have those facts and figures.
Just one more thing: Incidentally if this bill were rewritten, I

mean a substitute bill rewritten, organized on the basis of self-support
wholly, that is the social security part of it, it would vastly simplify
the bill, which is a very important thing. It is almost impossible
for a man, it seems to me, to read this bill without suffering from
mental fatigue.

Senator KiNo. If he reads it twice there is more mental fatigue.

1114
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Mr. JACKSON. It reminded me when I first read it, of a remark I
made about a similar document. I said, "Some subjects are complex
by nature and some achieve complexity, and some have complexity
thrust upon them by.persons in whose interest it is to inject into such
measures an impressive incomprehensibility." It seems to me that
one of the distinguishing marks of this bill is its impressive incom-
prehensibility. I do not know how it occurred; I cannot imagine
how it occurred.

Senator COUZENs. We can tell you.
Mr. JACKSON. Thank you sir, T would like to see you afterwards.

[Laughter.]
President Wilson used to say that the function of experts seemed

to be to make utterly confusing, what everybody knows.
Senator KINo. The expert, you know, is the man that knows more

about leas and less.
Mr. JACKSON. Quite correct; ver good. Now friends I say that

es a serious matter, because in a bi that deals with a public subject
hoping to get the cooperation of the States and the cooperation of
industries, it ought to be understandable, and it ought to be made
understandable. It is a serious handicap when it is not so.

I want to say just one word in closing. I sympathize with you
men in the difficulty of your task, but I want to congratulate you on
the enormous opportunity you have. It is a very serious oppor-
tunity. I believe it is perfectly easy to write a bill that is under-
standable. I think it is perfectly easy to write a bill that would be
wholly self-supporting, without any public taxes or increase.

Senator KINo. Doctor, will you essay that task?
Mr. JACKSON. I would be very happy to.
Senator KiNo. I am sure some of us would be very happy to receive

your contribution.
Mr. JACKSON. I could make it clear and understandable English

but I am not prepared to translate it into the typical congressional
form. You have men that can do that..

I only have *one thing more. You know, 20 years ago England
faced just what we are facing here in this room now. England made
a profound blunder. It adopted a plan that was basically conspicu-
ously defective. They have spent 20 years in trying to undo those
defects. They have had 13 amendments, and it is still very defec-
tive. I beg of you gentlemen to consider whether or not if you cannot
save America from repeating that experience. It does seem usually
that the simple and direct way of doing anything is always the last
thing discovered. It is so in mechanical machinery, it is so in social
machinery but I beg of you to see if we cannot reverse that method
now and do it in a simple, clear, direct method, so that we will not
spend the next 20 years with a large army of administrators trying to
find out what the bill means and explaining it to others.

I think that that is all I have to say. I thimk that that is an impor-
tant thing, and I believe it is a beautiful opportunity. You can do
it. It is a little bold and clear thinking that is needed now.

The CHAIBMAN. It is very refreshing, Doctor, that you have
made it so simple for us.

118507-3,3..-.--7i
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SOCIAL SECURITY WITHOUT DOLEs--HOW UNEMPLOYMENT AS A PROBLEM MAY
Bz ABOLtSHxD WItrHOUT PUBLIc EXPENSE OR PUBLIC DOLES

By Henry E. Jackson, President Social Engineering Institute

GOVERNMENT BY DISCUSSION

The greatness of the Athenian Republic flowered at the western end of the
Agora, or Market Place, of Athens. Here was cut out of the solid rock a theater
open to the sky, large enough to seat 6,000 citizens. It was the Pnyx, the Place
of AssenAblers. The platform was a portion of the native rock, so pla,,' ! th:t to
ascend It a speaker must step forth from the body of citizens as froza among his
equals. While speaking, he wore a laurel wreath to indicate that temporarily
he was the teacher of his fellows. The citizen who succeeded him accepted the
laurel Wreath in turn. Thus the citizens went to school to each other.

Here was evolved the soul of the Republic. The name, Pnyx, means a fist
and was applied to the Forum, because as a fist is formed by the assembling o!
the fingers so the Forum enabled the citizens to operate with the impact of con-
certed action. It was the process used to develop social intelligence, to dis-
cover the nature and solution of public problems.

Our American Republic was designed to reproduce the Athenian Republic on
a larger scale. The essential formative principle of our democracy is, likewise,
government by discussion. Whatever their form of government, all nations are
in fact governed by public opinion. During the past 4 years, we have been en-
gaged in a national discussion on the subject of social security, which hitherto has
glared by its absence, and which the suffering entailed by the depression has made
still more glaring.

We have completed the first stage of our discussion, the stage preparatory to
action, and are now beginning the second stage, the stage whih is concerned to
discover the appropriate action to meet the determined dempond for a degree of
security against catastrophic hafards.

What our national preliminary'discusslon has arrived at is the fact that dom-
pulsory Federal legislation on a sbcial security program seems to be an unes-
capable necessity. Pressure through organized and intelligent public opinion
will compel action by the Government.

* THE ABANDONED MAN

The persistent continuance of the depression has made crystal clear to the
average industrial worker the social Injustice from which he has suffered as a con-
sequence of our industrial evolution. The fact that this social injustice may not
have been consciously inflicted on him but is inherent in our industrial system
does not make it any the less tragic or inexcusable, if unremedied. The eminent
head of one of our large industries has stated the essential nature of this injustice
with brevity and clarity. During his boyhood, he said, there existed in his
native village, a village blacksmith, a village tailor, a village shoemaker. They
had their little homesteads located on plots of ground sufficiently large to be use,
ful. During hard times they had the means of self-support to a large degree from
products of their cows, pigs chickens and gardens, and needed no do~ea. But
now these independent village workmen are conspicuous by their absence.
They have been driven or enticed from their village and congregated in factory
centers, They live in rows of little monotonous-houses built on bits of land little
bigger than the houses, and like the houses they too have dwindled down into
substitutes for the specialized pieces of machinery not yet invented. During.
had times now they are humiliated by dependence on private or public doles.
Our American democratic theory of self-dependence has been destroyed.

Whether this industrial evolution is a movement upward or downward Is a
debatable question. What concerns us here is that this industrial process has
yielded increased profits for employers and cheaper products for consumers, but
has been ruinous to the village blacksmith. The financial advantage to Industry
through increased profits, and to society through cheaper goods has been boughtat the vilage blacksmith's expense. •

1 e has been separated from "Mother Earth" as his source of protection in
need, and has been abandoned to the control of adverse forces over which he has
no control. Does not our sense of fair play and sportsmanship compel us to
conclude that industry and society ought to be able and willing to compensate
the village blacksmith for the injury he sustained in the process of benefiting
them both? But hitherto he has been the abandoned man in the process.
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He refuses to be abandoned any longer. The crystallized public opinion sup-

porting his demand is moving with the Irresistible might of the law of moral
gravitation. This great and terrible depression has burned this social injustice
deep into the souls of millions of citizens. The moral sense of the nation, Including
the moral sense of a large number of employers, cannot suffer this Injustice to

unredressed. It is this moral protest against an obvious and unbearable
nustce, which furnishes the dynamic motive back of the demand for a national

plan of social security. It seems to me a totally blind misreading of the signs of
the times unless we vividly realize that this demand has gone far beyond the
stage of compromise or expediency or optional choice. It has arrived at the
stage of an outraged moral sense over a primitive Injustice. When any demand
reaches the simple stage of moral passion, It is not to be denied. Public opinion
in its behalf is expressing itself in terms disturbingly similar to the burning words,
applied by Emerson to another industrial conflict, which two generations ago
involved us in a needless and preventable civil war; words like the following

"God said, I am tired of kings,
I suffer them no more;

Up to my ear the morning brings
The outrage of the poor.

"My angel-his name is Freedom-
Choose him to be your king;

He shall cut pathways east and west
And fend you with his wing.

"But, laying hands on another
To coin his labor and sweat,

He goes In pawn to his victim
For eternal years in debt.

"Pay ransom to the owner
And fill the bag to the brim.

Who is the owner? The slave is owner,
And ever was. Pay him."

IDEALS IN A CASH BOX

The fixed determination of the great mass of average citizens to right a moral
wrong, while sufficient, is not the only reason why the adoption of a national
social-security program seems a foregone conclusion.. Eonomic pressure on the
part of employers is lkewise operating powerfully in its behalf. To support
millions of citizen in idleness at public expense creates a huge tax burden, which
naturally falls most heavily on the employng class of citizens. Employers are
beginning to discover that the injustice done to John Doe has destroyed his
buying power and has robbed the employer of customers for his products. Em-
ployers are also beginning to discover that a distinguishing function of a sound
andadequate social-security program Is to create and sustain n mass buying power
at a time when it is most needed. The pocketbook motive Is a powerful ally in
the movement to undo a social Injustice.

These then are the two powerful motives, which will guarantee the adoption of a
national social-security program; the people's desire to undo a social injustice,
and the employer's desire to undo an economic blunder. It will be just as
advantageous to employers as to employees. It would not be complimentary to
us to suppose that we will not undo a social Injustice, until we see that It pays
finanially to do so. We need question no man's motive except our own; we
need only to observe in passing the interesting fact that to do justice pays finan-
cially. In this case the mass desire for social justice, and the employers' desire
for mass markets are riveted together, and both are working for the same desired
goal. "If you see deep enough you see musically" said Carlyle. As soon as we
examine the problem of social security basically, we perceive that the Interests
of all classes involved in it are harmonious, thatit is advantageous to employer,
employee, and the Nation alike.

For these reasons the necessary conclusion seems clearly to be not only that we
ought to have, but that we will have, a social.security plan made national by
compulsory legislation. By common consent we have entered the second stage
In our national discussion of the problem. We no longer debate whether or not
we shall have a plan. It is generally agreed that we shall. The question we are
now beginning to consider is what kind of a p!an we ought to have. It Is, there-
fore, relevant to submit for public consideration a definite plan of social security.
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Certain plans on one or another industrial hazard are already before the public,
and many more will no doubt be presented both In and out of Congress. This
is all to the good. The national policy involved In this proposal is so new and
far-reaching in its effect, it has such large possibilities for stabilizing American
industry, and it is so easy to make critical blunders in drafting it that no pains
should be spared in discovering a sound and adequate plan. Let us examine
suggestions from all quarters, and out of a thoughtful discussion the best plan
will finally emerge and, by common consent, can be adopted. Congress ought
to do nothing in a hurry, because the issue involved is one of the most important
ever p*sented to the Nation for a decision. It is my conviction that it is entirely
possible to draft a plan that is so structurally sound and adequate that it will
not have to be changed after its adoption. It will, of course, need to be modi.
fled and adjusted progressively in its detail provisions as experience may require
but not changed in Its essential structure. If we are honest with the facts and
with ourselves we have sufficient social intelligence to determine beforehand
what goal we desire to reach and the best road for reaching it.

As yet no scientific comprehensive plan, covering the chief minimum number
of hazards to meet the needs of social security has been presented for our con-
sideration. Several plans have been proposed in Congress. Many more will
doubtless follow. One State has ado pted a plan. Some of them seem to me to
be glaringly defective, some of them nave real merit, no one of them is without
some merit. But the defects of long-term plans involve consequences of so much
potential danger that no pains should be spared to discover a sound plan before,
and not after, it is adopted.

The distinguished plan now before Congress is the plan prepared by President
Roosevelt's committee of experts and embodied in "The Economic Security
Act", introduced in Congress by Senator Wagner. The mere fact that such a
plan was devised and recommended to Congress in itself marks a conspicuous
and significant stage in our progress toward social justice and economic widsom.
It o pens a new chapter In the social history of the United States, a chapter that
in all probability never will be closed. The President's courage in opening it
has placed the Nation permanently In his debt.

Tge objectives of the plan are so altogether desirable, and the President's
devotion to them is so sincere, that one hesitates to offer any criticism at all of
the method proposed for securing these objectives. But the President's sincere
devotion to these objectives will Insure his eager acceptance of any different
methods which may more effectively achieve them.

The origin of the administration's plan is similar to that of the social-insurance
plan of England. The English playk was the joint composite product of social
workers, experts, politicians, and business men. In consequence, it is only
natural that its marked characteristics should be that it is complex; that it is
formulated on porhouse standards; that It combines relief doles with self-support-
ing annuities; that it Is actuarially unsound; that it commits the Government
to uncertain and Increasing future expense- that it is not self-supportint- that
it requires an army of office holders to administer; and that it makes no attempt
to remove the cause of unemployment but only to relieve the suffering produced
by it. Our American plan has been handicapped with one additloval factor of
wasteful inefficiency, which the English plan did not have to face, that is, the
assumed necessity that the States be co-makers of the plan, so that we cannot
know what our plan is until after the 48 States have adopted their own measures.

All of these essential defects could be eliminated before and not after the plan
starts, but it Is quite improbable that they will be, because of the composite
forces sponsoring the plan. The simple effective way of doing anything or
solving any problem is almost invariably the last thing discovered and is the
result of laborious effort. This has been true in the development of mechanical
machinery and also of social machinery. In the slow process of emerging by
painful experience out of the complexities and inefficiencies of the proposed plan
into simple direct effective methods, nothing is more helpful than to keep before
us the type of a simple efficient plan as a goal, toward which we may progres-
sively advance as a desired goal. The most helpful criticism one can make of
other plans is to offer a yardstick of basic principles to Judge them by, and
exhibit these principles in a concrete plan of his own, which he believes can
efficiently achieve the conquest of insecurity.

Such a plan I am about to present. It is the product of long experience and
careful study. It sounds audacious to say that I do not think it is a pretty good
plan, but the best plan there Is. If I did not believe it to be the best, how ould I
offer it at all? But it is offered in the hope that it may be of some service in help-
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ng us to secure a plan, which Is oven approximately good. This is the most that
we can expect, because Congress naturally has to operate on the basis of the
lowest common denominator.

All men naturally desire a degree of economic independence. A degree of
economic Independence after a lifetime of work is the natural birthright of every
citizen. All men naturally desire and deserve a degree of social security against
catastrophic hazards, against which they individually have no adequate defense.
If you ask anj average employee what fears spoil his happiness most and minimize
his efficiency as a workman, he invariably answers: The fear that I will lose my
job that after working allm life, I wi. be dependent In my old age; that my
death may leave my family mn want; that my disability may rob my wife and
children of their breadwinner. These are the fears most on his mind. My con-
clusion Is that the four chief risks, which the evolution of modern industry has
caused to be progressively more hazardous, are death, disability, dependence In
old age, and Involuntary unemployment. These are the essential risks to becovered in a social-security program, because the greatest of these hazards Is unem-
pl oyment, and the other threeare so organically related to It, as we shall see, that
there can be no adequate and wise security against unemployment unless they are
Included In the program.

YARDSTICK PRINCIPLES

For the sake of clarity I first state a few facts, which ought to serve as forma-
tive principles to guide the construction of any plan which may be adopted if it
Is to avoid basic defects and dangerous consequences.

1. Social insurance against industrial hazards, and relief for those in want are
radically different idea and cannot be included In the same program withoutserious Injury to both.

2. A public dole to those in need is a substitute for the poorhouse, but a benefit
paid under a social-insurance plan is an earned reward for faithful service. The
emergency requiring doles can be safely treated as temporary, because we can
remove its cause and terminate it.

3. The risks involved In the hazards of death disability, and dependence in
old a:ge can be ascertained and calculated and their expense budgeted, but theriss in the unemployment hazard are not ascertainable, and protection against
them can be secured not by using the insurance principle but thebanking principle.

4. It is a financial fallacy for a legislative measure to Impose on employers any
definite cost of a social-insurance program, but should specify only the schedul
of benefits to be provided, because the cost of the same program will vary greatly
with the nature of the Industry and the methods of operating the program.
5. It Is not humanly possible for industries to provide a reserve fund sufficient

to cover the large volume of excess unemployment which exists not in consequenceof their natural operations but in consequence of the breakdown of our whole
Industrial system. No social-insurance plan, therefore, is feasible unless it
provides a way to absorb such excess of unemployment.

6. The cost of a scientific social-insurance plan is a proper charge against
production costs and may not be an added expense to Industry but on the con-
trary a means oY saving expense, without taking into account that it is an effec-
tive means for creating and sustainin mass buying power for the products of
Industry at a time when it Is moat needed.

7. It Is possible that a national social-insurance lan can be made to be entirely
self-supporting and eliminate the use of doles, andnot add to the public debt or
increase the tax rate.

It is on the above basic principles that the plan hero proposed has been con-
structed. Any program to be effective and economical ought to cover three
large classes, which suffer from the hazard of unemployment; worn-out workers,
whose unemployment is due to old age; seasonal workers, whose unemployment
Is due to the natural fluctuations of industrial process; and displaced workers,
whose unemployment is due to Industry's Inability to absorb them. In the
Irt and third classes the unemployment is permanent, and In the second class
lis temporary. As we proceed to exhibit a definite social-security plan, It will
become Increasingly clear that these three large classes, while suffering from the
same hazard of unemployment, face distinctly different types of unemployment,
which require different types of protection. If a social-security programproperly
Protects all three classes, unemployment as a problem can be abolished perma-nently, and we cannot morally or financially afford to make anything less than
this to be our goal, especially when we discover that this goal can be achieved
without any public expense.
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WORK-OUT? WCUKDI.5

In constructing a remedy for the problem of unemployment, the place to begin
is at the beginning. It will doubtless be surprising to many, If I maintain, as I
do that In the attack on unemployment the logical and easy beginning is an
old-age retirement plan. The organic and causal relation of a pension plan to
the abolition of unemployment is as yet realized by almost none, but the facts
are so obvious that they only need to be stated to be accepted. Is it not clear
that if older employees past the normal retirement age were honorably separated
from tjie service with an earned annuity, positions for other and younger em-
ployees would be available and unemployment decreased to that extent? This
la what industries as a whole do not do. because they do not have scientific
retirement plans in operation. When an industry's retirement plan is on a
haphazard charity basis instead of a scientific reserve basis, as almost all of them
are, the invariable consequence is that they retain worn-out workers in the
service far beyond the period of their usefulness, because it is a painful process
to pay the retirement benefit- because employers -are too kipd hearted to turn
them out on the street like o1d heniea to die; and because if they did it would
cause a revolution among their employees, which would be more expensive
than retaining worn-out workers on their pay roll.

Is the number of worn-out indkstriai workers, who ought to be retired to make
room for other workers, sufficiently large to alake their retirement a real factor in
decreasing unemployment? Contrary to the general impression, it is. From
data supplied by the United States Censuis Bureau, and typical industries, I have
made a conservative estimate which shows that in Amerbin industries at present
there are 1,015,388 employees who are 65 years old and over. This byproduct
and necessary consequence of a scientific annuity plan renders a conspicuous
service to abolition of unemployment. D~iring depresfons of ordinary severity,
the decrease in unemployment to this extent would constitute an impressive
percentage. It should be noted that the number of unemployed would not only
be decreased to this extent by the adoption of sound annuity plans, but would be
kept automatically decreased to this extent.

Do not these facts compel the conclus!on that the first natural item In a social-
security program is a scientific annuity plan? It eliminates a large bloc of tho
unemployment problem to tegin with and does it most easily. The thin edge of
the wedge is its efficient end. A pension plan would meet less reaistence than any
other item on the program, because employers everywhere realize that It is not
only a fair, but a necessary equipment of industry, wholly apart from its relation
to (he unemployment problem. This is indicated by the fact that there are now
about 100 volunteer plans operating in the United States. Itis true that elements
of merit In these plans glare by their absence. Almost without exception these
home-made plans are basically defective, unsound financially and inefficient in
operation, satisfactory neither to employers nor to employees. They are not
cooperative and therefore they yield very'inadequate retirement income; they are
not secured by a reserve, and therefore are itot dependable; their benefits are
distributed as gratuities or charity doles, and therefore are morally damaging to
the benefactor and beneficiary allke; their cost is annually mounting to an sin-
knowable extent- they provide no way by which to charge off as an operating
expense the pension liability arising out of each year; they have certain conditions
attached which nullify the good effect they might otherwise have on employees,
snd therefore yield a verv inadequate return on the money expended.

The economic justification for a sound annuity plan can be stated in a sentence.
It enables an employer to eliminate superannuation from his plant at a time
when the good of the service requires it without doing his employees an Injustice.
A few employers have discovered that such a plan may not be an added expense
at all&, but rather a means of saving expense. The Federal Government, there-
fore, without any misgiving can require the general adoption of sound annuitV
plans, because employers who have not already discovered that they are finan
cisily advantageous to them are certain to make this discovery from experience.

What i. a sound type of plan with a fair minimum schedule of benefits, which
the Government could properly require Industries to adopt? To be considered
sound and effective for its purpose, a plan, in my judgment, should be con-
tractua cooper native and secured by a reserve fund actuarially calculated to be
sufficient. The employer as his share should provide a retirement income equal
en the average to I percent of the employee's wage for each year during his
whole period of service . To simplify the matter, let us call these apnounts,
provided each year by the employer, annuity units. They are deferred annuities.
An annuity unit is one which yields an income of $1 per month, beginning at
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the normal retirement age of 65, and lasting for life. The employer provides
each year 1 annuity unit to workers receiving $1,200 a year; 2 annuity units to
workers who get $2,400, and so on to the $7,200 worker who receives 6 units.

But a few lower-salary classes receive more than the percentage schedule of
benefits and a few higher-salary classes receive less. Tbis result is achleed by
assuming, for purposes of the' pan, that no employee receives less than $1,20
a year or more than $7,200. Thus one annuity unit per year Is the least any
worker can receive and six the most.

In order to use educational methods Instead of compulsion, an employer ,can
stipulate that employees, who buy each year for themselves as many units as
th employer provides will receive as a bonus one-quarter unit for each unit so
bought, on the theory that It Is better to reward men if they do, than to punish
them if they don't.

Thus If employees cooperate with the employer, such a plan is designed to yield
to average employees a retirement Income equel approximately to 50 percent of
an employee's average salary for a normal period of service. For example,
John Doe enters the plan at age 35; his wage is 8100 per month and for the sake
of the illustration, we assume his wage remains the same for his 30 years of service
until he Is age 65. Each year his employer buys I annuity unit, and If he buys 1
for himself, he receives 73 units extra as a bonus. Thus at age 65 he will have
6734 units, which will yield'him a life Income of $67.50 per month or 67% percent
of his average wage. By thus organizing the plan on a cooperative 50-50 basis,
we halve the expense to the employer, and double the return to the employee for
the money he Invests.
- In order to safeguard the employer against the temptation to discharge an em-
ployee before he reaches retirement age to avoid paying him his annuity, the
plan should stipulate that any employee, who has served 25 or more years has a
vested right in the annuity units to his credit, if before he completes his full term
he is separated from the iervlce for any cause 'and that his annuity units will be
matured and paid just the same as if he had remained until retirement age.

Employees who leave with less than 25 years of service receive the full amount
of their own deposits plus interest compounded at 4 percent. Thus the plan is a
good savings plan for employees, who leave after a few years of service, and a
guaranteed life-Income plan for those who complete a 25-year term, a full term
of service.

Such a plan is efficient and inexpensive. Its character value and money value
have both been demonstrated in actual'practice. The cost will be considered
presently. We are here concerned to indicate the minimum schedule of benefits,
which a social security program ought to provide.

It should be noted that the life annuity paid under a plan so organized Is In no
sense a dole or charity. John Doe with, his own money buys his half of the
Income. The other half of it, furnished by the employer, Is justified on strictly
bissiness grounds. It enales him to prevent the waste of hidden pensions to
eliminate inefficiency from his plant honorably, and to decrease his pay roll at no
extra cost, when emergencies make It necessary.

In the classification of worn-out workers, we should include workers who are
temporarily worn out through disability and workers who are permanently
worn out through death. This means that an annuity plan should have attached
to It a death benefit and a disability benefit, that is group life insurance and
disability insurance, both of which may properly be classified under the caption
of the unemployment hazard. When a worker Is disqualified for work onacewnt
of his disability be is unemployed for such a period. If a family loses its bread-
winner by death, it suffers hardblp because of his permanent unemployment.
All workers who suffer from the hazards of death, disability and old age, are
accurately described as worn-out workers and should be protected in the way
here indicated, as the natural obligation of the Industry In whose service they
have been worn out.

An employee is exposed to the hazard of disability any time, and therefore,
the disability benefit should be made available during hit entire period o( service
and cease only when his retirement benefit begins. This program is an advan-
tageous to employers as to employees. 'The relationship of- life insurance to
Snnultles is reciprocal. They are exact opposites and complementaryIn their
fnancial operation. What thq reserve fund loses on one, It gahns on the other.
If John Doedies, the fund pays the death benefit, but riot the retirement benefit;
If he lives , it pays the retirement benefit, but not the death benefit,

It is suggested that a fair and feasible minimum death benefit would be an
amount equal nthe average to about I year's wage, and a wise and workable
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disability benefit would be an amount equal on the average to one-fourth of the
monthly wage and payable while disability lasts, but not after the pension
benefit begin.

The organic and logical relation of the death and disability provisions to a
scientific annuity plan may be described with brevity and clanty in terms of
John Doe's experience. John Doe's goal is to acqulre a degree of eoononilo
Independence after a lifetime of work. His employee a goal is to assist John Doe
to acquire such independence so that he may be retired from service when the
efficiency of the industry requires it.

But An John Doe's way to this goal he may meet two hazards which will defeat
his purpose; one is death, the other is disability. In order, therefore, to insure
hispurpose, protection against these two hazards should be attached to the an-

temporary provisions, to be discarded when John Doe arrives atretirement age and his annuity benefits begin.
Of these three items in a scientific pension plan, the annuities come first in Im-

portance, beth for the employer and employee. Sickness is preventable; death
may or may not be an advantage, but want and humiliation in old age, Ithe bitter-
ness of eating other peoples' bread and climbing other peoples' stairs at night" is
certain tragedy to John Doe. To his employer it means beth moral embarrass-
ment and economic waste. Thus the evil consequences of unemployment, due
to death, disability, and old age may be removed or mitigated by a compreen-
sive annuity plan as indicated.

SEASONAL WORKERS

The next type of employment which can be abolished as a problem by sys.
tematic and Inexpensive protection is unemployment due to the natural and un-
avoidable fluctuations of business. It is occasional or seasonal unemployment,
lasting for irregt lar brief periods. Such occasional unemployment always has
existed and always ought to exist for efficient operation of Industry so that pro-
duction may be ,,4justed to consumption. We, therefore, cannot abolish un-
employment altogether, but we can altogether abolish it as a problem by furnish-
ing protection against this hazard.

Let us here note the fact, which will be considered later, that It is only occasion-
al unemployment that can be covered by systematic protection. The only suit-
able and dependable type of protection for this type of hazard is a wage reserve
plan which will enable seasonal workers to subsist for periods of I year or less
and be sustained as a reserve labor force undeteriorated and ready for use when
the slack period is ended.

A fair and wise wage benefit during occasional periods of unemployment would
be an amount equal to one-half of the average current wage during the previous
5 years and payable for I year if the required reserve has n completed, or for
shorter periods while the reserve is being accumulated.

The protection on the three hazards of death, disability, and old age can be
operated on the insurance principle of pooling the risk. It can be calculated and
the expense involved can be ertained and budgeted. But to the unemployment
hazard it s not possible to apply the insurance principle. It is not an insurable
risk. It involves elements which it is not humsanly possible to know or calculate.
The term "Unemployment insurance" therefore, Is false and contradictory. Any
plan attempting to apply It must be unsound and is unsafe unless the taxing power
of the State guarantees it. Even then the expense involved can never beknown.

But what cannot be done on the insurance principle can very easily be done on
the banking principle of a limited liability. On this basis the idea. to build up
during 5 or 6 prosperous years, a reserve fund definitely calculated to yield
specified benefits for a speeiled tine.

While the actuarial principle can never safely be applied to the unemployment
hazard, the insurance principle of pooling the risk can be applied to this fluctuating
risk, if industries are willing to obligate themselves to meet the possible deficits.
All the industries of a State might contribute a fiat percentage of pay roll to a
State fund, and If one Industry had 100 unemployed for 3 months and another
industry had 500 unemployed, the specified wage benefit would be paid out of the
common fund to both groups of unemployed alike. This of course, could be
done, but I believe it is an unjust and unwise procedure. The employer who, by
hisingenuity and effort, regularizes his employment fll be furnishing funds to

y he employees 6n emI kes no such effort. Thus the applica-on e n p I defeats tide jnlkry pu
of th pll, tO deerphe ln, which is cae netnployentto a manageable volum n not

merely to relieve it. If my 6mvloyer can draw from a common fund mote tha
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he contributes to it, we remove from him, the chief incentive, the pocketbook
motive, to stimulate him to prevent unemployment.

It seems obvious that this risk is not the kind of risk that can be safely pooled.
Unemployment is a preventable calamity. It is a man-made hazard, and hence
is essentially different from the hazards of death and old age, which are not
man made, but operate by natural law in an orderly way and can be estimated.
The only feasible method is a wage-reserve fund, which yields stipulated benefits
for a specified time. Thus only can the maximum expense be known and budgeted.

These then are the four major permanent hazards which ought to be covered
by a permanent protection program in all industries, death, disability, dependence
in old age, and occasional unemployment. Whatever other hazards we may or
may not at any time include in a social-security program, these four ought at
least to be covered first, because they would eliminate approximately definite
sections of unemployment due to known causes, before we attack the new and
difficult types of unemployment, and because the programs covering these four
hazards can be made self-supporting without any expense to the Government.

WHO PATS THS COST?

The cost of theee four programs is definitely a production expense and a proper
charge against the depreciation of human machinery. The necessary conclusion
is that the cost should be paid by industry as a regular operating expense

The expense of this protection should be paid by industry rather than by tax-
payers as a charity to employers not only because it is Just, but because this
program is a financial advantage 1o employers. The economic justification of a
scientific annuity plan Is that it enables an employer to eliminate superannuation
from his plant honorably, when efficiency requires It, and thus is a means of decreas.
ing expense. The economic Justification of a reserve fund to maintain a reserve
labor force is that it saves the expense and time of collecting and training a new
labor force, an important factor in certain types of industry. The ecoi0mlg
justification of the whole program is that it is the effective way of creating and
-aintainng mass buying power, thus preventing depressions-or mitigating their

severity. Prevention is better than cure and cheaper. A few progressive employ-
ers have discovered that such a protection program pays finaueialy, and.alntelligent employers will eventually make the sme discovery.

It seems clear enough that this is an operating expense of industry, but should
It be paid by the employer alone or shared with the employee? Hitherto many
employers have preferred to pay the whole cost themselves, because if employes
participated in the cot they would have the right to participate in the manage-
ment of the plan. "Vho pays the piper, calls the tune" 8ome employers are

willing to pay the piper, because they want to cel the tune.It seems to mea decidedly wiser policy for the cost tobeshared Jointly on a

50-50 basIs as near as may be, so that it may be on a self-supprting and self-respecting basis. Thu the cost to the employee is halved and the return he
gets is doubled. Moreover mf the plan is operated by the industry itself on the
trustee basis under the joint management of employer and employee, the cost to
both ii the lowest that is possible.

It Is maintained by some that the employer ought to pay the whole cost, because
it is passed on as an Increase In the cost of goods t9 consumers. Employees,
bdngonsumers, would thus bear their share of it., But if they also paid fortheir share Of the program, they would be paying twice. bThis sounds like a

plausihte argument. But it. merit is apparent1 not real, It rest. on a fallacy.
t may or may not be true that the employers share of the cost will be paseo

on to consuners. It may come from 8 decrease in dividends to stockholders, or
in surplus, or in higher salaries. But assume that it i. added to the cost of goods.
All operating expenses, wages, salaries, dividends1 have to come from the proceeds
of th business. They can come from no where else.. Doe, an employee objectts regular wages, because a certain portion of them Is paid by him through an

incease |n the eot of goods? Certainly not. It is the necessary consequence
of the wage system now in operation, If an employer Increased his wages 10per .nt, wouldthe employee ref use to accept the Increase, because he may pay s

icpatoneof it through the inc cost of that portion cf his own fato ys

g oods which he happens to buy, If any?As soon a the egst of the employpIr's part of tte piroram is classified as an
increase n wags, the subject Is at once clarified. It is basically Important that
itbesoensfai. Te employers pato th program should nte regarded ass
.hsrity to be liven ore withheld at his please te bte treated as a eontre'ra
addition to waes, so that it may become the standard practice In American indus-
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try that an emzloye'S compensation shall be a wage for current service, plus the
employer's share of the cost of a social security program as a deferred wage as an
earned reward for fidelity and length of service.
BLt do so employee receive a sufficient wage to enable them to Iy the expenseof their share of t9: social security program? They do not. Tht Is.why the

contributory plan should be adopted. It will exhibit this to be a fact and comp l
its correction. If John Doe's wage Is not large enough to enable him to carry hisside of the program, It Is not larg e enugh. It Is merely a living wage. Itwll
have to be a cultural wage with margin enough to permit him to do something for
himself and conserve his self-respct. One of the chief byproducts of a contribu-
tory plan naturally ought to bet te adoption ofa cultural wage scale as a standard
American practice. When a social security plan i jointly supported and managed

ye .enloye, it is more economically and recently operated, and Ifwe onsderin ddion he wo arg byrodctsher nmed as necessary co ns-'
queceso!thi copeatinit ees ceary o b te wsepoUlcy. It is mutuallya o which at would be among partners

inaJoint enterprise.

WHAT DOES IT COST?

If a'soclal-security program on unemployment covering the four chief hazards
organically related to it, as here indicated, Is organized on the cooperative basis,
the coat of the plan to employers will not be at all burdensome-a fact highly
significant to consider In any proposed legislation Inaugurating the plan because
we must consider not only what Is ideally desirable but what is humanly possible.

As has been suggested in our discussion, and for the purpose of exhibiting the
probable cost, let us assume that a fair schedule of benefits which such a plan
ought to adopt as the goal to be achieved by the joint contributions of employer
and employee s as follows:
1. A retirement annuity equal on the average to half an employee's average

wage during his period of service.
. .A death benefit on the average equal to one year's wage, the same he re-

ceived at the time of his death.
3. A disability benefit equal on the average to one-fourth his 'monthly wage

and payable while his disability lasts, but not after his pension benefit begins.
4. An unemployment compensation equal to one-half of the average current

wage during the previous 5 years and payable for 1 year, if the required reserve
has been completed.I (NoTr.-For the purpose of determining benefits payable under the above sched-
Ules no employee Is classified as receiving a salary in excess of $7,200 per year.)

What would the employer's part of such a protection plan cost? It ls, of
course, not, possible to say until an actuarial calculation Is made in each case.
The cost will vary considerably among different types of industry. But a clear
idea of the approximate cost may be indicated by quoting the cost, based on
actual experience and estimates, in a large typical company, which operated its
own plan on the trustee basis. In this company the fuli reserve to cover its
matured pension liability, that is, for those on the pension rll and those put on the
pension roll when the plan started, was 1 percent of pay roll. This, of course,
was paid only once. The annual cost thereafter for all active employees after
I 1 year of service, and covering both past and current 'service, ws 1.22 percent
Of pay roll. The annual cost of the death protecti6non the same basis is 0.25
rereent of pay roll, and the cost of disability protection 0.37 percent of pay roll.'

his company had accumulated a large number of old employees. In two other
companies where the same plan has beep operated, the cost is les. But even if
the cost should be 2 percent it would be very low.

As to the coat of the wage-reserve program, that is only a contingent expense,
which is quite different. The reserve required to yield the above benefit is .
percent of pay roll for period of 5 years. This is not the cost. Inasmuch as'al
employees would almost never be on the unemployed list at any one time, the
cost will always be considerably less than 2 percent. The cost Is only that part
of the reserve fund which needs to be distributed in benefits. The cost, there-
fore, will vary from nothing up to'2 percent. One company has so regularized
its employment that Its wage-reservb plan neVet cost It anything. .

If an employer allocates 5 percent of pay ro~l as the maximum possible cost of
his part of the soclal-security program on all four of the major hazards here

ramed, knowing that the actual coet Will td to be lets, and'If he considers the
*astes which such a program eliminates ind its other definite helpful by-products
ie will conclude that its net cost is'a negligible operating expense. He Wi
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discover that it is a means of saving expense and the wisest investment he ever
made.

It'ts to be noted tlat the costs here quoted apply only to the employer for his
share of the program. As to the employee, his cost will be exactly similar amounts
for his half of the program on all four plans except retirement annuities. With
annuities it is different. The average coat to employers is 2 percent of pay roll
or less. The average cost to a whole group of typical employees of various ages
is 4 percent of wages. An employee can decrease the cost by paying annuities
at an earlier age. Although under the plan proposed the employer agrees to buy
on John Doe's account e~tactly the same number of annuity units which John
Doe buys for himself, yet his cost is less for a reason that will be obvious. The
employer furnishes annuity units for those employees only who remain in his
service until retirement age, and therefore gets credit on account of those em-
ployees who leave the service before retirement, but John Doe, when he leaves
the service before retirement, receives all he has invested in annuities together
with the accumulated Interest.

HOW 1:5 IT OPERATED?

These, then, are the four major permanent indu,,trial haYards: Death, disability
dependence in old age, and involuntary Idleness. Whatever other types of
protection an industry may have, protection against these four hazards ought to
institute the foundation of a social-seculrity plan in all organized industries.

We have observed how these four hazards arc organically related to the para-
mount problem of sinempiovment that the cost of protection against them need
not be at all burdensome; "that the cast is a natural production expense and a
proper charge against the depreciation of human machinery. As a necessary
consequence the plan should be entirely self-supporting, and its operation a
standard practice in industry everywhere.

What is the most efficient and e onomical way in which such a program can be
operated? What I think is the one correct answer to this question Is indicated by
the proverb, "The proper nurse for Moses is Moses' mother." The need for a
protection plan was created as a consequence of the industrial process. It is
industry's own child. Industry created the need and understands it, and'is,
therefore, best equipped to administer the remedy. The items in this program
can be efficiently operated by no one except ht" the I industry itself nor can it be
operated properly by an employer alone, but only by the employer In cooperation
with his emp loyees. For example: no outside agency has the means of ascertaining
whether John Doe is pretending to be sick 3 weeks when he is in fact sick only
1 week. But if employees play a real part In operating the plan, and if it is made
to Bill Brown's financial interest that John Doe does not make unjust drafts on
reserve funds, then we have the effective means to prevent malingering and n:ed-
less waste. This principle of reciprocity applies to the whole program, and operates
not only to prevent financial loss but to secure other economic and moral results of
large financial importance.

While industries themselves are best equipped to operate their protection pro-
grams effectively, yet they have not volunteered to do so, not in su fficient numbers
to protect the great mass o)f employees against thee hazards, nor to protect society
.against the consequences of these hazard. The function of a social security planis to protect society as well as the individual workman.

Inasmuch as industries in general have been unwilling or unable to adopt
such ptans voluntarily, it has become clear that the desired goal can be achieved
only by compulsory legislation. It would not be fair to say of all employers that
they will adopt this wise and just policy only when they are compelled by law
to do so. Leders in certain industries have made sincere efforts to persuade
member industries in their group to adopt such plans voluntarily, only to dis-
0over that a large number of "rugged individuals refused to cooperate even for
their own advantage. The advantage which they could not obtain by voluntary
action can be obtained by legislation. If all alike must adopt the plan, each one
Is Protected against an unfair basis of competition on production costs.

The one and only purpose for which we need compulsory legislation is t6 secure
a uniform and standard practice throughout American industries. Industries
can best operate their own plans. All they need is to be compelled to do so. A
uniform practice can be secured if compulsory legislation will contain two essentialrequismeht.' namely, a stipulated minimum schedule of benefit., which industries
are required tO furn~ksh, and a reserve fund which i. actuarially calculated to be
suffcient to produce them. These are the only two essential items needed. Each
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industry should be permitted the freedom to operate any type of plan it thought
beat suited to its needs. So long as an industry furnished the specified benefits
and maintained the required reserve fund on a sound basss' what difference could
It make to the Government what type of plan an industry used?

The probable cost to average industries for the suggested schedule of benefits
Is here stated merely as an illustration to ease the mind of employers. The
assumed cost of this program ought never to be included as a provision in any
legislative act for the simple reason that the cost will' vary greatly In various
industries, and It is impossible to know beforehand what the cost will be in any
case. instead of any fiat blanket cost imposed on all industries, what a legislative
act should contain Is a minimum schedule of benefits, which all Industries are
required to provide, letting each in iustry furnish these benefits by any sound
reserve method it desired to use. It might operate the whole plan itself on the
trustee basis, or engage an insurance company to underwrite the whole plan,
except the wage-reserve program V which no insurance company handles, or operate
part of the plan on the trustee basis and have part underwritten by an insurance
company. So long as any Industry's plan yields the specified benefits, and is
secured byl an actuarially sound reserve, the employer and his employees are
Justly entitled to the advantage of any economies in cost they can secure by
eliminatin needless expense. The possible advantage of such saving Is very
considerable.

On account of the present depression, it would be conspicuously wise legislation
to require all industries to adopt the above social-security plan now and, on
account of the present depression, It would be an equally wise provision to require
Industries to set up the necessary rese ves not now but progressively as and when
business conditions improve. A good formula to determine when reserves shall
be set up, and in what amount, would be that proportionate deposits in the reserve
of the social-security plan shall be made whenever dividends are paid to
stockholders.

oNS LAw roa ONO NATION

If a social-security system Is to be national in scope, effective in operation
and uniform in essentials, obviously It requires Federal legislation, and Federal
legislation which does not make the operation of the law contingent on the action
of the States. But this is what the Economic Security Act, now before Congress,
does, and thus It provides the means for the defeat of its own purpose.

Some States may and some may not cooperate, so that there is no assurance
that the law will be national in scope. The States will necessarily be slow In
acting, so that the law will be delayed in becoming effective. If and when they
do act, it is practically certain that there will be 48 various laws. A law with
48 variations will be complex, conflicting, needlessly burdensome and expensive
to the many industries, which operate in several States. If, to secure uniformity
in essentials, the Federal Government stipulates what the State laws must con-
taln, then Its apparent courtesy becomes a meaningless formality.

It Is wiser to face facts as they are. What we need is 1 law not 48. A nation
Is the will to be one people. We are a nation. Our Nation has become an
economic unit. A social.security act ought to fit the economic facts of today,
not the political facts of a century ago.

It is quite possible to have 1 law for 1 nation, and still preserve our democratic
traditions. The essential aim of our democratic theory Is to secure concerted
:action in the whole and yet preserve freedom of initiative in the parts. The
practice of this theory Is basically important.

This American principle will be operated if the Federal legislation will require
all industries to adopt social-security plans with a stipulated schedule of benefits
and a sound reserve fund to secure them as indicated above but permitting
Industries to operate any type of plan they think best suited to produce the
specified results. This is to say, that in establishing a national social-security
pc, the Federal Government would a pply to all Industries In the Nation the
same practice now applied by some States In their workmen's compensation
laws. Industries In these States are permitted to operate their own plans,
use the State Insurance fund, or use a private Insurance company. This com-
bines uniformity in results to be achieved with variety In methods of achieving
them.

It should be noted that this method preserves freedom of action not only to
Individual Industries, but also to the States as well. There is still left sufficient
scope for cooperative action by the States In the administration of. the aet
The unique circumstance that out States existed as political entities beore the
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Nation was organized need not be An obstacle to prevent effective concerted
action in the Nation, but can be utilized to facilitate concerted action. If the
States had not already existed, it would have been necessary, in a Nation as
large as ours, to subdivide It in units somewhat like the States for the sake of
administrative efficiency

Thus the States could perform a large service in helping to administer a unified
national-security act. They could verify the facts and report when and if the
Industries located in their territory adopted plans of the required standard. A
State could set up the machinery of a State insurance fund for the use of its own
Industries. It could provide a way, by which Its industries could pool their risk
or each carry Its own risk. This question could be decided by each State for itself
without in any way affecting the plan's designed purpose. Thus the democratic
principle of decentralization would be applied to the handling of the reserve funds
as to other detail features of the plan. Aside from political reason, it would be
far more efficient for the fund to be handled locally by industries or by groups of
industries or by States than to concentrate the fund in an enormous volume In
Washington. Aside from fairness to the economic enterprizes of local States,
funds can be handled more productively when in a normal-sized volume than in an
abnormally large volume. When any enterprize gets too big, the law of diminish-
ing returns is sure to operate.

A unified national plan, with a large measure of freedom for industries and
ample scope for the States to function cooperatively could be directly and effec-
tively constitutional. Congress has the undisputed right to Impose an excise
tax or a super tax on the incomes of corporations. It could impose such a tax,
equal let us say to 5 percent of the pay roll. The amount is a matter of small im-
portance because the tax is not designed to yield any revenue, but solely for com-
pulsory purposes. Let the act stipulate that the tax will be automatically can-
celed in the case of those employees who, before the expiration of a specified time,
shall have adopted a social-security plan, covering the four Industrial hazards
here named, and which is designed to yield the standard minimum schedule of
benefits stated in the act, and to establish a reserve fund actuarially sound.

It will be observed that a law which thus distributes the work of operating the
plan among the industries themselves, and among the States will not only be more
effective in securing the desired results, but will obviously effect enormous econb-
mlea in administration.

Under such a plan, the only machinery needed in Washington is a compara-
tively small bureau in the Treasury Department, whose only function would be
to ascertain from industries or from a State on behalf of Its industries, whether
standard plans had been adopted by Industries, and use this information for the
purpose of remitting their contingent tax, or not remitting it.

IT PAYS ITS OWN WAY

If we want to get anywhere, It to wise to start from where we are. In starting
to construct a social-security program Is it not clear that we ought first of all to
Include the four major hasards here named? Protection plans on these hazards
a already in operation, however defective and Inadequate they may be. Plans
on 3 out of the 4 hazards have voluntarily been put into operation to a wide
extent. On the fourth hazard, the unemployment hazard, a few employers have
adopted wage-reserve plans, which Is a sure indication that such plans are
a proved in principle by a large number of employers. To begin with what Is
already admitted by common consent to be necessary, smooths the way to the
desired goal.

The road to this goal is cleared also by the fact, comforting to taxpayers, that
the plan involves no expense to the Government. Aside from the cost of admin-
istration in Washington which under the plan here proposed is quite negligible,
the expense can be wholly absorbed as a production cost in the industrial process.
That i. where the cost properly belongs, because depreciation of human machinery
Is a production cost. We are seeking to demonstrate that a social-security
program can be made to pay its own way, and It seems self-evident that the
four Items in the program here listed as the first essentials, not only can be self-
supporting, but ought to be.

If, then, this social-security program were put into operation by an effective
Federal law, to what extent would It abolish the problem of unemployment?'
To this extent, namely. The annuity program operating throughout industry,
I calculate, would eliminate 1,015,388 old workers, putting them on the pension
payroll, making rpom or that number of younger workers. That is the estimate,
based on conservative data, of the number of employees 65 years old and over
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now in American industries. This would not only decrease the unemployed to
that extent, but automatically keep them decreased to that extent in the future.

The wage-reserve plan, when in operation will abolish unemployment as a
problem to the extent of 2,348,000. This is the average annual number on the
unemployed list during the 10-year period, 1921 to 1929, inclusive. It is a
typical period, including both a depression and some prosrous years. Thismeans that there will always be a volume of unemployment, and always ought
to be a reserve labor force for the efficient conduct of business. But It will
constitute no problem, if those occasionally unemployed are protected by a wuge
reservq as here proposed.
b The number of unemployed thus eliminated as a problem in these two classes,
by the annuity plan and the wage-reserve plan Is 3,363,38. Would not the
elimination of this number of unemployed from our problem be a notable achieve-
merit? The road to it is clear and straight. Inasmuch as the cost of this
achievement can be easily absorbed as a production cost in Industry without
any public expense, there ought to be no difficulty in obtaining general assent
to a proposal at once so feasible and so advantageous.

DISPLACED WORKERS

So far so good. But what about the third class of unemployed the displaced
workers? The annuity plan vill absorb roughly about 1,000,00 unemployed.
The wage-reserve plan will absorb roughly about 2,000,000 unemployed. It Is
designed to protect only the occasionally unemployed. Industry can be justly
required to bear the cost of only that amount of unemployment which occurs asthe consequence of its own operatIons.

But when the number of unemployed came to be 4, 6, 8, 10, 12 nillions, It
became evident that It would be physically impossible for industry to build up
a fund sufficient to care for this large volume of unemployment, which occurred
not as a consequence of its own operation, but as the consequence of the break-
down of our whole industrial system. Te Government could provide such a
fund by putting an unbearable and increasing burden on taxpayers, but wholly
apart from the mountainous financial burden involved, I assume we are agreed
that to support this large number.of men In idleness by a public dole as a per-
manent policy would inaugurate a national calamity of the first magnitude. The
scope of the calamity Is enlarged when we realize that the Invention of improved
machinery Is progressively replacing more and more workmen, who cannot be
reabsorbed In Industry. Obviously a large volume of the present excess of
unemployment Is not a normal reserve labor force, but an abnormal displaced
labor force, which requires a wholly different solution.

SBS8TITUTES FOR POORHOUSES

In the huge and abnormal volume of excess unemployment at present existing
it is customary to include the large group of unemployables- that Is, the aged and
Indigent, widowed mothers with no means of support, and dependent children.
The Economic Security Act submitted to Congress by the administration pro-
vides, relief for these groups.

It is altogether fitting that relief should be furnished to these groups, and such
measures exhibit the traditional and conspicuous readiness of the American people
to aid citizens in need. They ought to meet universal approval. Such relief is
more than an act of ordinary kindliness but a wise conservation of our human
resources. Children constitute not only the ground floor of life, the stuff out of
which men and women are made, but the largest financial asset of the Nation,
our si ost important class of citizens. It is not kindliness, but common sense, to
constrve such wealth.

It k fitting also to furnish such relief s direct aid from public appropriations.
These tensionss are substitutes for poorhouses and private charities. They will
cost no aiore-probably less and they are more dignified.

It is hitting also that the 'Federal Government should share this burden with
the Sta'es. If the administration of public and private charity in local com-
munities Is inefficient and wasteful, a it frequently Is, the Federal Government's
contribution can be utilized as a lever to elevate the standards of local adminis-
tration. The way to elevate them is not the disuse of local machinery but Its
right use. With this improvement, the work will be better done through local
maphine-v than aart from It.
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While pensions for these groups are worthy and wise, they do not properly
belong In a social-security program, but ouht to be covered in a separate legi-
lative measure. The method of financing them is essentially different, and the
method of administering them is essentially different. It is hoped that the need
for such pensions is temporary. At least it is a reasonable expectation that the
need for them will progressively decrease. We ought to operate on this theory,
because we can make the tieed decrease.

But social security is a permanent need. The aim of a social security is a
permanent need. The alm of a social-security program is to furnish a degree of
economic independence in the face of certain permanent industrial hazards, not as
a charity which may be continued or withdrawn at the will of a legislative body
but as the earned reward of service. This goal can be achieved only if such plant
are made to be self-supporting.

Using words accurately and honestly a social-security program is one which
furnishes security against known hazards; security which insures not only the
individual against these hazards but insures society as well. This is the obvious
meaning of the term "social security". Therefore, such a program ought to
include only those plans which, whether a large or small amount, can be absorbed
as a production cost, and in consequence treated as a supplement to wages, so
that the protection may be contractual and dependable. Otherwise it is not
security, but temporary relief.

HOMZ TEAD VILLAGES

Our purpose Is to demonstrate that a social-security program can be wholly
self-supporting, entailing no expense on the Federal Government, and be a better
program on that account. We think it has already been demonstrated, so far as
concerns the four hazards considered up to this point: Death, disability, depend-
,ence in old age and occasional unemployment. It seems clear that they can be
and ought to be, self-supporting through a compulsory plan, operating in all
organized industries, and which the large majority of industries would recognize
as lust and feasible, if made universal.
This is that part, and the only part, of our problem, for which industry can

justly be held responsible. But as to the large army of employables men able and
willing to work but now out of work, it is neither just or physically possible -for
industry to provide a sufficient fund to maintain this army as a reserve labor force.
This is the crux of our problem, and will continue to be so just in proportion as
improved machinery displaces manpower, as it is doing, and ought to continue
to do, and just in proportion as our productive capacity exceeds the power of
consumption, as it now does, and as it ought to continue to do.

The excess volume of displaced workers is the heart of our problem, but it
glares by its absence in the Economic Security Act now before Congress. Is it
not clear that there can be no social-security program, even approximately
effective if it omits this paramount part of the unemployment problem?

It ought to be obvious that legislation requiring industries to adopt a program
covering only the four hazards so far listed in our discussion can yild protection
only to those workmen now employed in industries. If it stops here and contains
no provision covering workmen now displaced from industry, and who will con-
tinue to be displaced even when business revives it is offering to the public a
false hope, and is foredoomed to become a bill of broken promises. President
Roosevelt in his radio address of November 31, 1934, expressed what must be our
true guiding principle when he said, "I stand or fall by my refusal to accept as a
necessary condition of our future a permanent army of the unemployed." Any
legislation on the problem of unemployment not constructed on the President a
formative principle is like playing Hamlet with Hamlet omitt d.

Unemployment has been correctly defined as the involuntary idleness of those
willing and able to work. The vast numbers of them at present existing is the
symptom of a serious social disease. Concerning the personal tragedy of it,
Thomas Carlyle expressed the unexaggerated truth when he said- 'A man
willing and able to work and unable to find work is perhaps the saddest sight thht
fortune's inequalities exhibit under the sun." Is it not clear that some method of
eliminating this personal tragedy and social disease must be given priority in any
serious consideration of our problem? 1 . i

Inasmuch as it is impossible for industry to maintain this huge number of
unemployed employables as a reserve labor force, and inasmuch as t Is untWnk-
able that the Federal Government should permanently support in idleness men
able and willing to work, what shall we do with them? As I see it, there is'only
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n correct answer to this question. The low of cause and effect makes it obvious.
is this. We m'nt ome how create a new opportunity for these men to earntheir own living. .This anwer is general and Is self-evident. If we come to a bill of particulars

and inquire what concretely is the best way, in which these men can be given a
chance to earn a living, there Is probably ample scope for difference of opinion.
There may be several good projects designed to achieve this purpose. But it Ia
too self-evident to need demonstration that some way for idie men to earn a
living must be found, and I believe can be found.

The project, which many years of thoughtful investigation have convinced me
Is best designed to achieve this purpose, Is the "homestead village" or "farm
va Pe project. It is wholly selfupportlng; It creates and maintainspur-

chsng power; and It Is In Itself social security on the principle that the best
Insurance against unemployment is employment.. During man past centuries,
the use of land has furnished the answer to the s e problem which confronts us,
and It is the convincing answer now. It is not without large significance that the
land has been called "Mother Earth." This is not a mere sentiment but an
economic fact. A return to mother earth is like going home; going to the original
and permanent base of support for mankind.

In a brief treatment of a subject like this, Involving as it does a new way of
life, a whole volume must be left in the inkstand unsaid, A few facts are sufficient
to indicate Its conspicuous merits and large possibilities. There are three
distinctive types of homestead villages; those In which homesteaders depend
wholly on the soil for a living; those in which they depend on an industry for a
cash income; and those In which they combine these two activities, depending
partly on the soil and partly on Industry.

O hitting the large social and economic values in these various types of home-
stead projects, the central advantageous idea can be clearly illustrated In the
industrial type. The homestead as here used, Is a modest inexpensive but com-
fortable and artistic house built on an area of productive land, ranging, In this
type of village, from I to A acres. The payments for principal and Interest are
amortized over a period of 15 or more years at a low rate of interest, not over
5 percent but 3 percent would be better.

If and while a homesteader was employed full-time in a neighboring factory,
he could supplement his wages by a partial use of his land, with the assistance
of his family, by raising a few vegetables and keeping chickens or a pig and cow.
During periods of unemployment, he could make as full use of the land as pos-
sible and partially or wholly support himself, Instead of becoming the victim of
public or private charity.
, Thus a homestead of this type becomes his social security and a means of
economic Independence. Homestead villages ought to be an Integral part of
every industrial social-insurance plan. Is it not clear that an employer operating
a pension plan and a wage-reserve plan, would not need to provide for those
employees occupying homesteads half as large retirement pensions and unem-
ployment wave benefits, as otherwise he would have, to provide? This is an
easement to the reserve funds and also an advantage to John Doe. It is the
social-security principle applied to home building.

By way of contrast, an employer, whom I have long known,-built a few years
ago 100 houses near one of his New England mills and made them available to
his employees. The average cost was $3,500, making a total of $350,000. It
was a typical building enterprise, the houses were double, and built In rows on
meager town lots. Shortly after the employees began to use them, the depres-
sion occurred and they lost their jobs. The houses were thrown, back on the
employer's hands and so were the workmen or thrown on the community to be
supported by public or private charity. The investment is totally frozen. The
employer has offered to sell the houses for $100,000, less than one-third the cost,
and cannot find a buyer at that.

When I told him that his enterprise had been a 100-percent failure, he said we
have discovered that by experience. If he had gone a little distance from his
factory and built these houses on plots of I to 3 acres of fairly good soil, and if he
had built not merely houses, but a community, operating as an Independent
village, not as a mil village, these houses would not now be a liability, but an
asset. It is all the difference between plus and minus. John Doe could have
carried this type of house, if he were employed on a small-work schedule or if he
were covered by a social-insurance plan as he ought to be. But there are ways in
which he could carry It If he had neither a job nor social-insuranco protection.
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If my employer friend had built the homestead-vIllsge type of house, he would
probably now have 10 buyers for every homestead. At least this has been the
average number of applicant. for each homestead which up to the present has been
offered in the Gorernment experiments.

If, in the homestead-village method, the amortization period used is 20 years
and the Interest rate 1 5 percent, the monthly cost to John Doe for principal and
interest, is $6.60. If this type of homeatead can be furnished him at $3 000, as
it can be, John Doe's monthly cost is $19 80 at 5-percent rate, it is $18.18; at
4-percent rate, it is $16.65. This is very considerably less than the rent demanded
for such a place, and, in addition, Jon Doe will automatically own his homestead.

It [I a new and different process. It Is a social-security type of homestead. I
make no mention of the human and educational values. For my present purpose
I merely stress its financial advantage to employers and to the Nation. Money
talks. It opens up the sooal-scurityway of life. This Is not only the safe and
sane way of life for factory workers but for all classes of people.

Therefore the facts compel the conclusion that the homestead-vulage project
has the possibility of being an enterprise of large national significance. Much of
our housing is unfit for human habitation. Much of it Is obsolete. We are now
6 years behindhand in our normal building schedule. The homesteni-vililage
project would greatly stimulate the capital-goods industrie4,it would create and
sustain buying power In large volumes, it would furnish work for large numbers
of Idle men, it would open an Independent way of life for the unemployed who
cannot be reabsorbed in Industry; it can be made either self-supporting or profit
making, it would Involve no expense to the Government or to anyone else. My
own conviction is that the need for this project is so urgent and the field for It so
large that it can be made an enterprise second In Importance only to the automo-
bile Industry, which a generation ago was sufficient, If other factors had not
intervened, to have guaranteed the economic prosperity of any nation. As an
alleviation and- prevention of unemployment cycles, homesteads have many
advantages over automobiles. Homesteads grow food; automobiles do not.
The'homestead-vilage project presents an open door of opportunity to rebuild
I'ge sections of America on a saner, sounder, more self-supporting basis, more
worthy of American citizens and the Nation's Ideals.

RIoH TO EARN A UVINo

This project can be made a national large-scale enterprise, f it were financed
by the Government. The Government could finance It not only at no expense
to ltqelf, but also at low rates to homesteaders. It could make loans to any
extent required, because they are self-liquidating debt. It could secure money
in the usual way by selling Its bonds to banks and the public. It can get money
at 3 percent and lend It to homesteaders at 4 percent, using the 1 percent margin
to cover operating expenses, thus making the enterprise sel -supporting even in
its administration. ...

The Government could render a huge additional service and at no public expense
if it would finance this project not In the usual way of borrowing the money from
banks by selling them its bonds, but by buying the bonds of homestead villages
paying hor them with money Issued by itself, at no cost for interest, money scored
byfirst mortgages on productive real estate. It is the use of what we may can
"land currency" recommended by Banjamin Franklin. It needs no other
security, but the Government merely for. sentimental reason, could give It
additional icurity by a reserve of gold which now exists unused In its possession.
The currency so used would be automatically retired as and when the loans were
11q1idated by monthly payments, making It a finished transaction.

The time was when the Government furnished homesteaders with land free of
charge. It now has no land left to give, but in the new frontiers of opportunity
to earn a living, which Ile within easy reach of almost every town and city In the
Naion, the Government could furnish homesteaders with the means to acquire
iand freq4ofal] interest charges, except 1 percent to cover operating expenses.
On this basis the monthly cost to John Doe per thousand dollars on an amortized
basis of 20 years would be $4.62 and for a homestead costng $3 000 he could
liquidate the debt by a monthly deposit of $13.86 as contra l with $19.80 on a
5-percent basis as above stated. Tho monthly difference of abeut $8 Is an enor-
Inous difference to John Doe, and may be all the difference between success and
failure to large numbers of citizens in; the process of acquiring homesteads.
on our present emergency the use of land currency to help abolish unemployment
would exhibit the exact aod proper function of money. Itis like the function of a
postage stamp in carrying a letter. The letter is the Important thing; the postage

1 16mO-----72
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stamp is merely the means used in the business of transporting the letter and Is
destroyed when the transaction is finished. This method of financing the project
would also eliminate one of the chief causes of our Industrial break-down and one
of the chief factors retarding recovery, the factor of excess Interest.

Nevertheless It Is only too probable that the method suggested for the use
of land currency Is too sound, too simple, too Inexpensive, too daring to warrant
the expectation that Congress will adopt it in the near future, If ever, even though
it is supported by the great name of Benjamin Franklin, our most distinguished
philosopher of thrifty finance and although it. was successfully operated for 50
years in the Pennsylvania colony. If our tragedy of unemployment continues
or grows worse, It may be that we will be compelled to use simple direct feasible
solutions. In the meantime the best we can, hope for Is that the Government
may finance the homestead-village project by. securing funds in the usual way.

Neither of the two methods involves the Government in any expense, the
financing of the project presents no obstacle.. Our one obsae lies elsewhere.
If this enterprise Is to be self-supporting so that it can be utilized to absorb
displaced workers and be made an effective means of social security, there is
one guiding principle which must be resolutely fac*d and honestly accepted.

The Fderal Government has spent $25,000,000 in starting the construction
of "subsistence" homestead villages as an experiment. Its secified purpose
is "subsistence" only. Homesteaders are not permitted to gel their products
and earn a living. Ifa homestead village Is to render any real service in helping
to solve the problem of unemployment, it is self-evident that its objective must
be to furnish not mere subsistence, but a means of livelihood. How otherwise
can It offer a self-supporting way of life to displaced workers?

The "subsistence" theory, applied to a homestead village, not only defeats
its designed purpose, but is a basic fallacy. The right to earn a living Is a
natural right, which no class of citizens can monopolize and deny to other citi-
zens. If it Is not a right of 1, it is not a right of any. The Ainerican demo-
cratic doctrine, as Walt Whitman indicated, Is that no citizen claims the right
to enjoy anything which all o'her citizens cannot enjoy the counterpart of on
like terms. Any citizen who violates this, principle does so at his own peril,
the risk of losing his own rights.

Strangely enough the right to work was not included among the basic natural
rights listed by Thoniss Jefferson in the great declaration which gave birth to
the Nation; only the rights to life, liberty, and the pursuit of happiness. But
the right to the pursuit of happiness Is merely theoretical and meaningless Upless
one has a right to the things which produce happiness 'the right 'to liberty Is
theoretical and meaningless unless one is In a position 1. exercise It; the right
even to life itself Is theoretical and meaningless unless one has a right to secure
the means necessary to support It. The right to work, to earn a livin g to secure
enough to support a family in decency, is a prior antecedent right, without which
no other rights have any value.

Jefferson's omission of it seems strange to us now. hut it di4 not seem strange
to him. It never oceured to his mind Why? Because the famine f9 r work
had not been created. It is the byproduct of 6ur modern'itidistrifl system. Ir
Jefferson's day work in Amcrica was regarded. only as a duty whici men were
urged to perform; a moral duty, not an econonile right. The revolhitionary
transformation in our conceptions of work from the status of a duty to be reluc-
tantly accepted to the status of a right to be belligerently demanded is one of the
most interesting and disturbing events which has oceured in our industrial And
mental evolution during the past hindred and fifty years. It is a fact big with
con.sequences and significant of much. How much, could be discovered dramat-
icallv if one -A ould go to an audience of unemployed men, willing and abe t0 work,
and'try to make an address on the duty to work. It would create a scene so
trag caily amusing that no one would have courage to try It. So dwindled down
Is now tle demand made on life In thiq period of plenty hy vast numbers of citizens
that the supreme happiness which these men seek is merely the right to work
and earn a living. That is the patheticall meager limits of thrir demand. It
must be granted to them, not only as their'birthright as, ttizen, but as a measure
of national defense And social security.

ASOMTON o UNEMPLOYMENT

Inasmuch as Industry cannot absorb the volume of excess unemployment and
ought not to be blamed for not furnishing what It does not have, It is here sug-
gested that the Government ought to open to all unemployed employable a
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way to earn a living, and that the most feasible way is in self-spporting farm
villages. But it is not yet apparent that the Government will be able to meet
this need. It it c.%nnot discard the "subsistence" fallacy and organize these
enterprises on the livelihood basis, then they cannot be self-supporting. And if
they are not self-supporting, then they cannot furnish a livelihood, or Increase
huying pywer for the products of industry and help restore the balance between
production and consumption. If those who, while exercising the righ to earn a
living for themselves, desire to monopolize this right and deny it to their less
fortunate fellow citizens, are ble to influence Congress sufficiently to prevent
the Government from conducting this enterprise on a self-supporting basis, then
it can be conducted as a private enterprise on a profit-making basis.

The Government is compelled to operate on the lowest common denominator,
wbkih sometimes is quite low. , Therefore, it is only too probable that the Gov-
ernment will not Oe able to conduct this project as a self-supporting enterprise
at present and may never be able to do so. Hence it Is a fortunate circumstance,
that whateverr the Government may or may not be able to do this project can
be conducted successfully as a private enterprise. There are distinctive advan-
tages, which can be secured for homestead villages only if the project is conducted
as a private enterprise, and if conducted privately ii offers a large opportunity
for use of unemployed capital as well as unemployed men. "Ihereforo, in any
ee, It ought to be a volunteer enterprise, but it ought to be conducted by the

Government as well. The need and scope for it are so vast, that there is ample
room both for the public and private type of enterprise.

The experiment on this project, which the Government has been conducting
for the past 2 years has rendered a conspicuous public service by directingthe
Nation's attention to the need for it. Many mistakes, of course, have been
made. But it Is the right of the Government, as it is the right of any individual
to learn by making mistakes. When Gladstone was asked how he had acquired
such an expert knowledge of the rules of parliamentary procedure, he answered,
"by breaking them." Negative results may have positive value. The Home-
stead Division has been useful In exhibiting what not to do as well as what to do,
and on both counts has accumulated valuable Information available for general
use.

Needless to say, it has been handicapped by the apparently unescapable and
usual red tape. To a creative type of enterprise like this one, red tape is more
uncongenial than to any other, because It Is more wasteful and more damaging
to efficiency. The damage done by red tape is often so great as to reach the limit
of humor-the type of humor exhibited in the experience of a cultivated Chinese
and his wife living in San Francisco. They made a 3-month visit to their native
land, and during this visit they became the parents of a new baby. When they
returned the Immigration officer at this post admitted the father and mother,
but ruleI that their Infant baby could not be admitted. The law provided that
while Chinese living in the United States could leave and reenter the country,
no new Chinese could be ad fitted, When a strenuous protest was made to the
Secretary of the Interior, the immigration officer sent on his papers to Washington
with, a-memorandura defending hit ruling. Is not this baby a new Chinese? Is
not this the law? The formula seems entirely correct. The Secretary returned the
papers on which he had written this brief instruction: "Burn these papers;
don't be a damn fool." If there were attached to the Homestead Division an eng-
ner who officially coitld order the burning of red-tape rules and formulas, the
Increase in its efficiency would be conspicuous. -

he
But the serious handicap of this exprment of the Government lies In the fact

that it is attempting to do the Impossible. The enterprise was sincerely under-
taken, and those who inaugurated it gave to it their unstinted devotion. They
are progressvely discovering what ought to have been obvious from the first.
They are trying to balance the budget of the homestead villages they construct,but the law which authorized the project distinctly specifies that it must not be

alf-spprting. It Is a mathematical certainty that we cnnot add together abalancd budget and nonself-support, any more than we can add together threequart. of milk and three quarters of a mile.' The necessary conclusion Is thatuness the Federal lw controlling this project is fundamentally revised, the project
can never achieve it designed purpose, and that It must be conducted as a private
enterprise on a paying bas. The recent valunof the Government's experiment
i Its usefulness as a pump primer to stimulate sees private capital in the
construction of homestead v a es, and this was one of the Government's avowed

purposes In starting it.
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There will be no lack of capital as soon as It Is discovered that the project can
be made to yeld a fair and dependable return on the Investment of brains, labor,
and money in the enterprise. No profit-making homestead villge has as yet been
constructed. That Is why It ought to be as soon as possible. They will never be
constructed In large numbers, as they need t9 be to absorb exess unemployment
and yield social security, until they exhibit their profit-maktng posslbilM-A. It Is
not possible to escape the law of economic determinism. The effective wa to
make this project serve social ideaU is to make It pay Its way financially. Thepro pefor ideals is a cash box.

Ifs nedseary Immediately to clarify what Is here meant by profit making lest
It be misunderstood. This project will be foredoomed to failure If It Is com-
merelalized in the customary manner hitherto prevailing. There must be no
exploitation, no promotion-scheme methods, and no element of speculatior--
only profits which are created by labOr ard honestly distributed. There Is no
objection to profits If they are honestly made and Justly distributed to those
creating them. On this basis the larger the profits the better for all concerned,
and this should be the legitimate aim of the project.

The new type of homestead village, as here conceived is a city of refuge and
escape from several conspicuous hazards' of modern Industry and modern life;
It also exhibits the operation of several conspicuous principles In our American
theory of a democratic way of life and education. Both classes of advantages
become obvious enough as soon as the project s examined With any degree of care.

What has not yet been discovered Is the fact that this project can be a profit
maker. ' All the activities Involved In' the enterprise have separately been long
In operation and demonstrated successes. What Is needed to make the home-
stead village as an enterprise to be & profit maker Is the integatlon of these
activities. It Is essentially a social-engiieelnk task, which Whle complex Is
not difficult. Social engineering Is the process 6f Integrating all those elements
needed toproduce a designed And deslreid result In say field. This Is the key to
the financial success of 6 homestead village. The process of Integration at once
eliminates a large number of burdensome and needless wastes, which means an
Increase of profits, because money saved is money made. It also created new
wealth which adds still more to the profits.

If then this engineering principle of Integration, which ts a universal law of the
physical world, Is applied to this project, It can be demonstrated as I believe,
before any Investment is made, not only that the Investment is tfe safest any-
where to be 'found but also that a satisfactory return on It can be definitely
assured. I say definitely assured, becauW the four chief sources of Income, not
the only sources, but the four largest known definite sources of profit are under
the control of the management of the enterprise, a nd therefore not sn uncertainty.

If these result are to be assure.., It cannot be overemphasized that this project
Is essentially not a house-building projot but a' community-bulldlng project.
This is a short sentence, but i whole voldime would be justified to stress its
Importance. It is another way of stating *hat is the key to its financial success.
It Is a way of saying'that the kind of method used odght to fit the kind of a:
project it IS. " This Is merely saying that what we need to apply to It is organized
common sense.

The profit-making posIbilitles of this enterprise,' together with Its obvious
contribution to the permanent solution of unemployment, are so significant that.
It is within the bounds of sober truth to say that there'is solid ground for the
expectation that during the next 20 years it may become one of our major national
enterprises, capable of creating and sustaining economic prosperllty in l&rge
measure. . " .... I I r .

PUUCHA5U O I OIr kB*MU1ANCU I

The homestead-village project obviously is, a long-term project, and in eon-
sequence of its nature must be developed slowly, It could be started on a large-
scale, but its development ought to proceed only as rapidly as Is consistent with
its healthy growth, because It is concerned not only with building machinery
but with human machinery. This is the only safe formula to follow. We ought.
not to expect the fruit the day after the trees is planted.

Because the soundness of the project required its low development, special
measures are necessary to meet the emergency of providing work immediately
for the unemployed This the Federal Government plans to do In its relef

program through public works on a large &sle. Some of'them are needed
provement., some of them add to the permanent wealth of the Nation, but-

oat of them create debts, which are not self-liquidating. We would not add.
to our national debt by undertaking them in this period of depression if we did
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not need "made-work" to meet an emergency. Both the conservation of
natural resources and the conservation of man power furnish ample justification
for this investment in public works.

The public-works program is covered not in the Economio Security Act but in
a separate legislative act, which Is as it should be. Public works for reief pur-
poses are temporary and not sell-supporting, but a social-aecurity program ought
to be, and therefore ougth to contain only those activities, which are sell-support-
ing. Whatever measures we adopt for temporary relie we ought at the same time
to adopt a project for the elimination of the need for relief, like the homestead-
village project, designed to be a self-supporting method of absorbing the un-
employed and keeping them absorbed. As homestead villages progressively open
to the unemployed the means of earning a living, the money expended on public
works can be progressively deireised.

This can unemployment as a problem be abolshed. Not the relief of unem-
ployment, but its abolition is the only goal worthy of America. A dole ought to

aYe no plain our socal-seeurty program, A dole is demoralising both to the
giver and receiver of it. A dolq Is no solution but an aggravation, of our problem.
It does nothing to end unemployment, but lnsuree its continuance. It accepts
and recognizes unemployment as a permanent condition. It is an easement to
the conscience of a nation, which has not suffleent social intelligence or good will
to discover and remove the cause qf unemployment. It may be a necessary evil
to a nation whose qlden age lies In the pest, but not to a nation like America,
whose golden age lies in the uture. We ar6 hot conducting a retreat, we are going
the other way. We refuse to surrender to a cotiditlon, which has no justification
for existing at alL.

A elf-suppo rting social-security program is worth all It cost, whatever it costs.
The interesting fact is that its cost is not an expense, but the means of saving
expense. The attitude of industrial leaders to a social-security program would
be immedlately transformed If they ceased thinking of it as a charity or a relief
measure or an added expense, and began thinking of it as it actually is. Its true
significance would be exhibited if we selected a short descriptive term disclosing
Its economic purpose. We would discard the term "unemployment Insurance"
and substitute the term "purchasing-power insurance". This insurao, unlike
other types, does not pool the risks becuse there is no risk. It assures a definite
benefit to all. The aim of a sound preventive self-supporting program of social
security is to create and maintain mass buying power which is a benefaction to
all classes and without whieh economic prosperity cannot be restored or main-
tained. As soon as industrial leaders began to think of the program as it is, and
to judge it by the fruits it is designed to yield, they would cease trying to make it
cost as little as possible and try t9 make it cost as much as possible, and as is
consistent with sound economic& Considered in terms of its big objective; that
is, as purchasing-power insurance, a self-supporUng seoial-security program, with
a generous schedule of benefits, would merely apply to business the same policy
which years ago Henry Ford applied to it in his policy of a large minimum wage
scale, not how small a wage thebor market made possible, but how big a wage
he could afford to give. This smart policy originated in the simple discovery
that his employees were also his customers, that they could not buy his automo-
biles If they lacked the means to buy them. It is the logic of common sense and
mathematios. Two plus two equal four and cannot be made to equal anything
else. The way to restore purchalng power is to reteore it.

The soclal-security program, here described, Is recommended not because it is
merely self-supporting, but because It is equivslent to purchasing-power insurance;
it is recommended not because it means no increase in the public debt, no increase
in taxes, no distribution of doles but because It makes possible the abolition of
unemployment as a problem. To aeheve this purpose, the proposed program
includes three distinct plans to cover the three chief and outstanding classes of
the unemployed; the self-supporting industrial-annuity plan for those whose
unemployment is due to the natural hard of old age, furnishing them a minimum
of economic independence after a lifetime of work; the self-supporting wage-
resefve fund for those whose occasional unemployment is due to the natural fluc-
tuations of business, sustaining them physically and morally as a reserve labor
force; ard the sell-supporting homestead village to absorb displaced workers,
furnishing them the means of earning a living and relieving taxpayers of the bur-
den of their support.

The tragedy of life He@ not so much in what men suffer as In what they lose.
The tragedy of the great depression lies not nnly in the suffering entailed on the
innocent and gajilty alike, but in the huge volume of wealth we have lost by our
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failure to utilize the creative labor of millions of urlemploved citizens. If this
tragedy is to be prevented from persisting, it Is essential that a social-security
program must be organized not on the policy of doles and Increased taxes, but on
the policy of self-support and prevention.

The simple way of doing a thing or solving a problem Is almost invariably the
last step In the process to be discovered. This has been the usual experience in
the development of mechanical machinery. If there be any who object to the
simple direct method here proposed for the abolition of unemployment as a prob-
lem, I can only say that I think the sufficient answer Is to ask them the wise ques-
tion stayed in the Greek proverb, "If water chokes, what can one drink to stop
choking?"

The CHAIRMAN. I desire to submit in the record a statement on the
ending bill by Mr. Richard W. Hogue, director, Independent Legis-

i bureau, Washington, D. C. uso statements by the Washington
branch of the American Association for Social Security, and by Mr.
Clarence A. Kulp, University of Pennsylvania, Philadelphia, Pa.
There is also subinitted a letter, from Mr. Percival Hall, chairman,
executive committee, Conference of Executives of American Schools
for the Deaf, Inc.; and a letter addressed to Senator Robert F. Wagner,
of New York, by Mr. Ralph Whitehead, executive secretary, American
Federation of Actors, New York City.

STATEMENT By RICHARD W. HoovD, Dinzcvoi INDEPENDENT LEOISLATIVEi
BUREAU, WASHINOTON, D.c.

Mr. Chairman, In view of the very full testimony already placed before you,
I shall offer only a brief written statement. I should not do this but for the fact
that only a few passing references have been made to two matters which seem to
others besides myself of really major importance.

The references that have been made to the first of these matters convey a
very erroneous and unjust impression. This should be corrected for the sake of
the record. The impression has been given that consideration of social-security
legislation has been suddenly thrust before an uninformed and indifferent Congress.
This has been implied by certain witnesses, particularly in regard to old-age
pensions. It has been conveyed by a part of the daily press to a large portion of
the American people. What are the facts?

For several years Congress has been seeking to evolve a sound and an effective
plan of Federal old-age assistance. In the Seventy-third Congress the Pension
Committee of the Senate and the Labor Committee of the House unanimously
agreed on and reported out identical measures. Overwhelming sentiment for
the passage of this legislation existed in both Houses. Appeals were made to
the President and to administration leaders to allow the legislation to be placed
on the administration's "must" program. This was not done, The bills were
not permitted to come to a vote in either body after the President announced that
he would present a program for social security to the Seventy-fourth Congress.
This statement of fact should have a place in the record of these hearings.

The demand for national old-age pension legislation has existed in Congress
and throughout the country for many years. Twenty-eight States and the Terri-
tories of Alaska and Hawaii have old-age pension systems. A campaign of edu-
cation and active legislative effort has been carried on for many years by many
forces, notably by the American Association for Social Security. Nation-wide
sentiment has been crystallized during the depression. Certain last-minute
organizations have set out to capitalize this sentiment. Each one of them claims
that it is forcing action by a reluctant Congress, under the fear of polictical
reprisals. This claim is both unfair and unfounded. It would be less worthy
of notice were it not for the tragle disillusionment that awaits the aged poor who
who have invested their faith, as well as their small savings, in the claims and
promises of these privately organized and controlled old-age pension movements.

THE MAIOR ISSUE

There is one chief factor that will determine the success or failure of old-age
annuity and unemployment-insurance legislation by Congress. Beneath the
structure of administrative methods and legislative standards its foundation
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must be socially just and economically sound. If it is not, it will defeat its own
ends and sooner or later be nullified or replaced by the people. What happened
to the prohibition amendment is even more possible in the case of a law that has
not become a part of the Constitution.

In the minds of many who are not influenced by partisanaIp or self-interest
the foundation on which it is proposed to base this legislation s unsafe as well as
unsound. If they are right, as they may well be, the legislation will prove unwork-
able harmful, and finally intolerable.

There is no need to dwell upon the conditions of the vast majority of the people
of this country. If the depression were to end tomorrow as it will not, it would
take years to replenish their long-exhausted resources. 6 an they meet the pay-
roll taxes Imposed in this bill? Can purchasing power be increased by diminish-
ing its chief sources? Is it either socially just or economically sound to over-
burden the impoverished, to lay taxes on those who cannot pay them, to force the
cost on those least able or unable to pay it? Yet this is precisely what Is proposed
in the provisions for setting up a system of old-age annuities and unemployment
insurance.

Does anyone doubt that most of the huge cost of this legislation will be passed
on to the consumer and the worker, both as worker and consumer? Can they
meet it durv. or even long after, the most severe and prolonged depression they
have ever ei,.?ured? t

There Is: cy one way to avoid doing this and reaping the inevitable con.
sequences. That is to place a substantial part of the cost on those who are In a
position to meet it, through an inheritance tax a tax on surplus Incomes, a tax
on that part of the wealth of the Nation which has been exempt from its full
share of the cost of national well-being. No sane man can argue that such wealth
does not exist, and in abundance;.. No fair-minded man will claim that it is not
largely the product of other hands than those In which it Is held. You have only
to recall such caes as that of the young woman who has Inherited $30,000 000
bequeathed by one man 'from a fortune built on the-labors of exploited workers
and the purchases of overcharged consutners.,
. The surplus wealth exists. The right to tax it for the public good Is in the hands
of Congress. Does not that right become a duty in the presence of the crisis that
confronts the country? Is it not the surest and simplest way torevive the spread
of purchasing power essential to industrial reocovery and human well-being?
According to Stuart Chase, the expenditures of the rich and the very rich constitute
only 3 percent of the total annual amount spent for consumers goods. Those
who need the purchasing power do not have it, while those who have it can only
use a small fraction of it. So long as this condition prevails just so long will
Congress have to battle with the ever-increasing problems created by social
maladjustment.

Beneath a system of social security there must be a foundation of financial
security. Such a foundation cannot be built out of the exhausted or depleted
resources of consumers and employees. Our people our States and the counties In
our States cannot bear the wholeburden. There should be a substantial-Federal
subsidy from sources able to supply it. Such a subsidy should lead to a national
system of social security. Thepermanent soundness and Justlee of such a system
will some day be recognized. Even today the arguments against it are not con-vincing. On this point I respectfully ask the members of your committee to read
with open and impartial minds the article which I herewith submit.

CONCLUDING FART OF ARTICLE BY GEORON SOULE IN THE NEW REPUBLIC FOR
JANUARY 16, IOU

Although there Id strong opinion among the experts that a national plan is
preferable, and although support for this course exists in labor and even among
influential employers, it has not been seriously considered by the President's
Committee on Economic Security.

The case for a national plan is almost axiomatic: The markets for both goods
and labor are in large degree national; competition Is mainly on an interstate
scale; the great corporations which administer the bulk of production and dis-
tribution are nationally controlled and the policies of others are decided on a
Nation-wide basis; all the other elements of the "New Deal" legislation are
embodied In national measures; a national scheme would make certain the inaugu-
ration of unemployment Insurance prorpptly throughout the country; it would
make possible a wider distribution of the risk and more adequate benefits when.
as is often the case, certain regions are more heavily hit than others; #nd a national
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plan would make possible the essential knitting together of the various elements
of a true security program, such as unemployment insurance, relief, old-age pen-
sions, and the rest.

The case against a national plan may be outlined-though by no means fully
discussed In the ace here avalable-.-under the following heads:

1. Speed of enactment: State legislatures are already meeting, ready to put
through plans; something must be done to encourage them.. (The answer is
that not more than half the States at the outside are likely to pass a measure;
we may spend s quarter-century getting the rest to do so and then another quarter-
eenturi obtaining an adequate national scheme to supersede the confusion of 48
different State schemes, each one of which will have developed a vested interest
of Its own.) f r .

2. Ncessty for experiment: States can try different plans and we can learn
on a limited scale and without great risk of loss what their virtues and.defects
are. (Other countries have done already most of the needed experimenting.. On
their experiences we can build a fairly good national system. 'The only really new
experiment proposed In this country is the Wisconsin plan, and we can predict
almost certainly that, whatever its success, It will be Inferior as an attack on the
problem of security.)

3. Need of decentralized and local administration: A Federal plan would be
too big and unwieldy. (There Is no proof whatever that State administration
would, outside of exceptional instances be better than Federal. Administration
of any new scheme is Indeed a highly important matter, but would 48 separate
administrations of Insurance in a Nation-wide Industrial system be any better
than a single administration setting standards and decentralizing those functions
that can better be handled locally?)

4. Those concerned cannot agree on the nature of the plan- therefore we must
allow them to differ by States. (Unfortunately it is true thai the expert& cannot
all agree, and that there are differences between labor and employers. Such
controversies, however, precede almost all legislation and are customarily resolved
by majority rule or by the decision of the responsible executives. If we waited
for experts, capital, and labor to become unanimous on any subject whatever,
we should never try anything.) I

5. Congress would not pss and if it did the courts would declare tnoonstltu-
tional, a national system. congresss would pass almost anything In the line of
security legislation that the administration favored. It may even pass measures
to which the administration Is opposed, * * Some, at least of the exerts
on constitutional law believe that no good grounds exist for invaHdAtirg nat onal
unemployment-insurance legislation; If the Supreme Court should do 50, It would
be even more likely to wipe off the slate most of the other "New Deal" legislation.)

In spite of these considerations, the administration has apparently made up
Its mind to support a bill resting upon State systems. It *111 probably encourage
State legislatures by a scheme similar to the Wagner-Ikwis bll penalizing em-
ployers by Federal taxes in States that do not set up unemployment-insurance
plans. It probably will not dven adopt the suggestion to give grants-In-ald as
an encouragement because of its commitments toward budget balancing. And
probably the standards it will set up for approval of State systems will be as lax
as possible. All this, I believe, will in the future appear to have been a cardinal
error.

JOrNT STATEMENT TO COMMIT7r, SUBMITTED BY THN WAsGINOTom BRANCH
Or THa AMERICAN AsSocIAIrON FOR SOCIAL SECURITY

Thic statement is Issued jointly by the following:
Barbara N. Arrstrong, University of Callfornla author of "Insuring the

Essentials", and staff expert of the President's Committee on Economlo Security.
Bruce Bliven, editor, "The Ntw Republic."
Paul Brissenden, professor, Columbia University.
Douglas Brown professor, Princeton University, and staff expert of the

President's Committee on Economic Security.
Evellne M. Burns, Columbia University.
Edward Corwin, professor, Princeton University, formerly president Ameri-

can Political Science Association.
Abraham Epstein, exeoutiee secretary, American Association for Social

8ecurlty, and author of "Insecurlty-A Challenge to America", "The Challenge
of thft Aged", etc.. . •, ,
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Carter Goodrich, professor of economics, Columbia University.
H. A. Gray, proyesor New York University Law School.

* William Green, president American Federation of Labor, and member of the
advisory council of the President's Committee on Economic Security.

Helen Hall, head worker of the Henry Street Settlement, and member of the
advisory council of the President's Committee on Economic Security.

George L. Harrison president, Brotherhood of Railway Clerks, and member
of the adviso council of the President's Committee on Economlc Security.

Stanley M. Isaacs, president United Neighborhood Houses of New York.
Paul Kelloig, editor, "The Survey," and member of the advisory council of

the President a Committee on Economic Security.
Estelle Laudek, executive secretary Consumers' League, eastern Pennsylvania.
John L. Lewis, presdent, United Mine Workerm of America..
Broadus Mitchell, rofessor Johns Hopkins University.
Mary K. Simkhovitch, head worker, Greenwich House, New York.
Sumner Slichter professor, Harvard University.
George Soule, editor, "The New Republic."
Bryce Stewart, author "Unemployment Benefits in the United States", etc.;

staff expert of the President's Committee on Economic Security.
Robert J. Watt, executive secretary Massachusetts State Federation of Labor,

and member of Massachusetts Commission for Unemployment Insurance.
Margaret Wlesman, executive secretary, Consumers' League of Massachusetts.
Mary Gibson University of Chicago.
The joint statement:
"We commend in principle the administration's program as recommended by

the President's Committee on Economic Security. We support both the prin-
ciple and methods for old-age security embodied in the Wagner-Lewis Bill
which are baOd on the recommendations of the committee's staff and approved
by the advisory, egncil. We desire however, to protest against the unemploy-
ment-insurance pr9visions of the bil on the grounds that they are inadequate
anid unworkable."The bill prposd a Federal tax of 3 percent on pay rolls. In States estab-
lishing approved unemployment-insurance systems, employers will receive a credit
up to 90 percent bf this tax for the contributions which they make to their State
systems. Approval of State systems is conditioned on compliance with a few
minor standards.

"As against this tax-remission method a majority of the advisory council
recommended a Federal-subsidy plan. Einder this system the Federal pay-roll
tax goes directly into the Federal Treasury. The proceeds would then be paid
to those States which set up approved unemployment-insurance plans. Before
any State plan cold be approved it would have to comply with the uniform
minimum standards of benefits and administration prescribed in the Federal law.
, "Auexicin' econono life'is fundamentally national. It Is not organized

according to pollcal subdivisions. A single industry may extend over many
Sttes. Workers cros an re croo Ptate lines. In a society of fluid capital
migratory iduries, shltting labor markets, seasonal technological and cyclical
force , unemployment is a national social hazard. Any plan for unemployment
insurance must befitted to the facts of our economic life. '

"The shortcomings of the present 4iU in contrast with the subsidy rlan are:
"1. Under the tax credit, insistence upon essential standards is In.possible

bcus .of contitutignal limitations; the insignificant standards required of
the State in thO bill is an 'admissl6n of thif fact. The suelidy plan permits the
establishment and maintenance of basic standards by a traditional method of
tested constitutionality.

"'2. The W~a credit will produce A multiplicity of diverse and uncoordinated
Slateprograms. Employees of the ame company or members of the same trade
union Inandierent States will come un er widely differing plans, some receiving a
fair measure of protection and others ll. or nothing.

"3. The tax-credtit device Involves the duplication of tax-collection machinery
in each of the States, with resulting dual accounts and records. Under a subsidy
Plan the tax for unemployment insurance would be collected. through the same
machinery that would, collect, the taxc for old-age insurance, thus eating sub-
stantial economic.

"4. The tax-credit method can ceontxol the States only by penalizing the em-
ploye., Should a State fail tocipgrm, the Federi Government's sole recourse
wouldbe to cancel the tax credit given 4o the employers in the State. Employers
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would then have to pay the full Federal tax as well as the contributions required
by the State itself.

"The subsidy plan would operate directly upon the States to stimulate action
and to maintain standards.

"5. The requirement in the pending bill that the States turn over to the Federal
Treasury the contributions which they collect within their own borders encounters
constitutional barriers in some States which will make it impossible for them to
comply. Since the subsidy plan is based on a tax, levied and collected by the
Federal Government, control of the funds by a Federal agency is asslred. •

"Thle present proposal levies the tax on the earnings of all employees including
the highest paid executives, yet the States are left free to limit benefits to workers
earning less than designated amounts. Under the bill as now written it will be
possible for a State to provide an Insignificant benefit of a few dollars for 3 or 4
week only, after a long waiting period. Workers moving from one State to
another are left wholly unpro tested, while under the subsidy system it would be
possible to provide for such workers by a simple administrative device. "

"The subsidy plan will foster effective Federal-State cooperation in the devel-
opment of an unemployment-insurance system suited to our national needs.
It is simple, clear and certain, and easily and economically administered. It
would achieve a substantial measure of uniform protection and yet leave the
States free to experiment in making more liberal provision. At the same time
It would guard effectively against unfair competition among the several States."

JANUARY 31, 1935:
ion. ROBEwr F. WAGNZE, Chairman,

Committee on Education and Labor, United States Senate,
Washington, D. 0.

MY IDEAR SENATOR WAON'Z: Following my brief discussion with you yester-
day, at our meeting arranged by Congressman Connery, I am taking the liberty
of presenting in documentary form, as executive secretary of the American Fed-
eration of Actors, a r6sum6 of the matter affecting actors and other classes of
workers similarly situated, contained in section 4, Senate Bill No. 1130, relating
to old-age assistance, etc.

The bill as introduced by you provides in section 4, subsection (e) (2), page 4
that State plans for old-age assistance offered for approval shall be approved
only If such plans do not deny assistance to any person, who (among other
things)-
"has resided In the State for 5 years or more within the 10 years immediately
preceding application for assistance."

Actors and actresses, including those who appear in vaudeville, legitimate,
cabarets, motion-picture presentation theaters outdoor amusements, and other
classes of entertainers, by the very nature oi their work* would be, unable to
qualify under this provision because a large proportion of our rnembere are con-
stantly and continuously required to travel between cities in'one or more States,
and, according to the measure of their success and the consequent demand for
their services, are never in any one city or State for a sufficient period of time to
qualify under the 5-year-residence requirement of the bill.

As a matter of fact, large numbers of our members are, and for years have
been, completely disfranchised because they are continuously traveling, and
either do not have a permanently established home and fimilyor, if they do,
are not able to meet the qualifications of States like New Yor which require
registration by appearance in person in the voting precinct, even though actual
voting by mail a authorized by statute. This is easily understandable when
considering the number of artists who are either unmarried or whose wives or
husbands accompany them on their tours.

Attached hereto Is a copy of page 914 of the World Almanac of 1935 showing
the residence requirements of the various States for voting qualifications a
representative requirement being I year residence In the State, 4 months In the
county, and 1 month in the town and voting precinct. Our members are now
more conscious of their voting privileges and benefits than ever before in the
history of show business, and the requirements for voting, though much less
stringent than the provisions of the bill(8. 1130), have for years proved mpossble
of fulfillment by actors and entertainers required to do a great deal of traveling,
because they cannot control the conditions of their employment and must follow
Itineraries arranged by their employers and booking agents. If, As is true in
some cases, an actor plans to be at his legal residence to register or vote (where
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personal appearance is necessary within specified date, and he should have an
opportunity to get a week or a month's booking outside the State or county of
his residene, the loss of inome and posible extension of proffered employmentis too great for him to afford the sacrifice.

It seems to us that the 5-year period is unduly long, and for the benefit of all
classes affected, might well be reduced to approximately the same period as now
required for voting qualifications. Old people, without adequate subsistence
income, are often shunted from pillar to post and forced to go from place to place
accepting the charity sometimess for comparatively brief periods) of relatives and
friends and a too stringent residence requirement may easily defeat the humani-
tarian purpose of this legislation.

Approximately 43,000 men and women are employed In our jurisdiction, and
needless to say every actor and actress throughout the country Is vitally interested
in looking forward to the old-age assistance contemplated by this humanitarian
legislation. No employees in any field of endeavor work under more trying
conditions or are subject to greater mental or physical strain than as those of our
calling. To these fortunate few who win and retain for many years the public
favor which results in large incomes the terrors of old age mean little or nothing,
but to that large majority of the rank and file who must perforce suffer from
advancing years when they are no longer a box-office attraction and when the
public demands youth and new faces, the proposed legislation, if its scope is
extended so as to give them the same benefits as employees In other vocations,
will prove a source of everlasting satisfaction and comfort. It cannot be ques-
tioned that our people devote their lives to bringing pleasure to others, and it is
not conceivable that because of the migratory nature of their work, they should
be excluded from the benefits of this great social-security legislation.

As you know, our members during the war and on other occasions where a
worthy purpose or charity was concerned, have always given freely and generously
of their talents to benefit performances in order to bring financial aId to those
in distress. It Is not believed that Congress would intentionally, by too stringent
requirements as to residence, deprive us of the benefits of tis social-securitylegislation.

While it is difficult to suggest a revision of the provision of S. 1130 which will
cover all our people, it Is worth noting that most of them have one place where
their bookings are made, principally in the cities of New York Chicago, and
Los Angeles, and they would be qualified to obtain assistance if the provision of
section 4, subsection Ce) (2) were amended to provide that-
"for the purposes of this act the 'residence' of an actor, actress, public enter-
tainer, or other class of employees engaged In migratory vocations whose employ-
ment requires frequent changes of residence and who are thereby unable to meet
the residence requirements of this paragraph shall, with the approval of the
States concerned, be considered as the place where the applicants have regularly
returned upon completion of their engagements and have resided until required
to travel for the purpose of filling future engagements."

It would be highly desirable to make provision that the application for assist-
ance should be made in the State where the employer is located and where during
productive years the contribution to the fund is deducted from the salary of the
actor, but unfortunately, except In cases of employment by large concerns
operating chains or circuits the actor while booked In New York may be paid by a
different employer In a diderent State every week and under the present provi-
sions of the bill It would be Impossible for all his contributions to the fund to go
to one particular State, unless his services were performed for an employer or
employers located In that one State.

Of course this wording is not the result of mature thought as to exact language,
but is sufficient to convey the idea which It is desired to have considered by you,
and through your good offices by the committee considering the bill and finally
by the Congress Itself. I

You may rest assured that the large number of our members, your constituents,
whose headquarters are in New York as well as the many thousands In other
places, appreciate fully your outstanAing services to the State and Nation in
promoting legislation for social improvement and security, and will be everLbst.
.ngly grateful to you and to all members of te Congress for your assistance In
bi n Ithin their reach the benefits of the proposed old-age-assistatcelegilation.

Respectfufly yours,
/ AuRtcAw FEDERATION or A croas,t RALF'H WHITEHEAD, Executive Seedary.
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iP. B.-It might be advisable to- substiute the words "legal domicile" or
'domicile" for the word 0 esldenit" In the paragraph In question if (as you of

course will know) the effect of such suubstitution wll be to extend and miake less
stringent the requirements of this provision.

STATCUINI BY 0. A. IKuLP1,iuIVUTY o? PSNX&TLYANIA, PBILADZLPEUAJ PA.,
BuvoaZrr 23OSH,&U IN AxCX COMMIrru:

I am Oprofesaor of Insurance Ii4 the Wharton School 9f Vilnance and Coinier
University of Pennsylvania, Philadelphia, qand & fellow of th ast Le lSociety. In 1931 and 1932 1 servd ,s eommW. sone fr Pers Ialao h,
Interstate Conrunisalon. on UnBn to". me'pnsyran InItfsIte4 by the then Gover-
nor Nf ew York, Frankiq D. ovfl t. aI Iat~d as advWso to the
PennsyIva a" Commission on, Une~omi 1ns race. Durng the pat2

yeargl~~~~ h so&oWolmen s (0mnna-
tlop and Insurance, w 1.0 n Dlecem 1 4Iwlabtoma tha 16hthere area'num hinge lMe a e,-~i
bill (S. 1130) t like, fvor its general'obj It s ot t 0 purpose

ofthe follow ta et $opr~idq. lit of reason nb economljc4;eewty
bill should .'Mhe ati ot IntenO t Icon lei' -'dtaI d
"latof riti Somneoft defec ellmh bo*e

*The *netpa aCritic rehese. -
1. T om sson roviso for oo rib -y compulso*D - hfiut

ance. n a the o P t def f the IlU. P teaith
Insur c0 of a tha ki, nica eeaslest ut ifitopr-
atlon T'here are no actual ro ems Cal ,t 106-time te, an tv-

sev.The Insurance fun' uld e'e d Caln i ,pinetl ly aU Wi thin
th nod ofco on.. e be- bno erof nup nt generation
ln ine oblig to b61 b* a neax t. on Oin at would. need

to found. I wou0 1Iso nl U tpae
poulat ana sa of m**4inp A con's! faly Ier

ha ta t no r thAA e present ysezn. e healg risk
mo er pre ~ r o nt " tive wbk than y'dth"r 14
is ;uiftue)htt o-h*s~ r beo~ ped as o ai'th6ined-
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your finapleal contributions, the bulk of the unemployment risk will remain
where it has always been and where it must always remain, on the worker himself
and on public and private charity. Assuming a full-time unemployment rate of
8 percent (and an additional 50 percent for part-time employment), the fraction
of the risk to be assumed by any 3-percent-of-pay-roll insurance fund on the
average will be 3-12. The worker and society will still have the remaining 9-12,
and In particular cases even a greater proportion.

The question of cost, which several witnesses have referred to this morning, Is
an Important one. To a considerable extent, however, these costs are not new
costs at all but redistribution of present cots. The essential Idea of social Insur-
ance is that it does logically and according to plan what has to be done anyway;
In depressions like this by methods haphazard inefficient, emotional. No one be-
lieves that unemployment insurance will be able to assume the whole unemploy-
ment loss. It Is a first defense, and reduces by at least so much the demands on
other sources of relief. In the case of health Insurance there would be no new
costs at all; there would be an important redistribution of present expenditures.
The point is that someone pays now for all these social costs but not necessarily
the groups and persons most responsible or most able to take steps to reduce
them.

3. This would be a unique opportunity for this country, embarking on a series
of social-Insurance plans, to create a true social-Insurance system. A consider-
able bureaucracy will need to be created and the more nearly the various sections
of this bureaucracy can be coordinated the better for the Insured persons and for
those who support the plans. It is extremely important that we coordinate our
long-time relief program with unemployment insurance and to a lesser degree with
the other social Insurances. To prevent Inequities due to overlapping and gaps,
the social insurances must also be coordinated with each other. Foreign experi-
encq with poorly coordinated plans is a commonplace. At the outside there
should be State and national no more than two departments administering the
poor-rellel, publio-work, social-Insurance propa of the future. One might be
welfre, one labor. The posAbilitlee of a Single department for the whole Job
should not be shrugged off but examined carefully. Apparently there has been
no such examination by the framers of this bill.

4. The financial and actuarial problems that will result from a contributory
old-age annuity program such as is prcpoeed are so considerable that It should Le
initiated and expanded with the greatest caution. We already have a system of
State noncontributory pensions for the dependent aged to be subeIdizei by
Federal funds according to the bill. Our first objective should be to strengthen
this State system as an approach to the Immediate problem and the more feasible
goal.

CONmEzBNCz or g.xcuTtvzs or AmERICAN SCHOOLS FR2 Tn DZAV,

Hon. PAT HARIU5OK February 16, 1985.
C~hirman CommWee on'Findnee,' Uriid States Senate,

Washington, D. C.
Dai Si: I understand that your conimlttee has under consideration Senate

Bill 1130, the so-called "economic security, bill', and that the Commissioner of
Education has filed with your committee a memorandum suggesting certain
changes and additions. Among these changes and additions I note a request, B I
to provide for the education of physically handicapped children the sum of
$10,000,000 for the next fiscal year and for each fiscal year thereafter to be allo-
cated to the United States Office of Education. I have no doubt that your
committee will arrive at a just conclusion as to whether or not such assistance is
necessary In a general way to promote educational work among this handicapped
class of children. I note further under section B 4, paragraph E, the provlion
that not more than 25 percent of the fund allocated to any State shall be used
for residential schools or Institutions for physically handicapped children.

I have not had the honor of being consulted by the Commissioner of Education
In connection with the proposed assistance for the education of deaf children. I
do represent, however, as chairmAn of the executive committee of the Conference
of Executives of American Schools for the Deaf 64 residential schools for deaf
children in the various States In which over 14,)00 deaf children, or practically
77 percent of all deaf children in school last October, are educated. These schools
represent an Investment In plant and grounds of more than $32,000,000. All of
them have a history of earnest and successful endeavor in the education of the
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deaf, including vocational education. This is attested by the figures of the 1930
census showing that 88 percent' of the adult deaf are self-supporting, whereas
only 86 percent of the total adult population is put in the same claWs. This means,
of course, that the residential schools have successfully prepared their children
for many years for independent chitizenship.

Many of the residential schools for the deaf are not at present filled to the limit.
Others could ar reasonable expense provide for the expansion necessary to take
care of the small number of deaf children not now in school. It is a puzzle to
me to know why a policy of limiting the assistance to these well-established resi-
dential schools to one-quarter of the funds allocated for the deaf in any of our
States should be urged or adopted, when 77 percent of the deaf children are being
educated in these residential schools. •

For some time past small schools for the deaf have grown up-in various parts of
our States without proper supervision or classification. Many of them are
abandoned after a few years trial. Aside from the fact that their classes cannot
be well graded or their teachers properly supervised few of them provide proper
vocational education or manual-training work for the deaf children who attend
them, nor can there be the program of physical education, sports medical atten-
tion, instruction and character training easily possible in the resdental schools:
Out of the 19,0W0 deaf children in school In the United States in October 1934,
fortunately only 2,000 are provided for in these scatterd schools having 60 or less
children In attendance. Deaf children should by no means be taught with the
bhnd, cardiac., or crppled children. They need particular methods of instruc-.
tion and especially trained teachers undet skilled supervision, aa can be provided
best in large schools such as the residential schools for thr deaf. '

It has been the policy of nearly every State In the Union during a number of
years past to do away wvith small scattered schools for hearizig children, to con-
solidate them Into larger schools in which the children may be better housed,
graded, and supervised, and in which their general progress may be much better
watched over. This policy of abandoning the small, weak school and supporting
more strongly the large and well-organized school should apply, in my opinion, to
the education of the deaf as well as the education of the hearing.

I repectfully suggest, therefore, that the limit of 25 percent placed on the
allocation of funds for the education of handicapped children in residential schools
be tinot inserted In any legislation which you may adopt. It would seem more
logical and more helpful to allocate to reidential'schools for the deaf at least 75
percent of funds appropriated, as nearly 77 percent of the deaf schooll children of
the United States are taught In these 'schools most satisfactorily at the present
time.

Respeeifuliy yours,
....... PEReivAL, HALL,

Chairman, Raecutire Committee.
WASniNcTow, D. C.

The CHAIRMAN. The committee will recess now until 10 o'clock
tomorrow morning.

(Whereupon, at 12 o'clock noon, the hearing was adjourned until
Tuesday, Feb. 19, 1935, at 10 a. m.)
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TUESDAY, FEBRUARY 19, 1935

UNITED STATES SENATE,
CoMMITTEE ON FINANCE,

Washington, D. C.
The committee met, a 10 a. in., in the Finance Committee room,

Senate Office Building, Senator Pat Harrison (chairman) presiding.
The CHATRMAN. The witness this morning is Mr. Herbert Benjamin

of New York.

STATEMENT'0? HkRBERT BENJAMIN, NEW YORK CITY, REPRE.
SENTING THE NATIONAL JOINT ACTION COMMITTEE FOR
GENUINE SOCIAL INSURtANCE

Mr. BENIAMIN., I am appearing in behalf of the National Joint
Action Committee for. Genuine Social Insurance. It is my purpose
to show that thereAs not nly a need but an organized broad mass
movement for gnfiviAd social insurance. ,That the Wagner-Lewis
so-called "socia l security bill" represents the administration's attempt.
to evade the obligation to provide such insurance. That the immedi-
ate and potential resources of the Nation make the provision of genu-
ine social' instirance feasible anhd practicable. And, that a genuine
social insurance system must bage itself on the principles of the work-
ers' unemployment old age, and social insurance bill which is now
before Congress as W. R. 2827.

With'your, perm-issioi, r will file for the record a complete list of'
the organizations 'and groups in whose behalf we are privileged to
speak with relttioi; to the problem of unemployment and social
insurance. Examination will show that this list includes several
thousand of -national, State, regional, and local units of a great
variety of trad' union, fra ernl, a ers, professional, veterans,
Negro, youth, women, political, cultural, civic and other organiza-
tions. The one list includes a good many, though not all of the
organizations who after. a consideration of various social insurance
measures, endorsed the workers' unemployment, old age, and social
insurance bill as against all others. The second list enumerates
the various organizations whose delegates participated in the national
Congress for unemployment and social insurance which was held in
WYashingthn, D. C., on January 5,6, and 7 of this year. The National
Joint Action Committee and its officers were elected in this Congress
which unanimously rejected all such measures as the Wagner-Lewis
bill and with equal unanimity endorsed H. R. 2827, the workers
unemployment, oId-age, and social insurance bill.

The CHAIRMAN. Is that the Lundeen bill?
1145
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Mr. BENJAMIN. Yes sir. And with your permission, I may file for
the record the list of organizations.

The CHAIRMAN. Yes.
Mr. BENJAMIN. When it is remembered that these endorsements

were secured and this support rallied in the face of very bitter and
vigorous opposition, and despite the many differences of policy and
opinion which prevails as between the listed organizations on a great
variety of other problems, the significance of this wide-spread support
for tle workers' bill can be more fully appreciated. This broad
supporting movement for the workers' bill is proof of the fact that
the great masses of producers are rapidly realizing that their very
existence depends upon the establishment of a genuine system of
unemployment and social insurance. It serves also to prove that as
the masses become aware of this need they develop a capacity for the
united action which is necessary in order to compel enactment of
such a system of social insurance.

It is in behalf of the millions already associated with our united
movement and in behalf of all who suffer from and are menaced by
the effects of economic insecurity, that I appear before this com-
mittee. It is the sentiment and point of view of these millions that
I express when I declare that we regard the Wagner-Lewis so-called
"social-security bill" as not merely inadequate, but deliberately
deceptive.

For years our every demand that the Government shall assume the
obligation of providing unemployment and social insurance for those
who are deprived of their means of livelihood through no fault of
their own has been met by a flat "No." The Wagner-Lewis bill is
*ust another way of repeating that "No." Through the Wagner-
Lewis bill, the Roosevelt administration declares just as the Hoover
administration used to declare, that government as now constituted
must concern itself with preserving the profits of a few rather than
with preservation of the well-being of the overwhelming majority
of the population. Because we hold that the Government should
serve the millions of willing workers, farmers, and professionals of
this country and not merely the 3 percent who now own and control
the wealth of this country, we are fundamentally opposed to the
intent and provisions of the Wagner-Lewis social-security bill.

It is sufficient to compare the provisions of this bill to the professed
purpose of its sponsors to prove how entirely divorced thil measure
is from the actual needs of the great masses who suffer hunger, want,
and destitution in consequence of economic hazards that are inherent
in the present (capitalist) productive system.

In his various speeches and messages, President Roosevelt has more
or less correctly formulated what should be the purpose of a social
insurance or social security measure. In his message to Congress
on June 8, 1934, he stated this most clearly when he.declared that
"the security of the home, the security of livelihood, arid the security
of social insurance are, it seems to me, a minimum of the promise
that we can offer to the American people." In the light of the admin-
istrations proposed "social security" program we may well ask
whether the President was merely advising his party colleague On
the kind of preelection promises they should make. Certainly the
program submitted will not by any stretch of the imagination provide
security of home, livelihood, and social insurance.
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When the masses demand social. insurance they mean: First,
assured income in an amount that will preserve livig standards.
Preferably the masses would have steady work for winch they are
fitted at a wage rate that will make possible the purchase of all
necessities of Ife. r
But the present system of production forprofit rather than for use

serves to deprive millions of the opportunity to work and thereby
subjects all Workers to the menace of unemployment.

Despite the fact that President Roosevelt chooses to "stand or fall
by my refusal to accept mass unemployment as a permanent con-
dition of our future" it is generally admitted that under the present
system we are bound to have a permanent army of some 7,000,000
unemployed. This condition proceeds from the increasing dis ro-
portion between our expanding productive capacities and shrini
purchasing power. We will submit figures based on recent findings of
the National Industrial Conference Board that graphically describe
this process. These figures show that in October 1934 payrolls stood
at 60 percent, employment at 78.6 percent, and output per man-hour
at 129.5 percent as compared to the 1923-25 average. This means
that for the sampling industries covered in the given survey, 61
workers are able to now produce as much as 100 did 10 years ago.
Thus 39 percent are left unemployed or forced to seek employment in
new occupations.

Under such conditions, the share of wealth which goes to the wage
dnd salaried group who constitute the chief consumer group is con-
stantly reduced. This serves to shrink the market at the very
moment when productive capacity is increased. This very process
also militates against the possibility for the masses in the low incme'
group to accumulate some reserves for emergencies such as accident,
sickness, old age, and so forth, likewise the life destroying speed-upwhich accompanies the constant intensification of the labor process,
results in prematurely aging the workers and in the exclusionof the
middle agcd as well as those of advanced years from industry.

Finally, it must be borne in mind when designing a social-insurance
program at this time, that all of these factors make for more pro-
longed and more frequent crises. It is a fallacy that amounts to
actual deception to propose under such circumstances plans based on
the accumulation of reserves. As a matter of fact, a recent study
revealed that since 1790 this country has suffered 1 crisis year for every
1% years of prosperity. Under such conditions it is manifestly im-
possible to meet the problem of unemployment by building up reserves
during so-called "fat years" for the lean years. Certainly it cannot
be done on the basis ofa 3-percent tax on pay rolls.

This is the fundamental error of the Wagner-Lewis bill. And
because it must be evident that no insurance against loss of income
through unemployment can be provided by means of a reserve plan,
we cannot regard these plans as mere errors of judgment. They must
be recognized for what they are-deliberate attempts to deceive the
masses and circumvent their demand for assured income.

As against these reserve plans, we propose and demand a system of
unemployment and social insurance that draws funds not by taxing
either. directly or indirectly the meager wage income of the masses,
but by taxing ,the huge, petrified income and wealth of the rich. We
call your attention to the fact that the Government did not ask the
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big corporations to build up a reserve fund before it would issue
billions of dollars to these from the Reconstruction Finance Corpora-
tion. , The Government drew upon the already available resources
for that purpose. We demand that the Government shall do likewise
for the masses who have produced this Nation's wealth.

Are there such resources? Could adequate funds be raised to pay
for genuine social insurance? Our answer is both factual as well as
rhetorical. We know that this is the richest country in the world.
We know that if millions suffer hunger and want as they do it is not
because they are unwilling to apply their labor to the task of creating
all that is necessary and can be created to provide the necessities and
comforts of life.

Recently, however, we have also undertaken, with the help of com.
petent economists, studies of immediately available sources of funds
for adequate social insurance. Under the direction of Dr. Joseph
Gillman, chairman of the research committee of the Inter-professional
Association for Social Insurance, such a study produced the following
findings:

First, if, in accordance with the provisions of the workers' bill, all
incomes of $5,000 a year and over were taxed at the same rate as
now prevails in England, the Federal Government would increase its
revenue from this source alon& by more than five times. Thus, in
1928, 5, billion dollars could have been raised in this manner instead
of the slightly more than one billion which was actually obtained. It
should be pointed out in this connection that the rates of taxation in
France and Gecmany are even higher in some brackets.

Secondly, corpration taxes in the Uuited States are likewise ex-
tremely low. If, for example, & flat rate of 25 percent were imposed
on all corporation earnings o)f $5,000 per year and over, we could
have raised in 1928, $2,600,000,000 instead of the less than $1,200,o
000 000 which was actually raised in this manner.

Thrdly, present taxation on inheritance and the transfer of estates
by gifts is as low as I percent, on the average. In consequence of this,
the total income for the State and Federal Governments from this
source was in 1928 only $42,000,000 on total transfers of $3 6500,-
000,000. Even on the basis of a flat25-percent tax on euch transfers-
inheritance, gfts-the revenue in 1928 from this source could have
been increased to $888,000,000.

Fourthly, a seldom-mentioned but very important source of pos-
sible revenue would be a tax on now tax-exempt securities. This, it
should be pointed out, is not a new source, since at one time there
were no tax-exempt securities. By 1932 such securities were abroad
in the amount of $15,000 000,000. Since that time a tremendous
increase has produced suci securities in an amount which approxi-
mates $28,000,000,000.

Finally let us indicate one more neglected source of revenue. Leg-
islators Who unhesitatingly introduce sales taxes and other nuisance
taxes upon the impoverished masses, choose to overlook the great
accumulations of wealth that are listed as corporate surplus. The
net corporate surplus in 1928 amounted to $47,000,000 000. Even
after 3 crisis years, in 1932 the total corporate surplus still amounted
to over $36,000,000,000. A corporate surplus respresonts undistrib-
uted wealth. It is from such surplus that corporations continue to
pay dividends and high salaries long after the workers who produced
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this wealth have been reduced to pauperism. Thus, while labor has
lost 60 percent of its earnings since 1929, very little change has taken
place insofar as interest charges and funded debt. There has been
practically no change in the years of 1929 to 1932, and even in 1933
payments on this account were only 5 percent less than in 1929.

With your permission we will fie for the record tables that show
just how an unemployment and social-insurance program such as we
need and demand could be financed by tapping these neglected
sources of revenue. I might state here that this as well as other
material has been more fully elaborated in the recently concluded
hearings on H. R. 2827 before the Labor Subcommittee of the House
of Representatives.

Tiffs committee would do well to turn its attention to the problem
of reaching these sources of revenue. Until this has been done-until
a tax rate such as prevails in England and other countries where labor
has been able to exert greater pressure upon government is estab-
lished-we refuse to accept excuses now offered by those who decry
demands for adequate social insurance.

The sponsors of the Wagner-Lewis bill who go into hysterics when
mention is made of proposals for genuine social insurance cry that it
is impractical. It suits their purpose to bracket the Lundeen,
workers' unemployment, old-age, and social-insurance bill, H. R. 2827,
with such ridiculous concoctions as the Townsend plan. We say that
there can be no comparison between our program and the program of
Townsend, Huey Long, Father Coughlin, and the various other
demagogues whose only purpose is to exploit the misery and dis-
content of the passes. On the contrary, there is greater affinity both
In motive and in content between the Townsend plan and the
administration's program.

Neither the Wagner-Lewis bill nor the Townsend p lan can provide
a practical system of social insurance. Both try to detract attention
from what must be the source of funds-tax upon high income and
wealth accumulations. Instead, both plans propose to impose new
tax burdens upon the masses, even though these taxes when raised
will not serve to provide the funds necessary for the accomplislhnent
of their professed purpose.
. The Townsend brain storm proposes a 10-percent sales tax to
gladden the hearts of the rich. But even if such a monstrous tax
were imposed and collected, and oven if sales reached the 1929 level
the total proceeds would provide only $50 a month, or one-fourth of
the amount which the sponsor of thii plan calls for.

Likewise, the Wagner-Lewis bill, which pretends to be a social-
security measure, is in fact merely another revenue act. As the
Secretary of Labor already admitted before this committee, there is
nothing in the bill which would compel the Government to use a
single penny of the funds raised by this act for social insurance or
relief purposes. On the contrary, these funds will according to this
Cabinet member, be available for the building of more battleships
add other war purposes.

Thus while pretending to provide social security this act helps pro.
mote further insecurity for the masses who are menanced by war as
well as by hunger. By means of this act, the Federel Government
sidesteps the demand for a Federal system to meet a Nation-,ide
problem and condition. Instead it passes the buck to the several
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States. Moreover, it seeks to aid those forces in the various States
who are fearful lest the masses compel enactment of more nearly
adequate measures. The Wagner-Lewis bill lends Federal aid to
those who declare that the unemployed must be excluded from all
possible benefits. The Wagner-Lewis bill suggests a method whereby
even those who are not otherwise excluded -shall be compelled to
wait until at least 1938 before they can hope to come under the
doubtful safeguards which this plan would provide. In testimony
before the House labor subcommittee, Dr. Harry Lurrie, the well-
known social worker, pointed out that a sample study in the city of
Dayton, Ohio, demonstrated that even if such a plan as the Wagner-
Leis bill had been in operation 5 years previous to the present
crisis, less than 10 percent of those now unemployed would be eligible
for any benefits whatever.

Those who show such great concern for the handful of multi-
billionaires of this country, do not hesitate to suggest that the im-
poverished producers shall, when unemployed or handicapped by old
age, be reduced to existence on a maximum of $15 per week. Even
this miserly amount is to be withheld until after a worker has been
forced to exhaust such pitiful reserves as he may have during a
4-week waiting period. Then this bill proposes that after a maximum
Period of 15 weeks, the worker is to be set adrift or turned into a
forced laborer on some so-called "public works project" at the less
than subsistence rate of under $50 per month.

We will not attempt to detail all the many other obnoxious features
of this so-called "social-security bill." We do wish to inform this
committee that the masses are not to be fooled by such a hideous
caricature of a social-insurance program. For proof of this we refer
you to the records of the hearings before the labor subcommitti- on
1. R. 2827. Nearly 70 witnesses appeared in thesq hearings. They
came from all parts of the country, from practically every important
industry, workers farmers, professionals, veterans, Negro, and white,
men, women, and youths. Their testimony will show that they are
doing serious thinking about the problems with which they are faced.
Congress will do well to realize that the masses who are held in con.
tempt by the self-anointed leaders and self-styled statesmen, are
learning from the bitter experiences of these more than 5 years.
They are learning to think, to see through the ballyhoo and penetrate
through the organized campaign of silence and censorship which is
directed- against all plans and programs that make a serious practical
attempt to end the present insupportable conditions. They may lack
academic training, but they have that good common sense which
Mr. Hearst and others like him, consider merely the special attribute
of those Americans who know how to steal and cheat and exploit
and thereby z&mass millions of unearned wealth. They have the aid
and support of the trained technicians who along with the entire
productive population face hunger destitution, and destruction in a
land of plenty. Some can still be led astray and deceived for a time
with such panaceas as the Townsend plan. But we who are close to
the masses know that the Townsend plan is by no means as widely
supported as the press would have us believe. The movement behind
the Townsend .plan is as unsound as is the plan.

The movement for genuine social insurance rests upon the rock-
bottom foundation of the basic organizations of the producing masses,
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The trade unions, whose membership is sweeping aside even the opposi-
tion of their official leaders; the fraternal organizations, whose
membership is originally attracted by reason of the need for a form
of mutual aid in sickness and in death, but who now find that the
very crisis which produces the need for protection against loss of in-
come serves to destroy the effectiveness of the organizations they
established for such an eventuality; the veterans, who see the same
forces opposing their demand for social insurance as stand opposed to
their demand for immediate payment of their deferred wages, the
so-called "bonus"; the Negro masses, who see that they are ex-
cluded and discriminated against in the administration's so-called
"social security program" even as they were discriminated against
in every other measure ado pted by the present and past adminis-
trations; the professional, the domestic workers, the farmers, the
self-employed persons who are rapidly sinking into the ranks of the
pauperized mass; these are the forces who constitute the movement
for genuine unemployment and social insurance.

Of their spokesmen who testified in the hearings before the labor
subcommittee of the House, not a single one uttered a word of approval
for either the Townsend plan or the equally impractical and decep-
tive Wagner-Lewis bill. Each explained what kind of social in-
surance they, as experts on their own needs and the needs of their
fellow workers require and demand.

Since it would be impossible to offer amendments to a bill which is
deliberately designed to evade and defeat the demand for social
insurance, we will not attempt to offer amendments to the spurious
social security bill which is before this committee. Instead we wish
in conclusion to outline briefly the principles that must be incorporated
in a social insurance measure that corresponds to present conditions,
needs, and demands of the masses.

A genuine unemployment and social insurance program must be
designed to safeguard the masses against any lowering of the living
standards. It must serve to increase purchasing power, stimulate
productivity in the interest of a higher living standard and lead to the
necessary redistribution of wealth that is now withheld from circula-
tion.

Therefore, compensation must be at least equal to the average
wages which workers could earn if permitted to work in their own
normal occupation and locality. It must in no case be permitted to
fall below a fixed minimum health and decency level.

Such compensation can and must be provided by and only at the
expense of the Government and employers. No contribution in any
direct or indirect form should be levied upon workers and other low-
income groups.

All workers regardless of age, occupation, color, sex, nationality,
citizenship, religious or political belief, must be assured such com-
pensation for a I time lost because of involuntary unemployment,
old age, industrial accident, or sicknes- and maternity.

Representatives directly elected b. the workers themselves should
administer the social insurance system so that it will be operated in
accordance with their interests, conditions, and needs.
- These principles are not arbitrarily posed. They are the product

of several years of exhaustive discussion around the problem. They
do not represent a utopia. They represent a practical prograin

1151



ECONOMIC SECURITY AOT

developed out of the needs and experiences of the great masses who
suffer and face the hazards inherent in the present system. They
are not developed for an ideal society. They are developed to meet
conditions created by present day society and are consistent with
the present economic resources of the country. They will not pro-
vide security. There can be no real security under the present system.
But such a system will provide compensation for insecurity at the
ex enter of those who profit from the system which creates insecurity.

WYith tht. help of competent statisticians and economists we have
studied the possible cost of such a system of unemployment and
social insurance. In making such studies we have kept in mind the
fact that the cost will not be greater than that which we workers are
now forced to pay for conditions beyond our control for which we
are not responsible. We feel no need to offer any apoligies for the
possible cost involved in the establishment of safeguards for the
welfare and very existence of the great masses who are the majority
of the population. We have no desire to minimize this cost. We, the
wage and salary workers of this country have lost 60 billions of
dollars in income since 1929. No one has yet 'made apologies or
amend to us.

But in ascertaining the cost, we have established that it will not rep-
resent a fanciful and unrealizable figure. Taking into consideration
the fact that money paid out as compensation for unemployment,
and so forth, would be converted into increased purchasing power
and would thus be converted into a means for increasing production
and employment, our estimate shows that the total cost of social
insurance such as we propose would be on the basis of 10 million
unemployed, $3,661,000,000. A complete statement on this, together
with tables showing how these figures are arrived at, is available and
with your permission we can file this for the record.

Since we cannot amend the utterly insupportable Wagner-Lewis
bill, we call upon this committee to reject it and recommend for
immediate enactment, the workers' unemployment, old age, and social
insurance bill which is the only measure now before Congress that
incorporates the principles essential to a genuine unemployment and
social insurance measure. We ask you to frame and recommend the
adoption of a companion bill to H. R. 2827.

With the permission of the committee, I would be glad to file the
tables that I have referred to with regard to the sources of funds,
with regard to the cost.

The CHAIRMAN. They may be filed.
Mr. BENJAMIN, And if the committee desires, I am in a position

also to file for your information a brief on the constitutionality of the
workers' unemployment and social insurance act which has been pre-
pared by the international juridical association.

The CHAIRMAN. Give a copy of that to the clerk so that the com-
mittee may have it.

Senator BLACK. I would like to find out if the figures you gave in
there with reference to incomes, and so forth, do you give us the
references there to the sources from which you are paid-that is,
the Nation?

Mr. BENJAMIN. Yes, sir; we are giving you herewith both an analy-
sis of that and the tables as such on the basis of which these figures
were arrived at.
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Senator BLACK. I think I had a lett,:r from you or from someone
stating in reference to a question I asked on the stand a few days ago
as to the part of the national income which went to wages and other
sources. Someone wrote me a letter and said they had those figures
taken from a census report. Are you the one that wrote that letter?

M r. BENJAMIN. I cannot say that I am.
Senator BLACK. Have you those figures?
Mr. BENJAMIN. I have figures here that show what the total

income of the Nation has been and what the total loss has been in
income and what share of that loss has been suffered by the workers.

Senator BLACK. The question I had asked was the amount that
went to labor from the incomes in value of the manufactured articles.
Someone wrote me a letter and said that they had those figures taken
from the census. You do not have them?

Mr. BENJAMIN. No, sir. We have figures here that indicate, and
on that basis we have estimated the possible amount of reemployment
that would be developed by the payment of unemployment and social
insurance. We find that 60 percent of the total of purchasing pwer
goes back into wages, and in that sense we find a distribution of the
income as of 60 percent.

(The matters referred to by Mr. Benjamin in his testimony are as
follows:)

TOUSANDS OF ENDORSEMENTS

We publish below for the first time, the most complete available list of organiza-
tions and other bodies who have formally endorsed the workers unemployment
and social insurance bill.

Imposing as this list is, it nevertheless includes only such organizations and
bodies as have made known their action to either the National Unemployment
Council, the A. F. of L. Rank and File Committee for Unemployment-rnsurance
and the Fraternal Federation for Social Insurance. Undboutedly hundreds and
perhaps thousands of additional organizations have taken similar action in sup-
port of genuine social insurance but have failed to notify any of the bodies that
have been conducting the campaign for the workers' bill.

Of the greatest significance and Importance ts the extensive list of trade-union
organizations and locals. These as well as many of the other organizations lent
their endorsement in the face of the bitter opposition of the official national
leaders of the American Federation of Labor and other spokesmen for such Inad-
equate measures as the Wagner-Lewis bill. These endorsements therefore repro-
sent the considered and firm conviction of lions of men and women of every
industry and occupation in every part of the country who have learned to dis-
criminate between spurious and genuine unemployment and soial insurance plans.

We print this list at this time because it can be of great help to the committees
and groups in all cities in the effort to secure delegates to the National Congress
and in every struggle for unemployment and social insurance. We also take this
occasion to urge at, the listed organizations to follow up their endorsement by

owning In the necessary united effort to compel favorable action by the Seventy-
fourth Congress.

CITY COUNCILS, COUNTY, AND MUNICIPAL BODIES

Connecticut: City council, Bridgeport.
Idaho: City council, Cocur d'Alene.
Illinois: City councils, Belleville, Benald Casey, Caseyville, Collinsville,

Tarvey, Midlothian, Norwood Oak, Rockford, Thayer, Virden, and Ziegler.
Iowa: County Board of Des Moines.
Kentucky: County board, Covington.
Maine: County board supervisors, St. George.
iithigan: City councils Caspian, Platt, Sault Ste. Marie, board of super-

visors, Baraga County, advisory board district council of Detroit City Com-
mission, Sault Ste. Marie.
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Minnesota: City councils Eveleth, libbing, Minneapolis, Rochester and White
City Fire Department, Eveeth.

Missouri: City council, St. Louis.
Montana: City council, Great Falls.
Nebraska: Douglas County Board, Omaha.
New Jersey: City councils, Bayonne Clifton, Garfield, Linden.
New York: City council Buffalo.
Ohio: City councils, Bedford, Brooklyn Village, Canton, Landale and Toledo.
Oklahoma: Montgomery County commi.4oners, city council, pushing.
Oregon: City councils, Klamath Falls and Portland.
Penbsylvania: Town councils, Freedoml Boro, Sonway Defience2 Dudely,

Longandale, city councils, Allentown, Anrold and Conway, bckson City Forest
Hills, Glasport, Swissvale and Wilkensburg, school board of Challfont Boro.

Washington: City councils, Aberdeen, Tacoma.
Wisconsin: City councils, Cudahy, Racine, Milwaukee, Superior, West Allis,

Lake.
VETERANS OROANIZAIIONS

Italian Ex-Servicenien's League Bridgeport, Conn.; Veterans' National Rank
and File Committee, District of dolumbia; American Legion post, Chicago Ill.;
8 American LeIon posts, Schenectady, 4 American Legion posts, Long Isiand,
Big Six Post Veterans of Foreign Wars, New York, Workers Ex-Servicemen's
League New York, Daily News American Legion Post, United States War Vet-
erans, Mtanhattan Camp 1, United States War Veterans, George R. Tilly Camp
66, United States War Veterans, Roosevelt Camp 10 United States War Veterans,
Abraham Lincoln Auxiliary 54, Ncw York City, . Y.; American Legion post,
Glassport, Pa.; American gion posts, West Virginia.

INTERNATIONAL UNIONS

Iron, Steel, and Tin Workers, Amalgamated Association.
Mine, Mill, and Smelter Worker.m, International Union.
American Federation of Full Fashioned Hosiery Workers.
Moulders' Union of North America.
Textile Workers of America, United.

STATE YEDERA71ONS o LABOR

State Federation of Labor, Arkansas.
State Federation of Labor, Colorado.
State Federation of Labor, Iowa.
State Federation of Labor, Montana.
State Federation of Labor, Nebraska.
State Federation of Labor, Rhode Island.

CENTRAL, LABOR UNIONS

San Diego Federated Tradcs and Labor Council, San Diego, Calif.
Central Labor Union, Danbury, Conn.
Central Labor Union, Gibson County Ind.
Trades Labor Assembly, Sioux City Iowa.
Federation of Labor, Italamazoo lAch.
Central Labor Union, Minneapolis, Minn.
Central Labor Union, St. Louis, Mo.
Building Trades Council, Great Falls, Mont.
Cascade Trades and Labor Assembly Great Falls, Mont.
Central Labor Union, Grand Island, Nebr.
Central Labor Union, Lincoln, Nebr.
Central Labor Body, Atlantic City.
Central Labor Union Newark.
Essex Trades Councils, Newark, Essex, N. J.
Central Labor Union, Albuquerque N. Mex.
Central Labor Union, Jamestown, k. Y.
District Council of Queens and Nassau Counties, N. Y.
Trades . sembly, Schenectady, N. Y.
Bradlord Trades Assembly Bradford, Pa.
Federation of Labor, Ilazewood, Pa.
Central Labor Council, Pittsburgh District, Pa.
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Central Labor Union of Jeanette, Pa.
Central Labor Union of New Kensington.
Federated Trades Council Reading, Pa.
Federated Labor Union, Providence, R. 1.
Building Trades Council, Providence, RI.
Federation of Labor, Salt Lake CityUtah.
Central Labor Union, Spokane, Wesh.
Trades Labor Council, Racine, Wis.

LOCAL UNIONS

Asbelos,.Worker., Inlernational Association of Heat and Frost Insulators

Local 31, Providence, R. 1.

Barbers' International Union, Journeymen

Locals: 175, Danbury, 72 Norwalk, Conn.; Bellevillo Ill.; 182, Boston, Mass.;
913, Brooklyn, N. Y.; , Phiadelphia, Pa.; Salt Lake lity, Utah.

Bakery and Confectionery Workers' International Union of America

Locals: 125 Berkeley 43 Fresno, 24 San Francisco, Calif.' 62, 237, 2, 49
Chicago, Ill.; 190 Metucgen, N. J.; 79, 164 New York City, 14 Rochester, N. Y.;
39, 334 Cleveland, 177 Youngstown, Ohio; 45 Boston, Mass.; 204 Pittsburgh,
Pa.; 122 Providence, R. 1.; 473 Bellingham, Wash.

International Alliance of Bill Posters and Billers of America

Local: 49 Seattle, Wash.

International Brotherhood of Blacksmiths, Drop Forger# and 1telper.

Locals: 303 Butte, Mont.; 77 Milwaukee, Wis.

International Brotherhood of Boiler Makers, Iron Ship Builders and hlelpers of
America

Locals: 244 Sioux City, Iowa; 81 Readvllle, Mass.; 104 Seattle, Wash.; 249
luntingdon, W. Va.

International Union, Brewery, Flour, Cereal, and Soft Drink Workers of America

Locals: Butte, Great Falls, Mont.; Tacoma, Wash.; Newark, N. J.

Bricklayers, Mason and Plasterers International Union of America

Locals: Baltimore, Md '2 Detroit, Mich.; 1 St. Louis, Mo.; Brooklyn, 3 locals
in New York, N. Y 18 Cincinnati, Ohio- 3 Philadelphia, Pa.; Providence, B. .;
2 loals, Oshkosh, Wis.; 8 Milwaukee, Wis.; 5 Huntingdon, %. Va.

Building Service Employee' International Union

Locals: 1077 New York, N. Y.; 125 Providence, R. I.

Bridge and Structural Iron Workers International Association

Locals: 420 Reading, Pa.; 2410 Portland, Oreg.; 350 Atlantic City, N. J.

Carmen of America, Brotherhood Railway

Locals: 227 Chicago, 111. and 210: 23 Princeton, Ind.- 2031, 266 Sioux City,
Iowa; 56 Atchison Hans. 431 Ba ity, 1054 Detroit, 6d41 Port Huron, Mich.;
299 MInneapolis, M1inn.; 428 Providence, R. I.; 823, 1085 New York, N. Y.; 6488pokan.¢, Wash.

International Wood Carvers' Association of North America

Locals: Philadelphia, Pa.; Chicago, 111.i New York.
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National Federation of Po8 Office Clerks

Local: 10 New York,1 H. Y.

Retail Clerks' International Protective Auociation

Local: 753 Philadelphia, Pa.; Butte, Mont.

Cigarmakera' International Union of America

Locals: 225 Salt Lake City, Utah; 14 Chicago, Ii!.

Coopers' Internaltional Union of North America

Local: 9 Philadelphia, Pa.; 51 Detroit, Mich.

United Brotherhood of Carpenters and Joiners of America

District councils: Carpenters District Council, Kansas City Mo. 29th Annual
Convention, N. J. State Council of Carpenters, Newark, N. .

Locals: 1687 Montgomery, Ala.; 1089 Phoenix, Aris.; 891 Hot Springs, Ark.;
210 Stamford, Conn 132 District of Columbia; 352 Anderson, 1953 Greencastie,
487 Linton mld.; 52 Keokuk, 948 Sioux City, Iowa' 1784, 416, 410, 13, 58, 62,
181, 504 Chicago, 896 Crystal Lake, )366 Quincy, 16 Bellevlile-Springfleld, Ill.;
720 Auburn 11, 66, 157 Boston, 297 Brockton, Mass. 116 Bay City, 3.i7 Detroit,
1299 Iron river 1199 Pontiac, Mich.; 301 Duluth, ', 1865 Minneapolis, 87 St.
Paul Minn.; 13b9 Independence, Mos.; 286 Great Falls, Mont.; 2237 Bayonne,
349 iast Orange, 119, 1782 Newark, 299 Union City, N. J.; 2717 Brooklyn,
2372 Iarnersvi le, 66 Jamestown, 2090, 2163 New York City 163 Peekskill,
1115 Pleasantvilie, 203 Poughkeepsie, 16(0 Raymondsville, 188 Yonkers, N. Y.;
224 Cincinnati 1180 2159 Cleveland, 735 Mansfield, 186 Steubenville, Ohio;
220 2218, 2154 Portfand, 1065 Salem, Grog.; 2008 Ponca City, Okla.; 59 Lan.
easier, 207 Chester 122, 277, 10.50, 1051, 1073, 1856 2194 Philadelphia, Pa.;
1695 Cranston 816 Kingston, It. I.; 2016 Eastland, 1666 Kingsvh', Tex;
1984 Magna, Utah; 317 Aberdeen 662 Everett, 1184, 1335 Seattle, 84,68 S
kane, Tacoma, Wash.; 161 Kenosha, 2244 Little Chuta, 849 Manatowoc, 103,
2073 Milwaukee, 460 'VKubau, Wis.; 1620 Rocksprings, 1241 Thermoposli, Wyo.

Amalgamated Clothing Workers of America

Joint Council St. Louis, Mo 'Joint Board of Philadelphia, Pa.
Locals: 1 Boston, Mass.; 4 New York, N. Y.; 75 Philadelphia, Pa.; 38 Chi-

cago I11.
Dro/lsmen's Union, Internaoional Feieraltion of Technical Enginecrs, ArchitcU

Local: 54 Milwaukee, WIs.

International Brotherhood of Electrical IVorkera of America

Locals: 82 Los Angelc, Calif.; 122 Great Falls, Mont.; 292 Minneapolis,
Minn.i 31 Brooklyn, N. Y.; 623 Now York City; 65 Butte, Mont.; 48 Sioux
City, Iowa.

International Union of Operating Rnginc,,'s

Locals: Sioux City, Iowa; 5 Detroit, Mich.; 34 Minneapolis, Minn.; 48 Los
Angeles Calif.' 3 Brooklyn N. Y.; 506, 506a, 835 Philadelphia, Pa.; 37 Provi-
dence, A. I.; 85 Spokane, Wash.

International Engrarers Union of North America

Local: 5 Chicago, Ill. Federal unions

Ice and Cold Storge Workers, 16918 Central [a, Casket Makers, 10300 Chicago
Ill. Automobile Workers, United Federal Labor 18677 Detroit Ternsted Local
of United Auto Woikers Union, betrolt, Buick Local A. F. of L., Flint, Mich.
Federal Local 19253 Great Falls, Mont.; Dental Laboratory Technicians, 18405
St. Louis, Mo.; Fedcral Labor Union 19128 Lincoln, Nebr.; Acionautical Work-
ers, Federal Labor 18286 Buffalo, g, Y. Midvalo Steel Federnl Unlov, Phila-
delphia Bras Boblbn Winders, 14659 Philadelphis, Brass Bobbin Winders,
Philadelphia, Radio Workers, Federal Labor, 18332 Philadelphia, Pa.; Antomo-
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bile Workers United Federal Labor 18614 Cleveland, Ohio; Federal Labor,
Providence, It. I.; Federal Labor Union 19155 Breckinrldge Tex.; Sawmill
19515 Huntington, Chemical Workers, 18634 Huntington, W. Va.; Federal
Labor (Vincent McCall), 18846 Kenosha, Simmons Bed Federated Union,
18456 Kenosha, Federal Labor, 185462 Milwaukee, Wis.

.International Association of Fire Fighters

Locals: 37 Chicago, Ill.; 301 Burlington, Iowa; 06 Butte, Mont.; 287 Long
Beach, Long Island, N. Y.

International Brotherhood of Firemen and Oilers

Locals: 32 Detroit, Mich.; 13 Spokane, Wash.

International Fur Workers' Union of United Slates & Canada

Local: 3 Brooklyn, N. Y.

International Ladies' Garment Workers' Union

Locals: 65, 64 Los Angeles, Calif.; 64 Chicago, Ill.; 20, 22, 66 New York. N. Y.

United Garment Worker. of America

Locals: 75 Philadelphia, Pa.; 27 Minneapolis, Minn.

Window Glass Cutter.' League of America

Local: 528 New York, N. Y.

American Flint Glass Workers' Union

Locals: 93 Chicago, Ill.; 2 Glassport, Pa.

International Glove Workers' Unions of America

Local: 69 Gloversvillo, N. Y.

Granite Cutters' International Association of America

Locals: Concord, Penacock, N. 1.; Barre, Vt.

United flalters, Cap and Milliner, W Vorker8 International Union
Locals: 10 Danbury, Conn.; 8 New York, N. Y.; 6 Philadelphia, Pa.

International Hod Carriers, building & Common Laborers' Union of America

Locals: 691 Santa Barbara, 270 San Jose, Calif.; Bridgport,|Con.; 455 New
Raven 624 Norwich 499 Stamf~rd, Conn.; Belleville, Centralia, Zeigler Il
Princeon Ind . Waltham, 210 'Worcester, Mass.; 563 Minneapolis Minnl
150 Butte, 278 brcat Falls, 187 Missoula, Mont.: 690 Newark, 31 Union City,
N. J.; 141 Port Chester, 435 Rochester, N. Y.; 173 Pittsburgh, Pa.; 271 Provl-
dence, R. I.; 242 Seattle, Spokane, Wash.

1otel and Restaurant Ermployee. and Beverage Dispensers' International Alliance

Locals: 94 San Francisco, 271 Petaluna Calif.; 781 Washington, D. 0'. 733
Detroit Mich.; 34 Minneapolis, Minn . 169 Newark, 608:Atlantic City, N. 3.;
825, 2 Brooklyn, N. Y.; 72 Cincinnati, dhio; 659 Dallas, Tex.

Amalgamated Association of Irdn, Steel, and n WVorker8

Locals: 709 New Britain, Conn.; 184 Sioux City Iow,,; Sparrows Point, Md.
(-0 Orat Falls, Mont.; 149 Clalrton Pa. Eliwood bity, 169 Ellwood City, 38. 61
Johnstown, PA.; 37 Providence, R. Y.; I Pollanabee, A. Va.

Jewelry Workers Union International

Locas: 2 Neveark, N. J.; 1, 21 New York.
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International Union of Wood, Wire, and Metal Lathera

Locals: 305 Zreat Falls, Mont.; 113 Sioux Falls, Iowa; 455 Lake Worth, Fla.

Laundry Wtorkers' International Union

Local: 108 St. Louis, Mo.

United Internalional Union Leather Workers

Lo&ds: New York, N. Y.; Chelsea, Maus.; 52 Philadelphia, Pa.

Lithographers' International Protective and Beneficial Association of the United
States and Canada

Local: 5 St. Louis, Mo.

Longshoremen's International Association, Paciic Coast Convention

Locals: 38, 12 Seattle, Wash.

Machinists International Association of Convention of International Association of
All Afachinits of New .,ngland, Boston, Mass.

Locals: 84 Berwyn, 234, 83 337, 915 Chicago, 390 Park Ridge, 11. 178 Sioux
City Iowa- 404 Baltimore, ld.; 64 Massachusetts- 1122 Detroit, Mich.- 459
St.'Paul, inn.; Concord, k. H.; 816 Hokoken, N. J 447 402, 226 New iork,
417 Staten Island, N. Y.; 162, 729 Cincinnati, 439 Clevefand, 203 Akron 404
Youngstown Ohlo- 10 Sharpsville Pa 119 Newport, 110 Newport, R. I.; 79
Seattle, Wash.; 57 huntington, W. Va.; 116 Milwaukee, Wis.
International Association of Marble, State, and Stone Polishers, Rubbers and Saw-

yers, Tile and Marble Setters, Helpers and Terrasso Helpers

Locals: 62 Philadelphia, Pa.; 8 Providence, R. 1.; 47 Milwaukee, Wis.

Amalgamated Meat Cutters & Butcher Workmen of North America

Locals: 333 Butte, Mont.; 545 St. Louis, Mo.; 18, 174 New York, N. Y.;
110 Philadelphia, Pa.

Brotherhood of Maintenance of Waly Employees

Locals: 1077 New York, N. Y.; Sioux City, Iowa.

Sheet Metal Workers' International Association

Locals: 2 Stockton, Calif; 615 Buffalo 137 New York, N. Y.; 329 Salisbury,
N. C.; 37 Providence, R. I.; 446 Great Fails, Mont.

International Union of line, Mill, Smelter Workers

Local: Bessemer Ala.; Eveleth, Minn.; 3 Bin gham, Utah; Spelter, W. Va.;
125 Iron River, Mich.; 1635 Kansm City, Mo.; Slt Lake City, Utah.

United Mine Workers of America

Locals: 3664 Auburn, 3543 Benton, 52, 1397 Central[a, Glen Ridge, 3644
Gillespie, 2840 Middlegrove 2109 Nashville 721 Pans, 2403 Springfield, 720
Staunton 691 Tray, 5599 Westville, Ill.; 6363 Bicknell 5584 Princeton Ind
13 Des Moines, 916Illtema, Iowa; 101 South Ilbbling, Minn.; 1 Butte, Mont.
4472 Glen Robins, 5497 Powhatan, Ohio; 1451 Connerton, 2399 Dairytown, 4434
Fayette, 494 Ilomer City 1560 Lost Creek, 807 Maple 1ill, 2587 Raven Tun
1545 Torty Fort, 5383, 3M06 Renton 1398 Shaft, 2611, 113, 2346, 1509, 1414,
1413, 1685 6109, 1467 Shenandoah, Three Locals Westnorelad 86x Mile Run,
4439 South Brownsville, 458 Swoyersville Pa.; 6147 Besoco 6107 Killarney,
6106 Meade, 2080 Pimberton, W. Va.; Ladies Auxiliary 920, Pittsburgh, Ladies
Auxiliary 762 Pittsburgh, Pa.
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International Molders' Union of North America
Locals: 101 Stamford Conn.; 182 Belleville, 275 Chicago 153 IHazelcreat, Ill.;

24 Baltimore Md; 38A Kalamazoo Mich.; Anaconda Mont.; 84 Buffalo, 78
Watertown, P. Y.; 27 Cleveland, Ohio; Che&Iersham, Philadelphia, 111 Phila-
delphia, 348 Reading, Pa.; 171 Port Orchard, 158 Seattle, 338 Spokane, Wash.

American Federation of Musicians

Locals: 403 Willimantic, Conn.; 219 Stanton, Ill.; 24 Akron, Ohio; 362 Hunt-
Ington, W. Va.

Oil Field, Gas Well and Refinery Workers of America
Chemical and Oil Workers Union, Oakland, Calif.; Local 210 Hammond, Ind.

Brotherhood of Painters, Paperhangers and Decoratore of America

District councils: Painters District Council 46, Los Angeles, Painters District
Council, San Francisco, Calif.; District Council-Advisory Bd. Painters Bro.,
Detroit, Semiannual Conference Mich. State Painters Lansing, Mich.; Painters
District Council Kansas City Mo.;" Painters Distridl Council, Newark, N. J.;
Painters District Council 21, Philadelphia.

Locals: 713, 449 Glendale, 235,5 lHollywood, 1346 Inglewood, 256 Long Beach
1065 92, 1345 1348, 51 202 1345 51, 831 792, 644, 511, 636 202, 1348, 1661
Los Angeles, 91 Montrose, 1147 Rosevie 3 16 San Jose, 821 Venice 441 Whittier,
919 Wilmington, Calif.; 930 Denver, 6 olo* 190 Bridge prt, 1276 Westport,
Conn.; 368 Washington, D. C.; 1088 Davton each, 1321 Clearwater, 1175 Coral
Gables, Fla.; 193 Atlanta Ga.; Belleville, 627, 275 294 637 Chicago, 863 Lake
Forest, 460 Hammond Ill.; 1215 Boone, Iowa- 177 Atlantic City, 653 East
Rutherford 997, 426 faddon Heights, 705 Irvington, 777 Newark, 174, 140
Passaic, 144 Perth Amboy, N. J.; 201 Albany, 442 Brooklyn, 504 Flushing, Long
Island, 822 Glen Cove 721 Islip, 498 Jamestown, 121 Longlsland City 848,
892, 499, 997, 1101, 90, 261 New York City, 707 Oneida, 1035 Richmond Hill:
Long Island 795 Rockaway Beach, Long Il|and, 1134 Rockville Center, N.* Y.;
229 Kansas City, Kans.; 1244 New Orleans, La 623 Chelsea 258 Boston, Mass.;
675 Dearborn, 42, 357 591, 37, 552 Detroit, Mich.; 9 Kansas City, Mo. 1086
386 Minneapolis, 681 Aochester, 540 Winona, Minn 720 Butte, 260 Greal Falls'
Month ; 50 308 866, 531 Cincinnati, 705, 86, 128 Cleveland, 1103 Mentor, 544
Toledo, Ohio; 443 Okmulgee, 935 Tulsa, Okla.; 788 Sandusky 438 Steubenville,
476 Youngstown Ohio; 751 GibsonIa,. 1114 Danesville, 380 Lancaster, 887 Oi1
Cit, 306, 997, 763, 632 Philadelphia 479, 282, 6, 84 Pittsburgh, Pa . 15 Central
Falls 195, 692 Providence, RI.; 686 Apartanburg, S. C.; 965 Jackson City, Tenn.,
123 6 llman, Vt.; 743 Olympia, 1220 Tacoma, 1114 Janesville, Wash.

Pattern Mtakers Leaglue
Local: Detroit, Mich.

Paper Plate and Bag Makers

Local: 107 New York City, N. Y.

Paging Cutters Union of thes Unitdd States of America and Canada

Locals: Clark Island, 108 Tenants Harbor, 9 Thomaston, Maine; 43 Wood-
stock, Md.; 53 Rockport, Maw..; Concord, N. H.

Plasterers International A4sOciation of thA United, States and Canada United

Locals: 87 Montgomery, Ala. 343 Long Beach, 460 San Francisco, Calif.;
32 Denver, Colo.; Btoomington, Ill .155 Baltimore, Md . 65 Minneapolis, Minn.;.
Omaha, Nebr.; 60 New York, N. .; I Cincinnati, 7 Toledo, 179 Youngatown,
214 Hamilton, Ohio- 40 Providence, 182 Franklin, R. I.; 31 Pittsburgh, Pa.;
746 Mount Vernon, 7 Seattle, Wash.; 110 Great Falls, Mont.; 428 Racine, Wis.;
352 Ovel, Wyo.

United Association of Plumbers and Steam Fitters of the United States and Canada
Locals: 230 San Die o, Calif.; 18 Sioux City, Iowa; 64 Northampton, Mass.;

98 Detroit, MIch.; 41 Butte, 130 Great Falls, Mont.; I Brooklyn 206 FImira,
N. Y.* 98 Cleveland, 108 Hamilton, OhIo; 42 Reading, Pa.; 478, 26 Providence,
R. L.; 604 Beaumont, Tex.; 608 West Allis, Wis.
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International Union Metal Polishers

Locals: 6, 277 Chicago, Ill.

Printing Pressmen's and Assistants' Union of North America

Locals: 140 San Diego, Calif.; 147 Wichita, Kans.; 3, 4 Chicago, Ill.; 1968N,w
Brunswick, N. J.; 23 New York City, N. Y.

International Brotherhood of Pulp, Sulphite, and Paper Mill Workers of the U. Sand Canada

Locals: 37 East Millinocket, 27 Woodland, Maine.

United Textile Workers' of America-Plush Weave

Local: 471 Philadelphia, Pa.

Quarry Workers, International Union of North America

Locals: 82 Rockport, 81 Lanesville, Mas.

Railway Brotherhood, Order of Railway Conductors of AmeMa

Local: 55 Port Jervis, N. Y.

Brotherhood of Railroad Trainmen

Local: Milwaukee, Wis.

Brotherhood of Locomotiv Engineers
Delegufh- from 150 divisions of locomotive engineers, Kansas City, Mo.;

locals: 40b Milwaukee, Wis.; West Virginia.

Brotherhood of Locomotive Firemen and Enginemen

Locals: 23 Jersey City, N. J.; 183 Cleveland, Ohio; Montivedo, Minn.; 1 PortJervis, Nq.Y. Order of Railway Conductors of America

Locals: 69 El Paso, Tex.; I Oak Park, Ill.; 698 Chicago, 227 Chicago, Ill,

United SfateTile, and Composition Roofers, Dam and Waterproof Workers' Asciation

Locals: 80 Great Falls, Mont.; 4 Newark, N. J.

International Alliance of Theatrical Stage Employees and Moving Picure Mck.ne
Operator, of the United States and Canada

Locals: 130 Altoona, Pa 361 Kenosha, Wis. 476 Eau Cliir, WLs.; 698 Marion
Ohio; 644 New York, N. Y.; 3 In Sioux City, towa; 150 Los Angeles, Calif 30d
New York, N. Y.; 223 Providence, R. 1.; 460 Wcne, Wis.; International AUlance
of Projectlonists, N4ew York, N. Y.

International Stereotypers' and Blectrotyper ' Union of North America

Locals: 8 East St. Louis, Ill.; 114, 15 Dayton, Ohio.

Journeymen Stonecutters' Association of North America

Locals: Akron, Ohio; Concord, N. H.

Switchmen's Union of North America

Locals: 240 Liberia, Kans.; 291 Paducah, Ky.

International Typographical Union

Locals: 231 San Jose, 899 Whittier, 221, 21 San Diego Calif.; 41 Atlanta, Ga.;
491 Pocatello, 241 Turvi Fall, Idaho; 330 Berwyn, 215 Decatur 300 Alton Ill.;
292 Cedar Rapids, Iowa; 590 Hobart, 10 Indianapolis, Ind.; 727 Hibbing, Minn.!
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131 Elmhurst Long Island; 6 New York, N. Y.; 499 Okmulgee, Okla.; 62
Toledo, 2 In Toledo Ohio; 242 York, Pa.; 43 Charleston, S. C.; 202 Seattle,
Wash.; Daily News Chapel, New York City, N. Y.

Journeymen Tailors' Union of America

Locals: Youngstown, Ohio; 46 Buffalo, N. Y. 131 Pittsburgh, 323 Dethle-
hem, Pa.; 106 Spokane, Wash.; 86 Milwaukee, 28 Green Bay, Wis,

American Federation of Teachers

Local: 256 Grand Rapids, Mich.

International Brotherhood of Teamsters, Chauffeurs, Stabtemen, and Helpers of
America

Locals: 429 Reading, Pa.; Los Angeles, Calif.; Atlantic City, N. J.; Duluth,
Minn.; 156 Philadelphia, Pa.

United Tezlile Workers of America

United Textile Workers Convention- District Council of American Federation
of Full Fashion Hosiery Workers of Kew Jersey; District Council of American
Federation of Full Fashion Hosiery Workers of New York, New York City,
N. Y.; Convention of American Federation of Hosiery Workers, Reading, Pa.

Locals: New Orleans, La.; 31 Northampton, Mass.; 1733 Paterson, 2052
Union City, N. J.; 8 New York, N. Y.; Allentown, 4 Langhorn, 1760, 702, 1589,
1526, 706 Philadelphia, Pa.

Upholsterers' International Union of North America

Locals: 75 Baltimore, Md.; 77 Philadelphia, Pa.

INDEPENDENT UNIONS

California

Agricultural and Cannery Workers Industrial Union.

Connedicul

Shoe Makers Association of New Haven.

Illinois

Progressive Miners of America of Cuba, Taylor Springs, and Springfield
Workers Alliance Union of Staunton.

Manachus;ll

Weavers Progressive Association of Fall River.
Workers Protective Union of Lowell.
National Textile Workers Union.

Michigan

Registered Pharmacists Association of Detroit.
Sheet Metal Workers of Detroit.
Auto Workers Union of Detroit.
International Society of Detroit.
United Workers of Detal Co. of Escanaba.

Minnesota

Packinghouse Workers Industrial Union.

New York City

Association of Laboratory Technicians.
American Newspaper Guild.
Alteration Painters.
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Drygoods Workers' Union.
Food Workers Industrial Union.
Furniture Workers Industrial Union.
Glass and China Decorators Industrial Union.
Laundry Workers Industrial Union.
Marine Workers Industrial Union.
Needletrades Workers Industrial Union.
Tobacco Workers Industrial Union.
Steel and Metal Workers Industrial Union.
Soft and Bristle Hairdressers Union.
Toy Workers Industrial Union.
Photographic Workers Industrial Union.

Ohio

Mechanics Educational Society, Cleveland.

Pennsylvania

Union of Beaver County of Rochester.
National Miners Union of Pittsburgh.
United Ribbon Workers Association of Allentown.
Independent Coal Operators Association of Shamokin.
Independent Union of the Columbia Steel and Shaft Co. of Carnegie.

Rhode Island
American Independent Textile Workers Union of Pawtucket.

Texas

Laborers Association of Breckenridge.
Association de Domesticos.
Assoclacion de Jornaleros.

Washington
Fisherman and Cannery Workers Industrial Union of Seattle.
National Lumber Workers Union of Seattle.

CLUBS

Connecdicta

New Britain Association of Lithuanian Workers, Inc Br 108, Lithuanians'
Citizens Independent Club, Polish Workers, Scandinavian Entertalners, Scan-
dinavian Workers, First Polish, Slovak Political.

Illinois

Polish Democratic Club, Chicago, Progresive Workers of Brookside Town-
ship, Polish-American Citizens, Chicago Heights, Hunters Protective Club.

Michigan

Chippewa County Workingmen'a of Sault Ste. Marie, Slovak American
Citizens Club.

News York City

Associated Workers Club, Moshulu Progressive, Pelham Parkway Workers, New
Youth Group, Fordham Progressive, Tremont Progressive, Midas Youth Ridge.
wood Youth Utica Center, Canarsie Worker New Youth, Progressive Workers,
Social Youth Progressive Community Center, American Youth, Taxpayers
Civic Ann's of Maspeth, Inc., Italian American Progressive New Group, Pequoits
Ladies Social, Tamacqua Social, Unionport Political, Yorkville Workers,A. C.,
Oceans Social Boro Park Culture, New Group, New Culture, Rugby Youth,
Red Sparks, Cli Grand West Side, W. C., New Youth Center, Hois Circle
Democratic Club, Elmhurst, Crematorial Society Bremer Ladies, James W.
Husted Fellowcraft, National John Reed Clubs, Italian American Progressive
Club.
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New Jera-y

American Slovak Citizens' Club.
Ohio

Julian Marchlewski Polish Club, Doumanian Democratic Social Club.

Pennsylmnia

Polish Club, Carnegie, Workers Educational Club, Monessen, Polish Workers
Club, Fairhope Rod and Gun Clubs.

FRATERNAL OROANIZATIONS

California

Workermen's Sick and Death Benefit fund of U. S. A.

Conneticut
Italian Fraternal Association.
St. Stanislaus Society 102 Polish Union of America.
Daughters of Mary.
St. Vincent Society.
L. D. S. Youth Branch 143.
Modern Woodman of America Camp 10431.
Grand Duke Withold.
Ladies Evangelical Congregational Circle.
National Siovak Society.
Slovak Evangelical Union A. C. of Ainerica.
Hungarian Aid Association of America.
Education Zirgvolkis Benefit Society.
International Workers Order.
St. George Benefit Society.
St. Andrews Benefit Society.
St. Joseph Benefit Society.
St. Kasimer Benefit Society Lithuanian.
Russian Mutual Aid Society of America.
Sons and Daughters Benefit Society.
Towarzystwo, Swietego Kryzyza.

IUinoi

Russian National Mutual Aid Society.
Mutual Protective Association Inland Steel Local.
Scandinavian Unity Conference.
Italo-American National Union.
Aldo Chorus.
Slovak Evangelical Union A. C. of America.

Indiana

Slovak Evangelical Union A. C. of America.

Iowa

Slovak Evangelical Union A. C. of America.

Louisiana
Knights of Peter Claver,

Montana

Slovak Evangelical Union A. C. of America.
International Workers Order.
Slovak Evangelical Union A. C. of America.

Maryland

Polish Amerlean.Citizens League,

1 16807..-,W-74
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Afassaehusetts

Polish District Chamber of Labor.
Tadensz Kosiuszko.
S. B. Llasve's Chorus.

Minnesota

Slovak Evangelical Union A. C. of America.

SAfissouri
Slovak Evangelical Union A. C. of America.
International Workers Order.

Vestl Virginia

Siovak Evangelical Union A. C. of America.

Lithuanian Art Chorus. Michigan

United Ukrainian Toilers.
Italian Lodge.
Czechoslovak Baptist Church.
Evangelical Slovak Women's Union.
National Slovak Society.
Slov. Ev. Av. Confession Union.
Al Saints Society.
Slovak Evangelical Union A. C. of America.
United Sausage Distributors Union L. 122.
Slovak Gim U Sokol.

New Jersey

International Werkers Order.
Association of Lithuanian Workers.
Russian National Mutual Aid Society.
Slovak Evangelical Union A. C. of America.
Russian National Mutual Aid Society.
Elso Newarki Magyi Garoby Gaspar B. S. E.
Rakocal Hungarian Sick Benefit Association.
Verhovay Aid Association.
Czechoslovak Society of America, Lodge 236, Dunellen, N.'J.
Bohemian Workers Sick and Death Society.
Hungarian Workers Home and Amateur Society.
Joseph Ponlatowskl Beneficial As'n, Inc.
Carteret Workers Ass'n.
Slovak Gymnastic Union, Sokol, Lodge 220.
Slovak National Society.
National Slovak Society.
First Catholic Slovak Union.

New York City

Independent Order of Odd Fellows: Thomas Jefferson Lodge 441; Pannonia
Lodge 185.

Knights of Columbus: Brendan Council 306; Vlncentian Council.
Foresters of America: Grand Court State of New York; Court 16, 200, 211,

211, 340, 439, 453.
Independent Sons of Italy: Supreme Lodge.
Sons of Italy Grand Lodge: Loggia Cesare Battlst 583; Logga Uguaglianta 83.
Workmen's Circle: Branches 35, 38 398, 405, 407, 417 515, 554, 956.
Workmen's Sick and Death Benefit Fund: National Committee; Manhattan

Agitation Committee- Branches 1, 6, 23, 24, 25..28, 70, 103, 157, 158, 180, 224.
Biellese Workers Mlutual Society.
Geisen Sick Benevolent Society: Ind. Ostrolenker Y.- M. B. A.
Adolph Ullman Aid Society: Radnick Chorus.
Slovak Evangelical Union A. C. of America: Branch 28.
International Workers Order: 1,100 Branches.
International Workers Order, Youth Section: 1450 Branches.
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Independent Tomashpoler Society.
Prager Warschauer Y. M. A. S.
Russian National Mutual Aid Society: Branches 45, 47, 65, 66, 69, 86, 8, 104.
Slovak Catholic Sokol Society.
Woodman of the World, Liberty Camp 279.
Workmen's Benevolent and Benefit Society.
Loggia B. Cellini.
First Dimerer Progressive Society.
Sun Ray Democratic Association.
Fraternal Federation for Social Insurance.
Bershader Benevolent Society.
Catholic Sokol.
Fathers Club of the Lavanburg Homes.
Societa' Campobello di Mazzara.
Societa' Cittadini di Favara.
Socleta' Concordia Partanna.
Societa' Cor Bonum Corigliarrere.
Society' Progressiva Italiana.
Ribera Mutual Aid Society.
Sant'Agata Militello Rosmarino.
S. M. S. Sauteramlo in Colle.
Unita' Adornese di M. S., Inc.
Socleta' Mutuo Soccorso Furnarese.
Association of Lithuanian Workers, Inc., Branch 13, 14, 15.
Association of Lithuanian Workers, Youth Branch.
Lithuanian St. George's Society.
Roumanian Christian Society.
Roumanian Society Avram lancu.
Ukranian Benefit Society "1Bukowina".
Ukranian Free Alliance.'
Vereinigte Arbeiter Kranken und Sterbe Kamse, of N. A. Branch 6.
Arod and Vicinity Sick and Benevolent Association.
First Stepiner Benevolent Association.
Warschauer Brotherly Love Benevolent Society.
First Orgayever Benevolent Association.
Maramaros Young Men's Society of Brooklyn.
First Stepiner Benevolent Society.
Lomzer Young Men's B. A.
Ind. Forest Odessa S. Ben. Association.
Polonker Society.
Odesser Young Ladles Benevolent Ass'n.

New York State

Independent Sons of Italy in America.
Workmen's Sick and Death Benefit Fund Branches 211, 28.
Russian National Mutual Aid Society.
Association of Lithuanian Workers.
Slovak Evangelical Union A. C. of America.
Bohemian Citizens Benevolent Ass'n.
Workmen's Circle Branch 221.

Ohio

Slovak Evangelical Union A. C. of America.
Societa' di Mutuo Soccorso.
San Nicola Savoia di San Polo Matese.

Pennsylvnia

Superior Order of Lithuanian Local 3.
Pennsylvania Slovak Union.
Croatian Benefit and Education Society.
Croatian Fraternal Union 94.
Slovanian National Benefit Union 505.
Dante Alighieri Society, Inc.
Fraternal Order of Eagles of Pitcairn.
Polish Beneficial Association of St. John Ce-anitus.
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American Slavic Benevolent Association.
Italian Sons and Daughters of America.
Polish Workers Aid Fund N-107.
Ukranlan Women's League.
Lemko Association, Chapter 8.
A. L. D. L. D., Branch 399.
National Slovak Society.
Slovak Evangelical Union A. C. of America.

SRhode Island
Swedish Workingmen's Association.

Wisconsin
Italian-American Society.
Blue Bird Lodge 116.
W. A. Gardner Lodge 191.
Polish National Alliance.
Slovak Evangelical A. C. of America.

WOMEN'S ORGANIZATIONS

Lithuanian Girls and Ladies Benefit Society, New Britaini -International.
Women's Council, New Haven, Conn.; P. M. A. Women's Auxiliary, Belleville
Ill.; Ukranian United Toilers Women's Section, Br. 4 Detroit, M'ich.; United
Council Working Class Women, New York; Ladles Auxiliary to United Mine
Workers of America 762, South Brownsville, Pa.; Women's Auxiliary Interna-
tional Association of Machinists Loc., Milwaukee, Wis.

UNEMPLOYED AND RELIE# WORKERS OROANIZATIONS

California
California Workers Association.

Colorado
Workers Unemployed Council of Nucla.

Connecticut
Unemployment Protective Association of New Haven.

Florida
Florida State Federation of Workers League, Tampa.

Kansas
American Workers Union.

Illinois
Chicago Workers Committee.
Illinois Workers Alliance.

Indiana

Fort Wayne Unemployed League.

Massachusetts

Springfield Unemployed Leagua.

MicAigan
Single Men's Club of Gaspan, Iron River.

Minne4ota

Central Council of Workers of Minneapolis.
Roosevelt C. W. A. Club of Eveleth.

Montana

Butte Workingmen's Union 12985 of Butte.
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New Mexico

Clayton Unemployed Council.
New York

South Shore Unemployment Association of Elmont, Long Island.
Eastern Federation of Unemployed and Emergency Workers.
Unemployed Hatters Union 8.
Workers Unemployed Union.
County Unemployed and Relief Workers Union of Schenectady.

Ohio

National Unemployed League, Columbus.

Pennsylrania
Unemployed Ribbon Workers Association of Allentown.
Uueinployed Citizens League of Allegheny County.
Workers Relief Protective Association of Erie.
Roosevelt New Deal Federation of Monessen.
Druggist Unemployed of Philadelphia.
Unemployed Teachers Council of Philadelphia.

South Dakota
United Workers League of Sioux Falls.

Washington
Relief Workers Association of Port Angeles.

West Virginia

West Virginia Unemployed League District 2 (22 locals) of Huntington.
Brotherhood of Locomotive Engineers Unemployed Union.
West Virginia Unemployed Leagues.

Wisconsin
Wisconsin Federation of Workers Committees of Racine.
Communist Party of America.
Farmer Labor Federation, Minnesota.
Socialist Party, Bridgeport, Conn.
Bethlehem, Pa.
Young Communist League.
Young People's Socialist League Washington D. C.
Scandinavian Workers League, New Britain; A. M. E. Zion Methodist Church;

Inter-Racial Protective League, Chicago, Ill.; A. M. E. Zion Methodist Church,
Baltinore Md .; Conference of Jewish Social Service, Atlantic City, N. J.;
League 01 Struggle for Negro Rights, American Youth Congress; Brighton
Beach Parent Teachers Society, Class Room Reachers Groups, Social Workers
Discussion Club, Interprofesslonal Association for Social Insurance Federation
of -Architects, Engineers,-Chemists and Technicians, Associated 0Ml~ee and Pro-
fessional Emergency Employees, League Against War and Fascsim Interna.
tional Labor Defense, Daily News Subs' Club New York City, N. V.; Church
of Assembly of God, Cushing Okla.; Young bay Coop Diary, Astoria, Ores.;
Farmers National Committee of Action, Pennsylvania; A. Ni. E. Zion Methodist
Church, Philadelphia, Pa.

NATIONAt AcTIoN COMMITTEE FoR GENuINs SOCIAL INSURANCE

Chairman: F. Elmer Broxn, N. Y. C.; vice chairman: Mary van Kleeck,
N. Y. C.-F. S. Kidneigh, Denver, Colo.-Joseph Vasa, Brideport, Conn.;
executive secretary: Herbert Benjamin, N. Y. C.; treasurer: T. Arnold Hill,
N.Y. C.

Alabama.-A. A. Thorpe, Switchmen's Union No. 46, Fairfield; Larry Walker,
U. C., Pratt City; Jos. Howard U. C Birmingham.

Arkanas.-Horace Bryan, U. C., greenwood; Floyd Lowery, U. M. W. of
America, Mildland.
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Coliori.-lHarry Adams, Publio Works and Unemployed Union, San
Francisco- Harry Bridges, President San Francisco Local, International Long-
shoremen's Association.

Connedicut.-Raymond Jonas, Pratt and Whitney Ind. Aircraft Union,
Hartford; Joseph Nygren, Progressive Party of Naugatuck Naugatuck; Joseph
Vasa-s, Rokossi Hungarian Sick and Death Benefit Society, bridgeport.

Colorado.-F. S. Kidneigh, Boilermaker and Iron Ship Builders, S. P., Denver
(Local No. 179);Allan 0. Herring, Farm Holiday Association, Cahone.

District of Columbia.-Harold Hlickerson, national chairman, veteran rank and
file committee Washington.

Floiid.-Ricardo Diz, U. C S Jacksonville.
Georgi.-J. A. Moreland, I. W.*O., Atlanta.
Illinois.-William Frame, Progressive Miners of America, Local No. 1, Gillespie

Elmer Johnson, Painters Local No. 637, Chicago; Nuck Orphanos, Amalgamated
Steel and Tin Association No 62 Gary; Karl Lockner, U. C. of Cook County,
Chicago; Frank Hamilton, Small home and Land Owners Federation of Illinois,
Chicago; Rudolph Martinowix, Crechoslovack United Front, Chicago.

Iowa.-Ira R. Meade, Iowa U. C. Des Moines.
Kansas.-Carl 0. Glenn, State Organizer American Workers Union, S. P.,

Kansas City; Waldo McNutt, National Chairman, First National Youth Congress
Topeka.

Kentucky.-Jim Garland, U. C., Pineville.
Louisiana.-Richard Babb Whidden, S. P., Alice Pratts, U. C., New Orleans.
Maine.-Frank H. Maxfield, State secretary of Main S. P., Portland.
Maryland.-Cass Bailey, United Building Trades Federation, Baltimore-

William Seeberger, Washington Lodge No. 3 Masons, Baltimore; Rabbi Edward
L. Israel, Central Conference of American Rabbis; Broadus Mitchell, Professor,
John Hopkins University.

Massachusetts.-Roscoe Faretta-Local No. 9, United Shoe & Leather Wkrs.
Union, Ilaverhill; Philip V. Moore-V. Pres. Interstate Discrimination Council,
U. T. W., Indian Orchard; Pres. Ludlow Local of U. T. S.; Benjamin E. Waite-
United Shoe & Leather Workers Union, Lynn; Jasob Htirsch-Lasters Local, Bro.
Shoe and Allied Crafts Brockton; Karl Kimberley-Decorators Branch of
Plasterers Local No. 10, Bedford; Seymoud E. Allen-No. 18385 Federal Labor
Union, Springfield.

Michigan.-Richard Kroon--Sec'y A. F. of L. Committee for Unemployment
Insurance, Detroit; J. F. Chapman-General President, Mechanics Ed. Society
of America.

Minnceof;,.-John Baker-A. F. of L. Committee for Unemployment Insurance,
Minneapolis; H. G. Bearson-Mine Mill and Smelter Workers Union, Gov. Olson
Local, Eveleth; A. D. Offiley-U. P. L. Holiday Ass'n, U. C., Ottertail County,
Vergas; R. R. McGraw-Labor Advancement Ass'n, Truck Drivers Local No.
346, Painters Local No. 106, Duluth.

Missouri.-John Day-Route No. 1, Joplin, U. U.
Nebraska.- Carl Filsinger-Farmers' Holiday Plan; Herschel Martin-Amal.

Butchers Union.
New Mfeico.-R. F. Richards-U. S., Albuquerque; John Socoro-Spanish

League, Los Vegas.
New l1ampshire.-Malcolm D. Young-U. T. W. Local No. 2301, Treasurer,

Sunapee.
New Jersey.-John Turgyan-Hungarian Action Com., Trenton; Joseph

Jannerelli-Dyers Local No. 1783 A. F. L., Patterson; Fred Haug-State Fed. of
Unemp. & Relief Workers Orgs., Irvington; W. H. O'Donnell, Jr.-Chairman
State Fed. Unemp. & Relief Orgs.; Ed. Wintenberger-Painters Local No. 989,
Newark.

New York.-M. Cowl-Womens Committee, N. Y. C.; McQuistion-Marine
Workers Unemp. Council; Fred Milton-I. L. A.; Ben Gold-Needle Trades
Wkrs. Ind. Union; Harry Warner-Local No. 75 Bricklayers; Phil Flick-Local
No. 131 Painters, Mt. Kisco; Dora Rich-Womens Councils; Gardner Jones-
Home Relief Bureau Association; Alexander Taylor-A. 0. P. E. E.; Arthur
Berry-L. S. N. R.; Albion Hartwell-I. P. A.; Ju!es Norchien,-National See'y,
Federation of Architects, Engineers, Chemists, and Technicians; Corliss Lamont-
Author; Harry I,. Lurie-Eonomist and Social Worker; William B. Spofford-
Executive See'y, Church League for Industrial Democracy- Louis Weinstock-
National See'y, A. F. of L. Committee for Unemployment Insurance; Alfred G.
Winters-Pergonnel Director, American Ass'n. of Social Workers; Dr. Reuben
Young-National Treasurer, League of Struggle for Negro Rights; H: S. Had-
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dock-President, American Radio Telegraphers' Ass'n.; Herbert Benjamin-
National Organizer, National Unemployment Council; John P. Davie, Jofnt Com.
for Nat'l Recov.; Peter C. Glambalvo Supreme Council, Ind. Order Sons of
Italy- H. Dulitzky Workmen's Circle- George Primoff, Sec'y Fraternal Fed. for
Social Insurance; Paul Brssenden--ehool of Business, Columbia University-
Heywood Broun-Pres. American Newspaper Guild; Earl Browder-General
Sec'y, Communist Party, U. S. A.; F. Elmer Brown-National Chairman,
Amalgamated Party, Int'l Typo. Union; Ben Davis, Jr.-Editor, The Negro
Liberator; William Z. Foster-National Sec'y Trade Union Unity League,
Granville Hicks-Editor, New Masses, Troy- T. Arnold Hill-The National
Urban League; Roy Hudson-National Sec'y Marine Workers Industrial Union-
Grace Hutchin---Labor Research Ass'n; 1. Amter-National Sec'y, National
Unemployment Council, U. S. A.; Roger Baldwin-Director, American Civil
Liberties Union; Max Bedacht-General Sec'y, International Workers' Order,
John C. Hopewell-Traction Workers Union; Max Shulman-Typographicai
No. 6; Dolitsky-Workmen's Circle; Elsa Jansen-Workers Sick & Death
Benefit Society; Theodore Misehell-National Fraternal Advisory Committee
for Unemployment & Social Insurance.

Albany-Scherectady Territory: Clarence Carr-Pres. Ind. Leather Workers
Union Local No. 1, Fulton County, Johnstown; Western & Central New York
Territory; George Brickner-U. C., Buffalo; Ragnar Vldell-S. M. W. I. U.,
Jamestown; Joseph Stenglein-Bakers Local No. 14 Rochester.

North DaAkota.-D. J. Todd-Labor Association, Williston.
OAio.-J. J. Vanacek-Chairman U. F. Committee Czech Slovak S P

Cleveland; Frank Rogers-City General Committee U. C., Cleveland; 9. d.
Greenfield:--State Ch. Small Home and Land Fed., Ch. Sponsoring Com.; Giny
R. Venditti-Italian Fraternal United Front of Ohio, Bedford.

Oklahoma.-J. D. Smith-Heavener; John Parker-No. 7 Workingman's
Union of the World, Spiro.

Oregon.-Dirk De Jonge-State U. C Portland.
Pennsylvania.-Chas. Nolker-U. h . W. A., Library, Mike Stanovich-

C. T. C. Pres. U. M. W. A., Renton; Frank Bury-Nat. Slovak Society Pitt.-
bdrgh, Pa . Clark Noonan-Jeanette Central Trades Council, Rubber Worker,
Jeanette; John Reedy-Am. Lace Operative Local No. 1, Philadelphia; 0. J.
Hull, Jr.-Midvale Steel Fed. Labor Union No. 18887, Midvale; Arthur H.
Fauset-Am. Fed. of Teachers, Local No. 192, Philadelphia; Charles Sykes-
Radio and Metal Workers Union (indep.), Philadelphia; Helen Pierce-U. C.,
Philadelphia; Paul Sturman-Slovak Evangelical Union A. C. of Am.; James
Egan--Sec'y, Steel and Metal Workers Industrial Union; Lem Harris-Executive
Sec y, Farmers National Committee for Action, Philadelphia.

Rhoe Island.-Johin Francis O'Brien-Vice Pres. Painters Local No. 195,
Providence; Albert Jannuecillo-Providence Central Federated Union, Provi-
dence-Business Agent Journeyman Barbers Union; Madilene Rondina-
Alumnae Ass'n Bryn M'awr; Y. W. C. A. from Providence, R. I.; Earl P. Orms-
bee-State. Com. S. P. of R. I., Providence.

South Carolina.-Niels Christensen-South Carolina Barter Exchange, Beau-
fort.

Teza.-E. V. McKinney-U. C., Dallas; J. D. Ansley-Harris City U. C.,
Houston.

Tenne8see.-L. A. Weeks-Unico, Washington and Carter Counties Workers'
Leagues, Jonesboro.

W yoming.-Mack Smith-Farm Holiday Ass'n, Yoder.
Vermont.-Richard Truba-Granite Cutters' International, Barre.
Virginia.-Tilmon Cadle-U. 14. W. A. Ky. Dist., Rods.
I'V asinqton.-W. H. Murray-U. C. L Seattle.
West Virginia.-Luther Fast-U. C., drafton; Odus Spiker-U. C., Morgan.

town.
Wisconsin.-Arnold Timpson-U. C., Gleason; W. A. Harju-Workers and

Farmers' Cooperative Unity, Superior.

TELEGRAMS OF GREZTINGS TO T E CONGRESS WERE RECEIVED FR0M THE

FOLLOWING ORGANIZATIONS

Friends City Committee Unemployed Mens Councils Philadelphia; Holland
Ohio Unemployment Council Local No. 2; Hungarian Workers Federation of
Gary, Ind.; Unemployment Council, Akron, 0.; Unemployed Council Local
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No. 6, Woods Run Pa.; United Farmers League of Dickey County, N. Dak
Ella May Branch oi the I. L. D., Brooklyn, N. Y.; Metal and Machinery Local
No. 311, 92 Waverly St., Yonkers; New Lots Workers Club of Brookyn, N. Y.;
Workmans Sick and Death Benefit Fund, Ridgewood, N. Y.; Local Sponsoring
Committee of Canton, Ohio; Twenty-Second Ward Cleveland Unemployment
Council; Mass Meeting of Unemployed and Employed citizens of Bell County,
Ky.; Italian Workers Society for Mutual Benefit of the West Side, Cleveland;
Eastern Ohio Valley District Ways and Means Committee, Wheeling, W. Vs.;
Milk Drivers and Dairy Employees Union Philadelphia Local 60; Superior
Wisconsin Finnish Working omens Clubs; Members of Camp Williams Penn
Number 14 Order of Brotherly Love, Philadelphia, Pa.; Thompson Street Unem-
ployed Council No. 3, Philadelphia, Pa.; Secretariat Minnesota Wisconsin Dls-
trict Finnish Working Womens Club, Superior, Wis.; Lemko J. R. S. of Cleveland,
0.; A. F. L. Rank and File Committee Oakland, Cal.--6 Locals A. F. L. Unions
comprising 3,500 members; Sons of Labor Mutual Aid Society, Wilmington
Delaware; Small Home and Land Owners Federation Bohemian Members of
Branch Five, Cleveland, Ohio; Mullen Local No. 9 I. U. M. M. and S. W., Mullen,
Idaho; Get Together Club of Superior, Wis.; Workers of Mayfield, Cleveland,
Ohio; Jewish Women's Council Lynn, Mess.; Assembly of Societa' Artigiani,
Philadelphia, Pa.; German Workers Club, Milwaukee, Wis.; District Plenum of
I. W. 0., South California; 150 members of the 10th ward assembly of the Unem-
ployment Councils, Cleveland, Ohio; District Conference of Polish Sick Aid
Incorporation New York, N. Y.; Canton Slovaks, Canton, Ohio Members of
Seventh Ward Club of Youngstown, Ohio; Members of Bohemian branch of the
International Workers Order, Cleveland.

Ohio and members of audience assembled in Bohemian National Hall, Janu-
ary 6; Workers Cultural League of Massachusetts, Dorchester, Mass. (repre-
senting 650 members); 600 workers representing many organizations, assembled
in mass meeting and demonstration for unemployment insurance, January 6,
San Francisco, California; Cleveland Unemployment Council Central Body rep-
resenting 5,000 members- James Eagan Branch International Labor Defense,
Pittsburgh, Pa . Pharmacists Union of Greater New York; Jugoslav Branch 4251,
IWO, of Cleveland, Ohio* National Convention Mechanics Education Society
of America assembled in dleveland, Ohio- Altro Work Shop of New York City;
Uj Elore Hungarian Daily of Cleveland, O)hio; Executive Committee Socul Club,
Brooklyn N. Y.; Unemployment Councils of Buckeye, neighborhood of Cleve-
land , .-International Workers Order of Cleveland, Ohio; International Workers
Order, Branch 2550, of Cleveland, 0.; Hungarian United Front for Social Insur-
ance of Chicago, Ill.; International Workers Order, Branch 1026, of Newark
N. J.; Bayridge Unemployment Council of Brooklyn, N. Y.; Oddz Spojna of
Detroit, M ich.; Youth of the Hungarian Workers Federation of Cleveland, Ohio;
Centre Obrero Puertorriqueno of New York City; Central Federation Unem-
ployed Citizens League of Seattle, Wash.; Brighton Beach Unemployment Coun-
cil of Brooklyn, N. Y.; Authors League of America of New York City; Ujich,
Carlson, Popoff, Mannisto, Ketleinen, of Ellis Island; Fur Floor Workers Union,
Local No. 3, of Brooklyn, N. Y.; Doiuntown Section of International Labor
Defense of New York City; 'Workers League of Ludington, Mich.; Association
of Employee Optometrists of New York State; Unit No. 4, Illinois Workers
Alliance of Sandoval, II.; National Guardsman, 131st Infantry, 33rd Division,
Chicago, Ill.

RF,',OBT OF CREDENTIALS COMmirrEE

NUMBER I OF DELEGATES ACCORDING TO STATES

Alabama, 6; Arkanss, 9; California, 6; Colorado, 12; Connecticut, 64; Florida,
12; Georgia, 1; Indiana 8; Illinois 112; Iowa, 8; Kansas, 1; Kentucky, 7; Louisi-
ana, 6; Maine, 5; Maryland, 70; &assaChusetts, 89; Michigan 48; Minnesota 19;
Mississippi, 4; Missouri, 4; Montana, 1; Nebraska, 1; New Hampshire, 7; kew
Jersey, 145; New Mexico, 3; Now York, 904; North Carolina, 10; North Dakota,
2; Ohio 217; Oklahoma, 1; Oregon, I;- ennslvania 554; lihode Island, 11;
5.,uth darolina, 1; Tennessee, 1; Texas, 6; Vermont, 6; Virginia, 39; Washington,
2; West Virginia N5; W oming, 1 Wisconsin, 35; Canada, 1; District of Columbia,
61. Total number of delegates ,506.1

1 The above ature does not represent the total number of delegates present in Washiniton since some
delegations Called to turn to all thir regitratlon cards with their credential. In addition, many delegations
onucted theirown registrations end overlooked certain o the questkas so that we must rive an Incoplete

cotsntlon the questions: Male and Female present-Negro and White--Potital, Fraternal, and TreM
unionLtlon.
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SOCIAL COMPOSITION OF DELEGATIONS

Total of delegations
American Federation of Labor ------------------------------------- 742
Local Unions ---------------------------------------------------- 338
Independent Unions ---------------------------------------------- 221
Trade Union Unity League ---------------------------------------- 207
Shop Delegates & Rank & File ------------------------------------- 37
Professional Unions ---------------------------------------------- 145
Unemployed Organizations ---------------------------------------- 517
Fraternal Organizations ------------------------------------------- 578
Political Parties -------------------------------------------------- 53
rarm Organizations ---------------------------------------------- 40
Other Divisions -------------------------------------------------- 370

Total ----------------------------------------------------- 2,506

Trade Union affiliation

American Federation of Labor --------------------------------------
Independent U nions -----------------------------------------------
Trade Union Unity League ........................................
Number Employed -----------------------------------------------
Unem ployed 6 M onths ---------------------------------------------
6 Months to I Year ..............................................
I to 2 Years .....................................................
Over 2 Years ----------------------------------------------------
Female ---------------------------------------------------------
Male -----------------------------------------------------------

742
397
291

1,046
329
189
206
397
463

1, 777

ORGANIZATIONS OFFICIALLY REPRESENTED

American Federation of Labor

Cascades County Trades and Labor Assembly, Montana; Central Labor Union
of Buck's County, Pennsylvania, Central Labor Union of Easton, Pa.; Central
Labor Union of Newport, Rhode Island; Central Trades Council of Jeanette, Pa.*
Providence Central "Federated Union, Rhode Island- United Labor Council of
Tarentum, and vicinity, Pa s United Textile Workers Interstate Council; Painter
District Council No. 10 of Newark, N. J.

And from locals of: Actors and Artists of America, Ass'n; Bakery and
Confectionery Workers' International- Barbers' International Union, Journey-
men- Blacksmiths, Drop Forgers and Helpers International; Boot and Shoe
Workers Union; Boiler Makers, Iron Ship Builders and Helpers of America-
Bricklayers, Mason and Plasterers, International; Brewery, Flour, Cereal and
Soft Drink Workers of America; Building Service Employees, International;
Carmen of America, Brotherhood Railway; Carpenters and Joiners of America;
Cigarmakers' International Union; Clerks' International Protective Association,
Retail; Clerks, National Federation of Post Office, Clothing Workers of Ainerica
Amalgamated; Engineers, International Union of o perating Garment Workers of
America, United; Garment Workers' Union, International; Glass Cutters' League
of America, Window; Government Employees American Federation- Granite
Cutters International Assooiation; Hatters of North America, United; hod Car-
riers, Building and Common Laborers' Union; Hotel and Restaurant Employees
and Beverage Dispensers International; Iron, Steel and Tin Workers, Amalga-
mated; Lathers' International Union of Wood, Wire and Metal.

Laundry Workers International Union; Leather Workers, United Interna-
tional; Lithographers' International Protective and Beneficial Association; Ma-
chinists International Association of; Meat Cutters and Butcher Workmen of
North America, Amalgamated; Metal Workers International Association; Mine,
Mill and Smelter Worker, Inter - Mine Workers of America, United; Moulders'
Union of North America fnt - Painters Decorators and Paperhauger, of America
Brotherhood- Plasterers" Inernational Association; Printing Pressmen's and
Assistants; Pulp, Sulphite and Paper Mill Workers; Stereotypers' and Electro-
typers; Switchmen's Unions of North America' Teachers, American Federation;
Tl egraphers Union of North America; Textile Workers of Ainerics- Tobacco
Workers Internitional Union; Typographical Union, International- Upbolsterers'
International Union; Weavers Protective Association, American Wire.
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Local unions
Federal Labor Union; Federal Labor Fisher Lodge; Federal Labor 18651'

Federal Labor Battery Workers- Federal Labor Cleaners and Dyers; Federal
Labor Union, Midvale Steel 18&87; Federal Local 14659 Brass Bobbins Union;
Federal Union, Amalgamated Lace Operators; Federal Local 10114* Battery
Workers 18551; Citrus Workers, United; Cleaners and Dyers 18233; Die Casting
Workers National; Lead Oil Varnish and Paint Workers; Neckwear Makers
11016, United; Radio Television 18368; Shafting Workers Union; Suitcase and
Bag Makers; USTM Lodge; Woolen Worsted 15S6.

INDEPENDENT TRADE UNIONS

Alteration Painters; Amalgamated Chiropractors Associatlioi; American News.
paper Guild; Association of Laboratory Technicians; Associated Industrial
Workers; Association of Philadelphia Co. Relief Board Employees, Association of
Federation Workers- Building Trades Group; Building Service Union; Brother-
hood Shoe and Allied Crafts; Car and Foundry Workers; Columbia Metal Stamp-
ing Products Workers; Construction Workers Independent Union; Coopers
Independent Union; Dental Society Northern District; Dental Technicians
Equity- Farmers and Workers Unempl. Union; Federation of Art Workers;
Federaflon of Architects, Engineers, Chemists, and Technicians; Fish Workers
Union; Furniture Workers Union; Hebrew Painters and Paperhangers; Independ-
ent Aircraft Workers of America; Independent Building Trades Union; Independ-
ent United Floor Workers Union; Independent House Wreckers Laundry Cleaners
and Dyers; Local Union of Plymouth; Mechanics Educational Society; National
Association of Substitute Postal Employees; National Leather Workers- Nurses
and Hospital Workers League; Pharmacists Union; Postal Workers of America;
Progressive Miners Union; Radio and Metal Workers Union; Sharecroppers;
Table Makers Union; Taxi Drivers Union; Textile Trinuning Workers; Tool and
Die Makers Club; Union of Private School Teachers; Union Mechanics Associa-
tion; United Anthracite Miners of Pennsylvania; United Building Trades Federa-
tion; United Shoe and Leather Workers; United Telegraphers of America; and
Waterheaters Union of Pittsburgh.

TRADE UNION UNITY LEAGUE

Trade Union Unity League; Trade Union Unity Council, N. Y.; Agricultural
and C-nnery Workers Industrial Union; Domestic Workers Industrial Union;
Food Norkers Industrial Union; Furniture Workers Industrial Union; Laundry
Work -s, Industrial Union; Marine Workers Industrial Union; National Miners
Union; Needle Trades Industrial Union; Office Workers Union Packing House
Workers Industrial Union; Steel and Metal Workers Industrial 'Union.

COMPANY UNIONS

Catholic Union, Pennsylvania.

RANK AND VILE GROUPS AND SHOP DELEGATES

Amalgamated Clothing Workers; American Federation of Teachers; Cap
Makers; Carpenters Union; Classroom Teachers; Cleaners and Dyers; Cloak
Makers; Enjay Shop; Goldsheer Dress Company; Hatters- International Long-
shoremen Association- International Ladies' Garment Workers Union; Israel
Zion Hospital; Knit Goods Workers; Local Workers Division of Painters and
Paperhangers; Logansferry Blacklisted Coal Miners; Neckwear Group; News-
paper Group of Yorkville Advance; Painters Local; Pocket Book Workers- Shop

ommittee Altro Workshop, Inc.; Shop Easy Dress Shop Group; United Car-
penters and Machinists Club.

UNEMPLOYED AND RELIEF WORKERS ORGANIZATIONS

Actors Emergency Association; Amalgamated Labor League of Virginia;
American Workers Union; Associated Independent Workers; Associated Pro.
fessional, Office Emergency Employees; Carteret Workers Association; Chinese
Unemployed Alliance; Community Club; Community Workers Council; Con-
ference of Unemployed Groups' Cooperative Workers of New Castle, Pa.;
County Relief Workers Union; brawford County Labor Association; Dancers
Emergency Ass'n; Elmont Unemployed Workers Association; Erie, County
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Lodging House; E. R. A. Workers Protective Union- Farmer Labor Union;
Federatio, of Ohio- Federation of Unemployed' F. E. H. A. Teachers Organiza.
tion; Gibson County F. E. R. A.; Home Relief Buro E. A.- Illinois Workers
Alliance; Indiana Unemployed Union' Irvingn Workmen's Relief Association;
Italian nemployed Groups; Labor Relief Organization of Wisconsin' Leonia
Unemployed Relief Association; Maryland Unemaployed Leagues; Mfetuchen
Mutual Welfare; National Unemployment Council, U. S. A. (338 Delegates
representing 150 cities); National Unemployment Council, Women's Committees;
Niles Unemployed Union; Northampton, Pa., Unemployed Citizen's League;
Ohio Unemployed Leagues- Owosso Chamber of Labor; Professional Workerv
Project Welfare Clubsi Public Relief Investigators- Public Works and Unem-
ployed Leagues; Publio Works and Unemployed Union' Recreation Leaders
Association; Relief Association and Workers Clubs; Relief Workers League;
Relief Workers and Unemployed Committees.

Relief Workers Union' Resident Workers Protective League of Mansfield-
Right-to-Live Club' Stick-Together-Club; Summit Unemployed League; Social
Security League of bhio; Unemployed Citizens League of Seattle Wash.; Unem-
ployed Club; Unemployed Conference; Unemployed Council ol Metal Trades
Workers Ind. Union; Unemployed Council of Needle Trades; Unemployed Leagues;
Unemployed League of Allentown; Unemployed Leagues of New Jersey; Unem-
ployed League of Bethlehem, Pa.; Unemployed League of Columbus; Unem-
ployed League of Emaus, Pa.; Unemployed Lague of Parsons, Pa.; Unemployed

ague of Plymouth, Pa.; Unemployed League of Pa.; Unemployed and Relief
Workers Organizations; Unemployed and Relief Association; Unemployed
Relief Workers Union' Unemployed Relief Association of N. J' Unemployed
Teachers Association; fnemploved Union- Unemployed Workers Union; Unem-

loyed Workers Association of Michigan' U'nemployed Workers Union of Farrell,
a.; United Mine Workers of America-Unemployment Council; United Citizens

League of Ohio; United Unemployed & Relief Workers Association of N. J.;
United Unemployed Railroad Workers; United Workers League; Washington
Co. (Tenn.) Workers League; West Side Workers Welfare Association; Workers
Committee of Milwaukee Co.; Workers Committee on Unemployment; Workers
Council of Kenton County, Workers Protective Association of Lancaster, Pa.;
Workers Union of the World; Workers Protective Union of Ohio.

FRTERNAL OnOANIzATIONA

American Ats'n Fort Duquesne Lodge- American Democratic Club; American
Lithuanian Literary Ass'n' American Lithuanian Workers Ass'n; Association
Boleslevs the Great; Association of Lithuanian Workers (L. D. S.); Bricklayers
Progressive Benevolent Club; Bridesburg Polish Club' Bohemian Sick and Death
Benefit; Brotherhood Hebrew Painters Aid As'n; Bul arian Macedonian Fed.
eration; Campo; Carteret Hungarian Federation' Cofumbus Italian Citizens
Club; Columbus Hungarian (Colnmbus, Ohio); Aocieta' Concordia Partinus'
Croatian Fraternal Union C. S P. J. Grand Lodge; Czech Catholic Society of
Ohio' Czech Progressive Federation; Czecho-Slovak Society of America, Buffalo;
Czeci Society of America, Grand Lodge of Ohio; Czechoslovak Fraternal Feder-
ation, Hillside, N. J.; First Aid Hungarian Sick Benefit Society- Federation of
Italian Societies, East Buffalo; Federation of Italian Societies' Finnish Literary
Federation; Finnish Workers Federation; Finnish Workers Federation Youth
Section; George Washington, Betegsezodzroi German Sick and Death B3enefit;
Hungarian Aid Society; Hungarian Assoclatiou of Trenton' lHaulick of Buffalo,
Buffalo, N. Y.; Hungarian Church and Social Federation; Hungarian Federation
of Culture; Hungarian Reformed Church' Hungarian St. James Society; Hun-
garian Workers Federation of Ohio; I. A. . T. TraJ No. 17; Ind. Order of Good-
Templars, Burnside, Conn.

Independent Order Sons of Italy; International Workers Order (215 delegates
representing 50 cities); Italian Progressive Institute; Jewish National Workers
Alliance' . S. K J.; Karvygospar and Hungarian Workers Federation; Kossuth
Asociation; Kracuin-Fraternal----Sussardi' Kranken Unterstitzung Verein;
Lemko Association; Lidumlia J. C. D.- Lthuanian No. 29 Supreme Lodge'
Lithuanian Workers Order' Lithuanian Workers Society; Lithuanian Sons and
Daughters; Lodge of Daughters of Liberty; Lodge of SobeSlavia; Lodge 202 F.
Union; L. S. L. A. Supreme Lodge; Magyar Home; Mansfield Uederkrants;
Masonic Lodge; Mutalista Obrera Mexicana National Slovak Society' Na-
tional Slovak Sciety Supreme Lodge; No. 3555--Oddzxlt--Marchewski; hlils.
Hungarian Singing- Polish American Citizens. League of Pennsylvania; Polish
American Youth League; Polish Chamber of Labor; Polish Crown Asn'.;
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Polish Peoples Home Ass'n.; Polish White Eagles; Polish Workmen's Aid
Federation Of Ohio.

Polonja Society; Rakozi Benefit Ass'n; Rovnort-Benefit-Baltimore; Russian-
American Citizens Ass'n; Russian Benevolent Society; Russian National Mutual
Aid Society* Serbian National Alliance- Scandinavian Workers Unity League'
Sick Benefi Aid Ass'n; Sick Benefit Sciety; Slavist Lodge; Slovak Ass'n of
Trenton; Slovak Evangelical Union A. C. of America; Slovak National Benefit
Society; Slovak Women's Club; S. . P. J.; S. N. P. T.-T. S. K. J.-Export,
Pa'- 8 P. J. (Martha Washington Branch)' S. S. C. N. of A., Trinidad, Colo .
Soietj of Fara S. Marf ino; Society of Old Czech Colonists; Sons of Italy Grand
Lodge; Society Uniti .t.ly; Socitia Phillippo Paligsiodl-vasto; South Slav Fra-
ternal and Cultural Organizations; Trenton-Hungarian Businessmen's Ass'n;
T. Y. M. Benevolent Ass'n; Ukranian Society Bukovina; Ukranian Working-
men's Ass'n; United Czechoslovak Society; United Hungarian Societies; United
Russian League; United Ukranian Toilers; Vlllma Sokolova Y. J. C. D.; Vytaut
Lithuanian Benefit Society; Workmen's Circle; Workmen's Sick and Death
Benefit Fund.

(Lack of time and space prevents a listing of each local as of these various
unions and Fraternal bodies. Such a listing is being prepared and will be sub-
sequently published.)

AGRICULTURAL AND FARM ORGANIZATIONS

Farm Holiday Association; Farmers National Committee for Action; Farmers
National Weekly; Free Acres Association; National Conference Agricultural,
Lumber and Rural Workers; Ohio Farmers League; United Farmers League;
United Farmers Protective Association.

COOPERATIVES

Associated Cooperative Trading Ass'n- Central Council Cooperatt'tL Ass'n.;
Consumers' Tradesmens Labor League; Farmers Cooperative Merchants Ass'n;
Hungarian Workers Home; South CarUna Barter Exchange; Workers Colony
Corporation, Bronx; Workers and Farmers Cooperative Unity.

CHURCH AND CIVIo ORGANIZATIONS

Anathot Spiritual Church; Baptist Church of Washington, D. C.; Father
Divine's Peace Mission; First Hungarian Baptist Church-Holy Ghost Assembly
of Moon Run, Pa - Hungarian Baptist Church, Cleveland Ohio; Hungarian
Reformist Church' Rocco (Church) Benefit Society; United Church Societies of
V'arrell, Pa.; Y. . C. A. of Washington, D. C.; Y. W. 0. A. Nursery School of
Charleston, W. Va.; Y. W. C. A. Industrial Dept. of Pennsylvania.

OUL7URAL ORGANIZATIONS AND CLUBS

Aida Chorus and LS; Allentown Workers Club- Ardelan Social Club; Ar-
menian Workers Club; Balkan" Workers Club' Boro Park Cultural Club; Bridge
Plaza Workers Club; Bronx Park Center' Bironx Wqrkers Club' Brownsville
Workers Center; Bulgarian Workers Club; danarsie Youth Club' Chilean Workers
Club; Cli Grand Youth Club' Columbus Italian City Club' Croatian'Workers
Club; Culture Club; Czech Democratic Club' Downtown WorkerS Club' East
New York Workers Club; Estonia Workers 6lub; Fellow Craft Club; Finnish
Workers Club; Fraternal Athletic Society; Freiheit (tesangs Ferein; German
Painters Club; Grand Workers Club; Greek Workers Educational Club, Harlem
Jewish Workers Club; Harlem Needle Workers Club' Harmonica Polish-American
Citizens Club; Hinsdale Workers Club; Hungarian Singing Society of Ohio; Irish
Workers Club' Italln"American Club; Italian Workers Center Jewish Cultural
League' Jewidh Educational Club; John Reed Clubs' Jugoslav Club' Lithuanio
Club; Lithuanlin Muslc Hall Ass'n; Lithuanian Workers Club; middle Br6ni
Workers Club; Mosbolu Progressive Club; New Dance Group; New Englan4
Youth Clubs' Obrana Readers Clubs; Pen and Hammer, Phoenix. Park Club;
Petre Degeyer Club' Polish Workers Club; Proletpen; Prospect Worker's Club;
Roosevelt Workeri 6lub; Roumanian Club; Round Table Discussion Club;
Roxbtlry Civic Club" Roxtury Workers Club' St. Paul Workers Club; Scand-
navian Workers Club; Social Labor Club; Spanish Workers Centet; Spanish
Workers Club; Spatlsh Workers League; Spartacus Wdrktr' Club' Tamp
Workers Club; Turkish Workers Club; West SideWorkers Club; WIllIamsburg
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Workers Club; Workers Chorus of Philadelphia- Workers Cultural Club' Workers
Cultural League- Workers Self-Educational 6

lub; Workers Social League of
Massachusetts; iukunft Workers Club.

EDUCATIONAL

Affiliated School for Workers; Alumnae Association of Bryn Mawr Summer
School of Women Workers; Benedict College Club; Commonwealth College;
Easton Labor College- Fellowship House; Hunter College Bulletin- Jewish High
School; Labor Research Association; New York City Summer School for Workers-
New World Educational Association' Parents Associatioh Bronx House; Parent
Teachers Association of P. S. No. &O; Steinmetz Club of Cooper Union- The
Workers School; Washington Irving Evening School; West Virginia Labor
Summer Schools.

NEGRO ORGANIZATIONS

Baltimore Urban League; Baltimore Workers League; Industrial Dept.
Federation of Colored Women' Joint Committee on National Recovery; League
of Struggle for Negro Rights; National Negro League Council' National Urban
League; New Negro Alliance; Warren Urban League; Young Women's Christian
Association.

PROFESSIONAL GROUPS

Artists Association' Artists Union; Council of Allied Professionals; Dental
Society; Economic Federation of Dentists; International League of Writers;
League of Allied Medical Professions; Medical Society of Bronx County' Mse
Teachers Association; National Film and Photo League; Nursery SchoolLeague;
Playwrights Association; United Artists League; Teacher's Discussion Group;
Theatre Collective.

PROUOTIONAL ORGANIZATIONS

A. F. L. Trade Union Committee for Unemployment Insurance; American
Association of Social Workers; Association of Brooklyn Federation Workers;
Association of White Collar Workers' Association of Workers In Social Agencies;
Central Registration Bureau of C. W. A.; Czechoslovak Association for Unem-
ployment Insurance; Fraternal Federation for Social Insurance; Interprofessional
Association for Social Insurance; Italian Organizations for Social Insurance'
Italian Soceity for Social Insurance of Pennsylvania; Jewish Conference for iSoeiaf
Insurance of Pennsylvanta' Jewish United Front Committee for Social Insurance'
Jugoslav Association for Unemployment Insurance; New York Association of
Federation Workers; Northumberland Inter-County Organization for Unemploy-
ment Insurance; Social Workers Discussion Club; Slovak Fraternal Federation
for Social Insurance' University Settlement Rank and File; Workers Unemploy-
ment Insurance Club.

SOCIAL SERVICE AND SU'I'PLSMUNT HOUSE WORKERS

Alma Mathews House; Birth Control Federation; Bronx League for the Pro-
tection of Children; Graduate School for Jewish Social Work; Harlem House;
Hebrew Orphan Asylum' Hebrew Sheltering and Guardian Society' Jewish Social
Service Association' Jewish Board of Guardians; Lavenberg House;League for the
Protection of Children; Psychological Exchange; Westley Everest.

TENANT AND SMALL HOME OWNERS OROANISATIONS

Austin Property Owners Protective Association; City Federation Garden Club;
nickerbocker Village Tenants Asso's; Tenants Asso's, 2830 Olinvile Ave.,

Bronx, N. Y. 'Small Home and Land Owners of New Jersey; Small Home Owners
Federal ion ol Illinois; Small Home and Land Owners Federation of Ohio.

UNITED FRONT CONFERENCES AND NZGHBOROOD MSeTMNOS

Alliance of Lithuanian Organizations of New Jersey; Bergen County Conference
for Unem lo went insurance; Bronx Neighborhood Sponsoring Committee;
Chisago Conference Lithuanian Citizens; Conference of Jewish Organizations'
Conference of Russian Organizations; Conference of Lithuanian Benefit Societles ol
Pennsylvania; Conference of Hungarian Fraternal Organizations of Corapolis, Pa.;
Conference of Fraternal Organizations of Monnessen, Pa.; Conference of 62 Organ-
izations of Ohio, Conference of Croatian Organizations of Pittsburgh; Conference
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of Polish Organizations of New Jersey; Connecticut Local Convention; Czech
United Front Committee of 82 Organizations; Czecho Workers Organizations;
Czechoslovak Action Committee; East Side Neighborhood Association- Finnish
United Front Committee; Fitchburg Conference; General Conference of Buffalo;
Greek Federation; Hancock United Front; Hungarian Conference of Buffalo;
Hungarian United Front of Columbus; Hungarian United Front of Milwaukee;
Hungarian Association of Carteret; Italian United Front of Ohio; Jewish Workers
Clubs of Chicago Jewish Conference of Cleveland, Ohio; Lithuanian Unity Con-
ference; Long Isfand Sponsoring Committee- Mass Meeting of Coney Island;
Millinery United Front; Mass Neighborhood Meeting of Philadelphia; Middle
VillagA Sponsoring Committee New York City- Mount Eden Sponsoring Com-
mittee, Netghborhood Committees of Action; Neighborhood Group 14 and 15,
New York City; New Jersey Sponsoring Committee; New York City Sponsoring
Committee; 1801h Street Sponsoring Committee; Polish United Front Conference;
and Polish United Front of Providence.

Roumanian Conference Organizations; Russian Workers Organizations;
Scandinavian Workers Unity League- South Slav United Front of Ohio- Slovak
Workers United Front of Wisconsfn; Sponsoring Committee of Columbus;
Sponsoring Committee of Philadelphia; United Front Conference of Chicago;
United Front Czech Organizations; United Front Conference of Jamestown;
United Jewish Fraternal Committee; United Front Conference of Cleveland;
United Front Conference of Bridgeport, Ohio; United Front of Finnish Organiza-
tions of Cleveland- United Front of Hungarian Organizations of Dayton, Ohio-
United Front of Aungarian Organizations of Lehigh Valley; United Front of
Hungarian Organizations of Allentown- United Action Committee of Erie;
United Front of Slovak Organizations of Throop, Pa.- United Czechoslovakian
Organizations of Penna.; United Lithuanian Oranizations of New Jersey;
United Front of German Societies of Wisconsin; United Slovak Church Organ-
izations of Wisconsin; United Front Conference of Polish Organizations of Ohio;
Ukrainian United Front of Pennsylvania; Washington Arrangements Committee;
Westchester Mass Meeting; West End Sponsoring Committee.

VETERAN GROUPS

American Legion Post 108; 33rd Division of National Guard; Veterans Rank
and File Committee; Voters Veteran League; Workers Ex-servicemen's League.

WOMEN ORGANIZATIONS

Czech Ladies' Club (Grand Lodge); Daughters of Armenia; Finnish Women's
Workers Clubs; Finnish Working Women Glenville Council Women's Federa-
tion; Jewish Mothers Council; Ladies' Auxiliary of Unemployed League of
Allentown, Pa.; Ladies' Auxiliary of Unemployed League of Bethlehem, Pa.;
Slovak Women's Club, United Council of Working Class Women; Women's
Auxiliary of C. W. A. Union- Women's League of Philadelphia; Working Wo-
men's Committee; Working Women of Hamtramch.

YOUTH AND STUDENT

American Youth Congess; Chicago University National Students League;Hunter College Liberal Club; Liberal Club of Georgo Washington University;
Politics Club of the College of the City of New York; University of Virginia
National Students League; University of Wisccnsin National Students League;
Young Communist League.

MISCELLANEOUS ORGANIZATIONS

American League against War and Fascism; ArmenianiWorkers Organization;
Comite Pro Porto Rico; Committee for Protection of Foreign Born; Committee
for Support of Southern Textile Workers; Correspondents for Canadian Workers
Press; Crusader News Service; Friends of the Soviet Union, Icor; International
Labor Defense; Joint Conference Against Discrimination; Labor Advancement
Association- National Committee for the Defense of Political Prisoners; Nature
Friends; Philippine Anti-Imperialist League; Porto Rican Anti-Imperialist
League; Polish Chamber of Commerce; The Press League; Red Builders; Torn
Mooney Defense Committqe; United Front Supporters; Workers Defense Corn
mittee; Workers International Relief.
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Estimates of funds available for unemployment and social insurance

(All figures In thousands)

1933 1932 192

J. Source:
Individual income I ............................................. 11,12g 27 I, 127, 773 , 787.068
Estate tax, 10 percent of gross ................................... 1, 030,478 1,41,%194 1,777,133
Corporate tax, net income 25 percent ' .......................... 62,30 63% 78 2,615,273
Corporate tax, net surplus, 23 percent'I ......................... 9,019.831 13,789046
Expenditures on war preparations .............................. "" "'K "6 .......................

Total ..................................................................... 12,101,136 21.9 8622

11. Individual Income
I 
............................................. 1,129.277 1. 127, 7 & 787,058

Estate tax, 73 percent of gross ................................ 1, 65, 7617 2,1227,71 2,86,701
Corporate tax, net Income, 25 percent I .........................

-
62,8 0 6 = % 61M 273

Corporate tax, net surplus, 30 percent ' ......................... 1 14.148,63
Expenditure3 on war preparations ............................. 2,00 .......... .........

Total ...........................................................----. 14,612,700 2214,87

' Estimated on graduated scale approxlmaling British tax rate but higher than the British rate for Incomes
from M3000 to $3 000.000.

I This should be's graduated tax averaging 23 percent.
J Surplus and undivided profits less de fcit: 1932, 36,079 million; 198, 47,156 millJons.
'As of Aug. 1. 1934.

TAX INCOME, 1928

Total net In- T*x rate Revenue
come reported available

1. INDIVIDUAL ITURNS
Income classes: Percrrd

3,000-$0,000 ............................................... 4,5820,000 l4 8 000$10,000-$15 000 .............................................. , 3, tAMOW i 2 429. ?J17, ODD
0oo- :o0o .............................................. -,21S787. 24 292,I
,$25,00-------------------6 7,0 30 25%,701,000
0 ' - -- ............................................... % 233 814.27 4000
o -,1.o000 ...........-......................... 1,6,87,000 40 ?,1 1.000

I743403000 43 786,431,000D
1.00000-o000- - -- .................................. 0.0.....09,843o000

00,0O$t o, ......................................... V",s oo 6 o~o
oc-at000----------------------------------. $6781,000 68 438,080,000

P1o, 0003,0o o00i d over .......................... 1,08,863,000 76 831,647,000
Total available ....................................................... . 787, C 0

Tax oollected ...................................................... 1.164.254.0..

Additional revenue....................................................... ......... 4,64814000

M5 COIL03.AflON IZTURN5
Income class:

Under $1,0-,9 ......................................... 181,42 ,000 10 18, 14, 000
11.4482000 15 17, 92A0

... 3. 1165.000 is RzS8l,1.
14689 .............................................. 4 % 25 1 ,1

000- 9..t00,999----------------------------------17394., 000 23 43,3300
1. 7 , 000 25 2 4,1000

O00 OW 9 une . .O~O...... o........................... .. MMie 2 , O0

000 u-nder .000.:.1 ................................... 219,96000 25 26,961,OD
I, (0:0OO and over--------------------------------......3,110,854,000 25 952,88400

To - - -.- --............................................ %000-- -- ,
Tax collected--------------------------------------------------- ,4,006000

Additional returns ......................................................... .... . 1, 431. , 3,0

surplu- s ................... 9............................................ 608 29, 140
Net surplus (after dedoctlon of deficit) ............................................... 17,15181,422

Itatistics of Income, t, p. $2.
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RMlimates of funds available for unemployment and social insurance--Continued

TAX INCOME, 1932

Total net in- Tax rate Revenue
come reported a vailable

L INM25VW AL R1TU.N*
income classes: Percent

,000-$0,000 ............................................... $1,677039,ooo0 16 , 3,000
$10,'6$15,000 -------------------------------------------- 9587.%000 22 131t, 026, 000
S15,00-$0,000 --------------------------------------------- 228 12, 000 24 79,0163000
63002-,---------------------------------------- 234 sltooo 30 70,54 S O

Floi0-8, ........................................ 629, M3 O 35 220,373,000
,o00-100,000-- -.................................... 393,2K,000 40 157,282,000
jo-,00o0- --,- ............................................ 216.62W000 45 97,483,000
"io'o*-$.o7 ............................................ 3, 747. 00 66 39,.61,000

, -,000,000 . . . . .67,874. 000 65 37.613,000
s$i,0 0- C566-5,O oe;r ................. $5,23...... 9 M,000 75 2 42, 000

Tots! available .......................-....... 2......7 0.......... 17,7 000
Income tax collected .............................-................. 324, 743, 0

Additional revenue ............................................---------- ,

II. COUPOgRAIX RICTUiNS

1. Returns of corporations subraitting bance sheets for 1932 (all returns): 3
Cash (In till or deposits in ba$) .................................................. $13,917,2A 000
Investments, tax-exempt ....................................................... 11,916. 4, 000
Investments other than tax exempt ............................................. 60 ,257,000
Surplus and undivided profits...................................... 45,63.,74.000
Net surplus (less deficit of $9^,84,221,000)- - - -. . . . . . 3,079123,000

2. Returns of corporations showing net income (1932):
Total gross Income ................................................................ 31,707,93,000
Total neti income ............................................................... ' 1&% 1M000
Income tax ...................................................................... 1 243, 689,00

TAX INCOME, 1933

Total net In- Tax r Revenue
come reported available

1. I. DfVMUATL IU
Income classes: Percti

$,000.-$0,%$ ............................................... $1.477, $V. 000 16 $236,452,000
S10,000-415,000 .............................................. 5, 80,000 22 123,167,000
61,000-300-000 .............................................. 310, 246,000 24 74,459,000
20,00-2,000- --......................................... 226,718,000 30 6,033,000

,, 100 .... 7.....................................66,000 4O 3 217,906, 000

'"10, 00 t,10M0.0........................................... 9, 0I,00 40S 17. 8,000

51,000,000-$,000,000 an over---------------------------... 81, 569, 000 1 61,169i,000SIOo, .......O.............................................i .....................5 log;, .Ow

T coleted-................................................... 1...............- 37,60

Additional revenue ............................................................ 736,09,000

U. COaOSAnIO aIsTUNS
Tot net income reported ................................................................. 2, 506. 0.279

Inoone tax ................................................................................ 347,049.990
Exces-proflts tax ......................................................................... 63A, 26721

Total ................................................................................ A9,261

I Statistics of Income, 1032, p. 10.
* Statistics of Income, 132.
*Revised figure as given In Statistics of Income, 1933. preliminary report.
* 14.1 percent.
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Estimates of funds available for unem loyment and soda? insurance-Continued

ESTATE TAX

Ian. I-Dee. 31, Jan. I-Dec. 31, San. I-Dec. 31,
392 1932 1933

Gross estate ................................---------- $3,s,4270,000 $2,53 0,31W000 2,n O0.9K000
Tax ..........ai ................................... $41,959,000 $23 674,000 $1, 41, 000
Percent to gross ........................................ . 0.8 19.Net es~ts ............................................. 1$SI, 99"2. M 000 $41.423.437,000 $829 . 00Tax paid ............................................... $41,959,000 $23,674,000 $61,415,000

Percent to net ......................................... 2.1 1.7 7.4

REVENUE AVAILABLE

Average 25 Average 50 Average 75
percent percent percent

Gross estate:
I2 ................................................. 8, 587,000 1, 7"7. , 000 $2, 8,% 701,000
1932 ................................................. 707,597,000 1,415.194.000 2,122, 791,000
I33 ................................................. 813 239,000 1,030,475 000 1,4. 717, 000

Net estate:
12 ................................................. 4, 125,000 99, 252000 1,494, 37& 000
193 .................................................353,859,000 731,718,000 1,067,577,000
193 ................................................. 207. 075,000 407,100,000 6231. r4000

Comparison of income tax (married person, no dependents, all income from salary)

(Conversion units: I pond=$454; France, I franc-$0X092; Germany, I mark-S0.2382

Percent of tax to net income

United Britain France GermanyStates

1,00............................................... 0 0.88 3.38 7.90
$2.000.................................................... 0 5.567 &.51 1&.84
3,000 ....................................................... .0a7 10.s 11.20 1& ,I
o .......................... I .................. 14.22 17.15 21.59
,00 ..................".". ........ ....................... &4 1&.29 22.02 2602

$10,000 .............................................. 4.8 1&.82 2&.2S 29.82
115,000................................................... 2&8 22.93 31.26 34.46

,o0 ........................................................ 0.08 29.47 3K.04 39.7S
550,000 ................................................. 17.20 39.30 47,43 43.13
$100.00 ....................................................... 30.10 45 .0 5. 65 47.44
M,0,000 .......................................... 52.72 .61. M 83.93 49.49
13,000,000. .............................................. 57.11 63.91 6&97 49.74

Source: New Republia, Jan. 34,,1934.

Comparison of death acress in the United States and Great Britain (entire estate to
widow)

Isource: Prelmlnayteport of Subcommittee of the Committee on Ways and Means, reixtive to Federal
and State taxation and duplication therein (193), p. 2371

United Great
States Britsn

100 ..........................................................
$,000 ........................... ...............................

00o .........................................................
'11% 00 ........... :.1 .................................................................

$2,000 .......................
50,000 .......................
100 0 .....................................................................

$150,0M0 .........................01u0 .......................................................................... I...
M OW0 ......................................... .......................,.. ...........
$4 0,000 ...................................................-- ........ .... ..........

M30,000................. .... .....
$13,000 ...................... . . .. .. j .......................ooo ............. ...0. ... . ...................................... ......
W 0,00 ............. ......V ..... ... ................................... !.........
12MO .000. ................... ............................................ ..........
$31000,0 ................._.............................................. ...........
$5,000,xv ............................................................................
$10,100.0 .. .................................... 0....................................

Conversion: £1==4.54

116wS7-35- 75

0 1

0 .
0

2 4.76 14
&860 11
7.82 1
& 50 11
9.25 23
130 22,
11.75

1&45 I 1

30.94 51l
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ESTIMATES OF COST OF WORKERS' UNZMPLOYME. T, OLi) Aoa, AND SOCIAL
I.suRANCE BILL

The following estimates have been prepared by the research section of the
Interprofessional Association for Social Insurance, Dr. Joseph M. Gillman, chair-
man (economist and lecturer, New York). They should be read in connection
with the statistical material presented by Dr. Gillian in his testimony on H. R.
2827 before the House Committee on Labor on February 4 1935.

To determine the cost of the social insurance which woufd be provided in H. R.
2827 requires several estimates, which should be used with caution. In the first
place, the United States has no current basis for ascertaining accurately the num-
ber of the unemployed. This point is discussed and amplified both in Dr. Gill.
man's testimony just cited and in the testimony filed by the national chairman
of the Interprofessional Associaton for Social Insurance (Mary Van Klceck) with
the House Committee on Labor on February 5, 1935. In lieu of exact data, the
best possible estimate has been made, but it shou ld be pointed out that it Is the
procedure of making the estimate which should be studied, rather than the exact
figures. The extent of unemployment changes from time to time, and thereforethe figure used today might not be true a month later.

The second and more important point requiring caution relates to the esti-
mate of the effect of social insurance up on purchasing power and its consequent
results in decreasingthe amount of unemployment. This point will be discussed
more fully later in this foreword, but It should be clear at once that no experience
,a this country is available to inicate the extent to which an increase in consumers'
purchasing power for those in the lower Income groups would stimulate produc-
ion and increase employment.
Having in mind these cautions, it may be said at once that if there be 10,000,000

unemployed, the annual gross cost, after taking care otherwise of those who
should receive old-age pensions and those who are unemployed because of sick-
ness or disability, and eliminating those under 18 years of age, to whom the
workers' bill does not apply, would be $6,986,000,000. Deducting from this the
estimated decrease in the cost of unemployment insurance ou account of the re-
employment of workers following the establishment of a social-insurance pro-
gram-5,340,000,000-and adding to it the cost of old-age pensions, sickness,
disability, and accident insurance and maternity Insurance, and deducting
present annual expenditures for relief amounting to $3,875,000,000, we would
have a net annual increase for the Federal Government imposed by the provi-
sions of the workers' bill amounting to $3,561,000,000.

If the number of unemployed be equal to the average number estimated by
us as unemployed in 1931, as 14,021,000, then the annual net increase in cost,
after deducting present expenditures for relief and estimating the reemployment
which would follow adequate social Insurance, would be $5,036,000,000.

If for safety's sake no estimate be made of decrease of cost through reemploy-
ment, there would have to be added to this net cost the sum of $7,554,000,000 if
there be 14,000,000 unemployed, or $5,340,000,000 if there be 10,000,000 unem-
ployed.

In all these figures it Is necessary to point out that the estimates of cost are
merely an indication of the present annual loss suffered by the workers of America
through unemployment for the various hazards covered by the workers' bill

It should be pointed out that for any given number of unemployed it is neces-
sary to go through the process of calculation followed in these two estimates. It
Is not possible merely to divide costs per million, since, for example, the cost of
old-age pensions would not be proportionate to the total number of the unem-
ployed. What has been done In these estimates is to attempt to show what
factors enter In, always with the understanding that much of the data must
represent a guess, without adequate statistical basis. There is urgent need for
the taking of a current census of the unemployed.

It has already been pointed out that the great unknown is the effect which a
social-insurance program would have upon reemployment. In making the
estimates which follow it Is assumed that the entire amount of benefits paid
under the workers' bilf would appear in the market as new purchasing power.
Of this total, 60 percent, according to the calculation shown, would become
available as wages and salaries. On the basis of given average wages and salaries
It can be estimated how many persons could be reemployed and this wouhd
result In a corresponding decrease In the number of unemployed eligible for
benefits and, therefore, In a reduction of costs.
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Thus we arrive at the following figures:
On the basis of 14,000,000 as the number of unemployed, the annual gross cost

of the workers' bill would amount to $16,465,000,000. From this sum should be
deducted the $3,875,000,000 currently, in 1934, spent by various governmental
agencies to relieve unemployment and in payment of old-age and other benefits
to the dependent classes. That leaves a total of $12,590,000,000 as the net
benefits under the workers' bill. This sum, as new purchasing power, would
provide $7,554 000 000 as now pay rolls and reemployment-60 percent of
$12,590,000,W00. This leaves a balance of $5,036,000,000 as the sum that would
have to be provided, in addition to current expenditures for relief to meet the
cost of unemployment insurance, old-age pensions, etc., counting 14,000,000 as
the number of unemployed today.

On a basis of 10,000,000 unemployed, that sum would be $3,561,000,000,
which, together with present expenditures for relief, would add up to $7,436,-
000,000 as the total cost of the program called for under H. R. 2827.

Once more, however, note should be taken of the uncertainty in the allowance
made for the amount of reemployment that might follow the adoption of the
workers' bill. The allowance made assumes an amount of reemployment in pro-
portion to the amount of new purchasing power thus made available. Thus it is
assumed that every dollar paid as benefits under the workers' bill would go wholly
to the market as new purchasing power for consumers' goods. But it Is conceiv-
able that a goodly portion of these sums might go to pay debts, and some smaller
fractions might go nto hiding for a "rainy day." Again, it is calculated that for
every dollar paid out in benefits 60 cents would turn up in the form of new wages
and salaries. Only to the extent that this may be true may we expect the return
to work of a proportionate number of the unemployed.

Btut there is no way of telling whether reemployment to this extent may be
expected under present-day circumstances. In the first place, we have not taken
into account the amount of commodity stocks on hand and how rapidly they
would be used up and how soon workers would have to be put back to work to
increase and replenish them.

In the second place, there Is no way of estimating with any degree of accuracy
the extent of industrial rationalization and technological advance that have
taken place in this country In the course of the past 6 years of depression. Accord-
ing to recent findings of the National Industrial Conference Board (bulletin of
Dec. 10, 1934), compared to the 1923-25 average, current pay rolls stood, in
October last, at 60 percent, employment at 78.6 percent, and output per man-
hour at 129.5 percent. This means that for the sampling Industries covered In
the National Industrial Conference Board survey, 61 workers can now produce
as much as 100 did 10 years ago. Thirty-nine percent of the workers must now
remain unemployed or find employment in new occupations. A similarly dis-
tressing situation was recently reported by the division of research and planning
of the National Recovery Administration as existing in the automobile industry.

Our estimates of the amount of reemployment therefore, must be taken as
purely mathematical and should be considered mainly as illustrations of possibil.
cities rather than as probabilities.

Finally, our estimate of total costs of the program for social insurance under
the workers' bill should be compared with the amount the workers have lost in
wages and salaries since the beginning of the depression. According to estimates
published in the Survey of Current Business for January 1935, page 17, total
income paid out-to labor since 1929 was as follows (in millons):

1W29 1930 1931 193 1933

T inom .............................. $57 $4400 $40700 . 2300
LOWfrm m ............................ t300 125 ODD .n2l0 23,400

And the total loss in the first 4 years of the depression has amounted to $60,-
900,000,000. It is with these huge losses sustained by American workers during
these 4 years that the costs of security provided by the workers' bill, H. R. 2827,
should be compared.
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ESTIMA'IES OF COST OF WORKERS' UNEMPLOYMENT, OLD AE, AND SOCIAL
INSURANCE BILL

(Prepared by Research Section of Interprofessional Association for Social In-
surance for hearings before House Conmmittee on Labor with reference to
Workers' Unemployment, Old Age, and Social Insurance bill, H. R. 2827,
February 1935)
Noa.M-Two estimates have been prepared: A relates to a hypothetical unit

of 10,000,000 unemployed; B is calculated for the current estimate of average
unemployment in 1934, namely, 14,021,000, the details of which were entered Into
the record of proceedings before the House Committee on Labor, Febriary 4,
1935, by Joseph M. Gillman, economist, on behalf of the Interprofessiosal As-
sociation for Social Insurance.

Estimate A

Number of persons unemployed (hypothetical) -------------- 10,000, 000
Deductions:

1. Estimated number of unemployed under 18
years of age (basis 1930 census) -------- 320, 000

2. Estimated number of unemployed who will
replace workers 65 years of age and over
retiring on old-age pensions ---------- 2, 250, 000

3. Estimated number unemployed because of
sickness or disability--------------- 250, 000

2,820,000

Balance of unemployed ----------------------------- 7, 180, 000

I. Annual cost of unemployment insurance (7,180,000 by
$973) ----------------------------------------- $6, 986,000,000

II. Estimated decrease on account of reemployment of
workers, following establishment of social-insurance
program- ---------------------------------- 5, 340, 000, 000

IT1. Annual net cost of unemployment insurance- 1, 646, 000, 000
IV. Annual cost of old-age pensions -------------------- 4, 535,000,000
V. Annual cost of sickness, disability, and accident insur-

ance ----------------------------------- 1, 200,000, 000
VI. Annual cost of maternity insurance--------------------55, 000,000

VII. Total annual cost -------------------------- 7, 436,000,000

VIIi. Present annual expenditures ----------------------- 3, 875, 000, 000

IX. Annual nat increase in cost ------------------ 3, 561,000, 000

Esiimate B

Average number of persons unemployed in 1934, all ages ----- 14, 021, 000
Deductions:

1. Estimated number of unemployed under 18
years of age (basis, 1930 census) -------- 550, 000

2. Estimated number of unemployed who will
replace workers 65 years of age and over
retiring on old-age pensions (see p. 4) - - 2,250, 000

3. Estimated number of unemployed because
of sickness or disability (see p. 6) ------- 250, 000 3, 050, 000

Balance of unemployed ---------------------------- 1 0,971,000

I. Annual cost of unemployment insurance (10,971,000 by
$973) ----------------------------------------- $10, 675, 000,000

I. Estimated decrease on account of reemployment of
workers, following establishment of social-insurance
program --------------------------------------- 7, 554, 000, 000
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Estimate B-Continued

III. Annual net cost of unemployment insurance --- $3, 121, 000, 000
IV. Annual cost of old-age pensions --------------------- 4, 535, 000, O
V. Annual cost of sickness, disability, and accident Insurance

(see p. ) ----------------------------------- 1, 200,000, 000
VI. Annual cost of maternity insurance ------------------ 55, 000, 000

VII. Total annual cost -------------------------- 8, 911, 000, 000
VIII. Present annual expenditures ----------------------- 3, 875, 000, 000

IX. Annual net increase In cost ------------------ 5, 036, 000, 000

Estimated annual trage loss of unemployed
[Based on average annual wage and salary rates for 1932 1n Natlnal Income Report )

Industry

Arricultare ..............
MLnes &a1 quarries ......
Electric light and power

and manufact ured gas.
Manufacturing ..........
Construction ............
Tran prtation ..........
Commuslcation .........
Wbolo. le amd retail.....
Finance----- ----Osvernment:

(a) Exclusive otpub-
lc education.. -

(b):Pubic education.
(4) Recreation .......
(8) Personal .........
() Domestl- ........()Profe.mional ....
(1) Miscellineous...

Miscellaneous Industries-

Tra ..............
Total wage and salry

Unemployel entrepre-
neurs ..................

Total ..............
Avermge loss .......

1934 unemployment table

Unemployed (in tbon-sands) AnnuJ wage or salary Lossofearnings (In millions)
sand).I.

Wage
eanE rs

1,

5,34

Salary
earlier$

1063

2,2D0
427

99
185

3,600

Not
classi-
fed

1,400

2
4601.123
373
79

871

4,849

Wage
earners

-$-4
909

I,.151

1 110 ........

Salary
earners

2, 27

1,245

1,477
1,400

Not

fled

1,409;
1, 33D

Wage
earners

$I,196.9
210.0

2, 054.2
1,103.8

.o.........

....3.. ..........

1, o45CO .........
1,416 i.
1.105 I .. ...
1,4 ,0 ..........

. . ... .......

Salary
earners

"iiii'6...... . . . . . . .. .

%739.08X 1

Not
clasi

2.9.0........
8287.5'

.......... 628.2
187.3

.......... 119.2

6,709.2 3,25.3

$13.629,400,0(0

107,000,000

1,64 400. OW~
973

I 73d Cong., 21 Seas.. S. Doe. 124, National Income, 1929-32.
'19"29 rate. 1932 rate only 8352.
'At annual average loss $973.

I. (a) Number of persons aged 65 and over (1930 Census) ...... . 6, 634, 000
(b) Estimated number of persons aged 65 and over in 1934

(Report of President's Committee on Economic Security,p. 24).......................................... 7,,500, 000
II. (a) Number of persons aged 05 and over, gainfully occupied

(1930) ............................................ 2,205,000
(b) Estimated number of persons aged 65 and over who were

gainfully occupied In 1934 (average) ------------------ 2, 60 000
NOTE.-II (b) to 11 (a) In same ratio as I (b) to I (a).

III. (a) Estimated number of gainfully occupied persons who would
be eligible to retire upon enactment of the Workers' Bill. - 2, 250, 000

NOTE.-IO-percent allowance for entrepreneurs of sub-
stantial means (U. S. Census estimate, letter to com-
inittee, I. P. A. 12/3/34).
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IV. (a) Nongainfully occupied persons aged 65 and over (I (b)-
I I(b))-----------------------------------------56000,000

(b) Estimated number eligible for old-3ge pensions (males,
1,422,000; females, 3,078,000) ----------- i --.------- 4, 500, 000

NoTE.-O-pereent allowance for those of substantial
means.

V.1 (a) Number of gainfully occupied persons in III (a) (2,250,000)
plus husbands or wives aged 65 and over (777,000, V (e)-i-
V (g)) (V (6)-1-V (C)-i-V (e) -- V (9)) ----------------- 3,027,000

(b) Gainfully occupied males (less entrepreneurs) -- 1,950,000
(c) Gainfully occupied females ------------------ 300,000
( Gainfuly occupied males, married ......--------- 1,242,000
( Gainfully occupied males, married, whose wives

are 66and over (assumed not gainfully occu-
pied) --------------------------------- 673, 000

(f) Gainfully occupied females, married ----------- 104, 000
(g) Gainfully occupied females, married, whose hus-

bands are 65 and over (assumed not gainfully
occupied) -------------------------------- 104,000

VI.1 (a) Balance of married persons among nongainfully
occupied (d)+(e) ------------------------- 1,237,000

(b) Balance of males, 1,422,000-104,000 (IV (b)-
V (9))-------------------------------- 1,318,000

(c) Balance of females, 3,078,000 -673,000 (IV (6) -
V (a) ----------------------------------- 2,405,000

(d) Married males in VI (b) -------------------- 802,000
(e) Married males in VI (b) whose wives are 65 and

over ------------------------------------ 435,00.0
1,237,000

Of the 4,500,000 in IV (b) these have been accounted for:
(1) Wives, 65 and over, of gainfully occupied maIns (assumed not

gainfully occupied) (V (e)) ......................... 673, 000
(2) Hiusbands, 65 and over, of gainfully occupied females (as-

sumed not gainfully occupied) (V (g)) ----------------- 104, 000
(3) Balance nongainfully occupied males 65 and over, married

(VI (d)) --------------------------------------- 802,000
(4) Balance nongainfully occupied females 65 and over, married

(VI (e)) --------------------------------------- 435,000
Not yet accounted for:

(5) Nongalnfully occupied widows, widowers, divorced, single
persons, aged 65 and over -------------------- 2, 486, 000

Annual cost of old-age pensions

A. Number of gainfully occupied workers aged 65 and over, elig-
ible for old-age pensions at annual average rate of $1,200
per annum ($1 199 average annual rate, 1932, 1929-32
national income ------------------------------------ 2,250,000

B. Number of married couples nongainfully occupied, husband
or both 65 or over annual pension, $676 ($10 plus $3 per
week) --------------------------------------------- 802,000

C. Number of unmarried persons 65 or over (annual pensions,
$520 ($10 per week) --------------------------------- 2,486, 000

Cost of A ----------------------------------------------- $2, 700,000, 000
Coat of B ----------------------------------------------- 542,000, 000
Cost of C ---------------------------------------------- 1, 293, 00, 000

Total --------------------------------------------- 4,535,000, 000
9 AU figures in V and VI a estimated from ratios derived from 190 Censu.
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Col of aickne4s, accident, disability insurance

Class C, 1930 Unemployment Census (persons out of a job and
unable to work on account of sickness or disability).........

Would assume 250,000, since census figures are out of line
with other experience.

ClAis D. 1930 Unemployment Census ( persons having lobs, but

1185

172, 661

Idle on account of slckness or disability) --------------------- 273, 588

Total ----------------------------------------------- 446, 249

According to Report of President's Committee on Economic
Security which states that 2.25 percent of all industrial workers
are at all times incapacitated, it would seem that the total of
446,249 badly underestimates the amount of sickness and dis-
ability.

Would assume--
Class C type ------------------------------------------ 250, 000
Class D type --------------.............. 750, 000

Total ----------------------------------------------- 1,000,000
Cost of sickness, accident, and disability Insurance (1,000,000 by

$1,200) ---------------------------------------------- $1, 200,000,000
NOTE.-$1,199 average annual wage or salary in 1932 (N. I.Report, 1929-32). Cost of maternify insurance

Number of gainfully occupied married women between ages 15 and
44 (1930 Census) ------------------------------------- 2,425,000

Number of married women between ages 15 and 44 (1030 Census) 17, 836, 000
Birth rate per 1,000 population (1930) -------------------------- . 9
Birth rate per 1,000 married women (above) ------------------- 137.0
Number of births per annum to gainfully occupied married women

(on above basis) ----------------------------------------- 332,000
Probable number of births ---------------------------------- 150, 000
Annual cost for 16-week benefit (150,000 by $369) ------------- $55, 000, 000

$369=LoX $1,200.
($1,199 average annual wage, 1932, N. I. Report 1929-32.)

Present Annual Expenditures for Unemployment, Old Age, Sickness Relief, Public
and Private

A. UNEMPLOYMENT

1. Federal Government (source of statistics: General Budget
Summary, Treasury Department, estimated expenditures
for 'ear ending June 30, 1935, schedule 3):

(1) F. E. R. A ....................
(2) C. W. A ...................... _ .......
(3) Emergency conservation .....................
4 Relief of unemployment ..................Puihlin Works'

$1,733,208, 700
13,842, 10

402, 363, 000
100,000,000

(3) Loans and grants to municipalities -------------- 1 166, 300 000
(5) Public highways ---------------------------- 1 428, 600,000

Total expenditures of a relief character -------------- 2, 844, 313, 800
II. State and city (basis: F. E. R. A. reports) --------------- 400, 000, 000

Total unemployment relief ------------------------- 3, 250, 000, 000

1 Eliminated from employed, hece deduct as funds to provide employment.
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Present Annual Expenditures fo Unemploy#ment, Old Age, Sickness Relief, Public
and Prirate--Continued

B. OLD AaE

Federal Government to veterans and widows (Report of
Administrator of Veterans' Affairs, 1933)

State old-age assistance (President's Committee on Economic

Ind

All

$236, 000,000

security) ---------------------------------------- 43,000,000
lustrial and trade union pensions (President's Committee
n Economic Security) ----------------------------- 100, 000, 000
otlkr (rough estimate) ------------------------------ 50, 000, 000

Total -------------------------------------------- 428, 000, 000

C. SICKNESS, DISABILITY, ACCIDENT (TO GAINFULLY OCCUPIED PERSONS)

National Safety Council estimates for 1932 that wage loss
from occupationa disabilities was $370.000,000. Compensation
probably did not exceed $200,000,000.

Practically no other sickness or weekly accident benefits
were paid In the United States by governmental agencies.

Total annual expenditures for relief of old age, unemploy-
ment, and sickness at present time -------------------------- $3, 875, 000, 000

Estimate of diminution in cost of unemployment insurance on account o reemploy.
ment fr!lowing passage of tcorkers' bill

National Income Salaries and wages
Year (exclusive of (exclusive of

Government) Government)'

IM ............................................................. $6, b0 0000 $A M M0 0, 000
I-- ............................................................. 4O o, M M 000 4 06 6M 0
1931............................................. ..... 47,S800,0O 32,A000, 000
1932 ........................................................... 0. O 000, 23. M , 0 00
1933 ............................................................. 3K 300, 0D, 000 21,9 0, 000,00

I Nations! Income, 12-32; oxtlonit Income, 1933; Survey Current Business, January 1933.

Ratio of salaries and wages to income produced
1929 ............................................................
1030 .......................................................... .
193 1 ------- ---------- ----- --------------- ------- ------------- ----
1932 ............................................................
1033 ............................................................
1934 (estim ate) ---------------------------------------------------
Total Insurance benefits payable (annually) under workers'

bill (p. 2, I--IV-e-V-i--VI) ------------------------------ $16,465, 0
Present expenditures for relief, old age, etc ----------------- 3, 875, 0
Increase in purchasing power of lower income classes upon

passage of workers' bill---------------------------- 12, 590, 0
Increase in annual demand for consumers' goods (100 percent

assumed) (see Brookings Institute, "America's Capacity to
Consume'!, p. 84) ------------------------------------- 12, 590,0

Increase In annual wages and salaries to meet increased
demand for goods (decrease in cost of unemployment Insur-
ance) (60 percent of $12,590,000,000) (ratio of salaries and
wages to Income produced, 1934, above) ----------------- 7,554,0

0a 592
. 639
.688
.697
. 603
. 60

D0, 000
D0, 000

D0, 000

00,000

00,00
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BRIEF ON THE CONSTITUTIONALITY OF "THs WORKERS' UNEMPLOYMENT AND

SOCIAL INSURANCE ACT", BY LeO J. LINDEs, ATTORNEY, NEw YORK CITY

H. R. 2827 Is unquestionably constitutional.

1. THE BILL 1S A PROPER EXERCISE OF THE APPROPRIATING POWER OF CONGRESS

This bill provides for the appropriation of Federal moneys out of the Treasury
of the United States for the payment of compensation to the unemployed, the
sick, the disabled, and the aged. It is thus simply an exercise of the appro-
priating wer, the power of Congress to spend money. The bill does, indeed,
do more Ran provide for appropriations- it provides for the setting up of adminis-
trative machinery. But the appropriating power of Congress necessarily carries
with It the incidental power to provide administrative machinery for disbursing
the moneys appropriated and for insuring their proper application to the purposes
sought to be achieved by Congress.'

What limitations are there on the power of Congress to appropriate Federal
moneys? The Federal Government is a government of "enumerated" powers;
that is, powers enumerated by the Constitution. Some constitutional lawyers
have, therefore, argued, when It has suited their client's purpose, that Congress
may only expend moneys f9r the execution of the enumerated powers. Upon
some such argument, an appropriation for social insurance would be unconstitu-
tional, since the Constitution does not enumerate any power to provide social
Insurance for the people of the United States.

The argument Is, however wholly unsound, for it ignores the fact that one of
the enumerated powers set forth in the Constitution is the power to "lay and
collect taxes, pay debts, and provide for the common defense and the general
welfare of the United States".' To limit this power to spend moneys for the"general welfare", to the power to spend moneys for the execution of the other
enumerated powers, Is to rob the "general welfare" clause of its meaning and
thus to violate an elementary principle of constitutional construction.' Such
distinguished constitutional authorities as Washington,4 Madison,& Monroe,'
Hamiiton,' Calhoun,' and Justice Storey,# have repudiated the conception of an
appropriating power limited by the other powers. Our highest authority, the
United States Supreme Court, has In the famous Sugar Bounty case," definitely
upheld appropriations by the Government In payment of purely moral obliga-
tions, entirely beyond the scope of the other spec[lcally enumerated powers and
has, Indeed, held that an appropriation out of "considerations of pure charity"it
cannot be reviewed by the judicial branch of the Government. Congress itself
has uniformly and consistently exercised its appropriating power for any purpose
which it deems for the general welfare and irrespective of whether the purpose
came within the specifically enumerated powers or not., Consider the appropriations which Congress has made. Congress has spent
money for the purchase of Louisiana from France, of Alaska from Russia, of
Florida from Spain; Congress has made outright gifts of millions of dollars to the
Individual States;" it has appropriated billions of dollars for a rIculture," and
for internal improvements; 4 it has appropriated the moneys of the Nation to aid
destitute foreigners in severe calamities, as in the case of the Santa Domingo in
1704 s and the citizens of Venezuela, who suffered an earthquake in 1812;" it
has in the last 2 years, appropriated billions of dollars for emergency relief to
t The Constitutio of the United States, art. I, sec. 8, el. I and df. 1; Willoghby on the CoMsttution of

toe United states, ch. 3, see. OXp. 106.
I L-opstltutimb art. 1, SeM 8. I.
Chief Justice Taney In 11smse V. .Jtaalson, 14 Pet. 53, 570, 571; Sory Commenta.6is on the Constita-

tire Uth ed.. see. 12, 913.
tay on the Constitutlon, 5th ed.; Dote to sew. 978.

The Feceralist, p. 41; Richardson, Messages and Papers of the President, rol. 2, M M.
Annals of Congress, 17th ong., Ist sess., vol. 2, p. 18R9; [lichardson op. ct, vol. 2, p. 1&5.'Hamilton's Wors re's editloeol. 3, 294, 37*, 272.

.'Ehiot' Debtes,ded vol 2 431, ote.
Story on the Constttion, Qo. 1, secs. 92 to924; see also Pomeroy Introduction to Constitutional Law

secs. 274, 275; Hare, American Constitutional Law, p. 156 Willoughby on the Constitution of the Unlte
states, see. 169; Burdlck on the American Conrtitut'oo, see. 77.

11 U. S. v. Rearty Co., 164 U. 8. 427.
SU. S. v. 1'gitg Co., supra. p. 441, 4.U In IS37 Comgres, finding that tbera was asurplus, spp,-vpriated $2%,000,o to be paid to the Individual

States In vropstlo to theIr population; Cogress made a second apfrpitIon of thts nature In 141.
O Orfield Federal Land Grants to the States, pP. 37, 41,4& and 6 , the aets estabflslhing the Bureau 3(

Aulmal Husbandry, Weather Bureau, Bureau of Plant and Industry. Forest Serv ce, Bureau of Sois.
Bureaus of Blolorcal Survey, Bureau of Crop Estimates etc.

"t The Geolkgcal Surrey, Bureau of Mns, Depatment of EducatIon, Road Building.
If Act of Feb. 12, 17 4, Th. 2.
1 The act or May s, 1311, ch. 79; 4 Eliot's Debates, 240
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"needy and distressed people";"? it has appropriated billions for the setting up
of a Reconstruction Finance Corporation,' Home Owners' Loan Corporation,9
and the Federal Housing Corporation.I

None of the enumerated powers would justify these (purchase of Florida from
Spain, Alaska from Russia) expenditures. Yet surely no one would presume to
say that Congress exceeded its power in making the Loubiiana purchase, or in
setting up the Geological Survey, which has increased the natural resources, or
that Congress should ever have contributed to the country's educational needs.

It is thus entirely clear that wholly without regard t9 the enumerated powers,
Congress may use Federal moneys for any purpose which it deems will accom-
plish the 'general welfare". Surely It could not be said that a bill which will
provide a system of unemployment and social insurance for millions of unem-
ploycd, sick, disabled and aged, Is less for the "general welfare" than any of
the bills which have just been mentioned. If Congress passes the bill, it will
thereby declare that, in Its judgment, the bill is for the "general welfare" and
no court has the power to substitute its judgment on this question for that of
Congress.

The fact is that the Supreme Court has Itself stated that It has never in its
entire existence, attempted to set limitations to the power of Congress to appro-
pr ate moneys."1 On the contrary, the Supreme Court has explicitly declared
that the exercise of the appropriating power is not a subject for judicial con-
sideration.12 The Supreme Court has appreciated that if individual taxpayers
were permitted to harass and obstruct the Federal Government with questions
as to the propriety of national expenditures, that this would render unworkable
the whole machinery of the Federal Government. There is a case in which a
taxpayer tried to stop the Secretary of the Treasury from paying out moneys
for the construction of the Panama Canal. 3 The United States Supremi Court
declared that the taxpayer could not interfere. The Court pointed ou t that the
taxpayer could not show any "direct Injury", since he could not point to any
property belonging to him which was directly affected by the way the Federal
Government spent its money. After all, the money in the United States Treasury
appropriated, might very well be interest on the foreign debts or the proceeds
of the sale of Government property and no taxpayer could point to any specifictax or any specific moneys paid by him which was used for the appropriation inquestion. The United States Supreme Court, however, went much further than

this technical argument with respect to the matter of "direct injury." The
Court declared explicitly that the question of the purpose for which Congress
may use moneys, is a legislative question, not a Judicial one. Thus, the United
States Supreme Court has deemed itself to be without power to pass upon the
propriety of the exercise by Congress of its appropriating power.' 4

Clearly, the bill is not merely a wholly constitutional exercise of the appro-
priating power, but there is no way by which the propriety of the exercise of the
appropriating power can be questioned.

11. THE BILL DOES NOT INVOLVE ANY UNCONSTITUT40NAL DELEGATION OF LEGIS-
LATIVE POWER

While the bill does indeed Invest the Secretary of Labor with large discretion,
this does not render the bill unconstitutional. The United States Supreme Court
has, again and again sustained delegations of power to the President Cabinet
officers, and commissions. The Court has recognized that Congress might very
well find it impossible to do more than to "lay down an intelligible principle to
which the person or body administering the bill is directed to conform." 23 The
Court has appreciated the practical difficulty of fixing preelse and definite
standards in advance of the complex contingencies certain to arise and has
recognized that Congress might "form the necessities of the case, be compelled
to leave to the executive officers, the duty of bringing about the result pointed
out by the statute." 2 Thus, the Tariff Act of 1922 was held constitutional,

SEmergency Relief and Oonstructioa Act, 1932.,47 Stat. 709, July l, 192, - 5$20.
Ian 22 1932 - 8 47 Stat. 5.
"lne ti, 1933, . 64, 48 Stat. 128.
N0 National Housing Act, No. 479, 73 Congress approved by President, June 17, I14.
N AMtu. v. Meldox, 262 U. 5. 447, 487-SM in Field v. Clark, 143 U.S. 49, U. S. v. ReaulF C'., stpro, and

Mass. v. Mell., supra, the Supreme Court refused to pas on th question of the propriety of the exercift
of the appropriating powers.

u A6e. v. Meloin, supMa
u Wi ems v. Mow, 204 U. 8. 24.
14M8. v. Mr/ps, IMSr v. tarw, U. S. v. Re ur C'., supra.
us H mpden v. U.8 .276 U 8 394. " *

t Sttti~dv ranalan, 5i" U. 8.,470, 49&.
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although It vested the President with'the power to raise or lower the tariff upon
any imported article whenever it found that the American products were at a
competitive disadvantage with those imported from abroad." A much broader
power was held to have been constitutionally delegated to the Commissioner of
Internal Revenue by the Revenue Acts of 1918 and 1921, which authorized the
Commissioner to adjust the rate of excess-profits tax.

8 
Again an act of Congress,

which gave the Secretary of the Treasury, onthe recommendation of experts, the
power to fix and establish standards of purity, quality, and fitness for consumption
of certain commodities imported into the United States, was held constitutional."

In the recent "hot oil' case the United States Supreme Court has it is true,
declared that the "hot oil" control clause of the N. R. A. was invalid as an un-
constitutional delegation of legislative power. But, in that case, no "primary
purpose" or "primary standard" was clearly stated. The legislation there con-
sidered is wholly distinguishable from this bill for here a primary purpose Is stated,
and it is clear that the Secretar. of Labor is not invested by this bill with any-
thing more than a properly constitutional "administrative discretion". Indeed,
the discretion investe In the Secretary of Labor i narrow; for the beneficiaries
who are to receive the compensation are named, the minimum compensation is
prescribed, the maximum compensation is ascertainable, and the nature of the
compensation is fixed. Certainly the discretion here vested In the Secretary of
Labor is far less wide than that vested in the Secretary of Apiculture by the
Agricultural Adjustment Act of 1933."1 In the latter bill, the Secretary of Agri-
culture was granted the power "to provide for rental or benefit payments in con-
nection with crop-reduction in such amounts as the Secretary deems fair and
reasonable." The Congress which found no difficulty In regarding the Agricul-
tural Adjustment Act as a constitutionally proper delegation of power, can cer-
tainly find no constitutional difficulty on this score with this bill.

IIl. THE ABSENCE OF AN APPROPRIATION OF A SPECIFIC AMOUNT, DOES NOT REDER
THE SILL UNCONSTITUTIONAL

No specific amount is appropriated by this bill. But this does not render the
bill unconstitutional. For general indefinite appropriations are common. The
first of such general indefinite appropriations was passed when Congress directed
that all expenses accruing and necessary for the maintenance of lighthouses should
be paid out of the Treasury of the United States. Since then hundreds of statutes
containing similar indefinite appropriations, have been passed. From the mo-
ment the bill Is enacted this general appropriation becomes a charge upon the
Treasury of the United States.

When it is determined that any Individual is entitled to a certain amount of
compensation, his claim is a claim on the United States, to be honored by the
Treasury Just as any matured bond or other obligation of the United States must
be honored. Like all other matured claims on the United States, these claims
for compensation when fixed, must be provided for as a part of the Budget of
the Federal Government.

IV. THE BILL DEPRIVES NO ONE OF HIS PROPERTY WITHOUT THE "DUE PROCESS Or
LAW" GUARANTEED BY THE CONSTITUTION

Unlike all other unemployment and social Insurance plans, this bill does not
involve the setting up of"reserves" created by enforced contributions by em-
ployers or employees. The only way that any person could regard himself as in
anywise deprived of property for the purpose of financing this bill, would be by
regarding this bill as a taxing measure.

The bil provides that "it is the sense of Congress that if any further taxation
is necessary to provide funds for the purposes of this act, it shall be levied on
Inheritances, gifts, and individual and corporation incomes of $5,000 a year or
over."

Even it It can be argued that this is a taxing measure, the bill is a proper
exercise of the taxing power of Congress. Congress has the power under the
Constitution, to lay taxes for the "general welfare", subject only to two limita-

Pfla~mpdcv. IU.spa, ..
3' l[[e v. "Diarod Antdh Cb., 288 U. 8. 802.
HBwtAdd V. traldhoin SUMe.

"The "hot oil" decision, Sup. Ct. Rept. but see Carpenter on the "ConstItutionality ol the N. R. A.",
Southern California Law Review, Jan. 1934, p. 125; Cheadle on the "1 Delegation of .&gislative Function",
27 Yale Law Journal 892.

0 May 1, 133 -. , 4 tat. 31.
MAct ot A. 7,1789'c 9 1 Stat. 3.
"Introdnction'to h'arinqs before the Subcommlttee of the House Committee on Apprcpriations on

H. R. 9410, 73d Congress, 2d session.
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In the case of duties, imports and excises, "this must be uniform." In
the case of direct taxes, they must be apportioned according to the census.
Neither limitation, however, applies to incomes, gifts, or inheritances sne. the
sixteenth amendment." Thus, a tax levied by Congress on incomes, Inheritances
and gifts, is wholly property so long as Congress deems it to be for the " general
welfare." Once Congress has levied such a tax the tax cannot be assailed by
any tax payer, since the courts will not review the exercise of the Congressional
discretion involved. The decision of Congress is thus final.u

The limitation on the taxing power of the States, "that the taxation must be
for a public purpose" Is not a limitation applicable to the Federal Government."
But evep if It were, clearly the purposes for which funds are to be raised by tax-
ation, and to be spent under this bill, Is a "public purpose." The fact that
private Individuals benefit, does not alter the fact that it Is to the public Interest

these private individuals receive such public benefit." Finally, what Is or
Is not a "public use" or purpose, has been held by the United States Supreme
Court to be a question concerning which the legislative authority i. best able to
judge," Just as in the ease of the exercise of the appropriating power, so in the
case of the exercise of the taxing power, where the tax is levied on incomes,
inheritances and gifts, the tax payer is wholly without remedy. When Congress
determines that such a tax Is for the "general welfare", Its decision is final and
cannot be constitutionally assailed.

V. THIS BILL DOES NOT VIOLATE THE STATES' RlOHrS

* It has been argued that this bill is unconstitutional on the ground that it
involved a usurpation of the rights of the States. This argument Is based upon
the proposition that the power of Congress to regulate commerce and industry
is limited to the "Interstate commerce power" and that any regulation by the
Federal Government of intrastate business and of matters "not commerce", is
unconstitutional.

This argument Is wholly Inapplicable to the present bill. For this bill is not
an exercise of the interstate commerce power; It is an exercise of the appropriating
power.

This bill does not involve any regulation of intrastate commerce or of matters
"not commerce." It does not involve the setting up of "reserves"; it does not
set up such business relationships as might possibly be Involved in the creation
of special accounts with employers or employees, based on their contributions
to a reserve fund.

The bill in no wise interferes with the conduct of any intrastate business. It
does not prohibit the transportation of any product by intrastate business such
as was held Invalid in the child labor case. The bill does not affect the liability
of employers to employees in intrastate business such as was held invalid in the
employers' liability case."

The bill simply sets up an obligation of the United States Government to pay
out of the United States Treasury compensation to all who are unemployed, sick,
disabled, or aged, and it provides for the governmental machinery for the proper
disbursement of the compensation. The Supreme Court has explicitly declared
that no State will be heard to complain that the Federal Government is Invading
State rights when it simply exercises Its appropiating power.41 u

Even if, however, this exercise of the appropriating power, should, by any
stretch of the Imagination, be regarded as a regulation of matters "not commerce
end of Intrastate commerce, it does not follow that the plan is beyond the powers
of Congress. For it is the present doctrine of the United States Supreme Court
that Congress has the power to regulate intrastate commerce and matters that
tire "not commerce" at all, provided that the burdensome'cbs acter of these
activities on interstate commerce is clear and direct., Thus the United States

4 Hftox V. . S., 3 Dal]. 171 Polack v. Farm L4Rd & 'tIUC19 153 U. S. 601.
I Thi 16th amendmeat reds as follows: "The Coreas shall 'Lave power to lay and collect taxes on

Incomes, from whatever source derived, without apportlonment among the several States, and without
regard to any census or I nun*rtion."

nturaics Cl. v. 8oft, 7 Wall. 433.
3 ItIIgv. U. S.. 23 U. S. 261.
80 stl Bask v. HasaeU. 219 U. 8. 104; FaUbrook Irrlgato Darld v. Bre kye, 164 U. 8. 112; ' Jv.
eamwr, 23 U. 8.244.
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Supreme Court has held the Packers and Stock Yard Act of 1921 constitutional,
although that act gave the Secretary of Agriculture supervision over the commis-
sion men and hvestock dealers in the stockyards of the Nation and thus enabled
the Secretary of Agriculture to regulate prices and practices In matters wholly
intrastate." The Court appreciated that the object of the act was to "',ee and
unburden" the flow of Interstate commerce. Again, in another ease, t.e passen-
ger rates of a branch line of a railroad, wholly within the boundaries of a single
State and physically detached from the Interstate lines of the same railroad, were
held constitutionally subject to the control of the Interstate Commerce Commis-
sion, by reason of the effect of the intrastate rates on interstate rates and inter-
state business." The Court has again and afain regarded similar acts as a proper
exercise of the "interstate commerce power.'"

Certainly, it must be clear, that Congress In 1933 and 1934 has proceeded
upon the constitutional theory that it lies within the province of the Federal
Government to prevent practices which deter the free flow of interstate com-
merce and to promote practices which stimulate Interstate commerce. 41 The
Congress which passed the Agricultural Adjustment Act of 1933, declared that
the loss of the purchasing power of the farmers endangered the entire economic
structure of the Nation.4s The mechanism set up by that act was conceived
as a device to restore purchasing power. Certainly the workers' bill Is similarly
an effort to remove obstacles to the free flow of interstate commerce. Clearly
it provides for the "general welfare" much more directly than the N. R. A.,
the A. A. A., the P. W A and the other emergency acts which Congress has
enacted during the Roosevelt administration.

This bill Is an effort to deal with the same problem, the crisis in the purchasing
power of the people of the United States. The basic conception of thief bill is
that the millions of workers and farmers throughout the United States who are
unemployed, sick, disabled and aged, lack purchasing power and that the
soundest way to restbre thai purchasing power is to give them money, but not
to give them money by way of charity or relief, but to give them money as of
right, as a compensation for a disability which they suffer, due to no fault of
their own and due to the operation of social forces. The basic idea of this bill
thus is that funds should be given to create purchasing power for the masses whomust spend the money for the necessities of life and who, in spending the money

for these necessities, will thereby remove obstructions tthe free flow of inte -
state commerce.

Furthermore, a consideration of the advantages of the Federal as against State
or Federal-State social-insurance systems, will show the "administrative
necessity of a Federal system. The vast growth of American Industry spanning
the entire continent and the development of a national economy that is inter-
onnected and interdependent, has completely transformed the Nation which was

the subject of the Constitution. For most purposes of business and commerce
State boundaries have ceased to exist. The existence of 48 governmental
systems endeavoring to solve problems essentially national in scope in 48 different
ways, has created stupendous contradictions and difficulties. The lack of pur-
chasing power of the unemployed, sick, disabled, and aged is a national phenom-
enon, national in scope; its causes are bound up with the causes of the national
economic crisis.

Finally the Federal system is the only feasible one, because it is only the
Nation which can deal with the problem as it must be dealt with. The problem
of unemployment is a problem of mass unemployment with millions out of work.
The loss in purchasing power of the unemployed the sick, the disabled, and the
aged, runs into billions of dollars. Only the Federal Government, with it vast
resources and imponderable taxing power, can provide the means to meet a
problem of such magnitude. Many of the States simply do not have adequate
financial resources or adequate taxing power, but their unemployed need com-
pensation no less than the unemployed of the wealthier States. And It Is
equitable that the wealthier States should contribute to the support and mainte-
nance of the human beings in the poorer States, from which the income may very
well have been withdrawn. The Incomes and inheritances earned or created by
Nation-wide industry are, as a practical matter largely beyond the taxing power
of any but the one State where the income is received, or in the case of Inheritances,

M.PIdv. We 2Lu, sulrs
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See Declaration of Policy, National Industrial Recovery Act, Jun. 1, 1933 a. 9048 Sat. 195.
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where the deceased had his hoeie at the time of his death. Only the Federal
Government can effectively distribute the burden, because only it can effectively
reach incomes and inheritances and make them available for the people of all
States.

We must remember that the bill hero considered does not depend for its con-
stitutionality on any consideration of the "interstate commerce power", upon
the argument that the regulation of Intrastate business is necessary because of its
effect on interstate business. In this respect, this bill rests on a far sounder con-
stitutional basis than do the N. R. A. and the A. A. A. Those acts stand or fall,
depending upon the extent to which the interstate commerce power can be prop-
erly exezrised. But this bill is merely an exercise of the appropriating power.
It rests upon the same constitutional basis as do the Reconstruction Finance
Corporation Act and Home Owners' Loan Corporation Act, which involve merely
an exercise of the power of Congress to spend Federal moneys.

The Reconstruction Finance Corporation Act, the Home Owners' Loan Cor-
poration Act, and, indeed, the bulk of the national emergency legislation which
has been enacted during the Hoover and Roosevelt administrations, involve an
understanding of the national character of our problems. Furthermore, they
indicate an appreciation ofthe inadequacy and the cumbersomeness of the Federal
subsidy system. These acts all provide'for direct aid to persons, firms, and cor-
porations in the States. The Reconstruction Finance Corporation supplies
Federal moneys direct to bankers throughout the country.

The Home Owners' Loan Corporation supplies Federal moneys direct to mort-
gagees throughout the country. There is no sensible reason why the congres-
sional understanding of the national character of our economic problems, equal
to the task of applying this understanding to bankers and mortgagees throughout
the country, should fail to applyit to these who are neither bankers nor mortgagees.

Bankers' relief and mortgagees' relief have all been envisaged as Federal
problems, requiring Federal solution. The unemployment and social insurance
problems are even more clearly Federal problems. They require a similar national
solution.

The Congress which passed the Reconstruction Finance Corporation Act,
apparently, was convinced that it was for the "general welfare", that the banks
in this country should be given money out of the Treasury of the United States,
so that the banks could stay in business. The Congress which passed the Home
Owners' Loan Corporation Act, apparently, was convinced that it was for the
general welfare", that Inivlduals and corporations owning mortgages affecting
real estate who were totally unable to liquidate them, should be given bonds of
the Unite States in payment for their mortgages. When Congress passes this
bill, it will at last have realized that it is for the 'general welfare' that all human
beings in the United States who through no fault of their own, are unable to
earn the necessities of life, should receive money so that they may Purchase the
necessities of life and, in so doing, maintain not only their very lives, but the
economical life of this country.

The bill, in view of the foregoing considerations Is clearly constitutional.
The CHAIRMA. The next witness is Mr. Weinstock.
Mr. DAVID GORDON. I am appearing in behalf of Mr. Weinstock.

STATEMENT OF DAVID GORDON, NEW YORK CITY, REPRESENTING
THE COMMITTEE FOR UNEMPLOYMENT INSURANCE

Mr. ,6RDON. I "am representing the organization of Mr. Weinstock '.
I represent the American Federation of Labor trade-union committee.
I am the secretary of the New York Federation of Labor trade-union
committee. I represent the wish for unemployment insurance of my
own local uaion, Local 107, of the A. F, of, L.

To those who question our authority, we need say but one word.
The movement of the A. F. of L. trade-union committee of the United
States is the one which has focused the attention 6f th6 membership
towards genuine unemployment insurance against such quack
remedies as the Wagner-Lewis bill, one sponsored by the A. F. of L.
chiefs. The support that .our resolutions and motiogis received in
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favor of the provisions outlined in the workers' unemployment and
social insurance bill introduced as 11. R. 2827, 'by Congressman
Ernest Lundeen, and against the Wagner-Lewis bill, at once estab-
lishes our authority to speak for the tremendous forward march in
progressive economic legislation consciously supported by a million
A. F. of L. members. However, it is sufficient to take cognizance
of the fact that some one million organized men and women support
the Lundeen measure and, by this very act, categorically reject the
Wagner-Lewis bill.

We offer to your committee here at this point a partial list of
organizations affiliated to the A. F. of L. which endorse the Lundeen
bill, H. R. 2827.

Why do we oppose the Wagner-Lewis bill? The Wagner-Lewis bill
in every one of its measures is directly antagonistic to a real plan for
unemployment insurance. President Roosevelt in his message to
Congress on the security program lays down the principle that the
funds must not come from the proceeds of general taxation, that the
system should be "self-sustaining." In simple language this means
the imposition of the burden of the insurance on those who are to
receive it, It seems that the workers will be compelled to sustain
the system. A tax on pay rolls will be passed off oil the consumers to
sustain the system. A tax on pay rolls will be passed off on the con-
sumers who are also the workers. Whether directly or indirectly the
workers will pay through higher prices or wage cuts. It means new
and added burdens to those who are employed at wages already cut
far below the workers' needs,

We are opposed to the method of voluntary State insurance plans
which is part of the Wagner-Lewis bill and of the Roosevelt program.
We have seen how this has worked out in other legislation affecting
the workers.

Our experience with so-called "welfare legislation" has taught us
that the method of enactment of legislation, State by State, only
serves to discriminate against large sections of workers. There is,
for example, the Workmen's Compensation Act. The first State law
for workmen's compensation was passed in 1911. Itis now more than
25 years that workmen's compensation legislation has been discussed
in the United States. In 1934 there were still four States that had
no accident-compensation laws (Arkansas, Mississippi, Florida, and
South Carolina). It would take a half a century before the country
as a whole would adopt unemployment insurance measures. It is
estimated that at least 7 million workers are debarred from work-
men's compensation because they belong in the categories of railroad
workers, farm laborers, and workers in small shops who are excluded
from the State laws. The same experience can be recorded in the
history of old-age legislation, which was raised in the United States
in 1911. In the past 24 years only 24 States have passed this legis-
lation.

What kind of economic security does the Roosevelt, program pro-
vide? The Wagner-Lewis bill makes no mention of the amount or
the period of insurance. The unemployment workers will not be
satisfied with the kind of "security" whicli offers them a small amount
of benefit for a short period after which they must be forced on relief
rolls again. Government spokesmen frankly admit that the tax on
pay rolls will be made with the understanding that a waiting period
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of 4 weeks will be established before payments begin, that benefits
will last for no mdre than 15 weeks at 50 percent of the normal wage,
but no more than $15, and after 15 weeks the workers lose their
so-called "security". By no stretch of the imagination would this
be considered a bill for "social security." On the contrary it is a
program of continued insecurity.

The incompetence of the A. F. of L. executive council with refer-
ence to proposing unemployment legislation of benefit to labor,
organizWl and unorganized, is evident. The executive council has
blundered into scheme after scheme, supporting one and another at
different times, but always was in opposition to the growing demand
for the workers' unemployment insurance bill.

Mr. Lewis L. Lowin, in his study called "The American Federation
of Labor" (Brookings Institute, pp. 292 and 294), interestingly
describes the shifting policy of the executive council on unemploy-
ment insurance.

The executive council was against unemployment insurance. It
was declared an added chain of the slavery of labor to capital-in
effect, if not in such terms. Mr. Lowin then indicates the surging
tide for unemployment insurance rising from the ranks which com-
pelled a study of ths problem in 1931. -Finally, in 1932 the executive
council formulated a program in support of State insurance schemes.

In 1933 the executive council fully endorsed the Wagner-Lewis bill.
Today, William Green declares that there are no unemployment insur-
ance measures before congressional bodies which answer labor's needs
or which deserve labor's support. This is a sign of sheer intellectual
bankruptcy, the expression of harmful pessimism. It is, in effect, an
assertion that labor is unable to think or to analyze its problems.
The declaration of Mr. Green tends only to discredit the labor
movement.

But this cannot succed. I wish here to state that the zigzag
policies of Mr. Green and the executive council are not the policies
of the membership of the American Federation of Labor. , I will
submit excerpts from the proceedings of the A. F. of L. convention
since 1908 1o corroborate this assertion.

We maintain that if it is possible for Congress of the United States
to give millions of dollars to moribund banks and collapsing indus-
tries, it is equally within the power to provide funds for the ions of
unemployed without compelling the workers to bear the costs of
unemployment insurance.

We believe that the workers whose labor has built up the power
and wealth of this country should be treated' at least equally with the
banks and industries, and that Congress should appropriate funds
based o;1 the taxation of higher incomes of over $5 000 to provide
sufficient !unds for the maintenance of all unemployed workers in the
United States adequately, as provided in the Lundeen bill.

Social insurance is a vital necessity to the toiling population. But
it must be the kind of social insurance that will guarantee every man,
woman, and child who is today deprived of the necessities of life,
because he has been denied the right to work, a decent adequate stand-
ard of living. It must protect the standards of the employed; it must
offer security against illness and old age, and against a condition
where millions of children are undernourished and starving; where
families must live in overcrowded, slum firetraps and are faced With
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evictions and lack of shelter; and where there is misery and grim
suffering of millions in the midst of plenty.

It is our opinion that it is possible foi the richest country in the
world to provide an adequate system of unemployment insurance.
We disagree with the President when he maintains that "it is over-
whelmingly important to avoid the danger of permanently discredit-
ing the sound and necessary policy of Federal legislation for economic
security of attempting to apply it on too ambitious a scale."

This in our opinion smacks too much of protection of the rich in
the name of caution against an "ambitious program." It has been
widely publicized in the press that the higher incomes have not
suffered seriously during the crisis. The Bureau of Internl
Revenue in a preliminary study, made public in the New York Times
of December 10, 1934, showed that the net income of corporations
increased $654,502,097 or 35.35 percent in 1033 over the previous
year, while net incomes in the lower brackets dropped. The Times
report pointed out that-
tho number of individuals who received Incomes of under $25,000 and the total
of net income they reported dropped below the 1932 level, while the number and
total net income in the classes from $25,000 upward increased. Those receiving
incomes of $1,000,000 or more increased from 20 to 46, and the net income they
reported rose to $81,558,532, compared with $35,239,556 for 1932.

Furthermore, profits have not suffered. Industrial profits for the
first 9 months of 1934 were 70 percent greater than in the correspond-
ingperiod last year, according to the Federal Reserve Board report.

These are but a few indications of the ability of the country to
provide a decent and adequate system of unemployment insurance.

We favor the Lundeen bill because it provides for the basic needs
of the unemployed more than any other measure thus far presented.
First, the Lundeen bill covers all the present unemployed, and does
not discriminate against any section of the toiling population. Ade-
quate unemployment insurance for all the present unemployed will
assure protection to the millions of starving men, women, and children
now living in want. The Lundeen bill provides an adequate amount
of weekly compensation to cover the entire period of unemployment.
It calls for a Federal plan to go into effect in all States uniformly and
immediately., It provides funds out of the income of the wealthy,
of those whose millions have increased while millions of men, women,
and children have gone without food and shelter. -It provides for
taxation out of the income of the higher brackets. It provides for
the return to the -working population of some of the earnings of
which they were cheated when employed through low wages and
speed-up. 'e believe this is not only just but that it is the only
way in which the expense of unemployment insurance shall be met.

During the 6-year period of economic crisis, a period of the greatest
unemployment ever experienced in America, every section of the
working population has felt the long hands of poverty and hunger.
Even the more highly paid workers, members of the American
Federation of Labor, nave not been exempt from the tremendous
misery and suffering, the horror of insecurity which the working
population has had to endure.

The rank and file in the A. F. of L. have seen their union standards
of wages and hours wiped out, after years of struggle to raise them,
during this crisis. They are today, side by side with the rest of the
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working population, recipients of charity. They stand in the bread-
lines, their children are sent to C. C. 0. camps, and their meager
savings have been consumed.

Today there are over 33 percent of the "gainfully occupied"
persons in this country without jobs, a total of more than 17 million
men, women, and young workers. These figures include the workers
employed temporarily on relief jobs in Federal emergency projects, a
total of 2,850,000. Even with this figure subtracted, there remain
over 14300,000 jobless in the United States. The figures show an
increase of 800,000 over the revised figure for November 1933.
Even the more conservative figures of the American Federation of
Labor, as printed in the January issue of the American Federationist,
estimate a total of more than 11,000,000 unemployed, and this
figure excludes the unemployed on temporary emergency work.

According to the Federal Emergency Relief Administration, there
are more than 19,000,000 persons who must depend for their means
of subsistence on public relief. There are millions more who are not
yet on relief but for whom the possibilities of employment are so
meager that they will be compelled to resort to relief in order to live.
Over 15 percent of the entire population of the country must depend
for their food, lodging, clothing, and other necessities of life on the
inadequate relief handouts of the existing agencies.

Such large numbers of unemployed dependent on miserable
amounts of relief for subsistence has not only meant the plunging
of masses of the working population into hitherto unknown hard-
ships but it has served to depress the standard of living of the
working class as a whole.

We have only to quote to you the loss in members of various
internationals as recorded in the executive council report of the
fifty-fourth convention of the A. F. of L. to demonstrate the correct-
,ness of our statement. In 1929 the United Mine Workers of America
had a membership of 400,000. Today, despite a wave of organization
since 1933, there are 100,000 fewer members in the miners' organiza-
tion. In the Painters' Brotherhood, a membership of 110,000 in
1928, the membership was reduced to 57,800 in 1934. The carpenters'
unions had 332,000 members in 1928, and in 1934 they had 200 000.
The Electrical Workers had 142,000 in 1929, and today they have
113,500. The Seamen's Union declined from 15,000 members to
5,000. 1 present herewith a complete list of the international unions
which have declined in membership since 1929.

(The list referred to by Mr. Gordon is as follows:)
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A list of international unions-Anericsn Federation of Labor--showing decline
in membership from 1929 to 1934

[Eiecutlve council Amercan Federation of Labor report submitted to fifty-fourtb ar ual ccnventlon]

:. , , , , lz 1934

Bricklayers, Nrscis. & Plasterers' Internsttnal non Association ......... .... 0. 000 45,800
Carpentrs and ltniers, United Brotberhood of ............................ --------. 322.000 00,000
Electrical Wockers, lnternatlonsI Broteerhood ............................ 142000 t 500
lod Carriers and Common Laborers .............. ........................... 91,700 44200
Painters 01 Amerika, Brotherbood of ............................................... 108. 100 67,8(0
Plasterers' Intl. Assn. of U. S. & C. Opera ........................................... 39.200 1 8,000
Mine Workers ofAmerlca, United .............................. ................. 40%0D000 300,000
Printing Pre.men, Internatioal ................. 0 ................................ r 000 32,000
Boot and hoe Workers' Union .................................................... Z 400 1%200
Carmen of A. Bro. Railway ......................................................... 8ft 0 &%,000
Cigar Makers' Intl. Union .......................................................... 17.000 7,000
Lathers Intl. Union 0 W. W. of MetS .............................................. 1. 0 8,100
Molders Union of Ncth Amerk ................................................... 23,700 8, 800
Taylo s Union of North A. Journeymen ............................................. .800 2 e00
Uphosterers, Interrtlonal Union of ........ .............................. tO 700 6W,80
Actors, Assoc Atead Artists of Art ................................................ 1 1.800 3..00

In conclusion, I wish to say that the executive council of the Ameri-
can Federation of Labor, due to its zigzag policies, is now faced with
a very serious situation. Their opposition to a genuine unemploy-
ment -insurance system, their approval of all kinds of schemes which
would not benefit the workers- has created a real gap between the
membership and leadership 'of the American Federation of Labor.

The rank and file very often have had to take matters into their
own hands in order to correet and remedy the situation they faced.
The general strike in San Francisco was a warning to the executive
council and to the employers, and it denionstiated that the workers
will not stand by passively and permit their standards of living to be
lowered, their wages cut, and conditions reduced. Te general strike
in' textile and hundreds of other strikes,' none of them approved or
endorsed by the executive council 'or by the international official ,
indicates the brewing revolt of the' membership and the deep dis-
satisfaction with the present administration and with the policies of
the National Recovery Administration.. After 6 years of unemployment, miisery, and starvation,'the workers
in this country will not ptand idly y, while their children and their
families are. starving. Organized labor has other means besides
petitioning Congress or State legislatures to force the administration
to adopt an adequate system of social and unemployment insurance.
This is not a threat but it is a wamiug. 'We are tired of waiting and
are fed up with promises., : *an the

The responsibility rests upon the administration, and upon the
owners of wealth and industry. ' Labor will not starve. We will
fight. Organized labor will join together with the millions of unor-
ganized, with the impoverished farmers, white-collar workers, and all
others who believe in the right to live like decent human beings.

We earnestly request the Senate Finance Committee to bring a
favorable report on this bill to the senatee and to impress upon the
other Members of Congress the need for passing this measure and to
categorically reject the Wagner-Lewis bill.

The American Federation of Labor Trade Union Committee for
Unemployment Insurafice and Relief speaking in behalf of nearly
1,000,000 workers in the American Federation of Labor declares that
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it rejects the Wagner-Lewis bill in tote and further declares that the
only plan worthy of the name of a social security plan is that em-
bodied in the Lundeen bill (H. R. 2827), which is the only bill that
provides for the workers' needs. This bill calls for immediate pay-
rnent of benefits to all unemployed during every week that a worker
is jobless and to the extent of his average weekly wages, but no less
than $10 a week and $3 for each dependent. This can honestly be
called a security standard.

International unions of th American Federation of Labor.-Amalgamated
Association of Iron, Steel, and Tin Workers of America; United Textile Work-ers of America; International Molders' Union; Mine, Mill, and Smelter Workers
Union; Full Fashioned Hosiery Workers of America.
,State federation of labor of Americans Federation of Labor.-State Federa-

tions of Labor of Arkansas, Iowa, Montana, Colorado, Rhode Island, Wisconsin,
and Nebraska.

Central labor unions..-Kalamazoo Federation of Labor, Kalamazoo, Mich.;
Trades and Labor Assembly, Sioux City, Iowa; Central Labor Union Lincoln,
Nebr.; Schenectady Trades Assembly, Schenectady, N. Y.; Trades Assembly,
Bradford Pa; New Kensington Central Labor Council New Kensington, Pa.;
Central abor Council, Jeanette, Pa., Federation of Labor, Pittsburgh (Hazel-
wood), Pa.; Federated Trades Council Reading, Pa.; Jamestown Central Labor
Council Jamestown, N. Y.; Central rades Council, Spokane, Wash; Central
Labor Union, Essex County, Newark, N. J., Central Body, Clifton, N. J.;
Central Body, Linden, N. J.; Great Falls Central Trades Council, Great Falls,
Mont.; Central Labor Union, Danbury, Conn Sait Lake City Federation,
Salt Lake City, Utah- City Central Body, Providence, R. I.; Federated Trades
and Labor Council, Wan Diego, Calif Central Labor Council, St. Louis, Mo.;
Trades Labor Council Racine, Wis . Central Labor Union, Atlantie City, N. J.
District counci.--Painters District Council, Newark, N. J., Painters Dis-

trict Council 36, Los Angele Calif.; Carpenters (Hudson county), Jersey
City, N. J.; winters District Council, Kansas City, Mo.; Carpenters District
Council, Kansas City, Mo.; Painters District Council, 21, Philadelphia Pa.;
Painters District Council 28, Jamaica, N. Y.; Full Fashioned Hosiery Work-ers. New York and New Yersey.
• International Associaton o Heat and Frost Insulators and Asbestos Work-

er, Local 31, Providence, R 1. Local 25, Detrolt ,bMich.
Aeronautical Workers, Federal Labor Local 18281 Buffalo, N. Y.
Automobile Workers Federal Labor Local 18614, Cleveland, Ohio- Buick

Local, Flint, Mich.; Hudson Local 18312, Detroit, Mich.; Ternatead Local,
Detroit, Mich.

Brotherhood of Railway Clerks, Local 611, Columbus, Ohio; Local 257, St.
Paul, Mich.

Damp and Waterproof Workers Asociation United Slate, Tile, and Compo-
sition Roofers, Local 80, Great Falls, Mont.; Local 4, Newark, N. J.; Local 55,
Denver, Colo.

Rallwaymen's Union Local 823 New York N. Y.
Riger Machine Movers Local 170, New 'York, N. Y.
Usnbrella Makers Union Local, Rand School, New York, N. Y.
Dyers and Mercerizers Local 702, Philadelphia, Pa.
Boot and Shoe Workerl Union Local 613 Huntington, W. Vs.
Bartenders Union Local 485, Spokane, Wash.
Brewery Workers Union Locl Tacoma, Wash.
Longshoremen's Union Locals b8 and 12, Seattle Wash.
Paper Plate and Bag Makers Union Local 107, Kew York, N. Y.
Pocketbook Workers Union Local, New York, N. Y.
Dru gists Union Local, Philadelphia, Pa.
Full-Fashioned Hosiery Workers, Local 4, Langhorn, Pa.
Knit Goods Workero UnIQn Local Ph*Iadel h!, Pa.Suit Case, Bag and Portfolio Workers Local 52, Philadelphia, Pa.
Taxi Drivers Union Local Philadelphia, Pa.
Window Washers Local 15, Providence R. I.
Hotel and Retuarants Employees and Beverage Dispensers' International

Alliance, Local 271,'Petaluma, Calif.; Local 781 Nrashington, D. C.; Local 733
Detroit Mich; Local 34, Minneapolis, Minn.; Local 109, Newark, N. J.; Local
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608, Atlantic City, N. J.; Local 2, Brooklyn, N. Y.; Local 72, Cincinnati, Ohio;
Local 659, Dallas, Utah; Local 237, Pittsburgh, Pa.

United Hatters Cap, and Millinery Workers International Union, Local 10,
Danbury, Conn.; LocAl 8, New York, N. Y.

Milwaukee Coke and Gas Workers Unionj Federal labor, Local 18546, Mil-
waukee, Wis.

Bortherhood of Painters, Decorators, and Paperhangers of America, Locals
631 0, Cincinnati, Ohio- Local 630, Cleveland, Ohio.

Federal Labor Union, Local 19155, Breckenridge, Tex.
International Moulders Union of North America, local, Spokane, Wash.
Ice and Cold Storage Workers, Local 16918, Centralia, ITi.
Oil Field, Gas Well, and Refinery Workers of America, 'Local '210, Ham-

mond Ind.
Order of Railway Conductors of America, Local 69, El Paso, Tex.; Local 1,

Oak Park, Ill.
International Association, Protective, Retail Clerks, local, Butte, Mont.
Bakery and Confectionery Workers International Union of America, Local

125, Berkeley, Calif.; Local 43, Fresno, Calif.; Local 24, San Francisco Calif.'
Locals 62, 237 2,49 Chicago, Ill. Local 190, Metuchen, N. J.; Locals 9, 164:
507, New York, N. V-1 Local 14 IRochester- N. Y.; Locals 39, 334 Cleveland,
Ohio; Local 171, Youngstown, OUio' Local 15, Boston, Mass.; L:oa 204, Pitts
burgh, Pa - Local 122, Providence, R. I.; Lool 473, Bellingham, Wash.

Bakers Jnion Local 26, Denver,' Colo.
Journeymen barbers International Union, Local 175, Danbury, Conn.; Local

72, Norwalk Conn.; Local, Belleville, Ill; LoCal 182, Boston Mas.; Local 913,
Brooklyn, Cit la 164, New York City; 'Local 2, Philadelphia, Pa.; Local,Salt Lak City Utah.

International Alliance of Bill Posters and Piliers of America, Local 49, Seattle,
Wash.

International Brotherhood of Blacksmiths, Drop Forgers and Helpers, Local
303, Butte, Mon"t. Local 77 Milwaukee Wis.

International Brotherhdod bf Boler Makers, Iron Ship Builders; and Helpers
of America, Lcal 244, Sioux City, Iowa- Locil 81, Readville, Mass .Local 104,
Seattle, Wash.; Local 249, Huntington, W. Va.i Local 281, Boston, lfas.
* Bridge. and Structural Iron Workers Irtertiational Assocation, Local 420,
Reading, Pa.; Local 2416, Portland, Oreg.; Local 350, Atlantic City, N. J.

Bricklayers, Masons, and Plasterers International Union of America, Local,
Baltimore, Md., Loal 2,'Defioit, Mich Local 1, Brooklyn, N. Y Local 37
-New York, N. f.; Local 18 Cincinnati, Ohib; Local 1, Providence, . i.; Local
9, Oshkosh, Wis.; Local 5 huntingolh, W.Va;; Local 8, Milwaukee, Wis.

Brotherhood Railway darmen 6f America Locals 227 and 210, Chicago, Ill.;
Local 13, Princeton, Ind. Locals 2031 and 266, Sioux City, Iowa; Local 560, AtchI-
son, Kans.; Local 431, 9ay City, Mich.; Local 641, Port Huron Mich.*; .LoM
299, Minneapolis, Minn Local 618, ProvIdenee,'R. I.; Local 16h5, New York,
N. Y.; Local 815, Philaelphia, Pa.; Local 235, Milwaukee, Wis.; Local 1054
Detroit, Mich Local 698, Spokane, Wash.. - I

United BrotAerhood of Carpenters and Joiners of America, Local 1687, Mont.
mery, Ala. Local 1089, Phoenix,- Ariz.; Local 891, Hot Springs, Ark.; Local

210, Stamford, Conn.; Local 132, District of Columbia; Local 352, Anderson, Ind.';
Local 1953, Greencaslle Ind - Local 487, Lintofi, Ind.; Local 523, Keokuk Iowa-
Local 948 Sioux City, I'owa; locals 1784, 416, 419, 13, 58, 62, 181, 504, Chicago,
Ill.; Local 896, Crystal Lake, Ill.1 Local 1366, Quiney lll.; Local 16, Springfield,
Ill.; Local 720, Auburn,' Mas. Locals 11, 56, 157, Boston, Mas Local 296
Brockton, Mass.; Local 116, Bay City Mith.; Local 337, Detroit iich - Lotal
1299, Iron River, Mich. Local 199' ontiac, Mich.; L9c11 361, DuluthbMinn.;
Local 7, Minneapolis, Minn.; Local 8, St. PaulMnn.; Local 1329 Independence,
Mo.; Local 286, Great Falls, Mont. Local 223, Bayonne, N. J.; Local 349 East
Orange, N. J.; Locals 119 1782 Newark, N. J.; Local 299 Union City, k. J.;
Local 2717, Brooklyn N Y.- L-&M 2372, Garice rill, N. i.- Local 60, James-
town, N. Y.; Locals 20'90, 216, New York City N Y. Iocal 16, Peekskill, N. Y.;
Local 1115, Pleasantvlle, N. Y.,* Local 203 Poughdeepsle, N. Y.; Local 1660,
Raymondsville, N. Y Local 1i Yonkers, N. Y.; Local 224, Cincinnati, Ohio;
Locals 1180, 2159, Cleveland, dhio; Local 735, Mansfield, Ohio; Local 186,
Steubenville, Ohio; Locals 228, 2218 2154' Portland, Oteg., Local 1065, Salem,
Oreg.; Local 59, Lancastert Pa.- LocaX 207, Chester, Via.; Locals 1050, 1051, 1073,
18,, 2194, Philadelphia, Pa.; Local 1695 Cianston, R. I.; Local 810, Kingston,
R. I.; Local 2016, Eastland, Tex.; Local 1666, Kingsville, Tex.; Local 1984, blagna
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Utah- Local 317 Aberdeen, Wash.; Local 662, Everett Wash.; Locals 1184, 1335,
Seattle, Wash.; Locals 84, 08, Spokane, Wash', Local, Tacoma, Wash.; Local 161,
Kenosha, Wis.; Local 2244, Little Chut, Wis.; Local 849, Manitowoc, Wis.;
Locals 1053, 2073, Milwaukee, Wis.; Local 460, Wausau, Wis.; Local 1620, Rock
SprinFs, W, .; Local 1241, Thermopolis, Wyo.; Locals 277, 102, 122, Phila-
delphia, Pa.

International Association of Fire Fighters, Local 37 Chicago, Ill. Local 301,
Burlington, Iowa; Local 90, Butte, Mont.; Local 287, Long Beach, Long Island,N. Y.II

International Fur Workers' Union of United States and Canada, Local 3,
Brooklyn, N. Y. j

International Brotherhood of Firemen and Oilers, Local 32, Detroit, Mich.
Granite Cutters' International Association of America, Local, Concord, N. H.;

Local Penacock, N. H.; Local, Baree, Vt.
International Jewelry Workers' Union, Local 19253, Great Falls, Mont.;

Local 2, Newark, N.-J.; Local 1, New York, N. Y.; Local 21, New York, N. Y.
Paving Cutters' Union of the United States of America and Canada, Local,

Clark Island, Me.; Local 108 Tenants Harbor, Me.; Local 9, Thomaston Me.;
Local 43, Wooestock, Md.; Local 53, Rockport, Mass.; Local, Concord, W. H.

Printing Pressmen's and AssLstants' Union of North America Local 140, Ban
Diego, Calif.; Loc,,I 147, Wiehit*, Kano.; Local 3, Chicago, Ill . Local 4, Chicago
III. Local 16, New Brunswick, N. J.; Local23 Now York C6ity, N. Y.; Loal
31d San Mato Calif.; Local 81, Spokane, Wash..

United Association of Plumbers and Steam Fitters of the United States and
Canada, Local 230, San Diego, Calif Local 18 Sioux City, Iowa; Local 64
Northampton, Mass.; Local 98, Detroi, Mich.; Local 41, Butte Mont.; Looa
139, Great Falls, Mont.- Local 1, Brooklyn, N. Y. Local 206, Elmira, X. Y.;
Local98, Cleveland; Ohio Local 108, Hamilton, Ohio; Local 42, Reading, Pa.;
Local 28, Providence, R. I.; Local 604, Beaumont, Tex.; Local 608, West Ais,
WIS.

American Federation of Musicians: Local 403 illimantle, Conn.; 219,
Stanton, Ill.; 24, Akron Ohio; 362, Huntington, W. Va.

Musicians Protective Unlon: 346 Santa Cruz, Calif.; 661 Atlantio City, N. J.
Amalgamated Meat Cutters and Butcher Workmen of North America: 333,

Butte, Mont.; 5, St. Louis, Mo.; 18, New York, N. Y.; 174, New York, N. Y.
International Hod Carriers, Building and Common Laborers' Union of America:

local 591, Santa Barbara, Calif.; Local 270, San Jose, Caif . Local 524, Norwich,Conn.; Local 499, Stamford, Conn Local - Pnllevile iu; Local -, Cen-
tralla, Ill.; Local 608, Zeigler, Ill.; Local'-, Priceton Ind.; Local -, Wal-
tham Mass .Local 210, Worcester, Mass.; Local 663, Mnneapolis, Minn.; Local
160, butte, M1ont.; Local 278, Great Falls, Mont. - local 187, Mssoula, Mont.;
Looal 690, Newark, N. J.; Local 31, Union City, R. J.; Local 141, Port Chester,
N. Y.; Local 435, Rochester N. Y. Local 173, Pittsburgh, Pa.. Local 271,
Providence, R. I.; Local 242, heattle, Vash.- Local -, Spokane, Wash.

International Ladles' Garment Workers' Union: Local 65, Los Angeles, Calif.;
84, Los Angeles, Calif&64 Chicago, Ill.; 20, New York, N. Y.; 22, New York,N. Y.; 66, New York,. Y.

United Garment Workers of America: Local 75, Phiiadelphia, Pa.; 27, Min-
neapolis, Minn.

International Association of Machinists: Local 84, Berwyn, 11.; Local 234,
Chica o, Ill.; Local 83, Chicago, Ill.; Local 337 Chicago l.; Local 915, Chi-
cagof Ill.; Local 390, Park Ridge, Ill.; Local 17A, Sioux Cit 'Iowa; Local 404,
Baltimore, Md. Local 64, Massachusetts and Rhode Island Lcal 1122, Detroit,
Mich.; Local 4?9, St Paul Minn .Local - , Conoord, 4. H.; Local 816 Ho-
boken N. J.; Local 402, New York N. Y.; Local 226, New York, N. Y.; Local
417, Staten Island N. .; Local 162, Cincinnati, Ohio- Local 729 Cincinnati,
Ohio; Local 439, dleveland, Ohio- Local 203, Akron, Ohio- Local 04, Youngs-
town, Ohio; Local 187, Sharpavllle, Pa.; Local 79, Seattle, Wash ;Local 67
Huntington, W. Va.; Local 119, Newport, R. I.; Local 110, Newport, RI. I.; Local86 Spokane, Wah.

International Union of Mine, Mill, and Smelter Workers: Local -, Eveleth,Minn.; Local 3, Bingham, Utah; Local 61 Spelter, W, Va. Local 125, Iron
River, Mich.; Fairmont Local 82, East St. fou Ill.; Local 56, Midvale, Utah;
Local 18, Great Falis, Mont.; Local 120, Crystal Falls, Mich.

International Molders' Unon of North America: Local 161, Stamford, Conn.;
Local 182 Belleville, Ill.; Local 275, Chicago, Ill.; Local 153, Hazelcrest, Ill.;
Local 24, Baltimore, Md.; Local 888, Kalamazoo, Mich.; Local -, Anaconda,
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Mont. Local 84, Buffalo N. Y. 'Local 78- Watertown, N. Y.; Local 27j Cleve-
land Ohlo; Local -- , bIeltenham, Pa.; Local --- , Philadelphla,.Pa.; Local
III,1 Philadelphia, Pa.; Local 348 Reading, Pa.; Lodal 171, Port Orchard,
Wash.; Local 168, Seattle, Wash.; Local 838, 8pokane,.Wash.

United Mine Workers of 'Amerlea: Lota 3664,. Auburn, Ill.; Local'3543,
Benton, Ill Local 52,"Centralia, IU.; Local 1397 Centralia, Ill.' Local 3464
Gilleple, Il Local 2840, Middlegrove, Ill.; Local 2109, Nashville, Ill.; Local
721, 3an I Loc 2403- Springfield, Ill.;oIxeal 720, 8taunton, Ill.;Lc al
691, Troy Ill .Lal 550, estville, Ill.; Local 6803, Bicknell, Ind Local 5584,
Prineetono-la.1 Local 918,,Hitema, Iowa;.Local191,-South Hibbng, Minn.,
Local 4472, Glen Robins Ohlo; Local 1451 Connerton, Pa.' Local 2399, Daisy;
town,.Pa' Local 44% NyetP Local 494i Homer Ciy, Pa.; Local l560-
Lost Crcei, Pa.; Local 807, Maple Hill Pa. Local 2587 Ravenrun, Pa -Local
1545, Fort Fort, Pa., Locals &M3,348 Renton, Pa.; Lol138, Shat, Pa.;

L 1132346,150,1414, 1443 1W, 1467, Shenandoah, Pa.; Local 4439,
South Brownsville, Pa.; Local 46 Swoerele, Pa.' Local 6147, Besoo, W. Va&;
Local 6107, Killarny,. Va. 108, Mead, V oc, P
tooW Va. Local I Butte, Mont) a 4 hton, Pa.; Local 762, Puts-

b, *Pa;* Loal 92, Pottsvilile, Pa.' -onvilie, Pa.; Local 4963,
Sarver, Pa.; Local- , Glen I .; 61oal , Pa. -Brotherhood of Painte rator, d.Paper America: ,Lot
713, 449, Glen Calif Is 235, 5 H w

wok Clif . Lo ca 25 Ingdd BecWi. 06,A 538 ,202, loW, 5f, 831, 7 4,511 636,48 1 Lod Angeles, ' 92
MontroeCai. 1 47kov e, f. 1 815 San ,CAli.

Local 821,Vtc f.; Local ttl C94,
Calif.;-Lo&al, 9 Denver, 1, 190, rid rt, Conn.; 1278,
W tport, onn Local asn I). I 108 Dayna 1,
l..; Local 182 , Clearwa t b 193,

Atlanta Ga.; --- Be e ,. is 276,1, 7,ilc1.1.;
Local 84,L Forest, 111 -Local 40 nd, -1 II 6 Boone wa*
LocA 460, H rnond InWcULocal At ticJ.
Rutherford J 'oa 428 H on gs, 705 Irvin no
Amboy N J r 44B Nd,1

N. Y.1t"a Glen eLo7d1,1.1 Y
Loca49 town, . 121Y.; Locha11li

892, 499, 99 101, 0 d N6 Yor f07, Oneida, ' Y.;
Loca 1035 ondh ay Islan,
Longlslan&N. R;oal ,iockvllle nr N. Kocl Xn ty,Kan#.; LOc New: Orlas, .6 eles A88 28,
Botonj Ma. 675, DiIh. L, 2.7 52,
Detro hi; 1 9, Ka t Mo. Local inn Minn.;
Local 6 R8oRh inn.; Loca I Mln! , B , Mont;,
Local 20,'Great Fa ont.' Locals 0, and 88 Cinnati o' Locals
765,887 and 128, Cieve d,hNo; Local IIt4, Men Oho; 546, 'oledo,
Ohio; Local 443, Okm Okla.; Local 935, Tulsa 78, Sa-
dusk, Ohio Local 438, 8 nville, Ohio; Local 7 ou town Ohio;
L 761, Glboua, Pa.; Loca neaster 1 887, 1 iy, Pa.;
Locals 21 306,97 703, and32, P I la 479 282 6, and 84,

,Pittaburgb, &. Lacal 16, Central Fais, I J Locals 195 and 692, Providence,
R. I.; L !cal 86, Spartanburg, 8. C.* Local 965, Jackson City, Tenn. Locl1
Gilmian, V Loa74, Olympla,' ash.; Local 122, Tacoma, W~ash.;Loa
1114, janesvile, Wash.; Locals 201 and 300, Albany, N. Y.

Federal Labor Union, Local 19128, Lincoln, Nebr.
Federal Labor Radio Workers, Local 18832, Philadelphis, Pa.
Federal Labor, Lcal, Providence, l I.
Midvale Steel Federal Union Local Philadelphia, Pa.
Federal Labor 18546, Milwaukee, Wis.
Chemical WoAers, 18634, Huntington, W. Va.
Casket Makers, 19306, Chicago, Ill.
United; Assoclation ot Plasterers International Association of the United

States and C"&4 Local 343, Long Beach, Calf.; Local 450 San Francisco,
C.ft.; Local 32 Denver Colo.; Local, Bloomington Il; Local Oma, Nebr.;
Loo 6 New 'York, N. Y.; Locl 1, Cincinnrti, Oho :Lcal ' Toledo, Ohio;
Local N6, Youngstown, Ohio; Local 40, Providence, R. I.; Loca? 182, Franklin,
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Pa.; Local 31, Pittsburgh Pa.1 Local 746, Mount Vernon, Wash.; Local 77,
Seattle Wash ; Local 110, Great Falls, Mont.; Local 428, Racine, Wis.

Amalgamated Clothing Workers of America, Local 1, Boston, Mass.; 7oal
4 New York N. Y.; Local 76, Philadelphia, Pa.; Local 38, Chicago, Ill.; Joint
Council, St. Louis, Mo.; Local 110,,Philadelphia, Pa.

Retail Clerks' International Protective Association, Local 763, Philadelphia,
Pa.

Retail Food and Employees Clerks, Local 770 of R. C. I. P. A., Los Angeles,
Calif.

Cigarmakers' Internationhl Union of America, Local 225, Salt Lake City, Utah;
Local 14, Chicago, Ill.

Coopers' International Union of North America, Local 9, Philadelphia, Pa.;
Local 54, Detroit, Mich.

International Union of Operating Engineers, Local 835, Philadelphia Pa;
Local 3, Brooklyn, N. Y . Local 48 Los Angeles, Calif . Local 5, Detroit, ich:;
Local 506, Phladelphlaa.* Local 37, Providence, RI.

International BrotherhooA of Electrical Workers of America, loca 83 Los
Angeles, Calif 'Local 31, Brooklyn, N. Y., Local 122, Great Faf. Mont.; Local
292, Minneapolis, Minn.; Local 623, New York, N. Local 58, etroit, Mich.;
Local 3, New York City, N. Y.

International Typographical Union, Local 231; San Jose, Calif.; Local 899
Whittier, Calif.; Loc a221, San Diego, Calif. Local 21, San Diego, Calif.; Local
491, Pocatello, Idaho- Local 241 Turvi Fals, Idaho; Local 330, Berwyn. 111;
Local 215, Decatur, fi. Local 86, Alton, Ill. Local 192, Cedar Rapids, Iowa;
Local 590, Hobart, Ind.; Local 41, Atianta, 1a.; Local 727, Hibbing, Minn.*
Local 131, Elmhurst, Long Island, i. Y.- Local 1o. 6, New York,,N. Y.; Local
499, Okmulgee, Okla.* Local 63, Toledo 6

hio; local Cleveland Ohio- Local 242,
.York Pa.' Local 43, 6

harleston, 8 C8 'Local 195, -Paterson, R. J.; Datly News
Chapel, New York, N. Y.; Locl 10, Indianapolls, Ind.

* Journeymen Tailors Union of America, local, Youngstown, Ohio; Local 46,
Buffalo, N. Y , Local 131, Pittsburgh, Pa , Local 323, Bethlehem, Pa.; Local 106,
Spokane, Wash.; Local 8, Milwaukee, Wis. Local 282, Green Bay, Wis.

United Textile Workers of America, Local 1733 Paterson, N. I.; Local 2030,
Phliadelphia, Pa 'Local 1789, Birmingham, Ala' -oea" 1766Birmingham, Ala.;
Weavers Local, gall River, Mass Local 2052, Union City, N. J..

International Brotherhood of Teamsters, Chauffeurs, Stablemen, and Helpers
of America, Local 429, Reading, Pa.; local, Los Angeles, Calif.; local, Atlantic
City, N. J.

International Association of Marble Slate, and Stone Polishers, Rubbers and
Sawyers, Tile and Marble Setters, Helpers, and Terrazzo. Helpers, Local 62,
Philadelphia, Pa Local 8, Providence, R. I.; Local 47, Milwaukee. Wis.

International Federation of Technical Engineers, Architects, and Draftsmen's
Unions, Local 64, Milwaukee, Wis.

American Federation of Teachers Local 256, Grabd Rapids, Mich.; Local 194,
Mena, Ark.; Local 340, Baltimore Md.

Sheet Metal Workers' Internaional Association Local 2, Stockton- Calif.;
Local 615, Buffalo, N. Y.; Local 137, New York N . Local 329, Salisbury, N. 0.
Local 37, Providence, R. I.; Local 446, Great Falls, Mont.

International Stereotypers' and Electrotypers' Unioti of North America, Local
8, East St. Louis, Ill.; Local 15, Dayton, Ohio. -

Switchmen's Union of North America, Local 240, Libera, Hans.; Local 291,
Paducah, Ky.

Simmons Bed Federated Union, Local 18456, KenoshaI Wis.
Journeymen Stonecutters' Association of North America, local, Akron, Ohio;

local, Concord, N. H.
Suitcase Worker,, Local 52, Philadelphia, Pa.
International WAtch Makers of Jewelry Workers' Union, Local 21, New York,

N. Y.; Local 421, New York, N. Y.
United Plush Weave Textile Workers of America, Local 471 Philadelphia, ?a.
United Association of Plumbers and Steam Fitters of the U~nited States and

Canada, Local 476, Providence R I
International Brotherhood of Pulp, Sulphite, and Papr Mill Workers of the

United States and Canada, Local 37, East Millinocket, alne; Local 27, Wood-
land, M aine. I I " L I1 

"

Metal Polishers International Union Local 6, Chicago, Ill.; Local 277, Chicago,
Ill.

Brotherhood of Maintenance of Way Employees Local 1077, New York, N. Y.;
Local, Sioux City, Iowa.
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-Internitional Ur6ion'of Mine, Mill; and Smelter Workers' Local, Salt':Lske
City, Utah; Local 1635, Kansas City, Mo,.
.. Operative' Plasters' International Association of the United States and Canada,

Local 65, Minneapolis, M Minn.; Local 87 Montomery, Ala. . •
'Ornamental Structural Ironi, Brass, bronze, and. Wire' Workers Local 19103,

Chicago,,Ill. '
International Union of Operating Engineers Local, Sioux City, Iowa.

* International Union of North'America Quarry Workers Local 82, Rockport,
Mass.; Local 81, Lanesville, Mass.

International Association of Machinists Local 234, Milwaukee, Wis.; Local
915, Chicago, Ill.; Local 119, Newport, R. I.; Local 110, Newport, Ft. I.; Local
68, San Francisco, Calif.

United States Tile and Pqmposition Roofers, Damp and Waterproof Workes'
Association Local 4, Newark, N. J.; Local 80, Great Falls, Mont.

Order of Sleeping Car Conductors Local15, Chicago, Ill. -
Order of Railway Conductors of America Local 52, Port Jarvis, N. Y.; Divi-

sion 1, Chicago, Ill.
Brotherhood of Railroad Trainmen Local,' Milwaukee Wis.
Brotherhood of Locomotive Engineers Local 405, Milwaukee,' Wis.; Local 54,

Milwatkee Wis E.lye , . Pctur
International "Alliance of Theatrical Siage Employees and Moving picture

Machine Operators of the United States and Canada Local 130, Alton', 'Pa.;
Local 361 Kenosha, Wis.; Local 475, Eau Clair, Wis.; Local 598, Marion, Ohio;
Lo ' 644, New Yorki N. Y.; Local, Sioux City, Iowa; Local 306, New York,
N, i. Local 223, Providence, R. I.
Mo!ion Picture Protectionists 150, Los Angeles, Calif.'
United Mine Workers of America Local 13, Des Moines, Iowa; Local, Shen-

andoah, Pa.* Local 1, Butte, Mont.; Local 5497, Powhatan, Ohio; Local, Six
Mine Run, a.

Window Glass Cutters' League Of America Local 528, New York, N. Y.
Flint Glass Workers Local 93, Chicago, Ill. +
International Hod Carriers, ,Building and Common Laborers' Union of

America Local,'Belleville, Ill.; Local, Bridgeport, Conn.
United Textile Workers of America Local 1759, Philadelphia Pa.; Local 2052,

Union City, N. J.; Local 702, Philadelphia Pa.' Local 1588, hi'ladelphia, P.;'
Local 1733; Paterson , N J.; Local 2030, Philadelphla, Pa.; Local 2053, Phila-
delpbia, Pa.; Local 41, Phildelphia, Pa.

Brass Bobbin Winders Local 14659, Philadelphia, Pa.
Upholsterers' International Union of North America Local 75, Baltimore, Md.;

Local 77j Philadelphia, Pa.
Federal Labor (Vincent McCaU) Local 18846, Kenosh., Wis.

"International Wood Carvers' Association of North America Local, Phila-
delphia, Pa.; Local, New York, N. Y.

international Jewelry Workers' Union Local 421, New York, N. Y.; Local 87,
Newarkj N. J. Local, New York City.

Hotel and Restaurant Employees and Beverage Dispensers' International
Alliance Local 659, Dallas, Tex.

Asbestos Workers International Association of Heat and Frost Insulators'
Local 31, Providence, R. I.

Federal Labor Aeronautical Workers Local 18286, Buffalo N. Y.
United Federal Labor Automobile Workers Local 18611, Cleveland, Ohio;'

Local 18677, Detroit, Mich.
.'Dental Laboratory Technicians Local 18405, St. Louis, Mo.

Amalgamated Association of Iron, Steel, and Tin Workers Local 149, Clair-
ton, Pa.; Local Sparrows Point, Ma.; cal 37, Providence, R. I.; Local EU-
wood City, Pa.; Local 410, Great Falls, Mont.* Local 184, SiouxCity Iowa:
Local 1 Foliassbee, W. Va.; Local 709, New Aritain, Conn.; Local 169, Pa.;
Local 165, Ellwood City, Pa, Local 162, Versailles, Pa.

International Union of Wood, Wire, and Metal Lathers Local 305,' Great
Falls, Mont.; Local 113, Sioux Falls, Iowa; Local 455 Lake Worth, Fla.

United Leather Workers International Union Loca, New York, N. Y.; Local,
Chelsea, Mass.

Laundry Workers' International Union Local 108, St. Louis, Mo.
Brotherhood of Locomotive Firemen and Engineers Local 13, Jersey City,

N. J.; Local 183, Cleveland, Ohio; Local, Montevideo, Minn.; Local 1, Port
Jervis, N. Y.
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Lithographers' International Protectivil and Beneficial Ascociation of the
United States and Canada Local 5, St. Louts, Mo.

SBuilding Service Employee' International Union Local 1077, New York, N. Y.;
Local 125, Providence, R. 1.

Bricklayers, Masons, and Plasterers Inteinational Union of America Local
8, Milwaukee, Wis.; Local 19 St Louis, Mo Local 3, Philadelphia, Pa.

Automobile Mechanics Lodge Local 447, Nev York, N. Y.
International Union of Teamsters and Dairy Drivers Local, Birmingham, Ala.
Hobson Walker Brickyard Federation Local 18434, Bessemer, Ala.
Alabama Clay Products Co. Federation Local 18435, Bessemer, Ala.
Cooke Union Local 44, Szn Francisco, Calif.
Cabinet Makers Local, Belleville, Ill.
Cement Finishers Local Belleville, Ill.
Metal Polishers Union Locals 6 and 277, Chicago, Itl.
Mailers Union 10, Indianapolis Ind
Patternmakers Association Detroit Mich.
Package Freight Handlers 'Union, Duluth, Minn.
Millmens Loal 1635, Kansas City, Mo.
Flour and Cereal Workers of America Local 19253, Great Falls, Mont.
(The excerpts from convention proceedings of the American Fed-

eration of Labor, presented by the witness, are as follows:)

AMiicAN FZDZRATION oF LA~oa SECURITY COMMITMENTS, 1904-34
Presidents of American Federation of Labor- Samuel Gompers, 1904-25;

William Green, 1924-
PROCEEDINGS, 1904-

Resolution no. 130, proceedings 1904-5 page 156, by Delegate Victor L. Berger,
International Typographlcal Union

Whereas the present insurance system is notorious as a method of exploit
tion and graft and has simply become an adjunct to Wall Street, New York,
and

Whereas in spite of the tremendous wealth being accumulated by insurance
corporations, the life and property of wage workers finds little or no protec-
tion in insurance. It is now exceedingly costly and the workmen are often
by all kinds of legal tricks, defrauded by insurance companies: Therefore be it

Resolved That the twenty-fifth convention of the American Federation of
Labor endorse the general principle of State insurance now in operation in
Germany, in which the expense is met by the Government, the employer, and
the working people, each paying one-third of the premiums; * * *

(Advocates the adoption of such a plant-"only on a much larger and more
effective scale-for the United States of America." Referred to committee on
resolutions.)

Committee report on Resoluti-r No. 180, proceedings 1904-5, pages 179-80
The committee recommended that last two "resolves" be stricken out and

following substituted:
"Re ved, That in accordance with same, and as the recent Investigations

have shown unparalleled corruption and mismanagement of. insurance com-
panies, we endorse the principle of Government insurance of a voluntary
nature, and 'that our executive council be authorized to favor legislation to
that end."

Treasurer Lennon offered a substitute for the report asking that the principle
of insurance by trade unions for the working people of this country be adopted.

The report of the committee was accepted.
NoTz.-Reects trade-union plan.
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PROCKEDINOS, 105

For compulsory life and other Insurance by the State. Report November 12 to
24, 1906, page 117, Resolution No. 58

After declaring that the wageworkers receive scant protection, the following
resolve was made:IReso ed, That we demand that some plan of compulsory life and other insur
ance be enacted, either by the States or by the Nation in such a manner as to
give adequate secwity to the toiling masses of the people."

Referred to committee.
NoTz.-Made by Victor L. Berger-left indefinite as to type of form.
Committee recommended nonconcurrence to Resolution 68, page 160.

Old-age pension report. November 12 to 24 1906, page 148, Resolution No. 132,
by Victor L. Berger

Whereas labor creates all values and makes them useful and accessible to
mankind, but the present economic system is such that it Is impossible for great
mass of wage earners to save up a sufficient amount of money or property to
secure them against want and misery, and indignities of capitalistic charity in
their old age- and

Whereas Rt is the prime object of the trade-union movement to improve and
elevate the standard. of living of the wo king class everywhere, and in every
possible way: Therefore be it

Resolved, That the executive council of the American Federation of Labor
be instructed to use its best efforts to Induce the Congress of the United States
to pass a bill which will secure t0 every wageworker In the United States who
has earned no more than $1,000 average wages per year, a pension of not less
than $12 per month at the age of 60, and thereafter for the rest of his or her
natural life: Provided, however, That such wage earner is a citizen of the United
States, and has lived in this country for at least 21 years continuously at the time
application is made.

Referred to the committee on resolutions. Rejected after long discourse -by
Berger, page 235.

PROCEEDINGS, 1907

Compulsory insurance for workers by the States or Nation. Report, 1907,
pages 167-168, Resolution No. 131

Proposing that the convention favor some plan of compulsory life and other
Insurance for workers by States or Nation.

The committee concurred in the resolution. It was adopted by the conven-
tion, pages 333-34.

Old-age pension. Report, 1907, page 158, Resolution 104 by Victor L. Berger
Resolution asking that convention favor old-age pensions. "(Same as resolution

132, p. 148, in 1906 convention.)The resolution was again rejected. However, after considerable discussion
the following action was adopted by the convention:

"Delegate Kennedy (W. E.) moved as an amendment that the entire sub-
ject matter be referred to the executive council, with instructions to investigate
and report to the next convention."

PROCEEDINGS, 1590

Old-age pension. Report, 108, pages 99-102
In accordance with resolution no. 104 of the convention at Norfolk In 1907,

President Gompers made a summary report of the administration of old-age
pension in the following countries: Austria, Belgium, Denmark, Iceland, France,
Germany, New Zealand New South Wales, Victoria, and England.

Mr. Gompers believed that it would be quite some time before old-age pension
can even get a'hearing In the United States. Such questions as that of Federal
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and State jurisdiction woi~ld have to~bo,settd before any progress could be
made on the problem. Further some definite understanding of what constitutes
"4bad conduct'.W6uld have to be dkflned. (In most countries persons are dis-
qualified from receiving aid when found guilty of !'bad conduct.')

Old-age pension. - Report, 1908, page 260

The resolution conunittee after reviewing, the reports 'of the president and
the executive council made the following recommendation on old-age pension:

"We would therefore recommend that the executive council be authorized to
secure the assistance of such competent legal advice as will enable them to
prepare t~le draft of h bill providing for old-age pensions, and that such bill be
introduced either In the lekslatures of the States or In Congress, their action
in this being governed by their decision as to whether this legislation Is to be
most readily secured and applied though The individual action of the several
Stfs, or by. Federal legislation, orby both."

h motion',' the convention adoptedthe report.

PROc SDINGS, 190

Old-age pension. Report, 1909 pages 97-101. "The old-ago home guard of
the United States Army"

A proposed draft of a ball on old-age, pension drawn up by order of the con-
vention of 1908. Among other things it provided that-
. An old-age home guard of the United States Army shall be composed of persons

not less than 65 yearsof age. The pay would be $120 per annum, with reductions
for persons having property in excess of $300.

A brief in su pport of the proposed bill was presented-both were drawn by
Congressman W. B. Wilson from Pennsylvania.

The bill was approved as submitted on motion of tMe resolution committee.
(Text, pp. 330-331.)

PROCEEDINGS, 110

Old-age pension. Resolution No. 34 by E. William Carr. Report, 1910, pages
157-158

Resolution proposing that old-age pension be extended to all citizens 60 years
or over who would receive $30 per month from the Government.

The committee recommended nonconcurrence in the resolution, at the same
time reaffirming the action on the subject the year before in Toronto.

Committee's report was adopted.

PROCEEDINGS, 1911

Old-age pension. Report, 1911, pages 268-269, resolutions 2, 4, and 57

No. 4 contained the endorsement of the Massachusetts State branch of the
American Federation of Labor on old-age pension.

Nos. 2 and 57 referred to pensions for Federal employees. All were referred
to the executive council.

PROCEEDINGS, 1912

Old-age pension. Report, 1912, pages 52 and 347.

On the question of old-age pension, the following report was adopted:
"We reaffirm our former action on this question and regret that no further

progress has been made than as indicated by the report.
I "We recommend that the efforts fcr the establishment of a general old-age

pension be continued."
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PROCEEDINGS, 1913

Industrial insurance by unions. Report, 1913, pages 251-252

After noting the progress of Industrial insurance In other countries, Resolution
No. 162 provided that-"Whereas we as heretofore, are now in favor of all national and International
unions paying strike, unemployment, old-age, partial disability, sick, and death,
and other benefits:

"Rejolved That the executive council of the American Federation of Labor
make an exhaustive investigation and study and report to the next convention."

It was also suggested that the American Federation of Labor consider the
advisability of establishing an insurance department.

Referred to committee on education.

Federal pension. Report, 1913, page 259

Resolution favoring pension for civil-service employees adopted.

PROCEEDINGS, 1914

Old-age pensions. Report of proceedings, 1914, pages 87-88

After referring to a number of old-age pension bills which had been intro-
duced into Congress, the executive council recommended that a general cam-
paign of education in behalf of an old-age Pension law would meet with a
general response by the people.

The recommendation was adopted by the convention, page 327.

Union social insurance. Pages 219-224

Charts showing the cost of social insurance to the International unions ,for
5 years, included in report of the executive council for 1914 on social insurance.

Union social Insurance. Pages 66-68

Report of the executive council on the question of social insurance made in
accordance with resolutions (nos. 44 and 162) which authorized an exhaustive
investigation and study of the whole problem.

The council_ reported that the scope of the resolution required a force of
experts far beyond the means of the federation, although it endorsed the general
principle of the resolution.

Report of committee on report of executive council recommended that' the
council continue its study so that the federation' would be able to decide on h
definite policy, page 361.,

IROCEEDINOB, 1915

Old-age pension for Government employees. Proceedings, 1915, page 111.

A number of conferences have been held on old-age' Oensions for government
employees. However, the employees differ greatly onl p]an and method;' thus
not much progress has been made. .S * * * .* * *

Pro rss reported In 1916 convention; See proceedings, 1916, page 265.

1917 proceedings carries note that no plan suggested to date has met with'tb
full approval of all the employees, pages 116-117.

Social insurance. Proceedings, 1916, page 164

The executive council reports that among the subjects. upon which no sub.
stantial progress can be reported are: Social insurance and the world congress
of unemployment.
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PROCEEDINGS, 1016

Old-age pension. Proceedings, 1916, pages 295-296
After reviewing the general problem of old age, the following resolution was

made, Resolution No. 25:
"Resolved, That the executive council of the American Federation of Labor is

hereby instructed to present to the thirty-seventh annual convention of thisbody a review of the old-a e pensionu systems of Great Britai and Germany,
together with such other formation on this subject as may be helpful In
dejtermining the action necessary and desirable in forming suitable legislation
lobking to the establishment of a universal old-age pension system by the Gov-
ernment of the United States of America."

Resolution committee reported that the war made compliance with the reso-
lution almost impossible. However, it recommended that the matter be left to
the executive council. Report adopted.

PROCEEDINGS, 1918

Health insurance-Insurance against unemployment. Proceedings, 1918,
pages 282-283

Resolution 101 viewed with alarm the "great efforts" which have been made
to obtain the approval and support of organized labor to a scheme for social
health insurance by persons outside the labor movement. It resolved, among
other things, that "the executive council are hereby instructed to make an im-
mediate investigation of this question and to point out its dangers or benefits
with their recommendations thereon as soon as possible, * * * ascertain,
if possible, what are the financial resources of the persons and organizations
promoting this schleme and what relation they may have with those interests
who are opoedto the best Interests of the lffabor movement. * * *"1

Resoution No. 135, Intro~uced by members of the International Ladies' Gar-
ment Workers' Union, advocated the adoption by the Government of a easnpre-
hensive national system of social insurance. Resolution No. 135 was defeated.
No. 101 accepted and a special committee wias appointed.

• FPROCEUDINOS, 1919

Health insurance. Proceedings, 1919, pages 878-379

"It muse be apparent to all who have given this subject serious attention
that it is one possessed of great good and at the same time fraught with much
danger. Your committee regrets that time did not permit the executive council
to give this subject that consideration so essential to a tali and Intelligent determi-
Ination of the principles involved, as well as to the methods of application and
procedure necesarily entailed. Because of the importance of this subject,
and by reason of the vast copsequences involved, your committee recommends
concurrence in the request for further investigation and consideration of this
matter by the executive council. * 0 *"

No'rr.-Final action was to be taken at the next convention.
Report of committee unanimously adopted.

Maternity aid. Page 439

Resolution No. 89, directing Federal cooperation with the States in providing
funds for necessary medical and nursing care, was adopted.

PROCEEDINGS, 1M

Health insurance. Proceedings, 1020, page 176

"The executive council finds itself unable to reach a unanimous agreement
upon the subject of voluntary health insurance and trade-union health insurance
on the one hand as against compulsory State or industrial health inurance on
the other. Therefore, because of our inability to agree, we recommend to the
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convention that the entire subject matter be referred to a committee to be selected
by the executive council."

The recommendation was approved, page 887.

PROCEEDINGS, 192t

Heath insurance. Proceedings, 1921, pages 310-311

The executive ouncll announced the appointment of a special committee to
study health insurance under the authorization given by the Montreal convention.
The committee is requested to make its report in full at the next convention.

PROCEEDINGS, W22

Old-age pension. Proceedings, 1922, page 472

Resolution no. 19, asking that "The American Federation of Labor endorse
the old-age pension system of providing for those who have grown old in honest
toil without bein able to lay by for themselves" was referred to the executive
council to take whatever action possible, page 272.

Old age. Proceedings, 1922, pages 141-144

By action of the Denver convention, the proposal to have introduced into
the Congress of the United States a bill for the payment of old-age pensions
in the interest of and embracing all the citizens of the United States was referred
to the executive council for investigation and such action as might be deemed
proper and necessary. The principle of the bill advocating the establishment
of an "old-age home guard o the united States Army" is again reaffirmed and
suggest that this bill be introduced in the next Congress.

This report was approved by the convention, page 360.

Unemployment. Proceedings, 1922, pages 72-78

The committee on unemployment authorized by the Denver convention was
appointed after the President s conference on unemployment. After reviewing
the work of the conference, the committee recommended that findings of the
conference be approved along with the following procedure:

1. That the president of the American Federation of Labor arrange for the
continuous study of the unemployment problem either through a committee or a
designated agency or executive secretary.

'2. That this official agency make continuously available to trade unions
information that concerns reqularization of industry and that relations be estab-
lished so far as practicable with studies and efforts to develop such information.

3. That the labor movement make special effort to secure the enactment of
legislation providing for an adequate Federal employment service and for the
extension of publio credit for the purpose above enumerated.

This report was adopted, page 263.

IROCEEgDINO5, 292

Unemployment-The Business Cycle and Unemployment. Pages 40-42
The business cycle is a coristant recurrence of irregularly separated booms

and slumps. Organized labor was in hearty' accord with the findings of the
Unemployment Conference in 1921, which placed squarely upon industries the
responsibility of eliminating preventable unemployment.

"That disastrous slumps in American business are not unavoidable, and
that they may in a measure be prevented or at least discounted by prudent
timely foresight during periods of expansion, was the conclusion reached by the
Committee on Unemployment and Business Cycles, appointed by Secretary of

ere H Hoover."
The general recommendation of these conferences approved and-
"In additionw'e have no hesitancy In emphasizing the fact that the nqost

potential factor against unemployment is the resistance against wage 'red uc,
Unanimously adopted by the convention, page 208.
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I , PROCEEDINGS, I4

Old age. Resolution No. 15. Pages 293--29.1
"Whereas individual workers suffer from many ills during the active period

of their lives which quickly sap their vitality and render them physically unfit
at a comparatively early age .o earn a livelihood for their families and them.
selves. * * *

"Whereas this is an intolerable situation and a disgrace to our boasted civili-
zation and we are unworthy if, In the name of humanity, we are unable in this
enliglfened age to correct this grevious wrong * * *."

The resolution committee revised the whole resolution leaving all of the
"whereas" out and changing the wording of the "resolves" to a much milder
tone.

The substituted proposal was adopted.

Insurance. Proceedings, 1924. Pages 260-269

The Portland convention of the American Federation of Labor, 1923, adopted
a resolution, no. 83, authorizing the President of the American Federation of
Labor to investigate or cause to be investigated the amount and kind of death
benefit insurance paid by national and international unions, group insurance,
and other forms of insurance.

The income and the administration of American insurance companies were
examined. Special attention was given to the report of Mr. Nesbit and that
of Mr. L. D. Wood. Both were favored by the committee, which concluded with
the following statement:

"Your committee makes no definite recommendations as to the form our
insurance enterprise shall assume. We have been convinced and fully per-
suaded that it is not only advisable and safe but almost the duty of the unions
Jointly to adopt some form of proper insurance. However, we are opposed to
have the American Federation of Labor as such actually engage in the insurance
business."

Report of the committee was adopted, pages 266-268.
NoTE.-Vice President Green was very skeptical about the whole thing.
Old Age. Proceedings, 1924. Pages 33-'34 (from executive council report)
"The old-age per.ion in principle attempts to do the same thing as the policies

insurance companies are writing for "assured" incomes. In essence, all forms
of life insurance are a method of prolonging the income-producing capacity of the
individual-whether during old age or after death.
"* * * We, therefore, deem It advisable that the problem of old-age pen-

sion be made part of the larger problem of labor insurance, upon which initial
report is made to this convention. In order to give unity to our determination
of policles it Is necessary that we first decide upon the fundamental issue and
make decisions upon related problems harmonize with our general plan of
procedure * * *."

The view expressed in the report was accepted by the convention, page 251.

PROCEEDINGS, 1925

Unemployment benefits and old-age pensions. Proceedings, 1925, page 260

The executive council reports that "A considerable amount of information
upon these important subjects has been securedand will be compiled and pub-
lished at the earliest possible date."

Unanimously adopted by the convention.

PROCEEDINGS, 192

Mothers' pension plan. Proceedings, 1926, page 66
"This act appropriates a'sum of $100,000 to be uied to provide home care for

dependent children in the District of Columbia. The Conid ssoners"'rthe
District are authorized to appoint a supervisor to administer the act."

Unanimously approved, page 212.
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Mothers' pensions. Report on States legislation, proceedings, 1927, page 77

[llnois--Mothers' pensions were increased; pension laws for policemen, II-
Iary employees, teachers, and other county employees were amended bene-
cla y.

Maryland-Enacted old-age pension law.

Old age. Proceedings, 1927, pages 258-260

Resolution no. 14. After a series of whereases It was resolved:
"* * * We direct the executive council to make, cause to be made, or

support, If conducted by other competent authority public or private, a thorough
investigation and study for the establishment a an American system of in
validity and old-age pensions, to assist in the preparation of suitable legisla-
tion for the accomplishment of such purpose, and to promote its enactment by
the creation and development of an earnest and enduring public opinion in
favor thereof, to the end that theporhouse may be abolished as an American
institution and there be provided in Its stead a system founded ypon a higher
conception of public welfare and regard for human and social progress."

Resolution No. 97 embodied the same scheme. Both resolutions were rec-
ommended to be referred to the executive council. Report of the committee
Unanimously adopted.

PROCEEDINSo, 12

Old age. Proceedings, 1928, pages 96-107

Under the caption "Old-age pension" (Pp. 96-107) the executive council pr6-
sents the results of a comprehensive study which the cbuneil has made on the
subject of old-age pensions. It Is pointed out that old-age pension bills have
been passed by the legislatures of 11 States and 1 Territory. In 2 States the
acts were declared unconstitutional, and in 3 States were vetoed by the Gov-
ernors, thus leaving the laws on the statute.books at present in 6 States and
in the Territory of Alaska. In 18 other States, during the past 10 years, the
report says, dommisslons have been appointed to study old-age dependency, pdor
relief, and, in most cases, old-age pensions. Canada has enacted old-age jpnslon
leglation.

The report of the committee on the executive council report was adopted
unanimously, pages 249-280.

PROCiEDINOS, 1929

Old age. Proceedings, 1929, pages 257-2683
The executive council made the following recommendations on old-age pension:
1. That laws be enacted requiring a pension commission for every county,

pensions to be at least $300 annually, and that 65 be set as the age for applicants.2. That a model compulsory old-& pe o ilb rfe yteeeso
and recommended to Stat federations of labor, and that btn active campaign

be Inaugurated for the enactment of such laws In every State.
3. That the general problem of old-age retirement for employees In private

industry be given careddl study, and that an effort be made to secure the counse
and cooperation of sympathett individuals and groups in an effort to, work
out constructive plans on this subject during the joining year.

Original report on pages 48-57..
A debate followed recommendations--finally adopted by the convention.

Old age. Proceedings, 1929, pages 258-263. Debate on question

Delegate Fazy. I am not in accord with the recommendations made oz3'old-
age pension. (See summary of executive council report, 1929, SO. 257-263.)
The most important thing which the American trade u9nlon "can do i to center
all of their efforts upon one thing-the etblIhing of our rights so that ou
trade unions can function as succsdully, a a trade assciatlon can fuwetlce."

C $ ... C

1188o7-S5-----7?
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President GRzEb. And you are opposed to old-age pension legislation?
Delegate FREY. At this time, sir, I am.

* * * * * * *

Vice President Woll, Delegates Walker, Madsen, and Olander agreed and
defended the report of the council.

Delegate Furuseth supported the position taken by Prey. Olander agreed
that the "injunction" was perhaps most important.

The report of the committee was adopted.

Old age. Proceedings, 1929, page 264

Resolution no. 3, urging State federations of labor to use all possible efforts
to cooperate with all other agencies or fraternal organizations not having old-
age pensions to work for its enactment, "with compulsory provisions that will
not leave its application optional with boards of county commissioners" * * *
in any State.

PROCEEDINGS, I~o

Unemployment Insurance. Remarks of Delegate Zuritsky during debate on
resolutions favoring unemployment insurance which had been attacked.Proceedings, 130 pages 317-319
"* * * Today, when a cap maker is out of work, he receives unemploy-

ment insurance, nota dole, to the amount of $13 a week from his own organiza-
tion but the contributions come fronf'the employers direct." * * *"I propose that we do not lay It at the door of industry, but make industry
aeepwlt. Industry alone is responsible for the curse of unemployment, and f
in England the unemployment worker has to contribute one-third toward this
fund, the American worker contributes 100 percent toward it. Today the burden
of unemployment in America is entirely tipon the shoulders of the unemployed
workers, and in England only one-third of the burden is on them. I prefer that
system to"the system of irresponsible starvation of the unemployed workers inthis country."

Unemployment insurance. Proceedings, 1930, pages 371-398

The committee on resolutions recommended no concurrence with the following

Resolson no 32. *S*"Resolved, That this convention of the American
Federation of Labor go on record as favoring a system of unemployment insur-
ancea, inaugurated and controlled by the States and subsidized by the Federal
Government."

Resolution no. 43, favoring the unemployment insurance bill introduced by
Senator Wagner.

Resolution no. 72. * * "Resolved by the jfly-firut convention of the Ameri-
can Federation of Labor, That we record ourselves as favoring a system of Federal
employment insurance * * *."

NOT.:-These resolutions started a debate which lasted for almost two sessions.
The report of the committee was adopted.

SUnemploy~ent insurance. Prb edings, 1930, pages 309-319

A series of resolutions were presented on unemployment. Resolutions nos. 16,
51, 76, and 92 favored, unemployment lnsurace resolutio no. 17 favored unem-
ploy'ent and social mnsurane; andi r1solutlon e O'32 proposed that the American

Ferationof Labor should study remedial egislatiou to relieve unemployment.
debate followed the report of the resolution committee recommending

that all of the resolutions be referred the executive council.Thett Z6rt w'as adopted.. ..

Unemploythent Insurance.
' 

Remarks of Delegate Ohi after resolution com-
mittee had made a bitter attack on a series of resolutions proposing u em-

?lb~zMebt Insurance.' Proceedings, 1930,, pages 312-313.
I do hot oppse ' the'committee's re referring these resolutions ahd the

subedt Matter to the executive council. I do not, ho-ever, agree with all that
has bon said on the question of unemployment compensation by the commit-
tee. * * * I say that a fund to compenate the unemployed because of their
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unemployment Is not in all cases a dole, any more than the payment of a stipu-
lated sum to those who become old in industry is a dole".

Unemployment insurance. Remarks of Delegate Slavens after resolution com-
mittee had attacked a series of resolutions on unemployment insurance.
Proceedings, 1930, pages 313-314.

"I cannot seem to agree with the recommendation of the committee. In fact,
I am greatly disappointed in it. This recommendation will undoubtedly be inter-
pretedas placing the American Federation of Labor against unemployment
insurance. It will greatly retard the work of the State federations that have
already gone on record for the adoption of unemployment insurance."

Rhode Island labor had two objects for their resolution:
1. Convention to add the principle of unemployment insurance to other schemes

proposed. 2. Hope that from the delegates assembled ideas would come which
would make unemployment insurance sounder for good of all. * * * "I go
into the mill villages, only a stone's throw from Newport, and see the misery.
which Is driving our mill workers to desperation. I know if those people who
live in Newport, who live in luxury on Bellevue Avenue-leaders of industry
want to protect their wealth-must realize that we live in a new age and that
poverty and starvation must be abolished".

Unemployment insurance. The attitude of the resolution committee which
considered a number of resolutions on the subject. Proceedings, 1936, pages
311-312.

"Every system of unemployment insurance advanced here contemplates super.
vision and control by both Federal and State Governments and will require
registration not only of the aliens among the workers but of all workers. ** *
Shall we discard the system under which we move freely from one end of our
great country to the ot er crossing State lines, stopping where we please, leaving
when we choose, living were we will without ever undergoing the scrutiny o
a Government official or reporting to Government officers? * * *

"Are we to Join in the fallacious argument now being offered in some quarters
that the laws proposed for unemployment insurance are on a par with wotk-
men's compensation acts? Is it not true that unemployment schemes of the sort
advocated in the resolutions before this convention will tend to prevent the
workers from joining in movements to increase wages * "

Report of the committee was adopted. -

Old age. From executive council report. Proceedings, 1930, pages 115-116

"Agitation for the protection of those who are unable to take care of them-
selves after they have reached the retirement age spread throughout the Nation
during the past year. The demand for old-age security reached Congress and
for the first time in the history of that body an extensive hearing was held at
the request of the American Federation of Labor on the question of old-age
pensions.

"Experts from many organizations appeared and gave conclusive evidence
that those who are unable to care for themselves after reaching old age should
be protected. Already 10 States and 1 Territory have enacted old-age pension
laws, but none of them is of such a practical character that the American
Federation of Labor can unequivocally endorse them as model laws. The States
leave it to thq *counties to determine whether they shall pay the pension pro-
vided for in the acts, and many of the counties take no action.' Federal aid
was advocated. American Federation of Labor will draft a bill.

Unemployment-insurance remarks of President Green during debate over re-
port of the resolution committee, which attacked a series of resolutions on
unemployment insurance. (Several members had opposed the report.) Pro-
ceedings, 1030, pages 314-317.

"Some are sponsoring a more ambitious program than that of England, who
has had unemployment insurance for a quarter of 'a century.

"If I believed that we could require fndustr to care for the Idle worker
perhaps I would be for it. I am not sure that I would be for It, if I th6u-ghi
such a thing was'possible;, but I am talking to hard-headed men. I am bard
headed myself,,and I am not going to Appeal to their passions; I am going to
talk to them In practical terms. * *
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"No man is touched by human suffering more than I am. This t.,gedy of
unemployment stalking throughout the land must touch the heart of every
worker; but, if we are to find a remedy, f we are to provide help, let us do it
In a way so that the one we help may maintain his manhood and self-respect.'

Unemployment. From remarks of President Green. Proceedings, 1930, page 308

"The Chair desires to just make a brief statement. * * * Unemployment
the outstanding economic fact at the present time. To me it is a tragedy,

The offering and distress which follow unemployment are In a way indescrib-
able. * * C

"I believe there is a remedy for unemployment, and I believe we can seek
and apply that remedy if the people of the country will become sufficiently
aroused so that they will demand that industry itself shall put Its house In
order and it shall discontinue these perodic conditions In the cycle of employ.
ment. * * h I

"I maintain that it Is a reflection upon our civilization to have here In Amer-
ica 3,000,000 people unemployed seeking work and wanting work. It Is Inde-
fensible, it is economically wrong It is morally wrong, socially it is a disgrace,
and the American Federation ol Labor must press forward until we find a
solution."

Maternity and Infancy. Pzoeedings, 1930, page 105. From executive council
report

"The maternity and infancy act came to an end June 30, 1929. Before that
time, however, bills were introduced to extend the life of the law. In December
1929 President Hoover made a recommendation that the maternity and infancy
act b;e restored but that part of its provisions come under the control and
supervision of the Public Health Service Bills to that effect were reported in
February 1930, but there was.such opposition that nothing was done. It was
contended that maternity and infancy laws should be administered by the
Children's Bureau of the Department of Labor."

Norz.-Indicates how often social necessties are sidetracked.

PROOZIDINGO, 1931

Unemployment Insurance--debate. Proceedings, 1931, pages 374-393

Chairman WoU reading from a statement submitted to the royal commission
of unemployment insurance by the Trade Union Congress and General Council.
Chairman Well attempted to show that the proposal before the convention were
"doles" and not what should be called "unemployment insurance." "It is true
we have a body here and there that has declared In favor of unemployment insur-
ance. That does not say they have given the thoughtful study and consideration
required before taking our Nation into an adventure of this kind. I think we
should be commended for pointing out the dangerous features of a system of
this kid."

Pages 372-398: Delegate Duncan, Seattle * * * "You did not hear the
British fraternal delegates referring to unemployment insurance as a 'dole', did
you? No. They told you that unemployment insurance has done more to main-tain the standards of the workers In Great Britain than any other agency in this
crisis. Instead of degrading man, it has given a man a chance to stand up and
say, 'No; I will not go In and work for less than my fellows get. I at least will
not starve to death.' Oh, they may paint a very fine picture In this report, but
I hope we will not have to go back to our constituency and say, ' Read that; it is
good soothing sirup."'

Pages 376-377: Delegate Hoffman, meat cutters. "There may be danger in
unemployment insurance, call it what you will; you can call a horse a cow, but
that does not necessarily make a horse a cow. go I say relief ought to be given
to this unemployed situation in the United States and it ought to be given at
once. I am for anything that is going to help the unemployed."

Pages 377-379: Delegate Trotter. Suggested that the fraternal delegates be
permitted to make corrections on the bitter attack made by Chairman Woll.
President Green felt that the visitors did not want to Inject themselves into the
Internal affairs of the American Federation of Labor.
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Delegate Furuseth, seaman, declared his sympathy with remarks favoring
unemployment insurance made by Delegate Duncan, Seattle, as far as it afforded
bread for the unemployed. In floor discussion ith Delegate Tobin he claimed
that neither the executive council nor the committee told what workers must do
for bread. Meanwhile, he perhaps did not favor unemployment Insurance.

Unemployment Insurance. Proceedings, 1931, pages 148-165
The executive council presented an extensive review of unemployment ir.sur-

ance in Great Britain and Germany. Finally offering the following proposals:
"First, we propose that a national conference of employers and labor be

called by the President of the United States to deal directly and constructively
with the unemployment problem and to devise ways and means by which and
through which all working people may be accorded an opportunity to share In
all work available.

"Second, in order to accomplish this purp,.se, we propose the immediate
inauguration of the 5-day workweek and the shorter workday in all public and
private industry."Third, the maintenance of the wage structure and wage standards.

"Fourth, work assurance. A guaranty to all those worker who are employed
that they are secure In their positions and that through the application of the
shorter work day and the shorter work week all would be accorded an oppor-
tunity to share equitably in all work available."Fifth, the prohibition of child labor and the employment of adults in order
that the slack of unemployment may be taken up.

"Sixth, the stabilization of industry with particular reference to those in-
dustires which are classified as seasonal in character. This would contemplate
the application of a plan whereby improvements could be carried on during
periods of seasonal recession when because of the season character of the industry
the demands for goods has substantially declined.

"Seventh, the application of more scientific plan of industrial production so
that a stable balance may be maintained In order that production may be car-
ried on systematically over longer periods of time."

Maternity and infancy. Proceedings 1931, page 347
"Your committee expresses very great gratification in the work done to

protect the Children's Bureau In the Department of Labor in its function of
caring for maternity cases.

"It recommends that every effort be made to secure the passage of a
maternity. and infancy act that will enable the Children's Bureau to function
as formerly Irn the care of maternity cases."

Unanimously adopted.

Unemployment. Pages 354-368
A series of resolutions suggesting many remedies short of unemployment

insurance. The principle ones were Public Works programs and long-range
planning.

PROCREDINOS, I02

Unemployment Insuranee. Pages 334-360. A series of resolutions were pre-
sented on unemployment insurance.

Resolution no. 8, proposed that Congress be petitioned to pass a law creating
unemployment insurance.

Resolution no. 13, presented a resolution adopted by the thirty-second reg-
ular convention of the United Mine Workers of America calling for a study
of the subject to the end that "unemployment insurance or some plan equally
as good or better be worked out and presented in the legislative halls of the
State and Nation"-and is accompanied by a comprehensive report which is
submitted as the work of the international officers of the United Mine Workers
of America, favoring the enactment of laws to establish unemployment insurance
or unemployment reserves.
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Not accepted.
Pages 335-360. Resolution no. 29 urged the enactment of compulsory un-

employment insurance at the expense of the State and the employers.
Resolution no. 39 proposed "a system of unemployment insurance inaugurated

and controlled by the States and supervised by the Federal Government" and
"to be a chArge on industry in the same way as workmen's compensation for
accident."

Resolution no. 59 declared for unemployment insurance by State and Federal
enactment.

Thereport of the executive council recommending enactment of unemployment
insurance, the contributions to which "should be paid by management as a
part of the cost of production"-was adopted after an extended debate.

NoTE.-This is their "most definite awing before 1934 toward social
insurance."

Pages 358-360: Delegate Donnelly, representing the Ohio Federation of Labor
and a member of the Ohio Commission on Unemployment Insurance, wanted
the American Federation of Labor to take a definite stand on unemployment
insurance. He concluded as follows: "* 0 0 So I say, and this commission
says (the Ohio commission) that even during periods of prosperity we have
unemployment that affects great groups of people and we could relieve the
situation. Even if we had to face such a situation as we have had in the past
8 years we would have had at least $184,000,000 in Ohio to reimburse the workers
of the State, and we would not have been losing the homes of the State."

Old age. Page 362

The executive council's report contains references to certain bills on old-age
pensions pending before Congress.

"We express the hope that legislation on this subject will be forthcoming in
the near future. Steady progress is being made in the promotion of State legis-
lation providing for old-age pelhnion systems. Further efforts of the -American
Federation of Labor and the various State branches Was advocated."

Report was unanimously adopted.

PROCSIINO5, J"3

Old age. Page 526

Resolution No. 13, with the following resolve, was unanimously adopted:"Resolved That the American Federation of Labor in its fiftv-third annual
convention held at Washington, D. C., beginning October 2, 1913; request every
serious effort possible to find ways and means to force the next session of the
Congress of the United States to enact a compulsory old-age pension as Federal
and State laws."

Unemployment insurance. Page 461, from Resolution No. 14
The following resolution was adopted after the committee on resolutions had

noted the exceutive council report of the year before which had pointed out
the constitutional limitations preventing enactment of a compulsory unemploy-
ment-insurance law applicable to all workers.

"Resolved, That the American Federation of Labor * * beginning
October 2, 1933, urges every possible means and power available to make the
necessary arrangements to fight during the next session of the Congress of the
United States for the enactment of such compulsory unemployment insurance
legislation as may be permissible under the Constitution, including provisions
for Federal aid to the States, and to urge the enactment of compulsory unem-
ployment insurance laws in every State in the Union."

PROCEEDINGS, 1934

Old age. Page 551
The executive-council report called attention to the fact that 20 States are

still lacking old-age security laws. Attention was also directed to the failure
of Congress in enacting an old-age security law for the District of Columbia.
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"It is to be regretted that our National, as well as so many of our State Gov-
ernments, have failed thus far to respond to this great and humane require-
ment. We direct every possible effort be made to remedy this grievous situa-
tion, and recommend approval of this section of the report of the executive
council."

After a brief discussion, it was unanimously adopted. Page 553.

Social insurance. Proceedings, pages 598-603

Resolutions Nos. 10, 20, 32, 38, 57, 76, 91, 101, 124, 126, and 186 dealt with the
question of social insurance. They were reported upon in a group, as follows
in part:

"The Cincinnati convention in 1932 by unanimous action, placed the Ameri-
can Federation of Labor on record in favor of compulsory employment in-
surance. Three years before, the Toronto convention gave an equally effective
expression to the conviction on the part of this federation that the time had
arrived in American industry when it was in the interest of general welfare
that provision should be made for old-age pensions. Taken together with work-
men's compensation, this provides for the major hazards of industry. The
experience of the passing months has confirmed your committee in the soundness
of their declaration in favor of social insurance. Your committee therefore
recommends concurrence with the intent of these several resolutions looking
toward the endorsement of this proposal." * * *

"Your committee recommends the whole-hearted endorsement by this conven-
tion of the general proposals for scial insurance, in line with action which has
already been taken by previous conventions, and of study of those other phases
of social insurance upon which previous conventions have not already acted.
We concur with those proposals for support of social insurance that have been
set forth in the legislative program of the federation and nonconcur with
methods that have been advanced which are at variance with this sound andOstpblished policy."J

Report unanimously adopted.

The CHARMAN. All right, Mr. Gordon. Mr. Browder.

STATEMENT OF EARL BROWDER, NEW YORK CITY, REPRESENT-
ING THE COMMUNIST PARTYI

Mr. BROWDER. Mr. Chairman and gentlemen of the committee,
speaking for the Communist Party, and 'for the approximately
600,000 organized workers who have endorsed, our program, and
for the several millions who have endorsed our position on unem-
ployment insurance, I want to oppose the bill before this committee
which embodies the administration conception of unemployment,
old-age, and social insurance..

It is the position of the Communist Psaty that it is the responsibility
of the National Government to provide, against all those vicissitudes
of life which are beyond individual or group control, a guarantyof -a
minimum standard of decent livelihood equal to the average of, the
individual or group when normally employed. This, always a vital
necessit,y, has now, due to the economic crisis and the protracted
depression, become literally a matter of life and death for millions,
and for the main bulk of the population a basic fator for maintaining
standards of life.

- Any proposed legislative enactment which claims to forward this
aim of social security must be judged by the degree to which it
embodies the following provisions:

1. It must maintain the living standards of the masses unimpaired.
Anything less than this is not social security, but merely institutional.,
izing the insecurity, the degradation'of the masses. It must provide
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for benefits equal to average normal wages, with a minimum below
which no family is allowed to fall.

2. It must apply to all categories of useful citizens, all those who
depend upon continued employment at wages for their livelihood.

3. Benefits must begin at once, when normal income is cut off, and
continue until the worker has been reemployed in his normal capacity
and reestablished his normal income.

4. The costs of social insurance must be paid out of the accumulated
and current surplus of society, and not by further reducing the living
standards of those still employed. That means that the financing of
the insurance must come from taxation of incomes beginning at
approximately $5,000 per year, and sharply graduated upward, With
further provisions for taxation of un distributed surpluses, gifts,
inheritances, and so forth.

6. Social-insurance legislation must provide guarantees against
being misued by discriminations against negroes, foreign-born, and
the young workers never yet admitted into industry, and other
groups habitually discriminated against within the existing social
order.

6. Guaranties must be provided against the withholding of benefits
from workers who have gone on strike against the worsening of their
cbriditions,' or to force workers to scab against strikers, or to force
workers toleave their homes, or to work at places far removed from
their hoines, :, iun . ro n

7. Administration of insurance must be removed from the control
of local political machines, to guarantee that the present scandalous
use of relief. funds to impress masses into support of the Democratic
Party shall not be made permanent under pretext of "insurance";
thi means , thAtridmtiistratiowi must be through the elected repre-
sentatives of the iWbrkem involved, making ute of their existing mass
organizations, relying upon democratic self-activity and organization.
.,-The Commutt Party, oppowea the Wagner-.ewis administration
bill because it violates each and every one of these conditions for real.
soelal.insurance.,z,-It does not provide for any national system at all,
and- the systems permitted for the various 48 States in effect prohibit
the incorporation of any of the above-mentioned seven essential
features. ,, ,, I . . 1

The Wagner-Lewis bill prohibits benefits of more than a fraction-
of average normza Wages. It specifically excludes from its supposed
.benefits" whole categories of workers, such as a cultural and
domestic workers and those employed in small establishments, who
need insurance the most because they are the most insecure, the most
exploited and oppressed, 'and which-include the.majority of the
Negroes. It provides for a benefit period which is only a small frac-
tion of the average period of unemployment.

Examining only these three phases of the Wagner-Lewis bill, the
conclusion cannot be escaped that the result of the bill would be to
provide even less than is now being given in relief, miserably inade-
quate as that amount is, and to cut off from even this reduced amount
the great masses now unemployed. The plain intention of this bill
isto reduce the volume of governmental aid to all those suffering
from involuntary unemployment.
, When it comes to provisions for financing this parody of insurance

it becomes even more clear that the intention is to relieve the rich
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and to place all burdens upon the poor. Nothing is to be taken from
the social surplus, which exists only in the form of the hi -er-income
brackets, undistributed surpluses, and so forth; everything is to be
taken directly out of the meager and decreasing wage fund and in-
directly from the same source by a tax on pay rolls which inevitably
is passed on to the masses of consumers in a magnified amount.

Instead of guaranteeing against further intensification of di-
crimination against Negroes, the foreign-born, and young workers,
the Wagner-Lewis bill does the opposite; it provides explicitly for
such further discrimination by excluding from benefits those who
need them most, agricultural and domestic workers.

Instead of guaranties against the use of insurance as a strike-
breaking machinery, this bill in application would become an elaborate
black-list system for the destruction of the trade unions. The only
system of organization that could flourish under the Wagner-Lewis
bill would be the company unions, those menacing forerunners of
racism in the United States.

Instead of providing for democratic administration of the insurance
system by the workers, the Wagner-Lewis bill would impose an
enormous bureaucracy, entirely controlled by appointment from
above, which would make into a permanent institution that system
which in the present relief administration has already shown itself
as the greatest menace to our small remaining civil liberties and
democratic rights. We already have enough examples in the labor
boards which are doing tremendous damage to organized labor.

These are the reasons, in concentrated outline, why the Com-
munist Party opposes the Wagner-Lewis bill. These are the reason
why we declare this bill is not even a small step toward real insurance
but on'the contrary, a measure to prohibit, to make impossible, a real
social-insurance system.

The alternative to the Wagner-Lewis bill is before Congress for its
consideration, in the form of the workers' unemployment, old-age,
and social-insurance bill, H. R. 2827, introduced by Congresman
Ernest Lundeen of Minnesota. This bill, H. R. 2827, while still
suffering from a few defects, embodies in the main the principles which
we support energetically and unconditionally, for which wehave been
fighting for many years. Only the principles embodied in H. R. 2827
can provide any measure of real social security for the toilers of the
United States.

It is one of the symptoms of the irrationality of our present gov-
ernmental system, from the point of view of the interests of the masses
of the people, that this committee is considering legislation o1 unem-
ployment insurance without having before it the workers' bill, the
only project which has organized mass support throughout the coun-
try based upon intelligent discussion involving millions of people.
The workers' bill is supported not only by the Communist Partyand
its 600,000 supporters for whom I speak, but by several million other
organized workers, farmers, and middle-class people.

There is a fashion, nowadays, for every upstart demagogue to try
to impress Congress and the country with fantastic figures of tens of
millions of supporters for each new utopia, each quack cure-all, which
exploits the misery of the masses. I have no desire to compete in
this game the paper counters of which cannot be checked against any
reality. Tl)e figures which we cite of organized supporters of the
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workers' bill are verifiable membership figures of established mass
organizations, almost all of them of long standing and including a
great section of the American Federation of Labor.

An attempt is being made to smother in silence the workers' bill,
both in Congress andn the newspapers. To make more plausible
this silence on the workers' bill, which is the only practical alternative
to the Wagner-Lewis bill, there has been trotted out as the "alterna.
tive"1 a straw man in the shape of the so-called "Townsend plan."
It is very easy to tear to pieces this straw man, in spite of its very
praiseworthy desires to care for the-aged, and to consider that this
disposes of the workers' bill, which makes really practical provision
for, those over working age. But it will not be so easy to get the
masses to accept this verdict. Even such loyal servants of the ad-
ministration as the executive council of the A. F. of L., who have
swallowed, one after another the injuries and insults dealt the workers
for 2 years and who have bitterly opposed the workers' bill, have
been forced to draw back before the discredit and mass revolt against
them which must inevitably be the lot of all who identify themselves
with the WAgner-Lewis bill.

The workers' bill is before the Congress and before the country.
You have not answered it. Your present bill is no answer but only
a new insult to the suffering millions. You cannot continue to answer
only with ailetnce.
, We know, of course, that the enemies of the workers' bill have pre-

pared and are preparing their arguments against it, when it shall
ally force itself -upon the floor of Congress. It would be more

honest if they would at onee place their arguments, and the compari-
sf of the two alternative programs, before this committee and others
and before Congress as a6 whole.,
All arguments against the workers' bill finalTy resolve themselves

into one; the argument that "it costs too much' -that "the country
cannot afford it.",
:What does this mean, the statement that "the country cannot

afford it"?
Does'it mean that our country is too poverty-stricken to care for

its own people at a minimum decent living standard? Does it mean
thAt in our country we do not have enough productive land, natural
resources, plants, machinery, mines, mills, railroads, and so forth, or
that we lack trained, skilled people to operate them?Such an answer would be, of course, only nonsense. All the wise
nien and authorities of the country -%re wailing that we have too
mitch of these things and of the commodities they produce. The
(Gdvernment has been exerting all its wits to reduce the supply to
destroy the surplus which it claims causes all the trouble.

.Does it mean that the Government is unable-is too weak-to
raise vast sums of money on short notice? That answer, too, is ex-
cluded. Our memories are not so short that we fail to recall how, in
1917-18, the Government raised tens of billions of dollars for par-
ticipating in a destructive war; if we can afford to sink tens of billions
in explosives, poison gases, battleships, and other materials to destroy
millions of people abroad, why cannot we spend similar sums to
provide food, clothing, and shelter to save the lives of millions of
people at home?
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No; that phrase "the country cannot afford it", can only have one
meaning; that the small group-an infinitesimal fraction of the
population-which owns all the chief stores of accumulated wealth
and productive forces and which dictates the policies of government,
refuses to pay; while the masses of people, who need insurance pre-
cisely because they have been robbed of all, cannot pay.

But our country cannot and does not avoid paying the bill for
unemployment, old age, maternity, and other hazards. Now the
country pays, not in money but in the lives of men, women, and
children. This is the price which, above all other prices, the country
really, cannot afford to pay.

We propose that our country shall begin to pay the bill in that
only currency we can afford, in the accumulated wealth and produc-
tive forces, by taxing the rich.

We propose to reverse the present policy, which taxes the poor in
order to relieve and further subsidize the rich; we propose to tax the
rich to feed the poor.

Those gentlemen who argue that despite our country's immense
wealth it cannot afford real unemployment insurance because the
cost would dig into profits, and that our present system cannot
operate if it touches these sacred profits, are really pouring oil on the
fires of radicalization that are sweeping through our country. Mil-
lions of our-people-the useful ones, those who work-are sick and
tired of being told about the sacredness of profits, while their children
starve. They are more and more getting into that mood which, in a
previous crisis of our national life, produced the Declaration of
Indeprdence. The direction of the masses now, as then, is a revolu-
tionary one, with this difference, that then it was independence from
King George and a dying feudalism that was required, whiletoday it
is independence ,from King Profits and a dying capitalism which
tries to prolong its life at the cost of denying social insurance.

We Communists have been denounced in this Congress, as well as
in the daily press, as enemies of our country, as a "menace", because
we speak of the possibility and necessity of revolution to solve the
problems of life of the great majority of the people. We have been
accused of all sorts of silly things, such as "plots to kidnap the
President", of being bombers, conspirators, andso forth. All that
is nonsense, but very dangerous nonsense-it is a screen of poison
gas to hide the attacks that are being made against all democratic
rights, against the trade unions, against the living standards of the
people. History has shown beyond dispute that such attacks,
beginning against the Communists, never end there, but only in a
full-fledged Fascist dictatorship which destroys alV rights of thepeople.

The Communist 'menace" really means that those moneyed inter-
ests which finance this great campaign against communism, knowing
that millions of people are in a really desperate situation and a
desperate frame of mind, are afraid that these millions will go over
to the Communist Party and program.

But those gentlemen who really want to remove this "menace"
should listen to the advice which we, the Communists, give you
gratis. Remove the desperate situation of these millions, grant that
minimum measure of real social security such as is provided in the
workers' billprove in fact, in life, that it really is possible for the
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masses to continue to live under capitalism. In reality we are
fighting to improve the living standards of the masses; when revolu-
tion comes it will be because the rulers of this country have
proved that there is no other way out, that there is no other way
toward a secure life.

It is worth remembering, that after 1776, when our Declaration of
Independence acted as the spark that set fire to the democratic revo-
lutipn in France and throughout Europe, the reactionary forces of
the world fought against the "dangerous" ideas that were supposed
to be "imported from America." Today the same comedy is repeated
but this time the revolution is said to be "imported from Moscow."
In both cases, the deep reality behind the nonsensical slogan is that
the country attacked is the one that is showing the way to the solu-
tion of the problem of the people. "Moscow", that is the Soviet
Union, has adopted complete social insurance, has solved unemploy-
ment is improving the living standards of all the people, is enor-
mously expanding its economic life. Do a better job, or even just
as good, and "Moscow" will be not the slightest danger.

Present proposals which, while denying real unemployment insur-
ance, would enact some new alien and sedition laws, to crush down the
growing demand for a better life, also recall moments in the past
history of our country. We had a period of alien and sedition laws
in the early 1800's, also adopted and carried out in the interests of
established property and designed to crush a democratic movement
arising from the masses of the people. The party which sponsored
thoselaws went down in disgrace and defeat, the laws were repealed
after long suffering and struggles, those against whom the alien and
sedition laws were directed came into direction of the affairs of the
country. Any attempt to solve today's problems by alien and sedi-
tion laws will be as futile as those of the times of Madison and
Jefferson.

There is no substitute, there is no way to avoid, the demand for
full unemployment, old-age, and social insurance. Its denial will
only accelerate the growing revolutionary mass unrest, intensify the
social struggles. The Wagner-Lewis bill is a transparent attempt to
sidetrack this demand. The new legislation against the Communist
Party is only a futile attempt to silence the movement. Neither can
succeed. Only the workers' unemployment, old-age, and social in-
surance bill can satisfy the aroused masses of the useful people, the
working people, of the United States.

The CHAIRMAN. All right, Mr. Browder. Mr. Amter.

STATEMENT OF I. AMTER, NEW YORK OITY, REPRESENTING THE
NATIONAL UNEMPLOYMENT COUNCIL

Mr. AMTER. I represent here the National Unemployment Coun-
cil, the national organization of the unemployed of this country, with
a membership of approximately 500,000. I speak also in behalf of
the 17,000 000 unemployed in the United States who with their
families suffer the bitterest want and destitution.

The unemployed of the United States are against the Wagner-
Lewis bill and brand it as a fraud against a large section of the popu-
lation viz, the unemployed and their families. This bill has been
brought in to the United States Congress in order to offset the cam-
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paign for setting up the only genuine unemployment and social in-
surance system in the U States, viz, that proposed through the
workers unemployment, old-age, and social insurance bill, H. R. 2827,
introduced by Congressman Lundeen on January 3, 1935.

It is a noteworthy fact that although some parties, and notably the
Republican Party, had declared against unemployment insurance as
being "un-Amencan", in the last election campaign every political
party advocated unemployment insurance. Thereby those who only
pretend to stand for unemployment insurance created the illusion
that they intended to provide protection first of all for the millions
of unemployed. There is no question, therefore, that many Senators
and Congressmen were elected on the illusion they created. There
is also no question that some of the Senators now sitting in the
Senate Finance Committee, conducting the hearings on the Wagner-
Lewis bill, were also elected on this illusion. The workers of- this
country are again paying the penalty for falling victim to demagogic
promises of capitalist politicians.

The whole social-security program of the Roosevelt government is
based upon the program laid down by the American Bankers Asso-
ciation, the National Manufacturers Association, and the United
States Chamber of Commerce. They are bringing this program to
Mr. Roosevelt through the contact committee which they have
established. This program is manifest not only in the social-insurance
proposals embodied in the Wagner-Lewis bill but also in the relief
and works program advocated by Mr. Roosevelt.

Our first objection to the Wagner-Lewis bill is that it completely
excludes from its provisions any protection for the 17,000,000 unem-
ployed. We state there are fully 17,000,000 unemployed and base our
contention upon the estimate and research work of the Labor Research
Association of New York City, which we submit for the record. We
wish to add that the number of unemployed under the beneficient hand
of Mr. Roosevelt and the "new deal' is not diminishing but is growing.
According to a report of William Green, president of the A. F. of L.,
the number of unemployed at the end of December 1934 was larger
than at the end of 1933. This includes 6,000,000 youth, who, accord-
ing to Dr. Zook, United States Commissioner of Education, and New-
ton D. Baker, former Secretary of War, have never obtained a job
during the 5 years of the crisis. This includes likewise millions of
Negroes in all parts of the country, who are the most oppressed even in
so-called "normal times", and today are by far the worst sufferers from
the crisis. It includes also millions of foreign-born workers, who,
together with the Negroes, are being denied relief and are among the
most destitute in the country. It includes hundreds of thousands of
teachers, engineers, technicians, artists, doctors, writers, white-collar
workers, etc.

Even in 'the days of so-called "prosperity "-February 1929-"
according to the National Committee oh Ec6nomic Security, therewere
2,817000 unemployed. According to Hdtrky L. Hopkins, Federal
Relief Director 'nearly one-sixth of all who are seeking work have
been unsuccessful in findipg it for nearly 4 years (repotof F.E'R.A.,
September 1934). 1 A 1 1,

At the same time the cost of living is moutiiing td the skies; 'Food;
which represents 45 percknt'bf the budget of a w6rking'clasK family,
has mounted'30 percent in price in 16 months; clothing, 27 percent.
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The farmers are destitute and hundreds of thousands of them together
with their families have been driven off the land and are dependent
upon relief.

You may dispute our estimate of unemployment. The Federal
Administration, and Miss Perkins in particular, stated that there are
9,000,000 -unemployed. The National Commission on Economic
Security in its report to President Roosevelt on January 17 states
thatithere are 10,000,000 unemployed. At the A. F. of L. convention
held in San Francisco, Mr. Watt, executive secretary of the Massa-
chusetts State Federation of Labor, declared there were 16,000,000
unemployed. We declare that Miss Perkins deliberately underesti-
mates the figure. In March 1930, when Hoover was President of the
United States and stated that there were 3,400,000 unemployed, Miss
Perkins, who at that time was industrial commissioner of New York
and a member of the Democratic Party, declared that Hoover falsified
the figures to suit his own aims. Hoover said "prosperity around
the corner." Mr. Roosevelt also tries to make us believe that con-
ditions are improvin and the number of unemployed is decreasing.
This is untrue, as the reports from every industrial center clearly
manifest.

Let us examine the Wagner-Lewis bill in some detail. The bill
cannot go into effect until July 1936. If a worker who at that time
is employed and should lose his job, he would be entitled to the
equivalent of 50 percent of his wage as unemployment compensation,
this not to exceed $15 per week. No minimum whatever is established.
The worker will not receive his insurance immediately but will have
to go without compensation for a 4 weeks' waiting period. Since no
minimum has been established, it is obvious that many workers will
receive a starvation compensation. We call attention to the fact that
in the pecan-shelling industry the minimum wage for 40 hours of
work is $6 per week. This shamefully low wage has been established
by Mr. Roosevelt because the overwhelming majority of these
workers are Negro workers, for whom Mr. Roosevelt has decided that
$6 per week- is an "adequate wage." A pecan-shelling worker now
employed, but who might lose his work after July 1936 would be
entitled to $3 a week unemployment compensation.

2. The bill further provides that the compensation shdl continue
for only 15 weeks. In the case of a pecan sheller it would mean a
total of $45. In no case could it amount to more than $225. After
the 15 weeks the worker has no further claim and would be transferred
either to home relief or work relief. Only in exceptional cases where a
worker has worked a long time would the period of compensation be
lengthened. The whole purpose of this is to create a spirit of so-
called "loyalty", that is, submission, to any conditions in the~shop,
in order that at a future date a worker might obtain more unemploy-
ment compensation. The purpose of this is to force workers to
accept wage cuts and worse conditions within the shop.

3. The till further provides that a tax on pay rolls amounting to
3 perch nt shall be raised from among the employers. This tax may
be reduced to 2 percent or to 1 percent depending upon the business
index in comparison with that of the period of 1923-25. This can
have only one of two effects; either to reduce the amount of com-
pensation, or to postpone payment of compensation.
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4. The bill excludes from protection so-called "seasonal" and
"casual workers," and workers in shops employing less than four
workers. It deliberately excludes agricultural and domestic workers.
There is practically no industry in the country which is not a seasonal
industry. It is obvious, therefore, that a huge section even of the
so-called "employed workers" will get no compensation.

5. The bill provides for taxes of 1 percent or 3 percent directly on
the ,wages of the workers. This fact is being concealed, whereas the
tax on pay rolls is emphasized. The pay-roll tax, as Senator Wagner
Miss Perkins, and William Green, testifying before the Ways and
Means Committee admitted, would be passed on to the consumer.
The great bulk of the consumers are the workers themselves. By
raising the price of his merchandise the employer will compel the
workers themselves to pay for their insurance. Not only are the
workers of the United States (whose wages were lower in September
1934 even than in September 1933) not in a position to pay for their
insurance, but the whole Wagner-Lewis unemployment insurance
plan is being placed before the working class of the United States as
something that is being done for them, whereas in reality it is being
taken out of the pay envelopes of the workers.

6. I call attention further to the fact that each employer in the
categories specified will have to pay the 3 percent pay-roll tax. This
includes the producer of raw material, the wholesaler of raw material,
the manufacturer, the jobber, and finally, the retailer. Thus if each
pays 3 percent, then by the time it reaches the consume: it may
amount to 20 percent or more. This is nothing more than open rob-
bery of the workers.

7. The Wagner-Lewis bill is not a Federal bill, but is merely a
plan and system for recommendation to the State governments. The
latter are at liberty to adopt it or not. The State governments may
exercise discriminatory powers against certain sections of the popu-lation-for instance the Negro and foreign-born. The Stat govern-
ment might decide on waiting period of 4 months, a minimum or
even maximum compenaation of $2 per week, and that the period'of
compensation might be for 2 or 3 weeks. Thus the whole plan be-
comes a hoax, but a most serious hoax, since it involves the lives and
welfare of the whole working population. The cost to the United
States Government in this plan is practically nothing. This is based
upon Mr. Roosevelt's contention that any and all insurance schemes
must be upon a "sound basis." This "soundness" is not considered
when the United States Government makes appropriations for war
purposes. Thus at a time when the United States Government is
talking "econo it is appropriating for the cowlng fiscal year more
than $840,000,00 for war purposes, as last year it spent nearly
2 billion dollars in preparation for war. "EcOnomy" also plays no
part in the grants and subsidies of the R. F.'C., which has given
to the bankes, railroads, and big corporations of this country more
than $8,360,000,000 sup sedl for the pu pose of putting the millions
back to work. Iut the millions remain unemployed while these
funds were used by thel)ig corporations for the payment 9f tremendous
profits and dividends which according to Mr. Richberg, rose up to
600 percent d "ung the.first year of the "new , azd for the
purpose of paying the high salaries f oficersof te b! co rotations.
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- . When one looks at the old-age pension as embodied in the
Wagner-Lewis bill, one observes the whole shamelessness of the bill.
The Federal Government proposes that each person above 65 years of
age, a citizens and now destitute, shall receive a maximum of $15
per month from the Federal Government; provided, each dollar is
matched by another dollar furnished by the State ovrmhent. In
other words, a worker.who has given the best of his life to the building
up of this country and to the creation of wealth which is now in the
handslof the Wall Street bankers shall have the munificent income of
$7 a week. But even this is not assured, since most States cannot
or will not appropriate sufficient amounts to maintain the aged.
There are States today which have old-age pension systems which
grant the pensioners as low as $7 a month. Obviously if they are to
match dollar for dollar the pensioner will not be more secure in his
position.

The State must ralse funds in order to provide the pension. Today
the States adopt only one method, which they are putting through
with all energy, viz, by means of sales taxes. This again is a direct
attack upon the living conditions of the workers.

9. However, in connection, both with the proposed unemploy-
ment insurance and old-age pensions as State institutions and requir-
ing previous residence of 5 years in the State, they put many workers
completely beyond the scope of the bill. Workers are obliged to
move from city to city and from State to State in search of work.
Old men and women move about from son to daughter and to rela-
tives in order to seek refuge. These people would be ineligible either
for unemployment compensation or old-age pension.

10. As far as old-age annuity is concerned, we repeat that the
wages of the workers are so low that they cannot afford to invest in
protection against old age. This must come from other sources.

11. We wish to call the attention of the Finance Committee to
the fact that in the provisions of the bill for old-age insurance, depend-
ent children, social insuranceunemployment, compensation, maternal
and child health, crippled children, child welfare, public health-a
whole series of supposed protective measures for the working popu-
lation-the tOtal expenditure of the Federal Government during the
first yearwould be $102,500. 000 and during the successive years no
more than* $267,500,000. With this paltry sum Mr. Roosevelt and
the sponsors of the Wagner-Lewis bill pretend to provide "social
sbeurfty" for the Aineridan workers.

Is it not clear; therefore, why William Green who only a few years
ago -also opposed unenployment insurance as "un-AmericanI and
later was convertedl to support of the Wagner-Lewis bill, now, under
pressure of the rank and file of the A..F'. of L., has been compelled to
denoui do tho Wagner-Lewis bill-as "inadequate and unworkable":-

Perbaps the best characterization ofthe bill has been given by
the Re4 Dr. Floyd Van Keurenj executive secretary of the Social
Servia'Cotnmislon of the ProtestantlEpiscopal Diocese of N6W
York; who according to the New York Timesof February 17 declared:-.h6j tr 6d~y oe tfie ilg;_ he weq hon, .iboi.t i~t ~e.a .be
1n'thk1 'g6n .rov bW hesponadble ni tUSU'gWyasoofate wtn drunken' saloti.' '

A ~ih~ peblebf thdieo wvn ' r1aitem'-pting o sth gsat"o
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through, the United States Congress. The National Committee on
Economic Security on page 7 'of its report declared, ."It must be
remembered that a large part of the population will nhot be covered
by unemployment compensation., It is in the name of these millions
and.of those who ostensibly will receive compensation that. the Na-
ti6nal Unemployment Council- rotests and demands the rejection of
the Wagner-Lewis bill.

In its place we put before you for adoption the workers' bill, II. R.
2827. This bill provides that every worker and farmer in the United
States above 18 years of age, be he employed onunemployed,,with no
discrimination as to age, sex, race, nationality, religious or political
affiliation, shall come within the provisions of the bill for Federal
unemployment and social insurance. No matter for what reason
he or she cannot work, whether it be due to untmplovment, part-
time, sickness, accident, old ago, or maternity, he shall be entitled
to insurance equivalent to the average local wage' but at no time
shall this be less than $10 per week plus $3 for each dependent and
this compensation to continue for the whole period of his inability
to work through no fault of his own. The funds for this shall be
obtained from the United States Treasury and if necessary through a
tax on all incomes above $5,000, inheritances, gifts. The funds shall
be administered and controlled by committees of the workes and
farmers elected by workers and farmers organizations.

It is no wonder that this bill has the support of every working-class
organization before which it has been brought. In spite of the
vicious attacks that were made upon the workers' bill by the leader-
ship of the American Federation of Labor more than 3,000-locals of
the American Federation of Labor, 5 internationals, 6 State federa-
tions of labor, and 50 central labor bodies have endorsed the bill.
In addition the bill has been endorsed by about 70 municipal councils,
boards of county commissioners and so forth. This includes such
municipal councils as those of t. Louis, Minneapolis, Milwaukee,
Tacoma, Toledo, Buffalo, Allentown and so forth. Fully 5,000,000
people stand behind the workers' bill.

It is no wonder, therefore, that efforts are being made to rush the
Wagner-Lewis bill through the United States Congress. The purpose
is to offset the tremendous movement that is growing in this country
for genuine social insurance-the movement that recognizes that
there is only one bill aimed to furnish genuine social insurance, and
that is the workers' bill, H. R. 2827. The workers' bill has been
introduced in the United States Congress and also in 10 State legis-
latures, including Massachusetts, Rhode Island, Connecticut, Minne-
sota, Ohio Washington, Oregon, California, and so forth. It has the'
support of practically every unemployed group and organization in
the country as well as organizations of.white-collar Workers, fraternal,
Negro, youth, farm, veteran, and professional organizations. - -

If the unemployed -are not to come within the pryisio s for social
insurne in the United States then what doe the GoVerniient intend
to do with them? On Labor Day of-last year William Green'ddlaftd
that the 10,000,000 unemployed represent "40W,000 eopl in 'the
United States who are dependent on, relief." ' Mr. Hopkinis rWport4.
20,000,000 on the relief rolls in-the United States. Thins -ni.e that
20,000,000 are getting no relief whatever. Mr Roosevelt 'd&s, noti
concern himself with these 20,000,000. On the contrary, he deinatid

11SM-4 8- 7
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that of the 5,000,000 family heads now on the relief rolls 1,500,000
shall be transferred to State and municipal relief. The States and
cities are bankrupt and everywhere are placing the burden of main-
taining the unemployed on the shoulders of the workers by means of
sales taxes. When one considers that even with Federal contribu-
tions, relief per family of four in Kentucky in October amounted to
$8.23 a month; in South Carolina to $9.08; in North Carolina $9.92
a moth, and on a similar level in various parts of the country, then
it is obvious that if the Federal contribution is withdrawn the con-
dition of these workers will be driven down still lower.

The Federal Government further proposes to put 3,500,000 un-
employed on work relief and "promises" an average of $50 a month.
There is no basis for this promise since in the Emergency Works
program of October, 1,950,000 workers received $51,000,0O in wages
or only $26.16 a month. However, this proposal is an attack upon
the organized workers of this country particularly the buildig-trades
workers, who will have their scale reuced more than 70 percent. It
is a dire threat against the living standards of every worker in the
United States and is the signal for a vicious offensive of the employers
against the trade-union movement of this country.

Further points in the Government program are transient camps,
affording food and shelter and 90 cents a week for single men; semi-
military C. C. C. camps for nearly 1,000,000 youths who in the camps
represent, according to Harry H. Woodring, Assistant Secretary of
War, "the first real test of the Army's plans for war mobilization
under the National Defense Act"; as well as subsistence homesteads
to which 1,000,000 workers from the cities and their families are to be
transported to the country-side and to work out an existence of their
own without Government support.

This is the program that we can only characterize as a hunger
program of the Roosevelt government. The National Unemploy-
ment Council will fight against this program and is mobilizing the
unemployed, both those belonging to the trade-union movement and
the unorganized workers, for a struggle against the whole program.
In spite of the growing terror in every part of the country, strength-
ened by the vicious Hearst press and the Dickstein-McCornick
committee; in spite of the semifascist proposals of Father Cougblin
and Senator Huey Long- in spite of the fantastic schemes of Dr.
Townsend, the utopians, E. P. I. C., and so forth, but above all, in
spite of the inherent facist line of the Federal Government and the
organization of such fascist gangs as the vigilantes, crusaders, silver
shirts, American Liberty League, and so forth, the fight against the
hunger program goes on.

Now, in the sixth year of the crisis, with no prospects but of a
deepening of the crisis and of another world war, the workers of the
United States are demanding some form of security. We do not ask
what the cost will be. When the United States Government decided
to enter the World War, it did not ask what it would cost. There is
no greater war today than the war against hunger. We demand that
the wealthy of the country be compelled to pay for the relief end for
social insurance for the poor. We demand that the Senate Finance
Committee reject the Wagner-Lewis bill and urge that it endorse the
workers' bill, H. R. 2827, and report it for passage by the United
States Senate.
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In conclusion we wish to say that regardless of what your action
may be, we will continue the fight until we compel the United States
Congress to enact the workers' bill. The National Congress for Un-
employment and Social Insurance held in Washington on January 5
to 7 was a step in the build€ing of the united front of all sections of
the working population. lhis united front will be broadened and
deepened in spite of the effdrts'that are being made by the enemies
of the workers, both inside and outside our ranks. This united front
is the guarantee that we will march forward shoulder to shoulder in
the struggle for genvine social insurance, in the struggle for,our rights.

I am submitting the data that I referred to.

JOBS, WAGES, AND PROFITS DURING THE CRISIS YEARS

Prepared by Labor Resech Association

The data which follows is presented for the purpose of showing certain trends
in employment and earnings of workers and the profits made by corporations
during recent years.- The figures speak for themselves, showing the contrast
between the amounts received by the wage-earning cls--due to unemploy-
ment, part-time employment, and wage cuts--and the amounts which were
reported as profits during the same period by leading corporations in various
Industries.

These figures show very clearly the way In which the position of the workers
has become less and less secure, and, in the absence of unemployment Insurance,
they show just what it has cost the working class to carry the crisis on their
shoulders while corporations were reporting substantial profits which In a large
number of cases were translated Into dividends for the investing class.

EMPLOTMENT, PAT ROLLS, AND ANNUAL EARNINGS

Severity of the decline in employment In manufacturing Industries In the
United States between 1929 and 1933 Is clearly indicated by table I which shows
the percentage declines Industry by industry. In some instances the decline was
as much as 50 or 60 percent. The greatest declines are noted in such producers'
goods Industries as electric manufacturing, lumber, and foundry and machine
shop products.

The list of selected manufacturing industries given in tables II and III includes
all industries which employed over a hundred thousand wage earners In 1933 with
exception of the motor vehicles Industry, which covered about 98,000 wage earners
in 1933. Table I shows that out of every 100 wage earners employed in IM,
only 40 were employed in the electrical Industry In 1933, only 43 in the motor
vehicle industry, only 45 in lumber and timber products, etc.

This sharp decline in employment between 1929 and 1933 was accompanied
by an even sharper decline In pay rolls or the total amount of wages paid to the
workers who were still employed. As Indicated by table I, pay rolls dropped as
much as 74.6 percent In the electrical machinery industry; 73.2 percent in lumber;
and 71.7 percent in the motor vehicle Industry. This greater decline in the pay
roll column was of course due to the wage cuts forced upon the workers as well as
the part-time work prevalent under the stagger or share-the-work system, under
which the workers actually shared their misery with one another.

The effect on Individual workers of the relativel ___ter decline in pay rolls
than in employment may be better observed from ta1e II, which shows the de-
cline in average yearly earnings from 1929, 1931, and 1933, Industry by industry.
Here we find that average yearly earnings of workers in some industries dropped
as much as 46.4 percent, for example n steel works and rolling mills. It should
be noted also that some industries that showed relatively smaller declines in
average yearly earnings were those that showed a very low average to begin with
In 1929. The lowestin 1929 was cotton goods which declined to $670 In 1933.

Compared with the drop In the est of livtng, as measured by the budgets of
the United States Bureau of Labor Statistics--a drop which amounted, even
according to their figures, to only 23 percent between 1929 and 1933--we find that
the decline In average yearly wages in most Industries was far greater. In one
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of them-steel works and rolling mills--the wage drop actually doubled the drop
In the cost of living.

The data on separate industries s" given in table III shows the extent of the
actual decline In various manufacturing Industries from 1929 to 1933. It will be
seen that even thoee Industries such as meat packing and steel that showed some
increase In employment between 1931 and 1933, registered at the same time a
still further drop in annual earnings.

TABLB I.-Deline in employImed anJ pay rolls in selected manufacuring indusgries
in IX4 United St(aes, from 1929 to 1933 1

Percentage decline,
1920 to 1933

Eplty. Pay rolls

INDUSTaT
All ood Industries ............................................................ 11.6 31.2
Bread lnd bekey {iucLJ..... .......................................... 9.2 2.4
Boots and shoes, o than r .bber............................................. 7.2 3.1
Electrlcal macshnery. apparatus, and supplis .............................. !. 0. 2 74.6
Foundry and machine ssopprodocts ........................................... 6.4 11.0
Furniture, Including store and office equipment ............................... . , a e. 6
Lumber and timber products ................................................... 64.8 7.2
Meat puking, wholesale ........................................................ 7.6 $2.
Motor vehicle bodies and pats .................................................. 3t.2 5.
Motor vehicles ................................................................. .7 71.7
Nonferrous metals and their products .................... . 40.2 a .4
Println and publishing.. ............................................. ito 4s22
Steel works nd roUing.mil products .................................... . 29. 8 814Textiles ad their products ...................................................... M3? 41.1

Clothing., wome.s .............. s 14L 47.7
Cotton goods ............................................................... 10.7 3&3
Knit goodS .................................................................. 9.0 -37.3
Silk and rayon goods ....................................................... 15.4 4 1

1 Based on United States Census o( Manufactures. With the exception of motor vehicles ind,,try, all
industries covered had 100,000 or more wag earners in 1933. All 1933 8tgres used (or this table are .,e-
Ilininary. Slight corrections may be nad in the final census tabulat-ons.

TABLn II.-Average yearly earnings and perceslo decline, 192-33, in selected
manufacluring industries in the United States I

Average yearly earning15 Per.
cent-

Industry 11-K,3

AU good Industries .....................................................
Bread and bakery Products ............................................
Boots and hoes, other than rubber .....................................
Electrical machter,4=rtm4 and supplies ..........................
Foundry and mrt bop product ..................................
Furniture. including store a office equipment ...................
Lumber and timber products .....................................
Meat poking, wboesale ...............................................
Motor.vehicle bodies and pats ........................................
Motor vhices .........................................................
Nonferrous metals and theirpoduts ..................................
Printing and publishing ............................................
Steel wcrks afd rolling mill products ..............................
Testiles and their products ...........................................

Cloth. women's. ..................................
Cotton goods. ......................... ..............
Knit goods ........................................................
Silk and raycon goods ...............................................

I See ootzoe ttle L

$1.199
1.387
1,M
1,833
1.268
1.006
1. &%

1, 621
1,409
1,801
1.746L, ols,
1.301

1,011

$1, 142
1,37

987
793

1.281
L 288
L. 162
1.150
1,717
1.279

871
%088

S92

8981
1. 078

7"
Ms

933
724
M3

992
1.01

1:000
M8

1. 308
M3

ag0
797
NO0
6O6
672

22.3
21.13L 2
8ss
19.2
414
40.6
26
34.6
37.1
Ito
4&.4
310
M87

31.2
X8.2
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TABLE III.-All food industriesa'

YwWane W.. Averse"
earners (thous= ) an:s) ly

19 ................................................................ 753247 8 0.143 $1,19
1931 ....................................................... 3 mg 723.66 1,142
1933 ........................................................ 8237 6, 931

BREWED AND BAKERY PRODUCTS

19......................................................... 900.841 74.8 62 I ,27
1931 ........................................................I 161 239,231 1,307

................................................................ 1 18% 382 196, 1,078

BOOTS AND SHOES (OTHER THAN RUBBER)

9I ................................................... 601 $222,408 $1,082
1231 ............................................... 181174 I63. 71 owIK,9141933 ..................................................... I 190.914 108" 144

ELECTRICAL MACHINERY, APPARATUS, AND SUPPLIES

1929................................................... 1 287221 $45837 M 18
1931 ................................................... I M801061 24488 skil13
1933..... ................................................ 130,837 17501

FOUNDRY AND MACHINE SHOP PRODUCTS

19................................................. ....... 1 454,722!1 $697,80 $1,83
1931 ................................................ ...... 284,909 4301 2163
13........................................................ .

4 3 9
j 21940 88

FURNITURE, INCLUDING STORE AND OFFICE EQUIPMENT

i ................................................................ I 199 $24, 8 $1,256
1931 "................................................... 27. e1, IA 1 9
1933 ....................................................... 104a 743

LUMBER -AND TIMBER PRODUCTS

92............................................................... 419064 $421,885 $1,008
9..... ........................... 1847 28l.8 793
19 3....................... ............. I 189,3671 113,183 8NO

MEAT PACKING, WHOLESALE

1929......................................................... 122,50 w $1687 $1,354
1931 ................................................................ 106,707 I860 1,281
1933............................................................... 113193 11% 6 M

MOTOR VEHICLES, BODIES, AND PARTS

19.....9................................... ................. 221,3321 8M 38 1$1,818
19312....;...2.......................................................150,649 1,770 1,28
1933......................................................... 14,743j 148,222 1.018

MOTOR VEHICLES

1M.......9 .................................................. 1 226,118 $388,479 $1,621
1931 ....................................................... I 134,88 1mK586 1,182
1933 ....................................................... I 97.889 10378 1, 00

I Source, same u tables I sod I. The last column Is obtained by dividing the third column by the
"eownd one.
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TABLE III.-AU food industries I-Continued

NONFERROUS METALS AND THEIR PRODUCTS

Yetr

1931 ..............................................................
ion ...... I ........................................................

Wage Wages Averaeyearly
earners (thousands) ea ts

31t 741 $4,47 $1,40
20 35 240i 177 1,1W0
1A 18271 1K6,722 M8

PRINTING AND PUBLISHING

11 ............................................................... 4 630 1,717
3................................................................1 2137 M 72 1 ,

STEEL WORKS AND ROLLING MILL PRODUCTS

199 .......................... ........ 394,57 W%9016 1 ,740
1931................................................ ....... 284634 338,387 V ,29
1933 .............................................................. 76,847 25%8, 903

TEXTILES AND THEIR PRODUCTS

1929 ................................................... .......... 1,707,76 1,733,031 I 1,015
1931 .................................................... ...... .. 1, 42A 803 1,238,17J 871
193 ................................................................ 1,474,325 1,017,301 6%

WOMEN'S CLOTHING

193.................................... ............ 187,500 24383 1,301
1931 93 ......... .................. 173,890 I29,187 1,088

13....... ............................................ 1,8 3 127,4 1 797

COTTON GOODS

19.............................................. ........... 424,916 324,299 763
19631 ............................................. ..... ..... 329,962 219,9 M668
1933 ............................................................... 379,443 21,384 570

KNIT GOODS

12 ............................................................... 2A 48 214.714 1,01t
1931 ................................................................ 17,011 149,589 840
1933 ................................................................ 189.606 130 36

SILK AND RAYON GOODS

12 9 ............................................... 1
1931 ................................................................
193.......................................................

110,467 117,847 1,054
109,22 •7,11 87110,32 1q -R110 672

SPECIAL MEMO ON COAL MINING

The problem of the coal industry is not simply a result of the present great
depression. Progressive unemployment and decline In wages began in the years
preceding 1929. The data given below show that coal miners in the bituminous
and also in the anthracite fields have been exposed to severe unemployment and
wage cutting for an even longer period of time than workers In other industries.

In all, about 325,000 miners were dropped by the coal industry in the 10 years
between 1923 and 1933, according to figures from the United States Bureau of
Mines, shown in table IV. In 1923 the soft-coal industry employed 704,793
workers while in 1929 the figure was 502,993. In 1932 the number employed in
soft-coal mines was 406,380. In 1933 total employment was still only 418,703
in the bituminous industry. In other words, 280,000 men who had jobs in this
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Industry in 1923 were out of the industry in 1933. Nor do preliminary figures for
1934 Indicate much improvement In employment.

TABLE IV.--Areraga number of men employed at mines in operation

1923 ------------------- 704,73I 1931 ------------------- 450,213
1929 -------------------- 029931 1932 -------------------- 406,380

93 ---------------------- 493,22 1933------------------- 418,703

Anthracite mining dropped about 40,000 men between 1923 and 1932. From
157,743 workers employed in 1923, the number fell to 151,501 In 1929 to 139,431
in 1931, and then to only 121,243 In 1932. The Index of employment in anthra-
cite mining in November 1934, as given by the United States Bureau of Labor
Statistics in Trend of Employment, shows employment in anthracite mining
standing at only 60.7 percent of the 1929 level.

About 325,000 mine workers, including 286,000 from the bituminous industry
and about 40,000 from the anthracite industry, are the Jobless mine workers
who eAnnot find work in or around the coal mines of the United States.

A report just issued by the United States Bureau of Labor Statistics under the
title Wages and Hours of Labor In Bituminous Coal Mining, 1933, shows how
wages of soft-coal miners have fallen since 1922.

Here is the summary conclusion of this Government Bureau in reporting the
earnings of miners, loaders, and other wage earners In all occupations In the
Industry, during the early part of 1933:

"The various studies made by the Bureau of Labor Statistics of wages and
hours of labor of wage earners in the bituminous-coal Industry in the United
States show that there has been a continuous decrease in average earnings In the
Industry from 1922 to 1933.

"The amount earned per hour averaged 85.3 cents In 1922, 78.8 cents in 1924,
76.3 cents in 1928, 65.9 cents In 1929, 59.8 cents In 1931, and 41 cents per hour In
1933. The de rease between 192* and 1933 was 60 percent, and between 199 and
1933 was 88 percent." (Italic our empb'tis--L. R. A.)

For miners and loaders, representing nearly two-trs (63.3 percent) of all
the mine workers, the drop in average I uurly earnings was even greater. Where
miners and loaders averaged 91.5 cents per hour in 1922, they averaged only
39.5 cents an hour in 1933. The report points out that this average per hour In
1933 Is 57 percent less than the 1922 average and 34 percent less than the 1931
average.

Miners and loaders averaged $7.03 a day in 1922. By 1931 average earnings
per day had dropped to $4.82, and by 1933 to $3.18.

Yet while wages fell the average time per day spent in the mine increased from
8.3 hours in 1922 to 4.9 hours In 1933. Miners must now spend more time in
traveling to get from the mine mouth to the working face and back, as the mines
in the United States are gradually worked out. Here are a few figures that show
how earnings fell, while hours increased, for miners and loaders:

TABLE V.-Bituminous-eoal mining average hours and earnings of miners and
Wodes, 1922-33

Aver Average hearing A=6ag Average earnings(t~m In(thne in

nnes) Half month Per day mine) Half month Per day

8.3_ $02160 $7.03 1929.............58 $0.98 S 53.0
8. ...... & 64.44 &60 1931 ........ .. . 8 3 .82 4.82

96 .......... &6 1.1 &0 13 .......... 9 2160 1.

But this Government report just issued does not point out that
N. R. A. code wages for miners in 8 of the 17 districts have now been
set at a rate lower than the average for all miners in 1931. Where
the general average 4 years ago was $4.82 a day, the N. R. A. basic
day rate is $4.60 m District C and only $3.80 in Ahbar s, Georgia,
and southern Tennessee.

/
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In November 1934, according to the Trend of Employment issued
by the United States Bureau of Labor Statistics, the total pay roll in
bituminous mining was still only 58.3 percent of the 1929 level.

In anthracite m inng the same Federal Bureau shows total pay
rolls in November 1934 as only 51.2 percent of the 1929 level.

ECONOMIC NOTES

(Labor Research Amwiallon, February 19&, p. 81

Summary of Labor Research Aasociation'# estimate of unemployment in November
1934 (preliminary)

Salaried er-
Wage en Totalearner deednts,

owners

Agriculture.................................................71000 1 1. 070t 000 1,7t9000
Forestry ad fishing .............................................. 3 4,000 ,a 010Extraction of adnerast:

o.......................................................... 19000 4,000 109,000
Metal mining ............................................ . 000 0 1s9o0
Quarries and nonmetal ....................................... N ,000
OOU and gas wls ............................................ A.000 7.000 17,000

Manufacturing and mechanical:
n Uikldng. .. ...................................................................... .. 2.041,000Mannlacturtng ......................................... 629,000 631,000 9,260.,000

"ramportallon and communication:
Railroads (steam)............................... .......................... 621,0 0
T el ne telegraph ............... ............................ 8, 00
Potal Serice ................... ............................ .............. ,000
Aller............................................................ .. . 000

Trade:
Wbokesse, retail s... ............................................................ 90t 000
AD other............ ...................................................... 47.00

Prosessocal Wefi .................................................................. &A 00
Domestic and personal service:

Lsundri s, cleaning, dyeing, et .................. ...................... 60,000
Hots6 restaurants, etc .......................................................... 276.00
AUot~.her .......................................... .......... .. ......... sm000

Public service......................................... ............ ............. 3I.000
Industry not 5pectSM................................... ............ .............. 04il,000
Increase tn number of gainful workers sinc 1930 ............. . ......... 27,0
Deficency In unemployment census, et ........................... 0, 00

Total ...................................................... ......................... 17151,000

'I includes unemployed family labor and farmers.
I Indudes auto repair, railroad repair shops, and independent hand trades.
I Includes automotive agencies.

In this estimate of unemployment part-time workers are as usual considered
as employed. Persons workIng on government relief projects are considered as
unemployed. These workers on special government funds 'were estimated by
United States Bureau of Labor Statistics for October 1934 as follows:

On construction projects financed by Public Works Administration.. 508,000
Emergency work program ------------------------------------- 1,950,000
Emergency conservation work --------------------------------- 392,000

Total ------------------------------------------------- 2,850,000
Excluding these 2 850 000 on special relief and public works, the total com-

pletely unemployed Ln November 1934 was about 14,307,000.
A separate report giving comparison with our 1933 revised estimate Is available

for those subscribers desiring It.
The CHAIRMAN. All right , Mr. Amter. Mr. Nathan Cronheim,

Local Action Committee, Philadelphia, Pa.
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STATEMENT OF NATHAN ORONHKIM, REPRESENTING THE LOCAL
ACTION COMMITTEE, PHILADELPHIA, PA., AND THE PHILA-
DELPHIA CHAPTER OF THE INTERPROFESSIONAL ASSOCIATION

The CHAIRMAN. You represent the Local Action Committee of
Philadelphia?

Mr. CRoN EIm. Yes, and also the Philadelphia Chapter of the
Interprofessional Association, which is a federation of architects,
engineers, chemists, and technicians, all together comprising some
25000 to 30,000 members.

he gentlemen who have spoken ahead of me have gone very tho-
roughly into the manual workers' need for the disqualification of this
bill. I shall present the professional workers' views, that is, those
of the doctor, lawyer, teacher, social worker, architect, engineer,
chemist, technician, artist, musician, and so forth.

To tie in with the preceding speakers, I wish to show that, due to
the inadequate financial return to be given the worker, he Will not
be able to tale advantage of the scientific advancements of the
professions, namely, in medicine, housing, social welfare, and educa-
tion. As far as housing is concerned, we can quote from Sir Raymond
Unwin, who says that we cannot have low-cost houses without unem-
ployment insurance. These things the worker sorely need.

Due to the provisions of this -bill all Government employees are
excluded from the benefits of this bill, hence virtually all teachers and
social workers and many architects, engineers, and so forth, are
excluded.

Most other employed professionals, that is, doctors, lawyers, chem-
ists, musicians artists, and many architects and engineers, are em-
ployees insmaill businesses. Employees in these small businesses are
aso excluded from the President s bill.
. At the present time, the professionals compose one of the largest

of the groups that make up our huge army of the unemployed. Every
one of these men and women, due to the terms of this, bill, are defin-
itely excluded from benefits until such time as they receive employ-
ment. At the present time, the prospects for employment are not
bright.

Finally, the professional worker must keep in touch with and be
thoroughly up to date with the latest discoveries in his chosen field.
This then requires that he must not have long periods of inactivity
unless he receives sufficient funds to proceed with his studies, buy
necessary books and equipment and do this without economic worries.

Even if this, the President's il, were rewritten so as to include the
professional worker, we, the professional workers, would still go on
record against it because its source of income is unsound and its
remuneration is totally inadequate. We stand definitely for H. R.
2827.

The CHAIRMAN. Thank you very much. Mr. Philip Ickler, Port-
land, Oreg.

STATEMENT OF PHILIP ICKLER, PORTLAND, OREG.

Mr. ICKLER. Of course I represent myself. I have lectured through-
out the entire country on the solution of unemployment with great
success. I l ave millions of working men behind my plan. I will
submit the following pr positions for your consideration:
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1. I think the amount of money mentioned in social insurance and
old age bill, S. 1130 is far off from coping with this vital issue.

2. As we have rigit now over 5,000,000 people in the United States
over 60 years of age, which are in need of an old-age pension very
badly.

3. I think the age limit of 65 years mentioned in this bill, S. 1130,
is absolutely too high, and the limit should be brought down to 60
years of age at least.

4. 1'he amount of $15 a month by Federal and State together, $30
a month, will just about take care of three meals a day, but there
is nothing left for rent, clothing, or other needed items.

5. I think the amount to be paid of old-age pension should be at
least $50 a month for persons with dependents, and $40 a month for
single persons.

6. Even the financing of the bill is doubtful, as we have too many
tax dodgers in our country who always find a way to get out of it.

7. For this reason I hereby like to offer a plan of financing the old-
age pension, as well as the unemployment hisurance.

8. 1 venture to say that the machine and the mechanical labor-
saving devices are to a great extent responsible for most of the un-
emplo.yment, as well as from people above 50 years of age holding
their jobs.

9. Therefore I advocate to put a tax on all machines and mechanical
labor'saving, devices which displace human labor. I think if the
i ." neis the catse, the atachirre the,~ should pay by putting a tax
sufficient to take care of part of the financing o the old-age pension
and unemployment insurance.

10. We paved most of the highways throughout the country by a
tax on the machine, an automobile, a license tax. The automobile
and the trucks needed the hard-surfaced roads, so the automobile
and the gasoline had to pay through a tax to build the roads, which was
practical.

11. Now if it was fair to tax the machine (automobile and gasoline)
to pave and build roads why is it not fair to tax the machine for the
misery and starvation wiuch it created by taking millions of jobs away
from the workingman in most every industry throughout the country?
Make the machine pay.
. 12. It is astonishing how much machinery and mechanical labor-

saving devices we have in our country-over one billion-and here is
an absolutely tremendous field for taxation, and I am absolutely sure
we will be able to at least raise over $5,000,000,000 a year, which
will be almost sufficient to take care of the old-age pension and unem-
ployment insurance.

13. And if we tax the machine we will probably be able to eliminate
most of the tax dodgers, as almost every machine has a serial number,
and the Government would hbreby have a good control of all machines
and labor-saving devices by their numbers.

14. I believe in taxing the machine and labor-saving devices b
their cost price, at least I percent of the cost per $100 and up, accord-
ing to the value and the displacement of men in proportion.

15. By taxing the machine and the mechanical labor-saving devices
we would reach most of all the employers and big industrialists, as
they own and control most of these machines.
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16. I further advocate if this machine tax will not raise sufficient
revenue for the old-age pension and unemployment insurance, that all
working men working for a salary or wage by the day, week, or month
should pay 50 cents per week on both items, old-age pension and unem-
ployment insurance, $1 total a week.

17. For the reason that I am advocating that the workingmen should
pay, too, is that he would be fully aware of it that it is his pension and
unemployment insurance paid part of it and have a right to take part
in and of the administration of those institutions. As it is now he

ays to his unions, sick lodges, life insurance, fire insurance, etc if
he wants to get something, why not also pay to the Government in this
particular instance? He has to pay anyhow. I do not care how we
raise the finances, as the consumer always in the last end has to pay
and the working man is the biggest consumer.

18. Most of the Government employees as well as State, county, or
city employees, having retiring pension, which in most cases is 3%
percent from their pay roll, so postal employees, navy-yard workers,
police, and firemen, why not treat all workingmen alike and give them
security and self-protection for old age, as well as unemployment?

19. In my plan which I advocate in my enclosed pamphlet the solu-
tion of unemployment I show in brief and in figures that we will be
able to take care of this old-age pension and unemployment insurance
n a short time in about 90 days at least, for sure to be able to start
pig inside of 1 year on a self-sustaining plan without going into any
indebedness even if the Government woud not give anything to start
with.

20. I also favor any person, if he is a United States citizen, should
be able to draw benefits in any State in the Union or Territory of
the United States of those institutions, when established residence
inside of 1 year waiting time, and noncitizens of the United States
should be able to draw benefits from these institutions if able to prove
he has been a resident of the United States at least for the last 5 years
when applying for such benefits, and also live at least 1 year in that
particular State where he applies for said benefits.

21. I believe the time has come where we should have more uniform
laws all over the States, particularly in this instance as we are living
in a machine age and people are traveling very much from one State to
another; some of them are forced, through lack of work, or sickness,
and many other reasons which therefore should be protected, not to
lose their right which they have established in a certain State, when-
ever to be forced to move into another State.

22. My plan also offers unemployment insurance and well financed
for about five million people all the year through, every week in the
year, $12 a week for a single person and $15 a week for persons with
dependents, wherever unemployed.

23. And our Government should try to expedite this matter so the
institutions can be put in operation at least by January 1, 1936, as the
situation is getting more serious every year, as long as we bring out
more and better machines and mechanical labor-saving devices unem-
ployment will increase.

I hereby offer this in writing to your honorable body for your earnest
consideration, and I am submitting my little booklet to you.
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OLD-AGE PENSION AND THE SOLUTION OF UNEMPLOYMENT

(Revised second edition)

A SQUARE DEAL TO THE Amz~iCAN PEOPLE

FOREWORD

The unemployment problem of our Nation needs serious and immediate
attention towards bringing about a solution. For almost 30 years I have been
obeervipg with growing alarm the progress of machinery, step by step, and its
ultimat- effect upon labor feeling with concern what the inevitable result of
this progress of mechanical labor-saving devices would be and that unemploy-
ment would become a growing menace to the welfare of our country year by year.

Through constant application and thought I have evolved a plan whereby
the unemployment situation could be solved within a few months and I am
convinced that my plan would be successful theoretically as well as practically.
I have also a plan to finance unemployment insurance as well as the old-age
pension on a basis that would cause no hardship under any circumstances. I
think that these two items are vital to the future welfare of our country and if
thpse are solved the farm problem will automatically solve itself, the most im-
portant object, in my opinion, being to form buying power of the masses, which
would naturally bring back normal conditions.

Therefore the unemployment problem Is a very vital question in the economic
recovery of our country. It is earnestly desired of every loyal, sincere citizen
of America that he cooperate to the greatest extent possible in order to assist in
enacting humanitarian laws such as unemployment insurance and old-age pension,
as well as a shorter workday, and to provide funds to finance these acts.

From a humanitarian point of view it Is our duty to take care of this situation
created by steadily advancing civilization and science in form of mechanical
labor-saving devices and Inventions which are yearly taking more and more the
place of human labor qnd robbing ma iqd of hI4 existence. What upsets the
economic system in our country more than anything else, is that we are not
ging along fast enough with the advancement of inventions and the machine.
We are living In a machine age and all we ha veto do to adjust ourselves to the ma-
chine age is to shorten the working day, and provide an old-age pension and
unemployment insurance. Therefore it is the utmost duty of every citizen or
the United States'to pay his obligations to the funds created so that the pnem-
ptoyment insdrance as well as the old-age pension can be properly administered.
What is'needed also is to give more consideration to the regulation of consump.
tion so that everybody will be able to secure the necessities of life, then production
will automatically adjust Itself.

It is'for the benefit of the entire oiuntry to bring a more normal and fafrer
regulated distribution of money among our people. Some may belief c that
they shall never need it but none of us ever know when we will be thankful that
someone helped to provide for just such institutions, as the depression that our
country is suffering at the present proves-that we never know when we win
become rich or poor--so we must do everything in our power to cooperate with
good will, idealistic, patriotic, and humanitarian spirit--then there will be rio
burden upon anyone and pauperism will cease.

To curb the unemployment problem and its steady increase through con.
tinuous, scientific inventions of mechanical labor-saving devices, I hereby offer
the following plan for solving the unemployment situation.

PHILIP'ICKLER,
408 8. H. Salmon Street, Portland, Oreg.

OLD-AGE PENSION AND A PLAN TO SOLVE THE UNEMPLOYMENT PROBLEM

It Is very necessary that the working day should be shortened to at least a
compulsory 6-hour day; and In industries that never stop operating, and where
there are shifts, 3 compulsory 6-hour day should be installed to create a fourth
shift.

1. All men of 60 years and over who work for a salary or in any paid position
should be retired within 30 days and automatically pensioned from then on
continuously until death.

2 Then every year, I year to be dropped from the old-age limit of 60 years and
the individual pensioned-thls to be continued until we reach the age limit of
55 years.
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3. Any employee, private or Government, who is drawing a pension through

military, postal, or other service, equal to the average wage scale of a workingman,
should be retired from his employment at once.

4. All families where the head earns $35.00 a week or more, either the husband
or wife, should be Investigated and only one allowed to work, excepting their
children above 18 years of age, and the children not to begin work until fully
18 years of age.

5. A compulsory old-age pensl n lw should be enacted by the Federal Govern-
ment and an old-age pension fund should be created by collecting revenue from
some source. All revenue should be collected by the Federal Government, also
all old-age pensions should be paid and distributed by the Federal Government.

6. An old-age pension of $50 per month for a married man with wife or depend-
ents, and $40 per month for a single man would be a fair amount.

7. A compulsory unemployment insurance law should be enacted by the Federal
Government and an unemployment insurance fund should be created by collecting
revenue from some source. All revenue should be collected by the Federal
Government as well as all insurance moneys paid and distributed.

8. The unemployment insurance amount paid weekly can be $16 for a married
man with wife or dependents and $10 per week to a single man.

9. If an approximate unemployment insurance of $12.50 per week is paid per
man to 5,000,000 men the amount would be $3,200,000,000 per year, 5 percent
of above amount for expenses, such as office help, stationery, etc., $162,500,000;
total per year, $3,412,500,000.

10. If an approximate old-age pension Is paid of $45 a man per month to about
5,C00,000 men it would amount to $2,700,000,000 per year, 5 percent of above
amount for expense, such as office help, stationery, etc., $155,000,000; total per
year, $2,835,000,000.

PLAN FOR RAISING FUNDS FOR UNEMPLOYMENT INSURANCE

1. Two billion dollars in welfare bonds should be sold by the United States,
bearing 2 percent interest per annum. The revenue that Is realized from the sale
of these bonds should be used to begin paying the unemployment insurance at
once, and to continue paying until other means are found to raise revenue to
cover the continuous paying of unemployment insurance. These bonds should
be retired from revenue or surplus revenue that is collected for said unemployment
Insurance.

2. Every workingman or employee working for a salary is to pay 50 cents per
week every week, if working or receiving unemployment Insurance until he arrives
at the age where he retires and his old-oge pension beings.

3. Coisidering that there are 40,000,000 employees, the approximate yearly
revenue thus derived would be $1,040,000,000.

4. A tax to be levied upon every mechanical labor-saving device or machine
to the extent of $1 per $100s represented by its cost when purchased new, and
50 cents per year for 2 years thereafter, then 25 cents yearly until out of use.

5. A $1 tax to be levied upon every mechanical labor-saving device or machine
citing from $50 to $100 when purased new, and 50 cents per year for 2 years
theater, then 25 cents yearly until out of use.

8. A 75-ent tax to be levied upon every mechanical labor-saving device ormachine costing from $25 to $50 when purchased new, and 36 cents per year
for 2 years thereafter, then 25 cents yearly until out of use.

7. A 50-ent tax to be levied upon every mechancl labor-saving device or
machine costing from $10 to $25 when purchased new, and 25 cents yearly for 8
years thereafter, then the tax shall cease in this particular rate.

8. Approxmate revenue thus derived from all mechanical labor-saving devices
and machinery year%, $2,500,000,000, 1. e., considering that there We about
500,000,000 iabor-s rig devices or machines employed and taxed at an average
ofj$5 each.
Revenue raised of items 2 and 3 ........................... $1,040,000,000
Revenue raised of Items 4, 5, 0, 7 .......................... 2, 500,000, 000

Total ............................................. 8, 540, 000, 000

PLAN FOR RAISING FUNDS FOH OLD-AGN PENSION

1. Two billion dollars in welfare bonds should be sold by the United States,
bearing 2 peieent Interest per annum. The revenue that Is realized from the
saleof these bonds should be used to begin paying the old-age pension at once
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and to continue paying until other means are found to raise revenue to cover the
continuous paying of the old-age pension. These bonds should be retired from
the revenue or surplus revenue that is collected for said old-age pension.

2. Every workingman or employee working for a salary is to pay 50 cents per
week, if working or receiving unemployment insurance, until he arrives at theage where he retires and his old-ago pension begins.

3. Considering that there sre 40,000,000 employees, the approixmate yearlyrevenue thus derived would be $l,040,000,000.

4. A tax to be levied upon every mechanical labor-saving device or machine
to the extent of $1 per $100 as represented by its cost when purchased new, and
50 cebts per year for 2 years thereafter, then 25 cents yearly until out of use.

5. A $1 tax to be levied upon every mechanical labor-saving device or machine
costing from $60 to $100 when purchased new, and 50 cents per year for 2 years
thereafter, then 25 cents yearly until out of use.

6. A 75-cent tax to be levied upon every mechanicel labor-saving device or
machine costing from $25 to $50 when purchased new, and 35 cents per year for
2 years thereafter, then 25 cents yearly until out of use.

7. A 50-cent tax to be levied upon every mechanical labor-saving device or
machine costing from $10 to $25 when purchased new, and 25 cents yearly for
3 years thereafter, then the tax shall cease in this particular rate.

8. Approximate revenue thus derived from all mechanical labor-saving devices
and machinery yearly, $2 600,000,000, 1. e., considering that there are about
$500,000,000 isbor-saving devices or machines employed and taxed at an average
of $5 each.
Revenue raised of items 2 and 3 -------------------------- $1, 040,000,000
Revenue raised of items 4, 5, 6, and 7 -------------------- 2, 500,000, 000

Total -------------------------------------------- 3, 540, 000, 000

WHY THE WORKINGMAN SHOULD CONTRIBUTE HIS SHARE

I have considered the raising of revenue to create and maintain unemployment
Insurance and old-age pension funds and have tried to find a way of doing so
without taking anything from labor, but this is hard to do for the following
reasons:

First, labor is the real beneficiary.
Second, when labor desires consideration it must in return give consideration

in order to retain its independence as a factor and so give it the right to demand
and receive. In so doing the feeling of receiving charity would be avoided,
which at the present Is the lot of the workingman; he must beg for something that
is his rightful due, and is forced to wait until the institution or its administrator
gives him the necessary aid with the added considerable humiliating proceedings
and much favoritism.

Unemployment insurance and old-age pensions paid to workingmen without
their original individual support and contribution would have more the appear-
ance of a dole than an unemployment insurance or old-age pension provided for
by himself.

Many workingmen are now carrying sick benefit, life Insurance, and death-
benefit Insurance either with lodges, unions, or insurance companies.

Therefore, if the workingman pays his share toward maintaining unemploy-
ment insurance and old-age pension funds he is certain of receiving the benefit
of either one as occasion arises, without recourse.

One of the best reasons why labor should pay its share toward the mainte-
nance of the unemployment insurance and old-age pension funds Is that the oppos-
ing factors would be removed that are objecting to these institutions, namely,
the employer the middle class, and to a certain extent, the Goveinment. These
factors would realize that labor Is contributing its share toward the bill and is
therefore entitled to the benefits derived from funds provided by themselves in
cooperation with the employer.

WHY THE MACHM aROULD 1H TAXED

First of all, the machine is a great party to the cause of the unemployment
problem, as It steadily usurps more and more the place of human labor In nearly
every industry.

Hence, the machine, being the greatest factor in increasing unemployment, it
should be compelled to contribute its share toward creating revenue fo unem-
ployment insurance and old-age pension by placing a tax on all machines and
mechanical laor-saving devices. Through a (license) tax on the machine,
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(automobile) many highways were paved. Why not tax the machine to pay the
unemployed and the aged?

Since the machinery and mechanical labor-saving devices are principally
owned or controlled by the employer, the employer is thus instrumental in
paying his due share toward the maintenance of unemployment Insurance and
old-age pension funds.

We should by no means try to drive the machine out of existence, but mankind
in general should derive the most benefit out of its proper regulation. Let man-
kind control the machine and not the reverse and let humanity still be the master
and superior on earth.

WHY THE FEDERAL GOVERNMENT SHOULD CONTROL UNEMPLOYMENT INSURANCE
AND OLD-AGE PENSION FUNDS AND THEIR ADMINISTRATION

The working class of people or any other class of our country as one might
call them, have time and again had sad experience to their disaavantage in all
matters as related to guarantees such as sick benefit, death benefit, life inS r-
ance, etc., in their own lodges, unions, or private insurance companies as well
as old-age pension or job Insurance in Industrial plants by their employer.

There have been too many failures, some due to Insufficient influx of new
members, business depressions, panics, or an epidemic of disease.

These conditions cannot as easily affect the Government-at least not to a
point of complete break-down or banktupty, as there will always-be govern-
ment of some form, even though changes should occur through wars or other
causes.

To make unemployment insurance and old-age pension a Federal compulsory
act and not a State affair is to save expense In administering said institution as
well as in collecting and distributing funds, and it would make possible a uniform
law for all States.

Traveling in this mechanical age is more pronounced than ever and is increas-
ing steadily. People move from one city and State to another, some for business
reasons, others for climatic or health reasons, etc.

Thus, if these Institutions of unemployment Insurance and old-age pension are
State-controlled each State would have its individual restrictions and regulations
as regards beneficial limit to these funds demanding certain lengths of resident
establishment before the individual would be eligible to receive insurance or pen-
sion. All of this would naturally cause considerable injustice. As a matter of
fact in various States right at the present time citizens must be residents for
15 years before they are entitled to pensions or privileges of that nature.

For example, some citizens stay in a certain State for about 10 or 15 years
then, becoming ill their doctor advise" change of climate to another State best
suited to the particular malady. In such event the, citizen would perhaps lose
his right to the benefits of the institutions which he helped build while a resident
and taxpayer or contributor to such fund. Some States have laws so provided
that when the citizen leaves said State he automatically loses his legally estab-
lished residence and all the benefit. attached thereto.

Therefore, Institutions of such far-reaching scope and nature as the unem-
ployment Insurance and old-age pension should be enacted and administered by
the Federal Government.

It is only just that every citizen of the United States be at liberty to change
his residence and travel at will without losing advantages attached to permanent
locations in this particular instance since traveling is growing considerably more
extensive. Why do we have railroads ships, automobiles airplanes, etc., if
not for travel, which as time goes on make our country as well as the world seem
smaller and smaller.

Centralization Increases with civilization.
Approzimate etimations of revenue and tzpenditures accruing in administering

unemployment insurance and old-age pensions

Revenue to be collected for unemployment Insurance -------- $3, 640,000, 000
Revenue to be collected for old-age pension ---------------- 3, 40,000,000

Total ............................................. 7,080,000, 000
Allowance for expense, office help, etc., 6 percent of above

amount ---------------------------------------------- 354, 000, 000

Leavewbalance of revenue -------------------------- 6, 726, 000, 000
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Appr oimatJ utsiao of rersauee and expenditures wcruing in admlnsisring
unemploymin surance and od-age pensions-Continued

Unemployment Insurance to be paid --------------------. $3, 250,000,000
Old-age pension to be paid -............................... 2, 700, 000

Total --------------------------------------------- 5, 950,000,000
Allowance for expense, office help, etc.f 6 percent of above

amount ------------------------- ------------------- 297, 00, 000
Total amount of exjense ---------------------------- % 247,600

Total amount of revenue collected------------- 6,720000, 000
Less total amount of expense, etc ----------------------- , 247, 500,000

Surplus revenue left for year ----------------------- 478, 600, 000
Approximae utimation oj number of rechanial labor-saring devices or mehinu

Rot in operation
Automobiles ..............-.................................. 30, 000,0
Trucks .. d..er.---------............... . . ,.------------ -...- 10 000,

tore gand farm machi nery--..- --................ .... 0,
.acuum meaces....-..-- --------------- -....... 2 0 0_ UMt cleaers. -- . ........... .- " ....... .. '.. 60 000 0

rgerator ., . ..... ......... .....-........... 1 000Ty~wrr,.. ........... --.. ........... -2...... 4 ; 9_
ist cs----------------------------------- 20,00,0

Id s e e. .... .. ... ............... 6 ,O J 0

wIn su ng, to may be from perfect,
I ot tig 't w oweverIthinkt tI have given

unemployment pro I feel oon-.

Idu fro Wall of U nit r IS min brotherly
In Patrot 1 . coo ateto fullest extent.
If ernestly desire 0 lvd,su Isat e st ayconfronting
us, e must face facts.

u c tiourc the t amounts of
rev( ue to be ft r a taes to laced upo mchinery ad

c we Icolls ving d as to ex amounts t labor should
recel which dbef o rnalivin onoditi and not so high
that it ouldim nepeg t enpap we theshorteningof
thewor y. uh et haveto tedfro to me to make
allown or the furthP r on asehang me necessary.

Theret I offer the or oin u the oyment problem for
the approv my fellowmien, w elfare I ha t heart, subject also tothe approval G overnment. .. ,.

I have been a ber of organised labor f year, continuously and still
am. During this vs attend great gatheuings, suh an lectures
conventions of man de la r union, American Federation of
Labor, frt Io .b ss orgnsatlons, conventions of different poUtiol
parties, and even /ous congresses, and I have constantly made efforts to
learn and improve and gain thereby, benefits for myself as well as my fellow men,
and thus I have taken he privilege of offering this plan. PeilIP ICKLUR.

4028 . E. SALMON 8533,
Portland, Oreg.

(If you have read this pamphlet and th. plan appears praettesl to you or
meets with your approval tan write to your United attes Senator and United
States Representative In Washington, D. 0., and ask them to take aetlou along
these lined. This Is the most direct way to got results.)

Senator COUXZNS. Ard there any other witnesses? If not, we will
adjouni until 10 o'clock tomorrow morning.

(Whereupon,.at the hour of 11:55 a. m., the committee adjourned
until 10 a. m. of the following day, Wednesday, Feb. 20, 1935.)
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WEDNIBDAY, FEBRUARY 20, 1985

UNITED STATES SENATE,
COMMITTEE ON FINANCE

Wlahingfon, 1. 0.
The committee met, pursuant to adjournment, at 10 a. m. in the

Finance Committee room, Senate Office Building, Senator Pat
Harrison (chairman) presiding.

STATEMENT OF DR. ROBERT R. DOANE, NEW YORK CITY,
REPRESENTING OLD AGE REVOLVING PENSIONS, LTD.

The CYIAIRmAN. Dr. Doane, the other day when Dr. Townsend
testified he said that he would like for you to furnish certain data to
the committee. You may proceed in your own way. If you have
that data and just want to put it in the record, it will be all right.

Mr. DOANE. Mr. Chairman and members of the committee,
Dr. Townsend asked me to make a statistical study based upon exist-
ing levels of trade and levels of production in this country, to see
what possible amount of money might be collected as the result of a
2-percent general sies tax. I am appearing before this committee
at the request of Dr. Townsend in that capacity, not especially as an
advocate of the Townsend plan, or any plan, or as recommending
any particular form of taxation.

The CHAIRMAN. You stated betore the House committee that you
did not advocate the Townsend plan.

Mr. DOANE. I am not advocating any plan. I just made a sta-
tistical study. I was employed in my professional capacity.

The CHAIRMAN. I gathered that information from your testimony.
Mr. DOANE. That is right. Now I have here a table which I

prepared, of which I can give you copies.
1168O-I5-79 1243
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(The statistical data referred to by Dr. Doane is as follows:)

TABLE I.-Estiafed a:ccumulclive effect of turn-over tax at S-percent rate on physical-
goods transactions (monthly basis) I

(Millions of current dolL.A ]

I. Raw material:
Farm p rduc .....................................................
Forest produs ....................................................
Fisheries.
Mines. quaur ...................................................
TOWt .........................................................

2. Manufacturing:
Cost s mater ona ..................................................
Plus added tax ...................................................

Ttal coot ........................................................

First turn-over (ta) ...............................................
8e d turn-over (tas) .............................................
Third itor-over (tax) ..............................................

Total tatx ..........................................
Original cAt .......................................................

Total cost .......................................................
Value added .......................................................
selling val .......................................................
Pius 2-percent tax ..................................................

TotO paid .......................................................

3. Wholesale:
saw ...............................................................
Plus 2-percen t tax ......................................

Value goods sold ..................................................

4. Retail:
lus k,...... .................................................

Plus 2-percent tax...............................................

Valise goods sold .... ......................................

Orl-ijsl egeregate .......................................................
Tolexpe d taxes. ......................................
Consumer collections in additin ...............................

5454.0$ 0
as. 011.0rA0

75a Q

1.0
1,535,0

3X.7
37.4
312
3122

1, 947.2I, 630

3,627.2
72 6

3,6" 7

,17. 1

,173.7
4,3.5

,217.2

8,75a 0

1122

7,5..........

.......... ...........

53.3 ..........

.......... 8.

..........

..........

..........

..........

..........

$& 9,
..........

108....

Graa c tetal .....- ..........At annual rate of ....... .............................................. .... 1..........

3 Computed on 1931 b&L. AU figures from ofelal census and Overament bureau reports.

TABLE I-A.-Maimum theoretical possibilities under R-percent turn-oVer Iaz

Selected items Ad prodtx r and All expenditures, Algrosts-
given in consumer es. Ic 0T actIons an n trans-

table I penditures cment and fers
Institutions

Estimated annual i1.35edUectlous. $4,000000,0O K0,000,000,000 5300006000 f WAOD 000
Estimated annual coled Ion., 1929

b a i ........................... $7, 50, 000, 000 81 000,000 ,OOO , OWM,. 518400,0 ,0oM0
Fstimated loease In prices

percent.. 1215 20 4.
AnnuaJ volume of trnjacelons:

0 .................... . M4,0,0W0 00 $242,000,00,0 51,0o ,,000i
19............. $S000,0OK000 $37f00060000000 59%000000D,

..........

..........
2A 3
AA 10I.......... I I,. .... ......
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Mr. DOAN.. Table I deals with the estimated accumulative effect
of the turn-over tax on the 2-percent rat# on physical-goods trans-
actions, on a monthly basis, at current levels of production. I might
say that these figures have beeh taken from tht Biennial Census of
Manufacturers from estimates of the Bureau of Agricultural Eco-
nomics, from the wholesale and retail census of distribution, covering
the year 1931, with a slight adjustment, bringingit down in accord
with the production and'the minimum index of the Federal Reserve
Board at the present level.

We find, on an average, the current value of farm products now
moving into the market on a monthly basis of $484,000,000; forest
products, approximately $20,000,000 per month; fisheries, $11,000,-
000; mines, quarries, and oil wells, $235,000,000; making a total of
raw materials in terms of current monetary value, some $750,000 000

In the third column of this table you will find the figure 15. That
is $15,000,000. That is the estimated 2-percent tax on the $750,-
000,000.

Item no. 2, covering "manufacturing costs of materials", is approxi-
mately $1,820,000,000; plus the added 2-percent tax given under
item no. 1, bringing the total cost to $1,835 000,000.

Now based upon previous studies of the Biennial Census of Manu.
facturers, we find an average turn-over of materials in process of
fabrication and so forth, of about three times. I have, therefore,
allowed the first turn-over, 2 percent, on the $1,835,000,000, or
$36 700,000.

The second turn-over, $37,400 000; the third turn-over, $38,100,000;
making a total estimated possible tax collection of $112,200,000.

The CHAIRMAN. That is on the first turn-over, $112,000,000?
Mr. DOANE. That is the accumulative three turn-overs, after the

goods are in the manufacturing process. Now the total original cost
as we found in item 2 at the top of that column, $1,835,000,000, added
to the $112,000,000 brings the total cost up to $1,947,000,000.

In the fourth column in this table we have included the percentage,
the estimated percentage mark-up or additional cost cue to the
levying of a 2-pertent tax. In this instance, after these three turn-
overs, we find the cost has moved up approximately 6.9 percent.
Now the value added to manufactures of $1,680,000,000, brings the
total selling value on a monthly basis up to some $3,600,000,000, plus
the 2-percent tax of some $72,500,000.

The wholesale volume of goods moving into the market at current
levels has been estimated at approximately $2,600,000,000, with an
estimated 2-percent tax of some $53,000,000.

Retail sales moving in at the rate of $2,173,000,000, plus a 2-percent
tax, bringing in another estimated $43,50,000. That gives a grand
total of $296,500,000 tax.

Now on other consumer taxes, for recreational expenditures and
other services, there is an estimated $40,000,000 in addition. That
$40,000,000 is contained in a paper I presented before the Ways and
Means Committee last Tuesday, table 2 of that record. That makes
a grand total estimated monthly collections of some $336,800,000.
If we multiply that by 12 we find a possible maximum collection of
some $4,000,000,000 per annum. In my estimation, under an
accelerated production, that $4,000,000,000 is probably a trifle low.

.1245
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We might collect a little more than that. Each month probably the
volume will be a little higher. It might go as high as $5,600,000,000.

Now at the top of this sheet, table I-A, we have given some
estimates based on the 1935 basis; and also on the 1929 basis of pro.
duction. As I have said before, table I, we find indicated there
$4,000 000,000 possible collections. On the 1029 basis it would be
around $7,500,000,000. Now, if we would include all producer and
consumer expenditures, which involve naturally the duplications, the
figures would stand respectively as $6,000,000,000 and $12,000,000,000.
When we get up to all gross transactions of every character, at present
levels, the maximum figure would be $9,600,000,000, and on the 1929
levels a approximately $18,700,000,000.

Brie fly suing up the returns from a 2-percent tax as set forth
in detail in table 1, which includes the tax on raw materials, manu-
facturing, wholesaling, and retailing on total monthly transactions of
some 8 million dollars monthly, while the estimated increase in the
cost of goods due to the' tax has been placed at approximately 10
percent. That will be found in column 4, table I. The total esti-
mated revenue from the tax on this limitedlist approximates 4 billion
dollars monthly at present levels, without giving consideration to any
accelerated movement of trade; while an identical tjxon all trans-
actions would return 9 to 9% billions of dollars per year at present
levels of production.

The estimated increase in retail price 9f goods, based on experience
of other nations, would be 10 percent; while the volume of trade ex-
pectancy could increase 25 percent nionthly for the first few months,
after which the increase would be at a decrescent rate. A continua-
tion of this stimulated volume of trade could be expected under nor-
mal conditions until the revenue derived from the tax could mount to
$26 000,000,000 per year, but .that would be in the future.

This form of taxation, if uniformly 'applied, could easily through
possible substitution, decrease the tax liability now imposed on real
property with'a consequent material increase in capital value.

The social security envisaged in the Townsend plan is undeniably
a challenge to our modern economy. It seems thdt if we accept as a
sound business principle a 2X-percent annual depreciation charge
against our capital ent of brick, mortar, steel, and so forth, it
is natural that mankin should accept a like charge annually against
our human resources.

That is all I have to say.
The CHAtIRMA. Dr. Done, did you finish your statment?
Mr. DOANE. I did; yes.
The CHAIRMAN. I wanted to ask you a question or two. Now your

estimate, on the 2-percent turn-over,, would be approximately
s5,000,000,000, or a little less. It may be around 4 or 5 billion dollars?

Mr. DOANE. That is right.
The CHAIRMAN. Well, of course, you are familiar with the fact that

France, with a 2-percent turn-over tax and with a population of
42 000,000, collected approximately $300,000,000 a year.

Mr. DONE. Yes.
The CHAIRMAN. You have ascertained that from your investiga.

lions, too, haven't you?
Mr. DoANz. I do not know the exact amount of collections.
TheCHAIRMAN. That is taken from the reports.

.1246
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* Now that is a population of 42,000,000. If you had three times
that many people, as you have in the United States, it would come
to about $900,000,000. .Now; in view of that experience, in view
of that record, on the 2-percent turn-over, your figure is a little
inconsistent, your'statoment that we can obtalnin this country, on
a 2-perceht turn-over tax, 4 to 6 billion dollars, isn't it?

Mr. DOANE. I have assumed that the tax would be placed on all of
theso goods the physical goods, and r have given the mathematical
and statistical presentation only. . There may be probably some
eliminations or some exemptions. 'I haven't taken that factor into
consideration. ...

The CHAIRMAN. You haven't taken the factor of the experience of
France with the 2-percent turn-over tax and the population of
42 000,000, into consideration?

%r. DOANE. What are the eliminations in France? I am not
familiar with them. Is that taxlevied oh. all physical goods?

The CHAIRMAN. It is a 2-percent turn-over tax. I do not know
whether there are any eliminations or not. Mr. Parker, can'you tell
1110 that?

STATEMENT OF L. H. PARKER, 0HIEF OF STAFF, JOINT COMMIT-
TEE ON INTERNAL REVENUE TAXATION

Mr. PARKER. There are very few eliminations. There are several
things that bear a higher rate, like luxuries. It is true that when an
article is sold on a commission, only the commission is taxed. The,
tendency of the French turn-over tax htqs been, of course, to cause
rather more business by way of commission, because you pay then,
the 2-percent turn-over tax on cominissign not on the cost of goods,
plus the mark-up, . In other words, if a wholesaler does business as
a commission merchant be 9ayes a lot'ot money in tax. But the"
French tax strikes nearly everything. There are some exemptions.'

The CHAIRMAN. Is it quite similar to the tax in Gemany?
Mr. PARKER. The report. on double t~aitifin contains a brief

description of the French system.
(Mr. Parker subsequently subwittal. rhoe follwng:)

REPRINTED FROM DOUBLE TAXATION XPORT MADE PY A SAUCOMMIT-TEH O 'TU
- C OUITTEE ON WAYS AND MEANO, PA69 22

The present tax, enacted into lAw in 1920, oons!Ate of q 2-percent levy on gross,
recelpts from sales within .anW Imports nt 9 -France, a 2-percent levy on gross
commissions and other prrceif. frton thd sAld of commercial services, a luxury
tax at varying rates on sundry articles, a production tax of 2% percent on bales'
and imports of coal, a production tax of 3% percent on sales and import of,
fertilizers, a slesughterhouse tax at varying rates and special Importation taxes
on tea, coffee, automobiles, sulphur, andsugar. The French turn-over tax permits
of pyramiding. I

The CHAIRMAN. Is the 2-percent turn-over tax in France quite
similar to the German 2-percent turn-over tax?

Mr. PAnKER. Yes; I think the French tax is a little more all-inclu-
sive than the German tax.

The CHAIRMAN. Now I willask you, )r. 1)oane, with reference to
Germany, which has a population of approximately 64,000,000.
They have this 2-percent turn-over tax, and their experience is that
they obtain in revenue $245,000,000 a year. The population of this
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country is a little more than twice as much as that of Germany.
On that same basis it would be around $490,000,000 in this country.
Is that not a little bit inconsistent with the figures that you gave,
in view of the records of those countries?

Mr. DOANE. Well, I haven't looked into all of the transactions, of
course, covered by the other countries, and the relationship of the
monopolies taxes, which might cause certain eliminations.

TheiCHAIRMAN. Anyway, if there were 10,000,000 people in the
United States 60 years of age and over who were going to obtain this
$200 a month, or $2,400 a year, if all of them took it-and it is the
object, I think, that all of them take it, because it invites those who
have jobs to give up their *obs so that other people can take those
jobs and they can obtain the $200 a month or $2,400 a year-that
would amount to about $24,000,000,000 a year. That is right, isn't it?

Mr. DOANE. Yes.
The CHAIRMAN. Has Dr. Townsend made a suggestion to you as to

how you are going to get the difference between the $24,000,000,000
and the 4 or 5 billion dollars that you say under those figures we might
obtain from the 2-percent turn-over tax?

Mr. DOANE. It has been suggested I think and I have read the
previous testimony of Mr. Hudson before the Ways and Means Com-
mittee several days ago, by placing a 2-percent tax on what he referred
to as total transactions, taking the peak year 1929 of some one
trillion two hundred billion dollars worth of these transactions, which,
I understand by referring to their testimony, the estimate of Mr.
Goldenweiser, of the Federal Reserve Board, debits against individual
accounts, figuring 2 percent of one trillion two hundred billion of
dollars would be, $24,000 000,000. But at these levels of course we
do not have even probably more than one-third of that total trans-
actions. Talking ith Dr. Townsend, just in private conversation,
I think that he is assuming that we will in the future again get back
up to those levels.

Senator CouzENs. That would contemplate the tax that you re-
ferred to as the tax on service transactions?

Mr. DOANE. A tax. on- all transactiols.
Senator CouzsNs. You haven't, in this minimum, included any

tax on service transactions?
Mr. DoANz. No; I lave not.
The CHAIRMAN. I think that is all, Unless some members of the

committee wants to ask questions. Thank you, Mr. Doane.
At this point I desire to place in the record a number of state-

ments, letters and briefs presented by individuals and organizations
interested in S. 1130.

AMURICAN Homst EcoNoMIcs AssOCIATION,

Senator PAT HARRISO, February 14, 193.

Chairman enate Commiies on Finance,
United EStates Senate, Washington, D. V7.

DZAR SE.ATOR HARRIsON: The American Home Economics Association has
for years recognized the Importance of the health of mothers and Infants to the
welfare of the family. It considers that these must be recognized in any worthy
program of economic security.

The association heartily endorses the provisions for maternal and infant health
Included In the economic security bill. It considers that this type of service
devoted primarily to reducing the family catastrophe of maternal and infant
mortality and to building positive health is in valuable in promoting the economic
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security of the family and In reducing the burden of needlessly broken homes and
mothrless children.

Thece provisions for maternal and infant health are positive and constructive,
desIgneJ '-auecially through their conservation of maternal life and health to make
possible the oare and security of numberless young children under normal home
conditions. Without such safeguards, many children would be robbed of what
we bold to he the birthright of every child, rich or poor.

We urge that the provisions on maternal and child health as Included In S. 1180
be retained in an effective form in the economic security bill reported by the
,Senate Finance Committee.

Respectfully submitted. HARIIIET R. Hown,
Vice chairman, Legislative Committee.

THE NATIONAL EDUCATION ASSOCIATION OF THE UNITED STATES,

'The Honorable PAT HARRISON Washington, D. C., February 19, 1935.

The United States Senate, iashipgton, D. C.
My DVAn SENATOR: I have received a number of requests from teachers and

citizens interested in the economic welfare of teachers, king to what extent, If
any, teachers are Included in the economic security program.

Dr. William G. Carr, director of search of the National Education Association
has made a thorough Investigation of this field and has prepared the enclosed
statement entitled "Public School Teachers and Economic Security." This
statement covers the facts insofar as this branch of public service Is concerned.
I am taking the liberty of sending this to you for the Information of your Commit-
tee on Finance, and I respectfully request thrt the statement be Included In the
printed report of the hearings on the Economic Security Act.

Very cordially yours, WILLARD E. GivENs

PUmLSO SchooL TEACHERS AND EcoNomic SCvRrrY

SUMMARY

The extent to which an occupational group is subject to the economlo hazards
a"rlsIng from old age and unemployment depends on a variety of factors, including:
(a)The probably ty that a partloular hazard, such a unemployment, will occur;(b) the extent to which the occupational group Is Insured against these hazards
by local, State, or national legis Uon; and (e)the opportunity which exists to
-aoeumulate fiaJncial reserve.

Such evidence for one large and important occupational group, the 1,000,000
employees of the Nation's public schools, follows. The teaching profession iS not
now adequately protected against unemployment and old age. Prevailing salaries
are utterly inadequate in many vases to permit the accumulation of reserves
"through private initiative. Since teachers were not included under the industdal
codes many are now receiving wages less than those fixed for factory workers.
Extensive unemployment also exists among teachers. Estimates by the thited
States Office of -Education and special State-wide surveys Indicate that unem-

oyed teachers constitute a group one-fifth as large as employed teachers.
Exising teacher retirement systems do not guarantee 1ld-se security to the
teaching profession because about 40 percent of &H teachers are not included,
because several existing systems hre financially shaky, because many older
teachers have not accumulated any significant reserve, and because the allow-
ances paid are often Inadequate.

These facts suggest that any national plan designed to provide a maximum
amount of economic security for all citizens must not neglect the economic prob.
lems faced by the teaching profession.

NUMERICAL AND SOCIAL IMPORTANCE OF TZACHXRS

Education accounts for over one-third of all public employees and for more than
3 percent of all the Nation's workers. ' 

There are more teachers than there are
carpenters, miners, machinists, bookkeepers, physicians, or lawyers.'

' Commission ot Inquiry on Public Servce Personnel, Report, New York; McGraw-Hill Book Co., 193
pp. 19, 141.USated 8tes Busls of the Census. Population: Occupations by States. WasbInzton, D. C.: Gov.
siment Priatins office. 1913; pp. 6-16.
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The Importance of the teaching profession in American life is not however
limited to statistical measures. Upon the skill, devotion and Intelligence of
teachers depends much of the future social safety and material progress of the
country. It is socially important, therefore, that teaching be made a career
wherein men and women of highest caliber may render distinguished service
without an ever-present fear of future poverty.

COMPENSATION AND OPPORTUNIr FOR SAVING

The average annual salary foi all teachers, principals, and supervisors during
the lasts 10 years has ranged from $1,222 to $1,440.

Highly paid teachers are rare. In 1926, when teachers' salaries were at about
the same average level as at present, less than 1 percent of all school teachers
and executives received over $4,000 and loss than 2 percent received over $3,300.
At the lower end of the scale, over 15 percent received less than $700 and nearly
40,percent received lees than $1,000.

s

Conditions at present are even less satisfactory. Teachers were given no pro-
tection whatever under the National Industrial Recovery Act. As a result, it is
estimated that 1 teacher in every 3 is now paid less than $780 per year.4 

In other
words about 250,000 teachers to whom is entrusted the education of some 7,000,-
000 children receive annual wages below the minimum for factory hands under
the "blanket code" of the National Recovery Administration. With compensa-
tion at this low level, many thousands of teachers have no reasonable opportunity
to provide a reserve against the hazards of old age, Illness, and unemployment.
Furthermore, the lowest paid teachers are not covered by retirement provisions.
Of the 11 States paying lowest average salaries to teachers, only one has a State-
wide teacher retirement law in operation.

The damaging effects of such an outlook on the children taught and on the
teacher's personal and professional morale are clear.

UNEMPLOYMENT AMONG TEACHERS

On January 8, 1934, the United States Ofice of Education estimated that
200,000 certfl ated teachers were unemployed.' There are today some 24,000
fewer teaching positions than In 1932, and the number of trained candidates for
the available positions has definitely Increased.'

Inveqtlgatioyis in several States give further evidence on this point.' Unem.
ployment is not solely a phenomenon of industrial occupations.

RXIINO OLD-AG IROTEOfON FOR TEACHERS

In spite of the low active salaries received by teachers It has been exceedingly
difficult to secure State or local legislation for the protection of these public
servants In their old age. After a hall century of effort, only about 00 percent of
the Nation's teachers are working under any form of retirement provision.'
Stat4-wlde teacher retirement systems exist in less than half of the States of the
Unlon.' Although a number of independent local retirement systems exist, there
yet remain 9 States where no protection under either local or State retirement
systems is available to any teacher.

INaUioalEdurstiom Ajictto. Rseareb DisiOn. Tb. Schedulingof TseaceSalaries. Reseah
sllinS. : 146, May 117. washingtom, D. C.: The Assocation. 5 cents.
* National Edaeston Assocaltion ad Dapartmt of Buperinsdtes Joint Commission on the Erer.

seneyln Education. ,ajor Trend In Public Education. Washington, D. 0.: The Association Occo
Izs94 p. 10. %scents..U, 8. DMpartment of the Intelor, U. S. Ofce of Educatin. ,The Situation In the Schools. January ,

1954. Iliw Imoph1I p.
I Natinal dcation Association and Depatment of Superiatendence. Joint Commission on " er-st
ner In Education. Major Trends Ia Public Eduation. Washington, D. 0.: the Assoctstion, October|g34p 7. 2Icents.
!Jj~ pa Dc~et ot Education. "A Surveyo Overseppis of Teachers as Reflected In the

lacsapenl Agenies o tCalma Teache-Trainl ni Istitutions. Novambor ! 1930.' California
, 1931. Massausetts, Stiles, hester D. reportt on Unemployed Te hers

in the Stats of Mas sachusetts." Weetteld, Miss.: Superitendent olaehoo, Novembcr 194. l p. ew
York, etter dated October 19, 932, frra Arvl lidred, ecutive secrtasy, New York State Teacbers
Assocation. Mr. Ered tilled the Teacher Traiing biuiuion for Iformatlon. Minnesota, State Dt.
petment o Fducation Statistcal Div ion. A Study of Unemployed Elementary Teachers In Minna-
om& 1932 St. Pauli. inn. the Division 193r P. 12

Ia'cr, William 0. "The TecernRatlreenet Movement in the United Se." American School
Board Journal 83; 87438; December 193 1.

' National Education Assocwation, Research Division. "Current Imea in Tecbetr Retlrement."
Research BullUtn S: 68; November 1930. Wasbhington, D. 0.: the Associatlion. 25 cents.
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Furthermore, many existing systems leave much to be desired as far as sound-

ness and adequacy is concerned. Competent investigating committees have
urged early revision and strengthening of the teacher retirement laws in at least
7 of the 22 States where such laws are operative.

The existing systems rarely include the noncertiflcated school employees or
the professional staffs of the State universities and teachers colleges. In only
1 of the 22 State retirement systems were all teachers already in service required
to join the retirement system at its Inauguration. Several of the retirement
systems operate, partly or entirely, on a voluntary bass. Many teachers of
advanced age have been quite unable to accumulate any appreciable reserve
or to take advantage of the opportunities offered by existing retirement systems.
The retirement allowance granted in these teacher retirement systems average
not more than $0 per year.11 This amount is below the average yearly retire-
ment allowances available to industrial employees, municipal employees, and
Federal employees under the retirement systems which now protect these groups.1'
In several States the average allowance p aid is entirely inadequate. One State
system, for instance, paid an average allowance as low as $126 per year. A
special study of teachers who retired in 1930 reveals that In only one State retire-
ment system did annuitants receive as much as half salary; teachers in three
systems received less than one-fifth of their final salary.

STATEMENT BY MISS MARQUIS RoBD, NSWTONVILtZ, MAW.

NATIONAL, STATN, LOCAL, AND INDIVIDUAL REVOLVING FUND TO DEVELOP ANNUITY
IN OLD AGE

Provides.-One Initial endowment to take care of present accrued liability of
age.

Development of fund to make an asset of all age yet to come.
0.. ation.-To function through State and local organizations already existing.
value. dired.-To develop taproot growth toward economic Independence for

-'e individual and give opportunity for him to assume his personal responsibility
in achieving that goal.

To accumulate coUeetive reserves to the end that the age limit may be lowered,
and general welfare increased.

Byprodu .. aluee-Co inuous inventory of.-Local, (a) economic dependence,
(6) chronic illness, ,(c juvenle delinquency.

Money is to the y economic what blood Is to the body personal.
In a democracy there can bo no permanent growth in social security that does

not include understanding and responsibility ou the part of the Individual citisen
of his relation to the financial sotl in which the aggregate and cumulative units
grow in a capitalistic economy.

Every individual tap root toward economic security strengthens national well-
being In the same fashion that, the native Indian bundle of sticks made powerful
the tribe.

"Money-the lifeblood of the Nation,
Corrupts and stagnates in Its veins;

Unless a proper circulation
Its motion and its heat maintains."

-DEAN SwFrT.

OZCURITY YOH CHILDREN

It must not for a moment be forgotten that the core of any social plan must
be the child. Every proposition we make must adhere to this core. Old-age
pensions are in a real sense measures In behalf of children. They shift the rotro.
active burdens to shoulders which can bear them with less human cost, and
young parents thus released can put at the disposal of the new member of society
those family resources he must be permitted to enjoy If he is to become a strong
person unburdensome to the State. Health measures that protect his family
frm sickness and remove the menacing apprehension of debt, always present In
the mind of the breadwinner, are child-welfare measures. Likewise, unemploy-

If HatonWa Eduoation Atsxolalc Committes on Retirement Allowances, Repoet. Wubhto, D. 0.;
?be Asoao, Il 1932. 79 p. oents.

" Nation Education AnsocisUo. Committee on Retitment Alowances, Report. Wuiintoz, D. 0.:
T bAsswctuon, Ju3(i934. 29p. cents.
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ient compesation is a neeure in behalf of children in that it protects the home.
Most important of all, public job assurance which can hold the fatally togetlr
over long or repetitive periods of private unemployment is a measure for children
in that it assures them a childhood rather than the premature strains of the
would-be child breadwinner.

There are at the moment over 7,400,000 children under 16 years of age on tLe
relief rolls. The lives of some of these children, who have never known a time
when their father had a steady job and who, until Federal relief provided the
family with a weak cohesive agent, have known nothing but the threat of bting
scattered, are lost beyond full restoration to their physical and social fulfillment.
Their childhood is already destroyed and their future dark and uncertain. In
this age group are 300,000 dependent and neglected children; 300,000 to 500,000
children who are physically handicapped; 200,000 who come as delinquents an-
nually before the courts; and the 75,000 Illegitimate children born each year.
Special kinds of care must be rovided for them to save them from a future inore
tragic than their impaired childhood.

Most of the children on relief lists are less conspicuously unfortunate, but all
of then% lck at least one major essential for a childhood which will prepare them
in 5 10, or 15 years to be the mainstay of society. Nothing is wrong with their
environment but their partnts' lack of money to give them opportunities which
are taken for granted in more fortunate homes.

With the child, the recurrent productive energy of the Nation, as the "core of
any social plan" in an economy organized on a financial basis, there must be not
only the Indirect Influence of the parent economic state but also direct financial
contacts for the junior Citizen throughout the entire fQrmative period of his
concepts of work and life. That period Is, generally speaking, the same as the
compulsory school period. School truant oJcers from all parts agree that the
desire to "get something of their own" is the b aio cause of a great percent of the
the "dropping out of school."

How can direct financial contact be given to every junior citizen?
First. By considering old-age assistance, not as a pension taken from the bounty

or chrity f others but as a root growth started at the beginning of life.
Th, Met~opoltan Lfe Insurance Co. is authority for the statement that $300

deposited the first year of life will amount to an annuity of $50 a month from the
age of 65 years on.

Second. By applying those figures to I year's birth increase in the United States
(2,000,000) an initial endowment of half a billion would start a revolving fund to
Include every junior citizen in its recurrent movement, and for the immediate
necessity of accrued liability would take care of present old age.

The accompanying data from the Americas hankers Association gives key to
the financial machinery through whith the individual citizen, dqr[vg 4s entice
school period, could pay for his endowment.

To the schools we turn for the fullest trainingpossible of every Citizen. That
is the sole reason for a public-school system. Thus in giving thq 4ehools oppor-
tunity to develop financial reserves, as well as vocational and v.4demic powers,
we would complete the equipment necessary for a developing citizenship.

Except for the national initial endowment the one first fund through which
present age assistance would be rendered, the entire administration and respon-
sibility would belong to the State the coznmuqity, and the Individual.

The plan would work In this wise.
NationaL.-National commitment to the principle of universal opportunity to

develop individual growth toward security In age would be the one Federal respon-
sibility. Expression of that commitment to be made through an endowment fund
that would become seed for recurrent harvest of security throughout the collective
lifetime of every citizen that accepted the opportunity and tried to carry out his
part in it.

S1ai.-In affirming the principle Involved in the national endowment each
0tte would guarantee the continuous revolving of the fund between present age
an ago recurring as the years come on.

Stat adoption of that "guaranty" would entitle a State to its pro rats of the
Initial endowment.

Stae.-That pro rata to be handled through a State trust committee that
would in turn distribute it through old-age assistance organizations already
existing for that work.

Lce.-Loeal community to form committee made up of the mayor, president
of school board, superintendent of schools, ex-officio head, or other representative,
from civic bodies such as Chamber of Commerce. Rotary, Women's PtofesaionsL4
Welfare, etc.
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Schools to handle collection of fund under commercial departments as practical
functioning experience in ttatlr work.

Funds collected to be taken care of by local banks with accounting to schools
and State trust committee, and local committee as State law would determine.

Whenever a junior citizen could not meet the payment on his endowment an
autmatie report would (o to the local committee. Committee to investigate to
find cause and to aid child. Thus local ecor'omlo dependence would be met at
source levels.

In addition to meeting the specific need, there would result the opportunity
for constructive aid that would keep the dependence from growing cumulatively
destructive to both personal welfare, and local financial reserves.

Chronic illnesses that cause dependence-and juvenile crime that piles up
human misery and financial waste-could in time be met at levels of Inception,
thereby giving prevention forces the chance to be employed at a stage when
prevention can really prevail.

"There is no wealth but life."-John Ruskin.
A nation's wealth Is most truly measured by the number of citizens given

opportunity to develop to the fullest the potential capacity of each individual

AMERICAN BANKER' ASSOCIATION
New York,'k. Y.Mis s MASQUIB Ross,

Valtharn, Moss.
My DEAR Miss Ross: Attached is a compilation of figures of school savings

concerning which you made inquiry in your letter of April 6.
The number of' children without school banking opportunity is much too

large. Only by hearty cooperation among school people, bankers, and others
interested in the welfare of our people can this difficulty e overcome.

When you reach New York, I shall be happy to see you.
Very truly, . E ALEJo,

Deputy Manager.

Years of depression, 19*9-51

Number of schools that offer direct banking, 1929-31 ----------- 14,610
Number of schools that offer direct banking, 1930-31 ---------- 14, 628
Number of students enrolled, 1929-30 ----------------------- 4, 817, 888
Number of students enrolled, 190-31 ----------------------- 5030,698
Number of students depositing, 1929-30 --------------------- 4, 597,731
Number of students depositing, 1030-31 --------------------- 4, 482, 634
Amount deposited during school year, 1029-30 ................ $29, 113,003
Amount deposited during school year, 1930-31 --------------- $2 783,610
Interest earned and credited during year, 1929-40 ------------ $1, 299,143
Interest earned and credited during year, 1930-31 ------------- $1 302,211
Amount on deposit at end of school year, 1929-30 ------------- $52, 049,849
Amount on deposit at end of school year, 1930-31 ------------- $50, 744, 840
Number in school between the ages of 5 and 20 years in 1931... 26, 800 000
Number with opportunity for direct banking ------------------ 4, 81f, 80
Junior citizens without opportunity for financial training ------ 21, 982, 39A
Potential amount on deposit if all students banked, 1929-30.._. $321,600, 000
Potential interest on deposit If all students banked, 1929-30.... $7, 145, 287

Direct contribution to depression

Communities (in the red) called on reserve, drew out more than
deposited that year, 1929-30 ..----------------------------- 4

Communities (in the red) 1930-31 --------------------------- 309
The 13,000 employed students of the Central Vocational School of Milwaukee,

Wis., who attend school 8 hours per week, earn more money each year than the
entire system of education costs the city of Milwaukee for all kinds of public
education.

The New York Sun of February 11, 1927 said: "There were 63,000 part-time
vocational students In New York City and they earned annually, while attending
school more than $45,000,000." (Federal Board of Vocational Education.)
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Although It ts difficult to prove how much the small boy has to spend, some
figures are available regarding his older brother. The Industrial Education
Bureau of the State department of education, studying the activities of 65,000
boys in State continuation schools found that the employed boys from 14 to 17
years of age spend more than $7,600,000 a year for amusements. (New York
tate Dpartment of Education.)

'SAVE YOUTH FROM CRIME," PLEADS MORAN, NEW YORK DIVISION OF PAROLE

As w1on the boys had bank accounts of their own they began to see the relation-
ship between stealing and property rights. So we welcome the work because
of the results on the moral character of this particular type of child; the desire
to protect their own property rights providing the basis for making them respect
the property rights of others.

OLIVX JONZ8,

School Principal New York City,
F&-President National AdWcalion Association.

DEAR Miss RoEs: This is perhaps the only home lesson I ever tackled cheer.
fully. And yet I can't truthfuU, call It a home lesson because you yourself made
it a matter of choice. However I am only too glad to have the opportunity of
letting you know what I derived from this course. For the last few days I have
been reviewing in my mind all the talks and lessons, and this Is the result.Sincerely,

MARY FITIPATRICK
(Age 16 years).

WHAT ECONOMIC EDUCATION HAS MEANT TO ME

Next year my brother enters high school. Lately he has been poring over the
list of electives, picking this subject, discarding that. Finally he was satisfied,
and showed me the ones he had chosen. After looking at them I asked him,
"Ho. about economic education?"

Immediately a discontented scowl spread over his face, and in strong terms he
told me he didn't "want that stuff. It's silly, and no one Is going to meddle in
my affairs. I don't believe in budgeting, anyway. No, I won't take it."

. How could I convince him he was wrong? I couldn't-because, a short while
ago, I held the same attitude toward economic education that he does now, and no
arguments on earth were able to make me change my mind. But a very wise
aunt forced me to take it, and I very belligerently started my course.

If talking were able to persuade my brother, I would teli him that he has a
very wrong conception of this subject. I would tell him that the methodical daily
entry in his budget book, and the monthly balancing of it, are only rudimental
and incIdental-the practical part of the course.

But I would also tell him that this study opens a new world, brings a broader
understanding of things, and makes all things unified. That it means careful
observation of current events, and discussions of present-day, vital problems, that
are more interesting and alive than arny of his other studies could afford. That
through this subject all his other subjects will be a part of the whole, rather than
disjonted, "outside" activities.

Most important of all that money is not merely something to hold in the hand,
but a stream, a power, that flows through people in their relations with each other,
and without which they could not propery exist.

Oh, so many things I could tell that rother of mine if he would only listen and
consider. Besides the invaluable practical knowledge that lie will gain he will
have a ded something new to his life. Something that will make him realize that
every phae of his life and every experience go to make his life fuller and more
complete, for we are all a part of the "creative force."

Perhaps I haven't expressed myself clearly, and perhaps 'Id only muddle him If
I were to try to explain. But that Is the nearest I can come to an expression of
what economic education has meant to me, a newer, better understanding of
money (and its relation to human beings) and wiser, more philosophical outlook
on life In general.

Would he understand, I wonder?
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STATEMENT BY OEoRoE SHIBLEY, DIRECTOa OY THE RESEARCH INSTITUTE, OF
WASHINGTON, D. C.; MEMBER OF UNITED STATES SUPREME COURT BAR

BENEFIT FUNDS FROM TAXATION OF RL, fAL VALUES AND OF CONCENTRATED

WEALTH

Mr. Chairman and gentlemen of the committee, my name is George Shibley,
and I am director of the Research Institute, of this city; and am a member of the
United States Supreme Court bar. For 40 years I have been an independent
social scientist, paying my own way and supporting various activities in the public
interest. I am aiming at equal rights in regulated private enterprise, the pro-
gram for liberty the liberal program.

I ask your attention to suggest that in your search for benefit funds for our
citizens against economic hazards you consider the following social philosophy
and actual facts of history in our Republic.

In the levying of taxes by Congress there are two main systems: To levy in
such manner asto cause the consumers to pa( the tax; or to cause the holders of
special privileges in this country to pay the Iax.

In the latter category, that the holders of special privileges should be taxed
to secure the benefit funds which the Nation is looking for to pay the benefits
for social security are-

First. The taxation of land values-the rental value based on location---omit-
ting improvements, fertility, minerals, and standing timber. It is taxation of the
unearned Increment, caused by the presence of population. And-

Second. The taxation of the excessive concentration of wealth.
We first present taxation of concentrated wealth as it calls for historical

treatment.
PROPOSED TAXATION OF CONCENTRATED WEALTH

In our Republio the concentration of wealth is so excessive, as an outcome of
the rule of the few, for four generations except 1861-65 and 1913-18, that shortly
before the setting in of our existing great depression, "504 men in our Republic
had a greater net taxable Income than the value of all the wheat, and all there
cotton produced by 2,800,000 farmers the following year." (Proceedings of the
National Grange, 1933 p. 28.)

The explanation is that this excessive concentration of wealth is the outcome
of four generations of the rule of the few, by machine-rule party government
except 1861-45 and 1913-18. It began in 1844 by the sly debasement of the
national nominating conventions of the two parties, by the action of the State
committees.

These changes in the mechanism of party government are described in part
in a 2-volume work published in 185, written by former United States Senator
Benton, in Thirty Years View (vol. 2, 696).

In 1860, at the polls, the voters recaptured their National Government, but
an outcome was the Civil War for 4 years and the saving of the Union, and the
ending of chattel slavery..

But with the ending of that internal war and the assassination of President
Lincoln reaction set in in Congess, and it was continued until 1908, a period of.
43 years, and the rolling up of eonentrated wealth.

In 1908 both of the national nominating conventions of that year were liberal.
But President Theodore Roosevelt's candidate for President in the Republican
National Convention who was elected turned out to be reactionist: Secretary of
War Taft of the Roosevelt Government.

Then at the next election, in 1910, former President Roosevelt came out against
the policies of President Taft, thus becoming a balance of power for liberal House
of Representatives, which made god pandas the next campaign approached, in
1912, the only real issue was, Which of the liberal leaders shall become President?
The award went to Cloy. Woodrow Wilson, of New Jersey, an expert in economics
and government. The election was another peaceful revolution at the polls.
This i. told in President Wlson's inaugural address and in the ending of the
worst of the privileges up to the time of the outbreak of the World War.

That Is, in 18 months there was ended the trust era, including the ending of
the Bankers' Trust in Wall Street. It was the setting up of the Federal Reserve
System and of the Federal Trade Commission, the enactment of the second anti-
trust statute, and revision downward of the tariff on imports.
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Then after 6 years of this Wilson liberal Government there came reaction at the
polls in the 1918 congressional election, a counterrevolution. Both Houses of
Congress were returned to the old guard of the special interests; and it was con.
tinued in the next election 1920. On March 4, 1920 a liberal cartoonist pictured
the special interests backing up to the National capitol a moving van to take
control. And that was done.

So openly did the special interests rob the country that after the suddeai death
of Preiderit larding three of his Cabinet members were driven from oice by
investigation by the liberal Senate.

lioNt% or, for 12 years the reactionist Republican Government was continued
at p ,olLs. And now for 2 years there has been in office a Democratic Govern.
Ii trid it is about to enact security legislation, a leading Issue beirg: From.
v ,. s i li come the necessary funds by taxation?

I ant herein proposing that these funds for social security shall come from two
main sources: From a much higher income tax on concentrated wealth and from
funds by a tax on land values-tho rental value omitting improvements, fertility,
minerals, and standing timber, but at the start to touch only the people with
an income of $2,000 for the unmarried.

Thus the two main sources of taxation for the start are outlined, but during the
coming generation there will surely be taken over by the people, the voters, the
entire unearned increment, the bare value of the land, the location. This is to
be taken by the ones whose presence creates the value, and in doing so it will
raise the standard of living.

At the start of this solal security legislation at this session of Congress the
viewpoint should be to best promote the general welfare by supplying funds for
the maintenance of the unemployed, and for the sup rt of such as are in declin-
ing years and as are defective; also the fatherless children, and later the support
of all children. After we are out of this depression there is not likely to be any
considerable unemployment because of liberal government.

The liberal program.-The technical name for this plan of taxation Is the pro.
gram for liberty, equal rights, before the law, the liberal program. This is in
contrast with the conservative program, in less polite language, the reactionlst
proam, of the ruling few.

This liberal program as to taxation is that the land values created by the
presence of the people should go to them, but the legal title to the landcon-
tinue is private property as at present.

The reaetionist program of the at-present ruling few--the ones who each 2
years invest in the millions of dollars of campaign funds-is that the funds for
the proposed social security shall come from a tax levied on all of the consumers,
with the monopoly of land values to continue to the ruling few, along with the
retention of the other special privileges, including the privilege of supplying most
of the campaign funds.

An added argument.-An added argument for the proposed tax on concentrated
wealth is that the considerable ending of concentrated wealth is necessary for the
ending of the unemployment. That is, In order that full-time employment shall
again proceed the product must be consumed, whereas the excessively rich pile
up most of their income by offering to reinvest it. Each thoughtful citizen can
see the point.

The remedy.--The remedy for the existlvg great depression, a depression the
continuance of which is frightening everyone, Is the liberal program, for the
restoration of liberty, as I have said. DoP.Ation is the main cause of the depres-
sion.

Our country's history.-I have outlined our country's history as to liberal and
reactionist government and briefly mention the principal books on the subject.

In 1855 was published Thirty Years View, describing at that time the-rulo of
the few, and something as to how In 1844 the people lost their political liberty.
The author is former Senator Benton.

In 1888 was issued the two-volume work The American Commonwealth, by
James Bryce, a liberal member of the Bartish Parliament, aided secretly by
various of our patriotic citizens.

In 1913 was published The New Freedom an epitome of President Woodrow
Wilson's campaign speeches, and In 18 month the outcome of the Wilson liberal
government was the ending of the trust era, as I have outlined.

Thus in the standard books is proved the rule of the few at times in out Repub-
lic. The outcome during the four generations just passed has been the excessive
concentration of wealth, as I have described. Now our Nation is searching for
funds to pay for social security, a next step in our social development, and I
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have pointed to sources which If tapped, will vastly benefit the Nation-will con-
siderably raise the standard of living.

I now mention the 2-volume work published in 1835 wherein is set forth the
remarkable equality of opportunity at that time In our Republic: Democracy in
America, by Alexis De Tocqueville of France.

Our country at this session of (~,ngross in dteciding the policy for financing
social security should read as follows by Dr. John Dewey, professor of philosophy
at Columbia University: In the 600-p ge volume, The Philosophy of Henry
George, by Dr. George Geiger, associatM professor of philosophy, University of
North Dakota, the noted John Dewey in the foreword, says,

"Dr. Geiger has given us a book which meets contemporary demand for an
adequate interpretation of the thought and activity of Henry George regarded
as a vital whole. It will enable the reader to obtain a clear and comprehensive
view of one of the world's greatest social philosophers, certainly the greatest
this country has produced."

The date of that book is 2 years ago. It emphasizes that in no sense was
Henry George a land nationalist. His plan is a plan of taxation by leaving the
legal title in private owners as at present but that society, which by its presence
creates land value, shall take to itself that value (p. 130). At the same time
to do justice to the Investors In land; that is to apply a progressive policy of land.
value taxation, namely, to a pply gradually the idea of land-value taxation, so as
to prevent injustice to land owners. (Louis F. Post, in The Prophet of San
Franciston, 261.)

An inappropriate name is the "Single Tax", for other forms of taxation ate
necessary, plus the fact that at the start only the thin end of the system is to
be applied.

In conclusion.-In conclusion I summarize the foregoing as a whole by the
following draft of a proposed joint resolution for Congress:

"Whereas government is of three main types-liberal government, conserva-
tive government (also described as reactioinst government), and radical reac-
tionist government- and

"Whereas liberal government aims at the voters' liberty, the liberty of each
limited by the like liberties of all, while conservative government is government
by the few, aiming at special privileges for themselves; and

"Whereas our Congress is searching for benefit funds, for the payment, of
security to our citizens against economic hazards, and has the choice of two
main systems, the levying of the tax in such manner as to cause the payments to
come from the consumers, or to cause the payments to come from the holders of
the existing special privileges: Therefore be it

"Resolved by the I house ol RepresentatirtEs of the United Stalei (tAe Senate concur-
ri g), That for a more equitable distribution of products in private enterprise
and a more continuous employment of the work people there shall be ended by
progressive taxation of incomes and progressive taxation of land values, the
excessive concentration of wealth, a concentration thi outcome of four genera-
tions of the rule of the few, by means of machine-rule party government except
1861-65 and 1913-18. The year 1844 Is the date of the people's loss of liberty
nationally; and further

"Resofred That the funds for economic security for the people of the Nation
and of the States should come wholly from the levying of taxes by Congress on
the special privileges (1) of concentrated wealth and (2) of land values based on
location, omitting improvements, fertility, minerals and standing timber, but
not to touch incomes of less than $2,000 a year for the unmarried."

S'?ATZM NT SUBJMITED BY THE UNITED STATS ENOINEURS, INC., Nuw YonK

CITY

Hon. PAT HARRIsON, Chairman Senate Finance Committee:
Herewith fa. insertion in record in hearing on economic security bill, two

communications amon many that have been submitted to the President with a
vital bearing on this bil and other legislation being considered.

A single sentence in letter to the President, of May 17, should be carefully con-
sidered by this Congress: "There is nothing too big to do that we can do, and
if we can make it pay to do we must finally do it or sink into oblivion."

U. 8. EMouSZ .s, INe.,
By W. EDWA~A NEWBSET

Prof. Enginetr, New York State Repte s ,daire Agml.

Address: GCneral Delivery, New York City.
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THE SEVENTY-FIFTH PARTY

Tuz PRooREsS PARTY

Slogan.-War against Nature, to conquer her, control her, and transform her
Into a willing mistress in the service of mankind.

To draft all the forces of society available in men, machinery, and management
in a common purpo, In a perpetual campaign never ceasing until the earth has
been transformed and "Thy kingdom come, Thy will be done, on earth as it ie
Ia Heaven."

Stalempnl of purpose.-The time has arrived to promulgate a new declaration of
Independence in these United States of America.

"We hold these truths to be self-evident that all men are created free and equal
,lad endowed with certain inalienable rights, among which are life, liberty, and
.,irsult of happiness, and for the securing of these governments are instituted

a,, ong men deriving their just powers from the consent of the governed."
pioneeringg on this continent from the Atlantic to the Pacific, seizing, occupying,

and holding the choice areas of North America, we have had an opportunity,
growing from a handful of settlers to over 122 millions, to push forth as conditions
in more settled areas became Intolerable or burdensome, to spread over unoccu-
pied lands, and-under "rugged Individualism", the free play of initiative and
enterprise, the grasping, grabbing, and skimming the cream from unrivaled
natural resources-to make this the richest and fullest developed by the modern
machine process of any part of the earth's surface.

In doing it great industries have been built up, unrivaled systems of transporta-
tion and communication created and the capacity to produce beyond the bounds
of the supremest wants and deaires of us all are awaiting fulfillment. And now
what Is the next step?

"New occasions teach new duties,
Time makes ancient Truth uncouth,

The must up and ever onward
Who would keep abreast of Truth."

One thing primarily, this country has differed from others in our unique growth
from a primitive wilderness, has been a two- party system, which, by and large,
with all its faults has enabled us to make dfluite decisions politically. With
the limitations, alf of us endowed with "one-track minds" this process in politics
has enable few and only momentous decisions to be arrive at, following the great
changes In the field of "free competition" to establish the political change after
the fact in the economic realm.

Though this rough-and-ready process plunged this country Into the greatest
ctvil war of modern times, we as a Nation have passed through the fiery furnace
of trial and tribulation and emerged with ever greater strength and unity In the
play of social forces toward a common end.

Withal we are a people of the intensest sentiments-the play of patriotism, the
intense devotion to and veneration of the founders of the Republic. Among
these minor sentiments some look upon their membership In the Democratic
Party, of Jefferson and Jackson, Cleveland and Wilson, as something to be-proud
of; while others, adhering to the Republican Party, of Lincoln and Grant, MeKin.
ley and Theodore Roosevelt, equally feel proud of that membership. Recent
terms of Congres have shown more and more disposition by Members and
Presidents to find common ground, with less resort to merely partisan bias.

Hence the Progress Party calls upon all citizens, without regard to previous
party affiliations, as well as the great mass of Independent voters, who In recent
years have determined election results by unprecedented landslides in an effort
to find some course to follow politically, leading to the "new deal" that promised
to get us somewhere.

Pursuant to this purpose, we herewith present the following platform of the
Progress Party:

PLANK I

Netw dedaralson of independence.-No life, liberty, and the pursuit of happiness
is any more possible to all of United States without an assured certain Income for
every citizen arrlvinp at majority and extending throughout life. Therefore the
United States establfshes a universal yearly salary In six categories, beginning at
$1,600 yearly minimum, first cateaorv. common labor.
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Second category, $3,000 yearly, foremen and skilled labor, one-tenth In num-

ber of first category.
Third category, $6,000 yearly, superintendents, ete,, one-tenth of second

category.
Fourth category, $12,000 yearly, managers, scientists, etc., one-tenth of third

eate ory.
Ffith category, $25 000 yearly, such as directors and heads of well-managed

industries, transportation, communications, Members of Congress, judges, Gov-
ernors, heads of large cities, labor leaders, foremost professional men, etc., one-
tenth of fourth category.

Sixth category, $50,000 yearly, one-tenth of fifth category, less than 1,000 in
the United States who can spell "ablest"- designation not necessary.

Multimillionaires over M,000 yearly Income outside of categories, including
President of the United States.

PLANK II

With the unlimited capacity of the modern machinery of production every
citizen Iq the six categories shall receive a yearly Increment In salary raise of 6
percent and a bonus doubling the salary at the end of each consecutive 10 years.
All citizens of whatever occupation unable to make a minimum Income of $1,500
yearly put in Government employment on public works.

PLANK II1

All persons, partnerships, and corporations managed so as to be able to pay
minimum salaries in the different categories to employees with Increments from
year to year, to continue in free and fair competition with no restrictions as to
any improvements and/or consolidations for more efficient and better service.

PLANK IV

All minors placed In universal service for 3 years, 18 at $00 a year, 19 at $900
a year, 20 at $1,200 a year. Service may be in private and/or public employment
to secure the best training and experience. At 21 minimum of $1,600 or higher
if they have qualified therefor.

PLANK V

Poll tax, $150 a year on all citizens over 21. Unchanged for 10 years while
increments are increasing salaries. Raised to $300 a year on Increase to $3,000
a year minimum at the beginning of second 10 years. Ora poll tax on all citizens
equivalent to 10 percent on each doubling of minimum salary.

Income tax of 10 percent on all Incomes in categories 2 to 6, inclusive, varying
every year according to increasing salaries. Income tax of 20 percent on all
Incomes over $60,0.

Tax-exempt bonds done away with; levy of one-half of 1 percent on all bonds
In whatever amount held by anyone. General sales tax of 2 percent. Internal
revenue and tariffs on same general basis as previously laid.

PLANK VI

To establish an equitable, well-balanced growth and development of the
whole of the United States eliminating all unnecessary duplications and expense,
giving the best results to all in every part of the United States, all State, munici-
pal, and local taxes are abolished and the sums needed to carry on all State,
municipal and local activities apportioned out of the income of the United States
so as to gIve to every part of the country the very best results for the benefit of
each of United State. separately and all of United States jointly.

PLANK VII

Capital investment by United States in largest projects at lowest unit costs--
dams for "white coal," potable water, Irrigation, and fisheries. Ditches for canal-
izing and lake connections. Drains to transform swamps into finest garden and
farming areas, rented to ablest farmers and gardeners at rents beyond competi-
tion. Terracing of mountains, irrigation of arid lands. Forestation of all lands
not otherwise better used on largest scale by United States at lowest unit cost.
United States owning and renting to users.

11680--4-80
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United States capital investment at greatest speed consistent with good work-
manship In heat-and cold-proof, fire- and flood-proof, tornado hurricane-and earth-
quake-proof structures, the best built on the largest scale ai the lowest unit cost,
rented for residence, business, Industries, n arehouses, and other purposes. United
States the landlord.

PLANK Viii

United States progressively reinvesting obsolescence, salvaging and transform-
ing United States Industry and methods of production by issuing 3-percent United
States bonds with 2-percent amortization, giving ownership In fee simple by United
States ih 60 years.

United States loans to private enterprises, farmers, industries, transportation,
communications, mining, etc., of demonstrated merit at 5 percent on a 20-year
basis, renewals where success renders them desirable. United States landlord.

PLANK IX

Universal 6-hour day, 5-day week established in all Government and private
works for all employees. Four daily shifts of 0 hours and a stagger system
wherever more efficiency at less cost is obtained by use of automatic machinery,
processes and/or continuous operation.

PLANK X

Until complete world disarmament the maintenance of Army, Navy, and
air forces for defense superior to that of any other world power.

PLANK Xi

All citizens of the United States to be registered with individual yearly identi-
fication papers supplied. All aliens In the United States shall have 10 years to
complete naturalization from their date of entry. On failure to do so at the endof 10 years to be returned to the country of origin. Whenever the construction
projects In the United States exceed the amount of labor available, alien laborers
under their foremen may be brought in to serve not more than 5 years contin-
uously at a salary greater than *.he country of origin but less than in effect for
United States workers. Such work shahl be confined to that not considered

essential from its cha-acter for the defense of the country and preferably such
as would give the aliens the best training In those special public works their own
country could most benefit through their experience on their return.

PLANK X11

As a means of stabilizing prices, more necessary safeguarding unforeseen
demands In time of peace as well as urgent necessity In time of war, all metals and
materials that can be stored without deterioration Indefinitely shall be acquired
from mines or other producers by United States and stored in safest structures,
location concealed, In at leamt 10 years' supply as of current use. "A store Is no
sore."

PLANK XII. EDUCATION

Establishment of a universal system of education in which every child from its
earliest years shall have Boy Scout and Girl Camp Fire training in camps estab-
lisbed all over the United States and possessions so every child shall have contact
and experience growing tip in every part of the United States.

All scoutmasters and Girl Camp Fire matrons to be drawn from the citizens
at retirement age of 85 from such as indicate special fitness and love of this work
and best liked and appreciated by the children. The teaching and adminis-
trative staff in all phases of education up to universal service at 18 also drawn
from the ablest leaders of society at retirement age whose outstanding accom-
plishments. render their advice and counsel invaluable. The independent incomes
of all citizens at retirement giving no incentive to take up the work except interest
and ability. The aim shall be to secure In the greatest measure relf-made men and
women with economic self-reliance and self-support In the process of education.

A department of education with a secretary of education, a new Cabinet officer,
to be the head under the President.
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PLANK XIV

The United States shall have the sole power to coin money and regulate the
value thereof.

The assumption of some of these functions through private credit proving its
incapacity to produce the best results, the United States extends the Postal
Savings banks to merge all mutual savings, commercial, investment, and private
banking, life and fire insurance, brokerage and stock exchanges, mutual loan and
mutual building associations Into the great United States house of finance. Every
officer and employee of the present organizations merged, apportioned their par-
ticular work in the Institution according to their demonstrated functions and
abilities.

PLANK XV

Foreign commerce controlled directly by the United States based on the print
ciple of exchange of all commodities to the fullest degree for the mutual benefl.
of the United States and the country exchange with. The process of foreign
exchange to be a funeton of the United States house of finance so a fair deal for
all may be scoured, as the program now with gold and silver gives Indication of
success.

PLANK XVI

Amendment to UiAted States constitution for initiative, referendum, imperative
mandate, recall, and direct election of President and Vice President by popular
vote.

PLANK XVII

Criminals with antisocial, atavistic complexes justifying life Imprisonment to
be confined In remote island institutions under charge of the United States; one
in the Pacific Island of Guam and one In the Atlantic on the most inaccessible
of the Virgin Islands. While safeguarding society by such Inaccessible segrega.
tion, scientific research to be made of them to extend the knowledge of psychology
and discover the lbest methods of control and prevention.

PLANK XVll1

To provide data for the exhaustive planning, estimate and comparison of every
project on the land surface of the United States and a necessary preliminary to
an extensive series of test drillings 2 miles or more In depth In at least 10-mile
squares all over the United States to get comprehenivA accurate data of the
geological resources of the country, the completion of the topographic surveys
and topographic contour maps of the United States In their entirety shall be
placed first on the calendar as the most urgent task to complete with the greatest
speed consistent with accuracy.

PLANIL XIX

Extension of research and laboratory functions of United States departments,
Bureau of Standards, and other. All previous Inventions to be culled over for
overlooked Inventions worthwhile, and all new inventions and discoveries to
come to these agencies for careful test and comparison. The United States sitting
in and participating in returns from all patents and discoveries granted by the
Patent Office up to 5 percent of actual profits therein.

PLANK XX

Grcal Ameriean Corpifiox.-Two billion dollars In prizes. Every person
able to read and write over 13 years of age eligible and required to compete.
Everyone to receive at least $10 to $5,000,0W, the grandprize. Data from which
great American plan is derived to run the United States for next 40 years. Plans
submitted by secret Australian ballot system. Names kept In United States
secret archives.

Thereafter system of yearly awards established for suggestions of improvements
and changes that may* be adopted making an elastic plan capable of healthy
growth.

PLANK XXI

Building of great air rafts to remain In and travel exclusively in the strato-
sphere with suitable floating stratoatations near the great centers of population
in the United States. Their extension for a world system of transportation M
fast as heliuln can be obtained from the United States and/or elsewhere.
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The heavier-than-air craft with air-tight cabins forming loading and unloading
elevator service. These air transport facilities shall be kept under the sole
ownership and control of the United States. U. S. ENoINEERs, INC.

MAT 17, 1934.
Hon. FRANKLIN D. RoosEvELT,

MAite House, Woashington, D. (.
DAR MR. PRESIDENT: Herewith copy of Senator Norris' Senate Resolution

No. 164 V-ith 21 suggested points to plan giving some of the Implifications and
extent a /hithful attempt to carry it out would lead us to.

lo passage by the Senate and the little work you have done on it since Is the
one greatest event since you took office. What, after all, are the others but parts
of "the experiment" that demonstrate most completely that they are "incompe-
tent, irrelevant, and Immaterial" while resolution no. 164 Is the start to take us
Into a new world not through a ejection of capitalism but through supercapitalism
to the nth power, completing its destined task In this land chosen by manifest
destiny for its highest fruition.

We cannot after these 15 months much longer persist In "progress within the
framework of the existing system of private enterprise and private profits", but
rather under Senate Resolution 164 the path is made plain under supercapitalism
to advance "a law of necessity in capitalism that obliges it to employ its profits
toward the future, so there is a law of power that forbids those who possess it to
rest upon it; for if they do they will lose it; and then a law of life that compels
strong and virile nations to go competing for power. The one most resolute to go
on with the method we talk so lightly of giving up would, if we did give it up, very
soon pass us and take that command of the worl' which belongs to one people at
a time.

Simply perhaps in anticlimax it must be said in conclusion, "There is nothing
too big to do that we can do, and if we can make it pay to do we must finally do
it or sInk into oblivion."

None of the 21 suggestions A to U appended to resolution 1634 are too big to
do--thay all can be made to pay to do. If there are any bigger and better than
them they will simply displace them. Grim nece&sity will force us to adopt them.

Yours respectfully, . E NEWBERT,

Professor Engineer, New York Slae.
General delvery-Washington, D. C., and New York City.

iS. Re. 164, 73d Cone. 2d sew]

Resolved, That the President be, and he is hereby requested to send to the
Senate a comprehensive plan for the improvement and development of the rivers
of the United States, with a view of going to Congress information for its guid-
ance In legislation which will provide for the maximum amount of flood control,
navigation irrigation, and development of hydroelectrio power.

Senator Worrs, change "control" to "prevention."

A
We will make a plan conforming to S. Res. 164 for the next 50 years.
We will set all labor to work at continuously increasing salaries.
Capital reinvested in soundest securities in Uncle Sam a projects.
We dam, ditch, and drain.
Universal terraced lakes, stocked with fish, hydroelectric power, terraced

mountains, forestation, irrigation, new soil supreme.
Safest structures sheltering all of United States.
All under giants of modern progress. Let's go.

B

Let the Rushmore contest inscribe in imperishable stone the best memorial of
the American people for the significant events and expansion of their country to
1934.

Closing up the epic of the past, let the United States open a greater volume.
Our ancestors did themselves proud in a LillIputlan world-a world of midgets.
Now let us hasten Into the land of giants ahead. Uncle Sam, the sleeping

giant, awakes.
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C
Maximum, the limit, i. e., a great seaway across Florida, the Mississippi River

from St. Louis to the Gulf, like the Riker project, each finally 3 miles wide and
over 300 feet deep.

Alluvium from the Mississippi River mixed with pulverized phosphate of lime
from the Florida seaway, making the new sol of incredible fertility, distributed
and leased at lowest cost around every city and on mountain terraces, defray
the entire cost. Let's start.

D
A great task needing all the forces of men, machinery, and management for the

next 50 years.
Merge Democrats, Republicans Farmer-Laborites, and the great masses of

Independents on the platform of the new progress party through which capital
labor, e.riculture, transportation, and communication, including radio and
movies are concentrated ahd cooperating unitedly on this project of the great
giant, Uncle Sam. E

From 150,000 to 200,000 dams required in the United States, converting all
streams Into lakes from a few acres in extent to the greatest.

The smaller dams to be built by Boy and Girl Scouts for scout camps; larger
ones by local groups for private use and public parks.

The largest dams to be constructed by the United States In a great system of
terraced lakes In the several States, connecting with lakes In Canada and Mexico,
and extending from Central America to Alaska.

F
Dams from 50 to 1,000 feet in height, of the Ambursen water-tight apron type

with lake side on 2 to I slope, roadway on top, downstream face vertical, and
metal trussing in box construction making a hollow structure to be utilized for
factories, stores, warehouses, etc. Same also to be used for dam fine apartment.
Thus cost of dams can be largely charged to rentals by United States.

0

'Maximum amount of * * development of hydroelectric power."
requires greatest terraced lakes the land topography permits and puts great num-
ber of cities and towns under water, as well as low parts of some large cities.

Combination of "Ambursen" hollow dams and hollow mountain terraces trans.
fers people to new structures where best air conditioning and finest living facilities
may be built on the largest scale at the lowest rentals by the United States.

H

The program of putting deopie in new structures, determined by great terraced
lakes, from their greater desirability, renders all other present structures obso-
lescent. Reconstruction for all other cities, towns, villages, and other Individual
residences becomes essential. On the largest scale, the best at the lowest unit
cost Is obtained, rented by United States at the lowest rates, finally making
United States the only landlord.

I

Great terraced lakes at their maximum puts large part of railroad and highway
mileage under w ater.

The plan to follow In this emergency Is to develop a helium transport service
In the stratosphere with heavier-than-air express in cooperation, doing away with
railroad and ocean shipping by the better, faster, safer transportation in the air.

The United States' monopoly of helium makes the United States mroster of the
air.

J

Primitive civilizations terraced the Andes by low, rubble walls with trickling
mountain streams for irrigation.

Great terraced lakes created by United States, giant of the machine ago, finally
completes terraces of America to highest peaks, covered with richest sol]. Ter-
races from 25 1reet to heights rivaling skyscrapers, and hollow for terraced cities
accommodating untold billions. A task lasting for centuries.
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The great terraced lakes, interconnected on same levels, make necessary the
L. W. C's, universal land and water carriers from family sizes for pleasure to
gigantic freight transports exceeding 2,000,000 tons gross, carrying vast tonnages
on land or water at low speed, like tramp steamers, and at nominal rates, uniform
for all distances like postage. Plans ready when needed, starting as rich soil
carriers. L

Requiring intensive prosecution for 60 years of the entire man power, machin-
ery, and management of the United States; a universal pay roll of all from 21 to
death is established starting at a minimum yearly salary of $1,500 In six cate-
gories to $50,000. All the complications of life insurance, pensions, etc. are elim-
inated by the United States taking all the risks for all citizens. (See plank I,
Progress Party.)

M

With the unlimited capacity of the modern machinery of production, every
citizen In the six categories shall receive a yearly increment in salary raise of 6
percent and a bonus doubling the salary at the end of each consecutive 10 years.

All citizens of whatever occupation unable to make a minimum income of $1,500
yearly, to be put in Government employment on public works. (See plank I[,
Progress Party.)

N
This resolution requiring fullest freedom to compete fairly under the N. R. A.:
"All persons, partnerships, and corporations managed so as to be able to pay

minimum salaries In the different categories to employees, with increments from
year to year, to continue in free and fair competition with no restrictions to any
Improvements and/or consolidations for more efficient and better service." (See
plank Ill, Progress Party.)

0
Program under resolution requiring Intensive training of youth:"All minors placed in universal service for 3 years, age 18 at $600 a year, age 19

at $900 a year, and age 20 at $1,200 a year. Service may be in private and/or
public employment to secure the best training and experience. At age 21 the
minimum of $1,500 a year or higher if qualified therefor." (See plank IV, Pro-
gress Party.)

P
"As a means of stabilizing prices, safeguarding unforeseen demands in time of

peace, as well as urgent necessity in time of war, all metals and other materials
that can be stored indefinitely without deterioration, shall be acquired from mines
or other producers by the United States and stores in safest structures, location
concealed, in at least 10 years' supply as of current use. 'A store is no sore."'
See plank XII, Progress Party.)

Q
An emergency existing for at least 50 years, with all the resources of the country

concentrated on .reat public works under S. Res. 164, it becomes of vital necessity
to merge all institutions of finance Into the great United States House of finance
to coordinate and cooperate In all their functions to the one common end. (See
plan XIV, Progress Party.) R

Foreign commerce controlled directly by the United States based on the prin-
ciple of the exchange of all commodities to the fullest degree for the mutual
benefit of the United States and the countries with whom such exchanges are
made.

The process of foreign exchange to be a function of the United States house of
finance so that a fair deal for all may be secured, just as the program now with
gold and silver gives indication of success. (See plan XV, Progress Party.)
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Most urgent for Immediate completion: "To provide data for the exhaustive
planning estimate, and comparison of every project on the land surface of the
United States-the completion of the topographic surveys and topographic
contour maps of the United States, in their entirety, shall be placed first on the
calendar as the most urgent task to complete with the greatest speed consistent
with accuracy." (See plank XVIII, Progress Party.)

T
Of vital importance: "Extension of research and laboratory functions of the

Bureau of Standards, United States Departments and others. All previous
Patent Office filings to be culled over for overlooked worthwhile Inventions; and
all new Inventions and discoveries to come before these agencies for careful test.
and comparison. The United States sitting in and participating In returns from
all patents and discoveries up to 5 percent of actual profits therein." (See plank
XIX, Progress Party.)

Analogy: Capital and labor chasing each other around In a circle Inside a high,
tight, sharp pointed, picket board fence, each trying to get more than there is
from a common trough.

Senator Norris' resolution knocks a wide board off the fence so we can crawl
through and get no end of room and new troughs with supply ample to fill them
for all.

Let capital and labor crawl through their fence of limitations, spread out, andd i g .U 
. Sdig. U. S. ENomNEEas, INc.

GENTLEMEN OF THE UNITED STATES SENATE FINANCE COMMITTEE: I have
been asked to give some idea as to how I would dispose of $200 in a month. In
the first place I am 80 years of age. My dear wife is 64. 1 have been struggling
along for the last 30 years building up my home. 'hen 12 years had pase
I married a good little woman with five children. My house was small only
two rooms to it. Wife being very frugal she handled my little Army pension
very well, having had experience in business. She had kept a ttore at Fifteenth
and P Streets NW., District of Columbia. We considered we would have to have
a larger house.

I never drove a nail in my life, but I added six rooms to the little house and
wifev disposed of what farm truck we raised, and with the chickens, eggs, etc., we
did 'very well. Together we planted fruit trees and learned to bud and graft
fruit trees, and it seems that I have more and more grafting to do every year.
I have now 150 black walnut trees, 1- and 2-year olds that I am budding. I
have an orchard of 150 fruit trees which must be sprayed at least six times a year.
I have done it but I cannot prune the trees, plow, harrow, and seed the ground.
Many things are to be done about the farm of 12 acres that I must have 1, 2,
or 3 men. To do that would take $1SO right there, then there is $20 for us, wife
and i, to live on.

Then wifey's $200. She would get her washing and ironing done and ever so
many convenient things needed. Electricity in the house, bathroom, running
water; improvement in the lane that leads to and around the house and to the
barn; painting the roof of the house and barn; repairing or renovising the barn
and stable; building a garage and buying an auto; hiring a chauffeur.

As for myself I can always find something to do about the place. Just now I
need an Iron fence nil around the 12 acres.

Wiley and I wou;d not have to worry about getting rid of $400.
Now as to the plan of Dr. T. E. Townsend. It is said that the 2-percent sales

tax would not be enough to finance it. The President has the authority to
increase the sales tax 3 or more percent to meet that part of it. flow about a
1-cent raise on the postage stamp? What an awful load the tax would be to
meet the bill on $4,8M0,000,000.

Now, as I am speaking of the Townsend plan I might as well say that the
so-called "loan" from the United States Treasury it Is not a loan, it is a labor
of love--a present from the people, by the people, to the people. Our aged
brothers and sisters, our buddies In the battle of life, the struggle for existence,
which now Is more keen than ever, and this remedy that we would apply with
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kindness, sweetness, affection, consideration, endearing words, and sentiments.
There are not words at my command to express what I and uiany others of
our brothers and sisters would repeat again and again to and for them.

President Roosevelt has said through his Cabinet that Congress hs the power,
the authority to enact the Townsend plan old-age pension If it sees fit.

These post cards, these letters, these numberless and enormous petitions are
reminders that the Congress "does see fit."

Apologizing for so many digressions, I would return to the question: "How
would you spend the $200 monthly?" I have a stepson, a fine mechanic, who
has beel used very hard by this depression, lie has seven little children, a
good, hardworking little wife. The oldest child, a girl, is 11 years old, the

youngest is 2 years old. I would put a ton of coal in his woodshed and a couple
loads of wood to keep it company. I would put a new roof on this house, which
by the way is advertised for sale on a deliquent-tax list. I would stucco his
little home. Put some clothes on his littl one, see to it that a doctor was a
regular visitor to his house and a nurse to help the mother and babies. The
father works "for a percentage" when he does work and he is always ready.
And Just think of the fathers and mothers that are In just as bad a condition as
he and in some cases worse.

I have three stepdaughters that are struggling along in the battle. I could
get them to send their bill, rent bill, to me and I could pay one-half of it which
would be having a pleasure indeed. They and wifey want a new house, a little
bungalow, with all the modern conveniences.

I Will not apologize for writing so much. I write for those who cannot write,
and their number Is a multitude.

So we say, wffey and I, see fit. See it quick.
Sincerely, BENJAMIN F. ADAMS.

HENRIErA NI. ADAMS.

The CHAIRMAN. I am submitting for the record a statement by
Mrs. Margaret Sanger president National Committee on Federal
Legislation for Birth Control; also statements submitted by Hon.
Thomas Kennedy, Lieutenant Governor of Pennsylvania, and inter-
national secretary-treasurer United Mine Workers of America; and
by Mr. Lawrence L. Gourley, Weahington, D. C., representing the
American Osteopathic Associatioii.

STATEMENT BY MAROARET SANGER, PRESIDENT, NATIONAL COMMITTEE ON
FEDERAL LEOISLATIO.Nf FOR BIRTH CONTROL

There can be no respect for any plan of the future unless it can prove it win
eradicate the eviis of the present.

Title VII, section 701 (a), page 50 In S. 1130, on maternal and child health,
aims to protect the health of women and children In rural areas by extending
maternity nursing care to these districts.

I do not come here to speak against this bill-far from it--I come to ask your
consideration of its broader aspects and to ask an addition In the form of birth.
ontrol clinics, and caravans where women in rural districts may receive adequate

contraceptive instruction from qualified sources suitable to their physical and
economic condition.

It has been stated before this committee that the infant death rate Is higher in
the rural than the urban districts; also that there are 300,000 mothers eligible for
aid but not receiving it, and that millions are suffering from undernourishment-
that babies die primarily because the mother does not know how to takecare of them.
These are doubtless all-important factors in maternal and infant deaths but from
my own studies and experience, first as a nurse among destitute mothers and later
from the records of our birth-control clinics, I am convinced that these outside
considerations are not enough. They do not touch the source of the problem
in the necessity of spacing the births of children in the family and the mothers'
right to knowledge to avoid pregnancies:

First. In consideration of her own health.
Second. The husband's earning power.
Third. The children's health and their inheritance.
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There are many diseases of women where pregnancy is such a disturbing factor

that a cure Is almost impossible. In such cases contraception Is as important as
any medical or nursing care, and without sound advice on birth control the
patient dies.

In our clinical work we have found the following list of diseases to be
medical indications for contraceptive advice: Cardiac disease, renal disease,
tuberculosis, syphilis, diabetes, epilepsy, paralysis, feeble-mindedness, pelvic
deformities, tumors, nervous and mental dor era, insanity during and after
pregnancy.

Ours is the only country with modern medical care that omits birth-control
Instruction to mothers suffering from these diseases. Consequently we have a
high maternal death rate and vil continue to have in spite of this appropriation
unless mothers have knowledge of contraception and use it to protect their health
and prevent increasing physical and mental suffering.

It Is estimtead that the frequency of abortions is also an important factor in
maternal mortality.

Allow me to present the following table relative to an analysis of 1,000 women
patients who attended one of our clinics in New Jersey.

Of 1,090 patients who attended this clinic, 906 reported having had one or more
abortions. Of these, 370 were spontaneous and 46 therapeutic; 167 were done by
physicians, 73 by mildwives, and 243 were self-induced. It is a conservative esti-
mate by those authorities qualified to know that over 1,000,000 abortions are per-
formed in this country every year.

Can anyone calculate the amount of misery, chronic sickness and premature loss
of life that this practice leads to. Tho only way to effectively reduce the number
of abortions Is to provide them with safe, scientific, reliable cont raceptive measures
suitable to the individual woman's requirements.

If you consider that there are over 20,000,000 married women of child-bearing
age In this country, many of them dependent on relief funds for their own exist-
ence; many of them living in comtant fear of another piegnancy that may cost
them their very lives. These women plead of doctors and nurses at hospitals,
clinics, and relief agencies for information; it Is refused them.

Those of us who work among women, and especially the underprivileged women,
feel that the greatest contribution which can be made toward the conservation of
the relief of mothers and children would be to provide reliable contraceptive advice
to the women who come for aid to the Government and State agencies. Not only
does the ignorance in this regard affect the mother, but it also affects the children
in the family-those already born.

According to a report published by the Children's Bureau, Dr. Woodbury
shows that an interval between births accordingly, affects the Infant death rate.
Where the Interval between births Is 3 years, the infant death rate Is 86.5 per
1,000 births; when the interval Is 2 ycars, the rate Is 98.6 per 1,000, and when
there is only 1 year's Interval the rate is 146.7 per 1,000, showing a very striking
Increase where there Is no time for the mother to recuperate from the qtraln
of the last pregnancy or to prepare for the coming of another child.

When Congress appropriates the people's money for mternal and child health
without which maternal and child health cannot be effectively promoted, It wil
prove in the asace of a very few years that this money has not beeni appropriated
wisely, for It Is futile and wasteful to spend money for prenatal and postnatal
clinics for women whose lives are jeopardized by pregnancy in spite of such care.

It is important from every aspect of maternal and child health service as indi-
cated in this bill, to include contraceptive advice, and I respectfully suggest,
gentlemen that on page 51, line 12, after the words "child health service-you
state "including the establishment of clinics where contraceptive advice canbe
obtained."
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Anolyjia of reproductive data, according to religious affiliations

Prolestant .ewlsh Catholic Total I

Num. Pec- Norn- Per- Num- Per- Num. Per-
ber cent bet cent ber cent bex cent

Total number of patents ............. 1,090 5 .5 330 1M.5 573 2M 7 ,000 100.0
c scan toterm ............ 2836 7,6 WO 70.8 2.347 83.6 6563 7M.6

LrLnsObldnn_ ................. 2,% 702 3 09 6.8 2,104 74.0 3, 09 7,9
Dead shdllen ................... 201 7.1 29 2.3 214 7.5 54 &S6
Still-b b o ........................ 60 1.2 21 1.7 29 1.1 100 1.2

Pregnancles termnated prematurely. 906 2L4 3,5 29.2 495 17.4 1,177 11.4
S pontaeos ..................... 376 8.9 s0 6.5 264 9.3 724 & 5
Tbersputlo ...................... 47 1.1 21 1.5 is .5 831 1.1
Physician ........................ 167 &9 143 11.9 59 2.1 384 4.6
Midwite ......................... 73 1.7 1 1.2 32 1.2 121 1.5
Self-nduoed ..................... 243 5.8 93 7.6 127 4.4 M3 5.6

Toa .......................... 4,2421 0O 1,= 100.0 %284- 100.o r-, 40 100.0

I The total also Includes II children, 4 spontaneous abortions and 13 abortions performed by physicians
among the women of no religious afflistions, or wbo affiliatio was not recorded.

IThe difference between tbis figure and the total number of pregnancies Is due to 26 twin births.

STATEMENT OF THOMAS KXINEDT, INTERNATIONAL SECJRETARY-TREASURER,
UNITED MINE WORKERS Or AmERICA, LIEUTENANT GOVERNOR OF PENNSTl-
VANIA

I have carefully examined the so-called "economic security bill" introduced
by Senator Wagner and Representative Lewis. I am in complete accord with
the stated purposes of the bill, namely, to provide, among other things, for a
system of unemployment insurance and old-age protection for American workers.
I believe, however, that the bill as it now stands must be amended In several
vital particulars before it can hope to secure the desired objectives in any worthy
way. To enact a law which, while purporting to provide economic security for
the workers, fails to do so In any large measure, would, in my opinion, be a social
catastrophe. I am aware that the argument is made that an Imperfect law is
at least a beginning, and that improvements can be made later. This is true
In many 1egisative matters. But In the present case, there is the grave danger
that a law which Is palpably Imperfect will result in discrediting the whole idea
of economic security legislation, and that vast numbers of workers, whom the
law is supposed to benefit, will find themselves unprotected end will feel them-
nelves deceived.

T hrefore It seems to me to be imperative that the proposed law be m.-%de as
excellent as It can be made at the very start, and that, at the least, certain evident
imperfections be corrected.

The most evident imperfection is the failure of the present bill to deal with
unemployment insurance as a national problem. At the National Conference on
Economlo Security, on November 14, last, I expressed my views on this point in
some detail. These views were, briefly, that any unemployment insurance to be
effective must be national In scope and operation, and that it must be organized
and operated under the auspices of the Federal Government. An unemployment
Insurance system has to deal with industrial problems, and Industry is organized
primarily on a national basis. All of our baslo Industries--iron and steel manu-
acturing, coal mining, textile manufacturing, transportation, etc.-are national

in scope and operation. Bituminous coal mining, for example, extends into more
than 30 States; competition is Interstate; wage agreements are made entirely
without regard to State laws. To attempt to impose upon such an Industry a
series of unemployment insurance systems, based on State boundaries, would be
harmful to operators as well as to mine workers. For the operators, It would
make fair competitive practices still more difficult; for the workers, it would mean
that employees In one State might be well protected in the matter of unemploy-
ment Insurance, while those In an adjacent State might have little or no protection,
and workers moving fro. one State to another would be absolutely unprotected.

The above Is the gist of my remarks on this subject at the national conference
last November, some 2 months before the present bill was drafted. My views
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remain unchanged. They have, Indeed, been strengthened by further thought
upon the matter, and I am more than ever convinced that an unemployment
insurance system must be established in all Industries and in all States, andi that
the basic standards as to benefit payments, waiting period, etc must be every-
where the same. The present bill does not even assure that all States will adopt
an unemployment Insurance system; and it equally fails to assure any real meas-
ure of uniformity regarding standards.

These essential objectives can only be accomplished by substituting the subsidy
plan for the tax-remission plan. The tax-remission plan will result neither In
universal adoption of an insurance system nor In uniformity of standards. The
subsidy plan will permit the law itself to set the standards, and Will assure univer-
sal adoption. Moreover, the subsidy plan is far less complicated from the
standpoint of administration and is, I believe, more easily defensible on grounds
of constitutionality.

As regards the financing of the unemployment Insurance system, I would
strongly favor the raising of the necessary funds by Increased taxes in the higher
income brackets. A pay-roll tax will, in most cases, simply be added to prices
and the workers will thus ultimately pay the bill In the form of higher cost
living.

As regards the old-age protection features of the present bill, two very im-
portant changes should be made. First, the amount of the old-age pension should

raised from $30 to not less than $50 a month. With our present cost of living,
which is constantly increasing, and our American standards of living, an income
of $30 per month represents no more than a pauper's pittance. It is just a little
bit better than the poorhouse. A monthly Income of $50 Is certainly the least
which a wealthy country like ours should even think of offering its unfortunate
aged citizens.

The second change should be to reduce the qualifying ago for the receipt of
an old-age pension to 60 years. Old are, in the physiological sense, may not begin
until 65 or even 70. But economic o d age, in this era of mechanical conveyors,
begins at a much earlier period. Everyone knows that 45 years is now the dead-
line In hiring new employees almost everywhere, and, even then, the man of 45
has little chance. This Is one of the most deplorable features of our modern
industrial life, but the situation exists, and a law which seeks to protect the older
workers must deal with realities.

STATEMENT op LAwRENcr. L. GOURLET, WASnNioN, D. C., REPRESZNTING
THE AMEnICAN OSTEOPATnio AssocIATION

My name Is Lawrence L. Gourley. My address is the Mills Building, Wash-
ington, D. C. I appear on behalf of the American Osteopathic Association, at
the request of its committee on public relations, for which I am counsel. I am
not a physician.

There are approximately 9,000 osteopathtc physicians and surgeons licensed
and practicing in the United tates, about 6 percent of whom are active mem-
bers of this association. There are also 6 accredited colleges, and something
over 193 hospitals and clinics. The American Osteopathic Association, 4 Z
North Michigan Avenue, Chicago, Ill., is representative of the osteopathic
profession and of allied institutions.

The association was established to promote the Interest of the science of
osteopathy and of the osteopathic profession by stimulating research, elevating
the standards of osteopathic education, and advancing osteopathic knowledge.
Members of the association are required to be graduates of recognized colleges
of osteopathy and licensed practitioners. It Is organized along democratic lines
as a federation of divisional societies established within the States. The house
of delegates, comprised of representatives elected by the various federated socie-
ties, meets annually as the constituted legislative body of the association. Among
the publications of the association are a code of ethics, a yearbook, a journal, a
forum, and a magazine.

The attitude of the American Osteopathic Association toward the legislation
now before this committee may be characterized as an admixture of commends-
tion and apprehension. Any rational plan which has for its objective an increase
in the availability of medical services to needy families and the Improvement
and further extension of measures of preventive medicine would have the unquali.
fied and active support and the cooperation of the osteopathic profession and
its Institutions. This bill embodies a plan directed to those objectives, but the
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plan is not altogether rational. By rational, I mean, consistent with sound
reasoning and conducive policy.

I propose to discuss certain provisions of the bill for the purpose of inducing,
if I can, an advance understanding and construction along those lines. I think
we will have no trouble In agreeing that any plan, however commendable in its
ultimate objective, which injects or permits directly or indirectly any discrimi-
natory features, is thereby and to that extent defeative from the beginning.
On the surface, this bill appears to be free of such objections. Experience has,
however, taught the osteopathic profesion that discriminatory features often
make ter first appearance in administrative policies whch are adopted under
color of'the most innocuous provisions of an act. I realize that Coigreys cannot
foresee every possible construction of its language. Its language must, for the
most part, be of broad and general application. The working out of the detailof operation of the the administrative arm of the

Government, but it Is submitted that all administrative regulations should be
directed toward fulfilling the Itenttions of Congress as expre In the basicact. The hearings and the reports of congressional committees are indexes to
that intention. If you will bear with me, I will discuss the pertinent provisionsof this legislation, beginning first with title VIII.

Under title VIII, page 61. section 802, the Bureau of the Publi. Ieaith Service
is allocated the sum of t8,000000 for distribution among the State in an effort

to further develop State health services. The development of State health
services Is specifically defined In this section to include the training of personnel
for State and local health work. IHow much, or whether the State receives any
of the money for the purpose of training its health-seavice personnel, depends oil
the need for it as determined by the Secretary of the Treasury, who is r.uthorized
by section 803 of the bill to make such rules and regulations as are necessary to
accomplish the purposes of these provisions in the act. Included also In the
definition of the development of State health services, as determined by section
802, Is the assistance of counties and/or other political sutdivisions of the States
in maintaining adequate public-health programs. The basis of need is also the
gage for determining the allotment for these purposes. Under this set-up, it is
obviously important to foresee as nearly as possible what may be the considera-
tions which will enter into the determination of this bazis of need. Epidemics
will, of course, be considerations, but these, we hope, will be fewer and farther
between, and also of a temporary character. Outside the realm of emergency
considerations, what are to be the permanent rules? If we turn to page 335
of the unrevised hearings before the Ways and Means Committee, on H. R. 4120,
a bi'l Identical with this, we are affordedl an advance conception of some of these
rulcA. In the statement therein, furnished by the Surgeon General of the Pubic
Health Service, Dr. Hugh 8. Cumming, appears a recommendation of the com-
mittee on qialifications of local health officers.

Further dentification of the committee referred to Is not made in the state-
ment, but one of the recommendations is that in communities having a population
of less than 50,000, "the health officer shall have a degree of doctor of medicine
from a reputable medical school and be eligible to take the examination for a
license to practice in the State where he is to serve. It is not, however, recom.
mended that the health officer shall actually be licensed, except of course where
licensure is required by statute as is the case In certain States." Look now at the
p receding page of these hearings, page 334. In the same statement and under
the headng of "Reguilations governing the participation of the Public Health
Service In the establishment, development, or maintenance of local health service
in rural areas in the fiscal year 1935", item 6 under this heading reads, "Con-
tributions will be made by the Public Health Service toward the establishment or
maintenance of count,% or district health service opl,: tiuder the follow lug condi-
tions: (a) The county or district unit shall be under !he direction of a whole-time
medical health officer, whose training shall meet the requirements recommended
by the joint committee on qualifications of county health officers and adopted by
the conference of State and Territorial health officers." Now, read these two
recommendations together and you have a prospective regultion under this act
which would deny finds fnr the .rslni:g of a-,." he.'th offi or peranel rMher tVan
those with the M. D. d gree, end no funds v'lll bc given in aid of any mountt % or
district health service unless the health officer In that particular count - or'dis-
trict has an M. D. degree. Now, there are somewhat over 100 pubhe-health'
officers In this country who are osteopathic physicians and surgeons.

Such a regulation would deny any publc-health aid under this bill to those
communities unless they should deprive their present health officers of their
positions and turn them over to M. D.'s. The imposition of such a condition as
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precedent to financial aid would be nothing short of dangling money before
communities for a surrender of their elective or appointive prerogative in choosing
their own public officers, nor is the proposition softened with the consideration
that they don't have to surrender these prerogatives under this act-that they
can keep their prerogatives and not receive the benefits provided hereunder. If
the prevention of disease Is Important at all, it Is just as much so in one com-
m unity as another, and the principle is un-American which would impose a
choice between the right of elective franchise and the extension of public-health
benefits. These communities have preferred osteopathic physicians and
surgeons as their public-health officers. They have recognized the qualifications
of these practitioners for that office. Osteopathic physicians and surgeons are
licensed and practicing in every State and Territory of the Union. Their pro-
fessional training is not Inferior to that of any other school of medicine. Their
colleges Include public-health courses. Their colleges grant the degree doctor
of osteopathy. In 1929, In the act to regulate the practice of the healin art in
the District of Columbia (45 U. 8. expressly provided-I
am now reading from the law- degrees odtor icine and doctor of
osteopathy Phall be accord g e same rights and privileg governmental
regulations." Furtherm In 1930, in the act providir fo 6 coordination
of the public-health a ties of the Government (Public w 71st COn#.),
Congress specifical ly ovided-I era no ng from section 1I the ac - -
"That any regult s which may bed to the quslifi n as to
the appointment medical c e. or em yees vs no prefer to any
school of medici .!

Now, in the of these two cow eenta Cobgres a are
confronted wi the pros a ny n of
the degree doc rof osteo h nd g every o6te1 this
physicianandt geon in tryrm in in public-health- ork
even ;in : 0 omunit Su a ihtion we be ou ht dicriwi ion
Irrational an subversive of the perat In
legislation. ith the in t. por
tion as I hav tested, i not t a see
of the Treasu be agan spec c aly tde inatory"p eto
enees betwee practitioners of n e f ng ractce. uch
discrimination so far out of is te n OfCo
with reason, a with fa that airing o to be su t
Further I ought note be the- o hyaida and
surgeonsof tls untry to to IOctin lecofeting
the healing arts in is count ry o tion stin oif ply,
It should be und , and It doubr hr I ehe -
lation of medical im rtane al four titioners of e healing
art.P

Next, I call your at Iob to title V1i of the bill. This (i i' concerned
with the furnishing of F unds In aid to the States in fu uee of maternal
and child care, Scion 70 , er this title, proved ral allotment for
t extension of matern and are nit n services.

Stion 702, same title, provides Fee nwth Stae agmd
with rendering medical care and other serv ces for crippled children.

Section 703 of that title, extends Federal cooperation with State agencies who
are engaged in public-health services, especially relating to the protection and
care of homeless, dependent, and neglected children, and children in danger of
becoming delinquent. Each of these three sections, which comprise the entire
title imposes upon the States as a condition precedent to an aliotmet of Federal
funds, that each State legislate such a plan for the same general purposes as will
meet the approval of the Children's Bureau of the United States Department of
Labor. This provision, as it occurs in the respeetve sections, will be found in
section 701 on page 63, in section 702 on page 5 and In setion 703 on page f8.
One of these conditions precedent, as outlined in this bill is that it shall be incum-
bent on the State to aecifically provide for itelf and tile purposes of this act, a
plan of cooperation with Medical, nursing, and welfare group and organtsations.
kacb State Is thereby onfrohted with the proposition of erecting sueb a cooper-
ative plan, whether It Wills to do so or not. In addition, its plan must be so
evolved as to meet the preconceived notions of the Children's Bureau, else the
Piano will avail nothing so far as the purposes of this set are concerned. Under
those eirtumstanes , it I only sensible to include that the States are going to
look to the Children's Bureau for guidane. They are going to sk the Childrez'4
Bureau, "What kind of a plan of cooperation, and how far In order -to ieet you
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approval?" These are questions of Intimate cone .n to the medical and chart.
table institutions throughout the country. Any discrimination amongst these
groups would be very unfortunate. As a matter of fact, so plain Is the duty to
avoid discrimination that It would ordinarily eem to be begging the question to
suggest it. I am, however, compelled to do just that very thing-that is, suggest
not only the possibility, but the probability of discrimination. I am moved to
do so from experience with prior legislation of a similar character, and I am
prepared to illustrate this sugestion by a recitation of that experience.

One of the fields of the Federal Emergency Relief Administration Is the fur-
nishing of medical service to those on the relief rolls. The cooperation of the
medical professions Is of vital importance in that connection. As a guide for
the purpose of organizing and implementing this medical relief service, the Fed-
eral Emergency Relief Administration issued Rules and Regulations No. 7.
Paragraph no. I of these regulations set forth the policy of the administration
to be recognition of the traditional family and family physician relationship in
the authorization of medical care Section 3 of the regulations provided, I am
now reading from the regulations en page 7 paragraph "(b) Licensed practi-
tioners of medicine and related profbzqons" hen a program of medical care In
the home for indigent persons has been vi1cially adopted, participation shall be
open to all phyichlani licensed to practice medicine in the State, subject to local
statutory limitations and the general poicy outlined in regulation 1, above."
These two sections followed a general introduction in this language: The con-
servation and maintenance of the publio health is a primary function of our
Government. In this emergency, the ingenuity of Federal, State, and local
relief officials Is being taxed to conserve available public funds and, at the s"me
time, to give adequate relief to those in need. To assist State and local relief
administrations in the achievement of these aims, with regard to medical care
two steps have been taken: First, to define the general scope of authorized
medical care, where the expenditure of Federal Emergency Relief funds is in-
volved; and, second, to establish general regulations governing the provision of
such medical care to recipients of unemployment relief."

In order to allay any possible misconstruction of the regulation confining par-
ticipation to physicians "licensed to practice medicine" in the States, Dr. Chester
D. Swope, Farragut Medical Building, Washington, D. C., chairman of the public
relations committee of the American Osteopathic Association, immediately on
September 18, 1933, addressed a communication to Dr. H. Jackson Davis, con-
sultant in medical care for the Federal Emergency Relief Administration. The
language employed In that letter Is Its own best exponent. It reads as follows:
Dr. H. JACXSON DAVIS,

Federal Emergency Relie/ Administration,
Albany, N. Y.

DAS Dn. DAVIS: We are informed by the headquarters of the Federal Emer
gency Relief Administration that you are in charge of the medical relief depart
mentof the organlation. In that connection, we wish to bring to your attention
certain phraseology appearing in paragraph (b), section 3, of the Regulations
Governing Medical Care Provided in the Home to Recipients of Unemployment
Relief", Rules and Regulations No. 7.

Paragraph (b), entitled "Licensed practitioners of medicine and related pro-
fessions", reads in part as follows: "When a program of medical care in the
home for indigent persons has been officially adopted, participation shall be open
to all physicians licensed to practice medicine in the State." Elsewhere in the
regulations the right of osteopathic physicians to participate is patent. The
phrase " licensed to practice medicine , as used in (b) above mentioned, woudd
undoubtedly be construed by court of law to include osteopathic physicians.
Neither we nor you desire the necessity of resort to legal interpretation. On the
other hand, we arp bound to intIm you that the choice of wording in this particu-
lar phiae is more than likely to cause misunderstanding in the State adminis.
tratn 4of the relief. This Is no time for misunderstandings and we are quite
confident that you will see it to clarify the phraseology at the earliest possible
moment. Will you therefore, please inform this committee thai participation
Is open to osteopathic physicians under the law and regulations of the Federal
Emergency RelIef Administration In like manner as In the case of reputable
physliins of other schools of medicine.

Assuring you of our desire to cooperate to the utmost in the laudable under-
takings of your administration, we beg to commend this matter to your earliest

V ruio n .. .. ,
Verytrul yous, . D. 8woiz , D. 0., Chaoirman.



On September 28, 1933, the consultant In medical care replied to this letter
In the following terms:
Dr. CHESTER D. SWOPE,

Chairman Committee on Public Rdf lone
American Oateopaikic Association, WaAingon, D. 0.

DzR Mi. Swops: I note with interest the question which you raised in
our recent letter in regard to the phraseology of paragrab (b) of Regulation
o. 3, in the recently Issued Federal Emergency Relief Administration Rules

and Regulations No. 7.
Before discussing the point which you raise, I wish to point out the basic con-

cept underlying these rules. The administration recognized the futility of pro-
mulgating any one set of hard and rast rules, complete to the last detail of
policy and procedure, which would constitute a practical guide for providing
adequate medical care in each city, county, and State in the Union. The adminis-
tration was cognizant of the tremendous variation between the different States
of the Union with regard to both the needs and facilities for medical, dental, and
nursing care.

For the above reasons, the rules and regulations finally adopted by the Fed-
eral Emergency Relief Administration were designed W outline In broad terms
the policies, procedures, and lines of authority in which each State could work out
a program-for the provision of adequate medical care "in the home to recipients
of unemployment relief"--which would be adapted to the peculiar needs, local
statutory restrictions, and economic status In that particular State.

With this broad concept in mind the phraseology in the first sentence of
paragraph (b) of section 3, of the F. L. R. A. Rules and Regulations No. 7, was
deliberately adopted to permit adjustment to the variations in statutory limita-
tions on the practice of medicine in the different States.

The citation referred to reads as follows:
"(b) Licensed practitioners of medicifie and related profeuions.-When a

program of medical care in the home for indigent persons has been officially
adopted participation shall be open to all physicians licensed to practice medicine
in the 9tate, subject to local stoufory limitations (italics mine) and the general
policy outlined in regulation 1, above."

I note in your citation of the above sentence that you omitted the phrase which
I have italicized, yet it is this very phrase which covers the only restriction on
the participation of osteopathic ph 'iclans in any State program for medical
relief, in which State, osteopaths are licensed practitioners of medicine.

For example, under the law in New York State osteopaths are practitioners of
medicine, subject only to the restrictions imposed by section 1262 of the education
law, which reads in part:

"License to practice osteopathy shall not permit the holder thereof to administer
drugs or perform surgical operations with the use of instruments."

Specific reference to "local statutory limitations" was made in the F. E. P. A.
rules to emphasize the fact that participation in the officially adopted State
program, for medical care to indigent persons in their homes was open to "all
physicians licensed to practice medicine in the State", where such practice was
limited or unlimited.

The phraseology chosen may be interpreted as a deliberate recognition by the
administration that it would not be improper for locai relief officials, in their dis.
cretion, to authorize duly licensed osteopaths to perform professional medical
services, subject to the restrictions of law.

Very truly yours, H. JAcxsox DAisMD

ConsuRans in Aledical Care.
The obvious intention of Dr. Davis' interpretation was that within the seope

of their legal authorized practice, osteopathic physicians and surgeons were en-
titled to participation in this relief work In all the States. As questions arose
before State relief administrators, this Interpretation by Dr. Davis was brought
to the attention of the administrators and relied upon in good faith as authorizing
such participation.

About a year after the Dr. Davis letter, the Federal Emergeney Relief Ad-
ministration superseded its consultant in medical care by a medical director,
a Dr. C. E. Waller, Assistant Surgeon General of the Public Health

' 
Service.

Within a short time thereafter, there came to the attention of the publie-relatlons
committee, a copy of a telegram addressed to the Montana State Relief Adminis-
tration, over tOe signature of Dr. Waller, which read In part as follows: I'If

1017010^ % d%1Lr*11 QVIMM"VP 'AAV"



1?74 CONOMO SECURITY AQT

osteopaths are licensed to practice medicine in Montana, they are eligible to par-
ticipate Inmedical-relief program in that State; if not1 they must be considered
ineligible." The Montana relief administration immediately called for an opinion
of the Montana attorney general, and inasmuch as osteopaths are licensed to prac-
tice osteopathy in Montana, the opinion was that they are not licensed to prac-
tice medicine. That status of affairs, following, as it happened, upon the heels
of a cooperative conference with Dr. Walker, and in direct contravention of the
principle expressed in the Dr. Davis letter, evoked the following protest, which
it will be noted, was dispatched on November 14, and which to date has not
received la reply.

Dr. C. E. WALLER,
Medical Diredor Federal Emergency Relief Administration,

Was lingfon, D. 0.
DEAB DR. WALLER: You will remember that I called on you a week or so ago

with regard to certain difficulties that had been encountered In the States in t e
construction of Rules and Regulations No. 7 as they apply to participation by
osteopathic physicians in medical relief. I told you at that time that on oca-
alons where sueh misunderstanding arose the Dr. H. Jackson Davis letter on the
problem had been sifficient to set the matter right. The object of my call was
to Increase the efficiency and the cooperation of the osteopathic profession with
your organization here and In the States.

Dr. Davis' letter plainly holds the term "licensed to practice medicine" as
used in paragraph (b) page 7 of Regulations No. 7, to mean healing art and goes
on to say that the phrase "subject to local statutory limitations" is the only
limitation on the extent of osteopathic participation. Now, the only sane con-
clusion from that interpretation is that Rules and Regulations No. 7 include
osteopathic participation in every State. The exclusive connotation of the phrase"subject to local statutory limitations" is to avoid the construction that these
regulations actually increase. private-practice rights beyond the source of all
practice rights, namely the licensing laws of the various States. We have gone
on the assumption, ana various State administrators have gone on the assump-
tion, as both we and they had a right to do under the Dr. I. Jackson Davis
letter, that osteopaths in every State were not only entitled to participate but
under a duty to cooperate in performing this relief service. We have under-
stood from the start that if in certain States osteopathic physicians were by
State law inhibited against the use of surgery then in those States osteopathic
physicians could not resort to surgery in the Federal relief work. Within such
limitations, however, we have assumed that their cooperation with you was not
only desired but Invited.

During my Interview with you, I understood you to remark that you would
not want to cram osteopathy down the throat of an unwilling State administrator.
This is not a question of sensitiveness or likes and dislikes; it Is a question of
medical relief and any method which has a tendency to blight a profession recog-
nized and licensed in every State of the Union is obviously "'hay wire" and
ill-conceived.

I am just now In receipt of a copy of a telegram purporting to come from you.
It was directed In answer to official inquiry on osteopathic participation in
Moatana. In that telegram It is said "if osteopaths are licensed to practice
medicine In Montana they are eligible to participate in medical relief program in
that State; it not they must be considered ineligible."

Previous to that telegram the osteopathic physicians of Montana had prepared
apartlclpating agreement for the profession with the State relief officials In an
efort to lend their best cooperation. Notwithstanding their obvious right
to participate, you were apparently asked for an opinion and your opinion
stated them to be ineligible unless" licensed to practice medicine." Certain of
the State relief officials found some State court decisions holding that osteopaths
in Montana e not authorized to practice medicine.

Now, this Montana example, in which you apparently participated, represents
the very thing that I talked to you about. Y.ou well know that the term "medi-
cine" has several meanings. In Its general sense it means "healing art." In
it restricted sense, so far as certain types of practice acts are concerned, it means
a certain type of healing as distinguished from other types. The Dr. H. Jackson
Davis letter, above mentioned, held that it meant healing art, as obviously the
reglatIons were intended to be in general terms. Furthermore, the policy for
medical care as enunciated in Regulations No. 7, F . R A., stresses on page 2 of
those regulations "the traditional family and family-physician relationship."
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Your interpretation, coupled with the nriatner of its handling in Montana has the
effect only or preserving or tending to presere traditional famtiy-pbysefa~t
relationship so long as the physician Is an M. D. At 166t that would bb tiue,
except in cases such as Texas and Colorado where every healing art practitioner
Is "licensed to practide medicine." In the States such as those mentioned, whe~e
all healing art practitioners are especially licensed to practice medicine, it is
patently absurd to say that ostpiths in those States are entitled to participate,
whereas In other States even though their rights of practice may be absolutely
equal, they are denied that right.

I wish further to callyour attention to the fact that in the early days of ostop-
athy, osteopaths were frequently prosecuted for "practicing medicine." That
fight has been resolved in the States for many years. Interpretations like yours
to Montana will have a tendency to breed and revive'again that old contention.
Osteopaths in every State are licensed to practice their profession. It Is true
that their practice rights are limited in certain of the States, but in the broad sense
of the term, &lI of them are practitioners of medicine when we consider the term
"medicine" as including the healing art. Osteopathy is a school of medicine just
as allopathy and homeopathy are dehools of medicine. Your construction of
Regulations No. 7 has worked a discrimination against the osteopathic practi-
tioners in Montana. If you cannot agree with th'e Dr. H. Jackson Davis iettki,
or If in your opinion you are properly construing that letter, then we suggest that
there is nothing holy about the Wvording of the regulations themselves, and we
request that under those conditions you amend them to read "healing art", pr in
some other manner to do equity. If Dr. Davis' letter does not mean what we
think it does, or Is susceptible to varied interpretations, then we think It better
to amend the regulations, rather than to'construe constructions ad infinitum.

I have every desire to see this matter handled with dispatch, as I am sure
you also desire It. There seems no reason at all why the osteopathic profession
should be harassed by ambiguity. Their rights of participation are absolutely
as are those cf other schools of medicine, and State administrators should be given
to understand that fact In no uncertain terms. I feel that this matter can be
determined the most efficaciously In conference.

Very truly yors, L. L. OouanzY,

Counsel Public Relations Cormittee.

The osteopathic profession has not Bat bhck listlessly, veftslnk'to cooprate or
take part in national health programs. The profession in the States worked odt
plans of cooperation with the relief administrations. Some of these plans were
accepted in the States, but the present attitude of the Federal Emergency Relfif
Administration c¢n have the effect of destroying whatever cooperation haA been
brought about. Ther'steopathio.profession offered Its assistance to the Cor,-
mittee on Economic Security. The consultation of the profession on these
national and local health problems was not only unsolicited by that committee,
but the profession has been consistently refused even the courtesy of official or
unofficial inclusion in its deliberations. Under such conditions, and in view of the
experience related, It can hWrdly be construed as borio~ing trouble when we
suggest the possibility of ultimate discrimination under the terms of this act,
which are the handiwork of that committee.

In introducing our correspondence with Drs. Davis and Wailer, It 'should be
understood that we are in no sense engaging Inpersonalities. It tells a vivid
story of discrimination, and it teller It officially. Not only the propiety, but the
actual nec6sity for introduction of this correspondence is furthest indlited bY
the fact that the administration of the provisions of titles I and II of this act is
provided to be under the Federal Emergency Relief Administrator, In Whose
bali'ck originated the discriminatory practice forming th6 subject of the
corresp~naence.

Title of this 9c0nomid Security Act p provides Federal aid to States for old-age
assistance programs. The State, in order to qualify for its allotment for these
urpses, euired to subsnit a jilan for old-age assistAnce, Including provision
or nab ea ubsistnice compatible with decency and health. The Adminti-

trator will determine whether the State plan makie such reMonable provision.
It is not too much to expect that in the evolution of these plans, it will be necessary
to make the providon 6f iich subsisteice tbe most econonbIc&J, and that wi
entail the provlslon of speqtil medial care. The present attitude of the Federal
Relief Adamlhist'tor, as reflebted In that of his medical director, would InVolve a

116807-3a----8!



1276 EcONOM1o SECURITY ACT

condition upon the States that osteopathic physicians and surgeons be denied
participation in su.-h a medical service. The same conclusion applies to title II.
Title 11 of the act provides Federal assistance to States for aid to dependent
children and requires submission of State plans to the Administrator for approval,
which State plans must contain provision for reasonable subsistence compatible
with decency and health. As in title I the provisions of title It may be construed
to require that State plans so contemplated must include the provision of medical
care. Now, if the Federal Emergency Relief Administrator is consistent, he will,
as Administrator of the provisions of this title, impose limitations on the States
which tili deny to osteopathic physicians and surgeons participation in any
medical services rendered in contemplation of provisions of this tile.

Not only would such regulations deny Federal recognition; they would have the
effect of establishing osteopathic exclusion by State law. That is not only a
milestone in Federal regulation of the healing arts in the States, it is the exercise
of an unfounded power to destroy them. This cannot be the intention of Congress
and the American Osteopathic Association appeals to this committee for an
expression to that effect.

The CHAIRMAN. At the request of Senator Gore I desire to submit
for the record a report by the special committee of the American Bar
Association opposing the ratification of the proposed child-labor
amendment to the Constitution of the United States; also remarks
by William D. Guthrie, chairman of the special committee of the
American Bar Association, before the judiciary committees of the
senate and assembly of the New York State Legislature.

REPORT OF THE SPECIAL COMIIIU Z OF THE AMmIOAN BAR ASSOCIATioN As'-
POINTED TO OPPOSE RATrICATION OF THE PaOPOSW CuILD LA~BO AMENDMENT
TO THE CosTITUIoN OF THE UNIEiD STATES

Foreword by Scott M. Loftin, president of association.
Special committee of the American Bar Association: William D. Outhrie,

chairman, S6 West Forty-fourth Street, New York City; Arthur L. Gilliom,
Fletcher Trust Building, Indianapolis, Ind.; Garrett W. McEnerney, Hobart
Building. San Francisco, Calif.; Harry P. Lawther, Tower Petroleum Building,
Dallas, Tex.; William Logan Martin, 600 North Eighteenth Street, Birmingham,
Ala.

[Reprint of report published in Journal of American Bar Assoclation for January 19351

THmr FEDzRAL CHILD LABOR AMENDMENT BY THI SPECIAL COM1rrM-E Or THE
AMEWCAN BAR Assocu0roN

This statement by the special committee of the association appointed to
oppose the so-called " child labor amendment ", Is worthy of the careful con-
sideration of every member.

In the fitst place, it makes the position of the American Bar Association
plain. The association is opposing the proposed amendment, but it Is in no
sense opposed to effectively protecting and Tegulating employment of children.
On the contrary, the American Bar As.sociation has continuously for several
years been urging the adoption of a uniform child.labor act containing such
regulations as may reasonably be dealt with by uniform provisions. This act
was drafted by the commissioners on uniform State laws, which Is a part of
the American Bar Association. But the association holds that this matter is
peculiarly the business of the States; that the majority of them have already
dealt efficiently with the problem; that the others, with a few exceptions, have
made advances In the right direction; and that a State's solution of its problem
which will take into consideration local conditions will unquestionably be more
satisfactory and workable than a general uniform plan imposed by a central
bureau.

Under the uniform act referred to, the administration and enforcement of
the law for the protection of children are vested in the States, where they
properly belong both from a constitutional and practical standpoint, add "not
in any centralized Federal bureaucracy functioning in and from Washington."
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The statement further makes clear the true meaning of this proposed amend-
ment. It is doubtful if many citizens realize the vast inquisitorial and regu-
latory po~er over the lives of children, far beyond their employment for hire
in industrialized and commercialized concerns, which It attempts to confer on
Congress. The legislative history of the measure, as here set forth, is deeply
significant. Even many who favor a child labor amendment will draw back
from the tremendous possibilities for governmental control involved in this
proposed amendment. And many who do not agree with the committee's con-
struction will doubtless agree that in a vital matter like this the terms should
be made so clear that different constructions are not possible.

I believe that the committee has discharged a patriotic duty in an able way,
and it is my hope that the members of the association will aid In bringing this
statement to the attention of the legislators in those States in w which an effort
for ratification is likely to be made in 1935.

So0TT M. IuFins, President.

FPOs r O co EX

In pursuance of a resolution adopted by the executive committee of the
American Bar Association and approved at the 1934 annual meting,' the pres-
ident of the association has appointed the undersigned a special committee to
oppose on its behalf the ratification of the so-called "

0 child labor" amendment to
the Constitution of the United States proposed by Congress on June 2, 1924.
This action of the association was in accord with and supplemental to a prior
resolution adopted by the executive committee and ratified by the association
at the annual meeting in 1933, which declared that "the proposed child labor
amendment to the Constitution of the United States should be actively op-
posed as an unwarranted invasion by the Federal Government of a field in
which the rights of the individual States and of the family are and should
remain paramount."' The special committee has accordingly studied the ques-
tions of constitutional law and practice thus presented for their consideration,
and it has prepared the following review of the history of the proposed amend-
ment, its purpose and ititent, and its construction and effect.

HISTORY Or PROPOSED oHrW LABOS AUIENDMET

The Federal child 'labor amendment was proposed by Congress to the legis-
latures of the several States on June 2, 1924, in pursuance of article V of the
Constitution of the United States, which authorizes Congress to propose amend-
ments "whenever two-thirds of both Houses shall deem It necessary," end
which regulates the procedure for the ratification of any.such amendment by
three-fourths of the States. The primary Inquiry is whether, after the lapse
of more than 10 years and 6 months since Its proposal by Congress to the Stute
legislatures, this proposed amendment can be held to be still pending for ratif-
cation, and also whether a State legislature: may, after an interval of many
years, now withdraw or can-el a due rejection by a prior legislature, and
thereupon validly ratify the amendment.

Twenty-one articles of r iendment to the Constitution of the United States
have so far been ratifleO, and In each instance the ratification has been within
a reasonable time aft,- the proposal. The shortest period was 9 months and
13 days in the ease ,f the Twelfth Amendment. The longest period yet taken
for ratification w-s 3 years 6 months 5 days in the case of the sixteenth or
Income-tax amen anent, which was proposed July 81, 1909, and declared ratified
as of February , 1918.

As stated abve, the child-labor amendment was proposed by Congress on
June 2, 1924. It was ratified that year by 2 States and rejected by 1 State;
it was rejected In 1925 by 82 States and ratified by 8; In 1920 it was rejected
by 2 States ai d ratified by none; In 1927 it was rejected by I State and rati-
fied by 1; In 1928, 1929, and 1930 there were no rejections or ratifications; in
1931 it was * atifled by 1 Stat.t and rejected.by none, and in 1932 there were
no rejections or ratifications By the end of February 1925, that is, within
9 months after the amendment had been proposed by Congress, It had been re-

i Amercan Bar AZwoclatIfd loutibi, Otober'1934, p. e04. ".'
'Annual report, 1938, vol. 58 P. 819. Se also A4,08 of PreMident Matin at p. 238,
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ejected by both branches of tboettslatdte in 18 States, In other wOrds, by 1
more than one-fourth of the 48 States, thus preventing rdtiffcatton by the
three-fouths as required by article V, and, in'addition, onb house or branch of
the legislature in 9 States had refused to ratify, or had affirmatively voted to
reject the amendment. Furthermore, by the end of April 1925, that Is, within
11 months after the submission of the proposal by Congress to the State legis-
lature, the armendment had been rejected by both branches of the legislature
In 23 StAtes and by one branch in 11 additional States, and 15 of the leglsla-
ttres sq rejecting by vote of both branches hiMA certified accordingly to the
Secret" of State of the United StateA. Upon the expiratli on June 1, 1031,
of 7 years after the prooshl by Congre.s, the Amendment had been ratified by
only 0 legislature and rejected in 38 States by one or both branches of theIegislature.eThen the eighteenth amendment was tlropoted on December 19, 1917, Congress

for the first time placed a time limit in a proposed amuendment, namely, 7 years,
as the reasonable time within which, in its Judgment, it should be ratifiel. The
nineteenth, or woman-suffrage amendment, proposed June 5, 1919, coutaied no
time limit, but it was ratified by August 20, 1920, that Is, within 1 year, 2 luornhs,
and 21 days. While the child-libor amendment was pending before Congress In
1924, a motion was made tO insert a time limit, but this was opposed and de-
feated by Its pr6ponnnt. In proposing the twentieth, or lame-duck amendment
on Mareh" 3, 1932, as wnell as the twent-filrst, or prohilbtlon-repeal amendment
on February 2D, 1933, Congress followed *he precedent It had established in
1917, and again, in each Instance fixed 7 years as the time within which the
prolosed amendmeait must be ratified.

Thete Is iot only this ptaettkal Interpretation ahd dolnitatton by Congress
that 7 years Is a reasonable time within which a proposed amendment to the
Constitution of the United States should be ratified, bnt the unanimonus decision
of the Supreme Court In Dillon v. Gloss (1921), 258 U. S. 388, upholding such a
limit of time as appropriate and reasonable. Thu, -Taking for The entire court
in that cae, Mr. Justlc Van Devanter used the following langnage at pages
314-375:

"We do not find anything In the article iV] which suggests that an amend-
ment once proposed Is to be open to ratification for alt time, or that ratflication
In some States may be separated from that In other by many years and yet be
effective. We do find that which strongly suggests the contrary. First, pro-
posal and ratifltation are tot treated as *nrelhted acts, btit as according steps
in u sligle etideavor, the natural itfei'eCe being that they are not to be widely
separatedin time. Secondly, it Is only wien there is deemed to be a necessity
therefor that amendments are to be p-oposed, the retksonable Implication being
that when prolSed the, are -to be considered And disposed of presently.
Thirdly, as tatiflcatlofl Is but the expression of the approbation of the people
and Is to be effectiVe when had in three-fourths of the States, there is a fair
implication that It inust bb sutficlentty contemporaneous in that nutaber of States
to reflect the will of the people in all sections at relatively the same period, which,
of course, k-atiflcation scattered through a long serles ofyears would not mi
These considerations and the general purport and slPlrit of the article lead to
the conclusion expressed by Judge Jameson 6 'that an alteration of the Consti-
tution proposed'today has relation to the sentiment and the felt needs of today,
and that, if not ratified early while that sentiment may fairly be supposed to
exist, it ought to be regarded as waived, and not again to be voted upon, unless
a second time proposed by Congte.' That this is the better conclusion becomes
even more manifest when 'what Is tonprehended in the other view is considered;
for, according to It, four amendments proposed long ago---2 i6 1189, 1 in 1810,
and 1 in 1861--=al-e still pending and In a sltuatldn Wvherfe their ratification In
sonic, f the States many yeats sanle by repr-esentatives of generations now
largely forgotten may be effectively supplemented in enough more States to
make three-fobrtbs by representative of the present or sole future generation.
To that view few would be ble to subscribe, and In our opinion It is quite unten-
able. We conclude that the fatrififereoce or Implication frim' article V Is that
the ratification nust be withIlfs6nio reas6nablt time ifter the proposal."

However, In 1033 the child-labor amendment *as attempted tb be" resdrrected
and its ratification completed ", to use the striking term employed In the opinion
of the court by Mr. Justice Ven,Devanterin.DU1* v. QIose, pt.p, 373, and votes

'Jameson on Constitutional Conventions, 4th wd., se. 585.
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of ratification were obtained from 14 State legislatures, of which 12 had years
betore duly rejected the amt.dment.

Ratification, however, was successfully opposed in 1933 in 11 State& In 1934
the amendment was reintroduced for ratification In 11 States, but it failed of
ratification in each instance, either by affirmative rejection by both branches
of the legislature, or by failure to pass in one or both branches. It Is under-
stood that It will be reintroduced by its proponents in 20-odd State legislatures
that have not ratified and that will convene in 193O.

It Is the opinion of the undersigned special committee that, hy January 2,
193, that is, 8 years and 7 months after the amendment had been proposed
by Congress to the State legislatures, more than a reasonable time had elapsed
since June 2, 1924, and that after such a long Interval it could not be resur-
rected and validly ratified by State legislatures "unless a second time pro-
posed by Congress." The special committee is further of opinion that a State
legislature which hs duly rejected a proposed amendment, and particularly
so when it hjs duly certified such action of rejection to the Secretary of State
of the United States, cannot, after the expiration of 9 or more years and due
rejection meanwhile by the legislatures of more than one-fourth of the States,
validly annul, withdraw, or revoke its prior rejection.

The ir;('tice followed In 1SCA-t5 in the case of the fourteenth anendmeot
does ,9t furnish a pree'ilent supporting the contention now advancel that a
State legislature may, after the lapse of 9 years or more, withdraw its prior
due rejection of an amendment and thereupon validly ratify it, even If the
reasoning that "In legal effect, there Is no difference between rejection and
failure to act at all ", be not challenged as Illogical and unsound. This rca-
sonilng Is stated by John 3iabry Mathews in a work published In 1932 under
the title "The American Constitutional System ", at page 39. Tile author,
however, prefaced his quoted remark,; by the qualification "if made within a
reasonable time." Every reversal of action in the case of the fourteenth
amendment was made within a reasonable time, the longest being within 2
year I montli iud 5 days after, the date of proposal by Congress. In the
opinion of the special committee an Interval of eight and a half or more years
Is not a reasonable time, and it is not warranted or supported by any precedent.

It may be added that, in the Judgvaent of the undersigned special. commit-
tee, the preferable course in i33oz 1034, in view of the long interval since
June 2, 1924, wor l have been to apply to Conwrss In order that, if Congress
should then still "deem it necessary", notwithstanding its rejection mwean-
while by one or b -th branches of 46 State, legislatures, the amendment might
be "1v second time I1,rorosed hy Cungress", %yhlh, as we have seen, wxqs de-
clared by the Supreme Conrt in Dfl76n v. Gloss to be manifestly "the letter
conclusion." VMoreover. had application been made to Congrcs In 1C3 or 1R14.
the lonaisge of the amendment could have been modlflel so as to marke It con-
form to tile limited Intent anl purpose now profesed by the Seretary of
Agriculture and the Secretary of 1habor and other advocates of ratification to
be. its, trle Intent, construction, anj effect, although even then there would
remain the fundamental objection and challenge that under our present Fed.
eral constitutional system "the power to limit, regulate, and prohibit the labor
of persons under 18 years of age" should remain, as It has always been.
vested In the several States in accord with the. intentioyi of the tenth amend-
ment anl of the founders, and not taken over by the Fe, eral GIovernment
functioning, nectesarily and Inevitably, through a bureaucracy center. II
Washington.

IMPAIRUL"Nr AND UNDFUMININO OF Ft2)EDAL PRINCIPIZ

When, the child-labor amendment was proposed by Congress and was before
the State legislntures for ratification or rejection In 1924 and 1925. the subject
received the fullest consideration and every aspect was discumssed. It was
emphasized that it would gire Congress npore power over the "labor of persons
under 18 years of age" than was then being exercised by any State. and
woulel in that respect substitute centralized Federal Government for local

See, e. g.. review by P. W. Orinnel, of .Maa'aclhnetts bar. publilteh In March 1925
number of Journal of Association (vol. 11, p. 192) ; drtkle lI Virginia Law Review,
November 1924 by Bentley W. Warren, of te Boston bir; Reconstruction and Constitu-
tton, by Jobn W. Burgess (1902) p 206; ClOlep's Conilitutlonal tAw (1931). F. 46;
Watson on the Constitution t1911,. pp. 1815-15 18- Willoughby on the Const tution
(1929) at p. 593; Georgetown Law Journal, March 1O4. p. 660.



1280 EOONOMIO )SEOUBITY i AOT

self-government. Many lawyers and ;legislators were convinced and urged
that Its Inevitable effect, If ever ratified by the necessary 36 State legislatures,
would be to undermine, in a broad field of governmental activity and responsi-
bility, the Integrity-and virtue of our Federal system of constitutional govern-
meat and impair the separate and independent character of the several States
and their right to exercise their sovereignty and to enjoy local self-government
free of control and dictation from Washington.' Ouch convictions then gen-
erally entertained are undoubtedly the reason why the amendment was so
promptly and overwhelmingly rejected in 1924 and 1925 when public opinion
was full advised as to its intended scope and effect and the then true
purpose and intent of Its proponents, which purpose and intent were not at
all as limited as the advocates of ratification now profess.

In discussing the merits and virtues of the Federal system established by
the Constitution of the United States, Lord Bryce, in his classic, American
Commonwealth, declared that fede:allsm In the United States supplies a
better means of developing and governing the country than could be expected
under any centralized government, "that it prevents the rise of a despotic
central government, absorbing other powers, and menacing the private liberties
of the citizen," and that "the more power is given to the units (I. e., the
States) which compose the Nation, be they large or small, and the less to the
Nation as a whole and to its central authority, so much the fuller will be
the liberties and so much greater the energy of the Individuals who compose
the people." Washington in his Farewell Address admonished us that we
should "resist the spirit of innovation upon its principles, however specious
the pretexts" and that alterations may "Impair the energy of the system and
thuq undermine what cannot be directly overthrown." And Chief Justice
Marshall declared in McCulloch v. Maryland (4 Wheaton, 316, 403) that "no
political dreamer was ever wild enough to think of breaking down the lines
which separate the States, and of compounding the American people into one
common mass."

When condemning the antecedent child-labor acts of Congress of 1916 and
1919 as unconstitutional, the Supreme Court used language equally applicable
to the present proposed child-labor amendment. Thus, as to the act of 1916.
the Court In Hammer v. Dagenlmart (247 U. S. 251, 275), said:

"The maintenance of the authority of the States over matters purely local
is as essential to the preservation of our Institutions as is the conservation
of the supremacy of the Federal power * *." '

And with regard to the act of 1919, Mr. Chief Justice Taft, speaking for
the Court in the Oild Labor Tax coee (259 U. S. 20, 37), among other things,
said:

"The good sought in unconstitutional legislation Is an Insidious feature,
because it leads citizens and legislators of 'god purpose to promote it without
thought of the serious breach- it will make in the ark of out covenant or the
harm whlih will come from breaking down 'recognized standards. In the
maintenance of local self-government, on the one hatd, and the national power,
on the other, our country has been able to endure and prosper for near a
century and a half."

RXISTINO STATE LDOISLATION

Every State now has a child-labor law for the protection and safeguarding
of its children and youths, adapted, it is fair and reasonable to assume, to
local conditions, wants, and needs, and to the differences of climate, resources,
industries, production, and other conditions existing among the several States.
A number of the States have no mines, some little or no manufactories, some
no slums, many no such congestion, poverty, and misery as are to be found
in or about the great cities and congested areas. About 40 States prohibit
and forty-odd regulate the employment of persons under 16 In dangerous
occupations, and every State but 1 prohibits children under 14 from being
employed in factories. That one State is Wyoming, but It does not permit
children to work during school bouts, and it is essentially an agricultural

gDangers in Disregarding Fundamental Conceptions When Amending the Federal
Conslittion by Chlef just ce Von Moscbzlsker of Pennsylvania in the Cornel LawQuarterly. lbecember 1925;. and The Child Labor Amendment, by Thomas J. Norton
author of The Constitution of, the United States* Its Sources and Its Application, and
Central lg, 'ower by Mr. Justice Frank Ichna on, Jr., of llnois, both published i
the Chicago Daily News, serially, In January 1925.
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and not a mining or manufacturing State. Thirty-six States limit the indus-
trial work of children to 8 hours a day. All but four States prohibit night Work
In industrial employments for those under 16.

Every State now has a compulsory education law, usually for the entire
school session for those up to 14 years of age; and In 41 States the require-
ment is 16 years of age, with certain exemptions after 14 and 15 years of age.
About 40 States require an educational or school minimum before a child may
begin to work for hire, and 26 require a physician to pass on a child's fitness
for work. In fact, the progress of the States toward safeguarding the welfare
of children has been steadily progressive and highly encouraging during the
past 20 years, as anyone can readily verify by examining the laws of the
several States and the Federal censuses of 1910, 1920, and 1930. The reprint
of chapter 6 of volume V of the Fifteenth Census Reports on Population and
Children in Gainful Occupation, Fourteenth Census (U. S. Government Print-
ing Office, Washington, D. 0., 1933) contains the following statements:

"Decrease from 1920 to 1930 in children occupied.-From 1920 to 1930 there
was a marked and general decrease in the number and in the proportion of
children returned as gainfully occupied-both of children 10 to 15 years old
and of those 10 to 17 years old.

"Notwithstanding an increase of 14.4 percent in the number of children
10-15 years old in the United States between 1920 and 1930, the number of
such children gainfully occupied decreased 37.1 percent during the decade and
the proportion of them gainfully occupied dropped from 8.5 to 4.7 percent.
The decrease in the proportion of boys antd of girls 10 to 15 years old gainfully
occupied extended to each geographic division and to each State.

"For each sex the decrease from 1920 to 1930 in the number of children
10 to 15 years old gainfully occupied was general throughout the occupational
field."

The American Bar Association has for several years been urging the
adoption of a uniform child-labor act containing such regulations as may be
reasonably dealt with by uniform provisions; but the commissioners on uni-
form State laws who drafted this act, it is understood, recognized that the
administration or enforcement of any such law for the protection and safe-
guarding of children should be vested in the States and not in any centralized
Federal bureaucracy functioning in and from Washington. It is submitted
that the several States, with their varying climatic, racial, and economic con-
ditions, resources, needs and customs, can administer a child-labor law in
accord with their several local conditions, necessities, and resources far more
effectively, more reliably, and more sympathetically and humanely than would
be likely by nonresident officials, or any Federal bureaucracy centralized in
Washington in the Labor or any other Federal department.

TRUE INTENT AND PURPOSE OF PWEOSE CIULD-LAOR AMENDMENT

The intent and purpose of the framers of the proposed Federal child-labor
amendment in 1924 were Indisputably to centralize and vest in Congress un-
limited and supreme power over the labor of all persons under 18 years of age
throughout the United States. Indeed, no language could have been em-
ployed that would have more fully or more completely vested this unlimited
power. The proponents of the amendment at that time rejected every Imlta.
tion proposed. The Congressional Record so demonstrates. No such reason-
able and limited purpose as is now being represented by the advocates of
ratification was avowed or professed in 1924, but quite the contrary was
Insisted upon.

The text of the proposed amendment is as follows:
"Sayrro, 1. The Congress shall have power to limit, regulate, and prohibit

the labor of persons under eighteen years of age.
"So. 2. The power of the several States is unimpaired by this article except

that the operation of state laws shall be suspended to the extent necessary to
give effect to legislation enacted by the Congress."

The intent, purpose, and construction of an amendment to the Constitution
of the United States must be determined by its language if plain and unambig-
uous, as evidencing the intent and purpose of Its framers when proposed to
the State legislatures for ratification or rejection, and not by some different,
limited, or restricted intent and meaning professed by advocates of ratification
years afterward. Hence, the controlling factor in considering the proposed
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Federal child-labor amendment is not what moderatloii, reasonableness, or re-
qtraint Is now Intended or professed or promised, but what was within the
Intention and meaning of its framers in Jung 1924, what wfts being pressed

'poi the attention of Congress at the time the amendment was being con-
sidered by Its Members and the purport of the language finally employed.
The rule had been long settled that, when the language of a constitutional
provision is ilatn and unambiguous, it controls and determines its legal
inten alid effect, and that there is then no room for conjecture, or, stated in
other words, that it must be held to mean and intend what it plainly says.
It ha Jurther long been the settled rule that any general power expressly
vested fn Congress by the Constitution is complete in itself, that it "may be
exercised to Its utmost extent ", and does "1 not depend on the degree to which
It may be exercised ", that it "acknowledges no limitations, other than are
prescribed in the Constitution ", and that "if it may be exercised at all, it
must be exercised at the will of those in whote hands it is placed.6

Reference to the Congressional Record will convliclngly show the far-reach-
ipg Intent and purpose of the framers of the proposed amendment, and will
render quite indisputable that such intent and purpose were not at all as
limited as Is now professed by the advocates of ratification.

The proposed amendment has n title, and it does not contain the word
"child" or the word "children." The word "children" was originally con-
tained in the proposed amendment, and one might reasonably suppose that
the term would be quite essential in any alleged child labor amendment.
HoWever, the framers were advised by counsel that the "term 'child' had
been held to mean person;" under 14 years of age. The word "persons" was,
therefore, substituted because, much broader and more comprehensive.The word "prohibit'" was niot at first proposed, but was added undoubtedly
in order to obviate an assumed limitation upon the meaning of the words
"limit" and "regulate", namely, that a limitation or regulation must be
appropriate.! The proponents o- the amendment were being advised by dis-
tinguished lawyers and pr.'essors of law, and, therefore, the particular signifi-
cance of any changes mrde, such as the addition of the word "prohibit

" ,

cannot be disregarded. "he' e la ers must have been familiar with the deci-
sions of the'Supreme Court of the United States. They probably advised that,
if it were intended to seek power not only to "limit" and "regulate ", but to
go further and absolutely "prohibit" the labor of persons under 18 years of
age WitoWt qualificatlfi or limitation of any kind, the express power to
"prohibit" ought to be added. They must have had In mind the settled doc-
tine that every word in the Constitution of the United States must be given
effect, and that no word can be treated as unmeanipg or mere surplusage, and
hence that "prohibit ", so used, wouI0 Imply and mean more than "limit" or
"regulate" (Cong. Rec. vol. 65, p. 7181). '

It was originally intended to grant to Congress the power to limit and
regulate "the employment of children", following in this respect the two acts
of Congress of 1916 and 1919 which had been declared, uncoplitutional and
void by the Supreme Court (aupra), both of which statutes lnd used the phrase
generally to be found In State child labor statutes, that Is "employed of per-
mitted to work." The Congressional Record shows that the promoters of the
pioposed 'amendment "had the word "labor" substituted because they were
adylsed that the word "employment " might be cost rued to Imply "hired for
pay " within the currently accepted meaning that, when a person is said to be
employed, it Implies work or service for another and generally for pciy. As,
however, it was the intention of the framers of the proposed amepdxnmelt to
reach right Into the home and home farm, where children, 'as the Chief of the
Children's Bureau In the Labor Department testified, "often work with their
parents without pay and hence are not on the pay roll", they objected to the
* ord "employment" as too restrictive. This was testified by Miss Abbott, the
Chief of the Children's Bureau of the Labor Department, as the Congressional
Record shos. (See Senate Report on Child Labor Amendment, page 39.)

6Mnrlx v. IHputerra Leso, 1 Wheat., 304. 3g ; Mct'uloch v. Maryland, 4 Whegpt.,
ale 402 423; Darthmouth Uollge v Wo0dward,4 Wheat., 418. 644; fbbo~q V. 0.n,
9 Wheat:. !. 196; Brown v. Maoryland 12 Wheat.. 410, 439; Frerard's Brewreries v. Do
265 U. 8. 545, 58. See also Veozfe hAhk v. Fenno, 8 Wall. 533 - The Lottery Oase 188
U. S. 321; McCray v. United Statls, 195 U. S. 27; Uamineitl v. UNited States, 242 . B.
470- W rt.o v New 243 U . 332.

'United Statea &onstltttlon. article 1, see. Vll, subdivision 18, as construed In
McTullocA v. iarylead, 4 Wheat. 316, 413.
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The word deploymentt" V¢as, thdef6re, 'discarded, and the broader term
"labor" substituted. This substitlition Was thus made In order to cover
beyond possible question the Wrk f childten and youths for their parents in
the home and on the h6me' farm. The Cblef of the Children's Bureau further
testified that the general authority they 'were seeking would Include "power
to regulate labor upon the farms and in agriculture", and she added emphati-
cally "Just as much regulatory power as to farming as mines or any other
work or occupatibn ", and "

'°
wbuld make no exception at all." (See )Report of

Housc Hearlngs, page 3.)
'7he' minority report of the Judiciary Committee of the House prevented on

March 29, 1924, by its chairman, Mr. Graham, of Pennsylvania, a distinguished
lawyer, stated as follows with regard to the then understanding of the Intent
and purport of the proposed amendment: '

"It Is possible to pass a law "prdhibiting the labor of all minors under 18
years of age. If so, the States would have no jurisdiction whatever left upon
that Oubject. The New England farmer's boy could not pick blueberries on the
hills; the city schoolboy could not sell papers after school; the country boy,
white or black, could not work in the cotton, wheat or hay fields of the South
or West; the college student even, if tinder 18, could not work to pay his waythrough college."It will not do to say'that Congress 'would not pass such a drastic law,
Perhaps it might not. We should'not'forget, however, that the sixteenth-the
Income tax-aiendinent wasadopted upon the supposedly unanswerable ground
that without it the Nation in case of war or other public emergency would be
without adequate means of raising revenue. Yet It was hardly ratified before
Congress levied an Income tax, and at a time idhen the country was at peace
wita the whole world. Almost before the eighteenth amendment took effect
the extreme Volstead law was enacted, which Is so extreme that tit the opinion
of many thoughtful citizens its severity is responsible for the 'unsatisfactory
enforcement of prohibition."

Representative Ramseyer of Iowa, who voted for the amendment, among
other explanations In the House on April 26, 1924, stated as follows:'

"Mark right here, too, it does not say the 'employment' of persons under
18 years of age, but the 'labor of persons under 18 years of age' * *.
A boy who Is sent by his father to milk the cows, labors. Under the proposed
amendment Congress will have power to regulate the labor of a boy under the
direction of his father as well as the employment of the same boy when he
works for a neighbor or stranger. * * Congress will have the power to
' limit, regulate, and prohibit' the labor ofgirls under 18 years of age in the
home and of boys under 18 years of age on the farms. Gentlemen admit that
the effect of the proposed amendment is just as I stated it."

And Representative Crisp, of Georgia, then'sald "
'

"This amendment does not limit or confine the power of'Congress to legs-
late with respect to the work of persons under 18 In mines, factbries, sweat.
shops, and other places injurious to moral or Physical welfare, but it goes
further-it is as wide open as the heavens-and provides authority to say they
cannot work in the fields, stores, or in other wholesome and healthful occupa-
tions. Aye it goes even further; It confers upon' Congress the power to say
that a girl under 18 cannot assist her own mother In doing the housework,
cooking, or dish-washing In her own hone, and that a son of like age cannot
help his father to work on a farm."

In the Senate on May 31, 1924, Senator King of Utah said:"
"Of course, It Is obvious that under the guise of the amendment they will in

time take charge of children the same as the Bolsheviks are doing In-Russia,
and control not only their labor and their ed-ication, but after a time determine
whether they shall receive religious Instruction or not, the same as the Bolshe-
viks do in Russia. It is a scheme to destroy the State, our form of GOvernment,
and to introduce the worst forms of communism into American Institu-
tions. * *"

These quotations are but a few of the many similar items of evidence to be
found in the Congressional Record and committee reports as to the understand-
Ing of Congress In 1924, and presumably the intent and purport of the proposed
amendment.

$Report no. 805. pt. 2, p. 8.
$Congressional Record, vol 65 p 7290
3*Congressionl Record, voi. 6, p. 7174.
" Congressional Record, vol. 6M, p. 10007.
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Yet, 10 years afterward, the Secretary of Labor, Miss Perkins, and the Secre-
tary of Agriculture, Mr. Wallace, are publicly asserting the direct contrary as
to what Congrts understood and intended in 1924. Thus, in an article by the
Secretary of Labor published in the New York Times on January 28, 1934, she
quoted with approvall and gave currency to the following plainly erroneous
statement .

"The amendment gives Congress power only over the labor of children for
hire, and nothing else. It would not give Congress power to send inspectors
any place except where work for hire was being carried on, and therefore
Congress would have absolutely no power to send inspectors Into families,
schools, br churches any more than it has now."

And equally erroneous, if not equally misleading, was the following state-
ment made by the Secretary of Agriculture and also given wide publicity:

"Coming from an agricultural State, I am familiar with the attempts of
opponents of the amendment to arouse farmers against it on the ground that
farm boys and pirls would no longer be permitted to help with the chores and
that the parents' authority over their children would be seriously impaired.
Of course, this is nonsense and every fair-minded person who knows anything
at all about the proposed amendment knows that it Is nonsense. The amend-
ment Is directed at protecting children from industrialized and commercialized
employment which endangers their health and interferes with their schooling.
Farm chores done outside of school hours and suited to the age and physical
capacity of the youngsters certainly do not come under the heading of industril-
lied and commercialized employment."

It Is quite true that children so engaged do not come under the heading of
industrialized and commercialized employment, but the Secretary apparently
was entirely Ignorant of the fact that the proposed child-labor amendment
was not at all Intended to be limited to "industrialized and conminerclalized
employment", and that no such heading or limitation or qualification is ex
pressed therein or can be implied therefrom.

The sincerity and good faith of these two members of the Cabinet and of
the other advocates of ratification who are making similar statements need
not be chalanged because it is assumed that they must, of course, be unaware
of the understanding and Intention of Congress in 1924 and of the settled
rules of constitutional interpretation. It must, however, be a source of regret
that they have not seen fit to consult the Congressional Record before under-
taking publicly to discuss the purpose, Intent, and meaning of an amendment
to the Constitution of the United States proposed by Congress. liad they
done so, It Is reasonable and proper to believe that they would in candor prob-
ably be convinced that the intention and understanding in 1924 of the Congress
that proposed the amendment were not at all as limited as they are now rep-
resenting. They are, it is true, liberal in professions and assurances of mod-
eration, restraint, and reasonableness, and of absence of any present purpose
or intent to urge Congress to exercise all the legislative power that the amend-
ment would vest In it. But how can anyone give assurances as to what Con-
gress will or will not do?- The Secretary of Labor has declared that she thinks
"it is inconceivable that Congress should ever pass such legislation, for no
one wants to prohibit all work for children under IS." That being so, why
is she urging that such a power be granted to Congress when no one wants
ever to have it exercised and when no State legislature has ever exercised It?
Criticizing this statement of Miss Perkins, the Hartford Daily Courant in a
leading editorial published Vpril 24, 1934, justly said:

" If nobody wants to do that, then the amen(mant should have been so drawn
as to make it Impossible. Experience has abundantly proved that sooner or
later every legislative body avails Itself of every last vestige of power that it
possesses. It may start out moderately enough, but there are always those
who think the pace too slow and insist on going farther and faster. They
organize themselves under sonic ilgh-sxundinig title that gives the Impression

they are working for noble, liumanlarian ends, and often succeed in exertingsufficient pressure upon the law-ninking body to gain ulterior objectives."

If the proposed amendment be ratified, there will have to be an enormous
increase in the personnel of the Labor and Agricultural Departments, the
former having in 1033" a personnel of 5,330, and the latter in 1934 having a
personnel of 40,857. As ex-Governor Smith of New York well said In The New
Outlook for March 103. in opposing ratification of the child-labor amendment:
"Is it conceivable that Federal control can be exercised otherwise than
through a new army of inspectors, Investigators, sleuths, bloodhounds, and

13 Figures for 1934 were refused on ground that they bad not yet been oMicially
published.
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statisticians traveling about in trains, automobiles, aLd cn hors
, 
bavk, s topping

at hotels, and bedeviling the work of (State) labor departments?"
It was urged upon the New York Legislature In April 1934 by some of the

advocates of ratification, "that the diversity of State legislation (I. e. as to
child labor) had resulted in inequitabl, conditions and unfair competition for
industry." All concern as to safeguarding the health, morals, or welfare of
children for the time being became apparently quite secondary, and the admis-
sion made that the Constitution of the United States was being sought to be
radically amended In order to equalize labor conditions and competition of all
persons under 18 years of age throughout the entire United States. Obviously,
the very same reasoning, If sound, would support an amendment providing that
the labor of adults should likewise be "limited, regulated, and prohibited"
by Congress In order to set aside State legislation which it was conceived "lha s

resulted in Inequitable conditions and unfair competition." The attitude of
the American Federation of Labor Is shown by the appeal recently Issued by
President Green urging the labor organizations to support ratification. (See
also if. Doe. No. 651 (1928), pp. 135-136, and the American Fderatlonist, for
Sept. 1934, at pp. 949-958.)

THE DEFINITION AND 6OOPE OF THE WORD "rABUR"

Notwithstanding the broad Intent and purpose of the framers of the child
labor amendment as clearly and convincingly disclosed in the Congress!ooal
Record, it is nevertheless now being urged by advocates of ratification that the
"power to limit, regulate, and prohibit the labor of persons under 18 years of
age", as expressed in the proposed amendment, would not and could not sen-
sibly or reasonably be construed to vest in Congress any power over " the work
of children for their parents at household tasks or in assisting on the farm";
and It is further being argued that as no State has ever attempted to control
such home work "this alone is a complete answer to the charge that Congress
would attempt regulation of that kind." U In other words, the argument is now
being advanced that because no State has ever deemed it necessary or advisable
to exercise the power to prohibit the labor of persons under 18 years of age
in the home or on the home farm, therefore we can safely and wisely grant to
Congress the power to do so, on the assumption that it will never be exercised,
notwithstanding the indisputable insistence In 1924 that that very power should
be conferred. In support of this proposition, which entirely disregards the
avowed understanding, intent, and purpose of the framers of the amendment
and the intention of Congress in 192, the argument Is that the word "labor"
in the amendment must receive a "sensible construction" and not one which
will lead to an "absurd consequence," in the face of the Indisputable fact that
what Is now urged to be "nonsense" and an "absurd consequence" and not a"sensible construction" was the avowed and deliberate purpose and Insistence
of the framers of the amendment and of those pressing the amendment on
Congress In 1924, as the Congressional Record clearly shows.

The decisions In Holy Trinity Churchs v. Uglted States (143 U. S. 457), afid
Maxtewli v. Dow (176 U. S. 581, 602), are, for example, being cited in support
of the contention that the word "labor" will be held to have such a limited
and restricted meaning as Is now suggested. A study of these two cases, par.
ticularly in the light of subsequent decisions, will show that they do not
support the proposition that the force and effect of an amendment of the
Constitution of the United States in plain and unambiguous language can be
limited by any such theories as are now advanced. Indeed, the very case they
cite of Ja1zcell v. Dowo (176 U. S. 581), sufficiently refutes the contention of
the advocates of ratification. Thus, speaking of a constitutional amendment,
the court then said (at p. 002) :

"The safe way is to read Its language In connection with the known con-
dition of affairs out of which the occasion for its adoption may have arisen,
and then to construe it, if there be therein any doubtful expressions, In a way
so far as is reasonably possible, to forward the known pu-pose or object for
which the amendment was adopted. This rule could hot, of course, be so
used as to limit the force and effect of an amendment in a manner which the
plain and unambiguous language used therein would not justify or permit."

"November number A. B. A. Journal at p. 731.
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And even In the Holy Trinity CAwrcta coa#e, which is principally relied on,
the opinion clearly shows (at p. 468) tfiat if the labor of retiors or ministers
or rabble bad be'ffi"Ipretsed uponi the -&ttefition of the'legtslative body" and
there was evidence of an intention or purpose 'to'helUde them, a different
conclusion would necessarily have been reached withoutt regard to the conse-
quences." This is quite evident from the later cases, such, e. g., as Tredt v.
White (181 U. 8. 264, 207); t or tmle owner 0 Immi ration v. ,Oottlieb (265
U. S. 310, 313), and Crooke v.,Ifarretion (282 U. B.565, 60). See also the more
recent opinion of the Circuit Court of Appeals, Eighth Circult,,In Behol, V.
Commsionwr of Iter'aol Revenue (61 Fed. (2d) 101, 194), %vhith concludes
with th remark: " Why should a court say that Congress intended something
different from what the plain mesaing of the words shows is intention to I,,
even If the same result In some'hardahip or absurdity?"

Another argument is that, becauSe thie word "laborer" In popular meaning
and current use is generally limited, it follows thmt the word " labor" must be
held to have been used with a like limited meaning, 1o as not to Include or
cover "labor" iu the home or on 'the home farm. Of course, the word " hibor"
does not have or imply any such limited or restricted nearingg as ': laborer ",
which will readily be evident if reference be made to the dictionaries and law
reports. The decisive fact, moreover, is that there'Is not the slightest evi-
dence, whether from the context or otherwise, that Congress used the word
'"labor" In any limited or restrictive intent or sense, but that the contrary Is
readily demonstrable by reference'to the'Congresional 'Record.

Fntthermore' not only Was it,understood and "pressed ",upon Congress that
the amendment Wol1d and should confer -biower over the " labOr oif persons
under 18 years of age" in the home and on the home farm, as we have seen
above, but the following qualiflcatlons or limitations oYtheskope of the amend-
zieilt were'opposemd and rejected' (O8Co6g. Rec., 1st gets., pp. 7292-7293), viz:

(1) "ProVided thant no Iaw Shall-control the labor of any child in' the house
or business or on thW'petnIs co6ihected therewlth of the parent or parents."

(2) "But rid'law engdted under this irtlcle shdll affect In any Way the labor
of any child or.chlldrti'on'the 'farm of the parent or parents."

(3) "Szwrro0, 1. 'The-Congress shall have poWer to llIMt, regulate, and pro-
hibit the labor bf persons 'utder 10 years of age, but ndt the labor of such
persons in the homes and onhthe fitms where they rede."

It is further'utged tht.th proposed ebhld-labor aniendment is different in
form from' the eighteenth amep 'Ment; but this tlifferehee seeMn only to intensify
its objec-tionlble character' 'Th% amendment now proposed would constitute an
unlimited grant of power In ge -. t1 terims, thllit the ei hteenth amendment
was expressly limited t9 the Prohibition of "intoieatink liquors for beverage
pupss ", and purporte'd to grafitto Congress only a eoncur-ent powerof
enforcement of the prohibitio. Nevertheless, these plain liniltAtions upon the
grant Of power to Congress were in fact practically nullified by Congress and
all limitations disregarded by It, and the Supreme Court could not give any
relief or exercise any retttaint'because, as it stated in one of the cases broi,1-u
before it for fellef, "* * * this would be to.pass the line which circum-
setibes the judlcinl department and to tread upon legislative ground" (BEvr-
ord's Brcje rcs'v Day (205 U. S. 515. 559). (See also Lambert v. Yellowiey,
291 Fed. 040,'641; 272 U. S. 581, 004.)

The plea that we cmn safely and unconeernedly transfer to Congres the
unlimited "power to limit, regulate, and prohibit the labor of persons under
eighteen years of age ", grant It'abs0lute control over the labor of children and
youths in all the'familles of the Unitd iStates, and place.our trust nnd only
reliance In'the reasonableness and self-reStraint of the preselit or future Con-
grcses, or of the bureaucrats to whom the broadest powers and discretion as
to enforcement might be delegated, ought surely'to be sufficiently refnted by the
example of the Volstead Act and its amendments, which fixed upon all the
States a reign of' oppression and inquisitorial bureaucracy, and which ex-
Governor Smith, of New York, characterized in The New Outlook for October
1M3 and blarch 1934, respectively, as follows:

"It does not seem possible that the same States which are relieving us of
the curse of the eighteenth amendment will now impose another coristltutloual
curse upon u under the guise 6f abolishing child labor."

"In the University of Pennsylvania La* 'I.e i* 'for NOvtmloer'1934, Ira,*:ewelt
Williams, of the Phildephia bar, among other Intereat lng statements, says: " Protests
received scant and impatient attention, as the writer can personaly certify, from
appearances before the ludiclary Committee of the House."
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"We, are told that C* e will, never do anythIng extreme or undesirable

uader this amendment. That is Just what the. Wheelers and Cannons told us
about the eighteenth nniledment2'

810MTItA8ITWX"UMMMI' IN 5POt Or RXZ1FIOATION

It Is further represented by advocates of ratilfation that the operation of
the acts of Congress of 1910 and 1TOh i inmlcates the comparative simplicity
and inexpensiveness of enforcing a Federal child-labor law ", and the assertion
lit made that these acts,"gAvfa geneKaI atlsaqtjon wiile, in force."" As better
ot faCt, however, as it ought readily to be recaiijW, theso acts of Congress were
not econonically or generagy os.eicletly admIrjLstered, and the attewipts to
enforce them caused wide-spread diwatlsfactlon and resentment.

'The apt of Copgrefs. of Septemiter 1 1910; kl|nown as the, first " Federal Child
LOor Act ", by Its terms d~iJ riot bpoige effectAve until September 1, 191T, 11d
before thot dAte and:orl August9,: 19AT, It had, been challenged In the courts
on the ground that It was unconstitutional, as it had been challenged on that
* ground lip both 11osea Of Congress lgfpge eAqtwent. It was. declared unco,-
stitutional and,vold by the Diatrlct Court of the United Statee for tile \Ve.ttel-n
District ofNorth Carolina on August 31, 197T; In other words, before It ever
became effective, and this declSign was afornled.by the Supreme Court of the
United States on, 4pire 3, A11, (Mornmein v. Pagqiiarl, 247 U. 8. 251). Thte
attempted enforcement. of the act by the Children's Bureau In, the Departmentof Labor Is plainly Irrelevant and negllgibe. and far from Indicating or tendin~g
to prove economy, efficiency, or general satisfaction, Indeed, the Children's
bureau of the Labor Pepartment apoogqtlcrIy declared in a public report that
its work under the act of,11M.." was hardly under way before the law was
declared unconstitutionaL"

The second Federal Child Labor Act: wos, embodied in the Revenue Act of
February 24, 1919. It likewise from , the beginning was generally recognized
to be of very doubtful validity, and It lso, hs4 been challenged In both Houses
of Congress as unconstltuVonal, Litig~tion was promptly Instituted, to test
its validity, and It was declared unconstitutional and:void on December 10,
1921, luDrcxel Furniture Co. v. Bailey, (270 Fed. 452)i affirrm .by the SU-
preme Court on May 15, 1922 (OM14,LboroTa; Case, 259 U. B, 20). Even
the very limited operation by, the Internal Revenue Department of this Invalid,
unpopular,. andi oppressive chld-labor,' taxf law, pending, litigation as to its
valtdlty, lavol~eo aicst to,the tkxayers of $807,703.

It is then urged that It Is unreasonable, or as some phase It, Is nonsense,
another abstnrdjty, an. absurd consequence, to apprehend that Congress would
ever exercise theQpower to. prohbt.,ttli labor-of personasunder 18 years of age
because no State has ever gone that-far. It'is, of course, true that no State
In all our history has ever gope so far. Then, why was it deemed necessary
to amend the Constitution of the United States so as to give to Congress a
power so drastic ajd far-reaching and possibly so oppressive and inquisitorial
that no State had ever eQerclsd it,,or found .or deemed It necessary or proper
to exercise It, and which it Is now asserted no one desires to have exercised?
Why were not adopted the reasonable and desirable limitations urged o:n
Congress In 10244, as above quoted?

Finally, In refutation of the Secretary of Labor's assertion.that "no one
wants to prohlbitfali work of ehidren under 18!', reference may be made to
a bill pendingin the House of Representatives, introduced on January 3, 1034
(I1. R, 0184), by, flepreseniattve Robert B. Rich, of Pennsylvania, in antielp-
tion .of, what ha believed wojjdbe the early ratification of the- Child Labor
Amendulent and In orderto make,it immediately effective when It was ratified.
Tie bill so intodueod In Congress, on Janusry,3, 1034, In anticipation of

the assumed, early. ratificatno4, the child-labor amendment; propose to pro-
hibit the "nploymeot of any, permo ider: 18 years of age except only ahlldren
of 14 and under 18 during a school-vacation period, and then only- If a cer-
tjIco.e be issued to tbeip by, the superintendent of schools. Far-reachin Z
Inquilitoclal. and prying powers would be thereby vested in the Recretiry cf
Labor and hier oftcers.-apd employees. -Enpl'oyers.would- b-? terrorl",d aud
coerced by. being mosdscriwlnalwv liable to fine and Imprisonment for any
violation of the act, or for any refusal to make any requested statement, or-
to permit examninations. of their records, The Secretary- of Labor would be
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given unlimited power to make "rules and regulations" and to appoint and
lix the compensation of "such officers and employees tis are necessary to carry
out the provisions of this act ", and her duty would be to report annually
"an account of investigations, determinations, civil actions, criminal prosecu-
tions, and expenditures under this act ", and "there is authorized to be appro-
priated such sutms as may be necessary for the purposes of this act."

CONCLUSION

In coAclusion, it may be affirmed that the Federal child-labor amendment
proposed by Congress to the State legislatures on June 2, 1924, is no longer
pending for ratification by the State legislatures, in view of the lapse of more
than 10 years and 6 months since it was proposed by Congress and of the opinion
of the Supreme Court of the United States in the case of Dillon v. Olos (256
U. S. 308, 374). It is further affirmed that the vital and far-reaching question
confronting the State legislatures on the merits, and their grave duty and
responsibility, are to consider and determine whether or not they would be
justified in raUfying an amendment which would grant such a new, unlimited,
and far-reaching power to Congress in curtailment and impairment of the pres-
ent sovereignty and legislative powers of the States and their right to local self-
government, a power which would reach into every home and menace every
family, which might interfere with the sacred authority, control, and duty of
parents, and which would practically beexercisable by Congress only through
an Innumerable bureaucracy centered in and directed from Washington. As
we have seen above, it would constitute a power that "may be exercised to its
utmost extent and at the will of those in whose hands it is placed '", and it
could readily be abused and become oppressive, inquisitorial, and demoralizing
in its effect, and subject every household in every State to the prying and
constant interference of Federal investigators, detectives, truant officers, and
snoopers.

1 
The authority and rights of parents are now safeguarded alike

against State or Federal denial (Meyer v. Nebraska, 262 U. S. 390, 899; Pierce
v. Society yof Sister, 268 U. S. 510, 535; Farringlon v. Tokushige, 278 U. S. 284,
299). It the proposed unprecedentedly broad power be granted to Congress "to
limit, regulate, and prohibit the labor of persons under 18 years of age"
throughout the United States, who can assure or reasonably assume that such
power would never be objectionably or oppressively exercised, or that any such
legislation would be unconstitutional The language of Chief Justice Marshall
in McCulloch V. Maryland (4 Wheat. $10, 402, 429) should ever be borne in
mind, viz: I

"It would require no ordinary share of intrepidity to assert that a measure
adopted under these circumstances was a bold and plain usurpation, to which
the Constitution gave no countenance. 0 0 4 But where the law is not
prohibited, and is really calculated to effect any of the objects entrusted to
the Government, to undertake here to Inquire Into the degree of its necessity
would be to pass the line which circumscribes the judicial department, and to
tread on legislative ground. This court disclaims all pretensions to such a
power."

Applying this long recognized principle to the Volstead Act under the
eighteenth amendment in the case of Ererard's Breweries v. Day, supro (265
U. S. 5-5, 559), the court unanimously declared:

"It is likewise well settled that where the means adopted by Congress are
not prohibited and are calculated to effect the object entrusted to It, this Court
may no" Inquire into the degree of their necessity; as this would be to pass
the line which circumscribes the judicial department and to tread upon legis-
lative gro'md. McCulloch v. Marylasd, aupra (p. 423); Legal Tender Case,
Aupra (p. 450); Fang Yue T'ng v. United States, eupro (p. 713). Nor may it
inquire as to the wisdom of the legislation. Legal Tender CTae, supa (p. 450);
McCroy v. United States (195 U. S. 27, 54) ; Hamiltons v. Kentucky Dlftlllerie
Co. (251 U. S. 146, 141)."

In the very recent cuse of NebbIa v. Yew York (291 U. S. 502), the Court
reaffirmed the above doctrine in the following emphatic language (p. 537) !

"With the wis'lom of the policy adopted, with the adequacy or practicability
of the law enacted to forward It, the courts are both incompetent and un-

;' &ee e.g., as t6 possible extremes and tyrannies of bureaucractes The New Dlxoslton.
by Lord [ewart. Lord Chief Justice of EnSland cited by James M. Beck. in his Oar
Wionderl nd of Jnreucracy; andS The Federal Otiopus in 1933, by Sterling B. Edmuads.
of the St. Louis bar.
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authorized to deal. The course of decision in this Court exhibits a firm ad-
herence to these principles."

It Is, therefore, submitted that, if the proposed Federal child-labor amend-
ment were every duly ratified, and Congress thereupon enacted a statute pro-
hibiting the labor of persons under 18 years of age, whether In the home, on
the home farm, or otherwise, such a statute would be constitutional and valid,
and would be due process of law under the fifth amendment, in view of the
evidence as to the broad intent of the framers of the amendment contained In
the Congressional Record, of the grounds pressed upon Congress in 1924, and
of the express and clearly plain and unambiguous grant of power not only to
limit and regulate, but to prohibit such labor.

TnE PRoPosm CHILD-LABOR AMENDMENT TO THE CNSTITUTIO Or THE UNITED
STATE8

[Joint hearing on the question of ratification before the judiciary committees of the
senate and assembly of the Legislature of the State of New York, in the senate chamber
at Albany, on Wednesday, Jan. 23, 19351

(Rerarks by William D. Guthrie, chairman special committee of the American
Bar Association, appointed to present to the legislatures of the several States
the views of the association in opposition to ratification)

Gentlemen of the judiciary committees of the senate and assembly, the
American Bar Association at Its annual meeting in 1933 adopted a resolution
in which it declared that "the proposed child-labor amendment to the Consti-
tution of the United States should be actively opposed as an unwarranted
Invasion by the Federal Government of a field in which the rights of the Indi-
vidual States and of the family are and should remain paramount"; and at
the annual meeting in 1034 it adopted a further resolution directing that a
special committee of its members be appointed by the President to present to
the legislatures of the several States the views of the association in opposition
to ratification. A committee of five members was thereupon appointed, andi I
was named Its New York representative and its chairman. It is as the spokes-
man of that committee of the American Bar Association that I am now appear-
ing before you.

After thorough study of all the pertinent questions of constitutional history,
law, and practice arising under the proposed amendment, this special committee
made its report, which was published In the January number of the Journal
of the American Bar Association, and copies thereof have been sent to all the
members of the legislature of this state and otherwise widely distributed. I
urge its candid consideration and reading and the study of the authorities it
cites.

The concurrent resolution before you presents the exceptionally, if not un.
precedently, important question whether or not this proposed amendment to the
Constitution of the United States should be now ratified by the legislature of
the State of New York notwithstanding the lapse of more than 10 years and 7
months since its proposal by Congress on June 2, 1924, and its rejection 10
years ago by both branches of the legislature in 18 States within 9 months after
its proposal by Congress and In 84 States by one or both branches within 11
months, and notwithstanding the fundamental change which it would bring
about in our Federal system and in our heretofore recognized and cherished
political principles of State rights, home rule, and local self-government.

The proposed amendment in our judgment is the most far-reaching amend.
ment that has ever been proposed by Congress insofar as the personal rights,
liberties, and privileges of our people are concerned. When it was emphatically
and overwhelmingly rejected 10 years ago, this view was generally appreciated,
and public opinion was then fully advised as to its true scope, intent, and
purpose.

Although the wording of the proposed amendment may be familiar to you all,
it will, nevertheless, be as well to recall It again at this point In order to empha-
size once more Its exact language, which unfortunately is constantly being disre-
garded or misrepresented by advocates of ratification. It has no title, and the
word "child" is not mentioned therein. Indeed, it is a misnomer to call it a
child-labor amendment at all, when it was Intended to operate and would
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oprate mostly with regard tq, the mlIllono of peops throughout the United
Sftes vvho are over 14ind under 18 years of age andwho,.are conceded to, b
no longer cbljdren bpt youths, whether male or, female. The language Is, as
follows:

"S1o'mN 1. The. Cgress shall bare power tq limit, regulate, and, prohibit
t~lqlabor of persons un.d-r er htdei years, of age,,

"0Sro. 2. TiSe power of the several States. is unimpaired by t014 article except
thikt the operation of State laws shall bp svipniled to the extent nece-sary to
give effect to legislation enacted by the Congres,

This l ngage is certainly plAin Mvd, upak)bIguuq, and, to, repeat, the terms
"child" I nid "child laboi" are not, menkl~qW therelo, obvious because it
was to Include and cover persons 6ver 14 and under 18 who, it Is well estab-
lished, are not legally speaking children- Thus, It Is the "labor" of all persons
under 18 years of age that is to be limited, regulated, and prohibited, without
any limitation or qualificatlou whatever, and. not- "labor for hire" or "child
labor" as those terms are generally.understood and employed In the phrase-
ology of statutes, but clearly and Indisputably labor of every nature and kind.
If you wll consult any English dictionary, or any law dictionary, or Corpus
Jurs, you will find quite conclusively that the word "labor" means physical
or mental work, physical or mental toil, physical or mental exertion of any
kind, and whet1~er for p.y or, without May.

Youm ae, therefore, now called upoa to determine whether the Now York Leg-
islature will vote to ratify thl,4 propored, amendment to the Constitution. of the
United States, and thereby transfer from the State to the Congress and from
home rule and local self-government here to the Government at Washington and
Its bureaucracies, the far-reaching and vitally important ",power to limit; reg-
ulate, and prohibit:-the labor of persons under eighteen years of age" residing
In our State, and thereby authorire the suspension of the operation of any, and
it.may be all of ourLexcellent and beneficent child labor State-laws as may be
necessary to give effect to legislation enacted by Oongress In other words, the
proposition, before you and your present duty. and responsibilUty Involve vitally
the future welfare and practical control of all the children and youths of this
State under 18 years of. age, that Is to say, of about 5,000,000 of our Inhabi-
tants, of whow about 750,000 are over 14 and under 18 years of age; In other
words, who are 15,. 16, and 17 years of age. The subject is so Important, the
consequences would be so momentous, and the problems it would create so com-
plex, that I cannot possibly deal with them adequately even In the liberal
time you are courteously according, to me. Rene, we mtt rely in great meas-
ure upon your perusal, study, and:due consideration of the printed matter we
have submitted.

The question that arises at -the threshold, of-the argument is whether or not,
af ter, adelay of -nearly 11 years-and its overwhelming, rejection meanwhile by
public opinion and forty-odd State legislatures, this proposed amendment, Is,
nevertheless, now still pending for ratification. You have heard read tcd,y the
opinion of former. Chief Judge iliscock of the NewYork of Appeals that It-Is
not still, pending for ratification. In the case of ,Dillov. Oloso, 256 U. S. 368,
decided in May 1921, which decision has never since been questioned or limited
in any way whatever, the Supreme Court of theUnited States declared that
an amendment to the Constitution of the UnitedStates must be ratified within
a reasonale time. The special committee's report discusses this point at
length, quotes fully from the decision of the Supreme Court, and-exprecses the
opinion, that more than a reasonable time has elapsed since June 2, 1924, and
since the rejection of the, amendment by 34 States as early as February 1925.

The special committee, further. points out in Its report- that, in view of this
long interval and these prior rejections, the preferable course In 193$ And 1934
would have been to apply to Congress, to the end that, If Congress should then
still " deem It necessary ', as expressly required by article V of- the Constitu-
tion of thetUnited States, the amendment, might be '! a second time proposed by
Congress."- This was pointed out by thoSupreme Court In Dfllo v. Gloss, to
be manifestly "the better conclusion." Had this course been followed, the
amendmqent could have been modified in Its language so as to nmake it conform
to, the more reasotiable, and' very limited extent 'And purpose now being pro-
fessed or. represented, by Its advocates and, propagandists as Its true purpose
ao~n Intent, and so as not to transfer to Conire such sweeping and, al!-inluslve
power. as the, proposed amendment, now clearly, provides.

The reason--why this obviously preferable% reasonable, falr, and cornmon-s~nse
course was not pursued undoubtedlyy was that It was considered unlikely that
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Congress would be willing to propose even a modified and restricted ajnend-
meat In view of the. emphatic and overwbelmtng dsapprQval and rejectiop, of
the amendment In 1925. It may be that it had learned tbis lesson aa to the
public opinion of the country. Resolirce wap, therefore, had to the plAn of
attempting to resurrect-that Is the very term used by the Supreme Court-to
resurrect this dead amendment, and endeavor to reverse, circumvent, and over-
throw the prior public opinion, judgment, and action of 40 State legislatures.

Thereupon, in 1933, unexpectedly and certainly before it was pbilUcly dis-
closed or generally known that any such over-smart scheme, was on foot, votes
of ratification were obtained from 10 State legislatures. IHowever, as soon
as the opposition realized what was being done and the bodies that defeated
the amendment 10 years ago could be reorganized, there were no further rati-
fications, but, on the contraryt rejections In every case where the amendment
came to a vote in any legislature or committee thereof. There were no ratifi-
cations, but many rejections, In 1934.

The American Bar Association has long been opposed and is now emphati-
cally opposed to any Injurious labor by young children, or their working for
hire In mines, factories, mills, or other objectionable and Injurious occupations.
It hat prepared and has been urging a uniform State lawto regulate the sub-
jPct. All the States, however, have their own distinct child-labor laws, ade-
quately enforced In most of the States, and most of them have heretofore
wisely preferred to retain power with respect to this branch of home rule and
local self-government and the protection of their own children. The assocla.
lion Is convinced that the regulation of child labor Is now, as It has been for
many years, a matter of vital importance, but that such regulation is within
the dpmnin of the States as essentially a, matter of home rule and local self-
government, and that child-labor lawsshould be enforced and administered by
locql resident officers, known locally, acquainted with local conditions, subject
to local control, and accountable and responsible as such to the State, and not
to hureucrats In Washington. The asswiation is now actively opposing the
ratification of the proposed amendment solely because, to repeat the language
of its resolution adopted at Its annual meeting In 1933, it Is convinced that it
would constitute, If ratified, "an unwarranted Invasion by the Federal Gov-
ernm-nt of a field In which the rights of the Individual States and the family
are and should remain paramount."

Let us now analyze the language of this proposed amendment. It would
not only authorize Congress to limit and regulate the labor of our children
and youths but to prohibit any such labor. It would potently confer upop
Congress n power that could reach Into every home. where there were boys and
girls under 18, and It would be a power of investigation and supervision that
wou'd clearly authorize Invasion of the privacy of the home by Federal Inspe-
tors, Investigators, or, to use the current and true term, "snoopers." It would
unnvoldably tend to undermine and Impair the authori'y, control, and duty of
parents. It would, in the 1ngusge of Chief Justice Marshall, be a constitu-
tional power that could "be exercised to Its utmost extent and at the will of
those In whose hands it Is placed." This effect of a constitutional provision has
been the Fettled rule of constitutional law for more than a century, and it is
challenged now solely by the advocates and propagandists of ratification of
this amendment, who are advancing the extreme and plainly untenable propo-
siion thnt although Congres. would be granted the express power to prohibit,
In addition to the power to limit and regulate, nevertheless, under some novel
and heretofore unimagined and unknown construction of the due-process-of-law
clause contained in the fifth amendment or of the clause reserving to the States
or to the people the powers not delegated to the United States contained in the
tenth amendment, Congress could only, prohibit to a reasonable and .limited
extent, and thlt the Supreme Court would have power to curb, Congress in
this regard. You are In fact and effect. being told that an act, of Congress
prohibiting." the labor of persons under eigbten years of age ", in the Ident-
cal words of this amendment and Its express grant of very power, would not
be, due process of law, and that It would, forsooth, be vold.ov, the ground that
It was an attempt to exercise a power not delegated to the United States, An4
this, too, In the teeth of the fact, to repeat, that Congress woid be, expressly
and unqualifiedly, empowered by the amendment, not only to limit.and regulate
but to" prohibit thp lubor of, persons under eighteen years of age."

'

The framers of the proposed amendment would accept no limitation whatso.
ever upon the power they were seeking They, substituted the word "labor,"
for the* word "'employment " because, as they told Congress, the word employ-

1180 T-35-----S2
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meant might be held to imply "hired for pay"; and they wanted, as the Con-
gressional Record proves, to reach the children and youths who work or do
chores in the home or on the home farm without pay. The Congressional
Record demonstrates that every reasonable and provident limitation moved In
194 was intransigently rejected. Several amendments were proposed and
rejected which would have expressly excluded any power in Congress over
persons doing work or chores in the home or on the home farm. The fanatical
representatives of the Labor Department, however, would allow no qualifica-
tion or limitation whatever, and declared that they "would make no excep-
tion at all." A substitute was moved but rejected which would have confined
the power of Congress to labor in mines, quarries, mills, canreries, workshops,
factories, or manufacturing establishments of persons under 18 years of age
and of women, but this likewise was rejected. In a word, the Labor Depart-
ment would accept no limitation whatever upon its desired, all-inclusive, and
far-reaching power and attendant political patronage.

The newspapers have advised us that the New York League of Women Voters
has IQsued a public statement, preliminary to their appearing on this hearing,
in which they challenge the construction that Congress would have power to
limit, regulate, or prohibit labor in or about the home or home farm. They
assert In this statement, and perhaps will now repeat before you, that the term
"child labor" has an absolute technical meaning, and they Inform or admonish
you that "the courts interpret laws according to the meaning the words carry
in current usge." "Child labor ", they proceed to tell you, "means the work
of employed children"; and they declare that "It does not mean and never
has meant the work of children in or about their home or in school." I ven-
ture to assert quite categorically and positively that there is no precedent or
authority or decision anywhere that defines "child labor" as "the labor of
persons under eighteen years of age", although there has long been a current
usage to use the term "child labor" in referring generically to the labor of
children under 14 In mines, mills, factories, etc.

These ladies completely overlooked the fact that the amendment does not
contain any such term as "child labor" and does not even mention the word
"child" at all, whether In tItle or body. This, of course, would have been
readily obvious to them if they had only taken the pains to read the very
brief two sentences of this proposed constitutional amendment to the Consti-
tution of the United States concerning which they were about to memorialize,
admonish, and instruct the New York Legislature. They assert that "child
labor means the work of employed children." Here, again, had they only
taken the pains to examine the Congressional Record, or even the published
report of the special committee of the American Bar Association, they would
have been advised of the fact that the amendment as first submitted to Con-
gress contained the word "employment", but that the word "labor" was
substituted by advice of counsel because the word "employment" might be
construed to Imply "hired for pay ", and full jurisdiction was wanted over
the work of children working in or about the home without pay.

This is but another striking example of the innumerable and regrettable
instances of ignorance and Inaccuracy of language and of the great difficulty
of rationally discussing and opposing this amendment when its advocates depart
from and misrepresent its actual language. Of course, everybody wants to
protect children under 14, and the word "child" and the phrase "child labor"
appeal strongly to the sympathy and emotions of all of us. But few even of the
intelligentsia and the academicians who rush Into print and seek to instruct
the legislatures will take the pains even to read the two simple, plain, and
unambiguous sentences of the amendment itself, arid, few, If Indeed any of
them, will take the trouble to consult the Congresslonal Record in order
to ascertain the purpose actually understood and intended by Congress, and
that, too, even when they are passing judgment and venturing to Instruct
legislatures and public opinion upon the intent and scope of an amendment
to the Constitution of the United States.

Again, and more pitiably, we have the case of the official spokesman of the
National Child Labor Committee and Its principal professional propagandist.
He is a Mr. Dinwiddle; and he is constantly issuing equally inaccurate and
misleading child-labor literature. For example, in an article by him published
this month In the journal of the American Association of University Women,
he makes the statement that "the amendment confers no power upon Congress
to regulate the work children do about the home or farm for their parents."
As a matter of fact, Mr. Dinwiddle ought to be familiar by this time with the
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proceedings in Congress published in the Congressional Record of 1924; his
atention has been repeatedly called thereto, and he must know that it there
conclusively appears that the word "labor" was substituted for the word
"employment" because it was the deliberate and avowed intention to reach
right into the home and home farm, where as the chief of the Children's
Bureau in the Labor Department testified, "children often work with their
parents without pay and hence are not on the pay roll." He knows, or ought
to know, that she testified unqualifiedly upon this point, that "we (that is
the Labor Department officials) feel that the word (that is, the word ' employ-
ment') is a dangerous word to use", and that it was therefore changed to
"labor." lie ought by this time also to know that the record further shows
that she testified that the pItwer over children tbe Labor Department was
then seeking and reaching for would include "power to regulate labor upon
the farms and In agriculture ", and that she then added emphatically, if not
intransigently, that they "would make no exception at all." Yet, he continues
(lay after day to misrepresent the amendment, and the self-styled National
Committee permits him to continue his misleading methods.

So, similarly, In an article written by the Secretary of Labor, Miss Perkins,
in support of ratification, published the day before yesterday In The Forum,
the Secretary cites a number of organizations that are supporting the amend-
went; but I venture to suggest quite confidently that probably their members
have no more Idea or knowledge of the wording and purport of the amendment
itself than is disclosed In the plea of the League of Women Voters, or by
Miss Perkins, or by Mr. Dinwiddle. Likewise, and even more regrettable and
deplorable, this Ignorance is probably true also of many of the distinguished
citizens, lawyers, clergymen, labor or social-welfare leaders and the profes-
sional propagandists of the National Child Labor Committee, whose names
are being paraded before you as sponsors of the amendment. It has long
seemed to me truly discouraging that no pains are being taken by educated
Americans, men and women, to acquaint themselves with the history and true
weaning and intent of this proposed amendment to the Constitution of the
United States, but that they are willing blindly and ignorantly to sponsor its
ratification simply because they heartily and emotionally sympathize with all
movements purporting to be for the protection of little children, without
reflecting upon or inquiring as to the effect otherwise of any particular pro-
posal or measure.

I notice that Mayor La Guardia is present at this hearing; and, as he was
a Member of Congress in 19.4, he can probably give us first-hand and reliable
information as to whether or not I am correct in what I am stating as to the
proceedings in the Ifouse and the true scope, Intent, and purpose Qf this
amendment.

As he can readily recall and confirm, a number of amendments to or substi.
tutes for the proposed child-labor amendment, in curtailment of the broad
and all-inclusive language then before Congress, were moved in House and
Senate, but that all were rejected. I shall quote only two of them, but they
will serve to Indicate the tenor of most of them.

Thus, for example, a motion was made that the following proviso or limita-
tion be added to the amendment:

"Provided, That no law shall control the labor of any child in the house or
business or on the premises connected therewith of the parent or parents."

This was rejected, and I am informed, and Mayor La Guardia can 4ell you
whether or not the information be correct, tnat he was present when this motion
was made and rejected. I am assuming that he voted against it.

Therb was likewise moved the following equally reasonable and provident
proviso:
"But no law enacted under this article shall affect in any way the labor

of any child or children on' the farm of the parent or parents."
I am also informed, and Mayor La Guardia will correct me if I am in

error, that he was present when this proviso was moved, and I am assuming
that he voted against It. lie will tell us whether he did and, If so, why.

The record further shows that he was present on March 29, 1924, when
the chairman of the Judiflary Committee of the House, Mr. Graham, of Penn-
sylvania, a distinguished lawyer, presented the dissentio .port of the minority
of the committee, which report'stated, With regard to the then understanding of
Congressmen as to the scope, the intetit, and the purpose of the proposed amend-
meat, as follows:
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" It is possible to pass a law prohibiting the labor of all minors under 18
years of age. If so, the States would have nq jurisdiction whatever left upon
that subject. The New England farmer's boy could not pick blueberries on
the hills; the city schoolboy could not sell papers after school; the country
boy, white or black, could not work in the. cotton, wheat, or hay fields of the
South or West; the college student even, if under 18, could not work to pay
his way through college,

"It would not do to say that Congress would not pass such a drastic law.
Perhaps it might not. We should not forget, however, that the sixteenth
(Income tax) amendment was adopted upon the supposedly unanswerable
ground that without It the Nation in case of war or other public emergency
would be without adequate means of raising revenue. Yet it was hardly
ratified before Congress levied an income tax, aud at a time when the country
was at peace with the whole world. Almost before the eighteenth amendment
took effect the extreme Volstead Law was enacted, which is so extreme that
in the opinion of many thoughtful citizens its severity is responsible for the
unsatisfactory enforcement of prohibition."

I am further informed that Congressman LaGuardia in no way challenged
this statement as to the true construction of the proposed amendment, but
acquiesced in it. I am also informed that on April 26, 1924, Congressman
LaGuardia was present when Representative Ramseyer, of Iowa, who, by the
way, voted in favor of the amendment, stated as follows:

"Mark right here, too, it does not say the 'employment' of persons under
18 years of age, but the 'labor' of persons under 18 years of age. * 0 * A
boy who is sent by his father to milk the cows, labors. Under the proposed
amendment Congress will have power to regulate the labor of a boy under
the direction of his father as well as the employment of the same boy when
he works for a neighbor or stranger. * * * Congress will have the power
to 'limit, regulate, and prohibit' the labor of girls under 18 years of age In
the home and of boys under 18 years of age on the farms. Gentlemen admit
that the effect of the proposed amendment is just as I stated it."

So far as I can ascertain, and so far as the record shows, Congressman
LaGuardia did not challenge the correctness of this statement.

The record likewise shows that Representative Crisp, of Georgia, on the
same date, and I am informed in the presence of Congressman LaGuardia,
stated, likewise unchallenged, as follows:

"This amendment does not limit or confine the power of Congress to legislate
with respect to the work of persons under 18 in mines, factories, sweatshops,
and other places injurious to moral or physical welfare, but it goes further-
it is as wide open as the heavens-and provides authority to say they cannot
work in the fields, stores, or in other wholesome and healthful occupations.
Aye, it goes even further; it confers upon Congress the power to say that a
girl under 18 cannot assist her own mother In doing the housework, cooking,
or dish washing in her own home, and that a son of like age cannot help his
father to work on a farm."

This gentlemen, Is the story as contained in the official Congressional Record;
it surely speaks for itself and convincingly as to the true scope, intent, and
purpose of the proposed amendment and the then understanding and intention
of Congress. Perhaps Mayor LaGuardia will now explain it all this accords
with or warrants the contrary assertions and representations being made by
many who are now the advocates and propagandists of ratification.

There is another and even more important aspect of the Secretary of Labor's
article in The Forum to which I particularly desire to call your attention and
to analyze. In speaking of the amendment she states that the American Fed-
eration of Labor has always been one of its principal sponsors, and she em-
phasizes also the support of the labor groups. These statements are, of course,
well known to be quite true, and they are ominous. As matter of fact, the
principal sponsors and the most active, openly and behind the scenes, have long
been the American Federation of Labor and the labor unions. It Is in fact
a prt of their legislative program.

This calls for a cousideraton afid an explanation of the reel attitude of
orgardzed labor and an inquiry as to their underlying motive and purpose, not
always professed. As matter of fact their, purpose is, not altruistic but in aid
of their program and capipaig to prevent competition by minors with adult
labor, apd to exclude all under 18 from employment in jobs that adult labor
might fill. Bills are pending in Congress with this object in view in addition
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to the Rich bill discussed in the report of the special committee of the Ameri-
can Bar Association.

In apparent support and aid of this program of organized labor, that is, to
prohibit the competition of minqrs with adults, and to transfer the present
Jobs of all minors to adults,* hnd perhaps in anticipation of the introduction
of the bills I have mentioned, the Department of Labor In October 1933 issued
and distributed among Members of Congress and others, an educational pam-
phlet entitled "Child Labor-Facts and Figures." I have a copy of this
pamphlet here before me if you desire to peruse it.

In this official Government publication, it is stated that the country could
easily spare the labor of all persons under 18 years of age. I shall quote
two or three sentences from page 20 of this official document, which reads as
follows:

"Minors of 16 and 17 play a somewhat larger but still Insignificant role in
modern economic life. Like the younger group they are relatively more im-
portant in agriculture than in other pursuits. '* 0

"It Is apparent, therefore, that the portion of the population under 18 years
of age could easily be spared from the Nation's productive forces, if it ap-
peared socially desirable for them to engage in other activities or for the
Jobs to be held by adults."

In the State of New York there are today, as I estimate, more than 750,000
minors who are 15, 16, and 17 years of age, and probably at least nine-tenths
of these minors--who are certainly no longer children--are either supporting
themselves or helping to support their families, or helping at home or on the
home farm, as some of us bad to do In our youth. There are many millions
of such minors, 15, 10, and 1T years of age, In other States who are today like.
wise engaged In labor in order to help themselves and their families. Such
labor, whether at home or on the home farm, or elsewhere, has always and
Justly been regarded as one of the great sources, if not the greatest source, of
character upbuildlng and Implanting of a sense of duty and responsibility, as
well as the source of our sturdy manhood and womanhood.

But what Is to become of these minors, 15, 1% and 17 years of age, now work-
ing and helping to support their families, whether at home or elsewhere, to
repeat the euphemism and the lulling anaesthetic phrase of the Labor Depart-
ment, "if It appeared socially desirable for them to engage in other aqtlvities or
for the Jobs to be held by adults" ? What are the other activities In mindI
What other than to become unemployed, and frequently dependent upon charity,
public or private, with all the demoralization and the undermining and sapping
of character that idleness invariably brings about? Of course, the pay of the
adults who are to take these Jobs would have to be fixed or coerced by the unions
themselves, and "the prevailing rate" laid down by them, and an enormous ad.
ditional burden Imposed upon our industry by the usual methods, and thereby
further retard recovery.

The Labor Department since its foundation has been dominated by organized
labor. In 22 years It has cost the taxpayers of the country over $264.000,000 to
run this Department, and I am convinced that it has been run mainly In the
interest and for the benefit of organized labor. At the present time, as never
before, the domination of the American Federation of Labor and the labor
unions Is in evidence everywhere in Washington and patently in the Labor De-
partment. For example, now filling the Important office of First Assistant
Secretary of Labor Is Edward Francis McGrady, at one time legislative agent
and lobbyist at Washington for the Federation and recently one of Its vice
presidents. The Labor Department now has a bureaucracy or paid staff of over
5,000, and many of them, , Is fair to assume, are ever anxious and ready to
serve and promote the interests of the Federation and the labor unions. This
amendment would call for many thousand more--and thus so much additional
political patronage. Can there be any doubt that if this amendment should ever
be ratified, organized labor, with the aid of the Labor Department, will try to
make It appear to Congress that It has become "socially desirable" to prohibit
the labor of all minors under 18 years and for their "Jobs to be held by adults"
at wages fixed or imposed by the unions? Is not that the real purpose and the
real policy of organized labor? Many of these American minors would then be
turned adrift into the corrupting morass of idleness and dependence on public
or private charity, and the Labor Department would'then probably again certify
to Congress its opinion that the interests of these millions of American minors
were "InsIgnieant" and their exclusion from labor "socially desirable 1"
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In the same article in The Forum by the Secretary of Labor, published as I
have already said the day before yesterday, perhaps in view of this hearing, she
further tells the public that "penalties for violation of child-labor laws fall on
the employers of children, not on their parents"; that "only places where
children are, to use the census language, ' gainfully employed '-in other words,
working for pay--come within the scope Of a child-labor law", and that "all
Federal legislation, of course, is subject to review by the Supreme Court." As
matter of fact, as the Attorney General or any competent lawyer could readily
have advised her had she only taken the trouble to ascertain the law, Congress
could, If Ihis amendment were ever ratified, Impose on anyone, including parents,
penalties of fine or Imprisonment or both; the amendment, as we have seen,
would reach, and was intended to reach, children and minors not "gainfully
employed", who work or labor at home or on the home farm without pay, and
the Supreme Court could not grant any relief from the operation of a statutory
prohibition expressly authorized by the language of the amendment no matter
how Ill advised or oppressive it might be, such for example, as a statutory pra.
hibition of labor by any person under 18 years of age I

Another important and sound objection to the proposed amendment for your
consideration is that the real "power to limit, regulate, and prohibit thM labor
of persons under 18 years of age ", would in all probability be exer-
cised not by Congress, but by the bureaucracy of the Labor Department. Con-
gress would undoubtedly find it impracticable to prescribe specific limitations.
regulations, or prohibitions applicable to all kinds of labor. The differences
are Infinite. It would Inevitably be found or claimed to be necessary to pre-
scribe a standard in general humanitarian phrases, such as prohibiting labor
of persons under 18 years of age that tended to Injure their health or morals
or impair their education or future welfare, and then delegate to the Secre-
tary of Labor or other bureaucrat the power to determine what kind or class
or hours of labor would be injurious or prejudicial. Such a statute could
further provide that the decisions of these officials or bureaucrats should be
conclusive on the facts and not subject to review in the courts on the facts
so found. You will readily recall that, in the recent "hot-oil" decision by
the Supreme Court, the statute was declared to be an unconstitutional dele-
gation of legislative authority, only because no standard had been therein fixed
by Congress to guide In its administration. The Supreme Court has upheld
the constitutionality of such delegations of authority, or of so-called "admin-
iftrative discretion ", to executive officers, departments, or commissions, em-
powering them to make findings, decisions, orders, rules, or regulations on the
facts as ascertained by them, and although these findings or decisions, or
whatever they may be labeled, would have the effect of laws, they would not
be subject to review or redress In the courts on the facts. But they would,
neverthele,", be enforcible criminally by fine or imprisonment or both.

Finally, it ought not to be necessary to say to you as legislators that the
question before you is not whether the present Congress or the present Federal
Administration can be trusted to be conservative, reasonable, and sympathetic
in the exercise of this new grant of unlimited power, but solely what could
be done now or in the future under the plain and unambiguous language of
the proposed amendment. No greater fallacy could be advanced than that
we can rely on what we personally believe to be the benevolent or conservative
and good intentions or professions of the present administration and its present
Secretary of Labor. The only sound test and criterion in considering this
amendment to the Constitution of the United States must be, what could be
done under its plain and unambiguous terms; not merely what is now likely or
promised to us under and by the existing Federal administration and Con-
gress, but at any time In the future. No one knows who are going to be in
power in Washington even 3 years hence, and certainly not 10 or 20 years from
now. Surely, the protection of the future welfare of our children Is much too
vitally important a duty to be dealt with by you on the notion that because you
believe that well-intentioned, sympathetic, sentimental, or unselfish men and
women happen at this moment to be In power In Washington, they will always
be there, and that their successors nvill be reasonably, unselfishly, and benevo-
lently inclined or self-restrained in the exercise of their unlimited power.

The CiiAiRMA,. The committee will go into executive session.
That closes the public bearings.

(Whereupon, at the hour of 10:35 a. in., the public hearing before
the committee was closed.)
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(Letters and telegrams submitted by Dr. Clifford G. Grulee, in
connection with his testimony, are hero printed in full, as follows:)

WI IAM PALuMs LuoAs, M. D.,
Sun Francisco, January 24, 1985.

Dr. CLruroD G. Ga1EF,
Evanston, 111.

DEan DR. GRU.E: Just received yours of January 22 regarding Senate bill
No. 1130. 1 have contacted the State board of health, as well as the city board
of health. Both of them feel it very important to have the bill passed, as
State funds for child-welfare work have been very materially cut. They feel,
in fact, that the appropriation should be larger than It Is. The States should
get a larger proportion. As it stands it probably would be about $20,000 for
each State. The State board of health in California has had to cut Its child-
welfare and maternity work very much. They are very anxious to continue
on the program which they had before the State cuts occurred. They feel
very strongly that they could be able to match the Federal funds.

California has a very good children's bureau in the State board of health,
with Dr. Stadtmuller as head. Dr. Eliot, I am sure, knows Dr. Stadtniuller
well:

Dr. Geiger, of'the Board of Health of San Francisco, says he is heartily in
favor of having the bill passed and that the child-welfare program should be
enlarged. He feels very definitely that money obtained should be concentrated
to carry on an intensive piece of work in whatever part of the State most needs
it, with a comprehensive child-welfare program.

I heartily endorse the bill.
As ever,

WILLTAM PALmm LucAs.

WAmN R. Sisso,;, M. D.,
Boston, January 5, 1935.

Dr. CLx wOr, G. GatULES,
Evanston, Ill.

DEAR DR. Gaurxt: As one interested in child-welfare problems and as a
member of the faculty of Harvard Medical School, the Public Health Depart-
ment of Massachusetts, and national organizations for child welfare, I should
be very grateful to you if you would add my whole-hearted approval of Senate
bill 1130. 1 sincerely hope that the committee of the Senate will give this bill
more favorable consideration.

Yours very truly, WARI B. Szuso .

DR. BoiEn S. VEmEB,
St. Louis, Mo., January 23, 1935.

Dr. CLIrOan 0. GauLEE,
Evanston, Ill.

My DAa DR. GauLEx: I understand that you are to speak in favor of Senate
bill 1130, representing the pediatricians of America, I wish to add my endorse-
ment of the bill which appropriates money for child-welfare work through the
various States under the general direction of the Children's Bureau.

Those of us who have watched the results of the funds administered through
the previous bills of the Shepherd-Towner Act realize the tremendous value
of the work that has been accomplished for the welfare of the children of
America.

Very sIncerely yours, BODEN EDER.

Ds. THOMrAS B. CooLEY,
DeIroli, Mich., January f8, 1935.

Dr. CLr-aD G. Gatm.LF,
Etv"ston, I11.

DnAR Da. GaULE: I have your letter inquiring as to my attitude toward
Senate bill No. 1130. 1 have seen what there has been in the newspapers re-
garding this bill, nod hope that it may pass, as I know that there Is a great
need in many localities for such activities as it contemplates, and I believe that
the methods which it provides for appropriation and administration of the
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rDe5*A ry funds are' the groijet oes. I af familiar enough With the work of
the Children's Bureau to have ,perfect confidencein the ability and discretion
of its staff to direct such an undertaking.

I am glad that you are interesting yourself in this matter and shall be glad
to have you call on me if I can do anything more to help.

Very truly yours,
THOMAS B. COOLEY.

HARVARD UN IVUSITY,

t Sc'H00L OF 1XUD1LIC HEALTH,
tBO tn 17, Mass.,'Janurty 28, 1935.

Dr. CLI-FORD GauLra,
Evanston, ul.

My DxAu Ds. GauLtz: I am writing to call your attention to the importance
of the ebtildren's section (701) of the security bill noNW before Congress and to
urge that the American Academy of Pediatrics lend its support to this bill and
take steps to bring to the attention of Congress the importance of passing such
legislation.

There seems to be no room for discussion of the important part which ma-
ternal and child health play in the total picture of social security. lEuormous
progress has been made during recent years toward securing more adequate
protection of the child population of the United States. Further progress in
this direction may be expected with confidence if certain services, the value of
which have already been proven, are made more generally available and if sat-
Isfactory methods of applying newly acquired knowledge are constantly sought
and put Into operation. Due to economic conditions there has been curtail-
ment of such activities In many quarters during recent years. If security In
respect to maternal and child health is to be more nearly attained there must
be continued effort on the part of all the States and local communities of the
countty'to attend through various forms of education a knowledge of the care
which is necessary to protect health, and in certain rural and poverty-stricken
areas there must be actual provision of necessary services. 'In addition, it Is
most important that there be an adequately staffed division of child hygiene
connected with each of the State departments of health and a well-trained
personnel devoting their time to the improvement and extension of maternal
and child health services. Section 701 Of the security bill specifically makes
provision to meet these needs. There would seem to be no doubt that this bill
would make possible effective work of the character outlined in all of the
States and would greatly advance progress toward adequate protection through-
out the country.

Trusting 'that the'Academy of Pediatrics may be of some service in bringing
this matter to the attention of Congress.

Very truly yonrs,
IIAROLD C. STUART, M. D.

RICHARD '.. SMITH, .%[. D.,
Boston, January 2., 1935.

Dr. Cu FORD 0. Gaura
Evaston, Ill.

DEaDR. GRuLt: I have been informed with reference to Senate bill no.
1130 that it is proposed under the provisions of this bill to extend work for
children on the basis of cooperative work with medical groups through the
State departments of health. I believe that such an extension of health
activity would be altogether desirable, and I trust that you will be able to be
present at the hearing and speak In favor of the bill.

Very sincerely yours,
RICHARD M . SMITH.

THM JoItN5 HOPINis klo5PrlAL,
Baltimore, Md., February 8, 1935.

Dr. Con, oD Gaurz,
Chidren's Bureau, Washlninton, D. 0.

DAa DR. Oautz: May I call your attention to the importance of the chil-
dren's section (701) of the economic-security bill? I think that the legisla-
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tHop for maternal Ind child hplt h as proposed is of great importance in the
interests of the health of children and mothers and should. be.plt in operttoo,

Truly yours,
E. A. PAR5

EDWARD CLY MItTo0ii CLINIC FOR INFANTS AND CHIMMN',
Memphis, Tenna., January 25, 1985.

Dr. Cuorow G. Gauaiz_,
Evanston, Ill.

DEARt DR. Gauu.: After reading Senate bill no. M330 and considering the
Various phases, I wish to endorse this bill, and I believe it will be helpful legis-
lation In the field of child welfare.

After this bill is passed, and then properly administered, great good will
undoubtedly result.

Sincerely yours,
E. C. MITCIIZL.

UNIVERSITY OF VIRGINIA HOSPITAL,
Unleirsity, Va., Fcbrary 6, 1985.

Dr. CLarnoaD 0. GRULm.
Etvnsion, Ill.

Dy.4 PAT: When I wrote you with reference to the Waner bill I wrote
rather hurriedly, and I want to put myself straight on" one or two matters. I
am In.favor of this bill so far as the child-welfare provisions are concerned,
with the exception that I believe the administration of such funds should be
specifically under medical supervision.

So far as the old-age pensions are concerned, whereas I am heartily in favor
of such a plan in principle, I am very much afraid that individual States will
experience the serious difficulty In meeting the terms of the bill from a financial
standpoint.

Very sincerely,
LAWR N- c T. RoYsM, M. D.

ITelegrams)

BROOKLINE, 'MASS., January 25, 1935.Dr. CLIFFORD 0. OsuLsE :

Letter Jut received. See every reason why Senate bill 1130 should receive
my hearty endorsement.

KENvNsI D. BILAcKFAN.

UNIvR.sSITv, VA., February 8, 1985.
Dr. CuFOD 0. GmTLKrJ,

,ranSton, Ill.:
Approve Wagner bill for mothers and children If administered by physician;

doubtful concerning old-age pension from financial standpoint. Wrote you
recently on subJeet. L,. T. YloYrm

PooAT-LLo, InAHo, February 8, 1985.
Dr. C. G. GRULEE,

Ghcago, Ill.:
From public-health standpoint the bill Is worthwhIle, regardless of the

A. M. A. conception. It is essentially repetition of the Shepard-Towner Act
which was most valuable. However, would emphasize necessity of absolute
medical dominance.

B. E. BONAR.
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ST. Louis, 31o., February 7, 1935.
Dr. CLiFroRD tauLrz

Evansion, Ill.:
Approve Senate bill In general; child's welfare details not known.

Huoiz MCCULLOCH.

LOUIsvILLE, Ky., February 7, 1935.
Dr. CLiFFORD G. GRuLEr,

I Evanston, Ill.:
I heartily and unreservedly approve Senate bill no. 1130.

PHIL F'. B.ARBOUB.

DALLtS, Tsx., February 7, 1935.
Dr. Cunomo GRuL z:

Thoroughly in sympathy with bill but awaiting American medical decision.
Iluvo LEsLIE Mooa.

PHILADFIXHIA, Ps., February 7, 1935.
Dr. CLtomo 0. GRuLa;

EvaSton, Ill.:
I strongly approve of Senate bill 1130, section on maternal nd child health.

JosEPH Szoxer, Jr., M. D.

Tucsoq, Amz., February 7, 1935.
CL~rrow 0. OauLEE, American Academy of Pediatrics,

E anston, Ill.:
Definitely approve child.welfare bill, S. 1130.

VIVIAN TAPPAN, M. D.

DENVER, COLO., February 8, 1935.
Dr. CuwroD 0. OtuLnI,

Evanston, Ill.:
As far as informed I approve of Senate bill.

Dr. F. P. GuNOENBACH.

Lrrrz Rox, ARK., February 7, 1935.
Dr. CLnORD G. ORuLEE,

Evanston, Ill.:
Unqualifiedly approve S. 1130 as a meritorious measure.

MORGAN SMITH.

PoRrLAND, ORmo., February 7, 1935.
Dr. GAUL.e,

Ertansto", IM:"

Along broad general lines I approve child-welfare bill. I fear difflcultles
,will arise in Its Just administration if medical profession has a voice In Its
application. Should work satisfactorily.

J. I. Biw~a~cx.

NEw YoRx, N. Y., February 8, 1935.
Dr. CtmRoD GRVLnz:

Approve Senate bill 1130, section on maternal and child health.
OsCAR 31. SCHLOSS.

INDIANAPOLIS, IND., February 7, 1935.
Dr. C. 0. GRuL.m,

Evanston, Ill.:
Favor Wagner bill.

0. N. ToRIAN.



ECONOMIC SECURITY AOT 1301

KANSAS CITY, MO., February 8, 1935.
Dr. ROBERT L. Dr NORMANDIE,

Boston, Mass.:
Thoroughly approve maternity and cbild-welfare section social-insurance bill.

Dr. LERoY A. CALKINS.

CLEARWATER, FLA., February 8, 1935.
Dr. ROsERT L. DE NORUANDIF,

Boston, Mass.:
Strongly approve of provisions of Wagner bill, title 7. It is a vital national

necessity that maternal welfare should be bettered by Federal action. Support
should be given by all thoughtful citizens.

RUDOLPH W. HOLMES.

LouisViLtLK, Ky., February 8, 1935.
Dr. RosEr L. DE NOuMANDm,

Boston, Mass.:
I most heartily approve of the maternity and child-welfare sections of the

President's social-insurance bill. American women and children stand sorely
In need of the health supervision the passage of this bill would make possible
to them.

AmcC N. PICKETT, M. D.,
Associate Professor of Obstetrics, Unfrersity of Louisrille.

CINCINNATI OHIO, February 7, 1935.
Dr. CurroRD G. Oautuz

Evanston, IlL:
Strongly approve Senate bill 1130 section on maternal and child-health and

urge all possible support be given to it. Bill appears sound In construction and
cannot help but result in good to child welfare.

A. G5.&ZME MITCHELL.
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MESSAGE FROM THE PRESIDENT

To the Congress of the United Sate.:
In addressing you on June 8,1934, 1 summarized the main objectives

of our American program. Among these was, and is, the security of
the men, women, and children of the Nation against certain hazards
and vicissitudes of life. This purpose is an essential part of our task.
In my annual message to you I promised to submit a definite program
of action. This I do in the form of a report to me by a Committee on
Economic Security, appointed by me for the purpose of surveying the
field and of recoending the basis of legislation.

I am gratified with the work of this Committee and of those who
have helped it; the Technical Board on Economic Security drawn
from various departments of the Government, the Advisory Council
on Economic Security, consisting of informed and public-spirited
private citizens and a number of other advisory groups, including a
committee on actuarial consultants, a medical advisory board a
dental advisory committee, a hospital advisory committee, a public-
health advisory committee, a child-welfare committee and an advisory
committee on employment relief. All of those who participated in
this notable task of planning this major legislative proposal are ready
and willing, at any time to consult with and assist in any way the
appropriate congressional committees and members, with respect to
detailed aspects.

It is my best judgment that this legislation should be brought
forward with a minimum of delay. Federal action is necessary to
and conditioned upon the actions of States. Forty-four legislatures
are meeting or will meet soon. In order that the necessary State
action may be taken promptly it is important that the Federal
Government proceed speedily.

The detailed report of the Committee sets forth a series of proposals
that will appeal to the sound sense of the American people. It has
not attempted the impossible nor has it failed to exercise sound
caution and consideration of all of the factors concerned; the national
credit, the rights and responsibilities of States, the capacity of indus-
try to assume financial responsibilities and the fundamental necessity
ofproceeding in a manner that will merit the enthusiastic support of
citizens of all sorts.

It is overwhelmingly important to avoid any danger of permanently
discrediting the sound and necessary policy, of Federal egisation for
economic security by attempting to apply it on too ambitious a scale
before actual experience has provided guidance for the permanently
safe direction of such efforts. The place of such a fundamental in
our future civilization is too precious to be jeop ardized' now by
extravagant action. It is a sound idea-a sound ideal. Most of
the other advanced countries of the world have already adopted it
and their experience affords the knowledge that social insurance can
be made a sound and workable project.
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Three principles should be observed in legislation on this subject.
In the first place, the system adopted, except for the money necessary
to initiate it, should be self-sustainin in the sense that funds for the
payment of insuath566 baffdfith shbuld Nit, cbA1' froih the irocceds of
general taxation. Second, excepting in old-age insurance actual
management should be left to tho States subject to standards estab-
lished by the Federal Government. Third, sound financial manaie-
mentl of the funds and the reserVbs, and io't&kf6f tho credit
struture of the Natloii should be assired by ietaling Federh conirol
over all funds through trustees in the Treasury of thb United'States.

At this time, I reconimwnd the following typbs of legislation lokig
to economic security:

1. Unemployment compehsation.
2. Old-age benefits including cbmnpulsbry and Voluntary atiffuitieb.
3. Federal aid to dependent children through 'grants 'to States fo'r

the support of existing mother's pensqn 6yht#ts dnd for A&V'ies for
the protection and care of homeless, negli3ctW, dependent, and'cippled
children.

4. Additional Pederal aid to State and lodal piblic-hbalth agenctie
and the strengthening of the Fed619l Public Health Servibe. I adn
not at this time recommending the adoptioh of 'so-called "health
insurance", although grotis representing the medical profession avi'
cooperating with the Federal Government in the further study of
the subject and defiite progtets is bbing made.

With respect to unem'pldyment coinpensation, I have concluded
that the most practical propo ial is the levy of a uniform Federal pay-
roll tax, 90 percent of which should be allowed a1an offset to employers
contributing under a compulsory State lineiiployment bompeneation
act. The purpose of this is to afford a requirement of a reasonably
unifoThi character for all States cooperating with the Federal Govern-
ment and to promote and 'encourage the pasage of unemployment
compensation las in the Stiateb. The 10 Pekcnt 'not thius offset
should be used to cover the eots ,of Federal and State administration
of this broad system. Thut, Stmes will largely administer uh6m-
ployment compensation, assisted and gtiided by the Federal GOb-ot
ment. An unemployvi'ent compieneatifn bystbin should be bbn-
strudted in nuch a way #a to affodr very pYactipablb aid ahd ifentivb
toward the larger in perle bf eniplob beht stabilization. This can bb
helped b the intelligent planning i b;6th iblio and private eoinploy-
m t. KIgalso can bb hielpb !b ktdl laig the system with public
empIoymnt to that t pbfs6'si who has ekhkudted his benefits may be
eligible for abme To-in ot public work as is recomihded in this
report. Moreover, in order to encourage the stabilization of private
eniployment, Federal legislation shbUld tiot foreclose'the States fitm
establishing rieatis for inducing industries to afford an ei64 greater
stabilization of employment .
In the importatnt field of security for our ;old people, it .Weer

niectmaty to adopt tht'o piin1pls-fiat, hbncotitribut6ry 01d-ako
pehsios foi t ihtws ho 'Are bo* to ld t Ijuild up 'thit o *h ihsu-
anck it is, bf Oou6rs clear that for Ierhap§ .30 yehra to. ome fuida

htil aZe to be pYovided by the Stat arid the Federal (GV,4tnrth
to meet thwb pensioins. Sond, comp.plby 'ontribn.ory dhintitilf
which in time will establish a 'aelf-Aip'P,'oihtg 'systei for thbh 'io*
young -%hd for future generations. Third, voluntary contributory
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annuities by which individual initiative can increase the annual
amounts received in old age. It is proposed that the Federal Govern-
ment assume one-half of the cost of the old-age pension plan, which
ought ultimately to be supplanted by self-supporting annuity plans.

T1he amount necessary at this time for the initiation of unemploy-
ment compensation, old-age security, children's aid and the promotion
of public health, as outlined in the report of the Committee on Eco-
nomic Security, is approximately $100,000,000.

The establishment of sound means toward a greater future economic
security of the American people is dictated b a prudent considera-
tion of the hazards involved in our national life. No one can guar-
antee this country against the dangers of future depressions but we
can reduce these dangers. We can eliminate many of the factors
that cause economic depressions and we can provide the means of
mitigating their results. This plan for economic security is at once
a measure of prevention and a method of alleviation.

We pay now for the dreadful consequence of economic insecurity-
and dearly. This plan presents a more equitable and infinitely ess
expensive means of meeting these costs. We cannot afford to neglect
the plain duty before us. I strongly recommend action to attain the
objectives sought in this report. FRANKLiN D. ROOSEVELT.

THe WHITE HousE, January 17, 1936.

ii6S07-35-83
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LETTER OF SUBMITTAL

The PRESIDENT,
The White House, Washington, D. C.

DEAR MR. PRESIDENT:
In your message of Juno 8, 1934, to the Congress you directed at-

tention to certain fundamental objectives in the great task of recon-
struction; an indistinguishable and essential aspect of the immediate
task of recovery. You stated, in language that we cannot improve
upon:

Our task of reconstruction does not require the creation of new and strange
values. It is rather the finding of the way once more to known, but to some
degree forgotten, ideals and values. If the means and details are in some instances
new, the objectives are as permanent as hunign nature.

Among our objectives I place the security of the wen, women, and children of
the Nation first.

This security for the individual and for the family concerns itself primarily with
three factors. People want decent homes to live in; they want to locate them
where they can engage in productive work- anti they want some safeguard against
misfortunes which cannot be wholly eliminated in this man.made world of ours,

Subsequent to this message, you created, by Executive order, this
Committee on Economic Security to make recommendations to you
on the third of the aspects of security which you outlined-that of
safegards "against misfortunes which cannot be wholly eliminated
in this man-made world of ours."

In the brief time that has intervened, we have sought to analyze
the hazards against which special measures of security are necessary,
and have tried to bring to bear upon them the world experience with
measures designed as safeguards against these hazards. We have
analyzed all proposed safeguards of this kind which have received
serious consideration in this country. On the basis of all these
considerations, we have tried to formulate a program which will
represent at least a substantial beginning toward the realization of
the objective you presented.

We have had in our employ a small staff which included some of
the outstanding experts in this field. This staff has prepared many
valuable studies giving the factual background, summarizing Amen-
can and foreign experience, presenting actuarial calculations, and
makingdetailed suggestions for legislation and administration.

We have also had the assistance of the Technical Board on Eco-
nomic Security, provided for in your Executive order, and composed
of 20 people in the Government service, who have special interest
and knowledge in some or all aspects of the problem you directed us to
study. The Technical Board, functioning as a group, through sub-
committees, and as individuals, has aided the staff and the Com-
mittee during 'the entire investigation. Many of the members have
devoted much tinq to this work and have made very important con-
tributions. Plus these, many other people in the Government service
have unstintingly aided the Committee with special problems on
which their advice and assistance has been sought.

The Advisory Council on Economic Security, appointed by you
and constituted of citizens outside of the Government service, chosen
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from employers, employees, and the general public, has assisted the
Committee in weighing the proposals developed by the staff and the
Technical Board and in arriving at a judgment as'to their practica-
bility. All members of the Council were people who have important
private responsibilities, and many of them also other public duties,
but they took time to come to Washington on four separate occasions
for meetings extending over several days.

In addition to the Council, this Committee found it advisable to
create seven other advisory groups: A committee of actuarial con-
sultants, a medical advisory board, a dental advisory committee, a
hospital advisory committee, a public health advisory committee, a
child welfare committee, and an advisory committee on employment
and relief. All of these committees have contributed suggestions
which have been incorporated in this report. The medical advisory
board, the dental advisory committee and the hospital advisory com.
mittee are still continuing their consideration of health insurance, but
joined with the public health advisory committee in endorsement of
the program for extended public health services which we recommend.

Finally, many hundreds of citizens and organizations in all parts
of the country have contributed ideas and suggestions. Three hun-
dred interested citizens, representing practically every State at their
own expense attended the National Conference on Economic Security,
held in Washington on November 14, which was productive of many
very good suggestions.

The responsibilit y7 for the recommendations we offer is our own.
As was inevitable in view of the wide differences of opinion which
prevail regarding the best methods of providing protection against
the hazards leadin to destitution and dependency, we could not
accept all of the advice and suggestions offered but it was distinctly
helpful to have all points of view presented and considered.

To all who assisted us or offered suggestions, we are deeply grateful.
In this report we briefly sketch the need for additional safeguards

against "the major hazards and vicissitudes of life." We also present
recommendations for makin a be ning i the development of safe-

ards against these hazards and with this report submit drafts of
Mils to give effect to these recommendations. We realize that some
of the measures we recommend are experimental and, like nearly all
pioneering, legislation, will, in course of time, have to be extended
and modified. They represent, however, our best judgmentt as to
the steps which ought tobe taken immediately toward the realization
of what you termed in your recent message to thle Congress "the
ambition of the individual to obtain for him and his a proper security,
a reasonable leisure, and a decent living throughout life."

Respectfully submitted.
FRscEs E. PzRKNs,

Secretary of Labor (Ohairman).
H. MORGENTRAU, Jr.,

Secretary of 94a Treaury.
HOMER CuuMNos,

Attorney General.
H. A. WALLACE,

&retary of Agricuture.
HARRY HOPKINS,

Federal Emergeny Relief Administrator.
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REPORT OF THE COMMITTEE ON ECONOMIC SECURITY

NEED FOR SECURITY

The need of the people of this country for "some safeguard against
misfortunes which cannot be wholly eliminated in this man-made
world of ours" is tragically apparent at this time, when 18,000,000
people including children and aged are dependent upon emergency
relief for their subsistence and approximately 10,000,000 workers
have no employment other than relief work. Many millions more
have lost their entire savings, and there has occurred a very great
decrease in earnings. The ravages of probably the worst depression
of all time have been accentuated by greater urbanization, with the
consequent total dependence of a majority of our people on their
earnings in industry.

As progress is made toward recovery, this insecurity will be lessened,
but it is now apparent that even in the "normal times "of the prosper-
ous twenties, a large part of our population had little security. From
the best estimates which are obtainable, it appears that in the years
1922 to 1929 there was an average unemployment of 8 percent among
our industrial workers. In the best year of this period, the number
of the unemployed averaged somewhat less than 1,600 000.

Unemployment is but one of many misfortunes which often resuI
in destitution. In the slack year of 1933, 14,500 persons were fatally
injured in American industry and 55,000 sustained some permanent;
injury. Nonindustrial accidents exacted a much greater toll. On
the average, 2.25 percent of all industrial workers are at all time
incapacitated from work by reason of illness. Each year above one-
eighth of all workers suffer one or more illnesses which disable them
for a week, and the percentage of the families in which some member
is seriously ill is much greater. In urban families of low income
above one-fifth each year have expenditures for medical and related
care of above $100 and many have sickness bills of above one-fourth
and even one-half of their entire family income. A relatively small
but not insignificant number of workers are each year prematurely
invalided, and 8 percent of all workers are physically handicapped.
At least one-third of all our people, upon reaching old age are de-
pendent upon other 'for support. Less than 10 percent leave an
estate upon death of sufficient size to be probated.

There is insecurity in every stage of life.
For the largest group the people in middle years, who carry the

burden of current prodtctton from which all must live, the hazards
with' Which they are confronted threaten not only their own eco-
nomic independence but the Welfare of their dependents.

For -those now old, insecurity is doubly tragic because they are
beyond the productive period. Old age comes to everyone who does
not die prematurely And is a misfortune only if there is insufficient
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income to provide for the remaining years of life. With a rapidly
increasing number and percentage of the aged, and the impairment
and loss of savings, this country faces, in the next decades, an even
greater old age security problem than that with which it is already
confronted.

For those at the other end of the life ycle--the children-de.
pendence is normal, and security is best provided through their
families. That security is often lacking. Not only do the children
under 16 constitute above"40 percent of all people now on relief,
as compared to 28 percent in the entire population, but at all times
there are several millions in need of special measures of protection.
Some of these need individual attention to restore, as fully as may
be, lives already impaired. More of them-those who have been
deprived of a father's support-need only financial aid which will
make it possible for their mothers to continue to give them normal
family care.

Most of the hazards against which safeguards must be provided
are similar in that they involve loss of earnings. When earnings cease,
dependency is not far off for a large percentage of our people. In
1929, at the peak of the stock-market boom, the average per capita
income of all salaried employees at work was only $1,475. Eighteen
million gainfully employed persons, constituting 44 percent of all
those gainfully occupied, exclusive of farmers, had annual earnings
of less than $1,000; 28,000,000 or nearly 70 percent, earnings of less
than $1,500. Many people lived in straitened circumstances at the
height of prosperity; a considerable number lived in chronic want.
Throughout the twenties, the number of people dependent upon
private and public charity steadily increased.

With the depression, the scant margin of safety of many others has
disappeared. The average earnings of all wage earners at work
dropped from $1,476 in 1929 to $1,199 in 1932. Since then there has
been considerable recovery but even for many who are fully employed,
there is no margin for contingencies.

The one almost all-embracing measure of security is an assured
income. A program of economic security, as we vision it, must
have as its primary aim the assurance of an adequate income to each
human being in childhood, youth, middle age, or old age-in sickness
or in health. It must provide safeguards against all of the hazards
leading to destitution and dependency.

A piecemeal approach is dictated by practical considerations, but
-the broad objectives should never be forgotten. Whatever measures
are deemed immediately expedient should be so designed that they
-can be embodied in the complete program which we must have ere
long.

To delay until it is opportune to set up a complete program will
probably mean holding up action until it is too late to act. A sub-
stantial beginning should be made now in the development of the
safeguards which are so manifestly needed for individual security.
As stated in the message of June 8, these represent not "a change
in values" but rather I a return to values lost in the course of our
economic development and expansion."- "The road to these values
is the way to progress." We will not "rest content until we have done
nur utmost to move forward on that road."
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SUMMARY OF MAJOR RECOMMENDATIONS

Inthis repo , we discuss briefly all aspects of the problem of eco-
nomic security for the individual. On many phases our studies.
enable us only to call attention to the importance of not neglecting
these aspects of economic security and to give endorsement to meas-
ures and policies which have been or should be worked out in detail
by other agencies of the Government.

Apart from these phases of a complete program for economic
security with which we deal only sketchily, we present the following
major recommendations:

EMPLOYMENT ASSURANCE

Since most people must live by work, the first objective in a pro-
gram of economic security must be maximum employment. As the
major contribution of the Federal Government in providing a safe-
guard against unemployment we suggest employment assurance--
the stimulation of private employment and the provision of public
employment for those able-bodied workers whom industry cannot
employ at a given time. Public-works programs are most necessary
in periods of severe depression, but may be needed in normal times as
well to help meet the problems of stranded communities and over-
manned or declining industries. To avoid the evils of hastily
planned emergency work, public employment should be planned in
advance and coordinated with thg construction and developmental
policies of the Government and with the State and local public-workspro'ects.

We regard work as preferable to other forms of relief where possible.
While we favor unemployment compensation in cash, we believe that
it should be provided for limited periods on a contractual basis and
without governmental subsidies. -Public funds should be devoted to
providing work rather than to introduce a relief element into what
should be strictly an insurance system.

UNEMPLOYMENT COMPENSATION

Unemployment compensation, as we conceive it, is a front line of
defense, especially valuable for those who are ordinarily steadily em-
ptoyed, but very beneficial also in maintaining pure asing power.
W1le it will not directly benefit those now unemployed until they
are reabsorbed in industry, it should be instituted at the earliest pos-
sible date to increase the security of all who are employed.

We believe that the States should administer unemployment com-
pensation, assisted and guided by the Federal Government. We ree-
ommend as essential the imposition of a uniform pay-roll tax against
which credits shall be allowed to industries in States that shall have
passed unemployment-compensation laws. Through such a uniform
pay-roll tax it wI be possible to remove the unfair competitive ad-
vantage that employers operating in States which have failed to adopt
a compensation system enjoy over employers operating in States which
give such protection to their wage earners.

We believe also that it is essential that the Federal Goverment
assume responsibility for safeguarding, investing, and liquidating all
raseVe, fu. ds, in order that these reserves may be utilized to promote
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economic stability arid to avoid dangers Inherent in their uncontrolled
investment and liquidation. We believe, further, that the Federal
act should require high administrative standards, but should leave
wide latitude to the States in other respects, as we deem varied
experience necessary with particular provisions of unemployment
compensation laws in order to conclude what types are most prac-
ticable in this country.

OLD-AGE SECURITY

To meet the problem of security for the aged we suggest as com-
plementary measures, noncontributory old-age pensions, compulsory
contributory annuities, and voluntary contributory annuities, all to
be applicable on retirement at age 65 or over.

Only noncontributory old-age pensions will meet the situation of
those who are now old and have no means of support. Laws for the
ayment of old-age pensions on a needs basis are in force in more than

half of all States and should be enacted everywhere. * Because most
of the dependent aged are now on relief lists and derive their support
principally from the Federal Government and many of the States
cannot assume the financial burden of pensions unaided, we recom-
mend that the Federal Government pay one-half the cost of old-age
pensions, but not more than $15 per month for any individual.

The satisfactory way of providing for the old age of those now
young is a contributory system of old-ago annuities. This will
enable younger workers, with matching contributions from their
employers, to build up a more adequate old-age protection than it is
possible to achieve with noncontributory pensions brsed upon a means
test. To launch such a system we deem it necessary that workers
who are now middle-aged or older and who, therefore, cannot in the
few remaining years of their industrial life accumulate a substantial
reserve be, nevertheless, paid reasonably adequate annuities upon
retirement. These Government contributions to augment earned
annuities may either take the form of assistance under old-age pension
laws on a more liberal basis than in the case of persons who have made
no contributions or a Government subsidy to the contributory
annuity system itself. A portion of these particular annuities will
come out of Federal funds, but because receipts from contributions
will in the early years greatly exceed annuity payments, it will not
be necessary to have actual Government contribution until after the
system has been in operation for 30 years. The combined contribu-
tory rate we recommend is I percent of pay roll to be divided equally
between employers and employees, which is to be increased by I per-
cent each 5 years, until the maximum of 5 percent is reached ii 20
years.

There still remains, unprotected by either of the two above plans,
professional and self-employed groups, many of whom face dependency
in old age. Partially to meet their problem, we suggest the establish-
ment of a voluntary Government annuity system, designed par-
ticularly for people of small incomes.

SECURITY FOR CHILDREN

A large group of the children at present maintained by relief will
not be aided by employment or unemployment compensation. There
are the fatherless and other "young" failies without a breadwinner.
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To meet the problems of the children in these families no less than
45 States have enacted children's aid laws, generally called "mothers'
pensions laws". However, due to the present financial dif iculty in
which many States find themselves, far more of such children are on
the relief list. than are in receipt of children's aid benefits. We are
strongly of the opinion that these families should be differentiated
from the permanent dependents and unemployables, and we believe
that the childrens' aid plan is the methodwhich will best care for
their needs. We recommend Federal grants-in-aid on the basis of
one-half the State and local expenditures for this purpose (one-third
the entire cost).

We recommend also that the Federal Government give assistance
to States in providing local services for the protection and care of
homeless, neglected, and delinquent children and for child and
maternal health services especially in rural areas. Special aid should
be given toward meeting a part of the expenditures for transportation
hospitalization and convalescent care of crippled and handicapped
children, in order that those very necessary services may be extended
for a large group of children whose only handicaps are physical.

RISKS ARISING OUT OF ILL HEALTH

As a first measure for meeting the very serious problem of sickness
in families with low income we recommend a Nation-wide preven-
tive public-health program. It should be largely financed by State
and local governments and administered by State and local health
departments the Federal Government to contribute financial and
technical aid. The program contemplates (1) grants in aid to. be
allocated through State departments of health to local areas unable
to finance public-health programs from State and local resources,
(2) direct aid to States in the development of State health services
and the training of personnel for State and local health work, and (3)
additional personnel in the United States Public Health Service to
investigate health problems of interstate or national concern.

The second major step we believe to be the application of the
principles of insurance to this problem. We are not prepared at
this time to make recommendations for a system of health insurance.
We have enlisted the cooperation of advisory groups representing the
medical and dental professions and hospital management in the devel-
opment of a plan for health insurance which will be beneficial alike
to the public and the professions concerned. We have asked these
groups to complete their work by March 1, 1935, and expect to make
a further report on ihis subject at that time or shortly thereafter.
Elsewhere in our report we state principles on which our study of
health insurance is proceeding, which indicate clearly that we con-
template no action that will not be quite as much in the interests of
the members of the professions concerned as of the families with low
incomes.

RESIDUAL RELIEF

The measures we suggest all seek to segregate clearly distinguishable
large groups among those now on relief or on the verge of relief and

to apply such differentiated treatment to each group as will give it
the greatest practical degree of economic security. We believe that
if these me =ures a adopted, the residual-rief problem will have
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diminished to a point where it will be possible to return primary
responsibility for the care of people who cannot work to the State and
local governments.

To prevent such a step from resulting in less humane and less
intelligent treatment of unfortunate fellow citizens, we strongly
recommend that the States substitute for their ancient, out-moded
poor laws modernized public-assistance laws, and replace their tradi-
tional poor-law administrations by unified and efficient State and local
public-welfare departments, such as exist in some States and for
which there is a nucleus in all States in the Federal emergency-relief
organizations.

ADMINISTRATION

The creation of a Social Insurance Board within the Department
of Labor, to be a pointed by the President and with terms to insure
continuity of adinistration, is recommended to administer the
Federal unemployment compensation act and the system of Federal
contributory old-age annuities.

Full responsibility for the safeguarding and investment of all social
insurance funds, we recommend, should -be vested in the Secretary of
the Treasury.

The Federal Emergency Relief Administration is recommended asthe most appropriate existing agency for the administration of non-
contributory old-age pensions and grants-in-aid to dependent children.
If. this agency should be abolished, the President should designate the
distribution of its work. It is recommended that all social-welfare
activities of the Federal Government be coordinated and systematized.

EMPLOYMENT ASSURANCE

A program of economic security for the Nation that does not include
those now unemployed cannot l~ossibly be complete. They, above
all are in need of security. Their tragic situation calls attention not
only to their own desperate insecurity, but to the lack of security
of all those who are* dependent upon their own earnings for a liveli-
hood. Therefore, any program for economic security that is devised
must be more comprehensive than unemployment compensation,
which of necessity can be given only for a limited period. In propos-
ing unemployment compensation, we recognize that it is but a corn-

plmnaypart of an adequate program for protection against the
hzrsf nemploymen t, in which atimulation of private emp oymnent

and provision of public employment on a security payment basis are
other major element.

PRIVATE EMPLOYMENT

* In our economic system the great majority of the workers must find
work in private industry, if they are to have permanent work. Thes
stimulation and maintenance of a high level of private employment
should be a major objective of the Government. All measuresdesigned to relieve unemployment should be calculated to promote
p! tvate employment and also to get the unemployed back into *theomain channel of production. We belive that prolsion of public
hployinint nm combination with unemplo ent comensation 've1

most effectively serve these purposes. Bot m will operate o maintain
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purchasing power, And public employment will indirectly give work to
many more persons in private industry who otherwise would have
none. At the same time, it will stimulate workers to accept and seek
private employment when it becomes available.

PUBLIC EMPLOYMENT

What the Federal local, and State governments would be called
upon to do in proviAing work depends upon many complicated fac-
tors: Financial resources, advance planning, the general industrial
trend and methods; but it is a sound principle that public employ-
ment should be expanded when private employment slackens, and it
is likewise sound that work ii preference to relief in cash or in kind
should be provided for those of the unemployed who are willing and
able to work.

The experience of the past year has demonstrated that making
useful work available is a most effective means of meeting the needs
of the unemployed. Further, it has been demonstrated that it is
possible to put large numbers of persons to work quickly at useful
tasks under conditions acceptable to them. The social and economic
values of completed projects represent a considerable offset to the
economic losses occasioned by millions of.unemployed workers. Work
maintains occupational skill. The required expenditures have an im-
portant stabilizing effect on private industry by increasing purchasing
power and employment and the completed works frequently produce
self-liquidating income.

In periods of depression public employment should be regarded as
a principal line of defense. Even in prosperous times, it may be nec-
essary, on a smaller scale, when "pockets" develop in which there is.
much unemployment. Public employment is not the final answer to.
the problem of stranded communities, declining industries, and im-
poverished farm families, but is a necessary supplement to more
fundamental measures for the solution of such problems. And it
must be remembered that a large part of the population will not be
covered by unemployment compensation. While it will not always
be necessary to have public-employment projects to give employment
assurance, it should be recognized as a permanent policy of the Gov-
ernment and not merely as an emergency measure.

Such an employment program must be related to unemployment
compensation; and the resources of all public bodies, Federal, State,
and local must be coordinated if the policy of employment assurance
is to be effectively realized. It Would be advantageous to include in
the program many types of public employment other than those which
are considered necessary for the regular operations of government.
This would include not only public construction of all kinds, but also
appropriate work to employ usefully the professional and self-employed
groups in our population. Because of the predominant importance
of State and local construction in total public construction it is~also
essential that such Federal agencies as are established be empowered
to incorporate State and local construction into the work' program,
It would also be desirable to extend Federal loans at' ow rates of
interest to States and local governments for employment purposes.
Such loans, once established, should be on a self-liquidating bIois,' and
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should become a revolving fund to be used over and over again as loans
are rpyaid.

This entire program points immediately and inevitably toward prac-
tical advance planning--on a broad scale--to make the potential
resources of a region available for the general welfare of the people
involved and toward detailed development of individual projects.
To this end we endorse the recommendations of the National Re-
sources Board for the establishment of a permanent National Plan-ning Board.

we propose that public employment be made as nearly like private
employment as possible. Applicants should be selected for their
apparent ability to do the work offered a well as on the basis of their
need; and we believe the public employment offices should be exten-
sively utilized for this purpose. Only those who really work should
be kept at work; the others should be discharged as in private em-
ployment.

COORDINATION WITH UNEMPLOYMENT COMPENSATION

We believe it is desirable that workers ordinarily steadily em-
ployed be entitled to unemployment compensation in cash for limited
periods when they lose their jobs. It is agamst their best interests
and those of society that they should be offered public employment
at this stage, thus removing them from immediate consideration for
reemployment at their former work. Very often they will need
nothing further than unemployment-compensation benefits, for they
will be able to reenter private employment after a brief period, but
if they are unable to do so and remain unemployed after benefit
rights are exhausted, we recommend they should be given, instead of
an extended benefit in cash, a work benefit--an opportunity to sup-
port themselves and their families at work provided by the Govern-
ment.

Similarly, we deem provision of work the best measure of security
for able-bodied workers who cannot be brought under unemploy-
ment compensation. Such, workers will become eligible for public;
employment soon after the loss of regular employment, but more care
will have to be exercised in their selection, to be certain that only
workers who are ordinarily employed are given public employment.

UNEMPLOYMENT COMPENSATION

DESCRIPTION

Unemploymeat compensation, as we use this term, includes both
-unemployment insurance and unemployment reserves. It is a device
through which reserves are accumulated during periods of employ-
ment to be paid out in periods of unemployment. In every system
of unemployment compensation set up thus far, these reserves are
built up through contributions paid by the employers alone, the em-
ployers and employees or the employers, employees, and the Gov
eminent. , Except in England (where the contributions are uniform
amounts iber employee), the contributions everywhere are expressed
Sperceng bf pay roll; aid 9nly in Belgium is a distinction made
in the rate'of contribution in different industries in accordantie with

their risk of unemployment.
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All European systems create pooled unemployment insurance funds
for the entire State or Nation, in which the contributions of all em-
ployers are commingled. The systems voluntarily established by a
number of employers in this country and also the Wisconsin law
(which is the only unemployment compensation act in force in this
country) establish, instead, industry or company unemployment
reserves, in which each employer (or industry) is responsible for his
own employment and his employees must look exclusively to his
reserve fund for their compensation.

Some European unemployment insurance systems are voluntary,
but the experience everywhere has been that compulsory coverage is
necessary to include a majority of the industrial workers. Even with
compulsory coverage large groups of workers cannot readily be
brought under unemployment compensation; among them em-
ployees in very small establishments, and, of course, all self-employed
persons.

Benefits from unemployment-insurance funds are payable only for
involuntary unemployment which is not due to the employee's own
misconduct. An employee who is discharged or laid off is required
to register at his nearest employment office, but draws no benefits
during a specified waiting period. (In the basic calculations of our
actuaries, a waiting period of 4 weeks was assumed.) If still unem-
ployed after the waiting period, the worker becomes entitled to
unemployment compensation at a specified percentage of his average
wages prior to his discharge or lay-off, subject to an absolute maxi-
mum and, usually, also an absolute minimum. (In our calculations
a 50-percent compensation rate and a maximum of $15 per week, but
no minimum, were assumed.) Payments are usually made weekly
and, an important condition in any unemployment-compensation
system, the unemployed worker must keep in touch regularly with
the employment office and cannot draw any further benefits if he
refuses to accept suitable employment offered him. In any event,
the maximum number of weeks of benefit that may. be drawn is
definitely limited through a ratio of weeks of benefit to weeks of
previous employment (I to 4 in our calculations) and by absolute
limitations. (We suggest to the States in framing their laws that on
the basis of 3-percent contribution rate the maximum benefit period
cannot safely exceed 16 weeks and should be reduced to 15 weeks, if
it is desired to give workers who have been long employed without
drawing benefits an additional (maximum) week of compensation for
each 6 months they have been employed without drawing benefits,
up to a maximum of 10 additional weeks.)

After an unemployed worker has exhausted his right to benefits,
European systems generally permit him to draw extended benefits,
on a means-test basis, for additional periods, the entire cost of which
is borne by the government. As we have stated, such extended cash
benefits seem to us far less desirable than work benefits and we recom-
mend that an employee, after he has exhausted his contractual
rights, be certified to the authorities in charge of the Federal-work
program as entitled to a work benefit. Such certification shall entitle
the unemployed insured worker, who has exhausted his cash benefits,
to employment on any available public employment project, without
a means test, but with the proviso that he must be dependent upon
his own earnings and that not more than one member of any family
or household will be given public employment.
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PLACE IN SECURITY PROORAM

The actuaries and other technicians we have consulted estimate
that if the plan we suggest had been in operation throughout the
country in 1933,somewhat less than an average of 16,000,000 employed
workers would have been included in the system and that had there
been in that year 100-percent employment, slightly more than 26,-
000,0o would have been included-one-half of the entire number of
those gainfully occupied. These figures give the approximate
minimum and'maximum number of workers who can be brought
under unemployment compensation; the total at any given time
depending upon the state of industrial activity and the extent to
which the system is really Nation-wide in operation.

If a system of unemployment compensation had been in operation
everywhere in this country during the years from 1922 to 1933, it is
estimated that a 3-percent contribution rate with this coverage would
have resulted in average total collections of approximately $825,000,-

per year, or $10,000,000,000 in the entire period. The estimated
collections would have varied from a high of approximately $1,040,-
000,000 in 1929 to a low of $560,000,000 in 1932. During the twen-
ties the contributions would have considerably exceeded the benefits
paid and at the maximum point in 1929 approximately $2,000,000,000
would have been accumua in the unemployment reserve funds,
which would have been spent quite rapidly after the depression set
in. In comparison with the emergency-relief expenditures, now ap-
proximating $1,800,000,000 per year, or the $1,000,000,000 annually
invested by the workers of the country in industrial insurance even
during the depression, and the more than $20,000,000,000 of assets of
life-insurance companies, the total annual contributions and maxi.
mum reserves in a nation-wide unemployment-compensation system
are small, but they are by no means negligible.

Unemployment compensation does not lend itself to actuaric,! de-
termination of benefits of the same precision as is possible in other
forms of insurance. We have now in this country only very limited
statistics of unemployment. One of the values of a nation-wide
system of unemployment compensation will be the collection of
accurate and comprehensive unemployment statistics which it will
make possible.

On the assumption, however, that the past experience during the
entire business cycle does furnish at least an approximate guide to
possible future unemployment, our actuaries and statisticians hivo
computed the maximum-benefit periods which could have been
allowed at varying contribution rates. Thc-' computations were
made on the basis of the unemployment experience of the years 1922
to 1933 and.1922 to 1930, respectively, as shown in table I.
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TABLE l.E-Acuarial estimates of the maximum number o, weeks of benet that
could have been paid of various contribution ral and waiting periods under a
Nation-wide unemployment compensation system on the basis of the unemploy.
ment rates from 1922 to 1933, and from 1912 to 1930

Standard masilmum weeks of benefits

Contribution rate Wait1n8 1922 to 1933 expercne 1922 to 1930 experience
period

With actu- With actu.
Unadjusted ardlsxst- Unadjusted ariadjust-

reQs meats

WeeksI peroet t.............................. 4 14 1 0 20 1
Do .................................. . 39 1

Do................ 12 a 17 12
i pernt ...... .................. .4 21 i 36 24

Do. .......................... 20 14 32 21Do...............2 1s 12 28 Is
DO .................................... 4 27 17 45 50

ASSUMPTIONS IN T1lE UNADJUSTED COMPUTATIONS

(1) Nation-wide coverage including all establishments employing six or more
employees, but applying only to the first $0 per week as a wage or salary to any
employee; (2) 1 year of contributions before benefits became payable; (3) deficits
In reserve funds after end of period; and (4) benefits of 60 percent of the average
weekly wages.

ADJUSTMENTS

On the columns giving the estimated maximum weeks of benefit "with actuarial
adjustments" the above assumptions are basic, but allowance Is made for all
factors likely to increase or decrease costs, among them (1) the rule that no
employee may draw benefits for whom contributions have not been paid for at
least 40 weeks in the preceding years nor for 10 weeks after he has exhausted his
benefit rights; (2) savings through employees voluntarily quitting their work and
discharges for proven misconduct; (3) allowance of an additional maximum week
of benefits for each 6 months of contributions without drawing benefits, up to a
maximum of 10 additional weeks; (4) limitation of benefits in the ratio of 1
week of benefits to 4 weeks of contributions; (5) compensation for part-time
unemployment; (6) limitation of compensation in seasonal Industries to unem-
ployment occurring within the normal season; (7) limitation of the maximum
benefit to $16 per week- (8) estimated increases In costs resulting from the fact
that benefits will be pafd on a full-time wage basis while the contributions are
made on actualpay roll, including much part time; (9) inadequacy of data; ani
(10) allowances for various contingencies, among them the probability of Increased
costs In the course of time, as Is the experience in all other forms of Insurance.
Weighing all these and some other factors, the actuaries arrived at a loading of
28 percent above the unadjusted cost figures.

While the maximum benefit periods, set forth in table I, are mere
approximations, they very clearly indicate that on a contractual basis
benefits can be paid only for periods which, to many people, will seem
short. The benefits are small although considerably higher on the
average than relief grants. While unemployment compensation is
far from being a complete protection, it is a valuable first line of
defense for the largest group in our population, the industrial workers
ordinarily steadily employed. Unemployment compensation should

errnit such a worker, who becomes unemployed, to draw a cash
benefit for a limited period during which there is expectation that he
will soon be reemployed. This should be a contractual right not
dependent on any means test. Normally the insured worker will
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return to his old job or find other work before his right to benefits is
exhausted. If he does not find work, we recommend that his further
period of unemployment should be met by a work benefit, as described
in the section of this report dealing with employment assurance.
This correlation between the cash benefit and the work benefit is
recommended, and it seems to us that the combination is both fair
and desirable. It will carry workers over most, if not all, periods of
unemployment in normal times without resort to any other form of
Lssistance. While the maximum benefit periods indicated by the
actuarial calculations are short in relation to the unemployment
suffered by the people now on relief, it must tle remembered that in
ordinary iHdustrial periods the great majority of workers who become
unemployed find other work in a much shorter time.

But unemployment compensation is also valuable in depression.
If the benefits are kept within the limits we suggest, the funds should
prove adequate for all minor depressions. In a depression of such
depth as that which has prevailed since 1929, the funds are likel to
be exhausted but will prove very helpful in the early stages. ad
$2,000,000,000 been available for distribution to the workers when
depression set in in 1929-as it might have been had an unemploy-
ment insurance system with a 3-percent contribution rate been in
operation from 1922 on-it would have had a most pronounced
stabilizing effect at a very crucial time. Within a year or a little
more these accumulated reserve funds would have been exhausted
but considerable amounts would still have continued to be collected
in contributions and distributed to the unemployed in benefits, there-
by reducing relief costs and lightening the financial load on the public
and the Government.

Some economists urge that, instead of using a tax on pay rolls,
unemployment compensation should be paid through Federal Gov-
ernment borrowings to be repaid hereafter out of other types of
Federal taxes. Without expressing any judgment on that contention,
we deem it desirable, at the present time to employ a pay-roll tax
for unemployment compensation, although it may be possible that
experimentation under the proposed statute will show that at some
time in the future a plan built upon the other alternative suggestion
should. be substituted, in whole or in part, for that which we are
proposing.

In not recommending any contributions derived from bond issues
or income or other general tax sources, we have had in mind that the
Government under the plan we suggest will incur large expenditures
in providing a work benefit, which will complement the cash benefits
from unemployment compensation. It is our conviction that, at
least at this time, general tax revenues should be drawn upon rather
for employment assurance than for unemployment compensation.

GENERAL SKETCH OF LEGISLATION

Unemployment insurance has been in successful operation in
England and many other European countries for some years. While'
the English system suffered some discredit through the combination,
from 1924 to 1931, of insurance with relief and in all countries the
unemployment insurance funds have had to be governmentally aided
and/or the rate of contributions increased and benefits decreased
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during the present depression, unemployment insurance everywhere
has survived the depression. (Russia, however, has paid no benefits
since 1930.) While unemployment insurance has not proved a
panacea for unemployment, it has in all countries provided a self-
respecting method of support, far superior to relief, for a large
percent of the unemployed.

In this country there has been considerable interest in unemploy-
ment insurance ever since the enactment of the pioneer British law
of 1911, especially since the depression of 1920-21. In the years
that have intervened, onsiderable cntroversy has developed over

the type of unemployment compensation legislation that should be
enacted; particularly over such questions as unemployment insur-
ance versus unemployment reserves, employee contributions, govern-
mental contributions, extended benefits, and the type of unemploy-
ment to be benefited. It is our conviction that these controversies
have developed largely because there has been no action and, there-
fore, no practical experience on this subject. Further investigations
and other devices for delay will merely enhance the negative character
of the debate. What is needed at this state is demonstration, not
further debate and research.
* This background, It seems to us, is an- important consideration in

determining the t pe of unemployment compensation legislation to be
recommended. It clearly suggests the desirability of permitting
considerable variation, so that we may learn through demonstration
what is best. This we believe, can at this time, best be secured
under a cooperative Federal-State system, which permits variations
in State laws but insures uniformity in respects in which uniformity
is absolutely essential.

A federally administered system of unemployment compensation
is undoubtedly superior in some respects, particularly in relation to
employees who move from State to State. This presents a problem
involved in State administration which we do not at this time know
how to solvo, although we do not regard it as insoluble and recom-
mend that it should be made one of the major subjects of study of the
Federal administrative agency. We recognize also that in other
respects State administration iay develop marked inadequacies.
Should these' fears expressed by the champions of a federally ad-
ministered system prove true, it is always possible by subsequent
legislation to establish such a system. We recommend that it be
expressly provided in the Federal act that all States must include in
their statutes provisions to the effect that those acts shall not be
deemed to create any vested interests preventing modification or
repeal and t hat a similar reservation of power be made by the Federal
Government. Accordingly, the Congress can at any time increase
the requirements which State laws must fulfill and may, if it sees fit,
at some future time, substitute a federally administered system for
the cooperative Federal-State system we recommend.

All things considered however, we deem it the safest and soundest
policy to confine the role of the Federal Government, with respect to
this problem at this time, to removhig obstacles to State action,
safeguarding and liquidating the reserve funds, and aiding the States
with their problems, leaving to them primary responsibility for
administration.

18o?--35---84
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Federal cooperation is essential, because the States cannot establish
systems of unemployment compensation with reasonably favorable
conditions unless there is assistance from the Federal Government.
So long as there is danger that business in some States will gain a
competitive advantage through failure of the State to enact an unem.
ployment-compensation law, few such laws will be enacted. This
obstacle to State action can be removed only through the imposition
by tho Federal Government of a uniform tax (rate of contribution)
on all employers throughout the country, so that no State will have
an unfair advantage. We, therefore, recommend legislation which
will impose a uniform Federal tax on, pay rolls, with an offset permitted
to any employer who contributes to an unemployment-insurance fund
under a compulsory State law. This, we believe, will encourage the
speedy enactment of State laws which meet minimum standards of
security and fairness. I I . I .

TheFeeral Government has a further important obligation in the
safeguarding and investment of the reserve funds. Unemployment-
reserve funds are peculiar in that the demands upon them will fluc-
tuate violently with industrial conditions. In good years these funds
will have receipts far in excess of disbursements; when serious depres-
sion sets in, the reserves will be used up rapidly. Unemployment com-
pensation should not operate to increase unemployment, but there is
danger that it will do so unless there is intelligent and unified handling
of the reserve funds. One of the most important elements in attaining
economic stability is the credit policy of the Government. Unless
the investment and liquidation of the unemployment-reserve funds
is coordinated with this credit policy, these funds may operate to
nullify the attempts of the Government to maintain stability. Par-ticularly, when the Government is trying to prevent a depression the
unemployment-reserve funds should not be thrown on the markets,
as they are likely to be if held by the States or in private hands.
Intelligently handled, unemployment-reserve funds can be made an
important factor in preventing a depression; but utilization for this
purpose is possible only if their investment and liquidation is within
control of the United States Treasury. We deem this an absolute
essential, if unemployment compensation is to accomplish the pur-poses for which it is designed. '

Beyond this, the respective spheres of the State and local govern-
ments in unemployment compensation are not clearly defined.
Some standardization is desirable, but we believe that this should not
be a matter of Federal control, but of cooperative action. -A co-
operative Federal-State unemployment compensation system should
include the essentials we have outlined. In making definite recom-
mendations as to the technique of establishing such a system, we are
proceeding in the conviction that our purpose could be most promptly
and effectively accomplished by Federal legislation which woul , (1)
produce uniformity in the burden, by levying a pay-roll tax; (2)
stimulate the passage of complete and self-sustaining unemployment
compensation laws in the States, by allowing a credit against the
Federal tax for contributions p aid under State laws; and '(3) allow
the necessary central control of the reserve funds, in order to prevent
their operating toward instability. We prefer a tax credit device to
one in which the tax would be wholly collected and then remitted,
as grants-in-aid, to the States, because under the latter system the
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States would not have self-supporting laws of their own, and as with
all compensation having its source in Federal grants there would be
great and constant pressure for larger grants exceeding the money
raised by the tax, with a consequent confusion of compensation and
relief.

OUTLINE OF FEDERAL ACT

We earnestly recommend prompt enactment by the Congress of
legislation which will (1) impose a uniform pay-roll tax on the em-ployers to whom the act is applicable, beginning with the year 1936
and (2) create machinery for participation in the administration of
unemployment compensation.

The tax should be imposed upon all employers who have employed
four or more employees for a reasonable period of time, (any 13 weeks
of the taxable year for example) and should be measured by a per-
centage of the employer's pay roll. By 1938 the rate of tax should
be 3. percent of the pay roll; but in the first 2 years, if economic
recovery has not progressed satisfactorily, we recommend a lower
rate, and suggest that the index of industrial production of the
Federal Reserve Board may well be used to determine whether the
rate in the first and second years shall be 1, 2, or 3 percent. We
are opposed to exclusions of any specified industries from the Federal
act, but favor the establishment of a separate nationally administered
syqterm of unemployment compensation for railroad employees and
maritime workers.

Against the tax imposed in the Federal law, a credit, up to 90 per.
cent of the tax, should be allowed for the money the employer has
paid to the proper State authority as contributions for unemploy-
ment-compensation purposes pursuant to State law. These credits,
however, should be permitted only if the State is cooperating with
the Federal Government in the administration of unemployment com-
pensation, expending the money raised solely for benefits, and is
depositing all contributions as collected in an unemployment trust
fund in the United States Treasury as hereafter recommended.

If. a State,, to encourage stabiization of employment, permits
particular industries or companies to have individual reserve or
guaranteed employment accounts (accounts to be kept by the State
authority, but deposit of the funds in: the United States Treasury)
or allows lower rates of contributions to employers not having such
individual accounts on the basis of their favorable experience, an
additional credit beyond the amount contributed in a particular
year may be granted in the Federal act. We recommend, however,
that such credit be allowed in all cases only on the condition that the
employer has discharged in full his obligations under the State law
And continues to pay at least 1 percent into the pooled State fund.
Further, such an employer with an individual reserve account before
becoming entitled to any additional credit, must have and maintain
a reserve equal to at least 15 percent of his pay roll and an employer
with aguaranteed employment account a reserve of 7% percent ofhis
pay roll; while no additional credit for any reduction in rates payable
to a pooled State fund may be allowed until after the State law has
been in operation for 5 years. .

To encourage efficient administration, without which unemploy-
ment insurance will fail to accomplish its purpose, we believe that
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the Federal Government should aid the States by granting them suffi.
cient money for proper administration, under conditions designed to
insure competence and probity. Among these conditions we deem
selection of personnel on a merit basis vital to success. We also
recommend that as a condition, both of grants-in-aid for administra-
tion and of the allowance of any tax credits for payments made under
any State unemployment-compensation act, the State must have
accepted the provisions of the Wagner-Peyser Act and provide tor,
the payment of unemployment compensation through the public em-
ployment offices established under such act. A grant-in-aid for
administration would not create: any new burden on the Federal
Government, as it would be paid for by the amount of the pay-roll
tax over and above the credits allowed for contributions to State
funds.

As an essential part of the Federal law, it should be made a require-
ment for any tax credits that all moneys collected for unemployment-
compensation purposes under State laws (including those credited to
individual industry or company accounts) be deposited as collected
in the Treasury of the United States in a trust account to the credit
of the State, to be invested and liquidated as the Secretary of the
Treasury may from time to time direct. Interest on the average
amount so deposited in each State fund shall be allowed at regular
intervals, at a rate equal to the average yield of all outstanding
primary obligations of the Federal Government, less one-eighth of 1
percent. Withdrawals from the fund are to be made only for unem-
ployment-compensation purposes, under regulations to be prescribed
by the Secretary of the Treasury.

The collection of the Federal tax and investment of the reserve
funds should be under the control of the Secretary of the Treasury.
All other aspects of Federal participation in unemployment compen-
sation should be a responsibility of the Department of Labor. We
recommend the creation within the Department of Labor of a social
insurance board. We recommend that the board consist of three
members appointed by the President. They should devote full time'
to their duties and be appointed for terms of 6 years which should be
varied at the outset to insure continuity in administrative policies,
We recommend that this board be liven power to decide what State
laws comply with the Federal requirements and that it be made its
duty to assist States in setting up unemployment-compensation ad-
ministrations and in the solution of the problems they will encounter
also that it conduct continuous studies to correlate and make useful
the experience developed under State laws. The social. insurance
board should, likewise, have responsibility for the administration of
the compulsory and voluntary systems of old-age annuities whose,
establishment we suggest in another section of this report and should
study the advisability of instituting other forms of social insurance.

The plan for unemployment compensation that we suggest contem.
platesthat the States shall have broad freedom to set up the type of
unemployment compensation they wish. We beliee that all matters.
in which uniformity is not absolutely essential should be left to thew
States. The Federal Government, however, should assist the States.
in setting up their administrations and in the solution of the problems.
they wif encounter.
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SUGGESTIONS FOR STATE LEGISLATION

This Committee plans the preparation of a model State unemploy.
ment-compensation bill, with alternate clauses at many points. In
this report it seems unnecessary to discuss all of the details of this
model bill, since the legislature will determine the policy in each
State. On some major points, however, comment seems appropriate.

Co ributions.-The States should make all contributions compul-
sory and may require them from employers alone, or from employers
and employees with or without contributions by the State government.

Benefte.-The States should have freedom in determining their
own waiting periods, benefit rates, maximum-benefit periods, etc.
We suggest caution lest they insert benefit provisions in excess of
collections in their laws. To arouse hopes of benefits which cannot
be fulfi !ed is invariably bad social and governmental policy.

It is our recommendation that the benefit periods be kept within
the maximum limits of the last column of table I, which has been
presented earlier in this report, and in no event should they exceed
those of the second last column. If it is considered desirable that the
unemployment compensation funds should give protection in depres-
sion periods as well as in normal times, the maximum periods of the
first two columns should be regarded as standard. While unemploy-
ment varies greatly in different States, there is no certainty that
States which have had less than normal unemployment heretofore
will in the future have a more favorable experience'than the average
for the country. States whose industries are such that, they will
probably continue to have a high rate of unemployment should not
pay benefits up to the maximum amounts permitted in the actuarial
calculations. With indust or company funds, longer benefit
periods can be permitted Il the employers guarantee payment of
these benefits in full and furnish security adequate to insure fulfillment
of these guaranties, but in all other cases it is preferable at the outset
to err on the side of safety than of too great liberality.

At this point we call attention to the desirability of allowing
additional weeks of benefit to employees who have been long employed
without drawing benefits. The British experience has been that a
vety large percentage of all employees draw no benefit over periods of
many years. These are the workmen longest retained, who partic-
Ularly if they are required to contribute, have a very good claim for
additional benefits when, because of a depression or changesin technical
they lose their jobs and are Unable to find other work. Our actuarial
estimates indicate that if I week is taken off the ordinary benefit
period for all workers, a special maximum of an additional week of
benefits can be allowed to workers who have not drawn benefits for
6 months, 2 weeks for those who have not drawn benefits for 12
months, etc., up to a maximum of 10 weeks' additional benefits for
workers who have not drawn any benefits for 5 years.

Provisions to protect funds against heavy drain b. pariWular class
of employem.-The provision last suggested is m Hite with the world
experience that unemployment compensation, is best adapted to
employees who normally have some degree of security in their em-
ployment. Such workers, we feel, should be given some protection
against exhaustion of the fundsbyothers who work only intermittently.

1327



ECOXOMIO SECURITY! ACT

English experience has demonstrated that seasonal industries will
cause a heavy drain on the unemployment insurance funds unless the
benefits to seasonal workers are limited to unemployment occurring
within the usual season for that particular industry. Determination
of what this season is for each distinct seasonal industry must neces-
sarily be loft to the administrative authority.

Similarly, the funds need to be protected against too heavy drain
by the casual workers. This can best be done: (1) Through a ratio
whichrelates the maximum. weeks of benefit to, the weeks, of employ-
ment, the usual ratio suggested being I to 4; and (2) allowing benefits
only if the employee has worked with some degree of regularity.

Partial unemployment creates another special problem. It is
desirable, within limits, that work shall be shared when orders fall
off, rather than that some employees shall be laid off altogether. It
is also desirable that an unemployed man take part-time or odd-job
employment when possible. Therefore, to encourage this we advise
that State laws should provide that the combination of part-time
wages and benefits is better than benefits alone.

filingns8-o-work ut81.-To serve its purposes, unemployment.
compensation must be paid only to workers involuntarily unemployed
The employees compensated must be both able and willing to work
and must be denied benefits if they refuse to accept other suitable
employment. Workers, -however,, should .not be required to accept
positions with wage, hqur, or working conditions below the usual
standard for the occupation or the particular region, or outside of the
State, or where their rights of self-organization and collective bargain-
ing would be interfered with.

Individual industry and company acunt.-The primary purpose
of unemployment compensation is to socialize the losses resulting
from unemployment, but it should also serve the purpose of decreas-
ing rather than increasing unemployment. We favor leaving it
optional with the States whether they will permit any "contracting
out" from State-pooled funds in the sense that separate accounts
may be set up for the exempted industries or companies, but without
any change in the methods of collection or deposit and investment of
funds. We strongly urge, however, that only plants which furnish
adequate security to guarantee payment in full of all unemployment
compensation which may become due to their employees shall be
permitted to have separate accounts, and only upon condition that
they pay 1 percent of their pay roll into the general State fund. We
further advise that if "contracting out" be permitted the State law
should contain provisions under which employees will not lose their
unused benefit rights, or any contributions which they may havoc
made to such accounts above benefits received when they voluntarily
leave the employ of an employer with a separate reserve account,
lest such accounts operate to intefere with the mobility of labor.
Experimentation with individual industry and company reserve
accounts under proper restrictions will undoubtedly be permitted
in some States, therefore, the importance of adequately safeguarding
both the rights of the workers and the pooled State funds is empha-
sized.

1328



ECONOMIC BEOURITY AOT 32

We are opposed to any provision in the Federal act under which
any industries or companies are exempted from State laws prescribing
an exclusive State-pooled fund.

Guaranteed employment.-Guaranteed employment is a device which
if properly safeguarded will effectually secure all of the purposes of
unemployment compensation. There would be no unemployment
problem if all workers were guaranteed a sufficient annual wage. We
feel it to be desirable that employers be permitted to experiment with
guaranteed employment under the State laws, but also that such
experiments shol be conducted only under safeguards. Guaranteed
employment, we believe, should be recognized as a reason for reduced
contributions in State laws only if the employees get at least as much
protection as that afforded to employees by unemployment compen-
sation. The period of guaranteed employment when it is claimed as
an offset should be for at least 40 weeks of full-time employment
during &te year, although less than full-time employment may be
counted toward fulfillment of the guaranty if the number of weeks of
guaranteed employment is correspondingly increased. Employees
should be further protected by a provision in State laws under which
they will receive at least half of the normal unemployment-compen-
sation benefits if they lose employment.at the end of the guaranty
period. Employers claiming contributions credits by guaranteeing
employment should be pernutted to do so only if the plan includes a
their employees or all employees of entire plants. They should be
required to make some contribution to the pooled State unemploy-
ment-compensation fund and should be entitled to additional credits
against the Federal tax only if they fulfill all obligations of their
guaranty and have accumulated an adequate reserve. Sufficient
security should be required by the State authority to insure fulfillment
of the guaranty,

GENERAL COMMENTS

The plan of unemployment compensation we suggest is frankly
experimental. We anticipate that it may require numerous changes
with experience and, we believe, is so set up that these changes can be
made through subsequent legislation as deemed necessary. If we are
to wait until everyone interested in the subject is in agreement as to
what is a perfect measure before enacting unemployment-compensa-
tion legislation, there will be a long and unwarranted postponement of
action.'

The plan we suggest is one that will secure the much-needed experi-
ence necessary for the development of a more nearly perfect system.
It is in accord with, American traditions and the message of the
President which initiated our study of this subject.

We submit that the Federal part of the program should be enacted
into law by the Qongress at the earliest date possible. This is urgently
necessary if the State legislatures are to act in time to permit the
legislation to go into effect January 1, 1936. In the comn year,
44 of' the 48 States will hold regular sessions of their legis-atures.
Most of these will convene in January and will be in session 3 months
or less. Unemployment compensation in this country will suffer
another year of delay unless there is prompt action by the Congress
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OLD.AGK SECURITY

THE OLD-AGE PROBLEM

In 1930 there were 6,500,000 people Over 65 years of age in this
country, representing 5.4 percent of the entire population. This
percentage has been increasing quite rapidly since the turn of the
century and is expected to continue to increase for several decades.
It is predicted, on the basis of the present population and trends,
that by 1940, 6.3 percent of the population will be 65 yeas of age;
by 1960, 9.3 percent and by 1975 10 percent. In 25 to 30 years the
actual number of old people will have doubled and this estimate
does not take into account thepossibility of a decrease in the mor-
tality rate, which would further increase the 'total.

SNc even reasonably complete'data Is available regarding the means
of support of aged persons, and the number in receipt of some form of
public charity is not definitely known. The last alnishouse survey
was made more than 10 years ago, and the number of people in
institutions of this kind can only be approximated. There are about
700,000 people over 65 years of age on F. E. R. A. relief lists, and the
present cost of the relief extended to these people has been roughly
estimated at $45 000,000 per year. In adition there are a not
definitely known but large number of. old people in receipt of relief
who are not on F. E. R. A. relief lists. ANI told, the number of old
people now in receipt of public charity is probably in excess of
1,000,000.

The number in receipt of some form of pension is much smaller.
Approximately 180,000 old people, most of them over 70 years of
age, are receiving pensions under the State old-age assistance laws,
the average pension last year being $19.74 per month.

A somewhat smaller number of the aged are receiving public retire-
ment or veterans' pensions, for which the expenditures exceed those
under the general old-age assistance laws. Approximately 150,000
aged people are in receipt of industrial and trade-union pensions, the
cost of which exceeds $100,000,000 per year,

The number of the aged without means of self-support is much
larger than the number receiving pensions or public assistance inany
form. Upon this point the available data is confined to surveys
made in a few States most of them quite a few years ago. Con-
necticut (1932) and Rew York (1929) found that nearly 50 percent
of their aged population (65 years of age and over) had an income of
less then $25 per month; 34 percent mn Connecticut had no income
whatsoever. At this time a conservative estimate is that at least
one-half of the approximately 7,500,000 people over 65 years now
iving are dependent.

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 50 percent of the people over 65 years
of age were being supported in thii way. During the present depres-
sion, this burden has become unbearable for many of the children,
with the result that the number of old people dependent upon public
orprivate charity has greatly increased. I -

The depression will inevitably increase the old-age problem of the
next decades. Many children who previously supported their
parents have been compelled to cease doing so, and the great majority
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will probably never resume this load. The depression has largely
wiped out wage earners' savings and has deprivedmillions of workers
past middle age of their jobs, with but uncertain prospects of ever
again returning to steady employment. For years there has been
some tendency toward a decrease in the percentage of old people gain.
fully employed. Employment difficulties for middle-aged and older
workers have been increasing, and there is little possibility that there
will be a reversal of this trend in the near future.

Men who reach 65 still have on the average 11 or 12 years of lifb
before them; women, 15 years. A man of 65 to provide an income
of $25 per month for the rest of his life (computing interest at 3 per-
cent) must.have accumulated a pproximat 1 $3,300; a woman nearly
$3,600. ' If only this amount of-income is a lowed to all of the people
of 65 years and over, the cost of support of the aged would represent
a claim upon current national production of $2,000,000,000 per year.
Regardless of what may be done to improve their condition, this cost
0f supporting the aged will continue to increase. In another genera-
don it will be at least double the present total.

GENERAL OUTLINE OF RECOMMENDATIONS

An adequate old-age security program involves a combination of
noncontributory pensions and contributory annuities. Only non-
contributory pensions can serve to meet the problem of millions of
persons who are already superannuated or shortly will be so and are
without sufficient income for a decent subsistence. A contributory
annuity system, while of little or no value to people now in these
older age groups, will enable younger workers, with the aid of their
employers, to build up gradually their rights to annuities in their
old age. Without such a contributory system the cost of pensions
would, in the future, be overwhelming. Contributory annuities are
unquestionably preferable to noncontributory pensions. They come
to the workers as a right, whereas the noncontributory pensions must
be conditioned upon a "means" test. Annuities, moreover, can be
ample for a comfortable existence, bearing some relation to customary
wage standards, while gratuitous pensions can provide only a decent
subsistence.

.Contributory annuities can be expected in time to carry the major,
but under theplan we suggest, never the entire load. Difficult admin-
istrative problems must be solved before people who are not wage
earners and salaried employers can be brought under the compulsory
system, and it is to be expected that some people from higher income
group will come to financial grief and dependence in old age. Until
literally all people are brought under the contributory systems, non-
contributory pensions will have a definite place even in long-timeoild-age security planning. .

There also is need for a voluntary system of annuities to supple-
ment the compulsory system we advocate, intended primarily for
persons of low and moderate income who are not included in the com-
pulsory system. While the latter is not as important as the non-
contributory pensions and the compulsory system of contributory
annuities, we recommend the establishment of a related, but dis-
tinct, voluntay system of Government old-age annuities, for restricted
groups in the population who do not customarily purchase annuities
from commercial insurance companies.
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Finally, in any complete program for old-age security, those aged
should be considered who must be cared for in institutions-those
who need custodial care which friends and relatives will not provide.
Factual data bearing on the institutions for the care of the aged and
their inmates is very scant and most of it out of date. We, therefore,
recommend that the United States Department of Labor undertake
at once, a special survey of such institutions for the purpose of
developing a constructive program for the improvement of institu-
tionallmaintenance of the aged.

NONCONTRIBUTORY OLD-AGE PENSIONS

Old-age pensions are recognized the world over as the best means
of providing for old people who are dependent upon the public for
support and who do not need institutional care. In this country
28 States and 2 Territories now have laws providing for the pay-
ment of noncontributory pensions to dependent aged persons. Tie
minimum age specified in these laws is either 65 or 70. All of them
require long periods of residence within the State and allow pensions
only if the aged applicants are without any substantial amount of
property or income and have no relatives legally responsible for their
support. In most of these acts the pensions are limited to a maximum
of $1 per day less any other income the pensioners may receive from
any source. A few of the laws are less restrictive, but not more
than two or three of the entire number can be. regarded as even
reasonably adequate. The administrative provisions in many of the
laws are likewise defective; the officials who grant the pensions have
no facilities for investigation and there is no machinery for supervision.
Many laws place the entire cost of pensions on the local governments,
and about one-third of these acts are optional in the sense that
counties may or may not operate under the pension system as they
see fit.

Many of these old-age pension laws are entirely nonfunctioning;
many pension authorities, because of financial pressure, have cut
benefits below a proper minimum, and there are long waiting lists of
needy persons. While some improvement along these lines is to be
expected with the insistent popular demand for old-age .pensions,
financial limitations are such that local and State action alone can-
not be relied upon to provide either adequate or universal old-age
assistance.

As has been stated, there are four times as many old people over
65 on relief lists as are in receipt of old-age pensions. These aged
people do not belong on emergency-relief lists and, very properly, are
now being eliminated therefrom. They should instead be provided
for under old-age pension laws, operating in all States.

There is little likelihood, however, that an appreciable number 'of
the dependent aged will receive pensions unless the financing of such
measures is put on a radically different basis than at present. Both
State and Federal participation are vital if the dependent aged are to
be cared for through the human pension method.

Federal grants-in-aid will encourage the enactment of liberal old-
age pension laws in all States, and the granting of pensions to all of
the aged who are dependent upon the public for support, and who do
not need institutional care. We therefore recommend a system of
Federal grants-in-aid to States and Territories which provide old-age
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assistance for their needy aged under plans approved by the Federal
Emergency Relief Administration, or its successor agency. These
grants-in-aid, we suggest should be one-half of the total expenditures
for old-age pensions, including administrative expenses, but with a
proviso limiting the Federal subsidy to $15 per month for any indi-
vidual and the aid for administrative expenses to 5 percent of the
State's total expenditures for old-age assistance.

Gmndifio ofgrans.-Since the Federal Government, under the
plan we recommend, is to assume one-half the cost of old-age pensions,
we deem it proper that it should require State legislation and adminis-
tration which il insure to all of the needy aged pensions adequate
for their support. We recommend that aid be granted only to those
States which enact laws that are State-wide or Territory-wide in
scope, and, if administered by political subdivisions, are mandatory
upon them. Such laws may limit the granting of pensions to citizens
of the United States and residents of the State or Territory, but may
not require a longer period of residence than 5 years, within the last
10 yeais preceding the application for a pension. Property and in-
come limitations may, likewise be prescribed but no agid person
otherwise eligible may be denied a pension whose property does not
exceed $5;000 in value or whose income is not larger than is necessary
for a reasonable subsistence compatible with decency and health.
The pension to be allowed must be an amount sufficient, with the
other income of the pensioner, for such a reasonable subsistence.
Federal grants-in-aid are to be paid only on account of pensions
granted 'to persons over 65 years of age, but until January 1 1940
States may maintain a 70-year age limit which must thereafter be
reduced' to 65. No Federal aid is to be extended for aged persons
cared for in institutions and so much of the total pensions paid to
any pensioner as was derived from the United States government
shall constitute a, lien on the estate of the aged recipient, which, upon
his de&sth shall be enforced by the State or Territory and refunded to
the Federal Government. The administration of the old-age pension
laws murt be under the supervision of a designated State department
And must be so (ofiducted as to insure fulfillment of the intent of the
Federalgrants-in-aid; namely, to give all dependent aged persons not
in' need of institutional care a decent subsistence in their own homes.

0ost.-Only approximate estimates can be given regarding the
costs of the proposed grants-in-aid. If a compulsory contributor
annuity system is not established at the same time actuarial esti-
mates indicate that the Federal share of the cost of te noncontribu-
tory old-age pensions may in the fiist year reach a total of $136,-
600,000; in the second year $199,000,000 and would increase steadily
thereafter until it reaches a maximum of $1 294,800,000 by 1980.
We believe that these estimates are too high, particularly in the
earlier years, as they do not allow sufficient y for the lag likely to
occur before all the dependent aged will actually be granted pen-
sions. Since the total now expended for old-age pensions is less than
$40,000,000 per year and more than half of the entire population of
the country is in States which have old-age pension laws, we are 'of
the opinion that $50,000,000 will be sufficient in the first year to pay
the Federal share of the'old-age pension costs. Thereafter, this
figure Will tend to increase rather rapidly, and by 1980 may reach the
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great total estimated by the actuaries, The estimates of the actuaries
consulted by this Committee are in our judgment so high in estimated
figures for 1980 that further careful studies must be given to them,
with the objective of finding ways and means for reduction and lir.
station of estimated Government contributions as of that year.

Obviously these figures will be reduced if a compulsory system of
contributory annuities is established simultaneously with the Federal
grants-in-aid. Sound financing demands this simultaneous action.
The edtinates of the actuaries indicate that if a compulsory system
of contributory annuities is started by January 1, 1937, the Federal
grants-in-aid to the noncontributory pensions will by 1980 total less
than 40 percent of the amount they will reach by that date if a
contributory system is not started. I I

Furthermore, the actuarial figures assume that contributory
annuities will not cover a large percentage of our population com-
prising those who are not actual wage earners. It is essential that as
soon as possible these persons be brought into the compulsory system
of contributory annuities, else the annual Government contributions
will be so high as to constitute an impossible charge on the taxpayers.

CONTRIBUTORY ANNUITIES (COMPULOn SYSTEM)

It is only through a compulsory, contributory system of old-age
annuities that the burden upon future generations for the support of
the aged can be lightened. With an increasing number and even more
rapidly increasing percentage of the aged, the cost of supporting old
persons will be a heavy load on future generations regardless of any
legislation that may be enacted. Pensions sufficient for a decent
subsistence for all of the aged who are dependent upon the public
for support are approved by the, overwhelming majority, of the
people of this country. In order to reduce the pension costs and also
to more adequately provide for the needs of those not yet. old but
who will become old in time, we recommend a contributory annuity
system on a compulsory basis, to be conducted by the Federal Govern-
ment. Because of the largo number of people involved and the other
duties imposed on the social insurance board (which we recommend
should have responsibility for the administration of all types of social
insurance), we deem it desirable that the taxes to finance this system
should not become effective until Januaty 1 1937, but believe that
the necessary legislation. should be enacted at an early date, to
enable the board to make the necessary studies and other preparations
for putting this plan into operation. I . , I

Outline of pdn.---rWe recommend that the contributory annuity
system include, on a compulsory basis, all manual workers and Pnon.
manual workers earning less than $250 per. month, except those, of
governmental units and those covered by the United, States Rail-
road Retirement Act. (In the first 5 years that the act is in effect
only employees who, on the effective date. are les than 60 years, of
age, are to be included,) Employees who lose compulsory coverage
(by becoming employers, ceasing to work,. etc,) after they havemade
0 least 200, weeky contributions. are to be permitted to continue
membership on a voluntary basis bypaying a contribution equal to
the combined contributions required from employers nd employees,
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The compulsory contributions are to be collected through a tax
on pay rolls and wages, to be divided equaUy, between the employers
and employees. To keep the reserves within manageable limits,
we suggest that the combined rate of employers and employees be
1 percent in the first 5 years the system is in effect; 2 percent in the
second 5 years; 3 percent in the third 5 years; 4 percent in the fourth
5 years, and 5 percent thereafter. If it is deemed desirable to reduce
the burden of the system upon future generations, the initial rate
may well be doubled and the taking effect of each higher rate advanced
by 5 years.

Both the tax, on employers and the employees is to be collected
through the employers, who shall be entitled to deduct the amount
paid in the employee' behalf from wages due them. The necessary
rules and regulations for collection of contributions are to be pre-
scribed by the Secretary of the Treasury.

We suggest that the Federal Government make no contribution
froln general tax revenues to the fund during the years in which income
exceeds payment from the funds, but that it guarantee to make con-
tributions, when tht level of payment exceeds income from contribu-
tions and interest sufficient to maintain the reserve at the level of
the last year in which income exceeded payments. According to our
actuarial estimates the reserve on this basis would be maintained at
about $15,250,000,000. 1

No benefits arc to be paid until after the system has been in opera-
tion for 5 years, nor to any person who has not made at least 200
weekly contributions, nor before the member has reached the age of
65 and retired from gainful employment. Persons retiring after
having passed age 65 will receive only the same pension as if they had
retire at that age. The benefits are normally to take the form of
annuities payable during the remainder of the life of the annuitant.
Should a member die before the age 65 or before the amount of his
own contributions has been paid to him as an annuity, the difference
between his contributions and the amount which he may have
received as dn annuity, with interest at 3 percent, is to be paid as a
death benefit to his dependents. Members who have made contribu-
tions for a short time but who, on reaching age 65 are not entitled to
an annuity (because they have not made 200 contributions) are to be
refunded their own contributions with 3-percent interest.

Under one proposal considered by the Committee, the annuity pay.
able to members in whose behalf contributions are first paid during
the years 1937 to 1941 shall be computed as follows: If they are
eligible to retirement in the sixth year after becoming members, their
annuity shall be equal to 15 percent of the average weekly wage
during the period they have been within the system, not counting
that portion of the, wage in excess of $160 per month. For those
retiring in the next 5 years this annuity is to be increased by I percent
of the average weekly wage for each additional 40 weeks of contribu-
tions but the increase shall not exceed 1 percent for each year of
membership in the system. Thereafter the initial annuity is to be
increased 'by 2 percent for 'each 40 weekly contributions, but not
mor6 than 2 percent per year, until a-maximum pension of 40 percent
of the first $150 average monthly wages upon which contributions
have been paid shall be reached.
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The minimum annuity payable to persons in whose behalf, contribu-
tions are first paid in 1942 or subsequent thereto, shall on retirement
at age 65 or over and after 200 weekly contributions, be 10 percent
of the first $150 average monthly wages upon which contributions
have been paid. To this 10 percent shall be added 1 percent for each
40 weekly contributions subsequent to the first 200 payments made
within the first 5 years of membership in the system, but not to exceed
1 percent for each year of membership after the qualifying period of
5 years.

An annuitant with a spouse, if he or she so desires, may choose
in lieu of an annuity on the basis outlined, an actuarially equivalent
joint survivorship annuity. In all cases, also members shall not
receive less than the actuarial equivalent of their own contributions.

The administration of the compulsory old-age annuity system we
recommend should be vested in the social insurance board. All re-
serve funds of the system, however, shall be invested and managed
by the Secretary of the Treasury, on the same basis as the unemploy-
ment compensation funds.

Explanation.-The plan outlined above contemplates that workers
who enter the system after the maximum contribution rate has become
effective will receive annuities which have been paid for entirely by
their own contributions and the matching contributions of their em-
ployers. Workers now middle-aged or older, will receive annuities
which are substantially larger than could be purchased by their own
and the matching contributions, although considerably less than the
annuities which will be paid to workers who contribute for longer
periods. Larger annuities than on a strictly earned basis'would seem
desirable because annuities build up only very slowly-for instance,
a 4-percent contribution rate on a wage of $100 per month will pro-
duce at age 05 an annuity of only $2.58 per month if contributions
were made for 5 years beginning at 60 years; $5.95 after 10 years,
contributions beginning at 55; and $10.19 after 15 years, contributions
beginning at age 5 r. a t

a owance of larger annuities than are warranted by their con-
tributions and the matching contributions of their employers to the
workers who are brought into the system' at thb outset, will involve a
cost to the Federal Government which, if payments are begun imme-
diately, will total approximately $500,000 000 per year. Under the
plan suggested, however, no payments will actually be made by the
Federal Government until 1965, and will, of course, be greater than
they would be if paid as incurred, by the amount of the compound
interest on the above sum. This plan thus involves the creation df
a debt upon which future generations will have to pay large amounts
annually, the Federal contributions representing the interest at 3 per-
cent on the debt thus incurred to pay (partially) unearned annuities
in the early years of the system.

While the creation of this debt will impose a burden on future genera-
tions which we do not wish to minimize, we,' nevertheless, deem it ad-
visable that the Federal Government should not pay its share of the
cost of old-age annuities (the unearned part of the annuities to
persons brought into the system at the outset) currently. To do so
would create a reserve which would reach a total of about $75,000,-
000,000. Further, to pay this cost now would unfairly burden the
younger part of the present generation, which would not only pay for
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the cost of its own annuities, but would also pay a large part of the
annuities to the people now middle-aged or over. Expressed differ-
ently, the plan we advocate amounts to having each generation pay
for the support of the people then living who are old. However, we
favor showing the debts to the fund currently incurred by the Govern-
ment, which debts should be evidenced by formal Government obliga-
tions issued to the fund. We accordingly recommend that an
actuarial audit of the annuity fund be made and published annually
which shall set forth clearly the present status of the fund, taking into
account future payments and future income, and will show the present
worth of the obligations being incurred by the Federal Government.

This plan also contemplates only small contributions by employers
and employees during the early years of the system. Somewhat
larger payments in the early years may be. advisable, to reduce the
necessary Government contributions later on. If the initial rate were
increased to 1 percent each on employers and employees and each
higher rate come into operation 5 years earlier than in the plan
discussed, the reserve funds would at the maximum amount to
$28,200,000,000, and the ultimate Federal contribution decreased by
$350,000,000 per year.

Costl.-Actuanal estimates based on the plan we have described
indicate that the income of the compulsory annuity fund wil in the
first 5 years that the system is in operation amount to a little more
than $300,000,000. With increases in rates and interest earnings on
the reserve, this income will increase quite rapidly until by 1980 it
will amount to $2,200,000,000 per year. Benefit payments will be
light in the early years but will increase steadily until, by 1965, they
will exceed the annual receipts. It is at this stage that the Federal
Government would begin to make contributions to the annuity sys.
tem, which, under the figures submitted by the actuaries, reaches a
maximum of above $1,400,000,000 per year by 1980. (Those contri.
buttons by the Federal Government, as has been stated, represent
the unearned part of the pensions paid to people now approaching old
age with interest on these amounts calculated at 3 percent.)

we realize that there may be valid objection to this Plan, in that it
involves too great a cost upon future generations. This cost can be
reduced by putting the rate of 5 percent into effect at an earlier date;
it can be entirely eliminated only through not paying any annuities
that have not been fully earned. If the Congress deems it advisable
to make either or both of. these changes, we are prepared to suggest
detailed plans for doing so. ......

Instead of a Government subsidy to the contributory annuity
system it may be advisable to supplement the earned annuities of
people now old (and whose earned annuities are, therefore, small)
by granting them assistance under nonconcributory old-age pension
laws, on a more liberal basis than in the case of persons who have
accumulated no rights under the contributory annuity system. Thus,
one of the required provisions of a State old-age-pension law might
be that in no event, prior to the year 1960, shall an annuity to which
a person is entitled under the contributory annuity system be taken
into account in determining the need of such person for assistance. ,

In considering the costs of the contributory system) it should not
be overlooked that old-age annuities are designed to prevent destitu-
tion and dependency. Destitution and dependency are enormously
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expensive, not only in the initial cost of necessary assistance but in
the disastrous psychological effect of relief upon the recipients, which,
in turn, breeds more dependency.

The contributions required from employers and employees have an
equally good justification. Contributions by the employees repre-
sent a self-respecting method through which workers make their own
provision for old age. In addition, many workers themselves on the
verge of dependency will benefit through being relieved of the neces-
sit, of supporting dependent parents on reduced incomes and at the
expense of the health and well-being of their own families. To the
employers, contributions toward old-age annuities are very similar to
the revenues which they regularly set aside for depreciation on capital
equipment. There can be no escape from the costs of old age; and
since these costs must be met, an orderly system under which em-
ployers, employees, and the Government will all contribute appears
to be the dignified and intelligent solution of the problem.

VOLUNTARY OLD-AOE ANNUITIES

The voluntary system of old-age annuities we su est as a supple-
ment to the compulsory plan contemplates that the Government shall
sell to individuals, on a cost basis, deferred life annuities similar to
those issued by commercial insurance companies; that is, in considera-
tion of prenuums paid at specified ages, the Government would
guarantee the purchasers a definite amount of income, starting at
65, for example, and continuing throughout the lifetime of the an-
nuitant., The primary purpose of the plan is to offer persons not
included within the compulsory system a systematic and safe method
of providing for their old age. It could also be used by insured per-
sons as a means of supplementing the 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 flowing principles, could be de-
veloped without great difficulty:

1. The plan should be self-supporting, and premiums and benefits
should be kept in actuarial balne by any necessary revision of the
rates which periodic examinations of the experience would indicate.

2. The terms of the plan should be kept as simple as practicable
in the interest of economical administration and to minimize mis-
understanding on the part of individuals utilizing these arrangements.
This could be accomplished by limiting the types of annuity offered
to two or three of the most iniportant standard forms.

3. The plan should be designed primarily for the same economic
groups as those covered by compulsory system; hence, provision
should be made for the acceptance of relatively small premiums (as
little as $1 per month) and the maximum annuity payable to any m-
dividual should be limited to the actuarial equivalent of $50 per month.

4. The plan should be administered by the social insurance board
along with the compulsory old-age-insurance system, but as a sep-
arate undertaking.
5. The social insurance board should study the feasibility of Gov-

ernment contribution toward the annuities of people now middle aged
or older with income of $2,500 per year or less.who come under this
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voluntary plan, comparable to the unearned part of the annuities
which wIll be paid by the Government to people of middle age or
older who are brought under the compulsory system. This is ut a
fair deal to farm owners and tenants, self.employed persons and other
people of small incomes whose economic situation may be not one
whit better than that of many workers covered by the compulsory
system. Further study will be necessary, however, before a practical
method of accomplishing this purpose can be suggested, one which
will avoid the danger of benefiting those persons who need assistance
least.

SECURITY FOR CHILDREN

It must. not for a moment be forgotten that the core of any social
plan must be the child. Every proposition we make must adhere to
this core. Old-age pensions are in a real sense measures in behalf of
children. They shift the retroactive burdens to shoulders which can
bear them with less human cost, and young parents thus released can
put at the disposal of the new member of society those family resources
he must be permitted to enjoy if he is to become a strong person,
unburdensome to the State. Health measures that protect his family
from sickness and remove the menacing apprehension of debt, always
present in the mind of the breadwinner, are child-welfare measures.
Likewise, unemployment compensation is a measure in behalf of
children in that it protects the home. Most important of all, public
lob assurance which can hold the family together over long or repet-
ive periods of private unemployment is a measure for children in
that it assures them a childhood rather than the premature strains
of the would-be child breadwinner.

There are at the moment over 7,400,000 children under 16 years of
age on the relief rolls. The lives of some of these children, who have
never known a time when their father had a steady job, and who,
until Federal relief provided the family with a weak cohesive agent
have known nothing but the threat of being scattered, are lost be ond
full restoration to their physical and social fulfillment. Their cEild-
hood is already destroyed and their future dark and uncertain. In
this age group are 300,000 dependent and neglected children; 300,000
to 500,000 children who are physically handicapped; 200,000 who
come as delinquents annually before the courts; and the '75,000
illegitimate children born each year. Special kinds of care must be
provided for them to save them from a future more tragic than their
impaired childhood.

Most of the children on relief lists are less conspicuously unfortu-
nate, but all of them lack at least one major essential for a childhood
which will prepare them in 5, 10 or 18 years to be the mainstay of
society. Nothing is ong with their environment but their parents'
lack of money to give them opportunities which are taken for granted
in more fortunate homes.

AID TO FATHERLESS CHILDREN

Among these children most especial attention must be given to the
children deprived of a father's support usually designated as the
objects of mothers' aid or mothers' pension laws, of whom there are
now abbve 700,000 on relief lists. 'Ihe'very phrases "mothers' aid"
and "mohers/pensions" place an 3mphasis equivalent to miscon-

116807------85
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struction of the intention of these laws. These are not primarily
aids to mothers but defense measures for children. They are designed
to release from the wage-earning role the person whose natural func-
tion is to give her children the physical and affectionate guardianship
necessary, not alone to keep them from falling into social misfortune,
but more affirmatively to rear them into citizens capable of contrib-
uting to society.

Legislation for "mothers' pensions" has been in operation in this
courttry for more than 20 years. Such laws exist in 45 States. Yet
less than one-third the number of similar families on relief are now
actually receiving mothers' pensions. The cost of these pensions is
$37,200,000 a year; $6 000,000 of this comes from State government;
local units supply the balance. Less than one-half of the local units
authorized to grant mothers' aid are actually doing so. Many others
are granting amounts insufficient to defend the children involved.
Part of this situation is due to indifference, but in part it is due to the
poverty of many local governmental units and to the fact that the
Federal Government has been paying the major costs when father-
less families are placed on relief, whereas it makes no contribution to
mothers' aid.

When the Federal Government terminates Fe'eral relief the situ-
ation will become immeasurably worse. Neitt 1he return of pros-
perity nor any of the measures suggested in tl 5 ,port will meet the
problem. Mothers' pensions will only partially and inadequately do
so as long as the cost falls almost entirely on Io 3al governmental units.
To meet the situation effectually increased State appropriations and
Federal grants-in-aid are essential.

Such Federal grants-in-aid are a new departure, but it is imperative
to give them if the mothers'-care method of rearing fatherless families
is to become nationally operative. The amount of money required is
less than the amount now given to families of this character by the
Federal Government by the less desirable route of emergency relief.
An initial appropriation of approximately $25,000,000 per year is
believed to be sufficient. If the principle is adopted of making grants
equal to one-half of the State and local expenditures (one-third the
total cost), with special assistance to States temporarily incapacitated,
this sum might in time rise to a possible $50,000,000. Federal grants
should be made conditional on passage and enforcement of mandatory
State laws and on the submission of approved plans assuring minimum
standards in investigation, amounts of grants and administration.
After a specified date State financial participation should be insisted
upon. This might take the form either of equalization grants to local
units or of per-capita grants, as the several States may prefer.

CHILD CARE BERVIOES

Local services for the protection and care of dependent and physi-
cally and mentally handicapped children are generally available in
large urban centers, but in less populous areas they are extremely
limited or even nonexistent. 0-e-fourth of the States, only have
made provisions on a State-wide basis for county child-welfare boards
or similar agencies, and in many of these States the services are still
inadequate. With the further depletion of resources during the de-
pression there has been much suffering among many children because
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the services they need have been curtailed or even stopped. To
counteract this tendency and to stimulate action toward the estab-
lishment of adequate State or local child welfare services, a small
Federal grant-in-aid, we believe, would be very effective.

CHILD AND MATERNAL HEALTH SERVICES

The fact that the maternal mortality rate in this country is much
higher than that of nearly all other progressive countries suggests the
great need for Federal participation in a Nation-wide maternal and
child-health program. From 1922 to 1929 all but three States partici-
pated in the successful operation of such a program. Federal funds
were then withdrawn and as a consequence State appropriations were
materially reduced. Twenty-three States now either have no special
funds for maternal and child health or appropriate for this purpose
$10,000 or less. In the meantime, the need has become increasingly
acute.

Crippled children and those suffering from chronic diseases such as
heart disease and tuberculosis constitute a regiment of whose needs
the country became acutely conscious only after the now abandoned
child- and maternal-health program was inaugurated. In more than
half the States some State and local funds are now being devoted to
the care of crippled children. This care includes diagnostic clinics,
ho,-pitaljzation, and convalescent treatment. But in nearly half the
States. nothing at all is now being done for these children and in many
the appropriations are so small as to take care of a negligible number
of children. Since hundreds of thousands of children need this care,
the situation is not only tragic but dangerous.

We recommend that the Federal Government, through the agency of
the Children's Bureau, should again assume leadership in a Nation-
wide child and maternal health program. Such a program should
provide for an extension of maternal and child health services, especi-
ally in rural areas. It should include (a) education of parents and
professional groups in maternal and child care; supervision of the

health of expectant mothers, infants, preschool and school children,
and children-loaving school for work, (b) provision for transportation
hospitalization, and convalescent care of crippled children in areas of
less than 100,000 population. This program should be developed in
the States under the leadership of the State departments of health in
cooperation with medical and public welfare agencies and groups
concerned with these problems. Federal participation is vital to its
success. It should take the form of both grants-in-aid, and of con-
sultative, educational, and promotional work by the Children's
Bureau in cooperation with the State health departments.

The appropriation suggested by our Advisory Committee on
Security for Children of $7,000,000 per rear is large in proportion to
the $41,139 now appropriated to the Children's Bureau for child and
maternal health work. But its cost is small when it is compared with
the expenditures for many purposes having far less direct relation to
human welfare. Whether the precise ainount suggested should be
appropriated is a matter for the determination of other agencies.
But we cannot too strongly recommend that the Federal Government
again recognize its obligation to participate in a Nation-wide program
saving the children from the forces of att:itiou rnd decay which the
depression turned upon them above all orl:r-F.

1341



ECONOMIC SECURITY ACT •

RISKS ARISING OUT OF ILL HEALTH

Illness is one of the major causes of economic insecurity which
threatens people of small means in good times as in bad. In normal
times from one-third to one-half of all dependency can be traced to the
economic effects of illness. The money loss caused by sickness in
families with less than $2 500 of income per year has been estimated
at a total of $2,400,000,060 per annum, of which $900 000,000 repre-
sents wage loss and $1,500 000,000 the expenses of medical care.

The seriousness of this hazard, however, lies less in the total loss
involved than in its unequal distribution. Nearly half of all people
suffer no illness during a normal year, but 7 percent have three or
more illnesses and nearly 15 percent have illnesses that disable them
for more than a week. Studies of the actual expenditures for medical
care in a large number of urban families with incomes ranging from
$1,200 to $2,000 per year, relating to the years 1028 to 1931 disclosed
that of each 1000 families, 218 had medical bill in excess of $100 and
80 in excess of$200; among the 80 16 had medical costs rangng from
$400, to $700, and four, sickness tills amounting to more than one-
half of their incomes.

The figures cited explain why many millions of American families
live in dread of sickness. Families with small incomes are compelled
to sacrifice other essentials of decent living when serious illness strikes
some member, go without needed medical care, or depend upon the
gratuitous or near gratuitous services of doctors and hospitals. A
mere statement of this situation is sufficient to show that it is both
unfair to the medical profession and very costly to the public.

PUBLIC-1IEALTH SERVICES

As stated by the medicd advisory board of this committee, in a
brief progress report recently filed:

A logical step in dealing with the risks and losses of sickness is to begin by
preventing sickness so far as Is pomible.

Mtch progress has boon made in this respect, yet the fact remains
that despite great advances in medicine andpublic-health protection,
millions of our people are suffering from diseases and thousands die
annually from causes that ar preventable. The morality of adults
of middle and older ages has not been appreciably diminished.
With the changing age composition of our population the task of
health conservation must be broadened to include adults as well as
children. Even minimum public-health facilities and services do not
now exist in many large areas. Of 3,000 counties, only 528 have
full-time health supervision and only 21 percent of the local health
departments were rated in 1033 as having developed a personnel and
service providing a satisfactory minimum for the population and the
exist g problems.

Evidence is accumulating that the health of a large proportion of
the population is being affected unfavorably by the depression. The
rate of disabling sickness in 1933 among families which had suffered
the most severe decline in income during the period 1929 to 1932 was
50 percent higher than the rate in families whose incomes were not
reduced. For the first time in many decades, the death rate in our
large cities is higher this year than it was last year despite the ab-
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sence of any serious epidemics. In the face of these evidences of
increased need, local appropriations for public health have been de-
creased on the average by 20 percent since 1930. The average per
capita expenditures from tax funds for public health in 77 cities in
1934 were 58 cents as contrasted with 71 dents in 1931. It is not
too much to say that in many parts of the country the men and
women in public-health work are very discouraged.

In this situation there is great need for a Nation-wide program for
the extension of preventive public-health services. As was well stated
by the medical advisory board:

At the present time appropriations for public-health work are insufficient in
in many communities, whereas a fuller application of modern preventive medicine,
made possible by larger public appropriations, would not only relieve such
suffering but would also prove an actual financial economy. Federal funds
expended through the several States, in association with their own State and
local public-health expenditures, are, in our opinion, necessary to accomplish
these purposes and we recommend that substantial grants be made.

In accord with these principles and following the specific suggestions
of the advisory committee on public health, we recommend: (1) grants.-
in-aid to local areas unable to finance public-health programs with
State and local resources, to be allocated through State departments
of health; (2) direct aid to States in the development of State health
services and the training of personnel for State and local health work;
(3) additional personnel within the United States Public Health
Service for the investigation of disease and sanitary problems which
are of interstate or national interest and the detailing of personnel to
other Federal bureaus and to States and localities. The advisory
committee on public health suggested that in order to carry out these
policies the total appropriation to the Public Health Service be in-
creased to $10,000,000 per year, in contrast with $5,000,000-4 cents
per capita-now spent by the Federal Government in all its depart-
ments for human health services. The advisory committee also
reported that the needs of the county are considerably in excess of
the additional expenditures sugsted but expressed the view that
a larger amount cannot be efficiently spent until necessary additional
personnel has been trained and further tests of practical procedures
have been made through which certain diseases can be more effectively
controlled. It is not within our province to say whether the precise
amount suggested should be appropriated but we strongly endorse
the recommendation for increased Fed eral participation in the pre-
vention of ill health.

It has long been recognized that the Federal, State, and local
governments all have responsibilities for the protection of all of the
ppulation against disease. Tlie Federal Government has recognized
its responsibility in this respect in the public-health activities of several
of its departments. There also are well-established precedents for
Federal aid for State health administration and for local public facili-
ties, and for the loan of technical personnel to States aud localities.
What we recommend involves no departure from previous practices
but an extension of policies that have long been followed and are of
proven worth. WThat is contemplated is a Nation-wido public-health
program, financially and technically aided by the Federal Govern-
ment but supported and administered by the State and local health
departments.
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HEALTH INSURANCE

The development of more adequate public-health services is the
first and the most inexpensive step in furnishing economic security
against illness. There remains the problem of enabling self-support-
ing families of small and moderate means to budget against the loss
o1 wagcs on account of illness and against the costs of medical serv-
ices needed by their members. The nature of this problem and the
nature of the risks which it involves calls for an application of the
insurance principle to replace the variable and uncertain costs for
individuals by the fixed and predictable costs for large groups of
individuals.

Insurance against the costs of sickness is neither new nor novel.
In the United States we have had a long experience with sickness
insurance both on a nonprofit and commercial basis. Both forms have
been inadequate in respect to the protection they furnish, and the
latter-commercial insurance--has in addition been too expensive for
pople of Qmall means. Voluntary insurance holds no promise of

eing much more effective in the near future than it has been in the
past. Our only form of compulsory insurance has been that which is
provided against industrial accidents and occupational diseases under
the workmen's compensation laws. In contrast, other countries of
the world have had experience with compulsory health or sickness
insurance applied to over a hundred million persons and running over
a period of more than 50 years. Nearly every large and industrial
country of the world except the United States has applied the principle
of insurance to the economic risks of illness.

The committee's staff has made an extensive review of insurance
against the risks of illness, including the experience which has accumu-
lated in the United States and in other countries of the world. Based
upon these studies the staff has prepared a tentative plan of insurance
believed adequate for the needs of American citizens with small means
and appropriate to existing conditions in the United States. From
the very outset, however, our committee and its staff have recognized
that the successful operation of any such plan will depend in large
measure upon the provision of sound relations between the insured
population and the professional practitioners or institutions furnish-
in medical services under the insurance plan. We have accordingly
submitted this tentative plan to our several professional advisory
groups organized for this purpose. These advisory groups have re.
quested an extension of time for the further consideration of these
tentative proposals, and such" an extension has been granted until
March 1, 1935. In addition, arrangements have been effected for
close cooperative study between the committee's technical staff and
the technical experts of the American Medical Association.

Until the results of these further studies are available, we cannot
present a specific plan of health insurance. It scents desirable, how-
ever, to advise the professions concerned and the general public of
the main lines along which the studies are proceeding. These may
be indicated by the following broad principles and general observa-
tions which appear to be fundamental to the design of a sound plan
of health insurance.

1. The fundamental goals of health insurance are: (a) The pro-
vision of adequate health and medical services to the insured popu-
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lation and their families; (b) the development of a system whereby
people are enabled to budget the costs of wage-loss and of medical
costs; (c) the assurance of reasonably adequate remuneration to
medical practitioners and institutions; (d) the development under
professional auspices of new incentives for improvement in the quality
of medical services.

2. In the administration of the services the medical professions
should be accorded responsibility for the control of professional
personnel and procedures and for the maintenance and improvement
of the quality of service; practitioners should have broad freedom
to engage in insurance practice, to accept or reject patients, and to
choose the procedure of remuneration for their services; insured
persons should have freedom to choose their physicians and institu-
tions; and the insurance plan shall recognize the continuance of the
private practice of medicine and of the allied professions.

3. Health insurance should exclude commercial or other inter-
mediary agents between the insured population and the professional
agencies which serve them.

4. The insurance benefits must be considered in two broad classes:
(a) Cash payments in partial replacement of wage loss due to sick-
ness and for maternity cases; and (b) health and medical services.

5. The administration of cash payments should be designed along
the same general lines as for unemployment insurance and, so far as
may, be practical, should be linked with the administration of un-
emp oyment benefits.

6. The administration of health and medical services should be
designed on a State-wide basis, under a Federal law of a permissive
character. The administrative provisions should be adapted to agri-
cultural and sparsely settled areas as well as to industrial sections,
through the use of alternative procedures in raising the funds and
furnishing the services.

7. The costs of cash payments to serve in partial replacement ot
wage loss are estimated as from I to 1% percent of pay roll.

8. The costs of health and medical services, under health insurance,
for the employed population with family earnings up to $3,000 a
year, is not primarily a problem of finding new funds, but of budgeting
present expenditures so that each family or worker carries an average
iisk rather than an uncertain risk. The population to be covered
is accustomed to expend, on the average, about 44 percent of its in.
come for medical care.

9. Existing health and medical services provided by public funds
for certain diseases or for entire populations should be correlated
with the services required under the contributory plan of health
insurance.

10. IAalth and mnedicnl services for persons without income, now
mainly provided by public funds, could bo absorbed into a contribu-
tory insurance system through the payment by relief or other public
agencies of adjusted contributions for these classes.

11. The role of the Federal Government is conceived to be princi-
pally (a) to establish minimum standards for health-insurance prac-
tice; and (b) to provide subsidies, grants, or other financial aids or
incentives to States which undertake the development of health-
insurance systems which meet the Federal standards.
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RESIDUAL RELIEF

Unemployment has become an agglomeration of many problems.
In the measures here proposed, we are attempting to segregate and
provide for distinguishable groups in practical ways.

One of these large groups is often referred to as the "unemploy-
able@." This is a vague term, the exact meaning of which varies
with the person making the classification. Employability is a matter
of dgre; it involves not merely willingness and ability to work but
also tie capacity to secure and hold a job suited to the individual.
Relatively few people regard themselves as unemployables, and, out-
side of the oldest age groups, the sick and the widowed and deserted
mothers, most adults would, in highly prosperous times, have someemployment.The fact remains that even before the depression there were large

numbers of people who worked only intermittently, who might be
described as being on the verge of unemployability-many of them
practically dependent on private or public charity. These people
are now all on relief lists, plus many others who, before the depression
were steady workers but who have now been unemployed so long that
they are considered substandard from the point of view of employ-
ability.

There are also large numbers of young people who have not worked
or have worked but little in private employment since they left school,
primarily because they came into the industrial group during the
years of depression. Then there are the physically handicapped,
among whom unemployment has been particularly severe. In-
cluded on the relief lists also are an estimated total of 100,000 families
in "stranded industrial communities", where they have little likeli-
hood of ever again having steady employment. There are 300,000
impoverished farm families whose entire background is rural and
whose best chance of again becoming self-supporting lies on the farm.
Policies which we believe well calculated to rehabilitate many of
these groups are now being pursued by the Government. These
clearly need to be carried through and will require considerable time
for fruition. This is especially true of the program for rural rehabil-
itation and the special work and educational programs for the unem-
ployed young people. There are other serious problems, among
them those of populations attached to declining overmanned indus-
tries. Only through the active participation of the Federal Govern-
ment can these problems be solved and the many hundreds of thou-
sands of individuals involved be salvaged.

As for the genuine unemployables, or near unemployables, we
believe the sound policy is to return the responsibility for their care
and guidance to the States. In making this recommendation we
are not unmindful of the fact that the States differ greatly as regards
wealth and income. We recognize that it would impose an impossible
financial burden on many State and local governments if they were
forced to assume the entire present relief costs. That, however, is
not what we propose. We suggest that the Federal Government shall
assume primary responsibility for providing work for those able and
willing to work; also, that it aid the States in giving pensions to the
dependent aged and to families without breadwinners. We, likewise,
contemplate the continued interest of the Federal Government for a
considerable time to come in rural rehabilitation and other special
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problems beyond the capacity of any single State. With the Federal
Government carrying so much of the burden for pure unemployment,
the State and local governments we believe should resume responsi-
bility for relief. The families that have always been partially or wholly
dependent on others for support can best be assisted through the tried
procedures of social case work with its individualized treatment.

We are anxious, however, that the people who will continue to
need relief shall be given humane and intelligent care. Under the
stimulus of Federal grants, the administration of relief has been
modernized throughout the country. In this worst depression of all
time, human suffering has been alleviated much more adequately
than ever before. It is not too much to say that this is the only great
depression in which a majority of the people in need have really
received relief. It would be tragic if these gains were to be lost.

There is some danger that this may occur. While the standards of
relief and administration have been so greatly improved in these
last verrs of stress and strain, the old poor laws remain on the statute
books cf nearly all States. WN'hen relief is turned back to the States
it should be administered on a much higher plane than that of the old
poor laws.

The States should substitute modernized public assistance laws for
the ancient outmoded poor laws. They should replace uncentralized
poor law administrations with unified, efficient State and local public
welfare departments such as already exist in sone States and for
which all States have a nucleus in their State Emergency Relief
Administrations. The Federal Government should insist as a condi-
tion of nny grants-in-aid that standard relief practice shall be used
9nd that the States who receive Federal moneg.; preserve the ,,ins
that have been made in the care and treatment of the "unemplny-
ables." Informed public opinion can also do much and we rely upon
it to thus safeguard the welfare ot these unfortunate human beings
and fellow citizens.

ADMINISTRATION

The Federal Government has long had important functions in rela-
tion to social welfare. In the depression these activities have grown
apace, particularly in connection with relief. For some time the
Government has had the major responsibility for the assistance to
above one-sixth of the entire population of the country. .Hereafter,

the Federal Government will still have large and continuing respon-
sibility for many parts of the heretofore undifferentiated relief prob-
lem and some of our recommendations contemplate expansion in
Federal social welfare activities.

The importance which the social welfare activities of the Federal
Government have assumed is such that they should clearly all be
administratively coordinated and related. The detailed working out
of such coordination does not fall within the scope of this committee
but we deem it important to direct attention to the desirability ol
early action in this matter

ACCIDENT COMPENSATION

Industrial accidents were the first of the major hazards of the
modern economic systemn against which safeguards were provided in
this country. These are represented on the one hand by safety laws
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and orders and the voluntary efforts of employers to reduce accidents,
and on the other, by the workmen's accident compensation laws now
in force in all but four States.

These safeguards have, on the whole worked quite beneficially, but
we still have far too many industrial accidents, and the accident-
compensation laws are sadly lacking in uniformity and many of them
are very inadequate. In view of the start we have made, substitution
of the continental European form of contributory accident insurance
for ouk noncontributory accident compensation laws, nationalization
of accident compensation, or any other fundamental change is un-
warranted. There should be no complacency, however, regarding
either the progress we have made toward the prevention of industrial
accidents or the adequacy of our compensation laws.

In outlining a long-time program for economic security, we make
the following recommendations looking toward more adequately
meeting the hazard of industrial accidents:

(1) The Department of Labor should further extend its services in
promoting uniformity and raising the standards both of the safety
laws and the accident-compensation laws of the several States and
their administration.

(2) The four States which do not now have accident-compensation
laws are urged to enact such laws, and passage of accident-compensa-
tion acts for railroad employees and maritime workers is recommended.

EMPLOYMENT SERVICE

Great progress has been made in the last 18 months in the develop-
ment of a more efficient employment service in this country. The
National Reemployment Service, set Up to facilitate enrolling labor
for public works projects, has been extended into every State. Under
the Wagner-Peyser Act, cooperative arrangements have been devel-
oped in the majority of the leading industrial States for the joint
conduct of employment offices connected with the United States
Employment Service. Through insistence upon a merit basis for-
selection, an efficient personnel is being developed within the employ-
ment service.

The Employment Service, however, will have to be still further
expanded and improved if the measures for economic security we
have sugested are to be put into efficient operation. It is through
the employment offices that the unemployment compensation bene-
fits and also the old-age annuities are to be paid. These offices must
function as efficient placement agencies if the "willingness to work"
test of eligibility for benefits in unemployment compensation is to
be made effective. They now function to select the employees on
public works projects and should have a similar relation to aLy
expanded public-employment program. Above all the employment
offices should strive to become genuine clearing houses for all labor,at which all unemployed workers will be registered and to which
employers will naturally turn when seeking employees.

To perform these important functions, a Nation-wide system of
employment offices is vital. The nucleus for such a system exists in
theUnited States Employment Service and the National Reemploy-
ment Service, which have always been combined "at headquarters"
and are now being consolidated in States where both have existed.
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No fundamental change in the relation of the Federal and State
governments to the employment offices is deemed necessary, but some
amendment of the Wagner-Peyser Act is needed to enable the employ.
ment offices to perform all the functions our program contemplates.
The larger funds required will come from the portion of the Federal
pay-roll tax retained for administrative purposes.

Closely related to the development of a more efficient employment
service is the Federal regulation of private employment agencies doing
an interstate business. The interstate business of such private
agencies cannot be regulated by the States, and, for the protection
no less of the reputable agencies than of the workers, should be strictly
regulated by the Federal Government.

EDUCATIONAL AND REHABILITATION SERVICES

Education, training, and vocational guidance are of major impor-
tance in obtaining economic. security for the individual and the Nation.
And we have at various points in ihis report made brief references to
the importance of vocational guidance and training in the readjust-
ments which are necessary in a coordinated attack on the problem of
individual economic security. We here wish to further emphasize
that the educational and vocational equipment of individuals is a
mijor factor in their economic security.

At this time it is travicallv evident that education and training are
not a guarantee against dependency and destitution. Yet there is no
reason for losing faith in our democratic system of education; the exist-
ing situation merely has brought into bolA relief the fact that education
to fulfill its purposes must ha related much more than it has been to
the economic needs of individuals. It has become apparent particu-
larly that education cannot be regarded as completed upon leaving
school. It has brought out poignantly the difference between school-
ing and education. In a day and age of rapidly changing techniques
and market demands, many people will find it necessary to make
readjustments long alter they have first entered industry. Adiust-
ment of our educational content and technique to this situation is a
vital need in a long-range program for economic security.

In the years immediately ahead when there is certain to be a large
problem in the economic rehabilitation of so many individuals, there
is a peculiar need for educational and training programs which will
help these worst victims of the depression to regain self-respect and
sef-support. While men have so much taisure time, those who can
profit from further education and training should be afforded an oppor-
tunity to make such use of their leisure. Particularly for the young
workers and those who have little hope of returning t6 their old occu-
pations, the need for educational and vocational training and retraining
programs i6 clearly indicated.

Education has been regarded in this country as a responsibility of
the State and local governments and should remain so. In the joint
attack on economic security which we suggest Federal participation,
however, is most desirable. To a considoratle extent the Fedtral
Government is already participating in this endeavor and we believe
that it should continue to do so, if possible, on an extended scale.

What to do with regard to the army of unemployed youths con.
tinues to be one of the gravest problems of thii Nation. Obviously
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what the great majority need is a chance to work at some job, a chance
to develop skills and techniques. In any program of employment
they must be given their fair share of available jobs. For many,
however, a training program would be of great benefit. This can be
developed satisfactorily only with the assistance of the Federal Gov-
ernment. The local school facilities are not able to take cire of their
normal tasks, and find it impossible to develop need ed vocational
training prorams at all commensurate with this problem.

At tlis point, we desire to call special attention to the importance
of special programs for the physically' handicapped, of whom there
are many millions in this country. Since thepassage in 1920 of the
Federal Vocational Rehabilitation Act, the Government has been
assisting the States in a service of individual preparation for and
placement in employment of persons vocationally handicapped
through industrial or public accident, disease, or congenital causes.

Forty-five States are now participating in this program and
since it was launched approximately 68,000 permanently disabled
persons have benefited from this service. The work done has shcwn
gratifying annual increases, even in the depression, but is still small
in comparison with the need. The desirability of continuing this
program and correlating it with existing and contemplated services
to workers in the general program of economic security we believe to
be most evident.

OTHER MEASURES FOR ECONOMIC SECURITY

We have expressed our views upon many different measures and
policies which we deem essential in a program to protect individuals
against the many hazards which lead to destitution and dependency,
but we have by no means exhausted the subject. We have dealt
with the hazards which afflict the largest numbers-unemployment
old age, ill health, premature loss of the family breadwinner, industrial
accidents, lack of training-but we have not dealt with other hazards
equally serious for some individuals, such as invalidity, nonindustrial
accidents, and other afflictions.

Parts of the program wo suggest apply to practically the entire
population, particularly the grants-in-aid to the noncontributory
old-age pensions, the expansion of preventive public-health services,
the aid to mothers' pensions, the maternal and child-health services
for rural areas the services for crippled children, the expansion of the
Employment Service, and the policy of employment assurance. Two
of the major measures suggested-old-age insurance and unemploy-
ment compensation-have more limited application. The former will
apply to all employed persons, but will not include in its compul-
sory provisions proprietors tenants, or the self-employed. Unem-
ployment compensation will have slightly narrower scope, excluding
those in small establishments.

Agricultural workers, domestic servants, home workers, and the
many self-employed people constitute large groups in the population
who have generally received little attention. In these groups are
many who are at the very bottom of the economic scale. We believe
that more attention will have to be given to these groups than they
have received heretofore. We cannot be satisfied that we have a
reasonably complete program for economic security unless some
degree of protection is given these groups now generally neglected.
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While in the short space of a few months we have made a quite
comprehensive survey of the entire problem of economic security for
the individualp much further thought needs to be given to many
aspects of this problem.

Study of the suggested problems not dealt with in this report and
still other aspects of a comprehensive economic-secuity program
belong logically among the duties of the Social Insurance Board, if
one is established. So do problems of extending the coverage of
unemployment compensation and old-age insurance, and the task of
correlating the experience gained under these nieasures to make them
better instruments for the accomplishment of the purposes for which
they are designed. CONCLUSION

The program for economic security we suggest follows no single
pattern. It is broader than social insurance and does not attempt
merely to copy European methods. In placing primary emphasis on
employment rather than unemployment compensation, we differ
fundamentally from those who see social insurance as an all-sufficient
program for economic security. We recommend wide application of
the principles of social insurance, but not without deviation from
European models. Where other measures seemed more appropriate
to our background or present situation, we have not hesitated to
recommend them in preference to the European practices. In doing
so we have recommended the measures at this time which seemed best
calculated under our American conditions to protect individuals in
the years immediately ahead from hazards which plunge them into
destitution and dependency. This, we believe, is in accord with the
method of attaining the definite goal of the Government-s6cial
justice-which was outlined in the message of January 4, 1935.
'We seek it through tested liberal traditions, through processes which

retain all of the deep essentials of that republican form of govern.
meant first given to a troubled world by the United States."

We realize that these measures we recommend will not give com-
plete economic security. As outlined in the messages of June 8,
1934, and January 4, 1035, the safeguards to which this report
relates represent but 1 of 3 major aspects of economic security for
men, women, and children. Nor do we regard this report and our
recommendations as exhaustive of the particular aspect which this
committee has directed to study-"the major hazards and vicissi.
tudes of life." A complete program of economic security "because
of many lost years, will take many future years to fulfill."

The initial steps to bring this program into operation should be
taken now. This program Will involve considerable cost, but this is
small as compared with the enormous cost of insecurity. The
measures we suggest should result, in the long run, in material reduc-
tion in the cost to society of destitution and dependence and, we
believe, will immediately be helpful in allying those fears which open
the door to unsound proposals. The program will promote social
and industrial stability and will operate to enlarge and make steady
a widely diffused purchasing power upon which depends the high
American standard of living and the internal market for our masisn
production, industry, and agriculture.
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