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PRIVATE PENSION PLANS

Friday, January 17, 18386,
i JOINT HEARINGS

Fefore a
SUBOOMMITTEE OF THE OOMMITTEE ON FINANOE, UNITED STATES
‘ SENATE SR
u | and a¥ ,
SUBCOMMITTEE OF THE'OGMMITTEE ON WAYS AND MEANS,‘ﬁOUSE

OF REPRESENTATIVES.

The hearine was called to order by Senator William H,
Kine (Chairman) at 10:15 a.m.ypthe Senate Finance Committee

room,

Presant: Senators King (Ohairman), George, 01ark,nﬁﬁgil§tte,

Keyes; Representatives Dourhton, Cullen, Treﬁdway, and
Bacharaoh, g A

The Chairman: The conmittee will come to'ordér. Are
von ready to proceed, Mr, Eliot, |

Mr, Leonard Calhoun: Senator, unfortunately Mr; Eliot
is 111 and could not s here. He asked if I would speak‘
*or him,

The Ohairman: As I recall, the committee when it met

chareed the experts to make an examination and then report

E* back to us what their oonclusions ware witqkzgepeotjtp thg‘j
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faasibility of the Olark amendment, the workability of 1t. i
Have the experts during the interim examined into thie mattar
and have thev anv ﬁﬁpvort to submit? |

Mr, Oalhoun: Senator King, the situation with re-
spect to factual data thgt we were to get is that that data
has not vet baen obtained. Mr, Weaver and Mr. Towers, of
Towero, Perrin, Forster & Orosby, were to contact various
people with privata annuity plans and tell us what could be
done and what could not be done; in other words, how far
thev could travel alonz linee of reserves and what they”wanted
to do about transferring employees, and ona thing and anotheri
11ke that. 1 have a letter from Mr., Weaver. | :

Mr. Treadwav: *i11 vou identify Mr., Weaver?

Mr. Calhoun! Mr. Weaver is with the firm of Towers, %
Perrin, Forster & Crosby, |

Mr. Treadway: That is that Philadelphia szentleman that .

}
was here so much last summer?

Mr. Oalhoun: Yes sir. On December 9 I wrote him, which .
was about: the third letter we had had, thanking him for his
latter of December 6th, 1n»wh10h he said they had not'boen . i
able to obtain all the factual data that thev needed, and I

aaked him:

"Por guidance in tentative drafting, I should ereatly

appreciate any exypression you mieht care to make at this time

as to}
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%1, Whethar private pension systems as a condition of
approval should be required to maintain reserves, and if so,
should Bthe basis of reserves be a singla premium or some
other basis?"

And asked him further whether "reserves should be ac-
tuarially suffcient to pay benefits promised under the pri-
vate plan, the Fedaral benafits, or, if neither, on what
bases reserses should be required?"

I asﬁed him whether or not, "with respect to persons

who were’ ineligible for benefits but whn mieght bacome

eligible, reserves in the meantime should be on the assumption

that they would become eligible, or, 1f not, on what kind
of assumption" that they thouwht they ought to be built,

I asked him further whether minimu; benefits -

Mr. Treadway: (Interposing) Pardon me for interrupt-
ine, Mr. OChairman., Would it not be better if the witness
wovld insert his letter and the reply, rather than comment
on it as he gzoes along, and make it a part of the record? I
see we have a reporter here, and it seeme as though the
letters would be valuable to have part of the rscord, rather
than comments as he partially reads them. |

The Ohairman: Soma of .18 mav fael like those nquestions
propounded to Mr. Weaver and his reply may be helpful to us

now in consideration.of the matter. There is no objection

to them going into the record.
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(Mr. Oalhoun's letter to Mr. Forster, and Mr. Forster's

reply thereto appear in full as follows:)




v |
Mr. Calhoun: I will read the last paragraph and ax-

plain the othars, {

"Should a person who transnfers from an employer's pf1~‘ §
vate eystem thoreafter be entitled only to a Federal annuity,
and 1f so when should some amount be paid the Federal 0ld-
Age Reserve \ccount, by whom, and on what basis of ocalou-
lation? ' ; ;

"Those of us instructed to proceed toward tentative ;
drafting woul”d ¢reatly appreciate your thoushts in the prem-
ises, since any draft must of necessity bes based on aomé oon-
clusion with respect to these provlems,'

The answer to that letter is:

"I have sent covies of vour letter of Deocember 9th to
the eroup which were consulting with you in the summer, and
hope before long to rive you the consensus of their opinion.,"

That was dated December 18.

Wa have not yet been able to obtaln the faotual daté in
general, nor we\have had apecific answer with respeot to
this matter of reserves, We are ooﬁing before you, oon-
sequently, vithout being able to tell you that, while this
thing might ve advisable, it cannot be done with respect to
a different sltuation. We do not know, for instance, whether§
or not 1t would true ennouragaement for rrivafe pansion plans,ﬁ

1f there were a requirement that these pension »plans-: should

have to set up reserves to pay benefits as n#gnad. It mieht
N
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be that those requirements wouid be 8o stiff that privatas
pensioh plans ocould not meet them.

Thara are many othar simiiar situatione, one is a sit-
vation with respect to transfer of reserves. I have hoard'
informally that a great manv insurance oompanies would
protably be unwillineg to write a rolioy if a plan micht ter-

minate at any time and if they would be required to pay over

we have one situation. If they are unwilling or unable to
do that, then the matter would have to be taken cars of by
a diffearent type of drafting.

Mr. Eliot and myself prepared what you might term a
questionnaire with raeevradt fn policy. VNeither one of us is
an insurance expert. Ve asked Mr. Latimer to look over it

tosee that we did not go too far afield or have the wrong

" huge sums to the Government. If they are willing to do that, 

e tin e e e e e

inferences as to wnether or not thege were imvortant matters !

of policy; for instance, »ith respect to resgerves, Tha
nemnrands that we have submitted 18 more or lees axtensive.
It {8 about twentv-four pages. P
this

The Chairman: Pardon me - is /¥ the memoranda?

¥r, Oalhoun: Yes eir, that that has been handed around,
Tnie memoranda does not attempt to #ive any solution as to
vhat rolicisa the committee should follow. Wa certainly did
not feal in any rosition to try to adviese the committes as

to what policy thev should follow, but we tried to spsll out
B
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briefly esome affeots tﬁat we thought would rasult from var-
lous policies whioh might be chosen oy the committes.

The main things that we are interssted in are infor-
mation as to standards, both as to kinds of private pension
gystems and amounts of benefits that would be paid, and oer-
tainty of venefit payments.

%e are aleo askine what the podicy should be with re-
spect to the mathod and extent of Federal ancovrarement of
private pension systems, what the poliocy should be for pro-
viding for aemployees who shift from a private pengion sys-
tem to the Faderal systsm, or vice.versa. N

Mr. Dourhton: Right there: You say von are asking

these questione., Nf whom are you asking them?

Mr. Oalhoun: We are asking the committes to tell us

what policy they determine with respact to these standards.

Mr. Dourhton: How can we know whay policies to Aeter-~
mine until we have some recommendation from you as a result
of your studies vou were to make dﬁfinz the recess,

Mr, Calhoun: We have, instead of epecific recommenda-
tions, merely atatements‘as to aeffects which would follow
from one policy or the othar.

8enator Olark: That is ambodied in this document here,
Mr. Calhount

Mr. 0§§houn: Yes sir,

Sanator La Follette: 4is I understand it, vou felt that
\-—h.
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P ,unﬁans osrtain queretions of polioy ware determined it was

‘l. A ;1mﬁonaible to proéaed Qtihont drafting a surgested amend-
e ;Jﬁnanf? ;
& { 3 *; s " Wr. Oalhoun: That is right.

N <3 G sanator Ln Follette: And that these questions of

policy wara ra vitallv {mportant that you felt that the

P , :
‘gtaff oonld not zmake thoee decieions, tvhat it would have
N - .
" i R

te e tn»‘%ﬁhgunuibility of the committee?

Onl ot That 18 rieht,
¥

readwav: Mr. Chairman, I want to see if my mem-

o (;7‘ Ny
. ATV APTvAR

'Jtal seourity #5111 was in Coneress for quite some timae,.the

» rirhtly, %e had this matter up when the So-

f“k Twantion of thae Clark amendment.

1? . ¥», Iqlhoun: Yes eir,

;’ NT. Trendway:‘ﬁThere ware those on the oconference ocom-

. . v‘-u*,ae,”that favorsd 4t and others that did not. But if my
%”gﬁfﬁqrf% memory serves me rightly, we left the question open in this
ﬁ “”“wkx\ wav:  Mr, Qiidtsaid,“;wthink at the last oonfearence, that

At the ngfnnt he could not suprest a feasible program under
(hiﬁ\dnidﬁ; Clark amagment c¢onld be included in the law; that
. ( s ‘.

P

P
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2

. our sdjournment and now he could suggest aoﬁethinn, or at

1maat ha wonld studv 1t. He felt that thers was reason to

%o thourht that with proper study during the interim between

congidar the question of whether or not private pension eys—é

\’.h
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tem pensione ehould be allowed to be included in the law,
Now, 8 I gather from what you are tsllihz us and the
11ttle that I have been able to elance at this report;, vou
are not touching on that Aquestion at all as to where we
laft off, Mr, Calhoun, You ware to ba associanted with Mr,

¥

Eliot and otharrexperts, as I undératood it, to see whether
or not you could sugrest a way in whioh private pension
syatams could be included in the law practically. Now you
are not doine that. You are coming in here with a long re-
rort asking us questions, rather than answerinz the ques-
tions that we put to you last summer. Now if I am wrong,
please correct me, but that is my definite reoolleotion‘on
the position we were in when the conference broke up last

summer,

[P

[P

Senator La Follette: T think 1t is fair to eay, how-

ever, that as I recollect Mr. Eliot did state to the com-
mittee that the matter was very oomplicated, and tbat the
further they want in their attempt to Araft eomethinv eaoh
time they had something worked out, thev found upon further
study that thers was some queation of policy involved and it
was upon the basis that it was 8o complicated that we de-
termined finally that it would be 1mpbsaib1e to work out
any kind of an amendment in any reasonable length of time
that the conferees mould hold the matter.

Mr. Treadway: The Senator's recollection and mind are
S
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identinal alon?z that line, and that supplements what Y said,
But I do not think that changes my statement at all as to
where we left Mr, Eliot, to, at our request, find {f there
was something feasible and praotical to find it. Isen't
that correct, Senator? Isn't that your recollection?
Senator La Follette: That is my recolleoction, but ase
I understand it, this report is to indleate that upon the
study of thie question the staff ran into a coreat many quaes-
tions involvine public polioy which the staff did not na-
turally feel {tself qualified to vass on,
The Chairman: Let me asrociatei myself in part with
Mr, Treadway, T agrea with his statemant of what nconrred,
and I am Aigaprointed, I will?iﬁat frankly, at the eugqee—
tion whioh you make, Mr. Calhoun., I ot the idea from our
meatine that you and Mr, Eliot and the experts amploved by
the two committees, as well as such other axperts as you
mieht call in, plus the experts that might be brought in
by those who favor the private pension plan, were to in-
vastigats the whole field and then suggest to us whethsr or
not it was feasible to adopt that system and incorporate it

in the 4ct; and I had supprosed that you would come hare with

racommendationg and wi+h a plan,

Senator Olark: Mr, Chairman, if I may interrupt, I

think that I can clarify the matter by reading the state~

ment that was submitted by the exverts to the confarees,

i

\‘“
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and by me 1naert€§$ in the Record on August 9, 1935, whioh

P

' i
indioated that averything that has basn said hers 1e”obrreot1

that ie, that 1t was expscted that the experts would work
the mattnr out. At the sare time, they speoifically stated
that thera werea ¢ertain nquestions of poliov that thay wounld
have to leave for the determination of ths comrittee, Here
is the last report to the confarwes, which, as I,eay, a8
inserted in the Record by me on dusust 9, when the confer-
ence report was agreed to., This is sipnad by Mr., Woodward,
Mr. ¥liot and Mr. Calhoun,

"The undersigned(together with Messrs, F;;ter, Naaver,
Turner, Latimer and Hamilton)" - whioch I take it repreeants

a crose seotion of every opinion on the subject -

Mr, Calhoun: That 18 right.

Senator Clark: (continuine reading) - "have met daily,

beginning July 27, and have made proeress tovard formmlat-
ing a program which we believe might result in the preger-
vation of private annuity plans, without omntaining the
feature of tax exemption, which was nbiected tn in the
Olark amendment as being unconstitutional and as likely to
ragrlt in financial damare to the Government nld-aeve re-
gerve account,

"%e have gone far enourh to feel reasonably sure that
the davice of making grants to emplovers maintainineg such

vlans 18 a workable one. We do not present a finished

N

¥
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draft at this time. The great number of compliocated ques-

tisna involved has made it impossible for us to completa thei
i

"Wa feel that it 1e fairly likely that we could produoei

task so quiokly.

a draft by Monday, Aurust 19, In the meantime, wa mnst ex- ?
plore a feow remaining matters in pélioy, must do a oon- |
siderable amount of draftine, and then must have the fin-
1shed produot examined by som= other persons, both Govern-
ment man and insurance men, We have concentrated sollong

on this question that we should have someone who is fresh

on the subjeot cheok our draft closely.

"Of course, there ie some 1likeliliood that new Aues-
tions will arise in this oheckine proocess, requirine re-
drafting and delaying ue till much later than 4nenst 19,

"sfter we finish our wor¥%, there will 8till ba work
tn do, for osur draft will contain sevaral alternatives due
to the fact that there are a number of points in polioy
vwith respsct to which we feal in no vrosition to reach a
final conctusidn. In the 2vent that the committee is in
sympathy with the qenefal objectives of the draft, these
rointe of policy should certainly be left to the judement
of the comnittize.

"¥, H. Woodward

"Thomas H., Ello%
"Leonard Oalhoun'
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80 that in my view, everything that has been eald here 3'
1e ¢orreot. E
Mr. Doughton: It sasms to me that if they were not in %
position to proceed with their study until the committee §
should further define ite polioy, that should have been~done%
befora we adiournad, accordine to his view of it now., All :
this has bean just lost. E
The Chairmen: As I understand that statement, ﬁhey 5
vanted a 11ttle further time to suvbmit a draft or altﬂ;na~ é
tive dratts which would embody possibly different poliocies, i
but T unddrstood that they were to have a draft ready fbr i
submission, with such recommendations as they cared tn sub- §
mit, based upon the prolicies which might be adopted, i
Mf, Treadmay: Mr, Chalrmen, just ons othar iaoollaotio%z
The letter that Senator Olark has read that was inserted in %
the Record refers to a meeting of Aurust 9, and then that é
this committee or this group of men suggest that they é
might be able to have something ready ﬁy August 19. Now, %
did we wait until Auveust 197 %
Senator Olark: No sir. The c¢nnference report was
adopted on jugust 9, Mr. Treadway. In other words, the
experts sald that if the conferenoce was willing to hold up i
the matter and give them time until Auruert 19, they would

probably would be able to have the thine worked out by that i

time. The conferees sald that they had been encaged in a

N— . .
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consideration of this matter for seven or eight weeksj thai

!
{
|
thev were baing oritioized, partioularly the House oonfernosi
for not having arrived at a conference report, and mirht be |

i

discharged; and finally the plan was sugpested of having
this joint suboommittee appointed and makine the oconference |
report, snd you will find in the Racord that I set out in
some detail this, So the ohairman of the committes, SQnator»
Harrison, and Senator Georgs and Sanator King both stated
their impressions of the matter to that affect, that they
felt justified in not opposine the oonference report until
this study was mads,

Mr. Treadway: So that Aupust 9 was the last that our
conferces had anything to do with this subjeot?

Sanator Olark: The last meeting of the conferees was
on August 8., They reported on that day. The House adopted
the conference report, I think, on Auguet 8, and the Senate ;
oh August 9. ” . %

Senator La Follette: It is my recollection, however,
that when this subcommittee had a meeting before we left
Washineton, some of the peonle who were preaent‘from the
staff emphasized the faot that there wera broad questions ;
of volicy which had to be determined prior to the time that
any draft could be workasd out, and that they pronosed that
they would go to work immediately and press alone as fast aei

thay oould, It was my recollection that there was some
, —

-
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gurgestion that parhaps it would bs poesible for the oom-

mittee to consider those quastions of policy durine the

adjournment,

#r. Oalhoun: That is right..

. p— - —

Mr. Oullen: Mr. Ohairman, what has besn said here with
regard to 1t is absolutely oorreot, by each of the members
of the committee. I left with the same nnderatandinw,‘fhat '

the experts would bring out sotething to s tudy in so far

aa 1t related to the Olark amendment, to incorporate ihto 1‘:

the law. MNow we have nothine but a report hera.

Mr. Treadway: Mr. Ohairman, in view of the situvation
as 1t develops, and also in view of Mr. Ellot's illness -
of course not gquestioning Mr. Oalhoun's abilitv to speak
C for him - 1t would seem to me that 1t is more or less of a .
vante of time for us to hear anything about this matter that °

is before us. We can take this and read it, but 1t does not .

geem to me, from vhat all the members of the committee apree
vag the vway the matter was laft, that we have before us what
we guprosed wo were goine to have, exactly as the chairman

has mentionsd, that we were supposed to have sowe kind of a

T

report of these expents vhether or not there was some way

the princirles in the Olark amendment could Le included in

tha law,

The Ohairmen: Flus s draft. They vere to submit draftsj

drafts of bille.
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Mr. Treadway: Yes sir.

Mr. Oslhoun: ANr. Chalrman, might I make a statement?

{ o
The OChairman: Yes. ' Lo
|
|

yr. Oalhown: Wa have here a draft, a complated draft
in a sense. It ie the draft that we had before us essan- i
$1ally at the time on the ninth of August when we eald that !
there ware soma further matters to be datermined, fhdi
draft could ba chaneed if we had some factual data on whioh |
to base a chanea. It might be determined by you as a.
matter of polioy to make many changee in 1%, but that ﬁoliov!
wonld partly depend on thie same faoctual data,

“nr inetanoe, von mirht determine it as a rolioy thqt |
n private pension system should be/Zi&é‘ from the viawpoint é
of paying tenefits as the Government system, but vou might °
find on examination that the cost in the initial stages |
of putting up such a syateJ:?hat would be 8o high that 1f
you set those standarde you would not enoourage them. i

§

We have procesded throughout on the assumption that the’
comnlttee wanted to endourage private pensionsystems. Our !
memorandaria to the effect of different ways of enoouraé«
ing them, and the effeot of change in roliocy. We have our
private opinions as to what would be the most advisable
thing, subject to correction if we ¥new the faots as to

whether or not companies could to that. The situation that

we are in is that we can hand ydu this draft very easily,
-
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but this draft that we hand you presumes somse polioy that |
we do not know whether you want to follow. It prsaumaa"

that insurance companies oan comply with it. It presumes

that trustese can comply with i+4. 1t presumes that it would

enoourage private pension systems,

htil we have the revort that Mr. Foné%ter was going
to get after talking with 1nsuraﬁoe companies, and the
people having private plane, wa oannot report to you as to
whether this plan is worth the paper it 18 written on 1f
what you seek to do is to encourage private pension eysbems.%

The Ohairman: Let me interrupt you.

Mr, 'Oalhoun: Yes sir.

The Ohairman: We have evidence before the committes,
as I recall, that there were several hundred private cor-
porations in thé United States that had peneion plansz

Senator Olark: Emplovine something over fouf million
employees.

Mr. Oalhoun: Yes sir.

Tha Chairman: It seems to me your oommitfee wue.to
explore those various systems and see whether or not -
becanse they were working apparently effsctively in pro-
teoting the employees not only 1mmad1§tel§7¥# futuro ~ to
confer with those various organizatione and determine
whether there were any weakneseses in their plans, and whatheé

their plans were eo that they might be properly inte-

-

Ty
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grated with the bill whioh we had undar coneidsration at the'
time,
Mer, Calhoun: That was what Mv. For¢ster wae cqinqito

3
do and which he has dona tn some extent., I have not rot a

;
final hearine from him, so I cannot tell vou how far he has %
progressed along that line, Senator King. E

Mr. Treadway: Now Ar, Chairman, in relation to Mr. 2
Forfster: I think he is that very tall gentleman, about |
six feast four or five inches tall.

Mr. Calhoun: Yes sir,

¥r. Treadway: He was nere all 1last winter on this
matter, interviewed us constantly, was here last summer
vhile we were in conference - verv fine, enthusiastic, and
a Tire wire “ar nie alients, 1t geemg incredible to ma
that in all that lenpth of time and the time that has
alapsed since Angmot 9 all tha rerly that comeg from Mrv,
Forester 18 the brief lettar/ that Mr., Oalhown has ¢§g§;ﬂ1;
~hare muet oe sonmethine paculiar that in all that time Me,
Forgster ocan only reply that brief note, when he was so
t;emendously enthusiastic in relation to this eubjeot‘a few ‘
monthe aro. |

Further than that, I do not eee why we need repard Mr,
Forfstar as the last word. There are hundreds of companiee:é

|
I thirk Senatof Clark said four million vennla emvloyaed by i

i

thase private pension eystems., Every bilg organization that ;
~— 4 !

L
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has a p?ivate pénaion system must be interested in this
question, I do not know who Mr. Foreter's olients are, but
1t doas not seem to me that we must depsnd on Mr. Forster
solely for information.

1 think, Mr. Chairman, that there is more material
nseded before we go very much further.

Sanator George; You seay, sentlemen, that you have ﬁ
draft of the amendment?

Mr., Galhoun: Yeaﬂ but we are unable to say whether
or not following the provisions of this draft vould reallyv
encourage vrivate pension eystems,

Sanator George: T underatand that.

Mr. OCalhoun: Because Mr, Forster himself expressed
doubt as to whethsr some of them would ba able to comply
vith it.

Sanater Ceorge: The principal question seams to be
whather 1t would make them possible to be preserved under
the Seourity Act.

Mr. Oalhoun: Yes sir; that is the thing.

Senator George: And we were confronted by two nques-

tione: Primarily, whether economically and legally we oould%

preserve private pension systems undar Title IT of the Se-
curity Act,
Mr. Oalhoun: Yes sir.

3enator Georee: And if we had any draft of any plan
~—

H
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whioh we ocould really subjeot to sorutiny and study, we

e e+ et e gt R T A M e RS

might be able to arrive at questions of polioy as we went §
along, that is, this committee might, so as to make up itse
ceheral recommandations. |

Mr. Oalhoun: Shall I submit this draft in the reocord?

The Chalrman: Kither in the reoord or furnish each
member of thas committee a copy of it and leave that copy
with the reporter.

Lat me say that durine the interim T have rageivad per-
haps 50 - well, perhaps not so many, 25 or between 35 and
40 - communications from employees who wers receivine
annuities from private pension systems. One came to see me,’
He was receivine §186 a month from some corporation, the
name of which I have forgotten, but it was one of the large |
oofporations, and he proteste; very vigorously against the |
Socinl Security Act and insisted that it was something very
detrimental. I have received several protests to that effeo%.
One of them came from a large organization. This is from L
an employees' organization, expressing the hopa that some-~
thing may be done to preserve the private systems that are
now in vogue in many of the corporations.

Senator Olark: Mr., Chairman, I have receivad hundreds
of letters from individual employees, all over the country,
addressed alone theAverysaame lines,

The Ohairman: Yes, It Be:ws to me it was the duty of

N ;
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thie committee in sarvipe ad interim, and you ewperts, to
lon* into that matter of systens that were in existence and

see the real weaknessee of them and their streneths, and

gae whather or not those systems, such as the one reprasent-

ed by the man from the Eastman Kodak Companv, Mr, Folaom,
and the system which he so fullv alaborated, could be nain-
tained and was propar and could come in under this Aot, and
from your investiwations of those systems that are workable
ts determine whether they afford ample\prcteotion and wonld
i tha future.

Mr, Oalhoun: I could ro into one or twn sltuations,
Sanator, that we learned from such rlaces as we oould, e
had, of course, no expsnse fnﬁd an?® no wav of ~ning around,
“a wara velvine an ¥r. Forster tn ~ive ve factual infarma-
tion. |

T avxaminas, fa» inatance, #ne plan of the Bnre N1
grrmoany, vhich in many respects is a very fine rlan, I
found this to be true: %ith respect to people who‘hadv
garved *en or twelve years the benefit was considerablv
more 1libs~ral than under the Government plan. So with re-
gpect to those peopls the plan was more favorable, but when
vou axamine what a peréon rats who worke for them for five
yeare, and coampare i1t with what he would pet uggi;e Federal
plan for five years employment, even that verv libéral plan

provides only half the benefits.
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Now whether it would be the polioy of the committas to
make soma urranwemengs to allow a plan lika that to uel&bt
0ld employees and have a gystem for them, whioh might be a
fine way of handling the situation, or whather you ares go-
ine to foroe them to double their penefite or short time
employees, we could not even guess, and on our guees would
depend our draft. |

It was sitvations like those that had ue absolutely
stumped,’ If private pension systeme ravortad by Mr,
Forster would be willine to raise these lower benefite for
short time employment and those that had, say, twantv vears
pervice, as a qualifiocatisn for obtaining a pension which
reduyced that to five years, or the prriod of the Social
Seourity Bill, then we would have a gituation that we could
deal with. If they could not do that thoueh, if thev sald

_that the cost would be too high, then 1% mieht be the ocom-
mittes's wishes to allow them to sslact benaficiaries for
their nrivate systems.

There are some very fine things to be sald for alloﬁ;
ing a private pension system %o select them, But the

'policy announced in the Olark amendment was that the em-
plovee could force nimself into any system. That is the
oririnal Olark amendment -~ the employee himeelf could force
himeelf into any system, |

genator Clark: How could he force himself into a sys-

\‘\,
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tém?
| Mr. Oalhoun: He nas the right under hie employment to
go in or stay out.

denator Olark: He ocannot foroe himecelf in. The em-

ployer has the rirht to put the system in and not amploy

him. The amplover ipso facto oan usa a asvatem if he depires

to0. That ocertainly does not mean that he can force his way
in, sinos the option remains with the amployer to put in

the ayertem or not put it in,

Mr. Calhoun: I expressed myself pnorly, Senator Olark,

I maant that the system would be discouraged bascause if an
smployer put it in he would have to take such smployees as
slected to 2o under it. Whether or not that would be
neceseaiv to preserve the libarties of the workine man we
would nét presume to know., There are some advantages in
allowing an employer td have a private pension system and
gay "This system is bullt tortake cara of my long time em-
ployess., I want exemppion or I want a subsidy for it, be-
cause I am leaving thé olduage reserve acdoﬁnt. I cannot
pay it for all the pmployees, bacause the ocost 16 8o high
for those short term."

So we were up against the situation as to Wheé%r or

not vou are going to substantially requirs the nodification

|

3
3

of all existing private pansion systems with respect to shor4

term amployees, It is a very fundamsntal proposition.
S |
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Mr. Treadway: Let me ask a question, Mr. Ohairman.

. i The Ohairman: Yes sir; Mr, Treadway.

Mr. Troadway: I would like to ask, in line with what

you are saying, what e the private peneion system status

todav in view of the passage of the Sncial Sacurity Act?
Mr. CGalhoun: I read from the newspapers that some
panple ara rlanning on discontinuing systems. »
Senator Olark: Many of them already have discontinued,
have they not, Mr. Calhoun?
Mr, Calhoun: I would not say, but I have sesn that in-
Aication in the paper. .
. Mr. Treadway: Does the law in any way say the expira-
ti~n of the tima »f the wivf\te pangion system? It Adoen . {
1>wve tha cnotce, does 1t no‘:ﬁ‘r a
Sanator Qlark: Undsr ths present law, as I nnderstand
it, whicn eoes into efféct5in‘1937, the private pension
vlans are ipso faétn abrogated. Thev can cowe in with a
private pension eyutgm‘of;thei: o%n. 1 unéerstand that many
enployars who hadifhesé pfivéta vension systems ~‘or rather
gome amploysrs, aﬁdthercaééma to an inoreasine numbar
. in wiew of the paésagavo“f tna,t Act ~ have inticated their ;
intentionor have aiready dropped their vrivate nension piane.é
Nne of the principal n*éﬁments in my mind for the amend-
ment in the first placa‘wag beoanse of the varv doubtful

constitutionality of the principal Act. It has been stuted
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hers rapeatedly by the exferta befora the Finanoca Oommittee
and also stated in the Senate by tha ohairman of the com-
nittes, and without oontradiotion, that of oourse the oon- |

stitutionality of the mot depends on the hope that tha Su-~

prame Oourt will not construe Title II and Title A tozether,
One of tha principal argumsnts and oontontionslfor,the

go-called Olark amendment was that until the constitutional-

e o s v

1ty of the main mot had been passed on, it would be almost

oriminal to wipe out of existence the rights of some four

million employees now under private pension plans:, some of

which are more beneficial to the employees, some in one
partionlar and some in other partionlare,than tha Govern-
mant plan itself. i

It seems to me, that, in view of the recent declsion |

of the Supreme Oourt in the 4AA oase and the precent al-

most certainty that the Supreme Oourt will construé Title

e < et

11 and Title A tovether and therefors daclare the Social
Seourity Act unconstitutional, the necessity for aome such
saving prcpcsition‘&a wae contained in the Olark amendhent

for protecting the riphts‘bf thase four million emplovees

bacomes more pfeémiﬁg than éver.

Mr. Treadw&é: ‘That is exaoply the thousht I had in
mind that lad up to my question. If the Social Security
Act is declared uﬁéonst;tutignal and the private pension

systems have besn put qut‘of business, out of existenoce,
i b ‘ N
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where are the employeas laeft that were 1Jok1nu for protaotio:
#ithey from the Governmant or thelr emplnyers? Thavy ars 1eft
high and dry. Thera is not any such thineg. ’ f

Mr. Oalhoun: Mr, Chairman, may I finieh my answer to !
147 1

The Chairman; Proceed. :

Mr. Oalhoun: I have spoken of soam2 plans, and ao I aay;
I have noticed that some plane will probably be discontinuad.
Thare are nther vlans, however, that vou have heard of,

Some of the better plans are slmply determined on altarine
their pension systems 80 as to dovetall their benefits in
vwith the Faderal benafite.

Mr., Treadway: Provided the Federal banefits ore allow—'
ad to stand undar the CUonstitution.

Mr. Oalhoun: I understand they ave doing that tenta-
tively. They have made arrangements; I think the Equitable
partionlarly has made arrangements with some of its cover-
age to do that. I think it 18 a tantative arrangement, but
thie is 11 hnars&y and I oannot be accurate about 1t.

But I will say that tne Social Seourity aoct, by pro- .
vidiag b@nafits or course. and requiring additional taxes,
does discourag? prlvata pehslon systems. There is nothing i
in the Act iself that forbids the onntimnmance of them,

Senator Clark: It forbids the continuance except as

a supplementary program,
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vr, Calhonn: 1t does provide the benafite -

Jenater Olark: Of course, it wipes out the existing
plan and enables them to come back with a supplamentary:
plan to the Covernment plan,

Mr. Oalhoun: Whether it would be more serious tq,
these companies, for instance, %o alter thelir gyatems with
reapact to short time emplayees or to amend their systems
tn Aovetail benefits, I do not know, But I do think it is
a very taportant thine if we wish to encourage thess sys-
tems, that we find out fron them as to whathar or not thaey
would continue if they were allowed the right of seleotion,
Ta Ai4 not fael at liberty to evsn intimate to them that
thev could put “n = system and then say who would coma 1nto
1%t and who would fFo out of 1%, Lecause that 1is opvosad to

tha direct provisionsf the orizinal Glark amendment, It

rieht well be that on coneideration you would determine that

that would be advisauble, but we oould mot aven rresupposa
it vy asking questions.

Senater 3eorge: Mr. Calhoun, if you will pardon me,
1 do not think 1t is so much a question of the Olark amend-~
ment as any other amendment, Of conree, the Olark amend-
ment was the amendment that we adopted.

yMr. Calhoun: Yes sir.

Senator George: And called it ta canfavence and tried
to get 1t into the bill, but we did not get it in.

~
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The queetion ie whether it is possibls to devise a ‘
mathod of preserving private pension systems. |

Mr, balhoun: My private opinion is that it 1s, sir,

Senator Keyes: If we had a draft of anything, whether
1t was altorether the Olark amendment or_varied from 1t'pr
differed from 1t in some respaots or whatnot, why then we
would be abla to proocaed.

Senator Olark: I aprees with Senator Georse that the
text of the Clark anendment is not the important question
we are dealine with. The important question we are‘tr#ine
to answar 18 how tn preserve the rights of these four
million employees, and that is very important.

Mr, Dourhton: Rieht in thsat connedtion, Mr. Ohalrman,
one thine that disturbed some membters of the committee,
accordine to my recollection, vas that, if these private
syctems were preserved it would probsbly weaken the sys-
tam -

Mr, Calhoun: That i¢ true,

Mr. Doushton - to those who would not come in, and they
would be left without protection under the general law,

Now that is the point that I would like to ret olearad up.
*hat shape Anes it 1eave those in who do not become membars
of 1t7

Senator George: That 18 the economic eide,

Mr. Donghton: That is the actual side too.
\-q
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Genator Georgs: 1 mean that is the economio question

infolved, and the other is a legal question, whethar ot‘ﬁbt; |

by examptihg anybody from the general law, you are 80.clearly ’

ghowing that that ie the intent of the tax lavied in snother
title of this bill as to open it to a very serious oonsti-
tutional question. B |

‘Mr. Oalhoun: Senator George, it was proposed iﬁf@ﬁie
draft that I submitted that encouragement of privats pen-
sion systems would be granting aid to the systems, B?
granting aid the way we measured it in this proposed amend-
ment was roughly on the load that was taken off the privats
pension plan.

Senator Georgé: 1 see,

Mr. Oalhoun: The Adifference between that and sxemption,

of course, may not be important, because the Suprema Onurt

may 1limit rights of grants and aid.

.E
But following the polioy of the rest of the Sooial Se- ;

curity Act, that was a device that vas used to encourage
them,

The tremendous diffionlt that has to bs met is thise:
I1f you sive a grant and aid on any simple basis, for in-
stance, on percentage of payroll, you immediately have a
situation of a private pension system with a young age
group., The amount that you give that private peneion ays-

tem will probably pay a 100 per oent, when taxes reach 8
N ’
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per oent, pay A 00 per cent of the cost. Yov have another

system where 1t has an old age group, &4nd it will probably
pay 30 per cent or 20 per cent, and if they are very old it
may be sven less,

You have a situation too that when you have a simple
type grant and aid like that, if a man has some old em-
ployees on his hands he has every inducement in the world
by ona way or annther to shuffle them on to the Fadgrul_’
0ld-age resarve account,

¥r. Treadway: Mr. Oalhoun, let me interrupt you ugain..

Mr. Oalhnun: Yes sir,

Mr. Treadway: Are you not dealiner with detailse here
that we fee)l, here and there an objeotion, or some reason
or other, that really must e taken up in order? You are
offering ns 1llustrations of something that we have not i
gons into since we reorganized here, seince we are meating ‘
now, It would seem to me, Mr. Ohairman, that,¢his amendment%
that Mr. Qalhoun and Mr, Eliot have prepared is the basis
of further oconsideration on the part of this committee,
there i8 no reason in the world why it should not be printed.
We could have a heading on there that it was a tantativé |
sugeestion from the experts, nothing té do by way of ax-
pressing an opinion from them, or somathine of that kind,

If that were printed, made public, and then the ohairman

called ue together as a committee for a hearing, wa have
, —
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gomathine to %o by. I do not think we are watting anywhere -
in having Mr. Oalhoun offer these varinug ideas one by one
here. We ourht to have something bafore us, M¥r, Chairman,

I move - no, I do not fesl that 1t 18 my part to do it.
I will make tne motion if you wish me to?

The Onairman: It seems to me it is a very proper mo-

tion. GCo sghead and maka the motion.

Mr, Treadway: Well, I move, M». Chairman, that the
tentative amendment submitted by Mr, Oalhoun be printed ae
a tentative report, in no wav axvressing anv policy on

thair part or ours, ani that then the Ohalrman, if he seas

s e 5. s e+ S S

fit, be authorized to oall a public hearing on that tenta-
tive draft as the basis of the hearing,
The Chairnan: I svuprose when yon gay "public! vem

nean the experts an? those workine on 1t7

PV U U N

Mr. Treadway: Yes sir, and the companies affeocted,
It %11l give them time - for instance, the Eastman Kodak

man and all those people - give them time.

Mr., Doughton: Right there may I inguire for infor-
mation?

The Ohairman: Yes sir,

Mr. Doughton: These are public hearines. Would that

RIS

be by this subcommittee or by a joint hearing betwaen the
Finance Qomvittee and the Ways and Neans Onmmittea?

Mr. Treadway: I withdraw the request for a public
~—
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hearing. That is a matter of your judgment and Senator |
King's judgment. The rest of us would want toAbe present
at the hesrings, of course, but that will be a matter tor
you gentlemen to decide, So I withdraw any;rnquaat of that
kind and leave it to the judgment of Senatof King and Ohair-
man Doughton as to the next procedure aftaé having fhie

manorandum submitted to us.

The Ohairman: If I may express an opinion rather with-

out iving muoch thousht to it, it seams to me that it 1s a
wise thineg to have this tentative draft printed and eive
the Senators and members of this committee a chance to ex-
amine the same, and then within a few days 1t would be my
thought that Mr. Doughton and myeelf ocall the committee to-
gather again, with the experts, to examina it, and in the
meantime ask the experts to confer with Mr, Forster and
others who might be interested in this plan and get their
views and get this factual data that Mr. Oalhoun says has:
not been obtained to date, and as soon ae the committes ob-
tains that factual data then we oall the committes togather
again for the considerationof the draft plus the factual
data that vou are then ready to submit,

Senator Ceorge: I think that is a sensible way to
handle 1t and T think it is a verv wise course for us to
pursue,

Mr. Oalhoun: Shall this memoranda be 1noludedt
~—

¢



The Ohairman: Yes: the motion ia that the tentative

draft be printed at the earliest possible date for the nes
of the oommittae\and -

Mr, Traadway: Right there, Mr., Chairman, would that
be submitted to thase outside men like the Eastman Kodak

peopla? What is vour construotion on that?

The Ohairmnan: It would seem to me our experts in oon-

ferring with those persons could tell them that there is a

tentative draft the purport of wvhich is 80 and so and so'and

80, and than receive such suggestions or oritioisms or
whatnot as may be offered, In their investigation they
might indicate, it seems to me, with propriety, what their
views in part were,

Mr. Qalhoun: Senator, I think I think in view of the
fact that this is rather poor from a draftsman's point of
view and 1t might vossibly reflect on some draftsmen like
Mr., Beeman who never did any work on it, it might be %
highly advisable,because the work was limited to the work
that Mr, Eliot and I diqd,

MPf. Treadway: You could call it a tentative raport
based on our request last Aupnust,

Mr, Calhoun: This does oriticize a seriaes of oom-

promises that wers arrived at by various ones of us in-

dividvually in tryving to get somethine out for the ocommittes,

i

Mr. Forster was very seriously alarmed at some of the thinaaé

N

.
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that I thoneht finally would go in, He was afraid some of
hig insurance companies would not agree to it, We ware .

very geriously ooncerned about some of the things we com-

promised on, because we did not think there we.8 anouwh.safeti

left to employees. We both were wrone probably in most in-

gstances,

The Chairman: A4s I understand the motion, it is that

'

this teantative draft pe printed and coviees furnished to mem—z

bers of tne Committee, and that Mr. Eliotland the expsrts con- .

tinue their investications, prarticularly with a view td A8~
certaining the factual data referred to by Mr, Oalhoun, and
that ae soon as they are ready to submit a report, together
with the facte which they desire to submit, that they ad-
7ise ur. Dougnton or myself anrd that we then call the com~

nittee tooather,

Senator Geore2: ¥r., Chairman, as T understand {t, this

Ancnment, the memsrandum, and the draft mentianad bv M»,
Jalnoun are to be adnltted?

The Chairman: Yes sir. If that is agreeable, the mo-
tion will be carried and the committee will adjourn, "

Mr, L. H, Parker: Would there ba ‘any objection when
it 1s printed to showing this to various people interested?
For instance, would it be all right for Mr. Oalhoun to show

it to Mr. Forster, and so on?

The Chairmant I should thin¥ thay would be permittedl‘

‘
i
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to do that with those who were considering this draft.

Mr. Doushton: Do I undarstand that this tantative g
draft oomee to ue in the form of a conditional eugqeatiéh or’
concrete recommendation? *

Mr. Oalhoun: It comes in tha form merely of being sone-

thine we worked with Mr. Forster on, and the rast of them,

in an effort to try to present somathing in lieu of tﬁe Olar%
amendment. We oannot reoommend 1%, ' a |
Mr. Doushton: Has it your recommendation? ‘
Mr. Oalhoun: No sir. - i
(The memorandum and draft dirmcted to be orintad ;

appearg in full as follows:) !
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(Whereupon, at 11:05 a.m., the hearing adjourned.)
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