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* SOCIAL SECURITY :

FRIDAY, AUGUST 8, 1958

- UNITED STATES SENATE,
. ComMrrTERE ON. FINANOE,
: ‘ Washington, D.c.

The committee met, pursuant to call, at 10: 15 a. m., in room 312,
Senate Office Building, Senator Harry Flood Byrd presidinﬁ

Present: Senators Byrd (chairmag Kerr, Frear, Long, Ander-
slon, Douglas, Martin, Williams, Mal’one, éarlson, Bennett, and
Jenner, . :

Also present : Elizabeth B. Springer, chief clerk.

The CHARMAN. The committee will come to order. I submit for
the record the text of H. R. 18549 and the report of the Bureau of
the Budget thereon. . o ‘

(H. R. 13549 and the It of the Bureau he Budget follow :)




" H. R. 13549

IN THE SENATE OF THE UNITED STATES

Avauer 1, 1958
Read twioce and referred to the Committee on Finance

\
AN ACT

To increase benefits under the Federal Old-Age, Survivors, and
Disability Insurance System, to improve the actuarial status
of the Trust Funds of such System, and otherwise improve
such System; to amend the public assistance and maternal
and child health and welfare provisions of the Social Security

Act; and for other purposes.
Be it enacted by the Senate and House of Representa-

tives of the United States of America in Congress assembled,
That this Act may be cited as the “Social Security Amend-

L - C I

ments of 1958”.
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1 TITLE I—-INCREASE IN BENEFITS UNDER TITLE

2
3
4
5
6
7
8

9

" II OF THE SOOIAL SECURITY ACT
INCREASE IN BENEFIT AMOUNTS
Primary Insurance Amount

8go. 101. (a) Subsection (a) of section 215 of the

Social Security Act is amended to read as follows:

“Primary Insurance Amount

‘“(a) Subject to the conditions specified in subsections

(b), (o), and (d) of this section, the primary insurance

10 amount of an insured individual shall be whichever of the

11
12
13
14
15

16 -

[y
-3

BERBBRES Gy

following is the largest:

“(1) The amount in column IV on the line on
which in column III of the following table appears his
average monthly wage (as determined under subsection
(b)) ;

“(2) The amount in column IV on the line on
which in column II of the‘ following table apﬁears his

primary insurance amount (as determined under sub-

“section (c));

“(8) The amount in oolumn IV ‘on the line on

- whxch in column I of the. followmg tablo appears his

primary msumnce l,‘)gneﬁt;v (as dqtexmmgdg under. sub-
section (d) ) ; or | L

“(4) In the case of an mdmdual who was entltled
to a disability insurance benefit for the month before the

month in which he became entitled to old-age insurance

- .



BULIAL SaGyRI.: ..
' 8
benefits or died, the amount in column IV which is equal

to his disability insurance benefit.

“Taets vor DarasmiNiNg PRiMARY INSURANON AMOUNT AND Maximom Famipry

Benzrire
" n m v v
“mm (Primary tnsurssoe (Average monthly (Primary insur. (Masimum
B8 under 1090 1 w 08 8 famil
Y% Ebd) mtA q:)du 064 age) anos amount) w
“1{ e individual's Or his primary lasur- | Or his average montbly Aund the maxl.
1 (m oined ”“3«' ot | mar Wb amermoel. | Tomoditorn the L‘.m:."'",'.'gi
[ ( . () o~ preceding g:n- (w8 provided
grapha of this m% (n)) o
But not But not But not '.'i'l‘n'?‘ﬂ? ;b‘o&u ul;g uhl‘l.-
CAL least—| more At Joast~ mone At - more wapl
than~ than= Toast than— m&&ﬂfﬁ—
vouseses| $10.00 |oceneno.] $80.00 |ocoa... . $54 $33 $563. 00
“$10.01 | 10.48 | $30.10 | 381,00 $58 56 34 84. 00
10.40 ] 11.00 | 31.10| 8200 587 58 35 55. 00
11 2! 11. 48 82.10 ] 8%.00 50 60 36 56. 00
11.40| 1200 | 3310 ) 34.00 61 61 37 87. 00
12.01 12.48 | 84.10 | 35.00 63 63 38 58. 00
12497 1300 3510 86.00 64 1] 39 59. 00
13.01 13.48 ] 36.10| 87.00 ] (14 40 < 60,00
13 49 14.00 ] 87.10} 88 00 68 69 41 61, 60
14. 01 14.48 1 8810 389.00 70 70 42 63. 00
14. 49 1600 | 89.10 | 40.00 71 72 43 G4, 50
15, 01 18.60 | 40.10 | 41.00 73 74 44 6. 00
18, 61 1620 | 41.10 ] 43.00 78 76 45 67. 80
}G. 31| 1684} 42.10 ﬁ. 00 n 18 46 69. 00
685 17260 4310 , 00 79 80 47 70. 50
17,61 | 1840 44.10| 4800 81 81 48 73. 00
1 g %&38 45.10 | 46.00 83 83 40 73, 50
1 46.10 | 47.00 8 85 50 75. 00
20,01 | 20.64] 47.10| 48.00 86 87 81 76, 50
20.651 21.28| 4810 ] 49.00 88 89 53 78. 00
21.20 ] 21.88| 49.10| 80.00 90 00 53 79. 80
31.80| 2238 80.10) 50.90 91 93 54 81. 00
2230 | 22.68] 51.00| B51.80 08 o4 56 82. 50
22.60| 23.08| 51.90 | 83 80 95 96 56 84. 00
2300 2844 85200 8370 97 07 57 85. 80
28.451 23.76| 58.80 ] B54.60 o8 99 ] 87. 00
23.77| 24.20] 54.70 | B85 60 100 101 gg 88. 50
24321 2460 | 8570 8680 102 102 90. 00
2461 | 2500 8660 | 87 40 103 104 61 81. 80
2501 20481 57.60 | 58 40 105 106 62 93. 00
28 8 28.02| 8850 8980 107 107 63 94, 80
25 20.40 | 50.40 | 60.20 109 04 96. 00
2041 ] 2004] 60.80 0& 20 110 113 . 65 97. 50
- 20.08] 27.40] 61.30 6310 114 *118 66 99. 00
27.47| 2300) 6230 0300 119 122 67 100. 30
28 01 28681 63.10] 6400 123 127 68 102. 00
28 69 g& 281 6410] 6490 128 132 . 69 104. 00
29. 20 68| 6500| 6580 1 138 70 107. 60
29.60| 30.36| 6500 6680 137 141 (4 111. 20
30.37.| -80. 92 8%& 67,70 1 ;g 118,20
30.08| 81853 . 08 70 147 181 119. 20
3183 3200] 6380 | 6060 182 158 74 122 80
8201 | s&w 60.70| 70.80| 186 - 160 78 - 126.40 .
3268133401 7060 | 7150 161 168 76 130, 40
334 33.88] 7L60| 7240 166 169 77 134. 00
33.80| 3480 7280 7830 17 174 78 187. 80
. 3481 ) 35 90'|. 7840 74.30 17 179 9 . . 141, 60
3531 3580| 7440 7& 20 180 183 80 148,
35.81| 30.40) 78301 7010 184 188 81 148, 80
36.41| 372.08| 7630 77.10 189 198 83 152 80
$7.00] 3760 77.20| 7800 194 197 88 158. 40
fiel ) mpl A% b ol o | b
ﬁ'xa 80081 8000 ! 8080 208! 11 gg 167, 60
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4
“TanLe o DrreRMINING PRIMARY INSURANCE AMOUNT AND Maxinusm Faminy
sNarITe-—~Continued
"1 o nt tv v
""l:rlmw Insurancs (Primary (nsurnnos. (A versge mounthly (Primary P (Mazimum
nofit under 1430 1064 w o8 n tamil
um nouined) mwnlA un’dw 0ge) anos smount) i &)
It un fndividual's Or his primary Insur- Or bu .vmcn moathly And the maxi.
primary insiranoe | ance smount (as doter- 36 (a8 determined | The smount re- | mum smount of
benefit (as determined | minod under subrac, un:m lubaev (b)) ls-~ | ferred to In the | benafits ?.y-b
under subseo. (d)) is—~ (0)) o Qcm- {n8 provided in
' hs of this m.w)(lo)lon
" sul.wction the basis of his
oatieant=| Do | Ateast— | Dot | Aticant— | Bhont st be-- e oloyment
than— than— . than~— tm
“$39, 69 | 840. 33 | $80. 00 | $81, 70 8312 8216 $87 $171. 20
40.34 | 41.12 ] 81. 80| 82.70 217 221 88 178. 20
41. 13 41. 76 82. 80 222 226 89 178. 80
41.77 | 4244 | 8370 8450 226 230 90 182. 40
42 45 43.20 | 84.00 85. 50 2131 238 1) 1868. 40
43. 21 43. 76 85. 60 86. 40 236 230 92 190.
43. 77 44, 44 86. 50 87. 30 240 244 03 193. 60
44. 45 44.88 | 8740 88. 30 248 249 197. 60
44. 89 45. 60 88. 40 89. 20 250 263 05 1.20
80.30 | 90.10 254 2568 06 204. 80
90.20! 9110 2569 263 o7 208. 80
91. 20 92. 00 264 267 98 212. 40
02. 10 2. 90 268 73 99 216. 00
94, 00 93, 90 273 a 100 220, 00
04.00 | 94.80 278 281 101 223. 60
04. 90 | 95. 80 282 286 102 227.20
98, 90 96. 70 287 291 103 231. 20
6. 80 97. 60 202 208 104 80
97. 70 08. 60 296 103 238. 40
98,70 | 99,50 801 305 108 242. 40
949,60 | 100. 40 107 246. 00
100. 50 | 101. 40 310 314 108 249. 60
101. 80 | 102. 30 315 a1y 100 253, 60
102. 40 | 103. 20 320 323 110 254. 00
103. 30 { 104. 20 324 328 1 254. 00
104, 30 | 105. 10 329 333 113 254. 00
105. 20 | 108. 00 % 337 113 254. 00
106. 10 | 107.00 338 342 114 254. 00
107. 10 | 107. 90 343 347 115 254. 00
108,00 { 108. 48 351 116 254. 00
352 356 117 254. 00
357 361 118 354. 00
363 365 119 254. 00
366 370 120 254. 00
37 375 lg 254. 00
376 879 1 354, 00
380 384 128 354. 00
385 389 124 454. 00
890 393 | 135 254. 00
394 398 b} 284. 00
309 400 137 264. 00"

- .Average Monthly Wage
(b) Section 2156 (b) (1) of such Act is amended by
striking out “An"” and inserting in lieu thereof the following:
“For the purposes of column III of the table apﬁearing in
subsection (a) of this section, an”.
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b

(2) Such section 215 (b) is further amended by adding
at the end thercof the following puragraph:

“(6) The provisions of this subsection shall be appli-
cable only in the case of an individual with respect to whom
not less than six of the quarters elapsing after 1950 are
quarters of coverage, and—

“(A) who becomes entitled to henefits under sec-
tion 202 (a) or section 223 after the second month fol-
lowing the month in.which the Social Security Amend-
ments of 1958 are enacted, or

“(B) who dies after such second month without
being entitled to benefits under such section 202 (a) or
section 223, or

“(C) who files an application for a recomputation
under section 215 (f) (2) (A) after such second
month and is (or would, but for the provisions of sec-
tion 215 (f) (6), be) entitled to have his primary in-
surance Amount recomputed under such section, or

“{D) who dies after such second month and whosc
survivors are (or would, but for the provisions of section
215 (f) (6), be) entitled to a recomputation of his
primary insurance amount under section 215 (f) (4).”
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2
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8
9

10
11
12
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28
24
25
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6
Primary Insurance Amount Under 1954 Act
(o) Bection 215 (¢) of such Act ic amended to read
as follows:
“Primary Insurance Amount Under 1954 Act
“(c) (1) For the purposes of column II of the table
appearing in subsection (a) of this section, an individual’s
primary insurance amount shall be computed as provided in,
and subject to the limitations specified in, (A) this section
as in effect prior to the enactment of the Social Security
Amendments of 1958, and (B) the applicable provisions
of the Social Security Amendments of 1954.
“(2) The provisions of this subsection shall be appli-
cable only in the case of an individual who—
“(A) became entitled to benefits under section 202
(a) or section 223 prior to the third month following
the month in which the Social Security Amendments of
1958 were enacted, or
“(B) died prior to such third month.”
Primary Insurance Benefit Under 1939 Act
| (d) Section 215 (d) of such Act is amended to read
as follows:
- “Primary Insurance Benefit Under 1939 Act
" “(d)..(1) For the purposes of column I of the table

’

appearing in subsection (a) of this wctioh, an individual's

primary insurance benefit shall he computed as provided in
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7

1 this title as in effect prior to the enactment of the Social
3 Becurity Act Amendments of 1950, exoept that—
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“(A) In the computation of such benefit, such in-
dividual's avorage monthly wage shall (in lieu of being

‘determined under section 209 (f) of such title as in

effect prior to the enactment of such amendments) be

" determined as provided in subsection (b) of this section

(but without regard to paragraph (5) thereof), exoept
that his starting date shall be December 81, 1986,

“(B) For purposes of auch computation, the date
he becamo entitled to old-age insurance benefits shall
be deemed to be the date he became entitled to pri-
mary insurance benefits,

“(C) The 1 per centum addition provided for in
section 209 (e) (2) of this Act as in effect prior to the
enactment of the Social Security Aot Amendments of
1950 shall be applicable only with respect to calendar
years prior to 1951, except that any wages paid in any
ywpﬁortomchyenrmypntofwhiohmiﬁolnded‘
in o period of disability shall not be counted. Notwith-
standing the preceding sentence, the wages paid in the
year in which such period of disability bagan shall be
counted if the counting of such wages would result in a -
higher primary insurance amount. -~ -~ F o oo T
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“ (D) 'The provisions of subsection (e) shall be ap-
plicable to such computation.
~ “(2) The provisions of this subsection shall be appli-
cable only in the case of an individual—
“(A) with respect to whom at least one of the
quarters elapsing prior to 1951 is a quarter of coverage;
“(B) who meets the requirements of any of the
subparagraphs of paragraph (5) of subsection (b) of
this seotion; and ”
~ “(0) who attained age 22 after 1950 and with
respect to whom less than six of the quarters elapsing
after 1950 are quarters of coverage, or who attained
such age before 1951.”
Minimum Survivors or Dependents Benefit
(e) Section 202 (m) of th§ Bocial Security Act is
amended by striking out “880” wherever it occurs and
inserting in lieu thereof “the first figure in column IV of -
the table in section 215 (a) . o
Maximum Benefits
~(f) Bubsection (a) of section 203 of the Social Secu-
rity Aot is amended to read as follows: - - |
“Maximum Benefits '
.~ “(a)Whenever the total of monthly benefits to which
individuals ‘are entitled under sections 202 and 228 for & -

month on the basis of thie wages and self-smployment income -
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of an insured ingividual is greater than the amount appearing
in column V of the table in section 216 (a) on the line
on which appears in column IV such insured individual’s
primary insurance amount, such total of benefits shall be

reduced to such amount; except that—
“(1) when any of such individuals so entitled
would (but for the provisions of section 202 (k) (2)
(A)) Dbe entitled to child’s insurance benefits on the
basis of the wages and self-employment income of one
or more other insured individuals, such total of benefits
shall not be reduced to less than the smaller of: (A)
the sum of the maximum amounts of benefits payable on
the basis of the wages and self-employment income of
all such insured individuals, or (B) the last figure in
column V of the table appearing in section 215 (a), or
“(2) when any ;)f such individuals was entitled
(without the application of section 202 (j) (1)) to
monthly benefits under section 202 or section 223 for
the second month following the month in which the
Social Security Amendments of 1958 were enacted, and
the primary insurance amount of the insured individual
on the basis of whose wages and self-employment income
snch monthly benefits are payable is determined under
the provisions of section 215 (a) (2), then such total
_benefits shall not be reduced tq‘lesg'th‘an the larger of—
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“(A) the amount determined under this sub-
section without regard to this parsgraph, or
“(B) the amount determined under this sub-
section as in effect prior to the emactment of the
Social Seourity Amendments of 1958 or the amount

determined under section 102 (h) of the Social

Seourity Amendments of 1954, as the case may be,
plus the excess of—
“(i) the primary insurance amount of such
insured individual in column IV of the table
~ appearing in section 215 (a), over
“(ii) his primary insurance amount deter-
mined under section 215 (c), or

“(3) when any of such individuals is entitled

(without the application of section 202 (j) (1)) to
monthly benefits based on the wages and self-employ-
ment income of an insured individual with respect to
whom a period of disability (as defined in section 216
(i)) began prior to the third month following the
month in which the Social Security Amendments of
1958 were enacted and continued uninterruptedly until-—

“(A) he became entitled to benefits under sec-

. tion 202 or 223, or

“(B) he died, which ever first occurred, -

20743 0—38—2
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. aud the prinary insurance amount of such insured indi- .
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vidual is determiied under the provisions of section 218
(a) (1) or (8) and is not less than $68, then such
total of benefits shall not be reduced to less than the

‘smaller of— °
“ "(0) " the last figure in column V of the table

appearing in seotion 215 (s), or
“(D) the amount in column V of such table on
the same line on which, in column 1V, appears his
primary insurance amount, plus the excess of—
“(i) such primary insurance amount, over
“(ii) the smallest amount in column II of
the table on the line on which appears such pri-
mary insurance amount,
In any case in which benefits are reduced pursuant to the
preceding provisions of this subsection, such reduction shall
be made after any deductiéns under this section and after
any deductions under section 222 (b). Whenever a reduc-
tion is made under this subsection, each benefit, except the
old-age or disability insurance benefit, shall be proportion-
ately decreased.” -
Effective Date
(g) The amendments made by this section shall be
applicable in the case of monthly benefits under title IT of the
Social Security Act, for months after the second month fol-
lowing the month in which :this: Aot is enacted; and in the



O B S R N

B R B RESE 55538528823

800IAL BECURITY
12

‘cnso of the lump-sum death payments under: such title, with

respect to deaths occurring after such second month,
Primary Insurance Amount for Certain Disability Insurance
Beneficiaries

(h) If an individunl was entitled to a disability inur-
anco benefit under scction 223 of the Social Security Act
for the second month after the month in which this Act is
enncted and became entitled to old-age insurance benefits
under section 202 (n) of such Aet, or died, in the third
month after the month in which this Act is enacted, then,
for purposes of parngraph (4) of section 215 (a) of the
Social Security Act, as amended by this Act, the amount in
column IV of the table appearing in such section 215 (a)
for such individual shall be the amount in such column on
the line on which in column II appears his primary insur-
ance amount (as determined under subsection (c¢) of such
% ction 215) instead of the amount in column IV equal to
his disability insurance benefit.

Saving Provision

(i) With respect to monthly benefits under title II of
the Social Security Act payable pursuant to section 202
(i) (1) of such Act for any month prior to the third month
following the month of enactment of this Act, the primary
insurance amount of the individual on the basis of whose

wages and sel{-employmeht income such monthly benefits are

13



[
o

bed  d ek et
*wwus

Pl
o

16

17

13
19

28N

© ® 9 o N e O D

SOCIAL BECURITY
18
payable shall be determined as though this Act had not been
enacted; such primary insurance amount shall be ch indi-
vidual’s primary insurance amount for purposes of section
216 of such Act for months after the second month follow-
‘ing the month in which this Act is enacted if it is largor
than the primary insurance amount determined under section
215 of the Social Security Act as amended by this Act, and
shall be rounded to the next higher dollar if it is not a
multiple of a dollar.
INCREASE IN FARNINGS BASE FROM $4,200 TO $4,800
Definition of Wages
SEc. 102. (a) (1) Paragraph (2) of section 209 (a)
of the Social Security Act is amended to read as follows:
“(2) That part of remuneration which, after re-
muneration (other than remuneration reforred to in the
suceeeding subsections of this section) equal to $4,200
with respect to employment has been paid to an in-
dividual during any calendar year after 1954 and prior

to 1959, is paid to such individual during such calendar

year;", |

(2) Section 209 (a) of such Act is further amended by
‘adding at the end thereof the following new paragraph:
“(8) ‘That part of remuneration which, after re-

muneration (other than remuneration referred to in the

" succeeding subsections of this section) equal to $4,800
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~with respect to employment has been paid to an m-
dividual during any calendar year after 1958, is paid
‘to such individual during such calendar year;”.
. Definition of Self-Employment Income
(b) Paragraph (1) of section 211 (b) of the Social
Security Act is amended to read as follows:
‘(1) That part of the net earningy from self-
employment which is in excess of—
‘“(A) For any texable year ending prior to
1965, (i) $3,600, minus (ii) the amount of the
wages paid to such individual during the taxable
yoar; and
‘“(B) For any taxable year ending after 1954

L0

and prior to 1959, (i) $4,200, minus (ii) the

amount of the wages paid to such individual during
the taxable year; and
“(0) For any taxable year ending after 1958,
(i) $4,800, minug (ii) the amount of the wages
paid to such individugl during the taxable year; or’.
- Definitions of Quarter and Quarter of Coverage
() Olauses (ii) and (iii) of section 213 (a) (2)

follows:

(B) of the Bocial SBecurity Act are amended to read as

.. “(ii) if the wages paid to any individual in any -
calendar year equal $8,600 in the case of & calendar
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“ ' year aftar 1950 and before 1055, or $4,200 in the
‘oaze of & oalendar year after 1054 and before 1059,
ot $4,800 in the case of & ‘calendar year after 1958,
onch quartet of wch year shall (mbjm to olause
"(1)) be & quarter of coversge; |

“(iif) if an individual has self-employment in-
oome for a taxable year, and if the sum of such
income and the wages paid to him during such year
* equals 8,800 in the case of a taxable year begin-
ning after 1950 and ending before 1985, or $4,200
in the case of a taxable year ending after 1954
and before 1959, or $4,800 in the case of & taxable
year ending after 1958, each quarter any part of
" which falls in" such year shall (subject to clause

(i) ) be a quarter of coverage;” |

Average lionthly Wage

""'(d) “(1) Paragraph (1) of section 215 (e) of such

Act is amended to read as follows: | -
~ “(1) in computing an individuals avei'ago monthly
wige there shall not be counted the excess over $8,600 in
 the case of any calendar year after 1950 and befors 1955,
the excess over $4,200 in the oase of aity calendar yw
after 1954 and before 1959, and the excess over 84,860
"+ in the oase of any calendar year after 1058, of (A) the
“+"wages paid to him in such year, plis (B)“the self-em-
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ployment income credited to such year (as determined

1

2i under section 212) ;”,

3 (2) Section 215 (e) of such Act is further amended by
4 striking out “(d) (4)” each place it appears and inserting
6 in lieu thercof “(d)”.

6 TITLE II-AMENDMENTS RELATING TO DIS-
( ABILITY FFREEZE AND DISABILITY INSUR-
8 ANCE BENEFITS

9 APPLICATION Fdn DISABILITY .DETERMINATION

10 Sto. 201. Section 216 (i) (2) of the Social Becurity
11 Act is amended—

12 (1) by striking out “while under a disability,” in
13 the second sentence and inserting in lieu thereof “while
14 under such disability,”; and *
15 (2) by striking out “onc-year” in clause (ii) of
16 subparagraph (A) and inserting in lieu thereof “eight-
17 een-month”’,

18 RETROACTIVE PAYMENT OF DISABILITY INSURANCE
19 BENEFITS

20 SEc. 202, (a) Section 223 (b) of such Act is amended
21 by adding at the end thereof the following new sentence:
22 “An individual who would have been entitled to a disability
23 insurance benefit for any month after June 1957 had he

24 filed application therefor prior to the end of such month
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shall be entitled to such benefit for such month if he files

application therefor prior to the end of the twelfth month
immediately succeeding such month.”

(b) The first sentence of section 228 (o) (8) of such
Act (defining the term “‘waiting period” for purposes of
applications for disability insurance benefits) is amended to
read as follows: |

“(8) The term ‘waiting period’ means, in the case
of any application for disability insurance benefits, the
ar.eliost period of six consecutive calendar months—

“(A) thronghout which the individual who
files such application has been under a disability
which continues without interruption until such
application is filed, and

“(B) (i) which begins not earlier than with
the first day of the eighteenth month before the
month in which such application is filed if such in-
dividual is insured for disability insurance benefits
in such eighteenth month, or (ii) if he is not so
insured in such month, which begins not earlier
than with the first day of the first month after such
eighteenth month in which he is so insured.” |
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RETROACTIVE RFFEOT OF APPLIOATIONS YOR DISABILITY
DRTERMINATION
Spo. 203. Paragraph (4) of section 216 (i) of such
Aot is amended by striking out “July 1957" and inserting
in lieu thereof “July 1960”, by striking out “July 1958”
and inserting in lieu thereof “‘July 1961”, and by striking
out “, if such individual does not die prior to July 1, 1956,”.
INSURED STATUS REQUIREMENTS
Disability Freeze
8po, 204. (a) Paragraph (8) of section 216 (i) of
such Act is amended to read as follows:
“(8) The requirements referred to in clauses (A) and
(B) of paragraphs (2) and (4) are satisfied by an individual
with respect to any quarter only if— ,
“(A) he would. have been a fully insured in-
dividual (as defined in section 214) had he attained
retirement age and filed application for benefits under
- seotion 202 (a) on the first day of such quarter; and
“(B) he had not less than twenty quarters of
coverage during the forty-quarter period which ends
with such quarter, not counting as part of such forty-
"quarter period any quarter any part of which was in-
cluded in a prior period of disability unless such quarter
was a quarter of coverage.”

19
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Disability Insurance Bencfits

(b) Section 228 (¢) (1) (A) of such Act is amended
by striking out “fully and currently insured”'and inserting
in lieu thereof ‘“fully insured”.

BENEFITS FOR THR DEPENDRNTS OF DIBABILITY INSURANOR
BENEFIOIARIES
Payments from Disability Insuranco Trust Fund

880, 205. (a) The first sentence of section 201 (h) of
such Aot is amended by inserting *, and benefit payments
required to be made under subsection (b), (c), or (d) of
gection 202 to individuals entitled to benefits on the basis
of the wages and self-employment income of an individual
entitled to disability insurance benefits,” after “section 228",

Wife’s Insurance Benefits

(b) (1) Subsection (b) of section 202 of such Act is
amended by inserting “or disability” after “‘old-age” where-
ever it appears therein. ‘

(2) So much of paragraph (1) of such subsection as
follows the colon is amended by striking out “or” the first
time it appears and inserting immediately before the period
at the end of such paragraph “, or her husband ceases, prior
to the month in ‘which le attains retirement age, to be

entitled to disability insurance benefits”.
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. Husband’s Insyrance Benefits
~ (¢) (1) Bubparagraph (O) of subsection (o) (1) of
such section 202 is amended to read as follows:

“(C) was receiving at least one-half of his support,
8s determined in socordance with regulations prescribed
by the Secretary, from such individual—

“(i) if she bad a period of disability which did
not end prior to the month in which she became
entitled to old-age or disability insurance benefits,
st the beginning of such period or at the time she
became entitled to such benefits, or

“(ii) if she did not have such s period of disa-
bility, at the time she became entitled to such be.e-
fits,

and filed proof of such support within two years after the

month in which she filed application with respect to such

period of disability or after the month in which she

, beoamé entitled to such benefits, as the case may be, or,

if she did not have such a period, two years after the

- month in which she became entitled to such beneilts,
and” .

(23) The ‘remainder of such subsection (o) (1).is

amended by inserting “or disability” after “old-age” wher-

overxtnppemthmm, o |

R T

(8) So mnuh of m.!\ mwon (c) (1) as follom

21
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the colon is further amended by striking out “or” the first
time it appears and inserting immediately before the period
at the end thereof *, or his wife ceases, prior to the month
in whioh she becomes entitled to old-age insurance benefits,
to be entitled to disability insurance benefits”.
" Child’s Insarance Benefits

“(d) Section 202 (d) (1) of such Act is amended to
read as follows:

“(d) (1) Every child (as defined in section 218 (o))
of an individual entitled to old-age or disability insurance
benefits; or of an individual who dies a fully or currently in-
sured individual after 1939, if such child—

“(A) has filed application for child’s insurance
benefits,

“(B) at the time such application was filed was
unmarried and either (i) had not attained the age of
eighteen or (ii) was under a disability (as defined in
section 223 (c)) wlnch began before he attamed the
age of elghteen, and

“(C) was dependent upon such individual—

“(i) if such individual had a period of dis-

" ability which did not end prior to the month in
" which he became entitled to old-age or (hsablhty
insurance benefits or (if he has dled) priof to the
‘month in which ke died, at the beginmng of suli
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. . period or at the time he became entitled to such

beneﬁts or d:ed
4 (n) if such mdmdual did not bave such a

8
. pn.enod,(and' is living, at the time such application
)
6

. . N
-
L

was filed, or

“(iii) if such. individual did not have such a

7. .  period and has died, at the time of such death,
é | shall be entitled to a child’s insurance benefit for each month,
9., beginning with the first month after August 1950 in which
{Q_l,snch .;child. becomes go entitled to such insurance benefits and
:!;l;, _quing,wsth, the month preceding the first month in which
12 snyl .of the following occurs: such child dies, marries, is
13 adopted..(except.for adoption by a stepparent, grandparent,
14 aunt os .sncle subseqsent to the death of such fully or cur-
15 rpntly msured .individual), attains the age -of eighteen and
16A is not undqr a disability (as defined in section 223 (c))
1‘1 wluch began before he attained such age, or ceases to be
under a dxsabxhty (as so deﬁned) on or after the day on
19 whxch ‘he attains age enghteen Entitlement. of any child
20 to beneﬁts upder thls subsectnon on the bas:s of the wages and
2L sslf—emp]oyment income, of ap m(uvldual entitled to disability
22 msurancq bcneﬁts shall also end with, the month before the
23 lpomh in whxch such mdmdual ceases to be entitled to such
24 beneﬁts unless such mdmdual is, for the month in which he

23
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1 ceases to be so entitled, entitled to old-age insurance benefits

2 or unless he dies in such month.”

Widower's Insurance Benefits

* (o) Bubparagraph (D) of section 202 (f) (1) of such

Aot is amended to read as follows:

© (D) (1) was receiving at least one-half of his sup-
port, as determined in accordance with regulations pre-
soribed by the Secretary, from such individual at the
time of her death or, if such individual had a period of
disability which did not end prior to the month in which
gshe died, at the time such period began or at the time
of her death, and filed proof of such support within
two years after the date of such death, or, if she had
such a period of disability, within two years after the
month in which she filed application with respect to
such period of disability or two years after the date of
such death, as the case may be, or (ii) was reéeiving at
lease one-half of his support, as determined in accordance
with regulations prescribed by the Secretary, from such

" individual, and she was a currently insured individual,

at the time she became entitled to old-age or disability

irisurance benefits or, if such individual had a period
* of disability which did not end prior to the month in
" which she became so entitled, 'at the time such period
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began or at the time she became entitled to such
benefits, and filed proof of such support within two
years after the month in which she became entitled to
such benefits, or, if she had such a period of disability,
within two years after the month in which she filed
application with respect to such period of disability or
two years after the month in which she became entitled
to such benefits, as the case may be, and”.
Mother’s Insurance Benefits
(f) Bection 202 (g) (1) (F) of such Act is amended
by ingerting “or, if such individual had a period of disability
which did not end prior to the month in wilioh he died, at
the time such period began or at the time of such death”
after “death”.
Parent’s Insurance Benefits
(g) Bubparagraph (B) of section 202 (h) (1) of
such Aot is amended to read as follows:
“(B) (i) was receiving at least one-helf of his
support from such individual at the time of such indi-
_ vidual’s death or, if such individual had a period of
disability which did not end prior to the month in
which he died, at the time such period began or at the
time of such death, and (ii) filed proof of such support
| thhm two yem_aftq; the date of such death, or, if such

. individusl had such a period of dissbility, within two

26
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years after the month in which such individual filed ap-
* plication ‘with respect to such perlod of disability or
‘twoyemafmzhedatoolmchdeatb asthecasemay

b y

" Simultaneous Entitlement to Benefits

(h) Section 202 (k) of such Act is amended by in-

“serting “or disability’ after “old-age” each time it appears

therein.
Adjustrcent of Benefits of Female Beneficiaries

() (1) Subparagraph (B) of paragraph (B) of seo-

" tion 202 (q) of such Act is amended to read as follows:

“(B) the number equal to the numbar of months
for which the wife’s insurance benefit wrs reduced under
such paragraph (2), but for whioh such benefit was
subject to deductions under paragraph (1) or (2) of
section 208 (b), under section 208 (o), or under

section 222 (b),”.
~{2) Buch paragraph is further amended by striking out

" the period at the and of subparagraph (O) and inserting in

Heu thereof *, and”, by striking out “(A), (B), and (0)”
in the material following subparagraph (0) and inserting

' in lieu thereof “(A), (B), (O), and (D)”, and by adding
after subparagraph (C) the following new subparagraph:

- (D) the number equal to the numbor of months
*for which such wife’s insuranoe benafit was rednood un-
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1 - der such paragraph (2), but in or after which her en-
-3 ..~ titlement to wife’s insurance benefits was terminated be-

8. . .cause her husband ceases to be under a. disability, not

4 including in such n‘umber\ of months any month after

5 - such termination in which she was entitled to wife’s

6 insurance benefits.”, -

7 (8) Subparagraph (A) of paragraph (8) of such sec-

8 tion 202 (q) is amended to read as follows: :

9 ‘“(A) the number equal to the number of months
10 for which such benefit was reduced under such para-
1 graph, but for which such benefit was subject to deduc-
12 tions under paragraph (1) or (2) of section 208 (b),
13 under section 208 (¢), or under section 222 (b), and”.
14 .- (4) Buch paragraph is further amended by striking out
13 . the period at the end:of subparagraph (O) .and inserting in

lieu thereof *, and”, by striking out “(A), (B), and (0)”
17 in the material following subparagraph (O) and inserting -
18 in lieu thereof “(A), (B), (0), and. (D)”, and by adding
19 alter subparagraph (O) the following new subparagraph: - -
20 .. ..  %(D) the number equal to the number of months
21 for which such wife’s insurance benefit was reduced
22 under such paragraph, but in or after which her entitle-
28
24

[
N

ment to wife’s insurance benefits was terminated becanse
her husband ceased ¢o be under a disability, not includ-

20748 0—88——38
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1 .ing in such number of months any month after such
3! . . termination in' which she was entitled to ‘wife’s insur-
8., . iance benefits,”.
4 " Deduction Provision
6 (j) Bection 208 (o) of such Act is amended by insert-
6 ing “based on the wages and self-employment income of an
7 .individual - entitled to  old-age insurance 'benefits” after
8 “child’s insuranve benefit” the first time it appears therein.
9  Circumstances Under Which Deductions Not Required
10 (k) ‘Bection 208 (h) of such Act is amended to read

’

4

11 . ag follows: :
12 - “Circumstances Under Which Deductions Not Required
13 .. “(h) In the case of any individual, deductions by reason
14 . of the provisions of subsection (b), (f), or (g) of this sec:
18 tion, or the provisions‘of section 292 (b), shall, notwith-
16 . standing such provisions, be made from the benefits to which
17 such individual is entitled only to the extent that such de-
18, ductions reduce: the total amount which would otherwise be
19 paid, on the basis of the same wages and self-employment
20. income, to.such individual and: the other individuals living -
21 in the same houschold.” .1 ' v
zz.,,w .. Currently Insured Individual-

(1) -Bection 214 (b) of such Aot is amended by insert-
4 tng“or disability” immediately after “old-age”, = . - :
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. - Rounding of Benefits .
~+(m) Bection 215 (g) of such Actis amended by strik-

ing out “sections 203 (a) and 224”. and inserting in lien

thereof “section 203 (a)"”. ‘
Deductions on Acoount of Refusal To Accept Rehabilitation
S .7+ o . Bervices AP

(n) Bection 222 -(b) of such Act is amended by insert-

. ing after paragraph (2) (added by section 807 (g) of this
- Act) the following new paragraph: |

“(8) Deductions shall be made from any wife's, hus-
band’s, or child’s insurance benefit based .n the wages and
self-employment income of an individual entitled to disability
insurance benefits to which a wife, husband, or child is
‘entitled until the total of such deductions equal such wife’s,
husband’s, or child’s insurance benefit or benefits under sec-
tion 202 for any month in' which the individual, on the basis'
of whose wages and self-employment income such benefit:
was payable, refuses to accept rehabilitation -services and:
deductions, on acoount.of such refusal, are imposed under
paragraph (1) - . .o G e PR

-~ Buspension of Benefits Based; on Disability - -
to - i(0) Bection‘225 of such: Act is:amended by adding at-
the end thereof the following new sentence: “Whenever. the

- benefits of an individual entitled .to.a disability insurance:

fbeneﬁcm suspended. for any month,.the benefits of any

29
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individual entitled thereto under subsection (b), (c), or (d)

'+ of seotion 202 on the basis of the wages and self-employment

income of such individual, shall be suspended for. such

{

month.,”
REPRAL OF REDUCTION OF BENEFITS BASED ON DISABILITY

8Ego. 206. Section 224 of such Act is hereby repealed.
BE0. 207. (a) The amendments made by section 201
shall apply with respect to applications for a disability deter-

‘mination under section 216 (i) of the Bocial Security Aot

filed after June 1961. : The amendments made by section

-202 shall apply with respect to applications for disability

insurance benefits under section 228 of such Act filed after
moembeg 1957. The amendments made by section 208
shall apply with respect to applications for a disability deter-
mination under such section 216 (i) filed after June 1958.

“The -amendments made by section 204 shall apply with

respect to (1) applications for disability insurance benefits

under such section 223 or for a disability determination under

such section 216 (i) filed on or after the date of enactment
of this' Act, and: (2) -applications’ for such benefits or for
such a determination filed after 1957 and ‘prior to such date of

-enactment if the applicant has not died prior to such date of

enactment and if notice to the applicant of the Secretary’s
decision with respect thereto has not been given to him on or
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< prior to such date, except that (A) no benefits under title II

of the Bocial Becurity Aot for the month in which this Act is

-‘enacted or any prior month shall be  payable or increased by

reason of the amendments made by section 204 of this Act,

‘and (B) the provisions of section 218 (f) (1) of the Social

Becurity Act shall not prevent recomputation of monthly
benefits under section 202 of such Act (but no such recompu-

- tation shall be regarded as a recomputation for purposes of

section 215 (f) of such Aot). The amendments made by
section 205 (other than by subsection (k) ) shall apply with
respect to monthly benefits under title II of the Social
Security Act for months after the month in which this Act
is enacted, but only if an application for such benefits is filed

on or after \he date of enactment of this Act. The amend-

ments made by section 206 and by subsection (k) of section
205 shall apply with respect to monthly benefits under title
IT of the SBocial Security- Act for the month in which this

 Act is enacted and sucoeeding months,
. (b) In the case of -any hisband, widower, or parent
who would not be entitled to'bénefits under section 202 (o),

seotion 202 (f); and section 202 (h), respectiveiy, of the

“Bacial Security Act except for the enactment ‘of section 205

of this Act, the requirement in such section 202 (c), seo-

31
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tion 202, (f), or section 202 (h), as the case may be, that

- proof of support be filed. within & two-year period shall not
:apply if such proof is filed within two years after the month

- in which this Aot is enacted,. ... - .
TITLE III—-PROVISIONS: RELATING TO: ELIGI-

BILITY OF CLAIMANTS FOR SOCIAL SECU-

... .. RITY BENEFITS, AND MISCELLANEOUS PRO-

VISIONS

ELIGIBILITY OF SPOUSE FOR DEPENDENTS OB SURVIVORS
- .. . BENEFITS
.. Husband’s Insurance Benefits
. 8ro, 801. (a) (1) Section 202 (c) of the Social
Security. Act. is amended by redesignating paragraph (2)
as paragraph (8) and adding after paragraph (1) the

 following new paragraph:

‘' (2) The requirement in paragraph (1) that the indi-

- vidual entitled to old-age or,disability insurance benefits be

a currently insured individual, and the provisions of sub-
paragraph, (C) of such paragraph, shall not be applicable in'

 the. case of any husband who—; ..

.. “(A) in the month prior to.the month of his mar--
 riage to such individpal was entitled to, or on application.

woor e
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" therefor and attainment of retirement age in such prior
month woyld have been entitled to, benefits undet 'sub-

section (f) or (h); or R

“(B) in the month prior to the month of his mar-
riage to such individual had attained age eighteen and
was entitled to, or on application' therefor would have

been entitled to, benefits under subsection (d).”

(2) Section 218 (f) of such Act is amended to read as
follows: '

“(f) The term ‘husband’ means the husband of an
individual, but only if (1) he is the father of her son or
daughter, (2) he was married to her for a period of not
less than three years immediately preceding the day om
which his application is filed, or (3) in the month prior to
the month of his marriage to her (A) he was entitled to,
or on application therefor and attainment of retirement age
in such prior month would have been entitled to, benefits
under subsection (f) or (h) of section 202, or (B) he had
attained age eighteen and was entitled to, or on applicatidﬁ
theréfor would have been entitled to‘,’beneﬂts under sabseo-
tion (d) ofsuch section.” S '

| ' Widow’s Insurance Benefits

(b) (1) Subparagraph (B) of section 202’ (e)’ (3)
of such Act is amended by striking out “but she is not
his widow (as defined in section 218 (c))” and inserting

33
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An lie thereof “‘which oopurs within, ono year. after such
. marriage and he did not die a fully insured individual”.

" (3) Section 216 (c) of such Act is mpen;lgd to read us

Jollgws:

. “(e) The. term ‘widow’ (oxcept when used in section
202 (i)) moans the. surviving wife of an individual, hut

only if (1) she is the mother of his son or danghter, (2)

- she Jegally adopted his son or daughter. while she was married

to him and while such son or daughter was under the age
of eighteen, (3) he legally adopted. her son or daughter
while she was married to him and while such son or daughter
was under. the ago of gighteen, (4) sho was married to him
at the time both of them legally adopted a child under the

age of eighteen, (5) she was married to him for a period of

.not less than ope year immediately prior to the day on

which he died, or (6) in the month prior to the month of
her marriage to him :(A) she was entitled to, or on applica-

tion therefor and attainment of retirement ago.in such prior

- month would have been entitled to, benefits under subsection

.(e) or (k) of section 202, or (B) she had attained age

eighteen and was entitled to, or on application therefor

would have‘fl_lggp entitled to, b:eneﬁ/ta‘ under subsection (d)

ofmwh,sectiong” T Ty oo
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Widower’s Insurance Benefits

(o) (1) Section 202 (f) of such Act is amended by
redesignating paragraph (2) as paragraph (8) and hy
adding after paragraph (1) the following new paragraph:

“(2) The requirement in paragraph (1) that the
deceased fully insured individual also be a currently insured
individual, and the provisions of subparagraph (D) of such
paragraph, shall not be applicable in the case of any indi-
vidual who—

“(A) in the month prior to the month of his
marriage to such individual was entitled to, or on ap-
plication therefor and attainment of retirement age in
such prior month would have been entitled to, benefits
under this subsection or subsection (h) ; or

“(B) in the month prior to the month of his mar-
riage to such individual had attained age eighteen and
was cntitled to, or on application therefor would have
been entitled to, benefits under subsection (d).”

(2) Section 216 (g) of such Act is amended to read
as follows: .

“(g) The term ‘widower’ (except when used in section
202 (i)) means the surviving husband of an individual,

but only if (1) he is the father of her son or daughter, (2)

. he legally adopted her son or daughter while he was married

to her and while such son or daughter was under the age

35
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of cighteen, (8) she legally adopted his son or daughtoer
while he was married to hor and while such son or daughter
was under the age of cightoen, (4) he was married to her
at the timo Loth of them legally adopted a child under the
age of eighteen, (5) he was marriod to her for a period of
not less than one year immediately prior to the day on which
she died, or (6) in the month before the month of his
marriago to h;ar (A) he was entitled to, or on application
therefor and attainment of retivement age in such prior
month would have been entitled to, benefits under subsec-
tion (f) or (h) of section 202, or (B) he had attained age
eighteen and was entitlod to, or on application therefor
wonld have been entitled to, benefits under subsection (d)
of such section.”
Definition of Wife

(d) Section 216 (b) of such Act is amended by striking
out “‘or’’ at the end of the clause (1), and by inserting before
the period at the ond thereof: “, or (3) in the month prior
to the month of her marriage to him (A) was entitled to,
or on application therefor and attainment of retirement age
in such prior month would have been entitled to, benefits
under subsection (e) or (h) of section 202, or (B) had
attained age eighteen and was entitled to, or on application
therefor would have been entitled to, benefits under subsection
(d) of such section”.
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Definition of Former Wife Divoreed

(e) Section 216 (d) of such Act is amended to read
as follows:

“(d) The term ‘former wife divorced’ means n woman
divoreed from an individual, but only if (1) she ix the mother
of his son or daughter, (2) she legally adopted his son or
daughtor while sho was married to him and while such son
or daughter wag under the age of eighteen, (8) he legally
adopted her son or daughter while she was married to him
and while such ron or duughtcr/wns under the age of eighteen, -
or (4) she was married to’ l;im at the time both of them .
legally adopted a child undor the age of eighteen.” I

Effective Date
.(f) The amendments made hy this section shall apply -
with respeet to monthly benefits under section 202 of the .
Bocial Security Act for months beginning after the date of
enactment of this Act, but only if an application for such.
benefits is filed on or after such date,
ELIGIBILITY OF CHILD FOR DEPENDENTS OR SURVIVORS:
** BENEFITS
. Definition of Child. -
- SEc. 302, (a) Section 216 (e) of such Act is amended
to read as follows: L
‘“(e) The term ‘child’ means (1) the child or legally’

adopted child of an individual, and (2) .in the case .of a.

37
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living individua!, a stepehild who has been such stepehild
for not less thun three years humedintely preceding the
day on which application for child's benefits s filed, and
(8) in the caso of u deceased individual, a stepehild who
has been such stepehild for not less than one year innnedi-
ately preceding the duy on which such individual died.  Ior
purposes of clause (1), a porson shall be deemed, as of
the date of death of an individual, to be the legally adopted
child of such individual if such person was at the time of
such individual's death living in such individual’s household
and was legally ndopted by such individual’s surviving spouse
after such individual’s death but before the end of two
years after the day on which such individual died; except
that this sentence shall not apply if at the time of such
individual's death such person was receiving regular con
tributions toward his support from someone other than such
individual or his spouse, or from any public or private wel-
fare organization which furnishes services or assistance for
children.”

‘ Effective Date

(b) The amendment made by this section shall apply

.with respect to monthly benefits under section 202 of the

Social Security Act for months beginning after the date of
enactment of this Act, but only if an application for such
benefits is filed on or after such date. - '
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ELIGIBILITY OF RRMARRIED WIDOWS FOR MOTHER'S
INSURANCK BENEFITS

Sko. 803. Bection 202 (g) of the Bocial Seourity Act is
amended by adding at the end thereof the following new
paragraph

“(8) In the caso of any widow or former wife divorced
of an individual—

“(A) who marrios another individual, and
“(B) whose marriage to the individual referred to

in subparagraph (A) is terminated by his death but she

is not his widow as defined in section 216 (c),
the marringe to the individual referred to in clause (A)
shall, for the purpose of paragraph (1), be deemed not to
have occurred, No benefits shall be payable under this sub-
section by reason of the preceding sentence for any month
i)rior to whichever of the following is the latest: (i) the
wonth in which the death referred to in subparagraph (B)
of the preceding sentence occurs, (ii) the twelfth month
before the month in which such widow or former wife
divorced files application for purposes of this paragraph,
or (iii) the month following the month in which this para-
graph is enacted.”

39
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1 ELIGIBILITY FOR PARBNT'S INSURANOK BENRFITS
2 Provisions Relating to Eligibility
8 8o, 804, () (1) SBo muoch of section 202 (h) (1) of
¢ the Social Security Aot as precedos subparagraph (A) is
5 amended to read as follows:
6 ‘(1) Every parent (as defined in this subseotion) of un
7 individual who died a fully insured individial after 1939,
8 if such parent—",
9 ‘. (2) The amendment made by this subsection shall apply
10. with respect to monthly benefits under section 202 of the
11 Social Security Aot for months beginning after the date of
13 enactment of this Aot, but only if an application for such
13 benefits is filed on or after such date.

14 ' Deaths Before Effective Date
15 (b) Where—
16 * (1) one or more persons were entitled (without

17 the application of section 202 (j) (1) of the Social
18- Seeurity Act) to monthly benefits under section 202 of
19 such Act for the month in which this Act is enacted on
20 . the basis of the wages and self-employment income of an
21 ' individual; and - '

2 (2) a person is entitled to a parent’s insurance
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benefit under section 202 (h) of the Social Becurity
Act for any subsequent month on the basis of such wages
and self-omployment incomo and such person would
not bo ontitled to such benefit but for the enactment of
this section; and
(8) the total of the benefits to which all persons are
entitled under section 202 of the Social Security Act on
the basis of such wages and self-employment income for
such subscquent month are reduced by reason of the ap-
plication of section 208 (a) of such Act,
then the amount of the benefit to which each such person
referred to in paragraph (1) of this subsection is entitled
for such subsequont month shall be incrensed, after the appli-
cation of such section 203 (a), to the amount it would
have been if no person referred to in paragraph (2) of this
subsection was entitled to a parent’s insurance benefit for
such subsequent month on the basis of such wages and self-

’

employment income.
Proof of Support in Cases of Deaths Before Effective Date

(o) In the case of any parent who would not be entitled

- to parent’s benefits under section 202 (h) of the Social Secti~
rity Aot exoept for the enactment of this section, the require-’

ment in such section 202 (h) that proof of support be filed

- within two-years of the date of death of the insured individual

referred to therein shall not apply if such proof is filed within

41
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the two-year period beginning with the lirst day of the month
after tho month in which this Act is enacted.

BLIGIBILITY FOR LUMP-SUM DEATH PAYMENTS
Requirement That Surviving Spouse Be a Member of
Deceased’s Hounselold

SEC. 800, (n) Tho first sentence of section 202 (i)
of the Social Socurity Act is mmended by inserting “in the
same household” after “living”.

Provisions Relnting to Widows and Widowers

(b) Section 216 (h) of such Act is amended Ly

atriking out paragraph (3).
- Effective Date

(¢) 'The amendments made by this soction shall apply
in the case of lnp-sum death payments under such section
202 (i) on the basis of the wages and self-employment
income of any individual who dies after the month in which
this Act is enacted.

ELIGIBILITY OF DISABLED PERSONS FOR CHTLD'S INSURANCE
BENEFITS
Provisions Relating to Dependency

SEec. 806. (a) Section 202 (d) of the Social Security-
"Act is amended by striking out ‘“‘who has not attained the
nge of eighteen” each place it nppeeirs‘ in paragraphs (3),

~ (4), and (b) thereof, and by striking out paragraph (6).
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Effective Date
(b) The amendments made by this section shall apply
with respect to monthly bonefits under section 202 of the
Bocial Becurity Act for months beginning after the date of
enactment of this Aot, but only if an application for such
benefits is filed on or after such date.
ELIMINATION OF MARRIAGE AS BASIS FOB TERMINATING
OFRTAIN SURVIVORS BENEFITS
Ohild’s Insurance Benefits
Beo. 807. (a) Soction 202 (d) of the Social Security
Act is amended by inserting immediately after paragraph
(56) thereof the following new paragraph:
‘“(6) In the case of a child who has attained the age of
eighteen and who marries—

“(A) an individual entitled to benefits under sub-
section (a), (e), (f), (g), or (b) of this section or
under section 228 (a), or

“(B) another individual who has attained the age
of eighteen and is entitled to benefits under this sub-
section,

such child’s entitlement to benefits under this subsection
shall, notwithstanding the provisions of paragraph (1), not
be terminated by reason of such marriage; except that, in
the case of such a marriage to a male individual entitled to

benefits under section 223 (a) or thig subsection, the pre-

20748 0—58——4¢
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coling provisions of this paragraph shall not apply with

~pespect to benefits for months after the lnst mnonth for which

- such individual is entitled to such benefits under seotion 228

(a) or this subseotion unless (i) he ceases to be so entitled
by reason of his death or (ii) in the caso of un individual

who was entitled to benefits under seotion 228 (a), he is

.entitled, for tho month following such last month, to benefits

undor subseotion (a) of this scotion.”

Widow’s Insurance Benefits

(b) Section 202 (o) of such Act is amended by insert-

.ing at the end theroof the following new paragraph:

“(4) Inthe case of a widow who marrics—

“(A) an individual entitled to bonefits under sub-
section (f) or (h) of this section, or

“(B) an individual who has attained the age of
. eighteen and is entitled to benefits under subsection (d),
such widow’s entitlement to benofits under this subsection
shall, notwithstanding the provisions of paragraph (1), not
be terminated by reason of such marringe; except that, in
the case of such a marriage to an individual: entitled to

benelits under subsection (d), the preceding provisions of

. this paragraph shall not apply with respect to benefits for
_months after the last month for which such individual is

entitled to such benefits under subsection (d) unless he
ceases to be so entitled by reason of his death.”
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Widower's Insurance Benefits
(e) Section 202 (f) of such Act iv amended by adding
ut tho end thereof the following new puragraph:
“(4) In the case of a widower who marries—
“(A) an individual entitled to benefits under suh-
soction (e), (g),or (h), or
“(B) an individual who has attained the age of
eightcen and is entitled to benefits under subsection (d),
such widower’s entitloment to bencfits under this subsection
shall, notwithstanding the provisions of paragraph (1),
not be terminated by reason of such marriage.”
Mother’s Insuranco Benefits
(d) Section 202 (g) of such Act is amended by adding
after paragraph (3) (added by scction 303 of this Act)
the following new paragraph:
‘“(4) In the case of a widow or former wile divorced
who marries—
“(A). an individual entitled to benefits under sub-
section (a), (f), or (h), or under section 223 (a), or
“(B) an individual who hns attained the age of
eighteen and is entitled to benefits under subsection (d),

the entitlement of such widow or former wife divorced to

~ benefits under this subsection shall, notwithstanding the pro-
‘vigions of paragraph (1), not be terminated by reason of

such marriage; except that, in the case of such a marriage

46
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to an individual entitled to benefits under section 223 (a) or
subsection (d) of this section, the preceding provisions of
this pamgmpli shall not apply with respect to benefits for
months after the last month for which such individual is
entitled to such benefits under section 223 (a) or subsection
(d) of this section unless (i) he ceases to e so entitled by
reason of his death or (ii) in the case of an individual who
was entitled to benefits under section 228 (a), he is entitled,
for the month following such last month, to benefits under
subsection (a) of this section.”
Parent’s Insurance Benefits

(e) Section 202 (h) of ;xuch Act is amended by add-
ing at the end thereof the following new paragraph:

‘“(4) In the case of a parent who marries—

“(A) an individual entitled to henefits under this
subsection or subsection (e), (f), or (g), or
“(B) an individual who has attained the age of

eighteen and is entitled to benefits under subsection

(d),
such parent’s entitlement to benefits under this snbsection
shall, notwithstanding the provisions of paragraph (1), not
be terminated by reason of such marriage; except that, in
the case of such a marriage to a male individual entitled
to benefits under subsection (d), the preceding provisions
of this paragraph shall not apply with respect to benefits
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for months after the last month for which such individual
is entitled to such bencfits under subsection (d) unless he
ceases to be so entitled by reason of his death,”
Deduction Provisions

(f) Subsection (o) of section 203 of such Act is
amended by inserting “(1)” after “(c)”, by redesignating
subparagraphs (1) and (2) as subparagraphs (A) and
(B), respectively, by striking out “paragraph (1)” and
inserting in lieu thereof “subparagraph (A)”, and by add-
ing at the end of such subsection the following new para-
graph:

“(2) Deductions shall be made from any child’s insur-
ance benefit to which a child who has attained the age of
eighteen is entitled or from any mother’s insurance benefit
to which a person is entitled until the total of such deductions
equals such child’s insurance benefit or benefits or mother’s
insurance benefit or benefits under section 202 for any
month—

“(A) in which such child or person entitled to
mother’s insurance benefit is married to an indi-
vidual entitled to old-age insurance benefits under sec-
tion 202 (a) who is under the age of seventy-two and
for which month such individual is charged with any
earnings under the provisions of subsection {e) of this

section, or

47
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“(B) in which such child or person entitled to
- ‘mother’s insurance benefits is married to the indi-
vidual referred to in subparagraph (A) and on seven
or more different calendar days of which such indi-
- vidual engaged in noncovered remunerative activity out-
i gide the United States,”
Deductions on Account of Refusal To Accept Rehabilitation
-+ Bervices
~ (@) Bection 2223 (b) of such Act is amended by insert-
ing “(1)" after *“(b)", and by adding at the end thereof
the following new paragraph:

“(2) Deductions shall be made from any child’s in-
surance benefit to which a child who has attained the age of
eighteen is ontitled or from any mother's insurance benefit
to which a person is entitled until the total of such deduo-
tions equals such child’s insurance benefit or benfits or
‘mother’s. insurance benefit or- benefits under section 202

for any month in which such child or person entitled to

- mother’s insurance benefits is married to an individual who

. is entitled to disability insurance benefits and in which such

individual refuses to accept rehabilitation services and a -
deduction, on account of such refusal, is imposed under
paragraph (1). If both this paragraph and parsgraph (3)
are applicable to a child’s insurance benefit for any month,
raly an - .ount equal to such benefit shall be deducted.”
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Effective Date

(h) (1) The amendments made by this section (other
than by subsections (f) and (g)) shall apply with respect
to monthly henefits under section 202 of the Bocial Security
Act for months following the month in which this Act is
enacted; except that in any case in which henefits were ter-
minated with the olose of the month in which this At is
enacted or any prior month and, if the amendments made by
this section had been in effect for such month, such henefits
would not have been terminated, the amendments made by
this section shall apply with jrespect to monthly benefits
under section 202 of the Social Security Act for months
beginning after the date of enactment of this Act, but only
if an application for such henefits is filed after such date,

(2) The amendment made by subsection (f) shall ap-
ply with respect to monthly henefits under section 202 (d)
of the Sacial Becurity Act for months in any taxable year,
of the individual on the basis of whose wages and self-em-
ployment income such benefits are payable, beginning after

the month in which this Ae¢t is enacted.

(8) The amendments made by subsection (g) shall

apply with respect to monthly benefits under section 202 of
the Social Security Act for months, occurring after the month

in which this Act is enacted, in which a deduction is incurred

49
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under paragraph (1) of section 222 (b) of the Social Se-
ourity Aot.
AMOUNT WHIOH MAY BE BARNED WITHOUT 1083 OF
BENEFITS

8ro. 808, (a) Bection 208 (e) (2) of such Act is
amended by striking out “last month” and ‘‘preceding
month” wherever they appear and substituting in lieu thereof
“first month” and “succeeding month”, respectively.

(b) Section 208 (e) (8) (A) of such Act is amended
by striking out “the term ‘last month of such taxable year’
means the latest month” and substituting in lieu thereof
“the term ‘first month of such taxable year’ means the
earliest month”,

(c) Subsections (e) (2) (D) and (e) (8) (B) (ii)
of section 203 of such Aot are each amended by striking
out “$80” and inserting in lieu thereof “$100”,

(d) Section 208 (g) (1) of such Act is amended to
read as follows:

“(g) (1) (A) If an individual is entitled to any
monthly insurance benefit under section 202 during any
taxable year in which-he has earnings or wages, as com-
puted pursuant to paragraph (4) of subsection (e), in
excess of the product of $100 times the number of months
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in such year, such individual (or the individual who is in
receipt of such benefit on his behalf) shall make a report to
the Secretary of his earnings (or wages) for such taxable
year. Such report shall be made on or before the fifteenth
day of the fourth month following the close of such year,
and shall contain such information and be made in such
manner a8 the Secretary may by regulations prescribe. Such
report need not be made for any taxable year (i) beginning
with or after the month in which such individual attained
the age of 72, or (ii) if benefit payments for all months (in
such taxable year) in which such individual is under age 72
have been suspended for all such months 'of such year under
the provisions of the first sentence of paragraph (3) of this
subsection,

“(B) If the benefit payments of an individual have
been suspended for all months in any taxable year under
the provisions of the first sentence of paragraph (3) of sub-
section (g), no benefit payment shall be made to such
individual for any such month in such taxable year after the
expiration of the period of three years, three months, and

fifteen days following the close of such taxable year unless
~within guch period the individual, or some other person
. entitled to benefits under this title on the basis of the same

wages and self-employment income, files with the Secretary

61
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information showing that a benefit for such month is payable

" to such individual.”

(e) Section 208 (1) of such Aot is amended by striking
out ““(g)” and inserting in Lieu thereof “(g) (1) (A)”.

" (f) The amendments made by this section shall be
applicable with respect to taxable years beginning after the
month in which this Act is enacted. | o
RRPRESENTATION OF OLAIMANTS BRFORE SECRETARY OF

' HBALTH, EDUOATION, AND WELFARE
- BeO. 809: The second sentence of ‘section 208 of the
Bocial Security Aot is amended by striking out “apon filing

"with the Adminigmtor a oertificate of his right to so practice
from the presiding judge or clerk of any such court”.

OFFRNSES UNDER TITLB I OF THE SOCIAL SEOURITY AOT
'8gO. 810, Section 208 of the Social Becunty Act is

' 'lmendod to read as follows:

“mﬁnumns
“Spo. 208. Whoever— ¥’
" “(s) for the purpose of causing an increass in any
"' payment authorized to be made under this'title, or for
the ‘purpbse of osusing any payment to bé made where
no payment is authorized under tliis title, shall miake or
'~ ‘cause to' be niade"any false statement or' represetitation

+ ' PR
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(including any false statement or representation in con-
nection with any matter arising under subchapter E of
chapter 1, or subchapter A or E of chapter 9 of the
Internal Revenue Code of 1989, or chapter 2 or 21 or
subtitle I of the Internal Revenue Code of 1954) as to—

“(1) whether wages were paid or received for
employment (as said terms are defined in this title
and the Internal Revenue Code), or the amount of
wages or the period during which paid or the person
to whom paid; or ,

“(2) whether net earnings from self-employ-
ment (as such term is defined in this title and in the
Internal Revenue Code) were derived, or as te
the awount of such net earnings or the period dur-

.. ing which or the person by whom derived; or
. “(8) whether a person entitled to benefits
~under thig title had earnings.in or for p. particular
-period (s, determined under section 208 (e) of
this title for purposes. of deductions from benefits) ,
or ag to the amount thereof; or ,
- “(b) makesoronusestobemademyfalsemte-

- ment. or representation of a material fact in any appli-
cation for any payment or for & disability determination
-, under this title; or

»“{0) atany nmemakesxorcauses to bemudemy
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false statement or representation of a material fact for
use in determining rights to payment under this title; or
“(d) | having knowledge of the occurrence of any
event affeoting (1) his initial or continued right to any
payment undor this title, or (2) the initial or continued
right to any payment of any other individual in whose
behalf he has applied for or is receiving such payment,
oconoeals or fails to disclose such event with an intent
fraudulently to secure payment either in a greater
amount than is due or when no payment is authorized;
or
“(e) having made application to receive payment
under this title for the nse and benefit of another and
baving received such a payment, knowingly and willfully
oconverts such a payment, or any part thereof, to a use
other than for the use and benefit of such other person;
shall be guilty of a misdemeanor and upon conviction thereof
shall be fined not more than $1,000 or imprisoned for not
more than one year, or both.”
SIOK-LBAVE PAY OF STATE AND LOCAL BMPLOYEES
8ro. 811. (a) Subsection (i) of section 209 of the Social
Security Aot is amended by inserting immediately before
the semicolon a period and the following: “As used in this
subsection, the term ‘sick pay' includes remuneration for

service in the employ of a State, or a political subdivision
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(a8 dofined in scction 218 (b) (2)) of a Btate, or an
instrumentality of two or more States, paid to an employee
thereof for a period during which he was absent from work
hecause of sickness’,

(b) The amendment made by subsection (a) shall be
applicable to remuneration paid after the enactment of this
Act, except that, in the case of any coverage group which
is included under the agreement of a State under section 218
of the Social Security Act, the amendment made by subsection
(¢, *hall also be applicable to remuneration for any member
of suoch coverage group with respect to services performed
after the effective date, specified in such agreement, for such
coverage group, if such State has paid or agrees, prior to Jan-
uary 1, 1059, to pay, prior to such dats, the amounts which

- under section 218 (e) would have been payable with respect

to remuneration of all members of such coverage group had
the amendment made by subsection (a) been in effect on and
after January 1, 1951, Failure by s State to make such
payments prior to January 1, 1959, shall be treated the same
as failure to make payments when due under section 218 (e).
EXTENBION OF OOVERAGE IN CONNECTION WITH GUM RESIN
S - PRODUOTS
Sro. 812. (a) Section 210 (a) (1) of the Bocial
Security Act is amended to read as follows:
“(1) Bervice performed by foreign agricultural

b5
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workers (A) under contracts entered into in acoord-

‘ance with title V of the Agricultural Aot of 1949, as

amended, or (B) lawfully admitted to the United States
from the Bahamas, Jamaica, and the other British

 Weat Indies, or from any other foreign ocountry or
-+ possession thereof, on :a'temporary :basis to perform

agricultural labor;”,
+(b) The amendment made by subsection (a) shall apply

‘with respeot to servioe performed after 1958,

. EMPLOYMENT FOR NONPROFIT ORGANIZATION

»+. BB0. 818. (a) Beotion 210 (a) (8) (B) of title' IT of
- the Social SBecurity Aot is amended to read as follows:

. *(B). Bervice performed in the employ of a reli-
gious, charitable, educational; or other organization de-

. saribed in section 501:(0) (8) of the Internal Revenue
‘Code of 1954, which is exempt from inoome tax under -

section 501 (s) of such Code, but this subparagraph

- shall not apply b service performed during the period

:for which & oertificate, filed putsuant tq section 8121
- (k) of.the Internal Revenue Code. of 1954, is in effest
- -if such servioe is performed by an employse— . .

“(i) whose signature appears on the list filed
.by smch organization under such section 8121 (k),
“(ii) -who beoame an employee of such organi-

. . C e, s
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‘zation after the calendar quarter in which the cer-
tificate. (other than a certificate referred to in clause
(iii) ) was filed, or
“(iii) who, after the calendar quarter in which
the ocertificate was filed with respect to a group
. described in paragraph (1) (E) of such section
- 8121 (k), became a member of such group,
except that this subparagraph shall apply with respect
to service performed.by an employee as a member of
a group desoribed in such ‘paragraph (1) (E) with
respect to which no ocertificate is in effect;”.
(b) The amendment made by subsection (a) shall
apply with respect to certificates filed under section 8121
(k). (1) of the Internal Revenue Code of 1954 after the
date of enactment of this Act.
PARTNER'S TAXABLE YEAR ENDING AS RESULT OF DEATH
8g0. 314. (a) Bection 211 of the Bocial Becurity Act is
amended by adding at the end thereof the following new
subsection:

~ “Portner’s Taxable Year Ending as Besult of Death .
a-
. employment for his taxable year which ends as a result of his
death (but only if such taxable year ends within, and not

. - {f) .In computing a partuer’s net earnings from self-

with, the taxable year of the partnership), there shall be in-
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oluded so mqoh of the deceased partner’s distributive share
of the partnership’s ordinary income or loss for the partner-
ship taxable year as is not attributable to an interest in the
partnership during any petiod beginning on or after the first
day of the first calendar month following the month in which
such partner died. For purposes of this subsection—

“(1) in determining the portion of the distributive
share whioh is attributable to any period s} «vified in the
preceding sentence, the ordinary income or loss of the
partnership shall be treated as having been realized or
sustained ratably over the partnership taxable year; and

“(2) the term ‘deceased partner’s distributive
share’ includes the share of his estate or of any other
person succeeding, by reason of his death, to rights with
respect to his partnership interest.” ‘

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

(1) with respect to individuals who die after the
date of the enactment of this Aot, and

(2) with respect to any individual who died after
1955 and on or before the date of the enactment of this
Act, but only if the requirements of section 403 (b) (2)

of this Act are met.
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GRATUITOUS WAGR OREDITS FOR AMERIOCAN OITIZENS WHO
SERVED IN THE ABMED FOROES OF ALLIED COUNTRIES

General Rule
8ro. 815. (a) Bection 217 of such Act is amended by

adding at the end thereof the following new subsection:

“(h) (1) For the purposes of this section and section

215 (d), any individual who the Secretary finds—

‘“(A) served during World War II (as defined in
subsection (d) (1)) in the active military or naval
service of a country which was on September 16, 1940,
at war with a country with which the United States
was at war during World War II;

‘“(B) entered into such active service on or before
December 8, 1941;

“(0) was a citizen of the United States through-
out such period of service or lost his United States
citizenship solely because of his entrance into such
service;

“(D) had resided in the United States for a period
or periods sggregating four years during the five-year
period ending on the day. of, and was domiciled in the
United States on the day of, such entrance into such
active service; and

“(E) (i) was discharged or released from such

20743 O—bH8——b5
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service under conditions other than dishonorable after
~ active service of ninety days or more or by reason of a
disability or injury inourred or aggravated in service in

~ line of duty, or ~

- %“(ii) died while in such service,
shall be considered a World War II veteran (as defined in
subseotion (d) (8)) and such servioe shall be considered

- to have been performed in the active military or naval serv-

ioe of the United States.

“(3) In the case of any individual to whom paragraph
(1) applies, proof of support required under section 202
(k) may be filed by a parent at any time prior to the ex-

. piration of two years after the date of such individual’s

death or the date of the enactment of this subsection, which-
ever is the later.” . |

Reimbursement to Disability Insurance Trust Fund

(b) (1) Bection 217 (g) (1) of the Social Becurity
Aot is amended by deleting “Trust Fund” and. inserting in
lien thereof ‘“Trust Funds”. ' '

-(2) Bection 217 (g) (2) of the Bocial Security Act is
amended by deleting “the Trust Fund” each time it appears
therein and inserting in lien thereof “the Federal Old-Age
and Survivors Insurance Trust Fund” the: first time and
‘such Trust Fund” the other times.
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Effective Date
(o) (1) The amendment made by subsection (a)
shall apply only with respect to (A) monthly benefits
under sections 202 and 228 of the Social Security Act for
months after the month in which this Act is enacted, (B)
lump-sum death payments under such section 202 in the
case of deaths ocourring after the month in which this Act
is enacted, and (O) periods of disability under seotion 216

... (i) in the case of applications for a disability determination

filed after the month in which this Act is enacted.
(2) In the case of any individual—
. (A) who is a World War II veteran (as defined
in section 217 (d) (2) of the Bocial Security Act)

wholly or partly by reason of service described in section

217 (h) (1) (A) of such Act;and -~
- (B) who (i) became entitled to old-age insurance
. -benefits under seotion 203 (a) of the Social Security

Aot or to disability insurance benefits under sesiion 228
-of such Act prior to the first day of the monih follow-'

ing the month in.which this Act is enacted, or (ii)

died prior to:such first 'day, and whose widow, former-
. - wife divorced, widower, child, or parent is entitled for
. -the month in which this Aet is ma&od, on the basis of -

-his wages and self-employment income; to & monthly
.+ benefit under section 202 of such Act;and

61:
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(C) any part of whoso sorvice doscribed in section
217 (h) (1) (A) of the SBocial Security Aot was not
included in the computation of his primary insurance
amount under section 215 of such Act but would have
beon included in such computation if the amendment
made by subsection (a) of this section had been effective

prior to tho date of such computation,
the Seorctary of Health, Kducation, and Welfare shall, not-
withstanding the provisions of section 216 (f) (1) of the
Social Security Act, recompute the primary insurance
amount of such individual upon the filing of an application,
after the month in which this Act is enacted, by him
or (if he has died without filing such an application) by
any person entitled to monthly benefits under section 202
of the Social Seeurity Aot on the basis of his wages and
self-employment income. Such recomputation shall be made
only in the manner provided in title II of the Bocial Becurity
Act as in effect at the time of the last previous computation
or recomputation of such individual’s primary insurance
amount, and as though application theréfor was filed in the

month in which application for such last previous computa-

.tion or recomputation .was filed. No recomputation made

under this subsection shall be regarded as a recomputation
under section 215 (f) of the Social Security Act. Any such
recomputation shall be effective for.and after the twelfth
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month before the month in which the application is filed, but
in no case for the month in which this Act is enacted or
any prior month,
POBITIONS COVERED BY STATE AND LOOAL BETIREMENT

SYSTEMS

Division of Retirement Systems

Sro. 816. (a) (1) Bection 318 (d) (6) of the Bocial
Becurity Act is amended to read as follows:

“(6) (A) If a retirement system covers positions of
employees of the State and positions of employees of one or
more political subdivisions of the State, or covers positions
of employees of two or more political subdivisions of the
State, then, for purposes of the preceding paragraphs of this
subsection, there shall, if the State so desires, be deemed to
be a separate retirement system with respect to any one or
more of the political subdivisions concerned and, where the
retirement system covers positions of employees of the
Btate, a separate retirement system with respect to the State
or with respect to the State and any one or more of the
political subdivisions concerned.

“(B) If a retirement system covers positions of em-
ployees of one or more institutions of higher learning, then,
for purposes of such preceding paragraphs there shall, if the
State so. desires, be deemed to be a separate retirement sys-
tem for the employees of each such institution of higher
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learning. For the purposes of this subparagraph, the term
‘Institutions of higher learning’ includes junior colleges and
teachers colleges.

“(0) For the purposes of this subsection, any
retirement system established by the State of California,
Oonnectiout, Florida, Georgia, Massachusetts, Minnesota,
New York, North Dakota, Pennsylvania, Rhode Island,
Tennessee, Washington, Wisconsin, or the Territory of Ha-
waii, or any political subdivision of any such State or Terri-
tory, whioh, on, before, or after the date of enactment of this
subparagraph is divided into two divisions or ‘parts,
one of which is composed of positions of members of such
system who desire coverage under an agreement under this
section and the other of which is composed of positions of
members of such system who do not desire such coverage,
ghall, if the State or Territory so desires and if it is provided
that there shall be included in such division or part composed
of members desiring such coverage the positions of individ-
uals who become members of such system after such cover-
age is extended, be deemed to be a separate retirement sys-
tem with respect to each such division or part. '

“(D) The position of any individual which is covéred by
any retirement system to which subparagraph (C) is appli-
cable shall, if such individual is ineligible to become a mem-
ber of such system on August 1, 1956, or, if later, the day
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he first ocoupies such position, be deemed to be covered
by the soparate retirement system consisting of the positions
of members of the division or part who do not desire cover-
age under the insurance system established under this title.
“(E) An individual who is in a position covered by a
retirement system to which subparagraph (C) is applicable

and who is not a member of such system but is eligible to

- become a member thereof shall, for purposes of this subsec-

tion (other than paragraph (8)) be regarded as a member
of such system; except that, in the case of any retirement
system a division or part of which is covered under the
agreement (either in the original agreement or by a modi-
fication thereof) , which coverage is agreed to prior to 1960,
the preceding provisions of this subparagraph shall apply
only if the State so requests and any such individual re-
ferred to in such preceding provisions shall, if the State so
requests, be treated, after division: of the retirement system
pursuant to such subparagraph (C), the same as individuals
in positions referred to in subparagraph (F).

“(F) In the case of any retirement system divided pur-

- suant to subparagraph (C), the position of any member of
‘the division or part composed of positions of members who

do not desire coverage may be transferred to the separate
retirement system ‘composed of positions of members who
desire such coverage if it is so provided in a8 modification of

65
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“suoch agreement which is mailed, or delivered by other

means, to the Seoretary prior to 1960 or, if later, the expira-
tion of one year after the date on which such agreemont, or
the modification thereof making the agreement applicable to
such separate retirement system, as the case may be, .is
agreed to, but only if, prior to such modification or such
later modification, as the case may be, the individual occu-
pying such position files with the State a written request
for such transfer.

“(@) For the purposes of this subsection, in the case
of any retirement system of the State of Florida, Georgia,
Minnesota, North Dakota, Pennsylvania, Washington, or
the Territory of Hawaii which covers positions of employees
of such State or Territory who are compensated in whole
or in part from grants made to such State or Territory under
title ITI, there shall be deemed to be, if such State or Terri-
tory so desires, a separate retirement system with respect to
any of the following:

“(i) the positions of such employees; -

. “(ii) the positions of all employees of such State
or Territory covered by such retirement system who are
employed in the department of such State or Territory
in which the employees referred to in clause (i) are

employed; or
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“(iii) employees of such State or Territory cov-
erod by such retirement system who are employed in
such department of such State or Territory in positions

other than those referred to in clause (i).”

(2) Paragraph (7) of section 218 (d) of such Act is
amended by striking out ““ (created under the fourth sentence
of paragraph (6) )" and inserting in lieu thereof “ (created
under subparagraph (O) of paragraph (6) or the corre-
sponding provision of prior law)”’; and by striking out “the
fourth and fifth sentences of paragraph (6)" and inserting
in lieu thereof “‘subparagraphs (C) and (D) of paragraph
(6)”.

(8) The second sentence of paragraph (2) of section
218 (k) of such Act is amended by striking out “the pre-
ceding sentence” and inserting in lien thereof “the first sen-
tence of this paragraph”. The last sentence of such para-
graph is amended by striking out “the fomrth sentence of
subsection (d) (6)" and inserting in lieu thereof ‘‘sub-
paragraph (C) of subsection (d) (8)". Such paragraph
is further amended by inserting after the first sentence the
following new sentence: “An individual who is in a position
covered by a retirement system divided pursuant to the
preceding sentence and who is not a member of such system
but is eligible to become a member thereof shall, for purposes

of this subsection, be regarded as a member of such system.
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Coverage under the agreement of any such individnal shall
be provided under the same conditions, to the extent prac-
ticable, as are applicable in the case of the States to which
the provisions of subsection (d) (6) (O) apply.”
Ooverage Under Other Retirement Systems

(b) Bection 218 (d) of such Act is amended by adding
at the end thereof the following new paragraph:

“(8) (A) Notwithstanding paragraph (1), if under the
provisions of this subsection an agreement is, after December
31, 19568, made applicable to service performed in positions
covered by a retirement system, service performed by an
individual in @ position covered by such a system may not be
excluded from the agreement because such position is also
covered under another retirement system,

“(B) Subparagraph (A) shall not apply to service
performed by an individual in a position covered under a
retirement system if such individual, on the day the agree-
ment is made applicable to service performed in positions cov-
ered by such retirement system, is not A member of such
system and is a member of another system.

“(C) If an agreement is made applicable, prior to 1959,
to service in positions covered by any retirement system, the
preceding provisions of this pamgmph shall be applicable
in the case of such system if the agreement is modified to so

provide, -



® ® A O R e W B

10
1
12

13

14
16
16
17

18

19

21

8

&

SOCIAL BECURITY

68
“(D) Except in the case of agreements with the States
named in subsection (p) and agreements with interstate
instrumentalities, nothing in this paragraph shall authorize
the application of an.agreement to service in any policeman’s
or fireman’s position.”
Retroactive Coverage
(o) (1) Bection 218 (f) of such Act is amended
by inserting ““(1)” immediately after “(f)”, by redesignat-
ing clauses (1), (2), (8), and (4) thereof as clauses (A),
(B), (O), and (D), respectively, and by adding at the
end thereof the following new paragraph:
“(2) In the case of service performed by members
of any coverage group—
“(A) to which an agreement under this section
is made applicable, and
“(B) with respect to which the agreement, or
modification thereof making the agreement so applicable,
specifies an effective date earlier than the date of execu-

tion of such agreement. and such modification, re-

spectively,

“the agreement shall, if so requested by the State, be ap-

plicable .to such services (to the extent the agreement was

not already applicable) performed before such date of execu-

69

tion. and after such effective date by any individual as &

member of such coverage group if he is such a member on
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~.a date, spacified by. the State, which is earlier than such date

of execution, except that in no case-may the date so specified

e earlier than the date such agreement or-such modification,

as the case may be, is mailed,. or delivered by other means,

to the Secretary.”

(2) The amendment made by this subseotion shall ap-
ply in the case of any agreement, or modification of an
agreement, under seotion 218 of the Bocial Security Act,
which is executed after the date-of enactment of this Aoct.

POLIOEMEN AND FIREMEN OF INTERSTATR INSTRU-
. MENTALITIES -
.80, 817, SBubsection (k) of seotion 218 of the Social
Security Aot is amended by adding at the end thereof the

- following new. paragraph:.

“(8) Any agreement with any instrumentality of two

or more States entéred into pursuant to this Act may,

' notwithstanding the pmvisions‘o.f sabsection (d) (5) (A)
- and the referencus ‘thereto:in subseotionis (d) (1) and (d)

:(3), apply to service performed by employees of such in-

strumentality in any policeman's or fireman’s position covered

::by a retirement system, but only upon compliance, to the
. extent practicable, with the requirements of subsection (d)

- (8). For the purpose of the preceding sentence, a retire-

ment system which covers positions of policemen or* firemen, -

or both, and other positions shall, if the instrumentality con:



© ® a9 & & + W O

B B 8

= &

E B 2B E5 5 3 5 8

BOCIAL BECURITY

70
cerned so desires, be deemed to be a separate retirement
system with respect to the positions of such policemen or
firemen, or both, as the case may be.”
TITLE 1IV—-AMENDMENTS T0 THE INTERNAL
REVENUE CODE OF 1954
OHANGES IN TAX SOHEDULRS
‘Self-Employment Income Tax

Src. 401. (a) Section 1401 of the Internal Revenue
Code of 1964 (relating to rate of tax on self-employment
income) is amended to read as follows:

“SEC. 1401, RATE OF TAX.

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

“(1) in the case of any taxable year beginning

after December 31, 1958, and before January 1, 1960,

the tax shall be équal to 84 percent of the amount of

the self-employment income for such taxable year;
““(2) in the case of any taxable year beginning after

December 31, 1959, and before January 1, 1968, the

tax shall be equal to 4 percent of the amount of the

self-employment income for such taxable year;
“(8) in the case of any taxable year beginning

71
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after December. 81, 1962, and before January 1, 1966,

the tax shall be equal to 5} percent of the amount of

the self-employment income for such taxable year;
-“(4) in the case of any taxable year beginning

after December 81, 1965, and before January 1, 1969,

the tax shall be equal to 6 percent of the amount of

the self-émployment income for such taxable year; and
“(8) in the case of any taxable year beginning
after December 81, 1968, the tax shall be equal to

6% percent of the amount of the self-employment income

for such taxable year.”

Tax on Employees

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

“SEC. 3101. RATE OF TAX. .

“In addition to other taxes, there is hereby imposed
on the fneome of every individual a tax equal to the follow-
ing percentages of the wages (as defined in section 3121
(a)) received by him with respect to employment (as
defined in section 3121 (b))—

“(1) with respect to wages received during the
calendar year 1959, the rate shall be 24 percent;
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“(2) with respect to wages received during the
calendar years 1960 to 1962, both inclusive, the rate
shall be 3 percent;

“(8) with respect to wages received during the
calendar years 1963 to 1965, both inclusive, the rate
shall be 34 percent;

“(4) with respect to wages received during the
calendar years 1966 to 1968, both inclusive, the rate
shall be 4 percent; and

“(5) with respect to wages received after Decem-
ber 81, 1968, the rate shall be 4} percent.”

Tax on Employers

(o) Section 8111 of such Code (relating to rate of tax
on employers under the I'c .-al Insurance Contributions
Act) is amended to read as follows:

“SEC. 8111, RATE OF TAX.

“In addition to other taxes, there is hereby imposed on
every employer an excide tax, with respect to having indi-
viduals in his employ, equal to the following percentages of
the wages "(as defined in section 8121 (a)) paid by him
with respect to employment (as defined in section 3121
b))~ |

" “(1) with respect to wages paid during the calen-
dar year 1959, the rate shall be 24 peroent; -

“(2) with respect to wages paid during the calen-
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dar years 1960 to 1962, both inclusive, the rate shall ho
- 8 percent;
“(8) with respect to wages paid during the calon-
dar yoars 1968 to 1965, both inclusive, the rate shall be
34 percent;
“(4) with rospect to wages paid during the calen-
dar years 1966 to 1968, both inclusive, the rate shall be
4 percent; and
“(5) with respect to wages paid after Decembeor
81, 1968, the rate shall be 44 percent.”
Effective Dates
(d) The amendment made by subsection (a) shall
apply with respect to taxable years beginning after Decem-
ber 81, 1958. The amendments made by subsections (b)
and (c) shall apply with respect to remuneration paid after
December 81, 1958. '
INCREASE IN TAX BASE
Definition of Self-Employment Income
SE0. 402. () (1) Subparagraph (B) of section 1402
(b) (1) of the Internal Revenue Code of 1954 is amended

~ to read as follows:

~ “(B) for any taxable year ending after. 1954
and before 1959, (i) .$4,200, minus (ii) the
amount of the wages paid to such individual during

. the taxable year; and”. -
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(2) Paragraph (1) of section 1402 (b) of such Code
is further amended by adding at the end thereof the following
new subparagraph:
“(0) for any taxable year ending after 1958,
(i) 84,800, minus (ii) the amount of the wages
paid to such individual during the taxable year; or”.
Definition of Wages
(b) Section 8121 (a) of such Code (relating to the
definition of wages) is'amended by striking out “§4,200”
wherever it appears and inserting in lieu thereof “$4,800”,
Federal Bervice
(¢) Bection 3122 of such Code (relating to Federal
service) is amended by striking out “$4,200” wherever it
appears and inserting in lieu thereof “$4,800”.
| .« Refunds |
(d) (1) Paragraph (1) of section 6413 . (c) of such
Code is amended to read as follows:

“(1) IN GENERAL.—If by reason of an employee
receiving wages from more than one employer during a
calendar year after the calendar year 1950 and prior to
the calendar year 1955, the wages received by him during
such year exceed. $3,600, the employee shall be entitled

" (subject to the provisions of section 31 (b)) to a credit
or refund of any amount of tax, with respect to such
- wages, imposed by section 1400 of the Internal Revenue

20743 0—58——0
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Code of 1939 and deducted from the employee’s wages
(whether or not paid to the Secretary or his delegate),
which exceeds the tax with respect to the first $3,600
of such wages received; or if by reason of an employee
receiving wages from more than one employer (A)
during any calendar year after the calendar year 1954
and prior to the calendar year 1959, the wages received
by him during such year exceed $4,200, or (B) during
any ‘calendar year after the calendar year 1958, the
wages received by him during such year exceed
provisions of section 81 (b)) to a credit or refund of
any amount of tax, with respect to such wages, imposed
by section 3101 and deducted from the employee’s
wages (whether or not paid to the Secretary or his
delegate), which exceeds the tax with respect to the
first $4,200 of such wages received in such calendar
year after 1954 and before 1959, or which exceeds the

- tax with respect to the first $4,800 of such wages

received in such calendar year after 1958.”
(2) Subparagraph - (A) of section 6418 (¢) (2) of

such Code is amended to read as follows:

“(A) FepERAL EMPLOYRES.—In the case—of
remuneration received from the United States or a
wholly owned instrumentality thereof during any
calendar year, each head of a Federal agency or
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instrumentality who makes a return pursuant to
section 8122 and each agent, designated by the head
of a Federal agency or instrumentality, who makes
a return pursuant to such section shall, for purposes
of this subsection, be deemed a separate employer,
and the term ‘wages’ includes for purposes of this
subsection the amount, not to exceed $3,600 for the
calendar year 1951, 1952, 1953, or 1954, 84,200
for the calendar year 1955, 1956, 1957, or 1958,
or $4,800 for any calendar year after 1958, deter-
mined by each such head or agent as constituting
wages paid to an employee.”
Effective Date
(e) The amendments made by subsections (b) and (c)
shall be applicable only with respect to remuneration paid
after 1958.
PARTNER'S TAXABLE YEAR ENDING AS RESULT OF DEATH
General Rule
Sro. 403. (a) Section 1402 of the Internal Revenue
‘Oode of 1954 is amended by adding .at the end thereof the

following new subsection:"
“(f) PARTNER'S TAXABLE .YEAR ENDING A8 THE

- Resuvrr oF DEATH.—In computing. a partner’s net earnings

from self-employment for. his. taxable"year.which ends ag a
result of his death (but only if such taxable year ends withis,
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and not with, the taxable year of the partnership), there
shall be included so much of the deceased partner’s distribu-
tive share of the partnership’s ordinary income or loss for
the partnership taxable year as is not attributable to an
interest in the partnership during any period beginning on
or after the first day of the first calendar month following
the month in which such partner died. For purposes of this
subsection—

“(1) in determining the portion of the distributive
share which is attributable to any period specified in the
preceding sentence, the ordinary income or loss of the
partnership shall he treated as having been realized or
sustained ratably over the partership taxable year; and

“(2) the term ‘deceased partner’s distributive
share’ includes the share of his estate or of any other
person succeeding, by reason of his death, to rights with
respect to his partnership interest.”

Effective Date
(b) (1) Except ag provided in paragraph (2), the
amendment made by subsection (a) shall apply only with
respect to individuals who die after the date of the enﬁct-
ment of this Act. -
(2) Inthe case of an individual who died after 1955 and
on or before the date of the enactment of this Act, the amend-

ment made by subsection. (a) sbhall apply only if—:.. -
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(A) before January 1, 1960, there is filed a return
(or amended return) of the tax imposed by chapter 2
of the Internal Revenue Code of 19564 for the taxable
year ending as a‘result of his death, and
(B) in any case where the return is filed solely
for the purpose of reporting net earnings from self-em-
ployment resulting from the amendment made hy sub-
section (a), the return is accompanied by the amount
of tax attributable to such net earnings.
In any case described in the preceding sentence, no interest
or penalty shall he assessed or collected on the amount of
any tax due under chapter 2 of such Code solely hy reason
of the operation of section 1402 (f) of such Code.
S8ERVICE IN CONNECTION WITH GUM RESIN PRODUCTS

Sec, 404. (a) Section 3121 (b) (1) of the internal
Revenue Code of 1954 (relating to definition of employ-
ment) is amended to read as follows:

“(1) service performed b,s" foreign agricultural
workers (A) under contracts entered into in accord-
ance with title V of the Agricultural Act of 1949, as
amended (65 Stat. 119; 7 U. 8, C. 1461-1468), or
(B) lawfully admitted to the United States from the
Bahamas, Jamaica, and the other British West Indies,
or from any ether foreigh country or possession thereof,

on a temporary basis to perform agricultural labor;”.
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(b) ' The amendment made by subsection (a) shall
apply with respect to service performed after 1958,
NONPROFIT ORGANIZATION'S WAIVER OERTIFICATES
880, 405. (a) Section 8121 (k) (1) of the Internal
Revenue Code of 1954 is amended to read as follows:

“(1) WAIVER OF EXEMPTION BY ORGANIZA-

TION ,—
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“(A) An organization described in section 501
(c) (8) which is exempt from income tax under
section 501 (a) may file a certificate (in such form
and manner, and with such official, as may be pre-
scribed by regulations made nnder this chapter)
certifying that it desires to have the insurance sys-
tem established by title II of the Social Security
Act extended to service performed by its employees
and that at least two-thirds of its employees concur
in the filing of the certificate. Such certificate may
be filed only if it is accompanied by a list contain-
ing the signature, address, and social security ao-
count number (if any) of each employee who
concurs in the filing of the certificate. Such list

may be amended at any time prior to the expira-

- tion of the twenty-fourth month following the calen-

dar quarter in which the certificate is filed by filing
with the prescribed official a supplemental list or
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lists containing the signature, address, and social
security acoount number (if any) of each additional
employee who concurs in the filing of the certificate.
The list and any supplemental list shall be filed in
such form and manner as may be prescribed by
regulations made under this chapter.

“(B) The certificate shall be in effect (for
purposes of subsection (b) (8) (B) and for pur-
poses of section 210 (a) (8) (B) of the Social
Secarity Act) for the period beginning with which-
ever of the following may be designated by the
organization :

“(i) the first day of the calendar quarter
in which the certificate is filed,

“(ii) the first day of the calendar quarter
succeeding such quarter, or

“(iii) the first day of any calendar quarter
preceding the calendar quarter in which the
certificate is filed, except that, in the case

of a certificate filed prior to January 1, 1960,

such date may not be earlier than January 1,

1956, and in the case of a certificate filed after

1959, such date may not be earlier than the

first day of the fourth calendar quarter preced-

ing the quarter in which such certificate is filed.

81
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“(0) In the case of servico performed by an
employee whose name appears on a supplemental
list filed after the first month following the
calendar quarter in which the certificato is filed, the
certificato shall be in effect (for purposes of subsec-
tion (b) (8) (B) and for purposes of section 210
() (8) (B) of the Social Security Act) only with
respect to service performed by such individual for
the period beginning with tho first day of the calen-
dar quarter in which such supplemental list is filed.

“(D) The period for which a certificate filed
pursuant to this subsection or the corresponding sub-
section of prior law is effective may be terminated
by the organization, effective at the end of a calen-
dar quarter, upon giving 2 years’ advance notice in
writing, but only if, at the time of the receipt of
such notice, the certificate has been in effect for a
period of not less than 8 years. The notice of ter-
mination may be revoked by the organization by
giving, prior to the close of the calendar quarter
specified in the notice of termination, a written
notice of such revocation. Notice of termination™ or

revocation thereof shall be filed in such form dand
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manner, and with such official, as may be prescribed
by regulations made under this chapter.

“(E) If an organization described in subpara-
graph (A) employs both individuals who are in
positions covered by a pension, annuity, retirement,
or similar fund or system established by a State or
by a political subdivision thereof and individuals
who are not in such positions, the organization shall
divide its employees into two separate groups. One
group shall consist of all employees who are in
positions covered by such a fund or system and (i)
are members of such fund or system, or (ii) are
not members of such fund or system but are
eligible to become members thereof; and the other
group shall consist of all remaining employees. An
organization which has so divided its employees
into two groups may file a certificate pursuant to
subparagraph (A) with respect to the employees
in one of the groups if at least two-thirds of the
employees in such group concur in the filing of the
certificate. The organization may also file such a
certificate with respect to the employees in the
other group if at least two-thirds of the employees
in such other group concur in the filing of such
certificate,



N
&ﬁwwsszgss;:zszs

© ® A o x A 0 W

S8OCIAL SECURITY
88

“(F) An organigation which filed a certificate
under this subsection after ‘1058 but prior to the
enactment of this subparagraph may file a request
at any time before 1960 to have such certificate
effective, with respect to the service of individuals
who conocurred in the filing of such certificate
(initially or through the filing of a supplemental
list) prior to enactment of this subpﬂragmph and
who concur in the filing of such new request, for
the period beginning with the first day of any
calendar quarter preceding the first calendar quarter
for which it was effective and following the last
calendar quarter of 1955. Such request shall be
filed with such official and in such form and manner
as may he prescribed by regulations made under
this- chapter. If a request is filed pursuant to this
subparagraph—

“(i) for purposes of computing interest
and for purposes of section 6651 (Yelating to
addition to tax for failure to file tax return),
the due date for the return and payment of the

~ tax for any calendar quarter resulting from the
filing of such request shall be the last day of the
- calendar month following the calendar quarter

in which the request is filed; and
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“(ii) the statutory period for the assess-

ment of such tax shall not expire before tho

expiration of 3 years from such due date.

“(@) If a certificate filed pursuant to this para-
graph is effective for one or more calendar quarters
prior to the quarter in which the certificate is filed,
then—

“(i) for purposes of computing interest
and for purposes of section 6651 (relating to
addition to tax for failure to file tax return), the
due date for the return and payment of the tax
for such prior calendar quarters resulting from
the filing of such certificate shall be the last
day of the calendar month following the calen-
dar quarter in which the certificate is filed; and

“(ii) the statutory period for the assess-
ment of such tax shall not expire before the

expiration of 3 years from such due date.”

(b) Section 3121 (b) (8) (B) of the Internal Reve-
nue Code of 1954 is amended to read as follows:

“(B) service performed in the employ of a
religious, charitable, educational, or other organiza-

tion described in section 501 (¢) (3) which is

~ exempt from income tax under section 501 (a),

but this subparag=aph shall not apply to service per-
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formed during the period for which a certificate, filed
pursuant to subsection (k) (or the 6orresponding
subsection of prior law), is in offect if such service
is performed by an employee—
“(i) whose signature appears on the list
filed by such organization under subsection (k)
(or the corresponding subsection of prior law),
“(ii) who became an employee of such
organization after the calendar quarter in which
the certificato (other than a certificate referred
to in clause (iii)) was filed, or
“(iii) who, after the calendar quarter in
which the certificate was filed with respect to a
group described in section 3121 (k) (1) (E),
became a member of such group,
excopt that this subparagraph shall apply with re-
spect to service performed by an employee as &
member of a group described in section 3121 (k)
(1) (E) with respect to which no certif ~ate is in

offect;”.

(¢) The amendments made by subsections (a) and (b)

22 shall apply with respect to certificates filed under section

23 8121 (k) (1) of the Internal Revenue Code of 1954 after

24 the date of enactment of this Act.
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EXEMPTION OF UNEMPILOYMENT BENEFITS FROM LEVY
NEo. 406. Section 6334 (a) of the Internal Revenue
Oode of 19564 (relating to enumeration of property exempt
from levy) is amended by adding at the end thereof the
following new paragraph:

‘“(4) UNEMPLOYMENT BENEFITS.—Any amount
payable to an individual with respect to his unemploy-
ment (including any portion thereof payable with re-
spect to dependents) under an unemployment compensa-
tion law of the United States, of any State or Territory,
or of the District of Columbia or of the Commonwealth
of Puerto Rico.”

TITLE V—-AMENDMEN'TS RELATING TO PUBLIC
ASSISTANCE

OLD-AGE ASSISTANCE

Src. 501. Subsection (a) of section 8 of the Bocial-

: Becurity Act is amended to read as follows:

“(a) From the sums appropriated therefor, the Secre-

tary of the Treasury shall pay to each State which has an

approved plan for old-age assistance, for each quarter, be-

" ginning with the quarter commencing October 1, 1958,

(1) in the case of any State other than Puerto Rico, the
Virgin Islands, and Guam, an amount equal to the sum of
the following proportions of the total amounts expended
during such quarter as old-age assistance under the State

87
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1 p]an (including expenditures for ‘insurance premiums for
'3 medical 'or any other type of remedial care or the cost
8 ' thereof) — '

4A

5
6
7
8
9

10
1
12
13
14
15
16
17
18
19
20

21
23 o S
23 and () in the case of Puerto Rico, the Virgin Islands, and

“(A) four-fifths of such expenditures, not counting
so much of any expenditure with respect to any month
as exceeds the product of $30 multiplied by the total
number of recipients of old-age assistance for such
month (which total number, for purposes of this clause
and clause (B) and for purposes of clause (2), means
(i) the number of individuals who reoeived old-age
assistance in the form of money payments for such
month, plus (ii) the number of other individuals with
respect to whom expenditures were made in such month
as old-age assistance in the form of medical or any other
type of remedial care) ; plus

“(B) the Federal percentage of the amount by
which such expenditures exceed the maximum which
may be counted under clause (A), but not counting
so much of any expenditure with respect to any month
as exceeds the product of $66 multiplied by the total
number of such recipients of old-age assistance for such

month;

24 Guam, an amount equa). to one-half of the total of the sums
25, expended. during such. quarter, as old-age assistance under
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the State plan (including expenditures for insurance pre-
miums. for medical or any other type of remedial care or
the cost thereof) , not counting so much of any expenditure
with respect to any month as exceeds $36 multiplied by the
total . number of recipients of old-age assistance for such
month; and (8) in the case of any State, an amount equal
to one-half of the fotal of the sums expended during such
quarter as found necessary by the Secretary of Health, Edu-
cation, and Welfare for the proper and efficient administra-
tion of the State plan, including services which are provided

‘by the staff of the State agency (or of the local agency

administering the State plan in the political subdivision)
to applicants for and recipients of old-age assistance to help
them attain self-care.”
~ AID TO DEPENDENT CHILDREN

Sec. 502. Subsection (a) of section 403 of the Social
Becurity Act is amended to read as follows:

“(a) From the sums appropriated therefor, the Seore-
tary of the Treasury shall pay to each State which has an
approved plan for aid to dependent children, for each quarter,

- beginning with the quarter commencing October 1, 1958,

(1) in the case of any State other than Puerto Rico, the Vir-

- gin Islands, and Guam, an amount equal to the sum of the
following proportions of the total smounts expended during
such quarter as pid to dependent children under the State

89
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1 plan (including expenditures for insurance premiums for

‘2 ‘medical or any other type of remedial care’or the cost

8 thereof) —

4 R
g0 much of any expenditure with réspect to any month

5
6
7
8
9

10

n
12

- 13

14
15
16
17
18
19
20
21
22

23 .

. “(A) five-sixths of such expénditures, not counting

as exceeds the product of $18 multiplied by ‘the total

number of recipients of aid to dependent children for

- such month (which total number, for purposes of this

clause and clause (B) and for purposes of clause (2),
means (i) the number of individuals with respeot to

whom aid to dependent children in the form of money

* payments is paid for such month, plus (ii) ‘the number
" of other individuals with respect to whom éxpenditures

were made in such month as aid to dependent children
in the form of medical or any other type of remedial
care) ; plus |

“(B) the Federal percentage of the amount by
which such expenditures exceed the maximum which
may be counted under clause (A), but not counting so
much of any expenditure with respect to any month
as exceeds the product of $33 multiplied by the total

number of recipients of aid to dependent children for

 such month;
24 aid‘ (2) in the case of Puerto Rico, the Virgin Islands,

25" and Guam, an amount equal to one-half of ‘the total of the
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sums 'expended during sucki' quarter ad' aid ‘to dependent
children undef the State plan ‘(including éxpenditures for
insurance premiums for medical or any other type of
réinedial care or the cost thereof), not counting so much
" of any expenditure with respect to“'uny month as exceeds
$18 multiplied by the total number of recipients of 4id to
dependent childrén for stich’ month; and (8) in the case
of any State, an amount equal to one-half of the total of the

® 3 D R W O B

L~
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in the oase of any Btate other than Puerto Rico, the Virgin

Jslands, and Guam, an amount equal to the sum of the

following proportions of the total amounts expended during
puch quarter as nid to the blind under the State plan (in-
clyding expenditures for invurance premiums for medical or

- any other type of remedial care or the cost thereof) —

“(A) four-ifths of such expenditures, not counting
- 90 much of any expenditure with respect to any month
a8 exoceds the product of $30 multiplied by the total
number of recipients of aid to the blind for such month
~(which total number, for purposes of this clause and
clause (B) and for purposes of clause (2), means
(i) the number of individualy who received aid to the
blind in the form of money payments for such month,
plus (ii) the number of other individuals with respect
to whom expeuditures were made in such month as
aid to the blind in the form of medical or any other
type of remedial care) ; plus =~ . ,
“(B) the Federal peroentage of tha amount by
~ which soh expenditurcs exosed the. maximum which
may be counted under clause (A), but not counting so
. mach of any expenditure with respecs to any month as
exocoeds the product of , 466 guluphed by the total
mamber of saah resipiene of pd o the biad for suh

IR
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and (2) in the case of Puerto Rioo, the Virgin Islands, and
Guam, an amount equal to one-half of the total of the sums
expended during such quarter as aid to the blind under the
Btate plan (including expenditures for insurance premiums
for medical or any other type of remedial care or the cost
thereof), not oounting so much of any expenditure with
respect to any month as exceeds $36 multiplied by the total
number of recipients of aid to the blind for such month; and
(8) in the case of any State, an amount equal to one-half
of the total of the sums expended during such quarter as
found necessary by the Secretary of Health, Education, and
Welfare for the proper and efficient administration of the
Btate plan, including services which are provided by the staff
of the Btate agency (or of the local agency administering the
Btate plan in the political subdivision) to applicants for and
recipients of aid to the blind to help them attain self-suppors
or self-care.”:

. * AID TO THN PERMANENTLY AND TOTALLY DISABLED

.. 880, 504: Subsection- (s) of section 1408 of the Social
Becurity Aot ia amended to read as follows:. ;-

.« :*“(s). From the sums appropristed therefor, the Secre-
tary. of the. Treasury shall. pay to each State which has an
.approved plan. for.aid to the permanently and totally dis-
-abled, for’each quarter, beginning with the quarter com-

mencing October 1, 1958, (1) in the case of any State other

93
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1. than Puerto Rico, the Virgin Islands, and Guam, an amount
"4 equal to the sum of the following: proportions of the total
3 ' smounts expended during such quarter as aid to the perma-
4. nently and totally disabled under the State plan (including
8 expenditures for insurance premiums for medical or any

6 other type of remedial care or the cost thereof) —
T.. . “(A) four-fifths of such expenditures, not counting
8 oomnoholmyexpenditmwithmpocttoanymonthu
9 exceeds the product of §80 multiplied by the total
10  npumber of recipients of aid to the permanently and
1 totally disabled for such month (which total number,
13 . for purposes of this clause and clause (B) and for pur-
18 poses of clause (3), means (i) the number of individ-
14 - uals who received aid to the permanently and totally dis-
16 - abled in the form of money payments for such month,
- plas (ii) the number of other individuals with respect
17 to whom expenditures were made in such month as aid
18 . :ito the permanently and sotally disabled in the. form of
19,  medical or any other type of remedial care) ; plus
20 “(B) -the Federal percentage .of the amount by
21 .. whish such expénditures exosed the maximum which
4 .’ may be oounted under;clause ‘(A:),.bus not counting
28, - .. so much of any expenditure with :respedt to any: month
.. . qxondl the prodw&d $6e. mﬂWfby the total

Wi slRw L e RIS ;“ vyl s
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1 - pumber of such recipients of aid' to the permanently
S and totally disabled for suoh month; '

8 and (3) in the case of Puerto Rico, the Virgin Islands, and
4 Guam, an amount equal to one-balf of the total of the sums
6 expended during such quarter as aid to the permanently
6 and totally dissbled under the State plan (imcluding ex-
7 - penditures for insurance premiums for medical or any other
8 type of remedial care or the ocost thereof); mot counting
9 so0 much of any expenditure with respect to any month as

10 exceeds $36 multhmber of recipients’

11 of aid to ,um permanontly and tou\lly\ﬂleod for such’

33 . S0 505, Sabsection () of séotion 1108 of the Bocial
2 Security Aot ds umended by .admg at thedad theredf the foli*
2‘ mn‘w Mmh‘ AT DO T A

-

96
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1 “(8) (A) The ‘Federal percentage’ for any State
] (other than Puerto Rico, the Virgin Islands, and Guam)
8 shall be 100 per centum less the State percentage; and
4  the Btate .percentage shall be that percentage which
6 . bears the same ratio to. 50 per centum as the square of
6 the per capita income of such'State bears to the square
7 of the per capita inoome of the continental United States
8 (excluding Alaska) ; except that (i) the Federal per
9 centage shall in 'no case be less than 50 per centum or
10 more than 70 per centum, and (ii) the Federal per-
1 centage shall be 50 per centum for Alaska and Hawaii.
12 . *(B) The Federal percentage for each State (other
13 than Puerto Rico, the Virgin Islands, and Guam) shall
14  be promulgated by the Secretary between July 1 and
16 . August 81 of each even-numbered year, on the basis of
16, the average per capits income of each State and of the
17 . continental United States (excluding Alaska) for the:
18, ., three most recent calendar years for which satisfactory
19 . .data are available, from the Department of Commerce. -
20, - Buch promulgation shall be. conclusive for each.of the
a eight quarters in the period beginning July 1 next puo-
B coeding sob promulgations Provided, That the Secres
.1 .tary shall promulgate wuch pevoentage as soon ss possi-:
4 ;. blaafter the enactment of the Soolal Security Amends:
® ments of 1058, which promulgstion shall be. conolusive
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for each of the eleven quarters in the period beginning
Ootober 1, 1058, and ending with the close of June 80,
1961.”
BXTBNSION 70 GUAM
8g0. 508. Bection 1101 (a) (1) of the Bocial Becurity

Aot is amended by striking out “Puerto Rico and the Virgin

Islands” and inserting in lien thereof “Puerto Rico, the Vir-

gin Islands, and Guam”,

INOREASH IN LIMITATIONS ON PUBLIC ABSISTANCB PAY-
MENTS TO PUERTO RICO AND THB VIRGIN IBLANDS
8gro. 507, (a) Section 1108 of the Social Becurity Act is

amended by striking out “$5,812,5600” and “$200,000” and

inserting in liew thereof *$8,500,000” and “$300,000”, re-
spectively, by striking out “and”’ immediately following the
semicolon, and by adding immediately before the period at
the end thereof “; and the total amount oertified by the

Secretary under such titles for payment to Guam with respect

to any fiscal year ehall not axoeed $400,000”, <
(b) The hesding ‘of dch section is amended to read

20 i “LIMITATION' ON ' PAYMBNTS 10 ' PURRTO RICO, VIRGIN

¢ i , N . . . [ L
Cob el ISLANDS, AND GUANMM G G

' MATHRNAL AND OHILD WALFARS GRANTS FOR GUAM
281 880,506, Buch section 1108°is firther amended ‘by

adding a¢ the end thereof the following new sentence: “Not-
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withstanding the provisions of sections 502 (a) (2), 51%
(a) (2), and 522 (a), and until such time as the Congress
may by appropriation or other law otherwise provide, the
Seeretary shall, in liew of the 860,000, $60,000, and
$60,000, respectively, specified in such sections, allot such
smaller amounts to Guam as he may deem appropriate.”
TEMPORARY EXTENSION OF CERTAIN S8PECIAL PROVISIONS

RELATING TO STATE PLANS FOR AID TO THE BLIND

8ko, 609, Section 344 (b) of the Social Security Act
Amendments of 1950 (Public La~ 734, Eighty-first Con-
gress), as amended, is amended by striking out “June 30,
1959” and inserting in lien thereof “June 30, 1961".

SPECIAL PROVISION FOR CERTAIN INDIANS REPEALED

8ko. 510. Effective in the case of payments with respect
to expenditures by States, under plans approved under title
I, IV, or X of the Social Security Act, for quarters beginning
after September 80, 1958, section 9 of the Act of April 19,
1950, as amended (25 U, 8. C. 639), is repealed,

TECHNICAL AMENDMENT

8po, B11. Bection 2 (a) (11) of the Social Security
Act is amended by inserting before the period at the end
thereof *, ingluding a description of the steps taken to assure,
in the provision of such services, maximum utilization of

other agencies providing similar or related servioes”,
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EFFECTIVE DATES
Skc. 512, Notwithstanding the provisions of sections
305 and 345 of the Social Security Amendments of 1956,
ns amended, the amendments made by sections 501, 502,
503, H04, 505, and 506 shall bo effective—
(1) in the caso of money payments, under a State
plan approved under title I, IV, X, or XIV of the
Social Security Act, for months after S8eptember 1958,
and
(2) in the case of assistance in the form of medical
or any other type of remedial care, under such a plan,
with respect to expenditures made after September 1958,
The amendment made by section 508 shall also become
effective, for purposes of title V of the Social Security Act,
for fiscal years ending after June 30, 1959, The amend-
ments made by section 507 shall be effective for fiscal years
ending after June 80, 1958. The amendment made by
section 508 shall be effective for fiscal years ending after
June 80, 1959, The amendment made by section 510 shall
become effective October 1, 1958,
TITLE VI-MATERNAL AND CHILD WELFARE
| OHILD WELFARE SERVIOES

8eo. 601. Part 8 of title V of the Social Security Act’

is amended to read as follows:
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“PaRT 8—CHILD-WELPARE SERVICES
“APPROPRIATION
“Sro, 521, For the purpose of enabling the United
States, through the Secretary, to cooperate with State pyblic-
welfare agencies in establishing, extending, and strengthen-
ing publio-welfare services (hereinafter in this title referred
to as ‘child-welfure services’) for the protection and care of
homeless, dependent, und neglected children, and children

in danger of becoming dclinquent, there is hereby authorized

to be appropriated for each fiseal year, beginning with the

fiscal year euding June 30, 19569, the sum of $17,000,000.
“ALLOTMENTS TO STATES

“8r0. 522. (a) The sums appropriated for each fiscal
year under section 521 shall be allotted by the Secretary
for use by cooperating State public-welfare agencies which
have plans developed jointly by the State agency and the
Secretary, as follows: He shall allot to each State such por-
tion of $60,000 as the amount appropriated under section
521 for such year bears to the amount authorized to be so,
appropriated; and he shall allot to each State an amount
which bears the same ratio to the remainder of the sums so.
appropriated for such year as the product of (1) the popula-

tion of such State under the age of 21 and (2) the allot-.

ment percentage of such State, (as determined under section:
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524) beurs to the sum of the corresponding products of all
the Btates,

“(b) (1) If the amount allotted to a State under sub-
section (a) for any fiscal year is less than such Btate’s base
allotment, it shall be increased to such base allotment, the total
of the increases thereby required being derived by propor-
tionately reducing the amount alloted under subsection (a)
to cach of the remaining States, but with such adjustments
as may be necessary to prevent the ullotmentbof any such
remaining State under subsection (a) from being thereby
reduced to loss than its base allotment.

“(2) For purposes of paragraph (1) the base allot-
ment of any State for any fiscal year means the amount
which would be allotted to such State for such year under
the provisions of section 531, as in effect prior to the enact-
ment of the Social Security Amendments of 1958, as applied
to an appropriation of $12,000,000.

:  “PAYMBNT 10 STATES

. “Smo. 838, (a) From the sums appropristed therefor
and the allotment available under section 582, the Secretary
ghall from tithe to time pay to each State with a plan for

t

child-welfare services developed as'provided in such section
522 an amount equal to the Federal share (as determined

under section 524): of the total sum expended ‘under such

20 plan' (including the cost of administration of the plan) in
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meeting the costs of district, county, or other local child-
welfare :ervices, in developing State services for the encour-
agement and assistance of adequate methods of community
child-welfare organization, in paying the costs of returning
any runaway child who has not attained the nge of eiéhtoen
to his own community in another State, and of maintaining
such child until such return (for a period not exceeding fiftcen
days), in cases in which such costs cannot bo met by the
parents of such child or by any person, agency, or institution
legally responsible for the support of such child: Provided,
That in developing such services for children the facilitics and
experience of voluntary agencies shall be utilized in accord-
ance with child-care programs and arrangements in the States
and local communities as may be authorized by the State.

“(b) The method of computing and paying such amounts
shall be as follows:

(1) The Secretary shall, prior to the beginning of each
period for which. a payment is to be made, estimate the
amount to be paid to the Btate for such period nunder the
provisions of subsection (a).

- “(2) From the allotment available therefor, the Secre
tary shall pay the amount so estimated, reduced or increased.
as the case may be, by any sum (not previously adjusted
under, this section) by which he finds that his estimate. of the
amount to be paid the State for any prior period under this
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section was greater or less than the amount which should
have been paid thereunder to the State for such prior period.

“ALLOTMENT PERCENTAGE AND FEDERAL SHARE

“Spo, 524. (a) The ‘allotment percentage’ for any
State shall be 100 per centum lesa the Btate percentage;
and the Btate percentage shall be that percentage which
bears the same ratio to 50 per centum as the per capita in-
come of such State bears to the per capita income of the con-
tinental United States (excluding Alaska); except that
(A) the allotment percentage shall in no case be less than
80 per centum or more than 70 per centum, and (B) the
allotment percentage shall be 50 per centum in the case of
Alagka and 70 per centum in the case of Puerto Rico, the
Virgin Islands, and Guam.

“(b) For the fiscal year ending June 30, 1960,
and each year thereafter, the ‘Federnl share’ for any Btate
shall be 100 per centum less that percentage which bears
the same ratio to 50 per centum as the per capita income of
such State bears to the per capita income of the continental
United States (excluding Alaska), except that (1) in no
oase shall the Federal share be less than 83% per centum
or more than 664 per centum, and (2) the Federal share
shall be 30 per centum in the case of Alaska and 604 per
centum in the case of Puerto Rico; the Virgin Islands, and
Guam. For the fiscal year ending June 80, 19560, the
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Federal share shall be determined pursuant to the provisions
of section 521 as in effect prior to the onactment of the
Bocial Becurity Amendments of 1958,

‘“(c) The Federal share and the allotment percentago
for each State shall be promulgated by the Secretary between
July 1 and August 31 of each even-numbered year, on the
basis of the average per capita income of each State and of
the oontinental United States (excluding Alaska) for the
three most recent calendar years for which satisfactory data
are available from the Department of Commerce. Such
promulgation shall be conclusive for each of the two fiscal
years in the period beginning July 1 next succeeding such
promulgation: Provided, That the Secretary shall promul-
gate such Federal shares and allotment percentages as soon
as possible aftor the enactment of the Social Security Amend-
monts of 1958, which promulgation shall be conclusive for
cach of the 8 fiscal years in the period onding June 30, 1961,

¢ “BRALLOTMBNT

“8no. 526, The amount of any allotment to a State
under section 533 for any fiscal year which the State certifies
to the Secretary will not be required for carrying out the
State plan developed as provided in such section shall be
available for reallotment from time to time, on such dates as
the Secretary may fix, to other States which the Gecretary
determines (1) have need in: carrying out their State plans
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80 developed for sums in excess of those praviously allotted
to them under that section and (2) will be able to use such
excess amounts during such fiscal year, Such rcallutments
shall be made on the basis of the State plans so developed,
aftor taking into consideration the population under the nge
of twenty-one, and the per capita income of each such
Btate as compared with the population under the age of
twenty-one, and the per capita income of all such States
with respect to which such a determination hy the Secretary
has been made. Any amount so reallotted to a State shall
be deemed part of its allotment under section 522.”
MATRRNAL AND CHILD HEALTH

8eo. 602, (a) ‘Bection 501 of such Act is amended hy
striking out “for the fiscal year ending June 30, 1951, the
sum of $15,000,000, and for each fiscal year beginning after
June 80, 1951, the sum of $16,500,000” and inserting in
lieu thereof “for each flscal year beginning after June 80,
1958, the sum of $21,600,000",

(b) -Bection 502 (a) (2) of such Act is amended by

.striking out “for each fiscal year beginning after June 80,
- 1951, the Administrator shall allot $8,2560,000 as follows:

He shall allot to each State $80,000 and shall allot to each
Btate such part of the remainder of the $8,260,000” and
inserting in lieu thereof “for each fiscal year beginning after
June 80, 1958, -the Secretary shall allot $10,750,000 as



g

© ® Q2 & G s O P

[ LR -~ - - ™ T "

B Y B R

BOCIAL BECURITY

106
follows: He shall allot to each State $60,000 (even though
the amount appropriated for such year is less than $21,-
500,000), and shall allot each Btate such part of the re-
mainder of the $10,750,000". '

(o) Section 502 (b) of such Act is amended by
striking out ‘“the fiscal year ending June 30, 1951, the
sum of $7,600,000, and for eacb fiscal year beginning after
June 30, 1951, the sum of $8,250,000” and inserting in
lieu thereof “‘each fiscal year beginning after June 30, 1058,
the sum of $10,760,000",

ORIPPLED CHILDREN'S BRRVICES

Skc, 603. (a) Bection 511 of such Act is amended by
striking out “for the fiscal year ending June 80, 1951, the
sum of $12,000,000, and for cach fiscal year beginning
after June 30, 1951, the sum of $15,000,000” and inserting
in lieu thereof “‘for each fiscal year beginning after June 80,
1958, the sum of $20,000,000".

(b) Bection 512 (a) (2) of such Act is amended by
striking out “for each fiscal year beginning after June 80,
1951, the Administrator shall allot 87,500,000 as follows:
He shall allot to each State $60,000, and shall allot the
remainder of the $7,600,000” and inserting in lieu thereof
“for each fiscal year beginning after June 80, 1958, the
Secretary shall allot $10,000,000 as follows: He shall allot
to each State $60,000 (even though the amount appropri-
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1 ated for such year is less than $20,000,000) and shall allot
2 the remainder of the $10,000,000”,

8 (¢) Section 512 (b) of such Act is amended by strik-
4 ing out “the fiscal year ending June 80, 1951, the sum of
5 $6,000,000, and for each fiscai year beginning after June..
6 30, 1951, the sum of $7,500,000” and inserting in liou
7 thereof “‘ench fiscal year beginning after June 80, 1958, the
8 sum of $10,000,000”,

9 TITLE VII-MISCELLANEOUS PROVISIONS

10 FURNISIING OF BERVICES BY DEPARTMENT OF WEALTH,
11 EDUCATION, AND WELPARE

12 8eo. 701, Section 1106 (b) of the Social SBecurity Act
13 is amended to read as follows:

14 “(b) Requests for information, disclosure of which is
15 authorized by regulations prescribed pursuant to subsection
16 (a) of this section, and requests for services, may, subject
17 to such limitations as may be prescribed by the Secretary to
18 avoid undue interference with his functions under this Act,
19 be complied with if the agency, person, or organization
20 making the request agrees to pay for the information or serv-
21 ices requested in such amount, if any (not exceeding the cost
22 of furnishing the information or services), as may be deter-
23 mined, b,\; the Becretary. Payments for information or serv-
24 ices furnished pursuant to this section shall be made in ad-

20748 0—88——8
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vance or by way of reimbursement, as may be requested by
the Secretary, and shall be deposited in the Treasury as a
special deposit to be used to reimburse the appropriations

~(including authorizations to make expenditures from the

Federal Old-Age and Survivors Insurance Trust Fund and
the Federal Disability Insurance Trust Fund) for the unit
or units of the Department of Health, Education, and Wel-
fare which furnished the information or services.”
COVERAGE FOR CERTAIN EMPLOYEES OF TAX-EXMPT
ORGANIZATIONS WHICH PAID TAX

8eo. 702. (a) Section 408 (a) (1) of the Social
Securi'y Amendments of 1954 is amended by striking out
“has failed to file prio‘ to the enactment of the Social Becurity
Amendments of 1956” and inserting in lieu thereof ‘‘did
not have in effect, during tho entire period in which the
individual was so employed,”.

(b) Bection 403 (a) (8) of the Social Becurity
Amendments of 1954 is amended by inserting “performed
during the period in which such organization did not have
a valid waiver certificate” after “‘service”.

(c) Bection 408 (a) (6) of the Bocial Becurity
Amendments of 1954 is amended by inserting “without
knowledge that a waiver certificate was neocessary, or” after
“in good faith and”, R ‘
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MEANING OF THRM “SECRETARY”
8Eo. 708. As used in the provisions of the Social Secu-
rity Aot amended by this Act, the term “SBecretary”, unless
the context otherwise reqﬁlres, means the &creﬁry of

Health, Education, and Welfare,

AMENDMENT PRESERVING RELATIONSHIP BETWEEN RAIL-
ROAD RETIREMENT AND OLD-AGE, SURVIVORS, AND
DISABILITY INSURANCE
8E0. 704. Section 1 (q) of the Railroad Retirement

Act of 1987, as amended, is amended by striking out “1957”

and ingerting in lieu thereof “1958".

Passed the House of Representatives July 31, 1958,

Attest: RALPH R. ROBERTS,
Clert.
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Executive Orrice or THE PRESIDENT,
BUREAU OF THE BUDGET,
Washington, D. C., Auguast 8, 1958,
Hon, Hansy P, Byro, ;
Chairman, Committee on Finanoe,
United States Benate, 310 8enate QO fice Buudc‘»f.
Washington, D. C.

My Drar Mg, Cuairman: This will acknowledge your letter of August 4, 1958,
requesting the views of this Office on H. R. 18549, to increase benefits under the
Federal old-age, survivors, and disability insurance system, to improve the
actuarial status of the truat funds of such system, and otherwise Improve such
system ; to amend the public assistance and maternal and child health and wel-
fare provisions of the Boclal Security Act; and for other purposes.

The Bureau of the Budget believes that the provisions relating to the increasea
in social security benefits and taxes are reasonable, although more detailed knowl.
edge of the actuarial conditions of the fund will be avallable when the Council
which the Congreas authorized submits its report in 1050, However, the removal
of the existing offxet provislons is of partlcular concern to this Ottice. The
Burean of the Budget recommends that present offset provislons be retalned until
there has been a full exploration of alternative possibilities. )

The P'resident’s budget message stated his bellet that over a period of time
the States and localities should assume a larger share of the public assistance
burden. The provisions of the bill relating to public assistance have serious
budgetary implications and we do not belleve that a further increase in the already
disproportionate overall Federal share In this program can be justified. The
Increasing fmportance of the old-age and survivors insurance program and
the present disparities in programs and flscal effort among the States are addl-
tional reasons why a comprehensive and long-range plan should be formulated
hefore further changes in the public assistance program are enacted. An inten-
sive study of these matters 18 now in progress to develop recommendations for
submission at the next session of Congress before the scheduled expiration of
present matching formulas on June 30, 1959,

Accordingly, I am authorized to advise you that enactment of the provisions
of H, R. 13340 relating to public assistance would not be in accord with the pro-
gram of the President,

Sincerely yours,
Maunice H. Brans, Director.,

The CuatrMan. Mr. Secretary, this is your first appearance before
n congressional committee since you were appointed Secretary of
the Department of Henltl{; Education, and Welfare,

Secretary FLEMMING, Yes, sir.
The Crairman, We are pleased to have you. You may proceed

with your statement.

STATEMENT OF HON. ARTHUR 8. FLEMMING, SECRETARY OF
HEALTH, EDUCATION, AND WELFARE; ACCOMPANIED BY ELLIOT
RICHARDSON, ASSISTANT SECRETARY, HEW; CHARLES I. SCHOTT-
LAND, COMMISSIONER, AND ROBERT J. MYERS, CHIEF ACTUARY,

SOCIAL SECURITY ADMINISTRATION

Secretary Freyyino. Mr, Chairman and members of the commit-
tee, it is a pleasure to appear before this committee to discuss social-
security programs of such vital importance to the American people,

I will confine my own testimony to two major »olicy issues pre-
sented by H, R, 13549, Assistant Secretary Richardson and Commis-
sioner Schottland are here with me and they will be glad to answer
questions about other and more detniled issues,

First of all, I would like to discuss the proposed changes in the old-
age and survivors insurance program, The major changes can be sum-

marized briefly as follows:
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1. The tax contribution schedule now in the law for old-age and
survivors insurance would be increased, effective next January 1, and
the dates of future tax increases alrea(iy scheduled in the law would
be substantially advanced;

2. Beunefit amounts would be increased by 7 percent, with a mini.
mum increase of $3 in the benefit amount for a worker who retires at
65 or lnter; and |, , |

3. The maximum limit on the amount of annual earnings that is
&x&c}})nnd credited toward benefits would be increased from $4,200 to

buriug fisca] 1038 the old-age and survivors insurance system, for
the first time since the program began in 1987, paid out more in bene-
fits than it received in tax vevenue and interast.

The trust fund is expected to continue to decline, under the current
law, until the tax increase now scheduled for 1965, Under the inter-
mediute cost estimnte, the trust fund would then resume an upward
trend and continue to grow for many years thereafter.

The lutest projections indicate, on an intermediate-cost basis, a long-
range actuarial insufficiency of .57 percent og“mimll. The previous
report on the status of the trust fund estimated that the actuarial in-
sufficiently would be 0.20 percent of payroll.

As members of the committee know, an able and distinguished
Advisory Co'meil on Social Security Financing, established by the
Congress, is now studying the long-range financial condition of the
program and is considering many of thy finuncial questions dealt with
in H. R. 13540, This committee is required by law to make its report
by next January 1, ‘

The administration would have preferred to await the report of
this Advisory Council befbre recommending changes in the pro-

ram of such magnitude as those proposed in H. R. 13549. We be-
ieve that both the administration and, the Congress would have
been in a better position to make major decisions after receiving the
benefits of the study by the Advisory Council.

Nevertheless, this preference is based principally on questions of
timing and procedure, From the information available to us now, we
recognize that the major provisions of H. R. 18549 have considerable
merit and do, in fact, meet certain real needs in this important pro-
gran, o

The proposed changes in the contvibution rate would eliminate,
after 1930, the estimated annual deficits over the next few years
and would substantially strengthen the long-range financial condition
of the program. o . ' )

A 12 percent increase in wages since 1954, when the lnst magor
changes were made in benefit amounts and the tax baso, justifies the

proposed increase in the earnings base, o ’ ‘
An 8 percent increase in prices since 1954 justifies some increase in
benefits, particularly for the millions of persons who have been on the
benefit rolls for several years or more and have had no adjustment to
meet rising living costs since 1954, . .
On the whole, therefore, I bel'eve the major changes in old-age
and survivors insurance, which I' have just discussed, are reasonable

and desirable and T recommend their adoption.

‘. RN P
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The second major issue which I would like to discuss deals with the
proposed changes in the Federal (Government’s participation in public
assistance. \

We believe that H. R. 13549 incorporntes some very desirable ad-
ministrative principles,. We concur in the view that the maximum
ceiling on State expenditures in which the Federal Government will
participate should be computed on the basis of statewide averages

rather than on an individual payment basis,
We nlso concur in the view that the maximum amount on State

expenditures in which the Federal GGovernment will share should
combine into one ﬁ|£ure the separate maximums on money payments
and medical care. Likewise, we are convinced that it is more equit-
able for the Federal share of nssistance payments to be related to the
fiscal ability of a State. -

On the whole, however, the administration is strongly opposed to
the public assistance title of H. R. 13549 becnuse these desirable prin-
ciples would be applied in such a way as to substantially increase the
Federal Government's share in the cost of this program and further
reduce the relative role of the States.

In his budget message last January, the President stated his con-
viction that the States should have greater—not lesser—rosponsibility
for programs of this nature. The President also stated :

Proposals will be sent to the Congress for modernizing the formulas for public
assistance with a view to gradually reducing Federal participatiou in its inancing.

Former Secretary Folsom, in his testimony recently to the Commit-
tee on Ways and Means in the House of Representatives, recommended
that no action be taken on pyblic assistance at this time and stated
that the administration wous)d present recommendations to Congress
early next year in time to permit adequate consideration by the Con-
gress before the current financing formulas expire next June 30.

T believe that the philosophy expressed by the President is sound
and I concur in the recommendation of former Secretary Folsom.

In recent years, a steadily increasing portion of total public assist-
nnce costs has been-shifted from the States to the Federal Government.
In 1987, State and local governments provided more than 80 percent
of all public assistance expenditures.

In 1046, State and local governments provided 60 percent of the
costs of all public assistance.

In 19567, their share had decreased to 50 percent. Counting only
those programs in which the Federal Government participates-«aid
to the needy aged, blind, disabled, and dependent children—the State
and local share of the cost has declined from 55 percent in 1046 to 45
percent last year. '

While State expenditures for public assistance have doubled since
1946, the Federal Government's expenditures in this snme period have
gnclx';fged,by more than $1 billion and ure now 3 times ns large as
n 1946, .o

"In the face of this trend, the proposed bill would incrense the Fed.
eral contribution by an additional $288 million in the first full year,
and probably by more than $300 million in future years.

1ese programs are State programs, initinted by the States and ad-
ministered by the States and communities. They are based on the
sound concept that the States and local communities can best de-
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termine the actual needs of individuals and administer programe of
assistance to them, :

In the next session of Congress, 1 believe, it should be possible for
the executive and legislative branches, working together, to develo
a new formula which will have the effect of providing vigorous Fed-
eral support for the public assistance program without weakening
the role of the States, \

The proposed bill would further weaken the role of the Statea. In
the long run, to continue such a trend might well prove to be a dis-
service rather than a service to those who are dependent on the
program, : , L.

_It should be emphasized that the administration’s opposition is not
directed agninst an increase in assistance payments to individuals but
is directed only against an increase in the proportion of such pay-
ments that will be borne by the Federal Government.

I am impressed by this fact: If the States find that increased pay-
ments to individuals are needed, the Federal Government already is
in a position under the existing law to match, on a 50-50 basis, State
funds to incrense payments for 60 percent of all the persons now re-
ceiving old-age assistance,

In many of the States where public-assistance payments are now
the lowest, an even higher percentage of recipients could receive in-
creased payments on a 50-50 matching basis.

It is also very important to consider the fiscal circumstances under
which this increase in the Federal shave of public-assistance expend-
itures is proposed. The members of this committee, I knpow, are
already deeply concerned over the prospective $12 billion Federnl
deficit for thisfisca! ;ear, The proposed bill would, of course, increase
the prospective deficit,

In summary, Mr, Chairman, T believe that the proposal before your
committee in the field of old-age and survivors insurance is sound
both from a program and fiscal point of view and that it will make
n major contribution to the strengthening of our economy and to the
security of the aged, the disabled, and widows and orphans.

I hope that the committee will not couple this sound proposal in the
field of old-age and survivors insurance with what we believe for the
reasons stated, is an unsound proposal in the field of public assistance.

Thank yon, Mr. Chairman, 2

The Craryan, Thank you, Mr. Secretary. Ccald you give the
committee a statement ns to the progress that has been made by this
commission un to this time?

Secretary Fresyina, Commissioner Schottland, Mr. Chairman, is
with me and can give you such a statement.

The CrrairasN. The committee would like to know the composition
of the commission—how many meetings it held; and whether it has
renched any conclusions, tentatively or otherwise {

Mr. Scnorrrann, The Advisory Council on Social Security Finane-
ing, Mr. Chairman, is composed of the Commissiorer of Social Security
nnd 12 members anpointed by the Secretary. The law provides that
the persons-apnointed shall represent equnlly employees and em-
ployers and shall have representntives from the self-employed and the

general public.
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The Cramruan, Could gou furnish for the record a list of the per-

sonnel of the membership
Mr. Sonorrianp. I would be very glad to furnish the names of the

12 persons.
he Council has had a number of meetings. We can furnish for

the record the exact dates of the meetings.
In addition, they have divided into two subcommittees. These sub-

committees have held a number of meetings and have exchanged
voluminous correspondence in connection with rather intensive studies.

The two subcommittees are, first, a_subcommittee hended by Mr.
Reinhard A. Hohaus, vice president and chief actuary of Metropolitan
Life Insurance Co., which is studying the actuarial basis of the system,
looking into the validity of our estimates, both long-range and short-
range, and making suggestions as to the soundness of our present

estimating procedures.

The second subcommittee is studying the management of our trust
funds; that is, such matters as: Isthe present law consistent with the
trust obli%ntions of the trustees, are we getting the appropriate interest
rateﬂamt ere other ways in which the management of the trust funds

might be improved, etc.
The information is as follows:)

AbvisorY COUNCIL ON 80ciAL SgcuriTy FINANOING

The Advisory Council, which was established last year pursuant to Public
Law 880 of the 8ith Congress, has the responsibility for “reviewing the status
of the Federal old-age and survivors insurance trust fund and of the Federal dis-
ability insurance trust fund In relation to the long-term commitments of the
old-age, survivors, and disability insurance program.” As set forth In the report
of the Ways and Means Committee (H. Rept. 1189, 84th Cong., 1st sess., p. 10),
“the committee bill provides for the perlodic establishment of an Advisory Coun-
cil on Social Security Financing for the purpose of reviewing the status of the
old-nge and survivors insurance trust fund in relation to the long-term commit-
ments of the program, evaluating the financing provisions in relation to the
dynamic character #nd growing productive capacity of our economy before each
scheduled incrense li the tax rates.”

; llln (:lscharxlnx the responsibilities under the law, the Council is doing the
allowing . ’

1. Btudying the methodology of the actuarial computation to ascertain whether
the basis of the long-range and short-range estimates is sound.

2. Examining the validity of the assumptions underlying the actuarial esti.
mates, including such factors as population growth, morbldity and mortality
rates, retirement rates, labor force participation rates, levels of employment,

wage levels, and related factors.
8. Making recommendations on the tax rates, the intervals between tax in.

creases, and related questions.
4, Studying what the maximumn earnings limit for contributions (and benefits)

should be.

8. Considering what is the appropriate size of the trust funds and what prin.
ciples should determine the size of the funds.

6. Reviewing the present investment policy of the trust funds and its effect
on the income of the funds and considering posaible alternative policles with re-
gard to investment, interest rates, and management of the funds.

The Council has held meetings on the following dates: November 21-22, 1007;

January 24-20, 1008 ; May 2-3, 1938 ; and July 18, 1078, ‘
MEMBERSNIP-~ADVIBORY COUNCIL ON SOOIAL SECURITY FINARCING

Employers . o
Elliott V. Bell, chairman of the executive committee, McGraw-Hill Pablishing

Co,, 380 West 42( Street, New York, N. Y. Financial expert; specialist in invest-
nents and economics,
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Reinhard A, Hohaus, vice president and chief actuary, Metropolitun Life In.
surance Co., New York, N. Y. One of top actuaries in the United States; long

ausoclation with social security problems.
Robert A. Hornsby, president, Pacific Lighting Corp., 488 California Street,

8an Francisco, Callf,
Employees .

Joseph W. Chlilds, vice president of the United Rubber, Cork, Linoleum and
Plastic Workers of Amerlca; member of the AFL-CIO comuwittee on soclal
security ; URW Building, High at Mill Streets, Akron, Ohio,

Nelson H. Oruikshank, director, department of soclal security, AFL~CIO,
Washington, D, C. Long association with soclal security problems,

Eric Peterson, general secretary-treasurer, International Association of Ma-
chiniats ; member of the AFL~CIO committea on soclul security, International As.
soclation of Machinists, 1800 Connecticut Avenue NW,, Waaf\!nxton. D. C.

Pubdlio ,
J. Douglas Brown, director, department of economics and soclal institutions,
industrial relations section, Princeton University, Princeton, N. J. Long asso-

ciation with soclal security problems ; economist.
Malcolin H. Bryan, president, Federal Reserve Bank of Atlanta. Financial

and banking expert ; expert on investment policy,
Arthur F. Burns, forther chairman, Council of Economic Advisers; now presl-

dent, Nuttonal Bureau o” Economic Rerearch, New York, N. Y.
Carl H. Fischer, prv. ~ssor of Insurance, School of Business Administration,

University of Michigan, Ann Arbor, Mich. Actuary.

Thomas N, Hurd, @rofeasor. agricultural economics; land economics, Cornell
University, Ithaca, N. Y. FEconomist; specialist In agriculture economics.

R. McAllister Lloyd, president, Teachers Insurance & Annuity A ation of
America, College Retirement Equities Fund, New York. Expert in retirement

programs. :

The council held its last meeting nbout 3 or 4 weeks ago, and is
meeting again at the end of September or the beginning of ()c(nber,
and they will have n series of meetings so that the report will be

ready in December. . '
The Cuairman. No conclusions, even tentatively, have yet been

made? '

Mr. ScuortLanD, I do not think it would be appropriate, Mr.
Chairman, to label anything that they have arrived at as tentative
conclusions in view of the fact there has been no formal action.

The CrAIRMAN, It is your position, Mr. Secretary, that you would
prefer that no legislation be enacted until this commission reports?

Secretary FLEMMING, That is correct. That has been the position
of the ndministration, Mr. Chairman, and we do feel that, of course,
it would be better to have that factual information in front of us.

However, on the basis of the information that is now available
we frel that the old-age and survivors insurance provisions of this
bill are sound. ST ‘

The Cuamman, Could you furnish the figures as to the additional
cost on an annual basis of the changes that have been made in the
social security under this bill? ’ ,

Secretary FLemmina. Mr. Schottland ? e

Mr. ScHorrLanp, We would have to divide the cost into two parts,
the cost of the old-age and survivirs insurance provisions and the
cost of the public-assistance provisions. ‘

With reference to the old-age and survivors insurance provisions,
as you know, we always estimate cost in terms of the cost of payroll,

* h

which is indicative of the payroll tax necessary.

¥ . e
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The present old-age and survivors insurance system has been esti-
mated to have an actuarial insufficiency of 0.57 percent of payroll.
This means that in the long-range future, assuming all of the esti-
mates are completely accurate and all of the assumptions are com-
nletely accurate, we would be underfinanced by approximately one-
lf of 1 percent of payroll. )

Senator Wiutams, May I ask a question at that point. What is
the payroll figure that you base that on in order that we can reduce _.
that to dollars? :

Mr. Schorrrano. We have been usinf 1956 payroll figures.

Senator WiLLiaxs. What is that figure

My, Myers. Senator Willinms, the current payroll is around $180
billion but for long-range purposes averaging in higher payrolls of
the future as the population increases we use a level average of about
$200 billion for present law and about $305 billion for the bill.

Senator WiLrLiams, Using that, you are using that on the computa-
tion for todany? : ‘

Mr. Myers, We ure using that as the basis for the computations de-
termining the long-range average costs, but for the immediate future
the ‘)ayroll would be about $180 billion and would slowly increase in
the future as the population of the country rises.

Senator WiLniams, Well, this 0.57 increase in the cost that he refers
to is that 0.57 based on the $180 billion or the $290 billion ?
b_i}lr. Mvyers. As a long-range average it would be based on the $200
billion.

The Cuairman. Translated into dollars what additional cost will
that place upon the taxpayers each yeart

Mr. Myegs, The additional cost would, of course, increase gradu-
all% over the years as the tax rate itself rises.

The Criratryman. I understand, but let’s start with this year,

Senator WiLLiaMA. Yes, v

Mr. Myrrs., In 1058, of course, there would be no increases in taxes
under the bill, but in 1959 for the old-nge and survivors insurance sys-
tem, the contribution income, or the taxes. would be $1.1 billion more
than under present law. |

The CuairMaN. Making a total of what?

Mr. Myers. Making a total of $8.6 billion,

The Cuairyan. Carry it through for the next 3 or 4 or 5 years,

Senator Kerr. Would that $1.1 billion additional be on the em-
K(l)orers only or is that the total that would be derived from the tax on

th employer and employee? o

Mr. Myens. That is the total taxes that would.be puid by the em-
plgers, the employees, and the self-employed. .

nator Kerr, Yes, i -

Mr. MyEers. Rou hliy $500 million from the employers, $500 million
from employees, nnﬁ $100 million from the self-employed.

Senator WiLLiaxs. In the same year of 1959 what would be the ex-
penditures under the existing law and what would be the expenditures
under this bill, reduced to dollars? . o

My, Myzas. Under the bill the expenditures would be $0.5 billion
as contrasted with $8.8 billion under the present luw, or, in other
words, an increase of $700 million, ~
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The CuatrMan. What are we collecting under the present tax rate?
Mr. Myers. The present taxation would be $7.5 billion,
The CuairMAN. You said it would be $8.6 billion which included

the increase of §1.7 billion ?

Mr. Myers, The increase is $1.1 billion.

Senator BenNErT. $1.1 billion,

The Cuatrman., What will the tax increase be in the first year, ex-
pressed in percentage? :

Senator BENNETT. About 14 percent.

The CHairMaN. Fourteen percent,

l(l)f course that will change in proportion to the amount of the pay-
roll,

Mr. Myrrs. Yes, sir. "

The CuairmaN. ‘The total amount will increase?

Mr.Myzrs. Yes,sir; thetotal amount will increase.

The CrairMaN, Give the increase, for instance, for 5 years.

}’ou l:‘xl?mw $8.8 billion for 1959; what will be the amount in 1960 and
so fort ;

b'#r. Myers. In 1960 the increase in the taxes collected would be $1.5
illion,

Senator BenNeTT. Increase over 1958 ¢

Mr. Myers. Noj; over the present law in 1860,

Senator BENNETT. Yes.

Secretary Fr.emmina, Mr. Chairman, .You want the total for 18601

The CaHairMAN. Yes; we want the total.

Seoretar{ Fremmina, You want it under present law or on the as-
sumption this is approved! ’

The Crairyman, T want it under both, QGive it under the preseni
law and under the bill as approved by the House. )

Mr, Myers. Yes. In 1960, the present law would be $9.1 billion of
taxes collected, and the bill would be $10.8 billion or an increase of
$1.5 billion.

The CairMAN. Could you project that for 19611

Mr. Myegs. Yes, sir. Ido not have the exact figures here in front of
me but in 1961, and in 1962 it would be approximately the same excess
over present law. b . \

The CaryaN. For the record please gmject it for 1960 and about
5 years beyond that date under the present Jaw and under the bill now
before us, ' O o A s

Mr. Myers. Yes, sir; we will do that. e e

Senat?or Frear. Would you also include the expenditures in that
request , .

he Cuairman, That is a good point; please show expenditures
also for each year. y , C
Mr. Myegs. Yes, sir, \ o

ot

B
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"+ (The information is as follows:)
Katimated tazes and denefit paymentas under old-age, survivors, and disadility

inaurance system, under present law and under M}
OLD-AQE AND S8URVIVORS INSURANOR

{In millions)
Tax receipts Benefit payments
Calendaer year -
Preeont H, R. Ineresss | Present H. R, Incrense
law 13540 law 13540
$8, 2% 3, 368 10
790 9. 438 86
07 10, 027 730
9. 8%0 10, 818 198
10, M1 1,201 ]
10, 781 11,678 e
11,081 13,016 935
11, 843 13, 333 Wi
11 P 7] $265 - 14
080 4 Py 434 190
001 8 3068 492 188
1,004 ] £ Mg 201
1,018 8 403 61 210
1,032 58 441 24
1,048 ] 500 £36
1,05% » 848 us

The Crairman. As I understand it your income increases are in
two categories. The first is that derived from increasing the payroll
tax and the second is that part to be derived from iucreasinﬁ t%e tax-
able earnings from $4,200 to $4,800. Do you have that broken down
showing the amount from each—— '

Mr. Myrrs. Yes; we can give you Txite readily how much is from
the increase in the earnings base and how much from the increase in
the tax rate.

Senator WirLiams. When you send that information in could you
include also how much of the increase is based upon the prospective
tax-rate increase and how much on the iincrease in the employment {

You see, you are going from $180 billion to $200 billion.

How much of that is represented by prospective increase in the pay-
roll and how much is in tax? ,, ‘

Senator Kerr. How much isthe increase in total ?

Senator Wrrriams. That is right. ) )

How much is your projected increase based upon projected increase
in payroll and how much on the tax rate? .

r. Myers. Yes, Senator. We will show that of course by showm{z
what the taxes under the present law will be as compared with the bill,
but we will bring this point out also.
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(The information follows:)

Increase in tarea under old-uge, survivors, and disability system under bill,
by canse of increasc

OLD-AGE AND S8URVIVORS INSURANCE

{In miltions)
Tax receipts Increase in tax receipts Inoreass '
‘ it ol
Calender Due to there we
year ot H.R. inorease in— ih re
law 13549 Total " | In covered
Eamings | Taxrate | employ.
base ment
7,449 632 1,18 15 s
ves | Batl NS b i i
9, 533 11, 108 1,873 578 1,001 - 1,888
9,642 11,23 1,804 580 1,014 1,535
S| lnesy| 3 o] Y| ke
1,714 [ .B£ 2116 7038 1,413 I.%

DISABILITY INBURANOE

L] $980 $568 $58 ]
033 W 58 88 36
o8 1,004 38 8 . 58
%1 1.018 8 87 58
04 1,082 48 38 38
087 1,048 59 59 34
1,000 1,080 3 5 58

_Senator Kerr. Now is the estimate you give there, you have just
given the chairman, is that based on what you estimate that the
payrolls will actually be in these years or have you used the figure
that you have estima{ed for the long range?

Mr. Mvyers. The figures that I am quoting are based on the long-
range cost estimates, and they do not take into account any economic
depression there might or might not be or any wage increases that
there might be.

Senator Kerr. On what average amount of annual wages are your
cstimates of income based on $190 billion or $200 billiont

9%" Myers, These estimates are based on the level of c¢arnings in
1958,

Senator Kern. Well, that is $180 billion or $190 billion?

Mr. Myens. Yes, sir. The covered payroll.

The CniatrMan. You have here a one-fourth of 1 percent increase
each for employees and employers, and a three-eigths of 1 percent in-
crease for self-employed, and you step up schedule for incrensing the
rates to every 3 years instead of every b years.

Mr. Myegs. Yes, Mr. Chairman.
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The Cuarman, I think the committee would like to have an analysis
of this increased burden on taxpayers which results from increasing
these rates in the future, Do you have that available now!

Mr. Myers. Yes, we can show that, I think in the same table you
asked for showing the year by year comparison of taxes and benefits
by extending that table up through, say, 1965,

The Cuairman. What will be the maximum rate as far as this
projection goes !

T 'mean how far does the present legislation go in increasing rates?

Mr. Myess, The ultimate or the highest rate under the bill would
be reached in 1060 at 414 percent from the employer, and 414 percent
from the employee. Whereas under present law the maximum 1» 414
percent each, that is reached in 1975,

The Cuarman. In other words, the rate would be practically dou-
bled in gfyears less time {

Mr. Myzas. The present rate, which is now 414 percent for old-
age and survivors insurance and disability insurance combined, would
be exactly doubled by 1969,

Senator WiLLiams. What would it be in 1969 under existin{g law?

Mr, b'lnas. Under existing law the rate in 1969 would be 31} per-
cent each,

The CramrmaN., That would be terrific taxation on payrolls,

Senator MarTIN. Mr. Chairman, let’s have also in there the self-
employed,

Senator Kerr. Two and a half times four and a half, is it not—
one and a half times four and a half{

Mr. Myers. The self-empluyed rate in 1969 under present law is
47 percent,

{nder the bill it would be 634 percent. Of course under present
law the rate would go up after that whereas under the bill it would
stay level at that figure, )

he CuairMaN. You can furnish a table showing all these in-
creases, I assume? '

Mr. Mvyers. Yes,sir,

(The information follows:)

[Percent]
Rmpsyee mite Belt-employed rate
’ (mﬁrmplu.m)
Calendar year ‘ .
1938 aet . By 1956 act Bill
IO eeeeieeeeneneneeaeeen eennnee e ean m s
[T T R 34 2‘: : 3 ¥
1000782, . .cooiniiinniinnnnn ssansanaeransenans 3 4 43
:mm .................................... 3 m : 8
190888, .. LIl 3 4 ﬁ 4 3
%ﬁ.ﬁ ......................................... I‘ :{: 4: &)2
1078 and after. ... LLooI Il 'Y 4 ’I 634 3(

The Cairman, Up to 1969 along these lines.
I would like to ask about the deficit in this program. I refer to the
riod when the income was not sufticient to pay the benefits.

When did that shortage occur, what year{
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Mr, Myezs. The first fiscal year that that occurred for the old-age
and survivors insurance system was the fiscal year that has just ended,
June 80, 1958, :

The CHamrMAN, Up to that time there had been a surplus each year{

Mr. Myers. That is corract, Mr. Chairman,

The Crarman. What was the deficit in the last fiscal yeart

Mr, Myzrs. About $2156 million,

The Cmairman. Then it is anticipated that the shortage will be
what for this year?! L

Mr. Myers, In the coming fiscal year we are now in, ended June
80, 1059, it is estimated that it will be somewhat in excess of $1 billion.

;I‘he, HAIRMAN, When will it balance out{

Senator BENNETT. Cumulative or annual?

Mr. Myers, In the year is the best way to analyze the matter.

Senator MArTIN. That is annual, is it?

Mr. Myens, Yes, sir.

Senator MarTIN. What will the cumulative be?

Senator BenNert. A billion; two.

Mr., Myess. In the previous fiscal years there were much greater
?ur%luses, resulting in the trust fund having built up to its present
evel.

The CralrMAN, When do you estimate the income will be equal to
expenditures{

enator Kerr. Under the proposed bill.

Senator BenNerT. Under existing law first.

The Cuatraan. Under existing law and the bill.

Senator Kerr, Under existing law, it never will be.

Senator BENNETT. There is an automatic increase in tax which will
thro]w it over. It will catch itself up if we do not change the pres-
ent law,

The CrairmMaN. When is the next increase under presentation?!

Mr, Myers. In 1960.

Senator MarTIN, That is, by present law? )

Mr. Myzrs, Under present law, in 1960 the tax rate increases so
that the combined rate for employer and employee is 514 percent.

Senator MagTin. If you leave the law as it is, there would be a
shortage until that new tax becomes operative; is that it

Mr. Myzss. Mr. Chairman, even after that higher tax becomes
operative, in the first full year that it is operative, the income and
outgo would be very close to a balance, but in the next few years after
that there would again be a deficit until the increase in 1065 became
effective. From that point on, we estimate that, at least for two
decades, there would continue to be an excess of income over outgo,

The Chairaan. In that period, how much would the balance
reduced, by your estimates? . ‘

Mr. Myzrs. Between now and 1965, we estimate that the fund will
decrease between $3 billion and $4 billion, , -

The CiiatrMaN. The fund is how much now ¢

Mr. Myzrs. - The fund now is about $22%; billion, as of last June 80.

The Cuairxan. It would be reduced to npgrqxlmamly $20 billion?

Mr. Myzrs. It will go down to between $19 billion and $20 billion.

The Cuatryan. 1f Congress continues to increase the benefits, of
course, it may go down much lower than that. S
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Mr. Myers, Yes, of course, unless the taxes were increased equally

or more, ~

. The Cuatrman. T would like to ask the Secretary if the Commis-
sion is giving any thought to the impact of this terrific taxation upon
the economy. We are nsked to levy 9§ percent on the ordinary pay-
rolls and 684 percent on self-employed. It is a burden upon industry
and upon everybody concerned, hecause it is on gross payrolls.

Senator Marmin, Mr. Chairman, I think that is one of the most
important things confronting us, and, if they are in the position to
give us that information, it could be given Iater.

Mr, Chairman, I think we ought to get at this thing. Somebody
made the estimate a few years ago we would be in balance these vari-
ous years, and now we havea deficit, and I would like something along
how we come to the conclusion that these increases will keep us in
balance in the future.

This, Mr, Chaivman, is a forced savings on the employed people of
our country, and we ought to be mighty careful that it is solvent at all
times, because we are the trustees for millions of people.

The Camrman. Not only that, but we must try to examine the
ability of the economy to stand the impact of this terrific taxation.
This is taxation on gross payroll, The income tax is on a net income,

which is a very different thing, '
Secretary Fremming. Mr. Chairman, before I ask the Chairman of

the Advisory Council whether that factor is hein(sr considered by the
Council, could T ask that the question you asked a little while ago
be rounded out ! | )

You now have in the record the ?oint at which the program will be
in balance under existing law, and I ask we put in the record the point
at which it would be brought in balance under the proposed changes

in the law that are now before this committee,
Mr. Myzrs. On that point, Mr. Chairman, in calendar year 1959,

there would still be some decrease in the fund under the bill, although
not as much as under present law, but, beginning in calendar year
1860 and running for at least the next two decades, in each year there
would be an excess of income over outgo,

The CrairMaN. Do you mean by reason of these changest

Mr. Myegs. By reason of the changes in the bill.

Secretary Freaming, That is right.

Mr. Myzrs, Yes,
The CrARMAN. Tt is your position that these changes are more than

self-sustaining, that more will be collected than paid out!?
Mr. Myers. Yes, Mr, Chairman, that is correct, both over the short
range in each year and in the long-range future.
o CHAIRMAN. It will become operative January 1; is that correct !

Mr. Myera, Of 1069 yes. ‘
The Cuamrman. Take the year 1059: what surplus would exist

under this increase in taxes? .
Senator AnprrsoN. Can't we get both ways? I was hoping we

could get the gment bill for 1959 income and outgo, and the present

bill income an mltﬁ). T .

. Senator Frear. Mr. Chairman, along the line of the statement the
gentleman just made, the excess of income over outgo will not be made,

necessarily, in contributions by employers, employees, and self-em-
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ployed, but by the interest on the fund that has been built up to this
spproximately $20 billion; will it not? : S
r. Myers, The interest income to the fund is counted on to help
support the system. ) )
ator FReAR. Yes, sir. But isn’t that approximately the amount
of increase of income over outgo during that poriod of 10 years{ Isn’t
the increase about the interest on t'h:%o billion? Aren’t your pay-
ments equal, approximately, to the income other than interest !
vERs, Under the bill, you mean t
The Cuairman, Now, under the present law. How much do you
collect in intorest ! ) |
Mr. Myzexrs, We are now collecting about $650 million a year.
The Cuamman, What porcent? The Senator from Delaware wants
to know, and so does the chairman, These balances you speak about
come mainly from the interest paid into the trust fund; is that right

ornotf
Senator Frean. The excess amounts that will be resolved into the

fund will coms from interest, and not from Paymonts.

Mr. Myzns, No; I think that interest will be only a part of the
excess,

Senator Frear. It will be more than that, then'

Mr. Myers. Yes, sir,

Senator Frear. I see,

Mr. Myzus, I will show that separately.

(The requested information is as follows:)

Kstimatod incrcase in old-age and survivors insurance truatl fund, under bl

{In millions)
Inoreass of trust fund due to--
Benefit :
Taxre- | paymonts
Oalendar year oelpts and other | Rxoess of | Interest
outgo! | taxes over | receipls Total
total outgo
000, 4 e e euneeenee e ennee e mnen e eanes ) ,898 | ~$1, 208 so? -
1900 ceenesenrrnsmennsaesnrrnnnnrnarnnaen. ﬁ.’m ?:,m ‘a9 0 %
T SIS 11, 108 10, 83 124 a3 758
}g ........................................ };:m }k&?ﬁ i—m %’ :ﬁ
O sesseosessosont IR | I -l I

Lher outgo includes administrative expenses and transfers to railroad retirement acoount under Anancial
interchange provislons.

Senator Frrar. In 1959 how much balance will be left on this bill
itself, I mean these new taxes as compared to the new expenditures?

Mr. Myers. In 1059, neglocting the interest element, the bill will
bring in more in taxes than it will pay out in benefits in an amount of
about $600 million.

The CrarrmMan. Wi': *“at decrease in future years or not!

Will that be ‘ms)mximawly stationary under this bill alone?

Mr, Myzrs, Well, for & number of years there will be that exocess,
althou%\axix the long run it probably will be reversed.

The CrairmaN. What part of this comes from an increase in the
ml taxes and what part comes from the increase in pay which is

fmmu,soowu,agot o ; -

20748089
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Mr. Myzas, Of the $1.1 billion of additional taxes that will be col-
lected in 1959, about $400 million will come from increasing the earn-

ings base,

T"he other $700 million will come from the one-fourth percent higher
tax rate on the employee and the one-fourth percent on the employer.

Senator WiLLiams, I am slightly confused. A moment ago I under-
stood you to say that under the existing law we are collecting around
seven and a half billion in 1959, which would be—is that correct?

Mr. Myzrs. Yes; that is correct, Senator Williams.

Senator WirLiams. Under the existing law we would pay out in
1059, $8.8 billion ; is that right?

Mr. Myzns. Yes, sir; that is right.

Senator WiLLiams. And if there is no change in the law made, you
would have a deficit of $1.8 billion in 1059, is that correct !

Senator Bennerr. We have interest coming in.

Mr. Myegs, Except for the interest income and the administrative
expenses going out.

enator WiLLiams, Yes,

Mr. Myzrs. And payment to the railroad retirement account,

Senator WiLLiams. Based on payments to your income and increase
your income in 1959, as I understand it, by $1.1 billion; is that right?

Mr. Myers, Yes,sir,

Senator WrLLiaMs., And you increase your payments out under this
bill by $700 million ; is that correct!

Mr.MyErs. Yes,sir.

Senator Bennerr. $1.1billion.

Senator WiLLiaMs. Not your payments.

i Mx‘l tM‘nm.x The benefit payments are increased $700 million ; that
sright. p

Senator Wrriams, And in 1059 the effect would be we are increas-
ing taxes 14 percent, and we are increasing benefits 9 percent; is that
correct, if this bill isenacted

Mr. Myzrs. That is approximately correct.

Senator WrLtzams. When you figure it in 1960 we would reach
the maximum under this bill of 63 percent, whereas under exist-
ing law it would be 474 percent ; is that correct ¢

r. MyErs. Those are the rates for the self-employed.

Senator WiLLIAMS, Self-empk:{ed

Mr. Myzns., But, of course, under present law the rates for the self-
employed continue to rise after 1969,

enator WiLLiams. That is right.

The CrarmaN, Sixand three-fourths, is the maximum, Mr. Myerst

Mr. MyEers. Yes, sir, for the bill,

Senator Wirrians. But figured in 1969, under existing law the rate
would be 474 percent on $4200; is that rig'ht?

Mr. Myzrs. That is correct.

Senator WiLLiams. Under this bill they would be in that same year
Wﬂ)eroent of $4,800; is that right

r. Myzns, That is correct, sir.

Senator WiLLiaMs. And that represents an increase in taxes of 56
percent; is that correct ? : .

Mr. Myers, [It seems to be, I have not figured it exactly but it
seems to be correct.] Actually, 58 percent.
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Senator WiLLiaMs, Assuming there is no change in the law from
now until 1969 that would be an increase in cumulative tax of 58
percent higher than it would be in existing law for the year 10691 .

Mr. Myzrs. For the man earning $4,800. '

Senator WrLLaMs, For self-employed

Mr. Myers, Yes, sir.

Senator Wirr1axs, And the benefits would still remain with a 9-
percent increase; is that correct ¥

Mr. Myzrs. Approximately a 7-percent increaso for persons earn-
ing under 8‘%200 and 17 percent for the $4,800 individual,

enator WiLLiams, So I think we might just as well point out
what we are getting under this bill.

You are projecting a tax increase beginning at 14 percent that
scales all the way up to an increase of 56 percent in 196 y under the
sel{-?employed in turn for a 9 percent increase in benefits; is that cor-
m .

Mr. Myens, Yes, sir; that is correct. Of course, the ultimate tax
in 1075 and after is °“l,f, increased from 634 percent to 63 percent,

Senator WrLriaus. That is correct.

Mr. Myers. Which is an increase of only about 8 percent.

Senator WiLLiAMs, Just figuring up to 1969 since that was the point
raised before, that isall I am doing,

Mr. Myers. That isa correct figure for 1969,

The Cramruman. I would like to ask the Secretary if it would be
possible to include the question of the impact on the economy of the
country in the future of these taxes.

Isthat one of the studies that is being made

Secretary Fremaing. Mr. Chairman, I would like to ask the Chair-
man of the advisory council whether that is one of the studies that is
now underway.

The Cnamuan, That disturbs me very much. We are rapidly in-
creasing this burden fixed by law to the point where it may be ex-
tremely burdensome, if not destructive.

Senator MarTiN. May I interject, Mr., Chairman, by saying we
have now and have been for several days studying the impact on our
economy of reciprocal trade agreements, and the difference in wage
soales of various countries.

I think, Mr. Chairman, and I am making this comment, I think we
ought to take into consideration whether or not this increased cost of

roduction in our countr{ and this is an increased cost of produc-

ion, what effect that wil have in our competition with other coun-
tries of the world ¢ )

Mr. ScrorrLaND, Mr, Chairman, the Advisory Council is not con-
sidering in any detail the effect of these taxes on our economy as &
whole. "It is felt that its frame of reference is to consider the fiscal
soundness of the m itself, However, the Council is aware of the
fact that such studies are being made. .

The National Bureau of Economic Research is going into this very
question, and a number of other groups are inumee% in this ques-
uonl so that we anticipate there will be some rather authoritative and

studies, )
" The Cramuan, Will that be on this specific question !
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Mr, Sonorrranp, Yes; on the specific queation of the effect of social-
security taxes on the economy as a whole, S

The CrAIRMAN. Mr, Seoretarlvzgpst one other question,

Do you regard the passage of this bill as bein inﬂationn?' ‘

Secre LeMMING, Well, Mr, Chairman, as far as the old-age and
survivors insurance aspect of it is concern , obviously it is not be-
cause it improves the fiscal soundness of the system.

I have pointed out the proposed changes in the public-assist-
ance law would add in the first full fiscal year about $288 million to'the
Federal deficit, and consequently to the extent that a deficit in the
operation of the Federal Government contributes to inflation this
would make a contribution in that direction. “o

The Cramrman. You say that the study is being made by other
agencies of the Government as to the impact. -

Senator Bennerr. Private agencies,

Mr. ScHoTTLAND. A private agency.

The Crarman. Yes, I would like to see included in your report
if it is possible to do it the study of the impact of these taxes. I think
that would be a great problem in years to come and I want to ask
whether that could not be done, '

Secretary Fremaano. Mr. Chairman, I would be very happy
through the chairman to take that up with this Advisory Council to
determine whether or not it is possible for them to make such a study
within their frame of reference. ‘

The CuairMAN, I know the finance committee would be anxious to
have that study made because we are embarking on a great project
here that is going to cost—we would like to know where the point
comes when it is going to be destructive or very harmful to the busi-
ness economy of the country. '

Secretary FrLemming, Right, .
to’(ll‘h:hctx'umu. Could you have a subcommittee of the Commission
otha :

Secretary Fremmina. I will be very happy to look into that. Hay-
in};)z been around only a few days, I am not familiar with the way in
which this council has been operating but I will be very happy to
look into it and to see whether or not we can have such a study inade.

The CuammaN. And let the chairman know?

Secretary FrLemaine. Right; I will be happy to report back,

Mr. Chairman, on the points we have been iacuaainﬁ Assistant Sec-
retary Richardson has a point he would like to make and which I
would be very happy to have him make,

Mr. RionarosoN. Mr. Chairman, I though it mi;iht be somewhat
olarifying if I said a few words about the character of the short-range
and the long-range estimates that we have been discussing and the re-
lationship to them of the proposed increase in contribution rates pro-
vided for in the House bill, L

I think it should be made clear that when it is said that under ex-
isting law there is a long-term actuarisl defioiency in the old-age and
survivors insurance system of about a half percent we are talking
.about the quite remote future, :

Actually even under existing law, the trust fund of the old aﬁe
and survivors insurance system will build up graduslly so thet by
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the year 2000 it is estimated on the basig of the intermediate cost esti-
mate to aggregate about $54 billion,

The CamMaN, That assumption is on the basis that the Congrees
will not increase the benefits without Eroportionate taxesf

Mr, Riouaroson. Yes; I am speaking of the existing law,

The CizairMAN, Thatlsa violent assumption.

" We have gone into these benefits every 2 years, every election year,
since this program started.

Mr, Rionarvson, Under this assumption, under existing law, it
would be $55 billion in the B;m 2000, Under the House bill it would
begswa billion in the ’Fear ) :

'he CnatruaN, That is conjectural, is it not! Because that de-
pends upon the Congress increasing benefits without increasing taxes?

Mr, KionaroeoN. ‘That figure is a projection based on the effect of
the House bill, It does not purport to reflect what Congress will do.

he Cuamuan. Speaking of the future, speaking of the year 2000,
you indicate the Congress i8 going to increase taxes whenever benefits
are inc

Mr, Ricuanoson. This is solely a J)ro}'ection of the House bill.

The CriatrmaN. That is based on the fact that no future legislation
will be enacted !

Mr. Ricnarbson. Exactly,

. 'The Cnairman. That increases benefita and at the same time that it
increases taxes !

Mr. RiouiarnsoN. That is true, Mr, Chairman,

I merely am trying to illustrate the fact that even under presunt
law, notwithstanc mq short-run excesses of benefit paymnents over in-
come to the fund in the years 1060 through 1964, the trust fund would
xgcial\i?rtheless after 1065 increase until in 2000 it will total about $53

ion.

The effect of the House bill, as well as erasing deficits in the years
1060 through 1064, is to produce much larger increments to the trust
fund by the year 2000, and when we talk about a long-term actuarial
deficiency of about a half percent we are talking about a deficiency in
the years 2060 and beyond. The real effect of the House action in
inoreasing taxcs or rathor accelerating the scheduled increase in taxes,
ia thus to shift & larger ultimate share of the cost of the system to
the present generation of contributors.

IP that were not done, the eflect would be to defer those taxes to
fome future generation of workers and employers, even under present
aw,

Senator CarrsoN. Mr. Chairman, while we are looking to projeo-
tions, I believe my figures ave correct that, at the present time, we
have about 15 million pooplei’:r Slé, reent of our population, that
are 65 years or older, and in about 1978 it is anticipated that we might
have 21.5 million, or 10 percent of the population. I sm sure tha
counted into this projection you are makmq.

Mr. RicrarneoN. Yes; it is, Senator Carlson. . )

!ii%;n'nmr Douvaras. Mr, Chairman, may I ask a question on this very
point

The CrammMAN. Senator Douglas.

Senator Doucras. Isn't tho‘:g another safety factor which is not
taken into scoount; namely, the upward drift of ! Imay
@y I think Mr. Myers is an extremely good actuary, very oons
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servative, and, as an actuary, he should be conservative, but, if one
oonsiders that the average earnings will continue to increase to 1065 as
thgxrhava—-—- ‘ .
. Myzss, Yes, Senator Douglas; we assume the earnings are
level in the future at the level of 1956, .
Senator Douaras, But during the time the system has been in effect,
there has been a continuous trend upward of earnings? Isn't that

truef

Mr, Myzrs, Yes, .
Senator Douvaras. Unless the future differs very much from the

past, this upward movement will continue, and as it continues the
receipts wilF rise and will be a greater safety factor than that which
is allowed. Since the benefits will not increase at the same rate as
the receipts, there is therefore, an additional safety factor which is
built in; isn’t that true?

Mr. Myers. Yes, Senator Douglas; that is correct. We have always
done that on the bagsis—

Senator Douaras, I understand. ) .

- Mr. Myzes continuinﬂ. That the existing plan was built for the
* economy of today and, if the economy ohangwgcﬁ-——»—- . -

Senator Doucras. I merely wanted to reinforce Mr. Richardson's
point that we need not ‘be ﬁrophets of gloom and.doom on this.

Senator Frear. I think, Mr, Chairman, as well as what the Senator
from Illinois has said, the basis is on what you term the high employ-
ment which, in our terms, means full employment; isn’t that truef

Mr. Myers. That is just about the case; it really means close to
full employment, ) )

Senator %Vm‘uus. But, getting back earlier to what you said 10
minutes ago, you said your basis was upon $180 billioh payroll today;
that was projected to o figure of $280 billion [i)afroll. re you telling
ug that you don’t use any increase of the $200 billion in your computa-
tion, or are you gg:‘xring it will be $180 billion in 20001 . )

Mr. Myers. ator Williams, the reason for that increase is
solely due to the increase in the population of the country; more
people will be working but still are assumed to receive earnings at
the rate thengem being paid in 1956, )

Senator WirLriams, And you figure on no increased wage scale
above 1956 throughout your computations?

Mr. Myers, That is correct, Senator.

The CHamrman, Have you made any allowance for inflation in
future years?

Mr. Myegs. No, sir. We have assumed that the earnings level
would stay the same as in 1956, because althouﬁl; in past histo? the
earnings have continued to rise, as Senator Douglas has said, we
think that the asaumgtxon we should use for earnings should be con-
sistent with the benefit level established by the 1px'ogrram at the time,
in other words the way the program was in 1956, and the benefit
formula at that time, :

The Caamman. Are there further questions of the Secretaryt

Senator Lona. Yes, sir. , AR

Senator Kern, I have some.

The CaamrMan, Senator Kerr? - | .

Senator Kurr. Mr, Chairman, I am trying to analyze the opposi:
tion of the administration to the public assistance feature of the bill,

|4
[
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The first sentence after stating your authorization says:

;‘)vrfn :‘«;’lll::.a that H. R, 18540 incorporates some very desirable administrative

Do you mean el:{v that you think the formula for the additional
assistance provided is a better one than the one now in uset

Secretary Fremmina. Senator Kerr, we do believe that it con-
stitutes an improvement ovor the existing formula.

Senator Kxrr, Well, then, assuming that Congress is of a mind to
provide increased public assistance, would you recommend that it do
80 on the basis of the formula in this bill or on the basis of the historical
tf’grmﬁutlsa' heretofore used by the Congress when providing additional

ne

Secretamg Fremumine. We think that the elements in the formula to
which I referred in my testimony constitute an improvement over the
existing formula, and we would hope that those principles would be
moor[}qrahed in any future revisions of the public assistance formula,

As I indicated, and of course as you appreciate the existing formula
expires on June 30, 1959, and these grm ples, which I have lined and
which I have regarded as acceptable are principles that we would
kea;: in mind in making any recommendations to the Congress at its
next session.

Senator Kerr. In other words, then, if the Congress had in mind to
make or to increase the assistance program by as much s is provided
in this bill, you would feel that the formula 1n the bill is a better one
to do it with than on the basis as it has been in the I;:)st where we just
voted for an additional $5 increase either top or bottom of the as-
sistance program{

Secretary FrLEmaiNg, That is rifght. The principle with which we
take sharp exception is the principle which steps up the percentage of
the Federal contribution.

Senator Kerr, Well, what percent does the Federal Government
now pay, say, of the first $301

Secretarmnmo. The first $30 is 80 percent.

Senator Would you prefer that the Federal Government sda{v
the first 80 percent of the first $30 as now provided and then the addi-
tion under this formula f ,

Secretary FLemamina. Senator, the position we takeis that a formula
should be worked out which would not increase overall——

Senator Kerr. Which would do neither?

Secretary Freamyne. Which would not increase oversll the per-
centage of the Federal contribution to the public assistance program.

Senator Kxrr. In other words, then, you would want a formula
worked out that would make it possible for additional benefits in
those States where the States are in position to proportionately in-
crease the benefits which they provide!?

Secretary FrLemaana. I have recognized the fact, Senator, that if
the kind of a formula that is incorporated in the bill, were applied
to the problem in such a way as to prevent an increase in the total
Federal participation, that that would mean that so:ne States would
m?&ﬁly share to & greater extent than they do now. in the Fed-

" Senator Kxrr. Orelse—— .. | o
Secretary Fremmanag, And other States would not share as much,
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Senator Kxar. Or else the beneficiaries would not get the increase

Secretary Fremming. No; it seems to me that there is nothing that
we 8u that would keep mythinf awgy from the beneficiaries
‘unless the State itself-—unless some of the States themselves decided
to reduce the amount.

Senator Kerr. Well, Mr. Secretary, if you worked out a formula
whereby a State would have to increase the percentage it paid to the
beneficiaries and it was not in position to increase the money under its
p but the formula of an increased porcentage by the State
was applied to the amounts received by the beneficiaries, then the
amount received by the beneficiaries would automatically be reduced,
would it net? I mean that is just a matter of simple mathematics,

Secretary Frmxaana. That is right. Senator, we assume it is pos-
sible for the States to participate to a greater extent in the public assist-
ance program than is now the case. _

Sena“ tor Kxnr, But the question I asked you was assuming they were
DO

Secretasy Fresyina, If you indulge in that assumption, which I
do not indulge in, why, of course, you would follow through to the
oonclusion that you have stated. ,

Senator Kerr, That the change in the formula with reference to
beneficiaries in the States where the States are not able to substantially
increase the benefits would result in a decreased amount to the bene-

ficiariest
Secretary Fremmina, In some States.
Senator . In those States that I }{ave described without nam-

ing. .
‘éecrotary Fremmina, That is right. .
But again, as I say, I would not start from that assumption, that is

the difference.

Senator Kxrr. Well, you made that clear, Mr. Secretary.
Secretary FLemMMing. Right.
Senator But it is not binding on the committee.

Socretarklimuumm. O1 course not.
Senator And it is all right if I asked what the result would
be in indulgi%g in the other assumption{

Secretary FLemaana, I just want to— .

Senator Since we are indulging in assumptions we are not
limited to one, are we?

MMiNg. No,sir. [Laughter.]

Senator Now, in your statement you say:

If the States find that increased payments to individuals are needed, the Fed-
eral Government already is in tion under the existing law to match, on a
80-50 basis, State funds to increase payments for 60 percent of all the persons
now receiving old-age assistance.

That is in the States with the lower average payments on the bene-

ficiaries, is it not !

Secretary FLemmno, That is correct.

Senator So that the present formul;‘ while it bas resulted
in an increase in the percen paid gy the Federal Government in

the entire country, is one in which the Federal Government is &
to the lower average paid in the States where such lower average

being paidt
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Secretary Fremaminag. Senator Kerr, I would ssy that the deouion
that has been made to BP sta lower rate hu been a decision made by
the States, not by tha eral Governmen

Senator Kenre. ncumd in by the Federal Government insofar
M the paymontl received b NY beneficiaries is concerned {

Fuemming. No, The Federal Government is siumﬁ:u
n&that if you decide to increase those benefits, we have ds
an le which we will match on & 50-50 basis..
Senator Kxre. Up to a certain point{ -

Secre Freuming. That is right.
Senator Kerr. You do not matoh it 50-50 above that certain pomtl

Secretary FLemamina. That is correct, but we are not talking in con-

nection with the Stateg—
Senator Kerr. I am not trying to attach blame one way or another,

Iam just trymg to get mto t.hisracord the facts.
Sontor Kuan. Now. the Jaci
Senator Now, ‘the facts are that in the States where this 40

percent ig——
Secretary Fremamina. Sixty percent.
Senator No; 60 from 100 leaves 40. I am talkmg about the

40

Secreta. Fummzm All right,

Senator Kerr, The States are payin, &a proportionately higher per-
oentage of the total than the Federal Government, are they not !

Mr, ScuorrLanp. Not necessarily.

Senator Krrr. Well, the Federal (Government participates in the
first $60, does it not ¥

Mr., SororTLAND. That is right.

Senator Kerr. If the State 1s paying $120 there is $80 of it that the
Federal Government does not participate in a dime, is that correct !

Mr. Scuorrranp, That is correct.

Senator Krrr. So any time it goes above $60 tot.ul to the I eneficiary
the percentage of the Federal Government in the amount paid on that
beneficiary starts declinin 'Fh isthat right?

Secretary Fresrming. That is right.

lﬁegator R So that while thero are 60 percent of the Statu in
which——

Secretary Freaying. Sixty percens of the persons,

Senator Kerr. Well, that is pretty well related to the programs
within the States, ig it not !

Mr. SororrLanp. There are many States that pay much above $60
and would have a large number of &ersons receiving under $60.

Senator Kerr. But to the extent have persons receiving above

the percentage of the Federal participation in the nnount paid to
those beneficiaries correspondingly decreases{

Mr. Scrorrranp. That is correct,

Senator Kzap. And the formula in this bill would chsnze that,
would it not?

Secretary Fremmina, Yes, that ie correct.

Senator . That is the reason you say it is a better formula than
the one now in force or in gﬁ‘:ceg bt what is ‘“.

Secretary Fremmano, w mlly an equalization
ture that ia incorporated in the House bill makes very good sense. .
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' The CriarrMaN. But you are opposed to its inclusion at this timet

retary Fremming, We are opposed to including it and other fea-

;:reg in Btliwh & way as to inorease the overall percentage of Federal
rticipation. : :

Senator Kerr. You would prefer the spending of this amount of
Federal money under this formula to the spending of the same amount
of money if the Congress decided to let the Federal Government pay
80 percent of the first $85 or 80 pereen‘: of the first $40 rather than 80
percent of the first $30 as now provided

Secretary Fremmana. That is correct, Senator. ‘

Senator Kere, Now, if the Federal Government provided for an

additional $5 in those é}stea where it would be matched by the States,
can Fou tell the committes the amount of the average increase that
would be provided to the beneficiaries?
_ Mr, Souorrranp, Well, Senator, in the past? the history of these
increases has been that for the first year not all States pass on all of
the increase, but over a &eriod of a year or two the States tend to
pass it on, so that it is difficult to say what would happen in the first
year; it would deﬁmnd a great deal on the fiscal position of the States
and the State legislatures. )

Generally speaking, over a period of a few yecars—around 2 or 8
years-mthemon around §3 to $3.50 of a $5 increase. .

Senator So if the Co , 88 it has in the past, provided
&articipacion for an additional ﬂ the practice has demonstrated that

t amount would not be received on the average by the beneficiaries
in the States? ) ) )

Mr, Sonorruanp, Except over a period of time, and over a period
of time the tendency has been more and more to pass on the increase.

Senator Kerr, But as you say, on the basis of experience your esti-
gxaate ég ;3:(; within the first 2 or 8 years the pass-on would be about

to $3.

Mr. Sonorrnanp. That is right, It might be o little higher, I do
not have the exact figures here before me, )

The amendments to the Social Security Act since 1046 have not
resulted in any net decrease in State and local expenditures; all the
States spent more from their own sources in 1055 than in 1046, In
sddition, except in a few States, average payments to recipients of old-
age assistance and aid to the blind increased by the full amount ($15)

rovided by the 1946, 1948, and 1952 amendments combined, and many
gtatee raised payments more than $15. About 8 out of 5 States also
increased P ments in aid to dependent children by at least the full
amount o ge Federal increase under the 1946, 1048, 1050, and 1052

amendments.
Senator Kerr. In your statement you say:

In recent years a steadily increasing portion of total public assistance costs
has been shifted from the States to the Federal Government.

You said in 1986 State and local governments provided how much—

80 é);mnt, wagit?
mmrklé‘::umm. In 1987 it was 80 percent.

Senator Now in 1937, the States and local governments pro-

vided 80 percent.
How much was tie average received by the beneficiaries at that

time!
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Mr, Sonorruano. The average received by the beneflciaries, we do
not havet‘an average payment readily—we could get that for you in
& momen .

Senator Kzrr. All right. I want to congratulate the Department
of which you have become a part, Mr, Secretary. It comes nearer
having the information available to auswer the questions asked by
this committee, I believe, than any other one that comes here.

Secretary FLemming. 1 appreciate that very much,
Senator Krzr, So you proceed with perfect confidence because any

question that any member of this committee could think of can be
answered by somebody that you have got around.

Secretary Fremaing., Thank you, sir. It gives me a very com-
fortable feeling. [Laughter.] ‘

Mbr. Souorruanp. While we are looking up the exact amount I might
givo you the figures as to percentages,

Was z:mr question for 10374

Senator Kerr. That is the first date he gave us.

Mr. Scuorrranp. Taking old-age assistance—

Senator Kern., Yes,
Mv. Scntorrrann. First, 1037, the average amount expended in the

country for old-age assistance was $19.46,
Senator Kerr. Per personf
‘Mr. ScrorTLAND., Per person. )
Senator Kerr, And the States on an average paid 80 percent of

that!
Mr. ScaorrraND, Well, the States in 1937, yes, paid around 80 per-

cent of that.
Senator Kerr. Now then he tells us that in 1946 State and local

governments provided 60 percent of the costs of all public assistance,

what w&j ;.he averago amount received by old-age beneficiaries that
ear, to

y Mr. SonorrLano. I should g)oint out, Senator, that that figure of 80

percent—the exact figure is 7814 percent—that is for all public assist-

ance, not just for old-age assistance.

Senator Kzrr, If there is a considerable difference then tell me be-
cause what I am just trying to do, what I am trying to do here, Mr.
Secretary, is to show that in the beginning, although the program was
veg limited, the States bore the most of it.

ecretary FLEMMING, Yes; that is right.

Senator Kxrr, And I do not believe, I really do not believe, that
anybody representing the Federal viewpoint can point with much
gmdo to how much the Federal Government was paying to those bene-

ciaries who were receiving such low amounts; do you?

Secretary Fremmina. I voould concur in that.

" 'Senator . That is not a source of pride to the Department; is
Secmuri(mxhwuma. I would concur in that.
Senator . That the average being received by the old people in

the country was $191

Freaonanag, Thatisright,
~ Senator And that the Federal Government, in its majesty
and might was paying nearly a total of $4 of that; you do not point

to that.with pride; do yout



134 SOCIAL BECURITY

Secretary Frauuine. I do not. o 3

The Cnamman. That is when the dollar was worth something.

Secretary Fremming, That should be pointed out.

.Senator Kezn. Was the Federul dollar worth any more that it fur-
nished than the State doilar that it furnished !

Secretary Fremmana, No,

Senator Kera. Does the chairman admit that? .

The CnamrMaN. The chairman says that the $19 in 1037 were worth
far more than they are wda{;o

Senator Kear, That is absolutely correct. I was not—

The Cramrman, It was worth much move,

.. Senator Kexr., It was worth 100 percent more then than it is now,
if the chairman wants to get it correct. But the point about it is that
the dollars furnished by the State in 1087 were worth just as much as
the dollars furnished 'y the Federal Government dollar for dollar.
That iscorrect ; is it not

The CuairmaN. Yes, but the Senator spoke of the ability of the
States to do cortain things.

Isn’t it true that most States in this Union have balanced budgets,
so far as you know?

Secretary Fresmina. That is my understanding, ‘

The Cnamman, Isn't it true we have— _

Secretary Fremanna, I will furnish the information on that.

*(The following was later received for the record :)

In 15 States, general revenue excecded general expenditure by 8 percent or
more in 1057 and in 14 Rtates the difference between general revenue and gen-
eral expenditure was less than 8 percent, according to the most recent compen-
dlum of State Government Finances issued by the Bureau of the Census. In
the remailning 19 of the 48 States, general expenditure exceed yeneral revenue
by 8 percent or more in 1057,

Senator Kerr. That is fine and you are going to find a lot of them
without balanced budgets. .

The Cuaraan, Let us find out what the State deficits are and
compare them with the Federal deficit. .

Tsn't it true we ave facing u $12 billion Federal deficit?

Secretary FLesming. That is correct.

The ChAIRMAN. Isn't it true we are not likely to have a balanced
budget for many years! ‘ . . )

Secretrny FLEaMiNg. Mr. Chairman, I am not in position, I think,
to project. .

he Citarratan. The Secretary of the Treasury will appear before
this committee next week and will state there is no prospect in
reasonably near future for a balanced budget.

Senator Kerr. I thoroughly agree with that. I do not want to
engage in an argument here with a man for whom I have as much
respect as any living man but T do not believe the chairman of the
committee wants to eliminate that deficit at the expense of the people
on the old-age assistance rolls. o ) V

The Crammuan. I did not say wanted to eliminate it. L

I say the future of this country depends on a balanced budget over
the years to come. Our budget has been out of balance practically
for 25 years. Wo have accumulated enormous debts and with

this terrible inflation.
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Now, the time is coming when we have got to balance this bu
otherwisa inflation is i%g to destroy mﬁ? economny, and oemdxﬁ?
continuing inflation robs people on the old-age assistance rolls, They
are among those who are hurt first and most.

Senator Marrin. Mr. Chairman, ¥ou might also add this, that we
are most unfair to the beneficiaries of social security or old-age assist-
ance unless we give them a sound dollar and not an eroded dollar,

Senator Kenr. I want to tell you they are not in much shape to try
to arbitrarily demand as to what kind of a dollar Yyou give them and
I want to say that I know a lot of them, if you wait to give them any
more until you can give them a sound Jollar, it may be too late to be
very helpful to them, [Laughter.]

would rather give them a sound dollar than an unsound dollar
and I say that without admitting that the present dollar is an unsound
dﬁ}ar,}l&r. ?huirmun. But it is the only dollar we have got, is it not!
ughter.] .

The Cuairman. Unfortunately, it is.

Senator Krrr. So if we are going to give them—

The Crarman. I would much prefer to have the dollar back to
the 1939 value.

Senator Kenr. I made a little statement here one day on how we
could do that and I will ]}l\lﬂt refresh the chairman’s memory on it.

The first thing we ought to do if we are goings to restore the 1980

;lolliu' is to reduce congressional and governmental salaries to the 1939
evel.

The CniainMan. I will agree to that——

Senator Kerr, The next thing—— I

The CuzarMaN. You did not allow me to finish my statement.
will agree to that if we reduce the expenses and stop inflation, )

Senator Kenr., The next thing we ought to do and will have to do is
to reduce the cost of labor to the 1989 level.

The only way you can increase the value of the dollar is to reduce
the value of what it purchases. So if we—
: The CuairMaN, The Senator does not object to an inflationary dol-

ar,

Senator Kerr. I dobut Iam justtelling you—-

The CnatraaN. You are arfumg in favor of it ! )
Senator Kers. Notatall. Iam just telling you how we can achieve

that very worthy objective and I think when we start out to do that
we ought to start out early in the terms of those doing it so we will
still be here to finish the job. [Laughter.]

You see the first thing— .
- The CHamMAN. Let me ask the Senator a question.
Senator Kxre, Let me finish my formula and I will be glad to an-

swer any question. . o

Senator AnpersoN. Who is testifying? )

Senator Kxrr. To be entirely consistent, if we are going to restore
the value of the 1989 dollar we ought to reduce our own salaries to
therig% le;el am%) lthen all ({:k)vex-nxnex;:;i amploy]e:s, :1((11 tlix:n {)gﬁmg 012;

i that noble example, we would pass 8 law reduc
:cpale tg){he 1939 level, ang :inen if we were still here [laughter] and

i tained by the courage that had carried us thus far, we would
;.fel}tlts::dul; theyvalue of g;ricultuml production to the 1989 level

and-—
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. %lnmr Axnpxrson. It is there.
~The » Does the Senator approve of the inflation !
. Senator Kmaz, No, sir, I do not, and let me finish my formula,
The CuarrmaN, You are talking on two sides here,
Senator Keaz. Notat all.
The Camumax. I asked if you approve of cutting the value of the
;ltoil'lu down from 100 cents where it was in 1939 to 48 cents where
now,

. Senator Kern. Isuggest it is not entirely conclusive.
The Cuamuan. It 18 just as conclusive as some of the statements

the Senator made. Nobody is cutting down the salaries on the 1030
dollar level, I contend if we continue this inflation and lose as much
of the purchasing power in the next 15 years as we lost in the past
18 that then we are going to destroy our economy.
ator JnNER., There is no argument about that, is there!
Senator Kenr. I don't think we are going to destroy the economy
but I will tell you right now you are going to shatter my train o

thonght unless you let mo finish. [Laughter.&
The Cuammuan. If I am able to shatter the Senator’s train of

thought—-,

Senator Kenr, I mgight not approve of being out in the sun without
any protection in a 120° temperature, But I would not want the only
alternative to be placed in a deep freeze where it was 20° below zero,

The Cuaraman. It would appear that you have destroyed your own
train of thought. You have brought up a new issue entirely.

Whether you would be out in the sun or in a deep freeze [Yaughter]
has never been mentioned before. ‘o

Senator Kerr. The Senator said that the only alternative, as I un-
derstood him, to the destruction of our economy by inflation was the
restoration of the 1039 dollar.

The CuairMaN. The Chairman did not say that.

Senator Kere. You said you wanted very much to restore the value
of the 10389 dollar,

The CuamrmaN. Of course, we must take into account such sound

grtggmsa as has beon made since 1939, But I am opposed to inflation.
gress based on inflation is not sound. I think inflation is destruoc-
t inflation has occurred since 1989,

tive to this country and grea )
Senator Kzrr. I say to the Senator we need not be destroyed either

by returning to the 1939 dollar or inflation. .
The Cuamuman. The Senator is willing to go along and have in-

flation and not object to it and then argue you cannot go back to &
certain dollar, in & certain year, because you would have to reduce
the Senator’s salary and that of Congressmen and everybody else
and we will all be defeated, and there would be nobody here.
Senator Jennzr, That would be good. That might help.

[ Soungator l&n-rm Might I say something relative to the reduction

of salariest -

Back in the early thirties, I helped reduce the salarics includin§ my
own in the Commonwealth of Pennsylvania, and, unfortunately, I am
stillon thogayroll. S

Senator I don't think it is so unfortunate, Mr. Chairman.

Senator MarTin. Thank you. E *

-
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Senator Knra. Let me finish giving the formulas, because the only
way, the only wa {)ou can increase the value of the dollar is to reduce
uys.

the price of what it
e CHAIRMAN. You can prevent further inflation to & certain

extent.

Senator Kzre, That isone thing.

The Cuamuman. You can prevent further inflation or encourage
further inflation. I have never contended that we can abruptly recap-
ture purchasing power of the dollar once it is destroyed by inflation.
One reason I am so opposed to inflation is because of the difficulties in
recovering from it.

I am opposed to further inflation.

Senator Kerr. We recovered the value of the dollar in the early
thirties and there was a restoration of the value of the dollar in s very
fow years to a point of higher than it had been in 15 years.

Senator JENNER. Through war,

Senator Kxar, No, through depression. .

Y And x;‘qw if I may be permitted in connection with the questions
was asking, :

The Cm%mun. I am sorry to interrupt the Senator.

It brings out new thou%hta. I did not think we were being in the
deep freeze or in the heat had anything to do with the discussion.

ator Kena. It had just this mach: What I was trying to show
the Senator was that in my questioning and statement I favor neither
the return to the value of the 1980 dollar nor do I favor ruinous

inflation,

The CizairmaN, What do you favor! ) .

Senator Kere, T favn. ining permitted to finish this formuls right
now, [Laughter.] ) . )

The Cnairman. All right. But this is beoommi a lonﬁnand in-
:iolved formula, The Chair hopes there will be no terrup-

ons.
Senator Kenrr. That is all right. But you see we just reduced the
value of the salaries of Members of the Congress and the emtfloivees
of the Federal Government, we reduced wages of labor to the 1039
level, we had restored the dollar by reducing the value——-

The Cuamman. You do not apply that to the Senator from
Virginia, do you?

Senator Kerr. No.

The CrairMan._First you accused me of that. .

Senator Kerr. Not at all. You were the one who said you would

like to see the restoration of the 1989 dollar.
The Cuamman, In substance the chairman said he wanted a dollar

worth 100 cents.
Senator Kxsr. Idid not add a thing to that.
I was just putting into the record here a formula whereby that

objective could be achieved, )

éenator Wiriams, It might help a little bit of both because one sart
of that formula when you get down to it to rolling back would be
to roll back the nationai debt which is & mathematical ixva;sowbﬂity,
and I think all of it is a lot of talk that cannot be achieved.

Senator Kragr. That is a difference in viewpoint, I found out—--

Senator WiLLiAMs. Areyou going to roll back the debt, toot
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Senator Kzrr. I found out you can get in debt with high-value
dollars just the same as you can with low-value dollars. :
Senator WrLLIAMS, at would do with the debt when you roll

thut back ¢
Would you roll back the debt to the 1989 level, or how would you

dothat?

Senator Kerr., Of course you would not. You do not change the
exact number of dollars in the national debt whether you increase or
decrease the value of the dollar. )

Senator WrLrams, That is the point the Senator from Virginia
made, that once inflation is an accomplished fact, it is mathematically
impossible to roll it back.

t may be controlled, it cannot be rolled back.

Senator Kerr. I am not saying it is impossible to do, I do not
think it is impossible to do. I am telling you how to do it.

Then, if men were still here in the Congress after having achieved
those objectives, they would then have to restore the value of services
such as those performed by lawyers, doctors, of optometrists, nurses,
engineers and others——

ator Frear. Would the Senator object to putting that in the
second place instead of sixth |

Senator Kerr. Not a bit in the world. They are all part of the
pattern. I just felt this about it, that if we did survive as elected
officials having done the first three that I referred to, I would want to
remind Senators that doing the latter would gertainly—

Senator Frear. Finish it.

Senator Kerr. Finish it, that is right.

Senator BEnNeTT. Mr. Chairman—

Senator Kerr, That is what it would do.

Senator Bennerr. That is & very interesting discussion but I am
looking at this long list of witnesses with 2 days of hearings, and I
would respectfully suggest that maybe it could be saved for another
occasion and we could go back to the problem before us.

Senator Kerr. I thank the Senator for monitoring the time of me
and the Chairman, [Laughter.]

I can only say to him that I asked the witness a question as to
whether or not the dollar furnished to the recipient by the Federal
(i}lovgmment in 1937 was of the same value as the dollars furnished by
the State. .

Senator Bennerr. The witness answered the question.

Senator Kerr. He did, and then the train of questioning was inter-
rupted by our esteemed chairman and others on the committee, and
I cﬂ) not know how either the Senator from Utah nor the Senator from
Oklahoma can prevent that having occurred or its reoccurrence,
[La.ughter.’]I ‘
You might roll back the national debt——

Senator BenNerT. But you cannot roll back the Senator from

Oklahoma. Lau@ber.]
Senator Kerr. You might roll back the Senator from Oklahoma.

The CrammuaN. Never.
Senator Kerr, But I assure you you are not going to roll back the

membership of this committee. [Laughter.]
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Now then, in 1946, Mr. Secretary, you said that the State and local
governthents provided 80 percent of the costs. Do you give me the an-
nual amount that the old-age survivors were receiving then#t

: Seomtat. ry Fremumine, $35.31 was the average old-age assistance
paymen
enator Kerr., About $35,let’ssay.

The Federal Government was furnishing 40 percent of that which
would be $14 a month, and the States $21 a month{

Secretar¥ Fremming. I do not have the exact figures that far back,
the Federal Government was furnishing more than 40 percent.

This is the percentage of all public assistance and I am giving
theS;iollt:r figure %x‘}l grtold~agenaaswtan9e. 50 relationahin sxistat

nator ell,bu era y?eakm @ relationship exists

Secretary Fremming. Tﬁea:e would be a %imilar relationghi but
:pe Federal Government was furnishing more than 40 percent at that

ime. .
Senator Kzra. Well, then, whatever percent——

Secretary FLemyiNag. In that program.

Senator ;(mm. Whatever percent more they were furnishing to the
aged, would be in dollars and therefore a corresponding percent less in
aid to dependent children and the blind.

Secretary Fremuana, That is correct.

Senator Kerr. Now, Mr. Secretary, do you point with pride to the
amount the Federal Government was contributing in 19471

Secmtar{ Fremmina. Senator Kerr, it seems to me it could have
undoubtedly done better at that time.

Senator Kene, You know I would think, Mr. Sec%yon would
point with pride as one of the accomplishments of this Inistration
to the fact that the Federal Government today was making it possi-
ble for the average beneficiary to receive how much .

Mr, SororrLanp, Old-age assistance, the average beneficiary today
is rweivin%othe latest average ig——

Senator Doucras. Sixty-one dollars.

Mr. ScHoTTLAND. Sixty-one dollars; that is correct.

Senator Kear. But by reason of the increases which the States have
made and the greater increases which the Federal Government has
made, old-age assistance beneficiaries now receive an average of $61
a month instead of the $19 they received in 1987; is that about correct

Secretary Fresmmina. ‘That is right. It does not allow as the chair-
man has pointed out for the difference in the value of the dollar but
those are the actual dollar figures. )

Senator Kear. But the dollars furnished by the Federal Govern-
ment are still of the same value as those furnished by the State!

Mr. ScorrLanD, That is right. )

Senator Kerr. And therefore, this accomplishment that has been
made possible by the Federal Government is not a source of pride to
you nor the administration but one of regret! )

Secretary Freamsuna. Senator, I have not said anything alon§ that
line. I have not even implied it. I have simply said in our judg-
ment the overall percentage of Federal contributions to the piblic-
assistance program should not increase. . .

Senator . Well, if you approve it why did you use it as the
baais of objection{

207488810
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- Secretary Fremauna, Use what as the basis for objection!
~ Senato kxu. This tabulation of figures which shows that the Fed-

r
eral participation poroentagewise has inoreasing,
Ifbl%ox:l amvur“ that w}fy. do you use it hore as tﬁo basis to sustain
an objection

Secrotary Fremmino, I was not objecting and I did not state any

objection.
&‘ha onli objection that I stated was to a further increase in the per-
centa too Federal participation. That is the only thing I have ob-

w £ ]
i Senator Kzar, Mr, Secretary, you start out by saying:

The second major issue which T would like to discuss deals with the proposed
in the Government's participation in public assistance—

and you say you o that, ' Isn’t that correct?!
So{retu yg‘ualp:: Igo back&o r'agom—-
A

Senator Kerr, I say you oppose
Secretary FremmiNa, I oppose a further increase in the percentage

of Federal participation, nothing else,

Senator Krrr, I thought you said {on op the $288 million
beoause that would increase the gmapeo ive defloit?

Secretary Fremamino. I said I op it because it would increase
the Federal particifution the percentage of Federal participation
in this program. I called attention to the fact that it would like.
m add to the Federal deficit but the basio objection is the one I have

mi . ’
Senatornﬁm But Kou say that you would prefer this formula to
the one that Congress has heretofore used !

Secretary Fremana, That is right, and I have stated, and I have
outlined three aspects of the formula that are included in the House
bill we think from an administrative point of view would improve
the situation.

Senator Kxsr. Would you furnish by Monday mornli!l:ﬁ; the formula

ou would use if you were going to recommend a $288 million increase
in the benefit program ! )

Secreetary Fuxmaming, Well, Senator—]I think in response to
earlier questions, that I stated to you thet if the Federal Govern-
ment is going to spend that amount of money, we would recommend
the formula in the House bill.

Senator Kerr. Well, I thank you very much for that because I
do not think there is the slightest doubt, Mr. Secretary, but what
the Congress intends to increase the amount of assistance. I don’t
think there is the slightest question of it, and that being the case, I
think it is reassuring to have the statement by the Department that
if Elo ggﬁ. to increase the amount then you recommend the formula
in the bi 4

Secretary Frmamaing. That is correct. The only basio objection
that we have to the bill is the fact that it increases the percentage
of Federal participation. )

The CrarMAN. Senator Williams!

Senator Long! :

Senator Loxa. Mr. Secretary, you just have come here from the

Office of Defense Mobilization
Secretary Freamaang, Well, a year and a half ago, Senator Long.




80CIAL SKOURITY 141

Senator Lona., A year and & half ago!

Secretary Frmumina, Yes,

Senator Krar. Senator, would you yield for just one statementt
1 wanted to say I thoughi we had an excellent Secretary down there,
and I think the present Secretary is one of the finest Appointments
that President Fisenhower hag made, and I want that to go into
the record, too, Mr, Secretary.

Secrotury Fremming, Thank you, Senator,

Senator LoNa. Are you familiar with the fact that this adminis-
trution is recommending a mineral subsidy §

Sucretary Fremmina, Before 1 took office—I read about that in
the newspapers; yes, sir,

Henator Loxa. Do you have au{ eatimate of what the cost of that isf
i Swmtury Furmaing, I do not; I am not at all familiar with the

Senator Loxa. Would you be surprised to find out it is estimated to
cost about $350 million a year{ .

Sonator Krrr. $600 million, according to the House committee that
the bill they reported out, on the basis of the a? proval of the adminis-
tration, would be in the mifhborhood of $600 million, .

Senator WirLiams, I think, to get the record straight, the adminis-
tration is recommending one around $278 million, the éengto passed
one for $350 million, and the House now has it to $600 million, It is
growing, inflation. . )

Senator Lona. Do these figures surprise you as to the estimated cost
of that mineral-subsidy program?

Secretary Fremaino, Senator, I have not seen the overall ﬁ%um

I am well enough acquainted with the problem that it is possible to
develop a program that would involve that amount of money,

Senator LoNa. My question is this: Is there any reason why this
program for subsidizing minerals should be any less inflationary than
the Yublic—walfam proposal for benefiting about 9 million needy
people in this country
Secretary Fremmina. Senator Long, anything that adds to the Fed-
eral deficit, of course, makes a contribution in the direction of inflation,
one just as much a8 the other, and the only thing that I would like to

int out is that, in connection with this public-assistance pmﬁnm, as
F;ndicated in my prepared statement, as I understand it, in this coun-
try we have regarded these programs as State programs, and the tlner‘nf
that we are objecting to is & further increase in the percontage of Fed-
eral participation in the p We are not objecting to an in-
orease in the amount paid to the beneficiaries under this program. As
I have pointed out in m& statement, we feel that is possible, we do
object to the increase in the percentage of Federal participation.

tor Lona. Can you tell me how much or how many needy
?eo le were being assisted by State governments the year prior to
he glmo that the Federal ma or public welfare started !

Mr, SororrLAND. Iam not sure I get your question.

Secretary FLemaang. Thatis to 1987,

Mr. SouorTLAND, 10371

Secretary FLemming, Or 1986,

Senator Whenever the Federal program started.

Senator Lona. A year prior to the time when ths Federal program
started. How many were being assisted by State governments!
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Mr. ScuorrLan. It is very difficult to give you that figure, because
so many of them were in the category of general assistance. There
were only ll)mtutﬂ:‘lﬂjpemal State pfrograml. T}::e were some State
programs, but mostly programs of general assistance.

Senator LoNa, What is your best guess? :

Mpr. SonorrLanp, Well, we could start from 1036 and guess from
that. There wero, in 1086, the first year of the program, 1,107,000.
My guess is that, probably, before that, those ass) over 65 might
have been, I don’t know, maybe half that much. I think there was a
tremendous incrense the first {};mr of the Social Security Act.

Senator Lona. That was with Federal matchingt

Mr. ScHorTLAND, Yes,
Senator Lona. Do you estimate that about half that number, before

that time, would be the number 1
Mr. Somorrranp. That would be my guess.
Senator Lona, What is the number at the present time?
Mr. Sonorrranp. At the present time we have 2,460,000,

Senator Loxa, 2,460,0001

Senator Dovaras. 2,464,000,
Mr. Sonorruanp. That is correct, Senator, if you want to be ex-

actly accurate. Pardon me, Senator; I do have a figure for you prior
to the Social Security Act. We do have just the year prior; it was
878,000 in 1985, and in 1084 it was 206,000,

Senator Lona, So, when the Federal Government started assisting
the States in doing these things, the number of people being assiste
trebled the first year that happened ; is that a correct statement {

Mr, Scaorrranp, That is correct.
Senator Lona. And there has been a steady increase since that time

in the number of persons assi
Mr. Scrorruanp. Yes, sir, prior to 1950, except during World

War Il
Secrotary FrLeamiNG. Senator, that is when it was on a 50-80 basis.
Senntor I.ona, Yes. Well, the matching has been liberalized since

that time, and the number has been increased.
Do you feel that the payments to the aged are more than adequate

at the present time{
Secretary Fremranag. Senator, I would never say that. Obviously

it is impossible for anyone to generalize in that particular area. You
have got to know about the individual cases, but I certainly would
never say that, and as I have indicated here, I am not contending that
there should not be an increase in the benefit payments.

In all probability there are a good many instances where there should
be an increass in them. I am simply contending that the States
should assume a larger percentage of that load, as we move into the

future.
Senator Lona. My impression of that argument is that this tends to

happen. Someone says at the Federal level, “Now the Federal Gov-

ernment ought to require the States to do more.”
So then at the State level, like thinking people tend to say that
“Now the State really should not assume all that burden. The local

government should do that.”
Then they get down to the local level and some say, “The relatives

ought to take care of that person.”
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* If the person is poor, his children are seldom well off, so the father
has to take his boy out of school and put the boy to work somewhere
to try and Frovi@e family income 80 he can look after grandpa. It is
& matter of robbing the cradle to try to provide for the grave by try-
ing to take that approach to it. ) )

t the local level for people with no relatives there was an old
poorhouse agproach saying “Here we can fix this up so it won’t cost
much, send them out to the county poorhouse, and just work those peo-
ple until they drop dead.” It seems to me we never have had an ade-
quate tKro am for the aged and the program has improved steadily
since the Federal Government started putting up more money to assist

the States in providing for these people, - .

Becretary Fremmina. Senator Long, I would like to make it per-
fectly clear that I am in complete agreement with the incroasmg
sense of responsibility on the part of governments for dealing wit
what I regard as a very seriousﬁ‘mblem, and it seems to me that as a
society we have never gone anywhere near far enough in dealing with
the problem in an adequate way. -

But I appreciate, as you do, that you put your finger on one of the
difficult problems in the field of Federal-State relationships.

I think the Federal Government has got a real obligation to set
what I might call a national goal in an area of this kind and indicate
what it is society as a whole, governments at all levels, and private
institutions should be doing in order to deal with this problem in an
offective manner, - :

On the other hand, I personally do not think that it is sound to
see the States graduaflg move out of the picture from the standpoint
of the assumption of fiscal responsibility or from the standpoint of
making a contribution along fiscal lines to the achievement of these
national goals. '

I think the Federal Government has made a real contribution to
the achievement of these national goals. I think we should con-
tinue to do it. And I recognize the fact that even staying with the
present percentage, or the present percentage re]ationshi%between the
Federal Government and the State government, that the Federal Gov-
ernment may have to spend an increasing amount of money on it,

But I think the time has come when we oughi not to just let this
curve of the percent of Federal participation keep moving up until it
finally hits 80 or 90 percent because you and I know that if it d
this will no longer be an operation that will really be administe
by the States and local communities. - |

You and I know it would ultimately become an operation that was
administered by the Federal Government.

It is that trend that, it seems to me, is serious, and that we should

_attempt to halt. .

Now we have been talking about rollbacks, I am not necessarily
advocating rollbacks, and I appreciate the problems in rollbacks but
the only thing that I am advocating here this morning is that we do
not do something that will step up the percentage of F\ contribu-
tion to the tota] public assistance program.

I think the States that can—the States where it is mnible for them
to increase the amount for the aged and get matching on a 50-50
basis with the Federal Government—should do it.
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I am sure that there are serious problemu in these States but I feel
ﬂut the States can assume s greater share of this responsibility than
they are, as of this morning, and that is why we are objecting to a m

ther increase in this trend,
Semtor Jaxnyer. Would the Senator yield right there for a ques-

Sonstor Loxo. I would like to examine the witness if I might and

Sexutor Jannar. It will never t down to me because we are going
to cut these hearings off and right there is a point that is burning my

soul,

Senator LoNa. Go ahead.

Senator JennEr. If the States do take more of this responsibility,
are you as & Federal Government willing to relax your stringent re-
T onetary Frasacine: Sanator, it is diff It of course to respond

6. Senator cult, of co respon
tougx:?ll»dquuﬁon of thnt kind in agan izsed way. pe

e Y W to publish the peopl

or example, o are u e people

who receive old-age assistance,” and tho‘o% y ovommenro !l.

“No; you are not. If you do we are going to withhold $20 million
from your State.’

Now why the State of Indiana did that was because people were
wing this as a

Big strong men, boys, come in and make'sn nﬁldsvit that they om-
not help t.heir father and mother, that gupm in order
for their parents to qualify to get money ou of the Government, and
you acquiesced in that and when Indmu tried to stop the frauds going
on you said “No; you cannot.”

st I am trying to find out is if the States will take more mmn
sibility will you take your clammy hands off the States? [Laughter.]
pooretar Fremaano. Senator Jenner, I know nothing about this
en

Senator JeNNzr. I put an amendment through and that is the law,
you cannot do it now. I am using it now as & specific example.
Yon said you could not answer a general question, I want to know
{ u want to keep & ehold on the States or xf you are willmg
et the States opara ir own business if they put their own

money in.
Seoiam:y Freammine, Senator, I personally believe firmly in an
area of this kind of the Federal Government setting certain general
standards under which funds are to be ded——
Senator JenNEr. What about the stan I just spoke of ¥
Seomtu} Freuumang. Just a minute.
Senator JENNER. Do you call that a general standard {
Secretary mexa And delegate the authority to act to the

Senator Jennzr. You did not delegate it, you said ou cannot have
$20 million of your own money that my people pai because you

uld not follow our rules.
™ Socrel a. Senator, I don’t know about your com-

ment—
Senawr Janner. Look it up, and bring it back to this committee
and answer it.
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Secretary FLEMMiNG, Let me u{ this, if this percentage of Federal
participation continues to go up I am sure of the fact that Federal
oontrols will continue to increase.

There is not any doubt in my mind about that. That is the way our
form of government ‘?outu.

Senator JxNNmr. Well, there is no need to pick on the old people.

Secretary Fresmaana, And properly so.

Senator Jenner, I am not picking on that but the chairman of
this committee put his finger on it. If we keep on doing all these
things for all these people there is no question what will happen and
wo can sit here Congm after Congress and we cannot give you or
anybody else enough money to take care of the old %ooplo n this
country because it would not buy them & cold pork sandwich.

SocrourY Fremaina, Senator, as I have tgod to make clear I per-
sonally feel that society as a whole has got to go further than it KL.
I am talking not only about the Federal Government, I am talking
about State and local governments, and I am talking about private
organizations but I do believe that it is essential for us to try to arrive
at & reasonable meeting of minds as to how far the Federal Govern-
ment is going to go in terms of the percent of participation in this

publio assistance program.
Senator JENNER. But the answer to that general overall ques-

tion—
Seoretary Freuamanag. I do not want to go any further than that,
Senator JeNNER, Wi have got to help these people but if we do
not sto‘) this inflation we are not going to help them or anybody else,

are we
Secretary FLemMMiNa, Senator, I am not arguing for any additional

expenditure of Federal funds,
nator Jen~Ner, This bill as I understand it will increase the
reserve of the Federal Government hy several million dollars and
you take that money that comes in, you do not hold it in trust for
the old people but you spend it as fast as it comes in to help Poland
and Czechoslovakia and so forth and when pay day comes it is not
there, there is just an IOU in the till.
Secreta BMMING. Senator, I gather your present comments
deal with the old-age and survivors insurance aspects of the billf
We do favor the old-age and survivors insurance part because we
believe that it will put the old-age and survivors insurance
on a sounder basis from a fiscal point of view at the same time that
it gives what we regard as some needed increases.
nator JENNER, Well, we must quit kiddx’nﬁ the people of this
oountry and we must quit kidding our old people who are going to
need assistance; if we do not stop inflation we cannot pass enough
biils and raise enough money to keep from starving to death.
You can say it any way you want to.
Secretary a. I do not feel the old-age and survivors insur-

ance part of the bill contributes to inflation.
Senator JENNER. I thank the Senator for yielding because I wanted

to bring out that point.

Senator Lono. I just wanted to ask about this question,

Are you familiar with the fact in a great number of States s maxi-
mum is imposed on the amount that a State can provide for a needy

aged personf{
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4

: Frmgaana. Im by the State!
m:w. By the Shmg&y ‘
Secretary FremmiNg, Yes.

Senator Lona. Do you feel that there is a tendenoy of States
hold their maximum at the point whore they can have an advan-
us amount of Federal matching or at least to the level of the

Federal matching! :
Secretary Fuexmina. Of course it is diffioult to ascribe reasons for

gnthqctli‘os otfi that kmc}. thI'f ktl;:{g do asoribel.that particulﬁr rmwonf '

ink that is wrong, I thin WIO icy, wro oy as far
sa the State is conoerned— " pOTiey, mrong POy
Senator Lona. Doesn't it encourage a State to go ahead and provide
& more liberal maximum and provide more liberally for those for
whom they are attempting to provide assistance if the Federal Gov-
ernment will match them up to the extent of their contributions?
Seoretary Fremming. Well, basing it on the wag human nature ac-
tually is I assume that ib'ly some States would react in that par-
ticular way, but my ingeiu that we should not always encourage
that kind of a relationship between the State and the Federal Govern-

ment. ,
I mean the Federal Government should not act in such a way as to
always encourage a State to assume lees responsibility than it should

assume,

Senator Lona. Do you know that under this administration the
Federal Government had undertaken to pay 90 percent of the cost of
building interstate hlghw‘:{ﬂ

Now why would the Federal Government want to increase its share
to that groat an extent, if it were not in large measure due to the fact
;hat;‘ 'thl: Stat:s were having great difficulty finding sufficient funds

or highways

Sec Fressaing. Well, I am not familiar with that program so
I am not In position to discuss it. But I apll)mclato the fact that
States, like the Federal Government, have fiscal problems and I also
appreciate the fact that in ordor to deal with some of these serious
situations that we are having, States are at times, ag well as the Fed-
eral Government, going to have to make some sacrifices in order to
deal adequately with it. .

I just feel that we are at the point now where we should encourage
the States to do more in the way of making some sacrifices to d
with this very real and very human problem. )

Senator LoNa. We have had an 8-percent increase in the cost of
living and a lot has been said about that. .

People who are poor feel the increase in that cost of living the moat,
the pinch is greater on them is it not f

Sec LEMMING. Sure. ' '

Senator LoNa. The needy who have to depend on that weekly check
for bread feel that increase in cost more sharply than someone who has
a surplus income.

Secretary FLEMMING, Sure. :
Senator Lona. If you had to choose between the Federal Govern-

ment participating more fully in providing for the aged and the need
and bgtween!:he job not hmgdong or not being done adequately whic
would you prefert . |
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Secretary Frruminag., Senator, I do niot believe that I have to make
that choice, I believe that it is possible for the &ob to be done and be
done adwately by maintaining the right kind of relationship be-
tween the Federal and the State government.

The thing I am interested in, I am sure every one is, is to keep the
administration of 8 program of this kind as close to the rassroots as
it is humanly possible to keeg it, and I think if this trend continues of
increasing the percentage o Foderal participation in the program,
you are gradually going to take the administration away from the
grassroots where, in the final analysis you get the best results,

Senator Lona. If you want to keep it so close to the grassroots why
do we have a public assistance program at all{ )

Why don't we just have an insurance program if you want to
keep public assistance at a State level | '

retary FLemming, I appreciate, Senator, we have got to try to
strike a balance. I appreciate the fact that you can take issue with
m* txndgment as to what the proper balance is and I with you.
ow it is not something that lends itself to objective measure-
ments. But I do think that there is a basic principle involved here
which, it seems to me, has a direct relationship to the total effective-
nees of our programs in the field of public assistance, and that is the
only reason I am taking the position I am at the moment.
tor Loxa. Just one more question, Mr. Secretary, and then I

am through.
You have in this bill a provision which provides for about & $38

nimum.,

Do you think that any retirec person can live on $38 a month!

Secretary FLemuming, You are now talking about old-age and sur-
vivors insurance

Senator Lono. Yes.

Secretary FrLemuMing, My response to that is: If he has no other
source of income, no; I don’t think it is posesible for him to doso. And
as far as the fixing of the minimum is concerned, Commissioner Schott-
;l[and is in better position to indicate the reasoning back of that than

am.

Senator Lona. My question is: Should not we try to find some way
under this program, if we are going to try to work an insurance
program and move in the gen>ral direction of universal coverage to
rovide a minimum adequate enough so that the person who is being
sured would not have to go down hat in hand to the welfare office
and ask for welfare assistance when he finds it necessary to retiref

Secretary Frzamaang. Senator, as I understand it, of course that

has been the overall objective of the executive branch and the Con-
ress to ually strengthen the insurance program in the hope that
at would reduce the necessity of persons asking for public assistance.

Now, whether over a long period of time we can accomplish an ob-
jective of that kind I do ot know but I think it is a desirable objec-
tive just as you do, I think we should move in that direction.

Senator Lone. I would hope we could increase it to at least $40
under this bill, and I am just curious to know the attitude of the

Department.
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. Secretary Femming. May I ask Commissioner Schottland as to just
how this particular figure was arrived at{

Mr. Souorruanp, Well, this is historical, as the Senator knows,
but I would like to point out that a very large percenatge of the people
at the minimum are not low-wage earners necessarily.

They are people who are in and out of the system, so that their
earnings under the system are low. This does not mean that their
total earnings are low,

For a person to receive the minimum, under the bill, his average
wefe would have had to be at or below $54 per month.

here are not many people in the labor market today with avertfe
earnings of $54 per month or less except those who are in and out of the
labor market, or in and out of covered jobs.
_ 8o by increasing the minimum you do not necessarily help the low-
income worker. You would help those who are in and out of cove
work, such as maybe an occasional doctor who would get some job
for which he would get credit toward old-age and survivors insurance
l(:li' 3 housewife who may get an occasional job, or something of that

nd. .
Senator Long. Do you think that the primary benefit should be at
least.‘$30 if the person is not drawing retirement from some other
source

Mr. Somorrranp. Well, if the import of the question is $40 sufticient
to live on, the answer obviously is, it is not., . .

Our feeling has been that merely raisin%the minimum itself does
not really help the low-income wage earner, but rather the person who
has worked only intermittently in the covered jobs. =~

Senator Lone. In Louisiana, we have a liberal public assistance

rogram as far as eligibility is concerned, and we are proud of it,
ut we find that about 40 percent of the aged people who are drawin
social security payments there are drawing such small amounts tha

they find it neceasa? to supplement their income. It would seem
that the purpose of the program was to see that would not be

Decessary.
That 18 & pretty high ntage. We try to provide a $68 old-
age assistance minimum, We. go beyond the point where the Federal
matching ceases. I would hope you would help us to work out some-
ing here so that this program of insurance would be adequate so they
would not have to ask for public assistance, because they would have
adequate income from their insurance prog;am.

_Mr. Sonorruanp. Nationally, Senator, about 18 percent of the re-
tired worker beneficiaries are betting the minimum and this is grad-
ually going down so that more and more as the program continues

o:h are having fewer and fewer people at the minimum or very close

e minimum,

Senator Lona. Thank you.
Senator WrLriams, Mr. Schottland, there was some mention made

to a Commission studying this whole problem, That Commission was
appointed in 1956, I think. \
r. SOHOTTLAND. As a result of the 1956 amendments. The Ad-
visory Council was actually appointed in 1957. ‘
Senator WiLLiams, How many members are there on the Com-

mission{
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Mr. SosorrranD, There are 12 members. .

Senator WiLLiams, You are a member of-the commission ¢

Mr, SonorTLAND, By law I am the Chairman.

Senator WiLLiams, Yes, could you tell us the membership of the

reat of it #
Mr, Sonorrranp, The chairman asked that we put it in the record,

but we will be very glad to Hivo it to you now if you wish., )

Senator WiLLiAms. Well, I mean the reason I ask that question, it
would be put in the record but I did not want to get from your other
answer that you did not know the membership of the Commission,
that you could not give it.

Mr, SorOTTLAND, No,8ir. Iknow it very well.

Senator WiLLiaMs, 1 was going to say I tlmuil:l in 2 years you
would have gotten acquainted enough so you would know them now,

Mr. SorotrLAND, Yes; I do know that, Senator.

The CrHAIRMAN, Let him give the Commission,

Mr. Sonorranp., The Advisory Council is constituted as follows:

There are 3 employer members, 8 employee members, and the others
are members from the general public.

. The three emploier members are Mr. Reinhard A. Hohaus, the
vice Eregident and chief actuary of Metropolitan Life Insurance Co.;
Mr. Elliott V. Bell, chairman of the executive committee of McGraw-
Hill Publishing Co.; and Mr. Robert A. Hornby, the president of
Pacific Lighting Corp. )

The 8 labor members are Mr. Nelson H, Cruikshank, director of the
department of social security of the AFL-CIO, and 2 other members
of the social security committee who represent 2 large unions
Mr. Eric Peterson of the International Association of Machinists, an
Mr. Jos‘%?h W. Childs of the United Rubber, Corp., Linoleum and
Plastic Workers. )

The six public members are Dr. Douglas Brown of Princeton Uni-
versity; Dr. Thomas N. Hurd, of Cornell University; Dr. Carl H.
Fischer, of the University of ﬁichiﬁan' Mr. Malcolm H. Bryan, the
gresident of the Federal Reserve Bank of Atlanta; Dr. Arthur F,

urns, former Chairman of the Council of Economic Advisers and
now president of the National Bureau of Economic Research; and Mr,
R. McAllister Lloyd, who is president of the Teachers Insurance &
Annuity Association.

The CrarMAN. Are there any further questions?

; Senﬁlt?lr AnpersoN, I only wanted to ask a couple of short questions,
would hope.

Mr. Richl:erdson, did I understand you to say oorrectly that the trust
tund by the year 2,000, assuming we recognize there can be changes
in the law but just taking the law as it is now, that the trust fund
miﬁht build up by 2000 to $50 billion ¢

r. RicnarosoN. Under present law, yes, Senator.

Senator ANpErsoN. Under this proposed new law, it would build
to $138 billion t ' .

Mr. RiorarosoN, To $168 billion, according to the intermediate-
cost estimate, ' -

Senator AnpErsoN. By that system, you would have the present
geperation or the next 1 or'2 paying for future generations? Had
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you given any thought toward trying to keep the rates down fau
enough so that this tremendous inorease would not take place!

Mr. RiomarvsoN, Welly the congiderations which led the Ways
and Means Committee to make the changes that would have this result
weore that, after the year 2080, tho tremendous fund that would by
then have built up will start to go down again, and will run fairly
heavily into the red, perhaps, beyond 2050, so t)ney wanled to bring
it into a longer term adjustment from thon on,

- Senator ANoxrsoN, Senator Carlson and I have been on the Ways
and Means Committee overin the House, and we recognized they had
a right to take that position, What position does your Department
take! Do you think it is desirable to put all thig burden betweon
now nnd' e year 8000 for probloms that will arise after the
ear 2000 - :
y Mr. Riouarnson. Wo think that it is desirnble to bring the systemn,
as & whole, more noarly into balance, taking it into the long-range
future, which can be dong only by inoreasing the taxes paid sooner
i&o tllw level where they will be from 1975 onward, even under exiat-
ng law.

ator ANpxrsoN, But ﬁou are proposing to raise the trust fund
from $80 billion to $103 billion in order that people after the year
2000 will have a solvent fund.

Whg should not they, in that generation, pay the cost of it! Why
does the presont generation have to pay for their life-insurance
policies, sickness policics, or whatever it may bo

Mr. RicuARDSON, Well, T think it is question of how you rogard
the contribution rate. You could have, right now, a lowor rate, if
you wero not looking to the long-term solvency of the system.

Senator ANprrsoN, Well, I recognize that now, for the year 1058,
we may have a higher rate becnuse poople now working are goin;x to
be wanting benefits in 1070, But when you start saying that people
betwoen 1068 and 1978 shall pay for what somebody 1s going to draw
after the year 2000, is that a sound insurance actuarial basis?

Mr. Ricianoson, The only other way to do it would bo to charge
lower contribution rates than now schedulod from now until what-
ever year mx choose, and then at some time in tho future, maybe
the Fw 2040 or 80, you would sharply incrense the tax rate.

The judqmant underlying this is that we ought to have a system
which would permit a level rate of contributions over a long eriod
of ﬁme] and not & fluctuating rate to suit the partioular conditions
at the time—the ratio of old people to employed persons and so on—
and thy only way to make it level is in the manner pro ‘

Senator AxpersoN. But you do not know what the problem is
fomﬂ to be after the year 2000, You mu;i reverse this tendency of
ong life. Vor&' recent statistios indicate that it might already have
been reversed this last year or two, and. a great many things may

happen. I am trying to say: Aren't you only supposed to bo
uﬁﬁn‘mg whnznpl{opfve v’}\o ::.? now in tia fun wiﬁ eventually
draw, and make it solvent for those people!

Ml‘ . RIOHARDOON. NOo

- Senator ANpersoN, Youarenot! : |
- Mr. Riouanoeon, No; I do not think that is the premise on which
oontribution rates have, from the beginning, been determined. We

have always talked about level-premium rates,
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Senator Anvxrson, Were you in from. the beginnix:{i

Mr. Rionaroson. I am trying to axpress what I understood to be,
at loast in recent years, the ﬁxdgmont of the Congress,

Senator Anperson, You say recent years of the Congross, and then
ou start talking about the original conception of it. I sat in on s
ow of those discussions, ’

Mr, Riouaroson. I think it is true, Senator, as I understand itz at
one time it was thought that the Congmsa-miq‘)x:uhuve to appropriate
funds in order to make possible Y‘?{menta to beneficiaries.

Senator AnversoN, Iam not talking about thatatall, -

Mr, RionarosoN. But, in more recent years, whenever we have
caloulated the costs to the system of a benefit increase, we have ex-
pressed those costs in terms of a level-premium rate, and that level-
{rommm rate is based on the same caloulation as at present in stating

hat the long-term nctuarial deficiency of the old-age and survivors
insurance trust fund is 0,87 porcent.

Mr, Sonorruanp, If 1 may make a statement, the persons retiring
in the year 2000 are starting into the labor market now.

Senator AnpzrsoN, I do not question that, We started talkin{
about 2040, and very few people alive now will be working at tha
time, unless we olmn%e the whole concept of our work,

Mr. Rionarnson, I think it is correct, Senator, to say that, from
the beginning, the basic oonce(m.of this program on the part of pre-
vious administrations, this administration, and the Congress, inso-
far as their actions and reports are concerned, has been that this
should be a fully financed pwfrum in perpetuity.

Senator ANpErsoN, Yes; I won’t argue that, either, But there
in no reason why that generation, when it gets to the year 2000, cannot
w‘{t }goking at what 2040 is going to do. It will have plenty of time

oi
.. I do not understand why you need a trust fund of $163 billion, and,
if you think that is too large, why the Department does not recom-
mond some scaling down of the rate to get it where it reaches a suffi-
cient amount and no more. There has been much talk about the situa-
tion as to taxes, and this has a direct bearing on how high these pay-

roll taxes have to go.
Mr, Sonorrnanp. I might state this Adviaor{ Council on Social
ﬁsh ow high this fund

Security Financing is making a study on_just
might go. .
nator AnpensoN. That isall right.

Mr. Myxrs, May I make a statement on the size of the fund?

One point mi h%o of interest. In the year 2000 although the esti-
mate shows a fund of $180 billion, if you had to have at that time
a fund suflicient to pt:iv overall the peotgle then receiving benefits and
nobody else, you would have to have a fund of about $300 billion,

Senator ANDERsON. I am in the insurance business &lt;at a little bit
and I know if you had a hundred houses insured for fire and they all
burned down the same day it would be a little problem. '

Mr. Myzrs, But these are people actually receiving benefits at that
time, '

Senator AxpersoN. Yes, I understand but actuarial tables on this
have to all draw out funds at the same time, , .
I $50 billion is sufficient now, I do not know why $638 billion is

needed in the year 2000.
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Lot me go to one other point and I will be through,

- I tried to take your words down, You say it would result in a $283
million deflcit, Mr. Secretary, for fiscal year, maybe 1059,
Y

Secretary Fremming, For the first full fiscal year.

. Stoniatlo:'Aunxnmm. And to that extent it would be inflationary, is
hat righ

Secretary Fremming, I said that the pmg)osod bill would increase
the Federal contribution by an additional $288 million for the first full
fisoal year and probably by more than $300 million in future years.

Now in response——

Senator ANpERsoN, In response to a question you said and to that
extont it would be inﬂacionm?' f

Secretary Fremauna, Woell, I sald this, in response to the question,
that it would add to the projected Fedoral doficit and to that extont
would be inflationary.

Senator AnpErsoN. I would be glad to have you examine your re-
marks and I thought I wrote them down. Are you sure you did not
aag;‘omd to that extent you thought it would be Inflationary”?

retary Frearming, I am sure I said it would add that much to
:Ih:'projeoted Federal defleit and would make a contribution to in-
ation,

Senator ANprrsoN., Youdid,

You said exactly that. You said $288 million to the Federal deficit
and to that extent it would be inflationary,

Secretary Fremmino. Yes.

Senator ANpersoN, Therefore you think we should bear in mind
this inflationary element of it when we are considering itf

Secrotary Fremmina, Although the primnry factor I think is the
one we have been stressing in my response to the question,

Sonator AnpkrsoN. I was only interested because this afternoon I
will be dealing with Euratom which represents another $400 million
or soman(i I huﬁ not thought about considering its inflationary impact.

ank you.

The Cu‘mutm. Are there any further questions?

Senator CartsoN. Mr, Chairman, Senator Anderson has brought
back memories of our service to the House Ways and Means Commit-
tee when we did make a very vital change in the original concept of
the social-security program which started out to be sort of an indi-
vidual insurance for an individual setup item by item and we applied
it gonorally—I well remember that fight in its early days so we have
had some problems in the past. .

As I sat here this morning, Mr. Chairman, I am not going to get
into the revenue side of it, the increased benefits or the number of bene-
ficiaries, but I have been t}\inking just for a few moments of the terrific

wth of this organization since 1085 and I happened to be & Mem-
ggof the House at that time,

How many employees do you have at the present time!
Secretary FrLeMMING. You are thinking of the Social Security Ad-

ministration.
Mr. ScuorTranD. A little over 28,000, )
Senator CarrsoN. 28,000 employees, you have how many sections,
ou ?uvo old-age assistance, public' assistance—how many do you

ve
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Mr, Sonorrranp. We have four bureaus. We are divided into the
Commissioner’s Oflice and four bureaus, the Bureau of Old Age and
Survivors Insurance, the Burcau of Public Assistance, the Children’s
Bureau, and the Bureau of Federal Credit Unions.

B Sgr'mt,or Carvgon, In the OASI how many employees would you
AV

Mvr, Sonortranp, 22,600 authorized positions.

Senator CartsoN. You menn you have twenty-thres thousand-some
total and 22,600 are OASI?

Mr, ScuorrLanp, Most of them are in OASI, we have almost a thou-
sand in the remainder of the Social Security Administration.

Sonator CantsoN. For the record would you put in the number of
employees in these other branches you have mentioned

do not want to take the time of the committee but it is interesting
to me becauso I have watched the growth of it over the many years.

(The following was later recoived for the record:)

An of August 0, thore were 23,280 persons actually employed in the Soclal Be-
curlty Adwministration, 0Of those, 0&" were in the OfMce of the Commimloner,
235 were In the Chlldren's Bureau, 208 in the Bureau of Public Assistance, and
22,331 In the Bureau of Old-Age and Survivors Insurance.

Mr. Sonorrranp. I would be very glad to do that.

Senator CarrsoN, Do you have regional offices

Mr. Sonorranp, Yes, the Department has regional offices and we
aro part of them; but ]n addition we have area offices, which are
payment centers, and thon we have 584 district offices eerving com-
munitics throughout the United States.

Senator CanLsoN. Mr, Chairman, as & member of the Post Office
and Civil Service Committee I made s study some time back and I
was amazed to find and I believe the committee will be amazed I be-
lieve I am correct, that most of these top administrative positions, I
would call them executive positions, are grade 15 in the classified serv-
ice, is that correot f ‘

r. Souortuanp. That is correct. . .

Many of them below grade 156 among our top executive positions.

Senator CArLsoN. In other words, some of thsse people who ad-
minister, I mean direct, or are executives over, shall I say, several
hundred employees, are grade 151

Mr. SonorTLAND. That is correct, Senator. )

As a mater of fact, in the Bureau of Old-Age and Survivors In-
surance of our 22,000 plus employees we have only 8 persons in grade

lﬁgg abtzveb Y ly have three supergrades{
ARLSON. You mean you only hav
M:aSc:wmmn. That is oorgeet. the Bureau of m;q and

Survivors Insurance, .
Senator CarLson, Well, I want to say, Mr. Chaxrmca that I can-
not think of agenoy in our Federal Government that operates as
efficiently and I know these people operate efficiently becauss I have
ne into some of it, as this group does with that number and I think
tis mn;:thgaf our committee should give consideration to before we
report this bill, :

, SoriorrnaNDp. Thank you.
So;m FreMming. Mr?Ohairman, Senator Carlson, may I revert

to my dm on the Civil Service Commission and say that I concur
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with you and feel that there is some underclassification there that cer-

tainly should be looked st and considered. «

Sanator Cartson. Dr, Flemmm‘%el just want to say this, that the
committee of which I happen to be ranking member on and have
been chairman on, has recommended and if we get approval through
Con for additional supergrades but every agency of the Govern.
ment requests them and it is not awfully 0”{ as a former member, I
know you will say, to get supergrades and I hope our committee will
look into this before we report this bill,

Senator BenNerT. Mr, Chairman, I would be glad to yield to the
Senator frem Illinois.

The CrarmaN. Senator Douglast

Senator Douaras, I have only a few questions,
I would like to ask & technical question first about old-age insur-

ance,

In your estimates of coats don't Jou make & high-cost estimate and a
low-cost estimate, and then take the arithmetic average of the two as
your best estimatef

Mr. Myxrs, Yes, we make a low-cost estimate and a high-cost esti-
mate and average them to get the intermediate-cost estimate.

Senator Dovoras. And you estimate, you %ive a high-cost estimate
up to 2,050 on a level basis of approximately 9 percent, and a low-cost
estimate of approximately 7 percent and therefore take an interme-
diate average of 8 percent, is that correct?

Mr, Myzss. Yos, sir, that is the case for the present old-age and
survivors insurance system.

Senator Douaras, Yes,
Now, the difforence between the high-cost and the low-cost esti-

mates tend to be relatively low in the initial period, isn’t that truef

Is it not between 6.02 as the high-cost and 6.27 as the low-cost on
only one-thiid of 1 percent in absolute terms, or § percent relative,
ien't that sof

Mr, Myers, That is correct.

Senator Douaras, But at the end of the period your low-cost esti-
mate is 0.62, your high-cost estimate is 14.39 or there is a gap of nearly
8 percent in absolutes and 50 percent in relatives, isn’t that true?t

r. Myens. Yes, that is true. As we go further out into the future,
we obviously know less of what the variation would be .

Senator I;onou\s. So your estimate there is imbalance in the sys-
tem really is heavily weighted by this high-cost estimate of yours of
14.39 for 2,050¢%

Mr, Myzrs. Well, it is weighted equally by the low-cost estimate
and the high-cost estimate.

Senator Douaras. I understand.

On the low-cost basis that would only be 9.62 and on a level premium
basis, if we take the low-cost figures, the system would already be ade-
quaeel&ﬂnaneed without any increase in contributions, isn't that truef

M=, Myers, Yes, that is correct, Senator, :

Senator Dovaras. As I say, Mr. Myers, I have the highest respect
for you, and I have watched you work for 25 years, I was on the origi-
nal Advisory Committee on Social Security and I think you are a
great public servant and if you are not a supergrade 18 you ought to
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be 8o i;nmedinteli. [Lm:ghter.] And it is fine to have conservative
actuaries around use they restrain us.

Nevertheless, we should not take the word of actuaries as gospel
truth. They often hold up an admonitory finger but they tshcmfc(l’c not
- necessarily be the determinants of policy.

In view of the fact that there is this built-in safety factor of an
increase in earnings which has enabled us to increase benefits through-
out the system without corresponding increases in contributions and
in fact even while we have delayed increases, and at the same time
we have a $28 billion reserve, I do not think the case has been made
for speeding up of contributions or the increase in rates to the degree
that 18 provided in the House bill. I would su Mr., Chairman,
that as we go into executive session that we ask Mr. Myers to be here
and question him a little bit more closely to the validity of his high-
cost estimate bocause if that is excessive, then the system is very much
more solvent, even on present contributions, than his intermediate
estimate indicates.

That is the question on old-age insurance,

Now I would like to ask a question on assistance.

The Cuarman. We will have plenty of experts here when we start
to mark the bill up. )

Senator Dovaras. Now, Secmtar{ Flemming, I take it that you are
opposed to any increase of Federal contributions for old-g assist-
?l,'ml’) 1uiél’t«o dependent children, aid to the blind, and aid to the totally

isable

Seoretary FremmiNg. In the percentage of Federal contribution,

Senator Douaras. You are opposed to any increase in totals, too,

are you not!?
Secretary FLemaing, No. If you take my statement I said:

It should be emphasized that the administration's opposition is not directed
against an increase in assistance paymenta to individuals but is directed only
against nn increase in the proportion of such payments that will be borne by the

'ederal Government.
I am impreased by this fact: If the States find that increased payments to

individuals are needed, the Federal Government already is in a position under
the existing law to match, on a 50-50 basls, State funds to Increase paymenta for
60 percent of all the persons now recelving old-age assistance.

If the States call upon us to match in that way, why of course the
Federal ex%gditums would go up. : 4

Senator Dovaras. Put it this way, you would be opposed to any
change in the formula which would result in an increased total present

~ contribution for each of the classes!
Secretary Fremmina. Which would result in an increase in the

Federal percentage payment to the total. )

Senator Dovaras. You would be opposed to any change in the for-
mula which would involve an increased Federal contribution if that
provided for an increased Federal percentage!

Secretary FLEmming. That is rx%ht. .

Now in terms of overall dollars it can go up under existing law as

you appreciate. .
Senator Dovaras. But the initiative in these cases would have to

ome from the States!
° Secretary Fremaana. Thatisright.

207438811
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~ Senator Douaras. You do not want to have any initiative coming
from the Federal Government to increase the benefits

Seoretary Fremanina. I am porfectly willing to have the initiative
come from the Federal Government, but I am not willing to see a por-

centage increase. )
Senator Douaras, You are not willing to seo the money come from

the Federal Government {

Secretary Fremaina, I believe, Senator, thero are times when we
oan take the initintive and exercise leadership along fiscal lines,

Senator Douaras. Not at this timef

Secretary Fremming, I am not sure at this time we have done every-
thing in the Federal Government we can and should do to raise tl);e
sugueta in terms of what should be done.

mator Dovaras, It is desirable to raise the sights but it is also

desirable to get there,

Secretary Fr.emamina, That is right.

Senator Dovaras, Vision isnot everything,

Secrotary Fremmina, And I think it is possible to exercise lender-
ship in such & way that the States will help us get there as well as

the Federal Government,
Senator Douvaras, Has your statement been approved by the Bu-

reau of the Budget ?

Secretary Fremming. Not my specific statement ; no.

Senator Dovaras. Does the po ic{ whiclt you have outlined repre-
sent the policy of the administration

Secretary Fremmina, I can say that the policy I have outlined is
in accord with the Bureau of the Budget's understanding of the policy

of the administration, . ‘ .
Senator Dovaras, That is you have talked this over with the Bu-

reau of the Budget ¢
Secretary FremmiNg. That is correct.
Senator Douceras. Have you talked to them in the White House!

Is that a proper question {
Secretary FLemmina. I think I should stop at the Bureau of the

Budget. That is the proper place for me tostop.
Senator Douaras. Suppose we pass the House bill, would you rec-

ommend a vetof
Secretary Fremana. I would.
Senator Dovaras. You would recommend a veto §

Secretary FLeMmiNg. Yes.
Senator Douaras., Are you acquainted with the fact that the House

Foreign Affairs Committee has at this moment under consideration a
bill to i;\creaso retirement benefits for Foreign Service officers by 10
percent

Secretary FLeMming, No; Iam not.
Senator Douvaras. It is a fact which I have verified by telephone

communication with the clerk of the House Foreign Affairs Commit-

tee,
Are gou aware of the fact that this has been endorsed by the Bureau

of the Budget
Secretary Fremaana. No; I do not know an%thing about it,
Senator Douaras. The clerk of the Housa Committes on Forei
Affairs informs me that the Bureau of the Budget has endorsed this

10 percent increase for Foreign Service officers.
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So the Bureau of the Budget apparently does not object to a 10 per-
cent increase for Foreign Service officers whose averags retirement
pay is $5,281 but it does object to an increase of, say 7 or 8 percent for
pe%%% on old-age assistance whose payments are equal to $61 a month
or 8 year.,

Is ther’e’ any representative of the Bureau of the Budget here!

Is there any representative of the Bureau of the Budget in the room ?

I know I should not beat you over the head because of the Bureau
of the Budget. [Laughter.f )

Secretary Fremming, Senator Douglas, I think I also should make
clear that I have not said at an{ point that we object to an increase
in the amount of money received by those who receive———

Senator Douaras. Providing other people put it up; providing the
States put it up? '

Secretary Fremmina. Yes, sir,

Senator Dougras. Sure; but you do object to the Federal Govern-
ment contributing any more money to increase the allowances,

Secretarf)lo"‘mmna. Itis a State program,

Senator Dovoras. No, it is a Federal-State program,

Secretary Fremauna. Senator, I do not object to the Federal Gov-
ernt putting more money into it, )

Senator Douvaras. Providing the States take the initiative and in-
crease the allowances to the individual §

Secretary Fremminag, That is right.

There isan additional Federal money to be put in.

Senator Douaras, But they could not go above $60.

Senator Kern. Without paying 100 percent of it.

Senator Dovaras. That is exactly so. .

Secretary Fremmina, Well, the fact remains there is a good deal
that can be done,

Senator Douaras. Up to $601

Secretary FLemuming. Up to $60 and there are additional Federal
fundsavailable in order to make it possible to do that.

Senator Douaras. The average is $60. ‘

Do you think $60 is an adequate amount ?

Secretary Fremaming, I would not allege that it was completely
adequate.

Senator Douaras. Isit relatively adequatof

Secretary FLemumiNg, No, I think— )

Senat'or Doucras, If it is not relatively adequate, it is inadequate,
isit not

Secretary FremaiNg, Sure, .

Senator Douaras. Then you are in favor of maintaining an inade-
quate old-age assistance programf

Secretary FLeMming, No; wait a minute, I have not taken any po-
sition as of the moment. .

Senator Douvaras. Iam helping Senator Kerr here.

Secretary FremyiNa. I have not taken any position as of the mo-
ment, Senator Douglas, on that $60 oellm% . .

The only position I have taken is in the increase in the percentage
of the Federal contribution. ’

Senator Douaras. Well, of necessity you have taken a position on

thisd -
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Seomtar,g;umua. No. _ :

Senator Doyeras. When the Federal Government will not grant
anmsmtor Fu‘llowauwms i% eexncesa of %I(:? hat “1‘ a d
ecretary. F'LEMMING,. y even when that particular figure co

be increased without the Federal percentage cgntribuﬁon t%u the pub-

lio assistance programs ﬁmg ug. L

- Senptor Dovgras, I thought you said you preferred the formula

iv;e have given which graduates it compared with a flat percentage

Crease,

-You prefer this percentage formula with a larger percentage go
to the poorer States? & ger pe 8¢ going

Secretary Fremming. I favor that; yes,

Senator Douavras, Then you ought to make some change in the 50—
80 formula yourself, so you really are retreating.

Seow Fremuming, Wait a minute, I am not necessarily advocat-
;)1;3 (Y b 0 formula; I am saying don’t go above your present 55

roen

Senator Douaras. Oversll figure, .

Saoretpr{ Fremmina, Overall; that is the overall figure. My ar-
gument is that we should not go above that overall percent, but I'have
not taken any position—

Senator Douaras. Suppose we should take the $60 ceiling off there
and provide 55 percent for all sums over $601

It would not increase the percentage, blit it would increase the total.

Secretary Fremuina, I would not argue against an increase in pay-
ments but I would argue against anything that would increase tge
percentage of the Federal contributions.

Senator Dovanas. Then we may be getting together,

Silzp we say we got an increase of $10 or $15 in the ceiling which
the Federal Government would contribute 55 percent.

Mr. Ricuarpson. That, Senator Douglas, would be of assistance
only in the States best able to support an increase in their own public-
assistance program.

It would mean additional Federal matching in States that have
substantial payments in excess of $60, and only In those States. What
we have advocated, in terms of the .a&mimstrativo provisions referred
to by the Secretary is a change in the formula that would relate
Federal payment more nearly to the fiscal situation of the States,
with an average Federal participation as near as may

Senator Dovaras. It is in that House billf

Mr. RicHARDSBON. As near as may be practicable over a course of
time to 50 percent. o

Senator Dovaras. How do you get it started? . o

Mr. Ricnaroson, The w:ﬁr we would get to it under the bill is
through the mnﬁ in which we would pujhcl&ate in payments in
excess of $30. e minimum percentage in the House bill is 50

reent.

pe'l‘he maximum is 70. We say essentially we favor a range.

Senator Douvaras. Below 501 .

Mr. Ricrarosox. I think we would prefer a range that extended
below 50 in the case of the high-income States. But in principle we
think there should be that kind of a vanr::i‘ce in the Federal contribu-
tion between the States in terms of the relative fiscal capacity. N

i
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Senator DoucrLas. What relative percentage increase would this
bring assuming no a@e1uato State payments?  What is the total cost
now on an annual basis

Mr. Rionarpson. Total dollar amount{

Senator Dovaras. For imblic assistance.

Mr. Riorarpson.: About $1,800 million, )

Senator Douaras. I do not mean old age but altogether. $8 billionf

Seoretary Freaming. Under the present bill #

Senator Douaras, Present law,

Mr. RioarpsoN. About $3 billion.

Senator Douvaras. And is the increase roughly 9 percent.

Mr. SonorrLAND. Nine percent,

Senator Douatras. In order to be precise, 0.6 percent.

Now what has been the increase in the cost of living since the last
general assistance law was f

Secretary FLEmMiNG. That would be 1956.

Approximately 5 percent.

Senator Douaras. So if you do not make an{ increase there would
be deflation of real income of those on assistance

Isn't that truef

Secretary Fremaina. If you pick 1954 as a base, the price levels
have gone up about 7.8 percent.

Senator Douaras. That is right, and during that same period your
average old-age assistance payment has increased 19.8 percent. The
average ﬁayment of aid to dependent children, 134 percent.

There had been a hiatus before that ? .

Secretary Fremmine, Yes, But, personally, I do not think we
should be satisfied with anything that just deals with the cost-of-
living increase. )

Senator JeNNEr., Mr. Chairman, if the Senator is finished he said
he would yield to me.

I have to go to another meeting.

There is one thing I want to have explained to me.

What happens to this money that is paid in under this fund ¢

Secretary FLemMing. Paid into the trust fund, sir{

Commissioner Schotcand

Senator JENNER., Just take it step by step and tell me what happens.

Mr. ScrorrLanp. The funds are collected by the Treasury, and
think you are familiar with the process of payroll deduction,

Senator JENNER, Yes,Iam.

Mr, SCHOTTLAND. Seffmployod persons file their returns once a

ear.
d The funds are taken by the Treasury then and put into & trust fund.
The trust funds are invested in Government securities, either special
securities or securities which are sold in the open market.

Those funds invested in securities sold on the open market bear the
same rate of interest as the same securities purchased by anyone else,

Senator JennNer. How much isthat? .

Mr. Somorreanp. The special securities bear the av rate of
interest of all outstanding securities of over 8-year duration since
these are long-term investments. That was the purpose of the 1056

change in the law. A
Senator JenNxe. How much has been paid into the fund!
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- Mr, SonorTLAND,  You mean the total collections from the beginning
under the old-age and survivors insurance system { :

Senator JENNER. Yes.

Mr. SororTLAND. Let me have just a second on that.

Senator JENNER., Approximately.

Mr. SonorTLAND, About $56 billion, ~

Senator JENNER. And that is gone out into Government bonds?

In other words, the Treasury uses it, they put an I O U in your till
and say we have so much money of your money; is that right{

Mr. ScrorrLAND. The difference between the $55 billion in tax col-
lections and $22 billion in the trust fund has gone out in benefits to the
persons in the program.

Senator JENNER. I understand. What is going to happen to the
balance? Just what I said—the Treasury says “Here is an I. O, U.”;
and your trust fund and the Treasury is using it for the current opera-
tion of Government ; isn’t that correct ¢

Mr. ScrorrLAND. That is correct; namely, that the Treasury bor-
rows the money from the trust fund, giving the Government bonds,
and uses the proceeds just as it would for any other receipts.

Senator JENNER, Now has there been any thought given to reevalu-
ating this whole system so that the penalty is not placed on thrifty
pefi e of this country?

I make myself clear?

Mr. Scuorrranp, No.

Senator JENNER. Idon’t

Let me make it clear. I know about the operation of this law. I
will give you an example of how it works.

I assumo you folks are acquainted with it, I hope you are, and I
something ought to be done about it.

A man or a woman makes an application for old-age assistance, an
investigator goes out to see her. ‘ . .

Senator BenneTT. This is not social security but assistance.

Senator JENNER. Old-age pension, and this is all a part of this
program. ) .

Senator BENNETT. It is two different programs. -

Senator JENNER, I know it is two different programs, but it is all
part of the cost of this whole thing. ,

Senator BennerT, No. ) .

Mr. Sonorruanp. They are separately financed and entirely differ-
ent programs.

Senator JENNER, I want to talk just a moment,

I know about the contribution in the social-security fund, and I
want to talk about the old-age-assistance program because it is all tied
in together because the purpose of it as I understand it is to help the
older people in this country in their old age with the old-age and
social security program so they can survive; is that correct?

. Mr, Sororrianp. That is correct. .

Senator JenNer, This mvestiﬁator goes out and he up to this
home where the people have made an agplioable and they have a lit-
tle workeheetband I think this ought to be looked into.

They say, “Do you own this home#” “Yes, I own the home.”

“What other income have you got "

“Well, I don’t know.” ‘

/
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“Is that your %arden out there?”

“Oh, yes, yes, I have raised eight children, I have had a garden all
my life, Mother cans her food” and so forth and so on.

So the little investigator writes something down,

Then they say, “Whose cow is that out there{”

There is a little 2-acre patch of ground, I know this happens; I
have been in this. I don’t understand why our Government does not
do something about it, '

“Well, that is your cow. Do you use all the milk from that cow §”
“No, we do not use all the milk from that cow. We have got some
neighbors here and we sell a little milk to our neighbors and we make
:h htg,le butter and take it to town and buy sugar or something like

at.

So the investigator writes somethinglelse down.

“Mr. Gray, 1y«ou have pretty good clothes there, how about that?”

“Well, I will tell you what, one of my boys works up in the city and
he has to wear rather good clothes and when his clothes get a little
worn why he just sends them to me, and mom makes them over and
makes them fit,” so the investigator writes something else down,

I could go on and on. I am not going to belabor this because I have
got another meeting I have got to go to. )

Then Mr. B makes an application, and then the little investlgator
goes out to see Mr. B, and says “Mr, B, do you own this place?

“QOh, no, I do not own this shack; it is about to fall down.”

“Have you paid the rent? What do you do, pay rent?$”

“Y:?s, have not paid it for 6 months; they are trying to get me out
now.,

So the investigator writes something down there,

“Have you got a garden, Mr. B . )

“Oh, no, I would not have a garden, I tried one one time, The
chickens ate up everything I have, and I just never fooled with the

arcen, that 18 just a Jot of nuisance.
garden, that is ] t of nui "

“How many children have you got{”

“Well, I have got eight children,”

“Do they help you any §”

“Oh, no, they cannot hurdl,y help themselves, Why three of them
now is living off the township’s trustee.”

So they write something down on their book.

“Well, how about tKour clotheskMr. B, they look pretty bad.”

“Oh, yes, look at that hole in the seat of my breeches, I have been
trying to get the old woman to patch it for 3 months, and can’t get
her to do it,”

They write something else down.

I am going to try to make a long story short, but I have to go on
because you folks ought to look into this because Mr. B does not
own a home and would not pay rent, they gave so much, Because
he did not have a gﬁxrden and so as he had to buy all of his food
they allowed so much on that. Because he did not have any clothes
and had no way to purchase clothes, they allowed so much for that,
and so forth and so on,

But Mr. A up here who has raised a good family of substantial
peoplei. good Americans, honest hard-working m]e, worked all
of his life to raise those children, he is penalized use he does not
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have to pay rent, because he does have a cow and he sells some extra
milk and because he does have a garden and so forth.

What I am trying to say to you is the basis of this program is
wrong, because you are putting a penalty on the thrifty people of
this country and you are encouraging the no-accounts.

I think it is wron%

I do not say Mr. B should not have what he is getting, but I say
Mr. A should not be penalized because he has been a good citizen
and raised a good family and that is the basis of your old-age-
assistance program, )

Am I right or am I wron ial security and old age?

Mr. SoroTTLAND. Senator ti;ese programs are State programs.

Senator JENNER, Wait. You set the standard, you give the direc-
tions down. Ifthe boys in the States do not follow you, you are going
to genalizo them, -

ust answer my question, Am I right or wrong on the basic prin-
ciple of how you arrived at who is needy and what they are entitled
to and who sets the standards?

Mr. ScrorTLAND. YoUu are not correct, Senator.

Senator JenNer. I am glad to know that. Tell me where I am
wrong. Iam glad to know that. )

I just happen to have been a welfare attorney for several years, and
have been through dozens of these cases that I have just told you about.
Now you tell me where I am wrong, '

Mr. Sororrranp. The State o Indmnai)ein which you worked, de-
termines for itself what the standard will be, It determines for itself
whether it will consider the vegetable garden and the cow, and so

forth.
Senator JeENNErR. Who determines the qualifications of the person-

nel who work in Indiana?
" Mr. ScrorrLanp. The State of Indiana determines those qualifica-
ions,

Senator JENNER. You mean you have no standards?

Mr. ScrorTLAND. We have no standards except to——

Senator JeNNER, You do not tell them certain people should be
employed for certain reasons?

. SonorTAND. That is correct; we do not.
Senator JENNER. All right, go ahead,

Mr. Souorrranp., The only thing we say under the Federal law
is that Indiana or any other State must have a merit system.

Senator Jenner. That is nght. Now you are getting to it. Merit
system, that is right, Go ahead. :

Mr. SorortraND. All we are saying, all the law says under the merit

stem is that we must reguiro some type of merit or civil service sys-
tem, But what kind the State has is entirely a State determination.

Senator Jenner. Then your contributions under this merit m
that you set up the standard for—and I know about the merit system—
I know is who is qualified to work, because you determine that, your
merit sysiem. In other words, you do not withhold any money, your
contributions, from the State which puts a penalty on the thrifty and
gives 8 Premmm tothe lazy? You do not take that into consideration,

o yo ,

u
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Mr. Somorrrann. Senator, we do not think the Federal law does
that. You see, one of the problems we have to struggle with——

Senator JENNER. You contribute half of the money. Do you not
have anything to say about it #

Mr. ScHorTLAND, Yes; we do, but we do not think our contribution
of half &uts a premium on the lazy.

Senator Jenner. Well, suppose you said to a State, “You cannot
do this. You cannot put a penalty on the thrifty people. If you do,
we v;xll withhold our contributions.” What do you think would hap-

pen

Mr. Sonorrrann, You see, Senator, we are caught on the horns of
8 dilemma. If we have too many Federal regulations to enforce the
Federal law, Congress takes the position, which you took in your
opening statement, that we should not do this.

Senator JENNER, That isright.

Mr. ScrorTLAND, If We do not have sufficient regulations, Con
may take the %zsxtlon which you are now taking, that we ougﬁt to
do something about it. [Laughter.]

Senator JENNEL. What do rou think about it? Do you think some-
thlﬁg should be done about it ‘ :

r. SoHOTTLAND, It is our feeling——

Senator JENNER. Under the hypothetical case I just gave you, do
ygg ghzr,xk that is fair, or do you think something should & done
about i

Mr. Scmorrranp, We think that the State, in a case like that,
certainly ought to do something about it, and we think—

Senator JeNNEr. Well, suppose we write into Federal law that
unless a State does not penalize the thrifty old people of their State
that the Federal Government must withhold their funds, their con-
tribution. Would you be in favor of that kind of a law? That
would kind of police this thing, would it not{

Secretary Fremuine. Senator, if I may respond to that, I do not
think the Federal Government should get into more policing activities
in this particular area. I go back to my original statement.

Senator JENNER, You have been in it all your life. I just told you
about the fact we had over $25 million, and you were trying to “Po ice
us, You told us we could not publish in the newspapers, we could not
publish the names of people receiving old-age ass .

When did you change your mind and your hearts?

Secretary FremmiNG. "Senator, as I told you before, I know nothing

about that specific case.
Senator Jenner. Well, find out about it, Dr. Flemming, because

it is awfully important. i

Secretary FLemming. But on the basic issue you just raised with
Commissioner Schottland, my response would be, no, we should not
write more regulations into Federal law, or the executive branch
should not be issuing a lot more regulations,

I think the problem you outline is a problem for the State of In-
diana, and I think the State of Indiana should set the right kind of
standards in order to deal with that problem, and I think the Federal
Government should keep its hands off and et the State of Indiana
work out a proper solution to that problem.

Senator JenNEr. All r:(fht, let us assume the State of Indiana does
correct this injustice, and I think it is an injustice. Don’t get me
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wrong, I am not saying that Mr, B and the i)eople in that class should
not have as much as they are tting, but I do not like to see Mr, A
penalized. I think it is bad for this country, its future, to penalize

the thrifty people.
~ Let us suppose, now, lot us take the hypothetical that Indiana does

correct that mnjustice. Let us suppose that Ohio does not correct it.
Are you going to still give the same contribution to Ohio that you give
to Indiana, your 50 percent or whatever it is?

Secretary Fremmine, We believe in the concept of State and local
‘t%%mh;,istration of programs of this kind, and the answer to that is

es,

Senator JENNER, In other words, you do not care how they admin-
ister the law locally, you are still going to give them what they are
entitled to?

In other words, if the investigator in Ohio wants to—I am just usin
this as a hypothetical—wants to double or triple the benefits to B an
ifu;tu})m; penalize A, it is still O, K. with you folks down in Wash-

ngton

| Secretary Fremminag, Senator, so long as it complies with Federal
aw, yes.
o course, I would not indulge in the assumption that any investi-
gator in the State of QOhio would do something like that,
Senator J»~NEr, I used that as a hypothetical. [Luughter.%
Secretary Fremming. I have a very high regard for what the State

of Ohio would do in handling that problem.

Senator JeNNER. Let's get that straightened out. I used it as a

hygotheticul.
ecretary FLemMiNg, T want to keep the record straight.

Senator JENNER. I want to keep it straight, too. I am finding out
from you you do not care what happens to a Stute, they will still get
their Federal money just thesame, Isthat right

Secretary FremMing. Senator, the Congress of the United States
has included in these laws certain standards. It has told the execu-
tive branch of the Federal Government to do certain things in order
to administer those standards.

I am not quarreling about those at the moment. All I am saying
is, let’s think twice before we tighten the grip of the Federal Gov-
ernment on the way in which what is essentially a local program should
be administered.

Senator JENNER. All right.

Now then, if that be true, would you oppose or support Federal leg-
islation to tighten those standards in the respect that I have been re-

ferring to? -
Secretary Fr.emMming. Offhand, I think I would oppose them on gen-

eral principles. . y
Senator JeNNER. I just wanted to know where you stood, and I

thank you very much,

- Senator Doucras, T have a solution for this difficulty. I have an
amendment, which has always been vpposed by the administration,
namely, to exempt the first $50 pev month of earned income so that it
will not be deducted from old-age assistance grants which otherwise

would be made.
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So I think this argument perhaps is really eloquent testimony in
?mpoxi]ttot my :..nendment, and I hope very much it will be adopted.
ughter. :
Senator BENNETT. Mr. Chairman, I have been very patient, and I
hope you will indulge me just a minute or two.

n the earlier discussion about the projected future cf the OASI,
the statement was made, which I understand would have to be made,
that we assume there will be no further changes in the law, no further.
increases in the benefits, no further changes in the taxes,

Mr, Schottland, if you know offhand, how many times have we
changed the law since it was changed over to the present basis, in-
creasing benefits and increasing taxes?

Mr, ScrorTraND. In 1089, 1950, 1952, 1954, and 1956,

Senator BenNerT. 1952, 1954, 1066, It is now 1958, Do you not
think a good actuary would say we can expect to change the law every
2years! We have done it evmeurs since 1950,

]Iév how much have we inc the tax burden in those changes?

r. Myers. In the 1950 amendments, the combined employer-em-
{sloyee tax rate was 8 percent for the years immediately following
950, and the ultimate rate in the law was 614 percent.

And under this bill, the rate for next year would be 8 percent, with
an ultimate rate of 9 percent,

Senator BeNNETT. S0 we have approximately increased the tax bur-
den 80 percent in 8 years, .

Mr. Myers. The ultimate rate under the bill, as compared with the
ultimate rate under the 1950 act.

Senator BeNNErT. If we are going to increase this rate 50 percent
every 8 years—and I am sure as I sit here, because I sat through the
1954, the 1956, and the 1958 hearings, that in 1960, which is another
election &'ear, we will be back again asking for another step-up in
the benefits, and a step-up in the costs.

I just think the record should show that the idea that you can go
forward on the theory that the benefits we now are setting are going
to be projected forward to the iyenr 2040 and that we are going to have
;his kind of an amount in the fund at that time, are completely ridicu-
ous. ‘
I think a 9 percent burden is terriffic; a gross tax on the employ-
ment of the United States of 9 percent is almost enough to wreck the
economy of the country, But at the rate we have been going, it is im-
possible to predict how high it will be,

And I am just very much discouraged at the prospect of this pro-

which brings advocates in here every 2 years, has done it for
5:0 past 8 years, and while we keep projecting these things forward
and always say, well, we are projecting forward the existing rates, we
donot groject forward this other curve, which I think is just as definite
as any figure you have got in your set of books, ,

Maybe I should ask you to project forward until 1969, and the year
2040, the tax rate on the basis of the record we have been making since
1950. Do you think you could do that?

Mr. Myers. Iam afraid not, Senator, . o

Senator BENNETT. You could not, because it is obvious if it were

projected forward, it would completely consume the total wages in
this country, ' -
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We had better take a look at that when we stop to consider this
bill, because there is a feeling that there is no limit to the extent to
which these benefits can be raised and the taxes can be raised.

‘That is all, Mr. Chairman, '

The Cuareuan. I would like to say I agree entirely with Senator
Bennett, and speaking of the acouracy of estimates, In January the
administration ostimated a budget, virtually balanced budget for fiscal
year just ended, and a balanced budget for the current fiscal year.

Six months later, we found we had a deficit of $3 billion in theiﬁ:_aat

al year, and a prospective deficit, which is admitted, of $12 billion
for the present year.

That is an example of the accuracy of estimates.

Senator BenNerT. If we can increass the tax burden 50 percent

in8 yesraé we can look for in 10 (eara more another 50 percent. That
will be 1 8 ag against the present 9.

?opercent of payrol
Senator Lona. If the Senator will {ield I do not think the case
has been made here, I have not seen i made here, there is any need

for inoreasing the tax at all,
I have never agreed with this idea of building up a $179 billion

trust fund. Why? As long as you are taking enough into the fund
to meet iour payments on & year-by-year basis and advance your tax
to take in enough to cover your expenditures on an annual basis,
there is no real necessity to have to increase your fund to $179 billion.

I think a lot of good, sound people, Republicans, advocate
you should stop this grfving to build up this fund of $179 billion.

Senator BennNerT. My lunchtime has long since passed.

Senator Kerr, Does that mean the Senator is not going to get any
lunch? [Laughter.] Will he go to lunch with the Senator from
Oklahoma? My lunchtime is just arriving. [Laughter.l

Senator Bannerr. I wonder if the Senator from Oklahoma is ac-
quainted with the character L'il Abner in the comio strip.

Senator Kerr. No; but I did not know he was on this committee.

Senator BennerT. I sometimes detect the presence of some of his

relatives, lLaughter.]

Senator . It that statement was in the plural [laughter], I
wonder if it was an admission as well as an accusation.

Senator BeNNErr, I will end with the comment that all general
statements are false, including this one.

Senator Kerr. I want that to be limited to the status of an admis-
sion on your gart, because the Seoretary and I have made some gen-
eral statements that we do not want to admit are false.

The CaATRMAN. The Chair has been requested to insert in the record
a statement by Mr. Rudolph T. Danstedt, director of the Washington
branch office of the National Association of Social Workers,

(The statement referred to follows:)

SrateMENT BY RUpoLPH T, DANSTEDT, DIRECTOR OF THE WASHINGTON BRANOH
Orrice, NATIONAL ASSOCIATION oF SocraL WorkEms, oN H. R. 18549, 1088
AMENDMENTS 70 THE S00IAL SEOURITY AOT, AUaust 8, 10868

Mr. Chairman and members of the committee, my name {s Rudolph T, Danstedt,
and I am director of the Washington branch office of the National Association
of Social Workers.

The association for which I am testifying today is a professional organisation
with & membership of approximately 22,000 individuals who have qualified
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through graduate education to perform social work services in governmental
and ?omvommmuk Oatholie, Jewish, and Protestant and nonsectarian
agencies.

Our assoclation supports H. R. 18549, Soclal Security Amendents of 1008, as

assed on Thursday, July 81, 1958, by the House of Representatives, We think
is is leglslation which deserves the support of this Finance Committee and
the United States Senate, even though in a number of respects H. R. 13549 falls
far short of the objectives our association conslders desirable in the old-age
and survivors and disability insurance program, the public assistance titles, and
the maternal and child welfare title of the Soclal Becurity Act.

Attached and made part of this statement are resolutions adopted by our
assoclation at its delegate assembly held early in May of this year in Chicago.
These resolutions deal with amendments to the Social Becurity Act and the
abolition of resident and settloment laws in public-welfare programs,

TITIX II. OLD-AGE AND SURVIVORS AND DISABILITY INSURANCE

Benefit inoreases

The increase of about 7 percent in benefits over the level provided in the present
law Is demanded by the 8 percent rise in the cost of llving since benefits were last
Increased, and the 12 percent rise in wages, both of which facta justity a 10 per-
cent increase in benefits which we supported before the House Ways and Means
Committee. The proposed increase in the maximum amount of benefits payable
monthly to a family from the present $260 to $254 is particulafly commendable,

Concern has been expressed by some ﬁroups about the fact that the tax rate
on the increased wage base of $4,800 will go up to 434 percent each on employer
and employee by 1069 and thereafter., We are prepared to support a tax rate
of about this amount on a wage base of $6,000, as proposed in several bills, in
order that certain important benefits could be made available to people. It is our
earnest opinion that a social security program with comprehensjve benefits has
wide support and that the potentlal beneflclaries of such a program are willing to

pay the cost.

Disability insurance

We are pleased that this proposed legislation provides for the payment of
benefits to dependents of disability fnsurance beneficlaries. This corrects an
inequity in the disabllity insurance program enacted in 18036, and makes it possi-
ble for the family of a disabled person to manage their affairs more adequately
without recourse, in most instances, to public or private assistance,

Our assoclation would like to see eliminated the eligibility restriction to age
50 and above for the disabled, and to see the disabllity trust fund utilized for
the payment of the costs of rehabllitation services for the disabled. This method
of financing rehabllitation services seems to us the most certain way to assure
that these disabled people have a reasonable opportunity of access to rehabilita-

tion services.

Healih oare benefils

While the bill makes no provision for paying the cost of hospitalizsation, nursing
home care and surgical care of old-ige and survivors and disability insurance
beneficlaries, the report of the Waya and Means Committee requests that the
Department of Health, Education, an! Welfare conduct a study of alternative
ways of providing insurance against tae cost of hospitalisation, nursing home
care and surgical care for old-age and survivors and disability insurance bene-
ficiaries, and report the results of such a study on or before February 1, 1059.

We would hope that consideration might be given to such a study being under-
taken under appropriate congressional auspices, utilising qualified consultants.
We belleve that a congressional policy with respect to a program of heaith care
benefits can most objecttveléobe determined on the basis of a study conducted
under the direction of the Congresas, utilizing the resources of the rtment
of Health, Education, and Welfare, and other qualified organisations and
specialista in the fleld of health care.

We hold that the greatest unmet need in the old-age and survivors and dis-
abllity insurance program is that of making provisions for ftalisation and
medical care to this large troup of our citizens who are aged, disabled, or chil.

dren deprived of the support of & wage earner.
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PUBLIO ABRISTANCE TITLES

" _The varlous increases made to reciplents of public assistance under titles I, 1V,

» and XIV of the Boclal Security Act are both necessary and desirable and for
the same reasons that increases are proposed for old-age and survivors and dis-
abllity {nsurance beneficiarles.

The changes made in the formula for determining the Federal share of assist-
ance payments 80 as to provide an average maximum on State expenditures for
assistance in which there can be Federal sharing, including assistance in the
form of medical care and money payments, and the provision in the formula
that a portion of the Federal contribution be related to the per capita lucome
of the States, are constructive revislons, long sought by the public-welfare fleld
and this assoelation,

To further Improve the public-nssistance Program. we hold that Title IV:
Grants to the States for Ald to Dependent Children, ought to be amended to pro-
vide for any needy child living with any relative so as to provide for children
whose need arises from the unemployment of a parent, and further that Federal
funds should be made avallable for general assistance, and further that resi-
dence requiroments in all federully financed programs should be ellminated,

While in the course of time the public-assistance program will continue to
shrink and eventually assume a residual responsibility, providing assistance to
the exceptional cases that for a varlety of reasons are not covered or inade-
quately covered by the old-age and survivors and disability insurance program
or unemployment compensation, the probability of this residual role is still
many years off. In the meantime, an urgent and heavy Federal, State and local
responsibility exists for assisting these millions of people on public assistance
and others denled assistance because of vagaries and gaps in the law to obtain
food, shelter, and clothing, and to secure constructive socinl services that will
assist them toward self-help, self-care, and constructive family life.

We regrot that the programs of cooporative research in social security and
welfare aud training of public-welfare employees, authorized in the 1156 amend-
ments to the Soclal Becurity Act and so fundamental to the development of
constructive social sorvices, received no appropriations in the first session of
this Congress and were not supported by requests fromm the executive depart.
ment of the Government in the second session of this Congress.

TITLE V. GBANTS TO THE STATES FOR MATERNAL AND CHILD WULFARE

Authorizations for maternal and ohild health services, orippled children serviccs,
and ohild swolfare services .

We support fully the & millfon increase in the authorizations for the 3
sectlons gmitle v %f the Social Security Act, We believe that a substantially
larger amount is fully justitied, but we think it is important that the maternal
and child health services authorizations and the crippled children services
authorizations, which have been at the celling for several years, and child wel.
fare services grants, which reached the celling this year, be increased by at least

the $5 million proposed in this bill.

Ratending ohild welfare servioces to all children

The proposal that child welfare services be made avallable to all children in
a State regardless of place of residence is a most desirable and necessary one.
With child bealth services and crippled children services appropriately avail-
able to all children In a State, it is inconsistent and inequitable to deny such
statewlde coverage to all children needing protection and care because they are
homeless, dependent and neglected, or in danger of becoming delinquent.

CONCLUSION

rt of the Natlonal Assoclation of Socinl Workers for the provisions
cogtl::nse‘:lml): I. R. 18549 18 based on the fact that the bill recognizes the im-
rtance of increasing benefits to OASDI beneficlaries and paywnents to persons
{’: receipt of public assiatance and an increase in authorizations for grants to
the States for health and welfare services to mothers and children, The bill
further includes provisions for individuals provlouslgenot covered under the
Soclal Security Act—namely, the dependents of the beneficinries nf disablility
insurance and children in need of foster home and protective services living in

urban areas.
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We hope that the provisions of this bill may be approved by the Congress and
that an objective study may be undertaken luunediately and completed soon as
to the most desirable und practical methods for assuring that health care bene~
fits shall be made avallable to reciplents of old age and survivors and disabllity

insurance.
NATIONAL ABS80CIATION oF BooralL, WORKKES,
\ New York, N, Y,

RESOLUTIONS ON AMENDMENTS TO THE S0OIAL SEQURITY AOT—ADOPTED BY DELE-
OATE ASBEMBLY, ClICAdo, ILL, MaY 10, 1058

Whereus the Soclal Becurity Act has now been in effect for almost a genera-
tlon and provides protection to almost all Americans agalust loss of income be-
cuuse of the death or retirement of the wage earner;

Whereas the level of benefits, howover, is now inadequate in relation to the
cost of living;

Whereas the act makes no provision for the costs of health care of insured
beuneficiaries, thus requiring many of the aged beneticiaries to deny themselves,
needed care or resort to the medical care provisions of the old age assistance
program ;

Whereus the dlsability amendment of 1036 requires automatic referral to
State vocationnl rehabilitation services of all disubility beneficlaries, Federal
and State uppropriations for such services are relatively lmited in relation to
neod and restrain, therefore, the numnber of persons rehabilitated ;

Whereas the provisions for the range of services and the authorization of
fuu(«llu fox; services to children In several titles of the act are insufficlent and

nadequate;

Whereas measures and funds for the prevention and control of juvenile de-
linquency are urgently needed. Buch mensures are and should be an Integral
phase of Federal-Ntate concerns for the welfure of children ; and

Whereas provision should be made for Federal participation in the main-
tenance of children who require foster care: Be it therefore

Rosolved, That the Natlonal Assoclation of Social Workers favor amending
the Soclal Security Act by providing an increase in benetits payments of about
10 percent, provide for the payment of hospitalizution, nursing home, and sur.
glead care costs and provide for the payment of rehabilitation costs from the in-
surance system; and be It further

Resolved, That the costs of these improvements in the act be met by increasing
the taxable base to $6,000 from the precent $4,200 and by increasing gnyroll con-
tributions by one-half percent each on employee and employer; and that, title
IV—~—Grants to the States for Ald to Dependent Children—be amended to provide
Federal funds for any needy child living with any relative regardless of the
cause of need and thus avold putting a premiuin on desertion as is now the effect
of the present title; and that, Title V—Grauts to the States for Maternal aud
Child Welfure—be amended to allow child welfare services to be extended to
children in urban areas and further amended to luclude gervices to delinquent
children so as to enable funds to be used for prevention and control of juvenile
delinquency. The authorization for child welfare funds should be increased from
the present $12 million to $23 million so as to provide for the enlarged purposes of
this title; and be it further

Resolved, That coples of this resolution be sent to the chairmen of the House
Ways and Means Committee and the Senate Finance Committee, and to the Secre-
tary of the Department of Health, Kducation, and Welfare.

—————

RESOLUTION ON ABOLIBHMENT OF ALL RESIDENCE AND SKTTLEMENT Laws IN PUBLIO
WELFARE PPROGRAMS

Whereas the right of a cltizen to move freely from place to place and to
choose his abode in accordance with his needs and desires is one of the fundamen-
tal freedoms of a democratic soclety ;

Wherens arbltrary length of resldence restrictions and requirements in the
determination of eligibility for public welfure services contravenvs this right for
those requiring such services; and

Whereas length of resldence laws not only restrict basle rights but cause hard-
shlp and suffering which s aggravated by variations among these laws among the

States of the United States: Be it therefore
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Resolved, That the National Association of Soclal Workers in delegate assoms
bly declare its support of the l?rlnciple of the abolishment of all residence and
settlement laws in public welfare programs.

The Cammax, Another statement by Mr. T. Marx Huff, chairman
of the legislative committes of the Interstate Conference of Employ-
ment Seocurity ncies before the Senate Committee on Finance in
lieu of his personal appearance.

(The statement reforred to follows:)

Bratemen? or T, Manx Hurr, OHAIRMAN OF THE LroIistatTive COMMITTEE OF
Tue INTERSTATE CONFERENOE OF HMPLOYMENT SEOURITY AGENOIES

Mr. Chairman and members of the commlittee, my name is T. Marx Huff, X am
executive director of the Mississippl Em‘Polyment Securlty Commission and
chairman of the legislative committee of the Interatate Ounference of Kmploy-
ment Security Agencles. I am submitting this statement in my capacity
a8 chairman of the conference legislative committee.

Our conference su{;ports section 408 of H. R. 184890, which would amend section
6334 (a) of the Internal Revehue Code so as to exempt unemployment
benefits from Federal tax levies, Buch levies are contrary to State unemploy-
meunt-compensation laws and, we belleve, to the purposes of unemployment com-
pensation. I am attaching to thia statement conference resolutions which
eatablish our position on this issue,

Each State unemployment-compensation law provides that rights to unemploy-
ment-compensation benefits shall be exerapt from levy, execution, attachment, or
any other remedy for the collection of debt, These provisions are expressions
of State policy. The parallel pollcy of the ngress is expressed in section
8804 (a) (4) of the Internal Revenue Code, which prohibits withdrawals from
the unemployment fund of any State except for the payment of unemployment
compensation and refunds of taxes. For more than 20 years, this provision has
been interpreted to require the exemption from levy which all State laws contain.

Prior to 1934, the Internal Revenue Code was Interpreted to exempt
unemployment-compensation benefits from Federal levy, However, pertinent
sections of the Internal Revenue Code of 1004 (secs. 6831, 6332, and 0334
(a)) have been interpreted to authorize such levies. A delicate problem is
created, therefore, in that the policy and practice of the Internal Revenue
Service places the Federal Government in the position of resorting to actions
which the Federal Government prohibits on the part of the States. In a survey
made last year, 27 States reported that levies had been made on unemployment-
compensation payments in their States. I have attached a report of this survey
to this statement, and I would appreciate its being included {n the record. .

We have negotiated with the Internal Revenue Service in an effort to
obtain a different interpretation of the Internal Revenue Code. These negotia-
tions were friendly, and did result in clairfication of policy, but the Internal
Revenue Service does not feel that it can alter its basic position. The conference
was forced to couclude that the only way of obtaining an exemption of unemploy-
ment benefits was through congressional action. (Correspondence which repre-
sented the conference position in the matter and the response of the Internal
Revenue Service is attached in the form of a letter from Mr. Iee G, Williams,
counsel for the legislative committee of this conference, to Mr. Russell C. Harring-
ton, Commissloner of Internal Revenue, dated February 7, 1056, and Mr, Har-
rington’'s reply, dated March 80, 1956.)

Rallroad unemployment-insurance benefits are exempt from the Federal levy
process. When the rallrond unemployment-insurance law was originally en-
acted, the benefits were specifically exempt from Federal levy. The 1054 Internal
Revenue Code, however, brought them within the scope of the Internal Revenue
Service levies, The Congress amended the Railroad Unemployment Insurance
Act in 1055 to exempt them again (Public Law 888, 84th Cong., 1st sess.). With
the amendment, the relevant provision of the Railroad Unemployment Insurance
Act now reads: “Notwithstanding any other law of the United States, or of any
State, Territory, or the District of Columbia, no benefits shall be assignable or
be subject to any tax or to garnishment, attachment, or other legal process unde’x:'
any circumstances whatsoever, nor shall the payment thereof be anticipated

(mect. 2 (e)).
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The House committee, in its report on the bill (H. Rept. 1046, 84th Cong., 1st
seis,), used the following language in explaining this &mvh!on: e

“Section 4 of the reported bill would amend section 12 of the Raliroad Retire-
ment Act and section 2 (e¢) of the Raiflroad Unemployment Insurance Act to
restore in full the exemption, with res to the Federal laws, from taxation,
attachment, or other legal process benefits payable under the respective
acts, and to make clear that such exemption is effective, as well, contrary to the
views of some State authorities, in respect of the laws of several States, the
District of Columbia, and the Territories. The amendments made by this section
of the bill, being enacted su uent to the enactment in 1054 of general provi.
siong of the Internal Revenue o (secs. 6821, 6822, 6831-6834) Indirectly re-
moving, with respect to such benefits, the exemption against attachment or other
legal process for purposes of tax collection, will again preclude the attachment of
benefits under the two sections of the acts above for purposes of collecting Fed-
eral taxes, The specification of a retroactive éffective date for this section
shows continuity of the congressional policy, from the time of the original enact-~
ment of these 2 sections to date, against making such benefits under said 2 sec-
tions assignable, or subject to any tax, garnishment, attachment, or other legal
geroce;& gnder any circumstances whatever, and against the anticipation of such

no L]

The appropriate Senate committee also held hearings on this subject in 1085,
and the same record with respect to this provision was made before that com-
mittee as before the House committee,

We belleve also that these levies are inconsistent with the purposes of unem-
ployment compensation. While there is no needs test in connection with the
payment of unemployment benefits, the program rests on the premise that unem-

loyed persons need these benefits to meet the essentials of existence. To levy
?or delinquent taxes against these benefits is, therefore, inconsistent with the
basiec objectives of the unemployment-insurance p am,

On the basis of conflicts between these levies and State law, conflicts within the
Internal Revenue Code itself, and inconsistency with the policy established by
the Congress in connection with other programs and with the objectives of un-
employment compensation, we strongly recommend that unemployment benefits
be specifically exempt from Federal levy. This could be accomplished by favor-

able action on section 406 of H. R. 18640,
INTERSTATE CONVERENCE OF HMPLOYMENT SECURITY AGENCIES

ResoLuTION IV, LEvies oN UNEMPLOYMENT COMPENSATION PAYMENTS

Whereas the Internal Revenue Service has interpreted the Internal Revenue
Code of 1954 to permit levies, at the source, on unemployment-compensation pay-

ments to satisfy delinquent Federal income-tax claims; and
Whereas many State employment-security agencles have received such levies;

and
Whereas such levies are contrary to the provisions of State unemployg:ento

compensation laws and to the purposes of unemployment compensation ; an
W‘ﬁareaa negotiation, although friendly, has ed to produce a satisfactory

resolution of this {ssue; and
Whereas efforts to obtain Federal sponsorship of remedial legislation have ap-

rently failed : Now, therefore, be it
mReaol{ved. That thé Interstate Conference of Employment Security Agencies

direct its incoming officers to take all appropriate steps to obtain, by co ssional

action, an exemption of unemployment-com tion payments from Federal Yovy,

8—-?1(101!)&9 at the 20th annual meeting of the interstate conference, held October
) e

ResoruTioN II. Levies OX UNEMPLOYMENT COMPENSATION PaYMENTS

The Interstate Conference of Employment Security Agencles hereby directs
its incoming officers to take all appropriate steps to obtain, by congressional
action, an exemption of unemployment-compensation payments from Federal levy.

Adopted at the 21st annual meeting of the interstate conference, held September

9-12, 1957,

20748--58-~13
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Rerorr ON LEVIES BY THX INTERNAL REVENUE SERVICE ON UNEMPLOYMENT
: o CONPENSATION PAYMENTS®

In March 1957 the national executive committee of the Interstate Conference
of Bmployment Security Agencles authorized the distribution to its member
employwent security agencies of a questionnaire asking for Information on
leviea by the Internal Revenue Service on unemployment compensation pay-
ments due a claimant who owes delinquent Federal taxes. Member agencles
were asked to fnclude levies made since 1054 on State unemployment compen.
sation payments, unemployment compenration for veterans, and unemployment
compensation for Federal employees, All member agencles having unemploy-
meut compensation laws, including the 48 States, the District' of Coluinbia,
Alaska, and Hawalil, returned their questionnaires.

NUMBER OF LEVIES IN EACH ATATE

. Twenty-seven State employment security agencles reported that levies had
been made by the Internal Revenue Service on unemployment compensation
payments in their States, Twenty-four ngencies reported that no levies had
been made, Of the 24, 8 reported that the Internal Revenue Service had dis-
cussed levies with them, but that no action followed the discussions,

The number of levies made in each of the 27 States varied from 1 in 7 States
to 02 in 1 State. A distribution of the States by number of levies is glven in
the table below :

Olassification of States by numbder of levies

Number Number

Number of levies: of BMG; Numlber of levies—Continued of Sta“;
D I, ——— - 8 lg ........................... 1
B ——————— 4 OVer 10 1

| T —————————— — 2 —

B e mn————————————— - i TOtAl e e e e 27

NUMBEB OF LEVIES IN EACH INTERNAL REVENUE SERVICE REGION

I.evics made in each of the Internal Revenue Service regions varied from a
low of 1 in 2 regions to a high of 76 in 1 region. lLevles In the remaining reglons
numbered (from low to high) 8, 6, 10, 10, 11, and 88.

AMOUNT OF LEVIES

Twenty-one of the twenty-seven States in which levies have been made re-
ported the amount of each levy. The amount of each levy in the 21 States re-
{):ttluc varied from $8 to $4562. A distribution of levies by amount is given In the

ble below : .
Olassifloation of levies dy amount
Amount of levy ! Numbder

Under
350 to igg-.._
100 to $149
150 to §109
to $249
to
ver $300
Information not available
Total 151
" STATE ACTION ON LEVIES ‘ :

. Fourteen State employment security agencles reported that they had complied
with the levies made on unemployment compensation payments. One State re-
ported that, upon authorization from the Federal Bureau of Employment Se-

t This report was prepared in April 1007 by the Office of the Executive Secretary, ITESA,
room uzlu.pﬁeputmgntpof Labor ﬂuﬂding. ashington, D, C. !
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curity, it complled with levies involving only unemployment compensation for
veterans payments. It held up levies Involving State unemployment compen-
sation payments pending a ruling of the State attorney general. Three States
reported that the claimants involved bhad ceased filing claims at the time the
levies were made. Consequently, the question of compliance did not come to is-
sue. In two States the levies were withdrawn after discussions between In-
ternal Revenue Service and State employment security officials. Two States re-
ported that they would not comply unless crdered to do so by a court of com-
petent jurisdiction. One State reported that it did not comply because the
levies did not satisfy the garnishment law of the Btate, a condition which Fed-
eral courts have held must be met. Two States reported that they did not com-
ply because of advice from thelr attorneys general that their laws prohibited
levies, and two States reported, without explanation, that they did not comply,

COMMENTS BY STATE EMPLOYMENT SBECURITY AGENCIES

~ State employment security agencles were invited to comment on levies by the
Internal Revenue Service on unemployment compensation payments. Bxcerpts
from some of the comments are given below.

“Our position {s that unemployment insurance benefits are not a debt a State
owes to an individual, but a benefit paid to accompligh a specific soclal purpose
for the benefit of soclety as a whole.”

“The Attorney General's recommendation was that the amount of benefits in
controversy be withhdld from the claimant, but that it not be paid over to the
Director of Internal Revenue until an order is entered by a court of competent
Jurisdiction relleving the director of labor of /ll liability to the United States or
to the employee, No court action has as yet been taken by the Internal Revenue
Department, and we are holding the benefit checks until such time as court ac-
tion is taken.”

“In some cases it does not appear that they are ‘flagrant’ as set out in the
rules and regulations, before resorting to levy against unemployment compensa.
tion, It appears that the Internal Revenue Service is taking the easlest method
of collection and uslng the employment security agencles as their ‘collection
agencles.” It is not so bad in the case of single persons or those without depend-
ents, but it is almost taking away the money intended for food and living ex-
penses from fathers and mothers with dependent children. S8uch persons even-
tually return to work and the law relative to collection of delinquent income
taxes {s ample and sufficient to enable the Internal Revenue Service to collect
the taxes from current wages, as they are not exempt from seigure. The levy
action of the Internal Revenune Service defeats, at least in part, the intent of
‘unemployment compensation,’ In some cases it may force such taxpayers to go
to some ‘relief agency’ for food. The Employment S8ecurity Act prohibits a levy
or any form of attachment for State or ordinary debts, so long as the amount
remains In the form of unpaid benefits or an uncashed warrant. The enforced
collection of Federal Income taxes from these benefits by means of Internal
Revenue Service levy, defeats or circumvents the Employment Security Act.”

“Having had no experience, we can't definitely say what action we would take
it we were confronted with such a levy.”

“Our act specifically states that the rights to benefits shall be exempt from
Jevy. The Federal agency felt that this did not mean their levy, but our agency
folt that it would not comply with the levy until such time as the court instructed
it to do so. The matter was not taken up with the courts; it was, apparently,
ahandoned by the Federal agency.”

“We have had no attempt made by the Internal Revenue Service to levy
against any of our claimants. If there had been and if there is going to be we
intend to bring the matter to court. Our law provides as follows: ‘Benefits
wh.ch are or may become due under this chapter shall not be assigned, pledged,
encumbered, released, commuted, or trusteed before payment; and when pald
shall, as long as they are not mingled with other funds of the beneficiary, ba
exempt from all claims of creditors, and from levy, execution, and attachment
or other remedy now or hereafter provided for the recovery or collection of deht,
which exemption may not be walved.'”

“We did not comply with the levies because they did not satisfy the garnish-
ment law of the State, which the Federal courts have held must be done.”

“One levy was withdrawn, ‘One benefit check withheld for only a very short
.time, was mailed to clalmant upon withdrawal. Other than above, no notices
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of levy have been actually served on the agency. However, in two other instances
levies were ‘threatened’ but notices thereof were not urvoé."

“The district director contacted me and I informed him that we would not
honor any levy. Nothinf further has been heard."

“The Attorney General indicated we had no authority to comply, so the Internal
Revenue Bervice was notified accordingly, and no further action was taken,”

“We complied nm advice of Department's legal counsel.”

“Our 8tate hus been signally fortunate in not having had some of these levies

laced against it and I can say unqualifiedly that it such does arise, I shall refuse
accept or honor tho attachment. I am unalterablg'op ed to the principle
involved namely, that the Foderal processes should allowed to be attached
to unemployment compensation payments, It appears to me that it is in con-
filet with the general phllouoll)hy behind the whole act whorein the bonefits are

id almost on a subsistence level to clalmants between periods of employment,

¥ thinkiug is clearly expressed in this area in a bill which has already been
approved by our kHouse of Representatives and has tentative approval of the
Senate. In section —— of this bill you will find that two words are added ‘or
taxes,' and it is tho addition of these two words which expresses my foolingw,
It may be that the law Iitself, if thus amonded, will be ruled to have no force
and effect when in confifet with the Federal regulations pertaining to the same,
but it is equally certain that the opinions expressed therein will be the opinions
m{or t'l.no intentlons of our leglslature that said levies be not applied in such

ers.

“We comply with the levy if the claimant Is in compensable status.”

“Our legal staf has conferred with the State attorney general's office regard-
ing these levies, and the right of the Federal Government to levy on the moneys
ia deflutely challengeable,”

“This agency is strongly in favor of an amendment to Federal law which will
exempt unemployment compensation from Federal levy, It is an anomaly that
the unemployment insurance benefits of a person who {s unemployed and pre-
sumably needs these moneys to tide him and his family over until he is again
employed should be subject to levy for taxes when these benefits canuot be
:g; ed”nz«mst for other more pressing debts such as rent, clothing and subais«

ce.
“Two or three levies were involved to the extent that IRS representatives dis-
&pw'wulble levies with the agency but after the dlacussion no action was
en.

“Our unemployment compensation law is very specific on the matter of as-
signment or attachmont of unemployment compensation. The law provides:
‘No assignment, pledge, or encumbrance of any right to compensation which is
or may become due or payable under this act shall be valld, and such rights to
compensation shall be exempt from levy, execution, attachment, or any other
remedy wianmoaver provided for the collection of debt,! The law is also specific
with respect to exemptions to assignment or attachment of uremployment com.
pensation. We readily recognize the authority of the Federal Government to-
levy upon compensation. However, since our law falls to provide for such
levies and because the levies might cause undue hardship to the beneficiaries,
we are not in sympathy with the United States Internal Revenue practice of levy-
ing upon unemployment compensation benefits,”

“It is my opinion that the intent of the programs under which we operate would
be, to a limited extent, perverted by such action on the part of the Internal
Revenue Service. Every effort should be made to the end that the Federal law
is amended to the extent that such unemployment compensation payments are
exempt from Federal levy.”

“If any levies are made, we will not comply.”

“We have complied in all cases where payable claims had been flled.”

“I am very much in favor of the internal revenue department discontinuing
theee levies, Unemployment compensation is paild to individuals who ave out
of work and to tide them over until such time as they can secure a job, and
it does not seem Ft:d meltlhat thi:‘ money ghould be taken away from them for
such purposes as eral income taxes.

“lfpthe collector of internal revenue issued to all district collectors of internal
revenue a policy statement that unemployment compensation warrants issued
to claimants by States for unemployment compensation payments were exempt:
from Federal levy by the Internal Revenue Service, it would take care of the
problem and it would not be necessary to amend the Federal law. It would seem
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that the respective Oabinet members could coordinate and handle the above

problem.,"”

“We consider diversion of unemployment funds under any unemplo({mcnt in.
surance ?rocnm for payment of unpaid taxes or for any other type of debt to be
completely contrary to the purposes of unemployment insurance legislation and
to be damaging to the public good. We eammq hope that appropriate Federal
installation can be passed to combat this evil,

InTERsTATE CONFXRENO® OF EMPIOYMENT BECURITY AGENOIXS,
Avstin, Tea., Pedruary 7, 1066,
Mr. Russery O, HaRRINGTO

]
Commissioner, Intornal Ifovonuc 8ervice, Washington, D, 0,

Deas M. Hagsinagron : Thank 2you for affording Mr. Bride, Mr., Curtls, and
me tho opportunity, on February 2, to discuss with you and your staft members
the matter of Internal Revenue Service Jevies on unemployment compensation
benefits, Thank you, too, for the opportunity of presenting this letter in behalf
of the Interstate Conference of Employment Security Agencies which, as you
know, 1s an organization of all SBtate employment security agencies.

You will recall that our discussion centered around three points:

1. Btate unom;{loyment statutes generally provide that rights to benefits shall
be exempt from levy, éxecution, attachment, and an{ other remedy for the col-
lection of debt, These provisions are expressions of State pouclv.

2. The parallel roucy of the Congress of the United States Is expressed in
section (a) (4) of the Internal enue Code of 1054 which prohibits with-
drawals from the unemployment fund d«:f .tnli State except for the payment of

0

unemployment compensation and refun xes,
8, The provisions of the Internal Revenue Code dealing with levy and distraint

provide a definition of “person” which &gu not to embrace a sovereign State
or its departments or agencies. (Sec, 6582 (c) of the Internal Revenue Code of

1054.)

We attempted to make it clear that we are fully aware of your statu duty
to emplo%avery authorized means to collect taxes which are due the United
States. We recognized that unemployment compensation is definitely not listed
in the categories of pmferty exempt from levy under the terms of section 6384
(a) of the code. We polnted out, however, that subsection (¢) of section 6384 of
the code is & general provision which, if it is improperly construed, might seem
to nullify the specific c.1.gressional policy with to unemployment com-
pensation which Is expressed in section 8304 (8) (4) of the code, Particularly,
we pointed out that section 8304 (a) (4) requires that the unem‘floyment statute
of each of the 48 States contaln language expressly limiting withdrawals from the

State unemployment fund to the payment of unemployment compensation and
¢ {lkely that the groad terms of section G384

refunds of taxes. It seems quite un
{e¢) were intended to destroy the unmistakably specific Federal poucioexpreued in
Istered and

section 8304 (a) (4), which polley has, for about 20 years, been
affirmed by the presence of th%o mﬁ provisions in the laws of the 48 States,

It seems certainly to be arguable that the very wording of subsection (c) of
section 6334 justifies the States’ insistence that the levy and distraint provisions
of the code do not reach unemployment compensation benefit rights, The sub-

section reads: .

“Notwithstanding any other law of the United States, no property, or rights
to property, shall be exempt from levy other than the property specifically made
exempt by r_ubmtlon (a).”

The italicized words accent the fact that it is the same law; to wit, Public
Law 591, cited as the Internal Revenue Code of 1084, and, specifically, section
8804 (a) (4t) of this law, which proscribes withdrawals from unemployment
trust funds for any purpose other than the payment of benefits and tho refund
of taxes. It is significant that subsection (c¢) does not say “any other provision
of Federal law." It u{n. instead, “Notwithstanding any other lasw of the United
States.” “Other law” logically meaus a law other than the law which is being
::a& Oerta::ny. t;:lt fsrotvhmm o‘t the Inwtganl tmeg:e Code are provisions

@ same law, , the code itself. ou the point, we urge
that th§ro is very great latitude for interpretation in tm tér section
63834 (0).

It is to be noted in this connection that the States do not argue that a

vision of Siate law can produce an exemption from levy; rather, tdey ,,;’,',3
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out that the law of the United States (Public Law 881) which provides for the
levy is the law of the United States which llkewise provides the exemption,
No othker law is iuvolved. Bubsectlon (¢) of section 0884 of the code is a gen-
eral provision of law which must yleld to the specific provisions of and to the
specific policy reflocted by section 8804 (a) (4) of the same law, the code. This
rule of statutory interpretation is firmly established,

We who represented the States urged also that your counsel restudy the defl-
pition of “person” set forth In subsection (¢) of section 6832 which deals with
the surrender of property subject to lBV{. Bubsection (a) of section 03832 re-
quires that “any person In possession of (or obligated with respect to) property
or rights to property subject to levy um which a levy has been made shall”
:urrend?r such property or rights, Subsection (c) of the same section defines

person' :

“The term ‘person,’ as used in subsectlon (a), includes an officer or employee
of a corporation or a member or—employee of a purtnership, who, as such
officer, employeo, or member, 18 under a duty to surrender the property, or rights
to property, or to discharge the obligation.”

We urge that this definition is not broad enough to include a State or an agency
or departinent of Htate government. This position is supported by the fact that
the Congress found it necessary to provide, in subsection (a) of section 6381 of
the Code, a companion provision dealing with levy and distraint, that levy can
be made on the wages of an employee of the United States, the District of Colum-
bia, or any other n%ency or Instrumentality of elther, by serving a notice of levy
on his employer. This specific authorization for levy in the case of the Federal
Government and the government of the District of Columbia argues very strongly
that the omission of States and State departments from the definition of “person”
in the next succeeding section of the Code was Intentlonal and that the authorlza-
tion of leviea does not include authorization of levies on sovereign States in spite
of the broad language of section 6334 (c¢) dealing with property subject to levy.

It is to be noted that nowhere else in the sections of the Code dealing with
levy and distraint is there any authorization with respect to States and Btate
agencies, such as the authorization contalued in section 6331 (a) with reapect
to the Federal Government, the District of Columbia, and their agencles or in-
strumentalities, This omisslon is highly significant ; particularly so, in view of
the policy reflected by section 8304 (a) (4).

e explalued that we are aware of revenue ruling No. (6-227, dealing with
instrumentalities of a State, but we are not aware of any ruling or of any regu-
lation under the Code which enlarges the definition of “person’ set forth in sec-
tion G332 (c). It I8, of course, our position that we have been shown no atatutory
!anwaﬁmn the Code upon which such a ruling or regulation could properly be
predicated,

We exhibited, at the time of our discussion with you, several “notices of
levy"” which had been served on employees of the Texas Employment Commis-
slon. One of them was for a total sum of $12,78 for 1952 income tax. The
unpald balance was $6.78 and the statutory additions amounted to $6, for the
$12.78 total. Another levy was for 1040 additional income tax, the unpaid tax
balance belng $12 and the statutory additions amounting to $9.67, for a total of
$21.78. Others were for larger amounts, These detalls are mentioned to call
attention to the possibility that the administrative expense, both to your Service
as well as to the Btates employment security agency, may well be greater than the
tax realized. They are likewlse mentioned in connection with your expressed
policy of using the levy in connection with unemployment benefit rights only
Judiclously and as & last resort in stubborn or flagrant cases.

‘You will recall that we suggested that, in the event your counsel was able to
Justify these levies upon the basis of code provisions, you might wish to con-
sider some arrangement whereby & levy on unemployment-compensation rights
would be made in a particular case only upor express authorization by higher
authority, That suggestion was, we sald, a bit premature, because we sincerely
felt that your review of the policy questions involved, coupled with the distinct
possibility that the levies are not required or authorized by the code, would
obviate the necessity for its consideration.

We did not, at our meeting, nor do we now, dwell at length upon the nature of
an unemployment-compensation benefit payment., You are fully aware that these
amall payments, approximating only a fraction of the unemployed worker's
regular earnings, are provided, to quote from section 1 of the Texas Unemploy-
ment Compensation Act, “¢ ¢ # for the care of the Justifiably unemployed durlng
times of economic dificulty thereby preserving and establishing self-respect,
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reliance, and good clitizenship.” The alternative to unemployment benefits is
recognized to be private or public charity.

It is, therefore, understandable that the administrator of a State unemploy-
ment-compensation program s placed in a dilemma when he is handed a levy
upon the unemployment-benefit rvights of & claimant. Is he to disregard bhis
State’s policy aud those express provisions of his State law which prescribe that
“benefits shall be exempt from levy, execution, attachment, or any other remedy
whatsoever”? Or is he to become “liable in his own person and estate to the
United States” for refusing to surrender benefit ﬂgbw protected by State law?
It is no wonder that the Btate administrators who are confronted with this
groblem earnestly seek from you a solution firmly based upon high policy, both

tate and Federal, and upon the statutory language contained in the sections
of the code mentioned,

Thank you again for the spirit in which you recelved us, for your courtesy,
and for your understanding of our problem.

Yery truly yours,
Lre G, WiILLIAMS,
Oounsel, Legislative Commitiee, Interstate Conference of Employment
Beourity Agenoies.

. S—

UNITED STATES TREASURY DEPARTMENT,
Washington, March 30. 1956,
INTERSTATE CONFERENCE OF EMPLOYMENT BECURITY AGENCIES,
Austin, Teo.
(Attention : Mr. Lee G, Willlams, Counsel.)

GentieMen: This is In reply to your letter of February 7, 1956, in which
you request that a study be made of the statutory language of the pertinent
sections of the Internal Revenue Code of 1954 on the subjects of levy and distraint
for the purpose of ascertaining whether a conclusion can be arrived at that Btute
unemployment-compensation benefita may not be levied upon for the collection of
taxes. You call attention to a conference in this office on February 2, 1050, on
this matter, and describe at length the points which were considered in the
conference. Specifically, these points are:

1, State unemployment statutes, generaly, provide that rights to benefits shall
be exempt from levy, execution, attachment, and any other remedy for the col-
lection of debt. These provisions are expressions of State policy.

2. The parallel policy of the Congress of the United States is expressed in
section 3304 (a) (4) of the Internal Revenue Code of 1954, which prohibits with-
drawals from the unemployment fund of any BState except for the paymeut of
unemployment compensation and refunds of taxes.

8. The provisions of the Internal Revenue Code dealing with levy and distraint
provide a definition of “person” which appears not to embrace a soverei,;n State
o; 1!5;4 ()lepartments or agencles (sec. 6332 (c) of the Internal Revenue Code
o .

You further suggest that, in the event it Is determine. that levy may be made
on these beneflts under present code provisions, consideration be given to estab-
lishing some arrangement administratively whereby a levy on unemployment-
compensation rights would be made in a particular case only upon express auth-
orization by higher authority. This was to avoid levy in those situations where
amounts were small or hardship otherwise exists, .

Section 6831 of the 1054 code grants to the Becretary or his delegate the
authority to levy upon all property and rights to property of a delinquent tax-
payer except such propetry as may Le specifically exempt from levy under sec-
tion 6384 of the code. Section 6334 exempts only certain wearing apparel, school-
hooks, fuel, provisions, furniture, personal effects, and books and tools of a trade,
business, or profession, Subsection (¢) of such section provides that, notwith-
standing any other law of the United Btates, no other property or rights to
property shall be exempt from levy for collection of taxes due the United States,

Pursuant to section 8304 (a) (4) of the code referred to in your letter, each
State law under which unemployment-compensation payments are made must

rovide that the funds in the State uiemployment-compensation account may
used only for the payment of benefits under the State law. This requirement
constitutes one of the so-called State standards which must be satisflied as a
condition precedent to certification of the Btate by the Secretary of Labor to the
Secretary of the Treasury. Buch certification is required each year for the
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gwouorquumncmsmetortheauowucoozncrwtualmtmux
posed by the Federal Unemployment Tax Act for contributions paid to the

State under ita upemployment-compensation law. A restudy of the above-men-
tioned sections of the code, as requested, reveals no real inconsistency, since
_ thelr respective applications are not interrelated.

Moreover, the regulations issued pursuant to section 63884 (c) of the 1954 code
clearly tgmmm that no property or rights to property are exempt from levy
unless the exemption is s ﬁ%‘uypro od in section 6384. (Bee sec. 301.6384-1

{(¢):T.D.6119,0.8B, 1 1,
rt No. 1622 of the United States SBenate Committee on Finance, to accom-

pany H. R. 8300 (a bill to revise the interna) revenue laws of the United States),
states with respect to section 6384 (c) of the 1054 code, on page 678 thereof, in
pertinent part, as follows:

“Subsection (¢) of this section states that no property or rights to property,
other than the properties specifically made exempt in this sectlon, shall be
exempt from levy by reason of any other law of the United States, Provisions
of Btate law cannot grant an exemption from levy, and this subsection makes it
clear that no other provision of Federal law shall exempt progerty from levy.”

In regard to the contention raised that the omission of “Htates” from the
definition of “person” in section 6332 (c) was intentional, and that the code was
not intended to authorize levy on soverelgn Btates (notwithstanding the lan-
guage of sec. 6834 (c) on the subject of property levy), section 7701 (a) of the
1054 code, on definitions, reads: “(a) When used in this title, where not other-
wise distinctly expressed or manifestly incompatible with the intent thereof—

“(1) PzneoN. term ‘person’' shall be construed to mean and {nolude an
individual, a trust, estate, partnership, assoclation, company, or corporation,”
{Italic supplied.] p

Subsequently, in the same section of the cude, under subgection (b), an oficial
interpretation of the meaning of the word “include” is presented, reading: “The
terms ‘includes’ and ‘Including’ when used in a definition in this title shall not
be deemed to exclude other things otherwise within the meaning of the term
defined.” The definition of the term “person” in section 6382 (c) is apparently
of an “inclusive type” and does not, therefore, automatically exclude a State
-or its instrumentalities from being considered a4 persons. s

In Btate of OMo v, Helvering (202 U. 8. 860), it was held that the term “‘per-
son” may include a State within the meaning of section 8140 of the United
States Revised Statutes, relating to {nternal revenue, which is the statutory
prec&uor of section 7701 (a) (1) of the Internal Revenue Code of 10034, as above
quo .

In view of the foregoing, it Is concluded that adequate authority exists for
levy upon State unemployment benefits for the collection of taxes. However, it
is the policy to levy on income of this type only in flagrant and aggravated cases
and where all other efforts to secure the cooperation of the taxpayer in the
payment of the tax have been unavailing. To do otherwise would seem to de-
feat the purpose and intent for which the Federal and State statutes creating
such income were enacted and, in most cases, would cause severe hardship on the
individual involved,

We will again caution our fleld offices to avold any levy action on unemploy-
ment-benefit cases which is not in strict accordance with the Bervice policy as
atated above. At the same time, we will Insist that prior approval of such levies
be exercised by the Chief, Delinguent Accounts and Returns Branch, the oficial
responsible to the district director for the collectivn of all delinquent accounts
in the area In which he serves. This function will not be redelegated.

We have considered the propriety of establishing monetary lmitations on
amounts which should bé subject to levy. Our view is that this is but one of
woveral factors which must be taken into account in arriving at a decision to
levy. I am sure that you appreciate the fact that there may be instances where
the flaunting of the law {8 80 aggravated that we must proceed with involuntary
collection action aithough the cost thereof exceeds the revenue produced. In re.
viewing our policy we will, however, emplLusize to our field offices the necessity
of weighing the cost of collection versus the outstanding tax lability in making

their levy determinations, .
- Thank you for the interest b&m have taken in this matter and the nesistance

m\h&;e given usin its
e yours , | " Rusams O. Haarnorox,
, . oo
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The CHAMAN, We have 10 more witnessee. Is it the pleasure of

the committee to meet this afternoon or tomorrow mo !
‘We will meet at 2: 30 this afternoon, without objection.
(Whereupon, at 1 p, m., the committee recessed, to reconvene at : 80

p. m, of the same day.)
AFTERNOON BESSION

Senator Frear (presiding). The committee will come to order.
The first witness this afternoon is Mr, Nelson H, Cruikshank, direc-

tor of the department of social security, AFL~CIO. ‘
Senator Cantson. I would like to state, before Mr, Cruikshank

starts, that it is always a pleasure to have him come up here. I donot
always agree with him, but I think he is one of the ablest of men.

Senator Frear. We are always glad to have him,

STATEMENT OF NELSON H, ORUIKSHANK, DIRECTOR, DEPART-
MENT OF SOCIAL SECURITY, AFL-C10, ACCOMPANIED BY CLINTON

FAIR

M
Nk, Mr. Chairman and_gentlemen, I was to be ac-
y one who is well known to“you, Mr. Andrew J. Bie-
10 legislative department, but he has
am accompanjed now by an assist-

r. .
hich with youg permission, Mr.
roduce ip~full into the record, but in
you haye, and that yqu are already &
I cahr help by condgnsing this and
to do that, if it will help. ’
1t will he made a patr of the rec-

the AFL-CIO urged considerably
1-security and spcial insurance

1at, there woild be e more funda-

ere We provisigh against the cost

. ; and nuraing hdme for aged and other bene-

g, and part 7 in view of the 8 percept increase in the cost

of living gince the last changes in the benefit leyéls of old-age and sur-
vivors ins

1surance, we had hoped that the i in these categories

could be inc d, if not 10 percent, at rcent. .
We had ch%) ful that this bill might have
included the matter of £ips for wages for those in service employment

and the service trades. you know, these people receive a large &art
of their income, a large share of their income from sources other than
their direct employer, ) . .

' 'I‘:::X have to pay income tax on this income, but it is not included
in creditable wages for social security purposes so their ave wage
for aoeigl security purposes is often far below what their actual earned
incomnie has been. ' | 3

However, this bill does not include that, and 5o we say that despite -
what we consgider the relative shortcomings of this bill to meet & num-

L)
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ber of these problems, it is the ;ggait.ion. of our organization that there
is enough of subatantial benefit to working people to merit its support.

We recognize the short time that remains to the Senate before the
Conﬁpess will adjourn and know that.?robabl many of these far-
reaching programs to which this committee, to fulfill its responsibili-
ties, would have to give more time than actually remains to it, |

So I would like briefly just to sresk shortly to the four basic areas

which we think there 18 substantial improvement—namely, the in-
crease in benefits, and the financing provisions, und the improvement
in the public assistance program and the improvements in the maternal
and child welfare program,
. In the full text we have worked out some tables that show the actual
increases in benefits, and we did that partly because the House report
which usually carries these things did not at this time, I presume, on
account of the time—the very limited time available.

We are interested that there has been a great deal of talk in the
press and on the radio about a 7 percent increase. And we have our-
selves indicated that that is not sufficient, but in all fairness it should
be pointed out that in a number of areas there is more than a 7 porcent
increase available in benefits to retired workers and their survivors,

Of course, right at the outset there is a 10 percent increase in the
minimum and we think that is advisable.

_And then there are increases beyond the 7 percent for those in the
higher wage brackets, that is, whose wages will be taxed above $4,200,
up to $4,800 limit. There are more than 7 percent increases for those
people, as should be, because they are being taxed on a greater amount
of their wages,

This is a delayed effect and we have table IT, which appears on page
3 of this mimeographed statement which shows the point at which a
retired worker, and a retired worker and his wife, if they are both
aged 65, could get the full benefit of the increase that results from
the higher tax base,

Senator CarLsoN. You say some will receive in excess of 7 percent.
Does that mean many receive less than 7 percent f

Mr. CruiksaNg. No, sir. I do not believe anyone will receive less
than that, unless it is a small fraction of 7 percent.  But roughly speak-
in%ever one would receive at least 7 percent. .

hile this is a dclayed benefit, it is not delayed in direct proportion
to the time, as I think we note here, we gﬁ?t three-fourths of it within
a very few years—three-fourths of it within 10 years; and you get half
of it within just the next 8 or 4 years,

Although it takes almost 40 years for the full $4,800 tax base to
reflect itself in benefits, you get a large part of that increase in earlier
years and we think that is desirable.

There are some special cases in which a worker could get his highest
benefit within the next few years, but it would take a peculiar com-
bination of circumstances to work that out.

Also, we note that the survivors of a worker who dies, a man kmvin;i
s widow and 1 or 2 or 8 children, gets more than 10 percent. Anc
the maximum becomes effective for them at an earlier date than it
does for people who retire. This survivors’ benefits and survivors’
protection—protection for survivors, in our mind, has always been
one of the most valuable parts of the social security program as it
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protects families while the worker is e:gloyed. It protects him
against the possibility of his death and thereby meets one of the great~
est social needs.

In table XII, at the bottom of pagn 8, you will notice that the maxi-
mum of $254, as against the present maximum of $200, could be effec-
tive as early as 1070 for a man who left a wife and two children.

1t he left a wife and 3 children—and we didn’t run that column—
such a person at the top wage leve] would leave his wife and 8 children,
if under 18, eligible for the maximum of $25¢4 immediately, which is
a little more than 25 percent increase in the benefit. '

These are the departures from the 7 percent increase, and we think
thoy are arguments for the passage of the bill, because they go to the
people who most need the protection,

he program as it provides for widows and children, and thus keeps
families off public relief and keeps families together, is, in our mind,
one of the major advantages of the bill, )

.In keeping these benefits more closely tied to the past earnings we
think is consistent with the basic principles of the system that have
been in effect for the last 23 years, It is a part of our whole free
enter]px'ise system to keep the levels of living and the benefits that
people draw related to their past earnings and thus build them into
the basic wage incentive system characteristic of our society.

I would like to suy just & word about the Advisory Council, partly
because that was raised this morning. It has been said in the past,
I think, more directly and with more emphusis than the Secretary
said this morning that the Congress should wait for the Advisory
Council to report before it does anything,

I happen to be a member of that Council and I happen, also, to have
followed the legislation on it from the very first. .

I believe we first suggested in the House that such an Advisory
Council be set up under the 1956 amendments. )

And we first suggested that the Council be authorized to review the
adequacy of benefits, but the House that provision was taken out by
the time it came before this committee, and before the Senate there
was no such provision in it. The legislative history, therefore, is very
clear that this Council, which is now operating, has no responsibility
in the area of benefits, Its legislative mandate runs dist.incl¥ to the
final aspects of the program, And therefore, we thing, or I think,
as just one member of the Council, that it is quite inappropriate
that a changoe in benefits should await the decisions and the recom-
mendations of this Council which has a clear mandate that it should
keep out of the question of benefits.

On the provision for finuncing which can becoine quite complicated
as we recall from this morning’s session, I should like to to just read
the statement that President Meany made when this bill was reported

to the House.
He said,and I quote:

Organizged labor has consistently supported the sound, long-term foancing
of the soclal-security system, We know that tmproved benefits require higher
contytbutions. We don't believe in raiding the (rust fund for an fmmediate ad-
vantage to those now retired, or soon to retire, as the differcnce would have
to bhe made np in fature yeara, If the soclal-security aystem now shows an &ctirial
deficit the workers of this country stand ready, as they always have, (o pay thely
ghare of the costs of the deflcit a3 well as the cost of the {mproved benefits,
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" The improvements in the public assistance program, we think, are
excellent, not only in terms of the additional benefits that could
be made available to people—and we schedule here on page 6 the
monthly amounts that are being paid, that is according to the lastest
reports, April, 1058, which anyone can see at a glance are inadequate
for people actually to live on——but we believe the proposed changes
:hm sound, that they provided improvements in the administration of
® program. ;
any States are mlli' up n%ainst it, they are up against limitations
on their dbility to tax, limitations on their ability to borrow, some of
these constitutional limitations. And it, therefore, in our view, is
necessary for the Federal Government to assume this larger respon-
sibility in the whole public assistance frogum.

We think that the participation of the States should be broadened
in terms of the dotermination of need because that by its very nature
must be a very local problem, not only just as a State problem, but a

roblem of a locality. When we get into the question of how much

008 this Koor person need to tide him over his period of difticulty or
to keop this family together. That can only be determined on a
porson-to-person basis, But the Federal Government needs to carry
# larger share of the whole cost of the thing than it has in the past.
And we bolieve this bill accomplishes beth of those purposes—it gives
a widor determination to the localities in determining the individual
case needs but assumes o larger share on the part of the Federal Gov-
ernment which simply means that the stronger, more well financed
States, the States in which o higher group of high mxparora happen
to have their residence and pay the taxes, should carry a larger share
of tho burden. .

It is simqu « recognition of payment on the basis of ability to pay.

Now finally, we think that the provisions in title V, the maternal and
child welfare program, are well taken. We had supported an increase
to $28 million for the crippled children program, because we think
that that agency could handle this additional amuunt of money, but
wo had supported the $5 million for the other 2 categories. Now it
iqu:s million for all 3 of the categories, and this will be a substantial
aid.
We think, also, permitting the aid to the children in urban areas, as
well as maintaining the emphasis on the rural areas i3 sound, because
a large part of ourﬁuvanila delinquency problems are found arising in
urban areas. And in our view reflect inadequate aid that comes from
too rigid a control as it now is directing the major part of the program
into rural areas,

In conclusion, I would like to say, in our ;)Iinion, the enactment of
H. R. 13549 would provide substantial, immediate improvement in the
economic security of wage earners and their families, to the millions
who have retired because of age, to the disabled, and to the families
with dependent children,

Time is short, Want and hunger will not wait. The improvements
contained in this bill are so designed as not to do damage to our social
insurance system, nor to place disproportionate burdens on workers
in the future. More substantial changes in the program, which in our
view, are worthy and practical, must wait for a future ng?'ess.

We, therefore, respectively urge the enactment of this bill now,
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That concludes my statement. Thank you.

Senator Lona, Mr. Cruikshank, do I understand that you favor &
10 percent increase in payments at this time

» CRUIKSHANK. Yes, sir,

Senator Lono. I take it that you feel that that is necessary since

:ih?do;ut living ls up almost 8 percent since Congress last acted in this
L)

Mr, Cruiksuank. Yes, sir. We believe that a 10 percent could be
paid, and that since the cost of living has increased by 8 percent,
since the last benefit increase was made, that we should do with the
individual family deficit a little bit what we are doing with the sys-
tem’s deficit here, We should pay the difference between—we should
cover the cost of living increase, and we should, also, chip away 8
little bit on how much he was behind at the previous level, because
these benefits were never sufficient to keep a person at an adequate
level of living, So we should chip away a little bit on that,

Senator Lona. I ?gm with you on that.

You are on this Commission and you have looked into some of the
cost, features, Do you believe that we can increase benefits 10 percent
gi.thi?!%}'w present cost, that is, within the present tax base that is in

i bi

Mr. Cruiksnank, Well, Senator, I would like to differentiate and,
I believe you mentioned the difference and {ou meant to differentiate—
I would not like to speak as a member of the Commission now because
I do not think that wonld be proper.

Senator LoNa, Yes.

Mr. CruiksuaNk. But in the course of my looking~——

Senator LoNa. You know something of what the costs aref

Mr. Cruixsuank, I am supposed to. And from what I believe,
having looked at the costs, I think we could carry s 10 percent
increase in benefits now without going into a deficit, without going
into an actuarial deficit.

"Sem}mr LoNa., With the tax that is in the bill as it came from the
ouse

Mr. CruiksBANK. Yes. .

Senator LoNa, As to the actuarial deficit, what is your view on
this subject of building up this huge reserve fundf Should we
merely look to bringing in onoupﬁl revenue to meet the payments
plus a little extra, or do you think we ought to undertake to build
up these huge reserves that some people have spoken of—there has
been mention of $179 billion.

Mr. Cruissuank. It is very hard to draw the line and say where
the fund is adequate. And this is something that the council that
I am a member of is now looking at. It will be a hard job to say what
is an adequate amount.

I would say this, though, that it would have to be determined on
the balance of two or three factors.

Among those factors would be this: First, this matter ¢f equity,
people retiring now. I do not think anybody retiring now on an
actuarial basis can say that he has full, mf for the ts that
he will draw if he lives after the age of 65. So he is q:mng some-
thing of a windfall from the system because he is early in the system
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and has not had the chance to work the full 45 years that is contem-
plated to rotire at the age of 65,

Nobody has yet, because the system is young, Now, therefore, it is
only right that he, when benefits are increased, if De is & man in
middle life or appronching the age of 65, should have a tax increase
so that he has borne in on him the fact that this money does not grow
on bushes, that it has got to be a sound fiscal system and that if
benefits are increased it will cost somebody something.

So that I think that the matter of increase in taxes at the time you
increase benefits, the policy which the Congress has generally adhered
to, is a sound one,

I think, also, that we cannot afford to go on strict pay-us-you-go
basis because any retirement system, whether public or private, it
will have an increasing line mﬁmsentmg higher costs as the system
matures, And if you put the whole burden on people of future years,
then you are going to be unfair to future generations. You will be
kidding the people of this generation, and you are going to be unfair
to the people of future generations.

I believe, also, though, that a public system of this kind does not
necessarily have to be fully funded the way, for example, the Internal
Revenue System requires that a private pension plan be--that is, to

t the tax benefit—because even great‘corporations come and go.

Well, I think sometimes the earliest retirement system that was
ever put into effect, a private retirement system was, I believe, that of
the Cooper Carriage Co. in 1806, It was the first or second one.
And each of us only need to remind ourselves what happened to
a carriage company between 1896 and now. It probably looked very
secure in 1896, but cortainly, it isn’t secure as General Motors is today.

Corporations come and go, and private systems, thoerefore, have to
be fully funded.

But the United States is solid and it is here and it will stay. And
it will continue its power to tax. That is the ultimate security of this
system, Therefore, it does not have to be fully funded as a private
pension plan should be in order to be sound,

So that figure that you questioned me about, Senator--and please
excuse this long answer—will have to be one that lies somewhere be-
tween a fully funded system that the private pension plan should have,
and on the other extreme a pay-as-you-go plan which would be un-
fair to the future generations.

Senator Lona. It seems to me that as years go by we are going to
somewhat liberalize this program just as we are proposing to do in

this billf

Mr. CruiksHANK. Yes.

Senator T.ona. I do not see how any one person in the future can
expect to get any less than those in the past did, because I believe
it will continue to go in the general direction we are moving now,
So long as every year we mnke payments into the fund which equal
or exceed the withdrawals from the fund, we do not have to worry
about the soundness of our fund. ‘

Basically, however, if we ever get down to the point where we, as
a nation, are not producing enough food and clothing and other neces-
gities of life, to provide for the aged and the retired, then no matter
how many dollars we have in the fund it will still be an unsound
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program because in the last analysis this is not a dollar proposition so
much as it is a matter of providing for the needs of &xoae who are
retiring because of age.

I haye gained the impression that by buildinq up the fund we are
depriving large numbers of people who have retired already of some-
thing we can do for them at the present time, It seems to me in the
long run we will recognize the fact that we need only be sure that our
;mm‘ml contributions will equal or exceed the withdrawals from the

und.

Mr. CruiksnaNk. That is generally correct, but as the system
matures you will have a higher proportion of the working population
that become eligible under the provisions of the law and we should
make some preparation for those future demands.

Senator Lona. We have made long strides in that—as a matter of
fact, we are almost there now so far as the present working population
is concerned, It is only the retired people who are not covered.

Mr. CruiksnaNk. Yes, generally, that is true.

Senator I.ona. We have large numbers not covered, but most of
those working now are covered.

Mr. CruiksHANK. Nine out of ten are covered, and most, if they’re
not under this system, are under railroad retirement o: civil service.

Senator I.ong. We are taxing those who are presently working in
order to provide for those who are retired. We can provide for them
more adequately if we do not try to build up the large reserves that
you would have if you were operating a private company,

Mr, CruiksHANK. Yes,

Senator Loxa. How do you feel about the $66 maximum under pub-
lic assistance—-do you believe that is sufficient

Mr. Cruiksisank, We think that is an improvement. I would not,
certainly, want to be on record as saying that it is sufficient; no, sir.
It is an improveinent over the present, and we think that is a step for-
ward that merits support. In answer to your question I would say
I don't think it is sufficient.

Senator Lona. Thank you ver{em.uch.
Just one further question. I believe you once told me referring to

how certain things berome more important and people place more
emphasis on them, that a number of years ago, people considered trans-
portation expense less than they do now. you recall those figures?

Mr. Cruiksuank. I do not know as I gave any figures, Senator. 1
was reminded of that again this morning as I listened to the discus-
sion a8 to how much our economy could carlg..

I think that it is true that people of this country and of every
civilized country in the world have indicated quite clearly that they
are prepared to dedicate or allocate a larger proportion of their per-
sona}l) incomes and of their gross national incomes to the matter of
economic security. And that concept has grown. '

Here is where I made the comparison when we were talking, just
as people when I was a boy thought of a very small portion of the
family income as being appropriately assigned to transportation.
My father took a streetcar downtown to his office, and back, and we
had a picnie omsionalgx, and now and then after 1012 when we first
had an automobile, piled into the family car and went 60 miles down
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to %mndmothor’s.. And that was an annu.l trip, And we thought
that was a great thing.

Well, the whole transportation bill for the family for a year, prob-
ablf, was not over $100 or $150. And now people pay $10 & week for
8 pluce to park. And they pay $80 or $00 & month, in modest income
brackets, on payments on the family car and think nothing of it. That
would have horrified my father,

The amount of family income that is allocated to transportation,
a8 & matter of course, on the part of people has greatly expanded.

And I think, also, the amount of income, both personally and
nationally, that peo Te are willing to allocate to security has greatly
expanded, asa parallel.

tis part of the advantage that comes out of a tremendous growth in
our productivity, We are not so near “hardpan” in terms of just pay-
ing for the basic necessities of food, clothing, and shelter. We have
more of this out of the tremendous productivity of our system that we
can allocate to different things like security, than we could in an earlier

day.
genator Lo~a. Thank you very much.

Senator Frear. Senator Carlson.
Senator CarLsoN. I just wish to say this, that I am pleased to learn

and to know that you are a member of the Advisory Council that was

created in 1956. First, because of your ability in this field of social

security, and secondly because you represent a great {Jercentnge of the

population that has probably a more direct interest in keeping and

?ﬁainmining a fund for future years that will really be of value to
em'

And I am delighted that you are serving on that Commission.

I was interested in your thought that this Council we set up by con-

ressional action did not permit you to go into the benefit payments.

Would it be helpful if that provision were madef

Mr. CrurksnaNk. I believe it would be helpful, Senator, to have
an Advisory Council that would review the adequacy of benefits.

When we first proposed this, as I indicated a moment ago, we
thought the same Council might go into both, but I am not certain
right now but what it is better to have one Council go into financial
matters, or perhaps, have an expanded Council that could go into the
other matters, too, because they are a little hit of a different nature.

The Advisory Council that was set up through this committee when
Senator Millikin was chairman back in 1948 and 1940—1I had the honor
to serve on that Council—went into the whole matter of finances as
well as benefit adequacy and all, and the amendments of 1950 largfaly
grew out of the recommendations of that Council. That Council had
no such restriction on its mandate.

Senator Carrson. Those of us who are concerned about not only the
benefit payments at the present time, but the future stability of the
funds being collected from our people that are working and contribut-
ing to it are concerned, of course, about the financial end of it. I
would ask you this: When social muré:z wag first presented to the
Congress for consideration many aug y I think your organization,
in fact, the American Federation of Labor, at 1 at that time, that
one-third bé from the contribution from the individual, the empfqyee,
one-third from the employer, and the Federal Government by direct

taxation one-third.
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Are you looking forward to that period in the futuref
. Mr, Cruikenank. No, not precisely that way, Senator. Our posi-
tion is this, that we think that a contribution out of general revenues
is justified because of the broad public interest that there is in this
program. Everybody benefits from it. o
ou see, there was a provision from 1039 to 1950, authorizing pay-
ments out of general revenues to the system; and in 1950, you wil] re-
call, that was taken out of the act.
Our gos;t;on has been that since Congress has decided, made the
policy decision, that this must be a self-financed and self-contained
rogram, then our position is that it must be adequately financed and
hat we must support by taxes the amount necessary.
Senator Canvson. That isall, Mr, Chairman.
Senator Kernr (presiding). You generally support the entire bill {
Mr. CrutksuANk. Yes, sir.
tthpﬁ%or Kerr. And you think that the workers generally support
e bi
Mr. Cruiksnangk, Yes, sir. I believe they do. We base that on
the record of the convention actions that have been taken both by our
national convention and by a number of State and national and inter-
national unions that have passed resolutions supporting bills of this
kind and objectives of thiskind.
Of course, this particular bill, naturally, has not had the chance to

be before a convention,

Senator Kerr. And they pay as much additional tax as the em-
ployer?

Mr. CrRUlkSHANK. Yes, 8ir.

Senator Kenr, That is all, . )
Senator BENNETT. I am the one who this morning brought out the

fact that the bill raised the overall cost ultimately to something like
9 percent of the total payroll. .

O; course, this isn’t the only program for the benefit of retired
workers,

Do you have at your tongue’s end an estimate of the percentage of

ayroll that is represented by a typical retirement program developed
rhmugh collective bargaining by your organization?

Mr. Cruikrsnank. No,sir;Idonot. Idonothave that. )

Senator BENNETT. You are an authority on retirement and social
security and you represent an organization that spends a lot of time
working out the contracts for retiring programs, but that has not

come to your attention ! .
Mr. ('g;mxsmxx. It has, but I do not have it right at my finger-

tins. largely because I do not directly deal with the negotiated pension
’ﬁ?i ;?:o lgm. We have made a stu{iv of that and I have that, and we

o make recommendations to our local unions, but I have been, in my
lifetime, in only two or three collective bargaining sessions negotiating

thgot;nator BenNETT. Aren’t the retirement benefits under neﬁrotiutad
retirement plans generally larger than the social securx%y benefits?

Mr. CRUTRSHANK. Generally, I would say not, sir. I'th nk thoy are
generally smaller. A typical plan is smaller than social security.

Senator Bennerr. Can you guess by how much
: MgaCnmsnmx. Well, a g;piwl plan pays $70 or $80 or $90 &
month to a retired worker.

20748—B8——18
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M. Gromaonie. Vialh thms obt1d bo mors than hlf
r. CRUIKSHANK, at wou more .
Senator Bennerr, More than half!

Sorvor Beronrs, 16%we took this wltim t

r Bennerr, 1f we this ate re of 9 percent—
well, let us take the current figure of 614 percent which this lg?l would
set up, and a figure approximately equal to 60 percent of that, that is
another 814 percent of payroll, so we are laoking at 10 percent right
now, aren't we, before these additional increases come, and if the ulti-
mate increase in social security is from 614 to 9, maybe 4 percent, then
we can say right now that the burden of the retirement, the cost of
retirement, for men employed in industry where there are negotiated
contracts, the cost on the industry is somewhere around 10 now and,
px'ﬂobabl(gl,l would be up to 14 or 15 over the next 10 years

Mr. Cauiksuank. It night, but I do not believa that could be
figured as a certainty because the pension plans that have been nego-
tiated have to a very large extent been negotiated to meet deficiencies
of social security. )

Senator BenNETT. Yes, but you do not say the pension pian is only
good for $70 a month and social security is good for $120 a month—
you put the two of them together, and industry must bear them; that
1sright, isn’t it—industry and the employees

r. CruiksHANK, That is right.

Senator BenNerr. They are both charges against the wages of the
employees

Mr, Crulksnank. Yes,

Senator BenNETT. S0 today, in effect, we have a burden for all in-

dustry that is covered by employee pension plans of somewhere in the

neighborhood of 10 percent{
r. CrutksHANK. Yes, but I do not think that you can project that

into the future and say necessarily that will continue on that percent-
age basis, because this is all a part of the wage cost, and when we
negotiate the pension plan the decision that the employer and the
employees make, in effect, is how much of the total wage are you
allocating to this insurance for old age and how much ure you allocat-
ing to an immediate take-home pay.

' Senator Bennerr, Has it not been the pattern over the past years
that the amount allocated to old benefits has tended to increase
rather than diminish in relation to the total wagest

Mr. CrutkenaNk. Yes. That is true. But, also, the effect of in-
creasing and improving social security has to a very definite degree
slowed down the demands for higher pension plans. So, you s
what I want to avoid doing is just arbitrarily adding the two an
saying, “Well now, we will do this much here, we have in the past
done this much porwntagewiae in this category and, therefore, we

are going to have the two. ) .
If you improve social security, you will remove a good bit of-the

pressure for xmproviuﬁ'private pension plans,
Senator Bennzrr. Having been on the other side of the bargaining
table, I haven’t observed any of that yet. I have made my point.
There is another point on which I would like to make & comment.
In talking to Senator Long, you made the very interesting point
that there was a tie when transportation was a negligible pug of the
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oost of an ordinary family. I can remember when s streetcar ride
was a great treat, - That has expanded. It has expanded not only
absolutely, but it has expanded in terms of percentage. '

The social-security system is now expanding, ntagewise,

There was the famous Jxrizeﬁghwr who thought he had 1,000 per-
cent of himself to sell, and proceeded to try and sell it. But, actually,
you have only got 100 percent. :

So, you cannot keep on expanding, pe entagewise, both travel and
social security and everg:(l)ung else without having to reduce some
other phase of life to absorb it when you expand these at a faster
rate—when you expand them percentagewise and thus expand them
at a faster rate than the absolute income,

Mr. Cruiksuanx. Of coumhthere is a limit somewhere. But, with
our expanding productivity, there is a smaller percentage that must
be allocated just to food, clothing, and shelter items, so that you do
have an expanding percentage that you can have for transportation,
better housing, better education for the young, better provision for
the old, and all of those things, There is an expanding proposition.
That glice of the pie is }getting igger.

Senator BENNETT. You are saying, then, that there are some things
that are absolute, and when those are met——

Mr, CruiksHANK. They are fixed.

Senator BeNNeTr. They can be dropped off. I doubt that we have
reached the point ?'et. where there are very many important segments
of the cost of our living which are shrinking; in other words, I think
there is a little risk of expanding the social security, the retirement
program, much faster than we expand the absolute income, Now
maybe we haven’t reached the point where that break comes, but 1
think it has got to come. :

That is all, Mr. Chairman.

Senator Kerr. Senator Douglas.
Senator Douaras. I would like to ask if I may—we don’t have very

much time left—is it your recommendation that we pass the bill sent

over from the House{ ) )
Mr. Cruiksuank, That would be my recommendation; yes, sir.
Senator Douaras, You would make 11£Xrovamgnts along what

lines—along what lines have you suggested that improvements be

madef
Mr. Cruiksuank, First, I would like to see an increase in that bene-

fit up to 10 percent at the very least.
ngcor Ig:uoua. For old age?

Mr. Cruiksuank, Yes. -
Senator Dovaras. The increase in cost of living has been 8 percent;

the increase in wages has been up to 12 percent.

Mr. CruiksuaNE. On the grounds, also, that the benefit never was
adequate, and that we want to reduce that margin of inadequacy, to
some extent. X ,

Senator Dovaras. Were you here this morning when I questioned

Mr. CrUiksHANK. Yes. e .

Senator Dovaras, Is there the possibility that the plan is over-

financed ¢ ~
Senator Douatas. Under the proposod scales!
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- Mr. CruiksHANK, Yes, sir. I think that possibility arises largely
from the fact that they do not include in their assumptions a rising

wage. ,

&nator.Douom. I would like to point that out. Did it] also, show
that the high cost estimates ‘fre 8o extremely high, if finally adopted,
that it would be overfinanced -

Mr. CruikssaNK. I think that is true.

I want to say, too, here, that I share the confidence that you ex-
pressed in Mr. Myers. Woethink he is a person of the highest integrity
and of extraordinary competence. And I am very hesitant always to
question his conclusions, I do, sometimes, raise questions about the
assumptions, and I think it should be pointed out, too, that many of
these assumptions are assumptions of an economic and social nature
rather than strictly actuarial in the sense that we use actuarial when
we are talking about private insurance plans, where it is pretty much
& mortality rate which is a fixed and mathematical thing.

Furthermore, the further you get into the future the greater are
these economio and social factors weighted, and I have said to Bob
Myers, sometimes, when we were talking about the year 2020, “I do
not have that kind of 20-20 vision.”

Senator Dovoras. You heard the Secretary testify. He tried to
avoid saying so, but I thought it was the conclusion that he was o;iposed
to any increase in the formula which would result in additional Fed-
eral expenditures. Did you form the same conclusionf

Mr. CrutksHANER. Yes; Idid.

Senator Doucras. And he has g»roper. concern for the Federal
buﬁget. Is there not, also, &8 human budget in this?

r. CruiksHANK. Yes, gir. It seems to us that, while I have a

lot of admiration for the Secretary, whom I have known for many

ears, I think the Secretary said that this was a better system and a

tter formula, just as we say that this benefit formula in the old-age
and survivors part is a better system. .

But we are for improvements. And I think we are willing to pay
for our improvements. And we think they should pay for theirs,
If it is a better system, it will cost more money. It seems to me all
tagayers have to be q‘ll':apared to pay more money for a better system.

nator Douaras. There are some 6 million recipients of the system
inall forms. Do you think the sums paid are adequate for 8 minimum
standard of living ¢ : '

Mr. CrumsHANE. No, sir. Everyone of these special studies that
has been made, like that in New York—they have made special studies
of adequacy and what is the minimum budget for a retired couple and
‘for families, and the Heller committes on the west coast has made
similar studies—the Department of Labor has made studies of that
kind-—and these bare-subsistence budgets indicate we are not meeting
anything like an adequate living budget for these people. z
ot n:gor ‘Douaras. Do you think we are meeting the biological

Mr. CruiksnaNk. There is indication that, in many cases, we are
not, ﬁcause of the high incidence of disease and distress among these

Senator Doucras. These figures do not show up on the balance
sheet. You cannot measure them in dollars, but isn’t there a danger
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that they mu'y be ignored in the concentration upon money and money
expenditure

r. CrorksHANK. I think there is a very real need, I know, in
talking to some social workers, that here is often what happens; that
they will go into the needs of these I)eople, medical needs, housing
needs, and so forth, and when they all total up, as & minimum, then,
because of the very shortage of funds, they have to apply an aybutya:g
percentage reduction on them. That reduction cannot be justif
except in terms of the money available, It is not justified otherwise.

Senator Douaras. Have you noticed the new formula for payment
of medical care for those over 651

Mr. CruiksHANE. Yes; I recall seeing it in there; yes.

Senator Douaras. Do you think it is an improvement ¢

Mr. CruiksuaNnk. I think it is a definite improvement.

Senator Douaras. I join in that because that is the formula I have
been urging for some years. It has been opposed by Health, Educa-
tion, and Welfare, although I didn’t hear them object to it this
morning, and I didn’t want to rub it in, in their presence, but, ap-
parentl{, they are in favor of it now after 2 years of struggle in
which they showed the same alacritrv as displayed on other subjects.

Mr. CruiksHANK, While this bill, sir, as I said, does not meet full
objectives, I think that on analysis it meets the major areas of needs.
It gives them a certain priority. For instance, the adding of the
dependents’ benefits for the disabled. And then the higiher percentage
gains in_benefits for the widows and children. I think if any one of
us were looking here how to allocate a welfare budget those would be
the groups that would come to the mind of every one of us, as the
gne:, if there is a limited amount of money, that should get it

rst,

Senator Douaras. I remember the very bitter battle that was fought
within this committee and on the floor of the Senate on providing
benefits for disability. The Senators from Louisiana and from Okla-
homa and from Georgia, and the Senator from Illinois all struggled
for these benefits for (iisabxlity. We were told by the American

. Medical Association that this was impossible and wrong. We were told
by the budget balancers that this is a very bad move, and so forth. It
went into effect. I didn’t hear the Health, Education, and Welfare
pegfle complain this mormnf about the system. L

r. CRutksHANK. Noj;and I think, also, maybe as a happy accident
that all of you invo]v_ed in that struggle set up this separate fund.
And because you did that, you can now get a clear allocation and
know that we have some money for that. = : A

Senator Doucgras. Isn’t that fund solvent{ »

Mr. CruiksHaNk. Oh,more thansolvent;yes,sir. o
Senator Doucras, It is more than solvent—more than the claimst
Mr, CrUIKSHANK. Yes, sir. B o
Senator Dougras, That is all, Mr. Chairman. Thank you,
Senator Kerr. We thank you foryour statement.

- I am reminded what the Senator was talking about in that situation
at the time, as I recall, there were not too many engaged or enliste
in the effort to get that amendment. o C

Mr, CrutksHANK. Correct, sir. And I remember that yon were one
3{3&2?:3 who were very much involved in securing the protection for
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- Senator Kear, Thank you very much,
r, Crutkenank. Thank you.
N { The full statement of Mr. Cruikshank is as follows: )

Sunumr or NrisoN K. ORUIKSHANE, DIBroToR, DFPARTMENT or Soc1ar
‘Smountry, AFL-OIO, ix Surroir or H. R. 18540, ThHr BoOIAL NEoURITY

AMENDMENTS OF 1068

My name Is Nelson H, Oruikshank, and I am director of the department of
social security of the American Federation of Labor and Congress of Industrial
Organigations. My office is at the headquarters of the AFL~CIO, 816 16th Street
NW, Washington, D, C.

I am accompanied by Mr. Andrew J. Blemiller, director of the AFL-CIO legis-
lative department. We are representing the AFL-CIO in support of the House-
passed bill, H. R, 18540, a bill designed to improve benefits under, and to
strengthen the ﬂnanclal structure of, the old-age survivors, and disability insur-
ance system ; to broaden and improve the Federal-State public assistance program
and the maternal and child health and welfare Programs

We appreclate the opportunity to appear before this committee on this subject.
We know that the time 1s short and we are glad to cooperate with the committee
In its desire to hold the brlefest possible hearings consistent with the commit-
tee's great responsibilities with respect to social security legislation,

The AFL~CIO had urged considerably more far-reaching and more liberal
improvements in the entire system of social insurance than this bill provides.
We had hoped that the Congress in this year of recession would amend the un-
employment insurance provisions so as to provide a sounder and more equitable
system to safeguard workers' incomes and the economy against the losses due to
involuntary unemployment. We had also hoped that steps would be taken, at
this time, to help meet the problem of the costs of hospital, surglcal, and nursing-
home care for the aged and other beneficiaries of the social security system.
And with particular reference to the measure before you, we had hoped that the
benefits for the retired and other beneficiaries would be increased by 10 percent,
or at the very least 8 percent, 80 a8 to keep pace with the increase in living costs
since the last benefit increase 4 years ago.

We had also hoped for the adoption of some other improvements, which are
minor, relative to the whole program, but which are of real significance to a
great many individuals who look to social security in their years of retirement,
or as the major defense against disaster for their families. Among these was
our long-sought goal of including tips in creditable wages. For many persons
in service trades, the wage paid directly by their employers represents but a
small part of their actual earnings. They are required to pay income tax on all
thelr earnings but can credit only the small portion for soclal security benefits,
‘We are confident the Congress will wish to correct this situation,

Despite the fallure of H. R, 18540 to meet many of the crucial needs of the
worklng people, it is the position of the AFL-CIO that there is enough of sub-
stantial benefit in the measure to merit support. It is probably the measure
that can be enacted in the short time remaining before the adjournment of the
§5th Congress and it is our hope, and we are sure the hope of millions of soclal
secnrlty beneficlaries, that the Senate will act upon it favorably.

The bill contains many technical and minor amendments., In none of these
do we find anything that endangers the program or departs from long-established
and sound principles. The major provisions on- whlch we ahall present our rea-

asons for supporting it are:
1. The increase in benefits ynder the OASDI program.

2. The financing provisions, . .
'8, The lmprovement of the public assistance program. .
4. The lmprovement in the maternal and chil weltaro programs. o

mmnu IN mm'.u

Recent economic developments have intensified the problems of the aged. and
other beneficiaries. . The Consumer Price Index has risem by 8 percent since
© 1054, when the last benefit improvements were enacted. Prices are nkely to

continue high even thoush economic recovery may beslow. = . . .
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With substantial unemployment, older workers have dificulty retaining or
finding jobs. Many persons who are approaching retirement age are tvithout
work or earning less than they expected. Their future benefits will be reduced
accordingly unless improvements are enacted.

Aged persons who have been recelving some financial assistance from their
familles now find that sons and daughters are working only part time, or are
completely unemployed. Public and private assistance agencies are having in-
creasing difficulty meeting the needs of persons who turn to them for aid,

The growth of private insurance protection has been slowed as unions find it
more difficult to bargain for continued expansion of collective bargaining plans,
When older workers are laid off, their private Insurance protection often lapses
and no substitute is available. ,

Ewamples of inoreases in denefite provided in H. R. 18549

Individuals now on the benefit rolls and all future beneficiaries would have
thelr benefits increased by, at least, about 7 percent. The percentage increases,
however, are higher with respect to the minimum and with respect to the
survivors of workers who die if thelr earnings have been in the higher brackets,
or if there are a greater number of surviving members of the worker's family.
Also, the retirement and survivors’ benefits are increased considerably beyond
7 percent for workers who retire in future years and for their dependents who
become eligible for benefits in future years.

The following table gives some f{llustrative monthly benefit amounts under
the present law, compared to the benefits proposed in the bill, for people who have
already retired or who retire within the next year.

Tapre 1
Binf’lg worker aged 65 or Worker and wife both
Average monthly caranings (after 1650 and dlsabled after age 50 aged 65
dropping out low 5 years)
Present law Bill Present law Bill
, 00 . 00 . 00 9. 50
100 ‘% 00 % 00 \: 60 ’g& 0
150. .. wea 08. 50 78.00 1032.80 109. 80
...... 78.80 84.00 117.80 128,00
..... 88. 50 96.00 132.80 142,50
wonn 98. 50 108,00 147.80 157,80
......... cwe, 108, 50 116.00 174.00
and above. . 108. 50 116.00 162. 80 174.00

Additional increase in benefits will result to workers who retire in future’
years and who consisteitly have been employed at the higher wage levels in
addition to the, roughly, 7 percent increase in benefits available to all retirees..
Assuming that the bill is passed this month, the worker retiring at this time
would riceive the top primary benefit of $108.50 per month for é%ust, Septem-
ber, and October—assuming also that he had earned regularly or more per
month, Beginning in November, his monthly beénefit would be increased to

116, If bhig wife were also 65, the benefit for the couple would increase from
162.80 per month to $174, o o ‘ C

The increase in the annual creditable earnings from $4,200 to $4,800 would
affect the average monthly earnings on which future benefits are computed only
gradually for workers in the e1!13.291' wage brackets. In most cases, such workers
will still have to apply the years of 1951 to 1055 to the dropout. In these years
earnings only up to $3,000 and $4,200 weré creditable. However, as will be

oted from table II, largsr %ortlon of the increase becomes effective within

o next few years.  While #t will be 40 years before the full effect of the higher
wage base is reflected in benefits for most workers, it is to be noted that
of the increase is effective within the next 5 years, and three-fourths of it
within the next 10 years. S > , . T

Table II shows the ben%ﬁs for which & worker who has earned larly $400
or more per month will be eligible, retiring at the end of the ea%endar. ear -
indicated. It also lists the benefits for retired man and wife, asauming_goth_ ,
are age 65. . There would, of conraeé be applied the actuarial reduction for the
wife's benefit if she should retire at any earliet age, after age 62. -« * '~

L

v 3
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Tanre IX
Benefit for Primsry Benefit (or
Y benefit osnter | man an wltel Yoar fit man and wife
“ both ’ . both age 68
119 1 3
P Y 3]
1 126 180.00
122 126 189.00
123 136 189,00
123 126 189. 00
14 127 100, 80

The increades in primary benefits for workers in the higher wage brackets
are, of course, also reflected in improved benefits for survivors of insured
workers who die. Table III gives illustrative monthly benefits for survivors
of insured workers with average earnings of $400 or more per month who die
in 1959 or after. It will be noted that the increase In the maxiinum amount
payable to a surviving family, from $200 a month to $254 a month as provided
in the bill, 18 reflected at an earlier date for survivors than at the time the
maximum amount for retiring workers becomes effective.

Tasre IIT
Assuming sur. Widow aged 62 or over Widow and 1 child Widow and 2 children
vivors become (no ohildren) undepr18 under 18
eligible at end of
endar year
Present Bill Present Bl Present Bill

$81.40 $80. 80 $162 80 $178. 50 $200 $238.20
81.40 90. 00 162.80 180. 00 200 240.00
81.40 00. 80 162 80 181. 50 200 12.20
81.40 o1, 50 162.80 183.00 200 4,10
81.40 92.30 162 80 184. 80 200 246.10
81. 40 92.80 162 80 184. 850 200 246.10
.40 93.00 1632. 80 - 186.00 200 250.00
81.40 93. 80 163. 80 187, 50 200 254,00
81.40 4. 50 162. 80 189 00 200 254.00
81. 40 4. 50 162.80 189. 00 200 254. 00
81.40 93.30 163. 80 190. 50 200 254. 00

The above table shows the amount for the survivors of a high-earnings worker,
leaving a widow and two children, If such a worker died and left a widow and
8 children, all under 18, the new maximum amount of $254 per month would
be payable immediately. It is also to be noted that there is added protection
in this bill for the family of a younger worker who dies. Since no wages be-

fore age 22 are to be included in the computation of the average monthly W:&'

& young man now age 27, for example, who had been earning regularly
r month—{f he should die in-the early part of 1959—would leave his family

mmediately eligible for the mdximum of $254 a month since his average wage

would be computed on only the recent years of employment, ‘

- We believe that these provisions go in the direction of maintaining a wage-
related benefit system. This relationship has been consistently a characteristle
of our gocial-insurance system and one which, we belleve, commends it strongly
to the American public. With due modifications of the formula to give increased
benefits to those in the very lowest earning brackets, the keeping of benefits in &

diract relationship to the earnings on which taxes have been paid is consistent

with the concepts of our free-enterprise system. = .
Additional denefits for disadled * .

We are in full accord with the provisions of this bill that provide additional
protection to the permanently and totally disabled, When the disability provi-
sions of the program were adopted 2 years ago, it was generally agreed that it

was & imum program, to be conducted partly on an experimental basis.

The establishment of & separate fund for this program has proved a wise and.

sound procedure. The condition of the fund now, and the experience that has

been acquired in administering the program, make it possible to broaden the pro-

i

i

2 i
*



SOCIAL SECURITY 196

tection provided. H. R, 18549 does this in two respects, It provides benefits
for the dependents of disabled workers, and removes the requirement that the
benefit to'the disabled be reduced by the amount of any benefit payable on ace
ccount of disability under other Federal programs or State workmen’s-compen-
sation systems. Both these provisions are consistgnt with the purpose of the
social-security system to provide the basic protection against loss of income due

to disabling illness.

Advisory Council ' )
Spokesmen for the administration have expressed the view that the existence
of the Advisory Council on Soclal Security Financing is a sufficient reason for
avoiding benefit improvements this year. As a member of that Advisory Coun-
cil, I strongly take Issue with this conclusion. The Council, as its name, its
legislative mandate, and all its activities Indicate, {8 concerned with financing,
not with benefits. It 18 not authorized and has not been asked to consider
:h?thgf the system can afford higher benefits or whether higher benefits are
esirable.
" This Council, like others to be appointed prior to future scheduled increases
in contribution rates, is established “for the purpose of reviewing the status of
the Federal old-age and survivors insurance trust fund and of the Federal dis-
abllity insurance trust fund in relation to the long-term commitments of the
old-age, survivors, and disability insurance program.” There {8 no evidence that
the Congress intended to awalt recommendations from such councils before con-
sidering benefit improvements. To do so would be to distort the objectives of
the councils. The present Council will be in at least as good a position to make
pertinent recommendations on financing if contemplated benefit changes have
already been enacted, rather than being imminent but undetermined.

The present Council was not asked to prepare a preliminary report before
fall, according to my recollection nor according to the official minutes of the
meetings, If the Secretary had wished earlier action, he could have officially
requested it or he could have appointed the Counci! many months earlier,

Advisory councils broadly representative of different segments of the com-
munity have in the past played a constructive role in the development of our
social-security program. In fact, the system was conceived in the group of
citizens' advisory councils that were appointed to assist the Committee on Eco-
nomic Security appointed by President Roosevelt 24 years ago. The tripartite
‘advisory councils of 19388, 104748, and 1958 made positive recommendations for
broadening and improving the program, many of which were reflected In the
amendments adopted by the Congress.

However, each Congress since the 74th has made some amendments to the
_Social Security Act, and in 1952 and in 1956 Congress made substantial improve-
ments in the program .Wwithout calling for suggestions from an advisory coun-
cil. In 1954, amendments were adopted providing for a higher earnings celling
and benefit improvements, although the 1958 advisory group had been consutled
only on coverage.

The suggestion that no action be taken until the Council reports distorts. the
purpose of advisory councils. In the past, they have made recommendations
for Improvements in the program. Now the existence of an advisory council
is offered as a reason for delaying improvements. In our opinion, neither the
existence of the Advisory Council on Financiug nor past precedents justify
delay fu improving the program, , ‘ .

PROVIBIONS FOR FINANCING

The bill contains two major provisions for improving the financial structure
of the social-securlty system, The first raises the limit on annual taxable earn-
ings from $4,200 to $4,800. The second increases the rate of contributions and
steps up the schedule of future rate increases. The increase in revenue resulting
from these provisions is caleulated to be sufficient to pay for all the improvements
in bénefits and to reduce the reported long-term, actuarial defieit. co
.__When this measure was reported to the House, AI'L~CIO President George
Meany made public a statement which included the following expression of sup-
port of the financing provisions: - e SRR '
__“Organized labor has consistently supported the sound, long-term' financing of
the soclal-securlty system, We know that improved benefits require higher con-
tributions, We don’t believe in raiding the trust:fund for an immediate ad- .

¢
A
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vantage to those now retired, or soon to retire, as the difference would have to
be made up in future years. If the soclal-secnrity system now shows an actuarial
deficit, the workers of this country stand ready, as they always have, to pay
their share of the cost of thg deficit, as well as the cost of the improved benefits.”

IMPHROVEMENTS IN PUBLIO ASSISTANOE

The recession has increased substantially the number of persons who are
exhausting thelr private resources and who must turn to public ald. The rise is
partly reflected in the officlal figures. The number of general-assistance cases
rose by 438 percent from March 1057 to March 1058; 1,810,000 persons received
genoral assistance in March as compared with 855.060 the year before.

Information on problems of needy persons is scattered. The same is true in
regard to reports on the actual programs of States in the fleld of general assist-
ance. So far as we have been able to ascertain, about half of the States, under
their general-assistance programs, do not ordinarlly provide any assistance to
employable persons or thelr families. In addition, 16 States make no contribution
:,o the ﬂn%nclng of general assistance. In some others, State financing s negligible
n amount.

States and localities are finding it more and more difficult to provide the funds
to add new cases or to provide adequate payments to persons accepted. Prices
have keept rising, especially for food and medical care. In practice, many public-
assistance agencles find they cannot even make available to their clients the
minimum budgets which, theoretically, are essential for decent living conditions.

The following were the average monthly payments in April 1958:

Old-age assistance ot e e e e s e $61.24
Ald to dependent children:
Per family...ow.. e e e e 0 b o 102, 656
Per recipient - e e e e e 27.88
Ald to the blind - - 06,65
Ald to permanently and totally disabled —— -- 00,61
General assistance (per case) — e e e o e e i 61, 12

These are monthly amounts. Divide them by 414 to get weekly amounts, and
g‘llle ‘3;1;13 they range from about $6 (aid to dependent child) to $15 (aid to

e ). .

We do not know what other income these people may have—this is one of
the gaps in information which is partly being overcome by current or projected

studies,
The Wall Street Journal on June 4, 1958, contained a first-page story by a

staff reporter on recent developments under the heading: “Welfare Woe: Slump
Floods Social Agencies With Work; Inflow of Funds Lags.” Specific cases
were cited of mounting applications and of decreased donations from which
to meet essentlal demands. '

Other reports, too, have described the difficulties of localitles in meeting
growing caseloads and the emotiona! impact of growing economic uncertainty
on many families. Spokesmen for welfare administrators have indicated that
present payments are, often, grossly inadequate. o
" We regret that the Bisenhower administration is opposing Federal action
to broaden public assistance at this time or to adopt changes that would cost
more money. Coupled with administration opposition to more adequate social
insurance, this stand reflects deplorable indifference to human needs. The
aged who cannot buy voluntary health insurance are told that they can turn
to public assistance but, if they do, available programs and funds will, fre-
quently, prove inadequate,

Certainly, sufficlent evidence is available to show that substantial additional
funds are required. H. R. 18540 not only authorizes increased amounts for
grants to States for public assistance, but materially improves the method
for allocating the grants, taking into account the needs of the varlous States
balanced by thelr ability to pay. ‘ ‘-

The proposals of this measure also give the State agencies more latitude in
meeting the needs of individuals and families by basing the Federal. share
-of the cost on the overall average of all cases rather than on the individual case,

Both of these provisions appear to the AFL-OIO as sound, from the view

of social need and of efficlent administration,
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. IMPROVING THE MATERNAL AND OHILD WELVARE PROGRAMS

Our labor organizations have for many years supported more generous Federdl
programs of the type administered by the United States Children's Bureau.
%: :tg‘tligglo, at its merger convention in 1985, unanimously adopted a resolu-

“We urge expansion of the programs providing maternal and child-health
services and speclal welfare services for children, including aid to crippled chil-
dren. We support expanaion of research and education in child life which will
help parents understand better what makes for healthy, happy childhood.

“The problems of juvenile delinquency can be met better, also, by expanded
programs to improve procedures for identifying and alding maladjusted children
and to hundle counstructively those who get into trouble with the law, These
programs should be given full support by our affiliated unions.”

We fully support the provisions of H. R. 18549 amending title V of the Social
Security Act so that the United States Children’s Bureau, In cooperation with
State and local agencles, may expand and improve its services. These changes
present us an opportunity to invest in the children of our Nation in a manner
that will increase their future productivity as well as their health.

The present authorization for maternal and child-health services under part 1
of title V Is $16,500,000. The bill would increase this to $21.5 million.

We similarly support the rise in the authorization for services for crippled
children under part 2 from $16 million to $20 million,

The present authorization for child-welfare services under part 8 is $12
million. The bill would raise this to $17 million. At present, the use of Fed-
eral funds for child-welfare services is limited to predominantly rural areas.
This provision has been useful in extending such services into areas where they
were most needed. However, 8 out of § children in the Nation now live in urban
areas. Many familles have shifted in the last decade from farms and small
towns to cities where services have not expanded to meet thelr needs. We,
therefore, approve the amendment to part 8 to make child-welfare services
generally available, not only in rural areas but also in urban areas.

If we are to diminish the load on public assistance and reduce the number of
low-income families to a minimum, we must afford all children an opportunity to
grow up with sturdy bodies and a healthy mental approach to life. For those
who are handicapped by physical or environmental conditions, we must open
wider the door of opportunity so that they too may share in American prosperity.

CONCLUBSION

The enactment of H. R. 18540 would provide substantial, immediate improve-
ment in the economic security of wage earners and their families, to the millions
who have retired because of age, to the disabled, and to the families with de-
pendent children. Time is short. Want and bunger will not wait. The im-
provements contained fn this bill are so designed as not to do damage to our
social insurance system, nor to place disproportionate burdens on workers and in
the future. More substantial changes in the program, which in our view are
worthy and practical, must wait for a future Congress, We respectfully urge

the enactment of this bill now. «
Senator Kerr. The next witness is Esther Peterson, legislative rep-
regentative, industrial union department, AFL-CIO. -

STATEMENT OF MRS. ESTHER PETERSON, LEGISLATIVE REPRE-
SENTATIVE, INDUSTRIAL UNION DEPARTMENT; ACCOMPANIED
BY LEE G WILLIAMS, LEGISLATIVE CONSULTANT, SOCIAL
SECURITY DEPARTMERT, AF1-CIO e :

Mrs, PerersoN. My name is Esther Peterson. I am mﬁ rep-

resentative of the industrial union department of the -

. I have with me Mr. Lee G. Williams, who is consultant to the

industrial department. =~ . - | o ‘

. 'This autonomous department represents and speaks for 7 million .

andusrttx‘ml ‘?orkers who are members of the 69 unions affiliated with the -
epartment. ' - wo T :
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I wmt to say at this. tnne we concur camplehely in. the testimony
* that has just been ted by, Mr. Cruikshank,

e | thunk the committec for fxvi? me this opportunity to express the
‘views . of the.industrial unio rtment on the Sacial Security
Amendments of 1958 as passed by the House of Representativss,

" Senator Kxrr. May mterru t right there. 'The dlﬂ‘erence be-

tween your viewpoint and that o the tary was that although it

Eoestoo far, he thinks that it isall ri httopaasxt While, on the other

and, you are convinced while it does not go far enough you urge its

_passa .

_ b Mrtsg.a Prrerson. Correct. You are phrasmg it very well, e

* Certainly we support H. R. 18549, Although it does not mclude
-many badly needed Social Security Act improvements, we, neverthe-
less, sincerely urge the committee to report the bill as promptl

- it is possible to do so. Were the txme not so short, we should p ead

- for improvement of the bill.

We should ask that it be broadened in scope. We should insi % as
‘our director, Mr. Albert Whitehouse, insis before the House ays
‘and Means Committee on June 25 of this year, that:

There is a need to move forward in the whole area of aocial security legisla-
tion * ¢ * The Nuﬁon bas pausod too long in the march toward greater security
' tor its citizens.

~“"But the session is almost over and the help afforded haramd mil-

K lxons by H. R. 13549 must not be denied them.. The recession is still -
- with us. Unemplo ment and underemplo {‘ment are still widespread.
-. The sufferi ~ And enactment of the bill will furnish a meas-

- .ure.of relief to nnllxons of our semor citizens.

* . ‘Thess millions will be grateful to Co for the speedy enact-

: mant of H. R. 18549, - To den these millions the gains represented
in the present bill would be httle short of a crime committed aga.mst
those who cannot help themselves,

We approve.the bi ’s increases in benefits and eammgs base of the -
ge, survivors, and disability insurance program.: We ap rove

, e axtensnons m;ie in QASDI covérage and the provisions for

. fits for dependents, the: financing plan, the public assistance

.- improvements' and' the increase in-maternal and child wel re pro- ~

- ‘mﬁn cing. - Allofthesesspectsofthebxllaminlinemth
o P’s historical position.

* ..., Everything,the bill does needstobedone—andztneedstobodone
But we agree with tim Ways and Means Committee :

* Your committe¢ has not been able to recommend beneﬂta at as hlgh a level

: n.m m% on, would beofm:;i:re: if one conntdprodt l’dod M“wﬁ:
| mww ahore” loﬁl the st 1 th m"&"ﬂ’i“m.%‘&. las  taken place

k";A . ‘.‘n.r.f» r.‘\t"n

)' PN ":‘m y

That fsin House Rep port No. 2
N‘ot since 1954 have the beneﬁi structure and the contnbutlon
S eol 4 gsaxzdﬁufgigm ililaumnoe progr:mb:a revised.
-~Semitor 8 re-in ‘4 qu ontnom
. SmwomBennott say that we had ayo wﬂsionm! q

: ~'umihrmon. ‘think that is cotrect, May 1 aﬁk Mr‘ Willim
.. w 4 Siianinly g STITAEN

< M WiLixdses, ’I‘herateehave not‘bun nvindminoachattnnez o
Senaﬁoer They havenot! o g ff
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ization, nursing and

in support of an exe

- . 'The depattment support-segtion 406 of

hope that your committee will st with
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Mr. Wrtrzams, Ithink that is s correct statement,
. Senator Kenn. It has not been revised since 10541
Mr. WiLLiams, Thatisright. |
- Senator Kerr, Then—I am sorry he has gone—but the concern he
had on the basis of the records of its havm§ been done every 2 years
is but half agserious ashe had contemplated¥ =~ o
- Mr, WrLLiams. It is possible to put that interpretation on it. How-
ever, there wag a change in the Social Security Act but not on these
two points, * That is my understanding.
Senator Kerr. Well magbe it was more than half, V
Mrs. Pererson. H. R. 13549 represents a recog;ition by the House
Ways and ‘Means Committee and the House of Representatives itself
on the validity of the position taken by the industrial union depart-
ment, the AFL-CIO and others on the need for improvements in the
OASDI, public assistance and maternal and child welfare programs.
For this resRonse we are grateful. :
But we shall continue to urge, at each opportunity in the future,
that there is great need for further improvement in social security.
'We shall continue our earnest advocacy of legislation accomplishing
permanent improvement of our unemployment insurance system as
opposed to legislation such as the Temporary Unemployment Com-
pensation Act adopted this year:” g ‘
We shall continue to urge legislation designed to“provide hospital-
pargical care in old age, legislation\which will in
i h plagues the

some measure alleyfate the great fea
old person who kfiows that he ¢s
cost of medica) care. We s

recognize this brevity as a tryb reflect
r that wi 1 dﬁlay he committee.
en mMexn of ‘ .

on Governmeiit-Operations on June 24 of year
F) _ mption of unemployment compensation payments

from Federal tax levigs, that provision shonld 'be repedted here.
, 2 ‘ H. R, 13549 which spells out
thisexemption, -+ © 7 T T e e e e

¥ thank you for your kindness in lettintg us come today and T deeply,

the courage and the swiftness

LN

P
pt

that the fimes call for, 1 /- w7 it 1 b 0 T e
Senator Kerr. Thank yon very miich, Mrs. Petersqn.' ™ " *." e
i e, T T
3:Benator, Kk, Next is 'Mr. Re
Union.” . .,

iben' ' Johnson, National Farmers'
- ~ - . .

M B
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STATEMENT OF REUBEN F. JOHNSON, REPRESENTING THE
NATIONAL FARMERS UNION

Mr, Jonnson. Mr. Chairman and members of the committeg we
appreciate the opportunity to appear before the Senate Finance Com-
mittee for two reasons. First, we welcome the opportunity to express
our support of the social security program generally and to explain
our position concerning its expansion on a realistic and practical basis.
Second, and more importantly, it gives us the opportunity to express
our gratitude and appreciation for the support the committee has given
to the program. :

. The line of questioning this morning was favorable to us, the ques-
tioning on the part of the majority of the committee,

Looking back to the early years in the formulation of the old age
and survivors insurance program, we recall opposition which has al-
most completely made the transition over to support of the program.
Ina ver{. real sense, it is a tribute to this committee and its counter-
part on the House side that the principle of old-age insurance has been
ac(‘::})ted lgv almost everybody, even one-time strong opponents.

e need not remind you that working people in the United States
have always supported you in this and other programs under the
Social Security Act and, of course, that has been the strength of the
position of Farmers Union as our witnesses have appeared before this
committee on many occasions on various programs authorized under
the Social Security Act.

Old age and survivors insurance : While Farmers Union snpport for
the OASI program goes back to the time of its inception, its first ap-
plication to a farm ézroup was as late as 1950.

Following President Truman’s recommendation of universal cover-
age in 1949, the 81st Congress extended the old age and survivors in-
surance s)rogram to regularly employed farmworkers, That same
year levels of OASI benefits were revised and tax rates adjusted to
strengthen and preserve the long-standing insurance principle under
which the program has operated since its inception and which Farm-
ers Union strongly urges be preserved. It is important that addi-
tional benefits and expansion of the program be kept on an actuarially
sound basis. | .

In behalf of farm families in the United States, we want to com-
mend the national and field staff of the Social Security Administra-
tion for their efforts in ex;;laining to farm families application of the
OASI program and the long hours they have worked in bringin
eligible members under the farm program. A most important as
of their work has been in selling the program. :

" 'We would like to thank, also, others involved in this effort, count
agricultural agents and so forth Who have worked in large part throug
local units of all three of the general farm organizations.

In order that the committee may have all of the time that it needs,
to act on H. R. 18549, I respectfully request that mg complete state-
ment appear in the record at the end of my oral remarks,

Senator Kere. That will be done, B -

Mr. JornsoN. The bill passed by the House does not meet all of
the specifications we have outlined in our statement, We invite your
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consideration of our views, We feel, however, that H.. R. 18540 does
move in the direction of improving existing law, and it is on this basis

that 'we support it.
Senator Kerr, Thank you very much, Mr, Johnson.,
(The complete statement referred to is as follows:)

STATEMENRT oF NATIONAL FArMERS Uxtox Re HxprANSION oF SOCIAL SECURITY
BENEPFITS

Mr, Chairman and members of the committee, we appreciate the opportunity
to appear before the Senate Finance Committee for two reasons. First, we
welcome the opportunity to express our support of the social security program
generally and to explain our position concerning its expansion on a realistic and
practical basis. Second, and more Importantly, it gives us the opportunity to
express our gratitude and appreciation for the support the committee has given
to the program,

Looking back to the early years in the formulation of the old-age and survivors
insurance program, we recall opposition which has almost completely made the
transition nver to support of the program. In a very real sense, it is a tribute to
this committce and its counterpart on the House side that the principle of old-.
age insurance has been accepted by almost everybody, even one-time strong
opponents. We need not remind you that working people in the United States
have always supported you in this and other programs under the Social Security
Act and, of course, that has been the strength of the position of Farmers Union
a8 our witnesses have appeared before this committee on many occasions on
varjous programs guthorized under the Social Security Act.

OLD AGE AND BURVIVORS INSURANCE

While Farmers Union support for the OASI program goes back to the time of
its inception, its first application to a farm group was as late as 1050. Following
President Truman’s recommendation of universal coverage in 1949, the 81st
Congress extended the old-age and survivors insurance program to regularly
employed farm workers. That same year levels of OASI benefits were revised
and tax rates adjusted to strengthen and preserve the long-standing insurance
principle under which the program has operated since its inception and which
Farmers -Union strongly urges be preserved. It is important that additional
benefits and expansion of the program be kept on an actuarially sound basis,

The principle was preserved in the extension of the old-age and survivors in-
surance program to self-employed farmers in 1954 by the 83d Congress. This com-
mittee approved this extensjon of the Social Security Act, in spite of opposition
of a contemporary farm organization which today has moderated its position
gg msﬁ (t);ny to oppose any further liberalization of old-age and survivors insurance

nefits.

We extend to the members of this committee our sincere support and ap-
preciation for the work it has done to give self-employed farmers and their full-
time employees some measure of security in their old age. We hope that you
will continue to be farsighted when it comes to improving and extending this
worthy program.

For the record, in behalf of farm families in the United States, we want to
commend the national and field staff of the Social Security Administration for
their efforts in explaining to farm families application of the QASI program and
the long hours they have worked in bringing eligible members of farm families
under the program. A most important aspect of their work has been in telling
the story of the program. Included in this effort, also, have been teachers of
vocational agriculture and county agricultural agents, who have worked in
large part through local units of all three of the general farm organizations.

IMPROVE Aﬂli EXPAND OASX BENEFITS

There are so many bills before the committee which improve the OASI pro-
gram that we have not had time to analyze all of them. Therefore, we shall fore-
go supporting any specific bills, giving attention instead to the various proposals
which we support. All of these proposals we believe to be in bills introduced

either in the Senate or the House of Representatives. ~

+
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4. Burgios! and Aospitalisation denefita

We urge that, under the insurance principle, the Soclal Becurlty Act be
ameuded so as to provide rociplents of OASI bouefits, Including the disabled,
with hospitalisation and surgical benetits, The couts of such sorvices are such
that our aged and disabled living on OASI benefits are unable to pay for such
health services, According to a publication of the Labor Department, Medlcal
Care, by Elisaboth A, Langfornd, the cost of medical care wus 88 percont higher
in Docember 1088 than yoars earller, with two-thirds of tho rise having
ocourred in the last 10 years, Over the 30-yoar poriod ending In Decembor 1080,
hospital room rates have increased 248 percent. Moroover, the expenditure per
family for medical care has increased. According to the Labor Department pub.
Heation referrod to above, after adjustment for ‘wtw incroasos, the exponditure
per tamily for medical care in 1080 was nearly 3% times as much as in 1084-80,
oven though family aize was smaller,

This amondment to the Noeinl Security Act in easentinl if we are to provide
necessary health services to our aged and disabled, Having made Important
medical advancea through research, we must provide for thelr practical use in

miniatering to those who noed them the most,

8. Penalty on earnings

We bolleve that the present Hmit on earninga for recipionta of OASI snhould
be lifted from $1,200 to $1,800 before any penalty on OANI bonofits 1s inflicted,
and urge the committes to approve such an amendmont,.

3. Inorcage OAS] beneflla

We recommend an {ncrease in OASI bounefits for all persons covered, with the
largest percentage increases in the smallest payments. As a minlmuw, we urge
Increases as follows

Smallest payment, now $80, increased to $38.

Largest payment (aingle person) now $108,50, up to $121.

Largest payment (married couple) now £162.78, up to $181.08,

As a firrt priority, we favar committes action to incrense OABI g:ymenta.
When this ia accomplished, we shall also support increasing the wage base from

ita present $4,200 annually to £7,000 annually.

4 Pl OART denefite Jor women at age 68
Women now must take reduced benefits i they apply at age (3. We urge that
the committee approve an amendment making possible full benefits at that age.

5. Computing OASI beneftte for farmers

Under the Social Security Act, as amended, farmors are permitted to exclude
8 years of lowest earnings. However, with coverase begluning Janunary 1, 1055,
a farmer retiring this year, for example, has only 8 years of earnings on which
to campute his OASI benefits, The Social Security Administration has permitted
dropping 1 of the 38 years, the lowest, and has computed OASI benefits on the
remaining 2 years. As farmers become covered for perlods in excesy of B years,
this provision of present law will operate satisfactorily. But farmers retiring
after 3 years of coverage, and prior to the time when the present provision of law
will apply fairly, will continue to be penalised in computing OASI benefita.

To correct the inequity we urge that the committee approve an amendment to
give farmers the same basls for calculating OASI benefits as others covered.
Specifically, we urge that you provide that farmers ba forgiven thelr § years of
lowest earnings, allowing them to go as far back as 1950 in establishing thefr
base for computing OASI benefits. ‘ ' ’

Farmers' total net income has dropped from $18 billion in 1951 to $12.1 bil-
lion in 1957, or 28 percent. Per family incomes, in 1857 dollars, have dropped
from $3,007 to $2,490 over the same period, a reduction of 20 percent, These
figures indicate the extent to which farmers are penalised In computing OASI
benefits. We urge that you take action to correct the inequity that continues
to arise out of using as a base, years in which farmers had sharply lower in-
comes, due to the Eisenhower-Benson sliding scale. : ‘

6. Remove age limitation on disadility denefits : “
We do not believe that there should be any age limit on disability benefits pro-
vided for eligible persons under the insurance principle of the OASI program.
We believe, in this connection, that provisions of existing law covering benefits
to dependents of disabled persons should be amended to provide that benefits be
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based on number of dependents and that such additional benefits be paid at the
time of disubtlity of the head of the family.

In keeping with our support of maintaining the old age and survivors in.
surance program on an actuarially sound basis, we support increuses in in.
dividual and employer pn{mentn commensurato with the expanalon of benefits.

The ultimate solutlon of economie problems of farm families and in providing
A secure old age Is the achlevement of an income that will allow them to par.
ticipato fully in the OASI progrum and which, In addition, will permit adequate
private savings and investment. The docline in farm income In rocont yenrs
hawu been reflected, for examplo, In farmers’ purchases of Insurance, Furm peo-
ple conutituted 18.8 percont of the population in 10088, but then purchased only
3 percont of the life-lnsurance policles sold, Whilo in the United States as a
whole some T0 percent of the citizenry is covered by life Insurance, only ahout
80 porcent of the farm population Is covered. In Iowa, a recent survey showed
that 20 porcont of the farm familios quoeried possessed no Hfo insurance and 22.5
percont were covered by less than $2,000, Until farm fncome permits an ox-
ponditure of $260 or more per year for life insurance providing endowment at
maturity and covering the working years of the family coucerned, there {s no
hope of any apprecinble contribution toward solving the problem of security
past retirement age by fawlly effort alone, Thus the need for adequate OAS]
benefita in of great urgoncy for farm familles. The survivor benofits provided
in the ovent of the deuth of the famlly bread winner are an important part of
the OASI program,

The averuge age of farm operators {n tho United States in 40.0. It has in-
creased rapldly in rocont yenrs, and as a result, the need of farm people for
an improved expanded OASI program has hecome more and more compelling,

Farmers rotiring under the OASI program are finding it difficult to live on
the benefita derived from this program. In many instances private suvings, if
any, have been exhausted In educating children and {n getting through recent
}guntgeurl since 1051, when, as we have Indicated, farm income dropped one-

urth,

There continues to be the problem, also, of the Increasing cost of living with-
out commensurate increases in the OASI benefits,. We urge that the committee
request appropriate agencles to study this situation and make recommendations
for the solution of the problem, It is becoming increasingly clear that there
is a need for legislation to provide for automatiec changes in OASI benefits and
tax rates, to be made on up and down shifts in the cost of living. Such a study,
however, should not interfere with the proposals we have made for improv-
ing and expanding the OASI program which you are already considering as a
redult of the many bills before the committee.

UNEMPLOYMENT

Farmers Unlon strongly supports establishment of Federal programs to help
develop solutions to unemployment in cities and urban areas. Just as is the
case with farm families, the OASI program does not help those in cities who
cannot make the best use of it, Broadening the economic opportunities of citl-
zons in chronically depressed urban industrial and mining areas must come be-
fore the fullest benefits of the OASI program can be realized.

Farmers Union believes that the interests of farmers and working people in
cities are closely interrelated and we support legislation to maintain fully ade-
quate purchasing power among workers during periods of unemployment.,

. TITLES 1, IV, ¥, X, OF 80CIAL BEQURITY ACT

Respecting the above tltlesa Farmers Union is fully in support of Federal par-
ticipation in the grant-in-aid public assistance programs carried on with the

tates. We urge additional Federal contributions to the States for expanding
the benefits to recipients of this assistance. Farmers Unlon supports additional
dollar benefits for these programs whose beneficiaries have too little purchasing
power in many instances to buy the bare necessitics of life. ‘ :

There is an immediate urgency for increasing old-age benefits,
- Moreover, we support the institution of a food stamp plan under which those
declared eligible by appropriate State agencies and the Federal agency ad-
ministering the program wou'd be assured an adequate diet. Such legislation
was recently reported by the Tiouse Agriculture Committes.” The main hindrance

g
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to such a program for recipients of public asaistance and other needy persons
continues to be the opposition of the administration. We urge members of this
committee to support the Sullivan bill reported by the House Agriculture Com-
mittee and to support almilar iegislation introduced this side of the Congress

in the Interest of consumers.
Parmers' interests will not be directly affected by such a program. But, in

effect, its enactment will permit stepping up food consumption among the needy
persons in the United States and, to the extent it does provide an additional
outlet for farmers' produce, farmers’ interests will be served. We feel that the
interest of needy persons is the justification for tho program and our support

is based on such need.
We believe also that the operation of the food stamp plan through existing

channels of trade (processor, wholesale, and retail) will have a stimulating ef-
fect upon the economy in this perlod of recession,

I appreciate the opportunity to appear before the committee and pledge asun-
port of the Farmers Union for improvement in and expansion of benefits under
the eutire progrum encompaised by the Soclal Security Act, as amended.

Senator Kerr. Mr. Townsend.

STATEMENT OF ROBERT C. TOWNSEND, TREASURER, THE TOWN-
SEND PLAN FOR NATIONAL INSURANCE, ACCOMPARIED BY JOHN
DOYLE ELLIOTT, ACTUARY

Mr. Townsenp. Mr, Chairman, I am Robert C. Townsend, treasurer

of the Townsend Plan for National Insurance, and my associate this
afternoon is Mr. John Doyle Elliott, actuary.
. I apeak today on behalf of that segment of our population which
is most vitally concerned and most directly touched by the legislation
this committee now has under consideration. I refer to our senior
citizens, many of whom are affiliated with the organiz:tion I have the
honor of representing. )

My purpose is to urge this committee to view, if it can, this whole
matter of social security through the eyes of the t'ﬁeople most inti-
mately affected, and I think you will agree that these include first
and foremost those already retired and the substantial number who

lan retirement in the near or immediate future. ‘

I think, gentlemen, that on the whole these people take a somewhat
dimmer view of H. R. 18549, the recently passed House bill, than
do others for whom retirement is a vague and far-in-the-future

rospect.
P T}F:’c matter of the modest increase in benefits is & case in point.
Perhaps some economists and statisticians honestly regard a 7-percent
increase with a minimum of $8 as a realistic, and even rather generous,
concession to the retired aged. . . .

But let us appraise matters from the viewpoint of the recipient. If
he is given the minimum, he will find himself with exactly 10 cents
& day more than he now has. His weekly increase will amount to 70
cents. Yet you and I kmow that 10 cents is about half the amount
needed to buy a loaf of bread, and a housewife would be hard put to
gerve even an economy dinner for as little ag 70 cents.

The point is abundantly clear. The benefit increases contemplated
in H. R. 13549 are absurd, They add virtually nothing to either the
purchasing power or the well-being of the retired men and women who,
In too many instances, have no source of income other than their

ial-security checks. , .
i e :‘l:‘mt denyrtlhtZt there are some merits in the House bill. Cer-
tainly, the clauses which liberalize benefits for orphans are to be

i
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applauded. The provision to increase from $80 to $100 the monthl
amount which would occasion the loss of a benefit is long overdue, an
should be apgroved. The increase in family benefits represents a
p. _The House deserves full credit for incorporating
eso features, and I am sure I s for the majority of our older
people when 1 say that they will thank the Senate, too, for insisting
upon these desirable improvements, '

But these are minor matters, and, in a sense, it is fruitless to praise
a small part of a bill without considering the whole. The whole,
gentlemen—the bill tuken as a whole—is poor legislation.

Two basic changes are ignored in H. R. 18549,

One concerns the increase in benefits, which I already have touched
upon. I would at this point add only these further observations:

1t seems to me that the elderly voter will find it difficult to reconcile
his 7-percent increase with the 10-percent increase in civil-service
s&arxes and civil-service retirement benefits authorized by the 85th

ngress,

Since the latter were represented as cost-of-living adjustments, the
retired on social security must logically wonder why their adjust-
ment should be 3 percent less. The senior citizen must ponder the ob-
vious fact that the prices he i8 charged for goods and services are the
same as the prices charged Government workers,

Meanwhile, living costs keep rising and social security keeps lagging,
and, as a result, the typical beneficiary today is no better off than he
was in the earliest days of the system, when the benefits were low but
the dollar was substantial, .

I repeat, gentlemen; try to look at this through the eyes of the aged.
The totallﬁ inadequate benefit increase ro;iosed in this bill can do
no more than perpetuate a subsistence level that borders on actual
poverty. .

From a realistic standpoint, benefits should be incree sed 100 percent.
Perhaps you would regard this as politically unacceptable at this time,
and perhaps it is, But political considerations don’t change the eco-
nomic facts of life. Somewhere between 7 and 100 percent there must
be a compromise that makes economic sense, and I suggest the figure
is & whole lot closer to 100 than it is to 7. u

I appeal to the conscience of this Congress. How in Heaven’s name
can you increase benefits by 10 cents a day and expect the feople to
believe you have legislated in their interests? You can’t. 1 am sure
that every person in this room knows you can’t.

And how can the Cm(x)gaess explain away the almost total disregard
shown the nearly 2,500,000 persons dependent upon the old-age-assist-
ance program § With its right hand, H. R, 18549 increases Federal
participation in the grants-in-aid program, and, thus, would seem to
improve the lot of age-aid recipien ut, with its left hand, it takes
away the $6-per-month direct Federal allowance for medical care. As
a result, an old-age-assistance recipient who is taken ill- will be no
better off than before, - . N - o

The second basic change ignored in H. R. 18549 concerns financing,
and it is to this most vital matter that I propose to devote myself in.

Every 2 years for the past decade, the Congress has had to patch
up th:y sociZl—security system. And why? Because, from the very -
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start, its method of fluancing was faulty. Now we are beginning to

reap the whirlwind, : ' o )

is ai%niﬂcant sentence appears on page 2 of House Report

No. 2988, 85th Oonﬁm,usnd session (this is the report of the Com-

mittes on Ways and Means which accompanied H, R, 18549) : ’
The latest long-range cost estimates prepared by the Ohlet Actuary of the

Social Becurity Administration show that the old-age and survivors insurance

part of the program (as distinet from the disabllity part) is further out of
:oetg:ml balance thun your committee considers it prudent for the program

Earlier this summer, the Social Security Administration predicted
a 8-year period during which benefits would exceed outgo and the
trust fund would be diminished. - ‘

- Before that, the Administration was forced to concede publicly
that, because of gross miscaleulations regarding the number of women
who would claim benefits at ages earlier than 65, the number of
farmers who would apply, and the amount of money that could be
expocted in the form of payroll taxes, social-security finances were
running out of balance.

And, before that, the Department of Health, Education, and Wel-
fare warned the Congress that it could not establish & minimum
monthly benefit of even as little as $78 a month without imposing
& back-breaking tax burden on the wage and salary earner.

These are oniy a few of the most recent symptoms of a sick financial
gystem. I think it is fair to say that, if the financial system had been
sound in the first place, 90 percent of social security’s troubles would
not have arisen, :

The Congress has never squarely faced up to the problem. Instead,
it has contented itself with patchwork revision every 2 years, What
is more, it has deliberately swept the problem under the rug by
saying, “Well, we’ll raise the taxes next 1year or 10 years hence.”
sup this has been politically palatable. But it hasn'’t solved any
problems. If it had, we wouldn’t be here every other year trying
to solve them all over again. ~
- Here isan example of what I mean: :

It is now proposed that social-security taxes be increased to 214
percent on worker and employer alike beginning in 1959. This
combined tax rate of § percent would be incre to 6 percent in
1960, to 7 percent in 1968, to 8 percent in 1966, and to 9 percent in 1969.

(It is optimistically pro that the 9-percent rates would be
in operation not only 1n 1969 but “and thereafter.” Surely, we cannot
be so naive, considering our past experience with social security, to
believe that the increases will stop at 9 percent.) C

But where is the logic in these future calculationsf

In other words, if it is desirable to impose a total tax rate of 9

t in 1969, then why isn’ it desirable to impose the rate next
year, in 1959 ¢ . L ) |

What do we think is ing to happen in 10 years to justify the
change in rate! Why will it be good then, but bad now{ Is there any -
~ evidence to suggest that m%!l earner 10 years hence will be more
willing, or better able, to pay the higher rate?- Of coursenot, . -

N r,
~E N N
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Do we think the people of 1069 are likely to be more deserving of
higherhl;oneﬂts than the people who are nozv retired? The notio% is
preposterous.

¥, then, do we propose such a schedule of graduated tax in-
creases} 1Is it not, in all honesty, because we are politically fearfult
Haven't we taken the easy and_ the morally dishonest way out?
Haven't we deliberately contrived a scheme to dull the worker’s re-
sistance to taxes by sneaking up on him with a percentage point herol
& percentage point there, camouflaged by the passing of time? O
course we have. \ , ‘
., Make no mistake, gentlemen, I certainly do not propose that we
increase the tax rate to 9 percent at once, and neither does the or-
ganization I represent., My tongue-in-cheek observation has a pur-
pose, nonetheless. It is to raise the question: If the people who are
wedded to social security believe in their system, then why don’t they
plog the game fairly?
ok 1;%, even if they did play fairly, they would, I believe, be doomed
o failure,

By now it should be clear to economists and statesmen alike that
social security, as it is financially constituted, has gone just about as
far as it can, If we cannot pay even a $75 minimum without intol-

- erable taxes—and the social-security experts say we cannot—then we

do not have a social-security system worthy of the name.

The heart of social-security financing is, of course, the tax on
payrolls, That is precisely where the difficulty lies. The supply of
money subject to taxation just isn't large enough. It is all very well
to seek additional revenue by broadening the base from $4,200 to
$4,800 o year. But the buse has been broadened before. And what is
the next step—§6,000¢ It already has been seriously proposed. Sup-
pose it did go to $6,000, or even higher. The result would be that
only the very highest paid workers would become eligible for maxi-
mum benefits, and social security would become a mockery by con-
verting itself into a pensions-for-the-rich scheme. .

I submit that increasing the proportion of the payroll subject to
taxation is a poor solution. We must look elsewhere.

Our organization has legislation pending in the 85th Congress
H. R. 7088, by Mr. Blatnik) which would, among other things, finance
ederal retirement benefits from the proceeds of a tax levied against

the gross income of business and industry, and, with appropriate
exemptions, the gross income of individuals, )

The superiority of such a tax over the payroll method is immedi-

ately apparent. By applying a very low tax against the vast wealth

represented by gross income, a tremendous revenue potential is pos-
gible. A gross tax of about 2 percent would produce more than a -
payroll tax of, say, 20 percent.

Wo can afford 2 percent. We cannot afford 20 percent.

If T can succeed 1n leaving you with just one thought, I shall feel
that my visit here has been eminently rewarding. And this is it:

The great, all-pervading problem in social secnx;xtly is financing.
As long as we cling to the payroll tax method we will perforce have
to pay inadequate benefits, and they will come at a high price. If we
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convert to a groes income base, we can pay decent benefits at an ex-
tremely low rate of tax, Smemt |

. I urge this committee to devote deep and sober thought to the finan-
oial aspeots of social security. Once we have solved that problem,
the greater part of our mission will have been accomplished.
I deeply appreciate your courtesy in allowing me to appear here
today. ‘ : ' o
- Thank you. :
- Senator LoNg (preaiding%.{ Thank you, Mr, Townsend.

Mr. Townsenp. I have, Mr. Chairman, quite & voluminous statis-
tical report concerning our legislation whioh I should like to intro-
duce to the committee for the record.

Senator Lona. Is that it? ~

Mr. Townsenp. Yes,
Senator Ione. That will be included with your statement in the

record.
'(The documents referred to are as follows:)

SrariaricAL CoMPARIBON—DECLINING ElooNoMIO PoSITION oF THE AGED UNDER
OASI anp Enmm'uou or THEIR HooNoMIO INFXBIORITY THROUGH H, R, 7086

(Prepared by the Townsend legislative bureau, research department, Townsend
Plan, In¢, Washington, D. C.)

The failure of OASI to better the economic position of the retired people in
the United States—along with the statistical plcture of ways and means other
than those employed under OASI which are capable of eliminating the economic
inferlority of the aged—is the very crux of the social security problem. This
comparison is the purpose of this paper. :

" Social security is not just a program. It is a vital objective in the lives of
all Americans. They have not achieved fulfillment of this objective because we
have not yet achieved a truly adequate program, We seek a social security
program that will take into full consideration the demonstrated ability of people
to provide certain resources for themselves, These resources, in conjunction
with an adequate program, should add up to a total of economic resources ade-
g;xsatel itzo ;ttlalntaln a conditlon of soclal security in the full sense in which we
ualize it.

The great majority of people in the old-age bracket oxperience a drastic and
progressive decline in their standards of 1iving—this is the main and permanent
factor in the problem of soclal security. Less permanent are the factors other
than old age. Disability, for example, through medical advances, can be
:xgtected to reduce its incldence in the future. But longevity is the permanent

actor. .

Anybody aware of the economic facts of these times must recognize that while
a relatively few people can reach old age with resources sufficient for up-to-date
living, the very great majority of the American people cannot do so, If this
were not true, then Congress would not be concerned with social security in
the first place. Today, private resources (resources other than those provided

by the Social Security Act in the form of old-age benefits) provide our 65-and-

over popufl:ltlon dwilth lesslatgan !églt the baszlg. t:vera%e 6l4ncome enjoyed by the
ounger adult population, those aged roug -

y !l‘h?se (’loesliot consti?ute a condition of living which can be termed social

security.
'rhet{)remt I;tt‘ograms, under the Social Security Act, have clearly failed to
tter this condition. :
hLet us examine the exact facts about the comparative income-position of our
65-and-over population as revealed by the annual surveys on consumer income
distribution, by the Bureau of the Census. The following tabulation emphati-
cally sets forth these facts which constitute the reasons for this legislation. -
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Population inoreases in adult age groups, United Btates, 1047 through 1966—
. Income position of aged, 1047 through 1056

Increases in numbers of persons
. 147 1056 Percent
inorqase
A, M‘yo‘n snd over: ) “_ 22, 40,000 | o6, 301, 000
 Womenn sl SR 00 | o o0k, 000
Total..evennas nvosenen ecesnarannns] 107,412,000 | 117,805,000 v.8
B. Aged 14 through 64; '
MOl cenemeasnnsenenoersnsnsaressmnsssersansnsssons o] 47,408,000 | 80,014,000
Women.... e e———— 49,868,000 | 53, 839,000
T D emeeaeneonn 96,771,000 | 108, 602, 000 7.0
0. Anc%ﬁs' through 64: - a8, 575,000 | 38, 008, 000
WOMG e emeeeeem oo emeooooolioiii i 360010, 000 41.023&000
Total......e. eemensoneermacarenseneenssnrannananes 72,497,000 | 80,110,000 10.5
D. As«g‘ o:nand over! 5, 086, 000 8, 577,000
Women 22222l lIIIIIIIIIIIIIIIIIIIIIII Bss 0| 716,000
TOal e enmeveenenens venvearesssensenseesossnnasn 10,041,000 | 14, 203,000 3.3
Share of money income by persons 65 and over : Peroent
1047 i7
1052 18
1053. - - 7.8
1954 - .7
19506 7.9
1956 —— 7.6

1 Boclal Becurity Bulletin, February 1004, article by Jacob Fisher.

Sources: Consus Bureau, Current Population R s, Beries P-60, No. b, tal 5;
No. 27, table 18, ' P eports, Berles , No. 5, table 10;

Our elderly population is increasing over three times as rapidly as the rest
of our adult population. The income-share of the aged group remalns static.
Since the whole group receives the same total share of income, the economie
position of the average member of the group continuously declines.

The part of the income of the aged which is made up of social security bene-
fits increased from 18.9 percent in 1947 to 80.9 percent in 1956. Conversely, the
part of thelr income made up from other resources declined from about 86 per-
cent in 1947 to about 60 percent in 1956 The ability of most Americans to
finance their old age through other meuans than our Federal social security law
is shrinking fast and steadlly. Our present social security program has failed,
not only to better the economic position of our people in old age, but it has even
falled to compensate for the constantly shrinking ability of the people otherwise
to provide for their old age., These are the facts. Drastic action on social
security legislation must be taken,

Analysis of table 18, Current Population Reports, Consumer Income, Series
P-60, No. 27, shows that in 1956 the people in the United States aged 65 and
over received an aggregate money-income of $20,255,832,000.

The Social Security Bulletin, March 1957, shows that this segment of the popu-
lation recelved $4,488,073,000 in benefits under title II of the Soclal Security
Act (see table 7). Table 10 of the same issue shows that they recelved the sum
of $1,676,874,000 in benefits under title I. Thus, they received a total of $6,165,-
847,000 In old-age benefits from the Soclal Security Act. .

Subtracting these old-age benefits from the aggregate of money-income the aged
recelved, there remains $14,000,285,000 £rom other sources.

* - #B8oclal Security Bulletin, Annual Statistical Supplement, 1955, and Social Security
Bulletin, April 1967, )
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At the average benefit-rate of &}40 per month--and assuming «s many as 12
milllon full beneficiuries a and over under H, R, 7080--they would
have recolved about $21 biflion in benefits under this bill, This would have
&r&\ig::o ‘t‘lx\:lr aggregate of money-income up to about $88 billion in 1080, as a
*In order to have been on full parity with the adult group aged 28 through 64,
they wottld have needed about $40 biltion, in 1606, bow

us, H. R. 7088 would have placed the aﬁd. asa crou?. reasonably near to
the income-standards enjoyed by the rest of the fully adult population—and, at
the same time, since virtually no person nmom{':hem would have had less than
the benefit under M., R, 7086, poverty anong this part of our people would have

been nonexistent.
Mr, Chalriman, that is specifically what H. R. 7080 Is designed to accomplish,

It provides the ways and means of accomplishing it. The prosont aystom makes
no progress toward bettering the relative-lncome position of the aged. We foel
it is no longer a matter of serious debate~~in view of the facts avallable today—
an to whether it can bo done. Rather, it is a matter of whether the Congross
actually intenda to provide decent standards of living for Americans in the latter
years of thelr lives, ’

My, Chalrman, aecompanying this presentation, I submit the memorandum
of analyais of H. R, 7080 entitled “Kxplanation of Hstimates of Monthly Beuefits
Avallable Under H. R, 7080, nnd Dencription of Data on Which Estimutes Are
Based,” for the committee’s reforence and study.

n————

EXpLANATION oF KsTIMATES OoF MONTHLY BrNErFITs Avartaste Uspxs H. R.
T088, AND Drscarerion oF DATA o WiIoR EeTIMATES Anx BAskd

H. R, T086 (the Townsend plan bill) proposes that its benefite be financed by
A tax on the groas receipts (gross income) *‘of all persona and companies, except
that all personal gross incomes up to $250 per month shall be exempt,” Because
this tax base Is so extremely broad, it would permit a low tax rate and, at the
same time, a revenue yleld high enough to carry out the purpores of the bill
This yield would closely reflect the status of the Nation's economy at any given
time, antomatically compensating for variations in both the cost of living and in
prevailing standards of living.

It wounld be a alm&ue matter to add up the gross receipts of all persons and
companies~—it such data were available. Moat existing reports, however, deal
with net rather than gross receipts, and those reports that do exist concerning
Zross receipts (gross income) tend to be rather fragmentary. For example, while
the Census Bureau's Census of Business covers retall, wholesale and service
‘businesses in the United Statea, it does not include all businesses; and there
are gaps and overlaps in the data. Thus these reports would provide only a
mintmum estimate of the proposed tax base.

Therefore, we must look elsewhere. Fortunately, data does exist from which
a maximum estimate of the tax base can be reached. Hnactment of H. R. 7088,
on the strength of the maximum estimate, would insure that the benefits would
not exceed the amounts calculated herein, _

This study is, therefore, based on the maximum approach for determining the

tax base. ‘
DATA ON WHICH MONTHLY BENEYITS UNDER H. R, 7088 OAN BE CALOULATED

Total dusincas volume

For the purposes of this study, the Nation’s volume of business {s computed
from two sets of statistics:

1. There iz the monthly report of “Debits to Deposit Accounts,” prepared by
the Foderal Reserve Board. This figure ig the total movement of money in the
country as represented by so-called checkbook money. It is the total of payments
‘'ronde by individuals and companies as reflected by the debits to the bank accounts
they maintain. While not all of these payments represent “Compensation for
‘personal services,” or proceeds from “trades, business, or commerce” or “from
the sale, transfer, or exchange of property, tangible or intangible, real or per-
sonal” (the tax base proposed in H. R. 7086)—most “debits” are of this nature.
‘When pooplé write checks, they usually do so in order to make a payment of
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some sort. The exceptions are, in an important degree, the subject of the fol-
lowing sections of this study. :

9. Thore s the monthly Federal Resorve Bulletin report showing the amount
of United Btatos currency in circulation (that is, outside the Federal Reserve
banks and the U. 8. Treasury) as of the last day of each month. We do not
know exactly how much businoss i transacted exclusively on a currency-pay-
ment basts, but the amount s obviously substantial. However, our studies, based
on previous extensive studies by Dr. John Donaldson, of George Washington
University, indicate that five times the amount of currency in circulation is 8 falr
judgment of business done with cash annuaily. Today, total business yolume

amounts to about $2.6 trilifon, Five times tho amount of cu in circulation

prosently over biliton) would make the currency-paid b volume &
ttle over $180 billion, annually, or about 6 percent of the total.

It wo muitiplied by 6 intead of 8, the total would be increased by one-ifth of

6 percent or 1.2 percent, This, in turn, would increase the tux-yield estimate by
not more than 1.2 percent. For the purposes of this study, we have adopted the
ostimate of § times the amount of currency in circulation, plus the total of debits
to deposit accounts as representing the total business volume annually,

The taa base

H. R. 7086, does not propose to use either business turnover or total transac-
tions as a tax base, It proposes a tax on gross receipts (gross income), received
s “compensation for personal services, or as proceeds from trades, businesses,
of commerce” or “from the sale, transfer or exchange of &:'oports, tsggiblo or
intangible, real or personal.” As a result, the tax base un H. R. 7086 would
be considerably smaller than the theorctical figure for total business turnover.

Following is a study of the deductions from total business volume that are es-
gential to arrive at an estimate of the yleld under the proposed tax. :

It {s important to bear in mind thut the object of this study is to estimate

the tax base on the basis of the maximum approach. ,

[ DEDUOTIONS FROM TOTAL BUSINESS VOLUME
. Tawocs

(A) Yederal revenue would not, of course, be subject to the tax under H. R.
7088. In 1087, total Federal receipts from the public were $82.1 billlon—as
reported by the Federal Reserve Bulletin for Fuebruary 1958, page 170; in 1950
they were $77.1 billion; in 1956 they were $67.8 billion. Since the defense pro-
gram implies a continued high level of spending, it is reasonable to expect no
significant lessening of this figure. The figure of $82 billion is, therefore,
deducted from total business volume to arrive at the tax base under H. R. 7086.

(B) State and local revenue : The Department of Commerce, in the July 1067
issue of the Survey of Current Business, page 13, table 8, shows that in 1956
State and local receipts totaled $34.1 billion; in 1955 $31.7 billion; in 1054 $20.1
billion. Therefore, while 1957 reports are not yet released, we adopt a figure
of $30 billion to represent State and local governments’ receipts—which would
not be taxable under H. R. 7086, ,

This glves us a deductible figure for 1957 of $117 billion.

II, Beemptions

. Section 214 of B. R. 7086 provides that the tax shall apply to the gross receipts
of all persons and companies, except that the first $250 monthly of personal
gross income shall be exempt. Analysis of table 18, Current Population Reports,
series P-60, No. 27, presenting 1036 data on the distribution of persons by age
and sex and money Income (the latest survey reported), shows that
money income under $8,000 per year ($250 per month) aggregated at least
$166 billlon. Nince this figure has been mounting steadily, year by year, hav-
ing been at about $130 billion in 1850, for example, we adopt the figure of $106
billion for the purposes of this study. .

Thus we add a deductible item of $166 billion.

. Nore~The proposed tax rate on gross income under H. R. 7086 is 2 percent.
If the personal income exemptions were not permitted, a rate of about 1.8 percent
would yleld sufficlent revenue to pay the same benefits, approximately, as are
envisioned under a 2 percent tax including the exemptions. With the lowes rate
and no exemptions, more revenue would be collected in the form of direct taxes ‘
from persons and a lttle less in the form of indirect, or price-inciuded tarzs. .

v oLt
]
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. '
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1L Bhrinkages ‘

As used in this atudy the term “shrinkuge” applies only to a lossening in the
dollar volume of business. It does not # to shrinkage in the actual produc.
tion or distribution of goods and services.

Business, obviously, must accommodate to any new systom of thxation. Thus,
ider the tax proposed in H. R. 70806, more producers would bo prone to enter
luto ugenvy contracts with tholr denlers instead of solling outright title to their
products. In such cases, the values of agents’ commissionn would become the
measure of thelr receipts instond of the total price chuarged thelr customoerw,
"l‘::gedr::t‘s& x“”{’m 9 buse of the proposed tax, such shrinkaxe must be rexarded

C) X
‘KNeonomists Dr. John Donaldeon of Qeorge Washington University in 1048
and 1044 and Dr. Harey Moorehouse of the University of Georgia In 1046,
concluded that shrinkages due to business acconmodation to the J)ropoml tax
would have amounted to about $40 billion annually in 1042 and 1044, Projecting
this estimate to the business lovels of 1967, this items conservatively hacomes
at loast $100 billlon annually.

(It must be kept in mind that shrinkage represents an intangible item, es.

peclally in view of the fact that there never has been a tax on natlonal gross

recelpts.)

Al‘lphuuxh shrinkage is represented in this study as a fuctor, It 18 not absolutely
certain that the vperation of this tax would occanston these lossenings of business
volume. However, shrinkages are probable under a national tax and thelr
probable effects muat be considered,

It we ignored shrlukage entirely, the maximum nature of the rosulting eatl.
mate of the tax base would bo beyond challenge. With total business volume
ranning at about $2.0 trillion in 1087, it ts obvious that the $100 bittlon figure
adopted to repregent shrinkage in this stmlgr amounts to only about 4 percent of
the total-—so that including it or excluding it would alter the resulting estimatos
by only that amount. The fact that some 28 years of oxperlence undor precisely
such a tax in the Hwited scope of one State’s busluess, namely, in Indlang, has
found no significant effect due to such shirinkage, indicntes clearly that it Is not
an effect which would become such an to alter needed tax rates in any radically

large way. Deductiblo item, $100 billlon.

1V, Loans, invostmani-capital and transfors

Under H. R. T086, the principal of loans and thelr repayment of the principal,
capital invested, and recovery of the Invested capital would not be subject to
taxation. Interest, dividends, and capital gains would be. So-called flow
atatistios on the total dollar-volume of loans made and repald are not avallable;
most reports deal mainly with the amounta of loans outatanding. Statistics
on the amount of new capital invested through securities are avalilable.

There are no reports which make it possible to measure the dollar volume of
simple transfura of funds by depositors from one account to another as n mattor
of business convenience. Appendix A of this study fncludes suflicient flow data
to show that the minimum allowancg we can make reasonabdly to represent these

factors is $208 billion annually as of 1057,

V. Miscellancous

There are numerous other receipts that would not be taxable under H, R,
7088, but they are not go reported that they can be segregated and measured.
For example, there are sums pald as fnsurance claims and the receiptas of non.
profit organizations and trust funds which would be exempt. In 1858, employers
alone paid some $5.7 billion into private pension and welfare funds, to say
nothing of employees’ contributions and the issue by such funds of nontaxable
benefit payments. (See Survey of Current Business, July 1857, p. 22, table 34.)
These additional items indicate even more forcibly the maximum nature of the

estimates in this study. -

All things considered, under the tax proposed in H. R. 7086 the net tax base
would have been at least $380 billion less, in 1957, than the tutal of debits to
deposit accounts plus § times the amount of currency in circulation. :

CONCLUSION _

Yor the of measuring the performance of the am advocated by
R. mm year 1957, this study will employ the m of $589 billion to
the total of items deductible from the sum of debits to deposit accounts

pies 5 times the amount of money in circulation. This will provide the estimate
thenext tax base: o ‘ ,

"
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D‘blu w d.m.lt ‘m"nuaOthpﬂ..uu-&dﬂhnhuaauﬁun.uaﬂ'luni
8 timos money in circulution. . nmn oy o ‘l’g: ggg: %: %
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Bubtracting $580,000,000,000, the total of deductible items..... §1, 022, 748, 000,000

Since 11, R, 7080 grovlden for operation on & monthly basis---not on an annual
banis—the annunl figure above reduces to an uverage, monthly figure of $160
billlon—the net oporating tax base, Thus, the average monthly revenue st the
fully matured 2-percont tax rato ptovida(i for in H, R. 1086 would huve been
za.:l billion in 1087, 'This iy the whole fund which the Government would be
andling on the pay-as-you-go basls underlyl +» K. T086-—collecting the money

monthly and disbursing it monthly in its entirety,
ADMINISTBATIVE CONTS

In tho calendar year 1067, as set forth in the Moclal Hecurity Bulletln for
Murch 1008, the administrative costs for the old-nge and survivors and dis-
?mltg )huux'anco program for the yeur 1087 totaled over $161 million, (Nee

0.

The cost of administration of old-ago assistance in 1008, was just over $09
indilfon, (Bee Bouclal Becurity Dulletin, Annual Statistical Supplemont 1056,
tablos 88 and 01.) '

The total cost of administering old-age survivors and disabliity insurance and
old-ago asslutance, thorefore, is nt lonst $200 million annuatly,

It in estimated, for the Iwurposm of this study, that the cost of administering
the program proposed in 11, I, 7086 would, in no case, exceed that of administer-
Ing the above programs, or a maximum of $260 million annually. This would
i‘:’"i’z"%s ao considerably less than 1 percont of the revenue provided for by

1. R. 7088 proposes the simplest possible program to administer. There would
be no complex processing of wage and employment records of individuals, There
would be no need of speclul personnel to determine the amounts of individual
henefits, sinco all rec:‘pionts would recelve equal bnehts; and it would only be
In respect to specific deductions, not the calculation of the benefits themselves,
that administrative procedure would become involved.

Beneflclaries would be required only to show proof of age, retirement, widow-
hood with responsibllity for minors, belng orphaned, or disabled—as the case

might be—to eatablish oligibility.
it seems clear that the cost of administering

In view of these considerations
old-age, widows’, and children's i»enoﬂtu tinder H, R, 7086 could not possibly
bo a# much as the 1057 cost of administering old-age survivors and disability

Insurance. Due to the shinplicity of eligibility requirements and the ellmination
of the present procedures in connection with maintaining lifotime wage and
employment records of ull workers—the reality would be that it would cost
considerably less, This conslderation s all the more attractive when it is
realized that, under 11, R. 7080, far higher benefits would be provided for very
many more beneficiaries than under the present system,

In additlon to old-age, widows', and children's benefits, there would be dis-
ability benefits under H. R, 7080. As will be shown later, it I8 estimated that
there will be between 2 and 2.4 milllon disabled beneficlaries,

The cost of administering the disability provisions under H. R, 7086 cannot
properly be coxngnred to the cost of administering aid to the totally and
permunently disabled under the present soclal-security system. The differences
between tt:he two programs, from the point of view of administrative costs,
are great.

A disabled person would have exactly the same benefit under the Townsend
bill as any other adult beneficlary. This would be a direct, Federal payment
with no local or State funds and their additional administration being involved,
a8 they are involved under the present system of aid to the disabled.

The comg!:xitles of means tests and similar requirements are eliminated
under the Townsend plan bill, In the present system of public assistance,
costly Investigation of the resources of each applicant is required. Its absence
under the Townsend bill invalidates any comparison with the cost of administer-
ing the present program of aid to the disabled. ‘
 The present program of aild to the blind also involves administration of
Federal, State, and local funds, plus the cost of investigating the resources of
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oach beneficlary, plus perlodic verification, Under H, R. 7086, the blind would
be included with the disabled, and State and local funds plus means.test pro-
cedures would be eliminated,

For the following reasons, we have asstimed, for the purposes of thin study,
that the cost of admmlaterlnf the present program of old-age assistance would
npgroxtmato the cost of administering the disability provisions of H. R, 7080:

* Firet, the number of beneficlaries undor old-ago assistance is comparable
to, although probably a Httle lnﬂwr than, the number of disabled beneficinries
reasonably to be ex under H, R, 7080,

Second, while the determination of disability would be required under
H. R. 7080, determination of the resources or need of reciplents would not.
It is concoded that, in some cases, the determination of disability is more
involved and costly than investigation of an Individual's resources, but it is
equally true that many cases of disability are obvious, while ‘need” must be
certifiod in every old-age-nssistance cnse. Thuw, the cost of determining dis-
ability under the Townsgend bill and that of determining need under old-age
amslatance must be deemed to be comparable.

Then there Is the fact that old-age assistance requires the administration of
Yederal, Btate, and local funds, while the Townsend bill requires only the direct
Federal payment of substautinlly the same benefit to each beneficlary each
month. Old-age assistance also requires, in addition to the payment of end-
lessly varying amounts to individuals, the perlodie redotermination or verification
of the continuance of necd—with need and, hence, payments frequently varying
even in the individual cases.

‘When all these factors are considered, it appears perfectly reasonable to use
the coast of administering old-age assistance as an ample estlmate of the cost
of adminiatering the disability provisions of H, R, 7080,

¥or not more than the cost of administering the prosent programs of insur-
ance under title II and of title I of the Soclal Becurity Act, H. R. 7088 would
administer benefits averaging more than twice as much for at least twice as
many people as all present programs put together (old-age assistance, ald to the
blind, aid to dependent children, aid to the disabled, and title II).

ESTIMATES OF NUMBER OF BENEFIOIARIES

Although Census Bureau studies of income distribution do not classify the
population by age in terms of 8-year groups, the reports do deal with such
broader classifications as persons 88 to 64 and those 68 and over. There are no
intermediate statistics, for example, on income distribution among people aged
B8 to 80, or 60 to G4. Thus, it is statistically not possible to assess the income
levels of the group over 60 but not yet 60.

Census reports show there are about 22 million persons aged 60 and over in
the United States. In times of high employment, many people, of course, would
not elect to apply for benefits in their earlier years of eligibility in view of
opportunities to continue in occupations providing them better incomes than
they would enfoy if they then retired. This would be particularly true of men;
especially in view of the fact that, under H. R. 7086, wives' benefits would equai
and would be in no respect dependent upon their husbands’. For the purposes
of this study, we estimate that about 16.5 million persons aged 60 and over
would retire under the provisions of H. R. 7086. Under the provisions of sec-
tion 208 of H. R, 7086, some persons would not be reciplents of full benefits
becaunse of earnings. The actual number of persons receiving benefits would,
doubtless, be greater than the above 16.8 million (but, when balanced against
the nuniber who would, under section 208, be partial beneficiaries, it seems that
16.5 million full beneficiaries would equal the total of all old-age beneficiaries).
But it is ohvious that the number who would actually be partial beneficiaries
due to the operation of section 206 of H. R. 7086 would result in all of them
being the equivalent of the approximately 16.5 million full beneficlaries postu-
lated above.

There seems no reason to revise previous estimates of the number of widows
with dependent children—since this segment of our population does not seem
to be increasing in any notable degree. Analvsis of tables 4 and 5 on pages 12
and 18 of Current Population Reports, Household and Family Characteristics,
April 1953, serles P-20, No. 53, dated April 11, 1954, shows: :

~ . (1) 1,528,000 families having female heads with children of their own

under 18 years of age..
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ﬁs) 1,008,000 families baving heads of either sex aged 58 through 64 with
children of thelr own under 18,
(a) 076,000 families with husband and wife both living with heads
aged 560 through 64 with children of their own under 18,
b) Therefore, there are 120,000 single-parent families with heads
88 through 64 with thelr own children under 18,

H. R, 70806 grants female family heads with dependent children benefits until
these women become 00. At that point, such women would become eligible for
benefits by reason of age, The number of women family heads past 60 with de.
pendent minor children must be subtracted from the total figure revealed by
table 4; namely, 1,620,000. Buch persons would recelve benefits by reason of re-
tm‘x}:ent ago rather than by reason of being female family heads with dependent
children,

As noted, there are some 120,000 singlo-parent families (with heads of both
aexen?, aged 60 through 64, having thelr own children under 18, The data does
not distinguish between sexes. However, women are more often left with chil.
dren than men. We have made the arbitrary assumption that 60 percent of the
120,000 are women and 40 percent men; 60 percent of 120,000 Is 72,000,

Since the lkelihood of childbeariug declines as age advances, we can reason-
ably assume that only about 80 percent of the women aged 58 through 64 having
chlldren of their own under 18 are over 60 ; 80 percent percent of 72,000 is 21,600.
These 21,600 should be subtracted from the 1,620,000 tamilies with fewusle hesds
and dependont children under 18, This leaves 1,604,400,

Table § shows there are 282,000 families having heads (both ssxes) aged 65
and over and having children of thelr own under 18; that 192,000 are husband-
wife famillos, Therefore, there are about 40,000 single parent families among
them. Assuming 60 gercent of these to be women parents, we have 24,000 women
aged 68 and over who are heads of single-parent families having children of
thelr own under 18,

Since these 24,000 women would be eligible for benefits under H, R. 7086 by
reason of retirement age, they should be subtracted from the 1,504,000 leaving
1,480,400, under the nge of €0 who would qualify for benefits under H, R. 708¢

- a8 female tamily heads with dependent children under 18,

Obvlously, many of these women would not elect to recelve benefits becanse
of gainful employment at good wages and salarles, For the purpouse of this
study, we have assumed that 25 percent of these otherwise eligible women would
not qualify themselves, This leaves us with a final figure of 1,110,400 women to
be expected as probable beneficlaries by virtue of being female heads of families
and having dependent minor children.

. Again, while the operation of section 206 of H. R. 7086 would probably result

in the number of women on the rolls being larger than the above 1,110,000, yet,

t)tl:’eyﬂmllnoulld not equal more than many full (as distinguished from partial)
neflciarles. ‘

Although specific data on the disabled are not available, the Annual Report of
the Federal Security Agency, 1082, on page 80, states: “It is estimated that,
among our civillan population of working age, approximately 2 million people
have total disabilitles that have lasted more than 6 months., (This figure takes
no account of the large number of disabled people among the 1.2 milljon inmates
of institutions of various kinds.) Among those aged 55 through 64, probably
every 16th person is totally disabled.”

Therefore, an estimate of between 2 million and 2.4 million persons seems
reasonably to indicate the number of disabled beneficiaries to be expected. While
the operation of section 208 might, theoretically, bring all genuinely disabled peo-
ple on the rolls, its effect would be to render many of them partial beneficisries
as the result of that same provision. In terms of an estimate of total bene-
ficlaries, therefore, the above 2 million to 2.4 million seems the likelihood.

Child beneficlaries under H. R. 7086 must be estimated on the basis of, first,
the above estimate of female heads of families with dependent children and,
second, the approximate ratio between familles invoived and the number of
child beneficiaries under the present programs of insurance and public assist-
ance. Table § of the last (May 1958) issue of the Social Security Bulletin shows
808,400 mother beneficiaries under OASI and 1,360,000 children. This is a ratio
of 4.5 to 1. ' Table 14 shows there to be 690,000 families involved in aid to depend-
ent children along with 1,081,000 children. This is a ratio of 8 to 1.

In the case of the insurance program, it seems obvious that ' are children
eligible for survivors benefits while their mothers may not . In the ‘case

- of the public assistance program, it is to be realized that the children aided may
be in families in which needs-test standards preciude aid to the parents.
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1 Sherefore & ratic of 8.8 to 1 seenis to bo close to the reality-iti-tetms of the

number of chlldren, on the average, to be expected per female family head ander

5;?. % This would mean between 8.3 million and 4 million child beneficiaries
or H. R, 7088, :

. 8inoe child beneficiaries would roceive one-third of the prevatling adult benefit

these child-beneficlaries would add up to between 1 mitllon and 18 wmililon full

gb’nldiﬂu. “ | 7
! , ' Bummary Mithion
Old beneficiaries ———— 160.8
-Disa beneficiaries. - 2.2
Female heads of families.... - 1.1
Full bepefit units via chiliven (times 8 for persons)...... - 1.2

Total, full, primary benefits —a— - . 21,0

" Oalonlations of denafits

The following calculation of satimated benefits is based on the foregoing
analysis. Tho estimated monthly revenue yleld from the 2 percent gross Income
tax posed in H. R. 7088, minus the estimated cost of adminiatratton, is pro-
ratod among the probable number of full benefits, Children's benefits, of course,
would bé one-third of the resulting figure; and partinl benefits due to other
gomvlulom of the bill, as previously explained, are included as making up the

tal equivalent of about 21 million full benefits,

The net tax base, $1.0 tritlion divided by 12, since the Pro.g‘am operates on a
monthly baasis, amounts to $160 billlon; 2 percent of $160 billlon equals $3.2
billion, the average monthly gross revenue,

Administrative coats, averaging about $21 million monthly, should be sub.
tracted from monthly gross revenue, leaving $3.170 billion to be distribluted as

ta!

$3.179 billion divided by 21 million equals an average monthly, full benetit-rate
of $151 in 1087,

If the number of beneficiaries be varied, up or down, by 1 million, the resulting
benefit rate would vary inversely by slightly less than 8 percent.

It we assumed 20 million full benefits, the resulting rate would be $158 a month,

If we assume 22 million the benefit rate would be §140 a month,

It we assume 24 million the benefit rate would be $132 a month.

It 18 of the utmost importance to remember that this study is based on the max-
fmuin approach as emphasized at the outset.

It is of equally vital importance to bear in mind that this program would in-
volve no extensive, over-the-years-and-decades accumulation of funds-—but that
the Government would collect the revenue monthly and disburse it monthly in
its entirety, with the exception of that insignificant part needed for administra-

tive expenses.

Areanpix A—DarA REXATIVE TO Au.?vms or Monxy LoANED IN TEHE UNIT
TATES .

1. Value of new construction, 1967 (source : Survey of Current
Business, Department of Commerce, February 1958, p.
§-7) $47, 255, 000, 000
There are no direct, flow statistics on loans in the con-
struction indastry. Therefore, conclusions are & matter
of judgment. It is clearly an area of business of great
magnitude which should be represented in this study.
With no guarrel as to anyone else's opinion that it should
be greater or less, it 18 here assumed that in the total
course of business procedure in the construction industry ,
at Jeast one-half of the total value of the construction '
represents money borrowed 28, 627, 500, 000
* I1. New nonfarm mortgages ($20,000 and under), estimated
total, 1957 (source: Survey of Current Bus.ness, Feb- e
ruary 1968, p. 8-8) : 24, 248, 000, 000
IIL Installment credit extended, 1957 (source: Survey of Cur- : -
42, 438, 000, 000

‘rent Business, February 1058, p. 8-17) :
R A xwmp:rium‘té’lﬁug;?‘t ggg;‘ce‘ Survey of 12. 270, 000, 000
' TUATY 1008, v 3~1P) v nnccnnnn s J

t
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Loanw, in their effect as part of the total volume of business, are:
affair, :ﬁat is, they are nof only being made, but they are :luo belz ”$ﬂ.
Therefore, in the theoretical long run, double the figure of loans made would

roperly represent the dollar value of loans made and repaid, This would
i kst e i 5 4 coe o i o 4 SOoec O i
o o from niness vo cournd o s study’s approach to the

Senator Lona. Next is Mr, John N, Taylor, National Federation
of the Blind, yion

You may proceed.

STATEMENT OF JOEN N. TAYLOR, REPRESENTING THE NATIONAJ,
FEDERATION OF THE BLIND

Mr. Tavror. Mr, Chairman, may I first identify myself for the

record.

My name is John Taylor, and I wish to Ermnt a summary of a state-
ment prepared bK Dr. Jacobus tenBroek, president of the National
Federation of the Blind. anortunateiy, Dr. tenBroek was not
able to be here today, and again unfortunately, neither have the ink
print copies of the statement arrived.

I wish, however, to request that the statement be included in the
record and I will deliver copies to this committee.

Senator LoNa, That will be done.

Mr, Tayror. H, R, 18549 which is presently before this committee
provides for a 2-year extension of special legislation previously en-
ac:ad with respect to aid to the blind programs in Missouri and Penn-
sylvania.

yWe believe that this extension is a step in the right direction, but
that it does not go nearly far enough. We therefore respectiully
urﬁthis committee to provide a permanent solution to this problem.
is can be accomplished by amending the bill to provide that a
State Klan for aid to the blind may use a more liberal means test
than that presently in effect without loss of Federal funds and, also,
without increase in Federal funds. o ) )

The independentcﬁrograms for aid to the blind in both Missouri and
Pennsylvania, which have been in Oﬂeration since before the passage
of the Federal Social Security Act have been held to be out of con-
formity with the means test reguirements of the Federal act. Only
by grace of special legislation first enacted in 1950 and snbsequently
extended twice have the two States been permitted temporarily to
retain their separate public assistance plans._ L.

The present expiration date of the special legislation is June 30
19569, ’i’he .expiration date of the extension contained in the bill

before your committee is June 30, 1961,

Tt will be evident that the repeated postponement over nearly a
decade of any systematic attempt to solve this problem has created a
dilerama both or the organized blind and for the two States con-
cerned. Congress has consistently declined to consider a permanent
solution toward the close of its sessions, and near the expiration of the
extension periods on the ground of lack of time for proper studg;n

On the other hand, Congress has refused to take up the problem at
an earlier period on the ground of lack of urgency. )

Accordingly, we are constantly in a dilemma. We ‘hope that this

time your.committee will solve this problem and solve it once and for

all.
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Long-range plaxminﬁ of any kind on the part of the States con-
cerned with respect to their public-assistance programs for the blind
has been rendered impossible, It should be recognized that when the
proposed extension of the Missouri-Pennsylyania programs has ex-
pired, nothing will have been changed, and the States will be no
closer to a solution of their problem, We believe, therefore, that thore
.18 no reason whatsoever in terms either of policy or experience to

grant only a stopgap reprieve to the two States rather than to pro-
vide a permuanent and long-range solution to the public-assistance
problem which affects their programs of aid to the blind.

Before describing how such a permanent solution to that problem
may be implemented in the present bill, let me take a moment to ex-
plain the nature of the problem itsolf, )

Under the special legislation which is presently in effect, the Fed-
eral Government furnishes participating funds only for those blind

rsons who can meet the present rigid requirements of the Federal
aw.

The remaining eligible blind people of Missouri and Pennsylvania
receive aid entirely from State funds. .

It is an ironic comment upon the attitude of the Federal adminis-
trators that the ver{;o_feutures of the Pennsylvania-Missouri plans
which lead to their boing held out of conformity with the Federal
act are exactly those most conducive to fulfillment of the self-care and
self-support purposes written into the act by the 1056 Social Sccurity
Amendments.

The origin of the so-called Missouri-Pennsylvania Froblem goes
back to about 1050 when the Federal officials informed the two States
that they could not receive Federal money for their fedemléy eligible
blind aid cases if thoy continued to maintain these wholly State sup-
-ported programs for federally ineligible cases. ) )

The special legislation émssed by Congress in 1950, since twice ex-
tended and now proposed to be extended again in H. R, 13549 has
forestalled the enforcement of this Federal decree temporarily.

We believe that the fairest and most feasible solution to the
Missouri-Pennsylvanig{problam is to add a sentence to clause (8) of
section 1002 (a), title X, of the Social Security Act which would read

as follows:

A State plan for aid to the blind shall not be required to meet the require-
ments of clause (8) if, in lieu thereof, it provides that the State agency in de-
termining need, shall take into consideration less of the other income and re-
sources of the individual claiming aid to the blind than would be required to
- be considered-under clause (8) or shall disregard more than the first $30 per
month earned income, or that the State agency shall pay a fixed sum to all in-
dividuals eligible for aid to the blind; but payments under section 1008 shall
be made in the case of any such plan only with respect to expenditures there-
under which would be included as expenditures for the purposes of section 1008
it the plan met the requirements of clause (8).

This groposal would make possible several positive accomplish-
ments. It would restore a vital right of the States—the right to make
their own decision whether or not to establish and sug ort entirely
from State funds a more liberal program of aid to the blind than the
Federal Government chooses to allow. C K
. It would preclude Federal interference with wholly State-supported
programs for the blind on the ground ¢hat they are too liberal, thus
'permitting the States to experiment with various plans and to go as
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f?tr ax tthey wish beyond the minimum standards of the Social Secu-’
rity Act, - :
gtill more important, the proposed legislation would afirmatively
carry out the purgosea of self-support and rehabilitation which have
always been held by Congress to be & part of public assistance by en-
abling more blind persons to make their way off the relief rolls, to put
their productive years to maximum use and thereby to become more
useful citizens and contributing members of their community.

, Finally, it should be plainly stated and clearly understood that -
since by the provisions of this measure the Federal (overnment would
only provide participating funds for those individuals who would
qualify under the present strict Federal definition of need, the plan
coul;l not possibly increase by 1 cent the cost to the Federal Govern-
ment, ' '

It would in fact, provide, in time, a real financial benefit to the
Federal GGovernment throu?h the increased productivity of those per-
sons stimulated to become se) f-supportinﬁ.

There are other respects in which H. R. 13549 requires implementa-
tion. It calls for change in the matching formula providing addi-
tional Federal money to all States for their blind-aid programs,

While this is a_desirable improvement, a change in the Federal
formula which makes possible more adequate financial provisions for
the needy blind is not enou;ﬁl. )

Congress should now take affirmative steps to require the Federal
officials to carry out and implement the constructive purgoeea under-
}yi;l mt;he self-care and self-support amendments enacted by Congress
,n g K

Unfortunately, the clear commitment of Congress to the new con-
structive purposes of self-support and self-care has not been shared
by the Department of Health, Education, and Welfare in its adminis-
tration of public assistance under theamended law, )

In g'l,ain fact, these objectives have been permitted to languish or
have frittered away through deliberate inattention.

The administration has chosen to interpret the new language of self-
support and self-care in its very narrowest possible sense as involving
no more than the provision of certain limited services and accordingly
it has done nothing to implement the amendments other than share in
the expense of expanding staffs of State agencies.

All other devices and forms of implementation which are within
the Kurposes and provisions of the law have been rejected or ignored.

The more imdportant and constructive of such proposals, adoption of
which would do-much to fulfi]l the self-support purposes of pubiic
assistance for the blind, are those which would do, (1) provide for sn
increased exemption of earnings for all blind recipients of aid to the
blind and, (2) provide that every blind recipient who has a reasonable
plan for self-support may utilize all his property and resources in the
process of carrym%;;ut that plan. .

Mr. Chairman, in view of the fact that this committee has other
witnesses, I believe that I would appreciate only the op i
to recommend that the committee seriously consider the wriften state-
ment which I will submit to the committee, and allow me to express

“my appreciation and the appreciation of the National Federation of

20748--68——106
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the Blind, and its members throughout the Nation for this opportunity
to ;&pear at this late date in the session. SELEA
. We. respectfully. urge your serious consideration of our. recom-
mendations, and particularly our recommendations with regard to a
permanent solution to.the Pennsylvania-Missouri problem which has
Wd us and has required.a considerable amount of your effort over
:] mwﬁ‘ B T T Y SN B NY S PI SRR aat R S
Senator I.ona, Thank you very much, Mr, Taylor, .. -
.. {The prepared statement follows:) - = : SN

HTATEMENT OF THE NATIONAL FEDKRATION OF THE BLIND BEVORS THE COMMITTEE

... 0% FiNAncE or THE UNiTED BTATES BENATE, Aucust 8, 1608
Submitted by Prof. Jacobus tenBroek, president, National Federation of the
Blind, Berkeley, Calif, o

" Mr,'Chairman and members 6f the committee, H. R. 18540, which is presently
before this committee, provides for a.2-year exteusion of special legislation
previously enacted with respect to aid-to-the-blind programs in Missourl and
Peunsylvania. We belleve that this extension is & step in the right direction, but
that it does not go nearly far enough.” We therefore respectfully urge this com-
mittee to provide a permanent solution to the problem. is can be accomplished
by amending the biil to provide that a State plan for aid to the blind may use a
more. liberal means test than that presently in effect, without loss of Federal
funds and, also, without increase in Federal funds. = - o
The independent programs of aid to the blind in both Missouri and Pennsyl-
mlu. which have been in operation since before the passage of the Federal
ial Security Act, have been held to be out of vonformity with the means-test
requirements: of the Federal act. Only by grace of special legislation . first
enacted jn 1950, and subsequently extended twice, have the two States been per-
mitted temporarily to retain their separate public-assistance plans. The present
expiration date of the speclal legislation is June 80, 1950; the expl;g;loxi date
of the extensfon contained in the bill before your committee is June 80, 1661.
+ It will be evident that the repeated postponement over nearly a decade of
any systematic attempt to solve this problem has created a dilemma for the
blind, the State legislators and the State welfare departments concerned, Con-
gress has consistently declined to consider a permanent solution toward the close
of its sessions, and near the expiration of the extension period, on the ground of
lack of time for proper study; on the other hand, Congress has refused to take
up the problem at an earlier perlod, on the ground of lack of urgency. Acgord.
1y, we are constantly in a dilemma.. We hope that, at this time, your com-
mittee will solve this dilemmaq for us. =~ . , )
Long-range planning of any kind on the part of the States concerned, with res
spect to their public-assistance programs for the blind, has been rendered im-
possible. It should be recognized that when the proposed extension of the Mis-
souri-Pennsylvania programs has expired, nothing will have been changed and
the States will be no closer to a solution of their problem. - We believe, there-
fore, that there is no reason whatever, in tering either of policy or experience,
for Congress to grant only a stopgap reprieve to the two States rather than to
provide a permanent and long-range solution. - O
. Before describing how such. a permanent solution to the problem may he im-
plegxlented in the pending bill, let me take a moment to explain the nature of the
problem. T _— ‘ v o /
" Under the 'speclal’ legislation which {s presently in effect, the Federal: Gov-
ernment furnishes' participating funds only for those blind. persons who  can
meet the rigid requirements of the Federal law.: The remaining eligible blind
people of Missourl and Pennsylvania recejve aid entirely from State funds: . It
is an ironic comment upon the attitude of the Federal administrators that the
very features of the Missour! and Pennsylvania ‘plans which led to thefi being
held out of conformity with the Federal Act'are exactly those most:conducive
to fulfiliment of the self-support and self-care purposes written into the dot by the
;ggﬁ Social Security Amendments. ; The main. featnres of  these plans are as
ows : . b : o B

1
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Minsouri hns two separate plans of aid to the blind, one of which is financed
entirely by State money and provides for those blind individuals who meet the
eligibility requirements of the State law but do not meet the stricter require.
nments of the Federal law,” The other Missourf plan ls uu&»rarted by both Ped.
eral and: Stite participating funds and covers only those individuals who qualify
according to the rentrictive Federal definition of nepd. Unlike Missour, Penn.
sylvania has a single plan of aid to the blind, but those reciplents who are eligible
for' Federal assistance and those who are ineligible are separated as a bookkeep-
fng transaction, In both States a fixed uniform grant of §60 per month in pald
to ench ' blind roeiplent, as opposed to the variable individual payments under
the Federal law. In both Btates, 8lso, exemptions of earnings and property are
more liberal than vnder the Federal atatute : In Missouri a blind person may earn
up to-$175 per month, and in Pennsylvania up to $148.83, while remaining eligi-
ble for the full amount of the State pension. This is in contrast to the maxi.
g&m‘ olt 13150 per month required to be treated as exempt earnings under the

eral law, o .

The origin of the so-called Missour{-Pennsylvania. problem goes back to
aboyt 1060, when the Federnl officials informed the two States that they could
not recelve Federul money for federaily eligible blind ald cases if they con~
tinued to maintain thelr wholly State-supported programes for federally ineligible
enses, 'The'Bpeclal leglslation. passed by Congress fn 1950, which has since
been twice extended and now i sought to he extended again by H. R, 18540, has
tprestaned'the enforcement of this Faderal decree temporarily.

This, then, I8 the Missourl-Pennsylvania problemm, How may it be solved
perinanently? We belleve that the fairest and most feasihle solutton is to add
n single sentence to clause (8) of section 1002 (a) of title X of the Soclal
Secufity Ad¢t. Following the language of H, R. 12260, introduced during the
?vresﬁ;xt so;slon by Representative Thomas B, Curtis of Missouri, the sentence

ould read: . . . C
YA State plan for.aid to the blind shall not be required to meet the require-
ments of clause (8) if, In leu thereof, it provides that the State agency, in
determining need, shall take Into consideration less of the other income and
resources of the Individual claiming aid to the blind than would be required
to he’ considered under clause (8) or shall disregard more than the first $50.
per month of earned Income, or that the State agency shall pay a fixed sum
to all IndividuRrls eligible for aid to the blind; but payments under scction 1003
shall hé niade, in the case of any such plan, only with respect to expenditures
thereunder which would he included as expenditures for the purposes of section.
1008 if the plan met the requirements of clause (8).”

In substance this s)roposal would preserve to all the. States thelr right to

provide improved welfare programs for the blind financed wholly from State:
funds. It would permit Missourl and Pennsylvania to retain their distinctive
aid plans, and would allow other States to adopt slmjlar programs if they so
choose, More specifically, the proposal would continue to measure by present:
standards the amount of each State's Federal grant, and do so on identical.
terms to all States, The definition of the. means test cpntained in clause:(8).
of section'1002 (a) of the act would apply to all States for the purpose_of;
determining the part of any State's expenditures that would be covered by the
Federal ‘grant. ‘ . ,
' However, this formula would impose upon the States no limitation or require-
ment on the permissible exceptions from the means test in the direction of
greater liberality, in order to retain a title X Federal grant for federaily.
eligible cases. But to prevent any attempt at circumventing the minimum-
standards of the Federal program by transferring reciplents to a much less
adequate State program, States would be permitted to Increase but not to
decrease the extent to which the recipients’ earnings, income, or other resources
may be excépted from the means test. T o : .

-This proposal would make possible several positive accomplishments. It would.
restore a vital right of the States—the right to make their own decision whether
or not to establish and su‘fport entirely from their own funds a more liberal
program of aid to the blind than the Federal Government chooses to allow. It.
would preclude Federal Interference with wholly State-supported programs for
the biind on the ground that they are too liberal, thus permitting the States to
experiment’ with various plans and to go as far as they wish beyond the mini-

mun standards of the Bocial Security Act. Still more Important, the proposed:
of self-support and re-

legisigtion would' afifmatively carry out the p



222 BOCIAL REQURITY

habliitation which have alwo{u been held by Congress to be a part of publie as-

muuoo‘ by m\mmf more biind personn to wrke thelr wiy off the rellef rolls,

to put thelr productive years to maximum vse, and thereby to becowe wore uses
ful citiwenn uud mmbuunf members of thelr community.

“Fnally, (¢ should be plainly stated and clearly understood that uluoo‘dby the

vialond of thin measure, the Foderal aavegxmnt would only provide par

ting tunda for those individunln who would quaiity under the present strict

oral definition of “need,” the plan conld no; posaibly incrense by 1 cent the

tost to the Federal Government, It would, In fact, provide, in time, a financial

beuefit to the Federal Government through the increased productivity of thowe

perwunag stimulated to e solf-au ‘»{wrt g

Furthermore, the legisintion would bring the Federal ruling wltwm’ot to
the Pennaylvania and Mlasourl &mumm tnto allnement with other Federal rul.
| The Btate uf Qolorado, for sxample, has an old-age-asslvtance Promm
which provides for eligibllity at age 00 lustoad of age I aw requived by the
Federal atandards, with Anancing provided solely by the Htate with respect to
wll thowe betweon 60 and 63, Nevertheless, Colovado’s program for the
above 65 has recelved the approval of the Federal adminiatrators, In QOalifornla,
there are no loas than four groups of veciplents of publie asslatance in whose
payments the Federal Government does not share! Reciplenta of ald to partially
selfwupporting blind; reciplenta of aid to needy children in boarding homen
and inatitutiona; reciplenta of ald to needy children in the so.called mismane.
uﬂvwont cames in which ald 1a pald in kind or undor restvictlons: and aged.and
bind recipients of aid who are patients in institutiona for the mentally fil.
The firat group are ineligible for oral fundas because the income and property
conditionn of eligibility for the State program are too generous; the sscond, be.
cauee the children involved are not being caved for in thelr own homer and by
relatives of a apecified degree of closonesa; the third, because Anslstance Is not
in the form of an unreatricted money paymeont tho fourth, because of a spocifio
exclusionary proviaion in the Mederal Social Security Act. The public-ansiat.
ance payments made to these various recipients ave, thorefore, derived ontively
from State and county sources, Nevertholeas, deapite the presence in Oalifornia
of these total Statmnrportm\ public-asalstance progvams for federally Ine
eligible cares, the Federal officiala have not--as they have with reapect to Mis.
souri and Pennaylvania—held the State out of conformity with the requiremonts
for Federal funds with reapect to federally eligible reciplents, On the con-
trary, Federal officials have given the federally nollﬁlbla programs in Oalifor-
nia their active, it not expreas, support by allowing them to be Included within
the new State-Federal medical-care program for public-assistance reciplents.

For the reasona given above, we urge that thls committee amend H, R. 13040
to provide a permanent and just solution to the very real problem which has been
created for the blind peopte of Missouri and Pennaylvania,

It shounld be noted that the officiala of the Department of Health, Rducation,
and Welfare are opposed to thia permanent solution of the Missourl-Pennsylvania
problem. That opposition has received its most recent expression in a letter to
the chairman of the House Ways and Means Committee from the SBecretary of
the Department. The basis given by the Secretary for hia position is that the
proposed aotution, in effect, provides a permanent Federal subsidy to the federally
{neagidie State programs.  Since this argument is so remarkable that it may not
de believed that the Secretary would make it, it would, perhaps, be well to quote
the exact language of the letter. If the proposed legislation should be enacted, the
lJetter states, “the Federal Governmeunt would be, in effect, subsidising and sup-
porting pension programs for the blind ou a permanent basis In the States
that now have such, or in any State that aubsequently wishes to establish one.
The sabsidy and support come about because the only way State pension pro-
grams for the blind cen be maintained alongside of, or as an adjunct to, an ald-
to-the-blind program under title X, without a considerable expenditure of State
funds, is by diverting for Federal financial participation those cases in their

programs which meet the income-and-resources requirement under the

Federal act” ,

"How canm it be sald that the Federal Government ia “subsidising and sup-
porting” State programs when the Federal contribution is limited strictly to
Gose cases which are eligible under the Federal act? Not one penny more is paid.
eut by the Federal Government than would be the case if the State had no other.
program of its own. Not even the Department of Health, Education, and Wel-.
fare, be it noted, is able to maintain that the Federal Government bears any part’
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of the actunl coat of the Missourl and Pennwylvania Btate programw, WHhat Is
umwd‘ rather, In that, without Federal particlpation in the federslly eligible
canos, the Btnte would, perforce, need to spend more money on it blind pro-
ram—und that, mvaur(imgly, In thin pecultar souse, the Federal Government Is
ndirectly supporting the independent and dintinetive nctivitios of the Rtate, It
should bo lmmedintaly clenr that, by this logle, the Vederal Government 18 equally
supporting nll Btnte programe nnd servicos, in every fleld of activity, whenover
it 'cnntrumten to one wuch program through joint Federal-Ktate ngresment.

The attitude of the Federnl Dopartment of Henlth, Kducation, and Welfare |
in thin partienlar, an tn others, In eharp conteast to that of the Honse Ways an
Monnw Uommittoe aw sot forth in the committes report aceompanying H, R,
0, The veport conniatently emphaslses the dentenbility of leaving to the
Ntates, ns «m}mm‘d to tho Federal Government, broad Iatitnde of digerotion and
choten In the tmplementation of the public-ussistance provisfons of the bill, Thus,
the roport stntew, for example, that, by ono of its proposed rhiunges, n Hiate
may doclde the oxtent to which it wislew to pay tor medieal enre by giving the
roeiplent money to pny for his own carg or by making }mynmmt in hin behuilt
to the vondor of medlenl cara,  Kimilarly, another provision of the Wl “wonld
enablo the Ktutes to incranso the puyments to fndividunls recesiving ald as needed
or to glvo asslstance to additional needy poople,” In other words, the Btate's
rluht to exercise its cholee fn the ndministeation of ita publie-ussistance programs
In given dellhernte and unmistakable emphanis,  Yet, undor the Federal policy
with venpoet to the Missourl-Pennsylvania plang, this sume right of cholee and
option s eategorienlly vofused by the Federnl administrators--ecven where a
ﬂtu:n‘ lin tn‘uppurtmg a program entirely from it own funds and without Federal
conteibution,

Quite asldo from this fundamentn! question raised by the policy of the Federal
Department, the Recretury's Jotter migconcaives the nnture of the Missouri-Penn-
n\vlvunlu programu and minstates the purpose of the Pmpmed Federal leginlation,
The proposod legislation, It 1s snid, “would make §t possihle for the SBtates to
provide, oither undoer 1 progmm or an 2 programs, assistance to needy and non-
needy biind Individuals * * " Thig |8 slinply not the ease—unless the clase
of “neady” hlind in rostricted to those whose carnings are no more than $4) per
month,  As stated above, both Missour! and Pennsylvania set @ maximom on the
enrnings of a recipient that may be exempted from considoration ($175 in the
former Ntate, $148.83 in the Iatter)—n maximum which, while more liberal
than that permitted by the Fodoral nct, still rests upon a definitlon of “need”
entiroly consistent with modern welfare conceptions of decency and heaith,
One is forced to concluile oither that the Department of Health, Kducation, and
Welfare I8 misinformed about the basis of the Missourl-Pennaylvania plans or
that it still adheres to the mediaval definition of “need” as synonymous with
total destitution,

Moreover, the position of the Federal officials in flatly contradictory of the
gelf-support and self-care provisions written into the 1056 amendments to the
Saclal urity Act. If self-support and self-care are recognized as needs to be
met by the public-assistance program, and earnings and other income are, se-
cordingly, devoted to meeting them, then these provisions of the separate Mis-
sourd umi Pennsylvania plans are clearly within the overall plan of publie
anglstance approved by Congress through the 10566 amendments. Thus, it might
reasonably be contended that these State plans are, themselvew, in conformity
with the act. The solution we propose, however, does not insist upon that. It
simply provides that the States should be allowed to support such programs
entirely out of their own funds,

The Secretary, in his letter, also draws a mistaken inference concerning the
purpose of legislation to provide a permanent solution to the Missouri-Pennsyl-
vania problem. “In enacting the Social Security Act,” he writes, “the Congress
adopted the principle that the Federal Government would s:gort ald to the
blind ar a program of assistance to the needy blind administered by the States.
Congress declded against giving any support to blind-pension programs. The
public-assistance titles of the lal Security Act are pot based on a
philosophy. We belleve that is sound and shonld not be altered.” The Infer-
ence, clearly, is that the proposed solution calls for an alteration of this policy
by asking Congress to give support to pension programs and to ignore con-
siderations of need. But none of these inferential charges is true. Congress
s not asked to give support to the State programs, but, on the contrary. is
requested to leave them alone. The State programs do not ignore considersiions
of need. The proposed legislation does not contemplate or seek any slteration
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whatsoover in the established Federal policy of public assistance. Once more

sbiouly iaetormed Rbou ke Biat roge, o s shosns 1 obnn of 13
0 ! ate programa, or has chosen, for reasons

own, to disregard their actual provlulong. R, o _

Helf-auppors and self-oare as purposes of pudlio assiatanoe

There are other respects in which H. R, 13549 requires Improvement. It calls
for a change lu the matching formula, resulting in additional Federal money to
all States for their blind-ald programs, While this is a desirable improvement,
by itself, more money alone is not enough. In addition, Congress should now
take affirmative steps to require Federal administrative officials to carry out and
implement the constructive purposes underlying the self-care and self-support
amendmeute of 1956, «
~ In 1986, Congress amended the Soclal Security Act to provide a fundamental
revision of the public-assistance programs, The addition of a new and con-
structive purpose, that of self-support, was made clear by section 800 of the
amendments: "It is the purpose of this title ®* * * (b) to promote the well-heing
of the Natlon by encouraging the States to place groater emphasis on ® * ¢ help.
lng needy families and individuals attain the maximum economlc and personal
Independence of which they are capable * * *" Strengthening this general
declaration, new language was added to the purpose clause of each of the public-
ansistance titlea, Section 1001 of title X, dealing with the blind, now states that
Federal public-assistance grants are for the purpose of “enabling cach State to
furnish tinancial assistance, as far as practicable under the conditions in such
State, to needy individuals who are blind, and of encouruging each State, am
far as practicable under such conditions, to help such individuals attain self-
mggort or self-care * * "

at the new purposes of uelf-sup?ort and gelf-care were the policy and objoc-
tives of the Social Security Adminfstration itself was made evident by Soclal
Security Administrator Charles I, Schottland in presenting the 1066 amendments
to the House Ways and Means Committee. Oalling “for emphasis on the con-
structive aspects” of public assistance, Commissioner Schottland urged the in.
corporation of self-support and self-care provislons into the law: “We should
make clear to States that this Is a. basle purpose of the programs and one in
which the Federal Government stands ready to share financially just as it 1s ready
to share in assistance payments.” The proposal for Federal aid to the States for
training programs to help them secure bhetter qualified personnel was presented
“ag an integral and important part of a constructive overall approach.” The
special lmportance of such personnel in rendering self-support and self-care
services was proposed to be given emphasis and recognition by listing it as a deter-
minant of training allotments to be made to States. Further, Commissioner
Schottland stipulated, if dependency is to be reduced or eliminated, much more
must be known “about the causes of need and the most effective ways of meeting
them.” Accordingly, grants were to be provided to share the costs of research and
demonstration projects, including those having a bearing upon the *“prevention
or reduction of dependency.” Finally, the new medical-care program for public-
assistance reciplents was offered as “desirable in relation not only to their
day-to-day needs for such care, but in relation to our intensified efforts to help
them achieve self-support.”

'The subsequent report of the Senate Finance Committee on the 10368 Social
Security Amendments also heavily emphasized the integrated nature and con-
structive purposes of the self-support and self-care, research and demonstration
and training provisions. The amendments, said the report, “make clear that
the provision of welfare services to assist recipients to self-support and self-
care are program objectives, along with the provision of income to meet current
needs.” It was recognised that there are human as well as monetary values
at stake: “Services that assist families and individuals to attain the maximum
economic and personal independence of which they are capable provide a more
satisfactory way of living ¢ * ¢ '

" The 1956 amendments, thus, added the goals of self-support and self-care to
the roster of purposes served by the public-assistance program. With the incor-
poration of these constructive features, Congress effectuated a transformation
in the character of public assistance, and made plain its belief that the human
need of the blind or disabled person to make his way as an active and contrib-
citisen of the community is no less important than his animal need for

food and shelter.
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Unfortunately, the clear commitment of Congress—and, at the time, of the
Soclal Security Administration itself—to the new.constructive purposes of self-
support -and self-cure has not subsequently been shared by the Department of
Health, Kducation, and Welfare in its administration of public assistance under
the amended law. In plain fact, these objectives have beun permitted to languish
or. have beon fritto away through dellberate inattention. The Administra-
tion has chosen to interpret the new langauge of self-support in its narrowest
possible sense, as involving no more than the provision of certain limited serv.
fces, and, accordingly, haa done nothing to implement the amendments other
thun to sharo the axrnn of expanding the staffs of State agencies. - All other
devices and forms of implementation, which are within the purposes and proe
visions of the luw, have been rejected or ignored.

The most important and constructive of such proposals, the adoption of which
would do much to fulfill the self-support purposes of public assistance for the
blind, are those which would (1) provide for increased exemptions of earnings
for all blind reciplents, and (2) provide that, in the case of a blind reciplent
who has & reasonable plan for seif-support, whatever amounts of property and
resources may be necessary to carry out that plan shall be disregarded. The
proposal of incrensed oxemptions of earnings {8 necessary in order to preserve
tho incentive value of individual income, which is largely destroved by the
means-test system of public assistance. Under the system of “individuul need,
individually determined,” in effect since the adoption of the Social ducurity Act,
all enrnings of the blind reciplent must be applied to meet his subsistence needs
as established in the individual budget. If the State grant s sufficient in
amount to meet those itemnized needs, it is then reduced by the amount of his earn-
ings. In this manner, the blind reciplent of aid has been severely penalized and
harshly discouraged from any effort to free himself from the assistance rolls,

As early as 1000 Congress demonstrated its recognition of this onerous and
self-defeuting feature of the means test by providing for an exemption of $560
per month of earned income In determining the amouut of monthly assistance.
“Under title X of the Bocial Security Act,’” said the Sonate Finance Committee
in its report on the blll, “the Stutes are required, in determining the need for
assistance, to take into conslderation the income and resources of claimants of
aid to the blind. Your committee belleves this requirement stifies incentive and
discourages the needy blind from becoming self-supporting and that therefore
it should be replaced by a requirement that would assist blind individuals in
becoming useful and productive members of their communities.”

The present $60 per month exemption of earnings, however, has proven to be
only a short and inadequate step in the right direction. Even aside from its
gradual reduction by inflation, it has allowed only a very few blind recipients
to lift themselves into self-sufficlency by their own bootstraps. The formula we
recommend—providing for a larger exemption of earned income up to $1,000
per year plus 60 percent of every earned dollar above $1,000, along with a grad-
nal reduction of aid payments as earnings increase—would greatiy facilitate the
transition from the rellef rolls to complete self-support. '

The second of these proposals, permitting income and resources (including
property) to whatever extent necessary to be disregarded in the case of blind
reciplents possessing approved individual plans for self-support, would do much
to advance the constructive purposes of public assistance. The retention of
modest amounts of property and resources by the blind reciplent of aid {s a vital
factor In encouraging commercial and professional plans for self-support and
creating self-confldence and self-reliance despite the barriers to opportunity
which exist for blind in our society. The Instruments and materials of a work-
shop, the books and equipment of the lawyer and doctor, the merchandise of a
commercial enterprise—none of these may presently be retained in necessary
-amounts under the law, but all represent potential means in the hands of the
sightleas individual in his struggle to carve out an independent career. :

The feasibility of such proposals as these is graphically illustrated by a Cali-
fornia program which has been in successful operation since 1941. The Cali-
fornia aid to the partially self-sup}mtlng blind residents program ts every
reciplent to retain a maximum of $1,000 a year of net income without deduc-
tion from the maximum monthly grant of $110, plus 50 percent of all net income
above $1,000. The sole restriction is that the reciplent of aid must possess a
reasonably adequate plan for his self-support, and must be adble to demonstrate
that he is carrying out that plan through genuine and consistent effort. That
the program has been a success is demonstrated by the numbers of recipients
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rnmod to nchieve self-support and thus to leave the aid rolle, By mid-1040
re after the brogram waw begun, H2 percent of the totad reciplents (816
:? ot B88) had beone selaubporting elther mmmmmty or for vmﬂn{ periods

tima On ant antiual basls, upward of 10 percent of reciplents of the Oalle
fornin progeasy ave achloving a atatus of we Mur;mrt. 1t i n{:nlﬂwnt that
for every mwlont who attains permanont selfamaintonance, the Btnte saves an
satimated R1.AR0 per yeat i this, 1 the 84 persons who gradtiated from the rolls
0 180T manage to achlove complete selfsuficloncy, Oatlfornin witl offeut a sav.
g of nlmost F4,000 I public assistance,

n addition o these vitadly needed ivprovements in the present program of
ald to the blind, there are othet changes which nre scapeoly lows noconsnry and
Which wonld serve to bulster the progressive purposen of seoromle independence
AWML pergonal rebabilitation forgett by Congroas n the 1000 amondments, One
1s the elimination of the legal Hlabliity of relatives to conttibhute to the support
of bilmt-ald rociplonts, & mudioval practice which contravenen the new wuphasis
of dumblhs nrnistance on strongthening family e and holplog nesdy fanllios
and individuals to attain the maximum indepondence of which they nee capable,
Atother neoded change In the proviston that rubuu nanintntice bo granted on the
bants of egual mintmum paymenta to all bl mzleﬂnntu, to be apoctiied by Blato
law and amployed an & Qoor of protection agalust depeidency, A thivd highly
tdenitable improvement is the élimination of all length-ofsresldonce reguiroments
in State public amistance programa for the bitnd, which would implanent the
mlfaupport objectives of atd to the blind b mmwinn the discrlminatlory rostrie-
thons upon fres movement now incorporated in the resldence requirements of the
varions States,

Ofttelnls of the Depaviment of Health, Bduention, and Welfare have also ex-
R‘mml thelr oppoattion to the proposal for additionnl exemptions of earnings

P Dind atd reciplonta,  In A lettor of June 14, 1H0R, to the chaleinnn of the
Houze Ways and Meoans Comiittee, the Soer lary of the Federal Dopartment
strongly recommended agalnat enactment of this proposal, primarlly on the

sivd that it *would, in eftect, result In a penstons for the blind largely fnanced

Federal funda.”  The opposite, however, 1s true, 1 & penston be understood
n its tewe mvaning of a fAxed and pormanent paymont, the present moans-tost
ayatein of ald —which prohibita all but insignificant earnings and thus porpetuntes
poverty—much more closely approximates a penslon than the proposed policy
of Incentive exemptions which would reward inftintive, gradually lower ald pny-
ments a8 earnings increase, and stimulate blind recipleits to becomeo completely
free of public assistance.

The Secretary’s letter declaves further that “An essontial characteristle of
public-assistance ‘mmmma i that need bo dotermined on an individual basts,
taking income and resources into account, * * * The exemption of more income

* 0z inconsiztent with the nature of the publio assistance program as sup-
genmmrx to the individuala resourees and fncome and could inerense prossures

r exemption of income in the other publie assistance titlos," lLeaving anlde the
Jast comment, which Iz entively fevelevant to the merits of exempt-income pro-
posals with respect to the blind, thiz statement dlaplays a conrpicuous disregard
for the principle alveady established hy Cougresa in the $30 per month exemp-
tion of earned income. It alvo demonstrates an equal disregard for the enunci-
ated policy of Qongress in incorporating self-support and self-care within the
pudlic assistance program as among the needs of blind reciplents for which in-
come and resources are to be taken into account. If the needs to be met by the
public-assistance program are not merely those of bare survival but also of re-
habilitation of the blind into normal life and livelihood, then it is clearly con-
sistent with the Jaw that the income and resources of blind recipients be utilized
in the effort to achieve these ends,

That the Federal administrators simply do not share the view of Congress that
Nind people can and should be helped to become useful and productive members
of the community is suggested by the flat and unqualified assertion of the Secre-
tary of Health, Bducation, and Welfare that “The majority of blind persons
have no earnings or hope of earnings.” No doubt, under the harsh system of
means-test aid so jealously guarded by the Federal Administration, blind per-
sema are permitted virtually no earnings or hope of earnings. But it is pre-
claely the recognition that this condition is an effect, rather than a cause, of the
pollic-assistance program that has led to demands both in and out of Congress
that the interpretation of individual need be modified so &s to render feasible
the geals of rehadilitation and self-support for blind persons receiving aid. It
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In noteworthy~-and shrely mai'mumoatlmt the very Department of the Federal
Uovertment whileli 1 responsible for the administration of & comprehennive pros
grim of vyoeutional rehabilitation of the physteally handicapped, as well ne the
irogtnme of ’mmm unnistaneo, should hold the contomptuous bollef that the ma-
urlty of sightless persons ure beyond hope of personal and economte inde

pendenee,

Dinability insuranoce provisions of i1, R, 18540,

Wa wish to commend the Houss Wuys and Meuns Commmittee tor the hnprove.
monts (18 the old sge, survivors, and disabllity insurance system which it has ine
corporatod fito 11, 1 18540, aml W express our support particulurly for the new
Prmlnlcmu fur disablitty protection, inelvding henefits for dependonts of dinability
natiranes benofielnrlon, allmlnm:'m uf the disability benefits offset provision
rotroactivity for n'pptlcatluns for disnbiitty benefits and the disability freeze, an
modiflentions In the work requirements for eligibllity for disabliity protection.

Wo sibinit, howaver, that there are stijl other areas of inequity in the pro-
tection agninat disabllity which require the sttention of Gongress. 'Three
these in partleuine are of immediate urgency: (1) 'The need for provision of
Maabliity benofits to bliind persons with a minimum of 6 quarters of coverage
titider the disability tusurance system, without rogard to their earnings after
eninblinliment of oflgibllity and the commoencement of benefits; (2) the need for
olimination of the B)-yenr age limitation in order to provide true mcial insag-
ntice for nll divabled workers rogurdless of age: and (8) the need for & more
ronlintic definition of disability under the current program and for & Arastlo re«
duction In the coveruge requirements establisliing minimum qualifications for
allwmuty to recelve dinnbllity benefits,

ith your permission, wa should llke to incorporate in the record 3 resolu-
tionn dealing with the nbove mmatters which were unanimously approved by the
annunl convention of the National Federation of the Biind, 1nc., on July 7, 1058,

Hesorurion 08-00

Whoreas there is a grent need for a liberalization of the definition of disability
applled to applicants for disability benefits under the current disability Insur-
ance prograin and for a drastie reduction in the coverage requirements estab-
lishing minimum quatifications for eligibility to receive disability benefits; and

Whereas there should be Included in the disability definition the wholly
rationnl and realistic provision that an individual with a medically determinable
disabllity shall, in the absence of substantial evidence to the contrary, be deemed
to be unable to engage in any substantisl gainful sctivity 1f, solely by reason
o{ lmvlng smi}: an lmpalrment he is unable, as & practical matter, to obtain em-
ployment ; an

Wherens provision should be inade to enable individuals with a medically de-
terminible disability and 4 demonstrable inability to find employment because
of the existence of the disability to become eligible for disability insurance bene-
fits if they have six or less calendar quarters of coverage under the disability
Insurance system : Now, therefore, be it

Resolved by the National Federation of the Blind in convention assembdled,
at Bosion, Mass., this Tth day of July 1958, That this convention finds and de-
clares these changes to be in the best interests not only of blind persons but of sl!
physically handicapped individuals; and that the officers of this organization
and its afliliates are urged to press for legislation to carry out the liberalized
definition of disability and a reduction in the period of coverage required.

Resorvriox 58-06

Whereas the disahility insurance provisions of the Social Security Act
initiated by Congress in 1956 deny disability benefits to otberwige eligible
persons who have not attained the age of 50 years; and

Whereas restriction of benefits to persons who have reached age 30, but
who have not yet attained the age of 65, confines the disability insurance pro-
gram to characteristics better resembling an early retirement gystem than a
provision for social insurance against the hazards of disability which may be

faced hy people of any age; and
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Wherens #t minlmum age ;ln-ovlnlon i Indefensible in a dlenbllity lumurance
rogram when It deprives individuals under the minimum age of henefits even
ough they inay have made, over thelr working lves, contribution to the

mﬂ:ﬂllty t!;:m fund far in exvess of thoe minimum needed to quality for

efits; un A

Wherena it Is now generally recoguized that the requirements for eligibility
for disnbility paymonts nre too restrictive and, thereforo, the disability trust
fund has necumulated o large surpius: Now, therefore, be it :

Resolved by the National Pederation of the Blind in convontion assembdled
at Boston, Masa, thiz YIh day of July 1958, That this convention strongly
endorses the ellmination of the 80-year age flnitation In ovder to make the
program fulfill its original intent to provide true socinl insurance for disabled

workurs,
Tre Nationan Fengeation or the Brind, Ino, BERKELEY, CALIF, RESOLUTION

“Whereer there I8 urgent need taat individuals with severe impalrment of
e{eolght wio have been medically detormined to be blind should e eligible for
disability insurance benefita if such individuris have n minimum of slx quarters
of coverage under the disability tnsurance system of the Nocinl Recvrity Act; and

“Whereas henefits should be due and payable to such disabled individuals who
are blind without regard to the level of earnings which individuals receiving
such benefita are able to achieve at any time following the establishment of ell-
gibility and the commmencement of benefiis; and

“Whereas such a system wounld provide to the blind a basie protection from
the threat of poverty and deprivation while at the same time the system would
enable and encourage reciplents of benefits to muke their way in the world as
productive and useful human beings : Now, therefore, be it ,

Resoloed by the National Federation of the Blind in convention assembled at
Boston, Maas,, this TiA day of July 1958, That 1t is the conviction of this con-
vention that the loss of financlal security, which in our tlme Is still the gravest
accompaniment of blindness and the greatest impediment to the attainment of
full and rewarding lives by our fellow blind, would in very significant measure
be removed by a system which would provide disability benefits to blind per-
sons who have a minimum of six quarters of coverage under the dlsability
insurance system and without regard to the level of earnings achieved after
the establishment of eligibility and the commencement of benefits,”

The foregolung resolution was adopted unanimously by the National Federa-
tion of the Blind convention on July 7, 1088,

(Mr. Taylor subsequently submitted the following for the record 1)

MEMORANDUM Rx EFFEoTSs OF SKoTION 204 or H. R. 18640

Under section 216 (I) (8) of the present social-security law, in order to be
eligidble for a determination of disability (disability freeze) the applicant must -
have 6 quarters of coverage out of the last 18 and 20 quarters of coverage out
of the last 40. Under section 228 of the present law, to qualify for disability
insurance benefits, a person must have the same quarters of coverage, and, in
addition, he must be fully insured as defined in sec. 214). This means in most
instances that he must have 1 quarter of coverage for every 2 quarters elapsing
since Sept. 1, 1950, or since he Lemme 21 years of age, whichever occurs later.

Section 204 (a) of the bill changes the requirements for disabllity freeze 8o
as to eliminate the requirement of 6 quarters out of the last 18, but it also adds
the requirement of fully insured status, or 1 out of every 2 quarters since
Sept. 1, 1850, or since attaining 21, whichever occurred later. Section 204 (b)
changes the requirements for disability insurance beneflits so as to eliminate
the requirement of 6 out of the last 13 quarters.

The report of the House Ways and Means Committee on the bill explains
this change thus: “Your committee’s bill would delete the provisions of present
law which require that a worker he currently insured in order to be eligiblp
for disability benefits or for the disability freeze and would make the require-
ment for disability insurance benefits and the disability freeze alike by adding
fully insured status as a requirement for eligibility for the freeze.” -

- The justification for the addition of fully insured status as a requirement for
eligibility for the disability freeze is given by the committee in the following
words: “Beginning in July 1961, it will be possible for a worker who has
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ualified for the disability freeze under the present provisions to fail to qualify
or oither disnbility Insurnnce benefits at »»c 60 or old-age insurance henefits
at age 65 because he may not be fully fnsured. There will bo instances too
where dopendents’ or survivor's benefits will not be payable even though the
worker had boen allowed a disability freexe. The addition of fully insured status
requirement for the disability froeze will remove the anomalous situation
whereln a perlod of disability may he established for a worker who cannot later
qualify for henefits, whose dependents cannot qualify if he lives to retirement
age, or whose survivors may not qualify if he dies.”

However, there are situations fn which allowlns a worker to establish a dis-
ability freeze without fully Insured status would be of benefit to him. The
frecze may enable him to acquire a fully insured status which he did not have
at the time of the freexe, Such instances will occur in the camse of a worker
who beceates blind, For freeze pux?ows. section 216 (1) (1) (B) defines “dis-
Abllity” as blindness without any further requirement that there be inabflity
to engage In “substantinl gainful employment.” Under section 214 (8) (2) &
quarter {8 not counted an an elapsed quarter for the purpose of establishing foily
insured status If it occurs In a perlod of disability unless such quarter is &
quarter of coverage.

A hypothetical case will show how adding the requirement of fully insured
status In order to qualify for a freeze will prevent a blind worker from quali-
fying for benefits which he could otherwise ohtaln, Suppose that worker X,
who had passed his 21st birthday befors September 1, 1950, obtained no covered
employment until January 1, 1057. From this date through 1960 he is em-
nlored&ull time in covered employment (12 quarters)., During the years 1060
and 1961 he is unemployed. During the years 1962 and 1063 he returns to cov-
ered em}noyment (8 quarters), He then loses his sight and in July of 1064
applies for the disability freeze. Under present law he Is eligible having both
6 out of the last 18 quarters and 20 out of the last 40. Under the bill he Is not
eliglble because he i8 not fully insured,

Buppowse next that X is rehabilitated and placed in a noncovered sheltered
shop. He starts work there in July 1964, On January 1, 1066, he again enters
covered employment where he works for the succeeding 10 quarters. In Jan-
uvary 1970 he attains age 60 and applies for retirement benefits, Without the
freeze, he would not be eligible for such henefits because he would need 1 oat
of every 2 quarters since Sept. 1950, or 38 quarters, He was only 36. How-
ever, he has been able, as under present law, to estahlish a freeze covering the
6 quarters following July 1, 1064, he would then need only 35 quarters of cov-

erage.
© Accoringly, it 18 not vallid to assume, an the committee report does, that no
disabled persons will be deprived of beneflts hy reason of the addition of the
requirement of # fully fnsured status for the . .bility freeze. For some blind
persons the committee's assumption is invalid. The removal of the requirement
of currentl{ fnsured status i an improvement, The addition of the fully in-
sured requirement for the. digability freeze, however, will harm certain blind

rsons and, in addition, will reduce the numbers of applicants for disability
eterminations and thereby reduce referrals for rehabilitation services.

- Senator Lone. Mr, William Taylor, Jr.

STATEMENT OF WILLIAM TAYLOR, JR., PENNSYLVANIA
FEDERATION OF THE BLIND =

Mr. Tavror. Members of the committee, my name is William
Taylor, of 10 South Avenue, Media, Pa. I am an attorney engaged

in the practice of law.
I appear here on behalf of the Pennsylvania Federation of the

Blind, a nonprofit corporation with a8 dues-paying membership of
over 4,000 members, , .

Wae are affiliated with the National Federation of the Blind and are
in full accord with its policies and plans. -

I appear here to address myself especially to the section 509 of
H. R. 13549, extending the 2-year cutoff date for Federal reimburse-
ment to Pennsylvania. ) |
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As the law now stands, these funds will be discontinued on June
30, 1959, Odd though it may seem, we of Pennsylvania are not asking
for Federal money, but merely that the Social Security Administra-
tion be prohibited from endeavoring to coerce the l.egislature of
Pennsylvania to deprive 10,100 blind persons of their pensions,

I repeat, we are not asking for money, but we plead for the protec-
tion of these 10,100 blind Pennsylvanians. .

Pennsylvania has a very unusual and ve? liberal pension plan

and pays a flat monthly pension of $60 to 17,600 blind people.
* 'Under the amendment of the Social Security Act of 1950, the Fed-
eral Government pays in part toward the pensions of 7,_4Q6 of these
recipients, the Federal contribution being about $314 million a year
and Pennsylvania’s share is a little over $2 million a year, .

These 7,400 are so_utterly destitute as to come within the Social
Security Administration’s definition of need, . o

Hence, they receive reimbursement toward their pension. However.
there is a marked difference between Pennsylvania’s position and
that of the other States. . :

Pennsylvania’s standards of eligibility are far more liberal than
those approved by the Social Security Administration, and, there-
fore, these 10,100 blind receive their pension which is paid solely and
exclusively by the Commonwealth with its own funds,

Now, the quarrel between Pennsylvania on the one hand and the
Social Security Administration on the other comes down to this in-
credible fact: The Social Security Administration says to Pennsyl-
vania, “Unless you stop paying with your own money for the pensions
of these 10,100 blind who are in certain circumstances, we, the Social
Security Administration, will cut off your reimbursement to those
7,400 totally destitute blind.” .

The Social Security Administration is not concerned here with
saving Federal money, not in the least. . a

They have their theories as to how aid to the blind should be ad-
ministered, and so far as the money which they pay out is concerned,
thg probai)b' have a right to make the decision. ‘

ut that is not our problem here, for they are demanding that Penn-

Ivania cease spending its own money for the relief of certain of their
citizens who do not come under the social-security program. -
_ Unless the restraint upon the dpower of the Social Security Admin-
istration contained in the amendment of 1950 is extended, it will end
on June 30, 1959, and the Social Security Administration will cut off
Pennsylvania’s payments to the 7,400 destitute blind, and this will be
done with the intention and for the purpose of exerting upon the
legislature enough pressure to force the repeal of our purely State-
paid-for pension to the 10,100 blind.

Woe heard this morning a great many statements by those gentlemen
attesting to their devotion to States rights. It is hard to think of

_more drastic incursions upon States rights than the one we
have right here. ‘ o ‘

It is an old quarrel. It has bean going on since 1988, and, when
Senator Martin was our Governor, he helped us & good many times
to save the blind pension from the a of the Social Security

lo. . S
pe?lg\ey don’t like our theory and tl‘xgy are out to force us to drop the
pensions for these 10,100 people. We, of course, hoped that the law
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could be so amended as permanently to prohibit the Social Security
Administration from carrying out its mischievous plans of inflicting
needless misery upon 10,100 blind Pennsylvanians, and to do so mere-

ly to vindicate their doctri theory.
However, we understand that the press of legislative business may

g‘reclude & permanent solution of this vexing and recurring problem.
herefore, I can state on behalf of 10,100 blind of my State that we
would be grateful for this -year reprieve as set forth in this bill for

at least the evil day is ned for just that much I and there
will be more time i!)l' whﬁf&f’ make clejarto the Social g:cg::i’t Admin-

istration what a cruel and wicked thing they are seeking to accom

plish. ’
~ We are convinced that the Comnﬁlress will resolve this controversy in

such & way a8 to prevent the infliction of unnecessary m upon
10,100 blind people in Pennsylvania even if the Socie:'ly Securigy’s pet
theory must suffer thereby.

I thank you, gentlemen.

Senator Loxa. Thank you very much,
(The complete statement of Mr. William Taylor is as follows:)

L]
STATEMENT OF WILLIAM TAYLOR, JR., ON BEHALF or 7HE PENNSYLVANIA FEDRRA-
TION oF THE BLIND IN Supprorr oF H. R. 18540, INTRODUCEDP BY Mn. MIiLLs

My name is William Taylor, Jr., an attorney of 10 South Avenue, Media, Pa,
and this statement is submitted on behalf of the Pennsylvania Federation of the
Blind, a nonprofit organization with its principal office at 4517 Walnut Street,
P’hiladeiphin, Pa., with a dues-paying membership of over 4,000 biind
I am chalrman of the legislative committee of that organization, and nel
I nor any of the officers recelve any compensation.

We strongly urge that the Senate adogt this bill to forestall the present and
existing danger that some 10,100 blind Pennsylvanians will lose their pensions
next year. The relevant facts of the matter are:

1. On June 80, 1959, the provision of the social-security law which entities
Pennsylvania and Missouri to partial reimbursement of funds expended for aid
to the blind will expire, and this bill now under consideration would continve
this cutoff date. It is our fear that withdrawal of Federal funds will oblige the
State legislatures te repeal the pension laws,

2. Pennsylvania pays a pension to approximately 17,500 blind persons.

3. The Federal Government makes part payment toward the pensions of soise
7,400 of these recipients,

(a) Total cost of pensions of these 7,400 equals $5,340,000 of which the Fed-

eral Government pays $8,261,000 ; Pennsylvania pays $2,079,000.
4. The Commonwealth of Pennsylvania alone bears the entire cost of paying

pensions to the remainder, approximately 10,100. y
5. The Federal Government contributes toward the pensions of the first growp
because those individuals are so lacking in income and resources as to qualify

under a program conforming to the rules of the Soclal S8ecurity Administration.

6. Pennsylvania does not receive Federal funds toward the pensions of the
latter group of 10,100 reciplents because their income and resources are such as
not to meet the “needs test” upon which the Social Security Administration in-

sists in order that a State plan be approved.
(¢) Pennsylvania expends for this latter group $7,289,000 entirely of its own

funds, .
7 Pennsylvan{n :as a total population of some 11 million and pays pensions
17,500 blind. :
to some 17 West V1

8. The States of New York, New Jersey, Delaware, Maryland,
and Ohio have a combined population of some 86 million (see U.’s.a M

of Commerce, Bureau of the Census) and all together they
some 10,000 of their blind citizens under programs approved by the Social Se-

curity Administration. .

9. "i‘he vital statistics pertaining to these six States and Pennsylvania, as
published by the United States Government, reflect substantially identical dis-
tribution among their populations of the various occurrences, ilinesses and acci-
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dent, Vix, the death rate, birthrate, the ratio of denths causvd by accident, and
by the prevalent diseases vary only sllghtly from State to Ntate. .. S
10, Although thers are 90 exact statistics as to the nuwmber of blind in th
United States or any vf the Btates, In view of the uniformity of the Incidences
of diseases, etc,, it is reasonable to assume that the ratio of blihd to siglited jnpu-
lations in all seven of these States is roughly constant, S
. 4k No evidence or ytatistics huve ever buen adduced to prove.that the ratio
of blind to sighted ia bigher in Penmsylvania than in thowe other nlx‘fmt% .
.. 13, It D'envaylvauia were to regul, ts pension law and to adopt in its stead
&n assfstance program applying the rules and standards us are roquired by thie
#ocinl ‘Beeurity Administration, some 10,100 dlind who now' recelve the pension
,wo&ldmae wm&n&l&dawnmfm hel - X e T
" thene .were to lose:.their pensions, no Fedaral funds would
be suved, as this group receives its peusions exglomively rom tho’Oomxgd wealth

of Penuaylvania, _ :
< 14 The Pennaylvania law providey for the payment othl:ulon to blind peo-

0 of §60°a month, subject, hotvewar, to the proviso that r’c ent's total income,
Srom pension wnft other sources, mn'inot ex V] ), y if the.income
m other sotrces exceeds $1,780, the pension s a W pJ' to preyent the total
from oxceeding the limit. Moreover, one with real o ¢eed-

sted to p
raonal prope
in’WIn valug, s not eligiblo. p‘ p b mﬂ*;

8. This law flm the recipient the security arlsing from regular receipt of
& sum certaln; it gives the seuse of self-respect inherent In recelving aid.from

the State under law and not at the sufferance of an adminlstrator and gives to
ot:nm al;l:n (t:‘ o::ork the opportunity of betteting their standard of lving by
o , 7 i )
168. The Penunaylvania blind pension runs counter to the theories which the
Social Security Administration champlons and seeks to make upiform through-
out the United States. . ) ‘
. 17. The objection of the Social Security Administration to the Pennsylvania
Mind pension rests msolely upon the fact that our State pays pensions, with its
own funds, to some 10,100 blind people who according to social security standards
would not be entitled to receive any assistance. - (
" 18, Iu brief, nothing is here involved more than a confiict of theories as how

beet to provide aid for the blind, < .

On behalt of the blind of Pennaylvania, I take this opportunity of expresaing
our gratitude for the unanimous, bipartisian suPportu by. the members of the
vania and Missourl.

Seuate and House of R&?mentatlvu rom Pennay

- Senators Clark, Martin, Hennings, and Symington have introduced a bill to

correct this situation, 8. 1080, , . ; .
Congressmen Simpson and Eberharter have by their long and loyal labora

demonstrated their steadfast concern for the welfare of the blind and for this

‘we express our heartfelt appreciation. : .
Senator Lona. The chairman had asked me to insert at this point in
the record a letter from the Honorable Edward Martin favoring this
rovision of H. R. 18549, which is identical to a bill, S. 1080, which

e introduced previously. - : <
(The letter from Senator Martin follows:)
: i S URITED STATES SENATE,
N CoMMITTEE ON PUBLIC WORBKS,
o S - < Maroh 21,1957,
Hon. HagrY Fr.oop BYRD, o
Chairman, Senate Finance Committes,

' Renate Ofice Building, Washington, D. C.
« Dgar Harry: You may remember that on February 7 I cosponsored a bill with
Senator Hennings, of Missourl, and others, whick affects the aid to the blind

program in the States of Pennsylvania and Missouri. .

This is & matter that comes up periodically, The committee last considered
4t in conpection with the soclal security amendments of 1956. At that time, an
amendment to H. R. 7225, submitted by Senator Hennings, was rejected by the
committee on the grounds that the particular previsiom in the law would not ex-
pire before June 30, 1857. In the intervening time it has been assumed that
we would be able to make a satisfactory adjustment of the problem. -

The department of welfare in the State of Pennsylvania and also many in-
dividual blind persons have written to me urging comsideration as promptly as
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possible; As you know, the exemption granted to. Missourl and Pennsylvapia
from the restrictions imposed under the Federal law wont into effect in 1950, and

”

has been oxtended from time to time to the present expiration date, -
I will appreciate it very much if consideration of 8, 1080 could be 'given by

the committee sometime in the near future.
With kindgst personal regards, fam - . . .-, -
Very sincerely,

R N S AT T EVRNCE R PSP US S . RS ::Enwm,M,o,mu.
P8 I'realive we would not be likely to take any action on a social security
bill tnt.u,ﬂzu;.e bill regelved.attention, ﬁﬂlnpa dictating this lettex I bave boen
wv}igl, nt A 2-year extension measure H. R, m.hu%ﬁn réported by House
Veys and Meanw, * Tt Tt R nt e BT e

PRI TN

“’ Senator Lona. Our next witness is Mr. Geotige T, };:o;@g@;f Joome

NTATEMENT OF URORGE 7. JONDA, BOARD oF DIRECTORY, HA-
.. TIONAL ASSOCIATION OF MANUPACTUREES, ACCOMPANIED BY
LEONARD J. CALHOUN, (ONSULTANT; AND. .RALPE..ROBEY,
~+'ECONOMIC ADVISER OF THE NATIONAL:ASSOCTATION OF MANU-
,?,FAOTUBERB ot '! 2‘}”( ’ ’ AR P I
A AL I A SRR I A A LR F P P VR RS P OIS TP I
Mr/Fonpa. Iagreewithyouysir, . + 0 oo cn g0
“: Mr, Chairman, my name:is George. T. Fonda.". T am & vice president
of Weirton Steel Co., Weirton, W, Va., a member of the board of di-
rectors of the National Assaciation of Manufacturers, and chairman of
its employee health and benefit-committee, I am appearing on.behalf
of this association. . SR RO
-+ I have with me Mr, Leonard Calhoun, attorney, of Washington, who
is the consultant and adviser in social security matters of the. asso-
cintion, and Dy, Robey, who is the economic adviser of the association,
"The NAM is & voluntary membership organization of over: 21,000
member companies, representative of every segment: of the manufac-
turing community and every sectionof the Nation, -« - =~ .-
+Its membership includes companies of every size, from the smallest
to the largest of enterprises. In fact, 83 percent of the. association’s
mémbers employ fewer than 500 persons and thus come within the
generally accepted definition of small business, - * - .- ...
- As businessmen and citizens, NAM members are concerned with the
financing and benefits of our public programs which are designed to
‘provide a measure of security to individuals against the economic
azards of old age, death, disability, and involuntary unemployment.
They are likewise concerned with the implications of these programs
to the well-being of our country. .- -~ - - - - - oo
‘There have been no hearings on H. R. 13549, There have been only
very broad hearings on social security.  As we stated when ap‘!:anng
before the Wa{s and Means Committee, those hearings were “not for
the purpose of obtaining views on the merits of any specific bill or
bills among the more than 400 pending before that committee. .
“Instead, the notice indicated that the committee intends these hear-
ings to afford a basis of reviewing the operations of the several social
security programs and to receive recommendations for - further

changes.” , o ' L
As we further pointed out at these hearings, “the committee’s press

~ release stated that the ‘chairman emphasized that, due to the short time .

available and the advanced status of this session, it might not be pos-
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sible to act on all the proposals on whioh testimony is presented, but
that the testimony would be available for study and a possible basis for

action during the next session.’ "
FINANCIAL BAFEGUARDS -

: rized the key importance of sound financial prin-
- oiples in 1956 when it established a seg;ute trust fund and separate
ﬁnmcini for the disability benefits, Most important was the recog-
nition of the need for careful study before m ing changes in OA
when it likewise provided for perlodic creation of advisory councils
on social seourity financing, .

Subsequent developments have attested to the need for this council,
with the duty, to «}uote from the report accompanying the bill, “to
review the status of the old-age and survivors’ insurance trust fund
in relation to its long-term commitments,” :

6 NAM, and we believe, the country as a whole have been re-
assured of the financial integrity of OASI by these several actions in
oreating these financial aaf:ﬁuarda, and even more importantly, by
the implied commitment of the Congress to be governed by them.

- Recent developmenta have demonstrated the need for such periodic
review. Forecasts of future receipts and costs of QASI cannot bhe
exact. They must be based in part on assumptions of future payrolls
and individual elections to retire, which in turn, importantly depend
on future economics and other factors.

This has been impressively illustrated by the differences in the short-
mnﬁ‘e estimates of the 1057 and 1058 reports of the OASI trustees,

e latter reflects current economic changes. While the estimates
for the fiscal year ending June 30, 1957, made in the 1957 teustees’
report, estimated that total receipts would exceed total disbursements
by $878 million, the actual increase was $436 million less.

While that report estimated that in the fiscal year t}':nst ended, re-
ceipta would exceed disbursements by $366 million, the 1058 ra}&ort
‘recently filed estimates that there is a deficit of $428 million—a differ-
ence of $704 million. .

While the 1957 report estimates that in the 12 months beginning
this July 1, the trust fund may increase by $1 million or may decrease
37}? million, the 1958 report estimates that it will decrease by $1,120
million. .

‘This new, and probably more realistic report, estimates that even
with the 1960 tax Increase, the trust fund at the end of June 1962 will
have suffered a net loss, which will range from $1.5 billion to $7.4
billion for the 5 years ending June 30, 1062. That is the situation
under present law,

- The most thought-provoking figures in the trustees’ reports are those
showing the progressive increases in benefit payments.

Disbursements for the fiscal year ending last June, were greater than
the total expenditures for the 2 fiscal years ending June 1055. ‘

~ But the expenditures for fiscal 1961-62 are estimated to be far
greater—$2 billion to some $2.9 billion greater. The estimated ex-
penditure is from $9.9 billion to $10.7 billion. - ‘

. This exceeds for 1 year the $9.7 billion spent in the 2 years ending
in June 1936. To keep the system sound, we shall have to pay some
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$10 billion to $11 billion in payroll taxes in that 1 year without any
liberalization of existing law.

These figures seem to be especially pertinent to the question of acting
this year on proposals to liberalize benefits, We are deeply apprecia-
tive of the pressure for immediate action on the basis of increases in
fihbae:of% iving since the 1954 amendments when benefits were last

alized,

We all know that inflation has resulted in difficulty for many fixed
income groups, including, of course, recipients of private pensions and
OASI benefits,

Liberalizing benefits involves fiscal problems, and the equity prob-
lem of further taxing the young to benefit the old. It also involves
questions of equity between current beneficiaries themselves.

The persons who have come on the rolls since the 1954 amendments
have fared much better than those who were already on the rolls at
that time. The Social Security Statistical Bulletin for 1054 states

that-—

the average old-age benefit awarded under the 1854 amendmonts was $66.86, an
Increaso of $0.88 from the average amount awarded in 1804 under the i
auendments * ¢ * For old-gge benefits ® ¢ * awarded * * ¢ to beneficiaries
eligible for the “dropout” (of unfavoreble years) the maximum. benefit of §96.60
‘was payable in 83 percent of the cases. -

Table 24 of the statistical supplement for 1956 showed ave
awards of $75.40. Currently, the awards are still higher than the
1054 and even the 1956 figures indicate though recent benefits are
lowered by the unusual number of women retiring, many at reduced
rates for earlier retirement. . |

At the end of 19564, the avemgeold-ago benefit in current payment
status was $89.14—with 8,775,184 beneficiaries.

In January of this year, it was sonio $5 more, with 6,197,500 bene-
ficiaries—many of whom were on the the rolls in 1054. ‘

The average for those coming on since 1954 has been much more
than $5 above benefits of those on the rolls before then.

This substantial variance in benefit levels presents very img:omnt
considerations of equity between those on the rolls before 1954 and
those subsequenttlfv coming on the rolls when Hu consider the presently
proposed upward adjustment of henefits, e present proposal dis-
regards these equities,

PROPOSALS TO EXPAND THE WAGE BASE ABOVE $4,200

The pending bill would increase the wage base from $4,200 to $4,800
and extending the benefit formula to . This change in
alone with increased benefit costs very little in the first fow years. ™n
the absence of provisions for dropouts in future years, it would be
practically impossible for persons to average $4,800. The immediate
net resutls of the cove woull be to bring in considerable revenue.
According to the Social Security actuazf'y, without incmasinﬁ the tax
rate there would be a net addition to the fund of some $395 million next
year, $545 million the ensuing year.

Benefits later on would be substantially increased as persons gradu-
ally built up wage averages above $4,200. We question the equity or
wisdom of making this change, :

207485816
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- It-would seem highly questionable to broaden the wage base for
the purpose of helping to presently finance benefit increases, It is
‘not coinpatible with the general concepts:of the system to levy the tax
on wages between $4,200 and $4,800 for this purpose. . . ..
.- Whatever :decisions are made. with respect to extending the wage
wnd benefit-base should be determined. on the merits of the. proposal
a8 related to the higher earnings groups concerned—not on the basis
of obtaining revenues to intrense benefits of ‘other people; . .
~+:In.making any decision-as to increasing the wage base; it would
seem essential to examine carefully the implications of ' this' action.
We are all perhips agreéd that:the coﬁoeggxonmnd* purpose of. the
‘OASI aystem: itself reqiirés some limit on both: the- maximum benefit
it will pay-and the meximum pay it will tax,. - 2o e 00w
. The fundamentai question i what Jevel the:maximum benefit should
be .and what earningd level should entitle the earner to this benefit.
-+*All students of the history of the system remember thadt the original
roposal in 1938 was to pay maximum benefits to a person who earnéd
hlwo per month, . Persong earning more.than $250 were to be excluded
from cow, T T D T
. . Instead; Congress decided to cover them, but to limit the tax base
to$260 ;‘;er‘ month~~the basis of establ\ishi‘ng'thqton nal $3,000 wa
base-—so;vin%an administrative problem which would arise if people
‘went into'and out of coverage depending on their wages, - -
Aﬁnin, we should: face this ‘wage-buse issue; not on the basis of what
was done in 1935 or in 1980 or in 1954, but what we feel is now com-
patible with OASI’s basic' purposes. Without question, $4,200 per
year is typical of the average gainfully etitployed person—84,800 is
not. It 1sour position that the maximum benefit should be paid to the
man. e v e ‘w«zl‘f‘v.,.,»- E i "’ i
It is appropriate in'this connection to point out that there should
be no departure from the “basic floor of protection™. concept. ‘The
present tax base and benefit ceiling are adequate under that concept.
. We feel that-the limiting point of Government benefits is critically
important as it marks the point where the individual must rely on his
own efforts and thrift, which, in the aggregate, is a vital basis of our
economicsystem. R '
'We would like to remind the committee that the best interests of our
people and likewise the national interest is served by unflagging re-
spect for and adherence to, the all-important doctrine of the dignity,
responsibility, and sovereignty of the individual. ~ = =
. Employers, unions, and especially government should foster at all
times, in all ways, the freedom of the individual action and initiative in
the planning of a career, in the fulfillment of each cherished aspira-
‘tion, and in the management of the fruits of personal iccomplishment,
~ Compelling an individual to pay taxes to support benefits in social
rograms is justified only to the extent required to insure that he and
is dependents will not become dependent on public charity,
Protection beyond this point should be a matter of individual
- choice—not compulsion. It is a matter of personal freedom which
no law should abridge. C o ‘
o o PAY ABYOU GO

On former occasions, when the system was revised, much additional
revenue was immediately secured by extending coverage to millions

i
'
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of ‘new docial-security taxpayers, none of whom could expect an
‘benefits for some time, This new revenue masked the fact that benefit
expenditures were growing very rapidly and, except for the new cover-
age, would have shortly required tax adjustments. | ‘
-In_shatp oontrast with these former occasions, we are presently
faced with a substantial current .deficit and much larger prospective
deficits; .The trustees’ report shows.that even in 1962, when taxes. are
scheduled to increase, disbursements may still exceed income, .
- As-I. shall - point out, the pending .bill, while levying higher
taxes, would use the bulk of the additional revenues for higher benefits
‘and would at most tend to reduce this deficit rather than wipa it out.
1 The lprior situation, whereby through extension of coverage, sub-
‘sfintial revenues were brought.in' without any immediate substantial
increase in benefits, no longer exists—for coverage is now almost
universil, excluding no substantial groups other than civil servants
anddoctore,:« v T o oo t .
* ~'The National Association of Manufacturers has long favored pay-
-a8-you-go financing, with a reasonable reserve to meet economic situa~
tions such as we gresently face. e Ce
But it is one thing to draw on the reserve to meet what we hope isa
tempormg recession, and quite another to add permanent and in-
ccreasing financial commitments to the system. - o -
. BENEFIT INCREASES ,
. 'On-reviewing the proposed benefit increases of H. R. 13549, par-
ticularly in view of the current deficit situation, NAM members have
been deeply concerned. I should like to give a few figures as to what
has been happening and what we face if there is to be not only the
natural growth in OAiSI benefit but what can be described as
the preelection political increases as well.
. After the 1950 amendments—assisted by the 1952, 1954, and 1956
‘amendments—benefits increased from $1.9 billion in 1951 to $7.3 in

19567, . . S ,
. VS'H&\'t do we face in the similar period 1959-65¢ The 1956 estimates
indicate benefits of $10.5 billion for 1065. Estimates of the current
bill are for $12.3 billion—this is an increase of some 17 percent over
the 1956 estimates—far above the estimated 7 percent increase of the
‘amendments; when we examine the realities of estimaied and actual
expenditures for 1957, we find that instead of the estimated $6.83
billion for that year, actual expenditures were $7.35 billion.

. . Estimated contributions were $7.26 billion, actual $6.83 billion. So
there would be no reason for surprise if both the 1956 estimate and
ourrent bill estimates for 1965 may not also be very much larger than
.estimated, and the actual expenditures for 1965 a billion or so dollars,
or more, above these estimated. : ‘

Likewise estimated future receipts may again turn out to be seriour:}iv‘
overestimated. We could then be currently and deeply in the
Wesimply do not know. -

Shorr:(liy‘ after the 1956 amendinents actuarial cost estimates were
g}}'\epa for the Committee on Wag,s and Meanszldabed July 23, 1956.

ese showed, age 14, 1956 contributions of $6,747 million and 1957
contributions of $7,269 million. ‘ '

P
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" But the actual contributions, according tg{pngo 86 of the Ways and
Means Committee rt accompanying H. K. 18549, were $6,172
million for 1066—$578 million less than was estimated,

Contributions for 1857 were $6,826 or some $438 million less than
‘was estimated. Another large difference in estimates was for benefit
payments. These were estimated at $6,829 million, but the actual
‘payments were $7,347 million—some $518 million more than estimated.

e 1086 estinutes showed the trust fund to be $23,786 million at
‘the end of 1957. The actual balance is shown in the current report as
$28,398 million-—$1,308 million less.

‘We have no basis for believing that the estimates accompanying
‘H. R. 13549 for 1088 and ensuing years will turn out to be any more
m}}ute than the ones made in 1956 proved to be for that year or for

It was estimated in 1986 that contributions for 1958 would be $7,336
million. It is presently estimated that they will be ap‘)mximawly
the same—$7 million, This figure is some $471 million larger
than was the actual for 1057. Why it should be any larger,if as large,
is certainly not demonstrated. . v

Even with this big estimated increase in contributions, the current
estimate shows the tvyst fund at the end of next gesr at $20,971 mil-
lion—while the 1936 estimate showed that it would be $24,437 million,
If the trust fund actually turns out to be this current figure, it will
be $3,666 million less than was estimaed 2 years ago. .

. There is one point certain—current operations are very seriously
in the red, and in the face of that, the current bill proposes to greatly
increase benefits.

If we look to the current estimates, these indicate that there is to
be collected from employers, employees and the self-employed next
year under the new tax schedule $1.8 billion more than the $6.8 billion
collected in 1957, '

That is'a more than 26 ts)\ewent increase in the old-age and survivor
tax burden. This raises three questions: (1) Will this huge increase
actually be realized; and (2) what this burden will do to the general
income taxes on business and to the price levels; and (8) what will it
do to business which has been looking hopefully to tax relief.

There is a fourth question. What does it do to the young person
raising a family and making $4,800—whose social security taxes as
‘ gresently scheduled will be $94.50 in 1959 if he is an employee and

141.75 if he is self-employed ¢ ‘ ‘ '

The answer to this question is mathematically simple. His taxes
if he is an employee will be increased in 1959 to $120, if self-employed,
‘they will be increased to $180—in either case almost 27 percent.

ese are the hard realities of the situation—higher and more bur-
densome cc ntributions, scheduled for after the coming election, and an
increase in benefits effective for the month of the election. A
" According to the current estimates even these increased taxes will
be insufficient. The trust fund, it is estimated, will be $21.6 billion at
the first of next year and less than $21 billion at the end. C

‘As I have stated, there is certainly no reason judging from the 1956
estimate, to believe that the deficit will be this small—it may prove
tobe a billion more. B ' ' o
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ADVISORY COUNCILS

Action at this time liberalizing benefits and increasing taxes would
be inconsistent with your 1956 action. The Committee on Social
Security Financing, established ﬁursuant to your legislative mandate
in 1956, has not completed its work, )

Furtilermore, it seems appropriate that the Secretary’s suggestion
be acted upon of establishing a new Advisory Council to review the
system’s benefit structure and other major questions. As he stated,
“such a study now also would have the benefit of the findings of the

Advisory Council on Social Security Financing.”
OVERALL STUDIES OF BENEFITS

Such an Advisory Council could and should study the Federal grant
grogram for sharing costs of State public assistance systems, It could
urnish thoughtful and well-documented answers to questions which
I understanf have been raised by committee members at the current
hearings—for example, whether the variable grant approach
on relative per capi State incomes to the per capita income of the
United States should be adopted in lieu of the present formula.

PUBLIO ABSISTANCE PROBLEMS

Besides its work on the benefit structure of OASI, the Council, like
preceding councils could and should go into the programs, purposes
and Federal grant structure of public assistance. |
- Public assistance programs are beini increasingly financed by Fed-
eral grants under the provisions of the Social Security Act. Over
the last 20 years, there has been recognized interrelations between the
public assistance Opro ams and the OASI program. .

Historically, OASI was adopted as an alternative to the otherwise
expensive development of public assistance. Both programs have been
developed to the end of meeting the dependency problem of destitu-
tion among the aged, the blind, the otherwise permanently disabled,
and the problem of dependent children. o

The present situation, for better or worse, is that many individuals
are benefit recipients under both program, and there has been a lack
of clear definition, both of the respective roles of these programs and
of the role of the Federal Government and the States in the public
assistance program. The new Advisory Council should explore these
areas, :

There are, as the committee knows, basic questions respecting the
gf)proprmte Federal and State roles in the field of public assistance.

umerous bills dealing with State policy and administrative practices
are before your committee, ‘ o

Should or should not, States take liens on the property of public
assistance recipients? Should data about a recipient ever be made
public, and if so, under what conditions? .

In determining an individual’s need, should or should not some
amount of earnings or rolperty be ignored? While it is my belief
that these are matters which should be left to State decision, 1t seems
to me that if your committee expects to give any consideration to the
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many pending bills in this fleld, it should be after study and delibera-
tions by an Advisory Council such us is snglgeswd by the Seoretm'{.

The pending bill has provisions for increasing Federal publio assist-
ance grants, Our organivation feels that the gx'imm'y uestion is not
inorenging, but rather of an orderly Federal withdrawal from financial
purticipation in publio nssistance, ‘

As indicated by the Secretary of Health, Education, and Wolfare,
ina previous statoment :

8lnce 1040, the welfure upg‘roprmtlonn of Btate and local goverhmoents have

dropped from 10.8 percont to 8.8 percent of thelr totnl expenditures,
In this same period, the Federal Governmuent's exponditures for publioc assist-

:m;.» {:&v& incrensed by more than 81 billlon until they ave now 8 times as large
s in : .

Tho estimated first year’s cost of the Rendin bill would be $288
million, This assumes that States would not incrense the expendi-
tures from their own funds, Such increases may be expected and -
would inorease the Federal grants from $1 to over $2 for each dollar
increasa in local expenditures, :

Of course, gentlemen, there is no special tax to provide those funds.
It is out of general revenue and would go to-inorease the national debt,

That there should be n withdrawal from publio assistance grants as
the Federal contributory system progressively provides security for
the otherwise needy has been long recognized.

As far back as 1960, when total old-nge and survivors’ insurance
benefits were $061.1 mil ion, the Senate Finance Committee stated in
its report: ‘ - ‘ o

In view of the extensive revisiona in the old-age and survivors’ insurance pro-
gram in the bill your committee belleves that a beginning should be made in re-
ducing Federal participation in supplementary old-nge assistance payments made
to beneficiaries of old-age benefita under the insurance program. Co

A committee amendment to this end passed the Senate, but failed in
conference, - ‘ ' - I
With current old-age and survivors’ benefite—sonie seven-eighths
of which go to old le—now at an annual rate some 9 times the
1950 rate, and shortly to be 10 times that rate, we believe that it is
time to (ritically reapraise the entire area of Federal financial par-
ticipation in ﬁublio assistance. This could be included in the impor-
tant tasks of the suggested Advisory Council. S ‘
Might I point out that the present temporary g\\blic assistance grant
formula expires June 30, 1959, and that an Advisory Council could
consider and report on public assistance issues, and Con can act
on these well before the present temporary grant formula expires, -

CONSOLIDATED REPORTING—WAGE AND PAYROLL DATA

We have noted with appreciation that the Department of Health,
Education, and Welfare and the Treasury Department have again
recon.mended legislation to consolidate the wage reports that employ-
ers make to the Government for social security and for income tax
withholding purposes. o N

In essence, employer-filed statements of wages and of tax withheld
which are now prepared annually would be used for old-age, survivors,
and disability-insurance purposes as well as for income tax. This
would make unnecessary the filing of detailed quarterly reports by
employers of the earnings of each of their employees. .

1
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This suggestion for consolidation of employer payroll reporting
with its attendant economies for all concerned has been under con-
sideration for several yonrs, ‘ ' ‘

Nevertheless, the pending bill, despite its manifold changes, does
not contain this proposal for re(fucing both Government and private

administrative costs, ‘
We sincerely hope that you will include these recomended changes

in any social-security bill you act upon.
DISABILITY BENEFITS

In reporting out H, R 7225 which, as amended became the 1056
social-security amendments, the Ways and Means Committee stated :
Your committee hus designed a conservative program of disabllity-ilnsurance
benefits, Under the bill eligibllity for these benetits will be limited to persons

who, through a record of work. over a conslderable perlod of time, bave demon-
strated a capacity and a will to work and who at the time of their disablement

have had recent work, A
Under your committee’s bill 1f anothes Federal disability benefit or a State

workmen's compensation benefit 18 also payable to the disabled Individual, the
disability-insurance benefit would be suspended if it is smaller than the other
ggaal:’itl'jty benefit; or, if larger, it would be reduced by the amount of the other

ne ‘ : ‘ o "

The bill also limited the benefits to the worker himself. It paid

no family benefits, : S ~

These provisions were normal precautions to limit benefits to persons
suffering a wage loss and to preserve incentives for recovery and re-
turntowork. ~ ° - C SRR '

‘The pending bill would puy benefits to a person who had not worked
for several years before becoming disabled. It would %ey ‘benefits
withont regard to the fict that he was drawing adequate benefits un-
der workmen’s compensation. - - - P
- It would make' disability benefits retroactive for as much as 12 .
months «befom»t!::‘-‘iperson ‘applied. In short, it would eliminate the
safeguards adopted in 1956 as necessary and appropriate in limiting
the system to its social purpose. : o . :

“Certainly the short experience with the system affords no basis for
this action at this time, - - - :

In conclusion, I should like to devote a little time to some broad
economic implications of the bill under consideration. -

- First, let me emphasize that we are not fighting social security but
_ are against unsound social security. We are firmly convinced that the
cost must be held to a level which can be supported, otherwise it can-
not be sound. In determining what costs can be supported, too much
credence must not be placed upon cost estimates of a proposed bene-
fit liberalization. There is no known method for making exact pro-
jections for 5, 50, 60, or 70 years. ‘ ~
_ Second, the pending bill will increase tax payments next year and
in all future years. Next year, according to the estimates, social-se-
curity taxes would be $1.8 billion above those paid in 1957. This is a
509%1; ¢ extra burden for 1959 which may not be as good a year as

In public assistance the estimate is an increase of $288 million in

grants next year. But that estimate is on the assumption that States
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do not inorease tholr own approprintions—and many are alinost cor-
tain to make such inoreasos. ,

Tho estimatos also assume, s\psmmnt.l, that Statos will not add peo-
ple to their rolls,  But they will doubtloss do thiv-—ns many can do
#0 with little or no extra cost to the State and in some cuses the State
oan netually make money by so doing.

Finally, an incroase of prices—whioh is what this bill will necos-
sitate-—-mfght well throw us biok into rocossion, That certainly is not
what this committeo, nor the Congress, wants, and it is not what the
p“ll'“tgn ?{umr wants or, if it understanda the lmsue, will stand for

itioally.
poWa ﬂnnl{ beliove that the changes )m;‘mod in the onding bill
should not ba adopted as & hasty preclection liboralization, There
should be no changes made until the Advlsor{ Committee has made its
mggrt and its s\m%\aﬁmm have been thoroughly considered,
nator Lona, Thank you very much, Mr, Fonda,

Mr. Eugene MoCrary. |
Lot th‘;xgoord el\ow);hat Mr, MoOrary is accompnnied by Mr. Wil-

liam P, Maocmeken, Jr.

STATEMERT OF V. EUGENE MoCRARY, OOLLEGE PARK, MD, ON
- BERALF OF TRE AMERICAN OPTOMETRIC ASSOCIATION, ACCOM-
PANIED BY WILLIAM P. MacORACKEN, JR, WASHINGTON

REPRESENTATIVE

Dr. MoCrary. Mr. Chairman and members of the committee, mtv
name is V. Eugene McCrary. I am an optometrist pmotioing in Col-
Park, Md., and for the past year have been & member of the de-
went of national affairs of the American Optometrio Association,

During 1944 and 1045 I served as a naval air gunner and & member
of a combat aircrew. Following my discharge, I took an accelerated
preoptometry course with the result that I was able to acquire in 1
year oollege credits which would normallf take 2 years,

I then ‘s)Kent. 8 years at the Northern Illinois College of OptometrY,
from which I graduated with the degree of doctor of optometry. Fol-
lowing graduation, I passed the examination given by the State board
of optometry in South Carolina and practiced for 2 years with my
father, who is an optometrist in Greenville, S. C. During this period
I was commissioned as an optometrist with the rank of ensign in the
Medical Service Corps of the United States Naval Reserve.

. During 1951 and 1952, I was ng%ain on active duty with the Navy.
This time as an optometry ofticer, I was promoted to lieutenant i’éunor
grade, and now hold the rank of lieutenant in the MSC, USNR,

I am chairman of the executive board of the qurylan(i Optometric
Association, and in addition to my private practice I am serving as
| ric consultant to the Nava I&march aboratory on problems

industrial vision. ‘ ‘ ‘

I am also president of the Lions Club of College Park, Md., and en-

in other civic activities, : .
national association, like most others in the health field, is
composed of individual members in each of the 48 States and the
District of Columbia. In most instances the individual joins the local
or State association and at the same time becomes a member of the

national organization.
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‘T'here nre two groups which provide the professional services emen-
tial to the care and prosorvation of the vision of the American le,
Porhaps the memborws of this committee are familiar with the services
perforimed by thews two groups, However, for the benefit of those
who may not have thin information at their fingertips, may I submit
the following by way of introduction,

'The optometrista, the group to which I holong, is composed of those
specially trained to exnmine the eyes of their patients for defects in
vision. Whon these are cnused by conditions which either partinlly op
wholly require medication or surgery, the patient is reforred to a
physician, The physicians who specinlize in the care of the eye
are known as ophthalinologints or oculists, Between 70 and 80 per.
cent of those in private life who seek professional advice for their
vision problems consult optometrists, '

The ophthalmologists or oculists ure the other group. Any physician
who spocializos in eye work may call himsolf an oculist or_ophthal-
mologist, but those who are certificated by the American Board of
Ophthalmology have taken rostgmdtmm work in the eye, have com-

loted n residency in an eye clinic, and passed the bosrd’s examination,
They are especially trained to perform eye surgery and to treat dis-
ensos of the eye, as woll ax to refract. They are in short supply, both
in private practice and (iovernment service,

n all 48 Statos and the District of Columbia, either by statute or
regulntion having the force of law, & person now seeking an original
license to practice optometry in one of these jurisdictions must be a
graduate of an approved school or college of optometry, each of
which requires a minimum of 5 years of study at the college level—3
of which are devoted exclusively to their specialty. '

All optometrists who have less than 10 years of professional prac-
tice have had this training, and in addition have passed at least one
State board examination, Those who do not have this educational
background have compensated for it by more than 10 years of active

ractice, ’
P In some States they now require a candidate for the State board
examination to serve grreriod of internship, but this is the exception
rather than the rule. The approved schools and colleges of optometry
are: The Massachusetts College of Optometry, located in /
Mass,; Pennsylvania State College of Optometry, located in Phila-
del h{u, Pa.; Ohio State School of Optometry, at Columbus, Ohio;
Indiana School of Qptometry, Bloomington, Ind.; Illinois Coilege ¢
Optometry, Chicago, Il1.; Southern College of Optometry, MemFths,
Tenn.; the School of Optometry of the University of Houston, Hous-
ton, Tex.; Los Angeles College of Optometry, 14 Angales, Calif.;
School of Optometry at the University of California, Berkeley, Calif.;
and School of Optometry, Pacific University, Forest Grove, Oreg.
~ The current announcement of the School of Optometry of the Uni-
versity of California, for example, requires the students to take as
a prerequisite to their professional training a course in physiology
of the visual system, followed by a course in pathology of the eye,
which includes lectures and demonstrations dealinﬁ with the iden-
tification of pathological conditions in the eye and the manifesta-
tion of systemic disease as indicated by the eye, and in the final year
an advanced course in pathology of the eye, with pa. ticular reference
to the application of the knowledge obtained in the preceding courses

/
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in the dotormination of diseuses of tho visual system in clinic patienta,
This I typical of the courses given in the other schools and colleges
of optomotry,

Prior to 1050, optometrists in mnn{ jurisdictions were barred from
t)artioinahmg not only in the aid to the blind program, but beonuse of

he mimntm;f)mu‘xtiun of tho regulntions prmnulgutuJ by the Social
Seourity Administration, all other vision programs supported by
State funds,

To correct this situation, the 1050 amendments to title X of the
soolal-scourity law pmvidmi that for o State ?mgrmn to be approved
to shure in the Foderal funds for aid to the blind, it must make avail-
able the services of optomoetrists to the recipionta of such aid.

This does not mean that up{ﬂicunta for this type of nssistance mnust
go to an optometrist, nor nre the findings or recommendations of the
optometrists bh\dim{ on the State authorition, As far ns wo have
boen uble to learn, this lpmgmm has for the pust 8 yonrs worked
smoothly in practically all jurisdictions. .

Congress, in passing the draft doctors law, with its various amend-
ments, the Medical Sorvice Corps Act of 1047, and the recont amend-
ment to the Veterans’ Benofit Aot of 1057, has recognized not only the
need but the propriety for utilizing in health cave programs the pro-
fessional sorvices of optometrists and disciplines other than medicine.
In the Army, Navy, and Air Force there are on active duty at tho
presont time more than 300 commissioned optometrists, with ranks
ranging from second lieutenant to colonel in the Army and Air Force,
or their equivalents in the Navir{.E )

Ono of the stumbling blocks to the utilization of the services of
ogtomemsts_ in Government-supported health programs is the fact
that in lagxslat.ion; regulations, and Government publications the
term “medical care” is used to include not only care which must be
rendered bgv » duly licensed phxaician, but also care which can prop-
erly be rendered by qualified and dedicated practitioners in specialized
fields, such as osteopathy, podiatry, optometry, chiropractic, and at
times even dentistry. )

To deny the recipients of health-care programs the freedom of choice
of a duly qualified practitioner is un-American and contrary to the
public welfare. In fact, in some jurisdictions the State attorney gen-
eral has ruled that it was illegal to bar from State-financed programs
a_duly licensed optometrist from participation within the scope of
his license to practice. .

Everyone is conscious of the shortage of physicians and vast sums
are being expended to enable those seeking to acquire a medical educa-
tion to realize their desire. It is therefore illogical and contrary to
the public interest to discriminate against any group with special
qnnlf;ﬁi.sc.ations that can lighten the burden which rests upon the medical

rofession.
P Certainly the individual should be free to choose his practitioner
ess of whether he is bearing part of the expense or whether -
it is all borne from State and Federal appropriations.

‘When the hearings were held by the House Ways and Means Com-
mittee, our Washington representative, Mr. William P. MacCracken,
Jr., submitted a proposal that was broad enough to make available
to the beneficiaries of any program financed in whole or in part by
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Federal aid, the services of all duly licensed practioners within the
soope of their practice us prescri b{ the laws of the jurisdictions
in which the services were rendered, He has advised me that there
migchb be some objection to an amendment which was as broad as
that suggosted to the House committes, und therefore we are sub-
mitting to this committes o proposed amendment which applies only
to the utilization of the services of duly licensed optometrists,
Thig amendment is ns follows :

Amend H, R. 180840 by adding at the end of sald bill the following
YDEOUARATION OF POLIOY REUAHDING UTILIZATION OF OPTOMKTRINTS

Bro. T00. The Congross hereby declares that it fs in the public interest thut
tho services of optometrists should be avallable to beneficlaries of health programs
flnnnced in whole or in part by funds appropriated from the Treasury of the
Unitad States. Nothing in thls Act or {n any other Act authorizing health
progrums shall be construed to exclude the utilization of the services of optuin
olrists within the scopo of thelr practice as prescribed by the laws of the juris-
diction in which the service is rendered,”

Both amendments we believe to be in the public interest and are
wnllfing lflo abide by the decision of this committee as to which one is
preferable. . . , )

We approciate the opportunity to make this presentation, and if
there are u]\n{ ucstions which the committee desires to ask, either of
myself or Mr, MucCracken, who accompanies me, we will endeavor to
answer them to the best of our ability.,

Senator L.ona. Thank you very much. ,

Mr, MacCracken, Mr. Chairman, may I suggest that this other
amendment might also be incorporated in the record following his
statement. That is the broader one which applies to any duly licensed
practitioner, not just to optometrists. It is in line with what was
submitted to the House, so that this committee has a choice.

Senator Lona, That will be included in the record, sir.

(The amendment referred to follows:)

Amend H, R, 18549, by adding at the end of sald bill the following :

“Skc., 704. It 18 hereby declared to he the intent of Congrexs that the services
of all duly llcensed practitioners within the scope of their practice as prescribed
by the laws of the jurisdiction in which the service is rendered shall be made
available to all beneficiaries or recipients of Federal aid and to that end the
term ‘health care' shall hereafter be deemed to supersede the term ‘medical
care’, save and except where the service to be rendered can only be performed
by a duly licensed doctor of medicine,”

Senator Lone. Mr. W. Rulon Williamson. Will you proceed, Mr.
Williamson,

STATEMEXT OF W. RULON WILLIAMSON, RESEARCH ACTUARY,
WASHINGIOR, D. C.

Mr. WiLLiamsoN. Iam speaking bm'e:{v today against the Social Se-
curity Amendments of 1858, as presented in House Report No. 2288, I
touch separabe}{ upon old-age and survivors benefits, permanent total
disability benefits, and public assistance benefits.

1. Old-age and survivors insurance : During the calendar year 1957,
the OASI trust fund was reduced by $127 million. Table 4 in 2288 an-
ticipates a further loss of $600 million in 1959, after a 1958 loss of $800
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‘million. The tax increase of one-half percent scheduled for 1959 is not

expected to entirely counteract the deflciency of thatyear. = -
960, 1063, 1966, 1960 each call for a further tax increase of 1-per-

oent, reaching 814 percent in 1960, when the rate is scheduled to be

more than double that of 1958, and applied to & higher maximum wage.

On page 2 is the further warning of constant adjustment in “a dy-
namic soeciety”—no guaranty of any maximum rate or maximum taxed

he man entering the labor market in 1069 with & tax of 814 per-
cent on $4,800 top wage, accepting the idea that both taxes represent
part of his earnings, may well resent the extent of the charity de-
manded from him jn behalf of the then aged and broken families,
He could quite logically believe—as many do today—that, allowed
the money in cash, he could go far to meet his own responsibilities,
through life insurance and investments, with the advantage of interest
acoruals, not much present in QASI. - : o
Last year, the awards or new claimants of 1957 represented a total
potential outlay during the full l;:éniod of benefit receipts for those
Eersons, of some 10 percent of che taxable wages, or 214 times the
-percent tax rate of the year, | N
_Report 2288, in table 6, shows for the distant year 2020, low and
high estimates, first of benofit payments of $36 and $45 biilion, and
next of trust-fund balances of $698 billion and nothing. ‘With the bi-
ennial congressional adjustments now coming to be expected from the
pattern of the last decade, no one can be much concerned over the
accuracy of these progactions. And no one can take very seriously,
either, the idea of benefits stabilized after year 2020, on into perpetuity,
after notln%4an increase of a third from 2000 t02020. . ;
H. R. 18549 makes worse four undesirable features in OASI:
There is too wide & range in individual benefits from minimum to
maximum, _ ‘ : Co
The family benefits provide too large a percentage of the average
wage for low incomes, , T |
. The aggregates of life insurance are fantastically large and too
large a percentage of all life insurance in the country. - L
'le;lsil;w ;(ilt;dfalls to_the current aged are very large, the most to the
- 2. Permanent total disability cash benefits: . - , .
PTD benefits were included from age 30 to age 65 for men and age
62 for women, in 1056. There were many rostriotions. It takes meny
years for natural or imposed selection to wear off, and for benefits to
reach dan&;roxw proportions. One important example comes to mind
where a PTD protection. ran for 13 years at: 20 percent of “the ex-
pected”—50 percent in year 13—and then jumped to 200 percent in
year 16. Drastic changes in overall conditions quadrupled the claim
ratein3years. - .- ot e 0 o
Other experiences with disability have shown that one may double
the rate of individual benefit and quadruple the aggregate claim pay- -
ments. I decidedly question the validity of the statement on page 5:
All of the recommended improvements in t+ disability provisions of the pro-
gram can be adequately financed from the co..iributions already earmarked for
the Federal disability trust fond. - B R S

N
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" The relative attractiveness of the amended benefits and the 1956 re-
stériclta;l benefits oannolt) bo«sq'mily; stxﬁi up, after only a:)otgt 8 ye&r
of claim. ents.  Dropping ou sa is apt to
expand. tlgay':munﬁ of thgpbogeﬁw An “g aﬁql'balgnce”m lz
undant by only 0.01: percent. out to-infinity, on an “intermediate
estimate,” would seem to have & lqu way to go on & very slendor mar-

.
3

gin. Sl Con dLE e a

8. Public assistance: Due to the absence of early benefits under
OAB, and its successors OAI and OASI, public assistance was the
main source of benefits at least up to 1950. Now, after more than
& score of years of operation, the contrast between the philosophies of
New Jersey and the District of Columbia on the one hand, and of
Louisiana and Colorado on the other, indicates that there is no com-
monly accepted doctrine as to the purpose and structure of public as-
gistance. e State of Indiana once set down its conviction that local
benefits ought to be paid locally, without & s‘r‘ebended sabsidy from
Washington funds. At a time of Federal it this makes much

mw. ) ) .
So the effort in 1958 to introduce the dubious philosophy of Federal
- variable grants, to force $300 million extra Federal money upon the.
‘States, seems apt to make for still less sound administration than to-
day. The encouragement of irresponsibility, of family desertion, of
illegitimacy, of erratic personal bookkeeping, were indicated in the
hearings of the Curtis subcommittee of 1953, and in many other dis-:
cussions on the pitfalls of public assistance administration. - ,
Certainly, too, it would take a wizard of an individual taxpayer to
follow through his share of tax payment made locally, through the
State and through the Federal Government toward the burgeoning
ggggnc asgistance accounts. 'The suggested hope in 2288 that after
million more Federal funds are all ‘to the States, those
States, saved $800 million, should then add that amount to their own
p,afments again, seems exactly the wrong aspiration. :
can see no reason for hamstringing more the sense of 1
responsibility for minimizing et&gensm ' The whole system should
g0 bak o th Sates and the Fodersl Government should withdrsw
iseubsidy. . . . e o -
Conclugion:l;-'l'he proposal to put a billion extra Federal dollars
into these systems in 1959 at a time of serious budget deficiency, and
to make permanent even worse extras thereafter, seems inflationa
and prejudicial to personal and family s;el,f-,suﬁcmn%. It would
be better to await the report of the Adv;ao(gCouncd on the Financing
of Social Security. They, as well as the Congress, have “a bull by the.
horns”—a tough assignment, H, R. 13549 tremendously complicates
i t. ) . . [ Lol A . ) .

'The paragraph on page 2 of 2288 which says that—. .. - -~ . -
12,000,000 now rely on monthly, checks from the socisl security system as “the.
foundation”— : S o R SV
and I quote “the foundation™ i C 0ot e n
seems an abdication of belief in our personal capacity. “We own
homes and gardens and automobiles, have life insurance, an 1Y .
Government bonds and other investments and power to choose. - We

B

i

e g

L



48 SOCIAL SEOURITY

have personal vesources, cohesive families, voluntary associntions of
many sorts, Those OAST checks conld be'n welcoma extra, a supple-
ment, but God forbid that' OQASI checks, so largely apology. for infla-
tion, should be the foundation of onr seourity, -+ -« S
1 ha‘ve also onclosed: for your reading o brief article which eame
out this week in Christinn” Feonomics, which I wrote last March,
which covera the same ground in o alighi;ly difforent way. :
(The article is ns followat) - e

L OASI=A BuLL ny Ty Honnw L
W. Rulon Willtamaon, former actuarial consultant to the Noclnl: Neeurlty Board

1t was some 24 yoars ago (June 20, 1084) that President Franklin D, Rooxevelt
appointed a Cabinet Qomnittes on Keonomie Neeurlty to mnke “reconnmendationn
concerning - proposala which, in ita Judgmont, will promote greater economie
seurity. The Gommittea \\s(au. aunthorinod to wso such hattorles of exports, con.
sultanty, advisers, and working staff as could be brought togather for the
purpose, o ‘ ' , .

¢

A

' ORAHT PROGRAM

~ From the vantage polnt of hindaight, 1t seems clear that this group of o few
hundred persona was genred to lanhich & erash program under a wide variety of
cowmpulsiona which inelvded & - : C ‘ - Co
(n) 'Tho intent to cateh -up with Burope in the governmoentul assmmption of
poraonal responaibilities. . : ‘ o ‘ | .
(d) To transcend the fear of Amwmtltmloxml actjon, , . .
(¢) To minimise the hellef in the individual's ability to budget his owa earn-

ingu for the present and the future,
(1) To reverse the ascent from status to contract into the alde back from

contract to atatus, SN

(¢) To keep early costa low by poatponing benefits payment,

() When making alightly delayed, lavgely free benofits, to allot the largeat
windfaila to the men of substancs, lmplng o gain thelr support for the program,

Here in the United States, “lnaurance” was a good word, but it wasn't a aafe
word for & Federal euterprire. Insurance was a province regulated and super-
vised by the soverelgn States. Premature use of the word would be prejudicial
to the evolving program. It seemed neceasary to ease in the Federal direction
of the program as & modern way of thrift, clalming that the system was inevitable,
and, once established, permanent. . ' SR

Thus, the Soc'al Security Act of 1038 came into being. Within that nct, titles
II and VIII outlined benefits and taxes, old-age benefits (OAR), and payroll
taxes. For this pair of titles the use of the word “lusurance” was deferred until
the Supreme Court ruled the arrangement constitutional on May 24, 1087. The
briet presented to the Supreme Court had said it was not insurance, but gratufties
or relief and general taxation. - : R oy

But with the bogey of unconstitutionality lald, the Soclal Security Board
chauged the name of the Bureau of Old Age Benefits Into the Bureau of Old Age
Insurance, In 1089 the addition of benefits for survivors and dependents of
covered employees brought another change in name to the Bureau of Ola Age
and Survivors Insurance (OASI). o :

'FINANCIAL RESULTS

OASI has now (including that initial OAB) been in operation for 21 lyears under
a steadily shifting set of rules and kaleidoscopie philosophies. As 958 dawns,
with a higher ceiling for the national debt, with the OASI account outside of
the regular budget, with the OASI trust-fund assets a part of the national debt,
with the buying power of each saved dollar constantly shifting—mainly shrink-.
ing—a laconic review of OASI financial results should be illuminating.

1. The number of people covered in 1087 amonuted to 82,800,000, while in 1057

the coverage was 97 million. , S . .
The earmarked social-securfty tax collection for 1087 amounted to $514

ml%lion but for 1057 it had Jumped to $6,826 million, - -
In oiher words, while the number 'ot people ‘;overed fincreased threefold in:

that period, the “take” from them increased thirteenfold.
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8 Tho beneflts and administrative expensen for 10487 amounted to $1 milljon,
Jumped to a little ovor 81 billlon in 1080, and then up to $7,000 milllon {n 1047,

To rocap this change from 1087 to 1007, the coverage huu tripled, the tax col-
lection hns grown thirteenfold, and the expenditures have rison seven-thousand
five-hundred-fold, o : . S

4, The unused portion of the taxen collected went into a trust fund—Federal
honds—on which interost was allotted (f£rom general taxation). Thin trust fund
nt the end of 1987 (with a lttle added velvet from approprintions) was 706 times
the 1087 beneflt payment. In 1050 it wan down to 18 times the 1050 benefits
xmyman:uu At the end of 1087 It wus down to three times the 1067 benefits
paymenta, : ' I '

8, The percentage of tho payroll taxos of the year allotted to the trust fund
was 140 porcent in 1087, 62 percent In 1050, 8§ percent in 1006, 0 prcent in 1057, .

YRAR OF CROBSOVER

.In 1057, the tax collection on OARL was $0.8 bitlion: the expenditure, $7.06
blllon, The margin fn the taxes had completely disappenred. Curves showing
income and expenditures, yonr by yeur from 1047, with the income valnes ahove
the oxlmndlturon. have reached the year of croksover, with -the ‘expenditures
above the income, . ¥ : A .

The trust fund of $22 billion Ik only ghout a1 third of any orthodox clalmes.re-
sorvo for the benefits In process of payment. The awards, the new clalms, of
1067 represont a sum of from $18 billlon to 820 billion, an amount for 1 year's
additional elalims not far short of the entire trust fund. While the tax bame is
4 porcent of taxed payroll, these. claimu of the year portend payments to these
claimants and their dependentaof 10 percent of payroll,

Iite insurance, under traditional actuarial direction, deals with the contin-
gencles of life and death. It has ‘evolved dependable, workable methods of
preminme,, resorves, claim recognition for its trusteeship, based upon the con-
cept of individual contracts. Federal open-end gccounts add many special fea-
tures, such ag the taxahility of employers, the taxabllity of workers, the pooling
of persong of both sexes, different ages, varying family responsibilitien, varying
enrnings, changlng employment conditions, and many other factors—the most fm-
portant:one heing the constant threut of amendment. Voluntary assessment and
fratornal assoclations ran into serious trouble in attempting such open-end. pro-
toction, reorgunization having been required over and over agaln in the early
years of ‘the century. The actual experience of OASI demonstrates again the
inability of nonfinancial legisiators and bureaucrats to handle the economic cal-

culations involved, -

UNABLE TO FORECAST

Skilled actunries are unable to forecast the future results of such open-end
accounts, -especially: when biennial changea in the structure are possible. They
can glve {llustrations of potential future situations by making assumptions as to
values of factors beyond their control. They find it wise to give at least a’low
and a high set of assumptions, and.consequent illustrations. When they do
80, those using the data’ have heen taking mean values between the two {ljustra-
tions and using that menn as though it were & ific prediction. * :

"Such. nonactuarial discardjng of the warning inberent in the caution, “We
cannot accurately predict,” has resulted in an uynwarranted optimism. BSome
of those so using the synthetic cost structure as valid must be recognized as
fgnorant persons, working beyond thefr skills, or charlatans with Jack of re-
sponsibility. ' Under this: situation, the amendmints to the OASI strueture of
1800, 1052, 1954, and 1056 have resulted in the above-outlined developments, -

Two examples of a wide deviation in the experience from much-used illus-
trative projections made long in advance should be sufficlent: . X

1. At the time of the 1035 act, a prepared schedule of prospective tax collec-
tions and benefit payments and reserve accumulation indicated expected reserve
in 1980 of $47 billlon. The progression was carried through, year by year, for
the period 1837-80. The 1905 projected benefits were $888 million, . The actual
expenditure of 1055 in thé manipulated evolving structure was about $5 billlon,
or nearly 8 times the amount set down illustratively for 1935 by the actuarial
ﬁox;sulmnw of the Committee on Economije Security and the then Government

ctaary. & ‘ :

2. In 1048, the Office of the Actugry within the Soclal Security Administration,
following, the modifications .of the aystem into OASI of the 1089 ameudmente

RS N
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to the Boolal Becurity Act, made two constructa=—a Jow and a high, "An fnter
medlate ré-~Uned by many as the predicted figure--was $1.9 billlon for bene.
A o neo S (A O 16, 103

! ! 0 0 oArle ons
aot\n\ml people an a“gmm for 1007--guoting the aé‘t‘i‘mlps aw wuthority, = -
D . DANGEBOUS PATTEAN | |

Since the Congrees, compasalonate as to human needs, seusitive as to what
they feel to be voter attitudes, has wet the pattern (the highly dangerous, and, to
some extent, an irreaponsible, pattern) of blennlal incrense in benefits, experi.
EhShan i GARL" oy St Bt s emrot

A - [ ure is enormoun,
Over a hundred bills are on hand for 1088 expn%on. ¥

On the other hand, though, should the time ever come when we can no longoer
hold the bull by the Eomn. seotion 1104 of the Boolal Becurity Act—resorvation
of ?! some ible rellef to future tu!mym agalnst the tremendoun
%r Ny to alter, Scsead, :rmmu“'l 3“"‘m""’§;‘x‘éﬁ“ﬁﬁu Act 18 hereby r

0
served to the Oongrem." pout any ' o T erehy re-
Senator Lona. ‘Thank you, Mr, ' Williamson,
Mr. Howard J. Riordan. o «
Will you proceed, Mr. Riordan, -

~ STATEMENT OF ROWARD J. RIORDAN, ARLINGTON, VA.

Mr. Rroxnan. First lot me thank the committee for this opportunity.
I appear today as an individual strictly, to express one individual’s
reactions, and Yor the larger share of the early Im'c of this afternoon
I was afraid my reactions were the only ones of their sort in the pic.
ture, but I have taken sorme heart in the last hour, )

My name is Howard J. Riordan, and I have requested the privilege
of appearing before you gentlemen of the Senate Finance Committee
in to state, us an individual citixen, some views which I firmly
believe are sound and in the best interests of all of us as citizens,
regarding the proposed ohmfae in the Social Security Act which the
House recently H.R, 18849, .

Senator Baxnerr, Mr. Chairman, may I ask Mr, Riordan to iden-

ity himself, his residence and his oooupation, before he makes this
statement. - - |

Mr. Rroroax. My residence is 8188 North Pollard Street, Arling-
mv.. hﬁy oocupation is that of a ‘general agent for the John Han-

Mutual Life ranoe Co., in Washington, D. C. :
"Let me make clear that I am not opposed as s person to the basio
principles of social security—provided there were some way of pre-
venting them from becoming a tempti litical football. However,
a8 ::f election year finds a new of ies poured into the
social security stew, it becomes increasingly clear that the problem of
maintaining this system on & sound, equitable, and basic level is now
: By contrast, we are well on the road, it appears to me, to distorting
the social-security system into & Gargantus which can, and probably
will, eat into our moral and financial well-being like a monstrous can-
cerous growth, Sel I would like a social-security program which.
would provide $500 or $1,000 per month for me as long as I live after
50, and for everyone else; which would also provide this income
g} felt sick or became 'disnl":led; which would pay all my bills in
either of thoss events and, when I died, would provide my family with
a comfortable lifetime income. . _ '

i
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The only thing T don’t like nbout such n progeam s that T know it
In vislonary, thut 1t would ultimately be disastrous for our people and
our country, Yot bills such ny the one now boing considered Iy this
lenrned committos put us on the rond to such a prograin as I have
doscribed above, V

11 it bo snid that I eite u vidiculous oxtrome, T would ask you gentle-
men, who of ull mon, know human nature so well, to tol] me whether
you honestly think it is the custom of human nature to ssok comfort,
oneo mmm{, and/or relief from problems only in moderation--par«
timnfnrly whon it is thou{ght that sumeono else is puying the bill9

You will ull reenl) what is said to be the fuvorite story of the late
rovered Senator Barkley——about the pampered constituent who voted
agninst. him,  'When the Senator reminded the constituent of the mule
titude of favors he had done for him over man yeurs, he got an ace
knowledgment of that fact and said: “Then w Yain heaven’s name,
did you vote ngninst me?” T'he farmer asked, ‘Wul, what have ye
dono for moe lutoly ¢ ' ,

It would nppoeur that the social security program is being turned
into u porpetual answer to that lnst question,

Interrupting this prepared statement for just a moment, the ques-
tion occurred earlior, I notod in the testimony, and yesterday concerns
ing 1950 rovisions, There were, for the record, as far ag my submis-
sion i8 concerned, benofit ndjustments in 1056, 1t iy merely that, as
thero were in every yeur, 1050, 1062, 1954, and 1956, and now, as con-
templatoed, in 19568,

The point of confusion T belisve arises from the fact that there was
no busic rendjustment in 1056, but rather, the opening of the door to
disnbility benefits, .

On which point, again, an interpolation in my own statement, 1 cer-
tainly could not, humanly speakm,f, blame Senator Douglas for his

ride in having find a part as an individual in introducing or in help-
g nlong that disability benefit and seeing it to its successful passa
in 1056, nor his pride in knowing that because it was kept strictly
segrogated that it so far has been a solvent program.

Howaever, I was extremely interested to seo and heartily concur with
several opinions in testimony just given which indicates that you can-
not judge a disability program in the first year of its operation, and
the evidence is already in, in this ﬁear’s proposed bill, that the door
is to be opened wider as an exemplification of further aggrandizement
of the disability program that will inevitably, I would judge as a er-
son, take place in the Xears to come, and that, therefore, the disability
program cannot be judged as a practical matter until some years have
passed without any tampering with the original program.

' I do not_propose today to bore you with statistics or_forebodin

figures. All of those that you can possibly need are readily available
to you from better sources than I could gossxb]g be. My intent is to
touch upon underlying principles, for I think a reexamination of
pertinent principles in connection with the philosophy of sorial-se-
curity legislation is long overdue. ‘ ) o
1, ")i‘he Congress itself has placed in being an Adviso Council on
Social Security Financing, recognizing the patchwork characteristics
which the Social Security Act has acquired. Yet now it is pro :
before this Council even has a chance to report its findings—to add

207485817 ¥
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to the patchwork. What possible justification can there be for such
aotion, other than the sorry one—certainly not worthy of the United
States Senate-~of election year expediency '

Senator Lona, If you will :pardon me for saying it, I have voted
for my last study on social security, because 1 do not want to ever
be confronted again with this argument. I do believe we have some
ability to study these things for ourselves, rather than just sittin
here tt, roughout our entire term waiting for somebody to come in an
m 0!‘ . )

ome time ago someone wanted to establish a commission, and came
to see mo at Baton Rougo and suggested thut I would be called upon
to suggest one of the members of one of these commissions if I would
vote to help set it up., My reaction at that time was that if it meant
we were hot going to be able to act and to vote on mensures of this
sort, then I was not goin% to be for it, and that is how I feel abont it.

Mr. RrorbaN. Senator, I can understand fyom' position in saying that
you would not vote for the establishment of such a commission feeling,
48 you do, that you wanted to be free to take uction at any time.

Towever, this Commission is an established fact. It hns been en-
trusted with a duty, and certainly the gentlomen who were named as
being a part of that Commission were such as not to take part in it
unless they felt that their actions were to be a fruitful work.

I think no one of us who is reasonable would expect any one of you

ntlemen to have so much time or to have so much knowledge at your

ngertips as to be able, in connection with a tremendously compli-
cated program of this sort, to know exactly those facts which you
would want to have in order to make the kind of judgment that you
would want to make; so personally, I would understand your latter
reaction, but I would personally think that a commission for purposes
such as this offers sound advantages.

In any event, it is a matter of the desire of the Congress that this
Commission or Advisory Council do certain work and then report
back, and here we are, as I say, adding to the patchwork prior to any
report received from them.

9. Social-security legislation is among the most ‘mportant items that
come before the Congress. Yet this bill is before your committee at
the 11th hour before adjournment, with very limited opportunity for
serious consideration, in an atmosphere traditionally congenial to
hasty action rather than mature deliberation. I believe it is literally
true that more time has been given in this Cong\ress to a vicuna coat
and some hotel bills than to this legislation which vitally affects every
person in this country. ) ) .

3. This bill provides further increases in social security benefits
which are not warranted by the facts—unless we intend the program
to become the financial umbilical cord which will bind every citizen
of the United States to the Government as a child is bound to its
mother. Again, I freely admit—and this is the inherent danger—
that human nature is most naturally going to welcome these proposed
increases, You remember the salesman for a bookkeeping svstem
t: “This system is guaranteed to do half your

who told & p
work.” To which the boss answered: “That’s ﬁne-f—I’ll take two of

them.”
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4. The people of the United States have, to date, been given a social
socurity program of benefits that has been constantly increased in
every direction. They have been led into the belief that they are cur-
rently {mymg the proper bill for these benefits, although that is not
the truth, I submit to you gentlemen that this is the time to stop,
recoive and study the findings of the Advisory Council on Social Se-
curity Financing, and then, most probably, increase social security
taxes in some equitable fashion to pay for the benefits already legis-
lated—certainly it is not the time to incrense those benefits further,

5. I believe it is past time that the Congress should ask itself what
would have been done, under existing statutes, to any insurance com-
guny which would have handled its policyholders, with regard to bene-

ts and premiums, as the Congress has handled the people of the
United States with regard to the benefits and taxes under the social
gecurity program, Such a company would have had its 