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SOCIAL SECURITY REVISION

MONDAY, FEBRUARY 20, 1950

UNITED STATES SENATE,
CoMMITTEE ON FINANCE,

Washington, D. C.

The committee met at 10 a. m., pursuant to recess, in room 312,
Senate Office Building, Senator Walter F. George (chairman) pre-
siding.

Prgsent: Senators George, Connally, Hoey, Kerr, Myers, Millikin,
and Taft.

Also present : Mrs. Elizabeth B. Springer. Chief Clerk, and F. F.
Fauri, Legislative Reference Service, Library of Congress.

The CHaiRMAN. The committee will come to order.

The first witness is Mr. Charles E. Sands. Is Mr. Sands present?

Then we will come back to him later and see if he has come in.

Mr. Daniel J. O’Brien?

STATEMENT OF DANIEL J. O'BRIEN, FIRST VICE PRESIDENT,
AMERICAN HOTEL ASSOCIATION

Mr. O’Brien. Yes, sir.

The CHAIRMAN. All right, Mr. O'Brien. Come around, if you
gease, sirr, You may have a seat. You represent the American

otel Association ?

Mr. O’BrieN. That is correct, Senator.

The CHaIRMAN. You are an officer of that association ¢

Mr. O'Brien. Yes; I am vice president.

The CuairmMaN. We would be very glad to have you identify your-
self accurately for the record and proceed. We will be glad to hear
you on this bi¥l.

Mr. O’BrieN. Mr. Chairman and gentlemen of the committee, 1
am Daniel J. O’Brien, of Toledo, Ohio. I am representing the Amer-
ican Hotel Association, whose member hotels in every State have
ap&;'oximately 75 percent of the hotel rooms of the country.

hile most individual hotels are relatively small business estab-
lishments, as compared with great manufacturing industries, our
total effect upon the Nation’s economy is substantial, we frequently
are referred to as the seventh largest industry of the United States.

I am humble as I appear before you to testify upon a bill which
runs 201 pages, to which the House Ways and Means Committee de-
voted itself for 6 months in 1949. However, our American Hotel
Association has really given a great deal of thought to this entire
social-security program, and we are anxious to pass on to you the

problems which this program would present to us, if this bill were
enacted 1n its present form.

1131



1132 SOCIAL SECURITY REVISION

We hotel men in America do not oppose social security and em-
ployee benefits to every employee. It does not follow, therefore, that
any criticism of an individual portion of H. R. 6000 is in any sense
an indictment of the principal objectives of this legislation. There
are, however, an increasing number of employers who are now pro-
viding their employees with a greater degree of security, and more
numerous health and welfare benefits, than ever before. These in-
clude vacation (Fay, holiday pay, year-end bonus, pension plan, hos-
pitalization and medical plans, old-age and survivors insurance, dis-
ability insurance, life insurance, unemployment insurance, workmen’s
comEensation, recreational activities and facilities, free meals, free
work clothes, et cetera. These are over and above all cash wages, and
constitute a very substantial cash outlay.

The question arises as to whether the increasing assumption of em-
ployee security and responsibility by the FederaFGovermnent would
mean the ultimate abandonment of all private plans. Many of the
benefit programs which are today oﬁ'ereg to employees of individual
hotels, are a part of the contract between the employer and the bar-
gaining labor organization. I am sure considerable time would be
required to switch over entirely to a Federal program of social security,
if 1t were ultimately decreed that the Government should underwrite
all emp]oree occupational hazards.

I recall the great mental anguish with which I personally had to
cope, when as a young man I debated the wisdom of paying a rela-
tively substantial portion of my income for self-protection in the form
of insurance. Those insurance premiums might have meant that my
family could not make desired or necessary personal expenditures
until the insurance had first been paid. I do feel earnestly that if
there is any one thing to our system of incentives in America, it 1s
based on the fact that as individuals, we have an obligation to try to

rovide some degree of security for ourselves and our loved ones.

hat incentive must be retained or the individual heights of perform-
ance to which American workers have always risen, will have been
sacrificed in the years that lie ahead.

I am not sure I am ready to admit that the program which is herein
contemplated is an insurance program. I am afraid that it is more in
the nature of a relief program, which could be modified and distorted,
from time to time, in response to pressure and from political spokes-
men, or spokesmen from strong employee groups.

May I give an example of what I mean? A few years ago, the
House Ways and Means Committee entertained legislation which pro-
posed supplementing State unemployment compensation payments,
and extending the period in which such compensation is available.
Now, it could be that these proposals might have had soundness, even
from an actuarial standpoint. But the facts remain that the Ways
and Means Committee itself concluded, after extensive hearings on
these measures in past years, that such a proposal as would increase
unemployment compensation to $25 a week for 26 weeks, would actu-
ally put a premium on idleness. Members of the committee them-
selves expressed the belief that some unskilled employees would be
slow to report for duty on some job if they could draw adequate
unemployment compensation springing from their release from an
earlier job. In that sense, the proposals did embody a principle of
relief, and were not strictly based upon insurance principles.
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I feel strongly that whatever is undertaken in the social-security
field should follow closely the best accepted principles of insurance
and, above all things, should be based upon an actuarial formula.

I am just an ordinary American, who has served both as employee
and employer, and 1 ?:) regret to observe that there are employees
who are guilty of absenteesim, and who are quite willing to extend
themselves to the maximum of their ability, physically and men-
tally, if provisions are made for their welfare without working.
The Department of Commerce has heretofore published estimates
of the total number of employable persons who are seasonal or occa-
sional workers, and who seem to have no desire to be gainfully em-
ployed the year-round.

When World War I1 struck, England was paying a dole of 25
shillings to a married man with one or two children. As an unskilled
worker, that man could earn only 30 shillings if he worked a full
workweek. So, in spite of the fact that England was fighting for its
very life, it took a year or two before those persons who were enjoy-
ing a dole could be diverted to the nation's work force. Here in
America we must never destroy the personal initiative and the per-
sonal responsibility of our own people, no matter where they work.

I note that a proposal was made to the Ways and Means Commit-
tee, in connection with its hearings last year, to the effect that the
mounting social-security program in the United States should be
brought under the jurisdiction of a joint committee. comparable to
the Joint Committee on Internal Revenue Taxation. It was urged
that this committee be made up entirely of technical people from the
Treasury, and from congressional committees. And it was empha-
sized that this committee would see to it that the program was admin-
istered as an insurance program on a sound actuarial basis. Busi-
nessmen generally would have more confidence if such an approach
were used.

The very fact that Government bureaus develop into such mon-
strous agencies frightens the layman. 1 do not know whether it is
true or not, but I have read on several occasions that the Veterans’
Administration today has 1 employee for every 15 war veterans, liv-
ing and dead. If any such multiplication of staff people was practiced
in the case of the social-security przgram, something liﬁe every
fourth family would have to be on the Federal pay roll to administer
the program. Adherence to strict insurance procedure might mini-
mize the temptation to make a social agency out of this department
of Government. This, we fear, could easily defeat the altruistic pur-
pose toward which we should all address ourselves: namely, a com-
petent insurance program which is workable and practicable.

The Commissioner for Social Security has testified that adminis-
trative costs of the program have been held to 3 percent. If we are
to launch out into untried fields, a limit on maximum administra-
tive and operating costs should be set forth, to insure the actuarial
soundness of the entire program. The Nation's employers and em-
ployees dare not risk possible future insolvency of this fund.

Let me now enumerate for you some of the problems which this
bill poses for the hotel business. H. R. 6000 provides that an em-
ployee’s income, arising from tips, shall be made taxable for social-
security purposes.
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We are opposed to this, for the following reasons:

In all the history of hotel and other service businesses, there has
never been devised a way by which the employee would make an accu-
rate statement regarding his or her tip income. We frankly regard
the whole practice of tips as a bad one. It is an irritation to many
of our guests, and it is a source of friction between management and
employees. .\l attempts, however, to eliminate tips have failed.
They have failed in hotels, in restaurants, on railway dining cars, and
elsewhere, because the guest who wanted special service of some kind,
would not be guided by the request of management that tips be banned.
So, we have somehow to live with this practice, whether we like it or
not.

Service employees in a hotel, or other service establishment, who
receive tips, receive a somewhat lesser cash wage. Even so, many
tip employees in hotels decline to accept an executive position, be-
cause a generous public does make service jobs highgf lucrative.
Many waitresses in our dining rooms, for instance, would not trade
places with the cashier or the hostess.

But when it comes to an accurate declaration of income from tips
that is another thing. The employee continues to regard this as a
personal matter in which the employer has no responsibility. It is
not uncommon for an employee to give one estimate of his tip income
for Income-tax purposes. and another estimate of tip income when
filing a claim for unemployment or workmen’s compensation benefits.

The Bureau of Internal Revenue has worked diligently, always
with our cooperation as an industry, in seeking to ascertain a rela-
tively accurate measurement of this income for income-tax purposes.
But the Bureau has made little progress collecting income tax or in
persuading tip employees to include an accurate statement of tip in-
come 1n their returns.

H. R. 6000 provides that an employee shall declare his income from
tips within 10 days after each quarter. This would seem like a rela-
tively simple procedure; and yet it comes a long way from meeting the
realistic problems which an employer in a hotel will experience.

Actually the proposal would put us in a position where we would
be required to deduct a 11%4-percent tax from money which is never in
our hands, and to calculate the tax on an amount which we cannot
ascertain. For example, most hotels hire casual waiters for many
functions. These individual employees may not return to the hotel
for a month or more when another special function is scheduled,
or may never return. If the hotel is supposed to make a deduction
from the cash wages of each such employee, based on tip income, an
awkward situation arises. I can visualize 100 special banquet waiters
standing in line before pay windows computing their tips, and giving
a statement thereof to the paymaster and then having to wait 1n line
while he figures 114 percent on each estimate and then subtracting
that from the sums due each worker. Such a performance -would take
all night, because they are paid as soon as the party is over.

Under this bill, the procedure would be even worse; 3 months after
the dinner, the casnal employe would send a statement to the hotel
as to tips received that night. The hotel would have no wages from
which to make the deduction. We could give other illustrations, but
this reveals the impracticability of making deductions from funds

%

which the employer never has. A like proB]em could easily arise in
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seasonal and resort hotels where the employees would never work a
full 3 months and 10 days. We contend that the procedure here
proposed is unworkable.

If tips are to be taxed at all, the only way we have figured out that
they might be treated is to leave them to the option of the employee.
If he elected to have an estimated amount of tips included in his
wage, for social-security purposes, he should be required to furnish
a statement to his employer, showing tip receipts, and at the same time
tender to his employer 114 percent of such amount representing his
share of the tax. .And this would have to be done before the employee
is pald.  Otherwise. in view of the turn-over experienced in service
industries, many employeces would no longer be on the job 10 days
after the conclusion of the quarter.

One of the principal reasons why we oppose this proposal is that
we are afraid that employers might be held liable for retroactive tax
assessments under the ensuing regulations which the Commissioner
might draw if this bill were enacted in its present form.  We might
somehow got stuck for the tax where the employee made no declara-
tion, and paid no tax, or had no wages coming.  Or if it developed
later, through investigations by the Bureau of Internal Revenue or
other Government agency. that the emplovee had made too low a
declaration at the outset, we are quite sure that management would
have a retroactive assessment on its hands. The sum involved is
0 small that we recommend that tips not be made taxable at all.

It may be argued that this complex subject of tax bas~ed on tip
income has been successfully met in the working of unemployment
compensation taxes in a number of States. We do not agree that
this 1s a _comparable situation. In the first place, there is no uni-
formity in the various States. Many systems for computing this
tip income have been tried under State Taws, but none of these has
worked out satisfactorily. All methods tried to date have failed in
some respects. Experience under these other laws has clearly estab-
hished the impracticability of this provision of the bill.

Now it might be argued by sponsors of this bill that the Treasury
would never go behind the declaration of the individual employee
regarding his tip inconie. If so, this should be made clear in the law,
together with the assurance that there is no liability on the employer
where the employee mukes no declaration of tip income.

But while H. R. 6000 purports to be an amendment to the Federal
<oclal-security laws, we point out that it also contains an amendment
to the laws relating to withholding of income tax. By amending the
definition of “wages” in section 1621 (a) of the Internal Revenue
Code, it would have the effect of requiring enmplovers to withhold
income tax upon the amount of tips received by an employee if such
employee files a statement as to the amount of such tips with the
employer within 10 days after the close of the calendar quarter. 'This
provision emphasizes the impracticability of including tips In wages,
as we pointed out above.

If an employee receives his pay every week for 3 months, and at
the end of that time gives his employer a statement to the effect that
he received several hundred dollars in tips during that period, is the
employer supposed to withhold approximately 20 percent of such
amamt as income tax? He certainly cannot withhold it from wages
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already paid, and the amount to be withheld might be so large that
1t would exceed several weeks’ future pay, assuming the employee is
still in his employ. The impracticability of such an amengment 18
obvious and it should be eliminated from the bill.

Let me next discuss section 210, subdivision (k). H. R. 6000, which
defines “‘employee” to mean, among other things, any individual who
under the usual common-law rules applicable in determining em-
ployer-employee relationship has the status of an employee. The bill
proposes to amend this definition so as to include specifically an in-
dividual who qerforms service under a written contract expressly re-
citing that such person shall have complete control over the perform-
ance of such service and that such individual is an employee notwith-
standing any modification of such contract not in writing.

The effect of this change would be to prohibit a true determination
of the status of the person performing the services. It would make
the language of the contract, however artificial and however mislead-
Ing as to the true facts, the final and sole criterion. The obvious pur-
pose 1s to prevent any determination as to the true relationship. This
1s not an academic point because this situation exists in connection
with the employment of musicians who are members of the American
Federation of Musicians.

Obviously this amendment is intended to overcome the effect of the
Supreme Court decision in Bartels v. Birmingham (67 Sup. Ct.
1547). That case was based upon a set of facts which is common
practice in the music world. An orchestra was built around a leader
whose name and distinctjve style in the presentation and rendition of
dance music was intended to give the orchestra a marked individual
character. The leader organized the orchestra, selected and trained
the members thereof. and made contracts under which the orchestra
would appear usually for a one-night stand in consideration of the
payment of a lump sum. The orchestra leader took the lump sum,
paid the expenses of transportation, music, et cetera, and paid the
individual members of the orchestra fixed salaries, keeping the profit
for himself.

In actual practice the ballroom or hotel engaging such an orchestra
had none of the powers ordinarily given to an employer. It could
not hire or fire the individual members of the orchestra; it frequently
does not even know their names; it could not dictate their style.
method or performance, musical selections, or instruments, which
they played. The Supreme Court found upon the facts that the
orcKestra leader, rather than the ballroom, was the true employer.

The proposed amendment is obviously designed to place the liability
for social-security tax payments upon the hotel or ballroom which
engages such an orchestra. The form of contract involved in the
Bartels case and which is still in use, in substantially the same form,
provides that the ballroom or hotel shall have complete control of the
service, and describes the hotel or ballroom as the employer. The
Supreme Court found, however, that this fiction could not be main-
tained merely because it appeared in the contract, and the Court
placed the liability where it belonged, namely, upon the orchestra
leader.

We also point out that the proposed amendment fails to accom-
plish its purpose. In placing the obligation upon the person described
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in the contract as the employer, which would be the hotel or ballroom,
the proposed definition of the term “employce™ also fails to relieve
the orchestra leader from the same liability. The amendment also
places the liability upon the individual who under the usual common-
law rules, 1s the employer and this would include the orchestra leader,
because the Supreme (%ourt has clearly found that upon this common
state of facts the orchestra leader is such employer.

We object therefore to the qualifying phrase in the amended section
for two specific reasons:

(1) It attempts to create an employer-employee relationship where
none exists: anc

(2) It would make both the orchestra leader and the hotel the
employer and make both liable for social-security tax upon the earn-
ings of the same employees.

Omission of the qualifying provision proposed in this amendment,
would not deprive any one of social security payments to which he
1s entitled but merely would leave the burden where it belongs, namely,
upon the orchestra leader, who is the true employer, and who makes
the profit from the services of the individual employee.

V‘?e estimate that each one-half of 1 percent increase in the levy will
mean approximately $4,000,000 tax annually for the hotel employers
of America, based on cash wage alone. Any additional expense is
viewed with alarm in these days of increasing costs and dwindling
revenues. This 1s just one more item to be added to current pay rolls.
But if an increased tax, moving up to 2 percent is to be imposed, then
we reiterate that the program must be tied to an accurate, honest,
actuarial table, and administered strictly as an insurance program if
the fund is to continue solvent through the years.

Thank you, gentlemen.

The CHARMAN. Do you operate a hotel at this time?

Mr. O'BrieN. Yes, sir. I operate three hotels, the Commodore
Perry, the Secor, and the Willard, in Toledo, Ohio.

The Cmammman. What is your reaction to the compulsory self-
employed insurance in H. R. 6000? Would you not be classed as a
self-employed person *

Mr. O'BrieN. No. I am an employee of a corporation.

The CHairMAN. That takes you out of that category, then.

Mr. O’'BrieN. Yes.

The Cizairman. But if you were not, and if you were just an indi-
vidual operating hotels, you would be brought under the Social
Security Act.

Mr. O’BrieN. Yes,if I were operating asan individual.

Some of the small hotels, of course, have individual proprietorship.

The CHalRMAN. Any questions?

Senator MiLLIEIN. Can you give us any statistics on the percentage
of the whole wage of a waiter that the tips consist of ?

Mr. O'Brien. Well, Senator, that is one of those things that the
emé)loyee does not reveal to us.

_Senator MiLLIKIN. I understand there would be different places and
different circumstances. But give us some examples.

Mr. O’Brien. While the (fon't give us those figures, Senator, we
have a pretty good idea of what they amount to in some places.

Senator MiLLIKIN. Give us a pretty good idea, then.

0
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Mr. O’Briex. For example, in the case of one of my hotels, the
waiters report for purposes of workmen’s compensation $8 a week.
But we know they make more than that in one watch.

The CHarMAN. It depends upon the hotel and the location.

Mr. O'Brien. Oh, yes. Some of those positions are very lucrative.
The answer is that they will not accept executive positions. Just a
year ago, I offered a waitress in our coffee shop a position as hostess.
She gets about %18 salary. She said she would take it for $70 a week
after all deductions. That had to be net take-home pay.

]Senator MiLLikIN. Does the waiter view the tip as a part of his
salary?

Mr. O'Briex. It depends upon what purpose they are viewing it for.
Yes, I would say he does, naturally.

Senator MiLLigiN. Do not the tips enter into bargaining as a part
of the wages?

Mr. O'Brien. Well, we find usually that the unions would like to
ignore that feature, when we talk with them. But, of course, we
bring it in, naturally.

Senator MiLLikiN. Well, now, assume that you want to bring the
waiter under the benefits of the social-security Insurance system:
What would be the best way todo 1t ?

Mr. O’Briex. Well, the onus should be put on them to report and at
the same time to tender their part of the tax.

Senator MiLLikiN. To the employer?

Mr. O'Brirx. Tothe employer. Obviously, it is impossible for us to
know what it is.

Senator MiLLIKIN. You object to the burden on the hotelman of
trying to estimate what the waiters’ tips may be?

Mr. O'BrienN. Well, it would be impossible. Senator, for us to esti-
mate. But I would refer you again to the ~statement I made regarding
these casual workers. You can visualize a lot of banquet waiters or
waitresses lined up. We pay them as soon as the function is over. In
some New York hotels, for example, there might be 100 or 150 of those.
Each one would have to report his tip at the time. turn in his 114
percent or we would have to calculate 1t.  Why. we would be serving
breakfast in the morning by the time we got through.

Senator MiLikiN. Could it be handled on a stamp plan system
similar to that for migrant labor?

Mr. O'Briex. I have not given any thought to that. But we have
no objection to it if the onus 1s put on the employee to report to us and
at the same time tender us his share of the tax. But as the bill 1s
written, of course, it isn’t workable for us.

The CHAIRMAN. Are there any further questions?

Senator Kerr. I would like to ask him about his last paragraph on
page 10, Mr. Chairman. He says, in the statement:

We estimate that each one-half of 1 percent increase in the levy will mean

approximately $4,000,000 tax annually for the hotel employers of America, based
on cash wage alone.

Mr. O'BrieN. That is eliminating tips and other benefits.

Senator Kerr. What part is that with reference to employees whose
compensation is primarily in terms of salary, aside from tips?

Mr. O'BrieN. Of course. this is taken on an over-all picture, tip and
nontip employees. I don't have the break-down as between them.

Senator Kerr. Would you make an estimate?
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Mr. O'Brien. No, sir, I can’t do that. I might be able to get the
figures.

Senator KErr. You operate three hotels?

Mr. O'Brien. Yes, sir.

Senator Kerr. (‘ould you give us an estimate as to what part of your
salary expense which would be subject to this tax, is with reference
to employees who are now unquestionably covered by social security,
and who are paid in regular amounts, and in whose compensation tips
do not enter as a factor?

Mr. O’Briex. I would hate to hazard a guess. I will be glad to get
vou the figures and submit them to you.

Senator Kerr. It is amazing. 1 never did operate a hotel, but I
think I could make a guess.

Senator Tarr. Well, vou see, vou have certain difficulties. You can-
not. just take your pay roll of tipped people as against untipped peo-
ple. because you have to reduce them all to $3,000 apiece, on which
they pay. The $4.000,000 is not figured on all your salaries of un-
tipped employees. It 1= only figured on salaries up to $3,000.

Mr. O'Brie~. That is right.

Senator Tarr. But can you tell us what proportion of total pay
roll is paid to tipped employees as against untipped employees? Have
you any idea as to that?

Mr. O’Brien. Senator, I don’t have the figures in my head. I can get
them very quickly. I just hate to give a figure out of my head which
may be inaccurate.

Senator MirLigiN. It would be obviously diflicult, because some
hotels make a big play for the restaurant business and others do not.
But the general overhead of the bookkeepers, the cashiers. the people
behind the desk, and the people down in the basement that operate
the machinery goes on regardless of how big their restaurant business
may be.

Mr. O'Brien. That is correct, sir.

Senator MiLLikIN. I am rather an expert on hotels because I lived in
one for 21 years.

Senator Kerr. Would you not say that on an average less than 16
percent of the employees come within the classification of tipped
employees?

Mr. O’Brien. Oh, no, sir.

Senator Kerr. Well, aside from the waiters in the restaurant and
the bellboys ¢

Mr. O’Brien. And the waitresses.

Senator Kerr. And the waitresses.

Mr. O'Brien. Of course, it depends upon the relationship of yvour
restaurant business to your room business. But I have more than that.
I would have, say. 30 percent.

Senator Kerr. Thirty percent. Would you say that that was less
than the general average? You refer here to the fact that the hotel
husiness is the seventh largest business in the country.  Would you say
that 30 percent would be more or less than the general average in that
business ?

Mr. O’Brien. I would imagine it would be about the average. But
there are some hotels that have very small restaurant facilities, and
other hotels that have unusually large restaurant facilities.
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Senator Kerr. Most of the volume of rooms is in hotels where the
restaurant service 1s a comparatively small part of the over-all busi-
ness, 1S it not ?

Mr. O’Brien. It is hard to give a general answer to that, Senator,
because the situation varies so much between hotels,

Senator Kerr. Well, then, with reference to this $£4.000,000. in your
situation 70 percent of it would be unatfected by the recommendations
you make here.

Mr. O’Briex. That is right.

Senator Kekrr. In other words, with reference to 70 percent of it,
that is going to be present whether the recommendations you have
made are accepted or not?

Mr. O’BrieN. That is correct.

Senator Kerr. That 1= what I was trying to bring out.

Senator MirLLikiN. Would this be true: That where a hotel is not
In a position to push its liquor business, the restaurants are usually
a losing proposition /

Mr. O'Brien. That is very true.

Senator MiLLikiN. And where you find a profitable restaurant, not
in all cases, of course, 1t 1s usually because of its relationship to the
liquor business: is that not true?

fr. O’'Briex. Yes. Although unfortunately we are finding a very
serious slump 1n the liquor business.

Senator MiLLikIN. Would you like us to take the cabaret tax off ?

Mr. O'Briex. 1 would, very much. As a matter of fact, I am going
to close one room in the next 2 weeks as a result of increasing guest
resistance to that tax.

The CH.aIRMAN. Thank you very much.

Senator Tarr. May I ask one question ?

The CHaRMAN. Senator Taft.

Senator Tarr. Are there any considerable number of hotels that
have pension plans for retirement? That is rather rare in the hotel
business, 1is it not ?

Mr. O'Brien. We have them in our organization.

Senator Tarr. You do?

Mr. O’BrieN. Yes. It isspreading. The Albert Pick Hotels have,
I know. I think the Hilton Hotels have. It is a program that has
come about in the last few years and it is growing.

Senator Tarr. The ordinary hotel today, though, does not have a
pension plan, does it ¢

Mr. O’Brien. You are right, Senator.

The CuairmMaN. Thank you very much, Mr. O’Brien.

Mr. O’Brien. Thank you, Mr. Chairman.

The CHARMAN. Congressman Van Zandt, did you wish to make a
statement ?

STATEMENT OF HON. JAMES E. VAN ZANDT, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF PENNSYLVANIA

Representative VAN Zanpr. Thank you, Mr. Chairman.

I have come here to ask that I be permitted to insert a statement in
the record. I must return to a meeting of the House Armed Services
Committee, and I will, with your permission, file this statement. It is
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in support of H. R. 6000 and follows the lines of my thought that was
contained in the statement I made before the House of Representatives
when H. R. 6000 was before the body and approved.

The CuairMAN. You may file it, Congressman. Thank you very
much, sir.

(The statement of Representative Van Zandt follows:)

STATEMENT OF JAMES E. VAN ZaANDT, MEMBER OF (CONGRESS, VTWENTY-SECO.\‘D
DISTRICT OF PENNSYLVANI\, WITH RESPECT TO AMENDING THE SOCIAL SECURITY
AcT

Mr. Chairman, I supported H. R. 6000 when it passed the House of Representa-
tives during the first session of the Eighty-first Congress. I did so, because I felt
it was a step in the right direction. Yet at the same time it was my belief that
the provisions of H. R. 6000 did not truly meet the general problemm of old-age
pensions.

As many of you know, I have long been associated with various groups in
the old-age pension fleld including the Townsend organization and the American
pension plan. I am sure that you will agree with me that these pension groups
are entitled to a lot of credit for they are pioneers in the effort to bring to the
attention of the American people the general problem of old-age pensions.

Fifteen years ago the American people were faced with the problem of old-age
pensions and from that day until this there has been a constant e¢ffort by pension
groups and many of us in Congress to bring about a general revision of social
security in all of its aspects.

You know as well as I do that when Congress approved the Social Security Act
our Government accepted the responsibility of that segment of the population
covered by the act. This was the beginning of a program that was designed to
provide eventually for the problems of our aged.

Since the Social Security Act became effective statistical information furnished
by Government agencies reveals that the number of aged persons is increasing
rapidly due to the lengthening of the span of life because of the rapid strides made
by the medical profession in treating human {lls.

Then, too, we must recognize that the Social Security Act has resulted in many
people depending upon the Government for security in their old age. While this
attitude may be subject to criticism, yet it actually exists and the condition must
be faced.

We cannot escape the fact that the cost of living has aggravated the general
problem of old-age pensions and that present benefits under the Social Security
Act are wholly inadequate. Then, of course, we have the cost of social security
which has developed to be quite a problem to the Federal and Stute Governments,
as well as to the employer and employees.

While I was not in Congress when the Social Security Act was approved, yvet
I felt at that time that since our Government was committed to provide benefits
to the aged the program was not broad enough since it did not cover all citizens.
Many of you will remember that at that time I was identified with the Veterans of
Foreign Wars as commander in chief and my activities brought me in contact
with not only those covered under the law but also with a large number not
covered. To be frank, the glaring defects in the Social Security Act were immedi-
ately apparent.

Today we are faced with the terrific problem of old-age pensions. It is my
opinion that the Congress of the United States through its failure to take positive
action in this field over a period of 15 years, is responsible for the situation we are
confronted with today. If Congress had kept abreast of developments in the
field of old-age pensions and had taken action instead of using delaying tactics,
the issue would have been met and we would have today the necessary laws to
meet present-day needs.

Without doubt the question of industrial pensions and the many pension plans
in effect at the present time have made this general problem of old-age pensions an
acute one. As I have already said, it is my opinion that if Congress had taken
action, the pension problem would have been solved years ago and we would not
have the conglomeration of pension plans now being offered to the American
people,.

It is the consensus of opinion that the Social Security Act will have to be re-
written or a substitute adopted. It is freely predicted that the cost of social-



1142 SOCIAL SECURITY REVISION

security benefits in the near future will be so great to employer and employee that
a Federal Government subsidy will be necessary.

Then, let us not forget, that we are talking only about earned benefits under
the Social Security Act and that we have not considered the cost of old age or
public assistance to persons who are not contributors to the social-security fund.
The cost of these old-age pensions, as you know, is shared by the Federal and
State Governments,

In mentioning the total cost of the Social Security Act, it is evident that the day
is not far off when the cost of taking care of our aged under all phases of the
Social Necurity Act will become an unbearable burden to Federal and State
Governments as well as to employer and employee.

In closing, I recognize that your committee has access to Governinent statistics
that concern all phases of the general problem of old-age pensions. For that rea-
son, I have confined my remarks to a general discussion of the subject. It is my
considered judgment, however, that the only answer to the old-age-pension
problem is a universal pension for the aged of this Nation. It may be the Town-
send or American pension plan or some similar pension proposal that will provide
the answer to this problem. One thing certain, we are not on the right track at
present. It is a known fact that the aged of this country are not being taken care
of for many of them are hungry. Therefore, I say to you, Congress had better
devise a universal pension plan in keeping with the solvency of our Government
and the needs of the American people.

The CuairyMaN. Mr. Sands? You were called first, Mr. Sands.
Will you give your full name and the capacity in which you appear for
the benefit of the record ?

STATEMENT OF CHARLES E. SANDS, REPRESENTING HOTEL AND
RESTAURANT EMPLOYEES AND BARTENDERS INTERNATIONAL
UNION, CINCINNATI, OHIO

Mr. Sanps. Mr. Chairman and members of the committee, I repre-
sent the Hotel and Restaurant Employees and Bartenders Interna-
tional Union of America. We have approximately 450,000 members,
made up from 800 local unions throughout the United States, Canada,
Puerto Rico, Hawaii, and Alaska. |

We are aftiliated with the American Federation of Labor and with
the Railway Labor Executives Association, and we subscribe whole-
heartedly to the presentation as made by the American Federation
of Labor. I will not burden the committee by reiterating anything
that may have been said, except that I do want particularly to appear
here this morning in support of and to explain, as much as I can, and
answer questions that I am able to, respecting the section of the bill,
H. R. 6000, which deals with the tipping question or gratuities.

Our international union is wholeheartedly opposed to the tipping
question. I was very pleased to hear the representative of the hotel
men say that they didn't like it. Because for 50 years we have been
trying to get together with them to eliminate the tipping question.

Senator Kerr. Let me see if I understood your statement. Did you
say you were 0O Bosed to the tipping question ¢ .

Mr. Sanps. We are opposed to tips; yes. We believe that employees,
our members, should be paid an adequate wage and commission so that
they would not be forced to take tips. And to that end, our inter-
national union is on record, and we have been trying for 50 years to
work out some system that would bring it about, but we have never
had, in that instance, the cooperation of the hotel men.

Senator Kerr. Well. were you under the impression that they had
been forced to take tips?
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Mr. Sanps. Forced to take tips? Yes, they are forced. In order
to make a livelihood, they are forced to take the tips. They are hired
in these jobs, and it is an understood fact that tips are theirs, and
that they are a part of the money they take home. And the employees
who take these tips, in convention 4 years ago in Milwaukee, and
again in Chicago last April, went on record in favor of this proposi-
tion, that tips should be included under the social-security system.
That is the position of our international union.

Senator Kerr. Now, if the employees want to eliminate the sys-
tem

Mr. Sanps. The employees will eliminate the system.

Senator Kerr. Let me ask my question.

If the employees want to eliminate the system and the employers
want to eliminate the system, all we will have to do is to get the public
to agree to it, and it will be unanimous, will it not ?

Mr. Saxps. That would be a good idea. 1 was interested when
social security came into existence, 15 years ago, and I was led to be-
lieve, at least, that it was for the purpose of protecting workers when
they became aged, permitting them to retire, or providing some pay-
ment to their heirs at death. Now we are confronted here, with this
situation: that for 15 years the tips that these workers have made,
and recognized by the employer, have never resulted in any premnium
for social-security purposes. The employers have not paid on it,
and neither have the employees, with the result that the very purposes
of the law is circumvented ; because in the case of some of these em-
ployees, upon their retirement at 65 or upon their death the build-up
of the money to their credit in social security is so meager that it 1s
hardly worth going after. Because the substantial portion of their
earnings over the past 15 years has been in the form of gratuities.

Senator Hoey. What proportion of the compensation of these em-
ployees is represented by tips, and what proportion by salary ?

Mr. Sanps. That would vary, Senator, in the different classes of
houses. Of course, in a high-class hotel or restaurant, naturally, the
waiter or the waitress will make more than in other places, that are
popular, or where the prices are cheaper.

Senator Hoey. What sort of an income do they get ?

Mr. Sanps. Well, I will tell you, Senator. 1 worked out some-
thing, about 14 years ago, when we had numerous cases before the
workmen’s compensation board. Every time a waiter or waitress
was Injured we would have to go down and fight the cases. And we
finally worked out, for Washington at least, where the compensa-
tion %;r an injured employee is two-thirds or was at that time two-
thirds, of his earning power. We worked out the scale, then, for
waiters at $2 a day, and we worked it out at $3 in tips and a dollar
In lieu of the meals that they do not get when they are out injured;
and that is $6 a day, which 1s $36 a week. And the people, then, all
of t]ilem—that 1s, the males—were entitled to $24 when injured on
work.

) Senat?or Hoey. That was 14 years ago. But about what would it
8 Now

Mr. Sanps. You can’t define the tipping question. Of course, the
employer comes in here and tells you what a big job it would be to
obtain what the people make in tips. Well, he afready has that in
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his files. For the purpose of paying premiums on workmen’s com-
pensation, he has got to know the approximate tips of the employee,
because, when the employee is injured he is not paid on his salary
alone, but he is paid on his entire earning power, which is salary
and tips plus meals that he does not receive when he is injured. So
he has that already. His premium for workmen’'s compensation 1s
based on that.

Then, again, he has it for the purpose of unemployment insurance.
When one of our people is unemployed, he does not just get the two-
thirds, or whatever it is, of the salary. He receives it on all of his
earnings—tips and salary. So he already has that in two instances.

Then again the Treasury Department comes along to the employer
and wants to simplify its work. And they would like to know, for
example, what the waiters or waitresses in a certain hotel make in tips.
So he obtains it from them. And he has that. ,

So in three cases he already has now in his files the approximate
earnings in tips of the employees. And then, if that doesn’t satisfy
him, it is a simple matter for any hotel or restaurant man to take the
checks for any one day of a waiter or a waitress, or the amount of calls
the bellboys had to the rooms, and they can come to a pretty fair idea
of what the employee has made in tips.

Senator Hory. { was just asking you about your opinion about it,
Mr. Sands. I understand what you say, and what these others could
do, but I was asking you, from your observation, approximately what
salary is paid to the average waiter in Washington, for example, in
Washington today. and how much he gets in tips.

Mr. Sanps. That varies in the various houses.

Senator Hoey. Could you give us an average?

Mr. Sa~ps. It would be unfair to average it, Senator, for the reason
that here is a waiter who may work in some place on the side street,
and he may make 50 cents a day in tips; and then again another waiter
in another place may make $5 or $4. It goes with the class of the
establishment and the clientele of the establishment. For instance,
I had lunch the other day in the Carlton, and I certainly tipped more,
and my bill was a great deal higher, than if I had eaten in some small
restaurant. It varies with the types of houses.

Senator Hoey. That is all right. You just say you cannot state
an average.

Mr. Sanps. Now, in connection with this bill, as I understand it.
and, if I understand rightly, several years ago the Senate appointed
a committee of laymen to thoroughly discuss this question, and it was
thoroughly discussed by the committee, and the committee came in,
as I understand it, with a unanimous recommendation on this phase
of the question.

The facts are these—and someone asked the question as to the ap-
proximate number of tip-receiving people in a hotel, and it was esti-
mated at 30 percent. Well, that 1s pretty accurate. I would say 2
percent of the emt%loyees of a hotel are in the tip-receiving class. And
the hotel men in their negotiations show that they now recognize that,
because when we negotiate a contract all kitchen employees are ex-
cluded as tip receivers, all maids are excluded, and the only ones left
in the tip-receiving class—and their wages are based accordingly—
are bellmen, lavatory attendants, waiters, and waitresses. Even the
bartender in Washington is excluded as a tip-receiving cmployee.
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They concede that. So that would leave you about 30 percent. And
here is an international with 450.000 people who discussed this propo-
sition and at their convention by a great majority voted that they
wanted their tips paid on them by their employers and paid on them
by themselves for the purpose of building up their account 1n the
Social Security System. And if we don't do that for this class of
workers, we are not accomplishing what the law intended to do when
it was enacted—to provide some security for these people.

Senator KERr. I'Fow would you make that effective, Mr. Sands?

Mr. Sanps. Exactly as H. R. 6000 does. H. R. 6000 was recom-
mended to this commaittee of the Senate, and it went through the Ways
and Means Committee of the House, and now the House has passed
it, and it provides, as I understand it, that within 10 days after the
quarter the employee submits to his or her employer the amount
received in gratuities the past quarter, and one and a half percent,
which is the tax, is added to the amount. The employer then takes
that and adds 14 percent and files it. And as I understand this law,
it is absolutely obligatory on the part of the employee to make that
provision and to inform the employer and pay. Otherwise it absolves
the employer from any responsibility. He certainly can’t report what
Jane Smith, the waitress, made, if Jane Smith doesn’t go in and tell
him what she makes.

Senator MiLLikiN. How do you meet the administrative objection
that was made by the gentleman who preceded you?

Supposing a waiter is a banquet waiter and goes to a different
hotel every night, sometimes a couple of hotels. How would you
handle that

Mr. Sanps. Well, in most of the cities where they have a number of
banquets, the banquets are arranged for, and if the one giving the
banquet doesn’t put his foot down and say, “Here, I don’t want to
have anything added on to my bill. If my guests tip the waiter, all
right, and if they don’t, O. K.”—then if the waiter receives any tip
at that banquet or not, he has to be satisfied. But they have worked
out a system now where there is a percentage that goes on the bill.
In some cases it is 10 percent, in some cases 12 percent, and In some
cities it is maybe more. So that if you go in and arrange for a
banquet for $10, and the actual food is $7.50, 10 percent is added on to
the $7.50. Of course, it isn’t added on to what you pay for flowers
or for what you pay for entertainment.

So when you get vour bill, the tip is already on there, and your
ﬁu'ests at the banquet are not embarrassed by tipping or by a plate
eing passed, or anything like that. Then the union paymaster goes
to get the check for the extra men, maybe a hundred extra men.
And let’s say it is $4 for serving the job, plus the tip.

Senator ﬁILLIKIN. I do not think I made myself clear. Suppos-
ing the waiter worked for 25 different employers during the month.
Does he go to each one of those with a statement of the tip that he
received there and make a statement to 25 different people at the end
of the quarter?

Mr. Sanps. Well, if he was in a city where banquets were so many
that he worked .for 25 a month, the chances are that he would be
booked through his organization or club, and they would take care
of all that paying. He wouldn’t even have to go after the money.
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We have taken that all over from the hotel men. In fact, we become
the paymaster of the hotels, and save them a lot of money by getting
one check and paying off the tips and the salary to the worker.

Senator MiLLIKIN. Let us take a hotel like the Willard, for example.
Let us not talk about the Willard. but a hotel of that type.

Mr. Sanps. The Willard is a good hotel.

Senator MiLLikIN. What percentage of the total earnings of the
waiter consists of tips?

Mr. Saxps. Well, they have worked out this system, Senator, for
the purposes of unemployment insurance, workmen's compensation,
and income tax. The waiters in a hotel like the Willard have a little
shop meeting.

Senator Kerr. A little what?

Mr. Sanps. A little shop meeting. And they thrash it out. Then
they come to a sum which they will report for income-tax purposes
to the employer, and it may be $3 a day or %4 a day or $5 a day.

Senator MiLLIgiN. What is it, usually, in thai kind of a case? I
am not talking about the Willard, but any such hotel.

Mr. Sanps. I understand that in the Mayvflower Hotel the waiters
report $4 a day for the purposes of income tax. and I understand
in the Washington Hotel it 1s $3 a day. And they do that.

Senator Kerr. What relationship does that have to the facts?

Mr. Sanps. Well, I will be perfectly truthful. I don’t believe that
thev give the Government any the best of it. I believe they are like
all the rest of us. Wae hire people to help us payv as little as we can.
But in this case, this may have a tendency to up that.

Senator Kerr. Would you refer to that as lying within the law?

Mr. Saxps. Well, I don’t know. You take a waiter in the Mayflower
Hotel. After he pays his expenses in connection with the work, I
don’t think he would have much over $24 left. Some of them might,
but I don’t think he would have much over that. I mean, he has got
to have a clean shirt.

Senator KeErr. As I understand it, the members of the committee
are trying to get some information, which I would like to have, and
that is your opinion as to how much they receive in tips.

Senator MiLLIRIN. What is the base pay of a waiter in a hotel the
type of the Willard, a hotel in Washington, D. C.?

Mr. Sanps. It is less than $25. but out of that $25, there is deduc-
tion for the meals served the waiter. I believe it is 60 cents a day. I
think his base pay would be around $21.

Senator Tarr. How can you do that? Isthere not a minimum wage
here in Washinlgton?

Mr. Sanps. No. Unfortunately the Senate was in such a hurry to
get away that we didn’t press our amendment to put the District
of Columbia under the Fair Labor Standards Act. No; that is the
funny part of our business. We are here under the National Labor
Relations Act, but we are not under the Fair Labor Stanidards Act
in the District. .

Senator MILLIKIN. Now let us go down to the Sinton Hotel, in
Cincinnati. which I understand the Senator, here, owns.

Senator TarT. No; I have no connection with it. I want that under-

stood.
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Senator MILLIKIN. The Senator disclaims any interest in that hotel.
I miscalled the name of the hotel. But let us take the Sinton. What
is the base pay of a waiter in Cincinnati in the Sinton Hotel ?

Mur. Sanps. I am not qualified to say. It would be something around
w21 or $22.

Senator MILLIKIN. And a 30-percent provision for tips?

Mr. Sanps. I did not get the question.

Senator MILLIKIN. The base pay, you said, is $21 or $22. Now, we
are trying to find out what the earnings are. How much do you add
to that?

Mr. Saxps. Well, your earnings yvou cannot figure except from the
employee himself. z‘or example. a waiter comes in today, and he
doesn’t feel well; he perhaps gives some of his work over to the other
waiters to do for hin.

Senator MILLIKIN. Let us assume now a normal case where a fel-
low feels reasonably well and does not get anybody to take his place.
He comes at the appointed time, leaves at the appointed time, does his
duty as a waiter during the day. What is his base pay?

Mr. Sanps. His base pay in a hotel like you mentioned in Cincin-
nat1 would be %21 or $22.

Senator MILLIKIN. Now, how much would be a fair addition to
make to that because of tips, to get at his total earnings?

Mr. Sanps. Well, you couldn’t do that, Senator.

Senator MILLIKIN. Then how can we work this out ?

Mr. SANDs. Some waiters are more efficient, and some are less so.

Senator MILLIKIN. Then how can we do it, under this act?

Mr. SanDps. It has already been done.

Senator MILLIKIN. Then there must be some way of doing it. That
1s what I wanted to find out.

Mr. Sanps. Exactly. It has been done. I have pointed out that it
has been done in three instances. When the employer pays premiums
for unemployment insurance, he knows what the waiter has told him,
and he takes his word for it.

Senator MILLIKIN. Do you not think that the representatives of the
waiter have as good an idea as the employer?

Mr. Sanps. The representatives of the employees ?

Senator MILLIKIN. Yes.

Mr. Sanps. They do.

Senator MILLIKIN. They are organized, are they not?

Mr. Sanps. Yes.

Senator MILLIKIN. Do not the representatives of the organized
waiters know how much they are making for tips?

Mr. Sanps. You mean the outside business agents, or presidents?

Senator Hoey. No. You.

Senator MiLLIKIN. As I understand it, in the hotel the men are
organized.

r. SaNps. That is right.

Senator MILLIKIN. I assume they are organized in your union.

Mr. Sanps. That is right.

Senator MiLLIKIN. Is there not somebody there that has a pretty
close idea, either among the waiters or representing the waiters, as
to how much in tips those boys are making ?

Mr. Sanps. Individually, asa whole, or on an average?

Senator MiLLIKIN. Individually.
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Mr. Saxps. You couldn't determine it.

Senator MiLLIKIN. Let us take the average. How much$

Mr. Saxps. They come together. the waiters do. They agree on an
average over the year—the approximate tips. That is what they
report.

Senator MiLLikiN. How much is that ¢

Mr. Sanps. In different hotels it is different amounts.

Senator MiLLIKIN. Give us a range.
~ Mbr. Sanps. Well, I think they report, in the hotels of Washington,
In some hotels %2 a day tips, and in others $3, and in some $4, and
maybe in some cases more.

Senator MiLLIkIN. Let us move down the street a little from the
Willard and get into a restaurant like one of the Childs type. [s
that orcanized ¢

Mr. Sanps. No; not in Washington.

Senator MiLLIKIN. Let us find a restaurant of that type that is
organized. What is the base pay of the waitress?

Mr. Saxps. The waitress?

Senator MILLIKIN. Yes.

Mr. Sanps. I think it is $18.

Senator MiLuikIN. What tips will a waitress pick up in that type
of a restaurant, average?

Mr. Sanps. Well, T couldn’t answer that question, Senator. But
the State of New York oflicially on this has set a percentage, and
1t 1s recognized. I don’t know if it is by statute, but it is recognized
for all these things that it is a percentage of 714 percent of the check.
That 1s what the State of New York has put in and recognized that
the waiter or waitress makes. It is 714 percent of the check. Now,
they may make 10 percent in some cases. I don’t know. But as a rule
the public figures about 10 percent of the check in tips.

Senator MiurikiN. I would like to get the answer to the adminis-
trative problem proposed by the gentleman who preceded you. In
the case of these in-and-out waiters, the fellow who works the ban-
quets, how is he going to report his tips without reporting to 30 or
40 people at the end of the quarter?

Mr. Sanps. The employer already knows it in most cases.

Senator MILLIKIN. Q’Ve 1, but he has to go to 30 different employers.

Mr. SaNps. Noj; he doesn't. He doesn’t have to go to any of them.
Because when you give a banquet, Senator, the tip is already added
on your check.

Senator MiLLIKIN. Yes.

Mr. Saxps. Unless you specifically stated, “I will take care of the
tipping question.” If you do that, they don't add anything. But if
you just leave it to the maitre d’hotel or the head waiter, that is already
added on your check.

Senator MnLikIN. Now it is said that at that end of the quarter,
so many days after every quarter, the waiter turns in his tips. I+
that right?

Mr. Saxps. That is right, a report of his tips.

Senator MiLLikiN. Well, he works for 30 people. Does he not have
to make 30 reports to 30 people! If I am an employer, I am not
going to make my contribution on the basis of his working for 25
other people.
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Mr. Sanps. Well, Senator, if he is working for 30 people in a
month, he must be a very good waiter in the first place. In the
second place, he would need an agent, just the same as an actor needs
an agent. And the agent in this case is the union. The union does
all the collecting of the salary and the tips, and the waiter or waitress
doesn’t even have to go after it. They serve the black coffee and they
get on out. They go on up to their club or the union and collect the
money on a certain day every week.

Senator Kerr. Does the union then make the payment of the con-
tribution ¢

Mr. Sanps. Beg pardon?

Senator KErr. %)oes the union then make the payment of that con-
tribution to the Government ?

Mr. Sanps. The union?

Senator Kerr. Yes.

Mr. Sanps. Yes; the union deducts——

Senator Kerr. Does it make the social-security contribution for the
employer and the employee in those instances ?

Mr. Sanps. Oh, no. For the simple reason that no one, practically,
now, for tip employees, reports any social security. That is our
complaint.

Senator Kerr. Would you, under H. R. 6000’

Mr. Sanps. Under H. R. 6000

Senator Kerr. Does it put that burden on you?

i (I;’Ir. Sanps. Would it? Well, it wouldn't make any difference if it
14.

Senator Kerr. But does it ?

Mr. Sanps. No.

Well, it might at that, because the employer would have to add
115 percent on the tips, and we just deduct the 114 percent.

%enator Kerr. With reference to the thing that you referred to a
while ago, which started the questions, whicli was that under H. R.
6000 the employee within a certain number of days after the quarter
submits to the employer the amount made in gratuities for the quar-
ter. adding 115 percent, and that the employer then puts his contribu-
tion 1n and sends it to the Government, would that be taken care of
by the union, which you described as being the agent that receives
the money for the employee and that pays it to the employee for the
employer ?

Mr. Sanps. Could be. We take care of everything now.
thSer()w,bor Kerr. Do you think that ought to be put into the law,

en¢

Mr. Sanps. If you want to put something into the law that will
recognize the Hotel and Restaurant Employees and Bartenders Union
as the bargaining agent in all of the Eotels and restaurants of the
country. we are perfectly satisfied.

Senator Kerr. Would you not be willing for the law to put upon
you the burden of making those reports in such instances where the
mployees and the employers have already recognized or do recog-
nize you or any other union for that purpose?

Mr. Sanps. No; we wouldn't. Because as I understand this law
now. the obligation on the employer is to report it and pay on it once
the employee has reported and paid on the tips to him.
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Senator Kerr. But vou told the Senator, though, that the employee
did not do that, under these arrangements: that he did not have more
than one person to see; that if he had 10 employers or 20, the union
took care of all that.

Mr. SaNps. Senator, we would be perfectly willing to add to the
collection the 114 percent of tips. But the union does not make
the employer’s report to the Government. So the only thing we could
do, then, at the end of the quarter or 10 day=s after it, would be to send
back to the employer a list of the employees, with our check for the
amount covering them. That isx the only thing that we could do, be-
cause under H. R. 6000 the responsibility of reporting the tips, once
the employee has reported to the employer and paid on it, is on man-
agement. We would be perfectly willing to go along with management
and help them out and do their bookkeeping and do their collecting
and then remit it back to them so that they can remit it to the Treasury.
We are perfectly willing to do anything reasonable that will insure
these people, whose living is partially made on tips, building up that
fund 1n social security so that they will have something worth while
when they are 65 or when they die; and it won't be a case of their hav-
ing $10 coming.

I could recite you, if we had the time, where widows of bellboys
in Washington didn’t have over %12 to their credit in the Social Se-
curity fund, and cases where waiters and waitresses had so little to
their credit that it wasn't worth going after. In one case it was $36,
and the man didn’t leave any next to kin. We would have to take
out letters of administration in order to collect the money, and that
would have cost us more than was in the fund for that individual.
The purpose of the act was to insure the worker at death something
for the widow ; and at 65 something to retire on, so that he could hold
his head up and not be a subject of charity. .\nd here is this great
amount of tips that is collected with the knowledﬁe of the employer.
And they like it. Don’t let them kid you. They like it. They are not
paying on it. And the employee is not paying on it. So the purpose
of the Social Security Act, so far as these people are concerned, has
been circumvented.

Now, all we ask is that the employer pay on the tips. They are taken
with his knowledge. You never see a hotel man fire the employee for
taking the tip. .;I‘hey are hired with that knowledge. e waiter
knows, when he goes to work 1n a house like the Willard or the Nether-
lands Plaza in Cincinnati, that he is permitted to take tips. In the
old days he used to have to split those tips.

The CuairMAN. We understand that you favor the House provision.

Mr. Sanps. Yes.

The CHairMAN. You want that kept in the bill.

Mr. Saxps. Yes, sir. Thank you very much.

Incidentally, you can repeal that cabaret tax, too. That will help
us.
Senator Tarr. Mr. Sands, there is a point on which I would like to
et a little more exact picture. Do you have a contract for the
ﬁ[ayﬂower or the Willard ¢

Mr. SaNDs. Yes.

Senator Tarr. And is it worked on an hourly basis or a weekly
basis ¢
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Mr. Sanps. It is worked on a weekly basis. The workweek is 48
hours.

Senator Tarr. Forty-eight hours. And then is it a base rate per
hour ¢

Mr. SaNps. No, per week.

Senator TFr. Do you work 6 days?

Mr. Sanps. Six days, 48 hours.

Senator Tarr. And is there overtime?

Mr. Sanps. Yes. Wae get overtime, time-and-a-half, I believe.

Senator Tarr. Over 40 hours?

Mr. SaNps. No; over 48.

Senator Tarr. And that rate is how much per day, say, at the
Willard? Or the Mayflower?

Mr. Sanps. Iimagine that the scale in the Mayflower would be about
$4 a day, based on a day rating. And, of course, there is a deduction.

Senator Tarr. Four dollars a day. And then you said, I think, in
your testimony, that they report $4 tips.

Mr. Sanps. That is right.

Senator Tarr. So roughly speaking it is half-and-half. That is the
picture I wanted to get.

Mr. Sanps. That 1s right.

Senator Tarr. It is about half-and-half, salary and tips?

Mr. Sanps. That isright. Of course, you understand, Senator, that
the tips in the Mayflower are a little bit larger than they would be in
Childs; not to say that Childs’ food isn’t good.

S(;,n;ltor Tarr. Do hotel workers in that classification receive their
meals ¢

Mr. Sanps. The worker in a hotel who has anything to do with the
preparation or the serving of food receives his food.

Senator Tarr. Three meals, Qr two?

Mr. Sanps. Two meals. And for that, I think it is 60 cents a day
or 30 cents a meal, or something like that, that is deducted from their
pay.
Senator Tart. Oh, that is deducted from their pay ¢

Mr. Sanps. Yes.

Senator Tarr. I see. But roughly speaking, would you say gen-
erally iIQI fairly good hotels it is half salary and half tips? The waiter's
Income

Mr. Sanps. Yes. We do our best, Senator, believe it or not, to
educate our people that they should report honestly and fairly on
income tax. We do that.

Senator MiLLIKIN. You have got me into a great state of confusion,
because I have always favored not taxing the waiter for income-tax
purposes on his tips.

Mr. Sanps. Why not?

Senator MiLLIKIN. Now I have got to get myself readjusted here.

Mr. Sanps. Why not, Senator? It is income.

Senator MiLLikiN. It is a gratuity.

Mr. Sanps. It is part of his earnings.  You would not get a waiter
to work in the Mayflower Ilotel—not that I am particularly boosting
the Mayflower, although Mac ix a good fellow—for $3.40 a day and
his meals.

Senator Mirrikin. Oh. T want him to get the tips. I want him to
get those, but I thought they were gratuities. And I have always
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been against considering them as included in income because they
were gratuities.

Mr. Sanps. No; it is his income. As a matter of fact, we are
fighting it out with the Treasury Department now. They even
charge the waiter withholding tax on the value of the meals that he
eats in the hotel.

Senator Kerr. I would like to ask you what price they put as the
value of the meals.

Mr. Sanps. Well, under the union contract, I think we recognize
30 cents.

Senator Kerr. Thirty cents. You think that is about a fair price
for the average meal they serve? [Laughter.]

Mr. Saxns. No. Noj; but, Senator, historically—

4 Sle?nator Kerr. You think the waiter gets a little bit better of that
ea

Mr. Sanps. Yes, I think he does. And I think he is entitled to it.
And I don’t think he should pay anything for it. Because it is a
Bart of his job. And we have already got a ruling from the Treasury

epartment.

SNenator Kerr. I just wanted to ask you that one question.

Mr. Sanps. Where the meals are served for the convenience of the
employer, there can’t be a withholding tax withheld on it. Wouldn't
it be fine if you went into the Mayflower and sat down and wanted Joe
to wai?t on you and they told you Joe had to go out to get something
to eat®

Senator Tarr. If a report is made on this bill; would that be pre-
smﬁptive for income-tax purposes, too?

r. SANDS. Yes.

Senator Tarr. And would the employer then have to deduct under
the withholding part of the income tax on the same basis?

Mr. Sanbs. ﬁo. He wouldn’t. '

Senator Tarr. The withholding tax does not apply to tips?

Mr. Sanps. No.

Senator Tarr. Well, if you are going to withhold on this tax, why
not also withhold on income tax, while we are about it?

Mr. Saxps. We wouldn’t have any objection to that.

The CHarMAN. Senator Millikin?

Senator MiLLikIN. I would like to ask one question. When you
serve a $500-a-plate banquet, how much does the waiter get per plate?
Or make 1t $100.

Mr. Sanps. Us Democrats understand $100 a plate more than we
do $1 or $500.

Senator MiLLikIN. Oh, the more you add the ciphers, the better
you understand it. But let us get to the $100. How much does the
walter get?

Mr. Sanps. My understanding is this. Let’s take the Democratic
dinner, over here. My understanding is that the hotels for serving
that got $7.50 a person. So they wou]g get the tip on $7.50, not on the
$100. Even the Government doesn’t get that. [Laughter.j

Senator MrLLIKIN. It seems to me they were squeezing down on the
boyvs a little, there.

The CHAIRMAN. Thank you very much for your appearance.

Mr. Sanps. Thank you.
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( The following letter was later submitted for the record:)

AMFRICAN HOTEL AssocIaTioN,
Ncew York, V. Y., February 20. 1950,
on. WALTER GEORGEF,
Chairman, Scnate Finance Committee,
[ 'nited States Senate, Washington, D, C,

DEAR SENATOR GEORGE : May I tender this brief supplemental statement, correct-
ing some of the statements made by the witness who followed me, Mr. Charles E.
Sands, representing the Hotel and Restaurant ICmployees and Bartenders Inter-
rational Union.

It would be our hope that this brief statement might appear in the record of
the hearings, immediately after Mr. Sands’ and my testimony, since both our
statements had to do with the application of the social-security tax on tip income,

(1) Mr. Sands made a great point of the fact that the tip income of service
employees in hotels and restaurants has bheen well established in many States
for purposes of assessing the tax for unemployment compensation and workmen’s
compensation purposes,

I would like to point out, however, that under these State statutes the unem-
ployment insurance tax and workmen’'s compensation assessment are paid wholly
by the employer ; and his liability is based upon the amount or tip income which
is declared to him by the employee. In H. RR. 6000, however, a different gquestion
is involved. First, the liability of the employer isx bascd on the actual tip incomne,
and no method is provided in"the bill for ascertaining the true amount of the tip
income. Furthermore, the bill requires the employer to remit the employee's 114
percent tax on tip income and to withhold the FFederal income tax bhased on this
tip income ; but this tip income never comes into the possess<ion of the employer

I said in my statement that this issue has not been satisfactorily resolved in
any single State, to our knowledge. In New York State, for instance, the un-
employnient compensation tax is assessed against the tip income of a service
employee if that employee makes a declaration of tip income to his employer.
If he does not do so, the employer may make an estimate of the tip income, and
pay the tax upon that sum. Iowever, in this instance, the employer pays the
whole tax. There is little reason for the employee to challenge this declaration,
since it means no liability to himself for this particular tax.

In Connecticut, as we understand, it is optional with the employee whether
he declares tip income, but if he does so declare it, then that sum is subject to
assessment for unemployment compensation and workmen's compensation, as
part of his wages. But again we emphasize that it is entirely optional with
the employee.

In my own State of Ohio, ax an example, tips are not included for purposes of
unemployment insurance. For workimen's compensation we do report what the
employee chooses to declare. Some declare a figure, and others do not.  But
in every case it is purely a nominal figure. For example, the waiters in one of
my company's hotels report about $8 a week, when we know their daily tips
exceed that amount. The value of meals is included for both unemployment
insurance and workmen’s compensation.

(2) Mr. Sands also minimized (to say the least), the average tip income of
service employees. He estimated that even in the finest hotels in Washing-
ton, D. C., the top tip income in a day was §5. We think this is extremely low,
as shown by the exaimple I gave to the committee in my testimony this morning.

(3) Mr. Sands also claimed that the employees’ union, as it operates here in
Washington, D. (., collected and computed the employee's earnings from tips
and remitted for him the social-security tax to the employer. If that is done
here in Washington, I think it is a very isolated case, and I know it is not common
practice.

Presumably Mr. Sands is arguing that the entire industry could be unionized,
and thus simplify the payment of this tax. We question whether the committee
is willing to approve that section of the bill for thix purpose.

(4) Mr. Sands also left the feeling with the committee that nearly all ban-
quets, luncheons, and other meal functions are computed with a round figure,
including gratuities. It still is the occasional function where the tip is handled
in that manner. and it is not the regular practice.

I sincerely hope that these statements will prove pertinent to the committee’'s
consideration of this problem. I am deeply grateful for the courtesies shown
me this morning when I appeared before your committee.

Respectfully,
DaANIEL J. O'BRIEN.

HOUNOD 50 pt,. 3 ;
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(The following statement was submitted for the record:)

STATEMENT OF GEORGE I, LENAUVAGE., ON B HALF OF THE NATIONAL RES1AURAN]
ASSOCIATION

My name is George R. LeSauvage. 1 am chairman of the Government atfair-
committee of the National Restaurant Association, Eighty State and local restau-
rant associations have authorized our axsociiation to represent them in national
affairs. I, therefore, speak for 180,000 public eating establishments doing about
SO percent of total volume of restaurant business in the country. Primarily
our business is small business,  Most restaurants are individually owned.  We
as an industry are an excellent example of the American free-enterprise systen,
The restaurant industry is interested in a sound social-security program. We
are, however, concerned about the many problems with which we would b
faced if bill H. R, 6000 is enacted in its present form.

WITHHOLDING TAX ON TIPS

Bill H. R, 6000, at page 169, amends the Internal Revenue (fode with r ferenee
to withholding tax by employers., Line 24 contains a provision that tips “cus
tomarily received by an employee in the course of hix employment * * * gha'l
be considered as remuneration paid to him by his employer.” Such a definition
of “tips” goes way beyond the original intent of the withholding tax law. The
term “withholding™ means to “hold back.” The theory of withholding tax was
that an employer would “hold back™ wages of an employee approximately equat
to such employee’s income tax. In view of the fact that tips which an employce
receives are not given to the employer, it becomes impossible to “withhold”
~something which the employer never has,

An exception is provided in H. R. 6000 that only such amount of tipx as the
ciplo)ee reports in writing each quarter shall be ~o considered as wages. How-
ever, this exception does not help the problem but, on the contrary, scts up a
whole xeries of possibilities for confusion. IFor example: Let us assume an
cizployee received 820 a week in tips and reports at the end of the guarter the
receipt of tips in the total sum for that period of X260 (13 weeks at $20). Lot
ux assume further that at the same time he gives the report to his employer-
he also quits his job,  The questions that come up under such a situation are:
Does the enployer have to pay the amount of the withholding tax on such
reported tips?  The withholding tax could amount to over $70. Does the
cinployer have to hold back other wagesx due the emuployvee to cover the amount
of withholding tax on tips?  What about the employees who quit their job
before the quarter and at the quarter period report tips received to thefr
employer~<” If such tips are considered wages the employer would be obligated
to pay the withholding tax to the Government out of hix own pocket., Anv
attemyd to make an employer pay withholding tax on tips puts that employer
in the position of a policeman., This would cause the poorest of employ
cmployee relations.  We in the restaurant industry are proud of our fine con
~cientious employees, It is true that many receive tips for giving courteons
~service to the public. The American public insists upon their right to tin
Attempts to abolish tipping almost invariably have failed. Ax an industry w.
must recognize this fact. We believe that the vast majority of our restaurant
employees want to pay their just share of income tax. We ualso believe that
the vast majority are reporting the amount of tips on their income-tax returns
It seems most unwise to change the law on withholding just because a <mall
number of tip-receiving employees are attempting to escape payment of a jus
tax. The complications which would ensue would far outnumber any b ne'its
derived.

TIPS AS WAGFS

H. R. GOOO at page 132, line 22, charges the detinition of waves to include “tips
received by an employee *  *  *  from persons other than the person emplo-
ingc him * * * and s<hall be considered as remunerations paid to him by his
employer.” The effect of thix chanze would be to increiase the amount of tas
paid by both the employer and the employee. Here again an exception ix pre-
vided that tips will be considered wages only if the amount is reported in writin:
each quarter to the employer. Again the employer is put into the embarrassing
position of prying into the employees’ personal affairs. FEmployees receivin:
tips are extremely reluetant in divulging tip information to their employers.
Employers are of the opinion that they have no right to ask their employees for
informaticn on tips.
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We, from the restaurant industry, are opposed to the taxation of an employee's
income arising from tips for social-security purposes, None of the 2,000,000
employees in this industry are asking for this change. It therefore seems
unwise to complicate an already complex law with more complexities,

INSURANCE OR DOLE

Title 1T of the Nocial Security Act ix entitled “Old Age and Survivors Insuar-
ance Benetits Payments,” The use or the word “insurance” in this title can be
questioned.  The word “insurance™ means “a contract whereby one party under-
tahes to indemnify another azainst loss by the happening of a contingent
event.” People believe that when they have life insurance a specific sum will
be paid in the event of death.  Moxt people believe that the social-security laws
will pay a specific sum to their children in the event of death, They believe
deductions are made from their waces to accomplish this purpose,  In actual
practice this is not true.  Under the law, benefits are not paid children under
18 vears if such child earns in excess of £14.99 in any month.  In other words,
the ambitious child who wants to work ix penalized. A child is rewarded forv
being lazy. I understand the average benefit for a child under 1S years ix about
$15 per month, If the child is cnercetic and wants to pick up extra spending
money he must check his ambition when his pay gets up to $14.99 per month,
One penny over the amount means he loses the $15 per month from the Govern-
ment and his work for the month has been for nothing.

CONCEUSTON

The rvestaurant industry has many benefit programs offered employees. We,
as an industry, have found great advantages in setting up group-insurance
plans, hospitalization programs, health and aceident provisions,  Pension plans
are also coming into greater preminence in our industry.  We, ax an industry,
know the value of giving the employee a feeling of security, 4o our opinion,
planniny of thix type should fall within the scope of zood employec employer
relations  Expansion of Federal lecislation on this score complicates our Goy-
ernment and departs from the fundamental concept of that zovermment, which
governs least, coverns best,

In conclusion, we wish to invite vour attention to the situation as it exists in
the restaurant business today, and that ix, for xeveral months there has been a
steady decline in the volume of business,  The cost of doing huxiness has de-
creased very little so that any added cost will be of ~erioux import to the restaun-
rant business,

The CHAIRMAN. Dr. Alexander’/ Doctor, you are appearing for the
relief and annuity board of the Southern Baptist Convention?

STATEMENT OF DR. WALTER R. ALEXANDER, EXECUTIVE SECRE-
TARY, RELIEF AND ANNUITY BOARD OF THE SOUTHERN BAP-

TIST CONVENTION, DALLAS, TEX.

Dr. ALExANDER. Yes, sir.

The CHAIRMAN. You may have a seat if you wish. Doctor.  We will
be glad to hear you.

Dr. ALexanper. I thought T would conserve your time if I reduced
everything to writing. 1 will not read all of this, but I would be
pleased if you would follow it as I proceed to read most of it.

Before proceeding with any formal statement, permit a very sincere
word of appreciation for the privilege thus extended me. That word
I express for the more than 6145 million members of the denomination
I represent in my official capacity. T am Walter R. :\lexander, execu-
tive secretary of the relief and annuity board of the Southern Baptist
Convention. This denominational board has its headquarters in
Dallas, Tex., by which State it was chartered as an eleemosynary in-
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stitution in 1918. It is the pension board of Southern Baptists, oper-
ated by and answerable to that great Christian body. They hold
membership in more than 27,000 Baptist churches dotting the land
from Maryland to Florida, down the A\ tlantic seaboard, then( e west-
ward to the Pacific coast, including California and Oregon—22 States
in all, and the District of Columbia.

The functions of this board are twofold. It extends relief, in
the form of direct financial grants, to aged Baptist ministers and
their wives, and to the widows and orphans of Baptist ministers. In
so doing, it disburses denominational funds designated for the finan-
cial relief of these aged individuals who served for the most part
on very modest salaries in other days before the retirement p&‘ms
of the board had been instituted. For the past 10 to 15 years, the
board has been operating retirement plans looking toward age annui-
ties, with disability provisions, for all servants of the denomination.
Its major plan is designed for the ordained ministers, pastors of
churches. Into that plan, the Baptist minister pays 3 percent of hixs
salary as dues, his church or churches contributing a like amount,
these totals supplemented by denominational funds. In addition
to this, the ministers' retirement plan, through which more than 11,000
Baptist preachers are participating, together with more than 12,000
Baptist churches, our board operates other contributory retirement
plans: One for the employees of all south-wide denominational boards,
mstitutions, .and agencies: one for the employees of our Baptist
nrphan‘wes. another for employees of our Baptist hospitals: another
for the faculties and staffs of our Baptist \ohools and colleges; and
still another entitled the *“.Age ecurity plan.” designed for ]a\ church
workers. Some of these plans are on a voluntary basis, although more
and more employers are now making participation mdndatory upon
all new employees. These plans are meeting with increasing favor
and are growing rapidly in the extent of their coverage. In '111 over
26,000 certificates of participation have been issued to date. Southern
B‘lptlStS offer, through the board I represent, the coverage of a con-
tributory retirement p]an to every salaried employee of the denomina-
tion. without regard to race, sex, age, or type of service rendered.
and whether ordamed or lay.

Several times in the past years, amendments to the original Social
Security Act of 1935 have been considered by the Congreqs Each
time, Southern Baptists, along with other great denominations of
America, have urged that no ‘amendment be passed that would. to
the least degree, or in any sense, violate the .\merican principle
of the separation of church and xt.xte contrary to the spirit of the
first amendment to the Constitution of the United States. In the
Southern Baptist Annual for 1940 appear these words as the expres-
<ion of the Southern Baptist Convention:

Baptists believe in social security for the American people. They have advo-
cated it for many vears. Their several retirement plans are evidence of their he-
lief in the plan of social security and of their desire to secure the application of
this principle in behalf of all the workers in all the estates of the denomina-
tion. none of which are covered by the Federal Social Security Act. Bapfists
desire that the Government shall not amend the Social Security Aet in any
way that would result in an infringement upon our religious liberty. * * *
We are informed that Congress does not desire to disturb the churches and

church institutions by placing a tax upon them and their employees for socinl
security : vet much pressure is being brought to bear upon the Government
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to extend the coverage of the Social Security Act to employees of tax-exempt
agencies.

The foregoing, expressed at the time the Walsh amendment was pend-
ing in the Senate, is a true expression of Southern Baptist convictions
today, and remains applicable, although nearly 10 years have passed.

Up to the present time, employees of nonprofit organizations have
been excluded from the coverage of the Social Security Act. To be
more specific, the services excluded are those performed by **(1) em-
ployees of nonprofit organizations organized and operated exclusively
for religious, charitable, scientific. literary, educational, or humane
purposes, if the organization does not engage substantially in propa-
canda or other activities designed to influence legislation” (Social
Security Revision, p. 3, hearings before the Committee on Finance.
U. S. Senate, 81st Cong., 2d sess.. on H. R. 6000, pt. I, Testimony and
Recommendations by the Social Security Administration, January 17,
15. 19, and 20, 1950).

Under the bill now being considered, H. R. 6000—and again 1
(quote—

all services excluded under present law are covered except services performed
by— (1) ministers and members ot religious orders * * *

et cetera.

Baptists have no members of religious orders. but we do have thou-
sands of denominational servants, ordained and unordaimed—em-
plovees of churches, boards. mstitutions, and agencies. Under the
terms of H. R. 6000, and as recommended by the Advisory Council,
these would be covered antomatically. This would mean (1) that, in
the future, the function of providing for the economic security of em-
ployees of churches, denominational organizations, and other institu-
tions of religion would be taken away from these groups and be made
the function of the State; (2) that the churches and their institutions
would be taxed by the State for the support of its social-security
program; (3) that the door would be open for the punitive coercion
of the churches by the State in the enforcement of its regulations; and
(4) 1t 1nvolves the individual workers of the churches in a direct
cconomic dependence upon the State that will tend to dull religious
conviction and stifle independent, conscientious action.

Baptists still believe that the church is not in the same category as
the e¢conomic corporation, that it is the voice of God in the world,
and that its spiritual function becomes imposxzible when its organiza-
tion and methods are controlled by the State, or when it becomes
economically dependent upon any other group whatsoever. The
church must remain free from entangling alliances if it is to continue
its funetion as the voice of (God in human societv.

It should be noted here that H. R. 6000 makes an interesting and
appreciated concession. It calls for contributions by employees of
nonprofit organizations on a compulsory basis, permitting contribu-
tions made by the employer to be on a voluntary basis. To many
people, this provision may appear to keep well defined that line of
demarcation between church and state. In its practical application.
however, it remains our conviction this would not be the case. There
would soon be brought to bear upon nonparticipating employers a
series of pressures—pressures that would intensify rather than di-
minish as the years pass. The demands of employees would be one
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such pressure: public opinion. another; and sooner or later, the pres.
sure of governmental authority. Participation upon the part of the
employer would cease to be \oluntar\ except in theory, for such pres-
sure would become practically coercive.

If and when such pressure upon the employer becomes coercive,
the rights of freemen, guaranteed under the first amendment, are
abridged. If not coercive, the employer, in the case of many of our
B.nptM institutions and agencies, will choose not to pay the employer's
share of the tax: thus. the benefits accr uing to the employee under the
bill would be greatly reduced, for the bill further stipulates that—
if the employer does not elect to pay the employer's contribution, only one-half
of the employee's wiages will be credited toward benefitx.

The Advisory Council hax recommended inclusion of the employees
of nonprofit or (rmlzatlon\—and I quote—

to asxixt these institutions in fulfilling their purpese.

I submit to vou gentlemen that, with benefits accruing to the employvee
greatly le(llue(l these imstitutions would not be fnlhllmo' their pur-
pose nearly so well as they are fulfilling it under emstm«* conditions:
for, in every case thus far in the administration of our p].ms for the
lay employees of our denomination. the employer has agreed to, and
15, matching the emplovee’s money. Where the employee pays 3
percent of his salary, the employer contributes 3 percent: where the
employee pays 4 pexcent the employver contributes 4 percent ;: where the
employee pays i percent, the employer matches his money.

Senator Kerr. May I inquire. ot that point : If T understand your
statement correctly, vou are advising the committee that your plan

covers all of the empinv ees of your organization. and that these items
vou give us, here, represent the minimum which is being received by
them.

Dr. ALexaxpeErR. You mean these percentages I just referred to,
Nenator Kerr?

Senator Kerr. Yes. All of the emiployees are in one of those three
classifications?

Dr. ALexaNDER. I cannot truthfully say they are all in any plan.
There are plans for all, and the majority are in, and the others are
coming in rapidly. They are not all. as individuals, covered, but all
covered are in one of those three classifications.

Senator Tart. It is optional?

Dr. ALEXANDER. Yes, sir. Some plans are, and some are not. Now,
the employvers are malung it mandatory for new employee< but op-
tional with those in the employ when the plan was inaugurated. Do
I make myself clear?

The Caairmax. But all the employees are eligible if they wish to
come 1n’/

Dr. ALExaNDER. Yes, sir, and we have a plan to cover every indi-
vidual. There is no one omitted.

Senator Kerr. And it is available to every emplovee: mandatory
with reference to new ones, optional with reference to the old ones.

Dr. Arexaxper. Generally speaking, that is the case. Now, there
are a few minor exceptions. I can't say “Yes™ or “No” a= covering
every individual.

Senator Kerr. But generally’
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Dr. ALexaNpER. Generally; ves, sir.

In view of the foregoing, we respectfully request of your committee
the same consideration be given our denominational employees, all of
them employees of nonprofit organizations, as is now accorded in the
bill to members of religious orders. We ask for them continued
exemption from the coverage of the Federal Social Sccurity Act.

Senator Kerr. What worcfing would you suggest, there, Doctor, to
achieve that ?

Dr. ALexanper. Pardon me. 1 did not understand you, Senator
Kerr.

Senator Kerr. Well, you quoted the language, back here, of H. R.
6000—
all services excluded under present law are covered except services performed
by * * * (1) ministers and members of religious orders * * *

Dr. ALExaNDER. Yes, sir,

Senator Kerr. Could not language be added there which would add
the change which you seek

Dr. ALExaNDER. 1 think it could. Frankly, I didn't know that was
within my province, and I haven't attempted to frame it in words.

Senator Kerr. Well, T did not ask you to. I asked you if it could
Le done.

Dr. .\LExXaNDER. Yes, it could.

I, 1 the wisdom of this committee, such a blanket exemption cannot
be made. we then ask the same consideration for our group now given
in the bill to State and local government employees.  Such a provision
would not make 1t mandatory upon the employee to participate under
Federal social security; if. within a given group, the majority voted
to continue participation through their denominational retirement
board.

Scores of the heads of our various institutions throughout the
Southland have expressed their convictions with regard to this matter,
and their desires, in telegrams and letters to their respective Senators,
including certain of you gentlemen. So also have the State secre-
taries, who, in their respective States, are the aceepted leaders of our
denominational work. The statements of this latter group I <hall
not read, but they are included here for the record. I bring these
remarks to a close by calling vour attention to two telegrams only, the
first one appended below. received from the president of the Southern
Baptist Convention and the other one from the executive ~ecretary of
the executive committee of the Southern Bapti~t Convention.

Then, gentlemen, on several pages that follow are telegrams from
the State secretaries representing the various States of the Southern
Baptist Convention. I have tried to be brief, and I shall be happy to
answer any questions vou may wish to ask further.

The CrarrmMan. Are there any questions’

Senator Tarr. I would like to ask this: I suppose that the funda-
mental objection which you make to this would apply just as much
to any proposal that an employee be given the option to go under
either, in which case the employer would be under a compulsory re-
quirement to deduct for the purposes of the Act.

Dr. ALexaNDpER. That is true. Senator Taft.

Se]ngator TarFt. You would still object to such an alternative pro-
posal #
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Dr. ALexanper. We offer the alternative if the first suggestion can-
not meet with the approval of the committee and be approved by the
Senate. We offer the second as an alternative.

Senator Tart. It appears to me that while your plan is probably
better, it probably is not so advantageous to a man. It depends on
just what we do when we pass this law. .\lso, the question of tran--
ferring from your employment to other employment arises. .\ man
may want to feel that he can do that. I am very much opposed, my-
self, to abolishing any of these funds or making everybody come under
the other plan, but it does seem to me there is a problem there.

Dr. ALEx\NDER. You mean the problem of an employee who goe~
back and forth?

Senator Tarr. The problem of an emplovee who goes back and
forth from covered to noncovered occupations and who may want to
take the social-security provisions,

Dr. ALexaxper. I will be perfectly frank with you. As we see it,
that is the only advantage Federal Social Security has to offer any-
body; that is, anybody already covered in some retirement plan.
They can move around at will from one type of service to another.

Senator Tarr. Do you transfer with any other funds at all. or do
vou work out any plan by which credits can be transferred’

Dr. ALexanpeEr. We transfer, of course, only within the denomina-
tion, but we give to the individual a certain. shall I say. “paid up as of
a given date” standing under certain circumstances, if he is going into
secular work. And from that point on they have social-security
coverage.

Senator Tarr. And how far is your plan actuarially sound?

Dr. ALexanNpEr. That depends on the plan. We operate 12 in all.
The major plan, of course, tlor the ordained minister is something that
we are not considering here. anyvway. We are thinking mainly here
of the plans that cover all of our employvees, the Baptist schools, hos-
pitals, orphanages. State boards. and such groups as that, and all of
the lay employees, men and women.

Senator Tarr. And do you build up a fund? How far do they pro-
vide funds’

Dr. ALexaNDeR. These plans that I am referring to in the main are
fully funded.

Senator TArT. You invest the proceeds in securities?

Dr. ALEXANDER. Yes, Sir.

Senator KErr. Do you invest in securities, or make contracts with
insurance companies?

Dr. ALexanpER. No. Qur funds are all invested in securities, the
affairs of the Board are audited, and they are subject to the approval
of the denomination.

Senator Kerr. And is any of that paid on separation? If he goe-
out after 10 years, does he get that reimbursed ?

Dr. ALexanper. It does depend upon the plan. Theré are one or
two of the older plans where he does not receive all he should, and we
are hoping to be able to amend them very shortly. In the newer.
later plans, he does receive full credit. ‘

Senator Tarr. And then what about credits for past service? Are
those paid up in any way? Or are the premiums supposed to be
sufficient to make that up?
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Dr. ALexanper. They are only partially funded.

Senator Kerr. They are partially funded ¢ .

Dr. ALexanper. That is right; for the past service credits.

Senator Kerr. By payments from time to time ¢ . .

Dr. ALExANDER. They are being more fully funded with the passing
years, but they are not fully funded yet, nor will they be for some
years to come.

Senator Kerr. But you are working toward that?

Dr. ALEXANDER. Yes.

The CrairMaN. Are there any survival benefits provided, Doctor,
to the worker?

Dr. ALexanperR. Yes. There are no death benefits as such. as a
lump sum. We have widows’ benefits and orphans’ benefits.

The Ciairman. In other words, if the worker passes away almost
immediately on retirement, or after retirement, but before he received
a return of the benefits that you guarantee or stipulate, you do provide
for survivor insurance or insurance to his wife, to his children?

Dr. ALEXANDER. Yes, sir. They never receive, under any circum-
stances, less than his personal payments with compound interest
through the years, and in most of our plans a portion, a percentage, up
to the full employer contribution. It depends upon the type of the
plan.

Senator TAFT. One other question, Dr. Alexander. This exemption
that now exists in the law is an exemption of all charitable institutions;
and, of course, there may be many employers that are not covered at
all and whose employees are therefore not covered in any way. Would
you consider the possible exemption of so-called existing plans. or
something of that ﬁind, rather than the complete exemption, here?

Dr. ALExaANDER. Yes, sir.

Senator Tarr. You think that might be a possible method of han-
dling the situation?

Dr. ALexanper. I think so. T am not going into it at all, though,
because, as I say, speaking for the great denomination I represent,
we have a plan for everybody. That is a problem for the others to
work out.

Senator Kerr. You have a twofold objection, as T understand it,
one, to its ap{)lication to your denomination, and, two, to its appli-
cation generally to every church denomination.

Dr. ALexaxper. That is true.

Senator Tarr. Whether they have a plan or not?

Dr. ALExANDER. Yes, sir. '

The Criamrman. Senator Connally. any questions?

Senator ConNarLLy. Do I understand that you mean. by that answer
to Senator Kerr, that you oppose including any of these employces
under social security / )

Senator Kerr. Senator. as T understand it, his basic objection is to
the imposition of a tax by the Government upon any church organi-
zation or denomination. )

Dr. ALeExanprer. That is true.

Senator CoNNarLy. That is a generality. though. T am talking
about getting right down to it. Do vou oppose the law requiring
Payments by people who are employees of a Church organization ?

Dr. ALexaNper. You are asking me for my personal opinion ?
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Senator CoxxatLy. Well, you are testifying. you know.
Dr. ALexa~xper. Yes, sir. My personal opinion is, and also as rep-
resenting the organization, that I do, that is our position in the matter.
Senator CoxNALLY. Then they would be excluded ’
Dr. ALEXANDER. Yes, sir.
Senator ConNaLLy. \And it would be up to them to either get a plan
n their denomination or be out and not have any plan; is that right/
Dr. ALexanper. Yes. sir: that would be the present situation. It
1s my own opinion that there is a great advantage in what you are
doing right now; whether the plan stands with the social-security
rovisions as they are in House bill 6000. or whether they are amended,
ecause the matter 1s being brought home to the attention of all
groups. nonprofit organizations, and you helping to bring to pass :
security coverage where it does not exist at the present.
Now. speaking for my own denomination, we do have it in existence.
and it has been, for about 1) vears.
Did I answer your question. Senator Connally ¢
Senator CoNNALLY. You answered it.
The CiratrmaN. Thank you very much, Doctor.
Dr. Arexaxper. Thank you, sir.
(The supplementary material filed by Dr. Alexander follows:)

STATEMENT BY WALTER R. ALEXANDER, EXECUTIVE SECRETARY, RELIEF AND ANNUITY
BOARD OF THE SOUTHERN BAPTIST (CONVENTION

Honored Senators, before proceeding with any formal statement, permit a very
sincere word of appreciation for the privilege thus extended me. That word I
express for the more than 61, million members of the denomination I represent
in my official capacity. I am Walter R. Alexander, executive secretary of the
relief and annuity board of the Nouthern Baptist Convention. 7This denomina-
tional board has its headquarters in Dallax, Tex., by which State it was chartered
as an eleemoxynary institution in 1818, It is the pension board of Southern
Baptists, operated by and answerable to that great Christian body. They hold
membership in more than 27,000 Baptist churche:: dotting the land from Mary-
land to Florida, down the Atlantic seaboard, thence westward to the Pacific
coast, including California and Oregon, 22 States in all, and the District of
Columbia.

The functions of this board are twofold. It extends relief, in the form of
direcet financial grants, to azed Baptist ministers and their wives, and to the
widows and orphans of Baptixt ministers. In so doing, it disburses denomina-
tional funds designated for the financial relief of these aged individuals who
served] for the most part on very modest salaries in other days before the retire-
ment plans of the board had been instituted. IFor the past 10 to 15 years, the
board has been operating retirement plans looking toward age annuities, with
disability provisions, for all servants of the denomination. Its major plan is
designed for the ordained” ministers, pastors of churches. Into that plan, the
Baptist minister pays 3 percent of his salary as dues, his church or churches
contributing a like amount, these totals supplemented by denominational funds.
In addition to this, the ministers’ retirement plan, through which more than
11,000 Baptist preachers are participating, together with more than 12,000 Daj-
tist churches, our board operates other contributory retirement plans; one for
the employees of all south-wide denominational boards, institutions, and agencie<;
one for the employees of our Baptist orphanages: another for employees of our
Baptist hospitals; another for the faculties and staffs of our Baptist schools and
colleges: and still another, entitled the “Age Security Plan,” designed for lay
church workers. Some of these plans are on a voluntary basis, although more
and more employers are now making participation mandatory upon all new
employees. These plans are meeting with increasing favor and are growing
rapidly in the extent of their coverage. In all. over 26,000 certificates of par-
ticipation have been issued to date. Southern Baptists offer, through the board I
represent, the coverage of a contributory retirement plan to every salaried emn-
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ployee of the denomination, without regard to race, sex, age, or type of service
rendered, and whether ordained or lay.

Several times in the past years, amendments to the original Social Security
Act of 1935 have been considered by the Congress. Each time, Southern Baptists,
along with other great denominations of America, have urged that no amendment
be passed that would, to the least degree, or in any sense, violate the American
principle of the separation of church and state, contrary to the spirit of the
first amendment to the Constitution of the United States. In the Southern Baptist
Annual for 1940 appear these words as the expression of the Southern Baptist
Convention : ‘‘Baptists believe in social security for the American people. They
have advocated it for many years. Their several retirement plans are evidence
of their belief in the plan of social security and of their desire to secure the
application of this principle in behalf of all the workers in all the estates of the
denomination, none of which are covered by the Federal Sociial Security Act.
Baptists desire that the Government shall not amend the Social Security Act in
any way that would result in an infringement upon our religious liberty * * *,
We are informed that Congress does not desire to disturb the churches and
church institutions by placing a tax upon them and their employees for social
security ; yet much pressure is being brought to bear upon the Government to
extend the coverage of the Nocial Security Act to employees of tax-exempt
agencies.” The foregoing, expressed at the time the Walsh amendment was
pending in the Senate, is a true expression of Southern Baptist convictions today,
and remains applicable, although nearly 10 years have passed.

Up to the present time, employees of nonprofit organizations have been excluded
from the coverage of the Social Security Act. To be more specific, the services
excluded are those performed by (1) employees of nonprofit organizations or-
ganized and operated exclusively for religious, charitable, scientific, literary,
educational, or humane purposes, if the organization does not engage substantially
in propaganda or other activities designed to influence legislation” (Social
Necurity Revision, p. 3, hearings before the Committee on Finanece, United States
Nenate, 81st Cong. 24 sess., on H. R. 6000—pt. I, Testimony and Recommendations
by the Social Security Administration, January 17, 18, 19, and 20, 1950).

Under the bill now being considered, H. R. bill 6000 (and acain I quote), “All
services excluded under present law are covered except services performed by
(1) ministers and members of religious orders,” etc.

Baptists have no members of religions orders, but we do have thousiinds of
denominational servants, ordained and unordained—employees of churches,
boards, institutions, and agenciex. Under the terms of H. R. 6000, and as recom-
mended by the advisory council, these would be covered automatically. Thix
would mean (1) that, in the future, the function of providing for the economice
security of employees of church, denominational orgcanizations, and other insti-
tutions of religion would be taken away from these groups and be made the
function of the State:; (2) that the churches and their institutions would be
taxed by the State for the support of its social-security program: (3) that the
door would be open for the punitive coercion of the churches by the State in the
enforcement of its regulations; and (4) it involves the individual workers of
the churches in a direet economic dependence upon the State that will tend to
dull religious conviction and stifle independent, conscientious action,

Baptists still believe that the church is not in the same category as the economic
corporation, that it is the voice of God in the world, and that its spiritual
function becomes impossible when its organization and methods are controlled
by the state, or when it becomes economically dependent upon any other group
whatsoever. The church must remain free from entangling alliances if it is
to continue its function as the voice of God in human society.

It <xhould be noted here that H. R. bill 6000 makes an interesting and appre-
ciated concession. It calls for contributions by employees of nonprolit orczan-
izations on a compulsory basis, permitting contributions made by the employer
to be on a voluntary basis. To many people, this provision may appear to Keep
well defined that line of demarcation between church and state. In its practical
application, however, it remains our conviction this would not be the case.
There would soon be brought to bear upon nonparticipating emplovers a series
of pressures—pressures that would intensify rather than diminish as the years
Pa~s. The demands of employees would be one such pressure; public opinion,
another; and, sooner or later, the pressure of governmental authority. Par-
ticipation upon the part of the employer would ccase to be voluntary, except in
theory, for such pressure would become prictically coercive.
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If and when such pressure upon the employer becomes coercive, the rights of
free men, guaranteed under the first amendment, are abridged. If not coercive,
the employer, in the case of our Baptist institutions and agencies, will choose not
to pay the employer’s share of the tax:; thus, the benefits accruing to the em-
ployee under the bill would be reduced one-half, for the bill further stipulates
that, "“if the employer doex not elect to pay the emnployer’s contribution, only
one-half of the employee’'s wages will be credited towards benefits.”

The advisory council has recommended inclusion of the employees of non-
profit organizations (and I quote) ‘“‘to assist these institutions in fulfilling their
purpose.” 1 submit to you gentlemen that, with benefits aceruing to the employece
reduced one-half, these institutions would not be fulfilling their purpose nearly
so well as they are fulfilling it under existing conditions; for, in every case thus
far in the administration of our plans for the lay employees of our denomina-
tion, the employer has agreed to, and is, matching the employee’s money. Where
the employee pays 3 percent of his salary, the employer contributes 3 percent ;
where the employvee piays 4 percent, the employer contributes 4 percent; where the
employee pays O percent, the emloyer matches his money.

In view of the foregoing, we resectfully request of your committee the same
consideration be given our denominational employees, all of them employees of
nonprofit organizations, as is now accorded in the bill to members of religious
orders. We ask for them continued exemption from the coverage of the Federal
Social Security Act.

If. in the wisdom of this committee, such a blanket exemption cannot be made,
we then ask the saime consideration for our group now given in the bill to State
and local government emplovees. Such a provirion would not make it manda-
tory upon the employee to participate under Federal social security, if, within
a given group, the majority voted to continue participation through their denomi-
national retirement board.

Scores of the heads of our various institutions throuchout the Southland have
expressed their convictions with regard to this matter, and their desires, in
telezrams and letters to their respective Senators, including certain of you
gentlemen. So also have the State secretaries, who, in their respective States,
are the accepted leaders of our denominational work.

FEBRUARY 15, 1950.
SENATE FI1NANCE COMMITTEE,
(Care Dr. Walter R. Alexander, Baptist Building, Dallas) :

The inclusion of nearly 600,000 employees of nonprofit institutions other thaun
ministers and members of relizious orders in H. R. 6000 ix concern to hun-
dreds of thousands of the 6% million Baptists who compose the Southern
Baptist Convention. Hundreds of our laity are participating through the
ministers’ retirement plan in addition to more than 10,000 pastors of churches.
Moreover thousands of individuals are participating through the age security
plan for lay church employees and hospitals, xchools, colleges, orphanages, andl
other denominational agencies. The dues-paying members have their dues
matched by the employer. Our people urge you to give the same consideration
to our lay employees as is accorded in the bill to the members of religious orders.
so that our lay workers shall have the same blanket exemption now granted
the Roman Catholi¢ Church. In the administration of our affairs as Southern
Baptists the employer has agreed to and is maintaining the matching of the
employees’ money. This xeems to be wise for all.

ROBERT G. LEE,
President, Southern Baptist Convention,

FEBRUARY 15, 1950.
SENATE FINANCE COMMITTEE,
(Care Dr. Walter R. Alexander, Baptist Building, Dallas) :

While genuinely appreciative of the humanitarian purposes embodied in Hou~
of Representatives bill No. 6000, we Southern Baptists whose churches extend
through 23 States in an arc from Maryland to the State of Washington, num-
bering 27.2%6 churches, are gravely concerned over the mandatory inclusion of
the lay employees of our churches and religious agencies. We feel that as a
minimum the option to enter or not to enter into the benefits of this bill allowed
employees of municipal and State governments should be extended to. the ]qy
employees of the Southern Baptist Convention and similar religious bodies. We
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frankly feel that the exclusion of members of religious orders which thereby
exempts lay workers in the Roman Catholic (‘hurch without a similar pro-
vis<ion for the lay workers of Evangelical Churches is discrimination sufficient
to warrant the most extreme reaction. It is in order to preclude the necessity
of violent attacks upon a bill whose purposes iuare the highest humanitarian sort
that we urgently petition the Senate Finance Committee to make exemption of
lay workers of Evangelical Churches.

The lay workers of the Southern Baptist Convention, in most cases, are already
included in the plans of the relief and annuity board of the Southern Baptist
Convention which actually is more generous that the proposed plan under
Federal social security. We feel that those who elect to be included in this
plan provided by our denomination rather than the plan of the Federal Govern-
ment should be under no coercion in their choice.

At great expense we have provided these security plans for our employees
both lay and ordained because we do not believe it a part of our basic American
principles for our religious bodies to become involved with governinental agencies.
We plead for the right to continue this relationship.

Duvke K. McCALL,
Erccutive Secercetary, Southern Baptist Convention Executive Committee.

Respectfully submitted,
WALTER R. ALEXANDER,
Erccutive Secrctary, Relicf and Annuity Board of the Southern Baptist
Convention.

FEBRUARY 105, 1900,
Dr. WALTER R. ALEXANDER,
Relief and Anmuity Board,
Baptist Building, Dallas:

Please express our opinion before Senate Finance Committee as follows: “"We
do not wish employees nonprofit organizations to be inecluded in coverage Nocial
Necurity Act. We believe present plan of greater benefit and more nearly in
keeping with convictions of separation of church and State.”

M. CHANDLER STITH,
Frecutive Seerctary, District of Columbia Baptist Convcention.

FEBRUARY 1), 1050,
NI NATE FINANCE COMMITTEE.
(Care Dr. Walter R. Alexander, executive secretary of relief and annuity
board, Southern Baptist Convention, Dallas) :

Illinois Baptists earnestly desire that employees of nonprofit organizations be
excluded from coverage in any Social Security Act.
NOEL M. TAYLOR,
Erecutive Secretary, Illinois Baptist State .\ssociation.

FEBRUARY 15, 1000,
SENATE FINANCE COM MITTEE.
(Care Walter R. Alexander, relief and annuity board, Southern Baptist Con-
vention) :

Our people much prefer that employees of our nonprofit organizations continue
present denominational plans for security and that we therefore be not covered
by Federal Social Security Act.

T. W. MEDEARIS,
General Superintendcnt, Missouri Baptist General .Agsociation.

FEBRUARY 15, 1950.
SENATE FINANCE COMMITTEE.
(Care Dr. Walter R. Alexander, relief and annuity board, Dallas:)
Kentucky Baptists number over one-half million. Seriously object to including
employees of churches and church-related institutions under Government social
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security as proposed in H. R. 6000. Relief and annuity board, Southern Baptist
Convention entirely satisfactory in old age and survivors benefits for all our
church employees.
W. . BOONE,
General Necretary, Erecutive Board,
General Association of Baptists in Kentucky.

FEBRUARY 16, 1950,
SENATE F1INANCE COMMITTEE.

(Care W. R. Alexander, Baptist Building, Dallas) :

Please request Senate Finance Committee to exclude employees of nonprofit
organizations and religious workers from coverage in Social Security Act. We
believe this is vital and basic in the life of the Nation as well as religious
denominations.

Javes R. BRYANT,
Erecutive Scerctary, Virginia Baptist Board of Missions and Education,
Baptist General Association of Virginia.

FFEBRUARY 16, 1950,
Dr. WALTER R. ALEXANDER,

Ezccutive Seeretary, Relief and Annuity Board,
Baptist Building, Dallas:

On behalf South Carolina Baptists respectfully urge through you Senate
Finance Committee exclude nonprotit organizations from coverage Social
Security Act.

CHARLEsS F. Sias,
General Scerctary-Treasurer,
South Carolina Baptist General Board.

FEBrUARY 16, 1950.
NENATE FiNaANcE COMMITTEE,

(Care Dr. Walter R. Alexander, Baptist Bldg., Dallas) :

Louisiana Baptist Convention cooperating in retirement plan of Southern
Baptist Convention urcently request you to exclude all our employees from
necessity of coverage under Social Security Act. We feel our denominations
provision is not only ample for our participants but better.

W. H. KNI1GHT,
Erecutive Secretary-Treasurer Erccutire Board,
Louisiana Baptist Convention.

FEBRUARY 16, 1950.
SENATE FINANCE COMMITTEE,
(Care Dr. Walter R. Alexander, Executive Secretary, Relief and Annuity
Board, SBC, Baptist Bldg., Dallas) :

To safeguard our long-established principles and forestall any encroachment
upon religious liberty and the separation of church and state, I urge that
employees nonprofit organizations be excluded from coverage in Social Security
Act. Ainple provision has been made for this group and our people are strong
in their convictions on this matter.

CLIFTON C. THOMAS,
General Secretary, Maryland Baptist Union Association.

FEBRUARY 16, 1950.
Dr. WALTER R. ALEXANDER, .
Rclief and Annuity Board, Baptist Building, Dallas:

In view of the fact that all Baptist State employees are covered by a security
system three times greater than Government social security, we urge Congress
not to impose this injustice upon our employees by compelling employees of
nonprofit institutions to accept Goverment social security.

CHARLES W. PoPE,
Ezecutive Secretary, Tenncssee Baptist Convention,
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FEBrRUARY 16, 1950.
SENATE FINANCE COMMITTEE,
(Care Dr. Walter R. Alexander, Executive Secretary, Baptist Relief and
Annuity Board, Baptist Bldg., Dallas) :

To include religious workers in social security would soon destroy every sem-
bliance of separation of church and state and depart from fundamental Amer-
ican principles.

HARRY P. STAGG,
Ezxecutive Secretary, Baptist Convention of New Mcerico.

FEBRUARY 16, 1950.
SiNATE FiINANCE COMMITTEE,
(Care Walter R. Alexander, Baptist Bldg., Dallas) :

Through retirement plans operated by the relief and annuity board, a con-
vention agency of Southern Baptists every individual who bears a salaried
relationship to any church, institution, board, or agency of our Baptist denomi-
nation is offered generous coverage. I therefore respectfully and earnestly
request that your committee exciude from coverage under the Social Security
At employees of nonprofit organizations.

JAMES W. MERRITT,
Erecutive Sceretary, Treasurcr, (Gcorgia Baptist (‘onvention,

FEBRUARY 16, 1950.
SENATE FINANCE COMMITTEE,
(Care Walter R. Alexander, Relief and Annuity Board, Dallas) :

We urgently request that all lay workers in other churches be granted same
consideration as that given to relicious orders of (fatholie Church in Senate bill
No, 6000. We believe that this bill as proposed violates the principle of separa-
tion of church and state and that we have a plan in our own relief and annuity
hoard which safeguards this principle and provides adequately for our church
and denominational lay employees.

R. E. M1 aMm,
L'zecutive Ncerctary,
H. . PRICE,
President, Baptist (ieneral Convention of Oregon.

FEBRUARY 16, 1950,
SENATE FINANCE COMMITTEE
(Care Dr. Walter R, \Alexander, Baptist Bldg., Dallas) :

Baptists anxious there be no infringement on principle separation of church
and State.  Since Southern Baptist have retirement program for all employeces
of churches and convention organizations, request you make same exception for
them now being allowed the Catholics of America.

J. HOwARrRD WILLIAMS,
Exccutirve Sceretary, Erecutire Board,
Baptist Gencral Convention of Teras.

FEBRUARY 16, 1950.
NENATE FINANCE COMMITTEE
(Care Walter R. Alexander, Executive Secretary, Relief and Annuity Doard,
SBC, Baptist Bldg., Dallas) :

In behalf of North Carolina Baptists I request that all employees of our
church organizations, which are nonprofit organizations, be excluded from the
Nocial Necurity Ac¢t.  This request is made on the grounds that we have our own
plans for covering full-time employees of our organization and of our Baptist
churches.

M. A, HuaaoINs,
General Secretary, Baptist State Convention of North Carolina.
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FEBRUARY 16, 1950,
SENATE FINANCE COMMITTEE
(Care Walter R. Alexander, Executive Necretary, Relief and Annuity Board,
Dallas) :

Our employees are protected in disability and vld age by our relief and annuity
plal.x. Please exclude employvees of nonprofit organizations on your impending
Nocial Security Act.

, ) WiLLis J. Ray,
Erecutive Seeretary-Treasurer, Baptist (Jeneral Convention of Arizona.

] FEBRUARY 17, 1950,
Dr. WALTER R. \LEXANDER,
Baptist Building, Dallaxs:
California Southern Baptists join you in requesting employees of nonprofit
organizations be excluded from coverage in Social Security Act.
A. F. CRITTENDON,
Ezccutive Secretary, Southcern Baptist General Convention of California.

FEBRUARY 16, 1950.

Dr. WALTER ALEXANDER,
Executirve Sceretary. Relicf and Annuity Board,
Southern Baptixt Convention, Dallas:

Arkansas Baptists earnestly request that Baptist employees be exempted from
provision of Social Security Act, for they are members of a nonprofit organizatio-.
B. I.. BRIDGES,
Exceutive Sceretary, Arkansas Baptist State Convention.

The Caairyvax. Mr. Thomas Walters/

Mr. Riciiarpsox. Mr. Walters won't be here. Senator; and I am
scheduled to follow Mr. Walters.

The Cramyax. All right, Mr. Richardson. You may come

around, then. Please identify yourself for the record.

STATEMENT OF GEORGE J. RICHARDSON, SECRETARY-TREASURER,
INTERNATIONAL FIRE FIGHTERS ASSOCIATION. WASHINGTON,

D. C.

Mr. Rictiarpsox. I am George J. Richardson, secretary-treasurer of
the International Fire Fighters Association, representing 30,000 out of
a total of 92,000 fire fighters throughout the United States.

The CiairmaN. You represent 80,000 out of a total of 92,000/

Mr. Ricuarnson. Out of a total of 92,000 paid fire fighters, Senator.
All of those are members of our association.

The C1alRMAN. You do not include the volunteer systems’

Mr. Riciarpsox. No, sir.  They are covered by social security by
virtue of the occupation at which they work: so that they would not

be involved in this.
The Ciatrman. I see.
Mr. RicHarpsox. We come first to endorse the bill as passed by

the House. with one exception. That one exception is the provision
which was in the original bill in the House last year, whereby police-
men and firemen were exempted from the provisions of the gill. At
that time we submitted to the House committee letters from 500 cities
indicating that the firemen in those cities wanted to be excluded from
the bill. We reiterate again at this time that same request, and we
:an submit to you probably 600 letters which have been submitted to
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the Senators and to us during the last 2 or 3 weeks, indicating that
they also are of the same opinion, that they want to be eliminated and
excluded.

Senator CoNNaLLy. Was that originated by a sort of a propaganda
public relations poll of all these people that sent these letters m?

Mr. RicarpsoN. No, sir: it was a policy that started in 1940.

Senator ConyarLy. Each fellow just had the urge to write? He
did not have any suggestion from your organization !

Mr. Riciiarnson. No.” I won't say that.

Senator CoNNaLLY. What will you say? I am asking vou.

Mr. Ricuarpsox. T am trying to say it, if you please.

Senator ConNaLLy. I ask you if it was not true that all these letters,
this wagonload of letters, were not inspired by an organized drive,
-ort of a propaganda proposition. There is nothing wrong in it, but
I just wanted to know i1f that is true.

Mr. RicuarpsoN. They were inspired by the fact that our organi-
zation since 1940 has been interested in this, since the original Wagmer
amendment was presented to the Senate. .And our organization and
the American Federation of Labor at that time opposed the inclusion
of firemen and policemen. In each convention since, we have en-
dorsed that policy. And when the bill was being prepared for the
House last year, we assisted in the writing of the exclusion. We ad-
vised our members at that time to advise the members of the Ways and
Means (CCommittee that the bill was there and that there would be a
possibility that there would be opposition to that provision.

When the bill came before your Senate committee, here. I talked
with Senator George, and we told him we could get thousands of let-
ters asking that firemen be exempted. We agreed that was not nec-
essary.

The Ciarman. I hope T did not mislead yvou, Mr. Richardson.

Mr. RicharpseN. And for that reason we advised our locals to
just advise their Senator that they were against the including of fire-
men in the bill.

Now, no later than- this morning we took it up with the social
~<ccurity committee of the .\merican Federation of Labor. who en-
dorsed the bill in the House, with the exclusion of firemen and police-
men, and they are going to come before yvou and endorse the position
which we are asking you to endorse, to exclude us from the provisions
of the bill. because more than 95 percent of our members have
pension systems which they feel are adequate to take care of their
wants,

We are fearful that if social security is made possible it will bring
about eventually the elimination of the pension systems which we
have. which we believe are particularly fitted to our occupation, be-
ciuse of early retirements, hazards that are involved in our occupa-
tion, that cannot be provided for in an over-all social-security bill.

No I say to you quite frankly, it is a simple thing we are asking you
to do: to exclude us, and to restore, for example, on page 79 after
line 13 of H. R. 6000, the simple words that “such agreement shall not
provide for the inclusion of any such services performed by ‘an in-
dividual in the course of his employment as a policeman or fireman.”
If that was inserted on page 79, after line 13, we would be happy to
see the bill passed, with all of the other features you want to add to it.
or as passed by the House.

0')0‘8().') a0- pt.3 - 4
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The Criatkmax. I believe most of the witnesses who have appeared
before us say that under your retirement system the firemen retire
venerally at a much yvounger age than 65. .

Mr. RicHarpson. Yes, sir,

The C'HamrMaN. It is 55 or 60, I believe.

Mr. Ricrarpsox. That is right; 55, generally.

The Cramrmax. Fifty-five, generally. The policemen also, of
course, retire at a younger age.

Mr. Ricuaroson. That 1s right, sir. ~
[he Ciairmaxn. And that is because of the extreme hazards of your
occupation,

[ )

Mr. Ricuarpsox. That is definitely the reason we believe that our
present situation covers us so well.

Now. we are dividing the time allotted to us; we have here our
international president. and we have the distinguished president of
our Ohio Fire Fighters A<sociation, Bob Lukens: and the president
of our New York local, John Crane; the president of our Detroit
local; and the president of our Chicago local, James McGuire.  They
are all here, and we are trying to expedite the matter. I do not want
to take up a lot of time.

Senator Tarr. I want to ask one question. Is this coverage
universal?

Mr. RicHarpson. Practically.  There may be a few small com-
munities—and it would not exceed 2.000 as a total, Senator Taft—
where firemen are not covered by some type of pension. And we be-
lieve that in the course of a short time if you eliminate this belief
that there is at the moment in some cities that social security is going
to be enacted to cover everybody. and if that was out of the way and
they knew they would be excluded, we could have legislation. which
the present situation is now causing to be postponed, which would be
adequate to cover them, very shortly.

Senator Tarr. How much turn-over is theré among fire fighters?

Mr. RicHarpsoN. Very, very little. I think you understand that the
employment age of entry is from 21 to probably 30, as an average; and
if in that period they do not make good they leave the department to
oo into some covered employment. But after they pass age 30, there
is very little change of employment.

Senator Tarr. Once a fireman, always a fireman.

Mr. RiciiarpsoN. That is right. He takes the time to acquire the
knowledge and technical skill to become an expert, and once he ac-
quires it he ix more valuable to the city.

Senator CONNaLLY. Under these retirement plans that you already
have. the voluntary plans, do the employers contribute to the fund?

Mr. RiciiarpsoN. In most of the cases, Senator, yes. They con-
tribute from 5 to as much as 12 and 14 percent. Even in New York
City. the employer contributes, and the employee contributes up to 12

percent in New York City. In Cincinnati they contribute up to 8 or?

percent, or they used to.
Senator CoxNaLLY. Is that a State law? o
Mr. RrcmarpsoN. A State law; and then there is a municipal act

covering it. In 90 percent of our pension plans, there are employee

contributions and employer contributions. .
Senator Kerr. May I ask a question, Mr. Chairman?

The CHARMAN. Yes, Senator Kerr.
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Senator Kerr. What percentage of those covered are protected by
legislation making the gtate the one responsible for the payment of
the benefits ¢ - .

Mr. Ricuarpson. Very few. In fact, I know of none in which the
state has the responsibility of paying the benefits. The State enacts
the legislation which provides the method by which the taxes, or tha
tax, shall be collected. In the State of Ohio, there is $1,600,000 con -
tributed by the State to the municipalities to supplement the funds
which are collected from the employees and the employer, namely, the
city.

genutor Krrr. Then what percentage of the employees, firemen I
am talking about, are employed by municipalities where you feel that
they may know that they are secure in that they will get the benetits
which are contemplated ¢

Mr. RicuiarpsoN. Well, I believe that practically 99 percent of the
pension funds that are in existence may not be actuarially sound, but,
they are so sound that the municipality itself will see that the pension
that is due will be paid when the men become eligible to get it.

Senator Kerr. What percentage of your employees are in commn-
nities of less than 25,000¢ Take it over the Nation.

Mr. Ricuarnson. Well, in communities of less than 25,000, you prob-
ably have less than 20 percent of the total paid firemen in the country.
You see, you get into the volunteers, from 10,000 down.

Senator Kerr. Are there not so many more small communities than
large ones that a greater percentage of your employees over-all would
be 1n communities of 25,000 or less?

Mr. RicuarosoN. No, Senator. Because between 10,000 and 25,000
population, for each city in that category, there would be from 10 to
25 firemen. There would be 25 firemen in a city of 25,000 population,
one per thousand, or slightly less. So that when you take New York,
with 11,000, Detroit with 2,500, Chicago with 3,800, you can add them
up, and the large cities are largely the area in which you get the great
number of firemen.

Senuu?)r Kekrr. What is your estimate of the total number in the
countr

Mr]. }I,{ICIL\RDSON. Oh, it 1s 92,000, total. Within 500 I can tell you
exactly.

Senator ConNaLLy. Those are paid firemen ¢

Mr. RicnarbsoN, That is right.

Senator CoNnNaLLY. You are not talking about the fellow who
wears the uniform and goes to the State convention of firemen ¢
~ Mr. RicuarpsoN. There are nearly 600,000 of those, Senator ; 200,000
llll Pennsylvania, and quite a few in Texas, a lot of my friends down
there.

Senator Kerr. Do you think, then, from the standpoint of the secu-
rity and getting the benefits that are contemplated, they are adequately
protected ¢

Mr. RicHARDSON. Yes, sir. .And I am trying to reflect their opinion
to you in an honest and sincere way.

The Crairman. Thank you very much, Mr. Richardson.

Mr. RicuarosoN. Thank you, Mr. Chairman.

The Caatraran. Mr. John P. Redmond.

Mr(.l Redmond, you may be seated and identify yourself for the
record.
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STATEMENT OF JOHN P. REDMOND, PRESIDENT, INTERNATIONAL
ASSOCIATION OF FIRE FIGHTERS, WASHINGTON, D. C.

Mr. Repmonp. Mr. Chairman and gentlemen of the Finance Com-
mittee, my name is John P. Redimond. I am president of the Inter-
national Association of Fire Fighters, which represents 80,000 active
fire fighters in the United States and Canada in over 900 cities.

The International Association of Fire Fighters have, by repeated
convention action, gone on record as opposing the extension of cover-
age under the Social Security Act to the fire fighters of the United
States.

The fire fighters of the United States at present have retirement.
annuity, and pension systems in the 45 States, which are not only
.ulequate but the benefit provisions are more liberal than the provisions
of the Social Security Act as contemplated in H. R. 6000.

The fire fighters of the United States have been provided, through
State statutes and city ordinances as long ago as the year of 1875, Wlth
pension protection, and this helped to build the efficiency and morale
of our fire departments so that they could cope with that ever present
menace of fire which before the turn of the century destroyed great
segments of many of our cities.

Fo open the door by allowing the proponents of social security to
conduct referendums would instill into the minds of the fire fighters
that the construction of their present pension security would be de-
stroved and eventually socizl unsecurity would replace that which
they have labored for over 75 vears to secure.  Instead of a voung man
entering into the fire-fighting service and making a life career of thi

rofession., his job of the future would be a stopping place on the
Fl"’h“’a\ of life until he could secure a better and more profitable
position.  The now prevailing pension sy=tems throughout the United
States have reduced the turn-over in personnel to a very minimun.
The very few withdrawals from the fire depdrtments have been caused
by disablement in the performance of duty and retirement because of
age and service.

To do anything which would cause the disruption of this smooth-
working arr dn"ement of one of the most essential services in any com-
munity, would “be disastrous. ax ev ery incipient fire is a p()tenlml con-
flagration, and fire out of control destroys everything m it~ path and

cannot be controlled except by natural barriers. Floods will recede.
l)ut fire out of control ix an all-destroying force.

Therefore. on behalf of the citizens of the communities we serve. we
ureently request that H. R. 6000 be amended as follows:

Strike out on page 80. line 19, after the word “system.”” all of item
(C) in subsection ().

Strike out on page 82 beginning on line 10, section 218 (d) to and
including line 17. page x3. and substitute therefor the following
pa mgraph :

Such agreement shall exclude all public employees in positions “covered by 2
retirement svstem, as previously defined in subsection (B) (4) of this section.

The fire fighters for generations have been underpaid, and have been
compelled to work long hour~ and cannot afford the cost of additional
protection offered by social security.
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It would be difficult to persuade the State and municipal govern-
ment~—the employers—to continue to support their local retirement
svstels at present levels.

Many States have tax-limitation laws and as pensions are tied in
with salaries and the limit has been reached, it would mean that in the
event Ho R. 6000 passes in its present form, new sources of revenue
would have to be provided to meet the additional cost of ~ocial security.
A~ the present source of revenue is just enough to provide a very low
salary and the cost of the present retirement systems. any additional
cost without additional revenue would mean reduction of salaries,
reduction of retirement Jbenefits, and longer vears of service.  This
would result 1n over-aged fire (lep.utment\ larger fire losses, greater
loss of life, and in]urles atendant to fires, with eventual additional
cost for fire-Insurance premiums,

If the present bill is so essential to those who now have retirement
svstems, I would suggest that an additional appropriation be pro-
vided by the Congress of the United States so as not to impoverish
the various subdivision of State governments who are slowly being
paralyzed by taxation by the National and State governments.

(Gentlemen, I submit this because of the fact that, being azsociated
with the fire- hglntmg service as a member of it tfor 34 years in the city
of Chicago, and being a trustee of the firemen’s pension fund for 17
vears. I realize how important the role is that a pension plays, what an
mportant factor pensions are, in maintaining the morale and effi-
clency of the fire departments throughout the country. To impair
them in any wayv. shape. or form would not only reduce the morale
and the efficiency of the fire departments but work a hardship gen-
crally upon the people of the community. Because each individual
fire Aighter realizes. when he goes into a building. that every building
has 1t= hazards today aside from the attendant hazards that we had
vears ago. such as carbon monoxide. We have suchi additional haz-
ards today as volatile oil, nitrocellulose, plastics; and various other
things that explode at a low heat point. And the result‘is that they
\\nul(l stay outside of the buildings, the losses would increase, and
naturally the loss of life. If our pension funds are destroyed, that
i~ exactly what will occur. And, of course, they will be destloyed in
~ome of the States where the tax-limitation laws are now in effect, be-

caise they cannot add this additional 3 percent without reducing the
present benefits that they are getting from pensions or reducing
the ~alaries of the fire fighters in the present locality.

I have here a list of some of the cities. Here 15 a survey that we
have made in 1945, covering nearly all the cities in the United States.
I will leave this with the committee. There are 69 questions pro-
pounded in that survey relating to pension funds, so that we can ar-
rive at a safe and sane method of secur ing additional legislation at the
State levels.

For the benefit of the committee and to show yvou exactly what we
have to contend with. taking some of the cities, spot checking, be-
tween 30,000 and 10,000, 18 cltleq the average fire fighter works 74
hours and at an average h()urly -ate of 49 cents an hour. If you re-
duce that again by 114 cents, you will bring his salary down to
about 4714 cents an hour. which is not. suffici ent at this dav and age.

The Cuairman. Do you wish to leave that for the record?
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Mr. Repmonp. Yes, T will leave the table including those 18 cities,
the hours worked per week, and the salaries, for the record.
(The tabulation follows:)

Hours Hours
Cities worked| Salaries Cities worked| Balaries
per per year N per per yea:

week week
Murph\ choro m 25 $1,980 || Lafayette, La_ 72 $1,
Welch, \a o 2 1,680 || Paris, Tex oo ....... .. . 84 | IR
MceAle <t4 r Okla. 72 1,980 || Biloxi, Miss. .. ... . 84 1, 444
Indo;wndvn(-(-, Kans . 72 1.920 || Texarkana, Jex..___...___. .. 72 1,
Carthage, Mo . ... R4 1,0 || Ardmore, Okla_ ... ... . . 84 1.4
Okmuleee, Okla . _.___. %4 1,920 {| Cambridge, Ohio ... _...... 72 1 ™
Temple, Tex. e %4 1,980 {| Biddeford, Maine_________.. . 78 1,714
Martinsburg, W. Via. .. _______ 72 1,%4% | Laredo, Tex_ .. ... _._._..._. 72 1, N
New Iberia, La. . . . .. ___. T2 1,920 || Joplin, Mo.. ... ._. o 56 1, 916

Average workweek, 74 hours.
Average bhourly wage, 49 cents an hour.

Mr. RepMoNp. So yvou can recognize why we are opposing the ex-
tension of social security to the fire fighters, especially because of the
low wages that are being paid, the long hours we are being compelled
to work because of the low wages. And we know that 1t is not going
{0 benefit the type of service that we are rendering to the communi-
ties at the present time.

Now, since the inception of the organization, in 1918, and up until
1928, there was a continual climb, as far as the fire loszes were con-
cerned, 1n the United States and (Canada. In the United States the
lossex increased until they hit the all-time high in 1928 of £550,000,000.
In those self-vame years there were created in the various States
throughout the United States pension acts for fire fighters, with the
result that the losses started to recede until they hit the all-time
]ow in 1937 of 225000000 annually. or a saving of approximately

$325,000,000 annually.  Of course. it is true that ‘after the war, they
aﬂnn climbed to $700.000,000, but there was a change-over from war-
time activities to peacetime activities, and we d]ltl(lpdt(’(l because of
this change-over in persennel and various other activities that the
losses would 1ncrease approximately in comparison to what they were
in 1925, which would be three times. We anticipated that the inven-
tories would be three times the value of what they were in 1928. o
you can readily understand that we are doing everything we possibly
can to reduce this loss, and the only way we can continue to reduce
this loss and the attendant loss of life and injury sustained by fire 1=
to have these protective measures at the State level and at the city
level.

Now, there 1s the humane side of the question that I would like
to bring to your attention. Being a trustee for 18 years, I can ~ay
that it was our sacred, inviolate duty to see that every beneficiary
under the act was pr opm]\ taken care of. During the 18 years that
I was a member of the Chicago firemen’s pension fund we never had
an orphan go wrong. We had to arrange for the shifting of the
glmldlans]np of some of those orphans, but the result was that all
of those children came through in a fine manner. Some of them are
lawyers, and some of them are doctors today.
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As far as the disabled men are concerned, some of them had been
in hospitals for yvears, and their family neglected them. We saw
that the family went out and visited them and brought clothing and
newspapers to them and things which they should have. I am just
calling this to your attention for the reason that we consider them
by name and not by number, which is what they will be if they are to
be under social security. We are very anxious that that be prevented,
and that they not be required to come under social security.

That 1s all I have to say. unless you have some questions to ask.

The ('nairman. Thank you very much for your appearance.

Mr. Reomonp. Thank you.

The C'niairman. Mr. James McGuire?

You may have a seat if you will, sir.  You are appearing on behalf
of the International Association of Fire Fighters also?

STATEMENT OF JAMES T. McGUIRE, PRESIDENT, CHICAGO FIRE-
MEN’'S ASSOCIATION, LOCAL NO. 2, INTERNATIONAL ASSOCIA-
TION OF FIRE FIGHTERS

Mr. McGuire. I am appearing for the Chicago Fire Fighters As-
sociation, in conjunction with the international.

Senator Kerr. Mr. Chairman, the gentleman who has just left the
stand is the national president of the Fire Fighters Association?

Mr. McGuire. Yes, sir.

Senator Kerr. I wonder if he would tell us that he has the same
confidence in the security of the benefits of the firemen in the average
town that the preceding witness had.

Just answer “yes” or “no.”

Mr. Repmonp. Yes. 1 do. But I would like to explain why even
under conditions, where the fire fighters have been charged with pay-
ing the benefits, in the city of Chicago——

Senator Kerr. 1 am talking about the towns of 25,000 population.

Mr. Repmonp. The answer is the same; ves.

The Cnairman. Thank you very much, Mr. Redmond.

Al right, Mr. McGuire.

Mr. McGuoire. Mr. Chairman and members of the committee, I am
James T. McGuire. president of the Chicago Firemen's Association,
Local No. 2, International Association of Fire Fighters, afliliated
with the American Federation of Labor. and have requested this op-
portunity to appear before you to represent the rank and file of the
Chicago Fire Department, comprising some 3,500 members.

At present, Chicago firemen contribute to and are beneficiaries of
our long-established pension fund. We wish to register our objection
and opposition to the proposed expansion of the Federal Insurance
Contributions Act to apply to or include our membership under House
bill 6000.

While our organization approves of and is in favor of making social
security available to those municipal or other governmental employees
having no retirement coverage or whose pension protection is inade-
quate, we are definitely opposed to any extension of the scope of the
Federal social security program to affect employees having a stable
pension fund.
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Our members view with keen anxiety the pr;)f)osal to open the door
to our possible inclusion under the proposed House bill 6000. They
are concerned, even though House bill 6000 provides optional partici-
pation by a two-thirds referendum vote. Many firemen have, by their
contributions, built up equities of considerable value and they are
fearful that these equities are in jeopardy by any change that may
result from this proposed legislation. They fear that the lower rate
of contribution under the Federal Social Security .\ct would prove
too great a temptation to short-sighted public officials and to selfishly
motivated taxpaying groups who would seize upon this legislation
as an opportunity to relieve the local taxpayers of their legally exist-
ing established obligations to present pension funds, thereby decreas-
g the efliciency of fire departments through our Nation. Of even
greater reason for retaining our present pension system, and objec-
tion to inclusion under Federal old-age pension, it is an important fact
that Chicago firemen, regardless of age in the event of incapacity, are
eligible and become beneficiaries of our present pension fund.

The only adequate protection to the firemen of the city of Chicago
is complete and absolute exclusion from the provisions of House bill
6000, and 1t should be amended as follows:

First: In section 218, under definition, strike out (C) of paragraph
h, page 80, lines 19 through 22.

Second : In section 218, strike out (D) (1) of line 10, page =2,
through line 17, page 83, and substitute :

(7) Such agreement shall exclude all public employees in positions covered
by a retirement system, as previously defined in subsection (b) (¢) of this
section.

We wish to thank you for this opportunity of appearing before
you, and we will be glad to answer any questions you want to put.

The CriaikMaN. Are there any questions?

If not. we thank you for your appearance, Mr. McGruire.

Mr. McGuire. Thank you, Mr. Chairman.

The CraryaN. Mr. Thom?  You may be seated, and please iden-
tify yourself for the record.

STATEMENT OF GLENN THOM, PRESIDENT, DETROIT FIRE FIGHT-
ERS ASSOCIATION, OF THE INTERNATIONAL ASSOCIATION OF
FIRE FIGHTERS, DETROIT, MICH.

Mr. Troa. Mr. Chairman. and members of the committee, my
name is Glenn Thom. I am president of the Detroit Fire Fighter
Association, which ix part of the International Association of Iire
Fighters. and also a member of the board of trustees of the city of
Detroit policemen and firemen retirement system. I will read a brief
prepared statement with respect to that system:

Thix ix to certify that the following resolution was adopted by the board of
trustees of the policemen and firemen retirement system at its meeting held
Monday. February 13, 1950 :

“By Mr. Woltemate, supported by Mr. Saigger :

“Whereas the policemen and firemen of the city of Detroit, numbering ap-
proximately 7.000 members and beneflciaries, have been covered by retirement
plans for more than 60 years; and

“Whereas the said policemen and firemen are now covered by a retirement
plan, the provisions of which they consider to be in the best interests of the
city of Detroit and themselves; and
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“Whereas the said policemen and firemen are concerned with efforts being
made in Washington to include them under the provisions of the Social Security
Act by direct Federal action or by indirect Federal action, designed to apply
public pressures to accomplish their eventual inclusion under the act: Therefore
hp‘!;\’vsolw’d, That the board of trustees of the policemen and firemen retirement
«ystem of the city of Detroit urge the Senate Finance Committee, in their deliber-
ations, to protect the interests of said policemen and firemen in he city of Detroit
by positive exclusion from the Senate bill corresponding to H. R. 6000 and be it
‘urther
m“Rcsolved, That Mr. Glenn E. Thom, of the Detroit Fire Department, as an
elected trustee of the policemen and firemen retirement system, and/or a rep-
representative of the I’olice Department, appearing before the Senate Finance
Committee, be authorized to speak for the members and beneficiaries of the
policemen and firemen retirement system of the city of Detroit.”

Yeas: Trustees Woltemate, Markey, Furlong, Saigger, Creedon, and Chairman
Reinelt—86.

Nays: None.

J. €. HorGAN, F.recu'iie Scceretary.

I submit that in evidence to the committee.

(Gentlemen. we take the same position as the previous spokesmen rep-
resenting the International Association of Fire Fighters and the
various local organizations represented therein. It is our opinions and
owr conclusion that to be included under social security as proposed
would be definitely detrimental : possibly not at the present time but in
the long run.  So that we have asked the positive exclusion as men-
tioned I the resolution.

The Cramrman. Is your organization affiliated with any of the
national unions?

Mr. Tunoym. We are affiliated with the International .\ssociation of
Fire Fighters,

The Crarrmax. Thank vou very much, Mr. Thom.

Mr. Tuoym. Thank vou. Mr. Chairman.

The Cramryax. We have one other witness scheduled for the morn-
img—>Mur. John P. Crane.

Mr. Crane, will you please identify yourself for the record /

STATEMENT OF JOHN P. CRANE, PRESIDENT, LOCAL 94, INTERNA-
TIONAL ASSOCIATION OF FIRE FIGHTERS, NEW YORK CITY

Mr. Craxe. Mr. Chairman and gentlemen. I am John P. ('rane,
hreman first-class, Fire Department, city of New York, president of
Local 94, International Association of Fire Fighters, A. I¥. of L.

While we do not feel that our pension systems are adequate. we do
feel, however, that they are more in line with our needs and the needs
of bur communities than social security for fire fighters. Therefore,
we request the committee to exclude completely paid firemen of the
fire departments throughout the United States.

Our reason for this is a survey made at the request of a former mayor
of the eity of New York, Mavor LaGuardia, which indicated over the
Years that 1,765 fire fighters had died at an average age of less than H0
years,

Our pension systems give protection, under those terms. and I do not
believe that the protection we have is anywhere in line with social
security, which ‘is considerably less.
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Now, the cost of present protection to the fire department of the ci
of New York runs around 8 million dollars, and in 10 years it will |
up to 12 millions. .Add to this the cost of social security, and yc
are merely adding a burden to the city of New York which cann
benefit us as fire fighters, because we don't, tirst of all, live long enoug
to get the benefit.

Secondly, it is a temptation to the city officials. .And our experien
with city officials indicates that you can arrive at decisions when e
pediency so determines and force the community to meet your requir
ments, but when the time comes to live up to the intention of tho
agreements we have the same experience that I find the papers indica
we have with the Soviet Government. The intention always deviat
from what it was originally. And where in 1940 we agreed to pay
percent for our pensions, and the city passed a law, we found we we
paying ¢ percent but that the new men were paving 14, 15, 19, and :
percent. Now are you going to ask these fellows to contribute mo
than that /It is a physical impossibility, on our salaries, with incon
tax and other deductions. to do so.

Our occupation is peculiar. We have one of the lowest life e
pectancies, 53 years o} age. Our earning expectancy is 23 yvears le
than normal. We have the highest incidence of accidents, disabln
accidents.  We have the highest incidence, by 100 percent. of hea
disease. We have the highest incidence of unemployables among o
retired men, of age groups running from 40 to 65, of any known grot
in the country. 'That is why social security Is so Inadequate to o
needs and why pension systems are a requirement to eflicient service-
pension sy<tems based upon the needs of the community.

And in New York City we pay the highest rates in the country-
Mayor O'Dwyer is making an effort to reduce those rates—but 1l
requirements of the fire fighter are also the highest. In our 20-ye:
retirement, we give consideration to the fact of our occupation th
when you are reaching your twentieth yvear in service. you are 1
longer employable, and the city examines you and finds you are un
and you are retired: and our experience is that there is nowhere el
we can go and get a job.

On that basis, please don’t put us in social security and tempt tl
administration or any governor of the State of New York to tal
our pension systems away from us, because our probationary firem
for 6 months are not covered and therefore they would have nothir
to sav about whether they would go in or would not go in under th
legislation.

Our systems are a contractual obligation of the city of New Yor
and for those firemen outside of the city it is a contractual obligatic
on the part of the State of New York. We cannot go broke while tl
State of New York is a solvent corporation.

Gentlemen. I submit that is our request, and I thank you for tl
privilege of appearing here.

The (CHAIRMAN. We thank yvou very much for your appearanc
Mr. Crane.

Mr. Crane. Thank you.

The CrairMaN. Aftention has been called to the fact that M
Lukens. of Middletown. Ohio, is here and desires to testify.

You may proceed, Mr. Lukens.
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STATEMENT OF ROBERT M. LUKENS, PRESIDENT, ASSOCIATION OF
OHIO FIRE FIGHTERS, MIDDLETOWN, OHIO

Mr. Lukexs. Mr. Chairman, I am Robert M. Lukens, of the Middle-
town, Ohio, Fire Department, and president of the .\ssociation of Ohio
Fire Fighters, with approximately 5,000 members in Ohio, and af-
‘tiliated with the A. F. of L. and the International Fire Fighters
Association.  And by the way, Senator, our State has 733 locals, and
probably 55 of them are in that range class from 10,000 to approxi-
mately 50,000.

Senator IXERR. What percentage of your 5,000 members would you
~ay are in those communities ?

Mr. Lukexs. I would say 60 percent.

Senator KErr. Are in those communities’

Mr. Lokexs. Yes, sir.

Senator Kerr. Now, are they under a State plan?

Mr. LuKENns., Yes,sir.  We passed it 4 years ago.

We have had a pension in OHli() since 1880, and we have constantly
~triven, by action before the State legislature and our city oflicials,
to make that a sound financial pension system.

Senator Kerr. Do they not do that, at least in part, by annual or
biennial appropriations by the State legislature?

Mr. Lukens. No, sir. We have a State law that the State shall
contribute one-tenth of a mill to each municipality for their pension
~purposes.  That is set up in a fund of %1,600,000, which does have
‘to be appropriated for that purpose at every session of the legisla-

Sture, every 2 years.

Senator Kerr. But they are appropriating out of a fund which is
areated from the proceeds of this tax®

| Mr. Lukess. That 1s right.

Senator Kerr. Can you tell the committee generally if the aver-
age of the States have similar programs, or if they are dependent on
Just appropriations by the legislature from general funds!

Mr. Luxkeys. I couldn’t answer that. I think probably Mr. Rich-
ardson could answer the question. But I am only familiar with
Ohio.  Our municipalities there pay three-tenths of a mill, and we as
mdividuals pay 4 percent of our salaries.

Senator MyERs. Four percent !

Mr. Lukens. Four percent in Ohio.  And our cities in this bracket
from 10 to 50 thousand—of which 1 live in one of 40,000—are today
fast approaching an actuarially sound pension ~ystem on this set-up.
It is working out fine. and we are building better fire departments,
because of our good pension system. In other words, it is an attrac-
tive profession today for a man.  He comes into the department, and
he knows that his widow, his orphan. is going to be protected 1f he
gines his life in fighting fire and saving people.

Now, if yvou put us under social security, we are not voing to be
able to attract the type of men into the department that are needed.

Senator Myers. Does that State law embrace those employees in
municipalities of 10 to 50 thousand?

Mr. Luxexs. Ours is all-embracing.  If vou have two or more paid
firemen in your municipality, vou must set up a pension system,.

Scnator Myers. Regardless of the population?
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Mr. Lukens. That is right. If you have less than two paid fire-

men, you don’t have to do that. But if you have two firemen, you
have to set it up.

We are attracting the highest type of men, and if we go into social
security and lose this pension system, which we eventually will, we
are going back 50 years to the day when a man came on the fire de-
partment because he couldn’t get. any other job and he was satisfied
to come there and sit in the stations. Today fire fighting is a career.

J}n(l the pensions, more than anything else, have helped to make it
that.

I am going to leave thic paper with you. And 5,000 firemen in
%llioo will ask yvou to please exclude us from the provisions of H. R.
6000.

Thank you.

The CiairMaN. Thank you very much, Mr. Lukens.

You may leave the document with the reporter.

(The prepared statement follows:)

REPORT oF R. M. LUKENS, M1pDLE TOWN, OHIO, TO SENATE FINANCE COMMITTEE O\
FEBRUARY 20, 1950

I am Robert M. Lukens, of the Middletown, Ohio, Fire Department, and presi-
dent of the Association of Ohio Fire Fighters, representing 5.000 firemen in Ohio.

In Ohio we have had a pension system since 1880, and through working with the
State legislature and city officials we have, in Ohio, a financially sound pension
system. The State contributes one-tenth of a mill, the city three-tenths of a mill,
and the fireman 4 percent of his salary. In 1945 the Governor of Ohiov set up a
pension study commission, and one of the recominendations of this committee was
that firemen be permitted to retire at 52 years of :age and after 23 years of service.
Thus recognizing that an old-age fire department was a linbility to a city.

Under social security the disability benefits will not protect firemen and their
families. Firemen will not enter burning buildings and do dangerous work unless
they know their families will be protected in case of injury or death.

Higher type men are being attracted to the fire service today by our pension
systems. Inclusion of firemen in social security will definitely lower the type of
men we are now getting into the fire service, and the efficiency that has been built
up in those cities will be lost.

The State of QOhio and the cities in Qhio are contributing the maximum amount
they are able to contribute to our pensions. To add the additional cost of social
security would be a further burden, and unless the IFederal Government gives
them financial aid cuts in salaries probably would be made to pay the cost of
social security.

Five thousund firemen in Ohio ask you for total exclusion from H. R. vomm

The CrHalRMAN. This concludes the hearing today.

We have no witnesses assigned for tomorrow. .

The following day is a semiholiday or legal holiday. and so we will
not sit again until Thursday morning.

We will meet then at 10 o’clock.

Thank you very much. .

(Thereupon, at 12:25 p. m., the committee recessed, to reconvene
Thursday, February 23, 1950, at 10 a. m.)
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THURSDAY, FEBRUARY 23, 1950
UxNtrep STares SENATE,
CommirTree oN FINANCE,

Washington, D. C.

The committee met at 10 a. m., pursuant to recess, in room 312, Sen-
ate Office Building, Senator Walter IF. George (chairman), presiding.

Present : Senators George, Byrd, Hoey, Kerr, Millikin, Taft, and
Butler.

Al~o present: Mrs., Elizabeth B. Springer, chief clerk, and F. F.
Fauri, ﬂegislatiw Reference Service, Library of Congress.

The Cnamman. The committee will please come to order.

Is Mr. Donnelly present! Mr. James L. Donnelly, executive vice
president of the Iﬁinois Manufacturers’ Association?  Since he is not
present we will insert his statement at this point in the record.

( The statement is as follows:)

NEAVUEMENT SUBMITTED BY 1HE TLLINOIS MANUFACTURERS' ASSOCIATION,
C'HICAGO, DL,

The above measure has passed the House of Representatives of the Federal
Congress and is now pending consideration befere the Senate Finance Committee.
The measure proposes to extend the old-age and survivors' insurance coverage
to approxXimately 11,000,000 persons not now covered, as well as to make sub-
~tantial extensions in the benefit payments.

The Illinois Manufacturers’ Association submits that the changes contemplated
by H. R. 6000 will not contribute to the establishment of a sound social security
procram for the American people. H. R. 6000 agoravates many of the basic
faws in the existing Federal old-age benefits prograun,

The Illinois Manufacturers’ Association also submits that at the outset of
any consideration of major changes in the Federal Social Security Act, the
experience with the existing act should be carefully reviewed.

The Federal social security program has not diminished the dollar need for
njhvr tvpes of publie aid. On the contrary, both Federal and State appropria-
Hons for such purposes have increased at the same time the social security
tines and benelits have increased.

Public expenditures for various types of relief :ids have increased at a time
When employment and economic activity have been at high levels.

There has never been a confession of existing liability under the act on the

bart of the Social Security Administrator. The extent of the actual liabilities
already incurred by the Government under the eNisting program hias never
teen revealed. The wisdom of ascertaining the extent of present and potential
Inancial obligations of the Federal Government under the existing program, as a
condition precedent to the assumption of new financial oblizations hy the Ied-
tral Government, is obvious.
. odial security taxes ave not regarded as the equivalent of insurance premiums.
Fhe commitment by the Government to pay benefits to the worker is changed
it tl'w will of one party. I’remiums, benefits, coverage, and resources are shift-
ll".’:‘I:u-tul\ over which the taxpayer hax little or no contro.

Fhe program tends to subsidize the least productive workers at the expense
of the more productive workers.

1181
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Some persons receive henefits from the old-age and survivor's insurance sys
tem even though they have paid no premiums,  Others who have paid premiun.
discover they have no c¢ash surrender value: and for them or their heirs !,
policy may never mature. Persons payving identical taxes may secure different
benefitx.

Nince the systemn ix based on compulsion and the investinents are always i)
nonproductive enterprises, the normal economic controls for efficient manave
ment are lacking.

Political factors tend to encourase the belief that the syvstem is morally o
financially sound, and that it will provide greater benefits than could be achieve
under noncompulsory coverage,

In view of the inadequacies in many of the basie provisions of the existin,
social security prograt, it secins entirely clear that major changes should nol
be made in the program until Congress has determined whether the program o
now constituted is, in fact, caleulated to provide a sound public aid and retire
ment systein for the Awmcerican people, and hias made recommendations regard
ing such changes in said program as the congressional inquiry may indicate u
be necessary.

The Ilinois Manufacturers’ Asxociation accordinzgly recommends that Con
gress defer action on H. R. 6000 pending a thorough congressional inquiry nn
the problem of social security. The associaticn submits that such congressiona
inquiry <hould include a study of the following factors:

(1) The extent of the financial oblization which has been incurred by th
Feder:il Government under the existing Federal social security programn

(2) A determination of the dependability of the payment of benefits
the American people promiserd by the social security program.

(3) The relationship of the social sccurity program to other forms of publn
assixtiance —Federal, State, and local.

(4) The use of the funds collected under the social security progrim
the IYederal Government.

(5) The relationship between the benetits received and the taxes paid Iy
the various claxses of beneficiaries under the social security program.

(6) The influence. present and potential, of the social xecurity progran
upon our Americian economy.

(7) The extent to which political expediencey, instead of sound financ
considerations and the ultimate welfare of the beneficiaries, has influence
the development of the social security program,

(N) An investigation of the manner in which the social security progran
ix being administered. .

In event, notwithstanding the representations of the Illinois Manufacturers
Axvociation, Congress elects to proceed with the consideration of H. R. 6o
before making the proposed inquiry, the committee submits the following recom
mendations in relation to certain specific provisions of <aid proposal:

(1) The inclusien ot the provision for the payment of benefits to individual
who have been permanently and totally disabled <hould be opposed.

Permanent and total di<ability is a specialized form of coverage whicl
hax no relationship to the problem of benefits for aged persons. The prob
lem of permanent and total disability insurance i~ not national in scope.

Funds for permanent and total disability benefits provided by this progrn
must come from pay-roll taxes in the States. There is no sound reason fo
collecting and dispen<ing this tax on a Federal level.

The proposal to collect pay-roll taxes for old-aze and survivors' insurance
and then divert those taxes to pay “permanent and total disability” benefit
ix wrong in principle,

(2) The new definition of “employment.” which includes all types of worker:
irrespective of their status or need for coverage. is too broad and should v
eliminated.

The proposal to enlarge the definition of employment to include nev
groups of individuals, when the soundness of the existing system is oper
to question, is unwise, )

(3) The proposed definition of “employee” is objectionable.

The bill, after enumerating new classes of employees to be covered by the
act. establishes “seven combined tests” for determining what additions
classes of workers might be defined as employees and brought under tlv
provisions of the act. These tests, which, it is submitted give unnecessit
discretion to the Social Security Avency, are: (a) Control over the individ
ual, (b) permanency of the relationship., (e) regularity and frequency ©
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performance of the service, (d) integration of the individual's work in the
business to which he renders services, (¢) lack of skill required of the
individual, (f) lack of investment by the individual,

{4) The proposed change in the maximum wages to be taxed from the present
£3.000 to a new maximum of $3,600, is objectionable. This plan contemplates
an increase in the tax burden upon the individuals involved without a corre-
sponding increase in benetfits,

A new, higher taxable wage baxe of $3,600 in place of the present X3.000
haxe would mean a hidden tax increase on top of another admitted tax-
rate increase for old-age and survivors' insurance. ‘The basie level ol
benefits neither requires nor should it place a greater hurden on one wage
carner than another, unless comparable benetits are assured. The confliet
of this proposed wage base with unemployment compensation and private
retirement plans involves serious difficultiex which should he avoided.

(5) The tax rates contemplated by the existing law are adequate and should
not he increased,

The original tax I.lt(' of 1 percent each on employer and emplovee for
ul(l -age and sarvivors' insurance was increased to 11, percent on January

. 1450, The existing law provides that the rate be increased to 2 percent
un the employer and employ e on January 1, 1852, This 100-percent increase
in tax revenue is adequate for the foreseeable future. The proposal in
H. RR. G000 to raise the rates on both the employer and employee to 2 percent
for 1951-549, 21, percent for 1960-6G4, 3 percent for 196569, and 31 percent
thereafter is based upon an unrealistic and unsound estimate of the future
cost of the old-age and survivors' insurance program,

() The act should not be extended to include Puerto Rico and the Virgin
Islands,

The system as conceived, financed, and administered ix designed for the
economy of continental United NStates and not for nonindustrial economies,
Puerto Rico and the Virgin Islands have a low standard of living compared
to the 4S8 States.  Inm many cases, the problem of the individual would be to
carn enough in wages to gqualify for old-aze henelits, The proposed minimum
benefits would cuarantee a disproportionately larce proportion of the normal
wage, Thisx would improperly divert funds to those nonindustrial arcas

(7) The proposed method of determining the averaze monthly wage is un-
desirable.

The present method of determining said wage is more realistie than is
the proposed method in relation to the contributions which are made to the
national production by each covered worker and should b retained.

The present formula is direct, and easily understood, The new formula
15 involved and difficult.

(S The proposed changes in the Tump-sum death-benefit provision of the act
are unreasenable and inconsistent with the purported purpose of the act

Luamp-sum death benefits, equaling six times the worker's primary monthly
bhenefit amount, are now paid only when no survivor of the deceaxed ix imme-
diately eligible for monthly benefits. The proposal in H. R. 6000 to pay
lump-sum death benefits equaling three times the primary-bhenefit amount,
irrespective of the pavient of monthly benefits to a survivor of the worker,
projects the Federal Government into the field of burial insurance and repre-
sents an unreasonable extension of the coverage of the act.

(1) Public assistance should be the responsibility of State government. Fed-
el participation, supervision, and direction of such services should bhe
dircontinued.

When enacted, the Social Security Act, and particularly the old-age and
survivors insurance program, was intended to eventually supplant direct
types of State public aid. The act has not accomplished its original purpose
in this regard.

Public-aid programs are essentially local in character. They do not con-
stitute a national problem or require handline on a national scale. The
Federal Government should withdraw from this field.

Respectfully submitted.
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JAMES L. DoONNELLY,
Erccutive Viece President, Illinois Manufacturcrs' Association,

The Cuamrmax. T will call the only other witness listed for this
morning, Mr. Carl K. Schmidt. Jr.. executive secretary of the Illinois
Pullic -\ld Commission.
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STATEMENT OF CARL K. SCHMIDT, JR.,, EXECUTIVE SECRETARY,
ILLINOIS PUBLIC AID COMMISSION, CHICAGO, ILL.

Mr. Scamior. T am here, Mr. Chairman.

The Crarman. Will you come around. Mr. Schmidt ?

There were two or three other witnesses listed for the morning, from
the NAM, and the clerk advises me that the principal witness, who wa.
expected to give us a rather full review of the bill, has canceled his
(ngagement for some reason. So you seem to be the only witnes
present this morning.  Will you identify yourself, please, sir, for the
record ?

Mr. Scusmior, My name is Carl K. Schmidt, Jr. T am executive
secretary of the Illinois Public Aid Commission,

Senator MiLnikiN. What is the Tllinois Public Aid Commission

Mr. Scimipr. The IMhnois Public Aid Commission administer-
directly the old-age-assistance, aid-to-dependent-children, and blind-
assistance programs in Illinois, and supervises the administration of
general assistance through some 1,455 local governmental units.  Of
these it supervises directly the ones which receive State relief funds.

The CrairyMan. We will be glad to hear yvou on this bill.

Mr. Scayipr. Mr. Chairman and members of the committee, at the
present time there are about 342,000 persons receiving assistance in
one form or another in the State of Illinois, and the cost is running
somewhere between %11.500,000 and %12,000000 a month. In the
summer of 1945 the number of persons reached a low point and ha-
been increasing steadily since that time, with scasonal changes.

In considering the problem of dependency. I feel very strongly that
the primary responsibility for obtaining security against the risks of
present-day living rests with the individual, his own energy, his own
iitiative, and his own resourcefulness. However, in the American
economy and society of the present day aud the foreseeable future
there are large numbers of the population who may. for reasons mostl
beyond their control. be deprivetg of income sufficient for a livelithood
consistent with decency and health at American standards.

I consider these major risks as loss of employment in times of busi.
ness decline or readjustment: loss of employment due to sickness, «is-
ability in old age, or other handicap: the possibility of voluntary sav-
ings being inadequate to meet the costs of necessary medical care. or
the basic maintenance requirements of the individual and his depend-
ents upon his retirement or death: and the inability of some indi-
viduals, because of various physical, mental, or personal limitations.
to provide an adequate ]ivelilhood for themselves and their dependents
or to ~olve 1n a manner acceptable to society the personal and social
problems with which they are confronted.

The general welfare requires that the whole society, through the
instrumentality of government, provide for preventing dependenc).
destitution, and social maladjustment due to these causes, and that it
alleviate such destitution, dependency, and social maladjustment
whenever and wherever it cannot be prevented.

Responsibility for preventing and alleviating dependency. destitu-
tion, and social maladjustment, and promoting the general welfure
is of concern to the National Government as well as to State and local
governments. The United States is a nation as well as a federation
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of diverse States and of localities of citizens with their local govern-
ments, local needs, standards, and philosophies.

It is fundamental, therefore, that the Federal, State, and local gov-
ernments participate jointly in meeting present-day welfare problems
and in assisting the average American citizen in safeguarding himself
against the economic and social risks that confront him. The distribu-
tion of responsibility among the various levels of government, how-
ever, shoulg be subject to adjustment in the light of experience and in
the light of changing conditions in the economy.

With regard to insurance provisions, a broad principle might be
stated as follows: That the economic risk of income losses due to
unemployment in old age, should be pooled through a system or
systems of contributions by employees and employers; that such system
or ~ystems should be self-supporting; that the benefits thus estab-
lished should be made available to all qualified individuals as matter
of right, without personal investigation or subjection to a “means
test”; that so far as they can be financed through the contributions
received the benefit rates should be established at a level sufficient to
meet average needs in the contingency; that such system or systems
should be compulsory both for the protection of the individual and
the whole society; and that such system or systems should properly
constitute the primary provision against dependency.

The present Federal Social Security Act and also H. R. 6000 fall
short of carrying out this principle. Large numbers of the population
who are most in need of protection against income losses are not
covered, in particular: Agricultural workers, all domestics, taxi
drivers, and other groups whose incomes generally fall in the lower
brackets. Failure to include these groups accounts in large measure
for the size of the public assistance load in Stutes which have a large
rural population.

Senator MiLLIKIN. Mr. Chairman, may I interrupt, please?

The CHAIRMAN. Yes.

Senator MiLLIkIN. I think it has been the experience of the members
of this committee that we have had remarkably few requests from farm
workers and domestic workers to be covered by this system. Qur mail
1x usually a pretty good barometer of what people are thinking. How
do you account for that?

Now, of course, some of the farm organizations have come out.
There is not any particular smoke or steam coming out of their shoes
as they rush here to tell us about it. But as far as the grass-roots
expression, the desire to be covered by farm workers or domestics, is
concerned, I believe I am safe in saying that the members of the com-
rfnitta;e hs?lve had very, very little correspondence. How do you account

or that?

Mr. Scumint. I don’t think I can account for that, Senator. I don’t
know why they haven’t come forth and made their wishes known, if
| theyv have wishes, in this direction.

Senator Kerr. Is it possible that they do not have the knowledge
that the opportunity is available to them to make such wishes known ¢

Mr. Scumipr. I have heard that stated. And when you ask, “Is it
Possible 2”—1 would say it is possible. It may be probable.

. Continuing: Admittedly, inclusion of these groups presents admin-
istrative difficulties, but the principle of compulsory social insurance
categorically assumes universal coverage, with no exceptions. If it

60805—50—pt. 3——B8
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is valid to compel some groups to contribute toward the contingency
of dependency, it is valid to compel all other groups to contribute
toward the same contingency.

It is recommended that all groups now excluded should be included,
especially agricultural workers, farmers, and domestics not covered
by the present bill.

The Caammax. Do you think all self-employed should be compelled
to come into the system? Have you thought of that yet ?

Mr. ScaMipT. Yes; I have thought of it.

The CrarrMaN. And have you any comments to make on it? T am
speaking now of the self-employed.

Mr. Scamior. I admit the administrative difficulties of administer-
ing a program covering the self-employed, but I think that they can
be worked out, and that if they can they should be covered.

Senator MiLLikIN. What is your philosophical basis for that, keep-
ing in mind that we are setting up a system to take care of the worker;
on the theory that the worker, for the reasons you have stated, is not
able to protect himself under all of the contingencies of modern indus-
trial liFe. Bring yourself over, now, to the xelf-employed. and give
us vour philosophy as to that.

Mr. Scumipr. It is my feeling that the self-employed person falls
much into the same category as the worker; that he bears the same
risk of going out of business or not making enough to provide him-
self with savings to take care of himself in his old age. And to the
extent that that is true, with these many self-employed people—we
have in Illinois 130,000 persons on old-age assistance. When we have
a group of persons that large. many of whom have been self-emploved
persons in the past. who have not saved enough money to take care
of themselves, or who felt that they could not and still maintain their
standard of living that they thought they should have——

Senator MILLIKIN. You have said soniething very interesting.
What percentage of the persons on public assistance in Illinois were
formerly self-employed?

Mr. Scumipt. That percentage T don’t have before me.

Senator MILLIKIN. gan you get it?

Mr. Scumipr. Not readily.

Senator MiLLikiIN. I think we should have dependable figures on
that, Senator.

Senator Kerr. I think it would be most interesting if we could have
a tabulation showing the relative comparative percentage of those
now on assistance rolls who were formerly self-employed. as related
to those on the assistance rolls who were formerly workers.

Senator MiLLIKIN. I think it goes to the heart of it, Senator.

Mr. Scaymipr. I think it would provide a very cood bit of informa-
tion for you, if you had that.

Senator MiLLirIN. Will you try to get it for us?

Mr. Scumipt. Yes, sir; I will. .

(The information follows at this point:)

We do not have currently available first-hand information concerning persons
now receiving old-age assistance in Illinoix who were formerly self-employed.
but we are now making such a study in cooperation with the Federal Bureual
of Public Assistance and the Federal Bureau of Old-Age and Survivors Insur-
ance. On my earlier point on the importance of including agricultural workers.
I should like to add that as of August 1944, about 12 percent of our old-age

rolls in Illinois were formerly agricultural workers. At that time there were
15,750 former agricultural workers on our rolls then totaling 125,850.



nm

ve
~e

ed

HE

me

il
ur-
TS,
1£¢
ere

SOCIAL SECURITY REVISION 1187

Mr. Scumipr. Assuming that those persons, the self-employed,
have the same type of risks, then I think they, too, should be included
in the pension program.

With regard to the assistance provisions, a broad principle might be
stated as follows: That the Federal Government should assist the
States and localities in providing financial assistance and welfare
services to individuals and families who are unable to supply them-
selves with a decent livelihood or who need aid in solving in a manner
acceptable to the society, personal and social problems with which
they are confronted; that the need for such assistance and services
should be prevented or reduced wherever possible by persistent atten-
tion to the development of wider economic opportunities and facilities
for fostering the improvement of individual and family life; that
primary responsibility for administering and establishing standards
for these services should rest with the States and localities.

The present Social Security Act and also H. R. 6000 fall short of
carrying out this principle.

(a) The present act provides only for needy dependent children, the
blind and the aged, and for limited appropriations for grants-in-aid
to child welfare services, services to crippled children, and maternal
and child health. It does not provide at all for other groups of needy
persons. H. R. 6000 meets this deficiency by proposing only a very
limited and administratively difficult grant-in-aid program for assist-
ance to the permanently and totally disabled. The administrative
and medical difficulties in determining whether or not a person is
permanently and totally disabled would be almost insurmountable.
Differences of opinion would undoubtedly arise among persons at-
tempting to administer such a category. however closely defined by
law plus Federal and State administrative regulation.  Experience
with physically or mentally incapacitated fathers in the present aid
to dependent children program éemonstrates beyond all doubt that
the medical profession itself encounters difficulty in determining
Incapacity, let alone the greater difficulties that may well be antici-
pated in determining total and permanent disability.

(6) Adequate meﬁical care when one is i1l is a basic human need.
Furthermore, illness, especially long-term and chronic disease, is one
of the primary causes of dependency. The present law makes no
special provision for medical care extended by the States to the need
aged, the blind. or dependent children. Furthermore, it prohibits
Federal matching of any grants made direct to any source OF medical
care or to persons receiving care in public institutions. H. R. 6000
stipulates that Federal grants-in-aid may be made to the States to
grovide for medical assistance to needy persons recognized under the

ederal grant-in-aid program, provided that the cost of this assistance
can be met within the ceilings contained in the bill. H. R. 6000 will
also permit matching of grants paid direct to vendors of medical care
and to patients in public institutions. However, these provisions are
largely negated by the fact that few States will find it possible to give
necessary care within the ceilings stipulated in the bill.

It is recommended that :

(a) Instead of the limited and administratively difficult new cate-
gory for the permanently and totally disabled, the bill should provide
for Federal grants-in-aid to the States for general assistance, defined



1188 SOCIAL SECURITY REVISION

as all needy Ixf)ersons not qualifying for assistance under other titles
of the act. the Congress feels that it cannot or is unwilling at this
time to provide grants-in-aid to this remaining group of needy persons
who are now supported entirely by the State and local governments,
the following compromise is recommended :

(1) The aid to dependent children program should be extended to
cover all needy minor children living in family homes. The Federal
contribution formula for aid to dependent children as thus extended
should be based on a ceiling of $50 each for the first two individuals
in the family and $20 for each additional individual.

This extension of aid to dependent children to include all needy
minor children will remove from the general assistance rolls all
family cases with children; it will carry out more adequately the
declared Federal interest in children expressed in both the aid to de-
pendent children and the child welfare titles of the Federal law; and
1t should assist in eliminating many of the difficulties now encountered
by the State in administering the aid-to-dependent-children program
which as now constituted places a premium on the broken home.

Senator MiLLIKIN. Mr. Chairman, might I ask the witness to sharpen
his testimony a little bit on the totally disabled, as to the catastrophic
illness ¢

What do you think should be done about that ?

Mr. Scunipr. This is in the public assistance section.

Senator MiLLIKIN. Perhaps I should lay a premise for what I am
asking you. As I understand it, organizations like the Blue Cross
and other organizations that are trying to take care of illness on a
voluntary contribution basis have difficulty in financing the catas-
trophic illness, the totally disabled, cases of that kind. Have you
given any thought to how that might be supplemented in any way!

Mr. Scummr. If these cases of the totally and permanently dis-
abled, as are now set up in H. R. 6000, were put into a program such as
is considered here, then they would be taken care of under that pro-

am. In our general-assistance program in Illinois, the persons
who are ill or disabled get full care, under our program. And pre-
sumably we would carry over the same basic philosophy with a new
category, which is recommended in H. R. 6000, for the permanently
and totally disabled, And I am recommending here that if Con-

ress does not extend this to the total general-assistance program,
%his limited group of totally and permanently disabled be expended to
take in those who are ill or disabled, rather than just the permanently
and totally disabled, which is a very difficult thing to determine.
When is a man permanently disabled, especially with the advances in
science that are going on all the time.

Senator MILLIKIN. You have two great holes that breach the wall.
You have the phony case, and you have the malingering case, which

ou have to watch out for.

Mr. Scammr. Right. Very definitely. .

Senator MILLIKIN. And they can throw almost any system by the
heels unless you do watch out for them. ‘

Mr. Scamior. Right. We have a considerable difficulty in our aid-
to-dependent-children program in determining incafacity of the
father. And the medical people themselves disagree. It takes, many
times, several different consultations of different physicians in order

to agree on that.
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Senator MiLLikIN. I do not want to take too much time, but I would
like to ask again whether you have given any thought to how the efforts
of these private organizations, such as Blue Cross, might be supple-
mented 1n the field of total disability and long chronic illness. Have
you given any thought to that{ . .

Mr. Scamipr. You mean supplement the public assistance pro-

ams ¢
gTSenator MiLLikiN. No, supplement their efforts to take care of their
own people in those kinds of cases, which at the present time impose
too much of a burden on that system.

Mr. Scumipr. No, you evidently mean the disability insurance plan.
I don’t feel confident to comment in that sphere, Senator. I see what
you mean,

Senator Hoey. Could you make any estimate of how much the aver-
age cost would be of aid to dependent children under the program that,
you suggest, this $50 apiece, and so forth? . ‘

Mr. %CHMID’I‘. I don’t have it in front of me. I have it in Illinois.
I am sorry that I don’t have it with me.

Senator Hoex. Could you furnish it for the record?

Mr. ScuMipr. I could attempt to get it for you; yes, sir.

Senator Hoey. Thank you.

(The information is as follows:)

If aid to dependent children were extended to include all needy children
in family homes, and the Federal aid ceilings were raised to $50 each for the
first two individuals in the family, and $20 each for each additional individual,
and providing medical extra at $6 per adult and $3 per child, it is estimated
that annual expenditures in Illinois, under present standards and caseloads,
would total 54.6 million dollars, of which 40.9 million dollars, or 74.9 percent,
would represent Federal funds and 13.7 million dollars, or 2.1 percent, State
funds. Taking aid to dependent children coverage as is—which is the same as
proposed by H. R. 6000—but raising the Federal contribution to 50-50-20, with
medical extra at $6 per adult and $3 per child, annual expenditures totaling 32.9
million dollars would be distributed 23.9 million dollars Federal, or 74 percent,
and 8.4 million dollars. or 20 percent, State. The larger sum of 54.6 million
dollars involved in extension of coverage represents mainly cases with minor
children now cared for by general assistance agencies in Illinois.

At the present time Federal funds represent only 34 percent of aid to depend-
ent children costs in Illinois, as against this State's outlay of 66 percent.

In computing Federal-State proportions for matching under the proposed
50-50-20 ceilings, we have predicated the Federal share as follows: four-fifths
of the first $28; one-half of the next $11; one-third of the next $11. This is
the Hx:llmeﬁp(tigportion as the Federal matching of the 27-27-18 ceilings proposed
in H, R. 6000.

Senator BurLer. Mr. Schmidt, in your statement, before you com-
Plete it, do you give any statistics as to the number of dependent
children in your area, say, this last year?

Mr. Scumipr. We have 26,000 cases, Senator, families.

Senator ButLer. Does your statement show how that has Increased,
say, over the last 10 years?

Mr. Scamipr. I can give it to you over the last year, but not over
the last 10 years. You see, our program started in 1941.

Senator Butier. Could you supply the figures, over that period ¢

Mr. Scu»ipr. Certainly.

The CuarMaN. From 1941 up to the present time$

Mr. Scumipr. Yes.
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(The material is as follows:)

Mothers’ pension and aid to dependent children in Illinois

Average monthly Average monthly
Calendar year: number of cases | Cglendar year: number of cases
1941 _ o __ '8, 688 146 _ . 21, 565
142 122 894 1047 e 22,476
1943 ___ 25, 684 1948 . 22, 029
194 _ _ . 21, 092 1949 . 25, 000
1945 o __.. 19, 794

1 Includes the county-State administered mothers’ pension program and State-Federal
administered aid to dependent children program. The final payments under the mothers’
pension program were made in August 1942.

Senator MiLLikIN. Senator Butler, would you mind if I suggested
that he also give us an estimate of the increase in population during
the same period ¢

Mr. Scumint. Total population, Senator? Or those under 16?7

Senator MirLikix. Total population. If you have the other, that
would be useful. too.

(The information is as follows:)

Mothers' pension and aid to dependent children in Illinois

Recipients Recipient rates
Estimat.ed

Calendar year &ogru}?]tlmr; Average Average Per 1,000

of each gar' monthly monthly Per 1,000 children

y number of number of | population under 18

persons children years

1041 e em——aaaa 7, 943, 608 228,117 119,429 4 9
1042 . . 7. 904, 164 273 524 251,782 9 24
1043 . e eaaan 7. 593, 255 84, 330 58, 646 11 2
1044 e eeeeaaaaa. 7. 630, 000 70, 820 49, 728 9 23
1045 . e ieaeciaeaaa 7,721,000 67, 257 47, 463 9 2
1046 o e eeans 8, 028, 453 73,194 52,614 9 24
) L 8 221, 000 77, 489 35, 704 9 24
1048 . e ecemececenaea 8, 348, 000 77,318 55, 884 9 24
1049 e 8, 449, 000 88, 331 63, 547 10 y1)

1 Published by Illinois Department of Public Health, Division of Vital Statistics, based on population
estimates of the U. 8. Bureau of the Census.
1 Includes the county-State administered mothers’ pension program and State-Federal administered aid
to dependent children program. The final payments under the mothers’ pension program were made in

August 1942,

Senator BuTLER. Does the dependent-children program work ra-

ther directly under your supervision?
Mr. Scumipr. We administer it directly through the 102 county

offices.

Senator BuTtLer. Do vou have any trouble like what was reported
from my own home town of Omaha, where you turn over the aid to
the parents and it is not used for the purpose for which 1t was

intended /

Mr. Scumint. Well, we have cases, there, wherg it is alleged that
the mother will spend the money for things for which it has not been

granted.

We do have cases like that.

Senator BuTLEr. In such cases, do vou continue to deliver the fund

in toto per month to the parent or parents/ .
We find out for what they have spent their

money, and if it is a reasonable expenditure within the budget, if it
happens to be an emergency that would have been considered in the

Mr. SciMminr. No.
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budget, it would be permitted. If it isn’t, then we feel that that is
evidence in itself that the funds for the necessities of life which have
been provided to them were greater than necessary.

Senator BUTLER. Are they dropped, then, from the rolls?

Mr. Scumior. It depends upon Yuow flagrant the case is. Usually
it would be a case of a deduction in grant and not of dropping from
the rolls.

Senator BuTLer. In the case of medical care, you make payments
direct to the vendor?

Mr. Scumipt. We do for hospitalization; and for physicians’ care
we pay as much as we can in the grant, in order to get the Federal
matching.

Senator BurLer. You do not follow that plan at all in aid to de-
pendent children?

Mr. Scumivr. If we can put it into the grant. we do get the match-
ing, but in Illinois we do not follow the $27 and $18 matching. We
have what we call no maximum on the grant, but we do have a budget
ceiling, the standard budget for the State.

The CuairmaN. All right. You may proceed, Mr. Schmidt.

Mr. ScuMmipr. Thank you.

At present, care 1s offered for the child whose father is dead, de-
serted, or incapacitated, but not a needy child whose father is at home
but. for reasons beyond his control. is unemployed or unable to earn
enough to provide his family with a decent livelihood.

The upward adjustment in contribution rates is recommended be-
cause we agree with the Advisory Council to the Senate Committee
on Finance that one or two person’s family cases should have the same
level of assistance as do the aged and the blind.

(2) Provision should be made for Federal grants-in-aid to the
disabled, defined as an individual who is either temporarily or per-
manently unable to support himself at a decent level by reason of any
medically demonstrable illness, injury. or other impairment and who
i1s without other resources for a decent livelihood. This will remove
from the general assistance rolls a second group, leaving for general
assistance only able-bodied adults who are unemployed or under-
employed.

(6) Provision should be made for reasonable Federal contributions
toward the costs of medical eare for public assistance recipients by
providing that up to a maximum of $6 per month per adult recipient
averaged for the entire number of adults receiving assistance, and up
to a maximum of $3 per month per child averaged for the total num-
ber of children recelving assistance, the Federal Government will
meet one-half of State expenditures. ,

That completes my testimony, and T appreciate the opportunity of
appearing before you.

The CHAaRMAN. We were very glad to have vou, sir.

Are there any questions?

Senator MiLLikiN. T would like to ask the witness:

Do you carry your matching down to the county level! Your
matching of Federal funds?

Mr. Scumipr. Each case is matched on Federal funds, but the coun-
ty level does not provide local funds.

Senator MiLLigiN. It is all State?

Mr. Scumipr. It is all State and Federal.
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Senator MrLLIKIN. I see. What percentage of your revenues in
Illinois is devoted to welfare?

Mr. Scuminr. Approximately 20 percent.

Senator MuuigiN. I mean your State revenues.

Mr. Scamipt. Right. We have a $265,000,000 biennium budget,
which 1s approximately 20 percent of the total.

The CuamrmaN. Thank you very much, Mr. Schmidt, for your
appearance.

The other witnesses who were scheduled for today are not here,
and we have no one else, then, to hear this morning.

The committee will recess until tomorrow morning at 10 o’clock.

(-\t the request of Senator Millikin, the following letter is inserted
in the record :)

HoUSE OF REPRESENTATIVES,
Washington, D. C., February 28, 1950.
Hon. EUGENE D. MILLIKIXN,
United States Senate, Washington, D. C.

DEeEAR NENATOR MILLIKIN : In further reply to your letter of February 8, I am
glad to provide you with a statement on the so-called gross income tax that
has been the principal source of revenue in the Territory of Hawaii for 15 years.

I nm indebted to the Legislative Reference Bureau of the Territory of Hawaii
for this information, and therefore am certain that it is up to date and authentic.

“Hawaii's general excise (gross income) tax is a comprehensive turn-over
tax levied un virtually all sales of goods and services in the Territory. Origi-
nally enacted in 1935, the general excise tax is the chief source of Territorial
revenue in Hawaii. During the fiscal year ended June 30, 1949, it yielded $26.-
152,000, approximately 40 percent of all Territorial tax collections. The gener:l
excise is buttressed by two auxiliary taxes, designed to minimize avoidance
of the general excise: (i) a consumption tax, similar to the use taxes imposed
by several mainland States: (ii) a compensating tax levied on purchases made
through sales representatives and manufacturers' agents. Personal compensa-
tion is not taxed under the genral excise, but rather under separate Territorial
taxes—a net incomne tax and a compensation-dividends tax.

“A. Tar base and legal incidence.—The general excise tax is levied on the gross
receipts of persxons licensed under this tax law to'do business in Hawaii. .\l
such receipts, except for those of persons or firms specially exempted, are tax-
able. In the case of taxpayers engaged in overseas trade, such as sugar or pine-
apple firms, the value of shipments prior to their entrance into foreign or inter-
state commerce is taken as the tax base.

“Legally, the general excise is a tax imposed upon the vendor for the privileue
of engaging in business in the Territory. No explicit provision for passing the
tax on to purchasers is made by law, but vendors are prohibited from holding out
to the public that the tax is not included in the price of goods offered for sule.

“B. Exremptions.—Persons and firms exempted from the general excise are
limited to the following: Banks, public utilities, insurance companies (all sub-
ject to special taxes in lieu of the general excise) :; fraternal benefit societivs;
associations operated exclusively for religious, charitable, scientific, or educa-
tional purposes; business leagues, chambers of commerce, boards of trades, ete.,
if not operated for profit: hosiptals; nonprofit cemetery associations; agricul-
tural cooperative associations; building and loan associations; and lepers con-
fined to the hospital settlement at Kalawao. In addition, persons with impaired
sight are granted special exemptions of $2,000 per annum.

“C. Rates.—
Percent
1. Manufacturing and producing of agricultural commodities (eXxcept pine
apple and sugar products)
2, Wholesaling _ _ - e ]W
8. Canning and sugar processing_._ _____ - 21s
4. Retailing and all other types of business not otherwise specified_.______ 2l
5. Blind vendors_ - e 1

“D. Adminigtration.—The general excise tax is administered by the Territorial
Office of the Tax Commissioner. Persons engaging in business are required
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to obtain a license, paying a yearly fee of $1. Reports of taxable sales and re-
mittances of tax due are made monthly, and a reconciliation form filed annually.

“E. Allocation of revenues.—Forty percent of all the general excise, compensat-
ing, and consumption taxes which are collected at the rate of 2% percent ure
allocated among the counties of the Territory in the following proportion: City
and county of Honolulu, 55 percent; county of Hawaii, 20 percent; county of
Maui, 15 percent; county of Kauai, 10 percent. In the calendar year 1949, the
total amount of general excise taxes shared among the counties was $8,420,000.

“F. Auziliary tazes.— (1) Consumption tax: To prevent avoidance of the gen-
erial excise tax by direct purchase from out-of-Territory sources, a tax of 214
percent is imposed upon goods brought into the Territory for consumption or
other use, unless such property is taxed under the general excise tax or com-
pensating tax law,

“(2) Compensating tax: A compensating tax is imposed upon purchases of
commodities through purchasing agents, manufacturers’ representatives, or
other intermediaries who are not licensed under the general excise tax. If the
purchased is licensed to sell at retail and has purchased the commodity for that
purpose, the rate of the tax is 1 percent. In all other cases, the tax is 214 per-
cent of the purchase price.”

I appreciate very sincerely your interest in the Territory of Hawaii.

Yours sincerely,
J. R. FarpriNaTON. Delegate from Hawatii.

(Whereupon, at 10:35 p. m., the committee recessed to reconvene
Friday, February 24, 1950, at 10 a. m.)
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FRIDAY, FEBRUARY 24, 1950

UNITED STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D. C.

The committee met at 10 a. m., pursuant to recess, in room 312,
Senate Office Building, Senator Walter F. George, chairman, pre-
siding.

Present: Senators George. Kerr, Myers, Millikin, Taft, Butler,
Brewster, and Martin.

Also present: Mrs. Elizabeth B. Springer, chief clerk, and F. F.
Fauri, Legislative Reference Service, Library of Congress.

The CHairMaN. The committee will pleace come to order.

Mr. Benson, I believe you are the first witness on the morning’s
list. You are the president of the National Association of Life
Underwriters?

STATEMENT OF JUDD C. BENSON, PRESIDENT, NATIONAL ASSOCIA-
TION OF LIFE UNDERWRITERS, NEW YORK, N. Y.

Mr. Bexsox. Correct, sir.

The Craimryan. While the committee has a general idea of what
you mean by the National Association of Life Underwriters, will you
please indicate to us the nature of the organization, if you do not
cover that in your statement ?

Mr. Bexsox. I believe we do not cover it.

The National Association of Life Underwriters is the agents' or
salesmen’s group, and our organization is constituted in this manner:
There are 565 local associations. distributed throughout the States,
Alaska. and Hawaii. and the National Association of Life Under-
writers is actually a federation of the local associations. Together
they comprise individual memberships that run about 50.000 to Hd.-
O00—about. 52.000 as of December 31 last year: that is, paid and of
good standing.

Senator MiLLikin. What are the categories of insurance men that
one finds in an average community?/ You have salesmen, and vou
have agents. '
~ Mr. Bexsox. Well. T think in our case the words *“salesmen” and
“agents” are synonymous, Senator. The usual set-up in ordinary
Isurance in a city involves a manager or general agent. who has
agents or salesmen working for him. Characteristically, in the in-
dustrial or weekly premium field. the men who operate those offices
are known as district agents and they have agents working for them.

Senator Mirrikix. I see. Let me ask you another question.
Maybe Senator George is groping for this same thing. There is a

1195
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definite underwriting function, where you make a contract and some-
boiily underwrites the contract

r. BensoN. That is true, Senator, I mean the home office does the
underwriting.

Senator MiLLikiN. Well, does this organization you are concerned
with do that type of underwriting?

Mr. BensoN. No,sir. We get t%e applications, and when you get to
the home office the medical department and the so-called underwriting
department underwrite them.

Senator MiLLIKIN. I see.

The CuairMan. We will be very glad to hear you, Mr. Benson.

Mr. Benson. If it is agreeable with the chairman and the members
of the committee, I do not believe it will be necessary for me to read the
prepared statement. If vou are willing, I would be glad to comment
extemporaneously and make some references to the statement. Is that
satisfactory, sir?

The Cuairman. Yes, sir; you may do so.

Mr. BeExson. I would like to refer back, if I may, to some statements
that have been made here, and I believe perhaps we can give the com-
mittee some information that might be interesting and helpful that I
do not believe has been supplied. I have read each statement that has
been submitted to the committee on H. R. 6000, and I will try not to
repeat, because I notice that there has been quite a lot of repetition.

I would like to indicate this one thing, that I think we are sort of
like the hired hand that has been sent out to try out a new combine.
Because our members deal each day with social security; that is, we
sit down at the dining-room table and explain it to the man who is
golng to get the benefits.

So the first point I would like to bring to you is how the thing ac-
tually works. And if I could leave nothing else with the committee, I
would like to impress upon you this point, namely, that the contribu-
tory structure of the Social Security Act is, in our opinion, a sound
structure basically. We agreed with the basic structure when it was
originally established. We agreed with it again in 1939. And I would
like to, as I said, emphasize the fact that the basic pay-roll tax struc-
ture is all right.

There have been, I have noted, some observations here that perhaps
the whole thing should be, as I think someone used the word, “junked,”’
and that we should start out on a new tack. Now, that upsets us quite
considerably, and I would like to point out why.

When we go out to talk to a prospect about selling a policy, the No. 1
thing we do 1s to explain to him in some detail, and map out for him,
just %mw his social security is going to work for him. And what we
sell is on top of the basic structure, and we sell the superstructure.

Well, during the last 13 years though, of course, I can’t give precise
figures, we have had 80,000,000 policyholders. Of course, all of those
people don’t carry enough insurance to have what we call an insur-
ance program; that is, an amount payable at death to take care of
expenses and an amount to take care of the wife while the children are
growing up. But I would like to offer you the conservative estimate,
as an opinion, that somewhere between 10 and 20 million people have
had their insurance programed. The basic thing in this programing
is social security. Now, if we were to junk social security, that would
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be the equivalent of lapsing what I believe was sgid to be here, $80,-
000,000,000 of insurance outstanding in survivors’ benefits. So per-
haps you can see that when we start talking about junking it, that
upsets us a little bit.

Senator MmLLikiN. Well now, when you gentlemen place before
your prospective customers these nice pictures of sitting and fishing
down in the Senator’s State at this time of the year, down at Sea Island
or some such place, it is very essential that you have this base of Fed-
eral social security in order to build up this amount which you sell,
the superstructure, to that fellow, so that he can go down there and
fish when he gets to the retirement age. Is that right?

Mr. Bexsox. Well, let’s put it this way, Senator. There are three
very good reasons why the passage of the original Social Security Act
helped private insurance as much as it hurt us. In the first place, the
fellow whom we visit perhaps didn’t want to talk to us about insur-
ance, before we went 1n and said to him, “Now, do you know how
much your social-insurance benefits are going to be?” And, of course,
he didn’t. And we said, “Wouldn’t you like to?” And he would.
So, the first thing we knew, we were 1n an interview with him; and
the first thing he knew, he ended up with some insurance. So at least
we got to talk with this fellow.

Senator MiLLIKIN. You got that superstructure, and I am heartily
in favor of it, along with this basic thing which helps the gentleman
retire and go down and bask in the sunshine where we all wish we were
at this moment. And you do not want that interfered with. You do
not want the Government to get up into that superstructure, because
if it did, that would put you out of business. Is that not right?

Mr. BeEnson. Senator, you have made my speech, as shown in our
filed statement opposing raising the wage base and adding disability.

I might say for the record, Mr. Chairman, that I didn’t write that
to Senator Millikin. I would like to make that perfectly clear.

Senator Kerr. Would you further say that he did not write to you
what you have already said ¢

Mr. BEnsoN. That i1s right.

But I think it is important that we lay down that fact that a lot
of people are depending on what the Government has said they are,
going to get.

Is that sufficient on that point?

The CHAIRMAN. Yes.

Mr. Bensox. Coming back to this combine that I mentioned, I came
from a farm out in Kansas, and I get back to these farming things.
I think it is kind of like a combine. We think that the combine
shouldn’t be thrown away, but perhaps it could be fixed up a little
bit. For instance, we would like to have a bigger motor in there to
carry a little bit bigger load; which means that the benefits are pres-
ently not big enough. And 1 think it is retty important to recognize
that the Social Security Board says, Ili)elieve, that there are about
=,600,0000 people— I believe that 1s the figure—who are eligible for
social-security benefits but are not taking them. Of course, that stems
probably from two fundamental reasons. People just don’t neces-
sarily like to quit working, you know. And the second reason is that
the benefits frequently do not meet a basic minimum level. I will
have trouble with that word this morning; I was going to use the
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word “subsistence™ level, and my people talked me out of it. They
said, “That is a bad word.” Somebody said, “That sounds like bread
and water.” So we are talking about a basic minimum level of benefit-.
And the present act for lower-paid people does not provide that basic
minimum. We think it should be brought up so that it would.

We think the coverage should be vxtendeh, and that would be like
getting a better cylinder to thresh the grain. But most of all, we
think this combine needs a good blower to get rid of the chaff and
the weed seed, which means, we oppose any attempt to load this act,
which is a perfectly good act, down with a lot of extraneous things,
like total and permanent disability, and things like funeral benefits.
We think that would complicate the machinery considerably.

I will come to that a little bit later.

Senator Tarr. May I ask: Does any straight insurance depend
upon whether you are working or not after you reach the age of
retirement.’

Mr. Bexson. It does not, sir.

Senator Tart. That is purely a feature of this Government old-age
insurance ?

Mr. BeExsox. That is purely a feature of the Social Security Act
a hundred percent: yes, sir.

Now. I have covered the general effects of the Social Security Act,
but. Senator Millikin, I would like to make this one additional point.
I think it has a big bearing. There were a great many people 1n the
lower-income ]e\'eﬁs that we used to call on, and we would say,
“Wouldn't vou like to have $30 or $75 or $100 a month at age 657
And thev would. But we were getting along pretty good until we
quoted the premium. Right after that, the deal wax over. Because,
very candidly, they just couldn’t afford it.

Now we are in this situation. We have a base to work on. here,
and our prospect, shall we say, is going to get $40 or something like
that. Then we have got a pretty decent chance. He is encouraged.
shall T sav. to try to buy another $25 or $30. I think it is important
that that be borne in mind. That is a pretty vital thing.

There isn't any question but that the advertising that has gone on
about the Government program, and so on, has put the stamp of
Government approval on the life-insurance business. There can be
no question. We go back to the days of World War I And when
these boys came home and told dad they were insured for $10,000.
and he only had $1,000, it changed the aspect of the thing. And the
first thine we knew. he was talking about $10,000. So there isn't
anyv mistake about it. That wasreally a very helpful thing. It helped
a lot.

I thought you might be interested in the progress of the attitude of
the public toward OASI. I would say the first 3 or 4 years after the
Social Security Act was passed when we went out to talk to people
about it they would brush it off and say, “Oh. I think that 1s just kind
of a Government scheme. I don't think we will ever get anything out
of that.” That was honestly the attitude about it. But during the
past 13 years, I think that has substantially changed.

Now. there is one thing that has come into the statements, here, a3
I have read them. and that is that you gentlemen would be led to the
impression that there is a tremendous demand for expanding the Social
Security Act; that is, from the grass roots. I will have to say to you
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that I, personally, am not cognizant of that demand. Probably it is
wiser to expand tile act more than the actual demand. Because very
few people have said to us, “Well, why don’t you try to get us covered
under social security, too?”

Whether that is a matter of education, or the fact that we are in
pretty high wage level times, and so on, ix a question. In other words,
if we were in a depression, maybe there would be a big rush up here
to sav, “Won't you bring us under the act?”

Senator Mykrs. Mr. Benson, these remarks are directed particularly
toward extended coverage?

Mr. Bexson. That 1s right.

Senator MyEers. And not increased pensions?

Mr. BensoN. No: toward extended coverage, Senator. I just
wanted to make the point, which I thought might be interesting to the
committee, that I personally have observed no tremendous grass-roots
demand to extend this act. Of course, I am sure you have been im-
pressed by the fact that there have been more witnesses, I think, up
here saying “Keep us out™ than “Put us in.”

Senator Tarr. Yes; I think I have a hundred telegrams to one:
“Keep out.”

Mr. BEnsoN. Yes; everybody says “Keep us out.”

Senator MiLLikIN. Mr. Chairman, all through this hearing we have
been trying to find whether the farmhand wants this social security.
So far we have had no durable testimony that he does, except that there
may be some intimations to that effect from the testimony of some of
the organizations of farmers. And they do not seem to be overly
steamed up about it.

Now, what do you people find out when you try to sell policies to
farm workers?

Mr. Bexson. Wehave not discovered any great demand among those
people.  Does your question come back to the farm hand; the hired
man?

Senator MrrrLikin. I am talking about the farm worker. That is
right.

Mr. Bexsox. T would like to be vm?’ fair about that, Senator. 1
don’t know whether he has heard enough about social security to really
be up demanding about it. T will go so far as to say this: I personally
do not believe that there is what you would call any pertinent demand
from farmers as an over-all group.

Senator Minixin. A1l right. Now, take the farm owner. Is he
hot about this subject ?

Mr. Bexsox. I think he is not hot about it.

Senator Myers. What is your view, Mr. Benson, on this question:
Would it be good for the general economy of the country? T think
that would be the test, rather than the demand that might come from
various groups. Do you think it would be a good thing? Do you
think it would benefit our over-all economy ?

Mr. Benxson. Well, yes. My statement, here, quoting it verbatim,
savs that “we favor the extension of sncial security to all who are
gainfully employed wherever administratively feasible.” Now, those
sound like weasel words, but we don’t mean them that way. However,
the only thing that has come in to you so far that has indicated that it
would be feasible to cover farmers and domestics and people like that,
unfortuntaely, has been from people who weren’t going to collect the
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tax. And I am impressed by the fact that the Bureau of Internal
Revenue hasn’t Ket been up here saying, “We know how to collect the
tax; we know how to administer it.” Now, there isn’t very much
mystery that the Social Security Administration would be faced with,
when they iiat in the benefits, in finding out how to send out the checks,

Senator Myers. Well, it is your view that the coverage should be
extended to domestics and farm hands if feasible ¢

Mr. BENsON. Yes, sir.

Senator Myers. And you qualify it with “if feasible.”

Mr. BEnsoN. That is right.

Senator Myers. But you do believe coverage should be extended if
the taxes can be collected ?

Mr. Benson. That is right. But I am tremendously impressed with
the fact that there is nobody that is really going to do it coming up
here and saying just how they are going to do it. I should think the
committee would want to be pretty Weﬁ persuaded about that. I am
sure I wouldn't know.

Senator Kerr. Do I understand you to say that you are for it if
feasible, but that you don’t think it is feasible?

Mr. Benson. I do not know whether it is feasible or not. I
wouldn’t have any idea.

Senator Kerr. Do you think it might be?

Mr. BensoN. Idont have an opinion, Senator. Because it seems to
me that is a matter for the Bureau of Internal Revenue. It would be
their problem. There have been all kinds of plans advanced here. I
don’t know.

Senator Kerr. Do you have an opinion as to whether it should be
extended to the farm operator himself, the self-employed ?

Mr. BexsoN. If we are looking at it as a matter of need, probably it
is more important to extend it to the farm worker.

Senator Kerr. But is the extension of it te the farm operator him-
self a matter of merit, though probably of less merit than to the farm
worker ¢

Mr. BensoN. Yes; I would say that. Because, well, I have seen that
go on all the time, and you know what happens, Senator. My State
out there is next to yours. And the farmer that hasn't done too awfully
well more or less stays on the farm. Maybe the kids do the work, and
what not. And those fellows aren’t in such bad shape. And the ones
who make a little money move to town, don’t they

Senator Kerr. And get in bad shape ?

Mr. BensoN. Well, sometimes.

Senator Tarr. I think most of them go to Florida.

Mr. BensoN. Of course, now we are getting into a deep subject, here.
Of course, things have been better out there recently.

Senator Myers. You mean the deep South, do you not, Mr. Benson?

Mr. BeEnson. Of course, the farmers out in my part of the country
are doing pretty good right now. If we get down to need, I don’t think
they need much more social security, you see. They are coming along
pretty good. They need a good rain once in a while, but not so much
social security.

The CaairmanN. What is your observation about the self-employed
group generally? Do they want to be put under social security ?

r. BENsoN. Personally, I do not believe, Senator, there is any de-
mand for that. But, now, here is what concerns us and what is back
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of our statement that we believe that all persons who are gainfully
employed should be covered wherever feasible. Because you take the
self-employed group : If the statistics were available—you were trying
to find that out yesterday morning, Senator Millikin, about the per-
centage of self-employed who are needy in their old age, and what not.

The CHammmaN. Those who are not drawing old-age assistance,
whether they came from the employed, the self-employed group, or
the wage earners?

Mr. BEnson. I don’t know that, either. If we knew that, that would
be something else. But I am operating on this kind of a theory: that
probably if we would take a hundred thousaid self-employed—and
that would take in everybody from the filling station operator on up—
they would contribute as many people at age 65 who don’t have enough
money to live on as any other hundred thousand workers. Because
maybe I can add this one thing to the testimony, and that is I have
Jearned in 27 years selling life-insurance : The man who is self-reliant
and who takes care of himself—it depends a darn sight more on his
character, his sense of responsibility, and his integrity and moral
fiber than it does on the amount of money he earns is least likely to
need outside help. Now, on that, I will stand.

Senator Kerr. I do not get the significance of that statement.

Mr. BensoN. I am saying this, Senator: As you go around to sell
life-insurance policies, you see fellows who are making what we would
call 2 pretty nominal sum of money. And if he is a pretty good, thrifty
citizen, and has good moral fiber and a good sense of personal respon-
sibility—now, we can’t sell him $50,000, but he will get down to cases
and he will do something about his own case. And then I have talked
to fellows, ten, fifteen, or twenty thousand dollars a year, and it is a
cinch that at 65 they are going to ge broke.

And the point I want to make is that you can’t just take the fact that
all the rich will take care of themselves and all the people that don't
make a lot of money will have to be taken care of. That isn’t the
case.

Senator KErr. You are backing up, by these statements, the proposi-
tion you laid down to start with, that out of a hundred thousand self-
employed during the productive vears, there will be as many in need
of social-security assistance after 65 as there will be among a hundred
thousand who are employed ¢

Mr. Benson. I am disposed to believe that. Now, obviously, I can’t
prove that,can I? But I am honestly disposed to believe it. And then
1f we don’t cover them and this system matures, we will come out where
there is a large number of people in the community getting social-
security benefits. In other words, the curve is up pretty sharply as to
the number of people who were getting benefits each year. Well, if you
live in a town with a thousand people, and, shall we say, there are a
hundred people past 65, then, if 98 percent of them were getting
benefits the other 2 percent would feel pretty badly at being left out
and they would probably do something about it.

So the point I want to make is that unless you extend coverage as
the system matures I believe you gentlemen and future Congresses will
have a big demand on you to bring these people under social security
when they become conscious of it. And ti)ney will not have made any
contribution in the meantime. That is what disturbs us.

60805—50—pt. 3——6
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Then there is another important point. The fellow who isn’t under
social security and turns up and has to be taken care of—and it seems
we have all agreed we are going to take care of him somehow—will be
taken care of out of general taxation at some level, local, State, na-
tional, or some place. Then the worker is paying toward his own
social security, and then is having to make a contribution to the
general fund to help take care of this other fellow. You see, that iy
the rub in thisthing.

Senator MiLLikiN. Is not your argument in the direction of a
universal pension ’
f.l.\I?r. BeNsoN. No. Pardon me, Senator. Did you say “in the line
of "2

Senator MiLuikiN. In the direction.

Mr. Bexsox. In the direction, yes.

Senator Kerr. You mean universal coverage by old age insurance?

Mr. Bexson. We believe in universal coverage.

Scenator Kerr. I believe the Senator addressed his query to quite
another proposition, that of old age pensions: and I would be glad to
know which you had m mind.

Mr. Bexsoxn. I prefer the universal coverage under the Social Se-
curity System,

Scenator MiLLikiN. To put evervbody under the mmsurance system!

Mr. BexsoN. That is right. It goes deeper than that. I do not
believe there is anyone so wise that he knows exactly what the cost
of this thing i~ going to be. Because maybe the assumptions an which
these high and Tow estimates were based will not come to pass.

You take a good round depression. It would change the whole
thing. Or real good times may keep the worker in the labor market.
So T don't believe anvbody can tell what these costs are going to be.
It would be pretty difficult.

Yes, Senator/ _

Senator Myers. Referring back to your statement about universal
and extended coverage if fea~ible and your further statement that you
would like to hear something from the Internal Revenue Department,
the Commissioner, as to whether it was not feasible, were you familiar
with the original bill, H. R. 2893

Mr. BExsox. You mean when Mr. Schoeneman came over!

Senator Myers. Yes. Did not that bill extend the coverage beyond
that contemplated in H. R. 6000

Mr. BExsox. Yes, it did. Mr. Schoeneman was over and testifie:d
to that committee. And, though I hope I may apologize to him, in his
absence, I must say that it didn’t impress me.

Senator Myers. Well, whether it impressed you or not, he testified
on that bill. He testified before the Ways and Means Committee on
April 1,1949. And, reading from page 1345 of his testimony, he said:

Before beginning that discussion I would like to emphasize that we in the Bu-
reau of Internal Revenue believe that we can adequately and satisfactorily ad-
minister the provisions of H. R. 2893, if enacted into law. :

Do you remember that statement?

My, BExson. Yes. I do.

Senator MYERs. Do you remember the further statement which ap-
peared on page 1347 of the House hearings, in which he said:

On the basis of the above five factors—
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and I am not going to read them all—

1 feel confident in stating that given the necessary personnel and facilities, the
program proposed is adininistratively feasible,

Do you remember that testimony ?

Mr. Bensox. Yes; I do.

Senator Myers. At least we do have that testimony from the
Department.

Mr. Bensox. Yes; I am aware of that.

Senator Myers. I wondered if you were when vou indicated that
vou would like to hear from somebody from the Department of Inter-
nal Revenue oh this legislation,

Mr. BExsoN. Yes; I am thoroughly aware of that, and it seemed
to me that what it was lacking was a spelling out of the thing. Do
you have the full text of the testimony there?

Senator Myrrs. I do; ves.

Mr. BexsoN. As it went on and developed, purely as a matter of
opinion it seemed to me that it wasn't spelled out specifically enough.
I think at least the Ways and Means CCommittee were not tremen-
dously impressed with it.

'The Cnaraan. Did he advocate the stamp plan of protection for
the farm worker?

Mr. Benson. I don’t know that T recall that. T believe it was the
stamp plan for the domestics, and some other sort of a plan for the
farm worker.

The CraikvmaN. I have seen some of it.  All that testimony amounts
to 1s that they regard it as feasible and practicable. But right down
to the grass roots it i1s highlyv questionable whether it is not.

Senator Myers. Might I interrupt and =<ay that I understand, fromn
Just a cursory review of this testimony, Senator, that on page 1349 in
the House hearings he did discuss the stamp svstem. and apparently,
from a hasty reading of it, I would say. recommended the stamp
svystem.

Mr. Bexson. Did it apply to the farm worker, too?

Senator Myrrs. Let me read it :

Ntamp system : Under thix system the social-security tax would be paid through
the purchase of stamps by the employer and hix affiXing them to the employ ee's
stamp book. The stamps accuamulated in this book would constitute the em-
bleyee's working record during the period the book i1s valid.

Senator Tarr. At any event, this committee has not heard any
te<stimony, and I think we should, from the Commissioner of Internal
Revenue.

The Cramryax. We have not heard a~ vet from the Commissioner
of Internal Revenue; no, sir.

Mr. BexsoN. Of course, that is a very difticult problem. T am sure
I do not know : maybe the stamp plan is a perfect plan, Senator.

Senator Myers. I mentioned that just because you raised the ques-
tion that we should hear from the Commissioner. I thoroughly agree
that this committee should also hear from the Commissioner. but 1
wanted to point out that he had testified ax being in favor of a cover-
age even much beyond that contemplated in H. R. 6000,

Mr. BEnsoN. You are perfectly correct about that, Senator.

Senator T'arr. But after hearing that testimony the House then left
farm laborers out.
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Mr. BeEnsoN. Yes; maybe that was the reason. I dom’t know.
But in any event they did.

I would like to make this general observation, too. There has been
some testimony here to the effect that they believed that there should
be some more research done about this social security question. Well,
I would like to make this flat statement to the committee. I believe
there has been plenty of research done on the thing. I can’t see where
there is any particular thing that would be added by further studies.
The studies are pretty good. We have the Calhoun report, and we
have the Senate Advisory Council.

It is rather interesting to read some of the latest studies. They all,
now, are beginning to refer back to each other for references. We are
kind of researching each other on this question, just at this point.

Senator Kerr. Do you think there should now be more action taken
which would provide something for further research, rather than
further research with reference to action already taken ¢

Mr. Bexsox. I hadn’t thought of it, but it is a pretty good idea.
I think that would be all right. But everyone now is putting down
at the bottom what somebody else says, and then somebody writes
another book, and he puts down what two other fellows said, particu-
Iarly 1f he agrees with them. So I don’t think we are getting much
new material on extending coverage and increasing benefits.

I believe you raised the question, did you not, Senator Millikin,
some place along the line, about where somebody wanted to research
it again?

Senator MiLLIKIN. No, I do not remember that. But that is a good
way to get an honorary college degree, you know: To refer to some
other college professor and what he said.

Mr. Bexsox. I did not know that.

The CaarmMan. All right, Mr. Benson, you may proceed.

Mr. BEnsoN. On the Social Security Administration, I would like
to make this comment. We in the life-insurance business are of the
opinion that administratively the Social Security A dministration or
Board has done a good job. They have done a good administrative
job. We believe it has been done efficiently. We get prompt replic:
from them when we ask them for information, and so on. It seems
to us to be very good.

Senator MiLLikiN. Have you made a study of their work load and
the number of people that accomplish that work load? Have you
made a study of the distribution of their employees by categories
and by skills in relation to the work load and the requirements of the
work load ’

Mr. Bexsox. Naturally I have not, Senator. Let me tell you the
basis as to that other conclusion. From a practical point of view.
we go on the matter of whether we are courteously treated when we
go mto their offices and whether the people there can help us with
our problem or not. I am looking at it from a purely practical point
of view. If we want to find out what a man’s wage credits are and
write in to Baltimore, we hear from them right away. And then I
took a look at the over-all administrative cost, that 1s, 3 percent of
the total contributions and 8 percent of the benefits. And that
impresses me as being a good job.

But the thing I would emphasize from the purely practical point
of view is that it is a good Board.
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Senator MrLLxiN. It is a courteous outfit ¢

Mr. BENsON. Yes; it is. And they do a good administrative job.

Now, having stated that, I have a criticism. And we are very much
concerned over one fact, that the Social Security people, in our opin-
ion, are leaning pretty heavily upon the phrase in the law which says
that they shall make recommendations to the Congress. Well, we
think that making a recommendation is one thing and selling it is
another. And we don’t find the word “selling” in the law. And the
Social Security people out in the sticks are willing to drop anything,
almost any time, on the theory of explaining the act to a group of
people, but 1t only takes about 5 minutes to explain it and the rest
of the time 1s spent on selling the idea as to how it should be amended.
Now, whether that is contrary to the intent of Congress I don’t know.
I would like to leave the observation with the committee here, that
In our opinion that is not a good thing for an administrative group
to do.

Senator TAFT. Do you think there is any difference between them
and the2 State Department and the Agriculture Department in that
respect? _

Mr. Bensox. T am just not familiar with the other departments.
Thave had the impact of this.

Senator MiLLIKIN. Well, you fellows sell your system.

Mr. BEnsoN. But that is what we get paid for.

Senator MiLLIKIN. That is what they get paid for.

Senator Tarr. Notatall. The statute prohibits them from doing it.

Senator MiLLikIN. Oh, nobody pays any attention to that.

Mr. BEnsoNn. Well, I am impressed with that statement.

There is another thing I would like to have in the record, if we may,

t think it has been mentioned, and we felt
sort of left out about it. It is the fact that there are 0,000,000 people
who are currently insured for life insurance. And I would like to
make this observation, if I may. The premiums being paid currently,
rigcht now, are $7,000,000,000 and a little plus per year. That is what
people are doing for themselves. That is distributed among 80,000,000
people.  Social security now covers about 35 to 45 million.

Senator MarTiN. Is that 80,000,000 policies?
- Mr. (?ENSON. No, sir; that is 80,000,000 individual persons who are
In=ured.

Senator MiLLIRIN. Are there any duplications?

Mr. Benson. No, sir. We will stand on that. That is a record

| that we can really make; because the companies contributed to that

rexearch.

Senator MrLrigin. That is all kinds of research ¢

Mr. BensoN. That includes what we call ordinary insurance, so-
called industrial or weekly premium insurance, and group insurance.

Senator MiLLikiN. Burial insurance?

. Mr. BexsoN. No, sir; nor fraternal insurance. The proper defini-
tion is “legal reserve life insurance.”

Senator MarTIN. This is life insurance only. The correct way to
sfate it is insurance involving life contingencies, having nothing to
do with hospital care, accident and sickness, or anything like that.
That does, though. include group insurance.

Mr. BENsoN. Group insurance; yes, sir.
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Senator MartiN. And, if I understand it, that is 80,000,000 indi-
viduals

Mr. BeEnsoN. That is right. Yes, sir. That 1s 80,000,000 indi-
vidual people.

Senator MiLLikIN. And they are paying $7.000,000,000 a year?

Mr. BExsox. That is the 45 figure, which will be documented. T am
going to leave with each of you gentlemen this so-called life insurance
fact book. That is the ’48 ﬁgure I imagine when the ’49 figure
comes out it will be up some, because the total amount of insurance in
force at the present time is $213,000,000,000 ; that is, the total amoun
outstanding. That is $213,000,000.000 at the end of Decemiber 1949.

Now, the benefits paid. death benefits, annuities, everything like that,

was 314 billion in 194X,

Senatm MarTiN. How much was that?

Mr. BensoN. Three and a quarter billion. Now. as that contrast:
with OASI, where the taxes collected were some 1.7 billion dollars for
the comparable period, and next year's benefits are to be some
$800.000,000,

Senator MartiN. Might T ask a question, there, Mr. Chairman?

The CHAIRMAN. Yes. Senator.

Senator MarTin. This $213,000.000,000 of outstanding life insur-
ance 1s alxo. I presume, actuarially sound

Mr. BENsoN. Yes, sir, the reserves back of that are between 55 and
56 billion dollars—it will be in the fact book, there—as of the end of
1948.  You see, the 1949 figures have not been compiled, Senator, but
that is as of the end of 1948.  And that is going up at the rate of about
$4.000.000,000 per year: in other words, the curve of increase in re-
serves, which is notlnn(r more nor less than the total reflection of the
improvement in cash values of all of the policies for all of the times
for the year.

Senator Tarr. In other words, there are $4,000,000,000 of net sav-
ings in life-insurance premiums’

Mr. Bensox. Correct.

Senator Tarr. Which is then reinvested by the life-insurance con-
panies in mortgages and bonds.

Mr. BexsoN. All the various categories.

Senator KErr. I take it that the reserves go up not only by the sav-
ings from premiums but also by the earnings from pr incipal?

Mr. Bexson. That is right. sir.

Senator MiLLikiN. What percentage of the insurance that you were
discussing represents annuities?

Mr. BExsox. You mean of that premium income ?

Senator MIiLLIkiN. Yes.

Mr. Bensox. Of the $213,000,000,000, none of it now.

Senator MiLLigiN. How many peop]e have policies, first, which are
actually paving annuities? And how many people have pO]lLles which
contemplate the payvment of annuities

Senator KErr. You mean life retirement benefits, Senator ?

Senator MiLLikiN., Exactly.

Mr. Bexson. That is spelled out in the fact book, 1f 1 can put my
finger on it.

Senator Kerr. Did T understand you to say that the $213,000,000.000
did not include any of the amount now in force prov ldmg for retire

ment/
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Mr. Benson. Well, thank you, Senator, for that. I should clarify
that statement. DBecause some contracts work this way. .\ man is
insured for a thousand dollars until he is age 63, and at age 65 that
policy pays him $10 a month the rest of his life, Thank you for the
correction.

That, incidentally. is not a tremendous percentage, however.

Senator Marrin. That is ineluded, though, there?

Mr. Benson. That would be histed as $1,000 of the $213,000,000,000.

Senator, here you are. At the end of 1948 there were 660,000 people
who have private annuities that are actually in payment, paying
$253,000,000. Now, then, there are 2,253,000 that are fully paid for,
but the people have not started taking them vet, and the amount of
income from those will be $463,000,000. And those that are being
currently purchased, where there are no life contingencies—that is
what we call a deferred annuity—640,000, which will pay $379.600,000
at their maturity date.

Senator MrLLikiN. Can you average those figures?

Mr. BexsoN. Well, the total of those would be $3.553,000, and the
total benefits would be $1,095,000,000, when they were all in benefit
payment.

Senator TaFr. A yvear?

Mr. BexsonN. Yes. sir.

Senator MiLLIKIN. How much per person, average’

Mr. BensoN. I am pretty bad on arithmetic.

Senator Kerr. About $280 a year, would it be?

Mr. BEnsoN. Yes: about $300 a year.

I don't know whether this is a good time to do it, Senator, but I
think maybe it is a good time to point out another point I wanted
to make, which is this: That I do not agree with the general impres-
sion that has been left with the committee that income payments have
to be big for people when they retire. I believe. from experience, that
that is a mistaken notion. Because actually what happens—and we
have had all kinds of experience with this—is that many widows don’t
end up with enough insurance to have $100 a month, or something like
that. They have $40 a month. or $50 a month, or something like
that.  Well, I had occasion, during the last year—and made a little
research on this—in 14 different cities, typical cities, Los Angeles, Chi-
cago, Detroit, 14 of them, in which people in 2 categories, retired
industrial workers—I looked to that particularly—put ads in papers
and said, “Well, T have £30 a month coming in for life. What do you
have to offer me’" Well, if vou were to read the replies that came
back, a fellow would be tempted to quit working and go and live in
<ome of these places. But the point T want to make is that you don’t
have to have $100 a month. I think that is important. And that is
one thing we have learned in the life-insurance business. And I want
to leave that impression with the committee. The replies come back,
and in one city an industrial worker got back 33 replies. and 22 of them
were perfectly good things.

Senator MARTIN. IExcuse me. T am not following you. Maybe the
other men are, but I am not quite following you. What do those
replies contain/

Mr. Benson. Well, the ad savs. “What do you have to offer?”
People will come back and say, I have a nice home in the country
out liere, and we have an extra room"—which many people do. And
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maybe part of the living comes from the farm. And the odd part of

1t 1s that about 90 percent of them come back and offer to do the job

for $40 a month, because they figure this fellow has to have $10 for

cigarettes and carfare and what not. It is a very compelling thing,
nator MArTIN. Is that person going to do some work ¢

Mr. Benson. No, sir.

Senator MarTIN. They are just going to live?

Mr. Benson. That is right. You see, when you get right down to
cases, people who are retired, by and large, live with somebody else
anyway. And this one thing we have learned. in the life-insurance
business, that if a widow who is elderly has an income of $30 a month
you can be sure of one thing.  When she goes to visit, from one child
to another, thev will all be down at the train to meet her. You can be
dead sure of that.

Senator Kerr. She has become an asset instead of a liability ?

Mr. BensoN. She surely has. And as a matter of fact, instead of
calling up Detroit and saying, “When can we send mother up?” the
thing is more, “Won't you stay until after the first of the month?
We would like to have you stay with the children. We have some
things to do.”

I would like to really drive that point home. That is important.
We have a saying in the life-insurance business, and it is true, that “the
only difference between an old woman and an elderly lady is $100 a
month.” That is for sure. You can depend on that.

Senator Mykrs. You prefaced your remarks by speaking of indus-
trial workers and not elderly ladies.

Mr. Benson. That is right.

Senator MyErs. And you indicated that an industrial worker could
get along rather well on $100 a month after retirement.

Mr. BensoN. I am saying this, Senator: I am familiar with the
arguments on the other side, but I am saying this: Any person—this
is for sure—that has a cash income of $50 a month and will have it
the rest of his life at this level of wages will not be in any want. He
can be very well taken care of.

Senator Tarr. That is per person, and not per family ?

Mr. Bexson. That is per person.

Senator MyErs. Let us pursue that further: Let us take into con-
sideration our cities. In my city of Philadelphia, do you think an
industrial worker who is retired and has $100 a month can get along
very well?

Mr. Benson. Well, Senator, I will tell you what I would be glad to
do. That thing happened, and I have the replies.

Senator MyEers. It may have happened, but what can they rent
a room for?

Mr. Bexson. But that isn’t the way it works out, Senator.

Senator Myrrs. How does it work out? It may be a man with a
family, but many of them do not have families. Many of them may
be single men and have no children to live with.

Mr. BeEnson. I will quote you the ad, Senator.

Senator Myers. Of course, I am not basing it on ads. I am wonder-
ing how a man who is an industrial worker, we will say a single man.
or maybe a man with one child, who has to go out and rent a room.
can get by on 50 bucks a month.

Mr. BEnson. He doesn’t do it that way, Senator.
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Senator MYErRs. How does he do it ?

Mr. Benson. I will tell you. And may I be very specific?

Senator MYERs. Surely.

Mr. BEnson. All right. The ad was run in Philadelphia in the
Inquirer. The Inquirer? Is that right?

Senator MYERs. You can mention the Bulletin, too, and bring them
in.

Mr. BensoN. I believe it was in the Bulletin, too. 1 believe it read
like this:

A retired industrial worker, age 65, with a guaranteed income for life, 50 per
month, desires a permanent home, room and board; no other funds available.
What do you have to offer?

And I will rest my case on the replies.

Senator MyYERrs. What are the replies?

Mr. BEnson. I believe there were about 40, and the great majority
of them offer to take care of him, in perfectly good places, for $40 to
$45 a month. I will get the replies and show them to you.

Senator MYERs. Between $40 and $45 a month? What does he do
with the other 5 bucks?

Mr. Bensox~. Senator, the sharp point is this. And I am glad you
brought that out. You i‘nelped me make my point. The sharp point
1sthis, and the argument we are in with the Social Security Board, that
the Board is presuming that this man is not going to have saved any
money and is not going to have done anything about himself. Now,
we take the hard position. We are taking a harder position than any-
body has taken here so far in dealing with the man that has been
improvident all of his life and has not saved any dollars. I will put
it the hard way. So long as he can be reasonably well taken care of,
we feel that is enough. %Ie may suffer some privations. I know that.
And that is the penalty for the man who didn't save any money.

Senator MYErs. Well, vou are not advancing this as an argument
against the increase in benefits as proposed in H. R. 6000, are you?

Mr. BexsoN. Against the benefits proposed ¢

Senator MYERs. The increased benefits proposed in H. R. 6000.

Mr. Benson. T am advancing it as an argument against the benefits.

Senator MYERs. You do not think the benefits should be increased ?

Mr. BENsoN. Yes. I do: but not to the extent that they would be in
H. R. 6000. Our point of difference is very small, but still there is
a difference.

Senator Myrrs. Of course, you must consider, too, that many of
these people are not single.

Mr. Bexsox. Then an ad was run, also, which said that an elderly
couple wants a home.

Senator MyErs. They cannot do it for the same amount of $50.

t Mr. BexsoN. The figure was $25. And the replies are equally in-
eresting,

Senator Myers. Well, T would like to see a few individual cases of
people that try to get along on that. I mean, they can. It is possible.
But T would like to sece it.

. Mr. BensoN. Senator. if you are going to sav “comfortably and
independently™ then T am on your side. )

Senator Myrrs. Well, you cannot live comfortably these days on
$100 a month. That is certainly true as to a married couple who
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have to pay for rent and utilities, or even rent a room. Nevertheless,
you are opposed to the increased benefits suggested in H. R. 6000¢

Mr. Benson. Well, when we come to it, I have a benefit formula that
will come out.

The CHatryaN. Will you proceed, please, Mr. Benson? e have
several other witnesses here this morning.

Mr. Bexsox. Al right, sir.

Suppose, then, that we do this. I wonder if the gentlemen of the
committee would be willing to take page 19 of the statement.

(2) An extension of benefits under H. R. 6000 to include all who are gainfully
employed wherever such coverage is administratively feasible.

And I think ke have explored that point. Down below there is one
Eoint which is of interest to us, and I would like the committee to just

e aware of one thing, 1f they will. That is at the bottom of page 19,
where it says:

The subsection provides as follows:

“(3) Any individual other than an individual who isx an employee under para-
graph (1) or (2) of thix subsection who performs service for remuneration for
any person. * * * (B) ax a full-time life-insurance salesman: * * #*7

M:ay we remind the committee that Mr. M. Albert Linton, testifying on behalf
of the Life Insurance Association of America and the American Life Conven-
tion before this committee on February 10, 1930, offered a similar endorseme<nt
of thix subsection.

Enactment of thix subsection will enable our members to be included for
benefits with proper payment of taxes. SNuch inclusion we have sought for
many years.

I would like to make three observations on that, very bricfly. That
particular subsection was worked out by the technical staff of the
Committee on Ways and Means, and is agreeable to the company
organizations and representatives of our organization, and, insofar
as I know, evervone was happy about it.

Senator MiLLikIN. You are talking about a full-time insurance
salesman?

Mr. BexsoN., That is right. .

Senator MiLLikiN., What salary does he get?

Mr. Bensox. None.

Senator MiLLikiN. He works entirely on commission?

Mr. Bensox. Well, Senator, then we would get off into categorie-.

Senator MrLLikin. Well, is that correct ?

Mr. BexsoN. Yes,

Senator MiLLikiN. He can work all day, or part of the day, work
when he pleases! I mean. let us walk down the main street of Squee-
dunk, and we have a fellow who is in the real-estate business. And he
does a little insurance: he writes a few policies; he sells a little real
estate.  He engages in various kinds of trading. In one way or an-
other he ekes out a living. Now, do we put him in ¢

Mr. Brxsox, No.

Senator MiLLikiN, How do you dl\tlllglll\h

Mr. Bexsox. Purely on a practical basis, Senator. A full- time agent
has a very close relation to his company. He may be able to see who
he wants and when he wants. Ordinarily, that would lead one to
conclude that he ix not an employee at common law. However. the
restrictions and obligations a~x<unied 1n hix contract—the territory to
which he is assigned : and which he i expected to cover—and the careful
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rules and forms he must follow distinguished the full-time life-insur-
ance salesman from the ordinary independent salesman.

His actual method of solicitation and his relationship to his com-
pany through his general agent or manager are very similar in prac-
tice to that of the life-insurance agent whose company has already
recognized him as an employee for social-security purposes. In some
cases the relationship is not similar: it is identical.

The twilight zone in this particular field has caused a great deal of
trouble. The subsection we endorse is a very slight extension of the
common-law rule. You will note that it exc?,ude.\ as employees those
full-time life-insurance salesmen who are in fact carrying their own
overhead or who are acting casually or as brokers.

The subsection has, moreover, been agreed to, as affording a prac-
teal solution, in testimony here the life-insurance company associa-
tions representing the bulk of those with whom our members have
~ilesmen’s contracts.

With your permission, Senator, T should like to add one more point
which may come before you in a year or so. H. R. 6000 does not pro-
pose to extend this definition of emiployee for purposes of unemploy-
ment compensation. At present, insurance salesmen on commission are
specifically excluded from unemployment compensation under the Fed-
eral statute. It is definitely not our thought at this time to advocate
the extension to unemployment compensation of the subsection we
endorse in H. R. 6000.

In this section 210, you will recall, there are some specific inclusions,
This 1s the approach recommended by the joint tax staff and includes
a full-time life-insurance salesman under the reasonable limitations
I have mentioned.

And then there is a paragraph 4 which covers additional persons on
the basis of the combined effect of a series of factors. The joint tax
staff opposed the approach of this paragraph. While we understand
that this paragraph 4 might, under care%ul regulations, work no great
hardship on the great bulk of the life-insurance industry, nevertheless
we refrain from advocating its adoption because of its reportedly un-
fair possible application to other industries.

Senator MILLIKIN. Now, do you fellows propose to contribute the
benefits of this insurance salesman regardless of whether he sells any
mmsnrance ?

Mr. Benson. That would be reflected in his commissions, if he didn't
sell any insurance.

Senator MiLuikin. But, if he does not sell any insurance, he has no
commissions, and hence you do not contribute ?

Mr. Bexsox., Hence he would get no benefits.

Senator Mi.LikiN. Hence he would get no benefits. Well, how does
that cover him, then?

Mr. Bensox. Well, there are a lot of people that are covered that get
verv negligible benefits.

Well, Senator. he wouldn't go on too long selling no insurance,

Maybe I can help vou this way. I know everybody would say,
"Well. is there such a thing as a full-time life-insurance agent /™ And
every once in a while at our convention somebody gets up and says the
same thing. But I think maybe this will help. There 1s probably an
area, out here, of —let me estimate it at 5 percent of our people, as to
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which I think it will be difficult to make the distinction. But I believe,
very honestly and sincerely, and so do the companies, and so do the
technical staff that wrote this bill, and we went into it in great detail,
that this will probably take care of 95 percent of the situations. The
contribution will be all right. And the companies are willing to pay
their part. And we are at least narrowing the area of difficulty.

Senator MiLuigIN. All right. Now, you are talking about a full-
time-life-insurance salesman. Who makes the contribtuion for him’

Mr. BEnsoN. The act provides that he pays half and the company
pags the other half.

enator Kerr. Does the company pay the other half in addition to
the regular commission and renewa{; that they pay him on the business
he writes?

Mr. BensoN. That is right.

That is a very difficult question, Senator Millikin. I am not wanting
to say that this is a very simple one-sentence answer to the thing, but
what it represents is the best.

I would like to make this one point. You may wonder why life-
Insurance agents want to be covered. It is a perfectly good question.
Well, I think the reason is because day in and day out they are setting
down with other people about their social-security benefits, and so
on, and talking about 1t all the time, and they naturally are conversant
with it, and they would like to have it, too.

Senator KERr. You think they sell it enough so that they are willing
to buy a little?

Mr. Benson. That is right.

Senator MiLuIKIN. But the point is that the insurance company
itself 1s going to pay its employer part of the contribution.

Mr. Benson. That is in the act; yes, sir.

Senator MiLLikIN. And that is agreeable to you?

Mr. BexsoN. That is the reason why I put this statement here.
Mr. Linton endorsed these same provisions of the act.

Senator MiLLikIN. And the amount that you contribute will vary
according to the amount of the insurance that he sells?

Mr. Bexson. Correct. Exactly.

I don't think the thing is too awfully much different. There are
instances where difficulty has arisen. For instance, well, I know a
paper company in our town: their salesmen are out selling, and
the only difference is what they call a drawing account. And they
don’t have a formal contract with their company, because they have
no vested interest in the renewal account, you see, of that paper busi-
ness. ‘We have a contract with our agents. And I think that 1s
what has thrown the thing into confusion.

Senator MILLIKIN. Yes, but now let us take the average fellow on
the main street that sells a little insurance and sells a little real estate.
He trades a horse once in a while, or he sells a farm, and he is a good
free-enterpriser. Now let me get at this relationship of employer
and employee, if there is one. He has a right to sell policies for your
company. Isthat right? You tell him, when he goes to work, what
time of dayv he goes to work¢

Mr. Benson. No.

Senator MiLLIKIN. Do you tell him when he quit, what. days he
works?

Mr. BensoN. No; of course not.
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Menator MILLIKIN. Do you tell him whom he shall see?

Mr. BensoN. No.

Senator MiLLIKIN. But you do not have the control over that full-
time salesman that is the customary attribute of the relationship of
employer and employee ; do you ?

Mr. BEnsoN. Senator, many of our people are not, in the strict
sense of the word, common-law employees, for two principal reasons.
The main reason is that it is impossible—we woul(l like to, but 1t is
impossible—to direct how a salesman uses his time. DBecause he has
an appointment at 11 in the morning, and the fellow says, “Mar{ wants
to talk about it, too. Will you come out after supper?”’ Well, now,
you can't do anything about that. You have got to go.

Senator MiLLikiN. What you want to do, then, is carve out an
exception.

Mr. BensoN. That is true. And the act, for good or bad—I wish
there were a better way of doing it, frankly, Senator. I really do.
But we worked at it long and hard. And this represents what you
would call an exception. I believe in the act there are six in this
particular section, here.

Senator Tarr. Where the employer contributes, as distinguished
from the wholly self-employed, who contributes only for himself

Mr. Benson. That is 1t exactly. Now, maybe it is a bad thing to
set up any particular group like that. But we worked at it very hard
and could not figure out another way to do it.

I would like to leave this impression with the committee. We
lionestly believe the thing will work.

Senator Kerr. Well, this group that you are talking about will
either be classified as self—emp%oyed or as employed by an employer.

Mr. Benson. Probably neither.

Senator TArT. You mean under the definition in the act they prob-
ably would not fall under either ?

Mr. BEnson. That i1s right. I am refering to some practical cases
which still will have to be disposed of by regufations.

Senator KErRrR. Suppose you discuss that for a minute.

Mr. BEnsoN. Senator, if you will emphasize the word “practical.”
a full-time life-insurance salesman is E'om that standpoint an em-
ployee. They go to the office regularly. The bulk of them are in the
big cities, these full-time salesmen. They keep pretty regular office
hours. And they are required to attend meetings. And you can make
out a case for the other side of it, too; all except that you can’t tell a
man just exactly how he is going to use his time or what he is going
to ~ay when he gets there. It isn’t like making bolts out of a rod of
steel. Because you don’t say the same thing to every fellow to whom
you sell a policy.

. Senator Kerr. As I understand it, what you are saying is that this
Ina better way to cover this group than to define them as self-employed
and to cover them under that classification ?

Mr. Benson. That is correct, sir.

May we go back to the top of page 17, please? Now, I will try to
be very brief, gentlemen. We are disturbed over the word “insur-
ance” 1n the Social Security Insurance Act. Now, here is where that
causes trouble. We go out to sell a policy to a man. And I will ask
You if you will pick up this little chart, please, sir.
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Senator Kerr. You mean the comparison of primary benefits?

Mr. BENsoN. No: this little colored chart. Well, the part colored
in blue is what it does for the man's family if he dies and what it does
for him and his wife if they retire. Then, if you were to add that
up, that would come up to a pretty good-sized amount of total benefits,
Well. the contribution has been $30, and now it is $45 on his part, and
he isn't too worried about the employer’s part. And he says, all of
sudden, “Well. if T get all this much for $45 from the Government,
how does it come that it costs so much more to get what you are selling
me " “'herel;‘pon, we have to stop and spend a long time explaining
to him the difference between the Social Security Act and private
Insurance.

Now. maybe this will save time. We are suggesting that instead of
the Social Security Insurance Act it should be called the Federl
Retirement and Dependents Benefit Act of 1950. We say, in the
statement :

The Congress acted very wisely when the Pure Food and Drugs Act was enacted
Among other things, that act provided that all articles of food and drugs should
be clearly and correctly labeled in order that the public will in no wise be deceived.
We hold that it isx equally important that the public should in no wixe be deceived
in the matter of social security. We suggest that the word *‘retirement™ ix more
significant than the words “old age” due to the fact that the act, in reality, con
templates that workers will retire before benefits are paid and the mere attain-
ment of so-called old age in no wise assures a worker of benefits. We alw
believe that the words “dependents’ benefits” more accurately describes the
class of beneflciaries who will actually receive benefits than does the rather all-
inclusive word *“‘survivors," as the term is generally understood.

Senator MiLLikiN. Why do you not just call it the Federal Benefit
Act of 1950¢

Mr. Bensox. I will buy that.

Senator MiLLikix., Why all this other monkey business?

Mr. Benson. It suits me.

Senator MiLLikiN. That is what 1t 1s.

Mr. Bexson. That is right.

Senator MiLLIk1N. Thissystem we have is not an insurance act. i~ it?

Mr. Bexsox. That i1s my point.  And I would like to leave the 1dea
with the committee, though, that we aren’t willing to quibble over
words. I do want to leave the impression here that it creates practical
difticulties for us. And they are really practical. _

I have done this much, just looking into it ; and I can’t find a defini-
tion in any lawbook of insurance that doesn’t have three elements in it
that T can find. first of all. that it is a contract: and second, that 1
does have a specific premium. and that the insured is obligated and the
insurer is obligated to do something definitely in consideration of thar
premium. and then what is to happen is spelled out. Well. social
security is not a contract. Nobody knows what the premium 1s goint
to be. or what the contribution or tax or anything else is going to be.
and there is no relationship between the amount of tax paid and what
a man may get. A fellow 30 years old, unmarried, pays $45. If he
dies. little or nothing is paid. If a man has three small children and
dies. it can end up at fifteen or twenty thousand dollars—with which
we have no quarrel. .

Senator Tarr. You said it has no relation. It has some relation.

but not much.
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Mr. BensoN. Not much. Thank you, Senator. There is not a
direct relation.

Senator Tarr. Yes; I agree with you.

Mr. BEnsoN. Now, we are not quarreling about the fellow getting
the money. but we don’t want to call it insurance, because our premiums
look a little out of line compared to this tax proposition.

Senator Kerr. Do you suppose if we changed the title a little you
would change your premiums a little?

Mr. Bexson. Well, Senator, in my particular position I would not
have any objections,

Senator MiLLikIN. Let me ask you this. Mr. Benson. And I take
no position on it. I am just groping for information. Why do we
not cut out all this monkey business and cut out the fiction of reserve
fund and start right out and pay the benefits that we decide should
be paid to people of a certain age and collect the taxes necessary to do
it as we go?

Mr. Benson. Well. of course, it 1sn’t without menit, is 1t ¢

Senator MiLpikin, 1 would like to have somebody tear big holes
n 1t.

Mr. BeEnson. I don’t think T am that smart.

Senator MiLLikiN. Right off the bat, 1 cannot see any reason why
we go through all this hocus-pocus.  Why do we not start right in
and decide that people of a certain age are going to receive <o much
benefit and that we are going to tax people currently. people who
have to produce the things anyway to pay the benefits, a sufficient
amount to do the job! The reserve fund 1s phony. It is a swindle.

Mr. Bexsox. Well, at least it 1s a phony. But here is what T think
1~ wrong with it, in three points: The first one is that T do believe a
svstem would work better if there is a relationship between total
earnings and ultimate benefits. Because I believe if we were to sud-
denly agree on the fact, just to take a fizure out of the air, that the
correct. amount is $60 a month, for the sake of argument, then.
Senator, some people would have their income improved considerably
by that %60. And I think you would immediately have a diffienlt
situation.  .And there would be places were $60 would be too much
and other places where it is not enough. So I think there should be
come relation, there.

“Senator MirLikix. Mr. Benson, in the end the very fact that we are
sitting here now shows that politically we are going to adjust these
Lenefits to what we consider to be the realitics of the day and age in
which we, again, «it here. )

Mr. Bexso~. I think that is right,

Senator MirLikIN. So it all comes to the same thing.

Senator Tart. But Mr. Benson, is there not this one thing? I
mean. I agree with Senator Millikin. but it seems to me this is a svs-
tem of taxation and not insurance, as you suggest, '

Mr. Bexsox. That is right.

Senator Tarr. But should not the benefits bear some relation. again,
to the taxes paid? Or. putting it another wav, some relation to what
the man has earned. the work he has done for the community. durine
his life/ In other words, could you not accept the general theory
of universal overage and taxation and still grade the benefits with
Some relation to what a man has earned and, consequently, what he

has probably paid
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Mr. BEnsoN. We prefer the earning notion. Senator, when we get
to it, if we do, here, today, we are suggesting a benefit formula of 60
percent of the first $50 of average wages. Now, frankly, what we
are attempting to do is to preserve the integrity of this system and
establish thereby a floor, upon the theory that everybody that had
credits would earn $50, on the average. And we are honestly at.
tempting to establish a floor of $30. As a matter of fact, we would
like to see in there that anvbody that is getting benefits would get
$30. Because we do not believe there is very much realism in the thing
without that.

Senator Tarr. Ascompared to $25 under this H. R. 6000 ; the higher
benefits in the lower grade? Isthat right?

Mr. BEnsoN. Yes. We think it is a little more realistic. Now, then,
on top of that we want to establish, on top of the minimum, and addi-
tional benefit definitely related to earnings.

Senator MiLLikin. The fact remains, though, that we have been
jiggling around with this thing since 1934 or 1935. People that went
into that system paid 100-cent dollars in those days. Now we are
getting an average, those who are getting benefits, of how much, Mr,
%ohen ¢ $26 amonth?! Anditisworth$13. Isitnot perfectly obvious
that we have got to meet here again and again and again to bring this
thing into relation to reality ?

Mr. BensoN. Senator, that would impress nie. except that I would
worry about one thing, and that is that the great danger in this, as
I see it, is that if we get that benefit too high, sumewhere along the line,
I am not impressed that when we get back to the 100-cent dollar the
Congress will meet and bring the benefits back down.

Senator MiLLikIN. I think you can be dead sure that it will not.

Mr. BEnxson. Frankly, I am, too, but I was being cautious.

Senator MiLLikiN. Why not remove the problem that exists in that
situation?

Mr. BeExson. Senator, maybe I should not say this, but I will any-
way: That we have the whole thing under consideration, and we are
meeting in Oklahoma City on the 20th of March—and if we change
our mind, we will advise the committee—as to the very problem you
bring up here.

I know another gentleman is going to talk about the lump-sim
death benefit, and then I am willing to close on the subject of total and
permanent disability, which I know is rather a perplexing thing
now.

We are flatly opposed to including any total and permanent dis-
ability benefits in the act. And the reason we are is that we believe that
it introduces a completely new concept of administration, moving
from objective decisions over to discretionary decisions.

Senator MyEers. Has that always been your opinion, Mr. Benson’

Mr. Bexso~n. Yes.

Then I would like to base it on this further premise: That we arve
of the opinion that adding total and permanent disability benefits to
the act would create many administrative problems and solve very few
problems of people who are disabled.

Now, may I amplify that in this way: The disabled range all the
way from the man who is ill, who has to have a doctor, to the man who
has to be hospitalized, with, perhaps, nursing care and expensive
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medicines, and a }s)rimary insurance benefit has nothing to do with his
problem. It won’t solve it. He will still be a problem. Then déwn
here 1s & man who needs to be rehabilitated, maybe to do a job with
one hand that he used to have two to do 1t with.

So since I have prepared this thing, I have come across the most
interesting materia{) I have found in a Government bureau. I was
put in touch with the office of vocational rehabilitation people. Do
each of you have these “brass tacks” books? 1 don’t know 1f I am
bringing to your attention something that you already know all about,
but I think 1t is tremendously interesting. Will you look on page 151
I believe the pages are numbered. You will observe there, and 1 have
checked it with the people down there at this bureau, that for $460,
cooperatively with the States. something over 220,000 people have
been rehabilitated.

Now, if you will turn to page 24, there is the most interesting state-
ment I have ever seen. .And these people insist it is true. Inciden-
tally, this is a Social Security Board publication.

Senator MILLIKIN. Pretty fancy, too, is it not?

Mr. BEnsoN. It is a beautiful job. It says:

The record shows that most—
now I am interested in the word “most™—
mo~t disabled persons can be rehabilitated.

And those people stand on that word.

When rehabilitated they make safe, steady. productive workers.

The total cost of rehabilitation is repaid many times over in inereaxed income-
tax payments alone.

And this very well bears that out.

NSo I would like, if T may, based upon this and the interviews which
I have had with these people, to make these observations relative to
total and permanent disability.

First of all, it seems to me that here is an opportunity for the (on-
uress to save literally billions of dollars.  Because the high estimate,
the ultimate estimate, is a bHlion and a quarter for total and perma-
nent disability, and the low estimate is 500,000,000, which only ex-
plains one thing, that nobody knows what it will be. 1 think that s all
we can make out of that.

But here is, I believe, about the first Government agency that I have
ever found that could honestly make the Government a profit, really.

Senator MArTIN. Mr. Chairman, I wanted to ask Mr. Benson wheth-
er or not he has gone into the statements made on page 24 of this state-
ment, as to what 1t is that that is based on. There must be some fig-
wres.  They just make statements there. I want to know, Mr. Benson,
whether you have gone into the figures that they base those state-
ments on,

Mr. Bexsox. Let me put it this way, Senator. We have visited a bit.
And, Mr. Chairman, if I may make this suggestion, and I make it most
respect fully, it would seem that this committee would be tremendously
mterested in having a first-hand story from the people who actually
do this work. It is the most fascinating story I have ever seen. 1 am
completely impressed by the fact that we are going to spend $1,100,-
100.000-0dd, according to the budget that you are going to consider, for
conserving our natural resources.

60805 --50—pt, 3——7
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Senator MruLikiN. Who is the man who knows more about it than

an$body elsed
fr. Bexson. Mr. Michael J. Shortley.

Senator M ARTIN, Mr. Chairman, I think Mr. Benson's suggestion is
i)rulnl)l\ a very good one, but, of course, this hearing w ()lll(lit‘ rather
ong drawn out. I would like to see those | figures " that those state-
ments are based on.

Now, I believe very much in what ix stated on page 24, from my own
experience as a governor, because we did an awful lot of work ‘along
that hine. 1 can t(‘\llf\ my~elf, that as it relates to the blind we have
done wonders on a pretty small appropriation.  But T am very much
tor getting everybody self-supporting if we possibly can, even if it
cost= more money than vou get back in taxes. 1 would like to have
the figures on that.

Mr. Bexson. Well, Senator, I don't like to beg vour question.  That
1sn’t a good thing. But it seems somewhat inappropriate for me.

Senator Martin. The reason I asked is that 1 thought vou had
probably investigated that.

Mr. Bensox. I visited with Mr. Shortley, met Mr. McEldowney,
and Mr. Kincannon, who are the three top men down there. And,
Senator, 1 think they would be hard put, if I may express this as an
opinion, to completely document the word “most.” Becanse 1 have
tried to pin them down. I said, *What does ‘most” mean?  Does it
mean 51 percent ! - Does it mean 80 percent? What does it mean!”
Well, they talked in round figures, 60 or 70 pereent, or something like
that. But, gentlemen, 1 tlnnk the thing coes deeper than that. and
I will give you this experience. from my own company, on this total
and permanent disability thing, when we were in it.  And that is that
we discovered that most people who become disabled and start getting
a little money, even if it is a little money, become very fll("]lt(‘m‘d
And unless the are encoutaged and shown how they can get back
on a proper basis, they become afraid to get off the disability pay-
ment. They are more scared than thev are disabled, for fear that if
they do a httle work, they can’t get t back on the claim. Honestly.
much of it is mental, and vou need understanding people. Tt 1s
really a sales job. And we found when we went out to these penplo
and talked to them, we found out a lot of thingx.,  We said, “Lets
explore what vou can do. Instead of getting 3 %0 a month the ret of
vour life, \\nul(ln t it be better if we would <ottle with you for $4.000,
~sct vou up in busines~= ¢ And that actually happened. And we is-
covered a lot of thines,

Now, I would like to say this: If the rehabilitation program can
accomphizh what we believe 1t can accomplish, 1t scems to me it goes
richt to the heart of thix whole disability question. I am sure that
1~ the most perplexting thing in this whole matter.

Senator Myers. Is there not such a thing as the Life In~urance
As=ociation of America’

Mr. Bexsox. Ye-. ,

Senator Myers. And the social-security committee of that asso-1a-
tion’?

Mr. Bexson, Yes

Senator MYERs. And did not that committee, in 1945, recommend
total and permanent diability insurance benefits under social security!
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Mr. Bexson. lotal and permanent disability benefits?  Not to my
knowledge. .

Senator Myers. You were a member of that social-security com-
mittee: were younot £ I am referring to the social-security committee
of the Life Insurance Association of America.

Mr. Bexson. 1 don't belong to the Life Insurance Association of
America.  That is a company organization,

Senator MyYErs. There is such an organization, and it has a <ocial-
security committee !

Mr. BrNson. That is right.

Senator MYERs. So, of course. I would think its views would be
~<omewhat similar to yours. It has the same objectives as your aszoci-
ation. Do you know whether that association, in 1945, recommended
total and permanent disability insurance?

Mr. Bexsox. As I sayv. not to the hest of my knowledge. T think
there was some discussion about its being limited to those between the
ages of 55 and 65, in order to take care of the incidence of disability in
some occupations where disability or, shall we say, termination of
cconomic effectiveness, came early.

Senator MYERs. Well, not only between 55 and 65. It merely rec-
ommended that those benefits would ceasc. of course, if the individual
receiving the benefits should recover before age 65,

Mr. BEnNson. That i~ right.

Senator Myers. If not. they would continue.  So, at least one seg-
ment of the insurance industry did recommend, back in 1945, total
and permanent disability benefits under social security.

Mr. BENsoN. Senator, may 1 go ahead with my recommendations,
here !

Senator MYERS. Surely.

Mr. BENsoN. The point I would like to emphasize here, as T said, is
that if the committee can develop the fact that these people can do
the thing they think they can. then it seems to me it should not be a
part of the Social Security .\ct, because whatever number of disabled
people we have, and nobody scems to know how many there are, it
seems to me 1t 1s a< important to rehabilitate those who are not under
social security as those who are.

Senator Myers. But what happens to them before rehabilitation?

Mr. BExsox. Tt seems to me we have this kind of a problemn, Senator :
Would you agree with me that that would reduce the area to whatever
extent 1t can be accomplished?

Nenator Mygers. Oh, I think the planis fine.  You mean the rehabili-
tition plan/

Mr. Bexsox, Yes,

Senator Myrrs. Oh, of course.

Mr. Bexsox, Now, then, T feel this way : If social security can he
expanded, if the coverage can be expanded. broadly enough, and we
can cet o basie minimum benefit that will reasonably meet the mini
mum requirements, then, it seem< to me, that <hould relieve the States
of the assistance problem very materially. And by spending les~
money than theyv are spending now. theyv ~hould be able to come in
and do the interim job.

. Of course, Senator, I think what you are going to point out to me
I~ that they do not have the facilities to rehabilitate all those | ople:
which is true, incidentally.
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Senator Myrrs. Getting back to the original question, does the
National Association of Life Underwriters have a social security com-
mittee ’

Mr. Benson. Yes, sir.

Senator Myers. And you are a member of that committee?

Mr. Bexso~. Yes, sir.

Senator MYERs. And was it not that association, jointly with the
Life Convention. the National Life Insurance \ssociation of .\ merica,
that 1ssued a joint statement advocating total and permanent dis-
ability under social security ?

Mr. Bensox. The only difference, Senator, is that that was not :n
official statement presented to Members of Congress,

Senator MyEgrs. Of course not; but I just wondered why your
association has changed its mind since 1940. That is all.

Mr. Benson. I don't know that we have changed our minds. Be-
cause when three associations issue a statement which is designed to
be helpful to those persons who are considering =ocial security, you
-ee, after all it does not mean that everybody is in complete agreement
on evervthing that is made in the State.

Senator Myers. Of course, everybody was not. But the \ssociu-
tion of Life Underwriters in 1945 issued a statement. And I will
quote from it, and then I do not need to pursue it further, because it
is getting late. But the three associations. including the National
Association of Life Underwriters, of whose social security committer
you are a member, issued a statement:

The onset of premature old ave creates a need for benefits to bhridge the gap
between the time earnings cease and the normal retirement age of 65, Such
benefits could be made available by reducing the eligibility age by as much as,
say, 10 years, upon submission of proot of total and presumably permanent
disability, subject to discontinuance of bene:its if recovery before age 65 should
take place. Nuch a program of permanent and tptal disability benefits after
age 55 is recommended.

Now, I am only wondering what happened in the meantime to make
vour association change its mind.

Mr. Bexsox. Well, I can answer that question very forthrightly.
I will go back to my text. We believe that introducing total and per-
manent disability benefits would create broad administrative problems
and solve very few. Now, we have done a lot of studying since 1'45.

Senator MyErs. But then your association has changed its mind.
It has changed its policies.

Mr. BensoN. Yes, I would say so.

Senator Myers. That is all I wanted to ask.

The CizairMaN. All right, Mr. Benson. Have you anything cl-e!
We must bring your testimony to a close.

Senator MiLLIKIN. Mr. Chairman, I would like to axk Mr. Benson.
Who should take up this load?! Who should have the responsibility of
taking up this load of permanent and total disability ¢

Mr. BexsoN. We believe, Senator, that that is a State problem. le-
cause we believe that the nearer you bring the source of money to the
benefits to be paid, the more you will get a much better administrative
situation.

Senator MiLLIKIN. And your theory is that as we increase the in-
surance benefits the States will have less burdens to meet as far a
public assistance is concerned and therefore they will have mort
money to take care of this?
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Mr. BEnson. It would seem to us that way.

I would like to say to Senator Myers that I think this is one of the
most. difficult problems that we are all coping with, and I do not know
that we have the answer. I was delighted when I saw this vocational
rehabilitation material. I thought, “maybe here is light on the thing.
Maybe here is how we can get somewhere.”

Senator MiLLiKiN. I would like to ask one more question.

Why should we deduct earnings from persons entitled to insurance
benefits ?

Mr. BensoN. Why should we do what?

Senator MILLIKIN. Why should we deduct the earnings of a man
who continues to work, who has reached the age when he 1s entitled to
benefits under the insurance system /

Mr. Bensox. Well, T don’t think we should. Did you notice my
development of the different idea about the increment thing, on page
22a !

Senator MiLLIKIN. That is what prompted me to say something
about 1t.

Mr. Bexson. Well, I don’t want to fall out with the chairman,
Senator.

The Craikman. Well, we will have to conclude, because I do want
to cover one other witness. We have been an hour and a half with
vou, Mr. Benson.

Mr. Benson. Can I say one thing more, if I can say it in 1 minute?

The CualRMAN. Yes.

Mr. BensoN. It has been proposed that the increment should be
left in at a half of 1 percent. We believe that that is unwise, because
this Congress is proposing additional benefits for which future work-
er~ will have to pay. It has been talked about at the rate of eight-
tenths of 1 percent of pay roll. It occurs to us that this Congress
might act wisely to let future workers determine whether they want to
improve the benefits to that extent and assume that tax load. DBecause
there is an implied promise to pay, very definitely.

The ("'HAIRM.AN. That is fully developed in your original statement ?

Mr. BEnsoN. Yes. Now, then, the other thing: We say we would
like to encourage people to work past age 65. We think that is
healthy. And we think a way to do that is to say to the man, “If vou
will continue to work, we will improve your benefit a little bit in suc-
ceeding years, so that you will get more money.” Then he will have
1 incentive to continue work, which we think is a sound thing.

The Crrairman. We thank you, sir.  We have your prepared state-
ment, in which you have developed your ideas fully, and, of course,
we will consider it. Thank vou very much for your appearance.

(The prepared statement of Mr. Benson follows:)

SIATFMENT OF THE NATIONAL ASSOCIATION oF LIFr UNDERWRITFRS BY Jupp C.
BENSON, PRESIDENT

FUREWORD

.Tlle National Association of Life Underwiters ix comprised of local associa-
tions in all the States of the Union, Alaska and Hawaii. The local associations
have as members 51,224 licensed agentx, general agents, and agency managers.
This membership represents the siles staff of the life insurance industry.
e ee———

! Members in good standing December 31, 1949.
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There are presently 80,000,000 individual owners of life insurance and annui-

ties in the United States. These policy owners pay premiums in excess of
7,000,000,000 per year to the private life-insurance companies and have thus
extablished and maintain more than $£212,000,000,000 of life insurance in force.

Each working day our members discuss with 150,000 to 200,000 individuals the
question of their personal economic security and that of their families. In
more than 50 percent of such interviews, the subject of social security, as it
applies to the individual and his dependents, is the first to be considered,
Our membership should, therefore, understand the attitudes and wishes of the
American public concerning social security as well as any other organized
group.

We are aware of the fact that the present Social Security Act is not fulfilling
the needs for which it was designed and it is our desire to assist, if possible, in
improving the act. We endorse amendments which will make the act under-
standable, easily integrated with private insurance plans, as well as practical
to the end that it will accomplish the objectives which Congress originally
intended. To those objectives we did and we do subscribe.

In our opinion, many of the provisions of H. IR. 6000 are not consistent with the
original and desirable objectives of the Social Security Act,  These amendments
we will oppose.

THE ORGANIZATION OF OUR STATEMENT

This statement will proceed as follows:

1. A general definition of our concept of a practical social-security plan.

2. Statement of eight guiding principles for measuring the desirability of
proposed amendments.,

3. The general concepts in H. R. 6000 which violate the eight guiding prin-
ciples.

4. The provision of H. R. 6000 which we oppose.

5. The provisions of H. R. 6000 which we favor, together with additional
suggestions.

6. A brief statement pertaining to the public assistance provisions of H. R.
6000.

7. Conclusions.

This statement is not presented as “expert testimony.” We hope, however,
that whatever the statement may lack in brilliant economie theory or “high and
lJow” actuarial estimates, it will make up for by establishing some guideposts
which will lead to constructive amendments.

We want a practical systemn for providing benéfitx for retired workers and
dependent beneficiaries of deceased workers which our children will be glad t.
pay for when we are the beneficiaries and they are called upon to pay the taxes
which will provide our benetits.

SectioN 1
GENERAL DEFINITION

The National Association of Life Underwriters favors a system of Federa
benefits for retired workers and dependents of deceased workers which will treal
all citizens equitably and fairly. We advocate basic minimum benefits whict
will eliminate the fear of destitution but which at the same time will impose up!
those who have been lazy or improvident certain privations as a penalty fo!
their indolence: and which finally reserves for those who, throughout t!n-n
lifetimes have practiced industry and thrift, the rewiards of a very sufficien
and. at times, abundant way of life for themselves and their families.

. SecTION 11
GUIDING PRINCIPLES FOR A SOCIAL SECURITY ACT

1. The title of a congressional act which provides benefits for workers an
their surviving dependents shonld accurately describe the system of benefit
to be provided, set forth those who are to recelve benefits, and should not creat
impressions or carry implications which are contrary to the true concepts 0

1 . .

‘ ?I?c’}‘he government of a republic should strive to treat each of its oitlz«jq
equitably and fairly. Therefore, it is highly important that any act whic
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provides Government benefits should be designed so that the benefits are equally
available to all persons who are gainfully emnployed, wherever such benefits are
administratively feasible,

I1I. The benefit formula of the act should be designed to provide a basic
minimum level of benetits. Such a level of benefits fulfills the objects of the
orizinal Social Security Act. In all probability such benefits will not impose
a pay-roll tax which future workers will be unwilling to pay in order to maintain
a labor market which is not unduly competitive due to the continued efforts of
millions of marginal workers who are unwillingly forced to remain in the labor
market due to the inadequacy of retirement benefits.

IV. A sound system of benefits should impose upon specially designated groups,
whether established by geographical, economice, or industrial boundaries, the
responsibility for supplying such benefits as those groups may desire above the
basic minimum level provided by the Federal Government.

V. The system of benefits should be devixed in such a way that—

(a) There will remain with the individual worker the responsibility for provid-
ing such benefits as he may desire for himself and his own family above the basie
minimum level.

(b) The strong moral fiber which is created and maintained by reason of the
characteristics of personal responsibility and thritt will in nowise be impaired.

(¢) There will remain with the individual ample opportunity and ability for
“private savings” which will supply the flow of private capital so vital to a free-
enterprise system.

VI. The rules pertaining to eligibility for henefits should be designed in such a
manner that the benefit program will not impose enforced retirement on workers
at a specified age and should provide some definite incentive for them to work
beyond normal retirement age so long as they enjoy good health and their efforts
are economically productive.

VII. A system of benefits to be administered by the Federal Government to
provide retirement funds and benefits to dependents of deceised workers should
avoid the introduction of new types of benefits which are foreign to these benefits.
Such benefits should be particularly avoided when they will involve a new and
entirely different administrative technique.

VIII. In view of the fact that payment of future benefits will represent a
charge, through the medium of a pay-roll tax, upon the economy of the country
at the time the benefits mature, any possible errors in establishing a wage base,
a formula for providing benefits and provisions for taxing future workers should
be on the conservative rather than the liberal side. IMuture Congresses can easily
correct errors of conservatism but will find it next to impossible to correct errors
providing benefits which are too liberal because of the “implied promise to pay”
inherent in the act.

SecTtioN III
CERTAIN CONCEPTS IN H. k. 6000 VIOLATE THE EIGHT GUIDING PRINCIPLES

The greatest hazards which are created by a system of Federal benefits payable
to citizens of a republic or certain classes of them lie in—

1. The unavoidable and persistent demands of beneficiaries of the system
for more and greater benefits ; and,

2. The perfectly normal human desire of the top administrators of a
Federal bureau to increase_ its size, scope of activity, and responsibility and
thus its prestige.

Beneficiaries find it easy to “let the Government take care of all our needs.”
That temptation is resisted only by those of exceptionally strong moral fiber
and an understanding of the economic and political consequences of too expansive
and too expensive a system.

The concepts in H. R. 6000 violate the eight guiding principles, in our opinion,
in the following particulars:

(a) Rather than adhering to the concept of a formula which will provide
basic minimum benefits, there is a strong tendency toward an attempt to
provide “adequate” benefits.

(b) Rather than attempting to keep the tax at the lowest possible rate
which will provide necessary funds to pay benefits, the base for taxes and the
;::t% are increased so as to produce a very substantial surplus in the trust

nd.
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(c) In addition to increasing benefits at this time, an increment factor i
insisted upon, which will continuously impose a higher tax burden on futur
generations of workers.

(d) Entirely new types of benefits are introduced by seeking benefits fo
those who are totally and permanently disabled and lump-sum death benefit
in all instances whether dependent beneficinries survive or not.

It is significant to note that H. R. 6000 offers more and larger benefits to eac
worker and great care has obviously been used in making sure that the improve
system of benefits, rather than the increase in the tax rate, has been strong)
emphasized in all publicity which has eminated from Washington.

It is doubtless true that the very small pay-roll tax which employees huv
paid has caused most of them to have a distorted or at least an uninformed poin
of view relative to the cost which will be imposed upon their children to pa
their parents benefits if the system is expanded in a manner suggested by th
Social Security Board.

May we respectfully suggest that perhaps the greatest service this Congres
can possibly render will be to “reaffirm their belief in the validity of the origina
concepts of the Nocial Necurity Act” and take the necessary steps to have th
act as universally understood as possible by all workers who are or may becou
a part of the system.

SEcTION IV
PROVISIONS OF H. R. 6000 WHICH WE OPPOSE

1. Anyincrecase in the wage basc abore $.3.000

Raixing of the wage base above $3,000 is in violation of guiding principle:
III, IV, V, and VIIL

A wage base above $3,000 serves only to increase benefits for better pai
workers and is entirely unnecessary to establish a basic minimum level o
benefits.

The primary weakness to be corrected in our social security systein at the pres
ent time is the inadequacy of henefits for those workers who earn average wages o
less than $3.000 per year. A change in the wage base as has been proposed h
the Social Security Board ($4,800) would benefit essentially a group of semu
skilled and highly skilled workers. This, in our opinion, is one of the specia
groups clearly identified by “industrial boundaries” who are individually, o
together with their employer, amply able to provide whatever benefits they ma)
desire above the basic minimum level. There is ‘no necessity for transferring
this particular responsibility to the Federal Government.

Such a change might accommodate 1355 percent of presently included
workers whose earnings average $3,000 to $3,600 per year, 13 percent of includec
workers whose incomes average $3.600 to $4,800 per year, and 8.4 percent whos
incomes exceed $4.800.° The change would be of negligible consequence benetit
wise to the group who earn §3,000 to $3,600 and certainly is in nowise neces~:r}
for the 13 percent who earn more than $300 per month or those who earn S .5
per year.

May we emphaxize, out of our experience, that there is a very import:u
psychological factor to be considered in connection with changing the wage base
The present law clearly implies that those workers who earn more than $3.004
per year shall be responsible for any desired benefits above those provided b)
the Federal Government. In the event this Congress reaffirms this principle
we believe such action will go far in impressing upon the average worker thal
he does have this responsibility and he will proceed to do something about it
On the contrary a change in the wage base by this Congress will create in hi
mind the general impression that future (ongresses will likewise change the
wage base to accommodate his situation and he will be encouraged to neglect
his personal responsibility in this matter.

It may be argued that it is desirable to increase the wage base due to the
fact that taxes levied on the increase over $£3,000 will more than offset the
benefits which will be paid by reason of such increase. If this is true. we
suggest that the argument is lacking in validity and only opens up an invitatior
for those persons who are in that particular wage category to insist that some

? Social Security Board charts submitted to Senate Finance Committee, hearings 1. R
6000.
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future Congress improve their particular benefits, arising from wages earned
above $3,000, in order to correct the “inequity” in the relationship between
henefits and taxes paid. This would be the next excuse for substantially in-
creasing the benefits.

2. The inclusion of any lump-sum death benefit

This is in violation of guiding principles III and VII.

Our association is greatly concerned over the fact that H. R. 6000 contemplates
paying lump-suimn death benefits equal to three times a worker's primury benetit,
whether there are dependent beneficiaries to receive income or not. The present
law pays such benefits only in the event there are no dependents entitled to
receive such income.

We insist that the inclusion of any death benefit whatever, under a system of
Federal benefits, is contrary to the concepts of the act and wholly unnecessary.
We again direct your attention to the fact that 80,000,000 citizens of the United
Ntates are covered by private insurance for a total amount of more than $21:2,000,-
000,000. You will doubtless agree that this 80,000,000 will include a great
majority of the 60,000,000 persons who comprise the working population and
more particularly the 45 to 50 million persons now covered, or who are likely
to be covered, under the proposed amendments in H. R. 6000. The payment of
such a death benefit is a direct departure from the purposes of the social
security program, which is to provide retirement funds and to alleviate the
distress of those persons who, by reason of the death of the worker, do not have
a basic minimum level of income. We feel sure that it wuas not the original
purpose, and should not be, of such a program to provide what amounts to a
system of “funeral benefits.”

Perhaps the first results of such a program would be to increase the cost of
funerals of deceased yorkers in lower income groups. This would impose a
hardship particularly on lower income groups who :dare not eligible for benefits
under the act.

This, we feel, represents a direct invasion by the Federal Government into a
field which is already well covered by private enterprise and we, therefore,
respectfully suggest that all provisions providing for lump sum death benefits
should be stricken from the act.

Once the principle providing for the universal payment of lump sum death
benefits has been extablished, future Congresses will be called upon to consider
the “inadequacy’ of such benefits and it will readily be pointed out that it is
quite as important to provide all workers with a fund, payable to their estate,
which will be sufficient to pay not only funeral benefits but “any and all expenses
connected with their last illness,” thus transferring that particular responsibility
to the Federal Government also.

3. Any inclusion for total and permancnt disability benefits

This provision violates guiding principles 11I and VIL

This amendment introduces a completely new concept into the act which we
believe ix fundamentally unsound for the following reasons:

(a) It will create expensive and extensive administrative problems and pro-
cedures and will solve very few of the problems of disabled workers.

(b) This law will not be more than 1 or 2 years old until its advocates will be
back asking the very pertinent question “So long as Congress has agreed to
take care of those persons who are disabled for 6 months or longer, what good
reason prevails to indicate that the Federal Government should not take care
of those persons who are disabled for 1 week, 1 month, or 3 months?”

The Social Security Administration made such a request to the House Ways
and Means Committee in 1949, and we presume it is only temporarily dropped
from the list of “asks” because it was conspicuously unpopular in 1949.

(¢) A system of primary benefits as provided in H. R. 6000 would be neither
adequate nor appropriate to care for workers who are actually totally and per-
manently disabled.

Disabled workers would fall into categories ranging from those who require
hospitalization, constant medical care and nursing, to those who are in need
of a rehabilitation program in order to equip them to properly reenter the labor
market. The system of primary benefits would be entirely inadequate to cover
the first situation and would be an inappropriate type of benefit to fit the second.

Proper treatment for totally and permanently disabled persons involves the
following precedures ;

(1) A correct diagnosis of the illness or impairment involved.
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(2) A prescribed procedure for correct treatment to reinstate the worker
in the labor market at the earliest possible date.

(3) Supervision to make certain that the prescribed treatment is followed
meticulously.

(4) Proper administrative procedures for rehabilitation, including very close
and realistic supervision of such cases to prevent malingering.

These procedures, we believe, cannot be moxst satisfactorily accomplished by the
Federal Government. In the event such services are provided at the Federal
level, they will be subject to many abuses.

Such a system of benefits disturbs the original concepts of the Social Security
Act and will create a greatly expanded bureaucracy which would become, at best
a ‘‘political tool of whatever administration happened to be in power”. We
suggest :

1. That such assistance as may be required for those who are totally and per-
manently disabled and such rehabilitation programs as may be necessary to
reestablish the disabled worker in the labor market should be a responsibility
of State and local Governments. If Congress is willing to extend the scope of
coverage of the Social Security Act and improve the benefits, the State and
local Governments should be substantially relieved in the public-assistance
field. It is doubtless true that many of the cases of total and permanent disabil-
ity which are presently in existence are already being cared for on some baxis
through the public-assistance program.

Therefore, it ciannot be said that it will unduly increase the load on the
State and local governments, but as their load is decreased by improving the
Social Security Act the State and local governments should be able to very
adequately care for their disiabled citizens who are not covered by private plans.

The necessary requirements for each such disahled person, varying as they do,
cin be appraised and provided for much more realistically at the local rather
than the Federal level. There would be little or no alertness on the part of the
local public to attempt to prevent abuses of the system and also to prevent malin-
gering if the general attitude of “why worry—the Government is paying for it
anyway” should prevail. We believe, on the other hand, the local publie will
be very alert to abuses and malingering if it is “their specific tax money which
is being spent.” Thix would be equally true whether benefits are provided by
general taxation or some form of tax applicable to the specific class of workers
who may receive benefits,

4. The inclusion of any increment factor whatever in determining the benefit
for retired workers or surviving dependents

This violates guiding principles III, 1V, V, and VIIL

The ¢ffect of any increment factor in a benefit formula under a Federal s,vst_«'m
of benetits is to provide increased benefits for those with longer wage credits
Such a program would seem to be based on the theory that each worker should
receive benefits directly related to his total contributions. The benefit formula
proposed in H. R. 6000, and more specifically in our recomrmendations, m:lk{
it obvious that such is not the case. If this were the case, 1 percentage would
be applied to the total wage base in determining the primary beneﬁt. instead of
applying a large percentage to the first bracket of average mnnth]y income an
a smaller percentage to the remainder of the average mont!lly income. Sucl
an approach is contrary to the true concept of the social-security progranm.

Under a Federal system of benefits which forthrightly recognizes ﬂlilt bene
fits arise from a tax upon the wages of the workers who are iqcluded in ordei
to provide benefits for workers who have retired or beneficiaries of deceasc
workers, it is entirely unnecessary and inappropriate to pl‘ojgct the equit)
theory into such a system. To do so, only confuses the basic theory anc
fails to take into account the most important point of all: namely, that worker
who have presently attained age 65 and desire to retire have as great a nect
for a basic minimum benefit as those who will retire 10, 20, or 40 years hence
So long as it is commonly agreed that the financing of the .\'0('!11]-.\‘9(’\11‘1“‘ systen
need not be and should not be on an actuarially sound basis, any attempt U
i se the equity theory only adds confusion.
lmfll‘);)lee ;eco(:g] nfost importint point is that, by introdqcing the i.n('l‘enlt‘ll
into the formula, the present Congress is presuming to impose an ln(‘l‘(‘vil.\'t‘j
benefit load, through increased pay-roll taxes, upen future g.en.e.ratmns of w')rl\
ers who may be entirely unwilling to assume SUCh.l‘eSDODSlbl]lty. Frankly. ll
younger workers were thoroughly conscious of the increased tax burden whit
will be imposed, we doubt seriously if they would favor such a system.
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SECTION V

THE PROVISIONS OF H. R. 6000 WHICH \WE FAVOR, TOGETHER WITH ADDITIONAL
SUGGESTIONS

Based upon the fundamental guiding principles which we have offered for
vour consideration, the National Association of Life Underwriters favors the
following amendments to the Social Security Act:

(1) A change in the title of H. I&. 6000 as follows: “The Federal Retirement
and Dependents Benefit Act of 1950,

This suggestion is consistent with our first fundamental guiding principle.

The Congress acted very wisely when the Pure Food and Drugs Act was
enacted.  Among other things, that act provided that all articles of food and
drugs should be clearly and correctly labeled in order that the public will in
no wise be deceived.  We hold that it ix equally important that the publie should
in no wise be deceived in the matter of social security. We suggest that the
word “retirement” is more significant than the words *“old age’” due to the fact
that the act, in reality, contemplates that workers will retire before benefits are
paid and the mere attainment of so-called old age in no wise assures a worker
of benefits. We also believe that the words “dependents’ benefits” more accu-
rately describes the class of beneficiaries who will actually receive benefits than
does the rather all-inclusive word *“survivors,” as the term is generally
understood.

The generial characteristics of the social-security system are not such as to
indicate that the word “insurance’ should be included in the title. The benefits
provided are not insurance in the true concept of the word, nor as the term
“insurance” has come to be understood by the American public. We offer the
following arguments in favor of this statement:

(1) There is no contractual agreement under socinl security which guarantees
that benefits in a stipulated amount will be paid in consideration of specific
premiums. Quite the contrary is true. Congress will doubtless change the
schedule of benefits from time to time. During the past 10 years Congress
bas acted to change the schedule of pay-roll taxes which was provided in
the original act. In view of the fact that the person who is covered does not
have a guaranteed benefit, nor is he protected by a contractual arrangement
whereby his taxes are fixed beyond the power of Congress to change the rate,
it is unreasonable to attach the term “insurance” to such a system. It is well
agreed that there cannot be and will not be a tixed relationship between the taxes
paid by each worker and his benefits at retirement or for his dependent
beneficiaries.

In its true sense, insurance contemplates a correct relationship between
premiums paid., the age of the insured, and the maturity of the value of the
contract at death or some predetermined age. This is not true in H. R. 6000
and should not be true in any scheme of Federal benefits.

In a great majority of life-insurance contracts the policyholder builds cer-
tain equities in the contract which are available to him to do with as he pleaxes.
Nuch is not the case in the Federal system of benefits, the taxpayer being limited
to the strict provisions of the law.

It is our contention that a system of benefits which will most adequately serve

the needs of the greatest number of workers and their dependent beneficiiaries
will eliminate entirely the theory of “‘equities” and will forthrightly recognize
and state to the public that each year's benefits represent a charge upon the
general economy of the same period in which the benefits are paid. with a nominal
accumulation of reserves for contingency purposes only.
_ I_t will, of course, be contended by the strong proponents of H. R. 6000 that
11 appropriate to label the socinl-security system as “insurance” due to the
fact that it “distributes the risk among surviving workers in the system for
lﬂssf*s which fall on dependents of deceased workers by reason of the loss of
!he income of the deceased worker.” We readily grant that this is one character-
Istic which is somewhat similar to insurance, but we in no wise agree that
it ix cprrect to label the whole system “insurance’” when all of the other charae-
teristics common to the system are in no wise the same nor even similar to the
characteristics of the American life-insurance system.

(2) An extension of benefits under H. R. 6000 to include all who are gainfully
€inployed, wherever such coverage is administratively feasible,

This recommendation is consistent with our general definition and is designed
to implement fundamental guiding principle II.
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Our association wishes to endorse and respectfully ask favorable consideration
from this committee in retaining unaltered section 210 (k) (3) (B), H. R. 6000,
pages 4849,

The subsection provides as follows: “(3) Any individual (other than an in-
dividual who is an employee under paragraph (1) or (2) of this subsection)
who performs service for remuneration for any person * * *

"(b) As a full-time life-insurance salesmman * * *”

May we remind the committee that Mr. M. Albert Linton, testifying on behalf
of the Life Insurance Association of America and the American Life Convention
before this committee on February 10, 1950, offered a similar endorsement of this
subsection.

Enactment of this subsection will enable our members to be included for
benefits with proper payment of taxes. Such inclusion we have sought for many
years,

It has been argued that it is unwise to impose a social-security system in-
volving pay-roll taxes on groups of persons a majority of whom do not wish
to be included. It is contended that they receive bhenefits they do not seck
and have imposed upon them taxes which they do not wixh to pay. We believe
this reasoning ix not valid, due to the fact that the same group of citizens will
ultimately contribute a certain percentage of their number to the relief rolls
for some form of public assistance. Funds to meet their assistance require
ments must be raised by general taxation and, therefore, the worker who is in-
cluded in a system of Federal benefits must contribute through a general tax
levy to provide the funds for public assistance and, at the same time, assume
a pay-roll tax which is designed to be adequate to provide the benefits for those
who are in hix benefit group. This, we believe, is the strongest argument for
extended coverage.

There seems to be general agreement among actuaries that the ratio of workers
age 20 to 64, inclusive, to persons past age 65 is constantly diminishing. This
indicates the probability of a heavier tax burden on workers in the future to
provide benefits for persons in retirement. As the system of IFederal benefits
matures, with a higher percentage of retired persons receiving benefits, we
believe that the demands *“to be included” from groups who are not included
presently will increase very sharply. Should a future Congress conclude to pro-
vide such beneflts, many citizens would receive substantial benefits, without
having paid an appropriate pay-roll tax to assumme their share of the burden
in caring for retired workers during the time they were earning wages.

Some have suggested that there is a top limit beyond which pay-roll taxes
should not go; and, after that limit is reached, additional funds to provide bene-
fits will have to be contributed by an appropriation from general revenues. At
that point it will be extremely difficult to deny benefits to any group whether
they have paid taxes or not.

To summarize, if social security is good, then each citizen should benefit from
it; and, if it is bad, we feel that each citizen should be in on the big mistake.

(3) Any benefit formula which will provide a primary benefit equal to 60
percent of the first $50 of average monthly wages, and 15 percent of the next
$200 of average monthly wages: This suggestion implements guiding principles
II, III, IV, and V.

It will be noted that this formula provides benefits which are somewhat less
but similar to those recommended in H. R. 6000. It has the advantage, however,
of providing larger minimum benefits for workers in the very low-income groups,
and we believe it is important to establish a formula which favors this group.

A formula which provides benetits equal to 15 percent of average wages above
the first bracket as opposed to 10 percent of such wages will create a systen
of benefits which is much more realistic for better-paid workers and will tend
to relieve future Congresses from coping with the problem created by the comnr
plaints of better-paid workers who will insist that there is a very poor relation-
ship and one adversed to them when the 10-percent factor is used in calculating
benefits. This problem will be greatly accentuated as the pay-roll taxes increas,
and this would be a good way and a good time to avoid that difficulty.

(4) We favor liberal conditions of eligibility for benefits.

We recommend that conditions of eligibility for retirement and dependents’
benefits maust be sufficiently liberal to include as beneficiaries as large a per-
centage of workers who pay taxes and their dependent beneficiaries as is possible.

(5) We recommend a work clause which will enable a worker qualified for
benefits at age 65 to earn an amount equal to $50 per month without any reduc-
tion in his social-security retirement benefits, as is currently provided in H. R.
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¢000. We also favor removal of the work clause at age 70 rather than age 5.

These suggestions are made to implement our fundamental guiding principles
1, 111, 1V, VI, and VIII.

We believe that no particular good is to be accomplished by insisting upon 4
work clause continuing to age 75. Whatever merit there may be in the act being
desicned to eliminate “marginal workers” from the labor market would be nulli-
fied unless the work clause is entirely removed at age 70.

Our association would also like to suggest that a work clause be included
which would enable a widow, who is othewise eligible for dependents’ benefits,
to ecarn S50 per month without impairing her widow's benefits. Whatever amounts
she might earn above $50 per month in average wages should act as a reduction
against her social-security benefits in the saume amount by which such wages
exceed $50 per month.

() NOTE.—As this statement is being prepared, the Board of Trustees of the
National Association of Life Underwriters has under consideration the following
recommendation. If included in the statement, it will carry our endorsement.

We favor a revision in the benefit formula which will provide an improvement
in benefits for workers who defer benefits past age 635, equal to 3 to 5 percent of
the primary benefit at age 65 for each year of deferment; the deferment not to
extend past age 70.  (Wife's benefit not to be improved.)

While the benefit formula in the present Social Security Act has been inade-
quite to allow workers to retire, even on a baxic minimum level of benefits, it is
extremely doubtful whether more than 50 percent of our workers desire to retire
at age 65, particularly if they are in good health. The present system has the
general effect of “enforced retirement” if a worker ix to reccive benefits. While
we appreciate the fact that it is difficult to devise an entirely satisfactory plan
which will allow workers to “eaxe up’’ rather than retire, we suggest that the act
should encourage workers to continue past age 65. Hence, our suggestion of
the change in the formula.

The actuaries of the Social Security Department are the only ones< who have
the basice data upon which to determine the cost of such a change in the formula.
We presuie, however, that it would not impose as great i cost as the 1 percent
increment factor which has been proposed by the Social Security Board and
would serve a much better and more practical purpose for workers who are
covered.

If all workers were to retire at age 65 there would be, hypothetically, little
extra charge on the trust fund if all workers deferred retirement to age 70 and
by so doing, improved their benefits by 20 percent (4 percent improvement per
year). The question to be determined is the average age at which workers will
retire with the improved benefit formula, and the number who would probably
defer retirement if their benefits were substantially improved. It is our opinion
that a 3 percent annual improvement in the benefits would not place an undue
burden on the trust fund and that 5 percent is probably too great an improvement.
Actuarial study should determine the answer to the problem--we suggest the
fundamental principle.

In this same connection, the position of the worker paxt 63 would be substan-
tially improved if all pay-roll taxes for him and his employer could be eliminated.
It would add to his incentive to continue working and to the incentive of his
employer to keep him on the job. This poses another actuarial question, the
answer to which might prove interesting to the committee.

Section VI

PUBLIC ASSISTANCE

Our committee on social security has not undertaken to make an exhiaustive
Study of the very involved public-assistance question. The committee has, how-
ever, considered the statements which were presented to the Committec on Ways
and Means in 1949, the statements which have been presented to this committee,
;md ttlhe comments of well-informed persons who hiave studied the question at
engtn,

Ax a result of this admittedly limited investigation we are led to muke the
following observations pertaining to the so-called public-assistance sections ot
H. R. 6000.

I. Whereas improvements in the Federal system for providing benefits at retire-
ent and benefits for dependents of deceased workers are presumed to progres-
Sively eliminate the necessity for the IFederal Governmen: to partiipate in
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public-assistance programs, we are at a complete loss to understand where th
suggested amendments move in any direction other than directly opposite fron
this principle. There certainly is no merit whatever in improving the retiremen
and dependents’ benefits under the Federal system and, at the same time, impo-
ing a greater load on the Federal Government for public assistance, which shoul
fall within the province of the State and local governments.

II. As the public-assistance section of the act is designed, it lepresents an opei
invitation, in fact an urge, for the welfare departments of the various States t
use all their ingenuity to get the greatest number of people on their relief rolls a
quickly as possible. As a matter of fact, it would appear to be a law which wouls
almost impose upon the wealthier States the obligation to violate the true con
cepts of public assistance in order to protect the financial position of their owi
State against the tremendous demands for public assistance by States whos
economic situation is not so fortunate. 'There surely can be no merit in a lav
which encourages this type of procedure.

III. The features of the public-assistance sections which are most dangerou
and violate forthrightly our concept of “States’ rights™ are those which provid
very substantial Federal funds for assistance in the various States but only pro
vided the State welfare agencies comply with rules and regulations which are
set down by some administrative head at the Federal level. This at once put
every Ntate government on their knees before a IFederal Bureau because ang
failure to comply with the wishes of the Federal Administrator would bring
down on the head of the State welfure director the wrath of all groups whe
were clamoring for public assistance and wanting to get their hands on “the
Federal funds.”

Business interests of States which are less fortunate, economically, would alsc
l.e insisting that the State welfare director comply immediately because Federa
funds flowing into the State for public assistance will substantially improve the
seneral purchasing power and thus the business conditions in States which are
heavy benefactors under the Federal assistance program. The committee surely
has ample evidence before it, which is indicative of the vast difference in tech
niques which prevails in determining those persons who may be "‘needy” in ont
Ntate as opposed to another, and thus eligible for public assistance.

IV. We are going to be <o bold as to suggest that unless a public-assistance see
tion of the act can be drafted which will correct the obvious objections to H. R
6000, the Congress would do much hetter to omit that section of the act entirely
until a better approach to the problemn can be devised. This is based upon the
fundamental theory that no improvements in the law will be much better than
adding objectionable features and magnify the existing ones.

SecrioN VII

CONCLUSION

In conclusion, we would like to reiterate three suggestions which are embodied
in this statement.

1. Congress should adhere to the orizinal concept of the Social Securtiy Act and
devote its attention primarily to improving the scope and benefits of the act <
that the original objectives can be attained.

2. Some set of guiding principles should be agreed upon which will act as
guideposts for lawmakers, administrators, as well as workers and their depend-
ent beneficiaries.

3. In view of the fact that no man or group of men are iable to predict, with
any degree of certainty, the full implications of a greatly expanded system of
Federal benefits, we again suggest that any percentage of error should be on the
conservative rather than the liberal side. We repeat, future Congresses will have
little ditficulty in correcting errors of conservatism and will find it almost impos-
sible to correct errors which promise benefits beyond the willingness or ability of
our children to pay them.

It ix always better to promise little and perform more than it is to pronse
much and fail to meet the promise.

The CiratrmMaN. Mr. Guernsey? The next witness is Mr. S. Ken-
drick Guernsey, executive vice president of the Gulf Life Insurance
Co.

Mr. Guernsey, you have with you Mr. Turpin. Mr. Turpin 1
from Macon, Ga.. and he is here 1n connection with your statement
on this matter?
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STATEMENTS OF S. KENDRICK GUERNSEY, EXECUTIVE VICE PRESI-
DENT, GULF LIFE INSURANCE CO., JACKSONVILLE, FLA., SPEAK-
ING ON BEHALF OF LIFE INSURERS CONFERENCE, AND WILLIAM
TURPIN, GENERAL COUNSEL, BANKERS LIFE AND HEALTH,
MACON, GA.

Mr. Guernsey. That is correct.

The CuaikManN. I am sorry that due to a serious accident to his
mother, Senator Byrd is not able to be present this morning.

Mr. Guernsey, will you identify yourself for the record !

Mr. GuernseEy. My name, gentlemen, is S. Kendrick Guernsey. 1
am vice president of the Gulf Life Insurance C'o., Jacksonville, Fla.,
and 1 very deeply appreciate this opportunity to appear before you
this morning.

Realizing that you are quite far behind in vour schedule, T shall
(ry to be br ief, and perhaps will speak a little more rapidly than 1
should like.

The CHAIRMAN. You may take your time, Mr. Guernsey. l‘ry, if
vou will, to finish your testimony before lunch time, however

Mr. Guernsey. Thank you.

This statement is wspe(lful]\ submitted on behalf of the Life In-
surers Conference, an organization of which my company is a mem-
ber. together with 50 other companies. These companices, principally
located in the south and southeast portion of the United States, are
generally referred to as the weekly premium life insurance companies,
Including companies outside of this area, our total membership is
domiciled in 22 States. providing employment to over 55.000 home
office and field personnel. s vou no doubt know, companies of this
type write life m=urance in small amounts, averaging about 250 per
policy—although many of these policies are in even <maller amounts.
The premiums are paid usually on a weekly basis and ave collected
by agents who call at the home of the policvowner. Most of these
companies had their begimning during the first half of this century and
are the small and medium-sized companies in the life-insurance indus-
try.  IFFor convenience, they might e called the small businessmen in
the life-insurance field. The ])()]l(l('h which these companies write
are attractive to the large masses of our lower-income employees and
workcrs who by nature or habit do not set aside suflicient moneys to
payv their life-insurance premiums on a semiannual or annual basis.
TLis means of distribution has rendered a great service to that seg-
aent of the American people who otherwise would not have found
such protection available.

We feel it essential that you consider this background in conjunc-
tic vichihe way in which H. R. 6000 would deal w th these companies
and their policyowners, for it is not exaggeration to say that the con-
tinuance—the very life—of many of these smaller companies may be
dependent upon vour complete understanding of all effects of this
proposed legislation.

We find it much more desirable to appear before you favoring and
endorsing a program rather than opposing one. Therefore, lot me
say at the outset that since social security as we know it today has
been accepted in principle by the people of the United States it seems
reasonable to endorse a moderate increase in benefits to make the sys-
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tem more realistic, provided. always, that the people can and will p:
for it. 'We naturally assume that such proposed revisions would coi
template that the plan be maintained on a self-supporting basis. 1]
planning such changes it would seem vital to the committee’s deliber:
tions that you have available the services of an independent actu:
who 1sin a position to raise issues as well ax answer technical question

In our opinion, the proposed new types of benefits are directly co
trary to the established purposes of the Social Security Act. Hon
ever, believing that other segments of the life-insurance business a
better qualified to deal with most of those proposals, we are electn
to confine our testimony to one of these features of the proposed bi
which, if enacted, would immediately and drastically af&ct our bu-
nesx existence for reasons which I will state. I refer to the funer
or so-called lump-sum death benefit.

At present the act provides for a lump-sum death benefit. to be pa
in the event an insured worker dies without leaving a survivor imm
diately eligible for benefits. We understand that this provision w;
adopted. not because of an existing social problem but as a carry-ov
of an original money-back principle. H. R. 6000, however. provides
lump-sum death benefit for all insured workers, whether or not oth
benefits have been paid. The amount of this lump-sum paymel
would be equal to three times the insured worker's primary montl
benefit. Here again there appears to be no justification in a socia
insurance program for the continuation of a guaranteed payvment n
intended to meet a social need.

Latest figures indicate that approximately 80,000,000 persons in tl
United States own life-insurance policies. As has been previous
stated in testimony. a large segment of those in covered employmel
today have made provision for their funeral expenses through owne
ship of some kind of life insurance. Of this number of persons, tv
out of every three. or over 55,000,000, pay life-insurance premiums «
the weekly basis and on policies in smaller'amounts. Let me emph
size that the life-insurance business has done one of its most outstan
ing jobs in the distribution of voluntary protection to meet the nee
of the lower-income workers and employees—the same lump-sum pa
ments on death which this section of the bill proposes to duplicate «
take over on the assumption that a need exists. The amount of ~u
weekly premium life insurance in force in the United States is ov
$32,000,000.000.

Senator Kerr. Is that a part of the $207,000,000,000 referred
earlier in the day¢

Mr. Guer~seYy. Yes, Senator.

Now it may be possible that a frugal employee. for example, ow
ing a $5.000 life-insurance policy would not allow a funeral bene!
in the neighborhood of $150 to affect his individually purchased in-u
ance. On the other hand, there is little doubt that the low-income e
ployee. owning insurance in small amounts, and, through force
circumstance, watching every penny, would discontinue-the private
purchased small insurance policy, especially when he realizes that 1
1s being taxed for similar Government lump-sum death payment
And inevitably the removal of incentive to private thrift would me:
that oncoming generations would increasingly rely on the Governme:
rather than their own efforts to take care of the inevitable expen~e

death.
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In most instances, the small life imsurance policy has taught the
lower income employee and his family their first, and probably only,
continuing example of thrift. If you remove it. you will weaken and
perhaps (feﬁtr(.)y his one financial demonstration that he believes in
private initiative and dependence on himself.

Rather than deal entirely with national figures and averages, 1t
would seem of equal importance and interest to imtroduce an example
and to show just how such a proposal would affect our business and
policy owners in a specific State.  We have chosen for this illustration
the State of Virginia because of its stable economy—being neither pre-
yanderantly industrial, agricultural, nor to any large degree affected
»y tourist trade, though my own State of Florida and others we have
considered, would show comparable figures. The population of the
State of Virginia is :11_)p1'oximatel_v 3,000,000 persons. There are In
force in that State 3.372,000 weekly premium life insurance policies,
representing over $814.000,000 of life insurance. Simply stated, there
i~ already 1n force in Virginia more than one policy for each inhabi-
tant of that State.

Senator Kgkrr. Could you tell us how many inhabitants of that
State do not have such a policy?

Mr. Guernsey, It would have to be a guess.

Senator Kerr. Would you make a guess?

Mr. Guernsey. Senator. I fear a guess would not be of great value
to you. I would have no idea.

Senator Kerr. You do know that there are quite a number who do
not have any such policy /

Mr. Guernsey. Admittedly.

Senator Kerr. Would you say that you could safely estimate that
half of them do not have’

Mr. Guernsey. 1 would not consider any figure I might give you
a safe one, because it would be a guess.

The conspicuous absence of a social problem to be solved in this
mistance points to the unnecessary inclusion of the proposed lump-
cum death benefit in this bill.

If this effort of free enterprise is not recognized and the lump-sum
death benefit is retained in H. R. 6000, then the $51+.000,000 of volun-
tarily purchased life insurance in this one State alone would be put in
Jeopardy and, if not immediately, would, in our opinion, through
Government competition. begin to disappear.

Following this same example further, it is of equal important to
show how these small privately purchased policies pay benefits. Last
vear in the State of Virginia there was paid out on 24369 weekly
premium life policies death benefits amounting to %£4.334,000. In ad-
dition to this imsurance in force and benefits paid, there are millions
ot dollars of life insurance in force in larger amounts under ordinar
and group life insurance contracts. In fact, the total amount of life
m~urance in force in that State is 1n excess of $3,000,000,000.

Senator MILLIKIN. Are we talking here about insurance to take care
of funeral expenses! Is that what we are really talking about !

Mr. Guernsey. Exactly.

This is the story of only one State. A similar outstanding job is
being done elsewhere in the Nation. A pauper's burial, known fre-
quently a decade or two ago, is now almost unheard of.

Senator MiLLikiN. Do we have any statistics on that ?

60805~ S0-—pt. 3 — -8
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Mr. Guernsey. No,sir: nothing except our observation.

We do not presume to speak for all weekly premium life insuran
nor the larger companies writing such life insurance which do n
belong to this association. Nonetheless, it must be apparent that the
business would be affected in proportion to ours. There is also reas
to believe that were this proposal enacted, it would not be long befo
appeals would be made to further increase these benefits to compe;
sate for increased costs of funerals, thereby putting in jeopardy li
insurance in even higher amounts.

We are sincerely convineed that this public need is not only beir
met, but that every year a better job is being done. We feel that 1
public has demonstrated its wishes on this point by its large sc:
voluntary purchase of life insurance. We therefore see no realist
purpose for the inclusion of a lump-sum death benefit in H. R. 6
and strongly urge that the provision be stricken from the bill.

It 1s contrary to the basic prineiples upon which the economy of th
great country is founded for the Government to enter into a fic
where private enterprise has made such a contribution and for whic
it has so ably demonstrated its ability to adequately provide.

(rentlemen of the committee, T find it diflicult to speak without en
tion on this subject for in this plan T <ce o clearly a perfect examy
of the type of proposal which has brought ~o many nations of tl
world today to that position where they are dependent upon the Unitq
States of America, a free enterprise nation, for the es<entials of I
which their socialistic <y <tems cannot provide.

Two yvears ago it was my privilege to visit 20 nations, where I soug!
and found the opportunity to talk to men and women of all statior
in life—porters in hotels, waiters, drivers of busses, small merchant
business and profe-sional men in the larger fields, American consu
and ambassadors, and governing official< of the countries in which
wis a visitor, including mavors, governors, prime ministers, and pre-
dents. I sought to learn without fear or favor what they thought
the governing policies of their country. Particularly did I seek th
information in those countries where the so-called welfare state hu
made the greatest inroads, and T am thinking primarily of Austral
and New Zealand. who<e peoples in most respects are more like o
own than those of other nations. With the exception of those who we
forming or administering the socialistic policies of those nations,
found dissatisfaction, dixillusionment, and in many places, discourag
ment. Many <aid to me, “.\ few vears ago we said it can’t happen her
but 1t did. The symptoms, the trends are identical in yvour counti
today. If vou would keep your country what it is, you will go ba
to America and use your utmost effort to preserve and protect the
things which have made your country great.”™ That is why I am hel
today.

You are aware that in recent weeks the citizens of both Austral
and New Zealand have rebelled against the impractical theories «
dreamers and the wastefulness of bureaucratic administrations ai
replaced them with a government wherein there is a hope of equali
and opportunity for all. To be sure, I am here to try to protect t
interests of my own company and a large segment of our policy owne
I am here to fight for the li%le-insurance business as a whole, but abo
all, I am here in a conscientious and hopeful effort to try to do n
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part to preserve those things which have made by country the admira-
tion of all others, except those who have envy or malice in their hearts.

We sincerely believe that the decision which is made in connection
with H. R. 6000 will determine in large measure the extent to which
individual responsibility and private initiative are subordinated in
this country to Government control—or—ecall it what you will. We
do know that the prosperity of this country under it~ present system
should dictate a far wiser plan for its future than that conceived 1n
this section of the bill. The proper action is to strike the lump-sum
death benefit from this act.

The Cuamrman. Mr. Guernsey, we appreciate vour appearance, sir.

Are there questions?

Senator Myers. 1 just wondered whether this gentleman appeared
when the original social security bill was under consideration, 10 or
INOTe years ago,

Mr. Guernsey. No, Senator, I did not.

NSenator MiLLikiN. 1 would like to ask Mr. Cohen, Mr. (‘hairman,
whether he has any statistics on pauper burial.

Mr. Coren (Wilbur J. Cohen, technical adviser to the Commis-
stoner for Social Security). We have some statisties, Senator Millikin,
from the public-assistance figures, as to those burials of people on
the public-assistance rolls, with which we can supply you.

The Crairmax. Anything that bears on this question, Mr. Cohen.

Use oF PPUBLIC Fuaps FOR DURIAL OF NEREDY DPERSONS

Pabhe assistance agencies in the United States generally have policies that
mike it possible to provide for bunal of needy persons.  Sonme assistance
agencies make padments directly to the undertaker or others for bhurial of an
assistunce recipient. It is common practice also to permit recipients of assist-
ance to maintain cash or liquid asset reserves to meet the cost of such contin-
gencies as last illness and burial. In many States, inorcover, budgetary standards
provide for including a suin for insurince premimns in determining the aanount
of the money payment to the recipient. kKven if the cost of insuriance premiums
I~ not specitically taken into account in determining how much assistance a needy
person ix to receive, the recipient is tree to use his money tor this purpose if
he wishes.

On the basis of reports received from 37 States, it ix estimated that in the
Nation in the fiscal vear 1949, payiments for burial from assistance tunds, in-
chuding funds appropriated for old-age assistance, aid to dependent children, aid
to the blind. general assistance, and burial assistance, were aoout S5.500,000,

Although there is ~ome provision for meeting burial costs under each type of
dassistance, the problem is most acute in the program of old-age assistance, ‘T'he
table attached summarizes the provisions for burial in the Ntate plans for old-age
dassistance,

A of January 1950, 28 of the 51 jurisdictions making payments to the needy
azed had some plan for making payments for burial either to the undertaker
directly or to others,  Such payments are not subject to Federal participation,
'n ~ome Ntates amounts spent for burial of recipients are recorered from their
estates wherever possible,  In other States the recovery provision is not enfor-
ceable during the lifetime of a spouse or other dependent.  All of the 28 NStates
making pavments for funeral expenses also permit recipients to maintain cash
or liquid assets reserves which may, in some instances, include the cash sur-
render or loan value of insurance policies aud which can be used to meet burial
e\penses or other contingencies such as the expense of last illnexs, In 23 Ntates
the maximum amount of the reserve that may be held is specified in the State
blan : in the other States the amount is not indicated.

All of the 23 States that do not make vendor payments for burial permit the
recipient to maintain a reserve which may sometimes include the cash-surrender
(1 loan value of insurance policies, and may in all probability be used for burial.

Thirty-three of the fifty-one Ntate jurisdictions have provisions in their old-
age assistance plans for including an amount for insurance premiums in de-
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Seven

Nta

specify the amount to be allowed for this purpose and nine States, the maxim

amount.

paid by the recipient, within specified limits.
Although the plans of 18 States do mot specifically include an amount
insurance in determining the recipient’s needs, the item may be covered by otl
Among the 18 States with
specific provision for budgeting the cost of insurance payments are seven w
average assistance payments above the national average.
that in the absenc: of a specific provision for budgeting this item recipients .
unable to pay insurance premiums out of their current income.

budgeted items such as “Miscellaneous expense.”

In other States the amount included is probably the amount actu:

It cannot be coneluc

Old-age asgistance: Provisions for burial in State plans

Recipients permitted to main-
tain cash or liquid assets

Budget standards provide
inclusion of amount for
surance premium in mo

reserves payment
Pay(;nernts
made for . .
. : Covering burial
State b:legiu;:i?f x:nd other con- Mai N
ingencies . axi- amou
ents Cg);‘?;'n"_g Amount mum |specifi
gencies specified amount | usual
Amount | Amount specified | “'as
specified spe'::(i)ttl od paid
Alabama_ ... L ... O X | ... X
Alaska e mmimeeaeaaa X X N F P .. !
Arizona._ ... X e e een X R, X
Arkansas. ...l oo .. X ..
California. . ... ... ...... .. R DN X .
Colorado .. .o X D, G PN I, X (...
Connecticut . __ ... _...... X ). G U R D, G ..
Delaware . . . . .. .. .oeoo.o.. X > G R F - X
District of Columbia_.._....._. . G SR X Y PRI FE X
Florida . ... .. i oo emm e e . G N X .
Qeorgia. ... e e femaeceee e emee e el D. G NN FORE P }
Hawali. . oiiee .. D G b G PN PN B X
b (e F:1. T J U DU PN IUIU PR D, G PN I S
INinoiS. _ oo X . GEE I DUUSRITN PPN FNPSNIPIN NI
Indians. . .o .. X D, GEEN DRI DOIUINUIIIUION DRI RN X
Towa. o eeeeaan X D, G SN FIUIRIIDN DU PO X
Kansas ... m e e eee e D, CEEE NN N, X
Kentucky .. ..o e e e . G NI P, X
Louisiana . . ..o emeec oo cce e e . G X  |e.....
Maine. . ... ... X D, CEER RN DRI SUIRIPR SR PR
Maryland ... ... X D G PRI PSR P R a-.
Massachusetts. _.._._._......... X D [ R D G P ———
Michigan. ... .. ... ... X D, G DRI IR RN R, X
Minnesota_ __.____.. .. ........ X D, GEEN PP DR JAUN R P ——--
MisSiSSiPPI - oo cce e e e X D, CEE PO c—————-
)Y §TTT111) ¢ DS SN PP DU X X el c——-
D\ €07 :12:1 ¢ 1: VPN P FUI R D G PSR EU X
Nebraska . .o e D, G P . .-
Nevada .- o ieeeccaana- SR DRI X e . X
New Hampshire. ..._.....__.._. X D N PR P D P -
New Jersey . . ... ..oo_o._-. X D, G PO PO ST BN X
New Mexico. . .oooceoeoaaoo.. X X ORI (SDRNNIPROUI PRI PO PO )
New York oo oo X R . I N DRI U N
North Carolina . _ .. .o oo |.... ... U D R R B, PN R
North Dakota. . ... ....... X ‘\: .............................. X R
[0 1} 1 T X D, G D e X
Oklahoma __.._ ... ... .._..__.._ T Y [ D, G N X e——- -
Oregon. .. . ... .cciicuannana. X D e P L N E --
Pennsylvania. ... ... _._.._._.. X D, G PRI B T Lot O FERES
RhodeIsland . . ... . o foe e caa] e a X X ... R B
South Carolina ... - ..o ]emmmcccea]ccccccecaecemaaas D G P X N
South Dakota. .. oo eececea ) ememeeae e oo D S S X
Tennesseet . - oo cceeceeaceennee]eeemaeeaac]ecce e D, G . - )
TOXAS . oo c e e e cecesmemmemeceeeeae]eee O X |- . X .-
L 047 T, X X oo -
Vermont_ .. .oeeiiaaaeno. X D G FUNNUI NSRRI SRR BRI AN
Virginia oo e - D, G D, . X
Washington ... ... ... ... D, G R D, G I P X
West Virginia. .. oo i ccafaeen [T EO D, CHN I P .
Wisconsin. ..o .ocooeocaaaaa .. X e e X
Wyoming. ...ocoeceeaea oo X D\ G SRR PRI P PO P

! Within specified limits.
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The CHAIRMAN. In connection with that question also, Mr. Cohen,
let me make the request that you supply us, if you have it, any data
which would indicate how many people have been retired under the
A-istance Act at 65 that were originally in the self-employed class
or were wage earners, salary earners.

Mr. Conen. Yes.

In reply to the question that you raise now and Senator Millikin
1uized yesterday, we are making a study which will indicate what the
different tvpes of employment were of people who are on the assist-
ance rolls now: so that we will have the mformation as to whether
they were farmers or self-employed or whether they were covered
under the Insurance system.

The Criairman. We will appreciate that information.

Are there any further questions?

Senator Kerr. 1 would like to ask just one question, Mr. Chairman.

The CHAIRMAN. Yes, Senator.

Senator Kerr. On page 5 of your statement, Mr. Guernsey, you
sav that—

Last year in the State of Virginia there was paid out on 24,369 weekly premium
life policies death benefits amounting to $4,334,000.

If vou could give us the total number of deaths in the State of
Virginia that year, then we would know the percentage of those
dving who had these policies, would we not

Mr, GUErNsEY. Youare correct. Idonot havethat figure,

The CHAIRMAN. Could you supply that, Mr. (Guernsey ?

Mr. Guernsey. I would be happy to do that,

The CHalryMAN. I suppose from some of the insurance companies,
their records, you might get it.

Senator Mykrs. 1 might add, Mr. Chairman, that we could then
view the statement in the proper perspective: namely. that “the con-
spicuous absence of a social problem to be solved in thi~ instance points
to the unnecessary inclusion of the proposed lump-sum death benefit
i this bill.”™  There may not be a social problem, but merely because
there were policies in effect for every one person in Virginia does not
mdicate that every person had a policy. They may have had a number
of policies. And Senator Kerr's question was as to what percentage
of the population was covered by insurance.

Mr. Guernsey. I think your point is very well taken.

Senator Myers. Then. of course, we can much better determine

whether a social problem exists.
. Senator MiLLikiN. I suggest, Mr. Chairman. in addition to the pol-
icy. there are many people who do not have policies who are financially
able to provide for funerals. So there is still an open gap there as to
whether there is a social problem.

Fhe Cramsrax. Mr. Turpin, you are experienced in this field, as I
happen to know. Could you give us any 1idea about how many policies
of this character are held by the citizens of Georgia, which has a pop-
ulation almost equal to the Virginia population
~ Mr. Turein. T can give you figures from my own company, which
I~ a (reorgia company, and which has been in the industrial insurance
business in Georgia for 40 years, and with which operations I inti-
mately am personally familiar.
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The CHAIRMAN. Yes, sir.

Mr. TureiN. We have over 200,000 policies in force in the State of
Georgia, on over 200,000 different persons, of the industrial type,
which, under Georgia law. is a policy with a death benefit not excecd-
g ¥500, and in which the premiums are paid either weekly or monthly.
And coming to the specific question which the Senator asked with re-
spect to deaths and funerals, let me mention the case of Bibb County.
from which T come, and which Senator George knows intimately. I
contains Macon, a—for us—large industrial city, with 40 percent
Negro population. When I was a boy, which was longer ago than I
like to think, the city of Macon maintained a potter’s field. Macon
has no potter’s field today. and so far as I have been able to learn ha-
not had a single pauper burial, white or colored, in the last 15 year.
And the industrial insurance companies, of which mine is one of the
largest in that field, though one of the very small companies, ha-
buried those people. We are taking care of that need, sir, certainly
in the South. T am not prepared to testify about the industrial citie:
of the North. But we are taking care of the funeral expenses of the
working and poorer classes of people.

Senator Brewsrer. This would be true, would it not. that prac-
tically all of these would be for people in the lower-income hravLet\f

Mr. GrerNsEY. That is correct.

Senator BREwWsTER. So that if we had the figure as to the number
of people with moderate incomes, in the one-, two-. and three-thou-
sand-dollar class, that would be the fairest comparison to determine
how adequately they were covered. The social problem would not
arise with people with incomes above those amounts, would it. to
any degree?

Mr. Guerxsey. I think vou are correct, sir, but there is one inter-
esting fact that T think would surprise you gentlemen. It has been
very pleasing to us and interesting to find that men who have become
successful in after life. who received their first taste of life insurance
on the little 25-cent or 50-cent policy. and now may perhaps have a
million dollars in life insurance, are still retaining those initial pol-
icies, perhaps for a sentimental purpose. It would not be significant,
but it is interesting to those in the life-insurance business.

Senator MakrTiN. I would like to suggest this, Mr. Chairman:
Using the Commonwealth of Virginia as an example, there are so
many policies there. Does that include fraternal policies? There
are a great number of fraternal insurance policies in the Northern
States which provide a funeral benefit.

Mr. Guernsey. If they come under this classification it would
imclude them.
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The CatRMAN. It i1s the weekly benefit plan.
Mr. GuernseY. The weekly benefit plan; yes.
Senator MarTiN. There are quite a number of fraternities that also
have an insurance benefit, and particularly the funeral benefit, and

I wondered whether that immecluded those.
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Mr. Guernsey. It would if the payments are made weekly.
The C'raikMAN. Thank vou very much, Mr. Guernsey.
Mr. Guernsey. Thank vou. Mr. Chanrman.
(At the request of Senator Butler, the following tables are inserted

in the record :)

ExHIBIT D.—Social-sccurity versus railroad-retircment monthly survivor
benefits—a comparison

] e, | TR 6000, Railroad
'\;'i(t '\,'l ; :,f",‘ social sccu- | retirement,
S Tity proposed 14950
Manimum survivor benefits possible: '
Aved widows_ ... el £34. 20 $45. 30 $40. 61
Widows with children_ ... . ... 34.20 AR30 | 40.61
Children . e e 22. %0 1 4R 30 27.08
Widowand lchild. ... ... ._._. R 5700 ! W6, ) L7 69
WAAOW oo oo e V 34. 20 w0 | 4061
R 22,80 145,30 27.08
And 2children .. ool { 22 %0 29 %) 708
Motal . e rAUR. (] 12% R0 94.77
(225 | ars0 | 2nom
. i ol b 21.25 3750 27. 08
Widow and 3 or more children or 4 or more children_._._.. 21 25 37 B0 27 08
21. 25 37. 80 27. 08
Total (prorated equally) . .. ... ... . Nh. 00 150. 00 108. 32
Maximum________.____.___. e 85 00 150 00 108, 32
Parents e e e 22.80 1 48 30 27.08
|

175 percent of the primary insurance amount for first child and parents.

Source: Rail Pension News, published by the Nuationul Railroad Pension Forum, Inc., 1104 West 104th
Pl Chicago, I1l.

The above exhibit D has been submitted by Mr, Thomas G. Stack, president of the National Railroad
Penvion Forum, Ine. (8 voluntary organization of umon and nonunion rail workers), February 1950,

ExHIBIT E—FouRrR TiMES 114 PERCENT EQUALS 6 DPERCENT

One rail worker pays 6-percent railroad-retirement tax. One industrial worker
pays 114-percent social-security tax. Therefore, one rail worker pays ax much
tax ax the combined tax of four industrial workers.

Nocial security provides four industrial workers and their families with retire-
ment and survivor benetits as compared to railroad-retirement benefits received
by one rail worker, for whom there are no family benefits until after his death.
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Social security versus railroad retirement tar rates and monthly bdenefits—a

comparison
. .. | H. R.6000, Rallroad
S:’it":,‘l ;;g‘l)‘ soclal secu- | retiremeut,
o |rity proposed 1950
TaX Fte (LOTCONT) - o o e oo e e e e e e e e e e m e S RPTA 11l 1y
(:nst Per MONLN . e mmmemmec———————— ;l_ 75 ' 7 f$4— 507 ~_$1‘x m;
COSt POT YeAT C o e e e mmmmme e aem——ean 45 00 ‘ 54 00 216
Mr:uuirlmm retirement benefits possible to 1 worker and his o : . '
amily: i
Old age. ..o 45.60 ' 64. 40
3 Y 1 L ) 22 %0 32 20
Husband and Wife. .- oooo oo G40 96,60
Dependent children. ... ... ... .. ieea.. 316,60 353,40 ‘
Total. .o I el L 144 W
_ ' K5 00 150. 00
Maximum retirement benefits possible to 4 workers and their n5 00 150. 00
familes_ ... .. .. .. ..._..... e x5 00 150. 00
5. 00 150. 00
) Total . e 340 00 600. 00 |/
.\Iu.\'lmum survivor benefits jossible: Widow and 3 or more )
children ur 4 or more children, of 1 deceased worker_.______. n5 00 150. 00
. ([ xs00|  150.00
Maximum survivor benefits possible to 4 familes of 4 deceased x5 00 1500 00 10N 32
workers 4. . ... ... ... ... e e x5 00 15. 000
5 00 150. 00
Tota). . e eme—e—————- 310.00 600. 00 |}

1 On $250 maxinum earnings per month.

? On 3300 maximum earnings per month.

: Pro rated equally.

+ 4 widows and 12 or more children, or 16 or more children.

Source: Rail Pension News, published by the National Railroad Pension Forum, Inc., Chicago, In.

The CrairMaN. The next witness is Dr. Ernest H. Hahne, presi-
dent of Miami University, of Oxford, Ohio, and member of the board
of directors of the Cincinnati Federal Reserve Bank Branch.

Will you have a seat, please. sir/ What particular phase of the
proposed bill do you propose to cover?

STATEMENT OF DR. ERNEST H. HAHNE, PRESIDENT, MIAMI UNI-
VERSITY, 0XFORD, 0OHIO, AND MEMBER, BOARD OF DIRECTORS,
CINCINNATI BRANCH, FEDERAL RESERVE BANK

Dr. Hiune. Mr. Chairman, it is my intention to speak bricfly
about the self-employment tax and the relationship of the extended
coverage to the general costs of government. I am interested in tho-e
two phases primarily because I have taught public finance at North-
western University for 26 years, and I speak primarily as a per-on
interested in the tax aspects of the bill. .

The Cratryax. We will be glad to hear you. I was simply mquir-
ing on behalf of some of the Senators who may be required to go o
the floor.

Dr. Hanxge. I realize the time limitations, Mr. Chairman.

The CiiatrMaN. We will be pleased to hear you.

Dr. Hauxe. I will be as brief and succinet as I can under the
circumstances.
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The CiairdaN. You are dealing with what to my mind is an impor-
tant issue in this legislation, and that is the self-employment problem,
including the self-employment tax.

Dr. Hanxe. I am attempting, sir, to not duplicate what you have
already heard, but to pick out the self-employment problem and focus
my attention upon it.

The CrrairMaN. Yes, sir.

Dr. Han~xe. My first proposition is that we are trying to levy a
self-employment tax, and in doing it, we are introducing into our
tax system a new tyvpe of tax. The Ways and Means Committee
report in August last year specified that unless the net earnings from
self-employment amount to more than $400, and are less than $3,600
a ~clf-employed person does not pay a =elf-employment tax on the in-
come. and he receives no credit for old-age and survivors insurance
benefits,

So it is that specific thing, Mr. Chairman, that I am interested 1n.

'The CriairyaN. Yes.

Dr. Hanxe. Now, the reason that I call it a specific tax and speak
from the point of view of one who is interestet{) in public finance 1s
that it has a base, that 1s to say, from $400 income to $3,600. In the
second place, 1t has a method of computation, which is specified def-
mitely n section 211. And in the third place, it has a rate which
1~ specified In section 1640. 1 will not enumerate those rates, Mr.
(Chairman; you are so familiar with them. In the fourth place, it has
exclusions from gross income. And in the fifth place, it allows
deductions from gross income, and therefore has all the characteristics
of an individual tax.

Now, my third proposition is that it is not a payroll tax. It more
closely resembles, in my opinion, a personal income tax with a $400
exemption and a $3,600 maximum. And therefore, being at the pres-
ent time, according to H. R. 6000, levied upon urban self-employed, it
must be regarded as essentially a tax that classifies the ux!b:m self-
employed businessmen as an employee. Psychologically, sir, it reduces
him from an ordinary entrepreneur with the standing of a businessman
toa wage earner.

My fourth proposition is that this tax is not a contribution, in
the sense that the present taxes levied under the Social Security Act
are; because it possesses an element of legal compulsion, as distin-
guished from economic compulsion. And if the self-employed persons
wanted the benefits that were proclaimed by the sponsors of the bill,
they would, as Mr. Benson pointed out, seek mclusion in this act
voluntarily. .And therefore the element of compulsion is present.

I will not go any further into this statement. I am assuming, Mr.
Chairman, that the printed statement may be included in the record.

The Citamraan. Yes: we would be pleased to have your entire state-
ment included in the record.

Dr. ITanxe. In that way we can be brief at this juncture.,

My next proposition is that this self-employment tax differs from
the pay-roll tax in that it cannot be shifted. Here is a small-business
man; and this tax is levied upon his net earnings. .\nd it so defined
In the Act. (Consequently, lmrl)ike a payroll tax, which enters into the
costs, as computed by lawyers and accountants, it is not shifted, and
therefore the small-business men fall in a little different position than
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the ordinary concern that pays both the pay-roll tax of the employers
and the employees.

My -ixth proposition is that the burden of the self-employment
tax falls most heavily on marginal enterprise. Very frequently the<
businessmen are operating very small stores of various sorts, they are
highly competitive, and they would prefer to work for themselves
rather than become employees in larger concerns. They have very
smal capital invested. And in many instances it seems to me that hy
forcing them to pay a self-employment tax we nullify the very ob-
jective of this law by perhaps forcing them to become employees,
Because they are marginal-business men.

The Ciramryax. We are at least forcing them to invest to what we
think 1 wise for them tobuy.

Dr. Hanxe, That isright, sir.

My seventh proposition is that under the guise of social security,
the self-employment tax capacity actually promotes insecurity. In
times of full employment, the small urban businessman retains hold
of his business because he feels that there is more long-run security
than he would obtain if he were to go into other enterprises where he
would become an employvee and perhaps be tied up with strike-infested
industries or industries that are more subject to the whims of the busi-
ness cycle.

In other words, in my judgment, this is the straw that breaks the
camel’s back because it is a tax upon the small-business man. .\nd
it is not inconceivable, moreover, Mr. Chairman, that the self-employ-
ment tax will cause many a small-business man to abandon his own
enterprize and enter the labor market in the areas that are already
congested, thereby increasing the in-and-out movement between the
insured and the uninsured urban employment, ultimately changing
the actuarial basis for the computation of the average monthly wage,
or the years of coverage for the benefit payments. And for thowe
reasons, the social-security amendments that are proposed under H. R.
6000 actually may promote, in the long run. insecurity, while designed
to aim at security.

My eighth proposition, Mr. Chairman, is that the self-employment
tax lacks the primary essential of certainty. .Adam Smith long ago
laid down four essentials of the tax system—equality, certainty,
convenience of payment, and productivity. .And he placed first and
foremost certainty. The reason he did this is that the individual
taxaver should know that he was paying a specific tax, but that all
other taxpayers similarly situated, too, were paying that tax. .\nd
under this bill the rates imposed upon the emplovee and the sclf-
employed are different and therefore it makes « difference as to how
the taxpayer is classified, as to whether he is self-employed or an
employee. Therefore, he may be in and out, sometimes, of the labor
market, and both the continuation factor and the increment factor
that the bill considers actually take into consideration this uncer-
tainty, and vour committee has already heard of the uncertainties
that will be involved, Mr. Chairman, by turning over to the Treasury
the questions of discretion as to when a man is or is not self-employed.
I am not going into that at this juncture because of the pressure of time.

My next proposition is that this introduces a dangerous special-
income-tax principle. Now, a special income tax has not been of
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any particular danger in America, but it has in other countries. And
in effect. this is a proportional income tax levied upon the low-income
aroups. in addition to the progressive rates of the income tax, personal
icome tax. Therefore, what we are doing is making 1t %()ss‘il)le
to add ~pecial income taxes from now on for =pecial benefits, because
thi~ introduces the benefit principle along with the ability-to-pay
principle of the personal income tax. .And thereby this bill consoli-
dates the benefit prineiple with the ability principle, and introduces
<ubstantial confusion into the tax system; and as the pressure becomes
more and more acute, later on for more and more revenues, we are
likely to say, "Let us add particular or special taxes to meet particular
costs of Government.”  That danger, as I =ay, has'not been so impor-
tant in this country, but it has been important elsewhere.

Senator MiuikiN, Could vou say that another phrasing of yvour
point would be that it is bad fiscal policy to tie up your tax system
with collections for special purposes?

Dr. HanxNe. That 1s right.

Senator M1LLIKIN, Just as it 1s bad governmental policy to tie u
a given amount of your revenues for definite purposes, with the result
that ultimately all of your revenues are strait-jacketed and yvou have
no flutdity for your general expenditure purposes.

Dr. Hiaxe. That is the entire difficulty with the benefit principle,
where we have our gasoline taxes tied up. for example, simply to
roads, improvements. and for no other purposes in the States. We
are then handicapped. from the standpoint of fluidity, in the admin-
istration of the revenues that the States levy.  And T think that same
principle would apply. Mr. Senator, to the FFederal Government.

My next proposition is that we should look at the implications of
thi~ self-employvment tax. DBecause. at the very time when we are
trving to promote small enterprise and protect and encourage small
business. along comes this self-employment tax, and that does not
in 1tself help the small vendor of goods and services.

I would like to recall to vour attention that when Bismarck estab-
lished the social-security system in Germany. covering sickness, ac-
cident. old age, and disability, he said that “IFor reasons of state”™—
that 1= a direct quotation. sir—he was interested in the welfare of
the working classes.  And he spoke of social insurance as a bribe.
And he used the word “bribe.”

Now, when workers look to the state for social security, they will
fisht for that state. It was, therefore, a wise policy from the Bis-
marckian point of view. So. too, when Hitler was seeking power in
1927, under the Weimar Republic, following the leadership of Bis-
marck, he tried to include the peasants and the small professional
groups and the small-business men by telling them that they should
resent exclusion from unemployment insurance. And he then won
over the small-business men to his support. That became the nucleus
for fascism and the totalitarian state that eventuated, and which,
I think, is something for which we need now to be on the alert.

Now. these are the significant aspects of public finance from the
point of view of those of us who are investigating the theories of
Adolph Wagner, as directing the policies of Germany. These theo-
retical origins do not come before Congress as a rule, but the respon-
sibility for laws based upon them is yours. And you should be cog-
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nizant of the precedent that has been set by history. And I think
that Xenophon was right, when he said: “Those w ‘ho do not learn
their history must experience it."”

My final point 1s t ﬂ)lat this tax is inequitable and dixcriminatory,
because it singles out the self-employed in the cities and excludes
the self-employed farmers. And when their representatives come
before your committee and ask to have the farmers included in the
extended coverage it seems to me that we are getting into niore and
more difficulties in administering the Social Sec urlty Aet. We all
admit that the Social Security Act as it now stands, is a necessary
phase of our public policy. Let us not go headlong into overexpan-
sion of self- emp]oye(f coverage at the present time.

Now, my reason for saying that, Mr. Chairman. is found in the
second part of my statement, namely, on page 7. The history of
veterans' pensions “shows that they tend constantly to mcrease. And
I have gone here into the history of veterans’ pensions, and I will not
belabor you with that at the present time, because of the pressure of
time.

But my next point, I think, is very important: namely, that the
social-security costs cannot be 150].1ted They must be correlated with
other Federal Government costs, because national security and social
security go hand in hand. Now, each national- and social-security
cost must be added together 1n order to gain a proper perspective from
which to judge the merits of extended coverage and liberalization of
benefits. Each possesses what is known in fiscal science as “‘coun-
tinuing costs.” Thus the Spanish-American War incurred military
costs amounting to $5582,000,000, but the continuing costs of that war.
as of June 30, 1946, had reached $2,400,000,000. Likewise the na-
tional expenditures for war, defense, and related activities between
July 1, 1940, and August 14, 1945, VJ-day. had reached %:316,439.000.-
000. and as of the midcentury point, December 31, 1949, had soared
to $471.106,000.000. according to the latest estimates of the office of
the Fiscal Assistant Secretary.

Senator MiLLikiN. It will probably cost a trillion before we aie
all through.

Dr. Hauxe. I have written an article for the Encyclopedia Britan-
nica predicting it would cost £1.,300,000,000,000. Fairly accurate e-ti-
mates have been made by the National Industrial Conference Board.
in their study on America’s Resources for World Leadership, in which
they predict the war costs in 1972 will reach %700,000,000,000. Now.
our estimates that are included in the report of the Ways and Mean-:
Committee that you have, show that when it is figured at 2 percent
that the social-security trustifund _goes up. by 1990, “to K91,000.000,000,

Now. that $91,000,000,000 debt is a part of this geneml picture and
must. be added to the contmmn«r costs of the war and these related
activities. If it 1s computed at "1/4 percent, then the trust fund may
reach $98,600,000,000. In other w ord%. 1t seems to me that the Senate
has a reqponslblht\ belind the scenes of the public press and the radio
and the commentators, here, to see where this thing 1s going before
expanding coverage too rqpldl\ at the present time.

Now, if self-employed coverage expands in the direction as it is now
included in the act, we are face to face with tremendous obligations,
because the trust fund must be added to the other obligations that are
already a part of the fiscal operations of Government. And, con-e-

h
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quently. 1t seems to me, and I need not stress it much further, that the
fact 1= that these two costs, those of national security and soc1al secii-
rity, rest in your hands, because you direct the destinies of the Senate,
‘md you must look at both sides of the case for security.

‘That, sir. is the burden of my presentation.

Senator MiLLIKIN. Do you have any statistics on the number of
aged who are on public assistance who have been self-employed during
their active lives’

Dr. Hauxe. They are not trustworthy. At Miami University we
have the Seripps Foundation for population problems, and we have
very accurate analyses of the self-employed farm population or what
thev call the lllldl farm population. 1 can give vou those figures.
But I cannot give you the urban figures.

Senator MILLIKIN. We have a dearth of dependable statistics on
that <o far.

Dr. HauNg. That is right. T think you must call upon the Federal
Security Agency, sir. I don't know where else vou could get reliable
data.

Senator MiLLikiN, They can dig up the best they can for us, you
think?

Dr. Hauxe. Yes, I think so.

Senator MiLnikin, Let me ask vou: Do the hills around Oxford
roll as attractively as they used to?

Dr. IHauNE. You are welcome to come out, sir: and our students
would be delighted to hear you at the assembly any time you come.

Senator MrLLikix. Does the spring and the fall burgeon as beau-
tifuly as 1t used to?

Dr. HaHNE. Yes, sir; just as beautifully.

Senator MiuikiN. Let us sing Auld Lang Syne,

Dr. HauNe. Thank you. sir.

The CHAIRMAN. Are there any questions?

Thank you very much.

Dr. Haaxe. Thank vou, Mr. Chairman, T am sorry to have taken
~o much time, sir.

(The prepared statement of Dr. Hahne follows:)

NTATEMENT BY ERNEST H. HAHNE, PRESIDENT OF MiaM1 UNIVERSITY, OxtoRrp, OHIO,
AND MEVBERS 0oF DoArD oF DikFciors oF CixeiNnzvil DRAONCH, F'epERAL RESERVE
Bavi

THE SELF-EMPLOYMENT TAX

V Nature of the self-cmployment tar —The Rocial Security Act amendments of
1019 oxtend the coverage of old-aze and survivors insurance to add approxi-
mately 11,000,000 new persons to the 35,000,000 now covered during the average
week  Phis new coverage will include about 4,500,000 nonfarm self-employed
persons, excluding certain specified professions and trades. According to the
report of the Ways and Means Committee on H. R. 6000 (p. 10), “Unless his
et earnings from self-emplovment amount to 400 or more in a given yvear he
Pads no self-employment tax on such income and receives no credit toward
old aize, survivors, and disability benefits. If wages are earned in covered
“inployment (upon which employment tax is payable), such wages are deducted
from the £3.600 annual maximum in determining the amount of net earnings
from xelf-employment that is taxable and creditable in any year.” But income
from casual self-employment would not be taxed.

< The self-employment tar structurc.—The base of the tax is that portion of
net earnings from self-employment in excess of $400 and less than $3.600. Sec-
tion 211 defines the method of computation and nature of *‘net earnings from
self-employment.”  Nection 1640 sets forth the rate structure: 214 percent for
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1950 ; 3 percent from 1951 through 1939; 33, percent from 1960 through 14-
and 4!, percent from 1965 through 1969 : while thereafter the rate would be 47
percent.  Exclusions from gross income and deductions, as xet forth in section
1641, do not correspond to the personal income tax. In other words, H. R. 6o
introduces an entirely new feature in the Federal tax system.

3. The sclf-emploument tar s not a pay-roll tar.—1It more closely resemble.
a personal income tax with a 8400 exemption, and 83,600 maximum, The ~mall-
business man in urban communities doex not put himself on the pay roll. e
usuilly does not consider himself a wage earner, but a businessman. This tax
has the psycholog cal effeet of classifving him a< an employee.

4. The scdf-employment tar ix not a contribution.—This tax possesses all the
elements of legil compulsion found in a tax. If self-employed persons wanted
the benefits proclaimed by the sponsors of this bill, they would seek inclusioy
in coverage voluntarily, and the payment then micht resemble more closely o
fee or price. Clearly, the House Ways and Means Committee believed a volun-
tary contribution would not be effective in accomplishing the purposes <ought
by the Nacial Necurity Administration. The report of that committee stated:
“Your committee gave thorough consideration to the possibility of coverage an
a voluntary basix, but there are fundamental objections to that approach. The
history of voluntary social insurance in the United States and in other countries
indicates definitely that only a very small proportion of all eligible individuals
actually elect to participate.” Evidently, the Social Security Administration
has decided that it knows what ix best for the ~mall self-employed businessuin.
It ix thinking, however, more precisely that social insurance cannot be e
to pay out on a ~elf-supporting baxix except by making the payment of the self-
ciiployed tax compulsory. The grasp for greater control over self-employed
small-business man ix given greater priority than either the promotion of the
individual initiative of the small-business man, or Federal aid to the <elf-en
ployed persons by exempting them from additional taxes.

D, The zelf-cmploymeaent tar cannot be shifted.—Like the personal mmcome tiany
it is levied on the “met earnings from self-employment.” Pay rolls of larger
firms are more likely to enter into the calculations of cost accountants, hut
small-business men do not, as a rule, employ the sime bookkeeping method-
Moreover, small-business men engage in highly competitive businesses. Thi~ 1~
not the time to discourage small-business operators still further.

6. The burden of the sclf-cmployment tax falls heavily on marginal entorprise —
Very frequently small-business men operating stores, of various sorts, are cow-
peting directly with agencies owned and operated by large-scale business organi-
zations, They prefer to work for themselves rather than as employees for some-
one else. Nevertheless the inevitable effect of the’ self-employment tax is to
increase the number of employees, and perhaps the number dependent upon
public¢ assistance in times of depression, thereby pullifying the very obhjective
of H. R. 6000,

T. Under the guise of social gecurity the self-cmployment taxz promotes in-
security.—In times of full employment small urban businessmen retain hold of
their businesses because they consider the long-run security of their own enter-
prixe to be more trustworthy than strike-endangered plants and industries, over
which they exercise little or no control. The xelf-emuployment tax contains
the inherent danger of proving to be the “straw that breaks the camel’s hack.”
It i< not inconceivable that the self-employment tax will cause many small-
business men te abandon their own enterprise and enter the labor marker~ in
areas already congested where the increased labor supply may extend the periml
of unemployment, thereby increasing the in-and-out movement between insured
and uninsured urban employment, and ultimately changing the actuarial ba~is
in computing the average monthly wage, or years of coverage required for henefit
payments.

N, The xelf-employment tar lacks the primary tax-cssential of certaintiy—
Adam Smith long ago laid down the four essentials of a ~ound tax or tax system—
equality, certainty, convenience of payment, and productivity in yield. He
placed certainty as the prime prerequisite of a sound tax; an individual should
know what he 15 expected to pay. and that others in similar position pay It
Tax liahility i< not established by H. R. 6000 with certainty. Under thix bill the
rates imposed upon the employee and the <elf-employed are different, and
makes a difference how the taxpayer is classified,  No doubt progress has heen
made in clarifying the legal conecept of an employee as contained in the present
hill. hut there still remains the twilight zone when an employee engages in 2
“side-line,” works elsewhere during a period of strikes, sells his own produdt
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neide at home, and <o on. In such instances the Treasuary must determine
whether the tax liability is that of an employee or a self-employed person, and
the individual will not know whether he is liable for the lower rate of the
employee or the higher rate of the self-emnployed until a decision has been handed
down by the Treasury. As a rule, urban self-employed business men are hesi-
it to employ legal services and accountants to present their cases to the
Treasary and courts; hence there is a greater likelihood of injustice and un-
cert:unty from the self-etuployvment tax than under the income tax.

9 The gelf-cmployment tar introduces the dangerous special income tar
principle—Relying upon the benefit principle the net-carnings tax appears to
be innocuous. It is, in effect, however, a special income tax, with its own pro-
portional rate structure, which at any time could eaxily be consolidated into
the Federal income tax, now based upon the ability-to-pay principle.  Since the
personal income tax with its progressive rate structure is highly correliated in
its yvield to the business cycle, it hias been supplemented by productive propor-
tional rates levied as commodity taxes. With the present widespread publie
demand for repeal of these commodity taxes, the IFederal tax system hecomes
still more treacherously allied to the whims of the business eycle, with embarrass-
ingly low yields during a depression.  Ntanding alone, the self-employment tax
violates the ability principle by taxing, not at higher rates, but, by additional
rates, those in the lower income brackets. Thus as commodity taxes are re-
peaded, the fiscal needs of the I'reasury could be met by raising the rates of
the self-employed tax, violating still turther the ability principle and stressing
the benefit principle of taxation. Npecial taxes on incomes received from such
sources as rents, interest, profits, and professional incomes with added rate
structures certainly fall within the provision of taxing incomes “from what-
ever source derived,” and seem altogether as logical as singling out the “net earn-
ings of the self-employed.” The present Congress must foresee direction taken
by the self-employment tax.

10, Ulterior purposes of the self-cmploymont tar must not be overlooked.—
Extended coverage causes 4,500,000 more persons to look to the Federal Govern-
ment for so-called social security. Under Bismark, Prussia established a so-
crutl-insurance system, including sickness, accident, old-age, and disability in-
sutance.  He became the unquestioned leader of state socialism in Gernrany.
He once stated that “for reasons of state,” he was interested in the welfare of
the wording classes, and spoke of social insurance ax a “bribe.” When workers
look to the state for social security they more willingly fight for that state.
German experience has already proved the validity of this political doctrine,
since militarism before World War I was strengthened by centralization of
political power in Germany. Likewise, under the Wiemar Republic in 1927
Hitler made an appeal to peasants, professional croups, and small-business men
stating that they should resent exclusion from the benefits of unemploymeut
insurance,  Around this nucleus he gained political strength for fascism. It
was based upon a centralization of power. The present bill in a somewhat
similar manner by extending coverage to the self-employed becomes a step caus-
ing more persons to look to the Federal Government for national and social
security,  But the German people found to their sorrow that social-security laws
did not guarantee social security. At present there is no intention whatsoever,
in our responsible political cireles, of moving in the direction of totalitarian
sovernment, whether faxcism or communixim, but equally there is little room to
doubt but that centralization of power is gained by compelling small-business men
1o join a compulsory social-insurance program. This becomes i stepping stone
to power that nright advantageously be used by power-seeking minorities.
Xenophon once said @ “Those who do not learn their history must experience it !

. Unless extcnded to cover all sclf-cmployed, the self-cmployment tax becomes
tmequitable and diseriminatory—H. 1. 6000 imposes a tax on monfarm self-
Cluployed persons. Accordimy to the report of the House Ways and Means (om-
mittee on the Social Sccurity Act amendiments of 1949 (p. 9 o difficult were
the problems of administration that it was considered undesirable to extond cov-
eriaze of the self-employed in 1939 “until the administrative acencies had further
experience with coverage of employces in industry and comimerce,” but that
how “practicable administrative procedures for coverage of the self-employed
have heen deve loped.” Despite this progress, the committee has been unwilling
‘oanchude certain professional classes, farm operators and workers., Apparentlv
the committee considers it “practicable.” on administrative grounds, to extend
tnerage to nonfarm sclf-emaployed persons, but impracticable to include other
self-employed groups.  This policy places expediency before cquity., It would
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be the course of wisdom to avoid discriminatory taxes on some self-employed
until such time as equitable taxes could be applied to all farmers and profo ..
sional groups which are also scif-employed,.

The administrative problems would mount rapidly if the present provisions
covering 4,500,000 nonfarm self-employed were extended to include 28,106.000
rural-farm population by 1953, including about 2,461,000 over 65 by 1955 and s
many as 3,488,000 persons over 63 in the rural-farm population by 1975. Since
your committee has already heard statements pointing out existing defects iy
social-security administration, it is unwise to plun<e blindly into extended con-
erage on the scale that would be required if all self-employed persons, nonfarm,
farm, ax well as professional groups, were embraced within the provisions of
the present bill. Mr. Doughton, on October 4, 1949, wixely pointed out: *“More-
over, the inclusion of larze groups of people who do not desire social-security
coverage would make most difficult the administration of the system” (Con
gressional Record, October 4, 1949, p. 14021).

EXTENDED COVERAGE, LIBERALIZATION OF BENEFIT8 AND INCREASED (COSTS OF
GOVERN MENT

1. The history of vetcrans' ponsions scerves as a guide to the future costs of
ertended coverage and liberalization of benefits.—Veterans' pensions rose from
$15.000,000 in 1866 to $174000.000 in 1913 : then to 433,000,000 in 1941 and to
$2.085,000,000 in 1948, Penxions for veterans were the forerunner of social
security. Although humanitarian motives play -a very important role in fiscal
policy, the student of economic history of the United States finds the history of
veterans' pensions a discouraging aspect of financial history., What has here-
tofore happened in the administration of veterans’ pensions could be repeated
in the hixtory of civilian security., The record isx one of waste.

2. Nocjal-security costs should not be isolated, but corrclated with other costs
of Federal Government.—XNational, and social, security costs must be added
together in order to gain a proper perspective from which to judge the merits
of extended coverage and liberalization of benefits. IEach possessex whit is
known in tiseal science as “continuing costs.”  Thux the Spanish-American War
incurred military costs amounting to ¥552,000,000, but the continuing costs of
that war, asx of June 30, 1946, had reached $2.400.000,00.0,  Likewise the national
expenditures for war, defense, and related activities between July 1, 1940, and
August 14, 19405 (V.J-day). had reached ¥X316,439.000,000, and as of the mid
century point, December 31, 1949, had soared to $471.106,000,000, according to
the latest estimatex of the Office of the Fiseal Assistant Secretary: while the
National Industrial Conference Board's study of America’s Resources for World
Leadership, baxed upon estimate x made by the War Department, fixed war costs
plus continuing costs by 1972 at N7T00,000,000 0040,

According to the estimates made by the Social Security Administration the
trust fund. fizured at 2 percent, by the yvear 1290 will reach $91,000,000.000 ; or,
it computed at 21, percent then the trust fund may reach $98.600,000,000. (See
Report of Ways and Means Committee, August 22, 1949, p. 35.)

Igmoring all other Federal (osts except national security and xocial security,
the total fature costs heing placed by this generation upon our children compels
this Congress to hesitate, and carcofully decide, whether this is the proper time
to extend coverage, and liberalize social-security benetfits,

3. Conaress once undertook to guarantcc the financial golvency of the soial-
inxurance system.—In 1943 Congress passed the Murray amendment to safe-
suard the claimants under the social-security law, because of the fear that fail-
ure to increase pay-roll tax rates at that time might impair the ability of rhe
Treasury to meet these obligations. The present attempt to place the sy~tem
on a self-sustaining basis ix traceable again to possible fears that unless the
difference between contributions and benefit payments increases in the near
future the long-run obligations will not be met except by the levy of additional
taves paid into the general funds. .\Although H. R. 6000 in effect now repeals
the Murray amendment by increasing pay-roll tax rates, the extended coverade
and liberalization of bhenefits to some extent impairs the future trust fund, when
compared with the earlier intentions of raising rates to safeguard that fund
at a time when no such extended coverage was contemplated.

Judging from the past, therefore. (‘ongress does not intend to impair the
payment of benefits, even though it may load additional taxes upon the Feder:l
taxpayers. By extending coverage and liberalizing benefits these contingent
moral liabilities increase sharply. At a time when war activities and war-
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reliuted activities for the fiscal year 1949 reached $30,684,000,000, and defense
costs continue to mount, Congress should not extend coverage that may some-
time require heavy subsidies from already overloaded taxpayers. Although
one Congress cannot bind its successors, it may establish a widely accepted con-
cept of “rights” to benefit payments that impose future moral obligations that
could become impossible to meet, because taxpayers believe other competing
claims for their support are more vital to their national security.

The CHAamrRMAN. Dr. Eveline Burns</ Dr. Burns, we may be able
to hear you, but I wanted to make a lttle inquiry.

Will vou be seated? What is the length, approximately, of yvour
statement !

Dr. Borns. I cover, sir, quite a considerable number of points, in
the program. We have made a rather careful analysis of the legisla-
tion that 1s before you.

The CrairmaN. I am afraid we will have to suspend at this point,
because of the work on the Senate floor.  You would have to remain
over until Monday. because I do not believe we will be able to have a
sess10n tomorrow.,

Dr. Buens, I would like to come down again, of course. 1 would
be very glad to do so.

The Criairaan. We are very sorry to put vou to that necessity,
but T am sure that all of us must go to the floor of the Senate this
afternoon.

So I suggest that you come back on Monday, and we will be able
to hear you then.

Dr. Burns. Thank you. I prefer to do that.

The Crraigman. Mr. Argo, I will have to make the same statement
to vou.

STATEMENT OF R. K. ARGO, PERSONNEL DIRECTOR, ALABAMA
MILLS, INC., BIRMINGHAM, ALA.

Mr. Arco. Senator, it will be impossible for me to be here Monday,
but I would like to submit my statement for the record, if that would
suit you.

The Cuarryax. Yes. And suppose you tell us what points you
cover in your statement. Then you may offer your statement for ‘the
record.

Mr. Arco. Well, T cover several points, including disability cover-
age and the definition of “employee.’

The CitatrymaN. You are not i the life-insurance field?

Mr. Arco. No, sir.

The Cirarrmax. You may have a seat if you will, there,; and if you
wish to make any oral statement in connection with vour brief, we
will be very glad to hear from you.

Mr. Arco. I would be glad for the statement to stand.

The CHAIRMAN. It full) covers your position?

Mr. Arco. Yes, sir.

The Ciiairman. For the purpose of identifying yourself, you are
Mr. R. K. Argo of the Alabama Mills, Ine., Bn'mm"ham, Ala.?

Mr. Arco. Yes, sir.

The Crarrman. And what are your mills? Textile mills?

Mr. Arco. Yes, sir.

The Crrarraran. Cotton textile mills?
Mr. Arco. Yes.

60805—50—pt. 3—9



1250 SOCIAL SECURITY REVISION

The Cuarrman. Very well. We will be glad to have your state-
ment, and we will put it into the record.

We regret that we cannot hear you orally this morning.

(The prepared statement of Mr. Argo follows:)

STATEMENT OF R. K. ARGO TO THE SENATE FINANCE COMMITTEE ON 1HE NOCIAL
SecuriTY Act (H. R. 6000)

I am R. K. Argo, personnel director of Alabama Mills, Inc., Birminghain, Ala.,
chairman of the social-security committee of the Alabama State Chamber of
Commerce, a4 member of the social-sccurity committee of the Associated Indus-
triex of Alabama, and a member of the legislative committee of the Alabama
Cotton Manufacturers Association. Today I am presenting the views of the
above-mentioned associations.

H. R. G000—Ertension of coverage.—Old-age and survivors' insurance
coverage would be extended to add approximately 11,000,000 new persans
to the 35,000,000 persons now covered during an average week. The groups
add d to the system under the bill are as follows: Nonfarm self-employed
with some exceptions: employees of State and local governments: domestic
servants in a private home ;: employees of nonprofit institutions ; agricultural
processing workers: [Federal employees not covered under any retirement
system ;. Americans employed by an American aircraft outside the United
States; employees and self-employed in the Virgin Islands (about 5.000) and,
if requested by the legislature, in Puerto Rico; and salesmen.

It “eems to be the opinion of most business groups that universal coverave
extending even beyond the sroups proposed to be covered by H. R. €000 is funda-
mentally desirable. This j.oxition contemplates the establishment of old-aze and
survivors' insurance as a basic minimum floor of protection for all zainfully
employed. It ix our fecling that, unless universal coverage was recommended,
there would be the danzer of another wholesale and costly revision of the pro-
gram at a later date in order to give other groups a new start. However, the
basic reason for recommending universal coverage is that all gainfully employed
people must be made to realize, through the taxing device, that social security
is not a give-away program, and that everyone who works for a living arnd who
expects to receive henetits from the Government must pay his share of the cost
while gainfully employed.

We strongly recommend that steps be taken to diminish or to terminate any
Federal participation in State old-age pension programs now jointly financed by
the State and Federal Governments in the field of public assistance. With uni-
versal coveraze of OASI, the Federal Government should retire completely from
public assistance. H. R. 6000 is dangerous in that it proposes more rather than
less Federal money for public assistance. If this view prevails, the political
manipulation by certain States which throws more and more of the burden onto
the Federal Treasury and reduces the State's responsibilities for old-age pensions
will be accelerated rather than diminished.

H. R. 6000—Increase in Federal share of public assistance costs.—The bill
would strengthen financing of public assistance in all States, and, particu-
larly, would enable States with low-average payments to raixe the level of
payments to needy recipients under the State-Federal programm. Federal
funds would be made available to the States under the following matching
formula :

(a) For old-age assistance, aid to the blind, and aid to the totally aud
permanently disabled, Federal funds will equal four-fifths of the first N25
per recipient plus onec-half of the next $10 plus one-third of the next $15
with a maximum of 250 on individual assistance payments.

() For aid to dependent children, Federal funds will equal four-fifths of
the first 815 per recipient (including one adult in each family) plus one-hulf
of the next $6, plus one-third of the remainder, with maximums on indi-
vidual assistanee payments of 827 for the adult plus $27 for the first child
plux 818 for each additional child in the family.

We strongly urge opposition to further increases in Federal assistance grants
to States as provided in H. R. 6000. The glaring examples of abuse and manipu
Intion by some States of the present matching formula are undesirabl: As on
eranple, the averave paid to recipients during August 1949 for publie assistance
in the Ntate of California was $70.70, as compared to the State of Georgia. $20.73
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This comparison shows the inconsistency of the program. Another fllustration:
The State of Louisiana recipients were paid during the month of August 1949
an average of $47.08, and for the fiscal year ended June 30, 1949, 810 out of each
1.000 persons 65 years of age and over were on the public-assistance roll. In
comparison to this for the same period, in the State of New Jersey, 66 out of each
1,000 persons 65 years or older were on the public-assistance rolls and were paid
S48.34.

The present type of unequal matching induces States to increase the number
of recipients rather than the average payment. The average payment per
recipient can be reduced in the present law with financial advantage to the
State, A glaring example of this is the State of Missisxippi, which from Septein-
ber 1947 to September 1948 increased their recipients by 13,728 and reduced the
average payment to recipients $1.85 ; but, due to the unequal matching, this State,
by this increase in the rolls of recipients, realized many thousand dollars more
from the Federal level than they had previously done.

WVe recommend that we return to the original dollar-for-dollar matching for
public assistance as the first step to eliminate the Federal Government's par-
ticipation in this program. We firmly believe that this is a problem which should
be handled at the local level without any Federal participation.

H. R. 6000—Definition of “employec.”—The new definition, which is ef-
fective with respect to services performed after 1949, has four parts. The
first part provides (as does existing law) that an officer of a corporation is
an employee of the corporation. The second provides that the usual common-
law rules are to be used to determine whether an individual is an employee.
Thus all persons who have been determined to be employees under existing
law will continue to be considered employvees, * * =

The third part of the definition extends coverage to individuals who per-
form services, under prescribed circumstances, in seven occupational groups.

The fourth test of employee status differentiates between individuals who
are employees and those who are not employees on the basis of a factual
considerations and not on the basis of technical legal considerations. Under
this test, the status of an individual in the performance of service for any
person for remuneration is determined from the combined effect of the fol-
lowing enumerated factors: (1) Control over the individual ; (2) permanency
of the relationship; (3) regularity and frequency of performance of the serv-
ice: (4) integration of the individual's work in the business to which he
renders service; (5) lack of skill required of the individual; (6) lack of
investment by the individual in facilities for work:; and (7) lack of oppor-
tunities of the individual for profit or loss, * * *

We believe that this test is so broad that any bureau or administrator in Wash-
ington would have the authority to rule in many cases independent contractors
could be classitied as employees. As an example, the paper industry in our
State of Alabama contracts with small independent contractors for logs used
in this particular industry. We believe, under thixs test, the administrator of this
act could hold these small independent contractors and their employees to
he employees of the contracting company. You can readily see the tax liability
that could be imposed.

We recommend that there be united opposition to the proposed revisions in the
definition of “employee.” This concurx in the Houre Ways and Means Con-
mittee minority report which said “Paragraph 4 of the definition of ‘employvee’
gives to the Treasury Departiment virtually unlimited discretion, through au-
thority to extend the definition of ‘employee.” to determine where the impact of
the social-security taxes will fall. As a result of this authority, large numbers
of persons will have no way of knowing their social-security tax liability until
the Treasury determines it for them.”

We therefore recommend that existing definitions of employee now contained
in the law be retained ; furthermore, with universal coverage, the need for re-
Vising the definition of “employee’ is no longer of major importance.

H. R. 6000—Pecrmanent- and total-disability insurance—

Coverage: All persons covered by the old-age and survivors insurance
program would have protection against the hazard of enforced retirement and
loss of earnings caused by permanent and total disability.

Benetits : Permanently and totally disabled workers would have their bene
fits and average wage computed on the sitme basix as for old-age benelits, but
no payment would be available for dependents of disabled workers.

Eligibility for benefits: An individual would be insured for disability
benetits if he had both (a) 6 quarters of coverage out of the 13-quarter
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period ending when his disability occurred, and (b) 20 quarters of coverage
out of the 40-quarter period ending when his disability occurred.

H. R. 6000 will put the Federal Government into the disability-insurance
business. The experience of life-insurance companies on disability has been
very disastrous. Many life-insurance companies, as is generally known, suffered
very serious losses during the depression. Life-insurance companies, as you
know, where they furnish disability insurance. make this available only to
select groups at a high rate; but, under the proposed bill, all types of risks will
be brought in and will constitute a much greater hazard than insurance com-
panies have under their policies. The trouble with disability in a tax-supported
svstem is that people will claim benefits as a matter of right because they have
paid their taxes to cover the receipts of disability. In the first place. it would
be impossible to police such a large-scale program because it is a known fact
that disability is very hard to disprove. Rheumatism, low back pains, and other
obscure things such as nervous disorders, feigned heart diseases, which keep
people from working, are most difficult to handle. Another danger in this program
is that one receiving benefits for disability will certainly want to remain on the
rolls if jobs become scarce or the wage scale falls.

You must remewnber that this is not benetits for 26 weeks or 1 yvear; it can
mean benefits for life. The xituation which we would probably face is that in the
event of a depression, in a system of this kind, when the ¢laimants have exhausted
their unemployment-compensation benefits, they would then try to prove their
inability to work and show that they are disabled and be put on the permanent
benefit rolls.

We would like to bring out one of the dangers, particularly in the textile in-
dustry. where many women are employed. Say we have a woman who has been
working in our industry for 10 years: She ix married and wants to go home.
She doex so0. and after 6 months she claims that she ix not able to work because
she ix disabled. You probably could not prove that she was not disabled, and
she claims benefits, say, for rheumatism, nervous break-down, or some other
obscure cause. You could see exactly what would be the outcome in a case of
this kind. We believe that policing this would be impossible. Just remnember that
when you become 65 years of age that is a fact, but total disability would be
mighty hard to disprove at any age.

H. R. 6000. tarable wage basc.—Under the proposed bill, the total annual earn-
ingsx on which benefits would be computed and contributions paid is raixed from
£3.000 to $£3,600. We strongly urge the X3,000 taxable wage base be maintained,
inasmuch as the entire tax plan already established ih OASI and State unemploy-
ment insurance is at $3,000. I quote from the minority report of the House Ways
and Means CCommittee, which we believe is an excellent reason why the present
wige base should be retained :

“We definitely are of the opinion that the propos<ed increase in the wage-base
limit from £3,000, as proposed in H. R. 6000, result~ in higher benefits to those
better able to provide their own protection and does nothing to increase the
benefits for those with average wages below $:3,000 for whom the system should be
primarily concerned. It increases the dollar cost of the system substantially,
provides a windfall to persons near retirement who earn $3,600 or more, and
unnecessarily complicates the keeping of wage records by employers who must
continue to report unemployment taxes on a $3.000 wage base.”

We believe benefits should be increased by increasing the formula and not the
taxable wage base. We feel that benefits as provided in H. R. 6000 go entirely
too far.

The CuamryMaN. The committee will recess until Monday morning at

10 a.m.

(Whereupon, at 12:35 p. m., the committee recessed to reconvene
Monday, February 27,1950, at 10 a. m.)
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SOCIAL SECURITY REVISION

MONDAY, FEBRUARY 27, 1950

UNITED STATES SENATE,
CoMMITTEE ON FINANCE,
Washington. D. (.

The committee met at 10 a. m., pursuant to recess, in room 312,
Senate Office Building, Senator Walter I'. George, chairman, pre-
siding.

Present : Senators George, Johnson of Colorado, Kerr, Millikin,
Taft, Butler, and Brewster.

Also present: Mrs. Elizabeth B. Springer, chief clerk, and I°. F.
Fauri, Legislative Reference Service, Library of Congress.

The CHAIRMAN. The committee will come to order.
Mr. Rieve!

STATEMENT OF EMIL RIEVE, CHAIRMAN, CI0O SOCIAL SECURITY
COMMITTEE, AND GENERAL PRESIDENT, TEXTILE WORKERS
UNION OF AMERICA, CIO

Mr. Rieve. Good morning, Senator. ’

The CHAIRMAN. You are on first this morning. We hope other
members of the committee may come in during your appearance, but
it is rather difficult to secure full attendance at any time, especially
this session.

You are the chairman of the CI10 Social Security Committee /

Mr. Rieve. That is correct, Senator.

The ("HAIRMAN. And the general president of the Textile Workers
Union of America !

Mr. Rieve. That 1s right, Senator. I am also vice president of the
CTO.

The Cuammax. You were on the Senate Advisory Council last
year.

Mr. Rievi. Yes: I was one of the two labor representatives on that
comnittee,

The CrarMaN. We will be very glad to hear you, sir, on H. R. 6000.

Mr. Rieve. T appreciate this npportnmty to discuss with your com-
mittee the (10 position on improving our Federal soc ial-secur ity
program. T am appearing here today as chairman of the CI1O com-
mittee on social security, which has a number of pr oposals for strength-
ening the bill H. R. 6000 that you are now considering.

This Congress is certainly going to pass some kind of social-secur ity
legislation. I am optimistic, you see. The need has existed for many
vears, and the demand has become too widespread to be ignored.
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Now that you have undertaken the job, it i1s our hope that you will
do it thoroughly. We urge you to adopt a program which will be
adequate for some time to come rather than to settle for the smallest
possible degree of progress.

With this in mind, our proposals go somewhat beyond both the
terms of H. R. 6000 and the recommendations of the .\dvisory Council
on Social Security, which reported to your committee in the Eightieth
Congress.

I had the honor to be one of the two labor representatives on that
Council, and I joined in its recommendations for improving old-age
and survivors insurance, and for setting up benefits covering perma-
nent and total disability. The Council’s program would be far better
than the present law: but there have been several new developments
which we think should impel you to move further.

First is the fact that pensions have become a primary issue in col-
lective bargaining. The steel strike and the Ford agreement drama-
tized the question. Today. the country as a whole accepts the prin-
ciple that one way or another industrial workers have a right to decent
retirement incomes.

I do not think any of you will deny that the steel strike, in particular,
was a leading factor in the overwhelming approval of H. R. 6000 in
the House of Representatives last year. We now have a situation in
which higher social-security benefits will reduce the actual or potential
burden on employers, as well as providing benefits for workers.

Our CIO unions entered into such agreements deliberately. It isno
part of our philosophy to win pensions for our members only, leavinu
the rest of the population to look out for itself. We want adequate
pensions for,all; and we are convinced that our efforts are helping to
get them.

As President Philip Murray told the House. Ways and Means Com-

mittee last April. in supporting the administration’s social-security
bill:

We do not regard collective-bargaining plans ax a substitute for the bhasic leuis-
lation we are asking. Rather they are supplementary, to provide more adequate
total benefits and to meet problems not covered by legislation. The poorer the
laws, the greater emphasis we will have to put on collective-bargaining sup-
plements * * * We are not afraid that Congress will do too much, but rather
we fear it will do too little.

The steel industry fact-finding board developed a similar point in
it= report on the eve of last year's strike. I assume you are familiar
with this report, but I can supply your committee with a copy if you
so desire. o

The Caamrmax. If vou will submit it. Mr. Rieve. it will be valuable
for our reference.

Mr. Rieve. We will supply it. sir. .

(The report has been placed in the committee files.) |

Mr. Rieve. In short, there may have been a time, many years age.
when certain labor unions resisted social legislation for fear 1t w'ould
weaken their appeal to workers. We in the CIO have no such idea.

The second reason why we ask you to go beyond the Advisory Coun-
cil's report is not really new. Rather,itis an old reason strengthened
by recent experience. .

We in the labor movement have argued for a long time that we must
have in this country an economy of high production and full em-
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ployment. The events since the end of the war—while they have not
been uniformly pleasant—have shown that this is not only desirable
but possible. Mo]e new avenues of progress, including the peaceful
application of atomic energy, have opened up. The conservative econ-
omist, Sumner Slichter; the President’s Council of Economic Ad-
vicers; and the President himself have all spoken in glowing terms of
our prospects.

Barring another war, there is no ceiling on our future if only we
conduct our affairs with ordinary good sense. Therefore there 1s no
doubt that we can afford an adequate social-security program, for the
cost will be relatively slight in an expanding economy.

The third reason for doing better than the Advisory Council’s rec-
ommendations may seem indirect to some of you.

In recent months, communism has won great new victories in Asia.
I think 1t is fair to say that the Communists were able to take over
China so easily because the former Chinese Government, after many
vears in power, failed completely to meet the needs of the people.

I am aware that this is not the place to discuss foreign affairs., But
I think most of us realize that everything we do, as the major anti-
(‘ommunist power in the world, has an effect on the thinking of people
everywhere.

If we fail to provide a fair measure of security for the average
worker, we strengthen the strongest argument for communism. If
the rich can retire in luxury while workers are left to charity, we
weaken the cause of democracy at home and abroad.

Now I would like to discuss briefly the specific recommendations of
the CIO. To begin with, I ask your permission to insert in the record
four resolutions adopted by the CIO convention last November, to-
gether with a resolution adopted by the CIO executive board on IFeb-
ruary 15, 1950.

In my oral testimony, I will devote most of my attention to the CIO
proposals which go beyond H. R. 6000 and the Advisory Council’s
recommendations. I do not want to burden your committee by re-
peating a mass of statistics already in the record.

~With g)ur permission I will deal in order with the three basic sec-
tions of H. R. 6000—old-age and survivors insurance. permanent and
total disability insurance, and public-assistance and child-welfare
programs. I shall also discuss our strong conviction that the program
of temporary disability insurance, rejected by the House, should be
restored to the bill.

Old-age and survivors insurance : First. Coverage—the CIO believes
that all Americans, including the self-employed, should be protected
by our social-security system. Your commiftee has already been re-
minded that the restrictions on coverage enacted in 1935 are responsi-
ble for many of today’s problems. This Congress should not per-
petuate the mistake.

Although H. R. 6000 extends coverage to 11,000,000 more persons, we
favor the broader provisions of H. R. 2893.

Specifi~ally, a number of CIO) members are included in the group
removed from coverage by the Gearhart resolution, after a Supreme
Court decision had indicated they were employees and therefore pro-
tected. Our agent laundry drivers, who belong to the Amalgamated

L 4

Clothing Workers of America, are among them. They have proposed
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changes in the wording of the law which will meet their problem
together with a brief, which I ask permission to introduce in the re
ord as an appendix to our statement.

The CHalkMAN. You may do so.

Senator MiLLixiN. Mr. Rieve, what is the basis of emploviment ¢
the ]La/undry drivers? Do they work on commission, or how do the
work

Mr. Rieve. They work on a commission fixed by the contract. T}
Supreme Court indicated that they were employees. Then the Gea
hart resolution took them out of the provision of the law. on tl
argument that they were not employees really but that they wel
independent salesmen, so to speak.

Senator MiLLIKIN. Well, there is a lot of debate on that. I did ne
want to get into that. All I wanted to find out was what is the en
ployment contract, or whatever the contract is, of the laundry worker
Do they work when they please and quite when they please, or do the
have a basic wage?

Mr. Rieve. No, they don't work when they please. They get a con
mission fixed by the contract. And. Senator, it is described in tl
appendix as to just what they are doing and what their status is.

The CrairmaN. Have you a copy of a contract ¢

Mr. Rieve. No, but we can supply that, Senator.

The CaAIRMAN. We would be glad to have it.

Mr. Rieve. Fine. We will supply it.

(The material referred to appears following statement prepare
by Amalgamated Clothing Workers on p. 1268.)

Mr. Rieve. Second. Insured status: Eligibility provisions shoul
be liberalized in order to protect as many workers as possible. W
favor the plan suggested by the Advisory Council in its report. Als
we strongly urge a provision to exclude, in determining insure
status, any quarters during which a worker was disabled or involui
tarily unemployed. H. R. 6000 excludes only the first of these.

The CHAIRMAN. Would it interrupt you, there, to ask you how yc¢
would enforce that ; particularly, now, with reference to the involu
tarily unemployed ¢

Mr. Rieve. Well. if the worker is not paying any social security, |
is unemployed. That quarter ought to be taken out in computin
his status. .

The CrairMaAN. How would you check that? You see, in mar
States the unemployed worker, i1f he has been working in a group ¢
less than eight workers. is not under unemployment compensation.

Mr. Rieve. Well, all right. The unemployment-compensation la
may have to be amended to jibe with that. .

The CuarMaN. I just wondered how you would enforce it. Ho
would you check it? How would you know it?

Mr. Rieve. The worker has to apply to the unemployment con
pensation office to see if he is covered by unemployment compens:
tion. and that office would know whether he is unemployed or not.

The ("'HAIRMAN. You may proceed. I was wondering, though, ho
we could check the involuntarily unemployed. You would obvious
have to do it. if you were going to give them full credit. And yc
refer to “a provision to exclude, in determining insured status, an
quarters during which a worker was disabled or involuntaril
unemployed.”
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Mr. Rieve. H. R. 6000 already covers the first, the disabled.

The CHAIRMAN. Yes, sir.  That is rnight.

Mr. Rieve. Now, we propose that it will be extended to the involun-
tarily unemployed. I think that there is a problem of proper enforce-
ment. but I believe that ways can be found to bring it about; that 1s,
if we would broaden our unemployvment-insurance scheme, so that a
worker has to report when he 1s unemployed in order to be entitled
to unemployment compensation, so that a record could be kept of
whether he continues unemployed for that quarter or not. Now,
there might be difficulties in the mechanical set-up. I don’t know just
how to work it out, but 1t seems to me it can be worked out, Senator.

There is no reason why an economic disaster which is bad enough
at the time should be permitted to strike again after a worker has
retired.

You see, the way it is now, the worker is unemployed, not of his own
choice. and then that is counted against him: and when he retires it is
counted against him again, because he had no earnings during that
period of time.  So he actually suffers twice.

Third. Benefit categories: We favor reducing the age of permissive
retirement for women from 65 to 60, with a similar cut 1n the age
requirement for the wife. widow, or dependent mother of a covered
worker. What is happening in this, Senator, is that the average wife
is somewhat younger than the husband is. The result of it is that on
the average the wives are about 3 or 4 years yvounger than the husbands
are: ~o that when the husband reaches 65 really he cannot retire, be-
cause his wife is not entitled to her share of his retirement, because she
15 not 65 years of age yet. So he has to almost be 70 years of age
before he retires, if he has to depend on the supplementary income
that his wife gets from the old-age pension. By reducing that age for
women, they could probably retire when the men reach the age of 65.

Fourth. Benefit amounts: Here is a point I should like to discuss at
F‘eater length. Not only do we in the C10 propose a generally higher
evel of benefits than H. R. 6000, but in addition, we would like to
make clear the principles we follow in considering this part of the
social-security program.

We do not accept the idea that social security should be only a
minimum, and a low one at that.  We are not impressed by the argu-
ments of the insurance companies that every worker should buy enough
private protection to supplement his Federal benefits.

Judged by the standards of workers, private insurance is expensive.
Also. the benefits are fixed by the original contract; they cannot be
adjusted to the cost of living. When living costs go up, the worker is
unable to buy additional protection at the same rate: his age has also
Increased.

Our union plans also have obvious limitations. They usually de-
mand continued employment by one company, or at best in one
Industry. If the company fails. or the worker goes elsewhere, the
protection is lost. To be sure, the benefits paid under union plans
can be rai-ed through collective bargaming: but this does not give the
worker freedom of movement.

Private insurance gives a worker flexibility in employment; union-
negotiated insurance is flexible in amount. But only Federal social
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insuﬁance can provide both at a cost within the average worker's
reach.

Furthermore, CIO supports the principle that benefits should have
a relation to past earnings. Those who earn higher wages contribute
more toward the program ; as a general rule they have a higher stand-
ard of living ; and they should get larger pensions.

At the same time, we recognize that the lowest-paid workers will
reach old age with the least personal resources. We accept the idea
that their pensions should represent a somewhat greater proportion
of their past earnings than do those of the higher-paid group.

H. R. 6000 maintains both these ideas, but it doesn't go far enough
in either direction. Before getting into the figure, however, 1 would
like to make one other point.

There are a good many people today who deliver eloquent speeches
in favor of equal pensions for everybody, regardless of the social-
security system. Now this idea has a certain amount of appeal; we
do not want to see anyone suffering hardship because of old age.

The CIO is also in favor of adequate pensions for all. But we are
firmly convinced that the only realistic path to this goal is expanding
and 1mproving the present social-security system. We recognize that
millions of our citizens have reached retirement age without being
entitled to Federal pensions. We realize that millions of others will
be under the same handicap in the future—either because their occu-
pations were not covered by the act. or because they were not covered
for a long enough time to draw full benefits.

These are a part of the growing pains of social security. They are
the reason why we are urging more general grants for old-age assist-
ance. But they are not an excuse for abandoning the social-security
program itself.

Senator MiLLikiN. When you say, Mr. Rigve, “but they are not an
excuse for abandoning the social-security program itself,” you are
referring to the insurance program ¢

Mr. Rreve. Yes: I am referring to abandoning our present social
security in favor of a flat amount for everybody.

Senator MILLIKIN. .\ contributory insurance system is what you are
talking about?

Mr. Rieve. Yes, for everybody.

I have read about testimony before your committee favoring a
flat benefit of $25 or $30 a month. That’s not a pension; it’s a parody.
Yet even paying this amount to the 11,000,000 Americans over the age
of 65 would cost more than $3,000,000,000 a y ear. A flat benefit of
$50 a month would cost more than $6,000,000,000 a year.

The conservatives who have spoken favorably of flat-rate pensions
are not among those who are willing to pump additional billions into
the Federal system. We suspect their real aim is to break down the
whole social security program.

We in CIO, on the other hand, have no objection to expenditures of
this size for old-age pensions, provided the money is raised and dis-
bursed in a fair and sound way. We believe these conditions can be
met by following the existing social security pattern, with the im-
provements we suggest.

I would like to remark, in passing, that we deplore the opposition of
private insurance companies to higher Federal benefits. In the first
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place, we do not believe these companies have an inherent right to make
money from the insecurity of our people. In the second place, we are
convinced—and the record bears us out—that the Federal plan en-
courages the purchase of supplementary insurance, because the Fed-
eral pension helps bring an adequate retirement income within reach.

Here is what the CIO proposes as a prograimn for liberalizing bene-
fit amounts: The calculation of the average monthly wage should be
revised. This calculation is of primary importance in determining
what the worker ﬁets in the way of a pension.

As you know, hourly paid workers cannot, as a rule, work full time
throughout the year. Seasonal unemployment is typical of many in-
dustries. Others close down at intervals because of mmaterial shortages,
weather conditions, or other factors.

Under the present law, these periods of involuntary unemployment
also reduce the workers’ pension rights. H. R. 6000 applies a remedy
only in the event of permanent and total disability. This is not enough.

We suggest that the average monthly wage should be based on earn-
ings in the highest quarters of five consecutive years—the 5 years which
produced the highest total earnings.

The benefit formula I am about to propose is based on the assump-
tion that you will adopt this suggestion. We are primarily interested
in a certain level of benefits. If the average monthly wage is brought
down by a different method of calculation, we naturally want to in-
crease the percentage of the average monthly wage which is paid as
a pension.

Actually our recommendations on the benefit formula are at a mini-
mum level from our point of view. As I have indicated, we believe
social insurance payments should be enough to maintain an American
standard of living. At the same time, we want. to be practical; so
we have scaled down our proposals to a substantial degree.

We favor the provision of H. R. 6000 regarding the first part of
the benefit formula: that is, a primary benefit of 50 percent of the
first $100 of the average monthly wage. But we believe that the per-
centage for wages in excess of $100 should be doubled, permitting 20
percent to be added to the primary benefit.

The CrarmMaN. Mr. Rieve, at that point: Mr. Murray did, did he
not, advocate the administration bill, that is, the bill first introduced
in the House, H. R. 2893/ And that bill had this formula: Fifty
percent of the first $75 of average wage, plus 15 percent of the next.
$325. You are suggesting a change there?

Mr. Rieve. We are. That is right.

The CHAIRMAN. You want 50 percent of the first $100, and then
a doubling of the percentage for Wa%es in excess of $100, to permit
20 percent to be added to the primary benefit ¢

Mvr. Rieve. That is right, yes.

We also favor the present 1 percent annual increment, rather than
the one-half of 1 percent allowed in H. R. 6000. And we urge that
the wage base be raised to $4,800 instead of $3,600.

We have prepared a table comparing the benefits under this formula
with the present figures, and with those contemplated by H. R. 6000.
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Comparison of benefits after 20 years of coverage protided by tvurious plans
(8ingle person)

CI0 proposal Present law H. R. 6000
) Monthly aver-
Method of calculation _ ... ... . _____. e Best quarters age of total
in 5 consec- taxable wages | Entire period
utive years (reduced for ol coverage !
: periods of non-
coverage)
Amount of average monthly wage:
100 ... __ .. e e e e ee et eeesscmemcemeeeeaaa—- $60 $30 $55 0
2;15‘8 ................................................ 72 38 60 50
________________________________________________ 84 42 Hh_ )
| 96 48 71.50
8300 . meaml 108 48 7700
S400 . e c—c———————- 132 48 T

LAfter 1955, henefits are re luce 1 by periods in which the worker was not covere.l.

I will not take the time to read the figures, but you will note that we
propose, for a single person after 20 vears of coverage, a minimum of
€60 and a maximum of $132, compared to a minimum of $55 and a
maximum of $77 under H. R. 6000.

The greatest differences occur in wages of more than ¥200 a month.
This is in line with our belief, as I mentioned earlier, that benefits
should be related to past earnings. We are willing to modify this
relationship for the sake of the lowest paid: bit we must accept the
unhappy fact that many wage earners are paid too little to build up
adequate pension reserves. We cannot correct the inequities in our
economy by means of the social security system.

This 1s why we urge a primary benefit of 20 percent, instead of 10
percent, of wages above %100 a month. A similar approach is in-
volved in our view on the annual increment.. While we hope you will
extend coverage to all workers, we do not think you should penalize
those who have been making contributions for many years.

At the same time, we do not believe there should be too drastic a
reduction imposed on those whose periods of covered employment are
interrupted. We feel the continuation factor in H. R. 6000 cuts
benefits too far.

We advocate a wage base of $4,800 because this figure, in terms of
wage and price levels, is equivalent to the $3,000 base of the prewar
vears. Anything less than %¥4.800 is a step backward, and puts an
adequate program that much further out of reach.

Also. the $25 minimum in H. R. 6000 is entirely too low. even though
it is much better than the present $10. We propose a minimum of $5¢
a month for all covered workers.

After all. the aim of social security is not to provide a little spending
money for aged workers who must find other means of support. We
want to do better than that; and to do it, $50 a month is as low as we
can go.

Along the same line, we vigorously approve the provision in H. H
(:000 permitting outside earnings up to $50 a month. Together witl
our proposed benefit minimum, this opens the way to a $100 monthly
income for a retired worker in the lowest pension bracket who retain:
some earning power. Certainly this is more realistic than the $14.9¢
limit for the saine worker today.
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The maximum for family benefits, in our opinion, should be 80 per-
cent of the average monthly wage, without a dollar ceiling. Toc
off benefits at $150, as H. R. 6000 contemplates, would defeat the
purposes of social insurance where there are a number of dependents.

Sumple justice calls for higher dependents’ and survivors’ benefits.
The surviving dependents are just as important as the surviving work-
ers, though the latter have held the spotlight.

A widow should receive 100 percent of the primary benefits: her
living costs are just as high as a retired single worker’s. We also favor
increasing the allowance for the first child or dependent parent of a
deceased worker to 75 percent of the primary benefit, as set forth in
H. R. 6000. We are sure you agree that protection for the children of
widowed mothers has an 1mportance which transcends any statistical
analysis. Itisa form of investment in the Nation's future.

In all these cases. limiting the maximum family benefit to S0 per-
cent, of the deceased workers’ average monthly wage eliminates the
risk of excessive allowances.

Finally, we urge liberal wage credits for veterans covering their
period of service, the cost to be met from the general revenues.

You will note that I have not brought out an array of figures on
the cost. of living, family budgets and so on as part of our case in be-
half of these higher pension payments. It seems to me it is unneces-
sary to do so. Our proposed schedule of benefits is clearly not
extravagant.

Therefore I will simply point out that a budget developed jointly
by the Social Security Administration and the Bureau of Labor Sta-
tistics ealls for an income of more than %140 1 month for an aged
couple in a representative city. ‘These agencies describe the budget
as “modest but adequate.” 1 think it can be said that the first ad-
Jective is more descriptive than the seccond. \Actually. of course, we
believe these figures are not nearly adequate to provide a decent Amer-
iean standard of living.

In any event. the CIO proposals would produce such an income
only in a relatively few cases.

I would like to turn now to the second basic section of H. R. 6000,
] I l\\'(mld like now to turn to the question of permanent and total
disability.

PERMANENT AND TOTAL DISABILITY

H. R. 6000 provides payments for total and permanent disability
closely in line with those recommended by the Advisory Council. In
the opinion of CIO, no part of the bill 1z more important than this
one,

A worker who becomes permanently and totally disabled loses in
three ways. First, his income is cut off, often at the very peak of his
family obligations. Second. he often is saddled with medical costx
which consume whatever savings he may have. And third, he is very
likely to lose his insured status under the social-security laws, and
”l(:refm'e be deprived of pen<ion benefits when he reaches the age of 5.

There is presently no way for the average worker to insure himsclt
agamst this triple disaster. In my own union, the Textile Worker<
Union of America, 90 percent of the membership is protected by group

mmsurance covering disability : but the payments terminate after 13 or
26 weeks.
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Senator MiLLigiN. Mr. Rieve, is it the insurance of your own
union ¢

Mr. Rieve. Under contractual collective bargaining relations with
the employers, as a part of our bargaining, it is provided in the con-
tract that the employer takes out insurance covering these workers
for total disability from 13 to 26 weeks.

No broader insurance coverage is offered by private companies ex-
cept as part of a retirement-income program. About the only avail-
uble benefit is the insurance companies’ practice of waiving premiums
on giroup life insurance for workers who become permanently and
totally disabled before the age of sixty.

It 1s impossible, of coure, for the average worker to provide his
own disability protection through personal savings. Thus the only
recourse for the totally and permanently disabled is public relief.
Where the family includes growing children, the handicap of a dis-
abling injury or illness is therefor extended to the next generation.

There are an estimated 2,000,000 people who are not working be-
cause of total and permanent disability. Less than 5 percent are cov-
ered by the workmen's compensation acts of the various States. An
even smaller number are covered by railroad retirement legislation,
State and local retirement programs and veterans’ benefits. All the
rest are dependent on public or private charity.

The fact that the statistics in this field are so incomplete is evidence
of our neglect. If there was an organized attempt being made to care
for these people, we would have more exact information about them.

All the hesitation about moving forward in this field seems to arise
from the tales of woe told by the insurance companies about their
experience in the early thirties. If we {udged any proposal, in any
lield, according to the sad experience of those years, we would have to
be against it. We learn from experience in this country; we dont
become paralyzed by it. _ . .

It is true that the insurance companies had a bad time with perma-
nent and total disability provisions in the thirties. and it cost them
money. Could it not be possible that highly aggressive salesmanship
durine the optimistic twenties, combined with the basic mistakes of
the insurance company actuaries, was responsible?

Twenty-five years ago, when the rates for this type of coverage were
set up, the actuaries assumed that those who were totally and perma-
nently disabled had a life expectancy of less than 2 years. But medical
science—which did not consult the actuaries—added to his life span
considerably. .

Then we had a great depression. A good many people had to choose
between food and insurance premiums. Obviously those who fclt
healthy allowed their policies to lapse; those who kept the insurance
felt there was a strong possibility they would need 1t. .

I do not deny that there were fake claims—that some people tried
to use their insurance for unemployment compensation. - But remem-
ber. this was at a time when there wasn’t any other kind of unemploy-
ment compensation. . '

It seems to me that when the insurance companies assume that no
law can be drawn which prevents such abuses, they are taking a dim
view of your committee’s talents. I have more confidence in you than

that.
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A a matter of fact, we believe that H. R. 6000 provides the neces-
sary safeguards. We propose benefits in the same amounts we have
suggested for the old-age pension, including allowance for dependents.
Such a program, applied under the rules laid down in the House bill,
will rescue millions of Americans from destitution and dependency
which they now suffer through no fault of their own. We see no
reason for further neglect of this clearcut need.

Rehabilitation: Rehabilitation of the physically handicapped goes
hand in hand with aid for the disabled. e urge iinmediate expan-
sion of the present program, which the record shows has been highly
effective within its restricted limits.

According to the report of the Joint Committee on Low Income
Families and Economic Stability, 53,000 persons were rehabilitated
under the Federal-State program in fiscal 1948. Three out of four
were unemployed when accepted for rehabilitation. But after treat-
ment and training under the programn, nearly 90 percent were em-
ploved. with an average income of $1,830.

(‘urrently the number of disabled is increasing much faster than our
rehabilitation services can handle them. We support the administra-
tion proposal in this field. We also are supporting separate legislation
for other improvements in rehabilitation services,

Temporary disability: We were deeply disappointed when the
House Ways and Means Committee rejected the administration pro-
posal for a national system of temporary disability insurance. We
urge vour committee to restore the program set forth in H. R. 2893,

As you know, this program follows the pattern of unemployment
compensation. Maximum benefits are $30 for a single worker, and $45
for a worker with three or more dependents. Maximum duration is
26 weeks.

\\ number of States have established programs of this nature, but
all except one permit private insurance companies to provide the
coverage. Our experience with these plans has not been satisfactory.
Costs are higher, protection is uncertain, and there is much duplication
and confusion in the administration of the programs.

As I mentioned earlier, I have had a great deal of experience with
union-negotiated plans through my own organization. We were
among the pioneers in this field. I will not argue that our union plans
have not served a good purpose; but they suﬁ%lrl' from the same disad-
vantages as union-negotiated pensions plans,

We in the CIO are particularly anxious to avoid a repetition of the
workmen’s compensation approach. The record of the insurance
companies in this field is notoriously bad. I urge your committee to
examine the ratio of premiums to losses, as set forth on page 248 of a
volume entitled “*Spectator Premiums and Losses by State of Casualty,
Surety and Miscellaneous Lines in 1948 ; 1949 edition.

These figures show that the benefits paid out represent only about
half the premiums written; in workmen’s compensation alone, the
proportion is even lower. These facts are shocking.

In contrast, the temporary disability program in Rhode Island—the
only State excluding private companies from the system—has operated
at an administrative cost of only 3 percent of the contributions col-
lected. In this field at least, the efficiency of Government is far more
impressive than that of private enterprise.
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Public assistance and child welfarve: The CIO position in this field
was presented in considerable detail before the House Ways and Means
Committee. The record is available, and I will not belabor the ques-
tion.

In general. we endorse more liberal Federal grants-in-aid to the
States, covering the field of general assistance. We feel that depend-
ent children suffer undue discrimination because of the low limits on
Federal contributions on their behalf—limits which H. R. 600 retains,
We believe the Federal Government should insist that the various
States improve the standards of their assistance program.

We advocate extending Federal funds for public assistance to Puerto
Rico and the Virgin Islands.

Finally, we en(i:(]n'se the recommendations on child welfare services
which have been made by the American Parents’ Committee.

I have tried to give you our major proposals in the social security
field. Now I suppose it is proper to say a few words about financing
them.

I'rankly. the question of cost is highly technical, and I am not pre-
pared to @o into the details. You may recall that even the advisory
council found it impossible to make a firm estimate covering its own
recommendations.

My experience has been that statistical experts very rarely agree
among themselves. However, we in the C'10 have our own experts,
and 1 would like to submit for the record an appendix which represents
their best thinking on the subject. Mayv I do so?

The Cnamryan. You may. Just hand it to the reporter.

Mr. Rieve. In broad terms, we endorse the view of the advisory
courncil that the social-security contributions of workers and employers
should eventually be matched by the Federal Government. from funds
rat=ed through general taxation.

The council pointed out that the system starts with an accrued
liabihity, because so many present members of the working force will
not have contributed during their full working lifetime. This burden
should not be carried entirely by the pay-roll tax. Also. a Govern-
ment contribution would recoeonize the interest of the Nation a~ a
whole in the welfare of the aged. the disabled, and their dependent-.
The council also noted the relief to the general taxpayver which re-
sults from =ubstituting old-age pensions for public assistance.

So far as we can determine. our proposals can be financed within
the terms recommended by the advisory council—that ix, a Govern-
ment contribution which matches the sum raised through pay-roll
taxes.

Surely it cannot be said that such a program is beyond our mean-.
As I mentioned very early in this statement, even the conservative
economists agree that we have every chance to create a truly abundant
life in the vears ahead. We can be defeated only by our own timidity.

A few years back, the President’s Council of Economic Adviser:
~aid that the surest way to bring about an economic collapse was to
adopt policies based on one. The same principle applies to social
secnrity, .

We hope yvou will agree with us that the best social-security pro-
oram is one which expects the future to be better than the past. If
vou do. we think you can do no less than accept the proposals we
have offered.
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The ('HaikMaN. Thank vou, Mr. Rieve.

You have attached to your statement the brief prepared by the
Amalgamated Clothing Workers/

Mr. Rieve. That i1s correct. .And I would like to introduce another
document, which is sort of an outline of the recommendations for
improvement of the legislation on old-age and survivors insurance
now under consideration before the Senate Finance Committee, H. R.
6000, Tt 1s a sort of an addition to what I have presented lere.

The CuatkMan. Yes sir. You may do so.

Are there any questions?  Nenator Millikin/

Senator MiLLIKIN. Mr. Rieve, I would like to ask you for yvour own
opinion: Is it practicable in the large mass-production industries to
give elderly people who are not capable of working a full day. a part
days work? And I should sayv in connection with that that I am
not thinking of any reduction of the benetits. 1 would like to main-
tain their benefits and at. the same time make what they can earn as
something extra. having it in mind that we are developing a lot more
elderlv people than we used to have, and if we are going to have this
productivity which we are referring to and a better and increasing
standard of general welfare, we are going to have to keep people work-
ing 1f they want to work and if they are capable of working. Do you
see any reason why the larger industries could not stop this business
of junking people at relatively early age. and keep them working
longer if they want to work and are able to work. and adjust the
work hours and conditions of emplovment to their ability to work?

Mr. Rieve. I am categorically opposed to mandatory retirement.
[ think that medical science has proven that people are not. as old at
6ib today as they were 2) years ago, as a whole. Now, there are excep-
tions to that rule, as there are exceptions to all rules.

In a good many mass-production industries, where they operate
primarily on a chain or a belt system, the worker has to keep up with
that belt, and if you have some one in the middle of that belt that is
slower than the rest of the belt. it slows up production all around.
There are perhaps possibilities that that worked could be absorbed
m other operations, because there are all kinds*of other operations
ma plant. And I will say that I don’t think that industry has done
its full share of tryving to absorb the older people. I think primarily
they feel, I suppose. that the younger man is more productive. and
consequently they prefer younger people. I am afraid we are reach-
Ing again the stage we did some vears before the war—it died down a
little—where a man 45 or 50 had difficulties in getting a job, breause
mdustry felt that his productivity was limited to a few more vears and
then they would have a liability on their hands. ‘

(enerally speaking, I think a worker could be absorbed. There
are exceptions.

Senator MrLLikiN. As distinguished from mass-production indus-
tries, that would be particularly true in handicraft businesses.

Mr. Rieve. Oh, yes. There is no question about it.

Senator MiLLIKIN. A man might not be able to work 6 or 7 hours,
but le might be able to do a good 33 or 4 hours' work ?

Mr. Rieve. That could be done. There is a little cost atttached to
an employer where he has on one job two men instead of one man:
and when a shift changes there is always a little cost attached. 1

60805--50—pt. 3—-—10
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think the other man cannot pick up the machine from the one w]
left it without some little difticulty. That ix just one thing.

Senator MiLLikiN. Is there not a challenge there to industri
statesmanship?

Mr. Rieve. There is.

Senator MiLLIKIN. Industry should bear its own costs. It shou
not be shifting its costs to the public. Do you not think that that
a rule that should be followed, so far as practicable?

Mr. Rieve. Yes, I think I agree with you, Senator, on that poi
And I suppose we will have to educate industry in that direction.
don't think industry is doing it. I am not going to say that indust
is not doing it at all, but I am not, either, going to say that they a
doing their full share. They could do better than they are in that fiel

Senator MiLLikiN. You rendered a great service on the Adviso
Council. You of course are aware of the large numbers of peoy
we are going to have. We have them now, but they are gettn
larger and larger. .\nd if we are going to have this productivi
which is the basis of carrying all of our plans of every kind, all of o
Government expense and all of our private expense, it seems to 1
that we have to stop junking people as long as they have some usef
ness 1n them.

Mr. Rieve. We found, during the war, that we had no problem w1
the aged. Industry was only too glad to get them. And they render
a valuable service to their country. Without them we could n
have prosecuted the war as successfully as we did.

I see no reason why the same people cannot make an equal conti
bution to productivity in peacetime.

The CmarRMAN. Is industry making progress in that directiol

Mr. Rieve. I would rather say. judging war years as a base, th
industry is slipping, definitely slipping, making no progress in th
direction. Industry probably is making more progress in that dire
tion than existed prior to the war. I don’t think it has slipped to
bad a situation as existed prior to the war. But if you take war yea
as a base, then industry is slipping. It is laying off more people.
contract negotiations and as to old age pensions, industry insist
most instances that there be a mandatory laying off of workers at !
years or 68 years of age regardless of any kind of an investigation
to whether the person involved is still able to produce or not.

Senator MuLixiN. There are a lot of statistics to the effect that du
ine the last 10 years we have not increased our per man producti
per day. Have you any comments on that! It used to be said th
we were increasing our per man per day production about 214 or 3 pe
cent per year, but that during the last 10 years we have stopped don
that.

Mr. Rreve. I think we have a chart over here on that score. 'l
chart which I have is by the Council of Economic Advisers. It show
here, the rise in per man-hour productivity. .' .

The CHAIRMAN. Is that true, Mr. Rieve, or not, in the text
industry ? _ ) _

Mr. Rieve. Definitely true. It is definitely true in the testi
industry.

The (%HAIRMAN. You know as to that industry. .

Mr. Rieve. That arises from two reasons, Senator. It arises b
cause for 60 years or more the textile industry has been notorious
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slow in technological improvements. But they are catching up and
catching up very fast. As a result of that, productivity in tﬁe textile
industry has risen tremendously per man-hour. Because the man
ha~ a better tool to operate with, too. It doesn’t necessarily follow
that he exerts himself more, although that is so, too. But also he has

u better tool to operate with.
Senator MiLLikiN. How much unemployment do you have in the

textile industry now?
Mr. Rieve. I suppose we still have around 100.00). We used to

have 200,000. I don’t have the figures over the last 2 weeks or so. Our
unemployment has risen sharply in the last 2 months.
Senator MILLIKIN. Are you speaking generally, or as to the textile

Lusiness !
Mr. Rixve. Well, generally: but the textile industry is not immune

from it. Let me put it that way. In the textile industry, here, a year
or <0 ago. we were the first to feel the effects of unemployment ; a little
more than the other industries. I think that we are about in line now.

Senator MILLIKIN. Are imports bothering you much/

Mr. Rieve. They are beginning to, yes, very much.

The ('HAIRMAN. Are there further questions”’

We thank you very much, Mr. Rieve.

(The appendixes submitted by Mr. Rieve are as follows:)

SNTATEMENT PREPARED BY THE AMALGAMATED ('LOTHING WORKERS ON SPECIFIQ
PROTECTION OF AGENT LAUNDRY DRIVERS UNDER H. R. 6000

Muny employers, relying upon the ambiguous nature of the Social Security Act,
have sought, and unfortunately, invariably succeeded in withdrawing from cover-
age under the act, their employces engaged ax drivers by the simple device of
designating them agent drivers. This withdrawal from coverage was accom-
plished without any change in the nature of the work performed, the economie
function of the driver, or previously existing relationship to his employer.

The framers of H. R. 6000, cognizant of the economic realities prevailing among
8o-called agent drivers and other commission salesmen sought to eliminate the
dbiguities and correct the deficiencies contained in the original Sociial Security
Act by specific provision relating thereto (sec. 210 (k) (3) and (4) of H. R. 6000).

Ax the House Ways and Means majority report accompanying H. R. 6000
explained (p. 81) :

“Your cominittee believes that the usu:il common law rules for determining the
employer-employee relationship fall short of covering certain individuals who
should be taxed at the employee rate under the old-age, survivors, and disability
insurance program. The statutory provisions set forth in paragraphs (3) and
(4) (sec. 210 (k)) are designed to correct this deficiency in existing law by
extending the definition to include those individuals, who although not employees
under the usual common-law rules, occupy the same status as those who are
'm()loye«'s under such rules” [italics supplied].

Further, during the debate on the bill on the House floor, Representative Walter
‘\ill Lynch, one of the proponents of H. R. 6000 and a member of the Ways and
;",si;xsag:;rtméxt.te: matlif extpx;efisl(ysi-lia& that 1the framers of the bill intended to

rivers. e state S mg., 1st sess,, ngressi
1415;;;-1%)193, October 5, 1949) : ¢ Congressional Record, pp.

“The bill would redefine (employee) and would thereby restore coverage
{(l)‘om 500,090 to 750,000 salesmen, taxi drivers, industrial home workers, con%raz(t)
tlﬁ‘;’t,’f'l.'s, mine lessees, agent drivers and commission drivers, and other persons
(phmcally not employees at common law who were deprived of empl
by Public Law 642 Eightieth C h olution © phrus
workers wh ghtie ongress, the so-called Gearhart resolution. These
Eightioth Co(l)xg:?qgeaxtgl(‘ie?)e :gt i;rom utr;der the social-security program by the

S e ent upon their earnings fr i
"".‘:‘I‘;‘e}l as employees under the bill.p 8% from work like other groups
is our intention to bring under coverage those who were callously throw
out of social security by the Gearhart Act and likcwcise to circumuvrent Ny,w(‘rt(l);)‘::}
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lous employcrs who belicve that, by entering into contracts with agent driver and
commission driver galesmen and similarly situated salesmen stating that they aye
independent contractors, thcy can go dbehind the intention of the Social Security
Act.”  [Italics supplied.]

All familiar with the laundry industry and similar service industries know
that Representative Lynch's statement is a wholly accurate summarization of
the existing facix. Prior to 1930 there were no agent drivers in the laundry
industry. In t! early thirties, with the advent of social security, unemploy-
ment insurance, :'nd other social legislation laundry owners, seeking to reduce
operating expenses, began to convert their regular drivers to agent drivers
The general mi:thod whereby this fictitious conversion was accomplished was to
compel the driver to purchase a truck on terms providing for little or no down
payment and intalllment payments extended over a period of many years. Sig
nificantly, under the contract of purchase, each agent driver was compelled 1o
bring all laundry bundles collected exclusively to his employer until the pur-
chase price had been fully paid. The employer thus retained full control of
the driver to the same extent that he had hitherto exercised when the driver
was designated as an employee. The agent driver continued as theretofore to
drive a laundry vehicle, pick up and mark bundles, carry them between the
customers and the laundry, collect payments for services and account for the
money so collected to the laundry. The only difference was that agent drivers
received percentages of retail prices fixed to cover the agent driver's expenses
instead of fixed salaries. Even this difference, however, is illusory; the agent
driver's net earnings or take-home pay remaind identical to what his wage had
been.

Unfortunately, however, despite Representative Lynch's clear and concise
statement that agent drivers are entitled to the boenefits o0 H. .. 6000 and I+ It
6000 contemplated covering thiein, that bill would lend itself to the nurpos <~ of
the litigious employer who seeks to deprive agent drivers from coverage.

That such an ambiguity exists is established by merely looking to the House
Ways and Means Committee minority report dealing with the precise question
of agent drivers. Contrary to the majority report and Representative Lynch's
statement, the minority would interpret the proposed bill as exeluding agent
drivers (p. 200).

In sum, only by the attached ciurifying amendments will the intention of the
framers of H. R. 6000 be fully carried out. We therefore respectfully direct
the committee’s attention to these amendments and urge that H. R. 6000 be
clarified as there indicated.

PROPOSED AMENDMENTS TO H. R. 6000

Section 210 (k) (2) should be amended as follows: Page 49, line 4, omnit
“expressly” : page 49. line 5, omit “complete.” As thereby amended, section 210
(k) (2), page 49, lines 2 through 12, would read as follows:

“s * * For purposes of this paragraph, if an individual (either alone or as
a member of a group) performs service for any other person under a written
contract reciting that such person shall have control over the performance of
such service and that such individual is an employee, such individual with respect
to such service shall, regardless of any modification not in writing, be deemed
an employee of such person (or, if such person is an agent or employee with
respect to the execution of such contract, the employee of the principal or
employer of such person) ; or.”

More importantly, section 210 (k) (3) should be amended as follows: .\dil
a new subparagraph (G), after subparagraph (F), to read as follows: "(()
As an agent driver or commission driver ;.

If the Senate committee accepts the foregoing amendment, subparagraph (G).
pare H0. line 8, in H. R. 6000 will become *(H).”

Section 203 (k) (4) (F), appearing at lines 14 and 15 of page 51. should b
amended by adding the following: ‘‘(other than the investment by a salesman
or agent driver in facilities for transportation).”

CONTRACT

AGREEMENT made this day of , 19——, between ——————, with it
principal place of business located at ————, hereinafter called the Employer
and the Independent Laundry Drivers Union, Local 324, Amalgamated Clothing
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Workers of America, located at 799 Broadway, New York City, hereinafter called
the Union, for and in behalf of the members thereof now ‘eluplo,\'ed and/or
nereafter to be employed by the Employer and collectively designated as “Agent
Drivers.” .

Whereas it is the intent and purpose of the Employer and the Union that
thi~ Agreement shall promote and improve industrial and economic relationships
between the Employer and its Agent Drivers covered by thisx agreement, and

Whereas it is expected that the respective representatives of the parties to
the agreement shall represent in the shop and in their dealings the cooperat.iv.p
«pirit of the agreement and shall be leaders in promoting that amity and spirit
of good will which it is the purpose of this agreement to establish,

Now., Therefore, in consideration of the mutual covenants, promises, and
agreements herein contained, the parties hereto agree as follows: _

1. Definition.—The term “Agent Drivers” when used in this agreement in-
clude all of the Agent Drivers of the Employer, who themselves operate
lmundry routes, whether or not said Agent Drivers own shares or stock in the
husiness of the Employer. An Agent Driver i~ one who furnishes his own
vehicle in connection with the operation of a route.

2 Recomition.---The Employer recognizes the Union ax the exclusive bargain-
e representative for all of its Agent Drivers as defined in the preceding clause,
and will employ such Agent Drivers only who :are members in good standing
of the Union, and will furnish an official working card from the Union upon
commencement of the employment, In the event the Employer violates any of
the provisions of this clause the Union shall be free to take such action ax it
deems appropriate 1 week after the Uunion has given notice to the Employer by
registered mail of such violation, anything in clause 12 to the contrary not-
withstanding,

3. Status of other workers.—(a) The Fuployer shall not employ any other
employees who are not members in good standing of a local union or joint board
affilinted with the Amalgamated (lothing Workers of America. In the event
the Dmployer violates thix provision the Union shall be free to take such action
as it deems appropriate, anything in clause 12 to the contrary notwithstanding.

(b) In the event (1) the IKmployer fails to transniit to the <aid local union or
joint board atfilinted with the Amaleamated Clothing Workers of America all
suiis required o be checked off and transmitted to it by the KEmployer in accord-
ance with the provisions of the collective-bargaining agreement between the
Emplover and the said local union or joint board aflilinted with the Amalga-
mated Clothing Workers of Americia; or (2) the Employer fails to comply with
any arbitration decision or award rendered under the collective agreement be-
tween the Employer and said local union or joint board afliiiated with the
Amalgamated Clothing Workers of America: or (3) of terminstion or absence
of a collective agreement hetween the IKmployer and said local union or joint
hoard affiliated with the Amalgamated Clothing Workers of Awmerica, the Union
shall be free to take such action as it deems appropriate, anvthing in clause 12
to the contrary notwithstanding.

t¢) The Union shall not support any stoppage by said local union or joint board
afﬂliatvd with the Amalgamated Clothing Workers of America, under the pro-
visions of this clause 3, unless said local union or joint board obtain the consent
of the Union before effecting such stoppage. Said local union or joint board shall
be notified by the Union before the Union effects any stoppage under the provisions
of this agreement against the Employer.

4. Registration—(a) The Employer xhall furnish to the Union. once each
month, a written list indicating all Agent Drivers employed by it and their
helpers, if any, as well as laundry stores or other wholesale customers for whom
the Kmployer processes work. Changes made in said list shall be communicated
tu'thp Union by the Employer by means of a written supplementary list, and the
siald changes shall be incorporated in the written list furnished to the Union in
the following month.

(b) The Employer shall process work for only such laundry storekeepers or
other wholesale customers as are registered with and agreed upon by the Union,
m:d which employ only members in good standing of the Amalgamated Clothing
Workers Union, and which laundry storekeepers, if they drive a vehicle them-
s$l\-w in the operation of a laundry route, are members in good standing of the
Cnion. It is the purpose and intent of the parties, by this provision, to elimminate
destructive competition of nonunion labor to prevent undue overtaxing of facili-
tips of the Employer's laundry and to avoid vicious speed-ups. It ix the expecta-
tion and hope of the parties hereby to minimize undermining of fair labor stand-
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ards, depreciation in quality of productive work, and interference with proper
service to the public and with the earning of living wages by the Agent Drivers,
Consent by the Union to dealing with laundry storekeepers shall not be unrea.
sonably withheld, and the granting or refusal thereof shall be guided by the
policy expressed in this clause.

5. Wages.—(a) Each Agent Driver shall account to the Employer for his col-
lections periodically in accordance with the manner and method heretofore
prevailing in the plant.

(d) Out of such collections thus accounted for the Agent Driver shall. subject
to clause 16 below, retain as his commission 50 percent of said collections on wet
wash laundry bundles, and 40 percent of said collections on all other services,
The balance of the collections shall be paid over by the Agent Driver to the
Employer. The percentage of collections presently retained by the Agent Driver
shall in no case be reduced, however, anything herein to the contrary notwith-
standing.

(¢) The commissions herein provided for are adjusted so as to include expenses
incurred by the Agent Drivers in the operation of the vehicle and route, such as
advertising, tickets, license charge, vehicle registration, vehicle insurance, etc.

(d) The Employer shall furnish to the Agent Drivers weekly a statement and
route-sheet setting forth the individual retail amount to be collected from each
customer and the amount of the gross collections to be made.

(¢) The Employer shall not perform laundry services directly or indirectly
to contractors or storekeepers or otherwise, for the public, at prices less than
those charged to the public by him through the Agent Drivers.

6. Disability relief and benefit fund.—On the first day of the week following the
date of this agreement, and on the first day of each week thereafter during the
term of this agreement, the Employer shall pay to the Union’s Disability Relief
and Benefit Fund 2 percent of the net gross collections received by it from the
Agent Drivers during the preceding week. By the net gross collections is meant
that amount of collections remaining after deductions of commissions by the
Agent Drivers and after deduction of Union dues as herein provided below.
Nothing herein contained shall be deemed to be a waiver of any sums presently
owing from the Employer to the fund. In the event the Employer violates this
provision the Union shall be free to take such action as it deems appropriate
one week after the Union has given notice to the Employer by registered mail of
such violation, anything in clause 12 to the contrary notwithstanding.

7. Responsibility for lost laundry.—(a) The Employer shall be responsible for
all laundry bundles brought into the plant for processing by the Agent Drivers
and not returned to them for delivery to the customers.

(b) The Employer shall pay to each Agent Driver each week 2 percent of
the net amount of collections (as defined in clause 6) cashed in weekly, as reim-
bursement for “unknown losses’” in laundry brought in for processing and re
turned incomplete to the Agent Drivers. “Unknown losses” are such losses in
bundles returned to the Agent Driver as are not included within definition of
“known losses’ below.

(¢) The Employer shall be responsible for all ‘“known losses” in laundry
brought in to the plant by the Agent Drivers for processing and returned incom-
plete to the Agent Drivers. “Known losses” include:

1. Laundry bundles not returned to Agent Drivers for delivery.

2. Mix-ups.

8. Los: of items brought into the plant by the Agent Driver for processing by
piecework r:ather than by weight.

(d) Any hing in this Agreement to the contrary notwithstanding, in the event
the Emrloyver charges for fire or theft insurance, or other so-called surcharges
on lannd-y wrk, the Employer shall be responsibhle for all damages. including
loss, theft or lire, to the laundry work from the time of pick-vp from the cus
tomers by th> Agent Drivers to the time of delivery to the customers by the
Agent Drivers.

8. Schedule of services.—(A) For the purpose of enabling the Agent Drivers to
make specific commitments to customers with respect to delivery of processed
work, the Employer shall post a notice in the plant clearly indicating the
following :

1. Schedule of davs and hours during the week when Agent Drivers cus
tomarily bring in work for processing; and

2. A further schedule stating the day and hour when work brought in on
each of the occasions enumerated may be picked up completely processed and
ready for delivery.
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(B) The Employer shall not discriminate with respect to service or quality
of work as between Agent Drivers and other drivers or stores for which the
employer processes work. Work shall be processed on the first-come-first-served
basis, unless otherwise agreed upon in writing by the parties.

((') The Employer shall not in any week, or for any reason, prior to the day
that has been established by common practice in the plant as the dead line for
the payment over of the balance of collections for the preceding week, withhold
from any Agent Driver any processed laundry which is ready for delivery to the
wblie.

! 9. Hours of work.—No Agent Driver shall be obliged to work more than 44 hours
in any one week.

10. Changes of employment.—No change shall be made in the Agent Drivers
by the Employer, either by the release of, or addition of Agent Drivers unless
by mutual written consent of the parties hereto or unless the Joint Committee
helow provided for under clause 11 has voted and consented thereto, or failing
such consent, the Impartial Chairman and Arbitrator under the agreement has
approved such change. No Joint Committee regulation or arbitration decision
shall change or vary any of the provisions of this agreement. In the event the
Employer violates any of the provisions of this clause the Union shall be free
to take such action as it deems appropriate 1 week after the Union has given
notice to the Employer by registered mail of such violation, anything in clause 12
to the contrary notwithstanding.

11. Fair-trade rcgulations.—(a) There shall be a joint committee, one-half of
the membership of which shall consist of three representatives of each Employers’
Association having contractual relationship with the Union and the other half of
the membership of which shall consist of an equ:al number of representiatives
selected by the Unioh. This Joint Committee shall, following investigation and
study of conditions in the industry, establish fair-trade-practice regulations,
which, however, shall in no case conflict with any City, State, or Federal Laws.
The Employer and the Union agree to abide and be hound by fair-trade regula-
tions thus established to the end that conditions of helow-cost competition may
be eliminated and labor conditions stabilized.

(b) The parties hereto recognize the necessity of avoiding and eliminating
intolerable competitive conditions which have existed in the industry, of main-
taining decent labor conditions, of enabling the inside employees and Avent
Drivers to earn a living wage, of giving proper and efficient service to the publie,
and of operating the laundry of the Employer in accordance with the rules and
regulations of the Health Department for the protection of the inside employees
and the publie.

(¢) It is recognized in principle that unreasonable changes in registration of
Agent Drivers by the Employer and other Employers may result in overloading
of some plants with work and in undersupplying of others, to the detriment of
the members of the Union and of the members of any other local union or joint
board affilinted with the Amalgamated Clothing Workers of America, who may
be employed therein, and of the industry generally. It is agreed therefore that
a maxXimum work-week of 44 hours for inside employees shall be the guide for de-
termining the proper application of the provisions of clause 10 hereof, to the end
that work brought in by Agent Drivers shall not overcrowd any one plant, that
members of the Union and of any other local union or joint board affilinted with
the Amalgamated Clothing Workers of America, shall be afforded more equal op-
Portunity for earning a living wage, that speed-ups and slow-downs by reason of
overloading or lack of work may be eliminated, and that the provisions of clause
N hereof may be effectively administered.

12. Strikes—lock-outs.—This Agreement provides for an orderly adjustment
of all matters in dispute between the parties. It is agreed that strikes, lock-outs,
svmpathy strikes, and stoppages of work are prohibited, subject to the provisions
of clauses 2, 3, 4, 10, 13, 14, 16, 18 hereof, and in the case of the Union then only
upon the authority of the Manager of the Union.

13. Arbitration.—(a) Any and all matters in dispute between the parties
hereto arising out of this Agreement shall be submitted to the Impartial Chair-
man designated by Hyman Blumberg. All decixions of the Impartial Chairman
shall he rendered within ten (10) days after the matter i< submitted to him.

he decision of said Impartial Chairman shall be final and binding upon all
Parties with regard to any matter submitted to him under the terms of this
Agreement,

(b) Decisions of the Impartial Chairman shall he effective the date the decision
isrendered. Failure to abide by such decision shall be considered a breach of this
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Agreement and the Union or Employer shall be free to enforce such decision by
such action as it deems appropriate, anything in clause 12 to the contrary
notwithstanding.

14. Labor Disputes.—It is agreed that the Employer will not do work, directly
or indirectly, for any person, firm, or corporation engaged in the laundry industry
and involved in a strike or labor dispute. In the event the employer violates thi
provision the Union shall be free to take such action ax it deems appropriate,
anything in clause 12 to the contrary notwithstanding.

15. Soliciting.—(a) Agent Drivers agree to furnish their own vehicles, and be
responsible for same.

(b) Agent Drivers agree to furnish customers for the route.

(¢) The Employer shall not, directly or indirectly, in any manner, divulg
the identity of the customers of the routes operated by the Agent Drivers, nor
shall it directly or indirectly solicit said customers for itself or for any person
or Agent Driver unless it has first paid in ¢ash, as a bonus to the Agent Driver,
the amount of $30 per dollar of average weekly husiness of the route involved,
The preceding 4 weeks shall be the basix for calculating the average volume of
business per week of the route. For example: If the route averages $100 per
week for the preceding 4 weeks the amount of cash bonus to the .\gent Driver
shall be $3,000.

1G. Check-off —The Employer shall, in addition, collect weekly from each Agent
Driver a sum representing Union dues, in accordance with a list furnished by
the Union and shall transmit the same to the Union semimonthly. The Employer
agrees to be responsible for such collection of Union dues as well ax for tran.
mittal of snme to the Union. Should the Employer fail to effect such collec-
tion, it shall nevertheless be linble fer the total sum required to be collected as
herein provided for. In the event the Employer violate8 thisx provision the
U'nion shall be free to take such action as it deems appropriate 1 week after the
Union has given notice to the Employer by registered mail of such vielation
anything in clause 12 to the contrary notwithstanding.

17. Examination of books.—The Union shall have the right at all reasonable
times to examine the books, records, and papers of the Employer for the pur
pose of determining whether the Employer is complying with the provisions of
this agreement.

18. Recognition of Union Representatircs.—The Employer agrees to recogniz
and deal with such representatives of the Union as the Union may elect or
appoint. The Employer further agrees to permit duly accredited represenatives
of the Union to visit its plant during working hours. The Union may po
notices in the plant of the Employer. In the event the Employer violatex this
provision the Union shall be free to take such action ax it deems appropriate 1
wwveek after the Union has given notice to the Employer by registered mail of
such violation, anything in clause 12 to the contrary notwithstanding.

19. Duration.—This agreement shall commence on the date first mentioned
above, and shall terminate on the day of 9 . on which latter date
this Agreement and the provisions thereof shall be automatically renewed fron
vear to year thereafter unless 30 days prior to the expiration date of this Agre
ment of any renewal thereof notice in writing by registered mail is given by
either party to the other of its desire to terminate this Agreement.

______________________________ . Emploucr.
INDEPENDENT LAUNDRY DRIvERs UNION, LocarL 324,
AMALGAMATED CLOTHING WORKERS OF AMERICA,
______________________________ , Manaacr.

Witness:

CERTIFICATE OF AUTHORIZATION

The undersigned members of Inter-Borough Laundry Board of dev.. ln(:..
hereby authorize Lonis H. Solomon, Esq., to execute on their behalf ;um@ in his
sole diseretion a collective-bargaining agreement between said association an
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Independent Laundry Drivers Union, Local 324, Amalgamated Clothing Workers
of America, for the period from May 1, 1946, to May 31, 1948, and with provision
for annual renewal of said agrement thereafter, and they each further authorize
said Louis H. Solomon, Esq., to execute on their behalf and in his sole discretion
any and all supplements to and moditications of said collective-bargaining agree-
ment, and each of the undersigned hereby agrees to be bound by said collective-
bargaining agreement and any and all supplements thereto and modifications
thereof ax shall be executed by Louis H. Solomons, Ksq., with the same force
and effect as if each of said documents shall have been executed by cach of the
undersizned individually.
(Signed by memberx of Inter-Borough Laundry Board of Trade, Inc.)

SUPPLEMENTAL AGREEMENT

Supplement to collective-bargaining agreement made as of May 1, 1946, between
Inter-Borough Laundry Board of Trade, Inc¢., and Independent Laundry Drivers
Union, Local 324, Amalgamated Clothing Workers of America.

It is agreed by and between the parties to the foregoing collective-bargaining
agreement as follows:

1. Clause 6 of said agreement, entitled *'Disability Relief and Benefit Fund,” is
modifted so as to provide that with respect to net-gross collections received by
the employer from the agent drivers for the period commencing with the first
day of the week following May 1, 1936, and ending with the end of the last full
week in May 1947, the employer shall pay 1% percent to the union's dixability
relief and benefit fund, and after the said date of the last full week in May 1047,
the employer shall pay the full 2 percent to the union’s disability relief and bene-
fit fund as provided for in clause 6 of the said agreement.

2. The foregoing modification shall be applicable to the members of the Inter-
Borough Laundry Board of Trade, Inc., only ax long as they rem:in members of
siaid association.

In witness whereof the parties hereto have caused this supplemental agreement
to be executed by their duly authorized agents this 3d day of May 1946.

INTER-BOROUGH LANDRY BOARD OF TRADE, INC.,
By Louis H. SoLOMON, Owners.
INDEPENDENT LLAUNDRY DRIVERS UNION, LOoCAL 324, AMALGAMATED
CLOTHING WORKERS OF A MERICA,
By MURrRAY M. GassMA, Manager.

Supplemental agreements made as of June 19, 1947, bhetween the Inter-
Borough Laundry Doard of Trade. Inc., hereinafter called the Employer, and
Independent Laundry Drivers Local 324 of the Amalgamated Clothing Workers
of America, hereinafter called the Union.

Whereas the Employer and the Union are parties to a collective bargaining
am'vv)meut dated May 1, 1946, and presently in force (herein called the Agree-
ment ), and

Whereas the Employer ix presently negotiating with the Laundry Workers
Joint Board for an extension of the contract to 1952, and the parties hereto
have agreed to an extension of the contract between the parties hereto to
terminate on June 19, 1952, in contemplation of the extension of the Laundry
Workers Joint Board contract to 1952,

Now, Therefore, in consideration of the premises, the parties agreed that said
Agreement shall be modified and amended as follows:

L Clause 19 of the Agreement is amended so as to provide that the termina-
tion date shall be June 19, 1952, or at such earlier date as is finally fixed with
thg Laundry Workers Joint Board for the termination of the Laundry Workers
Joint Board contract presently in negotiations. In the event that the Laundry
Workers Joint Board contract presently in negotiation shall terminate at an
earlier date, and shall be extended for a further period, then the contract
between the parties hereto shall be extended accordingly to the termination

date of the Laundry Workers Joint Board contract asx renewed and further
reneweq,
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2. Except as herein modified and amended, the Agreefnent shall continue
full force and effect until the 19th day of June 1952, or earlier as her
provided.

In witness whereof the parties hereto have caused this Supplemental Agr
ment to be executed by their duly authorized agents.

INTER-BOROUGH LAUNDRY RBoARD OF TRADE, INC,,
By Louis H. NorLoMo~N, Employer.
INDEPENDENT LAUNDRY DRIVERS UNION LocaL 324 OF THI
AMALGAMATED CLOTHING WORKERS (F AMERICA,
By MURRAY M. GAssyA, Vanayer,

CERTIFICATE OF AUTHORIZATION

We, the undersigned employers have authorized the Supplemental Agree
dated June 19, 1947 between the Inter-Borough Laundry Board of Trade, 1
and the Independent Laundry Drivers Union Local 324 of the .\malgama
Clothing Workers of America and do hereby ratify same with the same foree
effect as if the same were entered into between <aid union and cach of 1
undersigned individually and executed by each of the undersigned individua

(Signed by employers.)

SUPPLEMENTAL AGREEMENT

Supplemental agreement made this 26th day of Deceniber 1947 hetween lut
Borough Laundry Board of Trade, Inc., with its principal place of business loca
at 101 Park Avenue, New York City (hereinafter called the *“Association™), !
and on behalf of its members signatory hereto (herein collectively called i
“Employer”), and INDFPENDENT LAUNDRY DrivErs UN10N Locarn 324 of t
AMALGAMATED CLOTHING WORKERS OF AMERICA, located at 799 Broadway, N
York, N. Y. (hereinafter called the Union), for and on behalf of the meu:b
thereof now employed or hereafter to he employed by the Employer and coll
tively designated as “Agent Drivers.”

Whereas. the parties hereto are parties to a collective bargaining ageren
dated May 1, 1946, and to agreements supplemental thereto dated May 1, 1946, a
June 19, 1947 (said collective bargaining agreement and supplements being he
inafter referred to as the Agreement), and which Agreement ix in full force a
effect and by its terms will not expire until June 19, 1952, and

Whereas, the parties desire to amend the Agreement in the manner hereinaf!
set forth,

Now, therefore, in consideration of the premises, the parties agree that t
Agreement shall be modified and amended as follows:

1. Clause 5-E of the Agreement is changed to read as follows:

“In the event the Employer charges its retail customers, or in the event‘t
Employer's regular drivers or its own or other sftorekeepers charge the E
plover's or the storekeepers’ retail customers, prices for laundry services tt
are less than the prices which the Employer instructs its Agent Drivers to char
to the public, then the prices to be charged by the Agent Drivers to the pub
shall be reduced so as to equal said lesser prices charged by the Employer or
its regular drivers or by the storekeepers, and the commissions provided o
Clause 3-B hereof shall bhe calculated upon said lesser prices charged hy t
Agent Drivers. The foregoing provisions shall be fully applicable to ‘cnsb a
carry’ laundry services performed by the Employer except that a differential
20 percent between the prices charged by the Employer to ‘cash and can
customers and the prices charged to other retail customers for Iaundry servic
shall be permitted hefore the requirement of reducing the pricés to be colleet
by the .Agent Drivers becomes effective. If the Employer fails or ref.umw
comoly with th: provisions of thix paragraph after demand by the Union 1
Union mav submit the matter to arbitration and, in the event the Arbitrator fin
that the Employer has violated thisx paragraph he shall sward damages for su
violation in addition to such other relief as he may find approprinte.”

92 (lause 12 of the Agreement is amended by including H-EK in the <lauf
enumerated therein.
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3. Except as herein modified or amended the Agreement shall continue in full
force and effect.

In witness whereof the parties hereto have caused this Supplemental Agree-
ment to be executed by their duly authorized agents upon the date first above
written,

Jree

INTER-BOROUGH LAUNDRY BoArD oF TrADE, INC.

By Louis H. SoLoMON.
INDEPENDENT LAUNDRY DR1VERS UN10N LocAL 324,
AMALGATED CLOTHING WORKERS OF AMERICA,

By MURRAY M. GASSMA.

SAMUEL MoRETZKY, Witness
WiLLiAM PuccraverLL, Witness
, Witness
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CERTIFICATE OF AUTHORIZA'TION

The undersigned members of Inter-Borough ILaundry Board of Trade, Inc.,
hereby reaffirm that they are parties to and are bound by the collective-bargain-
ing agreement between the said Association and Independent Laundry Drivers
Union Local 324 of the Amalgamated ('lothing Workers of America dated Mav
1. 1946, and by the supplements thereto dated May 1, 1946, and June 19, 1947
Eiach of the undersigned has authorized Louis H. Solomon to execute on their
behalf a further supplemental agreement dated December 26, 1947, supple-
mental to the said collective-bargaining agreement dated May 1, 1946, and deal-

nter-
ing with the matter of prices to be charged by Agent Drivers. Each of the

e

'l;‘,(,l undersigned hereby agrees to be bound by the terms of said further supplemental

e agreement dated December 26, 1947. with the same force and effect (whether

the or not the undersigned reinains a member of the Association) as if the same

Net were executed by each of the undersigned individually.

I s (Nigned by members of Inter-Borough Laundry Board of Trade, Inc.)

IR

H CERTIFICATION OF AUTHORIZATION

"'f:ﬁ The undersigned members of INTER-BOrROUGH LAUNDRY BOARD oF TRADE, INC.,

Lere hereby reaffirm that they are parties to and are bound by the collective-bargain-

Cand ing agreement between the said Association and INDEPENDENT LLAUNDRY DRIVERS
U~N1oN LocaAL 324 of the AMALGAMATED CLOTHING \WORKERS OF AMERICA dated

a fter May 1, 1946, and by the supplements thereto dated May 1, 1946, and June 19,
1947. Each of the undersigned has authorized Louis H. Solomon to execute

t the on their hehalf a further supplemental agreement dated Diecember 26, 1947,
supplemental to the said collective-borgaining agreement dated May 1, 1946, and
dealing with the matter of prices to be charged by Agent Drivers, Each of the

¢ the undersigned hereby agrees to be bound by the tei'ms of said further supplemental

Fn- agreement dated December 26, 1947, with the same force and effect (whether

that or not the undersigned remains a member of the Association) as if the same

Laree Were executed by each of the undersigned individually.

ublic BoN LAUNDRY SERVICE, INC,,

w by By Savrn MinpisH, Treasurer.

i in JuMEL LAUNDRY SERVICE, INC.,

- the AARON SCHNEIDER, Secretary.

and PI1ONEER LAUNDRY SERVICE CORP.,

al of * Davip ForMARN, Treasurer.

ey Lu~xa Launpry Co., INc.,

viees Leo BERLIN, Secretary.
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finds RESOLUTION ON SOCIAL SECURITY

such

(Adopted by CIO Executive Board. February 15, 1950)

Hres CIO affiliates, through their collective-bargaining efforts, have continued to

make notable advances in obtaining social-security protection. This progress
Dot only aids those directly involved but gives a tremendous impetus to the
Passage of adequate social-secuiity laws. The entire Nation isx indebted to
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the strikers in steel, auto, and other industries who through their sacrifices h
contributed so much to the cause of economic security.

We must not relax our efforts. Very substantial improvements must still
made before we achieve our goal of adequate social-insurance protection for
Anericans.

The CIO Commniittee on Social Security has been developing detailed leci
tive proposals to carry out the resolutions adopted at our recent convent,
These deal with four main branches of social security : Old age, survivors, ;
disability insurance; public assistance; unemployment insurance and empl
ment offices: and a national health program, including health insurance.

We strongly urge all affiliated unions and industrial union councils to pl
social-security improvement No. 1 on their legislative-action program. Al
our combined strength should be directed toward an informed membership v
can express the urgency of the need of across-the-hoard improvement to tt
respective CCongressmen.

OLD AGE, SURVIVORS, AND DISABILITY INSURANCE

The CIO position will be presented in a few weeks before the Senate Fina
Committee, which is now holding hearings on H. R. 6000, the bill passed by
House last session.

We support universal coverage, which ix indispensable to proper protect
for all aged citizens. As a minimum immediate step, we believe that bene
sxhould be more than doubled in line with the specific propusuls of the CIO Ci
mittee for Social Security. The permissive retirement age for women sho
be reduced to 60. The program for total and permanent disability insurance
in H. R. 6000 must be retained and should be improved. The national xyst
for temporary disability insurance outlined in the administration bill in
House should be enacted.

PUBLIC ASSISTANCE

This phase of social security likewise requires substantial improvement bey«
the provisions of H. R. 6000. No matter how much better we make sociil
surance laws, many Americans will have to rely on public aid on the baxix
need to help them in emergencies. This last resort must be adequate to h
all needy persons, not just the aged, the blind, and dependent children, as
present. H. R. 6000 should be amended to provide Federal matching gra
for general relief also. The grants should be adjusted to the financial requi
ments of the States. Dependent children should be aided on as liberal a b
as other groups. Federal standards should be strengthened to reduce reside
requirements and secure other improvements.

UNEMPLOYMENT INSURANCE AND EMPLOYMENT OFFICES

We commend the plans of the Committee on Social Security to introduce i |
for a national system of unemployment insurance and employment offices w
adequate benefits for all wage earners. We urge the House Ways and Mey
Commniittee to give immediate consideration to this proposal as well as to otl
bills aimed at patchwork improvement in the Federal-State system,

With unemployment now close to 5,000,000, Congress must make plans to
place tle insufficient nrotection written into Ntate laws. Benefits must
raised subst-ntially and duration extended <o that able-bodied men and won
who cannot find jobs are not abandoned to public or private charity.

The program for Federal standards again recommended by President T
man wou'd b» a valuable interim step. It should be accompanied by reinsura
grants to St ites whose funds are funning low and by adequate appropriatis
for the Federal and State employment-security agencies,

HEALTH INSURANCE AND THE NATIONAL HEALTH PROGRAM

We deeply regret the continued failure of the organized doctors to support !
legislation to make essential medical services available to all Americans. Hi
paid press agents have fanned the doctors’ fears of Government action throt
misstatement of facts and distortions. The American Medical Associatl
through its board of trustees, has even reversed its previous support for |
manent- and total-disability insurance. Bills that would give Federal funds
train more doctors and other medical personnel and to expand local pub
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health services and medical research still are tied up in congresgional commit-
tees.

We urge immediate passage of such measures. We also urge as rapid action
ax possible toward the establishment of o national system of health insurance
to cover the costs of medical care on an eflicient, unified basix for all Americans,

ResoruvrioNn No. 15
OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE AND PUBLIC ASBISTANCE

The drive of affilinted CIO unions for pensions, health and oiher social-security
provisions has roused Congress from 14 years of inaction. Today it scems pos-
«ble that the provisions of the Social Security Act, which were admittedly
inndequate when enacted in 1935 and are now a mockery of social security, may
be modernized to meet in some degree the needs of old people, the dependent,
the <ick, the disabled and the unemployed.

We are proud of the fact that our unions, by making social security the No, 1
item in their 1949 collective-bareaining demands, have forced congressional
committees to take social security out of moth balls and put it high on the legis-
lative calendar for the second session of the Eighty-first (‘fongress,

We welcome the support of thoxe who are now campaigning for improvement
of the Government social-security programs, even though they err in represent-
inz our collective-hargaining demants ax an alternative to extension and improve-
ment of the Government nrograms. They are mistaken in charging that our
denainds are in any sense competitive with or alternatives for Government pro-
grams. They are not, They are and will continue to be a necessary supplement
to the Government program. We reaffirm our belief in and support for compre-
hensive National Government programs of social security that, by coverage for
all families and pooling of risk, can give maximum protection at the least ex-
pense.  Likewise, we reaffirm onr belief and support for our collective bargain-
mg for pensions and social security.

We propose to the American people that they join in a great c¢rusade to end
the donble standard whereby—

Workers who have invested their lives in building our industrial su-
premacy receive average penxions of slizhtly more than $300 a year, while—

Management executives receive pensions from 825,000 to $77.000 a year
(usually under noncontributory plans that are said to be morally debilitating
when proposed for wage earners), and

Members of Congress may receive pensions of more than £S,000 a vear.

This is morally wrong, economically and socially destructive, It ix part of the
hoom-iand-bust philosophy of the twenties that has been repudiated in five suc-
cessive Presidential elections,

The 14 years of inaction and proerastination by Congress are shameful. Old-
age and survivors insurance contributions by workers and employers will rise
from 1 percent to 114 percent of wazes on January 1, 1950, but Congress has not
vet acted to increase OAS bhenefits above the present average of $25 a month,
which is less than half the amounts paid by some States as public assistance to
needy persons qualifying under the hateful means test,

H. R. 6000, which the House pussed shortly before adjournment, is a step in
tlll* right direction. It covers 11,000,000 people under old-age and survivors
msurance and inereases benefits by close to 100 percent for low-paid workers
aid by about 50 percent for better-paid workers. H. R. 6000 also launches a new
‘Vstem of permanent- and total-disability insurance and brings various improve-
ments in publie assistance.

'l'l}e Republican members of the House Wayx and Means Committee all signed
4 minority report which was less liberal and which was translated into a bill
offred as a substitute. The overwhelming final vote for H. R. 6000 was partly
'!IP result of our collective-bargaining efforts which demonstrated the determina-
lon of American wage earners to achieve security. The bill's passage was a
defeat for the insurance companies which had vigorously fought genuine improve-
ments. Regrettably, the insurance companies' lobby did influence some members
o" the committee and thux watered down the administration's proposals quite
drastically.

T!IP Nenate Finance Committee has not considered social security at this
sesston, although its advisory council last year recommended many improvements,
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some of which go beyond the House version. Only a few members of the Senate
Finance Committee have in the past voted for measures favored by organized
labor. The most vigorous kind of public pressure must be organized in order
to secure favorable and prompt action by this committee and the Senate.

Although the CIO favored passage of H. R. 6000, despite its inadequacies, we
had urged in heariags that the committee support the administration hill, which
would have doubled insurance benefits on the average, extended coverage to
nearly all Americins, and added a national system of temporary- as well ax per.
manent-disability insurance. We also favored extensive improvements in publjc
assistance, inc'uding Fet'eral grants to States for general assistance for all types
of persons in need. This proposal was rejected by the House committee. The
present social-security law is so out of date that even the substantial advances
in H. R. 6000 would leave many gaps and inadequacies.

Our State industrial-union councils have made vigorous efforts to improve
State laws on workmen’s compensation, unemployment compensation, and public
assistance. In a handful of States temporary-disability laws have been pas<ed,
most of which are wholly unsatisfactory. Fifty-one separate State systems of
social insurance are highly confusing. In many States underrepresentation of
industrial areas in their legislatures makes it difficult to secure good laws, expe-
cially since insurance companies and other conservative forces constantly marshal
their efforts to defeat us. Such separate State systems are wasteful and cannot
adequately protect our many members who move from State to State.

CIO workers have a profound interest in social insurance. A sound national
svstem is vitally necessary and long overdue. 1f well planned and well adminis-
tered, the social-security system will in itself help avoid economic ups and downs:
Now, therefore, be it

Resolved, The Congress of Industrial Organizations reaffirms our desire tor g
unified comprehensive national social-insurance system, with universul coveiuge
and adequate benefits, giving protection against the hazards of old-age survivor-
ship, permanent and temporary disability. sickness, industrial accidents, and
unemployment, geared in with a national employment service and other positive
programs to minimize such hazards.

We urge Congress, it its coming session, to revise the social-security system
more liberally than is done by H. R. 6000 through adopting the following
provisions:

(a) Universal coverage.

(b) Relating benefits to earnings in the best five consecutive years, liberalizing
the formula, restoring the full 1-percent annual inctement, and raising the wage
base ceiling to $4,800.

() Providing specifically for contributions from the general revenues <o as
to avoid undue piling up of pay-roll taxes.

(d) Inclusion of temporary- and partial- as well as total- and permanent-u:+-
ability insurance with dependents’ benefits to help provide adequate levels for
families.

(e) In connection with the public-assistance program, the addition of Federal
grants to the States for general assistance to all types of needy persons. with
more liberal matching provisions for the poorer States and no ceilings: and
Ferleral standards to see that needs are met and residence requirements an-l liens
on property are removed. '

"We urge the National Government to continue seeking to develop additional
methods for more adequate provisions for older persons who have not reached
the retirement age but cannot find good jobs, or who have passed the retirement
age but do not have social-insurance protection. .

We call upon our aflilintes to renew their efforts to achieve adequate _\-.»(-1.:11
security both through collective bargaining and through legislation on the Na-
tional and State levels.

In connection with State legislation, we urge action to improve State laws ob
workmen's compensation, and pending development of a national social-insnrance
svstem, public assistance, unemployment compensation, and temporary-disabilit)
insurance along the lines recommended by the CI10.

REsoLUTION No. 17
UNEMPLOYMENT INSURANCE AND THE PUBLIC EMPLOYMENT SERVIC!

Unemployment insurance, together with other New Deal measures such 28
Federal insurance of bank deposits, the Securities and Exchange Commissiel
and the Home Owners’ Loan Corporation, helped to prevent the 1949 recessioh
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from becoming a full-scale depression. The more than 2.5 billion dollars in
penetits paid out in the past year contributed to purchasing power at a time when
wage payviments were shrinking.

But the dangerous weuaknesses of the present inadequate and discriminatory
Federal-State crazy quilt of unemployment insurance and public employment
services have been high lighted during the latest test of the system:

Benefits are too low, averaging only one-third of weekly earnings. This
I~ because of low maximnums set hy State laws.

Duration of benefits is too limited. One-third of all c¢laimants exhaust
their rights under present laws before they find new jobs.

Disqualif.cations, based on discriminatory laws and rulings, deprive many
thousands of workers of benefits to which they should be entitled.

Workers employed in more than one State lose their rights partly or com-
pletely. At the same time, ineflicient and discriminatory placement work by
State employment services harms both workers and Ntate unemployment
insurance trust funds.

Reactionary forces have seized upon the H1 State systems as an excuse and
means for fighting progress. They have used experience rating to reduce their
taxes in good times so that in some States funds may prove inadequate even
under poor benefit provisions. The employment service, too, has suffered through
the artificial erection of State barriers across labor markets and because of the
necessity of supporting 51 separate systems to carry out the same program.

Congressional appropriations have failed to finance adequate functioning of
either Federal or State employment security agencies, a situation which has
heen seized upon as an argument for bills to undermine already weak Federal
controls.  The Interstate Conference of IKmployment Security Agencies, com-
posed of State administrators of unemployment insurance, has lobbied at tax-
payers' expense for legislation undermining a sound s)stem out of funds pro-
vided by Congress. The interstate conference has in other ways taken over
functionx that should properly be performed by the Federal Bureau of Employ-
ment Necurity,

Recognizing the need for basic¢ improvements in our present unemployment
compensation system, P’resident Truman recommended in his midyear economic
report that Congress establish minimum benelit standards for all parts of the
corntry, providing *‘benefits for 26 weeks ranging up to $30 a week for single
individuals with additional amounts for dependents.” Although a bill to pro-
vide such Federal minimum standards was introduced in the House of Repre-
sentatives by Congressman King, no hearings were held on it, nor on another
proposal for providing Federal funds to pay benefits for more than 26 weeks in
Nates suffering severe unemployment,

The transfer of the Bureau of Employment Security to the I.abor Department
fs only a first step which must be reinforced by improved laws and adequate
appropriations: Now, therefore, be it

Resolred, That the Congress of Industrial Organizations reaffirms its belief
that only a national system of unemployment insurance, geared in with a national
employment service and a unified national social insurance system, can properly
discharge the responsibility of the National Government to deal adequately with
the national problems of unemployment, arising from Nation-wide corporations,
‘ompetitive areas, and labor markets.

That we support, as a preliminary step in the right direction, President Tru-
lman's proposal for national minimum benefit standards, realizing, however, that
such standards cannot really give assurance of proper performance, as for example
In rulings on suitable work disqualifications, and cannot overcome inherent
difficulties in relying on separate State laws, such as uncconomically small areas
f‘"‘ pooling risks, confusion, waste, and insufficient protection for people who work
In more than one State.

That we favor as an interim measure immediate provision of benefits up to
52. weeks in a calendar year out of Federal funds, provided States meet certain
inimum benefits standards.

That we believe the Federal Government has a basic responsibility in times of
mass unemployment to provide adequate payments to the unemployed as a matter
of right so long as necessary if suflicient jobs cannot be provided, in order that
f“"}".\” needs are met and purchasing power is maintained.

: ;“"{t we oppose proposals for making workers bear part of the cost of unemploy-
nent insurance through pay-roll taxes as intolerable under the present inefficient
ederal-State system and inconsistent with our objective under a unified social
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insurance system of holding down pay-roll taxes to a minimum: if any deficit
oceur these should be met out of general revenues and progressive taxation,

That we again condemn experience rating as unsound in that it prevent
accumulation of adequate unemployment insurance reserves in good times, rais.
taxex in bad times, and provides a constant incentive for employers to ftigh
workers®' benefit claims administratively and by amendment of State laws,

That we urge strengthening of the IFederal Bureau of Employment Securit
through redirected use of the present staff and through more adequate appropria
tions as it can take leadership in improving the program and achieving bette
cooperation from the States,  We call upon Congress to make adequate appr
priations for State employment security agenciex, including a substantial coy
tingency fund. But we oppose automatic return of administrative funds t
States in any form whatsoever as inconsistent with proper Federal responsibilit
and programing. We urge Congress and the Department of Labor to prevent us
of Federal funds for the lobbying activities of the Interstate Conference o
Employment Security Agencies.

That the full benefits of this program and the legislation above recommends.
be applied to Puerto Rico as an integral part of the American economic unif

RESOLUTION No. 9
SECURITY THROUGH COLLECTIVE BARGAINING

The United Steelworkers of America is now engaged in a strike in pursuance ¢
the basic objective of securing pensions and a health and welfare program on
noncontributory biaxis from the steel industry. Many other CIO unions ar
similarly engaged in collective bargaining on these issues. Unions have cor
tinually fought for insgproved living standards, higher wages, better working co
ditions, and health and security benefits and shall continue to fight for thes
objectives in coming years.

Through the stalwart efforts of the United Steelworkers, the issue on pension
and health and welfare benefits hax been brought to the forefront. The Iac
Finding Board in the steel dispute accepted the Steelworkers’ position that worl
ers are entitled to pensions and health and welfare benefits and that the co~t
such benetits are to be considered as a cost of operation ind to be paid solely b
the corporation. The Fact-Finding Board accepted unequivocally the position
the Steelworkers’ Union that reserves must he set aside by corporations for pe
~ions and health and welfare henefits just as reserves are set aside by corporatior
for depreciation of plants, buildings, and equipnrent.

It is a fundamental obligation for corporations to provide for health an
medical needs of the individual worker during the time of his employment a
to further provide for the safeguarding of that worker’s life and dignity whe
he becomes too old to work and too young to die: Now, therefore, be it

Resolved, We reiterate our stand that programs of security and protectic
for working people be recognized ax a legitimate and proper cost of doing bus
ness and that programs under collective bargaining must be entirely financ
by employer contributions.

Because Government social-security programs fail to meet standards of ad
quacy and are now completely lacking in benefits and services for health a
disability, it should be a continuing necessity for unions to bargain collective
to supplement these Government security programs.

Noncontributary security programs won through collective bargaining ~hi
be democratically administered with full regard to the interest of the workel
They shall establish the highest possible standards of benefits with availab
funds. Arrangements for programs under collective bargaining shall be the
which maximize benefits to the workers.

The CIO must vigorously pursue through collective-bargaining programs
bring to its members a coordinated systemr of security benefits, increased re
wages, shortening of the workweek with no cut in take-home pay, the guarante
minimum annual wage, and improved working conditions. .

ResoLutioN No. 26

INDUSTRIAL SAFETY AND HEALTH

Lack of safe and healthful working conditions continues to levy a fearful t
on the life, limb, and health of the worker in American industry. The Iaté
reliable figures indicate that more than 16,000 workers are killed and an adt
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ticnal number in excess of 2,000,000 are injured ecach year in these industrial
casnaltios. These appalling totals are a vital concern of the Congress of Indus-
trinl Organizations.

The solution of this grave problem has been left for too long in the hands of
one or another limited group. A large segment of Ameriean management con-
tinues to inxsist that safety is a sole prerogative of the employer. Some spokes-
men for the technical experts, such as physicians and safety engineers, likewise
endeavor to make safety and industrial health their exclusive jurisdiction. En-
lichtenment is needed to convince the autocrat in the field of safety and occupa-
tional health that elimination of health hazards in industry is the joint concern
of all those involved in industry.

The failure to confront this national problem of industrial safety is charge-
able in large measure to frequent legislative attempts to remove from the United
states Department of Labor and the respective State departments of labor the
functions of establishinz safe and healthful working standards, and of enfore-
ing these standards. A part of these destructive legislative axsaults is an irra-
tional opposition to the establishment of safety codes equipped with the authority
of law and susceptible of constiant improvement without involved legistative
proceedings.

Some of the confusion having to do with enforcement of Federal and State
vitety laws results from misunderstandinzs arising between the respective labor
departments and the respective public-health agencies throughout the country.
The « xtremists on each side in these jurisdietional disputes must be made to
realize that every publie agency has its proper place in the field of peculiar com-
petence in bringing about the elimination of accidents and occupational diseases
arising within industry. Cooperation, not contention ix necessary. It isx en-
couraging to note that this problem appears to be on the way to solution.

President Truman has made a tremendous contribution by calling National
Conferences on Industrial Safety, which are bringing together leaders of man-
agement, of labor, of the medical profession, and of the engincering services to
devise cooperative ways and means of meeting the problem. The first of these
conferences called by President 'rmman was held in Washington, D. €., in
March 1949, and a second President’'s C‘onference on Industrial Safety is sched-,
uled for June 1950. At the same time the suggestion of the first President’s
conference that similar conferences he called by the governors of the respec-
tive States is meeting with success.

An almost criminal defleiency in the fleld of industrial <afety and occupa-
tional dixeases is the diffienlty of obtaining accurate statisties and detailed
reports on the <ubject matter. The gathering of thix information is a proper
function of the Bureau of Labor Statistics of the Umted States Department of
Labor supported by the full cooperation of the respective State departments of
labor, the United States Public Health Service, the State and local publice health
agencies, and of management and labor.

The problem of industrial safety and occupational dixeaxes ean properly be
met only through the full cooperation of all of those concerned in the mounting
toll of industrial casualties: Now, therefore, be it

Resolved, (1) We rededicate the (10 to the high objective of making the work-
pliaces of America <safe and healthful, with special consideration for the women
and young persons who toil in them,

12) We redouble our insistence that labor be brought into full joint partiet-
pation at the plant level with management, the technical agencies, and the
public authority in instituting and carrying out safety and occupational health
programs in industry.

(3) We urge Congress to provide the United States Department of Labor with
the necessary authorizations and adequate appropriations required by the Durean
of Labor Standards to formulate national standards of industrial safety and
occupational health for the guidance of the respective Ntates in protecting
workerx from safety and health hazards in industry.

(4) We urge legislation authorizing, directing, and providing adequate funds
for the promulgation and enforcement by the United States Departinent of
Labor, in cooperation with State labor departinents, of national uniform health
and <afety codes covering employment in hazardous industries in or affective
imterstate commerce as proposed in the Burke-Humphrey bill (H. R. 4997
N2y,

(5) We urge our affilinted organizations with members in the various States
to make every effort to strengthen the State departments of labor and to have
delecated to those departments the enforcement of all Ntate codes, statutes,

GOROS —30 —pt. 3——11
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and regulations designed to protect workers from unsafe or unhealthy working
conditions,

(6) We support S. 1439 which would provide Federal axsistance to State agen-
cies administering labor laws to promote, establish, and maintain safe work
places and practices in industry. This bill hax been recommended for passage
by the Senate Committee on Labor and Public Welfare.

(7) We urge our atliliated organizations to insist on the drafting in the several
States of safety and occupational health codes by quilified experts from manacve.
ment, from labor and from the medical and engineering fields, working in con.
junction with the State departments of labor, and to obtain for such codes the
status of law.

(S) We commend the Surgeon General of the United States for establishing
in the Industrial Hygiene Division of the United States Public Health Servicea
Public Advisory Committee composed of industrial physicians and nurses, man-
azement and labor representatives, Further, we endorse the recommendation
of the Public Advisory Committee that the USPHS and the United States De
partment of Labor cooperate fully in their respective proper fields to protect
workers in industry from occupational disease hazards.

(9) We endorse the reports of the President’s Conference on Industrial Safety
held in Washington, D. C., in March 1949,.as an excellent beginning in the national
campaign to make industry safe for the workers employed in it.

(10) We hail with satisfaction the assurance that another President’s Confer-
ence on Industrial Safety will be held in Washington, D. C., in June 1950. Fur-
ther, we note with satisfaction the excellent work done by the 75 CIO delegates
sent by our affiliates to the 1949 conference, and we urge our affiliates to xend
similar qualified delegates to the 1950 President’s conference.

(11) We urge our aftliliates and their members to work for the calling of Gov-
ernor’s Conferences on Industrial Safety in the respective States.

(12) We urge Congress to make available to the Bureau of Labor Statistics of
the United States Department of Labor the facilities and appropriations that will
enable the BLS to compile complete, accurate, and detailed records on accidents
and diseases occurring in American industry for the information and guidance
_of those persons of good will who are striving to reduce and eliminate the fright-
ful toll of death and injury exacted by accidents and occupational diseases every
vear in American industry.

(13) We urge all of those concerned to cooperate to the fullest extent in bring
ing safe and healthy working conditions into the smaller plants where 70 percent
of the Nation's industrial casualties occur each year,

A NoTE oN CosTs OF SOCIAL SECURITY
( Statement Prepared as Supplement to Testimony by Emil Rieve for the 1o

A decent social-security program is a good investment in the preservation of
the lifetime productivity of American workers. Only as we protect the physicil
and mental well-being of the Nation's work force will it be able to make its maxi-
mum contribution to the Nation's economic progress.

This position was well summed up in the recent economic report of the Presi-
dent's Council of Economic Advisers, which reminded the Nation that:

& *  gocial-security prograis should be measured primarily against what
a strong economy can afford to do. Workers are more productive when tluf,\
live in the assurance of protection against foreseeable hazards, rather than in
dread of their incapacity to cope with them. Social-security programs also serve
to cushion the effects of recessionary trends whenever these may appear, becaust
old-age payments constitute a steady flow of income, and because unemployment
insurance benefits and assistance payments rise as other forms of incomt
decline.” !

Much confusion and misunderstanding seems to attend consideration of the
problem of cost in connection with proposals to liberalize existing social-securit}
statutes. The very nature of the elements that must be weighed—future popt
lation trends including the general birth rates and death rates, forecasting th
age at which workers will retire a decade or two hence, productivity and wist

1 Economic Report of the President, Together With the Report to the President, tht
Annual Economic Review by the Council of Economic Advisers, January 1950.
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| trends in the economy—these and other factors make it almost impossible to

estimate the future costs of such programs with any degree of exactitude.
A~ we enter the atomic age we urge the committee not to sacrifice existing
needs and responsibilities on the altar of what are at best dubious cost projections.
* » * » * * *

Making sound cost estimates for a pension and survivors insurance program is
a rather elusive task. Overconservatism somehow always seems to predominate
such calculations. It is pretty well established, for example, that in setting up
private pension systews, insurance companies have always tended to overload

E (heir premiums. Thus, they seem to overestimite life expectancy, the number of

people who will actually retire at age 65, ete,

Similar miscalculations which tend to exaggerate costs were characteristic of
the estimates of the Social Security Administration at the time the Federal pro-
gram was originally laid down. Faulty population estimates, for example, failed
to take into account the sharp increase in the birth rate which took place during
the pust decade. At the same time, experience has shown that although retire-
ment benefits are available thousands and thousands of workers who reach 65

g are able to and prefer to continue to work.

In his recent testimony before the House committee, Arthur Altmeyer, Cominis-
sioner of the Social Security Administration, admitted that the Government had
originally estimated the cost of the present program at a level premium of 7.9
percent of pay rolls. On the basis of actual experience under the program and
more current population statistics, this figure has now been revised downward
to some 4.5 percent of pay rolls.

We think that this committee should be aware of the history of such estimates
and take with a grain of salt any new estimates that are presented here. The
fact remains that actuaries and economists seem to go awry in the face of

¥, changing birth rates, rising wage levels, and the like. Almost any estimate of

eventual cost tends to be too high.
* L » * * *

Cne of the most commmon errors taade i1 estimating the costs of iiberalizing

the present program ix that which ignores many of the costs currently being
assumed to meet the same needs. It is by no means true that the increased pay-

t roll taxes which would be imposed under a liberalized Federal program are a net

addition to the present burdens. IFor example, much of the public assistance or
private charity which goes to supplement the prexently inadequate old-age pen-

b ~ions could be dispensed with, if the existing Federal program was sufficiently

liberalized.

The manner in which pay-roll tax costs under a social-security program are
often a substitute rather than an additional cost ¢an be clearly scen in the case
of temporary disability insurance. Assuming, as ix generally agreed. that the

. oont of this type of program could be met by a 1-percent tax on pay rolls, it

should be obvious that this would be no new cost suddenly to be thrust on society.

g The fuct remains that by some eatch-as-can method which doubtless imposes

‘vere and unexpected burdens upon millions of people, the families of tempo-
rarily disabled wage earners must scrape together resources to get by,

~ Such unbudgeted costs are in many ways the most severe of all and doubtless
mvn!\'(» greater suffering than would a pay-roll tax. IFurthermore, a wage earner
lacking adequate resources during such periods of enforced disability returns to
work before he is fully recovered. Frequently, he is laid up again, and the

vntire Nation, along with his family, suffers an economic loss.

To repeat, then, the pay-roll tax costs imposed to finance a liberalized soclal-
‘ceurity program will represent, to a considerable extent, merely the regulariza-
ton of charges al