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SOCIAL SECURITY AMENDMENTS OF 1955
TUESDAY, FEBRUARY 14, 1956
UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington,D. C.
The committee met, pursuant to recess, at 10: 05 o'clock a. in., in
room 312, Senate Office Building, Senator Harry Flood Byrd (chairman) presiding.
Present: Senators Byrd (chairman), George, Barkley, Williams,
and Carlson.
Also present: Elizabeth B. Springer, chief clerk.
The CHAIRMAN. The meeting will come to order.
The first witness is Mr. Edmund Fitzgerald, of the Northwestern
Mutual Life Insurance Co., of Milwaukee.
You may proceed.
STATEMENT OF EDMUND FITZGERALD, PRESIDENT, NORTHWESTERN MUTUAL LIFE INSURANCE COMPANY OF MILWAUKEE
Mr. FITZGERALD. Mr. Chairman and members of the committee, my
name is Edmund Fitzgerald. I am president of the Northwestern
Mutual Life Insurance Company, of Milwaukee, and for 1956 am
president of the Life Insurance Association of America.
The four gentlemen with me and I are appearing today on behalf
of the American Life Convention and the Life Insurance Association of America, which together represent companies that underwrite
over 96 percent of the life insurance in the United States.
For many years one of the important joint committees of the two
associations has concerned itself with social security. Members of
your committee may recall that we made a thorough study of social
security in 1953 and that a copy of our report was filed with your
committee. We have continued our studies of the subject since then.
Our testimony will deal with the reduction in the retirement age
for women and the monthly disability benefits proposed by H. R.
7225. It is our hope that our experience in the fields of disability
benefits, rehabilitation, pension plans, and retirement may contribute
to your consideration of these important subjects.
We thought, too, it would be helpful if a panel of witnesses appeared,
each presenting a brief statement on matters to which he has directed
particular study over the years and upon which he is a recognized
authority.
Mr. Leigh Creuss, vice president and chief actuary of the Mutual
Life Insurance Co. of New York, will discuss the retirement age for
women.
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Mr. Edwin C. McDonald, vice president of the Metropolitan Life
Insurance Co., will discuss trends in the retirement age provisions
of private pension plans.
Mr. Daniel J. Reidy, vice president and general counsel of the
Guardian Life Insurance Co. of Americd, will discuss disability
claim problems.
Mr. John H. Miller, vice president and actuary of the Monarch Life
Insurance Co., will focus his discussion on the broad issues raised by
the proposed disability benefit provisions.
Mr. Creuss is our first speaker.

The

CHAIRMAN.

We will be glad to hear from you, sir.

STATEMENT OF LEIGH CREUSS, VICE PRESIDENT AND CHIEF
ACTUARY, MUTUAL LIFE INSURANCE COMPANY OF NEW YORK
Mr. CREuss. Mr. Chairman and members of the committee, my
statement concerns the provisions of H. R. 7225 which would lower
the OASI retirement age from 65 to 62 for women workers, wives,
widows, and female parents. It also concerns the cost implications
of these provisions.
I31PROVED HEALTH AND VITALITY OF THE ELDERLY

The proposal to reduce the retirement age for women comes at a
time when striking gains are being made in the health of the elderly.
By and large, elderly people, particularly elderly women, have more
vitality and are better able to work than ever before.
The recent remarkable progress can best be demonstrated in terms
of increased life expectancy and decreased mortality rates. Following many decades of lesser progress, the period 1940-52 witnessed
a 7.4 percent increase in life expectancy at age 65 for men, and an increase of 12.5 percent for women.
These percentage increases at age 65 were greater than at any lower
age. Viewed in another way, men who had reached 65 gained about
a year in life expectancy in the 12-year period, while women who had
reached 65 gained more than a year and a half.
In numbers, the 12-year gain in life expectancy has meant a reduction in male deaths of about 197,000 a year, and in female deaths of
about 247,500 a year. Of these annual lives saved, about 65,000 of
the males and 100,000 of the females were at ages over 65.
There can be no real doubt that these figures reflect improved health
among the elderly. We know of the specific progress in medicine,
sanitation, nutrition, and related fields, that has reduced the toll of
both sickness and death.
And we also know that these gains have been supplemented by improved dentures, spectacles, hearing aids, and so on, that today keep
minor impairments from being more than trifling handicaps to work
or to enjoyment of life.
The improved vitality of both men and women suggests an increase
in the general OASI retirement age, rather than any reduction. And
if there were to be any difference between men and women in the
OASI retirement age, the greater longevity of women suggests a higher
retirement age for them.
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Of course, I am not recommending any such changes, but simply
stressing that the underlying facts concerning retirement age point
in exactly the opposite direction from that taken by the bill.
WOMEN WORKERS' RETIREMENT BENEFITS

So far as women workers are concerned, the case of those who
favor a reduced OASI retirement age for women is essentially an
assertion that it is a personal hardship for women to have to continue
working to age 65.
Yet the hardship-if it is a hardship-is no greater for a woman
than for a man. True, elderly people who lose their jobs may sometimes have some trouble in finding new ones, but again, this trouble
is not confined to women alone.
Also to be considered are the broad economic effects of encouraging the withdrawal of women from the labor force through lowering
the OA SI retirement age. For half a century our economic gains have
been partially due to the declining proportion of dependents or nonproducers to producers, as the following figures show:
Number of dependent8 per person in the labor force
1900 --------------------------------------------------------------1930--------------------------------------------------------------1950---------------------------------------------------------------

1.75
1.59
1.40

However, with the increasing longevity of the aged and with the
growing numbers of children resulting from the high birth rates of
recent years, the past trend is being arrested, and an increase in the
ratio of nonproducers to workers is setting in.
By lowering the female retirement age in OASI, the ratio of nonproducers to productive workers will increase further, and the result will be a heavier future drag on our economic progress.
WIFE'S OLD-AGE BENEFITS

Proponents of the reduced retirement age for women urge that
since an aged couple may need both the husband's and the wife's benefits on which to live, the wife's benefits should begin when the husband's benefits start. The 3-year reduction in retirement age for
women is suggested as a means to this end, since wives average a few
years younger than their husbands.
However, the average retirement age at which men under OASI
actually retire has been about 68 or 69, so there is already substantial
leeway to take care of wives somewhat younger. Moreover, the reason
for an average retirement age of 68 or 69 for men is not that they
are waiting for their wives to reach 65.
A study recently published in the official Social Security Bulletin
reached the following conclusion:
Only 2 percent of all workers who retired apparently had deferred their retirement until the wife reached age 65. For the remaining 98 percent of the
cases the receipt of benefits by the wife had no effect.

Thus, a reduction in the female retirement age is not needed in
many cases for both husband's and wife's benefits to start at the
same time.
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In many other cases, a 3-year reduction in the female retirement
age would fall far short of attaining the stated objective. The study
published in the Social Security Bulletin, that I referred to, shows
that over 50 percent of male workers had wives who were more than
3 years younger than they. There would consequently be many cases
where the wife would have to wait one or more years after the husband's retirement to receive benefits.
On the other hand, if Congress attempted to fully achieve the purpose of the proposal for all wives, it would encounter prohibitive
costs, relative to what would be accomplished. Also, without any real
reason, it would be furnishing benefits to many able-bodied younger
women, without children.
Consequently, we see no justification for departing from the uniform retirement age of 65 for wives. It would introduce a new
element of discrimination into OASI, to provide benefits for some of
the wives under 65 and not for the others.
AGED WIDOW'S AND FEMALE PARENT'S BENEFITS

With respect to widows, the proponents of a reduced retirement
age express concern about the plight of women who lose their husbands
when they are not many years below 65.
It is argued that since many of these widows have never worked,
or do not have recent work experience, it is impossible for them to
find jobs when the death of the family breadwinner makes a search
for employment necessary.
The case with respect to female parent's benefits is essentially the
same.
This argument is based on the thought that widows must seek employment at advanced ages due to lack of other resources. However,
the $370 billion of life insurance in force in this country has been purchased mainly for the purpose of providing cash benefits for surviving families whose chief support has been withdrawn.
More than 60 percent of all death benefits under life insurance
policies are paid to widows, a large proportion of whom are in the
60-65 age bracket. It is estimated that at the end of 1955 life insurance per family in the United States averaged about $6,800.
This figure indicates that, on an average, women becoming widows
between 62 and 64 would have something like $2,000 to $3,000 or more
a year to live on until reaching 65, from life insurance alone.
In addition, most widows have other resources such as savingsbank deposits, ownership of a home, and-among other items-a
lump-sum death payment coming from OASI.
Moreover, it is important to realize that family assets in the United
States have been steadily increasing in recent years. The per-family
ownership of life insurance, in particular, has been moving upward
at a very rapid rate.
It should also be realized that the argument for commencing widow's benefits at 62 would be equally valid, or even more so, in urging
commencement of benefits at 60, 55, or any age. Consequently, the
same discriminations, costs, and other difficulties mentioned with
respect to wives; would be involved if any departure from the uniform
retirement age of 65 is made for widows.'
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COST IMPLICATIONS OF REDUCING THE FEMALE RETIREMENT AGE

In thinking about the costs of the proposed reduction in the retirement age for women, it is helpful to keep in mind the value of some
illustrative life incomes. A life income of $100 a month for a man
aged 65 is worth $12,600. For a woman aged 65, it is worth $14,500,
while at age 62 it would be worth $16,100. In general, the value of
specified monthly benefits for females are about 15 percent greater
than for males of the same age.
Moreover, it should be realized that the cost of monthly retirement
incomes are usually met by annual premiums paid over the individual's
working lifetime. If the retirement income is to start at an earlier
age, the annual premium costs go up, not only because of the increased
life expectancy in retirement but also because of the shorter premiumpaying period.
Thus, the annual costs for a woman's retirement income beginning at
age 62 are about 35 or 40 percent greater than in the case of a woman
retiring at age 65. These figures may suggest the really substantial
cost consequences- that stem from what may seem like quite a small
reduction in retirement age.
The official cost estimates for the proposal were surely prepared with
these points in mind; I do not mean to challenge them. In general,
we feel the official figures are reasonable, but it is important to realize
that the range of possible error is great, and that the actual costs may
well prove to be widely at variance with the official "intermediate"
estimates.
While future experience may result in costs less than the "intermediate" estimates, there are a number of serious reasons for thinking
they will prove to be much greater. For one thing, women may go on
the beneficiary rolls at earlier ages than is allowed for in the official
estimates. This could happen, for instance, by reason of liberalization in private retirement plans, the benefits of which along with the
OASI benefits might increase the attractiveness of retirement for
women.
Secondly, the official estimates are based on an assumption of highlevel employment. While a depression such as occurred in the 1930's
may be unlikely, it is quite possible that economic conditions from time
to time will be less favorable than is assumed in the estimates. In that
event, relatively more people would be on the beneficiary rolls, with
fewer paying the OASI taxes.
There is also a question on the extent to which female mortality will
improve in the future. We think it quite likely that current trends
will continue and that women will live much longer in the future than
the official estimates allow for.
A recent official study assumes that life expectancy for females at
age 65 will increase gradually from 14.7 years in 1948 to 16.2 years in
the year 2000-a gain of only 1.5 years.
Yet in the 12 years from 1940 to 1952, life expectancy for females at
65 increased by 1.7 years-that is, from 13.6 years to 15.3 years. In
short, the official estimates assume less improvement in 48 years than
we have seen in a recent 12-year period.
Still a further point is that the official estimates naturally do not
allow for future liberalization in the law. However, if the past is any
guide, the possibility of future liberalization must be recognized.
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Once a departure is made from a uniform OASI retirement age of
65, there will surely be pressures for further liberalization applying
both to men and women. Moreover, further costs might well come
from the present proposal by reason of extraneous future liberalizations in the law.
For instance, if the "work clause" amount which is currently $1,200
a year should subsequently be increased to $1,500, women between the
ages of 62 and 65 would be encouraged to comply with the more liberal
requirement and thereby get benefits in addition to part-time earnings.
It is not inconceivable that the time will come when mounting
social security benefit payments will require Congress to consider
means of holding down costs. In the United Kingdom, the Chancellor of the Exchequer recently recommended a 3-year increase in
the retirement ages of the British social-security system to meet the
growing financial problem. And in Sweden, an increase in the retirement age from 65 to 67 for both men and women was adopted a few
years ago.
Should financing problems subsequently require the United States
to consider an increased retirement age, it could hardly be wise for
the female retirement age to have been reduced in the meanwhile.
To sum up, we believe that a reduction in the retirement age for
women is not warranted either for women wage earners, for wives, or
for widows. The costs of such a reduction would be relatively great,
and there is no clear reason to incur them.
Elderly women have at least as much vitality as do elderly men and
are at least equally able to work up to age 65. In the cases of wives,
the proposed reduction would enable only a relatively small proportion of married couples to begin drawing benefits at the same time
and would introduce a new element of discrimination into the OASI
system.
In the case of widows, the proportion of elderly women who could
go immediately on the beneficiary rolls at the death of their husbands
would not be very large, while the typical resources of elderly widows
are considerable.
The CHAIRMAN. Mr. Creuss, thank you for a very informative statement.
Are there any questions?
Thank you, sir.
Next witness.
Mr. FITZGERALD. Mr. McDonald.
STATEMENT OF EDWIN C. McDONALD, VICE PRESIDENT,
METROPOLITAN LIFE INSURANCE CO.

Mr.

McDONALD.

Mr. Chairman and members of the committee, my

company has been underwriting and administering retirement plans
since 1923. Both in number of plans and volume of funds weave
a great deal of exposure to the attitude of employers and employees
with respect to various features of retirement plans.
I have had much to do with the installation of many of these retirement plans over a period of 30 years. In practically all of the earlier
plans the retirement age for women was set 5 years earlier than the
retirement age for men.
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In the main, this retirement age for female employees was set at
age 60, although in some few plans it was set as low as 55, particularly
some of the oil companies and those in overseas employment.
It is difficult to say why employers selected a somewhat lower
retirement age for women than for men. I have heard some students
of the subject suggest that it probably was borne of some chivalrous
attitude rather than any concrete evidence that this differential was
necessary. I know there was some idea that the physical capacity of
a woman between 60 and 65 was less than for a man.
Regardless of the reasons for this retirement age differential in the
older plans, I think it is highly significant that in the last few years,
more particularly 1954 and 1955, practically all of the plans my company is administering, as well as many other plans with which we are
acquainted, advanced the retirement age of women from 60 to 65.
Having been identified personally with a substantial number of
these changes in retirement age, I inquired of the industrial relations
and personnel people in these companies why they felt such a move was
desirable and was the change working out satisfactorily. You may be
interested to hear their reasons.
The first case I mention is the Rochester Gas & Electric Co.
A prominent New York State public utility comments:
Our experience from many years of operation of our retirement plan shows us
clearly that most women do not wish to retire until 65. Furthermore, we find
that the health of our feminine employees between ages 60 and 65 is surely as
good as the health of our men of similar ages.

A Boston bank makes this statement:
Because of requests of women reaching age to continue working with us, we
inquired of all our women employees as to their preference on retirement age and
each thought that there should be no discrimination between men and women in
the plan and that they should be allowed to work until 65. I should add that it
appears to us that our women employees generally are in better health, or
certainly as good health as our men employees between ages 60 and 65. To date
we have found this change in retirement age to be very satisfactory.

A refining company in Chicago reports:
We are completely satisfied with the change we made in retirement age for
females, not only because we wanted to have a uniform retirement policy but,
frankly, because the cost of coverage for female lives based on retirement at age
60 was excessive.

From a director of a museum of natural history, this statement:
The two principal reasons we changed our retirement age for women was to
allow them to build up credits for another 5 years which they earnestly sought
and, in addition, to save the museum some money on account of it.

From a large rubber company:
We adopted a normal retirement age of 65 for females to eliminate discrimination for or against that sex and also to reduce the cost on future purchases of
annuities. We think we have also avoided a great deal of complaint by females
who objected to retiring earlier than men.

From a large casualty insurance company:
We found the great majority of our women employees were entirely competent
and capable of continuing beyond age 60.

Another large insurance company says:
We never did retire women employees at 60 and therefore our practice was not
consistent with the provision of the contract. Furthermore, women working to
65 instead of 60 will permit them to accrue a much-needed additional amount of
annuity.
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A large New York insurance company says:
The great majority of our women reaching 60 not only expressed the desire to
continue working but their attendance and health records showed us they were
easily enabled to continue. We are thoroughly satisfied with the change.

A large chemical company remarks:
Administration and understanding are greatly simplified by having one normal
retirement age. Since almost all of our female employees are clerical people in
our offices, there is no question but what they wish to work as long as men.

A San Francisco bank says:
The reasons we extended the normal retirement age for females from 60 to 65
was the direct result of complaints from our women employees who wanted to
work until the same retirement age as men.

A Los Angeles trust company says:
We know we have made direct savings both in money and complaints by
changing the retirement age for women.

A prominent food company remarks:
Our women employees were so aroused against the fact that we retired them
earlier than men that they threatened to take it up with their union representatives as a grievance. When we made the change we found a great deal of
approval all along the line and are very happy we made the move when we did.

All the way through the various different companies that responded
to my request, I find that they say the health of women employees
between 60 and 65, their attendance records and in general their whole
deportment and ability to carry on their particular work is as good as
men.
My own company's experience, drawn from a large force of women
employees, shows that 75 percent of all of them ask to stay in service
beyond 60 to 65. They feel it is discrimination against them not to
permit them to have the same retirement age as men.
Some of the firms which have found it advisable to advance the retirement age of women from 60 to 65 are.: Eastman Kodak, Phillips
Petroleum, Quaker Oats, Socony Vacuum, Ohio Edison, United Fruit,
St. Regis Paper, Greyhound Lines, General Electric, American Bankers Association, Lumbermen's Mutual Casualty, Pacific Gas and Electric, Chicago Museum of Natural History, Home Insurance, and many
others.
The position of these companies is reinforced by a recent statement
by the medical director of a large industrial company-one of the
principal Standard Oil Cos.-to the effect that their experience indicates pretty clearly that women can carry on their work as effectively
as men between 60 and 65.
I have assembled here a considerable amount of opinion which
supports the idea of women working to the same retirement age as
men.

If, however, the proposed reduction in the retirement age for women
were enacted, there would doubtless be a strong pressure for a similar
reduction in private pension plans. Such reduction would entail substantial costs, which in turn would mean that less money would be
available for other objectives.
For example, many employers are doing or considering "repair"
work on their pension plans to correct the adverse effect which inflation
had on the adequacy of pension credits which had been provided for
past service.
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To illustrate the cost of a change in retirement age, I made some
calculations on one of our group customers with 960 employees and
a $4 million payroll. Approximately one-half of the work force is
composed of women. To move the retirement age for women from
65 to 62 would increase his current cost of $287,000 by 16 percentwould add substantially to his past service cost.
To move the retirement age for both men and women to 62 from 65
would increase the employer's outlay by 31 percent, not to speak of
the effect of past service cost.
Recently as a member of a small group of consultants to the Labor
Department on the problem of employment for the older worker, I
heard the Secretary of Labor express concern about the adequacy of
our labor supply to meet the rise expected for our gross national
product in the next decade. It seems to me that if this country is
to be faced with an inadequate supply of working people in the relatively near future, even if it is not here already, it would be questionable to reduce the retirement age of the Federal plan to 62 for
women.
This not only might ap ear to be a discrimination against women,
but also would take out oF the labor market at a most inappropriate
time a segment of the working population. In our larger cities the
need for clerical help has required many employers to borrow highschool students for part-time work a few hours in the afternoon, overtime has increased, and in general it is a very real problem.
A careful investigation reveals no instance in recent years where
the retirement age has been lowered from 65 to 60 in these private
plants. The trend has been all in the other direction. Certainly the
experience of retirement plans is distinctly contrary to that being
proposed for the Social Security Act and it is my judgment that
instead of being welcomed by female employees, generally speaking
it will be questioned and perhaps resisted.
The CHAIRMAN. Thank you very much, Mr. McDonald.
Senator BARKLEY. I suppose your testimony and that of your associates here in the insurance field is not actuated or motivated altogether by the fact that it may have an indirect effect upon your
companies, that is, your pension plans. As I understand it, that is
one of the objections to the reduction of the age for women, it would
make it necessary for many of your companies to do the same.
But in addition to that, you are speaking about it from an economic
and philosophical standpoint, also, are you not?
Mr. McDoNALD. I was quoting the Secretary of Labor on that, that
he felt that our labor force would be inadequate to meet the gross
national product that is estimated to be effective 10 years from now.
And we assume that women would constitute an important segment
of that working population.
Senator BARKLEY. That is a speculative matter, whether the backlog of available labor 10 years from now would be reduced or increased
by such conditions. I do not think anybody can foresee what may
happen.
Mr. McDONALD. In the large urban centers today though, as I
mentioned, it is a very distinct problem and we have to keep everybody
we possibly can, even at the older ages of women, in service, because
of this great demand for clerical assistance on the part of companies
that have that type of employment.
73192-56-pt. 2-2
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It isn't speculative in the larger cities.

Would you say that a larger proportion of

women, based upon the relative numbers of men and women employed,
say between 60 and 65, that the larger or smaller proportion of those
who wish to continue would be women or men?
Mr. McDONALD. I would think that so far as 60 to 65, since most
retirement plans have a normal retirement age of 65 for men and in
many instances in the past they have been at 60 for women, that it is
the large proportion of the women certainly that want to stay on, and
many of the men also want to stay on beyond 65, and that is granted
today.
It was quite common 10 years ago to see the compulsory retirement
age as the fashionable thing at 65. That is no longer true.
Senator BARKLEY. We have in the last half century increased the
expectancy of man by nearly 25 years.
Mr. McDoNALD. That is right.
Senator BARKLEY. And certainly, they are bound to be more healthy
and able, and it presents a very difficult problem of what we will do
with older people in this country.
Mr. McDONALD. Don't you think it is significantSenator BARKLEY. I read an article in Argosy magazine in which
that is discussed. If you have not seen it, I recommend it to you.
Mr. McDONALD. I will read it. Don't you think it is significant
that a number of plans have increased the normal retirement age for
men from 65 to 68?
Senator BARKLEY. Yes, I presume that is in line with that.

Mr. McDONALD. Reenforcing what you are saying.

Senator BARKLEY. That is a direct result of the fact that everybody
is healthier and stronger than they used to be. What will we do about
people who get beyond a certain age and are still able to work-that
is a very difficult problem.
I have a good many letters from women who want it reduced to 62,
many of them maybe between 62 and 65, and they want to get in on
it before they get to be 65.
But there are a good many women that feel that way about it, not
necessarily-Well, I do not know, but we are all looking after our
own interests in one way or another.
Mr. Ward said: "One man has as much human nature in him as
another, if not more."
Thank you very much, sir.
Senator WILIAMS. I notice on page 3 you state, based upon your
own company's experience, drawn from a large force of women employees, it shows that 75 percent of all of them asked to stay in service
beyond 60 to 65.
Could you tell us what percentage of your employees-I think you
said you had about 12 ,000-represent women beyond the age of 60
and what percent represents beyond age 65?
Mr. McDONALD. I would say that as a percentage today, there are
at least 75 percent that are beyond 60 of our current working force.
That was your question?
Senator WILLIAMS. Yes.

Mr.

McDONALD.

Of course, in days gone by we did have age 60

before we moved it up to 65.

So the full effect of that will not be felt
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for some years. But as of right now, I would say that certainly better than 75 per cent of them have gone beyond 60. I do not know if
I answered your question or not.
Senator WILLIAMS. What I was wondering, out of the 12,000 employees, what percentage of them are women beyond the age of 60
and how many beyond the age of 65. In other words, I was trying to
determineMr. McDONALD. I would say-I could only guess that probably
not over 10 percent, sir, are beyond 65.

Senator WnLIAMS. Thank you.
Senator BARKLEY. There is another problem that enters into this
thing, especially in times when there is a surplus of labor, and that is,
how long an elderly person should be permitted to hang on to a job
and thereby deprive a younger person who is coming on of the opportunity for employment. That is a social one as well as an economic
problem.
If we could always be sure there was a shortage of labor that would
not arrive, but I do not believe we can assume that at any given time.
Does society owe it to the younger generation to make such a provision for the older generation to get them out of the way of the younger
ones as they come along seeking employment?
Mr. McDONALD. Didn't you answer that partly by suggesting that
the physical capacity of an individual to carry on, be he man or
women, is much greater.
Senator BARKLEY. I do not know whether I answered that or not.
I commented on that, that is true. But even so, if there is a surplus
of labor and the younger man is knocking at the door for employment
and he has his economic and social obligations as well, whether as
between the two, the older and the younger group, society which is represented by Government owes it to the younger ones to clear the way
somewhat by providing subsistence for the elderly ones so the younger
ones may get jobs.
That was a part of the theory on which social security and old-age
pensions were inaugurated in the beginning so far as Congress was
concerned. It was to help to take care of older people and at the same
time make way for younger ones who were coming along.
Mr. CRETss. May I suggest that this legislation is being considered
in an environment of full employment.
Senator BARKLEY. Yes; you cannot say that is a normal environment, however, because we have had great ups and downs in employment as we have in economic prosperity.
We hope it will continue, an era of full employment, but we cannot
guarantee that.
Mr. Cimuss. Certainly not.
Senator GEORGE. I am sure you gentlemen have considered it, but
you are dealing with averages. You have a lot of under averagesyou have great hardship in many cases of women workers, and a social
security system cannot very well avoid some consideration of the
underaveraged person all of the time, when it is being developed.
And Mr. Creuss mentioned the fact of the aged benefits to the
widow, and the benefits that an employee, a worker, may get. If she
was held until she reached 65, sometimes it does work a very great
hardship.
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Mr. CREUSS. That is true, Senator George. The best information
I have on that, however, is that something in excess of 80 percent of
the families have insurance when the breadwinner dies. Maybe that
is not a satisfactory answer.
Senator GEORGE. That may be on the average again.
Mr. CREUSS. No, 80 percent.
Senator GEORGE. Eighty percent have some insurance.
Mr. CREUSS. Have some insurance.
Senator GEORGEF,. And on the average they have so much insurance?
Mr. CREuss. On the average.
Senator GEORGE. But a great many of them have under the average
or else you would not have had that average.
Mr. CREUSS. That is correct.
Senator GEORGE. That is right. Therefore, you have to consider
those things when you are dealing with a social security program.
I am one of those who have been with the social security legislation
from the very beginning. I am one of those who have not desired to
see it expand into a compulsory insurance system.
In fact, I voted against the last social security amendment, the 1954
amendment, because it did convert the system in my judgment almost
completely-we have made some progress in that direction constantly-into a compulsory, a universal compulsory insurance program.
And I know the consequences of that ultimately. You gentlemen
know it. You know it will run us into trouble, certainly, or into a
very high cost program which will be very burdensome to the average
income producer in the country.
And at the same time, I cannot escape the thought that when you
are dealing with women workers who have reached the age of 62 to 65,
that your averages do not adequately account for the hardship in the
underaverage case. You get my point?
Mr. CREuss. Absolutely.
Senator GEORGE. That is most unfortunate.
May I make this observation as one who has been working almost
all of 78 years; working becomes a routine, if one is in a regular job
for a long time. It is not half as hard as having to set up every one
of your decisions in a new employment. Habit is an awfully big thing
in our life as well as a bad thing.
And if the woman worker is thrown out of the job in which she
has been trained and in which she has been constantly, steadily at
work and in which she is still completely competent to carry on and
in which she prefers to carry on, she faces a very different situation,
both in finding a job and, second, in holding it down, because it is a
different kind of work. She will have far more difficulty than to
carry on the work of the position or the job in which she has had
say, 20 years of continuous experience.
Those are just observations but they are observations which I am
making to you to indicate to you that I have great difficulty in considering this thing on your laws of averages because you have these
underaverage and you have women at 60 who do go out, who are
thrown out of the regular job, not in your big industry but in your
smaller industries, throughout the country.
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The industry may go out. And then it becomes quite a different
thing for the 60-year-old or 62- or 63-year-old woman to find a job and
to really hold it, with any possible ease or success.
I merely make these observations to let you know that the problem
is not 'new. We have thought of it, and worked over it, for a long,
long time.
Even our very able and capable secretary in this field now, Mr.
Marion Folsom, at one time when he was on the committee set up by
the Congress, but mainly by this committee, suggested retirement for
the women at 60, that is, women workers.
Of course, there have been certain changes and all like that, and you
gentlemen have probably noted them in your averages, but it is just
that you do arrive at these conclusions necessarily on a consideration
of averages.
Mr. FITZGERALD. Would not the very fact that the OASI age was
kept at 65 put some bias or pressure on keeping retirement practices at
65? I think the chances of being retained would be increased.
"Senator GEORGE. That is true, when the industry needs it. You are
quite right, one absolutely limiting factor on your progress in any
direction is the number of people who can do the work. That is an
absolutely limiting factor.
We can borrow money and we can get credit and we can expand it.
We can do various things, even in a military way, but your limiting
factor is your manpower. That is true. There is no question about
that.
And from that point of view, it is desirable to keep the retirement
age up and to provide steady employment for those who are advancing
in age.
But again, I come back to the proposition that you have your underaverage always to strike that average, and in that field of the underaverage there is hardship.
Mr. McDoNALD. Do you not think it is significant that so many
medical authorities that are dealing with these industrial firms feel,
though, that women can perform their duties as satisfactory as men
at these older ages; that they have found through long experience that
this differential really is not needed in order to get efficient work?
Senator GEORGE. I think that is true. I think there are other
reasons. I think that women at 60 years have far better habits than
men.
Mr. FITZGERALD. We all agree with you on that, Senator.
Senator BARKLEY. I have kuown you a long time and your habits
have always been pretty good.
Senator GEORGE. Thank you very much.
The CHAIRItAN. Thank you very much, Mr. McDonald. You made
an excellent statement.
Mr. FITZGERALD. Mr. Reidy.
STATEMENT OF DANIEL 3. REIDY, VICE PRESIDENT AND GENERAL
COUNSEL, GUARDIAN LIFE INSURANCE COMPANY OF AMERICA
Mr. REIDY. Mr. Chairman and members of the committee, I direct
my remarks to that portion of H. R. 7225 which proposes to provide
monthly disability benefits for certain disabled individuals who have
attained age 50.
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COMPANY EXPERIENCE

The life-insurance business has operated in the field of total and
permanent disability insurance for some 45 years. I would bring
to your attention some administrative and claim problems we have
encountered; problems which this proposed amendment, if adopted,
must also encounter, but on a greatly magnified scale.
When in 1910, we commenced issuing total, permanent disability
clauses, our benefit was limited to waiver of the premiums as they
fell due under the individual's life insurance policies. This is analogous to the present provision under the Social Security Act, the socalled freeze provision.
Our next step was to pay annual disability annuities, usually 10
percent of the face amount of the life insurance. Our safeguard,
though, was that such annual payments were deducted from the face
amount of the policy.
It was in the 1920's that we jumped with both feet into the monthly
disability payments without reduction of the face amount of the
contract. We liberalized our old total and permanent disability clause
so that a total disability that had existed for 3 months was presumed
permanent. The usual monthly benefit was 1 percent of the face
amount of the life insurance, i. e., $100 per month on a $10,000 policy.
We waived the premiums so long as you remained totally disabled
and the amount of the insurance was not thereby reduced.
Times were good in the 1920's, claims were mostly valid. We gradually learned how to administer this claim disability field. When I
entered the business 1 month after the great crash of October 1929,
our basic procedures were established, but claims were beginning to
quickly increase in number.
With mounting losses, the industry and the State regulatory authorities took another look at lotal, permanent disability, both as to type of
benefit and premium rates charged therefor. The National Association of Insurance Commissioners, working with the insurance industry,
introduced new standard provision for life insurance total and permanent disability benefits. Rates based on experience studies were increased about 50 percent for men, 150 to 200 percent for women.
Underwriting of disability risks became quite strict. Women, unless
gainfully employed, were in most instances no longer eligible for such
benefits.
With the depression came many questionable claims, fraudulent
claims, even claims rackets. Litigation.expanded throughout the country. Courts, in some areas, instead of squaring the total disability
clause with the facts of the case allowed sympathy, prejudice, sociological, and other factors to influence their judgment.
Our usual total and permanent disability clause required the insured
to be totally disabled and unable to follow any occupation whatsoever
for remuneration or profit. Our premium rates for such clause were
based on such type disability.
Courts and juries, though, rewrote the clause, interpreting it so
that if an insured was unable to follow his occupation or even to perform the substantial duties of his occupation, he became entitled to
have his life-insurance premium waived and monthly total disability
benefits paid.
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Total, permanent disability became partial disability; it became
professional disability; it became unemployment insurance; and at
times it became retirement insurance.
As the depression mounted, claims mounted. Despite the increase
in premiums, losses to the life-insurance business became tremendous.
Between the years 1931-38, inclusive, the life-insurance companies
operating in the State of New York alone lost over $370 million on
total and permanent disability.
By the year 1932, most life-insurance companies had stopped issuing
new life-insurance policies containing provisions for payment of total,
permanent disability benefits.
What did we learn from our very trying experience? We learned
the following:
1. Adverse economic conditions have a major impact on the incident and duration of total disability when compensated by monthly
total disability income.
2. The "moral hazard" is a most important factor in successful
underwriting and claims procedures.
3. Claims procedures must be established that, while fair, will also
be alert to malingering, to fraud, to recovery, rehabilitation, and
reemployment.
4. Premium charges must be sufficient to allow sufficient reserves to
cover foreseeable hazards and maintain solvency.
5. Rehabilitation, with benefits allowed for limited trial working
periods of about 3 or 6 months, often converts the "desire" to work
into the "will" to work.
If we could rehabilitate one of our claimants by saying, "0. K., your
doctor thinks you can start work now, we will continue to pay the
benefits for 3 months or 6 months, you forget about the total disabilitv"--we found out by doing that we encouraged them. And most
of the people that returned to work that way, continued working and
were no longer totally and permanently disabled.
Full payments are made during such periods while the insured,
actually returning to work, builds up his strength and confidence
again. If the effort is successful, benefits cease; if not, benefits are
continued without any new waiting period. Results have been excellent in this field.
6. Sound claim procedure involves not only initial actions, but, of
equal importance, proper reviews, followup inspections, and interviews. The longer a person remains on the disability payroll the
farther he becomes removed from employment opportunities and
incentives. Actual field inspections are of the utmost importance in
the followup on admitted claims.
You have to keep in touch with these people on an individual basis.
7. Selection and training of competent, intelligent, fair claims personnel is a keystone to sound claims administration. It has been our
experience that it takes a minimum of 2 years to properly train a
competent claims representative.
It has also been our experience that we interview 50 applicants to
select 1 good prospective claims trainee. He must have somewhat the
qualities of a judge as defined by Socrates: To hear courteously, to
answer wisely, to consider soberly, and to decide impartially.
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H. R. 7225 proposes to introduce monthly disability income payments to eligible disabled persons, age 50 and over. With several
hundred thousand initial claimants, it is reasonable to assume many
thousands of cases wil be neither readily approvable after completion
of proofs, investigation, and review nor readily disapprovable. These
cases are the hazy group of questionable cases, malingerers, and frauds.
The insurance industry has had its share of individual frauds and
of organized fraud rings operating beyond State boundaries. It took
us years, cost us millions of dollars before, with the great assistance
of the postal inspectors and Federal and State prosecutors, we broke
up the tuberculosis and heart rackets. The proposed governmental
program would surely encounter much greater difficulties in this area
than we did.
We have tried to carefully select the people to whom we will issue
disability, but under your program you have no right to select because
you are going to take in everybody.
H. R. 7225, if enacted, would immediately cover many millions of
people for total and permanent disability benefits. This without any
opportunity to apply sound underwriting rules regarding age, income,
occupation, health, or possible moral hazard-rules which we found
so necessary in the business of total, permanent disability insurance.
With no power of selection of risk, with such a greater exposure, it
stands to reason the Government would have a greater share of questionable cases. It is important to remember that in this field of total,
permanent disability insurance it does not take very many questionable cases to greatly increase costs.
Here is why. Total disability insurance is a form of insurance
which, if it would be successfully underwritten, must depend on a low
frequency of total disability claims because of the high claim value of
each case.
In contrast, hospital-benefit insurance, for instance, is the type where
one expects a high claim frequency but low claim value. Thus, if we
expect, for example, that 1 percent of our insured will become totally
disabled in a year but the attractiveness of the total disability income
induces an additional 1 percent of our insured to go on the disability
rolls, we automatically double the claim payments.
Thus, even a minimum of questionable or fradulent cases has a terrific impact on costs and can upset the entire plan of financing.
Under the proposed amendment there is no leeway to dispose of the
questionable cases-the cases where there is room for honest differences
of opinion. Such cases must either be wholly approved or wholly denied. Due to such inflexibility of claims administration, the Congress
will undoubtedly be flooded with complaints of those who feel they
were unfairly treated when their claim is turned down.
The proposed disability determinations would, of course, be subject
to both administrative and judicial review. I would not even hazard
a guess as to the additional number of administrative, quasi-judicial,
and judicial personnel who would be needed eventually to operate the
appeal procedures.
How, under a complex administrative system, can you really maintain uniformity of action throughout the country? Try as you will to
establish standards, policies, and procedures to assure nationwide
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equality of treatment, ultraliberalization will be the rule in some
areas, fair administration in others, very strict interpretation in others.
I would refer to State decisions on what constitutes total, permanent
disability to back up this statement, because with the same clause interpreted by courts of different States we have come down to the fact
that certain people who are only 25-percent totally disabled have been
found to be totally and permanently disabled for the benefits under a
life-insurance policy.
Just to add a little levity to the discussion, in checking some of these
decisions, I found that even elected officials at times come under various interpretations of the clause and I just jotted down two decisions
that I thought you might be interested in.
One court said thatthe very nature of an employment growing out of a popular election is such that
it cannot be considered in determining what is total and permanent disability
within the meaning of the policy.

Another court said:
In addition to sustaining a substantial decrease in income, his presently referred to occupation of sheriff has absolutely no stability or fringe benefits
found in most occupations and particularly found in plaintiff's original occupation. His security is totally dependent upon the will of the local people. It
is in no way necessarily related to his physical condition or ability to serve.
Undefinable intangibles control his future.

So it seems to me that every time you have a different occupation you
have a different decision from some of the courts.
Many people become totally disabled. Relatively few remain permanently disabled. But where is the break-even point between the
incentive to work and the incentive to become and remain totally
disabled?
There are already in operation throughout the United States many
plans which provide various benefits for both short- and long-term
disability. If we add another layer of disability benefits, as this bill
proposes to do, to the attractiveness of such income-tax-free payments,
we further depress the incentive to return to work and inflate the desire
to remain disabled.
In periods of economic recession or actual depression, our past experience has shown that disability benefits tend to become unemployment
benefits for people with real or fancied ills, who, if their business had
not failed or their employment had not been terminated, would have
continued to work. Such benefits, as the individual oTOws older, tend
to merge into retirement benefits.
One final point: Legislation such as this should not be considered in
a vacuum. In addition to considering the welfare of the individual,
consideration must also be given to the welfare of the Nation and its
economy.
The interests of the disabled individual and the Nation are interdependent and are best served when that individual is returned to a
productive role. This is particularly important at the present time
when, with a world divided, with a potential opposition which has
overwhelming superiority of manpower, wisdom demands that our
productive capacity be maintained at a maximum level.
The CHAIRMAN. Thank you, Mr. Reidy.
Have you available a definition of "permanent disability" included
in the insurance policy?
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Mr. REIDY. The general definition in life insurance policies first was
that the individual-

The

CHAIRMAN.

Have you got the exact language?

I want to com-

pare it with the language in the bill.
Mr. REIDY. I can give you the exact language of our own clause right
now, which is a very liberal disability provision we instituted about
3 years ago. The definition in our own contracts is that the incapacity
of the insured resulting from bodily injury or disease which prevents
him from performing substantially all of the work pertaining to his
occupation or any other occupation for which he is or may be suited
by training, education, or experience.
That is a very liberal definition peculiar to out own company. Most
of the other companies at the present time still say that he must remain unable to follow any occupation-totally and permanently disabled.
Of course, you have a 6 months' condition there. If he is totally
disabled for 6 months, that in and of itself will be presumed to be
permanent disability.
The CHAIRMAN. How do you think that compares to the definition of
the bill?
Mr. REIDY. I have studied the definition of the bill, Senator Byrd.
I think it is a good definition, because I do not think, no matter what
definition you put in writing, when these definitions go to the courts,
based on our experience, it depends on the court, it depends on the
jury, it depends on the area as to how they will define that total and
permanent disability clause.
The CHAIRMAN. In the case of the insurance companies, the doctors, the insurance company employs the doctors to make the examinations, do they not?

Mr. REIDY. On disability?
The CHAIRMAN. Yes.

Mr. REIDY. Only in the unusual case. If we have a doubtful case,
for example, we will retain a physician or specialist to examine the
insured at our expense, yes, sir, but on the determination as to whether
or not the man is totally and permanently disabled, our procedure is
that only if it is a questionable medical case is the case referred to our
medical department for expert medical opinion.
We get the proofs. We also have our inspection reports where we
have interviewed the doctor and have interviewed the claimant. We
have also checked with the employer, you see. And we have a pretty
good background by the time we approve the case.
We do not use doctors on every case.

The

CHAIRMAN.

Is it your understanding that any contributor to

the social security could take a case into the Federal courts in the event
that his application for total disability was not granted?
Mr. REIDY. Yes, sir. As I read the bill you have six administrative
steps.
If you are turned down initially, then you have a right to go to the
appeals board, and if the appeals board decides "no." then you have
a right to go to one higher echelon in the Social Security Achinistration. And then after that, you have the right of judicial review by
proceeding through the Federal District Court; and then, naturally
up through the Circuit Court of Appeals.
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The CHAIRMAN. Thank you very much.
Any other questions ?
Senator GEORGE. I do not have any questions, but in the case of disability of veterans, the court did finally decide that since the policy was
a contract, that the veteran could not be denied the right to judicial
review ultimately. It may have been held and properly that the
administrative remedies given should be exhausted but then in the
Lynch case they held that the insurance benefits were contractual and
that the holder of the policy, the veteran, was entitled to a judicial
finding.
And that would undoubtedly be true, I think you are right, in
social-security cases, because it is a compulsory, not a voluntary system-a compulsory system supported by taxes levied on the insured and
levied on his employer.
Mr. REIDY. Yes, sir.
Mr. FITZGERALD. With benefits as a matter of right.
Senator GEORGE. He would have a right of final review in court.
Mr. REIDY. We have gotten far down on the administrative law.
I believe we should have a lot of these decisions reviewed by our
courts.
Senator GEORGE. I share your view.
Senator BARKLEY. Are you recommending concretely that we eliminate from this bill the question of total disability altogether or that we
try to write a new definition or a new formula for determining total
disability?
Mr. REmY. I am recommending that you knock out the total and
permanent disability provisions from the bill completely.
Senator BARKL=. Is that because of the difficulty of determining
what is total disability or the unwisdom of having any total disability
provision in any social-security law?
Mr. REIDY. I would say, in answer to that, both reasons. No. 1,
that social security was originally introduced to provide a basic floor
of protection. When you get into the disability provisions, you are
expanding that into a nationwide compulsory insurance field.
But there are other reasons, too. Our experience has shown that
you really cannot write this thing successfully without very strict
selection of your risks, because, unfortunately, while the great majority of American people are very honest, there is always a group that
will always take advantage of these things.
And in this field it only takes less than one-half of 1 percent of
that type of individual to throw your entire scheme out of kilter, because for every 1 percent, why you double your costs.
Senator BARKLEY. I am looking at it from a long-view standpoint.
Do you think we can permanently maintain a social-security system
in this country without including in some way or another the total
disability question?
Mr. REIDY. I would hope so, for one other reason, just the cost of this
thing alone. I think it is coming to the stage where the American
people are going to get up on their hind legs some day and call a
halt to this thing.
Even this bill itself proposes that by 1975 if these amendments go
through, your individual worker, your self-employed, your farmer
with $4,200 income is going to be paying more in social-security taxes
than he is paying in income taxes, based on the rates today.
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The farmer in 1975 will under the proposed bill be paying 6 percent social-security taxes which is on his gross income, not on.hisnetr
income. That is, the farmer with an income of $4,200 with a wife
and 2 children, on the basis of the present income-tax rates will be
paying about $276 income tax but paying $283 a year social security.
Those figures I took from the House committee report of this bill,
sir.
Senator BARKLEY. That is all.
The CHAIRMAN. This bill increases by 1 percent the payroll tax.
Mr. REIDr. Immediately; yes, sir.
The CHAIRMAN. $750 million will fall on the employers and $750
million annually on the employees.
Mr. REIDY. Yes, sir.
Senator CARLSON. Just this one thought: If we should approve this
disability provision and the present rates are based on the present
anticipated program, is it not reasonable to assume that the demand
might even be greater than we anticipate at the present time and
would have to increase the rates further to protect the system?
Mr. REIDY. I would say that, once you get the least start of quivering in our economic situation, your disability claims are bound to go
up.
Mr. FITZGERALD. And your income will go down.
The CHAIRMAN. Is it not also true that under this 1 percent tax
there would be an average cost on each social security payee of $21
a year?
Mr. FITZGERALD. That is correct; yes, sir.
The CHAIRMAN. And it will be for the benefit of 2 classes-namely,
those that are disabled at the age of 50, and women being reduced
from 65 to 62-and that many on the social security will pay $21
a year, and they themselves get no direct benefit out of this increase
and the change in the law.
Mr. FITZGERALD. Yes, sir.
Senator GEORGE. They do get, though, greatly increased protection.
The CHAIRMAN. If they do not happen to be permanently disabled
and if they do not happen to be
Senator GEORGE. They do not get the money, but they have the
protection.
The CHAIRMAN. If they do not happen to be a woman, they do not
get anything.
This tax that they pay-conceivably they could pay it for 45 years
at $21 a year.
Mr. REIDY. It is estimated you would have a quarter million people
totally disabled the first year, none of whom have paid 1 penny of
premiums toward the fact they are going to get an average of $70 or
$80 a month disability.
The CHAIRMAN. This 1 percent is to be devoted, and the purpose
is for 2 classes, one, permanently disabled above 50, and the other,
women being reduced from 65 to 62.
Mr. REIDY. Yes, sir.
The CHAIRMAN. A man starting out to work at 20 years of age, then,
at 65 will have paid $21 a year for 45 years, and he would not get one
cent of benefit by reason of this additional 1 percent. Is that correct?
Mr. REIDY. That $21 is an increase over what he is now paying.
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The CHAIRTAN. I understand that. I say the increaseMr. REIDY. That is correct.
The CHAIRM1AN. Is to be devoted to these two particular objectives;
one, disability, and the other, to reduce the age of the women.
Mr. REIDY. That is correct; yes, sir.
Senator GEORGE. He would have greater protection for his wife and
children and family.
Mr. REIDY. If he became totally disabled at age 50; yes, sir.
Senator GEORGE. Of course, but the protection is there. It is not a
bad system for the individual.
Mr. FrrZGEPALD. Or if his wife happened to be younger.
Senator GEORGE. Yes.
Mr. REIDY. Under private insurance there are many, many millions of people already covered. I think there are over 39 million
people already covered, not counting total and permanent disability
clauses in life insurance policies, who have continuance-of-income
protection, either through accident or health policies or Government
sick leave and the like, in case of disability.

Senator

GEORGE.

That is true.

Senator BARKLEY. Do you see any analogy between unemployment
not due to the fault of the employee, who originally received unemployment compensation-I think for 26 weeks, that being the maximum under the social security law-and unemployment because of
disability not due to the fault of the employee? Is there any analogy
there, so far as logic or Government obligation may be concerned?
They are both unemployed, we will say, without any fault of their
own.
The cause of unemployment may be a condition in the country for
which he is not responsible. And the other is because of disability
for which he is not responsible, we will say. Is there any analogy
between those two sets of people?
Mr. REIDY. I would say you would find some analogy. First, on
the unemployment you do have most of them covered for, say, 26
weeks. In some States legislation is introduced to take it up to 30
weeks.
Then you also have the group covered by workmen's compensation
today in all of the States who receive certain benefits once they become
disabled.
On top of that, you add your private plans and your medical
insurance, the major medical and hospital-surgical insurance-you
are adding more layers there.
But when you come to the occupational groups who have a seasonal
occupation, let us say, sometimes you will find, I think, the disability
merging into the unemployment, and at times you wonder whether
the man is actually totally and permanently disabled or whether the
job is not open for him at the present time.
Senator BARKLEY. There is always overlapping. You cannot draw
a straight line anywhere and say, "All on the right represent one
thing, and all on the left represent another." You have to try to strike
an average, I know, in some way or other.
I see difficulties here in eliminating altogether any provisions for
total disability. It will be difficult to do because of sentimental and
emotional reasons and others, as well as economic and sociological.
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It is not easy to eliminate a whole class of people and say, "You cannot come in."
Senator GEORGE. It may be that the Government should care for
the totally and permanently disabled in another way. That may be
the real and best solution.
Mr. REIDY. I believe Mr. Miller will touch on that.

Mr. FITZGERALD. We would like to offer some testimony in that area.
Senator BARKLEY. Are you a lawyer?
Mr. REIDY. Yes; I am.
Senator BARKLEY. That is a compliment, too, I will say; you talk
like one. [Laughter.]
Senator CARLtSON. May I ask if you have given any thought to the
effect that this might have, if it would have any, on the present oldage assistance program we have?
After all, we have a large percentage of our people that cannot
receive the benefits of OASI who are taken care of by the Federal
Government, State, and local.
Would reducing the age to 62 have any effect? Would this provision have any effect on that group?
Mr. REmy. I would like to pass that question to Mr. Miller, who is
an actuary and can answer it better.

Mr.

FITZGERALD.

His testimony covers that very point.

The CHAIRMAN. I would like to make one more comment about the
cost. We are entering into a new field, we all recognize that, when we
come to disability of any kind.
If this bill should pass in its present form the total cost will be $7.5
billion a year on a 5-percent basis. That is one-half on the employer
and one-half on the employee. It will be increased still further as
the years go on.
Any tax on the wages that are earned in view of the constantly advancing wages is a very serious matter. The tax on net incomes in
the high brackets is bad enough but the tax on the gross payments for
wages and a rising scale as we have had in the past years is something
else.
I think it is that, particularly, we should bear in mind that the
self-employed is the one that will suffer the most among the employees, because the self-employed has to pay the total amount with
slight reductions and that is not subject for deduction on his income
tax, that is, these payments, while the employer that pays does have
the privilege of taking it off the Federal income taxes.

Mr.

REMY.

Yes, sir.
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The CHAIRMAN. I simply make that observation because if we embark upon the matter of physical disability at the age of 50 that will
be claimed-we all know that.
Mr. RmY. Supplementing that pointThe CHAIRMAN. As time goes on-this is just the beginning-the
camel getting under the tent. That is my opinion. I think that we
should bear that in mind in this consideration.
Mr. REIDY. I was going to say, supplementing your very point, the
self-employed furthermore pay this tax on their gross income and
not on the net taxable income, so that you have a higher tax here
really than you do under the income tax.
Tle CHAIRMAN. And a great many people self-employed in small
businesses now are complaining very greatly about the present tax.
The chairman has received quite a number of letters lately about
it from the self-employed farmer who wants to get out of it
completely.
Thank you very much, Mr. Reidy.
Mr. FrZGERALD. Mr. Miller.
STATEMENT OF JOHN H. MILLER, VICE PRESIDENT AND ACTUARY,
MONARCH LIFE INSURANCE CO.
Mr. MILLER. Mr. Chairman and members of the committee, Mr.
Reidy's account of the experience of life-insurance companies with
disability benefits argues strongly against the inclusion in the OASI
system of cash benefits for disability.
I wish to point out additional dangers in the disability proposals,
and an alternative which will not only avoid these pitfalls but will,
in our opinion, make a positive contribution to the welfare of the
disabled people of our country.
Disability pensions discourage rehabilitation and return to employment. It has been repeatedly demonstrated that disability tends
to be unduly prolonged when cash benefits are payable, particularly
if they are paid as a matter of contract right.
Chart A shows, for ages 55 to 59, the number of persons disabled
for at least 6 months from each 100,000 alive at those ages, according
to the experience of leading life-insurance companies.
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(The chart is as follows:)
NUMBER DISABLED FOR SIX MONTHS OR LONGER
Per 100,000 Lives Exposed Under Each Clause for One Year
Intercompany Disability Experience
Ages 55 to 59, Inclusive
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Mr. MILLER. The first bar is based on the most liberal benefit issued-one which commenced paying cash benefits if total disability
lasted 3 months or longer, with payments retroactive to the beginning
of disability.
The middle bar measures the results under a benefit that was similar
except that no retroactive payments were made.
The third bar represents a benefit providing only for waiver of the
life-insurance premium. The chart shows that, as compared with
the waiver of premium benefit, twice as many people were adjudged
disabled when cash benefits were paid, and when these benefits were
retroactive even more disabilities were established.
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Moreover, after 15 years of disability, as shown by chart B, the
disparity between the number still receiving cash benefits and the
number qualifying for waiver of premium has increased.
(Chart B is as follows:)
NUMBER DISABLED FOR FIFTEEN YEARS OR LONGER
Per 100,000 Lives Exposed Under Each Clause for One Year
Intercompany Disability Experience
Ages 55 to 59, Inclusive
2,500

2,000

1,500

-

1,000

F

500 -

Income Benefit- Income Benefit- Waiver-of90 Day Clause, 90 Day Clause Premium Only
Retroactive

Clause

Mr. MILLER. These data are based on the years 1935 to 1939. At
the depth of the depression the disability rates under cash benefits
were much higher.
I do not conclude that the difference between the number qualifying for cash benefits and the smaller number receiving waiver of
premium is wholly comprised of fraudulent claimants or malingerers.
Of course, there are many of these-and even a few such cases add
significantly to the cost-but largely the difference is made up of
what might be termed "elective disability."
73192-56--Pt 2-3
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A friend of mine is successfully operating his own business despite
the fact that two-thirds of his body is paralyzed. Medically, he is
without question totally disabled. Economically, he is more competent and productive than the average person.
Conversely, there are many people collecting disability pensions
by virtue of impaired hearts or other chronic disease who would be
better off in some gainful employment, consistent with their physical
limitations.
A person who has suffered a serious injury or illness naturally seeks
security for himself and his family. Even though he may wish to be
self-supporting, his fears of possible failure and his desire for security can deter him from attempting to work or to become rehabilitated, when a disability income is available.
The security of the guaranteed disability benefit, its exemption from
income tax, and the escape from the many expenses incidental to
employment may make even a small benefit more attractive than a
much larger wage.
Under H. R. 7225, a person must remain disabled for at least 6
months before receiving benefits. The adjudication of disability presumed that he will be disabled permanently or for a long and indefinite period.
The bill also provides that he will be referred for rehabilitation
services. The emotional damage in being certified for a long-term
disability pension, the conflict between the challenge of rehabilitation
and the security of the pension, and the probable delay in commencing
rehabilitation under this divided approach are obvious.
Rehabilitation should be attempted before, not after, certification
of disability. It should not be given a secondary role. In the light
of all the evidence as to the "dis-incentives" inherent in cash disability
benefits, it would be most unfortunate if Congress should enact any
legislation having the tendency to impede rehabilitation, for it would
be most difficult, if not almost impossible, to modify or repeal it,
even after its unfortunate consequence became clearly evident.
THE NEEDS OF THE DISABLED REQUIRE INDIVIDUAL CONSIDERATION

A disability benefit determined by formula on the basis of wage
records over past years cannot be expected to measure the future needs
of the disabled person, which vary according to his condition, education and training, family situation, mobility, and other factors.
Old age and disability should not be confused. Old age is a normal
state which all can look forward to and plan for. It should not be
assumed that a program for the aged is adaptable to the much more
complicated problem of disability.
DISABILITY ASSISTANCE CAN MEET THE NEEDS FOR CASH BENEFITS, WITH
DUE REGARD TO INDIVIDUAL PROBLEMS

Through the assistance program the need for cash benefits is being
met or can be met, in every State, in a way that provides individual
consideration of the problems of each case.
With the need thus met, the Federal Government should not, in our
opinion, assume the incalculable risks of granting cash disability benefits as a matter of right through the OASI system.
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CONFLICTS OF ADMINISTRATION WOULD CAUSE SERIOUS DIFFICULTY

Disability assistance payments being made today in a number of
States average more, per capita, than the OASI primary benefits, indicating that the proposed benefit would, in many cases, need to be supplemented by disability assistance.
Also, the latter would still be required for individuals not eligible
for OASI. The disability assistance programs are in most cases
administered by the public welfare agencies. The determinations of
disability for OASI benefits would generally be made by the State
vocational rehabilitation agencies. Since many disabled persons will
qualify under both programs, two administrative agencies will frequently be dealing with the same case. When ether agency has certified a disability, the other may be under pressure to do likewise.
For this reason and because of many other local and regional influences, it will be most difficult to maintain uniform adjudication and
administration throughout the Nation. Should the benefits from the
OASI Trust Fund, to which all covered persons have contributed on
a basis that is uniform throughout the country be paid out on an
uneven basis, serious questions of equity would be raised.
CASH BENEFITS FOR DISABILITY ARE INCOMPATIBLE WITH THE BASIG
STRUCTURE OF THE OASI SYSTEM

Entitlement to the present benefits under OASI is determined on an
objective basis involving provable facts of employment, wages, age,
death, and marriage. While the freeze does require disability determinations, this only affects the average wage computation and insured
status and does not result in a current benefit payment.
The injection of cash disability payments, determined on a subjective basis, would radically change the whole nature of the OASI
program and would bring the Federal Government into direct controversies with its individual citizens.
We propose that Government adopt a constructive program of
meeting the needs of the disabled by providing services directed at
preventing the economic hardships following disability rather than
by offering the palliative of more cash subsistence payments.
We urge the acceptance of the new concept that physical or functional disability does not necessarily result in economic disability;
that the person who has a disability also usually has many abilities
which, through rehabilitation, can be developed and utilized. It has
even been said that "the idea of disability itself is outmoded."
The idea of disability itself is outmoded. When a specified "disability" does
not in truth disable, the "disability" ceases to be a disability. Yet there remains
the question of securing acceptance of this changing concept by employers and
the public.
During the past 10 years, there have been developments in the several fields
relating to disability which have radically broadened the extent to which handicapped persons may be restored to activity and gainful employment (report of
the Task Force on the Handicapped to the Chairman, Manpower Policy Committee, Office of Defense Mobilization, Jan. 25, 1952, Washington, D. C., U. S.
Government Printing Office, p. 14).

Currently the Nation is making disability assistance payments to
nearly a quarter of a million people at a yearly cost of about $660
per recipient. Only a fraction as much is put into the rehabilitation
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program, despite its proven economic and humanitarian values, and
only about 60,000 persons are being rehabilitated each year.
I might add with this disability assistance and the other programs,
the aid to the blind, the aid to dependent children, and general assistance, State and Federal Government are paying approximately half
a billion dollars a year in support of disabled persons, and this is more
than 12 times the amount that is being spent with such fine individual
results on the rehabilitation program.
In 1954, Congress gave the rehabilitation program notable support,
but we urge that more should be done.
Our first recommendation is that all people seeking governmental
assistance because of disability be referred initially to their State
rehabilitation office, so that a rehabilitation evaluation can be made
before and not after there has been a finding of total and permanent
disability.
It is highly important, authorities say, that rehabilitation start as
soon as possible after the injury or the onset of disability, and it is
equally important that the idea of rehabilitation be planted in the
patient's mind at the earliest possible moment.
This rarely happens under the present program, nor would it under
the proposed legislation which places primary reliance on cash benefits. Our first recommendation, of course, contemplates that anyone
who is referred to his State rehabilitation office would be entitled to
an analysis as to his need for rehabilitation services as well as to
receive such services as may be indicated by the analysis.
This proposal would avoid the "dis-incentives" of a cash benefit,
would brina the services of rehabilitation to handicapped and disabled
citizens beore it is too late, would add to, rather than detract from,
our manpower supply, and would restore the dignity and usefulness
of thousands of citizens who would otherwise drag out their remaining years on a disability subsistence benefit.
Senator BARKLEY. May I ask you a question right there? If I understand your proposition it is that the Federal Government get
entirely out of the disability field and that all such be referred to the
State disability authorities or rehabilitation authorities.
The Federal Government has no power to compel the State to do
anything in regard to that after he has been referred to them. And
would you find any difficulty there?
I am not intimating that the State would not cooperate fully and
I think they would, but the mere reference of the case to the State
authority would not automatically cause any action.
I do not suppose any rehabilitation program can be completely
successful. There are human beings that cannot be rehabilitated. In
cases like that, what would you do-what would you have the Federal
Government do?
Mr. MILLER. Our proposal would not in any way reduce or eliminate what either Federal or State Governments are doing today in
this field. We would not propose any retraction in the disability
program. Our thought is that if people who seek disability assistance
were first sent to the vocational rehabilitation office, before anybody
says, "Yes, you are disabled and entitled to this benefit," that office,
rather than the State public welfare branch, would make the disability
determination. Their primary emphasis would be on getting this
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man rehabilitated, and they would exhaust that approach before they
even suggested the idea that he was totally and permanently disabled
and would have to rely on governmental benefits.
Senator BARKLEY. You do not advocate that the Federal Government set up any machinery for this but refer them all to the State
rehabilitation authorities?
Mr. MILLER. We simply advocate the continuance of the present
mechanism but giving it more support, so that it can rehabilitate 3
or 4 or 5 times as many people as are now being rehabilitated.
At present the rehabilitation services are provided through State
offices which are supported in large part through Federal grants and
they have the leadership of the Office of Vocational Rehabilitation in
the Department of Health, Education, and Welfare, but each State
runs the office subject to that supervision and financial support.
And we would urge the continuance of that same program, but its
enlargement and efforts to make it more effectiveSenator BARKLEY. Pardon my interruption.
Senator CARLSON. Right on that point we might follow it through:
It seems to me, Mr. Miller, that this is a suggestion that should
have some consideration by the committee. *Ve in Kansas very
greatly expanded our vocational rehabilitation program. During my
administration as Governor we devoted a considerable increase of
money to it. We secured some very fine people and have had splendid
cooperation with the Federal Government.
It occurs to me that this is a suggestion that might have some merit
if we go into this program.
Mr. MILLER. Thank you.
Senator BARKLEY. I was not suggesting that it did not have merit.
I was trying to elucidate what Mr. Miller had in his mind about it.
Mr. MILLER. Thank you.
Our second recommendation is that the civilian rehabilitation program be expanded to provide services to people who, by reason of age
or the severity of their impairment, will probably never be able to
work, but who may be trained to care for themselves.
I might add it is limited to people who can probably be returned
to work. And the officials in charge are not permitted to provide
services to a person unless in their opinion those services can be ex-

pected to result in his eventual reemployment in competitive industry.
The person who can merely be aided is at present denied those
services.
This type of rehabilitation has economic value since it may release
the time of a caretaker who could then accept productive employment;
or it may release a hospital bed. The human values of such nonvocational rehabilitation are obvious. Rehabilitation puts "life into living" for the chronically ill, to many of whom disability otherwise
means only a "living death."
It should be noted that this proposal would extend rehabilitation

services to a class of ill and handicapped people for whom, by reason

of their lack of attachment to the labor force, H. R. 7225 offers nothing.
This recommended two-point program would, of course, require a
great increase in rehabilitation facilities and personnel. On the
other hand, the disability proposals of H. R. 7225 would necessitate
the recruiting and training of a veritable army of claims personnel
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to adjudicate, administer, and police the payment of cash benefits,
which at best would merely provide a subsistence to those who have
accepted a state of permanent disability.
ow much better to spend the same amount of effort, manpower,
and money in developing rehabilitation services to prevent or minimize the economic costs of chronic disease and disability.
Of course, there will be those for whom rehabilitation is unsuccessful, only partially successful, or not feasible. For these, disability
assistance provides a more complete and individually adaptable
source of income than rigid formula benefits available only to those
having at least some attachment to the covered labor force.
Also, the rehabilitation act provi des for payment of maintenance
benefits, where needed, during the rehabilitation process.
Furthermore, the referral of all applicants for disability assistance
through the rehabilitation service would not only assure that everyone
is given a timely and proper evaluation as to his potential abilities,
but it would also provide a consistent basis for determination of
entitlement to disability assistance, where rehabilitation is not the
solution.
IN

CONCLUSION

The problem of disability is a most serious and complicated one.
It requires much deeper study than has yet been given. We do know,
however, that through rehabilitation much has been accomplished,
and with increased leadership and support on the part of the Government, much more can be done. We know from actual experience much
about the hazards of cash disability benefits but little about their
possible cost under a universal plan.
We therefore urge that the Nation follow the positive and constructive course of further developing its rehabilitation facilities and avoid
the negative and dangerous course of entering into the unknown
field of cash disability benefits paid as a matter of right.
The CHAIRMAN. Thank you very much, Mr. Miller.
For the information of the committee, the Chair would like to
ask that this group prepare the following information: Take the
total number of those paying social security and give your estimate
of the percentage of those who will ask or will be available for permanent disability at the age of 50.
Secondly, give the percentage, by.number, of women, who will apply
for the 62 instead of 65 year provision.
And then give the same information for the disability at the age
of 40, and at the age of 30.
And then that same information for disability incurred any time,
because it follows it seems to me, that we cannot arbitrarily take an
age of 50. A 40- or 30-year-old man has as many family responsibilities as one of 50 years of age.
I am asking that not to determine my position but information when
we come to consider the bill. Is that clear?
Mr. MILLER. Yes, sir.
Mr. REIDY. We can get the complete request from the reporter.
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(The information referred to was subsequently received for the
record as follows:)
AMERICAN LIFE CONVENTION,
LIFE INSURANCE ASSOCIATION OF AMERICA,

Washington, D. C., March 5, 1956.
Hon. HARRY F. BYRD,

f01fce Building,
Washington, D. C.
DEAR SENATOR BYRD: You will recall that on February 14, following the testimony of a panel of life insurance witnesses before the Senate Finance Committee on the pending social security amendments, you requested certain estimates.
Specifically, you asked for the proportion and number of persons who would
qualify for the proposed disability benefits commencing at age 50; for corresponding information if the qualifying age were reduced to 40, 30, or were eliminated;
and for the proportion and number of women who would receive benefits by
reason of the proposed reduction in the female retirement age from 65 to
62.
A group of experienced and well-qualified life Insurance actuaries was called
on to prepare the requested estimates. The group was headed by John H. Miller,
vice president and actuary of the Monarch Life Insurance Co., one of the witnesses who testified on February 14. The others in the group were Henry E.
Blagden, second vice president and associate actuary of the Prudential Insurance Company of America; Manuel R. Cueto, actuary of the New York Life
Insurance Co.; William J. November, vice president and associate actuary of
the Equitable Life Assurance Society of the United States; and Mortimer
Spiegelman, associate statistician of the Metropolitan Life Insurance Co.
The memorandum prepared by this actuarial group is attached hereto. Their
conclusions are summarized at the outset.
If we can be of further help in any way, please call on us.
Respectfully yours,
United States Senate, Senate

AMERICAN LIFE CONVENTION,

CLARIS ADAMS, Executive Vice President and

General Counsel.
LIFE INSURANCE ASSOCIATION OF AMERICA,

EUGENE M. THORt, General Counsel.
[Memorandum]
ESTIMATES

OF SoCI.kl

SECURITY BENEFICIARIES UNDER
AMENDMENTS

CERTAIN POSSIBLE

On February 14, 1956, Senator Harry E. Byrd, chairman of the Senate Committee on Finance, called on a panel of witnesses appearing before the committee
on behalf of the life insurance business to furnish certain estimates relating
to proposed social security amendments under consideration by the committee.
The undersigned were asked to prepare the estimates requested by Senator Byrd,
and this memorandum presents the material which has been developed.
ESTIMATES REQUESTED

The questions asked by Senator Byrd, in substance, were as follows:
1. Of those paying social security taxes, what proportion would apply and
qualify for the proposed disability benefits in H. R. 7225 payable beginning
at age 50? How many people would so apply and qualify?
2. What would the above figures be, if the benefits were made available
beginning at age 40? At age 30? Without regard to age?
3. How many women between the ages of 62 and 65 would draw benefits
by reason of the proposed reduction in the social security retirement age
for women to 62? What proportion is this of the number of persons of all
ages paying social security taxes?
For reasons mentioned subsequently, it was considered best to answer questions (1) and (2) above with respect to the year 1970 and question (3) above
with respect to the year 1980.
SUMMARY OF CONCLUSIONS

The material we have assembled and the considerations we have borne in
mind are presented later. The chief conclusions and implications stemming
from our work may first be summarized as follows:
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1. Estimating the probable number or proportion of persons who would qualify
for disability benefits under the OASI system is not possible within any reasonable range of accuracy.
2. However, an illustrative computation based on experience under the railroad retirement system, with certain adjustments, yields a figure of 1,600,000
persons aged 50 or more-but less than 65 for men and 62 for women-who would
draw OASI disability benefits in 1970. The number actually qualifying for
disability benefits under the OASI system might be substantially higher than
railroad experience would suggest for reasons given later.
3. The above figure of 1,600,000 represents about 2 percent of the estimated
number of persons who will be paying social security taxes in 1970.
4. According to the illustrative computation mentioned above, there would
lie about a 16 percent increase in the number and proportion of persons who
would draw OASI disability benefits if the eligibility age were reduced from
50 to 40. The increase would be about 21 percent if the eligibility age were
reduced from 50 to 30. There would be no significant further increase if the
eligibility age were entirely eliminated. Consequently, if the eligibilty age
were 40, the illustrative figure for beneficiaries would be 1,860,000 or 2.3 percent
of the estimated number of social security taxpayers; and if the eligibility age
were 30 or below, the figure for beneficiaries would be about 1,940,000 and the percentage would be 2.4.
5. Estimating the probable number of women between the ages of 62 and
65 who would draw OASI benefits in 1980, if the female retirement age were
reduced from 65 to 62, also involves imponderables that detract from the possibility of arriving at accurate figures. However, a rough computation indicates
that the number would be nearly 2 million, or about 2 percent of the estimated
number of men and women of all ages who will pay social security taxes in 1980.
DISABILITY BENEFICIARIES
Each of the three actuaries-all highly qualified men-who has prepared disability forecasts for the Social Security Board or Administration has approached
the forecasting of beneficiaries and payments with extreme caution and each
has repeatedly emphasized the uncertainties surrounding the figures he offered.
It is of interest to review some of the past estimates and the precautions stated.
Review of past official forecasts
In Actuarial Study 19 (b) of January 1944, the then actuary of the Social
Security Board presented forecasts in which the estimated number of primary
disability beneficiaries in 1970 ranged from a low of 566,000 to a high of 2,070,000.
In presenting this wide range, the report states:
"The disability rates and termination frequencies which were used in developing results producing these illustrative ranges in costs are of course synthetic
and, to an extent, arbitrary. Except as a technical term, the results are not
'expected costs.' Even with the exact terms of a disability insurance program
known (including a specific definition of compensable disability), and with
some actual administrative experience gained thereunder, cost projections are
unreliable. With neither of these advantages present, cost figures are obviously
even more uncertain. Disability costs develop under an equation of 'definition',
'administration' and 'current economy,' besides under the more tangible factors
of benefit formula, average wage, insured status, number of dependents, etc.
Hence the ranges in costs are meant to be illustrative of reasonable swings involving the uncertainty of all these elements, but they are not limiting boundaries
as to possible costs. Some persons will feel that costs of less than one-half of 1
percent of a payroll are absurdly small, others that results of nearly 2
percent
are unduly high; perhaps they would both be right.
In Actuarial Study No. 22 of August 1945, the low and high estimates on the
number of primary disability beneficiaries in 1970 varied from 905,000 to 3,640,000. In commenting on these projections, the actuary stated in his report:
"Of all the demographic assumptions entering into actuarial cost work, those
concerning disability are probably the most upcertain-not even excepting the
rates of withdrawal from the labor force after the retirement age."
Again in Actuarial Study No. 28 of February 1949, low and high and 1,897,000,
respectively, with the further qualification:
"It is conceivable that if there were not strict administrative practices, there
could be low termination rates combined with high incidence rates, which would
produce appreciably higher costs than shown here. Also in a period of severe
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depression if there were not adequate unemployment insurance and assistance
or work projects, there would tend to be higher disability costs than shown
here-especially if the scale of disability benefits were relatively high as compared with other available benefits or assistance. On the other hand, extremely
low costs would develop if low incidence rates were combined with high termination rates, but this hardly seems a possible combination under any circumstances."
The three sets of official forecasts, mentioned above, are not fully comparable
with one another because they relate to different proposals and they assume
different benefit provisions and different limitations as to coverage. The wide
range in estimates which have been made officially is nevertheless noteworthy.
No reasonably accurate disability forecasts possible
All the official OASI disability forecasts have been based, at least to some
extent, on disability rates derived from life insurance company experience, with
or without modifications based on the actuary's judgment. In our opinion,
there is no reasonable assurance that rates based upon experience with insured
lives which were individually selected will be applicable to a disability pension
system for the general public.
Since we agree with the statement made by Chief Actuary Robert J. Myers
of the Social Security Administration in his testimony before the Senate Finance
Committee on January 25 that "there are no completely pertinent and valid
data" on which to base OASI disability forecasts, and because of the other
reasons brought out in the above quotations and in the testimony of the life
insurance witnesses before the Senate Finance Committee on February 14,
we do not feel that a forecast, in the usual sense of the term, can be made
within any reasonable range of accuracy.
An illustrative computation
Despite the above conclusion, we have made an illustrative computation to
give a benchmark and to indicate the extent to which the eligibility age for
OASI disability benefits might affect the number of beneficiaries. This computation, made for 1970, used available data gathered, not from insurance
sources, but from a public program operating in this country-the railroad retirement system. The figures resulting from the computation were cited earlier
in our summary of conclusions.
Our computation started with projections of population and of labor force
participation on a high employment basis, as published by the Bureau of the
Census. For the purpose of the illustration, males in the labor force were
arbitrarily assumed to undergo the rates of disability onset and termination
published in Railroad Retirement Board reports. Further, conforming to the
general experience that females have a higher disability onset rate than males,
for this computation the rates for females were arbitrarily taken as double
those for males; and the termination rates for females were taken as somewhat
lower than those for males. Since these steps in the computation were based
on labor force data, allowance was then made for those who would not have
insured status for the proposed OASI disability benefits. Eligibility for the
benefits was assumed to cease at age 62 for women and at age 65 for men. It
should be emphasized that any other set of arbitrary assumptions with regard
to disability, lacking "completely pertinent and valid data," would necessarily
yield different results, the degree of divergence depending upon the assumptions.
The reasons for selecting 1970 were as follows: It is one of the years shown in
the official cost estimates given in the House report on H. R. 7225. It is near
enough to have meaning, and yet far enough off to represent a fairly close approach to a mature program. Also, 1970 is far enough off so that the present
disabled may be ignored, the great majority of whom would be over 65, dead, or
recovered by that time.
The reason for basing the illustrative computation upon railroad retirement
data was as that, like OASI, the railroad retirement system is administered by a
public agency and covers all persons within its purview on a compulsory basis.
However, as indicated in the summary of conclusions, we believe that disability
experience under the OASI program could reasonably be expected to be considerably less favorable than under the railroad retirement system. The proportion
of covered workers qualifying for OASI disability benefits would be substantially
greater, we believe, but in unpredictable degree. Our reasons for this belief are
presented next.
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Reasons for less favorable disability experience in OASI than in railroad
retirement
Railroad employment covered by the railroad retirement system differs in important respects from the many types of casual and part-time employment included within the purview of the OASI system. The same sort of important
differences also exist with respect to the other systems, more or less similar
to railroad retirement, for which disability experience data also exist. Among
these differences, which can have marked effects on cost, are the following:
1. Attitude.-The attitude of those who can obtain and retain employment
covered by a program such as railroad retirement is significantly different from
that of many itinerant and part-time workers connected with the OASI system.
Persons without the initiative and desire to be independent and self-supporting
can hardly remain in regular railroad employment, but many such people through
intermittent and casual work could retain an attachment to OASI sufficient to
qualify for the proposed disability benefits.
2. Preselection for employment.-Applicants for employment in the railroad industry, and in other areas of relatively stable employment, may be required to
undergo medical, character, and mental screening. Medical selection tends to
eliminate people with congenital or acquired disabilities or handicaps. Character
selection tends to eliminate those with shady reputations as well as criminals.
Mental selection tends to eliminate those with psychotic tendencies and many of
the psychoneurotics. Such categories of persons are not eliminated from coverage under OASI.
3. Continuing employment.-Stable types of employment usually involve a
continual screening process whereby employees who develop attitudes or habits
inimical to their employment are eliminated. Thus, a group of railroad employees
continues, to a considerable extent, to be a select group. Such is not the case with
many forms of itinerant employment and self-employment covered under OASI.
Moreover, steady income permits favorable and healthful living conditions with
adequate medical care. And similarly, in-plant medical services, often available
in stable employment, permit correction of minor injuries and detection of disease before serious consequences develop.
4. Recovery from disability.-A stable employer-employee relationship also has
beneficial effects after disability occurs. For one thing, employee health insurance benefits-so frequently associated with stable employment--encourage
people to seek early and adequate medical care, which tends to shorten the
disability period. Again, malingering is minimized when the employment involves definite duties at a specific place of work during regular hours, making it
easy to determine whether the individual is or is not actually at work.
5. Characteristics of irregular or itinerant employment.-Where income is
irregular or uncertain, the occurrence of an injury or the onset of a disease often
invites retirement on disability benefits, if available, whereas persons with regular income and stable employment would not be so subject to such appeal. Again,
there would be serious problems concerning the many housewives not in the
regular labor force. By earning $50 in 2 quarters of each year-through babysitting or any part-time employment-the housewife could obtain OASI insured
status over a period of time and, upon certification of disability, obtain at least
the minimum benefits.
Experience under disability assistance programs
Evidence of some of the difficulties in forecasting numbers of disabled persons
can be seen in the experience under the State disability assistance programs.
Currently, the number of persons receiving aid to the blind or disability assistance, expressed as a proportion of the labor force, ranges in States which have
had both of these programs for at least 3 years from about 0.15 percent to 1.57
percent, with a median of 0.56 percent. These variations are relatively much
greater than those between the high and low estimates of disability mentioned
previously.
While the administration of the disability assistance programs involves determination of need, it seems certain that the underlying economic conditions which
create that need would also be felt in the administration of disability benefits
provided under the OASI system.
RETIREMENT AND SURVIVORS' BENEFITS FOR WOMEN AT AGE 62
Mr. Myers, in his testimony before the Senate Finance Committee on January
25, stated that "the estimates for the near future are of a good degree of certainty
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as to wives and widows, but not as to the number of workingwomen who will
retire or be retired. This is even more the case as to the long-range estimates."
Statistics published in the Social Security Bulletin and available census data
support the reasonableness of Mr. Myers' estimates as to the number of wives
(300,000) and widows (200,000) age 62 to 64 who could be expected to receive
benefits during the first year of operation of the new provisions proposed by
H. R. 7225.
The number of women who would cease working to draw old-age benefits is
largely a matter of conjecture even though there is knowledge of retirement
rates under private plans as well as under governmental plans such as that for
Federal civil-service employees. Mr. Myers' estimate of 300,000 for this group
represents about 50 percent of the women workers aged 62 through 64 whom
we estimate would be eligible to apply for benefits.
One important element of future cost bears emphasis: Currently, there is
only a limited number of married women aged 62 through 64 who have had
sufficient attachment to the labor force during the existence of social security
to qualify for benefits in their own right. As the program matures, more and
more women will be able to qualify for benefits and draw such tax-free benefits
while their husbands remain fully employed and able to support them. Even if
the full-time employment of such women does not extend for 40 quarters, casual
work like babysitting and part-time employment in department stores will offer
the opportunity to complete the requisite number of quarters of coverage while the
individuals are not really a part of the labor force. It is true that this is possible
under the present law with a retirement age of 65, but reduction in the retirement
age for women would accentuate the problem materially.
The greater part of the effect of the maturing of the program upon the number
of women who have withdrawn from the labor force and remain eligible for
benefits in their own right will be felt by 1980. Accordingly, we have made an
estimate of the number of women aged 62 through 64 who would be drawing
benefits in 1980, if the age requirement were reduced from 65 to 62, taking into
account this problem of eligibility for benefits of women who may long before
have severed connection with the labor force.
Our estimate was based upon an assumption of high employment and a further assumption that a reduction in the eligibility age for women under social
security would not result in employers accelerating the retirement of regular
women employees before age 65. However, many women covered under social
security in 1980 will be dayworkers or marginal employees who, with the present
work clause, could draw benefits with very little change in work habits and
with an increase in aggregate income. They would continue as social security
taxpayers. All of such women can be expected to apply for benefits at age 62.
Consequently, the use of early retirement factors based upon regular employment understates the proportion of workers drawing benefits and for that reason
our estimate may be low, even if our other assumptions are realized.
With these reservations, we estimate the number of women aged 62 through
64 who would be drawing OASI benefits in 1980 to be nearly 2 million as compared with an estimated 32 million female social-security taxpayers (and nearly
twice as many male taxpayers) at that time, and estimated women beneficiaries
aged 65 or over of 9.5 million.
In this memorandum we have endeavored to answer the questions raised as
specifically as possible and to point out the reasons why completely specific estimates of most probable results cannot be made. If further information is
desired, we will be glad to do what we can to supply it.
JOHN H. MILLER,

Vice president and actuary, Monarch Life Insurance Co.
HENRY E. BLAGDEN,

Second -vice president and associate actuary, the Prudential Insurance
Company of America.
MANUEL H. CTJETO,
Actuary, New York Life Insurance Co.
WILLIAM J.

NOVEMBER,

Vice president and associate actuary, Equitable Life Assurance Society
of the United States.
MORTIMER SPIEGELMAN,
Associate Statistician,Metropolitan Life Insurance Co.

The CHAIRMAN. Any questions?
Senator BARKLEY. No.
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Does that complete your statement?
I have one final brief statement.
My colleagues have mentioned specific reasons for believing that
the costs of H. R. 7225 may well exceed present estimates. Both major
proposals of the bill may be called "open end" amendments. For 20
years the OASI retirement age has been held at 65 and for a similar
time Congress has resisted proposals to add cash disability benefits to
the OASI system. To break new ground now with the proposed provisions would open up a vast area for possible further liberalization of
the OASI program.
The final thought-or question-I would like to present briefly is
along a somewhat different line. Might not the future burdensomeness of a further-expanded OASI system detract from the future productiveness of the American economy, on which all our economic security basically rests?
What would such an expanded system do to work incentives? To
investment incentives? To funds available for investment in our
economy from life-insurance companies, private pension plans, and
other sources?
Frankly, I am not sure of the answers to these questions nor-I can
safely assert--is anyone else. American economists have simply not
studied them, at least not to any considerable extent nor in any systematic way. There have, however, been some competent-and rather
ominous-studies made of social-security economics abroad. And we
have referred to this this morning.
We in the life-insurance business are very conscious of the lack of
real knowledge about the long-range economic implications of our
expanding social-security structure. We want to do something about
it.
As one step, the Life Insurance Association of America has made a
grant to the National Bureau of Economic Research for a preliminary
or exploratory study of research needs in the general field. The report of the national bureau on its exploratory study should be available in the near future.
Thereupon, we intend to digest the findings and, guided by them, to
finance or aid in financing a broad study that would seek to fill in the
chief gaps in knowledge about the economic impact of social security.
For such a study to be of maximum value, we recognize it would
have to be made by a skilled staff working under independent, impartial auspices. We are not interested in any but a completely objective
study.
Until more knowledge regarding the future impact of our socialsecurity system on the American economy is available we hope the
Congress will not enact costly expansions of the system, such as those
provided for in H. R. 7225.
We thank the committee for the opportunity of presenting our
views. We will be glad to answer any questions that we can or to file
any supplementary material you may wish.

The

CHAIRMAN.

I have just one further question. Does this group

consider the present social-security system as actuarially sound?

Mr. FITZGERALD. We will refer to our actuarial friends on that.
The CHAIRMAN. Which is the main one?
Mr. CREuss. I should guess so. I certainly have no criticism of its
method of financing.
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Senator BARKLEY. Is that just a guess ?
Mr. CREuss. If you are talking about it as an insurance scheme with
full reserves for past services, of course, it is not that. I think the
present method is a pretty sound one.

The

CHAIRMAN.

The reserve here is the trust fund.

Mr. CREUSS. The trust fund is a working balance. At least, that is
the way I look at it.

The

CHAIRMAN.

A pretty big working balance.

Mr. CRE1rss. I understand that.
Senator BARKLEY. You think substantially it is sound as it now
exists ?
Mr. CREUSS. I think we are financing social-security benefits in the
proper way.
The CHAIRMAN. If the system is liberalized as we now propose to
do, would it be sound then .
Mr. CREuss. The tax rate will have to go up, Senator.
The CHAIRM, AN. As long as you put the tax rate up sufficiently to
pay the current expenditures, I assume that it is sound.
Mr. Cmuss. That is the only way to finance social-security payments.
The CHAIRMAN. Under this bill the tax rate in 1957 will be 6.75
percent. Do you regard that as being actuarially sound?
Mr. CREuss. Now, that is another matter. You have read how that
was arrived at. Mr. Myers, of the Social Security Administrationthe actuary of that Administration-made a high-cost and a lost-cost
estimate. They are all outlined in the material.
And under the high-cost estimate in 1990, assuming that tax rates
go up as scheduled, the trust fund is all gone. And there is some
deficit in 1990 or 1995.
However, under the low cost estimate that trust fund will have
increased to something well over $200 billion.
I don't criticize this method. I merely say how it is done. The
intermediate cost estimate is the figure just exactly halfway between
those two extremes.
I think Mr. Myers did a rather skillful job in analyzing this, but
the cost estimate is just about as indefinite as anything could be, sir.
I do not know whether Mr. Miller wants to add anything to that or not.
Mr. MILLER. I might mention, following Mr. Creuss' remark, that
on the high cost estimate which is considered to be well within the
range of possibilities or even probabilities, the level premium cost is
9.88 percent, which would indicate that the ultimate proposed tax
would not be enough.
However, we do not feel that we can consider this just as an actuarial
problem because in anything of this magnitude there are the economic
consequences which this study that Mr. Fitzgerald mentioned are
concerned with.
Whether this farmer in 1975 is going to respond properly to the
$283 tax or the small-shop keeper or self-employed mechanic who will
be in that same position, is one of the problems.
So the social acceptance of it, and also the economic consequences of
so much money being taken out of current earnings of the working
population, is more than just an actuarial proposition of seeing
whether this column balances with the other column.
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The CHAIRMAN. These estimates are all made, of course, on the
benefits p aid under the existing law.
Mr. MLER. Yes.
The CHAIRMAN. With no allowance made nor any liberalization of
the law.
Mr. CREUSs. Any liberalizations? Those contemplated in this bill.

The

CHAIRMAN.

One percent tax.

Mr. CRiuss. Yes, sir.
The CHAIRMAN. Do you think that tax would be adequate to finance
these particular liberalizations throughout the year?
Mr. CREuss. I think it is likely to be within the high and low cost
estimates.
Mr. FITZGERALD. Probably, near the high.
The CHAIRMAN. Have you made any studies to indicate when the
trust fund will cease to increase; in other words, when we will pay
out as much as we take in?
Mr. CREuss. No, sir.

Mr.

FITZGERALD.

I believe that is also in Mr. Myer's testimony,

possibly 1958 or 1960.
The CHAIRMAN. I have tried to get two sets of estimates here.
Any questions?

Senator BARKLEY. No, sir.
The CHAIRMAN. Thank you very much, gentlemen.
The next witness is Mr. John W. Joanis, Bureau of Accident and
Health Underwriters and Health and Accident Underwriters Conference.
STATEMENT OF JOHN W. JOANIS, SECRETARY AND GENERAL
COUNSEL, HARDWARE MUTUAL CASUALTY CO. OF STEVENS
POINT, WIS.
Mr. JOANIS. I am John W. Joanis, secretary and general counsel of
the Hardware Mutual Casualty Co. of Stevens Point, Wis. I am
appearing on behalf of the Bureau of Accident and Health Underwriters, and the Health and Accident Underwriters Conference, two
trade associations whose combined membership of 264 insurance companies write approximately 85 percent of the accident and sickness insurance in the United States.
My statement will be primarily concerned with the provisions of
H. R. 7225 which have to do with disability benefits. However, as
employers we would like to register our opposition to the reduction to
age 62 as the qualifying age for benefits for women.
As employers of large numbers of women, our companies are impressed with the need of encouraging women employees to remain on
in employment for a longer period of years rather than to encourage
earlier retirement.
The fact is that a number of companies which have had a compulsory retirement for women at age 60 have found it advisable and necessary to extend that age to 65. We feel that although the reduction to
age 62 or some figure below 62, which would undoubtedly be the next
step once the line is broken, would have a significant effect in bringing
about early retirement even though retirement would not be compulsory.
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Protection against loss of income because of disability is the oldest
type of coverage in the accident and sickness field. The insurance
industry has written this coverage for over half a century and at the
present time covers over 29 million people.
In addition to the 29 million covered directly by insurance company
plans, it is estimated that close to another 10 million persons are covered in the form of paid sick leave, other than insured, in civilian, Government service, private industry, union-administered plans, and employee-benefits associations.
In 1954, over $540 million were paid in loss of income benefits. In
addition to these cash payments many employees are, of course, protected by wage continuation not reflected in this figure.
This estimate of the extent of coverage in this field is based on a
report made by the Health Insurance Council in its most recent release
on the "Extent of Voluntary Insurance Coverage in the United
States."
During this half century of writing disability coverage, the companies have learned to have a great respect for the problems in disability insurance. As the result of this respect, few companies issue
long continued disability-income insurance.
Although the companies have seen fit to lengthen the duration of
benefits they have done so with great caution. The bulk of the companies write contracts with disability provisions up to 2 years. Comparatively few companies write lifetime benefits-however, such benefits are available.
The underwriting required in the writing of even 2-year benefits
is extensive, and the amount of the benefits provided is usually quite
restricted. As I indicate later, to write the coverage without restrictions as to whom you cover, as would be the case under H. R. 7225,
merely aggravates the problem.
The principal problem faced by the companies is the difficulty in
the definition of "disability." No matter how carefully you word
the definition, it is subject to interpretation, stresses and strains that
result in extensive distortion of the anticipated actuarial results.
It is soon learned that disability is a subjective thing fraught with
emotion and sympathy. It is also quickly learned that disability has
to be considered on an individual case basis. One individual with a
physical impairment has the mental ability and stamina to overcome
the impairment and to remain a self-supporter. Another individual
with the same impairment is unable to, or chooses not to, overcome the
handicap and is "disabled."
The economic situation has much to do with the number of persons
disabled. Persons with an extensive physical handicap may find it
relatively easy to find employment during times of full employment
such as we are enjoying at the moment.
When, however, we have a period of slack employment, the person
with the same handicap finds it difficult to obtain employment and
because of the economic situation alone becomes so-called disabled.
A large number of people with physical impairments who become
unemployed suddenly find that it is to their economic advantage to be
'disabled" rather than just unemployed.
A review of the court cases on interpretation of insurance contracts
in this area indicates quite clearly a trend toward liberal interpretation far beyond that ever anticipated by those drawing the insurance
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contract. The courts have seen fit over the years to be "guided by
reason" as they put it in interpreting the policy language.
As an illustration let's take a brief look at policy language which
requires that benefits are to be paid only in the case of "total and
permanent disability." These words seem clear and concise when
considered in the abstract and this interpretation was given to them
in the famous case of Ginell v. PrudentialInsurance Company, 237
New York 554, 143 NE. 740 (1923).
In this case it was decided that the word "permanent" as used in the
phrase "total and permanent disability" had to be given its usual dictionary meaning and that the insured had to show that his injury or
disease was completely permanent and lasting throughout life in order
to recover.
It is interesting to follow the language of the cases as they move
away from the position in the Ginell case and decide that the term
"permanent" when applied to disability can be established by showing
only that the injury or disease was not merely a passing one, but was
such as would in all probability continue for a long and indefinite
period of time--"that is to say that it was presumably permanent."
(National Life Insurance Company v. White, 38 A. 2d 663 (1944)).
The .National Life Insurance Co. case, following the above line of
reasoning, required payment of benefits to an individual who had
suffered a heart attack even though the individual returned to work
within 8 months after the attack and even though the policy language
was of the strictest variety requiring total and permanent disability.
97 ALR 126 discusses this trend on the part of courts to liberalize the
normally accepted- meaning of the word.
Obviously, the companies have seen fit to provide a coverage for
temporary disability and disabilities of different types such as disabling as to specific occupations and the like. This has been done
through a change in policy language; however, even the most restrictive language has not been a protection against extensive broadening
through interpretation.
The bill as presently drafted defines the term "disability" as-inability to engage in any substantial gainful activity by reason of any medically
determinable physical or mental impairment which can be expected to result
in death or to be of long-continued and indefinite duration.

It will be interesting to see how these words even if left unchanged
are interpreted 5 to 10 years from now. I am not suggesting a change
in the definition of "disability." I merely point out that no matter
how defined, it will take on new meaning as it is applied to the individual cases. This new meaning becomes particularly significant
when you look at cost figures and projected cost estimates.
The point I make is that even though you have, in all sincerity,
drafted a tight definition of "disability" and have been able to administer it on a very close basis over the past several months as has been
done under the "freeze," and on a controlled basis under the assistance
provisions applying to total and permanent disability, such definition
is subject to coming apart at the seams in times of economic stress
and through court and administrative interpretations.
So far we have been speaking of liberalizations brought about by
interpretation and economic pressures rather than legislation. In
addition to these changes, there will unquestionably be extensive
politicI pressure to reduce the age below age 50 or remove it entirely.
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To say that a person who has a complete and true disability should
receive a retirement payment at age 50 whereas one at 45 should not,
will make little sense to the general public. Once the line is broken
and cash payments are to be made for disability without a means test,
there is little logic in applying the benefit to any specific age group
and denying it to another age group. Although our people think of
retirement benefits in terms of reaching a specific chronological age,
they do not think in terms of disability benefits being payable to a
person of any specified age group.
How long will the system exclude dependents' benefits if it provides
disability benefits at all ?
We could name many other liberalizations that will be suggested,
but see no point beyond mentioning that with the combination of
interpretive liberalizations plus legislative -liberalizations the projected cost figures must be looked at rather cautiously.
With all the admiration and respect we have for Mr. Robert
Meyers, Chief Actuary for Social Security, we feel that his cost figures
may well prove to be very low. He must necessarily have based his
estimates on the law as drafted and presently understood and not as
to its cost after it has been subject to the many changes we have
discussed.
A disability coverage, being subjective in nature, becomes even more
difficult to handle when it is part of a total Government program than
it is when underwritten by private industry where selective underwriting attempts to avoid providing coverage for those who would
just as soon be encouraged to get out of the labor market.
Operating in a political atmosphere and taking all comers must
necessarily result in encouraging a marginal group of employees to
take advantage of a physical impairment rather than to attempt to
overcome it and work in spite of it.
One of the primary underwriting principles of an insurance company is to avoid to the greatest extent possible the removal of the
economic incentive to return to active employment.
In addition, we find it necessary to provide such coverage, to the
extent possible, only to those who have initially a strong desire to
continue in employment. These elements will be completely missing
in the program to be provided by H. R. 7225, since the Federal Government will be doing no underwriting whatsoever.
It appears to us that there are two basic problems that have to be
faced in the case of the total and permanently disabled individual.
One is to avoid his being destitute; the other is to aid him in overcoming his handicap to the greatest extent possible.
The present Federal-State system of providing support for the disabled on a needs basis is the best system that can be devised for handling the first problem. It may be considered unfortunate that we
have to put economic and sociological pressure on an individual in
order to attempt to encourage the individual to avoid financial assistance of this type, but we are not aware of any other system that has
been devised which accomplishes this purpose with the largest possible
number of people.
If we agree that our objective is to keep as many of our people as
possible self-supporting, the providing of a direct cash payment as a
matter of right will work against the economic drive necessary to
keep our labor force at its maximum.
73192-56-pt.
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The second problem we mentioned-that of aiding the individual
to overcome his handicap to the greatest extent possible-is an area
in which the Federal Government can take a positive approach to the
disability problem.
There can be little question but that the correct approach here is
rehabilitation. This is an area for Federal Government'activity if
properly limited and handled. The present rehabilitation program
should be further activated on its own and not promoted as a byproduct
by those who want social security disability benefits.
The rehabilitation program, which has as its objective returning
people to active employment, should not be confused with, and subjected to, a system which has as its basic purpose the payment of cash
to those who are, through general understanding, expected to remain
out of active employment.
Our position could be summed up as being an expression of deep
concern in having the Government embark on a system of cash payments as a matter of right in an area as subjective as disability and to
tie this into the social security system which is a retirement program,
the qualifications for which can be determined objectively.
We are concerned with the constant efforts being made to encourage
people to be disabled rather than the more positive program of encouraging people to be well, to help themselves, and to aid in the continued growth of our dynamic society.
The CHAIRMAN. Thank you very much, Mr. Joanis.
Any questions?
Senator BARKLEY. No.
The CHAIRMAN. The next witness is Mr. Albert C. Adams, chairman of the committee on social security of the National Association of
Life Underwriters.
STATEMENT OF ALBERT C. ADAMS, CHAIRMAN OF COMMITTEE ON
SOCIAL SECURITY OF THE NATIONAL ASSOCIATION OF LIFE
UNDERWRITERS
Mr. ADAMS. My uame is Albert C. Adams. I am appearing before
your committee today in my capacity as chairman of the committee on
social security of the National Association of Life Underwriters, a
trade association representing a nationwide membership of over 62,000
life-insurance agents.
In order to conserve the time of your committee, let me say at the
outset that my assbciation agrees wholeheartedly with the views that
the witnesses for the American Life Convention and the Life Insurance Association of America have so ably and forcefully expressed to
you in opposition to those provisions of H. R. 7225 which would lower
the eligibility age of female OASI beneficiaries and provide for the
payment of cash benefits to totally and permanently disabled workers
at age 50.
To substantiate this statement, I am filing with you an excerpt from
the report that my association's committee on social security made at
the time of our 1955 annual convention in St. Louis, Mo., last August,
concerning the pending bill.
This report was unanimously approved by both our national council
and our board of trustees and, thus, reflects the official position of the
association.
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I should now like to make a few additional brief remarks regarding
-this bill.
EXTENSION OF COVERAGE TO CERTAIN SELF-EMPLOYED AND
EMPLOYEE GROUPS

We recommend that your committee approve the extension of OASI
coverage to the self-employed and employee groups specified in H. R.
7225. It has long been our position that, with certain exceptions not
here pertinent, the OASI program, or any other type of Federal
welfare program which depends upon the compulsion of taxation for
its financing and which requires the use of general revenues to aid
in its support, should be applied to all gainfully employed taxpayers.
The fairness of this position needs no demonstration. It is strictly in
line with democratic principles.
LOWER ELIGIBILITY AGE FOR WOMEN BENEFICIARIES

As I have already indicated, we oppose the proposal to lower the
eligibility age of women OASI beneficiaries. This proposal would
add substantially to the cost of the program.
Moreover, as applied to working women, it is in direct conflict with
the continuing trend toward everincreasing longevity and the resulting practices of employers to increase the retirement age of both male
and female workers.
With respect to the wives of retired male workers, the argument
is often made that the present eligibility age works a hardship by
reason of the fact that, on the average, they are several years younger
than their husbands and that, consequently, a married couple frequently has only the husband's benefits on which to live during the
interval until the wife reaches age 65.
Obviously, however, reduction of the eligibility age of women to
62 would help only in cases where the age differential between a man
and his wife is 3 years or less. Thus, the proposal contained in H. R.
7225 would not effectively solve the problem at which it is directed.
We believe that there may be a much better, and certainly less
costly, way to accomplish the same objective, and while I cannot
now present it to you as an actual recommendation of my association,
I do commend it to you for your thoughtful consideration.
Essentially this proposal would permit any male beneficiary whose
wife is younger than age 65 to elect to receive a reduced joint and
survivor income which would be the actuarial equivalent of the amount
that would otherwise be payable to them when the wife reaches age 65.
For example, in the case of a man age 65 entitled to the present
maximum benefit, with a wife age 62, he could elect an immediate
income of $148.50 a month during the lifetime of both, with payments
of $99 monthly being continued to him for life if he should survive
his wife and $74.30 monthly being paid to her if she should be the
survivor.
Incidentally, the same election to receive a reduced income would
also be made available to widows of deceased workers at any age.
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OF BENEFITS TO DISABLED WORKERS

While realizing the plight of many families which results from the
disability of the wage earner, we feel that we must necessarily oppose
the provisions of H. R. 7225 calling for the payment of cash benefits
to totally and permanently disabled workers.
Our opposition is based not only upon the large cost that this proposal would add to the OASI program but also upon our firm belief
that it would create many other serious problems, some of which are
covered in our attached committee report and have also been described
by the witnesses for the American Life Convention and the Life Insurance Association of America.
We should like particularly to emphasize our support of the position
taken by the ALC-LIAA witnesses that the best, most feasible, and
least costly way of solving the problems of disabled workers is through
the type of Federal-State rehabilitation program that they have outlined to you.
THOROUGH STUDY OF FEDERAL WELFARE PROGRAMS NEEDED

We feel strongly that too little concern has been shown in the past
by Congress, the administration, or the public over the possible adverse long-range economic consequences that may result from the
liberalizations contained in H. R. 7225, as well as those voted in the
past, notably in 1950, 1952, and 1954.
As a matter of fact, no one really knows what these consequences
will be. About all that we do know is that whatever they may be,
they will have to be borne, for the most part, by future generations
of taxpayers.
This lack of knowledge was nowhere better evidenced than in the
cost estimates prepared by the actuaries of the Department of Health,
Education, and Welfare in connection with H. R. 7225 when it was
before the House Ways and Means Committee last year.
According to the low-cost estimates developed by these experts, the
so-called OASI trust fund would build up to $482.5 billion in the
years ahead. On the other hand, their high-cost estimates pointed to
the eventual extinction of any trust fund and an ultimate annual cost
of $33.5 billion, or 13.34 percent of covered payroll, rather than the
maximum combined employer-employee tax rate of 9 percent provided
for in the bill.
Moreover, even these widely divergent estimates were based upon
the favorable, but highly uncertain, assumptions that employment
would continue at the existing high level and that there would be no
further liberalizations of the program.
Accordingly, we respectfully urge that your committee reject all of
the provisions contained in H. R. 7225, except those calling for the
proposed broadening of coverage, pending a comprehensive and objective study of the OASI and related Federal welfare programs.
Such a study should embrace, but need not be limited to, the types
and levels of benefits to be provided by these programs, their cost and
their ultimate impact upon the national economy in general and upon
private insurance, pension, and savings programs in particular.
In closing, I want to express to your committee both my own thanks
and those of my association for giving us this opportunity to present
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our views with respect to H. R. 7225. I sincerely hope that you will
find this statement and the attached report helpful to you in your
appraisal of the bill.
The CHAaRMAN. Thank you very much, Mr. Adams. The excerpt

will be inserted in the record.
Mr. ADAMS. Thank you.

(The excerpt from 1955 annual report is as follows:)
EXCERPT FROM 1955 ANNUAL REPORT MADE BY COMMITTEE ON SOCIAL SECURITY OF
THE NATIONAL ASSOCIATION OF LIFE UNDERWRITERS TO NALU's NATIONAL
COUNCIL AND BOARD OF TRUSTEES CONCERNING H. R. 7225
PRINCIPAL PROVISIONS OF H. R. 7225
For the information of the National Council and the board of trustees, H. R.
7225 would once again "liberalize" the old-age and survivors insurance program by(1) Providing for the payment of regular retirement benefits to workers 50
years of age or older who are totally and permanently disabled;
(2) Lowering from 65 to 62 the age at which female workers, wives of retired
insured workers and widows and dependent mothers of deceased insured workers
become entitled to OASI benefits:
(2) Continuing monthly benefits to children who become totally and permanently disabled before age 18, as well as to the mothers of such children;
(4) Extending coverage to all self-employed professional groups (except doctors) and to certain other relatively small groups who are presently excluded;
and
(5) Raising the social security employer-employee tax rate, effective January
1, 1956, by 1 percent (i. e., one-half of 1 percent each on employer and employee)
over the rates called for by existing schedules. The self-employed, of course,
would pay an additional three-fourths of 1 percent. In turn, this would mean
that the ultimate maximum scheduled tax rates, for 1975 and thereafter, would
be 9 percent (instead of 8 percent) for employers and employees, and 6% percent
(instead of 6 percent) for the self-employed.
RECOMMENDED

POSITION ON

H. R.

7225

I. Provisions of H. R. 7225 meriting NALU's support
We believe that NALU should endorse and support the following provisions
of H. R. 7225:
(1) Extension of OASI coverage to lawyers, dentists, and others specified in
the bill. (This is in accordance with NALU's long-standing policy that, generally speaking, all gainfully-employed persons should have such coverage.)
(2) Proposed increase in OASI tax rates if and only if the provisions of the
bill (discussed below) to which we are opposed are enacted into law.
II. Provisions of H. R. 7225 that NALU should oppose
We very strongly urge that NALU oppose those provisions of H. R. 7225 which
would (1) lower the eligibility age of women to receive benefits and (2) provide
for the payment of cash benefits to totally and permanently disabled workers
commencing at age 50, to totaly and permanently disabled children past the age
of 18 and to the mothers of such children. We shall briefly discuss our reasons
for recommending such opposition in terms of (1) general considerations, (2) cost
factors, and (3) industry interest.
A. Generalconsiderations
(1) Lowering eligibility age for women.-In discussing this feature of the bill,
it seems to us that we must differentiate between insured women workers, on the
one hand, and the wives and widows of retired and deceased insured male
workers, on the other.
So far as insured female workers are concerned, we see absolutely no justification for reducing their eligibility age to 62. In the first place, such a move
would be at a complete variance with the tremendous progress that has been
made in this country toward improving the health and longevity of all workers
and, thus, their useful working lives. In the second place, it would undoubtedly
cause the reversal of the growing trend among employers to keep female workers
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on the job until age 65 and result in the enforced retirement of such workers at
the earlier age of 62, despite the fact that they might wish to remain at work
and be perfectly capable of continuing to work. Finally, there seems to be little
reason to doubt that if the retirement age of female workers were lowered to
age 62, the next step would inevitably be to lower the retirement age of male
workers as well. Such a result, we believe, would not be in the best Interests
of either the workers themselves or the productive economy of the country.
Insofar as lowering the eligibility age of the wives of retired workers and the
widows of deceased workers is concerned, we conceivably might agree that some
social justification could be shown for such a proposal if we could be sure that it
did not represent simply another mincing step so characteristic of the process
that is aptly described as "creeping socialism." On the contrary, however, we
are morally certain that this proposal would be just such a step. We think that
no great vision is required to foresee that once the eligibility age of wives and
widows was reduced to 62, there would be unrelenting pressures (fully "documented" by "hardship" cases) for further age reductions and ultimately, we
believe, for the complete elimination of the so-called "black-out period." To
repeat, therefore, we feel that NALU should very definitely oppose any reduction
whatsoever in the eligibility age of wives and widows of insured workers.
(2) Cash disability benefits.-NALU has traditionally opposed the inclusion
of cash disability benefits in the AOSI program on the ground that the program
was, and properly should be, intended only to provide benefits for retired workers
and the surviving dependents of deceased workers and that the taxes exacted
to support such benefits should not be diverted for other purposes. Our association has also long been convinced that the question of whether or not an
individual is "totally and permanently disabled" is becoming more and more
a matter of subjective, rather than objective, determination. Therefore, we
have consistently recommended that any Government program dealing with the
problem should be devoted to the rehabilitation of disabled workers, with the,
view of returning them to useful, productive lives, rather than to the payment
of cash benefits that would, in our opinion, tend to discourage and delay such
rehabilitation. Furthermore, our committee feels that the payment of such
cash benefits would actually encourage widespread malingering, especially in
periods of low employment, which, of course, would make the program tremendously costly.
We are completely mindful of the fact that the disability benefits proposed by
H. R. 7225 for covered workers would be paid only to those workers 50 years of
age and older. Even if we were otherwise in agreement with this limited proposal as such, we would still recommend opposition to it on the ground that it
represents another of those "mincing steps" down the road toward welfare
statism. Obviously, if the Federal Government is going to pay cash benefits to
totally and permanently disabled workers commencing at age 50, it cannot long
justify withholding such benefits from younger disabled workers. Indeed, it
would seem to us at least arguable that the latter groups, on the whole, have a
greater need for cash disability benefits than the 50-and-over group, since they
are much more likely to have dependent children for whom they must provide.
In recommending that NALU also oppose the proposal to pay benefits to disabled
children past the age of 18 and to the mothers of such children, we trust that no
one will think us indifferent to the needs of these individuals. However, as the
Ways and Means Committee pointed out in its report on H. R. 7225, the number
of such cases would be negligible and, in our opinion, can be better taken care
of at State and local levels. Thus, we feel that there is no need for an expansion
of the OASI program in this direction. We further feel that any such expansion
would simply represent another "foot-in-the-door" approach by the Federal
Government to an ultimate general disability benefit program.
B. Cost factors
The Department of Health, Education and Welfare has estimated that the
payment of benefits to women at age 62 and the payment of benefits to totally
and permanently disabled workers at age 50 would result in increasing the
average annual cost of the OASI program by $2 billion. However, as large as
the above figure is, it is only when one stops to look at the over-all OASI picture
that he can possibly realize the staggering ultimate cost of this Government
largesse.
Under H. R. 7225, the scheduled employer-employee tax rates would be ir
creased in 1975 to 9 percent (shared equally by employers and their employees),
and the tax rate on self-employed individuals would then become 6% percent.
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Keeping these rates in mind, let us now take the example (cited in the minority
report filed by various Republican members of the House Ways and Means Committee in connection with H. R. 7225) of a farmer with net income of $4,200 from
self-employment in 1975. Assuming that he has a wife and two children and uses
the standard deduction, his Federal income tax (at present rates) will be $276.
On the other hand his social-security tax will be $283.50. Thus his social security
tax, taken as a percentage of net taxable income, will be in excess of 20 percent.
If he had three children, his income tax would be only $156, but his socialsecurity tax would, of course, still amount to $283.50. In such case, his socialsecurity tax would be the equivalent of a net income tax of 36 percent. As correctly observed in the above-mentioned minority report, this would be an ordinary
case and not at all an unusual one.
We should like to emphasize that the foregoing example is based only on the
ultimate tax rate that is scheduled in H. R. 7225 for the year 1975 and thereafter.
Looking beyond that year to the year 2020, the poor farmer-or perhaps we
should say his poor son or grandson-might well be in much worse shape. According to the estimates cited in the Ways and Means Committee's report on
H. R. 7225, the total annual cost of the OASI program (including the additional
benefits provided by H. R. 7225) may run as high as 13.34 percent of taxable payroll, or $33.5 billion, in 2020. Thus, the social-security tax on the self-employed
farmer would then be in the neighborhood of 10 percent of his $4,200 of net
earnings-or $420. Translated into terms of his Federal income tax (at present
rates), this $420 would be the equivalent of a net income tax of more than 30
percent, if he had a wife and two children, and of almost 54 percent, if he had
a wife and three children!
As shocking as the foregoing examples may seem it must be remembered that
even they are based upon the following two assumptions: (1) that employment
in this country will continue at or near the present high-level rate and (2)
that. there will be no further liberalization of the OASI program beyond that
provided by H. R. 7225. Any material change in either of these assumptions
would, of course, tend to increase the cost of the program substantially. We are
particularly fearful that the second assumption would prove to be completely
invalid if H. R. 7225 were enacted, for, as we have already pointed out in this
report, the amendments that it would make with respect to the eligibility age
for women and the payment of cash disability benefits would undoubtedly generate irresistible pressures for further and more costly amendments in these two
areas.
C. Industry interest in H. 1. 7225
As we see it, the life-insurance industry has a vital and valid self-interest in
opposing the objectionable provisions of H. R. 7225 discussed above not only
because they would, in and of themselves, represent a further encroachment by
the Federal Government upon markets that can and should be served by private
enterprise, but also because they would inevitably lead to other and more serious
encroachments upon such markets.
Every "liberalization" of the OASI program (such as those contained in H. R.
7225) serves, in our opinion, to aggravate the dilemma in which our business
finds itself. In the first place, each such liberalization tends to lessen the need
for people to make voluntary provision for the economic well-being of themselves
and their dependents through life insurance and other forms of private savings
and investment. Equally important, each additional dollar in taxes that they
are compelled to pay to support the constantly increasing costs of the program
necessarily reduces their ability to make such voluntary provision.
In our view, the experience of the French people furnishes cogent evidence of
the validity of the foregoing conclusions. According to an editorial that appeared in the Philadelphia Bulletin last July, the average monthly pay (in terms
of real wages) for workers in the Paris region had increased from 37,300 francs
in 1930 to 48,900 francs at the present time-an increase of almost 30 percent.
However, whereas the Government took only 4,300 francs from the worker in
taxes in 1930, its take now amounts to 15,600 francs-largely earmarked for
increased social benefits. Thus, despite his 30 percent increase in real wages
since 1930, the French worker winds up with almost exactly the same takehome pay as he had 25 years ago; and as the editorial concluded, "he may have
an uneasy feeling that he isn't getting anywhere."
At the same time, we also find that the French worker has ceased buying life
insurance to any significant extent. In January 1955, the Institute of Life
Insurance reported that the ratio of life insurance in force to national income in
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1954 was only 12 percent in France, as compared with the ratio of 100 percent
in this country.
In our judgment, therefore, there is a strong likelihood that the level of "social
benefits" in France and the tax burden necessary to finance these benefits have
grown to such an extent as to deprive the French worker almost completely of
both his willingness and his ability to take care of himself and his family. It
is our conviction that repeated, costly liberalizations of our own country's OASI
program must inevitably produce the same unhappy "Utopia" in the United
States-for both the American people and the life-insurance business.
Such a result was forecast about 10 years ago when the Social Security Board,
in an official publication entitled Common Human Needs (which we understand
was later suppressed), made the following remarkable and significant statement:
"Social security and public-assistance programs are a basic essential for attainment of the socialized state envisioned in democratic ideology, a way of
life which so far has been realized only in slight measure."
It would seem that many of our lawmakers in Washington have dedicated
themselves to the implementation of this socialistic philosophy and are determined to forge the OASI program into a compulsory system of cradle-to-grave
benefits so comprehensive and costly that the citizens of this country will find
it both unnecessary and financially impossible to fend for themselves. If it
happened in France, let us in the life insurance business not delude ourselves
into believing that it cannot happen here.
CONCLUDING REMARKS

As indicated earlier in this report, it is our recommendation that NALU have
a witness testify before the Senate Finance Committee along the lines discussed
herein when that committee holds hearings on H. R. 7225 next year. We particularly urge that emphasis be placed upon the tremendous costs involved in the
financing of the OASI program, for we seriously doubt that this aspect of the
program has received anything like the consideration that it merits from our
lawmakers in the past.
We also recommend that NALU continue and intensify its efforts to educate
the public concerning the true nature and purpose of the OASI program. We
still adhere firmly to the belief that unless the voters of this country are made
to face up to the facts of life about the program and, especially, the terrific
financial burden that it threatens to impose upon future generations, they will
some day find that they have been led down the primrose path to disillusionment

The CHAIRMAN. The next witness is Mr. E. H. O'Connor, Insurance
Economics Society of America.
STATEMENT OF EDWARD H. O'CONNOR, MANAGING DIRECTOR,
INSURANCE ECONOMICS SOCIETY OF AMERICA
Mr. O'CONNOR. I would like to ask the privilege of filing my full
statement for the record.

The

CHAIRMAN.

Without objection your full satement will be

inserted in the record.
(The prepared statement of Mr. O'Connor is as follows:)
STATEMENT OF EDWARD H. O'CONNOR, MANAGING DIRECTOR, INSURANCE ECONOMICS
SOCIETY OF AMERICA

Mr. Chairman and members of the committee; my name is Edward H. O'Connor
and I am appearing today on behalf of the Insurance Economics Society of
America, an organization devoted to the study of all forms of social insurance.
My home is in Chicago, Ill.
I think it is most fortunate that this committee is holding hearings on this
bill which appears to be one of the most important items of this session of
Congress. It is regrettable that this bill, touching nearly every family in the
Nation and involving billions of dollars, was not given a public hearing in the
House and was considered under a suspension of the rules.
It is not easy to criticize proposed national legislation which appears to be
a humanitarian effort to help elderly people, the aged widow, the disabled
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worker, and the crippled child. However, it is imperative that we carefully
weigh both sides of the question keeping in mind what is best for the economic
future of the country. Let us not in our humanitarianism forget that the socialsecurity system represents the source of security for many millions of Americans.
With undue expansion of benefits and excessively high taxation irreparable harm
may come to the future operation of the system.
In order to finance the increase in benefits called for in this bill a higher
tax schedule is provided. As a result the ultimate tax rate, effective in 1975,
is 9 percent shared equally by employer and employee. For self-employed and
professional individuals, the ultimate tax would be 6%4 percent. In discussing
the new tax schedule we must remember that social-security taxes are a tax
on gross wages and unlike the personal income tax is not limited to net income.
It has been estimated that the maximum 6%-pereent rate on the self-employed
would be equivalent of a net income tax of about 20 percent and higher in many
cases. It is estimated in 1975 total social-security collections will approximate
$20 billion annually based on present wage levels-which may be considered an
extremely conservative estimate.
I point out these facts (future social-security tax rates and collections) to
develop the point that these tax burdens may be so high as to preclude any
desirable and necessary liberalizations which may develop over the years.
I shall confine my remarks today to two provisions in this bill: Retirement
age for women and disability insurance benefits for certain disabled individuals
who have attained age 50.
RETIREMENT AGE FOR WOMEN
Under this bill, before the committee, it would provide monthly payments
to begin at age 62, instead of 65, for women workers who retire, for wives of
retired workers, and for widows.
One of the basic reasons given for the reduction in age of women under social
security is that wives generally are a few years younger than their husbands.
This is presumed to make it difficult for a husband to retire at age 65, because
his wife will not draw benefits until a few years later. It therefore can make
a difference of $54 a month and more, of course, if there are dependent children.
Average retirement age of 69 is cited as evidence of age differential between
husbands and wives and this, of course, leads to a reluctance of a man to
retire until his wife has reached age 65 and both can collect benefits.
The chief actuary of the Social Security Administration recently analyzed
the latest experience data for the program and came up with the following
statistics:
Of the men claiming benefits at age 65, the wives of 20 percent of them were
65 or over and 50 percent of them less than 62. Thus, lowering the age for
women from 65 to 62 would be of no assistance to 7 out of 10 men at age 65.
On the basis of a further analysis of this data the chief actuary concluded:
"The argument that the retirement age should be lowered for wife's benefits,
because maintaining it at age 65 compels men to go on working longer than they
would otherwise, possesses little validity."
Private industrial compensation plans are generally geared to the social security system. This fact has led most of these plans to adopt age 65 as the
retirement age for both men and women. If age 62 is established for female
social security purposes, all of these fine pension plans will be thrown out of
gear. It will require a complete examination of these plans, many of which
are the result of long negotiations between management and labor. There is a
serious question in the minds of many as to whether the reduction of the statutory social security eligibility age for women, desirable as it might appear in
some individual cases, may not run counter to the major social and economic
objective of wider employment opportunities. We know that it is customary
for women to retire at age 65 or later. Will we through such a change in our
Social Security Act force women out of jobs at 62 regardless of their wishes in
the matter?
Do we want to see our senior citizens forced prematurely into retirement when
they are capable and willing to keep on working at productive employment and
earning a great deal more than they would receive under social security?
Under the circumstances I believe we must face some questions on this issue.
Isn't a reduction in age inconsistent with the lengthening life span for the entire population and the fact that women live longer than men on the average?
Would a reduction in age for working women make it more difficult for them to
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obtain and keep jobs on a fair basis with men? Would a reduction of retirement age by only 3 years have any real significance, for example, in alleviating
the problem of the woman who is widowed at 45 or 50? Would a reduction in
age for women be merely a forerunner for a general reduction in retirement
age for men as well?
We must understand that many people work for other incentives than financial return and it is entirely likely that women continue on their jobs as long
as they are physically able to do so and as long as their bosses let them remain.
Since women live longer than men there is no reason for thinking they tend to
go into a physical decline before men do. In fact, a study of the question would
indicate the female is more enduring than the male.
The aged widow and the aged wife who have never made their own living
and never held a job are in a different position from the working women of the
same age who may resent being forced out of the labor market by the arbitrary
reduction of the retirement age.
In a report released by the Institute of Life Insurince in October 1955 based on
a study by the Department of Health, Education, and Welfare, it showed 40
percent of all regular income received by the over 65 group comes from employment. This money helps support some 3 million men and women still working
at the age of 65 and older together with somewhat less than 1 million wivesa total of 4 million persons.
I believe it is recognized and confirmed by statistics that 83 percent of private
compensation plans set up in the past few years have made the retirement age
for men and women the same. Why, then should the Federal Government undertake to discriminate against working women who today constitute onethird of our labor force.
Just a short time ago one of the large insurance companies announced they
had raised the mandatory age for their 3,700 employees, a goodly number b Ang
females, from 65 to 68. The action was taken, said the company, because of
the increasing longevity of workers and because "we feel good management
dictates enlightened use of productive manpower in our company."
We know that a very large percentage 6f women raise families, run their
own homes, and hold down jobs. Others manage and operate a business or
engage in professional activities. Why should we attempt under our social
security law to make it more difficult for working women by lowering their retirement age to 62, especially since they outlive men on the average.
This provision, lowering the retirement age for women, is looked upon by
proponents as a forward step, but it may actually be a step backward. People
are not only living longer but thanks to progress in medicine, their health is
better and their working abilities prolonged. Taking women out of the working
force 3 years earlier by this proposed change would tend to have a bad psychological effect on them. It is a well-known fact that very often men who retire
tend to age more rapidly than those who maintain an interest in their work
and do not retire. Due to the low birth rate 20 years ago we are now facing
a period of slackening growth in the labor force. Removing many female
workers from the labor force may tend to lessen production and prosperity.
This question of reducing the age of eligibility for women beneficiaries was
considered and rejected by a committee of Congress in 1949 as being too costly.
Certainly if this was a well-founded reason for not taking action 7 years ago
it is still valid since it would certainly be a more costly venture at this time.
To reduce the age of eligibility for women under our Social Security Act it
has been estimated that the first year benefits would be paid to an estimated
800,000 additional women which would cost $400 million. Retired women workers aged 62 to 64, 300,000; wives aged 62 to 64 of retired workers aged 65 and
over, 300,000; widows aged 62 to 64, 200,000. It was further estimated by the
House Committee majority that after 25 years, 1,800,000 additional women would
be receiving about $1,300 million a year and that the reduction of the qualifying
age for widows alone would add $15 billion in the value of survivor protection
of insured workers next year.
Ever since the enactment of the Social Security Act the age of retirement has
been maintained at 65 for both men and women. This formula has been followed
during the past 21 years. I believe it is now incumbent upon you gentlemen, who
have a major part in safeguarding the system for the people of this country, to
give due consideration whether or not the people desire to reduce the retirement age limit, with the increased taxation, in order to make the system operate,
for the principal benefit upon which the act was enacted-to provide a benefit to
workers, both men and women, when reaching the age of 65.
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DISABILITY INSURANCE BENEFITS PAYMENTS

Under this provision monthly payments would be made to covered workers 50
years or older who become totally and permanently disabled.
As I stated before this committee in March 1950 when H. R. 6000 was being
considered, "This is a most dangerous proposal considering the aspects of administration costs and the future of the system." Since that time we have broadened the act in many respects, but have not improved the financing of the
program to any significant degree. Therefore, what was very evident 6 years
ago on this point is true today.
Total and permanent disability coverage under social security is not a new
idea. In 1949 a program of disability benefits was passed by the House and
subsequently rejected by the Senate. Again in 1954 the "freeze" amendment
was adopted.
Disability is an intangible, subjective concept. It differs materially from the
definite fact of death or old age which are the two basic elements in OASI.
For example, many times the attitude of the individual, when suffering a particular condition, will govern to some extent the degree of disability. It is also
a fact that the payment of disability benefits for any length of time, even in
modest amounts, undermines human personalities, destroys incentive and the
will to seek work fitted to one's capabilities.
Former Secretary Hobby of Health, Education, and Welfare, when appearing
before this committee last July, raised questions about the actuarial problems
evidenced in cash disability benefits, and the program's relationship to disability
benefits under workmen's compensation, to unemployment insurance, to State
temporary disability programs and to private disability and voluntary health
insurance plans. She expressed concern about the present and future costs. of
the social-security system. In referring to the tax schedule she said "The system
could lose its attractiveness, particularly for many self-employed persons, if
additional cost items are added without the most careful evaluation of the benefits they confer." These statements of former Secretary Hobby are very significant because, if I recall correctly, it is the first time that anyone representing
the Department of Health, Education, and Welfare or the Social Security Board
ever opposed expanding and liberalizing the benefits of the act.
According to House Committee majority estimates, during the first year of
operation there would be 250,000 disabled workers who would receive $200
million: In 1980 you would have 1 million disabled workers receiving $850
million. By the year 2020 the cost would be $1,044 million. Whether these
figures can be accepted as a worthwhile basis is debatable. It is agreed, however, that total and permanent disability benefits would be a very expensive item
of social security. Therefore, since the system represents the source of security
for many millions of Americans (about 9 out of 10 workers are now covered)
and since it has a tremendous significance for our economy, I believe we should
take a good look at the financial status of the system.
About 7.8 million retired workers, wives, widows, and dependent children
are drawing social-security benefits of almost $5 billion a year. The number of
beneficiaries has increased by close to 15 percent in the last year. Some $21
billion now stands in the social-security trust fund to help pay future benefits.
It is estimated the OASI trust fund should amount to $35 billion in order to be
able to pay benefits to persons now retired and to their dependents and survivors.
Since it has but $21 billion plus a small revolving cash fund, there is already
approximately a $14 billion shortage in the fund. The trust fund in 1949 was
20 times the benefits disbursement of that year. It is now down to 4 times the
1955 benefits. The $21 billion trust fund is but 7 percent of the $300 billion of
accrued liability. That is the amount of money the Government would need to
pay off present social-security commitments if the system were terminated and
the promised benefits were paid off when they fell due. It would appear that if
this bill was enacted it would drain off the funds from the already weakened
OASI trust fund. We must not forget that the Government has not set aside
1 cent for future social-security benefits for persons now working and paying
taxes. Any further promises of benefits to be paid in the future will only increase the present OASI liability of $300 billion.
Considering both the actuarial calculations which have been made in the
past and which have been found far short of reality and the proposed tax increases, does it follow that the new benefits should be adopted at this time and in
the form suggested?
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Actuarial results are not predictions. It is true that current social-security
receipts exceed benefits paid, but the actuarial estimates of the soundness of
the system exist on paper. They presuppose relatively optimistic assumptions,
including high levels of employment and reasonably favorable population trends.
And they assume still more optimistically that the periodic tax increases will
take place as scheduled. We must remember that the tax assumptions are based
on scheduled increases to take place in the future rather than on levels which are
readily accepted today.
I do not believe the size of the disability program is sufficiently large enough
to require Federal intervention. There are only about 300,000 disabled persons in the United States, including nonemployed oldsters. The Government
contemplates paying cash benefits to only 250,000 of these 300,000 disabled persons. It plans, however, on increasing the social-security taxes of 65 million
workers and their employers as well as self-employed persons. Dr. Howard
Rusk, an expert on disability and rehabilitations, stated in November 1955 that
"9 out of 10 disabled persons could be taught to help themselves." They need
retraining for different jobs rather than cash payments. Those in general
financial need could of course be helped locally.
Would it not be somewhat of a hardship on the majority of the 65 million
workers of the country to further increase their social-security taxes in order to
pay deferred cash benefits to a small minority who may become disabled?
In 1954 the Congress amended the Social Security Act by including the freeze
amendment. This was a step toward disability benefits and is recognized as an
effort to prevent any deterioration of earned benefits during the years before age
65 when the disabled individual is not working. As former Secretary Hobby
pointed out in her testimony before this committee last July, "There has not been
enough time to study the effect of the freeze amendment." She stated that "only
374 State determinations of disability under the freeze provision enacted in 1954
had been received by the HEW Department at that time, such determinations
having come in from only 7 States." However, by the end of last September 48
States, the District of Columbia, Hawaii, and Puerto Rico had set up waivers
of tax disability freeze programs. By August 31 last a freeze period had been
established for about 29,500 applicants. Might it not be preferable to have more
experience under the disability freeze amendment before proceeding to further
change? From that experience we could develop satisfactory sound.administrative procedure on the question of total and permanent disability.
Experience demonstrates that cash sickness benefits operate as a deterrent
to rehabilitation. As the London Economist stated some years ago, "The ultimate cost and waste of a disability program not geared to inventives to recovery is locked in the subconscious minds of millions of hypochondriacs."
This bill provides for rehabilitating the disabled, which is a good gesture but
which, in my opinion, is a responsibility which should be left entirely to the
States. Distribution of the disabled varies among the States, and flexibility
of State systems will alow better adjustments to actual conditions. The State
public-assistance systems are closer to the disabled in their homes, have medical
facilities or arrangements for the same, possess casework services for treating
individual cases, can engineer the retraining and rehabilitation of the disabled
as well as find work for them, and can render such financial assistance as befits
each case. When institutionalization is required, State and local institutions
already care for many of the disabled, and this service can be expanded to meet
additional needs. Briefly, States are administratively closer to the conditions
and cases of the disabled.
The administration of permanent and total disability benefits is more akin to
the administration of old-age assistance than to old-age and survivors insurance.
Under OASI you are not confronted with the various degrees of eligibility; you
do not have to follow through continually checking the progress of the disability.
This surveillance is similar to what is required in administering public assistance, always on the alert for false claims, misrepresentations, and malingering.
In these r-spects, old-age assistance and disability benefits follow the same pattern, and the administration should be at the local level where the costs of such
a program can be controlled.
Another serious objection to disability benefits in the OASI system would
lie in the inflexibility and rigidity of any overall formula. Based on the working
history of the individual, would it be of any relative value as to the future needs
of the disabled worker and his family during a period of longtime disability?
Such a situation, at the local or State level, could be adjusted from time to time
on the needs of the individual and his family. If we want to be a real help to
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the disabled this latter approach (local and State level), certainly is more
realistic than determining benefits on wage records of years past.
The problem is now recognized as a function of the State, and I believe it is
the answer to the question of permanent and total disability. I believe you
will find in many States the average monthly payment under disability assistance is larger than the average OASI primary benefit. This being true, if you
adopt this provision in H. R. 7225, there would need to be some supplementation
through the disability assistance programs if the beneficiaries are to receive as
much income as now being paid. This would create duplication and perhaps
conflicting administration. It would add another plan to the several now in
existence under OASI, tending to make it more complex.
I believe it is readily recognized in considering total and permanent disability
that rehabilitation is to the ultimate benefit of both the individual and society.
Here again the State could balance the incentives to cash benefits and to rehabilitation, since these two incentives may otherwise conflict.
As an example of a proper approach to rehabilitation I refer you to the StateFederal program of vocational rehabilitation, a program in which a 5-year expansion effort is now underway. The number of disabled persons helped to
useful and independent lives in the 2 years incrEased from 56,000 in fiscal year
1954 to 58,000 in fiscal year 1955. This reversed a 3-year downtrend and begins
to approach the goal of 200,000 rehabilitations annually. Congress has increased such appropriations from $23 million in fiscal 1954 to almost $34 million
for the current year. The major portion of these appropriations were allotted
to State programs of vocational rehabilitation. Last November over $400,000
was given in Federal grants to 15 organizations in 8 States for research or
demonstration projects that show promise of helping to rehabilitate handicapped
persons. No one can deny but that this is progress and, as we reduce the
number, the humanitarian and economic benefits will be great.
With adequate and effective use of the services provided by the Vocational
Rehabilitation Act, the disabled would have the benefit of a completely integrated and well-rounded program. While being rehabilitated, if need exists, the
individual would be considered under the State disability assistance program.
There is no need to adopt such a far-reaching and hazardous plan as cash benefits
for extended disability. Let us continue to test and perfect, through practice
and experience, the several plans now in existence such as vocational rehabilitation, the freeze and dropout provisions, and the institutional facilities provided by the various States for certain types of disability. We should not
spread ourselves too thin and perhaps fail in our main objective of preparing
the disabled to assume their rightful place in society.
I believe the chairman of this committee, in speaking of this proposal in a
speech in Chicago last fall, scored plans to add disability payments under social
security as a "health insurance function beyond the scope of the act."
I must agree with the thought that has already been expressed before this
committee that our Social Security Act should not be further expanded until a
thorough study has been made of the background, its operations, its cost, and
its future commitments. The Social Security Act has not provided old-age
security. Of 14 million persons 65 and over in the United States, only 5.5 million
are receiving OASI benefits. However, this past year the American people were
compelled to pay nearly $6 billion in social-security taxes.
The Social Security Administration has stated that the old-age and survivors
insurance program is self-supporting and is financed through the taxes of workers, their employers, and the self-employed. Such a statement may be questioned. The OASI system, with interest payments, taken from general revenues
and paid into the trust fund, is able to get by at the present time. If it did not
rely on the Government's power to tax the next generation and succeeding ones,
a serious question can be raised as to whether or not it is operating upder a
proper financial formula.
To many of our people seem to have the mistaken idea the Government has
somehow discovered a magic formula for meeting the costs of social security.
The program as originally conceived was designed to help prevent destitution
in old age. It was never intended that the payments by the workers should
bear an equitable relationship to the benefits received by those who qualify.
The amounts of benefit were to reflect presumptive need. Social security was
not conceived as an annuity plan. Now we have developed a program providing
substantial amounts of old-age retirement benefit and various payments to survivors for the majority of the population regardless of need or eventual cost.
The present program is piling up large obligations for future generations. The
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maximum tax rates of 9 percent (or 6% percent in the case of the self-employed)
would not be accepted by our people today. Why then pass this tax burden on
to our children, an amount we ourselves are unwilling to assume. As Congressman Utt of the House Ways and Means Committee wrote in a dissenting report
on the 1954 Social Security Amendments: "I wish to state it is my fearful
belief that the social-security tax is fast shaping up to becoming a secondary
graduated income tax upon wages and salaries, a tax which, when its full impact
is felt, will shake our social security system to its very foundation."
Just last July the Secretary of the Treasury, who is the Managing Director
of the OASI "Trust" Fund, testified before the House Ways and Means Committee that the OASI system is actuarily unsound. When he was asked by a
member of the committee if it was his opinion that the system was actuarily
unsound, he replied "Yes under the present provisions of collection and disbursement," Congressional Record, July 5, 1955, p. A4871).
If the system is already actuarily unsound, the wise thing to do is to refrain
from building further on a weakened foundation by adopting these amendments,
and particularly the total an I permanent disability provision. It would appear
to be most opportune to study it and make the corrective changes in the system.
Then we would know how far we could go in improving its provisions.
There has never been a single comprehensive and carefully objective study
made by disinterested and competent authority that would clearly point up where
social security is taking us. There is no emergency, today, requiring early
enactment of any further liberalizing amendments to OASI.
I therefore respectfully recommend to this committee to give consideration
to the creation of a well-qualified commission, either governmental or private
or both, to make a thorough, objective and impartial study before taking any
action on the bill now pending. I believe it is of great importance for the people
of this country to know whether governmental social security has been developed
properly or improperly, and whether we can go on adopting increases in benefits
every even-numbered year without sooner or later reaching a point where social
security will become harmful to the American people. Such a study should be
made in the light of the present economic and political impact of social security;
ascertain whether the increasing benefit disbursements, now foreseeable, will
make inroads on the living standards of self-supporting people; what are the
inflationary or deflationary implications of social security; what are the proper
interrelationships among old-age assistance, the OASI system and private pensions, etc. The facts developed from such a study could be the basis for objective
improvements in the system for the benefit of all of our people.
Social Security Commissioner, Charles Schottland, a few months ago told the
Gerontological Society that by 1980 almost all retired aged will be eligible for
OASI benefits. He also stated social security payments are now going to about
one-half of the Nation's aged population. In view of this statement, I think it
behooves this committee to make sure that our social security system is set up to
continue on a proper financial basis, so as not to be a disappointment to the coming
aged and those of future generations.
I most urgently request your favorable consideration to such a course of action
at this time.

The

CHAIRMAN. Thank you very much, Mr. O'Connor.
Any questions?
Senator BARKLEY. No.
The CHAIRMAN. The meeting is now adjourned until 10 o'clock
tomorrow morning.
(By direction of the chairman, the following is made a part of the
record:)
LIFE & CASUALTY INSURANCE COMPANY OF TENNESSEE,
Nashville, Tenn. January 25, 1956.

Senator HARREY F. Byan,

Chairman, Senate Finance Committee,
Senate Office Building, Washington, D. a.
DEAR SENATOR BYRD: I should like to express my views as an individual to certain portions of bill H. R. 7225. I expressed these views in letters to Senators
Gore and Kefauver last month and received a reply from each of them. They
have both promised to go into all aspects of this bill and weigh the matter carefully before voting upon it.
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As a medical director of an insurance company, I am sure that you realize
that I not only understand, but fully endorse, any type of cooperative pooling of
funds for the protection of the individual against the unpredictable loss of life
or time. I have been associated with most of the phases of life, health, and accident insurance for over 20 years and at one time in connection with a large New
England company I was primarily concerned with the attempt to rehabilitate
many policyholders who were drawing total permanent disability benefits for a
long period of years and apparently making no effort at rehabilitation or attempt
to become self-supporting, even when this seemed possible.
I believe you will find if you make inquiries to those who have been connected
with the life and health insurance business that there are two major pitfalls
with which it is difficult, if not impossible, to deal properly. The first of these is
the individual who would rather draw a small amount of money from a health
insurance or similar contract and do no gainful work because of actual or fancied
illness than make an effort to regain his health and work for a larger income
by his own efforts.
The second is a corollary to the first, and that is the difficulty of getting proof
of tie extent of a claimant's disability which is entirely factual and not influenced
by financial considerations. Experience has shown that in legitimate illness
where disability exists, the period of disability tefids to be prolonged when
financial compensation is drawn during the period of disability. In other words,
the collection of indemnity removes the incentive to recover in too many cases.
This is not always, or even often, a conscious drive, but nevertheless is actual.
Persons who know they are eligible to draw benEfits from the proposed portion
of the bill which permits retirement from age 50 on in cases of total permanent
disability might readily put pressure upon their physicians to certify to this
disability. This pressure might be difficult for the physician to resist, despite his
conscientious desire to be honest and accurate, for the life of any physician's
practice depends in great measure upon the good-will of his patients. Once a
man has been certified as totally disabled, it is almost impossible to disprove
the continuance of such total disability where the primary factor in the disability, for example, is severe pain. Pain and other subjective symptoms cannot be
disproved and one must rely on the claimant's statements almost entirely.
What I am trying to convey to you is my conviction of the impractical nature
of justly administering such a provision in H. R. 7225. This, the richest nation
in the world, could be bankrupt by unjust claims which could not be successfully
defended. Thousands of persons might thereby be deprived of benefits presently
due tbem under their social security because the funds would not be available
with which to pay them.
May I sincerely urge your very careful and meticulous study of this aspect of
the bill in particular, for I believe such study will reveal the truth of what I
have said.
CARL T. KIRcHMAIER, M. D.,
Cordially yours,
Medical Director.
WOODMEN ACCIDENT & LIFE

Co.,

Lincoln, Nebr., January 80, 1956.

Hon. HARRY F.

BYRD,

Chairman, Senate Finance Committee,
Senate Office Building, Washington, D. C.
DEAR SENATOR BYRD: Your committee is currently burdened with the very
serious responsibility of considering amendments that have been proposed in
H. R. 7225, to the social-security law. It is the opportunity of your committee to
spare the citizens of this country an intensification of the increasingly serious
and burdensome problem that is developing because of the unsound nature of our
social-security structure.
Whether one supports or decries the old-age and survivors benefit program,
philosophically, no one can fail to realize that OASI is now a part of the American structure. Certainly under the circumstances the purpose of good citizenship should be to make the social-security structure a sound one and one with
which the country can live without ultimately seriously impairing our economy.
While I personally oppose the amendments to OASI proposed in H. R. 7225, it
is not my purpose in this communication to argue that their cost would be pro,
hibitive, that the introduction of total and permanent disability benefits is a long
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step toward the socialization of the medical profession, that existing innovations
in the law have not yet had an opportunity to be tested, etc. Rather, I wish to
invite your attention to the uncontrovertible fact that in the 30-year history of
social security in this country, there has never been a single comprehensive and
carefully objective study made by disinterested and competent authority that
would clearly point up where social security is taking us. There is no emergency
today, requiring early enactment of any further "liberalizing" amendments to
OASI. Any pressure behind early action proceeds from purely political considerations.
Under these circumstances, you and your distinguished colleagues of the Senate Finance Committee, have an opportunity to perform a significant public service by indefinitely postponing any action on H. R. 7225 until ample opportunity
has been supplied for a careful, honest, factual study of the whole social-security
structure. I most urgently request your favorable consideration to such a course
of action at this time.
Cordially yours,
B. J. FAULKNER, President.
NORTH AMERICAN ACCIDENT INSURANCE CO.,

Indianapolis, Ind., January 31, 1956.
Re H. R. 7225, social-security bill
Senator HARRY F. BYRD,
Chairman, Senate Finance Committee,
Senate Office Building, Washington, D. C.
DEAR SENATOR BYRD: In earlier years I have had correspondence with you,
especially in opposition to the ever-increasing social-security program. It is
the outstanding vehicle of destruction to the safeguards of human liberty. That
means eventually everyone's personal freedoms are sacrificed.
Your statements, your published articles, in the past have been as effective
as any I know about. Maybe you now can point out in such fashion that the
people can understand-i. e., union members, farmers, and the rank and file
of citizens alike-how there can be no material security if personal freedoms are
surrendered as the price.
Some writers have pointed out that since the times when man was a serf, on
down to the creation of our own Constitution and Bill of Rights, personal freedoms, i. e., human liberty, was attained by taking it from the power of government. Now here we are in this wonderful land, being exploited by Socialist,
Communist, and politician, to give back to government, the safeguards to liberty,
in exchange for this and that promise of security!
I do indeed hope that at least this H. R. 7225 bill can be killed. Can't we at
least "hold the line where it is"? Why open up new avenues of exploitation
under the guise of promise of more security. Each time additional powers are
granted, then along come extensions of those powers.
May I again thank you for what you have done in the past and hope that the
power of your voice and wisdom, along with same of others, can wake up the
people and make them see and realize how very foolish these false promises of
security really are.
Cordially and respectfully,
M. E. NoBLET.
NEW HAMPSHIRE STATE ASSOCIATION OF LIFE UNDERWRITERS,

Hon. STnLES BRIDGiES,

HManchester, N. H., January 80, 1956.

United States Senator,
Senate Office Building, Washington, D. C.
DEAR SENATOR BRIDGES: As you no doubt are aware H. R. 7225 is the current
social-security bill now before the Senate Finance Committee. This bill was
bulldozed through the House, with no public hearings, and our association and
other associations like us were given no opportunity to express our stand on this
bill.
The bill concerns further broadening of the social-security law, such broadening taking place for the fourth time in as many election years. I am writing
to you in my capacity as president of the New Hampshire State Association of
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Life Underwriters, the group which you so ably addressed at the Manchester
Country Club at our annual sales convocation 2Y2 years ago.
There are four basic features of this bill. First of all, it will extend OASI
coverage to all self-employed professional groups now excluded except doctors.
Our association supports this part of the bill. It lowers the eligibility age for
female beneficiaries from 65 to 62. We feel there is no justification for this
reduction in age for many reasons. First of all, people are living longer and
instead of advancing the age to 62 a more realistic proposition would be to
retard the age to say 67 or 68. However, we feel that there is nothing to be gained
by advancing the age for retirement for vomen. It would throw all present
pension anl retirement plans completely out of gear, particularly those which
are integrated with social security. it would be the first step in a move to
advance the retirement age for men, and before the merry-go-round would end
it would be down to age 50 for all sexes. We do not feel this to be in the least
bit feasible.
Another provision would allow tle payment of cash benefits to totally and
permanently disabled workers commencing at age 50. We oppose this provision. First of all, the OASI program is and should continue to be primarily
for the benefit of retired workers and their dependents and the surviving dependents of certain deceased workers. Secondly, we in the insurance industry
are well aware that what constitutes total and permanent disability is as broad
and as variable as the number of people making applications for same. The
necessity for governmental supervision in this field would be mountainous, and
the expenses would be incredibly high. Here again, the camel's head would
be in the tent for eventually providing benefits for dependents of disabled
workers, reducing the age minimum for them, and also adding benefits for
workers only temporarily disabled. I believe it is obvious that the added cost
of such a program could very well bring the OASI program to complete
disintegration.
The fourth provision would provide for continuing payment of benefits to
totally and permanently disabled children past the age of 18, and we oppose this
for the same reasons as mentioned in the foregoing paragraph.
and
The last provision would raise the social-security taxes on employers
employees by 1 percent, effective January 1, 1956, and the rates on self-employed
employerpersons by three-fourths of 1 percent making the ultimate scheduled
employee rate 9 percent and the self-employed rate 6% percent in 1975 and
thereafter. The Secretary of the Department of Health, Education, and Welfare
We
has gone on record as opposing more liberal social security benefits.
in
feel that since this is the administration program, all advocates of economy the
rally behind
Government, among whom you are an outstanding example, can We are sincerely
administration in this instance, and party lines can be crossed.
in Government,
hopeful that you will pursue your course of advocating economy
in Government if
and here is a prime example of a very definite extravagance
which numbers several
this program is passed. On behalf of our association,you with all vigor at my
hundred in the State of New Hampshire, may I urge
7225 with the exception
command to oppose all provisions of House Resolution
some occupations not
of the section which would broaden coverage to include
would be much
now covered. Your cooperation and support in this instance
appreciated.
Thanking you for your kindness,
RALPH A. TANOUAY, President.
Sincerely yours,
CHICAGO,

ILL., February8, 1956.
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We feel that the social-security amendment H. R. 7225, and most certainly
that provision providing disability insurance benefits, will be prohibitive in
cost and would weaken an already weakened trust fund. Ex-Secretary Hobby
expressed her concern over these points last July in her appearance on this very
same bill.
We would suggest that the problem of the disabled worker be left in the hands
of the States or recommend the creation of a well qualified commission of both
industry and Government to make a thorough and objective study before taking
any action on H. R. 7225. One of the prime objectives of such a study is whether
increases in social security every 2 years wouldn't soon reach a point where
the social-security tax would be a harmful tax burden to the American people.
I hope, Senator, that all aspects of this amendment will be carefully studied
and weighed before any action is taken.
Respectfully,
W. G. MANZELMANN,
President,Illinois State Association of Accident and Health Underwriters.

MILWAUKEE, Wis., February10,1956.
Senator HARRY F. BYRD,
Chairman,Senate Finance Committee,
Senate Office Building,
Washington, D. C.:
Before taking action on H. R. 7225, please consider that the disability industry
itself has a great fund of knowledge and experience relative to permanent and
total disability, notwithstanding no company has yet been able to successfully
underwrite the moral hazard during periods of depression as exemplified by the
black thirties. Malingering made normal underwriting well nigh impossible.
This prevalent perversion of disability insurance benefits during this period
caused great losses and in many cases actual bankruptcy to many of our insurance
companies. Let us not forget the lesson we have learned. This information
can be readily obtained from any insurance company that has been engaged in
selling accident and sickness insurance during this period. These records will
furnish you with irrefutable evidence that government can hamstring itself
financially by adopting that portion of H. H. 7225 that has to do with permanent
and total disability benefits being incorporated within the framework of our
social-security program.

TOM CALLAHAN,

President,Accident and Health Underwritersof Milwaukee.

CASUALTY CO.,
Peoria 2, Ill., February 15, 1956.

ILLINOIS MUTUAL

Re H. H. 7225.
Hon. HARRY F.

BYRD,

Chairman of the Senate Finance Committee,
Senate Office Building, Washington, D. C.
DEAR SENATOR BYRD: I want to tell you how much I admire the manner in
which the hearings on the above bill are being conducted by you and your
committee.
Also I should like to express the opinion that the social-security system should
not be expanded as regards so-called coverage until a full research study can be
made of the effects of the Social Security Act on our economy. Further, it is
hard to understand how any voluntary inclusion or exclusion of various professional or other employment groups can be considered in view of the fact that by
offering a choice the Congress is in effect offering such a group the opportunity of
being taxed or not being taxed. Many people would like to voluntarily be excluded from other taxing systems in this country. It is difficult to conceive
how any group should have the right to forego paying taxes whereas other employment groups have no such right to get out from under the same taxing
system. If professional groups should have this right to be excluded from the
social-security system, then I, and other people like me, should also have a similar right to be excluded.
The continuing increase in social-security taxes is becoming more and more
of a burden to everyone. Since the benefits as well as the size of the tax are
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subject to the decision of future Congresses, I would prefer to purchase annuity
contracts from private insurance companies in order to provide my own old-age
security. For those improvident or unfortunate persons who are not in a
position at advanced age to provide for themselves there should be some minimum
social-security pension. This should be only for those who require it and should
be the same amount for each. This latter, of course, is a legitimate burden on
the more fortunate and the more provident individuals.
Sincerely yours,
FRANK F. DODGE.
CHICAGO ACCIDENT AND HEALTH ASSOCIATION,
Chicago, Ill., February 3, 1956.
Re H. R. 7225 1955 social security amendments.
Hon. HARRY F. BYRD,
Chairman of the Senate Finance Committee,
Senate Office Building, Washington 25, D. C.
DEAR SENATOR BYRD: On behalf of the Chicago Accident and Health Underwriters Association, I should like to express our opposition to the passage of
H. R. 7225. While we are not necessarily opposed to the Social Security Act in
principle, we do believe that before broadening or extending this act further,
that there are several very important points to be considered.
We feel that any change of the act should be subject to close scrutiny by a
commission well qualified to understand the problems involved both from a
financial and a social point of view. This commission could be made up of
either Government officials or men from private industry or both.
It seems quite obvious from the tenor of this bill that the cost would be almost
prohibitive. We in the accident and sickness industry do not understand nor
can we believe that the Federal Government can underwrite total and permanent disability on a sounder basis than private industry. As you are well aware
the accident and sickness business has built experience over a period of many
years and based on this experience even today are proceeding with this type of
coverage very cautiously.
We also feel that insurance of this type covering the disabled worker is a
problem of the individual States and that it can be best solved by a joint program
of State and Federal rehabilitation.
Before proceeding on the passage of this bill, we therefore ask the serious
consideration of the committee in looking at the problem from all sides. Private
industry has done and is doing a remarkably effective job of providing disability
income for the public and I am sure can continue to do so under the right governmental atmosphere.
Very truly yours,
ROBERT L. SEHyR,
President.

LONG ISAND CITY, N. Y., February 16, 1956.
Hon. HARRY F. BYRD,
Chairman, Senate Finance Committee,
United States Senate, Washington, D. C.
MY DEAR SENATOR: On July 8, 1955, I brought to your attention a news story
stating that the Senate intended to kill the House bill for broadening social
security and appealed to you to give this matter earnest and prayerful thoughtparticularly the provision lowering the eligibility age for women to 62, which
God knows is late enough-later than in any other civilized country.
In the February 15, 1956, issue of the New York Journal of Commerce I note
that the well-organized insurance lobby has gone into action against this bill.
That such a biased, cynical, self-seeking group should be permitted to voice an
opinion on social security seems to me as improper as for a court to permit a jury
to be picked from a panel composed solely of the prisoner's confederates, friends,
and family.
The arguments advanced are neither true nor convincing. Mr. O'Connor of the
Insurance Economics Society states there is a rapidly growing trend toward
extending rather than reducing "retirement" ages for men and women. What
does he mean by "retirement." "Retirement" and "pension eligibility" are very
different things. Mr. McDonald of Metropolitan Life carries on this noble
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theme, stating "many firms in recent years have increased the retirement age for
their women employees from 60 to 65 and that this action has been taken with
the backing of the women workers." I ask two questions on this:
(1) The age of the women asked (or were they just informed) ?
(2) Were they eligible for pensions on retirement?
It is one thing to be told you will not be forcibly dismissed at 60 and quite another to be told that your pension is going to be withheld for another 5 years.
I do not believe any woman would deliberately vote to have her pension so delayed
except under coercion-economic or actual. In any case Mr. McDonald can
ease his distress of mind by contemplating the fact that such hardy souls need
not be compelled to retire at 60 or 70 or 90 or even on the very threshold of the
grave.
If you want facts-ask the ordinary working woman nearing 60 whether she
looks forward to another 5 years of the rat race-don't ask overpaid insurance
executives with nice fat investment portfolios and generous retirement pensions
ahead of them (plus the social security they will undoubtedly consider it their
duty to collect in due course). Ask the women who have toiled through the
long years-seeing their homes only at weekends-not because they want to
but because economic necessity has driven them*to it-and kept them there.
It seems to me that the arguments advanced are based on a false assumption,
namely, that all our working men and women are in permanent and continuous
employment for one corporation, terminating only when this retirement age
comes. What of the unfortunates who, through no fault of their own, find
themselves unemployed when their first years of youth are passed. Everyone
knows the almost unsurmountable difficulty facing any middle-aged man or
woman (40 for a man and 35 for a woman) seeking a new job-no matter what
their qualifications or experience and the impossibility of either securing a
decent job after age 50. Nobody knows this better than these very insurance
companies for they are primarily if not entirely responsible for these conditions
through the working of the corporation pension plans which, because of increased
rates for older workers, have automatically barred their employment even if
they offer to waive such pension rights. These older workers only become
"valuable productive workers" it seems (vide Mr. Cruess of Mutual Life) when
a question of benefits arises!
There is also the established fact that the larger proportion of older workers
have not been able to make adequate provision for their future security and
their resources are limited to their earning capacity. What is to become of
them? If they go on relief it will cost the country a great deal more both in
money and moral effect than letting them have their earned social security (and
their self-respect with it) a bit earlier-for with that small backlog they can
at least manage to scratch a living !
The cynical contention of Mr. Cruess of Mutual Life that the hardship of
working until age 65 is no more for a man than a woman is beyond contempt
and flies in the fact of all medical evidence. In any case as a "man" he is in
no position to make such a statement! He also blandly states that the typical
resources of elderly widows are considerable particularly from life insurance
* * * Whose widows-of prosperous insurance company executives? Certainly
not the widow of the average worker!
This letter will strike you as bitter and dogmatic but I am, at least, speaking
from actual experience. These things have happened to my husband and to me.
I am not theorizing and so feel I have a right to speak up. One gets very
weary of hearing about "all time high of prosperity" and "highest standard of
living in the world" and then hearing the same voices denying American women
a few years of well-deserved relaxation.
Very truly yours,
FREDA TAYLOR BAUMANN (Mrs. C. G.).
P. S.-Reverting to Mr. McDonald of Metropolitan-as one of his policyholders
I suggest he would be better employed revising his antiquated actuarial tables
to bring them in line with the present-day greater longevity which Mr. Cruess
of Mutual (pure minded soul) so deplores-and in so doing bring down his
policy premiums to a more realistic level.
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STATEMENT OF CARL C. BARE, CHAIRMAN NATIONAL LEGISLATIVE COMMITTEE,
FRATERNAL ORDER OF POLICE, AND CHAIRMAN NATIONAL CONFERENCE ON PUBwIC
EMPLOYEE RETIREMENT SYSTEMS ON SOCIAL SECURITY LEGISLATION

Mr. Chairman, I am Carl C. Bare, deputy inspector of police in the city of
Cleveland, Ohio. I am chairman of the National Conference on Public Employee
Retirement Systems, representing approximately 1,500,000 public employees
throughout the United States, and chairman of the National Legislative Committee of the Fraternal Order of Police. This is a national organization representing more than 40,000 active policemen in the United States. We also represent an undetermined number of retired policemen and dependents of retired
and active policemen.
The Fraternal Order of Police has consistently opposed the inclusion of
policemen in social security since the inception of the social-security program.
We have taken this position because we know that social security is not a
program designed to fulfill the retirement needs of a police department.
The problems of police retirement systems are vastly different from those of
most other retirement systems. Policing is a young man's occupation. Members of our police departments must be men who are physically able to cope
with any situation which might arise. If we required our members to work
until they 'had reached age 65, when they would be eligible for social-security
benefits, we would soon find our departments largely composed of men who had
passed their physical peak and were no longer able to cope with all the situations
which confront a policeman. Statistics show that most offenses are committed
by young persons and policemen of advanced years would certainly be no physical match for these offenders. The efficiency of our departments would be
greatly reduced and law enforcement would suffer. This would certain not be
to the best interest of our citizens.
Most policemen are members of a local retirement system, which is designed
to take care of the retirement needs of that particular community. These
systems are administered by boards composed of representatives of the public
at large, of the city administration, and of the police department, who usually
serve without compensation.
They have firsthand knowledge of the retirement needs of their particular
police department and can act accordingly. This would not be true if the policemen were members of a broad retirement system, such as social security, controlled in the Nation's Capital.
One of the most important results obtained by maintaining sound local retirement systems is the effect it has on recruiting able personnel into our departments. Dependable young men who are looking forward to future security
seek this type of position. This type of individual usually has the sound judgment needed to be a successful police officer.
These local retirement systems have proved to be a very important factor in
maintaining continuity of service, which is so important in maintaining an
efficient police department. The retirement benefits the men build up is merely
delayed pay for services they have rendered and the only way they can collect
this delayed pay is to continue in the police department and receive it in the
form of retirement income after they have completed the necessary years of
service. This has been an important factor in preventing large numbers of our
policemen from leaving the departments for better paying positions elsewhere.
This is especially true in periods when jobs are plentiful and wages are high.
Experience is one of the most valuable assets of a police officer and certainly
we cannot afford to lose a man after he has gained the necessary experience
to properly and efficiently perform his duties. It costs a great deal of money
to train a new policeman and the local police department can ill afford to spend
this money for training, only to lose a man when he has reached the peak of
his ability. Under social security the retirement credits are transferrable from
one job to another and there would be no inducement for these men to continue
in their police departments.
It is our sincere opinion that no change should be made in the social-security
laws which would extend coverage to members of police departments. The
experience of our local retirement Systems over a long period of time certainly
justifies this conclusion. The National Conference on Public Employee Retirement Systems supports the views of the Fraternal Order of Police in this matter.
We therefore respectfully urge you to give our opinions favorable consideration.
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BANGOR, MAINE, February $3, 1956.
G. PAYNE,
Hon. FREDERICK
United States Senate,
Senate Office Building, Washington,D. C.
DEAR FRED: I am calling to your attention social-security bill, H. R. 7225,
now before the Senate Finance Committee and my personal feeling thereon
which parallels the thinking of the members of the Eastern Maine Life Underwriters Association and in the main also conforms to the position of the National
Association of Life Underwriters in regard to the so-called liberalization of the
Social Security Act proposed by H. R. 7225. Also I may add that I find that my
thinking agrees with every man of consequence in this part of Maine with whom
I have discussed the matter.
I am not opposed to H. R. 7225 in toto; but I must confess I have contempt
for persons who become so concerned for the "people" only on election years
and I do not overlook the fact that this is the fourth time in as many election
years that a bill would "liberalize" social security.
I definitely feel that old-age security insurance should be extended to selfemployed professional groups and all gainfully employed persons who, desiring
such coverage, are willing to contribute to the support of the OASI program.
There should be no favored or forgotten groups in this matter, as is presently
the case.
But when it comes to reducing the age from 65 to 62 for female beneficiaries,
we then overlook some of the facts of life. Such a move, except possibly in
the case of wives and widows of retired and deceased male workers, is at complete variance with the increasing longevity and progress in improving the health
-of both male and female workers and, thus, their useful working lives. In my
opinion this proposal re female workers is the opening wedge toward reduction
in retirement age of all workers, an artful peg on which to hang an appeal for
votes, but extremely ill conceived in relation to our national economy.
As regards reduction to age 62 for wives of retired workers, the chief actuary
,of the Social Security Administration reports that 98 percent of male workers
continue working beyond their age 65 for reasons other than the fact that their
wives are not eligible for benefits.
It is absurd to say that reduction to age 62 for widows will solve the problem of
employment opportunity for elderly widows. Obviously the problem of a widow
finding profitable employment becomes acute at any age beyond 40 unless that
widow had specialized training in youth.
As regards cash benefits to totally disabled workers beginning at age 50 and
to disabled children past age 18 and the mothers of such children, my own experience in the field of disability insurance definitely prompts me to feel that
money spent to rehabilitate disabled persons is more realistic than a cash benefit
program. It is amazing how cash benefits to a disabled person can destroy that
person's incentive to recover. In contrast to that deplorable condition I call
your attention to the fact that of 600,000 disabled war veterans who received
vocational rehabilitation training, 95 percent are employed and their earnings
are $400 per year above the national average income.
Pursuant to the presently proposed liberalization the next probable steps
would be proposals to-provide benefits for dependents of totally disabled workers,
elimination of minimum eligibility age for such workers and addition of a program of benefits to temporarily disabled workers.
I am shocked when I study the factors of cost to the taxpayers that H. R.
7225 will produce as estimated by the Department of Health, Education, and
Welfare. I commend to your thoughtful study that Department's estimates.
Therefore, I am opposed to the proposed increase in OASI tax rates unless
and only unless the proposals for cash disability benefits and lowering the
eligibility age for women are enacted into law, thus increasing the cost of the
OASI program.
With personal regards, I am
Sincerely,
PHL R. HUSSEY.

(Whereupon, at 12: 30 o'clock, the hearing adjourned to reconvene
at 10: 15 a. m., Wednesday, February 15, 1956.)

--, .-
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SOCIAL SECURITY AMENDMENTS OF 1955
WEDNESDAY, FEBRUARY 15, 1956
UNITED STATES SENATE,

Comonittee on Finance,
Washington, D. C.
The committee met, pursuant to recess, at 10: 15 a. m., in Room
312, Senate Office Building, Senator Harry Flood Byrd (chairman)
presiding.
Present: Senators Byrd (chairman), George, Barkley, Williams,
and Carlson.
Also present: Elizabeth B. Springer, chief clerk.
The CHAIRMAN. The meeting will come to order. Several Senators
will be in shortly.
I submit for the record a report from the Tennessee Valley Authority expressing approval of sections 104 and 201 of the bill.
TENNESSEE VALLEY AUTHORITY,
Knoxville, Tenn., February 16, 1956.

Hon. HARRY F. BYRD,
Chairman, Committee on Finance,
Senate Office Building, Washington 25, D. C.
DEAR SENATOR BYRD: This is in response to your letter of February 6 ,1956,
In which you requested a report on H. R. 7225, embodying the social-security
amendments of 1955.
Sections 104 and 201 of the bill are of great interest to TVA, since they provide
for extension of old-age and survivors insurance coverage to TVA employees
who are members of its retirement system. We favor this proposed extension of
coverage.
The TVA retirement system was established in 1939. Its benefits are generally
comparable to those provided under the civil-service retirement system, although
the features of the plan are different and the TVA system is set up on a funded
basis. It was devised to meet the particular needs of TVA. One of the characteristics of TVA employment is that employees are likely to interchange with
private employment to a greater extent than do employees of the regular Government departments. This, we believe, makes particularly appropriate and
desirable extension of OASI coverage to members of the TVA retirement
system. In the absence of such coverage, employees coming to TVA from private
employment must sacrifice in whole or in part credits which they have already
earned under the OASI system. Extension of OASI coverage to TVA employees
belonging to its retirement system was specifically recommended by the Kaplan
committee.
We propose, if OASI coverage is extended to members of the TVA retiremnt
system, to put into effect a plan for modifying the benefit and contribution provisions of the system. Specifically, we would reduce the TVA contribution to
that system by 2 percent on the first $4,200 of annual salary of employees under
the system. Accordingly, there would be no increase in total cost to TVA as
a result of inclusion within OASI coverage so long as the employer contributions
to OASI remain at the present 2-prcent figure. Payments to the TVA retirement system required of employees would also be reduced 2 percent on their first
$4,200 of annual compensation. The cost to TVA and its employees would,
of course, increase in the future, as it will for employers and employees generally, to the extent that the OASI tax rate increases.
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Under the plan we would propose to adopt; TVA employees covered by both
systems would be entitled at age 65 to a pension paid for by TVA's contributions.
This pension would involve payments equal to 1 percent of their average salary
for the 5-year period of highest earnings multiplied by the number of years of
creditable TVA service, less an amount equal to one-half percent of the first
$4,200 of annual compensation for years of service occurring after the date OASI
coverage becomes effective. In addition, each member would receive an annuity
amounting to exactly what his own contributions could buy on the basis of
established annuity and mortality tables. The benefits which have accrued to
members prior to the effective date of OASI coverage would, of course, not be
affected. This feature of the plan would allow somewhat larger benefits per
yaer of service to present older employees already near age 65 because OASI
benefits, unlike the benefits of the TVA system, are not in proportion to length
of service. This is particularly desirable from TVA's point of view because the
agency is relatively new; none of our employees have had more than 22 years
of TVA service, and most of them have had considerably less. Therefore, the
TVA retirement system benefits are not now by themselves adequate for retirement in many cases. The advantage of combined benefits under the proposed
plan diminishes gradually with the age of the individual at the time of coverage.
The major advantages for the younger employees would be the provision for
dependents through OASI survivors' benefits, and the continuity of protection
for employees who come from private industry or leave for private employment.
Apart from the question of coverage for TVA employees who are members of
its retirement system, there is one technical problem of general application in
connection with the proposed legislation which we should like to mention. The
present social-security law fixes the starting date as January 1, 1951, and provides for a dropout period of either 4 or 5 years, depending on whether employees
have 20 quarters of coverage. Older employees now covered for the first time
will be seriously disadvantaged unless a new starting date is provided or the
dropout period lengthened, since their periods of uncovered employment subsequent to January 1, 1951, will exceed those presently provided for dropout
periods.
If your committee would like to have a fuller expression of TVA's views on
this bill, we would be glad to have our Director of Personnel appear before your
committee in order to present our views in greater dettail and to respond to
questions the committee may have with respect to OASI coverage for affected
TVA employees.
In view of your request that a report be submitted to you at the earliest date
possible, this letter has not been submitted to the Bureau of the Budget.
Sincerely yours,
HERBERT D. VoGEL,
Chairman of the Board.

The CHAIRINAN. The first witness is Mr. Nelson Cruikshank of

AFL-CIO. We are very much pleased, sir, to have you before the
committee again.
You may proceed.
STATEMENT OF NELSON H. CRUIKSHANK, DIRECTOR, DEPARTMENT OF SOCIAL SECURITY, AMERICAN FEDERATION OF LABOR
AND CONGRESS OF INDUSTRIAL ORGANIZATIONS, ACCOMPANIED
BY ANDREW 3. BIEMILLER, MRS. KATHERINE ELLICKSON, AND
JOHN W. GREENE
Mr. CRUTIKSHANK. Mr. Chairman and members of the committee,

my name is Nelson H. Cruikshank, and I am director of the department of social security of the American Federation of Labor and
Congress of Industrial Organizations.
I am accompanied this morning by Mrs. Katherine Ellickson of my
department, assistant director; Mr. Andrew Biemiller,, who is a
member of our legislative department; and Mr. Greene, who comes up
here from the Tennessee Valley. He is a member of the executive
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board of the Tennessee Valley Trades and Labor Council and represents that organization and the labor unions of that area affiliated
with the council.
It is a privilege to appear before your committee today as spokesman for the 16 million members of unions affiliated with'our merged
labor federation.
Virtually all of our members are, covered by the old-age and survivors insurance program or the comparable Government programs
for railroad workers and career civil-service employees. We can
assure you that our members wholeheartedly support the basic principles which Congress has written into the national social-insurance
programs.
You will recall that in 1953, when the United States Chamber of
Commerce was asking for sweeping revisions that were contrary to
the accepted principles of the social-security system, the labor movement, together with other liberal groups, rallied energetically and successfully to its defense.
We mention this because some of the witnesses who are opposing
further improvements in social security appear to be actually in doubt
about the entire program. When they ask for further study, they are
carrying on the battle which they lost in 1954.
Thus President Riter of the National Association of Manufacturers
has said that the old-age and survivors insurance system "is still an
unproven social experiment." That was a statement of February 16,
1955, filed with the Joint Committee on the Economic Report.
The resolution on social security adopted by the House of Delegates
of the American Medical Association on December 1, 1955, says that
"there has never been an adequate objective, unbiased study" of oldage and survivors insurance, ignoring a long record of such studies.
The AMA resolution also declares "liberalizing amendments to the
Social Security Act have been so frequently enacted in election years as
to justify the inference that political expediency rather than sound
public policy was their motivation."
In this case, as in other statements, the AMA resolution reflects a
lack of trust in the people of the United States and their elected representatives. The most charitable evalution of such a statement is that
it reflects ignorance of the years of painstaking study by Congress and
the committees of both the House and Senate.
If we wished to cause delay, we likewise could raise many questions
and suggest many additional remedies. But we are interested in
action now by this Congress on at least the minimum program for
improvement embodied in the bill now before this committee, namely,
H. R. 722 5. Just last week at the first midwinter meeting of the
executive council of the merged federation the council unanimously
approved the recommendation of its social-security committee to
support the enactment of this measure as an immediate legislative
objective.
More far-reaching objectives were unanimously adopted in a resolution by the recent AFL-CIO convention in December supportingcomprehensive expansion and improvement of the existing system of old-age and
survivors' insurance to provide adequate benefits as a matter of right to the aged,
the permanently and totally disabled, and those suffering from temporary illness
or accident.
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Favorable mention was made of the Lehman-Dingell bill, which
both the AFL and CIO supported in 1954. Specific proposals not
covered by I. R. 7225 for improving social security were endorsed
by the convention, but rather than reading the resolution in full we

are appending it and asking that it be included as part of our state-

ment.
I have that resolution here, Mr. Chairman, and I would like to give
it to the reporter, with your permission, for inclusion in the record.
The CHAIRMAN. That may be included in the record.
(The resolution referred to is as follows:)
RESOLUTION ADOPTED BY FIRST CONSTITUTIONAL CONVENTION, AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS, NEW YORK CITY,
DECEMBER 7, 1955
OLD-AGE AND SURVIVORS INSURANCE, DISABILITY INSURANCE, AND PUBLIC ASSISTANCE

During the 20 years it has been in existence, the national system of old-age
and survivors insurance has fully proved its worth. Most Americans are now

contributing regularly to the trust fund, and over 7 million persons are receiving
benefits.

Our members are well aware, however, of serious limitations that remain in
the OASI legislation. In spite of amendments which organized labor helped to
secure in recent years, benefits are still too low, no insurance payments are
made for permanent and total disability or temporary disability, and many
workers do not receive any protection.

The Lehman-Dingell bill, which both the AFL and the CIO supported in 1954,

would have substantially remedied these shortcomings.

The House this year passed a bill (H. R. 7225) which was supported by
organized labor and which embodies important though restricted forward steps.
It would initiate the payment of benefits to the permanent and totally disabled
at age 50, with the same eligibility requirements now provided for freezing
the pension rights of such disabled persons. For women, the bill would lower
the qualifying age for OASI benefits to 62 years in recognition of the fact that
many wives are younger than their husbands and that older women have even
greater difficulty than men in obtaining steady employment.

The House bill would likewise extend coverage to additional groups, including
employees of the TVA and many self-employed professionals. It would continue
benefits for disabled dependent children of beneficiaries after age 18.
To finance these improvements, a one-half-percent contribution by employers
and employees would be added to the schedule previously enacted. An advisory
council on social-security financing would be established to review the status

of the trust fund in relation to the long-term commitments of the program. These
provisions are consistent with the historic position of American labor in support
of a social-security system soundly financed on a long-term basis.

This House bill is now awaiting action by the Senate Finance Committee.

Unfortunately, powerful groups, including the United States Chamber of Commerce and the American Medical Association, are planning a strenuous fight

against these long-overdue changes, especially the provision for disability
benefits.

While labor has emphasized the development of rounded social-insurance pro-

grams under which benefits are paid without a needs test, our unions have also

favored improvements in the public-assistance provisions of the Social Security
Act designed to provide decent incomes for those not adequately reached through
social insurance. In many States payments to the aged, dependent children,
and other groups are pitifully small, and the terms for qualifying are too harsh.
Proposals such as those of the United States Chamber of Commerce for eliminating Federal grants for public assistance overlook the common national interest

in the health and welfare of old people. Some attention to the public-assistance
programs must be given by Congress this year because of the coming expiration
of a special $5 a month Federal grant: Now, therefore, be it
Resolved, This convention supports comprehensive expansion and improve-

ment of the existing system of old-age and survivors insurance to provide adequate benefits as a matter of right to the aged, the permanently and totally disabled, and those suffering from temporary illness or accident.
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The provisions for improving benefits should include the following:
1. An increase in the wage base to keep pace with rising wage levels;
2. An annual increment of one-half of 1 percent of the primary benefit for
each year of contributions;
3. A 2-percent increase in the primary benefit for each year of continued
employment beyond age 65;
4. The inclusion of tips as wages.
The success of the OASI program and of other social-insurance systems which
provide disability benefits has amply demonstrated the practicality and value
of such measures. We likewise favor use of OASI funds to aid in vocational
rehabilitation of disabled persons so that they may become self-supporting.
We favor continuation of Federal grants for the public-assistance programs,
more adequate assistance payments to individuals on a basis consistent with
human dignity and self-respect, and removal of harsh requirements with regard
to eligibility and residence.
We shall continue our efforts to achieve adequate social security both through
collective bargaining and through Federal and State legislation.

Mr. CRUIKSHANK. To further facilitate early action by your committee, we shall deal today primarily with the provisions of H. R.
7225.
The most important feature of this bill is the provision of benefits
for the permanently and totally disabled at ag3 50. This provision
would add additional insurance protection for all those now covered
by the program. None of us knows when crippling accident or diseases may strike, and all would benefit by the provision of cash benefits in case we should be the ones to suffer.
Because of its importance, we offer a more complete discussion of
disability insurance later in this statement. We shall dispose first
of the other sections of the bill for which we also strongly urge your
support.
REDUCTION IN AGE OF RETIREMENT FOR WOMEN

The AFL and CIO have in the past appeared before congressional
committees favoring reduction in the minimum retirement age for
women from 65 to 60. The executive council last week voted to reaffirm this position, rejecting, on the recommendation of the socialsecurity committee, a number of resolutions calling for the lowering
of the age of retirement for all covered workers.
The Advisory Council on Social Security to the Senate Committee
on Finance, created by the 80th Congress, unanimously recommended
that "the minimum age at which women may qualify for old-age
benefits (primary, wife's, widow's, parent's) should be reduced to 60
years." That appeared on page 43 of the Advisory Council's Report
on Old-Age and Survivors Insurance.
If the retirement age for women is lowered to 62, monthly benfits
would go to about 800,000 additional women in the first year.. They
would consist of about 300,000 women workers, 300,000 wives of retired workers, and 200,000 widows and 3,000 dependent mothers of
deceased workers. If the age were lowered to 60, a substantially larger
number in each category would be eligible if they wished.
The most compelling reason for reducing the retirement age for
women is that wives in many cases are younger than their husbands.
If the husband has to cease work at 65, he may be entitled to only $50,
$60, or $70 a month. Many aged couples are striving to make ends
meet on such miserable amounts. Some have to turn to public assistance for extra aid.
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Under the amendments enacted in 1954, average benefits have risen.
But no one-except at the minimum-gets more than 55 percent of
his average monthly wage, which may already have been reduced
below full-time monthly earnings by periods of unemployment or illness. A person with the highest possible earnings credit of $350 a
month would receive at most $108.50 or not more than 30 percent of
his full-time earnings. To retire means a substantial sacrifice of living levels unless additional sources of income are available, as is the
exception rather than the rule.
If the wife is likewise entitled to a benefit, 50 percent is added to
the couple's income from OASI. The combined benefits provide something more closely approximating a decent level of living. Medical
expenses alone may become a heavy burden, and aged people usually
have little or no insurance protection to meet such costs.
If the age of retirement is lowered for aged wives and widows, a
similar privilege should logically be granted to women who have been
supporting themselves and thus paying their own contributions
toward retiremnet. Under this bill, such women would not be forced
to retire at age 62-they would be permitted to draw benefits if they
wished.
The AFL-CIO is on record for removing discrimination against
women and giving them equal opportunity in employment and advancement. We do not believe that the privilege of earlier retirement is discriminatory. In some ways, the lower age of possible
retirement should open up new opportunities for older women who
are seeking jobs since their prospective employers would know that
they could retire at 62 if they suffered from ill health as they approached age 65.
EXTENDED BENEFITS FOR DISABLED CHILDREN

The bill would provide for continuing the payment of benefits after
age 18 to a child who becomes permanently and totally disabled before
that age. The mother would also be eligible for benefits. This provision would mean much to the families thus aided, but its overall
cost is very slight. We urge your support for this improvement,
including the House safeguard that disabled children be referred
promptly for rehabilitation and that benefits be suspended for refusal,
without good cause, to accept rehabilitation services.
EXTENDED COVERAGE

We support broad coverage so that as many people as possible may
benefit from this Government program or a comparable one. We are
gratified that the lawyers have now indicated that they wish to be
included.
We have been trying to tell the doctors, Mr. Chairman and members
of the committee, that it would be to their advantage to be included.
But while we find it usually of advantage to take the doctors' advice,
the doctors do not seen to want to take our advice. However, maybe
they will take the advice of members of another profession who have
now made quite a study of this.
Senator BARKLEY. You do not take the doctors" advice on legislation.?
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Mr. CRUIKSHANK. No, sir; we do not. We hope they will take the
advice of the lawyers in this case.
We urge especially that you extend coverage to the 13,000 workers
of the Tennessee Valley Authority who have indicated their desire for
this protection. It is also desirable to include workers engaged in
the production of turpentine and gum naval stores.
As I indicated, Mr. Chairman and committee members, I am accompanied by Mr. Greene, who is a member of the executive board of
the Tennssee Valley Trades and Labor Council. He has a statement to introduce in the record in support of coverage of TVA
employees.
We recommend that you extend social-security coverage to those
intermittent building trades workers who are hired from time to time
by the Architect of the Capitol. These are employees who are normally in covered employment.
We hope you will resist the argument that many agricultural
workers now protected should be excluded through requiring an additional specification as to length of employment or weekly payment.
You will recall that President Eisenhower, on the recommendation
of an advisory group, recommended a more liberal provision in regard
to farm labor than was adopted by Congress in 1954.
Migratory workers badly need social insurance in view of their
low incomes and other disadvantages. The Nation should help improve their lot, making it possible for them better to provide for the
health and education of their children and so that jobs of this type
will attract sufficient workers.
DISABILITY INSURANCE

Our support of the disability insurance provisions of H. R. 7225 as
an immediate objective arises from our belief that such a program is
urgently needed and that this bill contains necessary elements of a
successful insurance program.
The definition of disability is the same as for the existing freeze of
pensions rights, namely:
Inability to engage in any substantial gainful activity by reason of any medi-

cally determinable physical or mental impairment which can be expected to
result in death or to be of long-continued and indefinite duration.

Emphasis is placed on rehabilitation so that the person may be
restored to productive work and no longer require benefits. But
where rehabilitation is not possible, and for the first year during which
a new earning capacity is being tested, the individual receives the
benefits each month as a matter of right, with no means test.
To be eligible for benefits, a worker would have to have had 5 years
of coverage in the last 10 years and be in fully and currently insured
status under the Social Security Act. The disability would have to
be in existence for at least 6 months before monthly benefits would
be payable. The worker would also have to have reached the age
of 50. This limitation is more severe than need be, in our opinion,
since we believe a younger person who has had the necessary continuity of employment and substantial attachment to the labor force and
who is disabled is equally entitled to protection.
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Nevertheless, the essential parts of a sound program are included
and the Nation would benefit greatly through early enactment of
the bill.
In view of the limitations, only a portion of the permanently and
totally disabled persons in the Nation would be entitled to benefits.
On an average day, an estimated 2.2 million persons age 14 to 64 are
prevented from seeking work as a result of disability that has lasted
over 6 months. Under the House bill, perhaps 250,000 individuals
would receive disability benefits in the first full year of operation.
The figure would rise thereafter, perhaps to 1 million disabled beneficiaries after 25 years. Certainly this is not such a broad program
as to warrant feart about dangerous abuse or ill effects on the trust
fund.
In the first full year of operation, the total cost may be about
$200 million or only one-tenth of 1 percent of taxable payrolls.
Averaged over a long period, the cost might be 3 or 4 times as
much, but not equal to one-half of 1 percent. These are the official intermediate cost estimates, which may again prove to be too
high. This minor cost would probably not by itself require any
immediate change in financing provisions since this fractional percentage increase might well be absorbed as a result of rising total
payrolls.
However, we fully support the increased contribution rate provided for in the bill to meet the improvements in the program.
The necessary increases should take effect at the time the additional
protection is provided.
While the number of persons who become totally and permanently disabled is fortunately only a small fraction of the total,
none of us knows when this catastrophe may affect any one of us.
Without such insurance benefits, persons who are disabled suffer
a threefold loss which may wll prove overwhelming: They can no
longer earn, they have heavy expenses for medical and nursing care,
and the future seems without hope, since savings will soon dwindle
away.
Wives, children, and other dependents share in the suffering.
Poverty and dependency now afflict millions because long-term disability was left out of the national insurance program.
The well-known connection between disability and low incomes
was emphasized by the Joint Committee on the Economic Report
in its Program for the Low-Income Population at Substandard
Levels of Living, published this year. The committee agreed thatmthe Federal Government possesses direct responsibility for expanding social
insurance and other programs to provide protection against the contingencies of temporary disability and permanent total disability.

The committee joined in recommending that Congress consider
legislation for permanent and total disability insurance. Senator Flanders, in a footnote, urged "great caution," which we believe this bill reflects.
How ironic it is merely to freeze future benefit rights for a
man disabled long before age 65. His disability has already been
,duly certified and accepted, yet he cannot receive any monthly income for many years. If cash benefits were made available at once,
he would be more likely to respond to opportunities for rehabilitation and thus again become a productive member of the community.
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Public assistance sets a limit to family suffering from economic
needs, but is not a substitute for social insurance. For disability,
as for retirement, a national-insurance program is required, available to all who are regularly in gainful employment so that benefits may be obtained as a matter of right without a test of need
and without regard to residence.
The experiment with substituting public assistance for the permanently and totally disabled, which the Senate accepted in 1950,
has not met the problem. Hundreds of thousands of persons have
been aided, but far greater numbers have been left the flounder
helplessly.
Seven States and Alaska are still not operating a program of assistance to the permanently and totally disabled. Nearly a fifth of the
Nation's population resides in these areas. Seven of the States which
have a program define disability very severely. Many States have
overstrict requirements as to need, so that savings must be virtually
exhausted before a person is eligible. Even a life-insurance policy
with a cash surrender value of $1,000 may have to be given up as a
condition for assistance. The payments are very low in many places,
not providing the medical care, food, and general environment that
would facilitate recovery. In November 1955 the average monthly
payment to the permanently and totally disabled was $55.59.
Millions of people in this country have no practical channel other
than social insurance through which they can hope to acquire protection as a matter of right in case of permanent and total dIsability.
Disability-income benefits can be purchased by an individual only
through whole-life, term, and endowment policies. Of the 30 largest
insurance companies, only 12 sell such protection to men and only
2 to women. No company pays disability-income benefits on disabilities that occur after age 60. Eight include only disabilities prior
to age 55. If anyone wants to buy such protection from a private
insurance company, he must undergo a rigorous physical examination
and may be denied approval. If accepted, the expense may be greater
than he wishes to undertake or than he finds he can continue to include in his budget.
These, of course, are restrictions, gentlemen, that are inherent in
policies individually sold, because in such individually sold policies,
Such restrictons on disthere is an inescapable adverse section.
ability insurance are not inherent in a comprehensive, compulsory,
social-insurance program.
Our unions have had some success in securing collective bargaining
agreements that provide benefits for permanent and total disability
after 10 or 15 years of service. But such protection is usually lost if
the worker is discharged or moves elsewhere, and millions of workers,
farmers, and small-business men will not possibly be covered by group
insurance.
Only Congress can provide the opportunity for most Americans to
purchase insurance protection for long-term disability.
By taking this action, a great social need which otherwise threatens
the present old-age and survivors insurance program will be met.
You have undoubtedly received letters urging that the retirement. age
for men be lowered to age 60, as we have received them. This is a
natural demand while there is no provision for the large numbers
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who cannot continue working after age 60 and find their savings
dwindling away while they wait to become 65.
Reduction of the retirement age for men to 60 would add a very
large cost since many persons would probably retire who would otherwise keep on working and paying into the system. We believe the
large sums involved can be used more usefully to provide disability
benefits for those unable to work and to improve benefits in ways suggested by our convention resolution.
What arguments are made against disability insurance to be weighed
against its constructive contribution to family security and individual
selfreliance
The American Medical Association and others raise various questions suggesting that the program could not be properly administered.
Yet experience over decades has yielded a tremendous volume of evidence that supports our position.
Abundant experience has now been obtained right within the opera
tions of the present old-age and survivors' insurance program itself.
Congress decided in 1954 that it would be possible to determine
whether people were permanently and totally disabled and, if so, to
freeze their pension rights during such disability. Arguments comparable to those now being used were advanced to oppose your decision.
The freeze, as it is so called, is nevertheless operating successfully,
vindicating the opinion of your committee and the Congress that the
administrative problems could be solved. Final action has been taken
in well over 100,000 cases, and more than 70,000 claims of disability
have been allowed. Thirty-eight percent have been denied. One hundred and forty-two thousand cases are being processed, with thousands being acted on finally each week. Under the definition you
adopted in 1954, the impairment must be "medically determinable."
If it isn't, the claim is denied. The thousands who clearly have such
an impairment are protected; those whose cases present too great difficulties in determination are excluded.
The Social Security Administration has already developed machinery and procedures for obtaining necessary medical information arid
for making administrative decisions on eligibility with the cooperation of State agencies. A representative medical advisory committee
has cooperated in the program and continues to function. We presume you already have its report of July 1955, embodying its recommendations.
An extensive State manual has been developed for the use of personnel engaged in disability freeze operations. The manual includes
medical guides and standards for evaluating disability which were
formulated with technical advice from the Medical Advisory Committee. Essential forms have been issued on which the individual's
own doctor furnishes necessary medical information.
We have talked with various persons who know of the operation of
the disability freeze. Our resultant impression is that the freeze
has proved practical and valuable. Evidently the doctors, with negligible exceptions, find they can furnish the necessary information and
are willing to to so. Some doctors at first erroneously thought they
would have to pass judgment on the person's inability to engage in
any substantial gainful activity, but this, of course, is handled by
agency personnel.
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We are reciting this information, gentlemen, because it boils down
to the fact that to a very large degree, the qustion that is before
you has been decided. The agency has established the fact that it
can determine disability and establish rights under the existing program using the same definition which is in this bill.
We have seen no complaints about the operation of the freeze. Certainly the Department of Health, Education, and Welfare would
ask for changes in the setup if they were dissatisfied with either the
definition 'Congress enacted in 1954 or with the administrative arrangements that could be made.
Here is a carefully developed system which could readily be adapted
to the change embodied in H. R. 7225 of paying benefits at once when
disability has been determined under the same definition now in use.
Thousands of plans involving payment of benefits for long-term
disability are in operation today. Hundreds are public programs for
employees of States, counties, cities, and school districts. The Federal Government itself has for years been paying such benefits, without substantial criticism, to its own employees, to members of the
Armed Forces and to veterans.
Under the various Government programs, about half a million
persons are today receiving cash benefits for long-term substantial
disabililty, reasonably comparable to the disability covered by the
freeze and H. R. 7225. This estimate is based on Government figures
showing the number on the rolls for such benefits in 1954. Persons receiving retirement pensions are not included.
And we list here these 8 or 9 categories which total to 465,000, which
adds up to the fact that persons who say that the Government cannot
administer a disability program, apparently shut their eyes to the fact
that it is administering a number of such programs.
(The list referred to is as follows:)
Veterans with 70 percent or more disability:
World War I ------------------------------------------------Korean conflict ----------------------------------------------World War II ----------------------------------------------Regular Establishment--------------------------------------Railroad retirement ----------------------------------------------Federal civil service--------------------------------------------Federal noncontributory ------------------------------------------State and local government retirement plans -------------------------Total ------------------------------------------------------

41,000.
18, 000
128, 000
10, 000
85, 000
57, 000
81,000
45, 000
465,000

Source: Social Security Bulletin, September 1955, p. 30, and Annual Report of the
Veterans' Administration, 1954.

Mr. CRUIKSHANK. Thousands of private systems also exist, some
run unilaterally by employers, some achieved through collective bargaining. For decades, doctors have cooperated in the administration
of Federal and State workmen's compensation laws, under which huge
numbers of permanent disability cases have been determined. The
public-assistance programs have already been mentioned.
Some of these programs could be improved, but so far as we know
there has been no serious contention in any important instance that
the entire form of protection should be abandoned because of difficulties in securing cooperation from doctors, in preventing abuse, or
in making determinations.
Our laor unions are in touch with these problems through both
the Government programs, which may affect their members, and
73192-56---pt. 2-6
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through negotiated plans. We have not heard complaints from corporations that these negotiated plans for the disabled are not working
satisfactorily. On the contrary, we understand from our affiliated
unions that in important instances the amount of payments has been
far lower than anticipated and there have been virtually no formal
,disputes about determinations in individual cases.
Now, gentlemen, I have received an advance statement that Mr.
Rleuther, president of the United Auto Workers, is planning to send
to you. In that statement he cites his experience and notes that
while they provide for arbitration if disputes cannot be settled, in
no cases, covering thousands of workers, have they had to go to the
.arbitration level. The doctors, the claimants, and their company have
,been able to settle these between themselves.
(The statement of Mr. Reuther was later submitted for the record by
the chairman and appears at p. 672.)
Mr. CRUIKSIIANK. Our unions have had years of experience with
the Railroad Retirement Act, under which payments for permanent
and total disability have been made for two decades. Some changes
and improvements have been made in the program during that time,
but the general direction has been towards covering a larger percent
of railroad employees.
In anticipation of these hearings, we made inquiries as to the
success of the Railroad Retirement Board in meeting relevant problems
,of administration of disability benefits. Mr. Horace Harper, a member of the Railroad Retirement Board, wrote us on December 16, 1955,
stating that there has been general satisfaction among representatives
of employers and employees with the Board's administration of the
system. Mr. Harper says, among other things, thatthe Board has a list of some 5,000 doctors located throughout the United States
upon whom it may call to conduct examinations for the Board upon a fee
'basis. The list was obtained through the cooperation of the American Medical
Association and the Industrial Medical Association, who regularly cooperate
,with the Board with respect to such matters.

In view of the successful record of cooperation by thousands of
,doctors with many types of disability programs, does the American
Medical Association really believe that cooperation with the Social
Security Administration for a general program of disability insurance
would be impossible? Or is it again opposing an essential social
measure because of unrealistic fears of Government controls that
might some day be enacted?
Now, when we are dealing with a problem of this kind, gentlemen,
,we like to talk with doctors who have had practical experience in
these areas. We checked our position with some of the medical men
'who are administering disability and health programs for unions.
I have replies from some of those, including Dr. Leo Price, who succeeded his father as medical director of a program that is over 35 years
,old, and which for 10 or more years has had a disability provision
in it, and from Dr. Brand of the Sidney Hillman Health Center in
New York, and Dr. Baehr of the Health Insurance Plan of New York.
These men have assured us that from a medical standpoint, this
'program is, in their opinion, operable, based on their experience in
operating such programs for large numbers of people.
I have their statements. They are too long to read, but if any of
the committee 'members would care to look into the opinions of these
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medical men who were selected because they are actually operating
programs, I would certainly be more than happy to make their statements available. And they would also be glad to appear, if you want
to question them.
The Social Security Administration, which would be responsible for
administering disability insurance, has not indicated any hestitation
about its ability to do so efficiently. Mr. Arthur Altmeyer, who had
been the head of the agency during the period when the social-security
programs were originally established, appeared before your committee in January 1950 in support of such a program. He did not fear
the proposals of your advisory council and the House bill for insurance
for the permanently and totally disabled but, on the contrary, he recommended less severe eligibility requirements and the payment of
benefits to dependents as well as to primary beneficiaries.
We understand that the Social Security Administration has made
detailed studies of administrative problems, with special reference to
the, experience and procedures of such agencies as the Railroad Retirement Board. Since Mr. Altmeyer testified in 1950, considerable additional experience has become available under the many Government
programs, the private programs, and the disability freeze itself. No
one in the Social Security Administration has indicated that the
agency has changed its position as to the feasibility of administering
permanent and total disability insurance.
The efficiency with which old-age and survivors insurance is administered has won wide recognition among public administrators'and
business groups. It would be extraordinary if the Social Security
Administration could not also run an additional program similar to
thousands that already are being operated satisfactorily elsewhere.
We do not mean there would be no problems-every social advance
involves overcoming difficulties in order to obtain benefits.
Such an outcry has been raised by the AMA and others about the
lack of adequate study of disability insurance, that a brief review of the
record may be helpful in assaying the merit of the allegation. Actually, this proposal has been studied more extensively and over a
longer period than most programs before their enactment.
Some preliminary studies were made back in the mid thirties when
the Social Security Act was being shaped and initiated. In 1938, the
Advisory Council on Social Security recommended permanent and total disability insurance, but was divided on its timing. In 1939, the
President transmitted to Congress a report of the Interdepartmental
Committee to Coordinate Health and Welfare Activities recommending permanent disability insurance benefits. A similar formal recommendation was made by the Social Security Board in 1941. The
Advisory Council on Social Security to this committee, established by
the 80th Congress, and composed of re representative citizens, made an
extended study of the matter. Its members voted 15 to 2 in favor, and
so reported to you. In May 1948, and again in 1949, the President
recommended the enactment of such a program to Congress. In
1949, the House Ways and Means Committee held hearings over a period of many weeks on this proposal and other phases of social security. The House then passed a bill embodying a disability insurance program not unlike that which it again adopted in 1955.
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Your committee held extended hearings on the House bill in 1950,
receiving much testimony and evidence on disability insurance and
other matters. In 1954, the disability freeze, which had been considered earlier, was enacted after hearings.
In view of this long record of study, how can it be seriously contended that your committee is not in a position to pass on the matter
at this session?
Another hollow argument is that the unfavorable experience of
private insurance companies early in the thirties shows that disability insurance is a dangerous proposition. This matter was considered at length by your advisory council in 1948, and I had the privilege of participating in its discussions at that time. The 2 minority
members failed to convince the other 15 that such earlier private experience was conclusive.
Under private insurance, the amount of benefits is not related to
earnings, and the companies did not attempt control of this angle.
Adverse selection of risks naturally tends to occur under self-selection.
The tremendous decline in incomes, widespread unemployment, and
general anxiety of the 1929 depression aggravated the situation.
Social insurance such as we propose avoids adverse selection and
keeps benefits to a given proportion of earnings. These and other
relevant matters were discussed in a Social Security Board report 17
years ago exploring the earlier experience which is still used to argue
against H. R. 7225. Comparisons between social insurance and commercial insurance are not always relevant because of the basic differences in the two types of programs.
These various arguments you are hearing against disability insurance have been thoroughly explored. Congress has itself repeatedly
concluded that it is feasible to make determinations of permanent and
total disability and that it is desirable to pay benefits to persons suffering from such disability. The disability freeze of 1954 has created
machinery and procedures which pave the way for extending this
additional type of protection to appropriate persons covered by oldage and survivors insurance.
We hope you will concur in the decision of the House to fill this gap
in the national social-security system.
FINANCIAL ASPECTS

The labor organizations have in the past repeatedly supported a
soundly financed social-insurance system. Thus in 1953 both the
American Federation of Labor and the Congress of Industrial Organizations vigorously opposed proposals for postponing the scheduled
increase in the contribution rate from 11/2 to 2 percent.
Last December the AFL-CIO in its convention resolution unanimously endorsed the financial provisions of H. R. 7225 in the following
words:
To finance these improvements, a one-half percent contribution by employers
and employees would be added to the schedule previously enacted. An advisory
council on social-security financing would be established to review the status of
the trust fund in relation to the long-term commitments of the program. These
provisions are consistent with the historic position of American labor in support
of a social-security system soundly financed on a long-term basis.
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The actuary of the Social Security Administration has told you that
the tax increase in the House bill is slightly more than sufficient to
meet the added protection, using an intermediate cost estimate. For
disability insurance alone, the slight additional cost would probably
not be so great as to require an immediate tax increase, as we indicated
earlier. The reduction in the retirement age for women is the larger
cost item, especially in the immediate future.
Our members, through their elected representatives, have indicated
their willingness to meet these costs. They know that through their
contributions to the OASI trust fund they pool their savings very
effectively to provide insurance against common hazards. Social insurance is indeed a good buy.
We strongly support the proposal for a representative advisory
council to consider the financing of the program. Under this bill, the
first such council would be appointed after February 1957, and before
January 1958. It would review the status of the trust fund "in relation to the long-termn commitments of the program, evaluating the
financing provisions in relation to the dynamic character and growing
productive capacity of our economy." Similar advisory councils
would be appointed later prior to other scheduled tax increases.
Through such periodic review, the sound financing of the program
would be enhanced, which is why we support this provision.
Any actuarial estimate necessarily involves many assumptions as
to future developments which may be far from reality in the year 2000.
We favor the development of the best estimates possible, but their
probable margin of error should be recognized.
A representative advisory council can make its own evaluation of
recent and future trends, with the aid of the best experts available, and
can similarly develop its recommendations to Congress on appropriate
methods of financing.
If the advisory council thinks that the cost will be greater than
anticipated, we are confident that our members will continue to be
willing to pay their fair share. If the program seems overfinanced,
then the recommendations might favor reduced contributions or in,creased benefits.
I am sure this committee fully appreciates the value of the studies
and recommendations that the various representative advisory groups
have made in regard to our social security program. It is on the basis
of this experience and in recognition of the changing financial needs
that we urge the establishment of a statutory advisory council. We
pledged our cooperation in all such projects and the continued support of our unions for an adequately and soundly financed program.
If you will enact the improvements we have recommended, many
millions of Americans will gain by your action. Life will become
richer for many aged couples. Tens of thousands of disabled will be
stirred to renewed effort at recovery by an assurance of cash benefits
now, rather than in the dim future. One more safeguard against
future loss of income will be provided for tens of millions who cannot
know when disability may come. Through such a cooperative program our Nation will win one more battle against poverty and toward
decent levels of living for all.
Thank you gentlemen. If you have any questions, I should be glad
to attempt to answer them if I can.
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The CHAIRMAN. Thank you, Mr. Cruikshank, for a very comprehensive statement.
Are there any questions?
Senator BARKLEY. I would like to ask just one question here in regard to the disabilities and arbitrary age of 50. I suppose it is true
that many men between 40 and 50, or between even 30 and 40, who may
become totally and permanently disabled would be, on a basis of
merit, entitled to it just as well as those above 50. But since some arbitrary age must be fixed-and it has been fixed in this bill at 50do you recommend or feel that we could lower it to 40 or any other age?
Mr. CRUIKSnANK. Senator, we feel that the age requirement, of
itself, is not necessary. We do believe, however, that there should be
provisions that require a long, substantial and recent attachment to
the labor market. We do not feel that a disability program, a program providing this kind of protection, should make it possible for
people to be out of the labor market and then come back and establish
a connection with the social security system on a short term, and then
be able to claim disability.
We think one of the safeguards should be a long attachment. That
does not need to be tied to a definite age in our opinion. The Railroad Retirement Board does not require a definite age, but instead uses
20 years of service in the railroad industry. Therefore, if a man
started at the age of, say 18, then at 38 he would be eligible. Age 60 or
20 years are alternatives.
Now, some such arrangement as that is feasible, as long as it guarantees a substantial and long-term attachment to the labor markets.
We think that the guaranty could be made without stating a specific
age. However, the bill names age 50.
We have looked at it and said that we think that is a practical way of
getting disability protection started, and we support that provision
in this bill.
Senator BARKLEY. YOU support the 50 age figure? Obviously,
there should be some protection against a case where a man has been
long detached from labor and then comes into it in order simply to
qualify for a disability pension or compensation or whatever you
call it.
Mr. CRUIKSHANK. Yes.
Senator BAiIKLEY. And

do vou recommend any particular length
of time that he should be continuously employed in the labor field?
Mr. CRUIK5HANK. Well, the total ought to be 10 years, anyway,
over a long period.

Senator

GEORGE.

Does the bill provide that?

Mr. CRUIKSHANK. It provides 10 years in addition to age 50, except
that currently -feweryears are required because of the recent substantial extension of coverage.
Senator BARKLFY. Does that mean continuous employment for 10
years without interruption, or does it take into consideration intermittent employment as may be caused by the shutdown of a plant?
Mr. CRUIKSHANK. It ought to make allowance for such intermittency in employment, Senator. Certainly we would not want to
penalize a man for some interruption over which he had no control.
So the bill as written provides that it is 5 of the last 10 years. And
it provides also that he has to be fully and currently insured under
the Social Security Act, which is a requirement for substantial attach-

SOCIAL SECURITY AMENDMENTS

OF

1955

511

ment to the labor market, and then has just the additional provision
of age 50 which, as I say, we are willing to accept.
As I indicated in the statement, we do not think that additional
protection to the system is necessary. But to start the program and
get it underway, we are willing to accept that, because while there are
people, to be sure, as you said, between 40 and 50, or even younger
who experience a permanent and total disability, the great bulktof
them are at the later ages. You could get many of our disability
cases after age 50.
Senator BARKLEY. It is not hard to visualize a situation where a
man has been working for 10 or 15 or 20 years for one employer.
But, supposing he is between 45 and 50, between 40 and 50, and the
plant for which he has been working all these years folds up and goes
out of business and closes permanently. He is out.
Well, at that age he finds it much more difficult to get a job with a
new concern than it was to keep the one he had with the old concern,
because a lot of people do not want to hire anyone who is 45 years old.
In cases of that sort, how much allowance do you give a man
who is thrown out of work because his former employer quits business,
and he is cruising around everywhere, trying to get a new job, and
finds he does not get one for 6 months, maybe?
Mr. CRUIKSHANK. Well, under the Social Security Act, there is
considerable allowance given to protect his retirement rights. He
needs only a minimum of $50 a quarter. And then, in unemployment
compensation, we attempt to provide for his need when he is laid off.
Senator BARKLEY. I know that, but I am speaking now of total
dsiability. That might happen to him within a year after he finds
a job. He may have been 6 months out of work, looking for one.
Mr. CRUIKSHANK. He would still be protected under the provision
of this act. His disability would be protected provided he had the 5
out of 10 years in employment and was fully insured. He would
also have to have 6 quarters out of the most recent 13. But if we made
that any more liberal, Senator, then we would be in danger of having
the intermittent worker getting disability protection, and we think
other programs have to provide for underwriting of his earned income
rather than this.
Senator BARKLEY. Do you think the intermittency of his employment or unemployment would be as difficult to determine as the disability itself ?
Mr. CRUIKSHANK. Oh, no; the wage records are very clear.
Senator BARKLEY. That is all.
The CHAIRMAN. Any further questions?
Senator GEORGE. In other words, a man who is close to 45 years
and who has been totally and permanently disabled, on merit, he
should have, say, benefits of a given term at 50. But you are willing
to go along with this 50 to get this experience and demonstrate
how it can work out?
Mr. CRUIKSHANK. That is correct, sir.

Senator GEORGE. Of course, we all recognize there are some difficulties. I have long felt, myself, that a totally and permanently disabled person who has acquired the right to benefits ought to have
consideration under the OASI.
That is all I have.
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Senator CARLSON. I have just one thing, and that is on this 62-year
ago, reducing it from 65 to 62 for women. We have had some testimony that in these private pension plans that have been written, they
have been increasing the age in the last few years.
Is that correct, or what is your information?
Mr. CRUTKSHANK. I do not think many private plans have increased-t beyond 65.
Senator CARLSON. No; but they have gone up from earlier plans
from 60 to 65.
Mr. CRUIKSHANK. I think most of them have been 65. They have
accepted 65 right along.
Senator BARKLEY. There was some testimony that some of them had
gone from 60 up to 65 in view of the expansion of life, that we all
recognize, in the last quarter of a century, and on the assumption that
those people whose lives are extended are healthier in the later years
than they would have been if there had not been any extension.
Mr. CRIlKSHANK. We believe, sir, that the retirement matter should
be a matter of individual choice. We do not believe in a compulsory
retirement system under a governmental program, to be sure.
What we feel this does is actually enhance the choice, particularly
of the man who is 65 and whose wife is 2 or 3 years younger.
As it is now, he does not really have the choice until the time when
the other third of the couple's retirement benefit is available. A third
of the couple's retirement benefit is now attached to the wife's age
of 65.
We also believe, of course, that the employed woman should have
the choice of retiring at the age of 62 if she so desires. Now we do
not think there is anything compulsory about this, and there should
not be.
We also are interested in preventing people at the age of 65 from
being automatically "turned out to grass." Many, many people have
experience and abilities and skills which should not be sacrificed at
that age.
As a matter of fact, as a part of the larger program that I introduced into the record, we want to pay an increment in improved benefits to those who work after the age of 65, rewarding them somewhat
for the fact that they have not withdrawn their benefits and that they
are continuing to pay the tax.
We hope that more useful employment can be found for people
aged 65. But when they are faced with the loss of income resulting
from their advanced age, then the benefits should be available to them,
and should be available to the married couple-the full benefit.
That is why we feel that the age for women should be lowered.
Senator CARLSON. Your organizations, of course, deal with great
numbers of workers who have private insurance pension plans, and
that is the reason I brought it up, because I believe we do have testimony to that effect, and I was interested in whether we, as a government, should go contrary to what/seems to be a trend, at least as submitted by testimony, to'an increasing age in recent years on the new
plans that are being written. That is the reason, because they are
your people.
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I mean, they are the same groups.
Mr. CRUIKSHANK. Oh, yes.
Well, if this were something that was compulsory or that required
all the other plans to follow suit, then I think there would be more to
the argument.
We know, of course, that the wonderful advances made in medical
science and the study of geriatrics and all have extended life
expectancy.
But the fact now is, as you know, that the average age of retirement
of people under the social-security system is not 65, but closer to 68-69So that, if that is the average, we know that many of them go on into
the seventies keeping gainful employment.
Then we also have the problem of the widow, which is, I think, one
of the most valuable parts of this program that Congress has enactedthe protection of the young mother in case of the death of the wageearner.
But as you know, when the youngest child is 18, the family benefits
now stop and there is a very difficult gap between that time and the
time a woman is 65. She had withdrawn from the labor market to
raise her family, and it is very difficult for her to go back, particularly
between the ages of 60 and 65. It is very difficult for a woman who
has been 20, 25 years out of the labor market, raising her family, to
go back and get a job.
Now, we reduce that gap for the widow by 3 years in this bill. We
would like to see it 5 years, but it is 3 years in this bill, and that is,
I think, a very valuable thing to do.
Senator CARLSON. Of course, you do not draw the line between the
widow, you just go across the board.
No, but it includes the widow, you see.
Mr. CRUIKSHANK. No.

Senator CARLSON. That is all.

Senator BARKL Y. Is AFL-CIO the proper name of the new
organization, or are you still shopping around for a good name?
Mr. CRUIKSHANK. Oh, no, Senator, we settled that.
Senator B~AKLE-y. I have a good suggestion about it.
Mr. CRUIKSHANK. I am afraid you are a little late with your suggestion, but we would always be glad to hear it.
Senator, Mr. Greene has the statement in behalf of the employees
of the Tennessee Valley Authority. I do not think he means to read
it, but he would like to make it a part of the record, with your
permission, sir.
Senator BARKLEY. I suggest, Mr. Chairman, not only that, but the
other statements that were referred to awhile ago be made a part of
the record.
Mr. CRUIKSHANK. Are you referring to the letters of the doctors?
Senator BARKLEY. Yes.
Mr. CRUIKSHANK. Yes, sir. I would be very happy to make that
a part of the record.
The CHAIRMAN. There being no objection, that may be done.
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(The documents referred to are as follows:)
NATIONAL COMMITTEE

ON THE AGING OF THE NATIONAL SOCIAL

WELFARE ASSEMBLY

RETIREMENT PROGRAM OF THE COAT AND SUIT SECTION OF THE LADIES GARMENT
INDUSTRY IN NEW YORK CITY

<By Leo Price, M. D., director, Union Health Center, New York City of the
International Ladies Garment Workers Union)
The following is a preliminary synopsis of a description of a retirement program which has been in effect for only a few years. Since
its inception the program has been extended considerably and produced many changes in viewpoint due to the experience gained.
A collective bargaining agreement in 1944 between the union and the manufacturers of ladies coats and suits provided for the establishment of a retirement plan. Under this agreement a retirement board was set up, composed of
representatives of management, labor, and the public.
Money for retirement benefits was collected through employers' contributions
of a definite percentage of their payrolls each week to the retirement fund. It
took two years to accumulate sufficient funds to start the program, through
which the first pensioner was retired in July 1946.
A limit had to be placed upon the number of persons who could be retired
each year, since a definite sum must be held in trust to assure each pensioner the
$65 monthly payment for the rest of his life. It was decided to accept applicants
for retirement benefits in the order of the age of the applicant, the oldest persons
being retired first. The minimum retirement age was set at 65.
In 1949 the experience of the program was reviewed and the board amended the
rules to provide premature retirement of workers over 60 years of age who were
totally and permanently disabled. A medical review board was organized to
examine applicants for premature retirement to decide whether the disability
presented was of a total and permanent character.
The medical director of the industry's Union Health Center was designated
'chairman of the medical review board, which was to be composed of three
physicians.
The procedure established by the medical board to evaluate disability consists
of a painstaking and thorough examination by one of the physicians on a selected
panel. A physician on the medical review board also is present at the actual
examination of the applicant for retirement. A urinalysis, complete blood count,
sedimentation rate determination, serological examination, blood urea nitrogen
test, large chest X-ray and electrocardiogram are done, as well as a routine
examination of the eyes by an ophthalmologist. Any other specialist or diagnostic
investigation found to be necessary to evaluate disability is also done.
A thorough working history and record of the applicant's performance in the
Industry is secured through the union office. During the examination considerable time is consumed by the physician in discussing with the applicant
his reasons for retirement, his domestic environment, his earnings, his medical
background. The record of past illness is supported by certificates from
physicians who have treated him previously. His medical record at the Health
Center is studied, if he has been a patient. His record of claims for benefits for
temporary disability is particularly scrutinized.
After the examination and the receipt of diagnostic reports, the review board
meets to examine the findings and data accumulated. The medical review board
submits a written report to the retirement board, listing the diagnoses and
,clarifying them so that nonmedical members of the board can understand the
medical terminology.
The written report concludes with one of the following statements: That in
the opinion of the medical board, based on established criteria1. Total and permanent disability exists; or
2. Decision must be deferred for 3 to 6 months, pending further examination; or
3. Total and permanent disability does not exist.
The Union Health Center
Medical administration of the retirement program is only a small part of the
medical work performed by the Union Health Center.
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The Center was established by the union in 1913 after a United States Public
Health Service health survey found a high incidence of turberculosis in the ladies'
garment industry. The union's first concern was assistance to members with
tuberculosis and protection of other workers from this disease through cleaning
up the unsanitary sweatshop conditions prevalent in the industry 40 years ago.
This was the first labor-management effort to improve environmental conditions
in the factory.
It took only a few years to establish better working conditions and then the
union turned its attention to aiding any member incapacitated by any illness, both
through insurance to replace income lost during sickness and to provide needed
medical service at low cost.
Gradually the medical service was expanded until today an average of 2,000
services are rendered daily to ambulant patients who are members of the union.
About 200,000 persons in the Greater New York area have access to the service
which is entirely paid for by employer-contributed health and welfare funds.
Almost 200 doctors are employed at the Center to render the services, assisted
by an auxiliary staff of about 250. The Center also does medical administration
of insurance for temporary and partial disability suffered by union members,
through which it has accumulated almost 40 years' experience in evaluating
disability.
Disability classification developed
The following three classifications of disability in the retirement program have
been developed for the guidance of the medical review board which is to decide
-whether or not an applicant for retirement is totally and permanently disabled.
Class I: Totally and permanently disabled.-A medically demonstrable condition (based on consideration of adequate medical and related evidence) due to
-which any attempt of the individual to do any gainful work in his craft will
.endanger his life, prolong and aggravate medical abnormalities or endanger the
welfare of his fellow workers.
Classification of an applicant in this group is based upon the unanimous opinion of the medical review board, such opinion being based upon unequivocal
medical evidence.
Class II: Deferred.-A medically demonstrable condition (based upon consideration of adequate medical and related evidence) due to which any attempts
-of the individual to do gainful work in his craft would not seem to endanger his
life in the immediate future or aggravate medical abnormalities, or endanger the
welfare of fellow workers.
The applicant who is permanently but only partially disabled can be classified
in this group, since it may not be possible to predict whether or not disability
will progress. An additional examination at a later date must be performed
to determine whether the applicant's condition has deteriorated.
Class III: Not totally and permanently disabled.-The following cases are
Included in this category:
1. A finding of total but temporary disability, based on consideration of ade,quate medical and related evidence.
2. A finding of partial disability, based on consideration of adequate medical
-and related evidence.
That is, the
3. Conditions about which medical evidence is inadequate.
evidence is not supported by adequate medical information because the worker
is outside the New York City area, cannot be examined by physicians on the
medical review board, and full diagnostic records with satisfactory and sufficient
medical proof are not made available.
4. Workers who because of chronic invalidism have become unemployable,
either because of unavailability of work or the absence of a will to work, not
supported by demonstrable medical proof.
5. Those workers who have a number of subjective complaints which are
supported by clinical opinions, none of which, or the sum total of which, does
not produce total and permanent disability by demonstrable medical evidence,
supported by diagnostic findings.
6. Where medical judgment, based on consideration of adequate medical and
related evidence, concludes that disability cannot be demonstrated objectively
and unequivocally.
In using these classifications, an applicant who had had a cancer of the breast
removed by radical mastectomy and is found to have some contracture of the
skin with edema which might ultimately disappear, would be placed in class II.
Also an applicant who had suffered a single, or even a second attack of coronary
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thrombosis, without decompensation and enlargement of the heart, would be
placed in class II until reexamination demonstrated the progression of the
condition.
A summary of the retirement experience
A total of 7,023 workers have retired since 1946 when the International Ladies
Garment Workers' Union program went into effect. Between 1949 and June 1,
1954, 353 workers were retired on the grounds of total and permanent disability.
Seventy-eight of these disabled workers died shortly after retirement.
The people who work in the coat and suit section of the ladies' garment industry in New York City are predominantly older aged men. The crafts represented are cutters, hand tailors, machine operators, pressers and finishers.
Relatively few women, probably about 25 to 30 percent of the total working
force, are employed on tailored coats and suits.
The percentage of women who apply for premature retirement is slightly
higher than their proportion among the workers in this section of the industry.
Eighty percent of the men applicants were found either totally and permanently
disabled or else died before the physical examination could be done. Only13 percent were found still physically able to continue work and the remaining 7 percent are being followed to determine whether or not their conditions.
are permanently disabling.
On the other hand, 62 percent of the women applicants were totally and
permanently disabled and 30 percent were found physically able to perform, the.
work of the industry. The remaining 8 percent either could not be reached for
examination by a center physician or were deferred for further study.
Morbidity
Cardiac disabilities are by far the most common condition encountered among
the workers totally and permanently disabled. Cerebral vascular accidents.
also account for total and permanent disability. Visual defects, which prevent
close work, totally and permanently incapacitate workers in the needle trades,
On the other hand, even severely crippling arthritis is not considered totally
and permanently disabling for many crafts in the industry and many garment
workers with arthritic disabilities are able to continue their employment.

BIOGRAPHICAL DATA ON LEO PRIcE, M. D.

Dr. Price received an M. D. degree from Cornell in 1931. He is certified in
occupational medicine.
Dr. Price is the director of the union health center of the International
Ladies Garment Workers' Union, 275 Seventh Avenue, New York City.
The union health center provides medical service in general medicine and
20 different specialties as well as diagnostic examinations on an ambulatory
basis to 150,000 members of the Garment Workers' Union in New York. A
total of 654,000 services were rendered by the institution in 1955 through the
services of 183 physicians on its staff.
The medical societies in which Dr. Price holds membership and the committees on which he serves are as follows: Medical Society of the State of
New York; Medical Society of the County of New York (member, committee
on voluntary health insurance) ; Industrial Medical Association (member, cominittee on medical care programs) ; American Medical Association (member,.
committee on medical care for industrial workers-member, commission on
medical care plans) ; New York Academy of Medicine (committee on medical
information) ; National Tuberculosis Association (director-at-large) ; New York
Heart Association (chairman, committee on cardiovascular diseases in industry;
member, subcommittee on labor and industry) ; American Heart Association
(member, subcommittee on medico-legal insurance and industrial problems);
American Public Health Association; also, United States Public Health Service,
Department of Health, Education and Welfare (member. advisory committee to.
Bureau of Old-Age and Survivors Insurance).
Dr. Price is the author of many articles which have been published in medical
and occupational journals.
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STATEMENT OF LEo PRICE, M. D., DIRECTOR, UNION HEALTH CENTER,
INTERNATIONAL LADIES GARMENT WORKERS' UNION

'This statement is based on1. Experience gained from the medical administration of a retirement program in the garment industry for totally and permanently disabled workers aged
'60 and over.
2. Experience gained from my work as a member of the Medical Advisory
Committee to the Department of Health, Education, and Welfare, Social Security
Administration, Bureau of Old-Age and Survivors Insurance, in developing criteria and standards for total and permanent disability to be used in the disability freeze, as included in the social security law amendment of 1954.
The proposed amendment to the social security law is social progress needed
in our present industrial society to assist workers when they become totally and
permanently disabled due to injury, accident or chronic illness. It is apparent
that most workers do not accumulate sufficient resources to maintain themselves
and their families when they are unable to work and earn a livelihood.
As director of the union health center of the International Ladies Garment
Workers' Union, which gives ambulatory medical service to as many as 2,000
workers daily, one phase of my work is the medical administration of a retirement program for prematurely disabled workers.
Our experience since 1949 has shown that an equitable and efficient system for
determining total and permanent disability can be developed on a sound medical
basis. Criteria can be developed, and medical knowledge and experience are
available, so that the presence or absence of total and permanent disability in
an applicant can be successfully adjudicated.
The attached material records the experience gained in the past 6 years. A
,clear-cut philosophy and understanding has been developed in adjudicating
1,273 cases.
As a member of the Medical Advisory Committee to the Department of Health,
Education, and Welfare which established criteria and standards for the medical administration of applications for the disability freeze clause of the 1954
social security amendment, it is my firm conviction that the basis for successful
adjudication of disability has been instituted.
The unfortunate workers who become disabled prior to, or at the age of 50 are
in great need of financial aid, as well as an opportunity to rehabilitate themselves if this is possible. This is a logical step in protecting wage earners from
becoming dependent upon the community, which often has no resources to maintain them. It will restore many citizens to useful activity in industry.
These criteria and standards developed for the medical administration of the
-disability freeze were improved from the original draft and it is to be expected
that further improvements will be made by the medical advisory committee as the
applications continue and reflection is given to the many new problems which
may be expected to arise from time to time.
These criteria should also be used in the administration of the section of the
proposed amendment (H. R. 7225) which has to do with deciding total and permanent disability at the age of 50, instead of applying the freeze until the appli-cant reaches the age of 65.
This proposed amendment requires that all applicants must be subject to vocational rehabilitation. This is an excellent safeguard against abuses which
might arise through applications from workers whose disability is equivocal and
who prefer to receive a pension rather than attempt to work.
However, it is the responsibility of organized medicine to see that the supporting statements from the physicians throughout the country meet high standards
of certification so that each case can be properly processed within the Department of Health, Education, and Welfare. Measures should also be developed
which would prevent political influence from interfering with the proper operation of the program and scrupulous adherence to carefully worked out standards of disability.
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Synopsis, disability evaluationsfrom 1949 through 1955
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SIDNEY HILLMAN HEALTH CENTER,

New York, N. Y., February 9, 1956.
Mr. NELSON CRUIRSHANK,
Director, Social Insurance Activities,
AFL-CIO, Washington 1, D. C.
DEAR MR. CRUIKSHANK: In accordance with our conversation I am glad to provide you with the information regarding medical examinations for total and permanent disability.
Since April 1951 when we first started to perform these examinations for the
amalgamated insurance fund, about 475 examinations have been performed by
two board-certified specialists in internal medicine. They have of course available to assist them when necessary all the diagnostic procedures and consultants
in other specialties. The results of these examinations have rarely been challenged and most of the reexaminations have sustained the original decisions.
There is no question in our minds, and I may say, in general in the medical profession, that examinations for total and permanent disability are feasible and can
be upheld medically and legally.
It must be remembered as in all branches of medicine, that there is room for
differences of opinion, but by and large there reaches a point when physicians
will agree that patients with certain disabilities can be declared as having or
not having a total and permanent disability.
Very truly yours,
MORanS BRAND, M. D.,
Medical Director.
HEALTH INSURANCE PLAN OF GREATER NEW YORK,

Mr. n SOa CRUIKSHANK,

New York, N. Y., February9, 1956.

Director,Social Insurance Activities, American Federation of Labor,
Washington 1, D. C.
DEAR MR. CRUIKSHANK: In reply to your inquiry as to whether or not physicians can and should make medical examinations and render opinions concerning total disability of beneficiaries under the Social Security Act, I must express
surprise that there is any doubt about this. Physicians who are providing medical care to disabled persons have firsthand knowledge of the nature and severity
of the condition responsible for the disability and are in a position to determine
whether the disability is total and permanent.
Physicians submit such opinions to private insurance companies and to workmen's compensation boards. An honest physician will refuse to make a statement that a patient is totally disabled if the statement is false, even though the
refusal may lose him the good will of the patient and the associated remuneration.
Sincerely yours,
GEORGE BA HR, M. D.
STATEMENT OF JOHN M. GREENE, FOR THE TENNESSEE VALLEY TRADES AND LABOR
COUNCIL

I am John M. Greene, an international representative of the International
Union of Operating Engineers. I live in Chattanooga and work throughout the
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Tennessee Valley area. Today I am the delegated spokesman of the Tennessee
Valley Trades and Labor Council, on which I represent my international union.
The Tennessee Valley Trades and Labor Council represents the 10,000 so-called
trades and labor employees of the Tennessee Valley Authority. These employees
are members of seventy-odd local unions affiliated with 15 international unions
of the AFL-CIO. These 10,000 employees are about equally divided between 2
major groups: 1 group is made up of temporary construction workers; the other
group is of regular or permanent operating and maintenance workers. The construction employees of TVA already have old-age and survivors insurance coverage under the Social Security Act. The Tennessee Valley Trades and Labor
Council is now asking that the Social Security Act be amended so as to grant that
same coverage to the operating and maintenance employees of TVA. These employees are now excluded because they are members of the retirement system of
TVA. Bill H. R. 7225, which you are now considering, has in it a provision which
would remove that exclusion. The people whom I represent want that to be done.
Employees for whom I am speaking today are chiefly those engaged in operating
and maintaining TVA's power system and chemical plants. The record will disclose that in a great many cases these employees come to TVA from industries
where they have had the protection of old-age and survivors' insurance. Many
of them return to such industries. Alternation between employment by TVA and
in private industry is very common. A great many of the TVA's operating and
maintenance employees are selected also from the TVA construction forces which
now have old-age and survivors' insurance coverage. Whether they come from
private industry or from TVA's construction forces, whenever they accept employment as operating and maintenance employees they cease to have old-age and
survivors' insurance coverage. The benefits they may have achieved under oldage and survivors' insurance are either forfeited or decreased by accepting employment which is not covered by social security.
We believe that for social security to do the job Congress intended for the
workers of America, the coverage should be continuous while they work and
should enable them to build up the best benefits their scale of earnings will provide. This continuous coverage will also enable them to contribute steadily to the
cost of this insured pension for their own old age which they are glad to do. This
coverage is very important to workers whose earnings do not enable them to
save and invest enough to provide for their later years at the same time they
are trying to provide a decent standard of living for their families.
We believe that the social security benefits should provide a minimum basic
protection for all workers and that the credits toward these benefits should go
with them wherever they work. This minimum protection should not be denied
a worker or decreased because he works for TVA a part of his working years.
I referred to the fact that these operating and maintenance employees are now
excluded from old-age and survivors' insurance coverage because they are members of the TVA retirement system. Section 104 of bill H. R. 7225 which you
are now considering, amends the Social Security Act by removing this exclusion. We want this committee to recommend that that exclusion be removed.
The TVA retirement system was established in 1939. It was established because TVA employees were not covered by the Civil Service retirement system.
The regular operating and maintenance employees, as well as all technical,
clerical, and administrative employees-that is, all nontemporary employees-are
members of that system. Membership in the system is a condition of employment. It is a good system and the employees like it but they don't think being
in that system ought to deny them coverage by the broad social security program.
In general, organized.labor believes, and I think Congress believes, that workers
should have the protection and get the benefits provided by the broad social
security program and also get such additional benefits as employees and employers jointly agree on to supplement the old-age and survivors' insurance benefits. That is the way it works in private industry. The law requires employers
and employees to contribute to provide the social security coverage. This provides basic minimum old-age protection. But additional pensions are recognized
today as an important subject for collective bargaining. No objection is raised
and their social security benefits are not taken from them if those same employers
and their employees agree to additional pension benefits. That is the general
practice and the accepted pattern today.
Congress need have no fear that it would be making TVA provide too generously for the old age of its employees if they were covered by old-age and
survivors' insurance in addition to the retirement system. Both TVA and
those who administer the TVA retirement system are conscious of and have
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carefully considered the economic costs and the comparative benefits. The
TVA retirement system provides a retirement benefit of about half pay after 33
years, work with TVA at age 60. About half of this benefit is provided by TVA
and about half by what the employees pay in to the retirement system. The
maximum pension that can be provided by TVA's payments into the system is
40 percent of an employee's average salary. The retirement system is managed
by a seven-men board of directors. Three of the directors are appointed by
TVA; 3 are members of the system elected by members of the system; and
the seventh is elected by those 6. I am not a member of that board and I am
not eligible to be a member since I am not an employee of TVA. But I am
Informed that the board already has prepared a preliminary plan and proposes
to modify the retirement system benefits and make a reduction in the pension,
provided by TVA money, for each year after the Congress sees fit to extend
old-age and survivors' insurance coverage to its members. This will avoid
pyramiding these total benefits on top of each other for the same years of
service, and the combined benefits will not cost TVA or the employees any
more than it does now until the old-age and survivors' insurance tax rate goes
above the present 2 percent. When the OASI tax rate is increased the cost
will go up equally for TVA and its employees just as is the case in all other
covered employment.
I am sorry I do not know more about the detailed operations and benefits of
the TVA retirement system and how it is proposed that the benefits of that
system will be coordinated with old-age and survivors' insurance. I am sure
the committee has or can secure any information they may desire along this
line from representatives of TVA.
The combination of old-age and survivors' insurance and the altered TVA
retirement system benefits will give total pension benefits a little better than
the retirement system alone can now provide for the long-service employee; the
workers who are now advanced in years will receive a greater increase in their
retirement benefit at age 65 than the younger workers. This has been true of
all older workers covered by old-age and survivors' insurance shortly before
they reach that magical age. This is not a fault but is an essential part in
launching a program of social insurance.
But even this greater increase will give only a modest retirement benefit to
those older employees who can have had relatively few years of creditable
service under the TVA retirement system since TVA is only 22 years old. Most
of them have much less service than 22 years. This makes it even more important for TVA to be covered by social security than if those older workers
bad worked all their work years under this retirement system.
TVA employees want that modest increase in the retirement benefit they
will receive in their old age. But they want social security coverage even more
for the protection afforded by the survivors' insurance feature. Like other
men, the workers I represent accumulate family responsibilities while they are
young in life. Unlike some other men, they do not have much chance to start
with or to accumulate much of an estate while their family responsibilities are
heaviest. Therefore, these workers who are young husbands and fathers are
particularly eager for the protection the survivors' insurance provides for
their loved ones. We hope very much that the committee and the Senate will
pass a bill granting this coverage to the members of the TVA retirement system
who are now excluded.
Pension benefits have become an essential and accepted part of our industrial
economy. We believe they are a stabilizing influence in our economy as well as
a preventive of individual human misery. We believe that the basic benefits of
social security should become the right of all those who work. Through it they
can contribute to the comfort of their older years and not become objects of
charity. We believe credits toward these benefits should and must be retained
by workers wherever they are employed if the program is to be effective.
The employees whom I represent want this coverage very much and they
want it this year. They would like also to have a new starting date or a longer'
dropout period, long enough to heal the 5 or 6 years they will have been denied
this coverage since the last starting date of January 1, 1951. Otherwise,, those
who are now over 60 years old cannot achieve the pension benefits of such coverage when they retire. There are more than 500 TVA employees in this age
bracket.
Coverage for TVA employees similar to that embodied in bill 1=H.R. 7225 was
also included in the 1954 amendments to the Social Security Act which were passed
by the House. This committee took that coverage out of those amendments..
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This was possibly due to the rush of the concluding days of that session of Congress, or thinking it would pyramid the total benefits, or maybe because you didn't
know these employees wanted this coverage and were willing to pay for it. We
hope these were the reasons. We do not know of any reasonable objections to
the coverage. The Kaplan committee, which presented its report to Congress on
social security and Federal retirement systems, recommended the coverage as proposed in H. R. 7225 after a thorough study of the problem and of TVA's retirement system. I hope this committee will recommend the coverage of TVA employees provided by bill H. R. 7225 as passed by the House, or take whatever
other steps might be necessary in order to grant these employees coverage as
requested. They want it and are willing to pay for it by decreased benefits from
their retirement system and by the old-age and survivors insurance tax. They
feel they have the same right to it as other workers.
I am grateful for the opportunity to present this statement to this committee
and earnestly request that it be given the favorable consideration I sincerely
believe it deserves.

Mr. CRUIKSHANK. Thank you very much, Mr. Chairman, and members of the committee.
The CHAIRMAN. The next witness is Judge Thomas Waxter of the
National Association of Social Workers.
Will you proceed, sir?

STATEMENT OF TUDGE THOMAS 3. S. WAXTER, NATIONAL
ASSOCIATION OF SOCIAL WORKERS
Mr. WAxTER. I am Thomas J. S. Water, representing the board
of the National Association of Social Workers. The National Association of Social Workers, which was established October 1, 1955,
brings together into one organization the professionally oriented associations in social welfare. It represents a merger of seven membership
organizations-the American Asssociation of Group Workers, the
American Association of Medical Social Workers, the American Association of Psychiatric Social Workers, the American Association of
Social Workers, the Association for the Study of Community Organization, the National Association of School Social Workers, and the
Social Work Research Group.
We have about 24,000 to 25,000 members. We are filing a statement
with the committee and I should just like to make a few remarks ad
lib, rather than reading the statement, because I think there is little
that we have to do except to underscore what Mr. Cruikshank has said,
however, not only going on record in favor of disability insurance, but
we feel that the thousands of us throughout America have a very
special window in looking at people who have special needs.
(The complete statement of Thomas J. S. Waxter is as follows:)
STATEMENT OF THOMAS J. S. WAXTER, NATIONAL ASSOCIATION OF SOCIAL WORKERs

I am Thomas J. S. Waxter, representing the board of the National Association
of Social Workers. The National Association of Social Workers, which was
established October 1, 1955, brings together into one organization the professionally oriented associations in social welfare. It represents a merger of seven
membership organizations, the American Association of Group Workers, the
American Association of Medical Social Workers, the American Association of
Psychiatric Social Workers, the American Association of Social Workers. the
Association for the Study of Community Organization, the National Association
of School Social Workers, and the Social Work Research Group. The National
Association of Social Workers is to the profession of social work what the
American Medical Association is to the profession of medicine.
Because of the recentness of the establishment of the National Association of
Social Workers, the views which I express are those of the board of directors.
7
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eillyOtvllet licatise of telploratry llsalillty t han out hecluset'of iertltthii'l itiiu
total tllsablllty. i'or this reitson, stone luersoits ha1Ve held teunixu0'ar'y disnllily
to lie the nore StrloI14 sis-lal )r'oldlelln.
We d11)Hot agree.
We bev
OllS'oess
Is eight In focusiug Its llttltliol| on
'ualnelt
ri
111141tot i1 ditallil4y bet'llse
tylically this Is llt overwhelmIng experleite
it) a fiuillVY. The IiIItIllbeli of persois Involved tire 'faII' fewer, hut coitlited absence ftol tin' job market represtsltx a fitr iriore serious problem. Awire of the totseluence of pseritalieut ii
total dIsability to the breadwinner' of a fanilly, the Ceogress In 195) ilded this
category to Ihe pitlie assistance progrmlti.
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Ili the testimony before your committee, yon hav been urged to put rellanco
oil vocational relbllitatlon. If there were Wi choke lit the matter, I oUi sure
that all of us seated it this room--equally I ami sure that all disabled eikrsons-

woutld prefer to place reliance on vocational rehabilitation rather tltn oi it lii.
alillity program, whether It be issIstance or Insurance.

However, we only delude

ourselves If we think, In our present state ofI medical knowledge and with the
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111STORV A. 9XVKISENCK WITH DSAUITITTY INSIfRANCiE

This cotantlttet, has repeatedly becit toldi that disability ittsurancle Is a new
proposal, that we therefore need to move very slowly and very citttotily, that,

In fiet, It really should be studied further before itny steps ore tWken. lit
contrast to the tenor of tis testilmolly, what are tho facts ib1ut disalillity
Inlsuratntce? Program1s of disability Insurance hatve been operated by thie Federal
Government slice tho first Congress of thll% UIlted States.

prote tion dates front September 21), 1789.

Veterans' disatbility

The Civil Service Com1mission has

since 1920, provided Insurance prolttlon against dhstbling Ilhless or itceldent
to till
emlployees of tle lederatl Government otler thn those
in telioarv
slttus.

'Tho railroad rotirenent progrant has pirovided conprehenslvo disabIlliy since
1010. States have bien operating progt'amiis sitee before Wot'ld War 1. Cities
lavo beeI operating disability programs sline before the Civil War. The lrst

lnini(lIpal prograti dates front 157
and death benefits for pollceitteit.

lit
New York City, which provided disability

In 11)17 (we tit)
not haive the data oilthe last

deCade), there, were sol11,
1.700 State nud loeal
ret Ireient syste1its In ciffect
In the

Ilnted States, of wihleh It was estimated that 70 percent provided for disability
whleh wts nonwork coieeteted. 'vttere is, therefore, it wealth of exlxri.,ce front
while to draw.
In addition to the foregoing, sine Iost year. the provisions oi 1t1 didsabIllty
freeze lhave been operating within OSAI. The disability freeze reqtolres i muedlcii determination; It requires adinistrtive
determnat ion of "stitutlii
gllUfill nttilioylitti .'
Fromt disctissloi1s with pl'tsouti adnitsterl
g this plrogrillo

we gatin thtio very dear Impression that It Is working"well, thltl
while there have
inturatlly beent proble1ni to work out1, iaswoold bt,the came in any tiew lrograiti,
Ibltt these havo been merely of the "shnltu1ii opleratt'i11
v'ariey.

If we look Itroad, wo titd taint foreign couitrles havo been operatig Ilsuraice progris for tainy years. As of January 115-,. the only Italor estlilied
coutrlvs which were itot operaltliog

llsalillty

imsiraieo we're Coin,

Israel,

Swilterland,itnd the Uitted States.
reatllritiin adopted disability Insurance
In 19)11, Irtnee In 110), lenairk In 181 In looking at these symenis. tlint whih i
stands outis
titt
for the most lairt dlitilty
was adopted itsan integral part
of oell Insrate.
'T'lie lill whiet i before thi
conintitee has lieut drawn 'ith realal o tervailn
anid eautlon, needless to slay with greitier conservatI
i and ctitti
tlihnt ve
nlht
hltve desired. It does not address Itself to all persons sifferlng periitnent
ind total disIbiliy, only to those age 50 itid above. 'ritedisabled person mast

live had a very considerable work record. 'T'hero iust lie a inedical Ilidig
tlit the dIsablilly preveliit tibstantlitil gainful eonployimient and Is likely to restilltIn ethl or be of oug, eot limed ilorntioi.
'Irloreintist be i t1lioth witIg perloil, There
irae
iobeutothlt for dependents. If tle person Is eligible
for another Feieral benefit
or it benelit itder itworklnen's collpensatioit program, his OASt disability benefit Is eaneeled If It Is sitmaller thnit
tie other bollefIt, or, If larger, It is reduced by tie niitoUnt of the other belillt. Anyone who,
without goodI cause, refuses voeitllunl rehabilitation Is dlenlied
beneilt. Oil
the olher hall(],
aflhirmatively lto iteouraco re abilitatloin, benellits are continuedduring the flrst
12 moiitt of einloynieit tfter rebabilitatlon. Uiller tle pro
visions itthe bill
It Is esthanted that average dIsability ltilyitents would nitomnt
to 80 to 40 percent 9f itteoine.
In otur view, these provlsiots relfed nmtextraordinary effort to take Into conslderation tlho obletIves of those who nro thehutant to press ahead otlthis problema. To aricO that we sltould bte
very hesitant about ntlianlig a distaldlIty proy am to OASIT Is In our Jtuidgtent, tantlltiunt to arguing thit while the Veterans'
dliinlat ration is capaldlo of opOratiitg a dlsithllity progrant (a for wtore (ifleiult
one WO may point out for It Involves deteriiiilg degrees of isablilty), while
the Oivil Service COiniilsloii Is eapable of olieratiiut i dinlittv proraiai, while
the Rilroad Retirement Board Is capable ofloperatlng dIsabillIty, OASI alone
among the Federal agentiels Ianot eillii. Givei tlte ottstainllil ind Itliagliittive leadership whlleh has, from the laeptiloi, clinraeterlym! tlte OASI lrograim,
this nppeare to isto be somewhat peetillar logic,
ly their recommendations on tlis bill, tle nieluber of this coinitteo are In a
Iloltion to make a mnost Imporlaut eontrlbtiloii to tho welfare of tls country.
It. U. 72t has passed the Ilonisidecision Is witlhthe Senate, This coinullloo
hls the Opllprtillty of onalig permanently and totally disabled persons to meet
thlir lluation thirotigh InsirNneo rathi t titin solely by a imans test. It Is lfit,
earnest hope of out'nasoo itlon tlnt the cotriilttee w ill favorably reommend
the disability provisions of the bill.
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EXR.1 go 11r01Il lV Shittand I guess it. would b0 tie

saUo as any Stlt il t ho Viuiol'; I visit eachi week it 'rO.5-seetioii of
peoplo %who
wlivre receiving public iassisflIict,. Adl lhero arO people ill
our Stllo, as tiere areinl every Stile, ill
A.iericll, who nr got ting
that are
aid to tlho paitlly and totally disalded, disalded flithe1mi
N t ing AI)( , lleolo on genlrall rlief, pcoplo rev'eiving aid to tho
bilid,
Who would quiialify for disahility iisinianine. And when yol
in this
ago
group
who are
Illiving
and talk
individuals
see
hiln, you
disabled,
whogoIlro
oil to
relief,
Ihle Ileces.,il
' for
r,ally
(%Xlmndltiulg
O)ASI to Irov'ido not olilv for old agil alnd surviviolhil), but to get
perlihaps lo0greatest risk
2h,
till
Ieous evidett.
For iioS1. j)ioj)lO, they,.
uro better off datl so far as their wives and
chililren aro coicericdilthant
and still with diheu.

o

tot ally and prtiiivi~rn
ttly disabled

Il a sense, it. is a mueh greater aliilzrd. It is cerlitly a Ioro dilllcult. situation for the' wife and for Ihto
chiohllen tlll if NIho individual
haild died.
And it. seems to us a logicIal and ucu.eVssiry exlision, and wo believe
that. in starting it,
oil, that to start it, if tlie ( ollgre- dtoes it, at 50,
it may b a very healthy thing to it)
for this relsonl.
First of all, wo have got, to get sollit)
experinci' in how to huundlo
tho ndlliunistrativo dilliilics I li are i'ivolvid. Secondly, a point
coiili ho mude to Itho
fact, for the fellow wIho is over 50,t lit his chances
of rehabili at ioul, the haillt'ii
of getting him back into tlh labor narket, aro )rolbly Iot Is good itst ey are with tho younger group.
So thail we tliink thlit. SO is a good imilt to strike.
We'o bielievo also that we have eXp)erience in adniilistering APTI)
IidIt o t l ,rillelitl dlisalbld thal shows wit lhat and 'ith tlio
oxpori,iec that. the I)opatniment has had with thl disability freeze,
t11t, it. can bo adninistercd.
Of course, thero will he all kinds of hugs, in its adinnistration, but
wo believe thit thoso dillicultlis aro minor in teruiis of what can bo
douo.
When wo lrst, started in 1950 Withi aid to tho totally iiudild rinently disabled, wo thought we would havo t lreniondious amount of
dilliculty il administering that program.
le way in Which it is
admiinistered, by having tio doctors in t ho comUunity make th prognosis and then havo t hin. prognosis Viewed by what. we in social \vor E
call a team, a doctor 1111d : social worker Ind a person from rolabilitlation, and then check at iice"ssary intervals; we thinkllthat out of
that lis grown t ,ietliod, thai, with tho exporienco with th disability freeze, will umake this admuinistraitively quite possible.
,o believe, too, that. the averago person who is disabled at 50, who
is oil the freeze iow and waiting t6 become 615, that to force him during
tho interval to go down to thI publi.c-assistlceo office, the welfare
department, the place that lie associates with complete dependency or
with relief, and to forco him, after lie hais exhausted Ins funds for
medical care betcauso of not working, with a family, and with i

disabling diseasee, is a l)rett-, bad part nership.
Those three things together and to force him to go on relief, aund
simply to freeze hiln, and toll 1i11 that. wliu 0 or 7 years later, when

Iobecomes 05,that lie is going to got some benetits from the payments
that have been made into OASI or his bonelit, seems to me to be a
pretty cruol situation.

r0p
0,40
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Aild, really,

Whien You meo t hese people anid visit t ilit, it wouldl hie
tuolsetiso to have' th NatXiiion comweiiet with aiige, tit
tlm 11111t1
(15 call elevt to leaive it jot, 1111dlgo ott1 ( A 1, where the Ioikil
64 who( is coliuileteiy d~iabled lits IIotiiig tot prtetct. himiti itlii whwt.
tle hlliizillds to htitti tild to) his fal itiv is t'vell greter 1111111u
old aize.
hc-uts to tueo to ist I f exjuliilgt
~vt'tit i iu ih
Now, thlit is about &h eit]
lit', to4 ilt rihit v.
W~e have wvrit tel ita doeiuticitt wiitcll we t hillk is :1 preth fat~ir doellit denial of

tutu

tlisiilii 1Iutl'llliv, hitl itoy reainug it wollie tcialilt
l
dt it
isil't. its ocilit dtwuiii it-, thv
luc read by Niu. (rl itutliit Ilk who vilui
lu'fot'roe
A tty
it tuterit

Mr*

t 1 0t'st iolils

?I

ssteuut?
s. Yes,

~

it is, Setti

It hue.

ttor.

i1wlttl

.ii tl'

i:1,
93

'We have~

I thintk 'it is ill thEIst Stittis. I think titee1is
It.ti liisill
toI
adtitillisflt t ile lt'Ev isio(i
l iilit' assist stitt (I Ii t Yol its It'~ t4l loue
vt'
Itietit mvstemt.

'Fu hIlitM .1N. 'i'liilk N'it1 SiW.
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commlitteo, consisting of some of the most outstanding authorities in
a variety of specialized fields of medical practice, of public and private medical administration, and social welfare servicIs was appointed
to assist in developiing pertinenit medical standards aid policies.
This advisory committee is considered the proposed stahldards
defining the criteria for interpretation and applieat'ioin of tile definition in the law of disability, and that definition Mr. Cruiltshank read
in his testimony.
It has also re.'iewed the administrative llls dOveloped by OASl,
including forms, procedure es, and policies of special medical interest.
As the law provides for coopiration in administration with certain
State agencies designated by State governors, standards and guides
for these agencies have been developed to insure equal treatnient of
ill disablepersons throughout the 'Jited States.
We have had the privilege of sitting in on conferenices between Fedoral and State administrators where operations under this new law
and the implementing regulations have been disetissed, and we are
convinced that what, is currn tly being developed will provide a sound
foundation for the broader disablility program which we are here this
morning to support.
ByPPOIrr OF If. Ii. 7 225

The National Consumers League sil)ports the disability insurance
provisions of I-. It. 7225 in the form in which they were overwhelhnIngly approved on July 18, 1955, by the house of l]epresenttiives.
Weo aro pleased that. the ill is so drafted that the laiilent of insurance benefits for disability would become, for all practical purposes,
an extension of the old-age and survivors insurance system, and not
a separato program, separately operated by a new agency. The circumstances relating to wage loss. (111to disability anid to' old ge are
so similar in nature and the methods of administration in both cases
so nearly identical that coordination of the two programs seems to
us altogether proper and economical.
The application of the same schedule of benefits to beneficiaries of
OASI and dib.ility insurance we also accept as reasonable and desirable. We believe, of course, that to the extent necessary to meet the
costs of benefit payments to disabled workers and to maintain the
actuarial soundness of the OASL trust fund, social security taxes
should be increased as is p)ovided for in IL R. 7225.
We heartily approve of the relation that would be established by
the bill between
legibility for disability benefits and willingness to
accept vocational rehabilitation when such training is found to be
feasible.
We note that I. I. 722 provides for the creation of an advisory
council on social security financing. It is the hope of the National
Consumers League that among tile subjects that may be studied by
tis council, during the course of its operations, will be the praeticability of ultimate ly protecting all (disabled workers, irrespective of
ago by disability insurance, and the advisability of paying benefits
to dependents of disabled workers, as dependents of retired workers
now are paid under OASI. We feel, too, that much more study
should be given, than has been given so far? to the proposal that tomporary disability, as well as pormakient disability insurance, be ineludedill our Federal social-security sysm.
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In 1I.18 the advisor' Coulleil oil social securit, to this Finance Com-

titlee of ti
I Selulto tiado an excelle,nt. rel)r. ;nits study of tlie evils
of perllllnelt disability llnd possible relltdies for lhelt. Miiv of
tle provisions of I. It. 7-. may bo traced to Ihe recotelaIiltiosl5 of
thalt.
couil .
An equallyt lhoroutgh study, made by I Ito advisory council, for which
this bill provides, of tihe evcmotinic and Social collsequetneces of tel(o)rary disability and of methlds of dlealinig with this Iazaird might also
lea loI sounl legislative programitl.
In suggest ing these sItudIes, We t e aware that, it was, ito doubt with
just such stildles ill tniind tIhat, (on&zress lts proposed tho 0 stablishnIeitt of fil advisory council on social security, financing. Tile crea.ioll
of suhel iicouncil Ilie Nat ional ('onsuers'Leagu\\-e would welcome,
becallso of the information with Nwhich its invest igatiolls and studies
Could provide itS till ill
oltr search for reflective iid intelligent solutions
of t toiroblems itivolved.

We do ask that favorable Consideration be given to this bill by this

Committee.
]]11(,iA,\01.0.s. AlnY que.zillrun?

Selitator (.1bcoi1..

N]iss Stilt, did tle National Consumers Le,
ague

tatke atty iositioit 0to
on ?liea provision lowering tlit
ago of retirement. for
62?
wo11eit from 615
Miss S'eer. Sellator 6GeOrge, we approve fill of this bill. We felt
lhat our t illto
before vo(i. was limited so we decided 1o devote our enttiro
testinlitoiy to disability, intsura'e which is our tnajor Concern. I might
have added, however, that we support tho reduetiole ill
ago for women,
tle extension of coverage, and Iie extensioit of bteefits to disabled
ehild'e beyond t li afgo of 18.
Senator O .Eor.'l'lt1nl you. I did not know whether your onmisSion had aity sigiiilaee.
Miss S'rIi'm. It really doesitl, except ltat disability insurance is
olli mai inlorest.
Seitor limllm ixv. I low maty members of the Nat ional Consumers
Le.ullio do youlave ?
Ri 55
~sS, r. Ve have members in every State of thle U]nion, but I

couldn't give you an exact. numtier. WeVtave been in existence for

You probably know aboit Florence K(ell', who was tlte founder.
lWe be'lan our interest. il the welfare -of workers as constimers.
Florence]¢el ly, you ttiaty re1teiitotm., advised tlat we as Cotnsitters
not buy goods'niaide in sveatshops, not buy goods that were miade by
workers who were paid less thanliving Wages, or goods made by child
labor. These Wtrorts to improve working conditions led its to tio field
of labor legislation.
Sonator1lAtimuy. That is all.
Miss S'iT'r. '.rhian, Volt.
Tite CHIRMN,,. Ou'r next witness is Mr. Floyd Dover, of the Ore-

gon Institute of Social Welfare.
Will you take aseat, sir, and proceed ?
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STATEMENT OF FLOYD K. DOVER, OREGON INSTITUTE OF
SOCIAL WELFARE
Mr.
1)ov
My,
1. name is Floyd K. I)over, of P~ortlald, ()'eg., Stalte
president of tile Oregon Institlute of Social Welfare, and district presi dent. of the Northwest Institute of Social Welfare, comprising tle
States of Oregon and I'ashin (ton, with headquarters of the district
locatedat 508 Davis Building, Portlan(, Oreg.
I represent 2,100 members of the combined institutes of the 2 States.
Six years ago the Oregon Institute of Social Welfare was incorporated) as a service organizViation to the need, elderly, handicapped, and
blind, and 4 years ago the Washington Institute of Social Welfare
caine into being for a like service. In this capacity we serve on the
sane basis as the veterans organizations serve the et eialis in assisting them to obtain their rightful beietits under the laws and regulations.
In the past, 5 years through tile Portland headquarters we have
given service and" counseling to 24,06;5 people who were subjected to
the State and county publlic welfare system. Eighty percent. of this
number, or 19,252, were 65 years or over. All the 241,016i peolple complained that they did nothave enough food nor clothing, and not
enough iiuoney tol)urchase theill: that they could not have any medical
care or nediieie unless tile) Ivent to Ihe'ouulitv clinic, which the old
folks deeply resented. In every case--except oii rare occasions-they
were attended bly student doctors and required to report early in th e
morning and sit there all day, and in many instances told to returim
the next day only to have the same thing repeated. This cost the ol
folks an adlitiolal sum for bus fare which they were obliged to take
out of their own meager allowance.
In their own report of January 27, 19.56, thme State public welfare
in Oregon states:
Grats to 19.008 ieedy aged. in De embepr 1955 averaged $65.50 * * * $7).i0
was expended for lhe total needs of the aeedy aged this

)cember

1955.

This included shelter. The $70.40 average includes shelter and those
confined in rest homes.
The remaining 20 percent, or 4,813 cases, were between 50 and 65
years of age and were under the general-assistance category. These
were all handicapped and disabled in some degree. Industry would
not employ them because they preferred younger and physically fit
people. It is thq women in this case-and mostly widows-who suffer
most under the Oregon publie-welfare system." The State president
of tile Washington Institute of Social Welfare reports the same conditions exist there. In Oregon, it is almost downright starvation for
these peoJ)le and especially so in the Portland area.
From the report of the'public welfare in Oregon, January 27, 1956,
general-assistance expenditures in December 1955 for 3,830 of tile
cases provided food, clothing, and shelter, averaged $55.55. 1Housing
in. Portland, Oreg., even in the slum areas, runs $30 to $-10
monthly.
After paying reit there is very little left for food and clothing,.
General-assistance cases are required by regulations of the public
welfare to cash in any and all insurance policies with a cash surrender
value, also bonds, and( in most cases, automobiles are asked to be soltl
before any assistance is rendered.
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We feel this is strictly un-American and definitely destroys tie
morale of these already helpless people.

How call theselpeople 1el)

themselves wilen thev'have nothing to start with, should they become
rehabilitated or obtain some gainful emiployment
We have hundreds of people in Portland who are trying to exist
on $18 per month for food, clothing, and personal necessit is.

Even

if they did not purchase clothing or personal necessities, this $18
allowed them above shelter wouil oily permit them to spend 60 cents
per day for food, or 20 cents pier mnal. And Portland living costs
are high. These peol)le collie into our ollice weak with hunger, crying
and pleading and prayion for help--any kind of help. 'ihey show
the lack of food phvscally and mentally, Inevitably they are malnutrition cases. 1 Inl en n this category (10 have an out because they
call and (to join the breadline, which was 2 blocks long the (lay before
I left Portland. These men stand in line for hours in the rain, snow,
and cold, waiting to get inside for a bowl of soup.
A recent case I would like to present here is i a letter received from
Alice Lucille Wallis, dated February t, 195(:
Drm.l2 M. Dovrltl: I received liy welfare check yesterday for $61.20 which
Isn't very 111110l for lo to live Ol for a iiolth. I have to pay $47.50 for rent,
and at Illy age 8O, I fill] iiiable to do Imy cooking except to make i little coffee.
As you know I am living in Ihotel where most of mhe tenants are elderly people.
As you call see, after I pay rent, I have $1;.70 left to eat, fill1 buy miy necessitlies, an1d ily doctier pllaced Ine onl Itdet 5 years ago. Ills 111l1e1 is )r. Vise of
Portland.
I want yoil to know, Mr. Dover, that if it, had not been for the Oregon Institute
of Social Welfare, and the vork you did for lie, I know I would have starved
to death.
It waiis last Noveilper wheln I first (,illed on you for help. For 4
inontlis I lived oin potatoes, bread, and water. I had to live like that lit order
to illy lly retl, an1d evroll
ulil,I was forced to borrow illlleoy to evel
lil y
rent, and it my age. It is awfully hard to borrow any moliy, eveii siliall sums.
I want to thank you for all the things you have done for me. In(leed I alit
graiteful to you, mlore lha11 I cal1111 lut Ie
words.
Sincerely yours,
ALICe Lvctl.i.E WAILI.S,
Portland, Oreg.

This case is not eligible to draw social security benefits under the
rifselt law.
The next case I would like to plreselit is eligible for social security
under the recent revised l1w which is slpplemenited by old [Igo assistamice. There are thousands of eases like this in Oregon and Washingtoll. Here is the letter, verbatim except the spelling:
PORTLAND, OnFo., Fcbruary6, 1956.
DEAni FItmNI: I will write yon a few lines to let you know that I al11 for
getting (securing) what we were talking about thIs lorninlg. I have been In liaiul
for 37 long years and I llpe y(t! cill (1o sonethling for ae so that I Call have
nmore to live oil aind I have fill inhiJury where I was hurt, 37 long years ago and
have almost starve( iny times since. 1 am 410yellrs old now and get 11mysocial
security, $30 it noilth-lIot enough for me to live oil.
Moltals E. Ill millS.

Before Mr. Hlarris reached the age of 65, the Oregon institute of
Social Welfare gave him assistance weekly to keep him from going
hluingly and to )rovide fuel for him.
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Right here I wouhl like to present the assistance plan and authorization of award, for those on old-age assistance in Oregon:
Food (single person) -----------------------------------------------Clothing ----------------------------------------------------------Personal Incidentals ---------------------------------------------Household supplies ---------------------------------------------Replacements ------------------------------------------------------Fuel --------------------------------------------------------------Usually runs about $10 per month In Oregon.

$32.00
5.00
4.50
4.
2. 50
1.00
7.50

The foregoing does not include the housing, and varies a little
depending upon whether renting or owning your own place.
Next in line of importance to our old folks is clothing. It is shocking to note that none of the 24,065 elderly people had bought a new
suit or dress for 5 years past. They bought cast-otf clothing from
second-hand stores. From our own salvage store which we maintain
to help finance our work, we gave over 4,000 pieces of clothing to the
needy elderly people.
Eye glasses are the next item important to our elderly people. These
are next to impossible to secure from the public we fare under the
present system. It usually requires a great deal of redtape, and in
nearly all case-s, the public welfare declares it is "out of funds."
Dentures are another problem facing the elderly people. In order
to secure them, the public welfare requires a doctor's statement that
to be without dentures is injurious to the elderly person's health, or
prevents employment. Even then it is a fight to obtain them.
TIE RELATIVE RESPONSIBILITY LAW

A law was passed in Oregon in 1949, amended in 1953, and again
in 1955, known as the relative contribution act. This law provides
among other things, that certain relatives must contribute part of
their earnings to relatives in need of assistance regardless of their
ability to pay. For instance, if there are 5 children in the family and
all 5 should be earning a gross yearly income of $4,000, with 2 dependents, all would have to contribute $20 per month to the relatives
in need of assistance. However, on the other hand, should only 1 of
the children out of the 5 be earning $4,000 or more per year and the
other 4 earning $3,999, the latter would be exempt from contributing,
and the I drawing $4,000 must shoulder the burden of contributing
$20 or more per month to the relatives in need.
Of course, the public welfare has made an investigation of all
5 children to determine which and who shall pay and how much. By
this time the entire family is grossly disturbed, and from then on the
family ties begin to break. Quarrels, bickering, even abuse, is the
result.
Our own
records
show
over 500 broken
homes in 4 years
directly caused
by the
Relative
Contribution
Act.
The public welfare, however, paints a rosy picture of collecting
$20,000 a month under the Contribution Act. But what they don't
show is the cost of broken homes. The husband deserts the family,
leaving the wife and children to thle mercy of the public welfare, separating the children, and in practically e ery instance placing them in
foster homes, and virtually forcing the mother to go to work. This
contribution collection of the public welfare is the most costly ever
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made, for the victims for the most part who have to suffer are the
children.
The Oregon elderly people and their families feel that tle Relative
Responsibility Act of 1949, amended in 1953 and again in 1955, represents it Soviet-type procedure in that it gives a State agency judicial
power without luo process through our courts. 11owever, the Multnomah County Circuit Court of Oregon has declared the Relative
Responsibility Act unconstitutional. Tie final decision is now pending before the State Supreme Court of Oregon. '
After 6 years of research on the problem of our aged from the grassroots level, we believe that a just and fair solution to tile problems of
our aged and their families, especially those reaching the age of 60
and over, would he the following:
1. Increase social security to $100 a month pension for all men 62
or over and all women at 60 or over.
2. Eliminate the State public-welfare commission insofar as the
elderly and totally disabled are concerned. Checks to be directly
issued by the Federal Government.
3. Pay $100 a month disability allowance to the injured and totally
disabled upon confirmation by competent doctors.
4. That a widow, 50 or over and under GO, whose husband has
received social security, receive two-thirds of his social security immediately upon his death and continue to receive it until such time as
she remnarries or qualifies for her own social security.
5. Appeal to Congress to outlaw once anld forfall tlhe State Relative
Responsibility Acts. It has broken up hundreds of homes in Oreton,
alone and invariably throws the children and mother on the pullie
welfare.
God gave us an abundance in America and we have created a scarcity
ill food and clothing for our elderly and needy people. Congress
should provide some method whereby tle surplus foods we have on
hand could be distributed to our own hungry, needy people.
Thank you.
The CHAIRJMAx. Any questions?
NO response.)
4he CHAIRMAN. Thank you very much.
The next witness is Mr. Edward D. 1lollander, of the Americans
for Democratic Action.
Proceed, sir.
STATEMENT OF EDWARD D. HOLLANDER, NATIONAL DIRECTOR,
AMERICANS FOR DEMOCRATIC ACTION
Mr. I1OLLANDFR. Mr. Chairman, my name is Edward Hollander.
I am national director of Americans for Democratic Action. We
appreciate tile opportunity to express our views in support of H. R.
7225. I will state them briefly and try to avoid retracing ground
which bas already been covered by the committee.
ADA, from its beginning, has advocated every step to expand and
stengthen our social-security system. Many of us remember the
beginnings of social security in the United States, when the country
was still deep in depression, and remember that it was always an explicit understanding that we would progress as fast as the economic
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Condition
of adequate
tile cotuilrty
would
permit.needs
toward
system which
was
more nearly
t(; tihe
country's
anda con)llnlellsqtl
1'11te with
its resOlc'Ces.

,me 19mi5 national convention of ADA adopted uimniniously airesolution advocating:
1. 14'lIther expillsioll of coverage 1iid belleil
iiiiultlr lite federally 3llilitliStered old-age idu survivors tiirllmilee pi'ograi toi'd
lilte goal f adcqmlute
coverage for lilt retired workers nill theih denilehitts.
2. Th hhIlsion (if ollrvIson whereliy old-aige andll sui'Vvoirs
elli. wit
be nide available to workvirs who become disabled before retli'ineit age.

We believe both tile need and tile resources ean ho convincingly
demonstrated now.
FIIS'. wIT1
The Joint Committe

oil

RESPECT'eTONEED

he lX'coliotiic Hepotrt recently completed

a searching inquiry into the extent

and prosperous

coluitry.

on

callses of poverty ill our rich

The findings of tlmt. inquiry oire, of course ,

known to yoiwr coliltee, but, I should like to cnl attention hero to
several which I believe ore pertinent. to It. R. 7225.
First, that even in these
times,
.prosperous
20 to 310 million of oilr
people are living in Conditions of poverty and acute wont. Second,
that. to a very large exti! their Ipoverl" arises fronl circumlistallee:
which are not affected by the general condition of full employment
and high wages. Third, that old age and disability are two of tile
princilal circumstances contributing to this poverty.
We should not, tolerate this kind of widespread and shocking want
along 0o1' people, and fortuilnately we need not. We are now ill a
position where we can proceed to' round out the adequacy of our

social-security progralis os we promised oltshelves in tile 1930's that
we would. The output, of ou economy in goods and services is

doble what. it, was ill the late 1930's.
u1r illdard of living has risem
by more than half. The outlook for tile American econiylv aid for
most Ameicans is bright. Yet there are some-too iiany-for whoNi
it is bleak, indeed, unless we take steps to channel sone of o11 aecumulating ecolionic gains to relieve their distress. If we do ]lot,
01 economic growth will continue to pass them by while yielding
or 11afind more to the rest of us.
This would be neither economicallv healthy no1 sound police ill a
democratic society. I think it, is delinst irablo that t le remarlkable
growth of the eeoiionry over the past. decade has been possible principally because of the widespread and eXpalnding purchasing p ower of
consluimers, which hits provided ai strong a11(] steady market, for our
wonderfully productive enterprise economy.
And I think it can bo demonstrated that the likeliest and healthiest
directions of further growth lie in, the untapped demand for goods
and services from some 10 million famnilies which, by tile standards of
tile rest of us, are underconsuning because they lack the incomes to
buy a decent American standard of living.
Consequently, all questions of Juinanity apart, measures which
will help bring these families nearer full ph1rtficipation in our economy
and in our society benefit the country as a whole.

For exalnphe, it has been estimated that, if all families with incomes

below $2,000 were enabled to consume its much food as tile average
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Amerihan fontilv, ie dem ml for food would be increased by Some
$" bill on, with colnseuent benefit to our fariters and il economy
gentraly.
.It,seems to uts that 11. 1'. 7,22. would provide .1 Illdh,. step ill that
direction. As I will poiilt out ii little later, wte think it is ill soilie
respects too iinodest, but w' believe it. wolid represett a subst ant ital
gain ewvel if it. were passed exactly as it, is before you.
Trhe (list inguished cli rnian of Olie (omimiltee ol Ways and Means,
II 11. It 7"22i oii behalf of I majority of his .olleagies,
ii reporting
offered eloini, et ad couvitIc ing advolacv of the bill, which needs ito
reiteration froll me. I Would like to alse soiiie points not explicitly
included in his report which I believe ale relevant to principal proVision. of the bill.
1
IrE.aIr

,

'it)

A NI) ii rix I
iCA1 . N'riY AI.

D W IIIKI1iS
DI\Il.E|ABL

At ally givell time there are in the 1'llit es, Stlats about -4 million
pe rsons witl long-terin disabilities, About half of theso are in lhe
working years, 25 to 04. About. 1 million are men and women who,
but, for their disabilities, would he employed. Many of these, of
and
couNe. have others del eideit or part ikli1 depemdeniton them,
their inahbiliitv to work is a major cause of poverty. It is no Wonder
itie's after witlnes before the loint ('omiittee on tile E othi,
l 'lporl cited the lack of di ability be'nefits as lthe most coilion
1101" ga) in tilie coverage of oar .oc'ial-security progiI'n.
sliThe
(rhiet Act na'v ol thie Social ,ecurit.v Adiilst ratciti icetitly
testitie'd before y'oU that under tie eligibility Stililards provided in
11. R. 7225, inchluding the nin innim age of l P, about 2,N0u,00) insured
th strict tests
Workers would receive heuelits. Without (,llstioning
of lpet'ntnet and currenlit at ichnient to tlie labor market. provided
in it hill. we caitnot support Ihi-, restrictolt of lbenelit. (4o persons 50
Veiirs or cov(el. Theretile less thant hll i as inny disabled in the workin,, .es belov 'A but tile iteed for protection is equally great-perhal s gr'atell. sIite tie yotlt g'r workers it!ore oft ll haIve yollng
Children de'peindent on tlhem. We ur,ge you to broaden the Coverage
of these benelits to include till workers w ho meet the other eligibility
requirements, without regard to age.
.;\: urge you to inclle deelie.iets* ienetits for such workers.
also
whose' family responsibility ies and
niiil
old-age lIs't.iolitt'.
ST tlike tge y
Inaterial needs are minimal, the younger worker Who is forced into
retirement. 1w disability generally hits a wife a1d, oftel, young l.hilali viied Iteeds.
dtl depetl;tt otl hint for theit' irnv
his children
'',,icillv, lite is paving fotl the, fatiily home and giving
tile atli IlttxiIIniittt.
,
li t ile when he fallly l xpellses
al edticiti(;tm tht
iot , Ite is 1tidelr heavy Ittedical expetises by
"l'ln,more likely 1
trell.Ott of his disability.
'Tle, arage fiictot'y worker drawing liability benefits wNohild i'
eligible for a p rliarv benefit. of something lehs ian l100 per tolith.
It. seem ito Is that e'ery consideration of individlItal and Social atle(ta1ey argues fcr according him the Same Supplemetitaty benefits for
his wifo lind deel dlelAt children as art iovided for old-age l ensions.
Ilis oblig actions are greater. his savings les', his period of need longer
To reduce the family to loverty nct oily.
than tat old age titiht't.
inhlicts hardship oil them but, by stllnt lig the futitre if lie family Ialld
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its children, leaves the country poorer and weaker, now and into the
future.
nl'IlfRlMN'Y
r AGE FOil WOMEN
In spite of the steady liberalization of the old-ago insurance system
for 20 years, old age anid the characteristic dependency of ol people
is one of the chief contributing causts of l)overty. It has beon repeatedly observed that incomes of persons 65 and oVer are very low
compared to others in the )opulation and, for a large fraction of the
aged population, inadequate to Sul)port a decent, standard of living.
Thlis is especially true of the two-thirds or more of aged people who
have no income from employment. As recently as the middle of 1955,
nearly one-fifth of people 65 and over were del;endent on public assistalice; that is, for practical purposes, desfilute. About ,10 percent.
were beneficiaries of old-ag( insurance, and foremost of these their
benefits were their principal or only source of income. Yet the average old-age benefit was only about ,60 a month, and at. the time of the
most recent. study the average income from till sources of married
couples receiving pensions was something over $100 pet month.
Reducing the benefit. age for women, as provided in II. 11. 725,
would represent a gain in several specific respects.
For niarried couples, it would make the wife, on the average, eligible for benefits soon after her isband is, thus reducing the ilelagi
that intervenes in many cases between the husband's retirement 1ti1d
his wife's. This would increase by 50 percent the couple's pension
income in the early years of retirement.
For widows and working women, it would advance their retirement
at an ageo when employment becomes more difficult and less remunerative. The low inci(lenco of employment and the very small incomes
of women in their sixties without husbands testifies to their need for
this added protection. We a gree, however, with Senator Neuberger
and with the minority of the Ways and Means Committee that benefits
should be made available to widows at age 60.
Mr. Chairman, there has been so much question raised by this business of the proposal to reduce the retirement age of working women
and widows, I would like to make one additional comment on that.
I think we have to distinguish between the objectives and the characteristics of private pension plans and public pension plans of this
sort.
One of the principal purposes of private industrial pension plans,
of course, is to kve) tie working force of the employer attached to
him as long as possible to reduce turnover, which is expensive and inefficient, and to keep his good workers on the job as long as lie can keep
them. So that there are inducements for him to persuade his employees to stay with him as long as they remain efficient employees.
A public pension system, on the other hand, simply offers an opportunity to those women who cannot find jobs, for whom employment
is uncertain and yields very litle, an opportunity to retire it they
need to.
I think it has been demonstrated over and over again that people
in this country would rather work than livb on pensions because their
pensions are so small compared to their earnings, especially in these
times when earnings are good. So that I think itis perfectly consist-
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eot to have iii our public social security p)rogltln i provision which
(10 and (12, even though in private pension
)ermiis women to retire at,

plaits for people who are employed, the retirement ago may be as
lighi as 65.
I N(II.AHED COVEIA(M

11. I. 7225 for filling in some of the
pprl, the 1)ro)osals ill
We
gaps in coverage of Ihe social-security program. But we believe that
on(e eoispi(iotis gap remains unflilled. This is he cutoff of $4,200 on
lieefits and to contributions. As the law now
earnings stibjeel, to
stands, no pailt of individual's earnings above $4,200 a year can enter
into t he determination of his benefits-in other words, th1e individual
earning $90 or $100 a week cannot earn benefits inore than if he earneAl
$80. 'l'his is a serious defect. in an economy of high and rising earnings.

In this respect, the social security has failed conspicuously to

keel pace with the changes in the economy and iii the capacity and

needs of the insured popiulatioli.
l'he original eulol at $3,000 covered the earnings of u1ore than
95 percent, of the workers subject to the act. Actually, a cutoff of
about, $7,800 would be necessary to restore the degree of coverage of
1935. Since then, wages have tripled or quadrupled, but, the cutoff
has been raised only 40 percent; so tiat. now it. just, about equals average weekly earnings of factory workers, leaving nIucll of tile earnings
of tile covered poltilation uninsured and untaxed.
Workers who have been earning $400 and $500 per month receive no
more tian 108.50 per month ii retirement, since no part of their
betefit forearnings above $350 )er month (an be considered il tile
mmiila.
We believe that tie cut-off should be raised to $7,200, with consequent increases in benefits and contributions. This would permit
same
an individual to earn a benefit of as much as $158.50. At tile
time it is estimated that raising the amount subject to tax would iore
than cover tile cost of the increased benefits.
In conclusion, Mr. Chairman, I would like to say that we are aware
of many questions that have been raised concerning tlie feasibility and
tineliness-very few about the desirability-of fite principal il'visions of this bill. For the most. part, these questions were raised by
the Department of Health, Education, and Welfare through its then
Secretary, Mrs. Hobby.
Mrs. Lobby, in a let ter site sent to the Ways and Meatis Committee
last year, raised these questions. Many of te points are relevant to
ststhe bill oil are now considering, though it is hard to escape tile
picion that many were included for tie sake of political rhetoric. In
what seemed nit effort to obstruct, rather than enlighten, the then
Secretary proposed a "study conmission" such as served her so well
to delay action on Federal aid to education, without offering any constructive advice or counter-proposals, pleading ignorance on it subject which had by then been before the Congress for 6 years and was
actually passed by the House of Representatives in 19-19.
Medical Advisory
We note also olpposition of the Chairman of tile
Committee of the Social Security Administration to tile payment of
benefits for total disability. This has since been echoed "by otler
spokesmen for tile medical profession, and it would be surprising if
78192-5e1--pt. 2-8

this wtt iot, tile point of vie'w oft the Amici'tan Mt'dital Assot'iat ion
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elety, American Society for the Study of Arteriosclerosis, Research oilAging
Conference, Cosmos Club, Washington, I). C.
Past teaching ptsitions: Assistant in anatomy, University of Chicago. 1917-19;
assistant it pathology. University of Chicago, 1019; associate iti allatomy (histology), University of Chicago, 1020; clinical Instructor ili
medlclne. Rush Medlcal College, 1i211-2T; ssiRtant clinical professor it mellelite, Iuth Medieal Collegi, 1928-35: associate clinical professor of medIcie, Iltmrh
Medical College,
1935--48; research associate, Department of Chenistry, Uilversity of Chicago,
1034-38.
Pmt appolnl cents:
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in Health and Disease. Edited by M. S. Wohl and It. S. Goodhart. Lea & Fekegis,
Phiindelphia, 1955.
Dr. S'r'oiLITZ. In the first place, sit, the reduction of retirement
age of wolnen front 615to 62 ignores the trends of changing longevity
manifest in this country. Women have approximately a 6-yar greater
life expectancy than mn today. If any change is lade at ali, logic
demands that women be consi(lered ready for retirement later in lifo
than lfell, not. earlier.
Vital statistics data for 1953 indicate that an average white woman
age( 65 can be expected to survive approximately 15.3 years. Men at
the ago of 65 average 13 years of survival. At age 50, which would
include those who would receive disability starting at age 50, the life
expectancy of women was 27.3 in 1953, or 4 years greater than that of
men of the same age. At age 62 one can expect all average survival of
17 to 18 yearns for white women. Among tlie many deleterious consequences that enactment of such legislation labeling a woman as unfit
for em)loymcnt (or eligible for retirement at. a younger age thai at
1)resent) is intensilication and acceleration of the'sense of uselessness,
the sense of being finished, the sense of being old. This feeling in
either men or women is in many respects the greater tragedy of age
rather than economic insecurity. An awareness of uselessness is the
primary tragedy.
This awareness is already a serious emotional problem which contributes to the rising incidence of psychoses in the elderly. The mental
disorders of senescence and the seninm, as you vell know, are overfilling hospitals for mental illness so extensively that younger individuals cannot get tlhe care which is necessar-y. (Please note referonces 87 and 98.)
Disuso consequent to premature and unnecessary retirement Colltributes considerably to the degenerative diseases of later life:
obesity, diabetes, mental deterioration. (Please note data in references 87, 129 and 136). Anything which contributes to individual survival without contributing to the national economy tends
to destroy morale, and morale ias a very decided affect upon physical health.
It also intensifies that very acute problem which may be labeled
"when should parents leavohome?" Namely, should aged infirm
parents continue to reside with the children "of the younger generation? Once an elderly woman starts receiving social-security
benefits, the tendency is to move into the household of her clildren. Two adult generations do not survive well together. The
price paid in intense emotional stre s for both generations far exceeds the benefit of a few paltry dollars.
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Iower retirement age of women (or men also) intensifies the low
esteem for ago aMid therefore for maturity which exists in the United
States. Hero there exists a nearly rivers l intense fear of age.
Ago is considered to be the equivalent of ai loss of youth, a ideprociation and i decline ill anticipation of denth. There is almost no
awareness or recognition that aging can be atit should be a question of continuing growth of pers6nality, knowledge and wisdomin.
Respect for age and the aged generally parallels maturity of
culture. Mankind is still vet\ immature aid limited ill vision. In
tie concept that might makes right we see revealed tile juvenile
eitl)ltasis of physica I force. The ol(ler ani nore
itaure cul'tres,
such as that of the Chinese, take greater cognizance of aging as a
(levelolmental factor than do younger, aggr('.ssive cultures such as
our own. Il the early pioneering Thays ill America there was little
time and even less l)atience for the inirmit ies of age. This l)attern has persisted. Our culture places ati inor(linate vale and
emlphasis on all that is young or that which is new. It is missumed
hat new models of autonilohhes are nece'sarily better vehicles than
old ones. Aging is considered to be a process of wearing out youth
is idealized and held in the highest esteem. The idolatry of youth
and its characteristics, such as s )eed, certainty, aggressivenesS, and
noisy self-ex session has reached such heights of absurdity iin our
American culture that. recently Philip Wylie indicated America as
"the world's first pediar.hy',' wherein youth and children, by
domnimaing their parents, ha1ve seriously distorted the American
concepts of edlicationl, discipline 1111d maturity.
In our idolatry of youth and newness Ave iltensify the sense of evil
associated with age. Age is something to be feared, something to he
.ishamed of, denied and shmnuned. Tiis results ill ludicrous, incongruous efforts at the concealment of age byi all sorts of decit, including
much absurd reliance on cosmetics. lhut let its not be too free in
damning this as evidence of unrealistic vanity; ill tile present cultural
environment alission of age may constitute a truly serious barrier
to gainful employment. The nmomentum of a cultural heritage is not
qmeckly overcome. The aged are rejected anl often dish)laced l)ersons.
Tile adivice of elders is often resented. Judgment, acquired only
through experience, is held ill low esteem. In these (lays of speed,
action too often precedes judgment.
Enactment of any legislation which daimns ant individual by labeling them its old anl ready for retirement intensilies this l)roblem, and
thus intensities mimm1y of tile emotional stresses of later maturity.
These in turn contribute to the alarming increase ill incidence of
chronic degenerative disease, including involvement of tile brain.
Such legislation interferes with opportunities to work; eml)lovers Will
find an additional reason for not employing older individi'lls. If
younger workers are available and those over 02 can get their social
security, why should they be employed? 'And, yet, they can be most
significantly' productive. This enactment of tlme revisions of I1. 1 .
7225 will iiereaso the prejudice and the resistance of employers to
utilizing more mature personnel. It is Aevere niow. After World
MVar If? the Veterans' Administration reported difileutly in l)hacing
America-The World's First Pedlarchy, Pocket Book Magazine, No. 1, November 1951.
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veterans 35 years of age, because employers felt they were "too old."
(Please note data ill
references 15051 5iA,
68, 72, 87, 1)8,
1,13, 1,49.)

1'eriiit this attitude to spread, this colicept that, the oler individual
is no longer competent, and it may even jeopardize the election of
older elected oflfcers in Government.
Sellator R.\mAuixv. You have got some proof against that theory
right here.
Dr'. S'rl.oi.rrz. The exception of eXcepltioilly except ioniall
men
liereilv proves the point.
My 'objection
tile
new section oii disability insiranee arises be,.aMsO
it pilsyplito inito
disalility.
le previous witness testified that this did not delay recovery.
However. there isaniple evidence to indicate that wherev-er there is
prolit in remaining disabled, it delinitely and decidedly retards reCOve'v ald ofteii inhibits. any efforts to 1lake recovery., (Note data
P. 11f in refereiee 87.)
Some of the more obvious absurdities of tlie veterans' disability
and other beneits are now being reviewed by a Presidential Commissioji. 1 suggest that tie committee obtain Ioliie of these most sigilict'lu|
recelit tiiidings.
This proposed legislation completely ignores the importance of
absolnitely essential efforts toward healIt required of the individuals
if they are to avoid preniat ure disablement because of chronic progressi'e disease. The bill contains no reqluirement whatsoever that
rehabilitation or efforts to maintain health are necessary before disability payments tare inade. It seems to be assumed that most disability arises from malignant forces over which the individual has no
control. Such iisstllpt ion is invalid. The vast majority of disabilities in the later years of life are consequent to a groupi) of progressive diseases which llre essentially endogenous, and amenable to
preveiltiol oi retardation ollNly t ll;uighl individual self-discipline.
'hio payment of iiioney for disability without efort.s toward jpublie
education in matters pertaining to the maintenance of health, without research, without preventive programs and rehabilitation services
is futile, wasteful and detrimental to the public welfare. I refer
you to references 59, 62, 70, 73, 77, 87, 92, 98, 99, and especially 129,
135, and 148.
A~prently there has been great dillieltv il attemipting to deule
lisbiAlity, Ihl it)
the billas,isnow w-iten'b~v the House and in the
discussions whiehhave been reported in the press from vour hearings.
The question is:When a man disabled or when is a woman dmsableli? Fundamentally, it is when the individual quits trying. We
imst.remember that, the delightful hIuman comedy, noteworthby for its
tremendous insight, "Life With Father," was written by a ina1 who
was bedridden with arthiritis; he could piek at a typewriter,r shung from
a frame over his bed with one finger aid no lore.
Was lie disabled .
)isability arises when aii individual quits trying. And, ifwe make
it too prodtable, we encourage quitting.
As the definition of disability now reads in the bill it could be
interl)reted as including chronic alcololisll. vagrancy, and valious
kinds of addition, either to drugs, indolence or to alpatihy. These
States would constitute disability as the bill is presently written.
Compensation boards for industry and for the Vet ians' Adminishlrtion have struggled with the pr-oblem of defining disability for
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years. Logic had to be forsaken for arbitrary rulings. The present
law could but add to the confusion.
Aly primary objection to 11. R. 7-225, however, is that, in my considered opinion (to bill is detrimental to the national welfare. It encourages depreciation of the moral fiber of this, our beloved Nation.
Any prolonged or excessive paternalism, no matter how benignly intended, is perniciously corrosive inits consequences. Excessive dependenlcy retards develop ent of maturity in personality. It is immaterial whether de)enidency is continued, or exaggerated within the
family as a child-parent relationship, by the church, or by the State.
The net result is a retardation of growth; a vitiation of maturation.
Inunaturity is characterized by failure to accept the inevitable inseparability of privilege and responsibilitv; that every responsibility
const itues t privilege and that every privilege constitutes a responsibility. The most serious consequence of generalized inimaturity is
failure to accept the responsibilities of freedom. As Eric Fromn, in
his significant book, "Escape From Freedom," published in 1942,
pointed out, people, the free peoples of the world, are act ually seeking
to give up their freedom because of the responsibilities 'involved.
People are seeking paternalistic support, or a state of dependency, uirealistically believing they canl retain true independence siiiultaneously.
Thus it is no wonder that there is neither solidarity. nor conviction
in our psychological warfare against totalitarian regnies. Without
necessarily being aware of it, our opul)a)ion is asking for a coatiniiuiation of dependency rather than true freedom. The constant reiteration of the need for and benefits of security is fundamentally dishonest because there is no such thing as security ; it is a euplhen'ismn, a
myth begotten of childish wishing. To promise security, social or
ot herwise, is to promise a pot of gold t the end of a rainbow that
doesn't exist. Of course, everybody likes Santa Claus, but only children vote for him as being real.
If the Congress wants to keep the people of the United States
immature, it,
can encourage it with paternalistic legislation. If we
want to l)uild a Nation of more mature people there must be, as
President Eisenhower has said, a resiunption of the sense of responsibility for self.
The results of governmental paternalism are already showing in
many ways. Early this year Captain George Raines of the United
States Navy reported in Cincinnati the results of an extensive study
of discharges from' the Navy for personality reasons. In brief, gentlemen, there has been a tremendous change in the attitude of the
young sailor, and the number of discharges because of unsuitable
personality has increased conspicuously. Whereas the boys formerly
asked, "Is this right?", they now ask, "What's in it for me?".
Apparently we are developing a population of "gimme glys"-give
me this and give me that. These are boys who grew up since 1932.
I view with alarm the threat of irresponsible self-interest when this
present generation becomes elderly. Their demands may become an
insurmountable burden.
Perhaps it is time to stop, think, and question whether continued
enhancement of the survival of the relatively unfit through dependency and the retardation of their maturation of personality and sense
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of responsibility consequent to pampering paternalism will not ultimately jeopardize the survival of the more fit of the Nation.
This, in my opinion, is the greatest menace of the legislation under
consideration because It is unrecognized. Though subtle, these forces
are most decidedly powerful.
fRather than destroy or inhibit responsibility for self as this bill
does, I would urge the cultivation of physical and mental health
through instruction and example of self-reliance, self-discipline, and
self-esteem. The encouragement of work in later years can contribute
much more to self-confidence and health, which includes happiness,
than dole-like money payments.
These the bill tends to erode.
Thank you, sir.
The CIIAIRIA.xv. Thank you, Doctor. You have made a very interesting statement.
Any quest ions
Senator ]LIiKLEY. Doctor, you said you were not speaking for the
American Medical Association, but are you a member of it?
)r. STrIE:oI.Tz. Yes.
Senator BAIMu Y. You
sir. are not speaking for any group?
Dr. STI:oIirz. No,
Senator BARuEY. What experience have you had in your caplacity
as a physician, either in l)rivate practice or in public relations, that
compels you to (10 the rather unusual thing of coming in your individual cal)acity, in your own name and right, to testify about this
legislation'? Have you had any membership in any organization or
any experience that has brought it to your attention forcibly?
rThe
biographic (lata contains the evidence of my
qualifications as an expert iin the problems of aging.
Senator BAIKL Y. Your biography gives it all, but I haven't read it.
Dr. STiEOL'rZ. Yes, I realize that.
I graduated and started the practice of medicine in 1921; I have
been in the practice of medicine since 1923. In the last 20 years my
major concern has been with the problems of aging.
1 was for a l)eriod of time at the National Institute of Health in
Bethesda, setting up the first unit for the study of gerontology. This
unit is operating out of Baltimore. Gerontology is the science or
study of aging, In contrast to geriatrics which deals with the clinical
application of knowledge to the diseases of age.
My text book "Geriatric Medicine; Medical Care of Later Maturity"
is now in its third edition. The appended bibliography of research
and other articles includes approximately 150 publications largely
pertaining to this subject.
I have taught at the Rush Medical College and at -.ther universities
and medical schools, and )tld and hold a number of consultive positions.
If you wish to know the societies of which I am a member there is
a long list; they are all sicentifle organizations.
Senator BARuLEu,-. I just want to get the general idea.
1)r. STIuMTZ. My qualifications as an expert in the problems of
later life, both psychological p-hysical and sociological, I think, will
be revealed by tie bibliography.
Senator B
You paint a rather pessimistic picture of our
YiuKJuv.
current youth.
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howoer, ove11ollevot, flIII( H 1.4fellsilliv unit 11Way collid loo rdillill it)
livolkilelt the lio 14) lot-1-11M .1tilillpli'lln
jolly the full liveldillill us wokild be the clise

varning ovev fill,
We feel Sure that It

lit 11111111OVIII0111X110i 11H 0111"t it)
should olve lit, svif-vintiloved unit

Illuount required.
Is your varllv 41

dt'sive it)

prolvel

alld did illivolls and

On'll. flildilles ill youl. condullully unit filly really.ing oul. prolliold unit 11111.41.411111
will lilt slievessfill lit finding tho way and rewal-dilig 114 by tho gooll news (if
prograin It,%' vill ig
it lilt lictiolt (of Illp lit'XI
Invillsiolt lit tilt,
sessiolk
Illvast, lievold lit advallve 41111. 11111111%.4
unit livell 1111111-evidtion tit yolic vil'ork lit
41111. lit-111111'.
POIX S. Polite .1p., Ulk(key .1knillolly .1invilln. Oilgil Day Motion. Nill.
.1. 1.4. Ildrovill.
drell Vol.1hel, I'varl NI Slinklo." John
41. 11. liel-L!vroll. L. Johnson, .%. .1k. Itollillsoll. .1k. .1. livi-IIIIIII, E. Ij.
W. 11. livyllolds. Udg.-Ill. .1k. ltrowil,
Thorn. .1. .1. 111-1111,%vick,

("onvalt's.

it

C., Pt
The Itollol-11111o 11%Itltv F, BVIto,
it'll Sli ill!) toll, 1). C.
( 'hf# hwin of, Climnlillco, 11#1Pillallec. I'lliti'd Stfiles
%.%
: Lil"'I NVI-MiJohn 11ofel. of Previdall. S. Dilli., villied lit illy
Pril
Nlt,. Cll %li,%I
114,111111s.
villve wlilt rt'l,111-11fit old-IlAt. 'Issi'lallve und Slirvivors 111.111-1111co
Mr. 1141fel. ro'llivil I'voill 1,;II-Illing ollel-1111olls
vals ligo 111-lor its the 4,11110.
('1111110YO1 unit
Illelki of logislalitsil which proVidt-41 111111 119110111111-01
sell, vloilloyt.d. wel.l. I'liglille for Sim-fill seelli'lly voverugit'.
Mr. 1111'er, along whll oliki-l-s in tilt, N11111v vallegory. fol-Is that lilt Injils(Wo Is
living tit lilt' 141 Ilivill unit 1110 they Ikow thol I livillsel v vs null bit, (it Nevilk.t. tht- lovilellill

or thp avi.
1% It'%%%,
giving vollsidt'rallon lit legiNlittioll IlIkkelliling flit.

wollid exillore tilt,
If the 4,41111111111(ve
Stivial '81.4,111.11y.%H. 11 would Ilk'
possiblillics or proOlling it Int-1111)(I14, v\11.1111 coli'vilge it) our vider vitizells Ill
WN gnmll.
1011114-4 regards.
IN %SCIH VAMr,
X1 nalw, froolil 'N1011111

'ITXAS FARM 11URCAU,
brull I'll 6. 19,116.
Wflo-lo.Tcx.,
flow Lysoo\, It. Joll.\-sox.
to/ Textis.
Scilall'. 1411114,
11,11.41hig Ion. 1). C.
143u la Sms : Th6 Is In WW"A W IhP movialmmurRy Ilrograln. Faviners lit
Texas. its I IIIII Sure yon linow, are not lit all salisfivAl with the existing soolillstwill-ify 111,41gl'unw.
I have illsellsst'd (ills uniffer \\,fill county fill-Ilk livollh. throlighoill IlIv Shife (if
Tv\ds unit tint ninjority of thein lind IhW to woy ulmnd smInI sN*rHy. Flkwl of
till, If soclill-st-vill-Ily 111,0gplitils HVII
for flivillers, Oltly slionlit liv tilt tilt
tqdl"nnl busts. noll o;I it coullillislory Ilask.
Tvvks Clvlllvv ,k live Illso it lilt dollillfill of the sollililluNs it( the tll-,Iklllllt.%* 11111101ts
11%11. It. "I'1'.1-N, We art. aft-11111 onve lile provision is 114141111vil. fujill.t. liollilval

11111".14111*0A
Could vt.,.,y vamlly reslill Im it "cruille lit Ilke grave" sevill-Ify prograln.
Mlolhor very lullworlant Iloul Ilkill farillers live Very 01,411014,41 abillif I's fhe
COV01,11914
of favillworkers.
\S Von know, Illillor existing flow furillerm love 1.441111ri'41
Ito keell
till evi-ry villilloyet, Illred 41dring fill, year whivil Ilk- ItIlys Its 111111-11
um Twk
Mdx orp"ninly o."WhMn Imniship In thilt It Ivillilre'; so Inklell Nwohli-vell.
Ing for ille 111MVIIIIIIII forluel. Illiving it Nellsollill Iliki-w-41. Ill faul. Solliv fill, ovi-S
Noy It how tweii Idevessitry for (livill 14W(111111loy1114111
Vill till N 11)
Owso re., ptls.
I 11111111i
(film 11111(ter N vallsing Inore illssullsfavIlon dulling faviders thull lilt,\- ollit-r
provision of the prograld. I don't I'M thill favidwovikers should volln. Illitler ally
Novilli-sivul-Ity livograin lilt( If \vt, Ilre PoIng to bnvv " Inw whWh bringm Mon Inider
the
IwIlolit't, I think litfore they lit-voldo vilgible flow sochil sk euplly,
they 'Aholild \VtlrK- (tip it farlder
ill Wast it() tip '40 olitys,
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this workday provision into the regulations, theii an alternate would be to ri.'e
the iilhitlui
to $20) Instead of $100.
As you know, the soeial-security taxes are selieduled to he Inerealsed during
the next 20 years until they are (3 percent of the net Income for self.employed
and 8 percent on payrolls. II lilly olihlloll, If this hapliens, thils wilt not be u
pension program but a welfare program Instead. II fact, tihe way 1 figure It, by
1975 a self-enloyed fariner willie paying more soelil-seetrlty tax thaln Icome
taxes.
Anything that you can do cotacernilg thae Itenas I have mentioned 1i6v, will
certainly be appretlated by myself aunt lit farmers of Texas. 'rlattkilig you III
aivance and looking forward to seelig you in the future.
Yours sincerely,
J. WVAITEI{HIAMMOND). PIrTS111nt.

.Xx:N%
Ymmlt33~,N. Y., l.c bruarrli19),11056;.
IOn1. VA1TH F. (ThFallE,

United Sltllc$, Se'llole,
Washlaoton 25, D. 0.
My DFAR SaFN.A'roit (:oitr:a Since the social svellrlty law Is blcing changed.
wilt you please consider service-coaa ect i'd disabled veterans %ViuhIntave lassed
Wi years or age, anaad
have sodh'vetermins iltlded in the sot'li Iauylnaelts?
For nany yalers I hlave been a registered voier from (eorgia aid aamaaembater
(f
Ton lloilis Post 3-1,Anacrican lgion, Forsyth, (iaa.
I am It se'vict -omaected World War I veteran andaareceived it stanill iaetson
front the date of lily discharge, Miarehl 10. 11)20.
At present I receive a monthly peol414a if $101.95, oaid have to sllIort lily wife
anti self adl ineet expenses. andaal
try its hard its we call, It 'catllotbe dole.
Ona April 28, 11930,I received orders to report ait Moaiat Alto laloslital, WAshI
Igton, D. C., to be exainel for retirement as t disiahaled ex-Arnay olcer;
tie exanainations were cont iueI lunt II Maay 2., 19u30.
before leaving lount Alito Ilosliltill, lay ward 31. 1). told ile I had nore
than enough skina disability than to retire ale, and I called oil tiae coillllnallig
oflcer there May 27, 1)30, he hall his secretary to baring i nlly service folder
after looking it overhe said, "Yoau will sloa lie retired and have i laew persice.
tive of life."
Tiae exaiinig board ruled that my disailities had not thel reached the sitge
to ie retired.
It was conaiion knowledge that more uen fromt the Meulleal D~epartaent hlad
received their retirement thia front any other traxiel of the service.
Soiiae of these aiaeaa
laad a slight stoaich trouble, but were retired.
I itanagcd to get a written report froat the Chief Clerk, War Ielrilnent,
alaout my condition at Mount Alto Iospltal; tle report was so awful that I lost
11o timne Ittenaploying a New York lawyer, anaad
sited tIha United States for $10,00),
the anllnt of iay life Insuraae, policy; we Cillected $tI,(Xx) ia the lalited States
Court, Southern District of New York, bit lay lawyer got 10 Ilercent as his fee.
I need your help, and I shalt thank you to consider liy case.
Yours sincerely,
Jes St. RIcitAmiiON,
0-,19 154.
SIPRINOVIV'I.D. MASS.., J ebritalry 10, MW5.
Senator lawvpaa-rr SA.TONNTAL.r,,
lVtlhiagtol, 1). C1.
I)AN SiR: While oaae's laylig ant a hospital lied for soitaae length of tliaae hae
does a lot of thlnkilg; therefore, this letter.
Preamble: I am 70 years old, self.emaaployed, same line 40 years, ovta ia. Ouiln
hoie and a few aere of. ground; holly, berries, vote us a Itellbliclan siace
I was 21.
My doctor says I must cut down on my work; I would like to cut It. In half.
I colihl have collected social.security 5 years aA6 but cannot live oi that amount.
$108 per ionth plus $1,200 a year. Any aanoalat you earn over that you are
penallred $2 for every $100, aceordig to folder OSAI-1.54-3; If I earned
$2,080.01 In a year I lose all payments. Is that fair? There are thousands
In the same position as I al lit. My Idea would
be to rase that $1,200 to $2,.4t)0
1
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tlie (5 -10 year period and abolish It front 70 upward.
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Thenlany mney

learned wolil' h Itxed 11.;
lIncoiiie 1es.eIe'. exetions,
i
11o peially oil your
svil-seill-triy pallienits.
A Senator froni M.oul NOrn
i or has
1 1lh41 a hill Itoitolslitile$1,20) tit
65 years.
Adiliilitratoii of funds
l.h social security. We all pat Iinour share, as more
l'oil eare hllded, (lhe take 1taltes
eail 5 yea1'i
to over Iicreased costs.
Bunds

at 2% percent.

These oidst are for 10 to 15 years, it certain a11ou1it
of tax

imoniey i1musthe used to pay this Interest, a1nd redeeim the hlonds ait ninturlty.
,very txpayer islippeded oi thiaut d(e11.
If 60 iercelt of the stahlilizing fund

oul111put Ito lionlds of Am11erhin 'Telel41one & Telegradh, )u1Pout, Mlonsanto,
OCleural Motors, 0' tinybodllS thai Wollh earln 5 perceilt,
or even 3 I5rseit

1id where the tiixpayer was 1ot called upon to help reileem them suith 11s
1Uiilclhlal1,
State, or County loIds, that iiterest Imniiey would save niilllo,
of dolliirs over it jieril 'f years and the payments couldhe Inereased or iiuoiv

pople liellilted.
I helleve it prograli such as I hlave outihed Coluhl he worked out1, It would
treat every person in the sehill-seclrlty bracket eqlal, and give a lot of people
who are less fortunate thanl1I aiml.front ll*ivig lii 110 room li order to keelp
body and soul together. Each party, Rtepublican aud ieioernt, ar, trying t
get a lend11
oe cach other to inIress tie voter. Tlits, I believe, would help the
Itpuhlleanq to stay11 power.
Trustlng I 1iive nolioedI0r you, I ili,
AROLD
II C. LA.IIlET.

WAS1I1No ION SiAT: FAIlM IUIIREAI,

IlSlt1N,
C'onlgresslan WmAIoT
lHouse Ofih'r Ihtildiug,
1l'toshinglo, 1).U.
I):A1tWAL: It Is our 1iiderstandhlig thal 1lie villate llinnce Coinlillttee lhils
to report oilit Ia
hil to amend the Social Security Act. Farlm ButreaimIs very conlcernetd over sole of the lroliosills to Ilierallize Ileimu'llsli as et forth in If. It.
7'25 and we reeonllnelld tiat Congress estallsh a1 colailssoni 1to
make t coim-

iorehensive 1111(!
Iupairtial Investigation of t10ll problem before lilly further action
is taken. We are oil)oscd to 11ny llberalizatlion of benefits which wouhl require
tillIncrease in social scclrity taxes at this ithle.

As yol know, the ('overage of faru itioi has created some terriflle difficulttes
In reltorting and record keeping where transient nd tiart-time workers are
employed. This irolilei Is eslelally acuite
lit fruit and vegetable areas where
s0 illanyof these casual workers float
front olleenployer to another. 'Thie cost
a11d t 11te
used till it record keeplg is i1 ig burleit oil all employers but lost
esleelally ol tle snall or average-size farm.
We orecomnilld tii
theiet't be nniended to nmake this provision more workable
b1yeither (1) exemptuhg workers who work for I employer less tlali 60 days

or, (2) raising tie Ireselnt exehption of $100 to $20). We think that No. 1
above is by far tile
hest answer hunt that No. 2 would lie better thai at present.
JFurtherniore, we recouumend that all casual (ay laior working onla piecework

iasis lie collietely telllinatIed insofar as record keeping, withlilnlig or reason.
Ability for payments toward social-seurlty benefits for such worker by an
employer is concerned, and that s1(,hworkers ho -lasslilei as self-enmployed and
lie given lierillislon to COie nider social security as self-employed persons oil
it vohluntry basls.
'These reconmeildttlonni are lit the 1056 Farm tuirean resolullons and we seek
sup1pirt In making the adlininlstration (ofthe Roeial Security Act. workable,
practical, and sensilile, I wish to reemlilmaslzo thlat the present provisions of
the act and the present adini1stiatvo ruling. are most burdensome upiiO the
small and the family size farals. I an sure you recognize that this IR a very
Iliportant matter it inny sections of our great agricultural Staute of Washi1gton which ranks No. 1 In the Nation 1Inprollucilon of apples, holps, and dry
peas;

holds
second place lit production of pears, allcots mll filierts: third place

hInproduction of sweet cherries, grapes, anlld
prunes: fourth place Ili roduction
of cranberries and winter wheat: fifth
place Ii produellon oifalfalfa seed and
all wheat. It is interesting to note thai Illinois now ranks next to Washihgton In
hirodlletion of wheat as It holds No, 15position In prodtetlon of winter wheat aud
No. l Iimiti ini prduction of all wheat.
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telti-ty
his titellIj~t ito aliiead th S41t'1 Zo'lal
Formi ilreau urges your supp~jOlt 1111111
Act lIt 1050i.
silawtrely ytours,

~ ~ ~iltie'I
~ 01~

Oh
BYiseiqi
Holttd P.uai
MA

liiI Il'shntn

1). (1.,t Peru,1,M

I.

$tameli

1936,l

'

HaARRY I~nt1oad lkei't) Moraosl tll alleilldlilllt 14)thet pr( st-lit soilalltyla
Ieu which I wouildl aluliretlI' havingl liluduld Ililie twill whichl is

lt'i Ble
NvliltI grllais low-I licille it' Illetrs till opt)holit ilv Iltu (if rt'poa't lag. Whe
farilier's annual gross fileolt Is $1,800 tir less, lit' bis optiono or either reportlng his ie(t ait'onw or 50t ls'rt'tlit of Is gross. Itf1hIs g rtss Intomeit t'Xct'i's 'A80)
iit
this ttpt tonal proilsiont
than $0t00, lie' laly report $000). 1 have bieen Informeditha
I tpt-'ra,41Lal
id t tail Ia riia'r
liau..liotii lIitepreted its nip~~lylaig onlyI tol Iliilllu
alitagt' ill It.
Itey havet Just timlst' fotr iltllipliltail. 'lTerte arlilt'l HIMhillSst ii itt'es
andil I tik
Ill it Jil it ill iraiii )1 1a11t whoisie
mnorteli
frai faant lle arit i'iig't
whereti't tw itor'

ltIe laitoinles, aftt'r tiltisttii, do0Iot JIast Ify NOitiII-set-1ai-itysuiNivit' ts1. It wtintit
Seethiia
it thesseoptile lire iit tat-el itltIt led to tilit, lit'ilfl of t hbs spetitl provislion as tire thotste farmaaers who tojt'iite otll l i vhritunl liis
tovii such
iiitt'
I tarry, I hlthaI iit ytiur ttuiiil it ti' will sete llt t) lililtt
ats I have suggtesttd-tltalluiy sot-laI1-st--il-t y 11lt Ytou might re-portl. Youitiiuay hte
slar tihat I will iipht'tlatt' itty tOUiiaisltttl YtOi Illglit glt' to t his retluest.
With kllidest ls'rsihiil regartis,
Sinceerely yours,
MILTioN It. Ytit'Y.
Ct'o

lHOt.

HlARRYi14. BYRDm,

IaoW1Hv I PllllgFAaiMS,
Itbiai' 28, 1.156i.

ckil', Iii.,

(11(1 llluln, Coenil~t' oil l'iuiiiiti.
Unitedi Sittos Stinlt, Wa'lshingtpon, D. 0.
DE~AR
StFsAT Oi BlYRD I iot0 ytlr Coltiiittee Is hioldting hetainlgs onl It, It. 71,125
tat regard to Not-ith setitrlty.
I iim st ronigly op)ltlsed ito anty brontdening oif Itt'ilts. T[ito provisions arte
already amotre
liberal tlata tilt origial law providetd. 'ilue proilielits seeii to bei
trying to make a catchiall law. that wilt provitde for aniyoane who net'ds. bel1l).
(ranted thero are people who aned help that tire not tovered4. I amasure other
Illet'ils 4.1ai lie fiutil to help t hemt ((here always have Iut'on). 'The cost. of this
prolloseil program ill heoterrlleally Int-reaseh so that I fear It willI be more
thil dIoubledl Ia it f~~ ye~ars.
illas hts a large iiiequllatile buurdean onl our younger people. TIhiey will have~t
'flas is certalialy nkotmy Idea of fair play. Is
to pay lonellr tit at hIgher rate.
iioliital expedlleney Iutro Imalportant thioa fair play, tomouilstllse or t'iotioaalt
soliaiaess? It looks frtou here Itlit stuite tint' Is Iryhaig to buy vttts with o1ter
sttop lte ratve t) gIvt'
1 t4t01t11 ik It. Let'S St't If wtea'
latNJI10'S 11uoute..
I believe, oeial Security for farmers shuoulul be oat atvoluntary biiis or alit ait
aill. TIho farmer Is itTereitt from tile workingani, 1w Is at capitltist auttlI puts
aill be(,makes back iauto his buslateSS SO that lit' Will lie seure hit his (tld age,. lieJR deprived of fromn $200 to)$30411) worth of capitial lit liavtaig to pay socIal seturly
ta~x u penitilaig Oil Itls tIcome and
utI
ite rate of interest lit' limu to pay. TI'bIs
w.ill bo more thn doubled when the rate of tax jlit hats tto pay gtii's upl.
I am" eateloslg it tattemienit I Itllt'e andt-seat You at copy soltit' timet ago. I
would like to have tils letter andi stteit'aiet put lit lie record tof yourt eoatiililtet'
Jivariag.
Yours very trully,
II. It. T'lbwaaltitm.
V'en.~ock, .lI1imi.
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l'vitty to reireit. Evety vent theoy itve to imy Ii titxcs itokes It hairdert for thintlt

filvmi't
bttr

to do 1.
2. Siciat switn-ily. its set til fr.i fitrantetrs, itow Is greatly tt winldfaill or' gift to
fiiny he'lp or pt'lsiin mt alil. 'Pit locseti
oidn'n' rtillertt's : itiatty of tilt-Ill (t)o]ot t1c44d
lIt-I is
oldter fit tlunis Inl for pracil'iiy nlothlng. It is lite
priivisiiiits of tin'(m
thiat will hilt' tip lilly tilt, l1ll. What
yt'tttgert iwiilit atndt4.1ciiilt ye' inrt
til) I Ititt wt' haveo it) ile sit tttit01
l
111
Ioutr older gn'ticrlt t itiiitIneartly
Is w rtig with
:3. It IN Ilott linot1ililly stintild.

cailk, for litter' ott.

PTe rnts, tire ottiy onliiif of wi t het JIM
h t ow' tit ill t
ldr pintst it for iiiti
tiilt

We~inot titily i1t tu

I10A
inoii til I shldn Ilii ik tilil yioiung fitrmiitrs should iobjectt Ve'ry mtucti. I wouldn
it, ito whether thieiy wtilt it coutl sorty
IlIk'o to Sit' in t ol it iiiiiti yonunge'r fi iiiis
I1. tiilitils'liki'. Any kill()i(if ott linsuratv i'nnlnnp1tty 11i1t woutltd trinpins stuch
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SOCIAL SECURITY AMENDMENTS OF 1955
THURSDAY, FEBRUARY 16, 1956

U1irTED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. C.
a. m., in room 312,
10
10:
at
The committee met, pursuant to recess,
Senate Office Building, Senator Harry Flood Byrd (chairman)
presiding.
Present: Senators Byrd, George, Barkley, Martin, Williams, and
Carlson.
Also present: Elizabeth B. Springer, chief clerk.
The CHAIRMAN. The meeting will come to order.
The first witness will be Mr. Harry Lyons, appearing for Mr.
Leonard H. Goldenson, chairman of the board, United Cerebral
Palsy.
Mr. Lyons, will you take a seat, sir? We are glad to see you.
STATEMENT OF HARRY LYONS, DIRECTOR, LEGAL AND LEGISLATIVE DEPARTMENT, UNITED CEREBRAL PALSY ASSOCIATIONS,
INC.
Mr. LYoNs. Good morning.
My name is Harry Lyons. I am director of the legal and legislative department of United Cerebral Palsy. I appear in place of
Mr. Goldenson, who sent a request about a month ago to testify but,
apparently, it was misdirected in the mail.
He received a telegram after the second request to appear and
inasmuch as he is president of the American Broadcasting and Paramount Theatres, which has a board of directors' meeting this morning, he asked to be excused. May I present his written testimony
and just call attention to a very few items in it?
The CHAIRMAN. We will insert the statement in the record, sir, and
you may proceed.
(The prepared statement of Mr. Goldenson, in full, is as follows:)
'TESTIMONY PRESENTED ON BEHALF OF UNITED CEREBRAL PALSY ASSOCIATIONS,

INC.

GENERAL STATEMENT

Mr. Chairman and members of the committee, my name is Leonard H. Goldenson. My home is in Mamaroneck, in the county of Westchester, State of New
York. I am chairman of the board of directors of United Cerebral Palsy Associations, Inc., and the father of a cerebral palsied child. My business association is that of president of American Broadcasting-Paramount Theatres, Inc.
Gentlemen, I am truly grateful to you for the opportunity of presenting this
testimony on behalf of the hundreds of thousands of children, including the
cerebral palsied, who come under the term of disabled individual, as defined
in H. R. 7225.
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United Cerebral Palsy Associations, Inc. is a nonprofit membership corporation, organized in 1948-the only nationwide organization devoted exclusively
to a united attack on cerebral palsy. Its humanitarian work is supported by
voluntary public contributions. Its officers and board of directors serve without compensation of any kind. National headquarters are at 369 Lexington
Avenue, New York City.
United Cerebral Palsy comprises 383 affiliated State and local organizations
throughout the United States.
Cerebral palsy is the general term for a group of disorders caused by injury
to the motor centers of the brain which result in the loss or impairment of voluntary muscle control. The condition may be severe or very mild; many muscles
may be affected, or only a few. The lack of control may be in the arms, legs,
tongue, speech mechanism, eyes, or it may affect the hearing. The extent of
the disability varies widely and may affect the entire range of muscular activity.
Cerebral palsy occurs most frequently at birth but it may happen at any time
before birth, or in childhood or adult life as the result of an accident, illness, or
infection. Anyone may be affected by the condition, regardless of age, race,
economic standing or environment.
Most adults have learned as children to eat, walk, talk, and perform countless
functions of everyday living quite naturally and almost automatically. This is
possible because normal people, early in childhood establish delicately balanced
control of their muscles so that they work together smoothly and efficiently. A
person with cerebral palsy has suffered damage to the mechanisms which provide
this delicate control.
When statements are made about the prevalence of cerebral palsy, that is to
say, the number of cases in the population at a given moment in time, they usually
stem from 1 of 3 sources. These are the estimates of Dr. Winthrop M.
Phelps and the surveys in Schenectady, N. Y., and in Connecticut. Dr. Phelps
estimated, on the basis of his observations in Maryland, New Jersey, and other
areas that there were 7 persons born each year with cerebral palsy for every
100,000 population, and that on the average 1 of the 7 would die before
6 years of age. In terms of prevalence, this means that there are about 300 to
350 cases of all ages per 100,000 population, or a total number of cases in the
United States of 500,000 to 600,000. This figure is currently used by United
Cerebral Palsy.
It is estimated that there are over 200,000 cerebral palsied children in the
United States under 18 years of age.
Recently, the committee on child health of the American Public Health Aqsoeiation, Inc., and the American Academy for Cerebral Palsy issued a booklet on
the subject of services for children with cerebral palsy, carrying with it the
general endorsement of the Children's Bureau of the United States Department of
Health, Education, and Welfare, as well as that of many leading private agencies
interested in this problem. I ask your indulgence while I quote a few lines from
this booklet:
"Children who have a brain damage resulting in cerebral palsy will carry the
defect for life. Long-term treatment, guidance, and training may increase the
chances for a good outcome, but ultimate improvement may depend more on a
combination of factors, individual for each child and difficult to evaluate: Extent
of brain damage and presence and severity of physical, emotional, personality,
and especially intelligence defects; timing and methods of treatment and guidance: family attitudes and the quality of the home, school, and community environments. No reliable figures exists relating to the overall end results of care
for cerebral palsied children. In general, however, it may be stated that (1) some
will die before their first birthday, although modern medicine has considerably
improved the chances of survival; (2) in a few the condition will become worse
as the child grows older; (3) approximately normal function is possible in only
a few children, but many will show varying degrees of improvement in ability as
they grow and develop and receive therapy and training. Children with cerebral
palsy generally have more than one disability necessitating several distinctly
different types of service. It is estimated, for example, that in addition to the
motor limitations, children with moderate to severe disturbances may present:
Mental retardation in over 50 percent of cases; speech defects in over 50 percent;
visual problems in about 50 percent; hearing problems in over 25 percent; convulsions in over 25 percent. Many children with cerebral palsy will need special
treatment and/or education. The number of children in this large group is also
unknown. It has been roughly estimated, however, that of all cerebral palsied
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children, 35 percent may need special outpatient and educational services and
45 percent may need some inpatient or custodial care."
Gentlemen, need I say more in support of that part of the hill that has to do
with the continuation of child's insurance benefits under the Social Security Act?
In my testimony I make reference only to children who are afflicted with cerebral palsy because I am sure that other agencies will present their views for the
hundreds of thousands of handicapped children who will come within the definition of a disabled individual as set forth in H. R. 7225.
More dramatic, indeed, would be my testimony were I to have brought with
me some of these disabled youngsters but I have purposely refrained from doing
so because I believe that the good work of the United Cerebral Palsy Associations
throughout the land has become so well-known that no further demonstration is
necessary.
May I ask you, therefore, to consider the plight of these children and grant
them the relief provided for in H. R. 7225?

Mr. LyoNs. We have read with considerable interest all of the opposition that has been presented in the form of testimony to this particular bill, and we hope that our small part in the bill will not be
lost. We come in the tail end of the amendment that has to do with
the amendment to provide for the continuation of child insurance benefits for children who are disabled before attaining the age of 18.
Now, inasmuch as there are about 200,000 cerebral palsy children,
outside of other similarly handicapped children, in the United States,
who might be unfortunate enough to have their parent die before
the child reaches the age of 18, in most cases where there is no provision for support, those children become public wards, and throughout
their entire life they are sent to all kinds of institutions which are not
prepared to receive them. And that is one of the things we are
working on in United Cerebral Palsy.
Cerebral palsy is a disorder caused by injury to the motor centers
of the brain. A great many of these children rarely are able to lead
normal lives. And if this honorable committee could see fit to
recommend the amendment of the social security law to take care of
these child insurance benefits, we would appreciate it very much and
I am sure I am speaking on behalf of parents of handicapped children
throughout the country, so that they can continue to receive these
benefits after the age of 18 for the rest of their lives if they continue
to remain disabled as defined in the bill.
I have a letter here which I would like to present to Senator Byrd,
from Mr. Goldenson, apologizing for not appearing this morning.
We know that you will consider the testimony.
The CHAIRMAN. We will certainly consider it, sir, and we will
put this letter in the record, too.
(The letter referred to is as follows:)
AMERICAN BROADCASTING-PARAMOUNT THEATRES, INC.,

New York 36, N. Y., February15, 1956.
Hon. HARRY FLOOD BYRD,
Chairman, Senate Finance Committee,
Senate Office Building, Washington, D. C.
My DEAR SENATOR: I am terribly sorry but I shall be unable to testify before
the Senate Finance Committee tomorrow. Unfortunately, your letter didn't
arrive until 2 days ago, and I had made previous commitments. I have asked
Mr. Harry Lyons, director of the legislative department of United Cerebral
Palsy Associations, Inc., to present my testimony for me.
I realize there is quite a bit of opposition to a great deal of H. R. 7225, but
there is little opposition to the amendment to continue the children's benefit. I
hope that you will be able to give this favorable consideration.
Very truly yours,
LEONARD
H. GOLDENSON,

Chairmanof the Board, United Cerebral Palsy Associations, Inc.
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The CHAIRMAN. Tell Mr. Goldenson we are sorry he could not be
here.
Mr. LYONS. I will tell him.
Thank you very much for permitting me to testify first.
Senator CARLSON. I would like to say, Mr. Chairman, that it is
mighty fine that we have people in this country who will devote time
and effort gratuitously to these people who are affected by this and
afflicted by this. I certainly am grateful for their spirit.
Mr. LYONS. Thank you very much, sir.
The CHAIRMAN. The next witness is Miss Mary Switzer, Director
of the Office of Vocational Rehabilitation, Department of Health,
Education, and Welfare, who has rendered a very distinguished and
valuable service.
Miss Switzer, I understand that this is your birthday. I do not
know whether you want to be reminded of it or not, but we wish you
many happy returns.
STATEMENT OF MISS MARY SWITZER, DIRECTOR, OFFICE OF
VOCATIONAL REHABILITATION, DEPARTMENT OF HEALTH,
EDUCATION, AND WELFARE; ACCOMPANIED BY DONALD H.
DABELSTEIN, ASSISTANT DIRECTOR FOR PROGRAM PLANNING
Miss SWITZER. Mr. Chairman, that certainly is very thoughtful and
sweet of you. I feel very honored to be able to tell our story to your
committee.
I know it is not a novelty to you. All three of you gentlemen
have good rehabilitation programs in your States, and you and I,
Senator Byrd, have to keep after Virginia, to keep it up there, you
know. Senator George is way ahead of us in Georgia. But we have
to kind of catch up with him if we can.
Senator CARLSON. Mr. Chairman, I want to join in this birthday
congratulation. Miss Switzer has been of much help to us in our
State of Kansas. We are familiar with her work. It has been splendid, and it has been a lot of hel to us.
Miss SWITZER. Thank you, Senator Carlson.
You know, Senator Carlson and I are on the board of the Menninger Foundation. Some time I thought it would not be a bad idea to
be a citizen of Kansas. But a Virginian should not say that, perhaps.
Senator CARLsoN. We would welcome Miss Switzer, I assure you.
Miss SwrrzER. That is very nice.
Mr. Chairman, I think that it is particularly pertinent that we
have an opportunity to discuss the vocational-rehabilitation program
and the whole question of disability, when you have before you such
a comprehensive piece of legislation as H. R. 7225. The amendments
that were passed in 1954 making such a point of rehabilitation as the
social objective in relation to disability and in connection with the
administration of the freeze, make it very appropriate that at this
time we take a look at where we are and how we have gotten here
and where we are going.
Just for the record, I would like to say that my testimony will not
cover questions of policy on H. R. 7225, because they will be dealt
with by Secretary Folsom when he appears before you. But I do
want to discuss the present vocational-rehabilitation program, the
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progress under the amendments that were passed in 1954, and to show
insofar as we have current information to do so, what has happened
as a result of the disability freeze program.
Just a word of history: I always like to remind people that the
vocational-rehabilitation program is one of our traditional grant-inaid programs and was established by the Congress in 1920. It probably was the first grant-in-aid program of service to people. It grew
out of the vocational needs that were shown up by the First World
War and the fact that people with certain disabilities need not be
written out of the labor market.
In 1943 and again in 1954, Congress, practically unanimously both
times, enacted legislation greatly broadening the scope of the vocational-rehabilitation services, and substantially increased Federal
support of this vital activity.
Now, throughout the whole 35-year history of this activity, the purpose of vocational rehabilitation has remained unchanged, that is,
to develop and restore the ability of physically and mentally handicapped people to engage in productive work. Although the methods
have changed and the atmosphere has changed, one other thing has
remained constant, too: we have constantly felt that the dignity of
the individual and his entitlement to equal opportunity was the spiritual and philosophical motivation of the program.
This is still our objective, and gradually, through the years, I think,
this objective has become philosophically, a part of the service base
of a good many of our health and welfare programs, and we hope
eventually for all of them.
Now, I like the quotation that I would like to read to you from one
of the speeches that Secretary Folsom has made. It states so aptly
what we feel is the need of rehabilitation at this time. He said
just a couple of weeks ago:
We should not be content with programs--worthy as they are-which simply
relieve human want after it has developed. We must look ahead and head off
problems before they become acute. We must emphasize the services which
help restore persons in need to independence and a better life. This approach
requires imagination, hard and practical thinking, and a willingness to face up
to the problem.

And rehabilitation certainly does need these attributes: "Imagination, hard and practical thinking, and a willingness to face up to the
problem." We are trying in the public program to realize this ideal.
Now, this public program of ours operates in all 48 States and in
the District of Columbia, Hawaii, Alaska, Puerto Rico, and the Virgin Islands. It is operated, in most places in the State departments
of education. In several States, the services for the rehabilitation of
the blind are in separate commissions or in the departments of welfare.
Now, just a word about what rehabilitation is and what services
this public program provides. And I would like to-

Senator MARTIN. Mr. ChairmanThe CHAIRMAN. Senator Martin.
Senator MARTIN. I am very much interested in the quotation that
you gave there from the Secretary, and I am very much for this rehabilitation program. Having had a great deal of military experience, it has been a lot of pride for me to see how badly wounded men
really almost become self-supporting.
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But I am wondering if one of the things it is not necessary to do
in our country is again to instill family pride, that everyone in that
family is being cared for in some way by the family, and then with
the assistance and rehabilitation, whether or not we do not have to get
that good old American spirit back again.
Mr. Chairman, I think it even goes to a matter of patriotism. So
many people are beginning to doubt the greatness of our ideal of
government. I think the first organization of government is the
family itself, and by assisting those unfortunate in the family, then
the family will do some helping. And I wonder whether or not we
should not instill that in the mind, of our people.
Miss SWITZER. I think your point is extremely well taken. As a
matter of fact, in the process of providing services for the disabled
member of the family, the attitude of the family and their ability to
agree to what has to be done to help the disabled person to become
self-supporting, is all-important.
One of the interesting facts that I think you would be pleased to
know about is that the rehabilitation counselor, who is the anchor
man and the one who arranges for rehabilitation, is required, in many
States to visit the family and secure their understanding before rehabilitation services are undertaken.
This is important, because the presence of disability in the familyparticularly if it is a wage earner or someone who is very severely
disabled and requires a lot of family care-has very disrupting influences at times. For example, last year in the public program, there
were 58,000 people rehabilitated back into productive employment,
P
and probably 80,000 more people were involved through family relationships.
Likewise, in connection with the relationship of this disability to the
assistance programs and relief: Between 11,000 and 12,000 of that
58,000 were on public assistance at some time during their rehabilitation. It is important therefore to have family support and family
understanding and community support and community understanding, because motivation and the spiritual urge to take advantage of
rehabilitation services are fully as important as the material method
P
of doing it.
So I would agree with you 100 percent.
I wonder if we could have our chart that shows-we call it the
snake chart-that shows the rehabilitaion process in a rather graphic
way. I would like just to describe what takes place when a person
is referred to the rehabilitation agency.
Miss SWITZER. First of all, disabled persons are referred to the rehabilitation agencies by many sources-by doctors, hospitals, schools,
and oftentimes by a neighbor or by a welfare department, and so on.
a
The first thing that happens is that he meets his rehabilitation counselor.
h
Either his counselor calls on him or he goes to the office, depending upon what the situation is-whether he lives in a big city or a
rural community. Immediately after contact has been made, arrangec
ment is made for a general medical examination.
This is done in the local community, most ideally by the person's
to
own physician or by a physician that is accustomed to working with t1
the agency. Even though his disability might seem obvious-supI
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posing he would have one leg and he would need an artificial appliance,
or he would be obviously deaf or something of that sort-we feel that
a general physical is necessary, because so often more than one disability is present. In planning for services, we want to have the whole
story.
So first the general medical examination. This is given to everyone who comes to a rehabilitation office for service. It is part of
the process of diagnosing his need. Since our program has as its
end result a job-and no one is considered rehabilitated unless he is
placed in a job-the vocational diagnosis is very important.
If a person can go back to his own job, that is one thing. If he
cannot, he may have to be retrained. For example, a person who
has been a telephone lineman breaks his back; he obviously has to be
trained for something else. So we have to find out what they want
to do; what they can do; and how they can be accommodated to it.
Then the plan is developed for the medical and social and vocational
services.
Now, if the individual needs medical services or medical appliances,
and cannot afford to pay for it-and the majority of our people would
be-then these services are paid for by the State agency out of the
funds which are jointly provided by the State and the Federal Government. And these services are given depending upon the place
where the person lives and whether or not there is a rehabilitation
center near, whether he needs to go to a hospital or not.
Now, increasingly as we get into the more difficult cases people have
to be taken, oftentimes away from where they live and brought to
the few places where they have rehabilitation centers. We have one
in Virginia, the first and really the only publicly operated rehabilita-
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tion center, operated by the State Rehabilitation Agency at Fishersville, Va. This is a center that has about 350 people there on any day
of the week, about half of whom come from all over the country. The
last time I made a count they came from 21 States. Really one of the
thrilling things is to visit this center at noontime during the lunch
period. You will see more than 300 people, with all types of disability. Perhaps half of them will be in wheelchairs or on crutches
and braces, carrying on their lives there and learning one of perhaps
20, 30,40, or 50 trades.
The CHAIRMAN. Miss Switzer, if I may interrupt you, I had a man
in my orchard that had his hand cut off, pulled out right here by a
grader, and we sent him to Fishersville, and they fixed him up, and
now he can do nearly as much work as he could before.
Miss SWITZER. We have a young man in our office who had both of
his hands cut off when he was a young boy in a chemical accident. He
was quite a famous case here in the District. His hands were severed
at the wrists. He has two hooks, and really it is miraculous the things
he can do.
The CHAIRMAN. He is even milking a cow. It is remarkable. That
school is doing a great work.
Miss SWITZER. It is doing a great work. These people come from
all over-from rural areas and small towns. It is very thrilling to
see what has happened in Fishersville.
We are not fortunate enough to have facilities like that everywhere.
People come from long distances to Fisherville and to Dr. Ruska's
center in New York. Last year-Senator George, you will be interested in this-I think there were about 49 very severely disabled
Georgia people who were sent to Dr. Rusk's center-paraplegics and
people who were paralyzed from the neck down and some who were
victims of heart disease. Of that number, which is, after all, half a
hundred people, 24 are at work and 23 are in the process of training,
and only 2 out of that group are dependent.
I think that is a wonderful record. When you think of what it
means to send people from Georgia, and many times from the rural
counties of Georgia, up to New York to go through this comprehensive,
tremendously complex set of services, and then to feel that they can
go back to Georgia and work or have their own small business-it is
really quite exciting.
Well, so much for that part.
Then the training. Sometimes it is combined, as I have described
it at Fishersville, with medical rehabilitation. Sometimes it is done
differently. Now in most States, training is given without requiring
an economic needs test. The State agencies provide that through their
public institutions if they. If they cannot, they arrange for private
instruction. The philosophy behind this practice is that an education
is the right of every citizen, and that if they are handicapped and they
are not able to go through the regular school system, then some accommodation has to be made to equalize that opportunity.
Training may also be secured from vocational schools. Sometimes
specialized courses have been worked out. For example, some of the
most exciting ones that we have now are the courses to train blind
people to work in the photographic laboratories. They have become
really more adept than sighted people in the darkroom process. Likewise in the typing of notes from the machine, the blind dictaphone op-
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orator has become very much a part now of our office structure. And
blind men on the production line have been an exciting development
since the war.
Transportation and maintenance are provided if needed, if a person
has to go away from home. Here again, the family comes into it,
Senator. The family can sometimes provide for the person if he stays
at home, but they cannot quite handle it if the person has to secure
rehabilitation services away from home.
It is our philosophy to secure the best program of services that can
be worked out-that is in keeping with where he lives and what he
has to do. That it what we try to get for him.
So we work with the family to see how the maintenance can be
provided. If transportation is necessary, that is provided, too.
When all of this is accomplished, the person is then ready to be
placed in work. One of the very important responsibilities of our
rehabilitation counselor is an understanding of the labor market in the
community, the fitting in of the person into the labor market, the building up of relationships with employers, and gradually breaking down
resistance to the acceptance of disabled workers.
Now, oftentimes, the operation of small businesses offers the best
employment, such as the blind people operating vending stands in
public buildings, others with watch repair shops, and shoe repair
shops. Therere e thousands of small businesses all over the country
that have been assisted through this program along with placement
in the job, there is followup for a sufciently long period to be sure
that a person is well set and that there is no problem of adjustment in
the job.
Just as a matter of interest to you, we do not count anyone rehabilitated who has not worked at least long enough to be sure that it is a
real, firm placement.
Of course, sometimes we have to transfer the person from one job
to another. During the war, for example, when there was such a
dearth of trained people, employers often would be reluctant, say, to
take a blind man, because they would feel, well, if he didn't work out,
they never could fire him. After all, you know, everybody is human.
So usually the State agency takes the responsibility of helping
retain and replace someone if he is not satisfactory. But an amazing
number are placed where it is planned that they will go, and there is
where they work for most of their working lives.
This process is basic to the whole rehabilitation program and is
the kind of service that our Federal-State program is built on.
The CHAIRMAN. To what extent does the workmen's compensation
fund pay for this?
Miss SWITZER. Well, this is a very difficult problem. I think one
of the weak links in our rehabilitation services, taking it nationally,
is the relationship between workmen's compensation medical care and
rehabilitation. Something has happened somewhere along the line
in the philosophy that has guided workmen's compensation practices,
so that they have not made it easy to have their people go into
rehabilitation.
Now, some States do an excellent job. I do not know how many.
Perhaps in a dozen States-Mr. Dabelstein, would you say-the compensation fund actually pays for some of the rehabilitation services
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either by transfer of funds to the rehabilitation agency or by really
close cooperative relationships. But this is the exception; this is not
the rule.
One of the great efforts that we have been making over the past
several years is to try to develop with the compensation agency a
better philosophy of rehabilitation.
Now, where you have a close tie-in of medical care that includes
rehabilitation, you find a tremendous difference between the amount
of permanent and total disability that results from an injury. This is
particularly true in industrial accidents.
Now, I suppose your committee sooner or later will hear from some
of the insurance people. The Liberty Mutual Co., for example, was
a pioneer in the development of rehabilitation centers, and started
in to take the responsibility, as an insurance carrier, for providing
rehabilitation services. I think that it is a very important area.
It is by no means satisfactorily solved, but we are making progress.
In the Canadian experience, which in many ways is not too comparable to ours, but still has some lessons for us, they have a requirement that rehabilitation is absolutely tied in to compensation and
medical care. The percentage of permanent and total disability cases
resulting is far less than it is in most of our States. We have a wide
range, from 7 to 60 percent in some States, and Canada has a range
only of about from 3 to 5, something of that nature.
So it is a very, very difficult and much needed emphasis.
Senator MARTIN. Mr. Chairman, I would like to ask the question
now. Maybe it is not the appropriate place.
To my mind it is not a serious thing. I think when we take into
consideration the improvement of morale of the individual, that is the
thin we ought to consider in this. But do you have any figures as
to wVmat saving financially we may have by this rehabilitation work?
Miss SWITZER. Yes. That is just my next paragraph.
Senator MARTIN. I am sorry.
Miss SWITZER. That is all right. I am so glad you brought that up.
Yes, the economics of rehabilitation I think is very interesting.
As you say, the human side of it, we take for granted, yet we know
that it is there. But the economics of rehabilitation-I would like to
mention especially three points in referring to our second chart.
First of all, the wage part of it. Now, as we say, the end result is
wages. We want people to be at work and be self-supporting if they
can be. So take the 58,000 people that were rehabilitated last year,
and take a look at their earnings before they were rehabilitated. You
will find that the vast majority, three-quarters of them, were unemployed at the time they were accepted for rehabilitation.
There were 20 percent, just one-quarter, employed part-time, but
probably below the level of independence. Of the total number that
were unemployed, one-fifth, or 20 percent, were on relief of one kind
or another before they were rehabilitated. This small employed group
was earning at an annual rate of about $16 million a year.
Now, after they were rehabilitated, they were all employed, and
their annual wage was increased to $106 million a year. So you have
this great addition to their productive capacity, to the money that
goes into the community, in purchasing power, and a base for taxes.
We have done many studies and checked with the Treasury and had
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EFFECT OF REHABILITATION
ON EARNING ABILITY
58,000 REHABILITATED IN 1955
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the Internal Revenue people work with us on it, with the result that
it is conservatively estimated that $10 of Federal income tax is paid
by every rehabilitated person for every $1 that is invested in their
rehabilitation-just Federal taxes alone. That is in itself, I think,
a very striking figure.
Another figure that I think is very interesting is the fact that
rehabilitated workers add man-hours to the productive capacity of the
Nation. I feel that one of the differences between high prosperity
and less than high prosperity is the capacity of all of our communities
to produce to the maximum. Fully as important as the wages this
group of people earn, are the man-hours ofproductive effort that go
into the total economy. It is a double-edged sword. If they are working they are producing, and if they are not working they are taking
out. It may be a subtle thing, and I am not enough of an economist
to draw any diagrams, but I think it is a very important point.
Senator MARTIN. Mr. Chairman, that is all very important. It is
not the number of man-hours that we have in our Nation. It is the
production per man-hour.
Miss SWITZER. That is right.

Senator MARTIN. That is what makes us a great country.
Miss SWITZER. That is what makes for the prosperity that we have.

Now, another very important point is the relationship of rehabilitation to public assistance, and to relief generally.
When you think, for example, that one-fifth of those 58,000 people
were on public relief prior to being rehabilitated, the cost is substantial.
It costs about $10 million a year to maintain just this one group on
public assistance.
"78192-5-P-lt.2--10

570

SOCIAL SECURITY

AMENDMENTS

OF

1955

We feel that a very large part of the bill that our Department pays
for public assistance arises out of disability. Last year I think perhaps about $1 billion was paid out in State and Federal funds by the
States for public assistance other than for old-age assistance. Perhaps
a half billion dollars of that was paid because of neglected physical
disability. In this period of full employment, to have relief costs
mounting seems to me to be quite a challenge to do everything we can
to reduce the cost to the community and to the country. More important is to take an affirmative and positive attitude toward disability,
so that we have producers and not consumers, as we say, of the tax
dollars.
Now, rehabilitation has another very important financial aspect
which I can illustrate with just one disease category, and which I think
is interesting for that reason. We mentioned briefly the relationship
of rehabilitation to workmen's compensation and the probability that
if we had a proper gearing in of rehabilitation services a good deal
of permanent and total disability might be lessened.
Take a disease like tuberculosis, which we can measure pretty well.
A person has to be taken out of their community. They have to be
put in a hospital. They are immobilized for a ong period of time,
and with mounting hospital costs it is terrific. On a national scale, it
costs about $14,000 to get a person well from tuberculosis. It is terribly important, therefore, that when you get a person well you keep
him well, because tuberculosis has a very high relapse rate.
I think anyone who has lived in a family where there has been a
victim of tuberculosis, as I happen to have, realizes what a terrific toll
is taken if the rehabilitation potential is not recognized.
One study done in New York, I think, is extremely interesting.
There were about 500 patients studied. Half of them had rehabilitation and the other half did not. That was about the only difference
between them. As you will note in our third chart, of those that did
not have rehabilitation there was a far higher percentage of relapse62 percent in contrast to 26 percent. This means that somewhere near
$14,000 was spent again and again and again. Another very significant fact, which is equally interesting, was that 5 years after discharge, the people who had rehabilitation, 85 percent of them were
working, and of the ones that did not participate only 47 percent were
working.
Miss SWITZER. So in this group and in many other disease groups
you have a direct relationship very, very readily figured on the value
of rehabilitation to your total health care.
You have it in your mental hospitals, you have it in your tuberculosis hospitals, and in most of your chronic-disease hospitals.
Senator BARKLEY. May I ask you there about tuberculosis? You
take people who have tuberculosis, and we are very proud of the fact
that we have been able to reduce very materially the deaths and disabilities due to tuberculosis, if you get it in time.
Miss SwITzER. That is right.
Senator BARKLEY. After they are rehabilitated, or supposed to be
rehabilitated, they leave whatever institution they have been in, or
whatever treatment they are under, and go back to work, apparently
cured.
Miss SWITZER. That is right.
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Senator BARKLEY. What percentage of those who reach that stage
later relapse into inactivity because of a recurrence of the disease?
Miss SWITZER. Well, I am not sure exactly how many.
Do you know, Mr. Dabelstein?

Mr. DABELSTEIN. No.
Miss SwiTzER.. But more than should. That is for sure, and I think
there are 2 or 3 ways that relapse could be minimized. First of all,
to keep them under treatment, both medical and vocational, until
they have regained a maximum amount of their own strength, and
then, what is extremely important, match the job to their physical
tolerance.
Now, a good many of the breakdowns occur because people go into
the wrong kind of environment after they have recovered, or they
return too soon to a full day's work. This is one of the reasons why
workshops, like the Altro workshop in New York, are so valuable in
giving people an opportunity to work, say, 4 hours a day then 5 hours
a day and on until they reach the maximum number of hours that
are required for a full working day.
I think there is another consideration about tuberculosis and that
is the effect of good medicine. This is true not only in tuberculosis
but in other diseases as well. The presence of new drugs and the
tremendous miracles that they can perform and have performed
sometimes deceive us as to the ultimate effect of them.
In tuberculosis, I am told by some of our colleagues, particularly
those that are working in local communities in the TB associations,
that there are a tremendous number of persons with active tuberculosis
walking around under the drug therapy, or supposedly under it,
that really would be benefited faster if they could be hospitalized for
a reasonable length of time.
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I will get this national figure for you, Senator, if you would like
it, on the relapse rate.
Senator BARKLEY. I just was interested to know what it was.
Miss SWITZER. Yes, I will get it.
(The information requested follows:)
National data on the rate of relapses among persons with tuberculosis are
not available. Several studies have been made by the Public Health Service
which cast some light on this problem.
On the basis of a study of 23 tuberculosis sanatoriums, readmission rates
between 1948 and 1952 averaged 27 percent, with a range from 12 to 51 percent
for individual sanatoriums. A readmission is usually defined as a patient who
has previously been hospitalized in the same institution. The diseases may or
may not have been arrested at the time of the previous discharge.
In a recent study by the Public Health Service of persons who were reported
to the health department as having inactive tuberculosis, it was found that the
disease reactivated in about 14 percent within about 21/3 years.
Within recent years the methods of treatment of tuberculosis have changed
markedly. The effect of the newer methods of treatment on the relapse rate
is not yet known.

Senator BARKLEY. Tuberculosis, I think, is one disease in which
there might be a larger percentage of relapse than in some others.
Miss SWITZER. I think there is. And I think that tuberculosis
is one disease that we know we can do something about. I think
the most discouraging thing that we have to face is, when you know
what to do about something and you know that you can help persons
by a certain procedure, not to do it is a worse crime than if you
cannot do it when you do not know how.
Now, we do not know what the cure of cancer is. We can only do
certain things in that field. But we do know that if we follow certain
procedures in tuberculosis, we can bring people back to heatlh and
safeguard it. I think we should recognize that and do what we can.
Now, just a word about our attitudes toward disability as a whole
and how these attitudes are changing and modernizing as we get
new ideas.
I think we were all very shocked in World War II when we realized
that by the military standards, about 40 percent of us were not fit for
military service. I can remember the tremendous shock it was when
those figures were first given out.
Senator MARTIN. Mr. Chairman, along that line, don't we have
higher standards now? I guess if we had had, in the Revolution, the
standards of military acceptance now, General Washington would
not have been accepted.
Miss SWITZER. That is what I understand. He would have been
a IV-F. That is right.
Senator M.ArTIN. Of course, we are tested to a very high physical
standard now, because ofMiss SwITzER. The high mechanization.
Senator MARTIN. Well, during the Revolution, you carried a rifle.

Miss SWITZER. That is right.
Senator YMARTIN. NOW, yOu have a half-dozen other things.
Miss SWITZER. Yes.
If you ever look at a pilot getting out of a jet plane with all of the
stuff lie has on him, you can really see what he has to put up with.
But I think that along with the negative things we learned during
the selective service experience of World Var II, we learned one very
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remarkable positive fact, and that is that the handicapped made a
tremendous contribution to our productive war effort.
I always like to say there is no greater breaker down of prejudice
than necessity. When the labor market gets tight, it is twice as easy
to find jobs for people as otherwise. During the war, amazing things
were demonstrated. It was during the war that the blind broke into
to industrial production line, and the deaf became extremely valuable
in handling secret files.
Sometimes we felt that perhaps there were occasions where a disability really became an advantage, and if one were to organize
the job around it, it was an asset rather than otherwise.
Then another thing that I think we have learned as we have gone
along is.that our modern medicine and the things that we are doing
are miraculous in one way, but they create problems for us, too in
another. We do have a spectacle, for instance, of tremendously successful surgery being able to arrest some of our more serious chronic
nd then what happens? People live longer. And do
diseases.
we have what it takes to make life worthwhile for them?
I think that is the big challenge to rehabilitation.
Now, another phase of modern life which is giving us a tremendous
amount of concern is, of course, the rate of accidents in automobiles.
One extremely disheartening spectacle is, if you go to any rehabilitation center in the country-Fishersville or anywhere else-you will
find youngsters who had their backs broken, their necks broken, or
their spinal cord severed in an automobile accident. They are paraplegics-just kids 21, 22, and 23 years ago. Some of the most exciting rehabilitation that I have observed in the last several years
is with these youngsters. At first they become absolutely disconsolate, dejected and hopeless when they realize and their families realize that they may be confined to a wheelchair for the rest of their
lives.
Well, gradually, their spirit comes back: they are trained, and most
of them are able to live a productive life.
Most of the paraplegics after World War I, of course, died before
they became a problem. But now most of the paraplegics of World
War II are alive and most of them are working. The same is true of
the paraplegics in civilian life.
All of these severely disabled people who require comprehensive
rehabilitation services-there is almost no condition that you can
name that we cannot show you some case that some State agency has
been able to do something about. Arthritis, for example, we usually
think of as a disease for those of us that are getting along in life.
Actually, one of the most pitiful conditions crippling the young is
rheumatoid arthritis. Pennsylvania has done some very fine things
with some of their young arthritics.
There was one boy that was so crippled he could only use one hand
and arm. He still had his spirit, first of all, and a tremendous artistic
ability and urge. He is now earning a very good living as a commercial artist.
There is a young girl in one of the coal-mining towns in Pennsylvania who is also an artist. She is almost the most severely disabled
person I have ever seen. She entered a portrait in the national art
contest for the handicapped a couple of months ago. Her spirit
and her ability are just phenomenal.
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The CHAIRMAN. Would that particular person be eligible for permanent disability under this law?
Miss SWITZER. Under this law? Well, it all depends on your definition.
The CHAIRMAN. I mean, if it had not been for the efforts of rehabilitation, would she have been eligible?
Miss SWITZER. Oh, unquestionably.
Senator MARTIN. Yes, she would, Mr. Chairman.
Miss SWITZER. Unquestionably, I would think so.
The CHAIRMAN. I would like you before you conclude your testimony to give your opinion as to how many could be saved, so to speak,
by rehabilitation rather than come under the permanent disability
clause of this bill.
Miss SWITZER. All right. I will put that in my subconscious and
see what I can do about it.
(The information requested follows:)
An exact answer to this question is not possible at this time. With the exception of presumed disability for blindness the definition of disability in H. R.
7225 is identical with that for the "freeze" provision adopted by the 1954 amendments to the Social Security Act. Experience with the vocational rehabilitation
of beneficiaries of the disability freeze has been too limited and of too short a
duration upon which to draw even tentative conclusions. Through December
31, 1955, a total of 37,358 disability "freeze" applicants were referred to the
State vocational rehabilitation agencies. Of this number, 9,064 or 24.3 percent
had been accepted by the State agencies to assess their rehabilitation potential.

Senator MARTIN. Mr. Chairman, I think that is very important.
I would like to make this observation as we are going along. You
are talking about the number that are now being disabled by automobile accidents. But along on the other side, we have less disabled
now in the mines and the factories because of preventive measures.
Miss SwITZER. That is true. I imagine that is true, although that
is offset, again, by the increase in our working population. I think
people are much more accident conscious. We do not have the kind
of industrial accidents that we had a generation ago. You know that.
Senator MARTIN. You mentioned Pennsylvania a moment ago.
In Pennsylvania, a great number of our casualty insurance companies now have engineers going into the mines and into the factories
that they are insuring, and they make suggestions as to where there
can be safety appliances.
Miss SWITZER.

Yes.

Senator MARTIN. Take, for example, now, in a coal mine you very
seldom, if ever, use wood to prop up the mine.
Miss SWITZER. Yes.
Senator MARTIN. It is a new process. It is by steel.
Miss SwrrzER. That is right.
Senator MARTIN. And a good engineer can go into a mine and he
can look way in the future as to dangers.
Miss SWITZER. That is right.
Senator MARTIN. And they correct those dangers before the accident occurs.
Miss SWITZE. And believe me, when you have an accident in a
mine, it is a serious one.
Senator MARTIN. Yes. But we do not have many of the very serious ones any more.
Miss SWITZER. You do not, no.
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Senator MARTIN. When I was a young man, we often had in Pennsylvania mine disasters where there would be a hundred killed.
Miss SWITZER. Yes, I know.
Senator MARTIN. There are a lotMiss SwrrZER. Well they had a good backlog of severely disabled
miners in some of the States, if not in Pennsylvania, when the United
Mine Workers started their program of rehabilitation. But again,
they were able to take those people-some of them had been in bed
as long as 17 years-and they were able through rehabilitation to do
phenomenal things for them.
It is really one of the thrilling things, I think, that has happened
in the mining industry.
I remember after speaking on rehabilitation at the National Safety
Council meeting last year in Chicago, listening to an engineer discuss
advances in the propping of mines. It gave great hope of eliminatingthe cave-in of mines.
Senator MARTIN. Yes. It is almost eliminated now.
Miss SWITZER. I suppose in the big, well organized mines.
Senator MARTIN. It is almost eliminated now.
Senator CAImsoN. Mr. Chairman, before Miss Switzer leaves this,
I think this is one of the most important parts of her testimony in
regard to the changing concept of disability. I believe we are in that
period and I think it is very important.
Miss SWITZER. That is right.
Senator CARLSON. And I have here a report of the Task Force on
the Handicapped by the Chairman of the Manpower Policy Committee, Office of Defense Mobilization, January 25, 1952, and I am not
going to read this whole section, but I would like, Mr. Chairman, just
to read a sentence or two:
The idea of disability itself is outmoded. When a specific "disability" does
not in truth disable, the "disability" ceases to be a disability. Yet there remains
the question of securing acceptance of this changing concept by employers and
the public.

I would like to ask that this short section be made a part of the
record.
The CHAIRMAN. Without objection, that will be done.
(The material above referred to is as follows:)
RESOURCES FOR REHABILITATING AND EMPLOYING MORE HANDICAPPED
WORKERS
1. THE CHANGING CONCEPT OF DISABILITY

When physical standards were drawn up during the first and second decades
of this century, they were influenced by the "anatomical" concept of medicine
which was then in sway. Competence was measured in terms of anatomical
perfection. A man was either fit or unfit to work, depending on whether or not
he was anatomically whole. It was all or none-a man could do the whole job
or none of it. He was disabled for all work if he was disabled for any part of it.
The physiological or functional phase of medicine had not yet entered the picture.
In those earlier days, there was perhaps partial justification for the "perfect
anatomical specimen" concept of man, since jobs were not as specialized and
subdivided as they have come to be during the last three decades.
Times have changed. In many types of employment, a man works on a part
of a job. Many machines can be operated by the blind; they do some jobs better
than the sighted. Many jobs are done while sitting and are easily done by those
with heart trouble or circulatory difficulty of the legs.

T

SOCIAL

SECURITY AMENDMENTS

OF

1955

Similarly, changes in disability have influenced our attitudes toward old age.
It is now recognized that there is no chronological dividing line between competence and incompetence. Whether or not a person can work after age 65 is an
individual matter. In fact, the disability of aging is undergoing a revision.
The idea of disability itself is outmoded. When a specific "disability" does not
in truth disable, the "disability" ceases to be a disability. Yet there remains
the question of securing acceptance of this changing concept by employers and
the public.

During the past 10 years, there have been developments in the several fields
relating to disability which have radically broadened the extent to which handicappeed persons may be restored to activity and gainful employment. Because
these developments have not occurred in a single dramatic step, their significance
frequently has not been fully comprehended. Taken together, they already have
made it possible for thousands of disabled men and women who, 10 years ago,
would have been considered hopelessly impaired, to resume active lives and to
enter the labor force as self-supporting citizens.

Senator 'CARLSON. I would like to ask Miss Switzer if she was not
a member of this task force committee, or at least a consultant on it
when this was prepared.
Miss SWITZER. Yes; I certainly was. We were really very excited
about this report. It was a study that was done just at the beginning
of the Korean conflict-the task force was composed of labor, management, and professional people in rehabilitation, under the chairmanship of Dr. Klumpp, who himself is a doctor and the president of
Winthrop Drug Co.
This theme really was the clarion call of that group. We feel it is
our sort of motto. You know, the motto of our Department of Health,
Education, and Welfare is "Spes Anchora Vitae," "Hope, the Anchor
of Life." And, of course, we think that is rehabilitation. We have
taken that motto and made it our own. We think it was written for us.
But I would not want to convey the impression that there are not
many, many people who, because of many circumstances, not always
under their own control-that every disabled person can be rehabilitated vocationally. That cannot be done. But I think we are so far
from what we can do that we need to concentrate on the positive.
We want to try to reach some level of service that will take care of the
current need and then try to cut into the backlog. That is the reason
we have our new vocational rehabilitation legislation and have made
such strides in the last couple of years.
I am very grateful to you, Senator Carlson, for putting that in the
record, because that is a favorite paragraph of mine. I think it is
grand that you were able to come upon it. I would say you have done
your homework pretty well.
I want to say one word, and I think this will be of special interest
to Senator Carlson, and maybe we can make a few converts; that is,
the importance of rehabilitation in the field of the mentally ill. The
public program of rehabilitation has been giving rehabilitation services to an increasing number of the victims of mental illness'. One of
the exciting developments of the last several years is the way in which
our vocational rehabilitation counselors have been able to work with
patients in State hospitals and help prepare them to return to the
community. We pioneered in this in Kansas.
Senator CARLSON. Mr. Chairman, I cannot let this opportunity
pass. I hope you do not feel this' is egotistical on my part, but I
think I take more credit in the progress made in the mental-health
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program in the State of Kansas during my administration as Governor than any one thing we did.
Miss SWITZER. I take quite a bit of pride in it, too.
Senator CARLSON. Yes. Miss Switzer was very helpful. She cooperated through Dr. Menninger of the Kansas Medical Association,
and our State was well at the bottom of all the States of the Union
in caring for the mentally ill. I would not say we were No. 1 at the
present time, but I am sure we are in the first four.
Miss SWITZER. I would say you made almost No. 1 progress, though,
in closing the gap. There are very few States that have done much
more than Kansas in such short period of time.
Senator CARLSON. It really has been a wonderful program, and,
of course, it was not through my administration as Governor, but
through the cooperation of the people and everyone concerned. We
just took hold of this, and we voted money, and it is really working.
and I would recommend it to any State in the Union.
Miss SWITZER. Yes. It is wonderful.
Senator MARTIN. I would like to say this off the record.
(Discussion off the record.)
Miss SWITZER. I would like this to go on the record, though, Senator Martin. In the last couple of years in Pennsylvania there has
been unusual use of the vocational rehabilitation counselor-through
opportunities under the new act-in the mental hospitals. Pennsylvania experimented in assigning a counselor to one mental hospital.
Now they have a statewide program in Pennsylvania in which counselors from the vocational rehabilitation agency are working with the
public mental hospitals to the great advantage of the patients there.
So there is some progress taking place. In Philadelphia the needs
of the mentally retarded are receiving a good deal of consideration.
On the 23d of this month, they have asked me to talk to them about
what they can do to get some programs going for the mentally retarded in Philadelphia, where they have very little, as you know.
They have had a citizens' committee studying this problem and they
are all steamed up to do something about it. After all, this is progress, is it not? I think so.
Senator MARTIN. Mr. Chairman, this can go on the record. I do
not have any objection to this going on the record. I think that we
are making great progress, but it is a problem that I think from a
national standpoint we ought to give consideration to. This density
of population is contrary to what a great man like Jefferson had
hoped for in our country. He had hoped that the rural part of
America would be the controlling factor. But we are rapidly getting
away from that.
In Pennsylvania, the two big cities are now two-fifths of the
population.
Miss SWITZER. Yes, they are.
Senator MARTIN. In New York City there is over half the population of New York. Chicago has more than half the population of
Illinois, and it will not be long until Los Angeles will be more than
half the population of California. And those are very serious problems confronting this Nation, and I think we as a committee ought to
give that consideration.
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Miss SWITZER. Well, it has a very real bearing on the services
that have to be provided to try to offset the tension of modern living,
does it not?
Senator MARTIN. That is what I mean.
Senator BARKLEY. San Francisco claims that Los Angeles is spread
all over southern California.
Miss SWITZER. They have a point there.
Senator MARTIN. It looks as if Los Angeles soon will be a city 200
miles in length, and it is going to be pretty densely populated. Los
Angeles will probably be the largest city in America in 25 years, and
it is a serious problem.
Miss SwITZER. I want to put just one more figure before you in the
field of mental illness, because it is something that is tremendously
serious. I think we have about 700,000 patients in our mental hospitals, and we think that at least 100,000 of them should be given the
opportunity of vocational rehabilitation.
Now, during the last 5-year period in our program, there were about
15,000 mentally ill persons rehabilitated. That was an increase of
about 35 percent over the 10,000 for the previous 5-year period. So
we are making progress, but we have a long way to go.
Now, we have additional progress to report. I would just like to
summarize some of the things that have happened in the last couple of
years under the new program, before I close.
You will remember that we had, and we still have, a tremendous
backlog of disabled people. Depending upon what groups you count,
probably it runs from 2 million to 4 million. An estimated 250,000
people are disabled each year by illness or accident, and from congenital deformities or who come of age-who need rehabilitation services.
Now, that is probably half-and this might have a bearing on Senator Byrd's earlier question-for there probably are between 450,000
and 500,000 people who become disabled each year. As to the number
permanently or totally disabled-I do not like to use the term, because
there are very few people that come in that category strictly speaking.
At any rate, there are people who for one reason or another may not be
able to go from complete disability to independence but who could
perhaps be rehabilitated to self-care. But a minimum of 250,000
people a year are in need of vocational rehabilitation services.
Senator CARLSON. Miss Switzer, may I ask a question on that point?
What about our statistics on the need and incidence and the scope of
the permanent disability of these people? You mentioned several
million people. What about statistics?
Miss. SWITZER. We desperately need more recent, comprehensive
statistics. The Census is not organized to give us the kind of detailed
information on disability that we should have for planning purposes.
A number of people have been thinking about this in the last year or so.
I think really accurate statistics is one of the most important needs in
the whole field of disability. We need them in our program. We can
contribute very little. We have small studies going on in Kansas
City and New Jersey and this place and that place. They are all
geared to the community interest and need, and are not adequate for
national application.
They are as good as you can get. I do not worry about it too much
because we are so far from where we should be, that we can make a lot
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of mistakes in our ultimate predictions for we still have a long way to
go.
In planning for rehabilitation facilities, for which we have a great
need nationally, it is extremely important to have more accurate information about the incidence of disability.
We know we need the first layer, but when we get the first layer,
how much of the second layer do we need, and what is the most economical way to build that second layer?
The Senator says that the cities have a higher incidence than the
rural areas. Well, we do not know that for sure. We think so, but
we do not know. We think, for example, on the basis of information
we have that there is a far higher number of untreated deafness and
severe visual handicaps in the rural districts of our country than there
is in the cities. Well, that is probably due to the failure to get services
to these people.
But is it inherent? We don't know. So I would think if we could
have some agency really do a study-we have not had one, after all,
since 1936, a study on disability nationallySenator CARLsON. I know for a fact that in our own State when we
were dealing with this problem, that was one of our problems, the
lack of statistics in our own State. So I can imagine nationally it is
worse.
Miss SWITZER. If I am not mistaken, we have a bill up for that,
haven't we?
Senator CARLSON. I think Senator Hill, of Alabama, and Senator
Smith of New Jersey have introduced a bill for that.
Miss SWITZER. I hope you will all support it and vote for it.

Senator CARLSON. I think it has much merit.
Miss SWITZER. I do not consider that I am lobbying; but I hope
you will.
Senator BARKLEY. You may have covered this before I came in.
Are you recommending that we eliminate the provisions of this bill
that provide for total and permanent disability above 50, or are you
emphasizing the need for rehabilitation in connection with that?
Miss SWITZER. I am emphasizing the need for rehabilitation, Senator. I said before you came in that I would not speak to policy questions, for the Secretary will speak to that point when he testifies.
My main mission is to try to get you excited about rehabilitation;
to recognize its potential, as you did last time when the 1954 amendments were before you; to try to bring you up to date and give you
some accurate, current figures on what we have done, what we are
doing, and what might be possible. That is my main mission.
Senator WILLiAmS. In other words, it is your opinion that it is
better to rehabilitate these people if you can, than it would be to put
them on disability?
Miss SWITZER. We do not know that it is an either/or proposition.
I think that many times it is not an either/or proposition. All I say
is that there is a tremendous opportunity for rehabilitation, regardless of any necessity for income maintenance.
I think that I am not in a position to discuss whether or not there
should be an amendment to the Social Security Act providing for
disability payments. I do feel strongly-the position I hold gives me
some authority to say so--that there is a tremendous responsibility on
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all of us, as people responsible in public office, to emphasize the constructive possibilities of rehabilitation to the fullest. And we are a.
long way from doing what we ought to do.
Senator BARKLEY. Would you give us approximately the percentage
of those who are now disabled, or who think they are, who cannot
be rehabilitated at all under any program?
Miss SWITZER. Who cannot be rehabilitated. Well, I think that is
an awfully hard figure. I think I would be sticking my neck out if
I made any statistical estimate of that, but I would say
Senator BARKLEY. If you would like to take a little time and try to
look it up and put it in, I think it might be interesting.
Miss SWITZER. I would, really. I think it would be very important
for you to have that in the record. I feel that, for example, there are
people who are victims of a combination of circumstances-cerebral
palsy and mental retardation, just to take two very obvious thingsthere are people who are the victims of congenital conditions that
make it impossible for them to do anything but live in an institution.
It would be foolish to say that these people should not have maintenance and that they should not, be given every opportunity to live
the fullest life they can within the limits of their capacity.
But to hold out very much hope for that group in rehabilitation
would not be very realistic.
Likewise, if a person had been flat on his back and more or less
unconscious as a result of a heart attack or a stroke, it is not very
realistic either, even though we can do tremendous things now with
partially paralyzed people with heart conditions, to say that these,
people could be rehabilitated.
But I would like to think about that statistic, Senator, and give you
what is available for the record. I would want to consult my expertson figures and see if we could give you something that would be
realistic.
(The information requested follows:)
The Office of Vocational Rehabilitation estimates there are about 2 million
persons in the United States in need of vocational rehabilitation. In addition
there are about 600,000 persons with disability that are of such serious nature
and which in combination with other conditions, who probably could not be
rehabilitated into employment. Many of these persons are in need of rehabilitation services which would enable them to achieve self-care. This would, in many
cases, free other members of the family to accept employment and in practically
all cases would permit these disabled persons to lead more useful and fruitful'
lives.

Senator CARLSON. Miss Switzer, right on that same point, now, we
have large numbers of people in this Nation who are already drawing
disability compensation and payments through public and private
funds. Have you ever made any study as to whether there is a disincentive to rehabilitate themselves once they get on these payrolls?
Miss SWITZER. Well, we have very few objective studies, really.
You can get opinions from as many people as you talk to. I would
say that my own views are fairly subjective and perhaps some people
would say not very scientific.
But I would say that there are several things to consider.
First of all, the size of the payment is a controlling factor in many
cases. This has certainly been true in the veterans' program.
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If you talk to people who have intimate familiarity with veterans'
rehabilitation, you will find, I think, that the most difficult problem
arises in those instances where a person has been disabled to the extent
of getting the full veterans' benefit. That person, under normal conditions, would have earned, and lived at a standard that was perhaps
half of his pension, and if he went back to work, that is all he could
earn.
Well, obviously there islittle incentive there to be rehabilitated.
Some people also develop fears; fears of insecurity. We have
found, for example, in some places that people on relief do not like to
get off relief, because they are afraid if they are not rehabilitated,
they will not be taken back on. When people are that close to the
margin, it takes a good deal of imagination and planning to give them
the kind of security that will encourage them to take a chance at
working.
I think if the concept of income maintenance in any program can
be tied in, in some constructive way, to the provision of rehabilitation
services and if the one does not stop because the other is undertaken,
there is the possibility that this approach would be found quite successful.
Now, in some States there has been a very close relationship developed between our vocational rehabilitation agency and the public
assistance program. An agreement has been reached that persons
would continue to receive public assistance if they needed it, or at least
part of it, until it was established that they could be rehabilitated,
and then it would stop.
This has been oftentimes the controlling factor in whether a person
would be willing to undergo rehabilitation.
Now, after all, it is a difficult decision to make when a person has
been out of work, or has been injured for a long time. I think the
experience of the United line Workers in their rehabilitation prograin is quite graphic in that regard. There are an awful lot of problems involved and it is awfully hard to give a yes or no answer.
But my own conviction is that you can so structure an incomemaintenance program that you can make disability practically
impossible.
Senator BARKLEY. NOW, I suppose in the matter of mental disability, a good deal depends on the type and degree.
Miss Swrrzni. That is right.
Senator BARKLEY. There are many types of mental disabilityMiss SWITZER. That you cannot do anything about.
Senator BARKLEY. I heard a very amusing incident. It happened in
one of our mental institutions one shining afternoon. An inmate was
sitting out by the front gate enjoying the sunshine, and a man came
along in a car and had a blowout right in front of the gate. And he
changed the tire and got it back on, and in the process he had kicked
the lugs all over the road and could not find any of them at all, to
put back on the wheel.
So he started to walk into town to get some lugs, and this inmate
said to him, "You don't have to do that." He said, "You take one
lug off each of the other wheels and put it on this one and you can
drive into town.'
And this fellow said, "Are you an inmate here?"
He said, "Yes."
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"Well," he said, "you are not crazy."
He said, "I am crazy, but I am not stupid." [Laughter.]
Miss SWITZER. That is wonderful. That is a wonderful story.
Senator BARKLEY. It proves that there is no cure for stupidity.
Miss SWITZER. That is right.
That is a very good illustration, is it not, of some of our problems?
Well, let me give you a few facts about what has been happening in
the last year or two.
This is the first year, really, that we have had a full year's operation
under the new program. You will remember that by 1953-we had
reached a sort of plateau. The Federal appropriation for that year
was $23 million. In 1954 the Congress adopted the new rehabilitation
law, which broadened the financial scope of the program and put it on
a long-term basis. Contained in the act are certain objectives in terms
of financial authorizations which were designed; if the states would
put the money up-to make it possible to reach the goal of 200,000
rehabilitations a year-in contrast to 55,000 to 60,00-in a 5-year
period.
Well, we will not get there quite that fast. But we are on our way.
The authorizations in the act, you will remember, are for $30 million,
the first year, then $45 million, $55 million, and $65 million, on up.
Now, in the last several years, the Federal Government has done a
tremendous job in getting this program underway, and the Congress
has been extremely affirmative in its support of it. It always has
been, but it has been even more so in the last couple of years.
In 1954, we had the $23 million base. The first year of the new,
program, which really was midyear, we had an increase of $2,500,000,
and in 1956, an increase in Federal funds from $25 million to almost
$33 million, and the President's Budget for 1957 calls for $37 millionNow, all of this action has also drawn out State funds, an increasefrom $12 million in 1954 to $15 million in 1955, and $19 million in
1956 and in 1957, we hope, to about $22 million.
Now, this is stepping up the program tremendously. One of the,
things the Secretary wanted me particularly to emphasize was the importance of State support in this program. He wanted me to make,
clear the efforts that we are making to try to get more adequate State
support. I thought the chart that we prepared for the Governors.
Conference shows the spread of State effort.
Miss SWITZER. Traditionally, this program has been uneven. It
has been supported adequately in some places and not at all adequately in others.
Now, this line would represent 100 percent conformance by the
States with the President's budget estimates for 1956. This is a year
old, but relatively it is still true. I think it is a wonderful way to
see what we have to do in some States to secure sufficient State support
to match the Federal money that is available to do the job. This
chart illustrates a tremendous lag in some States. Some shifts have occurred, but this
Senator BARKLEY. What does that space there represent?
Miss SwITzER. Well, this is new State money in the program in
1956. This line is what States would have to appropriate in order
to earn all the Federal money available that year.
Now, some States are over this line, and some States are almost
there. It is interesting to see just where each State stands.
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Of course, I cannot help but mention Georgia, because Georgia is
sort of bellwether of the Nation. Last year, for the second time,
Georgia had the greatest number of rehabilitations. It was a great
year to have it happen, too, because the Georgia director, Mr. Paul
Barrett, was one of the great leaders in this program and he died
just a couple of months ago. We still feel his loss very greatly.
But our big problem is to work with States and communities to
get a recognition of what can be accomplished.
Now, I think 1957 is going to be a very interesting year, because
the State legislatures, all of them, are tremendously interested in the
program. One of the advantages that the new law gave us was several
methods of making grants in addition to basic support of the program: special research projects, expansion activities, and extension
improvement projects. We have about 250 projects going in different
communities. Some involve additions of specialized staff, like the
Pennsylvania program for the mentally ill that I mentioned earlier to
Senator Martin. Others. include specialized personnel for the blind,
and programs for special disability groups. All over the country we
have a great deal of activity going on in areas which will indeed produce prompt results.
Now, we have a couple of bottlenecks. The biggest bottleneck is
the shortage of trained personnel. The Congress very wisely gave us
authority to establish a training program, very similar to the ones
that have been found so successful for the Public Health Service programs. When you think of 58,000 individuals rehabilitated out of a
pool of about 175,000 persons being served on any one day in the
year, you can appreciate the number of skilled technicians that are
necessary to provide the rehabilitation services.
Everything is in short supply in this program: counselors, doctors,
specialists in rehabilitation, physical therapists, occupational therapists, special education teachers, hearing specialists, and speech
specialists. All are in short supply.
So we start out to do several things: (1) To try to help the States
recruit staff and train them on a short-term basis so that they can
not only be equal to the expanded rehabilitation program. but to
function in the disability freeze program which most of our State
agencies, as you know, are administering and which represents an
additional workload; (2) long-term training-by that I mean 1-year
or 2-year programs for individuals that will be ready to enter the program in following years; and (3) to increase the pool of specialists.
We have an appropriation of just something over $2 million for
training.
We. have awarded about 100 teaching grants to schools in almost
every State of the Union, over 1,100 traineeships have been awarded to
individuals enrolled in the training programs. It is a very exciting
program, and it is very encouraging how much we hope to get from
the young people who are willing to go into rehabilitation.
After all, there is great competition for persons among the specialties these days. It is hard for me to say that it is better for a person
to go into rehabilitation than into nursing or other fields, because all
the health professions are in short supply. But I do think that
people who go into rehabilitation and who commit themselves for even
a short period of their professional career-and many will stay with
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it all their lives-that here is an opportunity for service to the public
and the disabled that has rewards far and away beyond a good many
other choices.
On that basis, we are hoping to recruit a very high quality of
personnel.
Then we also have a good many projects in research and demonstration and a beginning in establishing regional facilities. Facilities are
a bottleneck, too. We have one Fisherville, but we need many more.
We hope Pennsylvania will establish a center in the next year or two.
Several more are in the planning stage. It is going to take several
years before the kind of service that we have been able to provide
in the presently organized centers can be developed in the new ones.
The Hill-Burton hospital and facilities construction program is
gradually beginning to meet this need. The staffing of these centers
will present an ever-growing problem.
I think that some of the people who operate these centers-you probably have thought about them, particularly Dr. Howard Rusk, who
perhaps has a more intimate knowledge of what is going on and what
needs to be done than anyone I know-can be asked to appear before
your committee and have him tell you what he thinks about rehabilitation and disability.
I feel that the task ahead is to concentrate on community support
of the program, on community interpretation and education, on working with our State groups to get the States to accept the challenge of
what the Government has laid out for them as an ideal, and what
Congress has committed itself to put into this program. Perhaps, in
the next decade of service to people the rehabilitation philosophy may
become the governing one-to make independent and productive citizens out of people that would otherwise be dependent for the rest of
their lives.
I think I have taken too much time, Mr. Chairman, but I have
had a very good time, and I appreciate very much the opportunity to
tell our story to you.
The CHAIRMAN. You made a wonderfully fine statement.
Do you desire your complete statement put in the record?
Miss SWITZER. That would be nice. There are some figures in the
statement that I think might well to have.

The CHAIRMAN. That will be inserted.
(The prepared statement of Miss Switzer is as follows:)
STATEMENT OF MISS MARY E. SwITZER, DIRECTOR, OFFICE OF VOCATIONAL REHABILITATION DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE
Mr. Chairman and members of the committee, it is indeed a pleasure to appear
here today to discuss with you our nationwide vocational rehabilitation program.
It is a rich and rewarding experience to be associated with the program that
has such farreaching social, economic, and humanitarian implications-a program dedicated to helping our handicapped men and women attain a position
of self-sufficiency, dignity, and independence in our society.
My testimony will not cover questions of policy on H. R. 7225; these will be
dealt with in the testimony of the secretary, when he appears.
THE VOCATIONAL REHABILITATION PROGRAM
Vocational rehabilitation is a program with a history and tradition. Established by the Congress in 1920, it was one of the first grant-in-aid programs
of service to people. In 1943 and again in 1954, the Congress enacted legisla73192-56---pt. 2-
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tion which greatly broadened the scope of vocational rehabilitation services
available under the program, and substantially increased Federal financial
support of this vital activity.
Throughout its 35-year history, the purpose of the vocational rehabilitation
program has remained unchanged-to develop and restore the ability of physically and mentily handicapped persons to engage in productive work.
This restorative objective of vocational rehabilitation had gradually become
the ideal-the philosophical ideal at least-of all our health and welfare programs. This concept is well illustrated in a recent address by Secretary Folsom
in which he stated:
"We should not be content with programs-worthy as they are-which simply
relieve human want after it has developed. * * * We must look ahead and head
off problems before they become acute. We must emphasize the services which
help restore persons in need to independence and a better life. This
approach
requires imagination, hard and practical thinking, and a willingness to face
up to
the problem."
Rehabilitation has and needs these attributes-"imgination, hard and practical thinking, and willingness to face up to the problem."
The public program of vocational rehabilitation operates in
48 States,
the District of Columbia, and the Territories of Hiwaii, Puerto all
Rico, Alaska,
and the Virgin Islands. In 36 States, including Hawaii, vocational
tation services for the blind are administered separately by a Staterehabiliagency
or commission for the blind. Responsibility for the administration of services
to the disabled individuals rests with the States.
THE REHABILITATION

PROCESS

The vocational rehabilitation of disabled persons is
highly individualized
process. Even a superficial study of the many people athat
have been served
by this program will show the infinite variety of human nature-for
cdapped person is like all the rest of us with the problems that everyonea handihas.
Disabled persons are referred to the rehabilitation agency from
many
sources-welfare agencies, doctors, hospitals, OASI, employment
schools, and so on. Their contacts and continuing relationships are services,
with
the
rehabilitation counselor, who is the key to all that follows. Through
early
interviews with the disabled person, members of his family and study
of reports
from other agencies, the counselor begins to develop a case history
and makes
a tentative decision about the client's eligibility.
As a basis for further action, a medical examination is made
every case
by a physician of the community. This is often supplemented by in
examinations
by medical specialists. There are several reasons for a thorough
physical
evaluation. It determines (1) cause and extent of disability; (2) presence
or
absence of other physical or mental conditions often not obvious; (3)
disability can be removed or reduced by surgery or treatment; and whether
(4) the
activities which may be safely performed,
With these medical data, the case study and an appraisal of the
person's
vocational aptitudes, abilities, and interests, the counselor arrives
at a vocational diagnosis, and works with the disabled person to develop
a
rehabilitation plan. The services which the disabled person may be complete
include medical, surgical, or nsychiatric treatment, hospitalization, furnished
artificial
appliances, training, transportation and maintenance during rehabilitation,
occupational tools, equipment and initial stock if established in a small
business,
and placement and followup on the job.
Some disabled persons may require all of these services:
may need
only a few. At times, several may be given simultaneously. Inothers
every
services are selected in terms of each disabled person's needs and instance,
provided
solely for the purpose of helping disabled persons to become employable.
The individualized nature of the rehabilitation process can also be illustrated
statistically. For exmn,)le. in one State the vocational rehabilitation
of severely
disabled persons required all the way from 45 to 133 personal contacts
by the
counselor before they could be established in employment.
Vocational counseling, medical examinations, training, placement and
followup
cn the job are available to all eligible
disabled persons regardless of their
economic circumstances. 2'edical services, maintenance, and transportation
are
paid for out of program funds to the degree that the disabled individual
meet the cost. In measuring the individual's capacity to pay, he is not cannot
required
necessarily to be at a relief level. The availability of cash maintenance
in the
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vocational rehabilitation program is an important provision. It permits individuals whose resources for subsistence are limited to take full advantage of
vocational rehabilitation.
Many services must be provided in facilities such as rehabilitation centers,
adjustment centers for the blind and workshops. There is a substantial shortage of rehabilitation facilities and workshops and those that do exist are not
evenly distributed through the country. When appropriate facilities are not
available in the disabled person's community or State he may be sent by the
State agency to some other State where appropriate facilities are available.
For example, on any one day at the Woodrow Wilson Rehabilitation Center at
Fishersville, Va., approximately 125 out of the 350 patients are from about 21
States. At the Institute of Physical Medicine and Rehabilitation in New York
City of which Dr. How ard Rusk is director, you will find disabled persons from
all over the country.
In the period of 1950 to 1954, the Georgia agency sent 49 severely paralyzed
persons to Dr. Rusk's center. Since completing their treatment there, 24 are
back at work, 23 are in various stages of vocational preparation, and only 2
have gone on relief.
I shall return to the subject of rehabilitation facilities later. In the meantimelet me turn briefly to the economics of rehabilitation.
THE ECONOMICS OF REHABILITATION
Vocational rehabilitation is a program with great human, social, and economic
values. There is no way to measure personal and family satisfaction and
happiness when disabled persons are lifted from nonproductive dependency into
the ranks of family breadwinners.
The economic values are more than convincing. For example, about 58,000
disabled persons were rehabilitated during the fiscal year 1955. Disability not
only affects an individual but may affect the total family as well, therefore the
rehabilitation of these 58,000 disabled persons also affects an additional 78,000
family members who were, to some degree, dependent on these persons.
Of this group of 58,000, 76 percent were unemployed when they started receiving vocational rehabilitation services of whom 13 percent had never worked;
only 24 percent were working in one way or another. These in the latter group
were engaged in temporary or part-time jobs, unsuitable or unsafe employment.
or were in danger of having to stop work because of their disabilities.
Vocational rehabilitation is an investment in the conservation of our human
resources that pays dividends. The total earnings of the 58,000 disabled persons
rehabilitated in 1955 were at the rate of $16 million a year when they started their
rehabilitation. After rehabilitation the group's earning power was increased to
$106 million a year. These figures do not include the earnings of farmers and
family workers. In addition this group added approximately 89 million manhours to the productive effort of our economy.
The economic gains are also reflected in other ways. It is estimated that these
58,000 persons will, during the remainder of their working years, repay $10 to
the Federal Government alone in Federal income taxes for each Federal dollar
spent for their rehabilitation. About 11,600 of this group were on public assistance rolls at some time during their rehabilitation. To maintain these disabled
persons on assistance for a single year would have cost around $9.7 million.
Their rehabilitation for useful work cost about $7.7 million.
ADVANTAGES OF VOCATIONAL REHABILITATION TO THE TUBERCULOUS
So much for the economic values of vocational rehabilitation. But there are
other values as well. These values vary from one disabled group to another.
For example, tuberculosis is a relapsing disease. We have to preserve that
which we treat. It costs about $14,000 to treat and care for each new case of
tuberculosis. Yet we often fail to realize that each relapse involves an additional
investment in treatment, together with all the social and economic dislocations
which accompanied the original onset of the disease.
The importance of vocational rehabilitation in preserving the health and
welfare of persons with tuberculosis is revealed in a recent study by Dr. Sol
Warren, a staff member of the New York rehabilitation office, who carried out a
5-year followup of two groups of patients--one group who accepted vocational
rehabilitation and the other group who did not.
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Here are a few of the results: Within 5 years after discharge, 18 percent of
the nonparticipants had died, whereas only 5.1 percent of those who underwent
rehabilitation had succumbed; 62 percent of the nonparticipants suffered relapse
of their disease, whereas only 26 percent of the participants experienced recurrences; 85 percent of the participants were employed whereas the percentage
was 47 for the nonparticipants. During the 5-year period after discharge, the
average sums spent for hospitalization were $259 per participant and $737 per
nonparticipant. The participants as a group received public aid for 6.5 percent
of the followup period as against 13.3 percent for the nonparticipants.
THE CHANGING CONCEPT OF DISABILITY
Throughout the history of the vocational rehabilitation program we have witnessed substantial changes in the concept and management of disability as well
as the impact of disability on our national economy.
Physical fitness
The selective-service program of World War II brought into bold relief the
fallacy of our national concept of physical fitness. It came as a distinct shock
to the Nation to learn that despite its high standard of living, 40 percent of its
selectees for military service were rejected because they could not meet standard
physical requirements. But the war taught us, too, the tremendous contribution rehabilitated handicapped workers could make to the defense effort on
the production line. Many crucial jobs were performed by the blind, deaf, and
orthopedically disabled more effectively in many instances than so-called normal
people.
This experience demonstrated most strikingly the basic error of our thinking.
For years false concepts of physical fitness have had an important influence on
our civil and industrial life. Vague standards have been created that condemn
those with physical defects as unproductive. This is well illustrated by the
tragic aspect of epilepsy for the majority of the 1 million epileptics enjoy normal
health except when having seizures. Except for those few cataclysmic minutes,
which come only periodically, they look, act, and feel like other persons. But
because of these few minutes and the long social stigma attached to them, most
epileptics have been-and still are-denied the privilege of living and working
like other people.
Studies reveal that, with few exceptions, rehabilitated workers are as fully
productive as the so-called normal persons. Though the presence of physical
defects may imply limitation of capacity of work in some cases, this premise
is false in the majority of cases among the total disabled population. There is
no strict or objective demarcation between disability and incompetence. When
a specific "disability" does not, in fact, interfere with the performance of a job,
the "disability" ceases to bE a disability. As one authority sums it up, less than
1 percent of the working population are physically fit for all types of work.
Mechanization in industry has also contributed toward a more realistic concept of disability. In many types of employment a man works only on a part
of a job. Many machines can and are operated by totally blind; they do some
jobs better than the sighted. The amputee is no longer confined to the job of a
night watchman. If what some of our economists tell us 'about automation
is true, then we must look toward the use of practically all of our disabled people
to meet industrial needs.
Medical advances
Since World War II there have also been developments in other fields that
have a profound impact on the total problem of disability. Thanks to wonder
drugs, vastly improved surgery, better hospitals and diagnostic facilities, and
many other advances, thousands of our people are alive today who, with the
same illness or injury less than 50 years ago, would have died. Few paraplegics
survived World War I. Almost all of the 2,500 paraplegics of World War II
are still alive and most of them are employed. Many of the patients who leave
the hospital "cured" also leave with a serious disability. Each of them represents a precious human life saved-yet each raises the question of whether the
same society which can save a life can give meaning to it.
Our very success in the constant struggle against disease and death has in
fact created medicine's number one problem-the problem of chronic disease in a
population in which the average age is rising. The life expectancy of our people
today is 68, on the average, as against 49 at the beginning of the century. As
our population grows older, it can be expected that chronic disease and its result
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in physical disability will increase correspondingly. Lacking a cure for many
of the chronic diseases that produce disability, we must turn to rehabilitation
to teach the disabled to live within the limits of their disabilities and to the
fullest extent of their capabilities. We are now in a position to do more to
overcome the handicapping effects of disability than at any time in our history.
New methods of cardiac surgery permit young adults crippled with mitral
stenosis and congenital heart disease to grow up as productive rather than
vegetative members of society. The cerebral vascular accident patient provided with modern physical medicine and rehabilitation can frequently return
to a productive life. Like the young physician who had a severe heart attack
at the age of 41 and returned to continue his practice of medicine. He died at
the age of 69 following his ninth heart attack.
As for the paraplegic, of whom there are more than 85,000, the contribution of
physical medicine and rehabilitation can be strikingly illustrated. A car in
which a young Georgia boy, age 21, was riding, overturned and he was thrown
from the seat next to the driver. His spinal cord was severed causing permanent paralysis of his entire lower extremities. Because of the disability he was
unable to return to his job at the textile mill. After many months in the hospital he was sent by the Georgia rehabilitation agency to the Institute of Physical
Medicine and Rehabilitation in New York City. Here he learned how to get
out of bed to perform the activities of daily living, take care of his personal
needs and get about with the aid of crutches. When he left the institute he
entered training to become a watch repairman. After completing his training
his first job paid a beginning wage of $40 per week. Since then his weekly
salary has been substantially increased. It cost Georgia about $6,000 for his
rehabilitation. Had he been required to become a public charge, it would have
costaround $21,000 to provide him with a minimum level of subsistence through
age 65. Today he is a taxpayer rather than a burden on his family and his
rehabilitation saved the taxpayers about $15,000. This case illustrates the
point made earlier of the direct relationship of severe untreated disability to
dependency and relief costs.
We often associate arthritis with aging-this is largely true for osteo-arthritis but rheumatoid arthritis, which causes the greatest crippling, usually strikes
young persons and adults in their prime. As yet we have no cure for this
disease. But frequently we can reduce the amount of crippling and achieve a
productive life. One of my favorite cases is a Wilkes-Barre, Pa. boy, now 23,
who was first stricken when he was 7 years old. When he came to the Pennsylvania rehabilitation agency he was unable to walk or to get from his wheelchair to a standing position. Both arms as well as both legs were affectedArrangements for surgery, physical rehabilitation procedures and special braces
by the Pennsylvania rehabilitation agency did restore partial use of one arm and
hand and both legs. This boy has retained, through his painful young life, three
basic elements which made possible his complete rehabilitation-his spirit and
understanding, artistic ability and sufficient motion in one arm and hand to.
paint and draw. Today he is a commercial artist serving numerous stores and
businesses in his home community. He is now a proud and self-sustaining
citizen.
Industrially injured
We have a strong belief that when adequate medical care for the injured
industrial worker covered by workmen's compensation includes rehabilitation
procedures, the degree of permanent disability is generally lessened. The Canadian experience would tend to bear this out. Although there are many other
elements which might make it unwise to draw the comparison too far, these
facts are interesting. In the Canadian Provinces physical medicine and rehabilitation is an integral part of medical care and treatment under the workmen's
compensation program. A recent study of experience in 37 jurisdictions in theUnited States and 3 in Canada revealed the following: The ratio of permanent
disability cases to all compensation cases in the United States varied from a
low of 7.7 in Florida to a high of 30.6 in Illinois. In Canada, Ontario had the
lowest rate of 3.8 and British Columbia had the highest, 5.1. Even more
striking figures are found in two States not included in the study. In New
York, the ratio was over 30 percent and in New Jersey over 66 percent.
Mental illness
I want to add a word, too, on the importance of thinking of mental patients,
particularly those in our State hospitals, as an important group of our disabled
who can profit from vocational rehabilitation.
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Mental patients formerly considered hopeless victims of many mental disorders are now responding to new methods of drug and shock therapy, and an
increasing number given proper assistance are being returned to active and productive life in the community. Between 15 and 25 percent of all patients discharged from mental institutions require rehabiliattion services to meet problems of vocational adjustment. Our mental hospitals are rapidly changing from
custodial institutions to treatment centers. Today, where intensive treatment
is available, 75 percent of first admissions to mental hospitals can be expected
to leave within 3 months.
Each year the public program of vocational rehabilitation succeeds in rehabilitating a few more mental patients. In the last 5-year period, 1950-54,
14.791 persons with mental and emotional disorders were rehabilitated-an
increase of 35 percent over the 10,783 persons with these disorders who were
rehabilitated in the 5-year period 1945-49.
The sum total of all of these advances-in medical knowledge, the introduction of new drugs and surgical procedures, the use of new methods for training
the disabled in the activities of daily living, and the application of improved
techniques of selective placement-makes it possible for thousands of our disabled men and women who, a relatively few years ago, would have been considered hopeless, to resume active lives and to enter the labor force as selfsupporting citizens. As a result society's attitude toward disability is rapidly
changing.
We now look to the abilities of a person who has a physical or mental impairment, rather than to his disability. We look to his abilities to overcome his
impairment and to resume an independent, self-respecting way of life.
AN EXPANDED REHABILrTATION PROGRAM

Dramatic as these advances and accomplishments may appear, we are falling
far short of meeting even the annual needs. Each year an esitmated 250,000
of some 500,00 persons disabled by disease, accidents, or congenital conditions,
come to need vocational rehabilitation in order to work. Less than 60.000 disabled persons are being rehabilitated annually under the Federal-State program. It is easy to understand therefore why there are over 2 million disabled
persons in the United States today who need vocational rehabilitation services.
It was for the purpose of helping the majority of our handicapped citizens
overcome the personal disaster resulting from disability that the President, in
his 1954 health message, strongly recommended that consideration of both
humanity and self-interest demand immediate measures for the expansion of our
rehabilitation resources, in order that at least 200,000 disabled persons might be
rehabilitated annually. The Congress enacted three major laws directed d toward
this objective: (1) the vocational rehabilitation amendments of 1954; (2) the
Medical Facilities Survey and Construction Act of 1954, which provides Federal grants to States and communities for the construction of comprehensive
rehabilitation centers; (3) the 19,54 amendments to the Social Security Act to
preserve old-age and survivor insurance benefits for persons who become permanently and totally disabled before age 65.
The objective of the new Vocational Rehabilitation Act is to provide for a
progressive expansion of the vocational rehabilitation program to the End that
200,000 disabled persons might be restored to productive activity annually. The
new program is bold in concept and far reaching in scope. It provides for a progressive increase in Federal financial support of the Federal-State program in
order to bring services to more disabled people. It authorizes funds for training in order to reduce the acute shortage of physicians specializing in rehabilitation, physical and occupational therapists, rehabilitation counselors, speech
and hearing specialists, and other personnel who provide rehabilitation services
to disabled people. It provides financial support for research and demonstrations to develop new knowledges and new techniques and to improve present
practices. It provides for financial participation in the establishment and expansion of specialized rehabilitation facilities and sheltered workshops. It also
opens the way for nonprofit voluntary organizations to participate in the public programs by making Federal financial aid available for the first time for purposes consistent with the program.
PROGRESS UNDER THE 'NEW ACT

This is our first full year of operation under the new act. The groundwork
that has been laid during the tooling-up period toward further long-range prog-
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ress has been heartwarming; the response of States and State officials toward
greater effort has been gratifying; the activity of the individuals and voluntary
groups has exceeded all expectations; so all who are concerned with our disabled
citizens can feel assured that rehabilitation services for them will continue to
expand and improve.
Number of rehabilitate
In fiscal year 1955, the downward trend in persons being rehabilitated annually
by the States which began in 1952 was checked and an increase of 4 percent was
achieved-57,981 rehabilitations in 1955 as compared to 55,825 in 1954. Goals
established by the States indicate increases in the number of rehabilitants to
70,000 in 1956 and 80,000 in 1967. More than 176,000 disabled persons were referred to the State agencies during 1955. This marks the highest number of
new referrals received during a year in the history of the program. By November 1955, of the 53,837 "freeze applicants" referred to the States for disability
determinations, 14 percent had been accepted by the State agencies to determine
whether vocational rehabilitation was feasible.
Increased State support
One measure of the acceptance of the new program is the extent to which the
States have responded in increasing their share of the cost of the program. In
1954, the States contributed about $12.5 million to the program. In 1955, this
increased to $15 million, 20 percent more, and in 1956, States expect to spend
$19 million, about 50 percent more than in 1954.
Continued increases are expected for 1957. It is estimated that the States
will make $21.7 million available for rehabilitation purposes in 1957. This represents a 70 percent increase over expenditures by the States during 1954.
These results are due to the fact that a number of the State Governors and
other State officials, State legislatures, lay and professional groups, and the
people in these States--are giving vigorous and realistic support to the program.
In other States the support and effort has not been as great. This variation in
State effort is evidenced by the fact that percentage of increase in State funds
in 1956 over 1955 ranged all the way from zero to over 100 percent. Continued
progress toward reaching our goal of 200,000 rehabilitations annually will require
maximum effort on the part of all States, voluntary agencies and community
groups.
Rehabilitation as a comnmt nity enterprise
Another index of program acceptance is the accomplishments of joint planning
by State rehabilitation agencies and voluntary groups to increase community
rehabilitation resources.
Flxpansion grants, which are designed to give a new lift to the program, provide striking examples of cooperative planning. Two-thirds of the expansion
projects approved in 1955 were from nonprofit organizations. They were developed jointly with the approval of the State agency to meet State program
needs for facilities and specialized services. Of those approved so far in 1956, 85
percent have been developed in this manner by nonprofit agencies. For example,
grants in excess of $100,000 have been made to assist in the establishment or
expansion of speech and hearing facilities in 20 different communities. Assistance has also been extended to 20 different communities to expand their rehabilitation facilities.
An increasing number of new district and local rehabilitation offices are
being opened and staffed with counselors throughout the States. There are
508 such offices maintained by the State agencies as compared to the 448 which
existed a year ago, an increase of 60 new points of service.
Another evidence of community support is represented by the large number
of extension and improvement projects being developed under the auspices of
voluntary organizations such as local associations for retarded children, United
Cerebral Palsy Association, hearing societies, Goodwill Industries, and tuberculosis associations.
Many of the new rehabilitation methods and procedures which are being developed under the expanded program are being adopted on a statewide basis.
Pennsylvania experimented with the placement of a rehabilitation counselor in
one of the State mental institution. The arrangement proved so successful in
providing rehabilitation services to turn patients to active and productive life
in the community that this system has been put into effect on a Statewide basis.
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Increasing the sipply of rehabilitationpersonnel
The greatest single obstacle to the more rapid expansion of all types of rehabilitation services is the acute shortage of trained personnel. Every one of the 58,000
individuals rehabilitated last year in the public program required the services of
from one to a dozen highly skilled people.
Almost everywhere these skilled people are in critical short supply. As a result
practically every facility has a long list of disabled persons who need service
and become impatient awaiting their turns. In the many places where services
are nonexistent, people are demanding and bidding for their share of those
precious talents. Everywhere we turn there is the same plea-"find me a doc
tor"-"train us a dozen counselors"-"where are all the physical therapists
going."
We now have, under the new act, a program of support to institutions and individuals to train the many specialists needed in an expanded rehabilitation program. A total of $2,075,000 was made available in 1956 for the support of the
training program. During the year, 124 teaching grants were made to training
institutions and traineeships were awarded to 1,177 individuals. Of the teaching
grants, 34 were for rehabilitation counseling, 5 for the training of physicians, 32
in the field of social work, 4 for nursing, 15 to schools of occupational therapy,
and 10 to schools of physical therapy. The remaining number were for shortterm programs for hearing specialists, rehabilitation center administrators, workers for the blind, and other types of specialized personnel. The 1,177 traineeships were awarded for both short- and long-term training in those several fields.
Research and demonstrations
The authority to make Federal grants for the support of research and demonstration projects represents a milestone in the history of the rehabilitation program. Research and demonstrations are as important to the adavancement and
improvement of rehabilitation as the research and demonstration programs in
public health are to the preventing, care, and treatment of disease.
Some of the most imaginative and creative work being done in rehabilitation
today is being supported under this section of the act. Our Office is guided in this
work by the 12-member National Advisory Council on Vocational Rehabilitation
which considers and makes recommendations on each project application.
Since the initiation of the research and demonstration program, 46 projects
in 17 States have been approved. For example, one project is designed to develop
and demonstrate ways in which psychiatric treatment can be provided to deaf
persons. Until now, the problem of communication with a deaf person has made
adequate psychiatric treatment almost impossible.
Another project has as its purpose the study and demonstration of the work
potential of the epileptic whose seizures cannot be brought under complete control. Another deals with developing work opportunities for the young mentally
retarded adult. Each project is unique and each is directed toward finding the
answers needed to provide the basis for better rehabilitation services to more
disabled people.
THE TASK AHEAD

We have presented for you a broad overview of the status of vocational rehabilitation as it exists today. Rehabilitation is a constructive approach toward
meeting the problems of disability. At the same time we realize that not all disabled persons can be established in remunerative employment. However, we
know more about overcoming the handicapping effects of disability than at any
time in our history if we choose to do something about it. We are not yet
investing as much in support of our rehabilitation efforts as we are in maintaining disabled persons at public expense.
Public Law 565 (83d Cong.) provides the basis for a substantial expansion
of our rehabilitation network. Many serious problems lie ahead for the States,
the cooperating agencies, and the Federal Government. Some of these problems,
like the training of personnel, take time to overcome. However, our goals are set
The rate at which we move ahead in reaching these goals will be in proportion
to our national effort and support of the program.

The

CHAIRMAN.

Are there any further questions?

(No response.)

The

Miss

CHAIRMAN. Thank you very much, Miss
SWITZER. Thank you very much, indeed,

Switzer.
all of you.
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You made a great statement.

The next witness is Mr. E. B. Whitten, executive director of the
National Rehabilitation Association.
STATEMENT OF E. B. WHITTEN, EXECUTIVE DIRECTOR, NATIONAL
REHABILITATION ASSOCIATION
Mr. WRITTEN. Mr. Chairman, I am glad that Miss Switzer's testimony preceded mine, for it gives an excellent background for some
of the things I am going to say about existing and proposed legislation
bearing on this field.
I had wanted to say many of these things, but felt that I could not
take the time to do so.
I am going to stick rather closely to my prepared statement, but
I may interpolate at various places as we go along.
I think I will skip the identifying paragraphs and go down to the
last paragraph of the first page, saying in advance that before I
could really express myself intelligently upon the proposed legislation which you are considering, I feel it necessary to say something
about the existing program of social security, particularly those
phases that went into effect following the passage of the amendments
in 1954.
The inportant relationship of rehabilitation to disability insurance
was reflected in the 1954 amendments to the Social Security Act,
which set up a preservation of benefits program. State rehabilitation
agencies or other appropriate State agencies were to make determinations of disability for the Secretary. In addition, it was declared
to be the policy of Congress that disabled individuals applying for
determination of disability should be promptly referred to the State
rehabilitation agencies so that the maximum number of disabled
individuals could be restored to productive activity. The importance of the relationship between rehabilitation and the proposed
preservation of benefits program was emphasized by Assistant Secretary Perkins in his testimony before the House Ways and Means
Committee as he explained how the determination of disability would
work out in actual practice.
A person who was disabled would apply to one of the 512 OASI field offices
for preservation rights under this disability freeze. If he had the required work
history, under the 0ASI system, he would be referred to the State vocational
rehabilitation agency, where he would be given an examination by the counselor
61n the agency, who would call for a medical examination by one of the local
doctors in the community, if needed, under the usual working relationships
which exist between the State vocational rehabilitation agencies and the doctors

today.
This disability examination would serve as the evidence as to whether his
rights should be preserved under this proposal. At the same time, it would
serve as the basis for the rehabilitation plan, which the State vocational rehabilitation agency would draw up for the worker, and the worker would be returned
to work; that is, if the rehabilitation were successful.
This rehabilitation would be a part of the usual State-Federal vocational rehabilitation program and would be financed in the usual manner under that
program.

Now, the Senate seemed to concur in this viewpoint with respect to
how this legislation would work. The Senate report, page 22, states:
By and large, determinations of disability will be made by State agencies administering plans approved under the Vocational Rehabilitation Act. This
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would serve the dual purpose of encouraging rehabilitation contacts by disabled
persons and would offer the advantages of the medical and vocational case development undertaken routinely by the rehabilitation agencies. These agencies
have well-established relationships with the medical profession and would remove the major load of case development from the Department.

The States also took this relationship seriously as is evidenced by
the fact that more than 40 of the States designated their State rehabilitation agencies to make determinations of disability for the Secretary.
By the way, public assistance agencies make the determination in the
remainder of the cases.
State rehabilitation agencies had not asked for the responsibility for
making disability determinations but were willing to take on this
added responsibility, because they believed that in so doing they would
be facilitating the rehabilitation of handicapped persons for whom
they have primary concern.
In actual practice, however, the program has not worked out as Congress or the States thought that it would. With respect to the
":prompt referral," only those applicants who sign an agreement to
be referred to State rehabilitation agencies are being referred, and
this is less than 50 percent of all applicants. The policy which OASI
has adopted with respect to referral apparently stems from a long
standing departmental policy with respect to the confidentiality of
records. There has been discussion in the Department with respect
to whether there should be a relaxation of this policy, but there has
been no announced change as yet.
With respect to the dual purpose medical workup which Congress
seemed to expect, and which the State rehabilitation agencies thought
would be useful in their rehabilitation efforts, a review of the present
process of making medical determinations will show how this is working out. An individual contacts an OASI office in person or by mail
wanting to apply for the waiver of premium, so to speak.
His work record is checked by OASJ to determine whether he is
eligible in this regard. If he is, he is given a one-pace medical report
form on which he is requested to present proof of his disability. He
is also asked if he wants to be referred to the vocational rehabilitation
division in the State for possible rehabilitation services. OASI may
help the applicant get certain types of information, such as from
the Veterans' Administration or other Government agencies. The
applicant gets a physician of his choice, or a hospital or clinic where
he has been treated, to fill out the medical report form. This form.
is returned to the OASI, which, after examining the file. may request
additional information from the applicant. Finally, usually several
months after the initial application, the file of the ease is sent to the
State agency to be used in making a determination of disability. The
rehabilitation agency, its counseling staff supplemented by medical
consultants, then makes the determination of disability. In at least
95 percent of the cases-and I think 98 percent would be more accurate-the determination is made without a representative of the rehabilitation agency seeing the applicant. Although this determination
of disability is an important function, even under these conditions,
it is evident that the State agencies, rehabilitation agencies in par-.
ticular, are not able to bring to bear upon the applicants their most
important skills, which are their abilities to counsel applicants and
help them determine their potentialities for rehabilitation.
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The whole emphasis in this process, from a rehabilitation standpoint, is negative, that is, its objective is to prove disability. On the
other hand, a rehabilitation evaluation is positive, it stresses abilities
and potentials rather than disabilities. It may be argued that it is
not a proper function for an insurance program to be concerned with
abilities and potentials but it certainly seems to have been the intention of Congress when the 1954 amendments were passed that the
positive or rehabilitation approach be taken in making deternination of disability. Otherwise, there need have been no concern with
rehabilitation in this legislation. If a program of cash benefits is to
be initiated, as provided in H. R. 7225, it is even more important that
a rehabilitation approach be taken in making the determinations of
disability. If this is not done, rehabilitation as a philosophy may be
undermined and the cost to the trust fund will be enormous.
Although the disability freeze manual prescribes certain conditions
under which State agencies may secure and pay for additional medical information, over and above that which the client brings in on
the form which has been given to him, the provisions are so drawn as
to discourage this practice except in rare instances. In other words
for the State agencies to secure a medical examination at their own
option is the exception rather than the rule. This committee no doubt
has heard much testimony as to the difficulty in determining the nature
and extent and duration of disability and the difficulty of evaluating
such disability in terms of an individual's ability to engage in gainful
activity. This is a difficult undertaking at best but one which is
almost impossible if the highest professional skills are not used in
making this determination.
The TNational Rehabilitation Association feels strongly the determinations of disability are being made in many instances without
adequate, medical information, and I might add, other important
information. Personnel engaged in the States in making determinations are practically unanimous in supporting this viewpoint. In
fact, I do not know of any exceptions to that statement. State rehabilitation agencies, particularly, are distressed that the present
methods of administering this program do not offer the possibilities
of advancing the rehabilitation of applicants that had been expected
in the beginning. If a program of cash benefits is undertaken, it is
doubly important that more adequate medical and other information
be available to assist in making determinations.
Now, here, I think, is where the difficulty comes from. It stems
from the interpretation of the provision of section 215 (i) thatan individual shall not be considered to be under a disability unless he furnishes
such proof of the existence thereof as may be required.

By the way, this is a section that governs all other aspects of OASI.
This provision is being applied to the "Waiver" just as similar provisions have been traditionally applied to the determination of eligibility for other OASI payments, for instance, cases in which the
establishment of date of birth, quarters of coverage, et cetera, are the
only criteria for eligibility. In our judgment, Congress should consider whether this concept is sound in administering a program which
involves so complicated a process as determination of ability to engage
in gainful activity.
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I might add here that I think the very heart of this program was
approached by one of the Senators this morning when he brought up
this matter of a changing concept of disability. I do feel that that is
the key upon which the decisions of Congress ought to be made with
respect to certain phases of this legislation.
If a program of cash benefits is to be established, this is the time
to make this fundamental decision. This is true whether benefits are
to be available at age 50 or at a later age. Besides, we have assumed
that a cash-benefits program, regardless of the age group to which
such benefits are made available in the beginning, will eventually be
extended until it covers all the working population. If this assumption is to be accepted, it becomes doubly important that procedures
designed to encourage the rehabilitation of the largest possible number of the disabled be adopted at the beginning of a cash benefits
program.
H. R. 7225, the bill now before the committee, also puts much emphasis upon the relationship of rehabilitation to disability insurance.
The provisions of existing legislation that determination of disability
be made by State rehabilitation agencies or other appropriate State
agencies is retained; also retained is the declaration of policy that
applicants be promptly referred to State rehabilitation agencies. In
addition, in section-222 (b), the Secretary is given authority to reduce
payments to individuals who refuse without good cause to accept
rehabilitation services available under a State plan approved under
the Vocational Rehabilitation Act. It is further provided in section
222 (c) thatan individual shall not be regarded as able to engage in substantial gainful
activities solely by reason of services rendered to him pursuant to a program
for his rehabilitation.

There is a 12-month limitation on this exemption. This section is
expected to be an incentive to an individual to accept rehabilitation
services.
Now, these provisions indicate the concern of the House of Representatives that the rehabilitation of the handicapped be encouraged.
We believe this position to be a sound one. It will be some time
before it will be known what percentage of individuals who make
application under a cash-benefits program can be rehabilitated by
the State rehabilitation agencies.
I might say here that the experience up to now is not very clear in
this regard because the cases that have applied for the waiver have
in the main been people who have been disabled for many, many
years. And, of course, later on, under a cash-disability program,
applications would be current and therefore in a few years, valuable
experience could be gained.
Certainly, all cannot be rehabilitated at this time. If the number to be rehabilitated should turn out to be a very small percentage
of the total number making application, it would still be to the
best interest of the Government in general, the OASI trust fund, and
the individuals concerned, that rehabilitation be undertaken. Emphasis upon rehabilitation is not to be interpreted as being an effort
to try to keep severely handicapped persons from drawing disability
insurance. Rather, it is to give every disabled individual an opportunity to determine for himself whether he should undertake to
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rehabilitate himself before he accepts OASI cash benefits. The
time for the emphasis upon rehabilitation is before a person is
judged to be under a disability which makes him eligible for cash
benefits. While some people will be rehabilitated after they have
started drawing cash benefits, it is generally recognized in rehabilitation circles that a pension is not an incentive to rehabilitation and
may often be the opposite.
With respect to H. R. 7225, the legislation now before this committee, the National Rehabilitation Association is not taking a position on the bill as a whole. Neither do we attempt to advise congress
as to whether a disability-insurance program should be undertaken
at this time. If a cash-benefits program is to be initiated, we do have
firm convictions with respect to what its relationships to rehabilitation should be. Accordingly, in the next few paragraphs we shall
outline our position on the bill as it relates to rehabilitation.
1. We believe that the determination of disability under a cashbenefits program should be made by the States. We believe that the
experience in the cooperative State-Federal relationship under the
"Waiver" has demonstrated the soundness of this procedure. Although there have been administrative difficulties in getting the program in operation, each State has now designated a state agency to
make the determinations and the program is well advanced in most
of the States. The effectiveness of this State-Federal relationship
should improve as the program develops.
And let me add here that any statement that I have made with
respect to the administration of this program has not been a criticism
of the administration of the program in itself, which is being handled
very efficiently. Our differences are differences of philosophy, with
respect to what the intent of Congress should be, and the general
guiding principles that should guide the administration of such a
program.
Our principal reason for believing that determinations of disability should be made by the States is that we think this is the only
way Congress can be sure that a close relationship will exist between
state rehabilitation programs and the Federal cash-benefits program.
We believe that the declaration of policy on the part of Congress
that applicants be referred promptly can and should be activated.
2. We believe that the existing concept that the applicant shall
furnish proof of his disability should be examined to see if this concept, as now implemented, is appropriate for the present program or
for a cash benefits program. We believe, ourselves, that representatives of State agencies making determinations of disability for this
"waiver" should interview applicants and secure medical and other
examinations as are indicated.
An effort should be made to discover abilities and potentials not
just a prove disability. OASI regulations should aim to secure uniormity in procedures in making determinations but should not unduly restrict State agencies in exercising the professional judgment
of their representatives as to the necessity for medical and other data
needed in individual cases. A professional approach to the determination of disability will, of course, be more expensive. It will be a
very small investment, however, when considered in the light of huge
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sums that will be paid out in cash benefits. No doubt it will save more
money than it will cost.
3. We believe that in any program of cash benefits every possible
incentive should be provided to encourage applicants for such benefits
to accept rehabilitation services. In this connection, we approve section 222 (c) of H. R. 7225 as its intent is explained in the House
report accompanying the bill.
Quoting from the reportthe bill specifically provides that a person who performs work while under a
State rehabilitation program will not, solely by reason of his work, lose his
benefits during the first 12 months he is testing out his earning capacity.

We believe the language of this section should be studied carefully
to see if it really means just what the report says it means. In addition to this incentive, we would add another, that is, that a recipient
of cash benefits who is undergoing rehabilitation would have his
benefits increased 25 percent during the period of his rehabilitation,
but not to exceed 18 months. We feel that this cash incentive would
be extremely helpful in encouraging recipients to undergo rehabilitation, and that the small additional expenditures from the trust fund
would be repaid many times in additional payments to the trust fund
from people after they are rehabilitated.
Incidentally, this principle is found in a number of workmen's
compensation laws throughout the country and has been found useful
in encouraging rehabilitation.
As already indicated H. R. 7225 provides that those who are determined to be under a disability will be eligible to receive benefits
at age 50. Some have expressed the viewpoint that rehabilitation
has little to offer to those over 50 years of age. At one time this might
have been true, but no longer. In 1935, only 7.2 percent of persons
rehabilitated under State-Federal rehabilitation programs were 50
years of age or over. In 1954 this percentage had increased to
16.5 and may be expected to go higher. Incidentally, 4.7 percent were
60 years of age or over.
Mr. Chairman, this concludes the formal statement of the National
Rehabilitation Association. In this testimony, we have not offered
specific amendments to H. R. 7225 to carry out the ideas we have
expressed. We are in position, however, to assist the committee in
preparing such language if the committee will seek our assistance
We will be glad to be of any help that we can.
Thank you, Mr. Chairman.
The CHAIRMAN. Thank you very much, Mr. Whitten.
Any questions?
(No response.)
The CHAIRMAN. Thank you, sir.
Mr. WHIrrEN. Thank you.
The CHAIRMAN. The next witness is Dr. James L. Doenges, president of the Association of American Physicians and Surgeons.
Senator CARLSON. Mr. Chairman, before Dr. Doenges starts his
testimony, I would like to read a wire [reading:]
KANSAS CITY, KANS.

Senator

FRANK CARLSON,

Washington, D. C.:
Testimony which Dr. James L. Doenges, president of the Association of American Physicians and Surgeons will give before the Senate Finance Committee
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on February 16 represents the sentiments of the doctors in Cowley, Butler, Greenwood, Elk, and Chautauqua Counties on bill H. R. 7225.
JAMES E. HILL, M. D.,
Counselor 8th District, Kansas Medical Society.

Thank you
Doctor, we are glad to have you, sir. You may proceed.
The CHAIRMAN.

STATEMENT OF DR. JAMES L. DOENGES, PRESIDENT, ASSOCIATION
OF AMERICAN PHYSICIANS AND SURGEONS, INC.
Mr. DOENGES. I wish to thank the chairman and this committee, for
the privilege of appearing before you to register opposition to H. R.
7225, on behalf of the Association of American Physicians and Surgeons, of which I am president. This comment also reflects the opinion of a large number of individuals with whom I am acquainted, but
for whom I have not been instructed or authorized to speak.
On July 6, 1954, it was my privilege to present testimony for this
association in opposition to H. R. 9366. The present discussion is a
continuation of that testimony. Many points mentioned previously
have been avoided to prevent repetition. However, since we regard
those points as pertinent we have attached a copy for ready reference
of the previous testimony to the present testimony to make our objections more complete. We hope it may be introduced as a supplement
to this testimony.
The time is past when extension of social security can be viewed with
anything but serious misgiving and extreme concern. The program
has been extended until at present it has become one of the most important features in an ever-expanding program adopted from foreign
ideologies aimed at the destruction of the principles of our Government and the principles upon which our Constitution was founded.
Passage of H. R. 7225 would practically eliminate from the American scene the rights of any individual to plan his future. It would
force him to become dependent upon the Federal Government and contribute to and be a part of a system which many of us believe would
result in the destruction of our republican form of government and
eliminate practically all the rights of the individual. We want to
preserve this Government as well as the rights of every citizen.
A deep and serious concern for the future of this Nation, the maintenance of these rights, and the desire to retain for future generations
the privilege of living under some semblance of the principles through
which our Nation has advanced so rapidly, compels us to request rejection of H. R. 7225.
For years, many have questioned the advisability of extending the
system of social security. Defects have been pointed out by many.
The dangers of continuation and expansion of this actuarially unsound program have been stressed. The evil of piling debt upon
future generations has been stressed. The inflationary tendencies have
been emphasized. These objections have failed to dissuade previous
Congresses from extending the system.
The American people have never had a fair chance to understand,
to appraise and to evaluate the social security system. The original
social security law was declared constitutional after a relatively limited and even questionable consideration. None of the other features,
the amendments or subsequent changes have been considered from

600

SOCIAL

SECURITY

AMENDMENTS

OF

1955

in
the constitutional point of view. The question of constitutionality
old-age
Federal
a
of
establishment
the
the decision of 1937 was on
on self-emretirement program. The constitutionality of such a tax
ployed has never been determined.
been
Many basic questions in regard to the constitutionality have
courts
the
before
hearing
a
secure
to
raised. It has been impossible
hear questions
on these questions. The courts have even refused to
and
Constitution
the
of
violation
the
to
which have direct reference
Rights.
of
Bill
raised is
One of the most important questions which has been against
collector,
tax
a
be
to
forced
be
can
individual
an
whether or not
to secure a
his will, without remuneration. It has been impossible
We bematter.
this
on
decision
a
alone
let
hearing,
Supreme Court
of
operation
the
in
lieve this practice is unconstitutional. However,
inprograms,
tax
withholding
all
and
program
the social security
numerable individuals are forced to be tax collectors without remuneration, against their will. By extending or expanding the social
security program, each Congress has ignored questions such as this,
and in so doing has indicated disregard of the Constitution and Bill
of Rights.
Requests for a thorough investigation of the entire system, including its basic philosophy as well as its historical background have been
made repeatedly. No thorough investigation has been conducted to
date. The subcommittee under the direction of Representative Curtis
carried out a rather limited investigation, but very studiously avoided
certain areas which are of greatest importance. The basic principles
underlying the entire system were not touched upon at any time.
In the hearings held by the Curtis subcommittee, the extent to
which misinformation has been supplied about the program was mentioned but was not discussed in detail. The American people have
been misled throughout the entire 20 years of the existence of this
program, by extremely clever propaganda produced by tax paid
propagandists within the social security system itself. The innumerable booklets, pamphlets, and pages of material which emanate from
that Department are cleverly designed and so misleading that anyone supplied with this material, and not having an opportunity to
learn the facts, would obviously be in favor of the program and its
extension. I am certain you are acquainted with this material, but
it would be well for Congress to examine the many pamphlets which
have been produced and supplied to the public, completely misrepresenting the purposes and results and outcome of this program. Some
of these pamphlets are illustrated with very clever cartoons. The
disservice which has been done to our Nation by this means defies
comment.
Anyone reading the newspapers in a local community cannot help
but be amazed at the large quantity of material which is released by
the Social Security Administration in praise of its own program.
Practically none of this material is factual to the extent that it ever
indicates any of the defects or any of the fallacies of the program.
It constitutes one of the best examples of a bureaucracy perpetuating
itself by persuading the people to demand its extension which we
have today.
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Senator BARKLEY. Mr. Chairman, I would like to go to the floor, and
I would like to ask the doctor one question.
Dr. DOENGES. Yes, sir.
Senator BARKLEY. Up to now you have indicated that you are
opposed to the whole system, as it started and as it has been developed.
Is that true?
Dr. DOENGES. We are not opposed to a system of social security.
We believe there are better ways of solving it than this particular law.
Senator BARKLEY. You mean the law as it is now?
Dr. DOENGES. That is correct, Senator Barkley.
Senator BARKLEY. So you would be for the repeal of the whole
social security system as it exists?
Dr. DOENGES. We believe very firmly that these matters dealing
with assistance to the aged and the like can be handled much better
at a State level, without Federal interference.
Senator BARKLEY. Have you recommended or favored such legislation within the States?

Dr.

DOENGES.

No.

Senator BARKLEY. Would you oppose it if it were proposed by the
State on the same basis?

Dr. DOENGES. No, sir.

Senator BARKLEY. What is the difference between your concept
of the duty of a State and the duty of a whole nation?
Dr. DOENaES. It is the feeling, Senator Barkley, that in our States
we have considerably more access, immediate access, to our represelitatives and senators at the State level. I do believe that in the States
you have the peopleSenator BARKLEY. You mean you have more local influence on the
members of your State legislature in opposition to what you do not
like than you would here in Washington?
Dr. DOENGES. No, sir. It is merely this: We have more intimate
contact with them, and we feel that, in view of the fact that every
county and every district has a member, the people have a much
greater opportunity to express their opinions to them directly, and
not just in opposition, but also in favor of certain proposals.
Senator BARKLEY. Does your organization have any connection,
with the College of American Surgeons?

Dr. DOENGES. No, sir.
Senator BARKLEY. It is totally different?
Dr. DOENGES. Yes, sir.
Senator BARKLEY. That is all. Thank you very much. I am sorry:
I have to leave, but I have to get over on the floor.

The CHAIRMAN. Proceed, Doctor.

Dr. DOENGES. Department spokesmen and other proponents of social
security programs have persuaded the people to believe that the social
security program has some similarity to insurance programs. This
could not have happened by accident. Its effectiveness in encouraging the people of this country to believe that the social security program is good, to a certain extent depends upon this idea of insurance.
The American people have, through the years, utilized insurance programs for innumerable situations. They have learned that insurance,
companies are sound, that their operation is well financed, and that
they operate under contract requirements which cause them to be.
regarded as one of the most substantial institutions in the Nation.
73192-56-pt. 2-12
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At no place in the decision of the Supreme Court on May 24, 1937,
upholding the constitutionality of the Social Security Act, is the act
regarded as insurance. The Government itself stated that "The act
cannot be said to constitute a plan for compulsory insurance within
the accepted meaning of the term 'insurance'". 'For some time the
term "insurance" was not used by the proponents of this measure, but
shortly after the act was declared constitutional, department spokesmen began to refer to the program as "Federal old-age insurance."
I am certain you realize how important the utilization of this term
has been.
The public has not been the only group deceived in this manner.
Articles appearing in popular publications written by people high in
Government positions, especially in the Social Security Agency, and
by members of the United States Congress, frequently refer to the
program as "insurance". Congress, to the best of our knowledge, has
done nothing to demand that this distortion of fact be corrected or
that the practice be stopped. The fact that Congress has not required such correction has added to the impression and given tacit
approval to the impression that the idea of insurance in the program
might be correct. I certainly need not remind this committee that the
social security taxpayer has absolutely no contract with the Federal
Government and that, under section 1104 of the bill, the Congress of
the United States may, at any time, revoke or reduce every and all
benefits, or completely repeal the act. The taxpayer's social security
card has no cash surrender value, no loan value, and there is none in
this program. One. test which Congress has never seemed willing to
apply to this program is that the same Congress would not permit any
private company to operate in a similar manner.
It is accepted that the only way in which the Social Security Act
can ever pay any benefits is through the utilization of the power of
the Federal Government to take the products of the future taxpaying
citizen's labor from him through taxes and force him to pay for the
benefits of others.
The financing of this program is so unrealistic that one cannot help
but wonder how any part of it. has ever passed the Congress. The
system is not self-supporting and cannot be made so unless extremely
high taxes are imposed. One of the advocates of these programs admitted this in essense when Robert J. Myers, Chief Actuary of the
Social Security Administration stated in 1953: "Accordingly, all estimates except those based on the low cost, high employment assumption, indicate that the system is not self-supporting." Note the
qualifications.
Just how is the system to be financed? We know that the estimates
of Government actuaries, all of whom seem to slant their figures to
encourage expansion and perpetuation of the bureaucracy in which
they work, are notoriously incorrect. It is impossible to calculate the
cost of such an elastic program, even if frozen at one time, let alone
being changed every 2 years by Congress. Let us not forget the errors
made by these Government actuaries in the social-security program.
The actual cost of the program in 1955 was approximately 500 percent
the cost estimate given to Congress in 1935 (only 20 years ago) as
the calculated and expected cost for 1955. Such a batting average
leaves much to be desired and provides concrete evidence that the
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actuaries for the Government are a bit more incorrect in their estimation of the cost of such programs than are others.
Let us not forget that for a few years almost all of the income from
the social-security tax was entered into the reserve. Later, almost
85 percent went into the reserve. In 1955 only 12 percent went into
the reserve, and at the present rate of decline the break-even point
is not far off.
When this point is reached and passed, who will pay for the benefits?
What will we use for money to meet the remaining obligations?
Money and every form of credit is, in the final analysis, a claim on
future production. The obligation of the social-security system indicates that the claimant has, as a right, an actual claim on future production, a claim to a share of future production which he may realize
only provided he withdraws from active productive functions. Congress is, by implication, demanding that productive activity cease at
65, or some other age chosen with equal artificiality. This ideathis implied obligation of our Government can easily become one
of the major, if not actually the greatest lien or obligations upon our
economy-upon production in the future. Can any Congress really
obligate future production in this manner?
The idea that the trust fund is anything but an enormous debt is
ridiculous. Those special issue obligations, when they must be redeemed, must be redeemed through taxes-taxes upon those who are,
at the same time, paying their own social-security tax into the fund,
with the idea that it is for their future benefits. Their current socialsecurity tax will be spent to pay the obligations of those receiving
benefits, and they will have to be taxed additionally to pay the bonds
to keep up the payments as scheduled. Could anything be more unfair? Could anything be more certain of failure, more certain of
being rejected, if the facts were known? All this is on top of an
already exhorbitant tax rate for the general fund which also happens
to have a debt of about $280 billion at this time.
We need not delude ourselves with any idea that the proposed tax
rate for this program will be only 4 to 41/2 percent on employer and
employee, and 6 to 63/4 percent on self-employed persons in 1975.
The Government actuaries missed their estimate for the past 20
years by about 80 percent. It seems impossible that they could be so
wrong again in the next 20 years, but we may be certain that the tax
will be far from the estimated figure given above. No other nation
has done it on such a low figure.
Just what tax schedule would be required to make such a program
actuarially sound? We believe this question cannot be answered, but
we do know-the ILO programs, after which our social-security system is patterned, in South America reaches 25 percent of payroll.
France pays about 35 percent of much of its payroll for social-security
benefits.
It has been estimated that the ultimate cost of the entire program
in this country would be from 30 to 40 percent of the payroll (Benjamin Kendrick, of the Life Insurance Association of America). This
is a far cry from the estimates of the Government actuaries, but we
hasten to add that the life-insurance industry is noted for its excellence in such calculations, based upon performance and experience.
A similar reputation, based upon performance, has not been established by Government social-security-system actuaries.
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Congress should once and for all dispel the ridiculous idea that
social-security taxes are paid by employer and employee in equal
amounts. Regardless of how the facts are distorted, the consumer
(employee) pays the tax. The employer cannot do so. The cost is
always reflected in-and eventually incorporated into-the cost to
the consumer. The same is true for the self-employed.
Practically no one receiving benefits at present has paid as much as
percent of the actual cost of the "pension." The average is 2 percent
from employee and 2 percent from employer. The remaining 96 percent is being paid with taxes from present workers, who think their
taxes are being placed in "reserve" for them, when actually future
generations will have to be taxed if the present taxpayer is to get
anything back at all.
Is it right for Congress to write a law, demanding 4 percent from
taxpayers 20 years from now, to pay benefits to those who paid a 1- to
l12-percent tax'?
Is Congress through raising the tax for social-security purposes?
Can we have any assurance that the percentages in H. R. 7225 will
remain in effect and not be raised in a few years?
Is Congress through raising the tax base which is to be used for
calculating social-security tax? Will the figure of $4,200 remain in
effect or will it not be raised to $6,000, possibly $7,500, or even $10,000?
Have we any assurance some future Congress will not make the tax
for social-security purposes "progressive"? Could it not be fixed at
one figure for members of the party in power and a higher figure for
members of the party out of power, just as justly and just as conveniently as it could be made "progressive" for different income levels-of course it could be done with the greatest of ease by merely
raising the tax base. Have we any assurance it will not be done?
This type of taxation was stated as a fundamental principle of
communism approximately 78 years before it became a law in this land
and has been accepted as communistic for approximately 117 years
before this hearing. No one has denied that this method of redistributing wealth was first proposed by the Communists as a method of
destroying a government like ours.
What would the proposed increase in social-security taxes and tax
base do at this time except make more billions of dollars available
for Congress and the bureaucrats to spend now, at this time? If the
programs for which this money would be spent are good, why does
Congress not go directly to the people and propose a general increase
in taxes?
The so-called social-security program is insolvent. Can "security"
be in "insolvency"? The honorable Senator Millikin has correctly
stated that it cannot.
The fact that, at this time, only approximately 12 percent of the
money collected in social security taxes is going into what is called
the trust fund, should require immediate rejection of any expansion
or liberalization. In 1955, less than 40 percent of the aged were receiving OASI benefits. What would happen if all who are entitled
to "benefits" should suddenly demand that which they have been
persuaded to believe is theirs as a "right"? If only 40 percent of
those eligible take 88 percent of the income, it requires very little
thought to realize that financing the system is impossible.
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The financing of this program has been reviewed by many. We believe certain facts cannot be emphasized too often. We are concerned
about the future of our Nation. We are concerned about the integrity of the money and the obligations of this Nation. We do not
believe that our Government should operate a system which is so
actuarially unsound and in which there are so many incomprehensible
loopholes, and in which there are so many possibilities for change and
error that no one has been able to definitely state the obligation of
the program. It is generally accepted that the unfunded debt may
be estimated at $200 billion. However, there is so much "elasticity"
in the program that no one seems certain that this amount may not
be extremely inadequate.
It has been emphasized that those individuals who are at present
receiving benefits, although constituting only about 40 percent of
those past the age of 65, provide an obligation, if the present level of
benefits is adhered to, which is approximately twice the "reserves" of
the so-called trust fund. This is the amount which the social security
program is obligated to pay to people who are now drawing benefits,
who are above the age of 65, and who will never pay one additional
cent into the fund.
I have talked with many individuals and groups on this subject.
1 am certain the members of this committee would be surprised to
learn that practically no individual in the ordinary group has the
slightest idea of the relationship of his security tax to proposed
benefits. They have been so completely deluded and misled that they
actually think the taxes they are paying correspond to premiums
being paid by them and other individuals for insurance programs in
private companies. This incorrect information has gone so far that
they actually believe the only reason they can get such enormous
"benefits" for such small "contributions" is that the "profit" of the
private insurance companies has been eliminated by the Government
handling the program. This encourages the average citizen to believe
that the private insurance companies are making fabulous profits and
that their operational expenses are completely out of line. This is
grossly unfair to the private insurance companies of this Nation. It
is made more unfair by the fact that the true cost of the operation of
the social security system is not known by the public. It causes them
to believe that Government is more efficient in operating these programs than are private companies or private individuals, an idea
which is contrary to fact.
Such impressions produce antagonism toward our private institutions. Such programs will destroy the private life insurance business
as is evidenced by the fact that they have been unable to keep pace
with social security programs. This is because the latter has no sound
actuarial basis as required by law for private companies, and operates
under innumerable special privileges. With the enactment of the
1954 amendments, the rate of growth between the Social Security
program and private insurance was 4: 3.
It is impossible for Government to produce annuities more cheaply
than can private insurance companies.
Social-security programs or social-insurance programs, the world
over, have always aimed at the destruction of the market economy, of
individual rights, and of the so-called free-enterprise system. The
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misunderstanding which is encouraged by the facts mentioned above,
is encouraged to reduce the confidence of the people of this Nation
in the very system which has brought about all of our material wellbeing. This is no accident. It has been a proven tactic utilized by
every socialistic group in every country where these programs have
gone into effect. The purposes of such organizations as the International Labor Organization are to support the market economy
but to destroy it by any means at their disposal. The purpose of
persuading the people to believe the falsehoods mentioned above is
part of the plan of every socialistic program and it is encouraged and
given a semblance of general acceptance to the social-security program or any other similar program.
My conversations with groups and individuals have resulted in frequent expressions of indignation, surprise and wonder, when the facts
have been presented. Many people indicate that they do not believe
that they cannot, under any circumstances, pay more than a relatively
small percentage of the so-called benefits which they may receive.
More than one individual has stated openly that they refuse to believe
they are not paying for the benefits which they hope to receive, since
it is a Government program and they feel certain it would not be
permitted to operate if such a situation existed.
As long as there is any idea of a balance or excess, there will be
demands for extension and expansion, as well as intrusion into other
fields. Many people cannot view a reserve without immediately
planning to dissipate it.
So-called reserves always create pressures for liberalization. Many
citizens actually think the Government has something, usually money,
to give away. Few bother to consider the all-important fact that
Congress cannot spend 1 cent which it does not extract by actual or
implied force from the citizens themselves. Too few appreciate the
fact that the national debt which represents funds spent under authority of Congress' is actually a mechanism of decreasing the value of
their money, of producing inflation. Too few stop to realize that unfunded debt.is more dangerous than fixed obligations, since the former
encourages irresponsibility. Too few realize that Government obligations can be terminated only through taxes, inflation, or repudiation. Those who wish to establish or extend these programs judiciously avoid or distort the facts to make the procedure more
acceptable.
Government, spending is encouraged by the fictitious reserves of the
OASJ. Some refuse to look beyond the dollar sign, and regard everything which bears it as assets. The idea of money burning a hole in
the pocket of the possessor has not gone out of date nor is the practice
observed only in irresponsible individuals.
Large reserves induce some to propose utilization of those reserves
for purposes other than those for which they were intended. We have
no illusions about this matter. We know these reserves do not exist,
but, some do not seem to be aware of this fact, or appear to be unimpressed.
Only a few have had the courage to expose the fallacy of the OASI
reserve or trust fund. Congress, in its obligation to the people, should
officially admit the illusion which has been created. Congress should
explain that these reserves consist of nonnegotiable special-issue obli-
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gations bonds-that the proceeds of the social-security tax have been
spent--by authority of Congress-and that the only way these issues
can be redeemed is through taxes, taxes upon the people, upon future
generations, upon future production.
Congress should also explain the fantastic process whereby an obligation (liability) of the Government is classed as an asset-bearing
interest.
Are we to believe that the general public will forever remain ignorant
of these facts? We believe not. We believe that future generations
will realize that the social security taxes are not going to prepare
for their retirement, and that they are being forced to pay an enormous
additional tax to make up the difference. We believe they will question the wisdom of the program which has no reserve and which depends entirely upon the will of Congress to meet the obligation. AWe
believe there is serious danger that future generations will refuse to
continue this type of financing and force Congress to repudiate the
promises made so freely by previous Congresses.
You are aware that, through the encouragement of the Federal
Government, its bureaus and agencies, people have developed a habit
of coming to Washington to request aid for almost every activity.
Most of those who make requests of the Federal Government believe
that they have something coming-that the Government owes them
something.
One of the greatest defects of any government system is the fact
that many regard a dole or subsidy from the Government as a right.
The individual should not be criticized for adopting such an attitude.
It is the Government itself, through the statements and publications
of appointed and elected officials and representatives which has sponsored, encouraged, and insisted that the so-called benefits are due the
individual as a right.
The idea of rights from the Government far exceeds any similar
idea regarding private groups, in spite of the fact that. in the latter
there is a contract and a definite actuarial relationship between costs
and benefits. Those who actually pay their own way in purchasing
disability programs are less prone to utilize them to the fullest extent
possible than are those who have their premiums, or a large part of
them, paid by others.
Possibly this is due to the respect most people hold for the Government. After all-it is the law-and it punishes violators by fine and
imprisonment as well as loss of property and even life.
A private agreement must be fulfilled or action can be taken and
judgment secured through the courts-a part of our Government.
Most find it hard, even impossible, to believe that the Government
which imposes such stringent restrictions on others does not operate
under similar restrictions, does not provide a contract, and may change
any agreement in these areas at will.
Does Congress appreciate the extent to which it will be required to
utilize the taxing power to pay these obligations? Can this or any
other Congress commit the productivity of future generations to pay
those obligations which, in all charity, must be classified as having
been made with considerable irresponsibility by previous Congresses?
Can this Congress rightly pass to another Congress the onerous task
of repudiating earlier obligations? Is it fair to place future Con-
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gresses in the position of bearing the criticism for correcting this type
of fiscal irresponsibility? Has one Congress no responsibility to subsequent Congresses?
Can you think of a better way to destroy our Government than to
place future Congresses in the position of being forced to renege on
promises made by previous Congresses, or by utilizing any of the
means available for retiring such obligations?
It has been suggested that the social security system has an antiinflationary influence. This does not square with the facts. Social
security, by the facts, has had no anti-inflationary influence. To the
contrary, every expansion, every increase in benefits, increases the
inflationary influence. It is absolutely impossible for such an accrued
liability to do anything but add to inflationary pressure. The social
security system has done, and is doing, this very thing.
Is the Federal social security system really the best answer to
anything except certain very unsavory practices centering about securing the votes of recipients of the benefits and their children who do
not wish to be burdened by their elders? This is an unkind question,
but it does require an answer.
Does social security result in or produce economic security? It cannot. Economic security results only from the production of consumable wealth. The social-security system produces nothing in this category. Actually, it parasitizes the productive elements in many ways.
All the social-security system can do is enter into the compulsory
redistribution of wealth, a fact which is freely admitted in the publication entitled "Social Security Financing," 1952. Such redistribution may be at present between individuals or between the present and
the future. However, the fact remains that this redistribution of
wealth is not, has not been, and can never be productive of wealth.
It is doubtful if the forced redistribution of wealth, which is the
only way Government can accomplish this task, has ever produced any
wealth. Few realize that our Government is sterile as far as production is concerned. It creates no wealth. Whatever it dispenses it
must, first, last, and always, extract from the people, even if it is
through the degrading process of running the printing presses.
When forced redistribution of wealth requires producers to leave
productive fields, the production of consumable wealth must be reduced. In spite of this, some claim programs such as this can control
inflation. We have been unable to find, in the acts of Congress or
the history of recent years, a single satisfactory example of Government showing any sustained ability to control inflation. Inflation
depends upon many factors, some of which are excessive taxes, which
we have; deficit financing, which we have; and excessive spending,
which we have also. All of these unsound practices are produced by
and extended by the social-security system.
We oppose the Marxist program for the redistribution of wealth
by the utilization of force, which is inherent in the social-security program. We believe the events of the past should be observed to guide
us in the present and the future. The fact that the social-security
programs have been most important in producing socialized medicine,
socialized insurance, and in leading nations into the bankrupt and
degraded system of general socialism cannot be avoided. We do not
want this to happen here. It will result as a natural consequence if
Congress does not call a halt to these programs.
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In view of the fact that the International Labor Organization,
devoted to establishing worldwide socialism, regards the United States
social-security system as one of its greatest achievements, we would
be wise to contemplate their title: "Minimum Standards of Social
Security." This is most important in view of the fact that the ILO,
an agency of the U. N., of which we are a treaty member, has outlined
the extension of this program to a degree which would be complete
socialization of our Nation. We resent the ILO Socialists setting up
a program to destroy our Nation and having it expanded to suit their
purposes, not the best interests of the United States.
They have attempted to establish a new idea of security as a dominant concept in national thinking. Federal operation of such programs always leads to intervention into and destruction of personal
freedom. When cooperation is compulsory, it results in a defeatist
attitude and abject surrender, rather than an attempt to oppose that
which is thought to be wrong.
In this bill we find the ever-present extension of the socialistic
ideology which is a natural consequence of accepting any part of the
scheme. I refer to the disability features. This is a common entering wedge for socialized medicine.
Permanent and total disability features have a certain amount of
popular appeal if one is willing to disregard history, facts, and figures,,
as well as principle. The appeal cannot be denied, but the consequences are as certain as if one would leap from the top of a 30-story
building.
H. R. 7225 (sec. 223, p. 7) proposes to pay cash benefits to totally
disabled social-security beneficiaries who are 50 years of age or over.
How was the figure "50" determined? Why was it not 51, or 49, or 29,
or as far as that goes, why was there any age requirement? There
can be no doubt that if any age limit is established there will be
ever-increasing pressure for reducing that age limit. There can be
no doubt that future Congresses will acquiesce to the clamor for such
age reduction.
If cash benefits for disability at any age is established there will be
a demand for cash payments for temporary disability. These demands will be pressed so actively that some future Congress will
establish such payment. If anyone believes this is farfetched, he
would do well to review the congressional record. The late Representative Dingell stated, "Temporarily disabled persons who are insured (please note the use of the word 'insured' by a Congressmanmy insert) on the basis of recent employment should be eligible for
cash benefits for upward of 26 weeks in a year. Provision should also
be made for cushioning the cost of medical services during the period
of temporary disability." Others have stated similar ideas.
This proves that some are already working for cash payments for
temporary disability and for Government-paid medical care for the
same. Any Government agency would quite naturally demand that
such medical care be carried out under Government direction. We
are fearful that soon certification of disability will be paid by the
Government.
How do disability programs fare in private practice? How realistic can they be? I-low effective are they? How does the individual
who is ill or disabled regard these programs?
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Extensive experience permits us to leave the field of basic principles and enter the very practical field of every day activity and
speak with authority.
The comparison of the duration of disability between those without disabiltiy insurance or incomes and those covered by various
programs such as workmen's compensation or the various insurance
programs carried by a number of industries, is so extreme that it is
almost unbelievable. Cases cited in general can be proved by an
abundance of specific examples.
Following surgical procedures, those who are in responsible positions or who operate their own business, return to partial or full
activity in an amazingly short period of time. Many of my own
patients in this group return to full activity before their sutures have
been removed. This is usually the sixth or eighth day following
surgery. This is true in many cases even if the individual carries a
large amount of disability insurance. In direct contrast, it is
exceptional to find a case having similar surgery but covered by
workmen's compensation or various insurance programs, willing to
return to work, and frequently extremely easy work, within 6, 8 or 10
weeks. Most of them want to stay away from work as long as they
can draw benefits. There are notable exceptions but these are few.
The abuses of the private temporary disability programs 4re enormous, actually unbelieveable. We may well consider a few examples.
A short time ago a young mother visited our office and asked to be
placed on sick leave. This young lady was very honest, and stated
her case very plainly, but was not pleased when we refused to cooperate
in her plan. The facts of her situation were these-she was employed
in a local industry, receiving a relatively good weekly income. In
order to work, it was necessary for her to pay for transportation to
and from the plant, and to employ another person to look after her
small child. Both of these costs were relatively minor. This young
lady stated that she "could not afford to work" because the disability
benefits or illness benefits which she drew were not subject to Federal
taxation, and as a result her net income for the week was less than $4
more for working than for being sick. We have had many other
requests for similar treatment, but few of them have been as honest
as this. If such is the case in private industry, we sincerely believe
the abuses would be greater under a Government program.
Enormous pressure is applied to physicians to have them certify
disability over extended periods of time. Quite a few patients actually inform the physician who refuses to certify the disability as long
as the patient desires, that the patient and his entire family will no
longer seek his services. In this manner, those desiring unreasonable
extension of disability exert a very real financial pressure upon the
physician. A number of these individuals have been patients of the
physician for many years. The loss of that patient and his family
constitutes a definite and appreciable loss to the doctor. In these
cases, the pressure is exerted by the patient and his family. Under
Government control, similar pressure would conceivably come not only
from the family but also from political groups and even from individuals in Government itself.
Enormous pressure is exerted upon physicians by groups who have
as their purpose the destruction of the honest, free practice of medicine
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and the establishment of Government medicine under political control.
These groups have many methods by which such pressure is exerted.
It may be difficult to believe, but the act of testifying before a committee such as this, in what one believes to be the best interest of our
Nation, brings rapid and vicious action from groups and individuals
supporting these proposals. Attempts of every kind are made to
discredit, to embarrass, and to harm or ruin the business dr practice of
one who dares speak out against these programs.
In every profession and group, there are individuals to whom these
problems appear differently. There are members of our own profession who will certify disability for very minor difficulties. In communities where these problems exist, certain organized groups are well
informed of the physicians who refuse certification beyond a period of
time which is justified, and those who are willing to certify for
extended periods for very minor reasons. These pressure groups have
very obvious, but clever, methods of blacklisting individuals who
must earn their living by supplying services to the public. These
lists develop very quickly. Individuals working in certain communities and desiring extended disability are frequently informed
that they can secure certification by going to certain physicians. They
are likewise advised to avoid having surgery performed by individuals
who will not extend disability unreasonably. They are advised not to
seek medical care from those who will not certify disability in cases of
questionable severity. Very few physicians will certify disability for
conditions and complaints which do not warrant sick leave. However, as long as one individual exists, even in a neighboring community,
who does not abide strictly by the accepted practices, the patients are
channeled to that individual by the pressure groups.
In surgery we certify many people as able to return to their regular
occupations, only to learn later that they have gone to someone else
who certified them for continued disability for illnesses which are so
difficult to define that it is impossible to prove them incorrect. Such
diagnoses as "nervous exhaustion," "industrial fatigue" and others, are
impossible to disprove. In these cases the patient very frequently
remains on disability as long as he can secure benefits and returns to
work only at the termination of the contract period. It is rather amazing to observe complete recovery as soon as the total period of benefits
has expired.
These abuses are sufficiently serious in many instances that investigators must be employed. It is not unusual for them to find persons certified as disabled, planting crops, taking care of an entire farm,
driving tractors, laying concrete blocks or brick, building houses, or
taking a vacation in a resort area. There are many cases where
an individual certified as disabled in one community is found to be
working at another job in another community. The physician cannot
act as an investigator of anything except the patient's complaints. We
believe such abuses would not be eliminated under a Government system in which the patient, as well as the doctor, would be impressed
with the idea that the disability benefits were d ue the patient as a
"right," and that he was entitled to utilize those benefits to the fullest. We believe the abuses would be compounded.
It is almost impossible for a medical examiner to prove that a
patient does not have a headache, a backache, or some other pain with
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sufficient certainty to overrule the patient's claim. How can one ever
prove that a patient does not become too "nervous" to work, when
he takes his place in industry? What kind of standards could be
established for "nervous" or "mental" disability?
These illustrations do not indicate any criticism of the patient
or of the physician who certifies such patients as unable to work.
The fault is not with them. It is inherent in any program which
makes such abuses possible for it encourages, by tacit approval or
implied action, the idea that such a course is reasonable. The fault
is with the program, not with those who accept it, since those who
sponsor the programs and promote them, always try to convince
the prospective recipients that they are actually entitled to benefits of
a certain amount, for a certain period of time, provided certain situations arise. The patient evaluates his own situation as his conscience
dictates.
The abuses of the present system are minor compared to those
which would result inevitably from the Government entering this field.
The very fact that the Government would set up such a program
would be all the proof which would be required by many that they
had such benefits coming to them as a "right," duly recognized by the
Congress of the United States. Could you blame them for taking
every possible advantage of such a program?
The physician could not act as a policeman. He would merely
be observing the law to certify disability which he would be forced
to regard as a responsibility of government.
What about those physicians who would refuse to certify minor
illnesses as disabling? Could they continue to practice honestly?
Would resulting pressures contribute to the honesty and integrity
which has marked the profession through the years? Would patients who want to be certified as disabled continue to seek the services of these physicians or would they "shop around" until they find
someone willing to comply with the patient's request? Would a
patient, if he were trying to secure benefits for questionable difficulties, be concerned about going to a doctor of questionable integrity?
The answer is obvious. Others would be informed and the same procedure would be repeated until those physicians who are conscientious
and honest, and who regard their responsibility as a matter of importance-the type of physician you would want to care for youwould find his practice decreasing and would be branded in every
unfair way for refusing certification. The less conscientious and
possibly the less able physician would develop a larger and larger
practice.
What would this do to the morale and morals of the profession?
One thing is certain, it would not improve either. Such programs
work to the advantage of any individual who has little or no principle, and who has no regard for professional integrity. They work
to the definite disadvantage of the high caliber practitioner.
This committee bears the important burden of being especially concerned about the finances of our Government. The disability program is obviously impossible of reasonable estimation. There is no
way of calculating the abuses, let alone the honest demands. The
abuses will make every calculation based on fact seem ridiculous.
It would be absolutely impossible to limit claims to the type of disability envisioned originally in any law which might be passed- The
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,evaluation of disability is extremely difficult, especially since the disabled almost always believes the disability is greater than allowed.
'The most important single factor is the subjective element. It is almost physically impossible to disprove a subjective complaint.
Marginal workers, many of whom are at this time employed in activities
would of
seeclaiming
no reason
to continue both
theirproductive
activities ifand
thereremunerative,
was any possibility
disability.
and the
exaggerated
easily
very by
of
exaggeration
difficulties
seem can
justified
the be
individual
Subjective
in every
case.degree
Not
one believes he is exaggerating his symptoms. They become very
real to the possessor.
The administration of such a system would be almost impossible.
how could any semblance of control of such a system be effected?
Excellent examples of
t i
o be encountered are to be found
in civil suits in which juries have awarded fantastic amounts in
almost total disregard to testimony given by numerous extremely
.competent
medical
authorities.
Would cash
payments
for disability stimulate the desire to worksomething quite unpleasant to many-if it were possible to secure
such benefits by just "remembering" that one felt a bit worse than
previously? We believe cash benefits would encourage such practices.
Willingness to be supported by others seems to bear a direct relationship to the distance from the source of the funds being dispensed.
I would like to interject that this is part of the answer that I incended to give Senator Barkley to his question.
Many people will feel that they are "just as entitled to disability
benefits" as is someone else who is receiving them. Would this
encourage
e them to claim such benefits? We believe it would. That
which people would be told is theirs as a "right" would become uppermost in their minds. Qualifications, other than having paid a little
tax, would be of no concern or would be minimized.
In borderline cases, persons would undoubtedly be encouraged to
apply for benefits by local administrators. The larger the benefits
the more the desire and encouragement. This
would be especially
true in the female segment of the population as many still feel women
should not work in plants and various industries. Many are working
to merely supplement the income of the husband over a particularly
trying experience or expense, fully intending to stop work after a
-definite period of time. We believe it would not be difficult for many
of them to find legitimate "reasons" for disability, after their personal family emergencies were passed, possibly even before if cash
payments were to be received. Every one of them
would honestly
and
sincerely
they should be entitled to such benefits, too.
They
wouldbelieve
be encouraged
to claim disability by those organizations and groups which could profit by a reduction in the labor force.
One feature of the disability provisiOn which has not been emphasized is that this provision would force doctors, in the final analysis,
to decide whether a patient should or should not continue to pay a tax.
Certification of disability would automatically exempt the taxpayer
from
his taxlike
burden.
I would
to interject th
is is one feature that has been very
difficult for me to explain, but I do think it is important that certification would actually put the doctor in the final analysis in the position
of saybg that a man should or should not pay a tax.
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We grant the bill does not state this so bluntly-but that is what it
would do. We physicians have absolutely no right to enter this field.
We have no business saying whether anyone should or should not pay
a tax. We believe it is wrong to force.us into this situation as there
can be no justification for causing us to do this. That responsibility
belongs to the legalized agency of force and to Government alone.
We want no part of deciding a point on which we have no training
and qualifications.
The provision of cash payment to the disabled is at cross purposes
with rehabilitation. If we are to realistically acknowledge frailties
of human nature, and as physicians we must, cash benefits will tend to
restrict the all-important personal desire to be rehabilitated. Such
benefits can only succeed in extending disability, magnifying it, and in
encouraging malingering and all other types of disreputable practices.
H. R. 722-5 requires the recommendation of patients for rehabilitation to Government rehabilitation agencies. Recipients can even be
denied their disability payments if they refuse to accept the Government rehabilitation services. When a physician certifies one of his
patients for these services he loses a patient to a Government agency.
Need we say more to prove that H. R. 7225 brings socialized medicine
to the United States?
We realize that the medical profession is not forced into the socialsecurity system under the present provisions of H. R. 7225. We are
grateful that we have not been compelled to take part in a system of
which we do not approve and which we believe will eventually play a
most important part in the destruction of this Nation.
Recently, a number of surveys were conducted by various State
medical organizations on this subject. The questions were simple and
required a simple "Yes" or "No" answer. However, even these results
are extremely misleading. We have learned that some physicians
(and we believe many) did not know exactly what the questions
included.
In Indiana 2,284 replied to the questionnaire. Of these 1,302 voted
against inclusion. Only 89 voted for compulsory inclusion but 564
voted for so-called voluntary inclusion. We believe none of the
physicians who voted for voluntary inclusion knew that such was
unpossible. They did not-and most do not-realize that if voluntary inclusion were voted it would force fellow physicians who did
not want to be involved, into the sytem, too. Even more important
is the fact that these men were thinking of voluntary as it applies to
everything in the United States except in dealings with the Governinent. They actually thought they could get out of the system at a
later date if they changed their minds and did not want to continue
or if the program proved to be unsatisfactory. In view of this, the
vote in Indiana should more ;orrectly read 1,866 against: 89 for. In
Madison County the vote would then be 60 against, and 2 for, instead of
55 against, 5 for voluntary and 2 for compulsory.
Only about 6Q percent of those receiving questionnaires returned
them. We know in some communities practically all of those favoring
inclusion voted. We also know that many who do not want to be
included did not vote as they felt it would make little or no difference
how they voted.
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I actually heard one physician from a larger city state that he voted
for inclusion because physicians would probably be taxed anyhow, and
we might as well get something out of it. lie does not belong to the
association which I represent.
We have insisted that social-security programs are one of the most
important parts of every socialistic program in the world. Some,
unable to disprove this, dismiss the charges by merely denying the
fact. We are so certain of the truth of this statement that we raise
the following questions: Has there ever been a socialistic system which
did not include, as one of its principal programs, a system of social
security or social insurance . Has there ever been an admitted Socialist who did not support and demand extension of social security or
We have been unable to find a single example to
social insurance
indicate an affirmative answer to these questions. The Socialists
themselves, as well as our own Social Security Agency, admit that
the socialized state cannot become a fact, without these programs. Is
there a single argument which can be presented in support of social
security which cannot, with equal validity, be used to support the
socialization of any other function?
In Common Human Needs, public assistance report No. 8, they
admit this by stating:
Social-security and public-assistance programs are a basic essential for the
attainment of the socialized state envisaged in democratic ideology, a way of life
which so far has been realized only in slight measure.

Is it the People's Democracy of Russia to whose democratic ideology
they refer? We fear it may be and we want no part of it.
The members of this committee undoubtedly realize how enormous
the tax bill of the self-employed has become. We already pay taxes
which seem insufferable, including social-security taxes on nurses, secretaries, and part-time employees, anyone who may help in our yards
or the house. Must we be saddled with another tax, one which adds
to the support of an ideology in which we do not believe?
Although the social-security program is supposed to be nonpolitical,
the benefits have been raised and the program expanded in every election year for some time. It seems to be of considerable coincidence
that the number of recipients, as well as the amount they receive, just
happens to increase somewhere between 30 and 60 days before a
general election.
We believe it is unwise to have such legislation voted upon during
an election year. The pressure from the recipients, as well as from
the families of those recipients, families who are desirous of shunning
their personal responsibility to their parents, is so great that it has
produced a pressure group far more powerful than good for the
Nation. Support of this belief was given by your late, great, and
beloved fellow Senator, Robert A. Taft, when he stated at a Republican policy meeting, in discussing the Social Security Act Amendments of 1950, that it would be political suicide to vote against the
bill. All but two Republican Senators voted for the bill, despite their
denunciation of the bill on the floor of the Senate.
We do not believe Congress can function fairly and with proper
consideration of all factors under such pressures. Consideration of
the bill should be delayed until this type of pressure is removed, or
at least decreased.
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What would be wrong with having this entire system, every part
of it, investigated by a group outside of Government before making
any changes in the law? Such a group would not be under pressure
to be elected to anything. Such a group could secure facts and information from every area, and could listen to authorities who were not
employees of the social-security system bent upon keeping their jobs.
We believe this would be healthy, and would bring forth facts you
will never secure by listening to Government employees.
Is such a program fair? Does it keep its promise, as understood by
the people, to them? Are there not many who have paid their socialsecurity taxes who are denied benefits because they refuse to become
nonproductive and retire? Are these people really not as entitled to
benefits as those who quit working? Have they committed some crime
or offense by continuing to produce, to make our Nation stronger and
greater? Why are they punished for continuing to work? Why
does Congress pass laws to discriminate against these citizens? It
seems to us they deserve additional credit and honor for their continued activities.
Man derives his rights and responsibilities from a Supreme Being.
No state is given any authority by this fact. It can come only fromi
the individual so endowed.
Freedom in society, individual freedom among men living together,
is societal man's greatest achievement and can be obtained and maintained only through and as long as the principles upon which our
Constitution and Bill of Rights was based, are acknowledged, honored
and upheld.
The framers of our Constitution and Bill of Rights accepted these
principles and performed the greatest service to mankind in recorded
history by establishing a Government based upon those principles.
They include the fact that every man is responsible, has certain inalienable rights secured to him by his Creator, and that our Government was founded by those having such rights for the express purpose
of defending every man's personal liberty and freedom in this Nation.
Any person who removes any of the responsibilities or rights from
any citizen in this land automatically repudiates those principles and
supports the principles of authoritarianism and totalitarianism. To
force any one of us to pay tribute to the social-security system against
our will is to reject the principles upon which our Government was
founded. Can Congress uphold the Constitution and the Bill of
Rights by repudiating their provisions? Why have the basic issues
involved in the social-security system been ignored? Why can we,
as citizens, not obtain a hearing on specific points? Why has Congress
permitted the courts to say the Constitution means one thing to some
people, and the opposite to others? How is it that involuntary servitude of any race or color is outlawed, but involuntary servitude of a
citizen as a tax collector is upheld?
Has our entire concept of the individual citizen changed? Does
Congress regard that individuals have become, or will become, nothing
more than a nondescript mass of aged, mediocre individuals, existing
only by the grace of a Federal handout at a subsistence level? Our
members believe the future of America envisions a very self-reliant,
efficient, energetic and productive aged population, living and producing more fully than ever before thought possible. Why should we
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believe that our aged would have to be cared for "en masse" by the
Federal Government? We believe that through the advances of private medical care, those who are reaching an age which is now
regarded as mandatory for retirement, will, in the future, be more
productive and more efficient than seems possible at this time.
We believe people will be more able to care for themselves in the
days to come than ever before. We are convinced that the productive
genius of our people will make possible a much more satisfactory level
of living for all. We have faith in the Christian charity of the producers for those who are unable to care for themselves without the
utilization of Government force in these areas. Expansion of social
security will destroy all this.
Have we gone too far to ask the question of what right the Federal
Government has in this area? Have we gone too far to be willing
to stop the rush toward Government intervention in areas where it
does not belong? Have we no chance of maintaning our States as
sovereign units-of keeping any responsibility at home? These questions will determine, in the final analysis, the fate of our Nation.
If it is the purpose of Congress to socialize medicine, passage of H. R.
7225 will aid substantially in that purpose.
I hasten to interject that I do not believe that is the purpose of
Congress or of any single Member of the Congress. It will add undeterminable amounts to our indebtedness, to our taxes, and will feed
the inflationary fires which can easily spell the doom of this land.
If the purpose of Congress is to maintain our Government based
on the Christian principles on which our Nation was founded, social
security programs will defeat that purpose.
We cannot help asking why Congress does not admit the defects of
the social-security system, and admit that its ultimate expansion would
establish socialism in the United States.
There is nothing sacred about the social-security system. There is
nothing permanent about it. In fact, many of us believe that its
doom is sealed, even if it continues to operate as it does at present,
There is nothing stable, reliable or dependable about it. Why has
Congress not admitted the primary error and discarded the system?
It would not be hard to do, and think of the money it would save the
taxpayer. The entire program is so confused, so elastic and so irresponsible that it would be better not to compound the damage.
The social-security system in this Nation is very young. No individual has paid more than a few hundred dollars into it. Why not
pay them back, with interest? The bonds will probably have to be
redeemed some day, regardless. Why not let the States handle their
own assistance programs where they can be administered more humanely, more charitably, and much more efficiently? If nothing else,
this Would eliminate one Government Bureau costing billions and
would. save the taxpayers $21 million for a new building for wage
records, plus an amount impossible to estimate but which could be
saved in the future for new buildings, for new records, and more
people to make out the records, file them and keep them.
Who can say how much this will grow in the future? It might
also help in that important task of balancing the budget and might
even make it possible to pay off some of the Government debt which
would increase the value of the dollar. We believe this would be a
very good idea indeed.
73192--56-Pt. 2-13
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We believe the citizens of. this Nation have the most advanced
and the best medical care of any large nation in the world. This
has been accomplished through the private practice of medicine, not
through government. You 'will destroy this if you bring Government medicine to the Unied States, regardless of the manner or
method by which it is forced upon the American people. Keep the
Government out of medicine and we will continue to provide the
people of this Nation with the best, the most efficient, and the least
expensive medical care in the world, through the private practice of
medicine and the all-important personal physician-patient relationship.
The members of the organization for whom I speak love this country. We are not ashamed, in fact we are proud, of the fact that we
are nationalistic. We believe the Constitution and the Bill of Rights
are the two most profound statements ever written in the formation of
any government. We want to keep our Nation straight upon its
course in observing the principles laid down therein.
We believe these principles are violated in the utilization of compulsion and the total disregard of the rights of the minority in
programs such as these. We believe the Constitution was intended to
protect anyone or any group from being forced into such a system.
We hold every citizen's rights to be equal to ours. We are opposed
to the utilization of force to extend economic or political control over
individuals and groups through such programs. We believe the
citizens of this Nation are individuals and that their rights, or the
rights of any minority group, should be protected from compulsion
in any area which involves personal interests, acts, privileges, and
responsibilities not interfering with another's equal rights in the same
area.
We sincerely hope this committee and the Congress will reject
H. R. 7225.
I wish to thank the members of this committee, on behalf of the
members of the organization which I represent, and to express my
personal appreciation for the courtesy you have extended in permitting
me to express these views.
The CHAIRMAN. Thank you, Doctor.
I submit for the record several telegrams and letters which I have
received endorsing the testimony presented by Dr. Doenges this
morning.
(The letters and telegrams referred to are as follows:)
'

Senator

HARRY BRD,

SEATTLE, WASH.,

February 15, 1956.

Senate Office Building,
Washington, D. 0:
Dr. Doenges testifying before Finance Committee tomorrow representing my
views.
H.

F. THORARSN, M. D.

BLOOMINGTON, IND., February 15, 1956.
Chairman, Finance Comrmittee,
Senate Office Building,
Washington, D. 0:
Dr. James L. Doenges, Anderson, Ind., president, AAPS, testifies February 16,
Senate Finance Committee, opposing H.-R. 7225, his views, mine, and those of
most of my patients and colleagues.
. -HuH RAMSEY, M. D.
Senator HARRY F. BR,
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WASHINGTON, IND., February 13, 1956.
Hon. HARRY F. BYRD, United States Senator,
Senate Office Building,
Washington, D C.
DEAR SENATOR 3YRD : You can favor the cause of Americanism by participating
in the Finance Committee 'hearing of Dr. James Doenges on H. R. 7225,
February 16, at which time he will be speaking for thousands of physicians who
have been studying social security for the past 10 years to arrive at some irrefutable deductions that you will do well to ponder.
You will find in Dr. Doenges a quality that is rare--the ability to answer
any questions that you may have on the subject of preserving traditional American standards. I would trust no other member of my profession to deliver my
opinion of H. R. 7225 to your committee.
Sincerely yours,
A. G. BLAZE, M. D.
GREENVILLE, S. C., February 11,, 1956.
Senator HARRY FLOOD BYRD,
Chairman, Senate Finance Committee,
Washington,D. C.
DEAR SENATOR BYRD: Dr. James L. Doenges, president of the Asso.iation ,f
American Physicians and Surgeons, will appear before the Senate Finamn.
Committee on February 16 to present testimony in opposition to H. R. 7225
Dr. Doenges is well informed on the Social Security Act and its far-reaching
implications. He will not only present views in regard to the medical profession
but also facts pertaining to all citizens. He is a stanch American; a supporter
and believer in the Constitution of the United States and it, strict interpretation.
I have known Dr. Doenges for a number of years and he is a close personal
friend of mine. He and I have discussed the Social Security Act i numeronl
occasions and his testimony will represent my views also.
I wish to thank you in advance for allowing him to appear before the committee
and for all courtesies you may extend him.
Sincerely yours,
THos. G. GOLDSMITH,
Nl. D.

The CIAIRtMAN. The committee will recess until next Tuesday at
10 o'clock. An executive meeting of the committee will be held
tomorrow morning.

(By direction of the chairman, the following is male a part of the
record:)
LANCASTER & FINLAYSON,

Gadsen, Ala., February7,1956.
Hon. LISTER HILL-,
United States Senate, Washington, D. C.
DEAR SENATOR HILL: I want to urge you to recommend to the Senate Finance
Committee, and our other representatives, that social security benefits be extended to increase benefits to aid with members of families absolutely dependent
upon other working members covered by the present law.
Several cases have come to my attention over the years where one sister or
brother works and have other members of the families who, for reasons of
health, physical or mental limitations, have never been able to work at all.
This, of course, presents a great burden to the breadwinner of the family at
the age of 62 and renders the benefits unequal to the job for which the insurance
plan was designed and provided for.
One such situation presented itself recently when an elderly lady, now approaching 62, became worried about having to support a sister, only.2 years
younger and absolutely dependent upon here, out of her social security money.
Such cases are critical where there are no pension plans in effect on the jobs
held by the breadwinner.
I do not here propose a solution to this type of hardship, but I do believe,
that- wheil legislation is being studied such people should be given every consideration; especially in those cases where earnings over the years have been
too meager to provide for personal insurance to meet such needs.
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Thank you very much for any consideration you may give this request and for
any influence you may feel like lending to an effort to correct this obvious shortcoming in our present social security law.
With kindest regards, I remain
Sincerely yours,
H. WESTBROOK FINLAYsox.
CHARLOTTE, N. C., February15,1956.
Hon. HARRY F. BYRD,

Washington, D. C.
DEAR SENATOR BYRD: Enclosed herewith is a page from the Charlotte News,
the leading evening newspaper of the Carolinas, on which is printed a letter
relative to the social-security issue of which I am the author. Please read this
letter in its entirety.
I heard over my radio last night that the insurance combine is opposing any
reduction in ages whatever; this is a dastardly move and I am praying that you
men of the Congress will not be intimidated by this unjust opposition.
I feel in my heart that this legislation is of the most urgent importance, a
must and in my opinion should transcend any further bills that are to be considered by your committee.
May God give you the courage to stand firm and see to it that this amendment is liberalized to the extent that it will benefit aged persons at the age of
60 years and the handicapped at the age of 50 years, people who are in dire need
now and whom can ill afford to wait until 5 or 15 years hence.
I ask it in the name of Him who said "* * * unto the least of these * * *"
Sincerely yours,
CHARLES F. BARKLEY.
PEOPLE'S PLATFORM
SOCIAL-SECURITY PLEAS FORWARDED

CHARLOTTE.
EDITORS, THE NEWS: With deep humility I herewith acknowledge the sincere
letters you, the readers of my Forum letter of January 10, wrote me, many of
them most pathetic and heart-rending.
I have passed your plea for consideration, those of you who requested me to
do so, on to the solons in committee now in Washington, D. C., and am hopeful
that we have in some measure impressed the Members of the Senate with our
graphic pictures of dire need and when the issue is presented for vote on the
Senate floor our efforts will have borne fruit.
If even now there are others of you who would like to write me in regard
to this momentous isuse I shall be pleased to hear from you, either pro or con.
Solvency
The only opposition I have encountered to the proposed legislation seems to
be from uninformed sources and it is that some are afraid that the legislation
might endanger the solvency of the fund. This opposition is, of course, only
conjecture and has no basis in fact. The fund would not be jeopardized even
if the ages were lowered to 60 years for both men and women and 50 years for
the handicapped as I proposed.
I would like to make it crystal clear at this point that if the legislation is
passed, all handicapped persons should be examined by competent physicians
before their claims would be considered, as I would not tolerate nor condone
any attempts at fradulent or feigned illness or physical disability.
CHARLES F. BARKLEY.
CHARLOTTE, N. C.,

February 17, 1956
Hon. W. KERR ScoTT,
Washington, D. U.
DEAR SENATOR: Your kind and informative reply to my letter of January
24 received several days ago, thank you very much for your offer of cooperation
in my crusade.
The crusade is "snowballing" every day as interested readers of my form
letter of January 10, 1956 (published in the Charlotte Observer) keep writing
me of their pathetic and heartrendering dire needs.
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I am enclosing herewith an authentic case letter from a most deserving widow
and may I deign request that you have it read into the minutes of the open
meetings now being held in committee relative to the amendment of the social
security law and if it is possible to become a matter of public record by having
it read into the Congressional Record. I am also enclosing a page from the Charlotte News on which is printed a second letter of which I am the author relative
to the issue.
In this case letter you will observe that this widow has, like myself been
paying into the fund for many years yet does not have enough credits to amount
to anything and may even lose what she has paid in unless she can obtain
gainful employment and work for a total of 18 credits. Is this fair? I beg
of you Senator Scott to see to it that the system of credits is liberalized or even
abolished altobether. As it now stands there is no hope for many who, like
myself and Mrs. Williams, who would find it extremely difficult to obtain gainful
employment at our ages, 61 and 57 years. I believe you to be a man of the
people, a man who would fight for the right. Here I rest my case.
If it isn't asking too much I would like to have some information as to what
has and is being done in committee there in the Senate hearings.
As I have so stated, I believe this cause has divine sanction and I believe
God will bless you for any support you may give this momentuous and vital
legislation.
Sincerely yours,
CHARLES F. BARKLEY.
CHARLOTTE, N. C., February 14, 1956.
DEAR SIR: I guess I missed your first letter concerning social security.
I wrote two Congressmen about a year ago. I will be 61 February 18. I am
unemployed and of course if I tried to get a job, I'd almost be run out with a
stick. In fact I have tried and wouldn't have nerve to try again.
I have 10 quarters on social security but after making extensive inquiry I find
I will never be eligible unless I bring it up to 18. Although a friend of mine has
the same number I have and has drawn 2 years-she is 75. They tell me I'm
barely out of the bracket who can be eligible at 65 on 10 quarters. They said
I was born in the wrong end of the year or month which sounded foolish.
I derive a small income from two houses which I bought from the money
I made while employed and yet this doesn't allow me to come under self-employment because I rent the houses each as unit which is very unfair for even the
farmers and nearly everybody is covered.
I would fare better if I didn't have the property, which barely gives me a
meager living-rather existence. If I didn't have it I might be able to get
old-age assistance at 65, which I don't want, I'd rather get social security then
I'd feel like I partly earned it.
I am so poverty stricken I only have a hot plate for heat and stay right in
kitchen bundled up to keep warm.
I think it's a shame. I raised my children as widow. I asked for no help
whatever; those who did get help are faring better than I.
I feel that I should be covered at 65 either under self-employment or on the
10 quarters I have, since some are drawing on 10. One who worked the same place
I did and same amount of time and same number of quarters is Sallie Smith, a
friend of mine on Statesville Road. I would like to hear from you by phone
or letter.
IVA WILLIAMS.
RACINE, AWis., Fcbrnary 1.J, 19.56.
Senator HARRY F. BYRD,
Vice Chairman,Social Security,
Washington, D. C.
DEAR SENATOR BYRD: I am sure it is a waste of time to write this letter for no
doubt it will never reach you, but be tossed in the basket by some secretary
where many requests and letters go that we send to our Representatives and
Senators.
My subject is: Social security covering single women.
We single women as well as married have been waiting patiently to see what
was going to be done about lowering the age for women. Now 1 hear that the
age will be lowered only for widows and wives of retired workers.
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Why discriminate against single women, we need it too. Many of us have
contributed and helped maintain the fund since the very beginning. Just why
should we single women be forgotten and neglected?,
Remember it is just as hard for older single women to get suitable work as
it is for widows and wives. Industry and other sources of employment prefer
young girls who can't begin to turn out the work like older qualified women.
The older single women have it anything but easy, usually they support an aged
parent as I myself did for a number of years. We never had the protection of a
husband, financially or otherwise.
Married women have had it much easier than single girls who trudge (no
car) to work while they have relaxed at clubs and parties. Why do you think
widows and wives are more deserving of the pension than single women?
Another point, many wives worked and earned big money. Some worked for
the Government, were teachers, self-employed, etc., and will retire under their
respective pension plans and also get their husband's share in social security.
Why deny those of us who have worked and contributed to the fund many years?
It appears to me the agency is very unfair in many ways. Some get the
cream and others more deserving are pushed around. What does the committee
intend to do with the billions in the fund? They do not hesitate in throwing
it away on appropriations within the agency with all its propaganda that it's
so wonderful, etc., overstaffing of chiefs, directors, and high grades..,
Travel and expense accounts are padded as well as overtime reports. Check
some of your area officers for proof of my statement; you may be surprised.
Single people have never had any mercy when it comes to paying taxes either.
We (myself) like a home and try to maintain one, but get no break whatsoever,
not even considered as the head of a household.
I trust and ask you to see the necessity and approve lowering the benefit age
for single women and not only for widows and wives of retired workers. Thank
you.
Very truly yours,
(Miss) ALICE NELSON.
Hon. SENATORS,

TOLEDO 2, OHIo, February 2, 1956.

United States Senate, Washington,D. C.
GENTLEMEN: I understand that you are now considering revisions of the Social
Security Act.
One effect of sections 203 (b) and 203 (e) of the act as amended by the
social-security amendments of 1954 has recently come to my attention which
appears to me to be inequitable and probably not intended by Congress in
adopting the amendments.
The facts can be summarized as follows: An individual rendered services
for wages for sufficient years to be entitled to benefits. During the first 4
months of the calendar year 1955 he worked and received for his services wages
of about $3,000. He attained the age of 65 in May 1955, retired from his employment, was found eligible and collected monthly benefits for the remaining 8
months of 1955. Beginning in June 1955 he obtained part-time employment,
rendered services in each month, and received wages of $100 for each of the 7
months. He earned no other income during 1955. He files his income-tax
return for a calendar year.
An employee of the Social Security Administration has recently informed
him that he had improperly collected benefits during the last 7 months of 1955
and is subject to deductions from future benefits.
Portions of the law applicable are:
"SEc. 203 (b). Deductions-shall be made from any payment or payments
under this title to which an individual is entitled, until the total of such deductions equals such individual's benefit or benefits under section 202 for any month"(b) (1) in which such individual is under the age of 72 and for which month
he is charged with any earnings under the provisions of subsection (e) of this
section.
"SEC. 203 (e) (2). If an individual's earnings for a taxable year of 12
months are in excess of $1,200 the amount of his earnings in excess of $1,200
shall be charged to months as follows: The first $80 of such excess shall be
charged to the last month of such taxable year, and the balance, if any, of such
.excess shall be charged at the rate of $80 per month to each preceding month
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in such year to which such charging is not prohibited by the last sentence of
this paragraph, until all of such balance has been applied-notwithstanding the
preceding provisions of this paragraph, no part of the excess referred to in such
provisions shall be charged to any month-(D) in which such individual 'did
not engage in self-employment and did not render services for wages-of more
than $80."
It appears that the Secretary construes the above partially quoted sections
to mean that under facts as stated above the beneficiary is to be charged for
the months June through December of 1955 with the excess earnings from the
period prior to his retirement inasmuch as they were earned during the calendar
year 1955.
I question that it was the intention of Congress in adopting the 1954 amendments to the Social Security Act to impose the particular limitations on earnings
after retirement achieved by applying the above-quoted sections of the act to
the facts stated above.
Most beneficiaries retiring during a taxable year will have earned substantial
sums in the months of that year prior to retirement. It is the popular belief
that a beneficiary is entitled to earn an average of $100 per month following
retirement Contrary to this popular belief, section 203 (e) (2) imposes a
monthly limit of $80 upon wages earned in any 'month following retirement
during the taxable year in which the beneficiary retires.
Prior to the effective date of the 1954 amendment, a self-employed individual
was entitled to earn an average of $900 per year in taxable years after retirement without deduction of benefits; a wage earner was limited to $75 in any
I month. Thus, a wage earner who earned not more than $75 in any 1 month
following retirement would not be penalized because of wages earned during
the taxable year in the months prior to retirement.
It is my understanding that the 1954 amendments on this point were intended
tS eliminate the difference between wage earners and self-employed individuals
by allowing each to earn during a year the maximum amount of $1,200 without
regard to whether the earnings of any 1 month exceeded the average monthly
maximum of $100.
However, in correcting this inequity between wage earners and self-employed
individuals, the amendments put the wage earner in a position for the taxable
year during which he retires worse than his position under prior law. Previously he could earn the average monthly maximum in any month following
retirement; now he cannot do so during the year of retirement, instead he is
limited to an arbitrary dollar limit of 80 percent of the said average monthly
maximum.
If you feel as I do that this particular result is inequitable or does not represent
the intent of Congress, may I request that you give consideration to a revision
of the Social Security Act, perhaps by providing that the first taxable year of
a retiring worker shall be a short year for the purposes of the act, beginning
the month of retirement and ending on the end of the taxable year during which
he retires.
f
Yours very truly,
GLENNON B.
INDEPENDENT

TASSre.

RECORD,

Thermonpols, Wyo., February 7, 1956.
THOMSON,
Washington,D. C.
DEA.&CONGRESSMAN THoMsoN: It has come to mt attention that changes in
'the social-security law are being considered. In this connection, I would like to
suggest that the maximum amount of person 65 years of age or over is allowed
,to earn in any 1 year, $1,200, be increased.
Most wage earners are paid on a weekly basis. The $1,200 maximum wage
is apparently meant to be fixed on a weekly rates of $25. If only 4 weeks are
counted for each month, this would work out all right, but actually there are
52 working weeks each year, and on the $25 basis this would amount to $1,300.
-So the worker is thus forced to take a 4-week layoff or be penalized.
If an older person is to work, he or she must continue in the same job at
-hich they have formerly been employed, as it is practically impossible to ob,tain new employment. If they continue in the same job, they must work full
'time as the employer cannot operate his business with employees who are forced
by Government restrictions to take periodical layoffs in order to stay within
payroll limits.
Hon. KEI
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Even though the $25 weekly limit is pitifully small, it is even more of a hardship when restricted to a 48-week basis. Even though the week pay rate is not
increased, the law certainly needs amending so that the worker can earn at least
the $25 rate for the full 52-week year, which would fix the yearly amount at
$1,300 instead of the present $1,200.
This amendment would not cost the Government nor the taxpayer any additional outlay, but would give the wage earner a break. Actually the yearly
amount should be increased to at least $1,500. This would allow for any small
incidental amounts the worker might receive during the year.
I trust you will give these suggestions your careful consideration, as I believe
it is the general opinion that something along this line is critically needed.
Sincerely yours,
JESSIE L. DUHIG.

UNITED STATES SENATE,
COMMITTEE ON APPROPRIATIONS,

Washington, D. C., January 31,1956.
Hon. HARRY F. BYRD,
Chairman,Committee on Finanoe,
United States Senate, Washington,D. C.
DEAR SENATOR: I have received a letter from Mrs. Gertrude A. Sederberg, 5247
Washburn Avenue South, Minneapolis, Minn., and Mrs. Sederberg writes me as
follows:
"In all of this new and improved social security legislation, has any thought
been given to amending the law as It applies to benefits for minor children? It
seems some provision should be made to enable these orphaned children to attend
school beyond their 18th birthdays so they can have the same opportunity extended more fortunate youngsters who have both parents. The benefit should
be payable on behalf of these children until their 21st birthdays if they are
attending an approved institution of learning.
"A law similar to that administered by the Veterans' Administration should
be considered."
In view of the fact that your committee has H. R. 7225 before it, I felt it
desirable to bring this inquiry to your attention so that it might have consideration in connection with the committee's work on the pending bill.
Sincerely yours,
EDWARD J. THYE, U. S. S.
STATEMENT OF RANDEL SHAKE, DIRECTOR, NATIONAL CHILD WELFARE COMMISSION,
THE AMERIcAN LEGION

Mr. Chairman and gentlemen of the committee, the American Legion appreciates the opportunity to present its views on S. 2388, a bill to amend title UI
of the Social Security Act to provide for the payment of child's insurance benefits to certain individuals who are over the age of 18 but who are unable to
engage in any regular employment by reason of permanent physical or mental
disability.
One of the founding principles of the American Legion is to be of service to
the disabled veteran and to his dependents and to the widows and orphans of
deceased veterans of the two World Wars and the Korean conflict. Out of this
principle we have established one of the most outstanding child welfare programs in the country. Over the past 30 years our organization has expended
well over -125 million in direct aid to children. We believe our record in the
field of child welfare establishes the fact that we have a real interest in the
well-being of children and speak from long experience in matters relating to
children.
Although our first concern is for the children of veterans, we realize that we
must be concerned about all children. Nearly 55 percent of the children in this
country are veterans' children and although we have spent millions of dollars
for such children, we realize that no single organization, regardless of its size,
can expect to meet the special needs which will be found among 27 million children. For this reason, we have felt it necessary to devote:an increasing amount
of our effort to improving public programs established by the Congress and
State legislatures for the benefit of children in general.
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The Amnerican Legion has taken an active part in shaping the old-age and
survivors insurance program from its inception and especially since 1946 when
we began receiving requests for financial assistance for children of those veterans who had died shortly after their discharge from World War II of causes
not related to their military service. We found that the majority of these
dependents were not entitled to any Veterans' Administration pension payment
because the veteran had no service-connected disability prior to his death. We
also found that many of these veterans had not had sufficient time prior to their
death either to gain or regain an insured status under the old-age and survivors
program since military service at that time was not "covered employilirace
ment." This inequity was corrected by the Congress in 1950 when wage credits
of $160 a month for military service were authorized.
The American Legion at its 1953 national convention adopted a resolution
requesting an extension of old-age and survivors insurance payments beyond
the age of 18 years for those children whose benefits were based solely on the
deceased's military service. At that time we requested the definition of a
"child," for benefit purposes, for this particular group of children be changed
to read the same as the definition used by the Veterans' Administration.
The national executive committee of the American Legion meeting in Indianapolis, Ind., May 4-, 1955, reaffirmed the American Legion's previous position
on this subject when it adopted the following resolution:
"NO. 45. DEFINITION OF A CHILD UNDER OLD-AGE AND SURVIVORS INSURANCE

"Whereas an increasing number of children of deceased veterans now receive
their chief economic support through the operation of the old-age and survivors
insurance system; and
"Whereas the definition of a child for purposes of old-age and survivors insurance is more restrictive than the definition of a child in laws administered by
the Veterans' Administration, particularly as seen in the fact that, under oldage and survivors insurance, benefits are not payable to children between the
ages of 18 and 21 when remaining in school; and also as seen in the fact that
old-age and survivors insurance benefits are not payable beyond the age of 18
in those cases where the child is totally disabled; and finally as seen in the
fact that the provisions for benefits to children in cases of divorce, desertion,
and illegitimacy are more restrictive under old-age and survivors insurance than
under the Veterans' Administration: Now, therefore, be it
"Resolved by the national executive committee in meeting assembled in
Indianapolis, Ind., May 4, 5, 6, 1955, That we reaffirm resolution No. 110 of the
35th national convention, urging that the definition of a child for purposes of
old-age and survivors insurance be the same as the definition of a child in laws
administered by the Veterans' Administration."
The above request to amend the old-age and survivors insurance program
definition of a child to conform to the definition used by the Veterans' Administration would involve three changes:
1. Equitable treatment would be afforded Illegitimate children of deceased
persons who were covered by old-age and survivors insurance at the time of their
death.
2. Insurance payments could be continued for those youth who remain in
school between the ages of 18 and 21.
3. Benefits would be continued for an indefinite period for those children who
were receiving benefits and were totally disabled prior to their 18th birthday.
S. 2388 deals with only point 3 of the changes proposed by our resolution No.
45. Extension of benefits beyond the age 18 years to this group of beneficiaries
would involve a fairly small number. The Bureau of Census in 1949 conducted
a survey which showed that approximately 1 percent of the children in the age
group 14 to 18 could be considered totally disabled. At this time we have about
11 million children in this age groping and we might expect to find about
100,000 children who are totally disabled between 14 and 18 years of age. If
we apply this same 1 percent to the number of children dropped annually from
old-age and survivors insurance benefits because of having reached their 18th
birthday and who are totally disabled we would arrive at a figure of approximately 700 to 800 children.
If totally disabled children's benefits were continued beyond the 18th birthday, the number of children receiving such benefits after a period of years would
of course increase considerably. However, the life expectancy of this particular
group would be substantially less than that of a normal population group.

q
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Even after a period of several years it would not appear that the continuation
of benefits to this group would place an undue burden on the social security
trust fund.
Discontinuance of benefits to a totally disabled child most often places an,
additional hardship on the widow. Such a child is as much in need of assistance
the day after his 18th birthday as he was the day before his 18th birthday. In
most instances a widow with a child 18 years old will have reached middle age
and her employment opportunities, particularly if the handicapped child is in the
home, are almost certain to be very limited. In many cases discontinuance of
her benefit and the child's which would occur if the disabled child was the only
minor child in the home, will cause a need for public assistance.
The old-age and survivors insurance program must be regarded as a major
bulwark against economic insecurity caused by the death of the wage-earning'
parent. However, the law with respect to this particular group of dependent
children seems to fall short of the economic protection that should be afforded
them, at least it appears to be less equitable or humane than the law governing
Veterans' Administration payments to disabled children.
We believe that the experience gained in administering programs designed
specifically for the dependents of veterans over the past 100 years can and should
be of considerable value to us in establishing programs for the general
population.
We of the American Legion are fully cognizant of the many complexities involved in our present social-security law and the time and careful attention
that must be devoted in consideration of its amendment. We do believe that
favorable consideration of S. 2388 will provide economic protection to a group
which certainly deserves such protection.
We also believe that such an amendment would not entail an expense sufficient
to endanger in any way the old-age and survivors insurance trust fund.
The American Legion endorses S. 2388 and respectfully urges favorable consideration of the bill by your committee.

UNITED CEREBRAL PALSY ASSOCIATION, INC.,
New York 17, N. Y., October 28, 1955.
Hon. HaaRv FLOOD BYRD,
Berrytjill, Va.
DEAR SENATOR BYRD: The 550,000 persons in the United States afflicted with
cerebral palsy (of which it is estimated there are about 285,000 children) are
vitally interested in the passage of H. R. 7225, which was read twice in the
Senate of the United States on July 19, 1955, and referred to the Committee on
Finance.
This is an act to amend the Social Security Act and, among other purposes, It
is designed to provide for the continuation of child's insurance benefits for
children who are disabled before attaining the age of 18.
The caseload of cerebral-palsied persons is growing steadily. With unrelenting regularity about 10,000 babies are born with cerebral palsy annually-1
every 53 minutes.
Cerebral palsy is the general term for a group of disorders caused by injury'
to the motor centers of the brain which result in the loss or impairment of voluntary muscle control. The lickof control may be in the arms, legs, tongue,
speech mechanism, eyes, or it may affect the hearing. The extent of the disability varies widely and may affect the entire range of muscular activity.
Cerebral palsy occurs most frequently at birth but it may happen at any time
before birth, or in childhood or adult life as the result of an accident, illness, or
infection. Anyone may be affected by the condition, regardless of age, race,
economic standing, or environment.
You can see, therefore, Senator Byrd, that the passage, of H, R. 7225 is of vital
interest to every person afflicted with cerebral palsy and the relief, in my opinion,
in a great many cases, would prevent them from becoming public charges.
With kindest regards,
Sincerely yours,
JACK HAUSMAN,

President.,
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NATIONAL ASSOCIATION FOR RETARDED CHILDREN, INC.,
New York 3, N. Y., June 27, 1955.
Hon. HARRY FLOOD BYRD,
United States Senate, Washington, D. C.
DEAR SENATOR BYRD: It is expected that the House of Representatives will
very shortly pass a measure containing several revisions to the Social Security
Act, one of which is an amendment to continue benefits for mentally and physically disabled children above the age of 18.
Certain of the other amendments have come under attack as being costly and
necessary of prolonged study. I should like to take this opportunity to stress
the fact that such is not the case, at least insofar as the amendment to benefit
handicapped children is concerned.
Secretary Hobby has publicly stated that the three major amendments, among
which is the one I have reference to, would cost more than $2 billion and would
necessitate an increase in the payroll tax. An effort was made to have the
actuary of the Social Security Administration compute the exact cost of H. R.
2205, a bill identical to the amendment to which I have reference, but met with
not success because the cost was "so negligible as to be unworthy of computation." However, it was determined that 10,000 children would benefit; therefore, it is reasonable to assume, since there are now 1 million children on the
rolls, that the cost of this part of the program would be increased by less than
1 percent. Surely this would not necessitate an increase in the payroll tax, and
is in direct contrast to the overall impression given by Mrs. Hobby.
All of the other major retirement and insurance systems of the Federal Government-including the railroad retirement, civil service, and uniformed services
plans-contain the provision I am commenting on here. There are 10,000 handicapped children whose widowed mothers, in providing the personal care they
need, are unable to provide the financial care. The families of the 4,800,000
mentally retarded children of the United States--not to mention those with
physical handicaps-are most interested in seeing the more unfortunate of their
number receive the long-overdue security they deserve. A desperate need can
be met at this session of Congress if your committee and the Senate as a whole
will see fit to apply this time-tested, inexpensive provision to the Social Security
System.
Sincerely,
SALVATORE G. DIMIcHAEL,

Ea.ecutive Director.
ONEIDA-HERKIMER COUNTIES CHAPTER,
ASSOCIATION FOR THE HELP OF RETARDED CHILDREN, INC.,
Utica, N. Y., February15,1956.
Hon. HARRY F. BYRD,
Senate Office Building,
Washington, D. C.
DEAR MR. SENATOR: The Oneida-Herkimer Chapter for the Help of Retarded
Children has unanimously requested me to write to you about a proposed amendmnent to the Social Security Act.
Last year the Congress gave attention to a proposal that would permit a widow
under age 65 to continue receiving survivors benefits for herself and child, after
the child had reached the age of 18, if that child were totally dependent because
of mental or physical disability. This proposal is likely to arise again during
the current session of Congress. The Oneida-Herkimer Chapter of the Association for the Help of Retarded Children hopes that you will support this proposal
and that it will be enacted into law.
The financial burden falling on the parents of mentally retarded children is
Such children are ordinarily not well provided for in the public
enormous.
schools or in other institutions--the latter being often dangerously overcrowded
or otherwise quite inadequate. These children must often be cared for entirely at
private expense; and what training they are able to absorb can often be given
Medical and diagnostic
only in private and costly schools or special classes.
expenses are sometimes fantastic in amount. Retarded children become adults,
and must receive lifetime care. Even moderately well-to-do families are seriously
handicapped in their efforts to build up estates of trust funds for their retarded
children simply because current outgo for their care is excessive. Amendment
of the Social Security Act as suggested above would not solve the family's
financiar problem, but would be a great help in cases in which the breadwinner
had died prematurely.
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We believe that this is a matter, of public concern. Since industry, commerce,
Government service--indeed, sociy at large-reject these children even when
they possess some degree of competence, the problem would appear in part to
be one for the Nation as a whole rather than for individual families alone. We
trust that this matter will enlist your warm support.
Very sincerely yours,
ELIOT HVNT. President.
ARLINGTON', VA., February16, 195r).

Senator HARRY F. BYRD,
Senate Office Building, Washington, D. C.
DEAR SENATOR: Dr. James Doenges, national president, Association of Amer.
ican Physicians and Surgeons, addressed a meeting of the Alexandria, Arlington,
and Fairfax Medical Societies tonight. He stated he appreciated your consideration at the hearing today in which he presented our objections to compulsory
inclusion in social security. Our associations represent over 300 physicians in
northern Virginia. We thank you for this consideration.
JOHN T. HAZEL, M. D.,
Virginoia Delegate, Association American Physiciansand Surgeons.

NATIONAL INDEPENDENT

UNION

COUNCIL,

Washington, D. C., Fcbruary 23, 1956.
Re H. H. 7225, Social Security Amendments of 1955.
Hon. HARRY FLOOD BYRD,

Chairman, Senate Finance Committee,
Senate Office Building, Washington, D. C.
DEAR CHAIRMAN BYRD: We take this opportunity to advise your committee that
our organization, the National Independent Union Council, which speaks for a
substantial number of the more than 2,500 independent unions in this country
is highly in favor of passage of the above-captioned bill or some liberal version
that may be brought out by your committee.
We are particularly distressed by the present conditions existing under the
act since it does not provide any benefits for disabled workers until age 65. As
a rule most of those who are disabled in industry never live to reach the qualifying age. Furthermore, we feel that consideration should be given to the
widows of those who receive social security. Under the existing law they have
no protection whatsoever in case they are not 65 when their spouse passes away.
In many cases the widow is considered too old and is unable to obtain work.
As a result they are left without any protection whatsoever unddr the act until
age 65.
Our organization is highly in favor of reducing the age for optional retirement
with social security benefits.
We hereby request that our organization be placed on your mailing list to
receive copies of transcript of the hearings in all matters related to this most
important legislation.
Yours very truly,
DoN MAHON, Secretary.

NEW YORK STATE JOINT LEGISLATIVE
COMMITTEE ON PROBLEMS OF THE AGING,

Albany, X. Y., February 29, 1956.
Senator HARRY F. BiRD,
Chairman, Senate Finance Committee, Washington, D. C.
DEa SENATOR BYRD: It is an honor to present to you herewith a declaration
of principles, signed by many of the Nation's oufi0tanding experts on old age.
Many of these individuals, renowned scientists, outstanding social scientists,
or persons of great eminence in working with old folks, feel that social security
needs to be examined in far broader terms than it has been by Congress, that
the needs of the aged need to be examined on a more comprehensive basis than
by piecemeal approach.
The Importance of this declaration lies in the fact that it is the first expression
of views made to the Nation, through you, by the new science of gerontology.
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The statement is broad. The statement is general. But the statement is
basic.
All those listed on the declaration are men and women who are giving their
lives to improving the lot of our aged. They would be glad to confer with you
at any time, I'm sure, that you feel ysu (Jr your staff may want help on problems
affecting the aged.
With best wishes, I am,
Sincerely yours,
ALBERT J. ABRAMS.
P. S.-We hope you will add this declaration to the record of your hearing.
A. J. A.
DECLARATION OF PRINCIPLES

(This declaration of principles, signed by 25 of the leading old age experts in
the United States, was presented today to the United States Senate Committee
on Finance in Washington currently holding hearings on social security. It was
prepared to focus the attention of Congress and the Nation on fundamental issues
that need to be resolved to aid our aged.)
Great anti important changes have been wrought on our culture by social
security.
1. Social security needs to be viewed from its total impact on our culture and
economy, not simply as a minimal pension.
For example, already old age and survivors insurance has had an enormous
impact on our total society.
(a) It has made our elderly more independent within the framework of
oux family. Today our aged are less dependent on children, or on family
charity.
(b) It has made our elderly more mobile. Our aged are no longer imprisoned in their old neighborhoods, old homes, and old communities, and
are free to move if and where they wish. As a by-product of this mobility,
the aged have helped develop great new communities, boomed land values,
changed the marketing patterns of large enterprises.
(c) It has enabled our elderly to obtain a more adequate diet, and thereby
has contributed to increased vigor and longevity. We have no definitive
studies on this point, but tangential evidence and our experience with the
aged tend to confirm this.
(d) It has removed from millions of aged the fear of a grave in Potter's
field and pauperism. This "peace of mind" factor, although intangible, has
contributed we believe substantially to promoting the well being, emotionally and physically, of middle-aged and older persons.
(e) It has helped to remove the necessity of our aged persons literally
"working themselves to death." In the presocial security era, an aged person unless blessed with savings, or reasonably well-off children, often found
no rest, no time to "enjoy life"; there was no retirement except from life
itself.
(f) It has helped to enable many of our older people to free themselves
to develop cultural interests, civic responsibilities and hobbies. The creativity of later life in recent years is in many cases a function of social
security.
So we emphasize that individual social security bills must be viewed not simply
from the viewpoint of providing a guaranteed income to more aged, but in addition from the broader aspects of their impact on our entire economy.
2. Universal social security coverage to cover all, regardless of occupation,
profession, or type of employer is a desirable primary goal.
(a) There has been a tendency in social security legislation to make coverage for those who work for nonprofit groups, public agencies, or those
engaged in certain professions or occupations dependent on referenda. We
find that no group is immune from ravages of indigency, or what is often
worse, genteel poverty, regardless of whether they work for a social agency
or church or are a member of a profession, etc.
3. Social security was dedicated originally to the prevention of poverty, but
this goal has been slighted, and needs to be reemphasized.
(a) There can be no social security unless an effort is made to root out
as early as childhood those factors in human development which may lead
to indigency.

U

3

630

SOCIAL SECURITY AMENDMENTS

OF

1955

(b) There is need for integrating social security system with casework
counseling, with a retraining, program for older workers, with special job
counseling and placement service of older workers in part-time jobs, available to all regardless of incomes.
4. A social security system does not really provide an adequate amount of
security unless it protects our aged from the indigeguy that comes from the
sickness of later life.
(a) Congress has before it several proposals for protecting the aged against
the hazards now induced because of the high cost of hospitalization and
sickness caused by diseases of later life. We believe that passage of an effective method of helping the aging meet the cost of such illnesses is urgently
needed as part of our social security system, whether it be on the basis of
financial aid to private hospitalization funds or a health insurance system.
Today the onerous costs of terminal care ruin the lives of children and
children's children, even unto the third generation. Most health insurance
plans make no provision for nursing care. We respectfully recommend
action on health programs of the aged at this session of Congress.
5. Social security must develop a flexibility it does not have at present.
(a) There is a rigidity about social security both in law and in the public's
mind that needs to be overcome. Older persons should receive, as in England, an incentive to continue work beyond established retirement age
through increased social security, particularly in times of labor shortage.
The social security law should be used to enable (1) the elderly to withdraw
from the labor force in time of labor surplus, and (2) their widest participation in the labor force in time of labor shortages.
6. The orderly integrationof old age insurance and old age assistance systems
is needed.
(a) We are currently wasting the skills of trained social workers who are
devoting their time to checking eligibility of old age assistance applicants,
when their abilities are needed to provide counseling. More importantly,
there is no need to wait 20 years or more, the rate at which the OAA rolls
are declining, to eliminate old age assistance. This can be speeded up, so
that our indigent aged are covered into the social security system, and
freed from the invasion of privacy characteristic of the old age assistance
system. We believe that if necessary for such prompt integration, the old
age insurance fund should supplement employer-employee contributions
with general fund payments.
7. We do not-believe that Congress can fully understand thc needs of our aged,
nor legislate properly for the aged, by the current piecemeal approach. Legislation for the aged ought to be done on a comprehensive basis.
(a) Congress has before it numerous bills on housing for the aged, social
security, which should be considered at this session. However, this piecemeal approach is not conductive to the best interests of our aged, or if this
be not practical, a joint congressional committee be assigned to deal with the
numerous problems of later life. Many of these complex problems overlap
and cannot be treated separately. Congress needs to obtain the whole picture of older peoples in our culture, their needs, their problems.
The following persons have approved the declaration of principles:
Ferdinand H. Rosenthal, executive director, Jewish Home for Aged at Pittsburgh, Pittsburgh, Pa.
Theodore Charuas, chairman, section on aged, New York Welfare and Health
Council, 44 East 23d Street, New York City
Dr. E. M. Bluestone, director, Montefiore Hospital, Gun Hill Road, near Jerome
Avenue, New York City
Walter M. Beattie, Jr., director, service to the aging, the Community Welfare
Council of Madison, 14 West Johnson Street, Madison 3, Wis.
Dean Willis H. Reals, Washington University, St. Louis 5, Mo.
Jerome Kaplan, executive secretary, Governor's Committee on Aging, Hennepin
County Welfare Department, 134 Courthouse, Minneapolis, Minn.
Prof. Irving Lorge, Teachers College, Columbia University, New York City
Mrs. Jean Wallace Carey, executive secretary, Federation of Protestant Welfare
Agencies, 207 Fourth Avenue, New York City
Dr. E. V. Cowdry, past president, International Gerontological Society, Washington University Medical School, St. Louis 5, Mo.
Frederick D. Zeman, chairman, subcommittee on geriatrics, New York State
Medical Society, 364 Fourth Avenue, New York City

j

I

SOCIAL SECURITY AMENDMENTS

OF 1955

631

Miss Ollie A. Randall, past president, American Gerontological Society, consultant on aging, Community Service Society, 105 East 22d Street, New York City
Arthur H. Tryon, president, Los Angeles Board of Supervisors, Senior Citizen
Center, 306 West Third Street, Los Angeles, Calif.
Julius Well, executive director, the Montefiore Home, Cleveland, Ohio
Mrs. Geneva Mathiasen, executive secretary, National Committee on Aging, National Social Welfare Assembly, 345 East 46th Street, New York City
Dr. Michael M. Dacso, chief, rehabilitation service, Goldwater Memorial Hospital, Welfare Island, New York City
Dr. Clive M. McCay, professor of nutrition, School of Nutrition, Cornell University, Ithaca, N. Y.
Dr. Robert W. Kleemeier, director of research on aged, Loyal Order of Moose,
Moosehaven Research Laboratory, Orange Park, Fla.
Dr. Sidney L. Pressey, department of psychology, the Ohio State University College of Education, Columbus 10, Ohio
Dr. A. J. Carlson, professor emeritus of physiology, University of Chicago,
Chicago, Ill.
Dr. Irving L. Webber, department of sociology, University of Florida, Gainesville, Fla.
Miss Ruth Andrus, director, the Cold Spring project of the Walt Foundation,
Inc., Cold Spring, N. Y.
Dr. Ernest W. Burgess, professor of sociology, University of Chicago, Chicago, Ill.
R. 0. Beckman, consultant in management, personnel and training, 164 West 16th
Street, Hialeah, Fla.
Albert J. Abrams, director, New York State Joint Legislative Committee on Problems of the Aging, room 430, the Capitol, Albany, N. Y.
John A. Ruskowski, associate director, New York State Joint Legislative Committee on Problems of the Aging, room 430, the Capitol, Albany, N. Y.

(Whereupon, at 12: 30 p. m., the committee adjourned, to reconvene
at 10: 10 a. M., Tuesday, February 21, 1956.)

SOCIAL SECURITY AMENDMENTS OF 1955
TUESDAY, FEBRUARY 21, 1956
UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. C.
The committee met pursuant to call, at 10: 10 a. in., in room 312, Senate Office Building, senator Robert S. Kerr presiding.
Present: Senators Kerr (presiding), George, Long, Barkley, Martin, Carlson, Williams, Wallace, and Bennett.
Also present: Elizabeth B. Springer, chief clerk.
Senator KERR. The meeting will come to order.
The Chairman has asked me to insert in the record of the hearing
today a letter from Dr. Arthur J. Altmeyer, former Administrator of
Social Security, expressing his wholehearted approval of the reduction-of-age requirements for women and payment of disability benefits
as proposed in H. R. 7225.
(The statement follows:)
MADISON 5, Wis., February 14, 1956.
Senator HARRY F. BYRD,
Chairman,Committee on Finance,
The United State8 Senate,
Wa8hington, D. C.
DEARt SENATOR BYRD: Because of my past connection with the administration
of the Social Security Act, I am presuming to write you relative to the amendments embodied in H. R. 7225, which is now being considered by your committee.
The most important amendments are, of course, those providing benefits for permanent and total disability and reducing the qualifying retirement age for
women.
As I have indicated to the Congress on many occasions in the past, both in my
annual reports as Commissioner for Social Security and in appearances before
committees, I strongly favor these two amendments. I shall not repeat at this
time my reasons for doing so. However, I thought your committee might be interested in my views regarding administrative feasibility and probable costs
which usually have been the chief objections stressed by opponents.
As regards protection against income loss due to permanent and total disability, this phase of social security has been subject to continuous study by the
administrative branch and by the Congress since 1934, a period of 22 years.
Not only has the House Ways and Means Committee and the Senate Committee
on Finance given consideration to this matter in the usual manner, but the Senate
Committee on Finance on two separate occasions has appointed an Advisory
Council on Social Security (in 1938 and 1948) which considered it. The first
Advisory Council unanimously agreed that it was socially desirable to provide
social-insurance benefits to permanently and totally disabled persons, but disagreed as to the timing of the introduction of these benefits. Fifteen of the 17
members of the second Advisory Council recommended the inclusion in the
contributory social-insurance system of protection against income loss due to
permanent and total disability.
Fortunately, it is no longer necessary to rely upon theoretical arguments pro
and con regarding administrative feasibility and probable costs, since a considerable body of actual Government experience has now been built up. The
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Government experience with permanent total disability to which I refer is as
follows:
1. The experience under the United States civil service retirement system,
the other Federal retirement systems, and the many State and local retirement
systems which usually include permanent and total disability benefits.
2. The experience under the Federal Employees Compensation Act, the Long.
shoremen's and Harborworkers' Compensation Act, and the State workmen's
compensation acts, all of which include benefits for permanent and total disability. The experience under the Federal acts just mentioned which cover occupational disease as well as accidents and the State acts which do so is especially
pertinent.
3. The experience of the Veteran's Administration in the payment of benefits
for permanent total disability, both service-connected and non-service-connected,
and in the payment of such benefits under the United States Government life
insurance.
4. The experience under the Railroad Retirement Act, which has included
permanent total disability benefits from the very beginning, is particularly significant since that act represents a companion contributory social insurance
system.
5. The experience under title XIV of the Social Security Act providing Federal
grants to the States for aid to the permanently and totally disabled, enacted in
1950.
6. The experience under the so-called disability "freeze" provision included in
the 1952 and 1954 amendments to the old-age and survivors insurance system.
All of the foregoing experience has demonstrated that there are no insuperable administrative difficulties and that the cost can be kept within reasonable
limits. I shall not undertake to analyze that experience in detail. However, I
do wish to call particular attention to the experience that has already developed
under the "freeze" provision in old-age and survivors insurance. Last July,
when the then Secretary of Health, Education, and Welfare appeared before your
committee, she stated, "Without any significant experience under the disability
'freeze,' we are not in a position to give the Congress our considered judgment
at this time on these and other alternatives." She went on to point out that
through July 15, 1955, only 374 State determinations of disability under thedisability "freeze" provision enacted in 1954 had been received. The situation in
that respect is quite different today. As of January 20, 1956, 106,130 determinations had been made. The "freeze" had been allowed in 65,659 of these cases
,and denied in 40,471. As of November 1, 1955 (the latest date for which figures
-are available), 23,000 disabled persons and their dependents were actually
-receiving increased benefits as a result of the "freeze."
The proposal for reducing the qualifying age for women, of course, presents no
administrative difficulties. The chief arguments usually made against this
proposal are the increased cost and the allegation that it would result in more
women leaving the labor market at an earlier age. As a matter of fact there is
,no statistical evidence to indicate that any appreciable number of persons, men
or women, leave the labor market sooner than they otherwise would, simply
because they have reached the minimum retirement age under the old-age and
survivors insurance system. On the contrary, the evidence indicates that they
are usually forced out of the labor market either because of physical disabilities
or because they cannot find a job as they grow older.
Cost is always an important consideration that must be kept in mind, particularly in a self-sustaining contributory social insurance system where the cost
of the benefits is met by payroll taxes. Therefore, I should like to make some
comments as regards costs which I trust may be helpful.
The actuary of the Social Security Administration has already testified before
your committee that the net intermediate level-premium cost of all of the changes
proposed in H. R. 7225 would be 0.94 percent of covered payroll. In my judgment the actuary has made as good an estimate of the probable cost of these
proposed new benefits and of the benefits already provided under the old-age and
survivors insurance system as is humanly possible. However, I wish to point
out that all of his estimates are based upon the assumption that there will be
no future Increase in the general level of earnings. This is, of course, contrary
to the actual experience in the past, particularly since 1939, since which time
average weekly wages have trebled. As you know, when wages increase the
increase in benefits is considerably less than the increase in contributions. Thus,
as the actuary pointed out in his testimony, his present estimate of the cost of the
benefits in the existing law, based on 1954 earnings has been reduced by 0.26
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percent of payroll from his 1954 estimate based upon 1951-52 earnings. He also
stated that a "possibly lower cost" would result if the cost estimate were made
on the basis of 1955 earnings. In my opinion there is no question that such a
cost estimate would be lower because of the considerable increase in earnings
in 1955 as compared with 1954.
But even though the present estimate of the cost of the existing law Is less than
the estimate made in 1954, I believe that there should be an increase in the
revenues to compensate for the additional benefits now proposed. However, I
would recommend that the committee consider the desirability of meeting at
least some of .the increased cost by raising the maximum annual earnings on
which contributions and benefits are based. About one-half of the regularly
employed male workers now earn more than $4,200. In 1938 only 6 percent
earned more than $3,000, which was the maximum in the law at that time.
The actuary could easily estimate how much higher the maximum annual earnings would need to be to meet the entire additional cost of the proposed benefits
or such proportion of the additional cost as the committee deemed desirable. I
would suggest that the actuary make his calculations, assuming an annual
increase in the earnings level of 2 percent.
I trust the foregoing comments and suggestions may be of some interest to your
committee in its deliberations.
Sincerely yours,
A. J. ALTmEYEn.

Senator KERR. Mr. Charles Smith.
STATEMENT OF CHARLES H. SMITH, DIRECTOR OF THE VIRGINIA
SUPPLEMENTAL RETIREMENT SYSTEM ON BEHALF OF THE
LEGISLATIVE COMMITTEE ON THE CONFERENCE OF STATE
SOCIAL SECURITY ADMINISTRATION
Mr. S3ITH. Mr. Chairman, members of the committee, my name is
Charles H. Smith, director of the Virginia Supplemental Retirement
system. I appear, however, before this committee as spokesman for
the legislative committee of the Conference of State Social Security
Administrators, under authorization of the national conference in
meeting November 7 and 8, at Baltimore, Md. The membership of
the conference is composed of State personnel responsible for administering the coverage provisions of the old-age and survivors insurance program as it relates to approximately 41/2 million governmental
employees.
Before discussing the extension of coverage, which is the primary
interest at this time of our conference, we desire to comment on the
benefit liberalizations and rate increase contained in H. R. 7225.
It is our belief that the 1954 benefit amendments are too new to have
provided sufficient experience on which to add new amendments.
H. R. 7225 contemplates a change in the original philosophy of social
security by reducing the retirement age of women and providing disability benefits. If the basic philosophy of social security, which provides a floor benefit, is to be changed, a complete study and investigation should take place, following which amendments, changing that
entire philosophy, should be enacted, rather than the piecemeal program now offered in H. R. 7225.
If study determines that a change in philosophy is warranted and
the benefits thereby liberalized, the increased level of contributions
required by the cost of such amendments should be assessed immediately upon enactment. Since the legislative assemblies of States
meet at varying times and since most public bodies operate on very
tight budgets, the effective date of such enactment must be set far
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enough in the future that each State legislature, in regular session,
has the opportunity to make necessary budget preparation.
It is to be further realized that a reduced retirement age under
old-age and survivors insurance will bring about pressure for similar
reductions in the retirement age in many retirement systems. The
increased cost to the employees will bring about agitation for salary
increases, while the reduced retirement age will radically increase the
taxpayers' expense for retirement systems. Thus the ultimate increase in costs is far in excess of 1 percent of subject salary.
It is obvious that there is a saturation point beyond which public
bodies may not venture in this one phase of government. A liberalization of benefit provisions of the old-age and survivors insurance
program should therefore be forecast far enough in the future that
necessary adjustments can be made in existing retirement systems.
We would point out further that many States and local governments have coordinated their retirements systems with old-age and
survivors insurance on the basis of the rate time table heretofore published and an increase of rate of contribution prior to that provided
in the schedule will violate the agreement between the employees
and the employer with serious financial effect.
Moving from benefits to coverage, the position which our conference takes with respect to coverage of State and local governmental
employees is that no restriction should be placed upon the authority
of the State in the extension of OASI coverage. We believe that the
governing bodies are best able to handle matters such as this at the
local level. Requiring a favorable referendum of a retirement system
membership before a State or local governing body may act to provide
OASI coverage unduly restricts the authority of the legislative bodies.
We also believe that policemen and firemen should be given the same
privilege of attaining OASI coverage as afforded to other governmental employees.
We urge that the act be so amended as to permit the State and local
governing bodies to take such action as they deem desirable.
If it is not possible at this time to remove all of the governmental
coverage restrictions of the Social Security Act, we desire that you at
least make it possible for all groups, inclUding policemen and firemen,
to participate in the OASI program.
In order to allow State and local governmental employees now
barred by a combination of State constitutional and/or financial limitations to obtain OASI coverage, we request that the act be amended
to permit local governing bodies to establish new retirement systems
or a division within the present systems coordinated with social security to which all new employees must belong, and by individual
election to include members of the existing retirement systems.
We have an amendment which would appear to take care of the
situation. I will not read it.
(The amendment referred to is as follows:)
Strike out the words "On the date of enactment of the succeeding paragraph
of this subsection" in the body of paragraph (B) of section 218 (d) (1) of the
Social Security Act, and insert in lieu thereof "on December 31, 1957," and also
strike out the words in the parenthetical expression in said paragraph "to
the date of enactment of such succeeding paragraph" and substitute therefor
"to December 31, 1957."
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We respectfully ask that the Senate legislative counsel confer with
the Department of Health, Education, and Welfare in preparing the
necessar amendments to accomplish the aims as herein listed.
On behalf of myself and the other members of the committee who
are present today-Steven E. Schanes, of New Jersey, W. Frank DeLamarr, of Georoia, Donald M. O'Hara, of Michigan, Tatum W. Gressette, of South daroliha, Max M. Manchester, of Oregon, and W. T.
Blair, our chairman, of Tennessee-I would like to thank you, Mr.
Chairman and members of the committee, for the opportunity of
presenting our views on the pending bill.
Senator KERR. Thank you very much, Mr. Smith.
Are there any questions?
Senator BENNETT. I would just like to ask Mr. Smith one question,
if I may, Mr. Chairman.
On page 2 he says, in the second paragraph:
It is to be further realized that a reduced retirement age under old-age and survivors insurance will bring about pressure for similar reductions in the retirement age in many retirement systems. The increased cost to the employees
will bring about agitation for salary increases, while the reduced retirement age
will radically increase the taxpayers' expense for retirement systems. Thus
the ultimate increase in cost is far in excess of 1 percent of subject salary.

Did your conference make any attempt to estimate how high such
an increase in cost might go?
Mr. SrrH.
Senator Bennett, we have not made a study with regard to that. When we talk of the increase over and above the 1 percent, of course, we are thinking about the cost which will be borne by
the State and local governmental bodies under local systems. If the
agq is lowered there will be pressures to bring about the lowering of
the age in the local system.
We think that the cost, the 1 percent provided in H. R. 7225, is not
all the cost to the taxpayer since we are going to have to do something back at the local level.
We have not made a study, sir, with respect to what that cost would
be, but I am sure it would be quite considerable.
Senator BENNETT. Wouldn't it also have a tendency to increase the
cost to the employer and the employee in private systems if the age
was lowered there as a result of the pressure of the age lowering in the
OASI?
Mr. SMITH. Yes, sir; I would think so. But we were merely directing our remarks here to the governmental groups. 1 think itwould
have the same effect with other employers.
p
Senator BENNETT. Do you know of any agency that has made such
a study?
Mr. SMITH. No, sir; I do not.
Senator BENNETT. So that it would be available to this committee?
Mr. SMITH. No, sir; I do not.

Senator

BENNETT.

That is all, Mr. Chairman.

Senator KERR. Mr. Smith, you say that there are approximately
4 million governmental employees of the States and local agencies
of governmentMr. SmITH. Yes, sir, that is the figure which wouldSenator KERR (continuing). Now covered?
Mr. SMITH. No, sir; there are not 41/ million covered. I would say
million.
approximately 1

)
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There are restrictions, as you know, which have kept out of the
OASI coverage certain groups.
Senator KERR. I thought you said the membership of the conference
is composed of State personnel responsible for administering the coverage provisions of the old-age and survivors insurance program as it
relates to approximately 41/2 million governmental employees?
Mr. SMITH. Senator Kerr, I did not mean to infer that 41/2 million
were covered. We are responsible, however, for the administration
of the coverage provisions.
Senator KERR. Would it relate to anybody that it did not cover?
Mr. SMITH. It would relate to those who may take action to come
under and I would say, sir, our responsibility may relate to those not
covered.
Senator KERR. But as of now there is about a million and a half?
Mr. SMITH. A million and a half under the coverage; yes, sir.
Senator KERR. Now, over here you say:
If it is not possible at this time to remove all of the governmental coverage
restrictions of the Social Security Act, we desire that you at least make it
possible for all groups, including policemen and firemen, to participate in the
OASI program.
In order to allow State and local governmental employees now barred by a
combination of State constitutional and/or financial limitations to obtain OASI
coverage * * *

and so forth.
How could we amend the act so as to take in governmental employees
now barred by State constitutional provisions?
Mr. SMITH. It is our belief, sir, you should permit a governmental
unit to establish a new retirement system-and members in the then
existing system should not be required to move over into the new
system. New employees would be under the new system. The old
system membership may remain in the old system, thus vested rights
would be fully protected. We should have a reasonable period of
time for those who are in the old system to determine whether or not
they desire to move into the new system.
That has the effect, sir, of a referendum in that you take nothing
away from them. You merely give them the right to move over if
they so desire.
'Senator KERR. Well, if the 'State constitutional provision bars a
State employee, or group of State employees, from participation in
this program, do you think that Congress could pass a law which
would set that constitutional provision aside?
Mr. SMITH. Senator Kerr, when we are thinking about the constitutional limitations, we do not mean that the State constitutions
say you are barred from social-security coverage, but there are provisions in some constitutions with respect to vested rights under local
systems.
Senator KERR. You understand, I am not trying to argue with
you. I am just trying to understand what it is you seek.
Senator (4EORGE. What you mean is that the State has not set up
a bar against them coming into the stem ?
Mr. SMITH. That is correct, sir.

Senator GEORGE. But that, under the existing system, they have
acquired certain vested interests and the State, therefore, cannot
put them in, force them in?
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Yes, sir; that is correct.
Senator GEORGE. We thought we had covered that at one time.
We have learned, of course, that the agency does not think so. And
what you want to make possible is that the new system may be set
up, into which new employees will go, and the local governing body,
the Sate, let us say, in the case of State employees, may also include
members of the existing retirement system; but having no authority
to force those who have a vested right to give up their rights and.
go in, yet may make it possible for the State to set up the new system
with such of those present employees who elect to go in anyway?
Mr. SMITH. Yes, sir; that is correct. In other words, we are
thinking in terms of protecting the vested rights of those who are
covered under a retirement system. And I think, certainly, a procedure like this would accomplish that.
Senator KERR. I take it your recommendation is at least twofold:
No. 1, that if the age of retirement for women beneficiaries and new
benefits to disabled beneficiaries and so forth are to be put into the
act, you think that the State should have a considerably longer period
of time than now available to them in which to elect to take advantage
of that with reference to those employees of theirs who are now covered or may hereafter be covered. That is No. 1.
Mr. SMITH. Senator, one problem is in connection with the financing of the governmental units. As you know, some legislatures meet
in odd years and some in even. and if you should decide that now
Mr. SMITH.

is the time to make the change, say effective January 1, 1957, it would

place some of us in a rather awkward position because our budgets
are approved using the existing contribution rate.
Senator KERR. I understood you to say that, and I was trying to
clarify your recommendations, at least in my thinking. And I gathered that you are recommending that the effective date of such enactment must be set far enough in the future so that each State legislature
has the opportunity to make the necessary budget operation.
Mr. SMITH. Yes, sir.

Senator KERR. That is the first one of your recommendations.
Mr. SMITH. I think you might say the first recommendation, Senator Kerr, is that we think we should have a study of the program. We
think that possibly moving out at this time is a little bit too quick;
that we ought to have more time for study. Then if it determined that
there should be some changes, as I am sure there will be, then of course,
we would like to have the effective date of that extended far enough
ahead, so that it would not work any hardship on any of the governmental units.
Senator KERR. Then I take it, as I understand it, your second recommendation or another recommendation, is that amendment be made
which -would enable groups of State or local governmental employees
not now covered to become eligible for coverage.
Mr. SMITH. One group in particular, sir, the policemen and firemen,
who as you know, now do you have the right to a referendum. And
we have a great number of States, members of our conference where
there is agitation among the policemen and firemen at the local level,
interested in having an opportunity at least to express whether or not
they desire coverage.
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Senator KERR. Let me read what you said and see if it is not what
I understood it to be. On page 3, the second paragraph:
If it is not possible at this time to remove all of the governmental coverage
restrictions of the Social Security Act, we desire that you at least make It possible for all groups, including policemen and firemen, to participate in the OASI
program.

I take it from that that you are asking us to amend this law sotthat
all or any group of State or local governmental employees not now
participating and not now eligible to participate may have the right
to come under it?
Mr. SMITH. Yes, sir.
Senator KERR. Including firemen and policemen ?
Mr. SMITH. Yes, sir. We are merely emphasizing the firemen and

policemen because of their present exclusion under the referendum
provision.
Really, I think I should say, sir, that we are primarily interested in
having no restrictions at all placed upon the governing bodies at the
State or local level. We feel that the referendum is not necessary.
We have had sufficient experience where action has been taken to prove
the vested rights of individuals will be protected-and we feel that
the legislative bodies who provide the local employee a retirement system should not have any restrictions placed upon them. We think
that they should be able to do whatever they desire to do.
And I think, being practical about the matter, that you will find
that as in Virginia, few, if any, local governmental units would take
away the vested rights of individuals. I think they would certainly
guarantee vested rights.
Senator KERR. What restrictions have we placed on local governmental units?
Mr. SMITH. The restrictions, sir, with respect to those who are in
positions covered under a retirement system is that before a governing
ody can take action a referendum of the membership of the retirement system must be held, and at least a majority of the members, not
a majority of those voting, must vote in favor.
Senator KERR. Do you know how that happened to be in the law?
Mr. SMITH. There were pressures, sir, I am sure. I happened to
appear before the House Ways and Means Committee opposing a
referendum. I think you will find the National Education Association
was very much interested in the present procedure. You will find also,
I believe, the policemen and firemen representatives were not interested in the referendum, they were interested in not being covered.
Senator KERR. They were interested in not being forced into it,
weren't they?
Mr. SMITH. That is right, sir.
Senator KERR. Aren't you aware of the fact that not only the people
covered, but the governmental agencies providing and administering
those programs, requested that they not be compelled to do this?
Mr. SMITH. Sir, I appeared before the House Ways and Means
Committee and urged about what I have stated here, that we felt that
there should be no restrictions.
Senator KERR. You were not the only witness that appearedttherel.
Mr. SMITH. No, sir, I realize that. I was only one witness. But the
position which we are taking now is the same position that we took
when this bill was before the Congress.
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Senator KERR. As one member of this committee, I do not regard
that as a restriction. I regard that as just the opposite of a restriction.
Mr. Smrrii. I would say, sir, that it is somewhat of a restriction because the governing body cannot bring under coverage any group,
under a retirement system, and it only applies to those under a retirement system, until the group has, by referendum, approved. To that
extent, I think it is a restriction.
Senator KERR. You regard then as a restriction a provision that
makes a group eligible if they want to come in, but which fixes it so
that they cannot be compelled to come in unless they do want to come
in; do you regard that as a restriction?
Mr. Smiu. Not as a restriction as to the individuals, no, sir. I am

thinking in terms of the restriction with respect to the legislative
bodies, because they do not have the right to bring in anyone under
a retirement system, until the employees in those positions take action
in favor of coming in.
Senator KERR. Then you think we ought to amend this law so that
any local governmental administrative group or legislative body of
a State can compel its members, although they have got vested rights in
a program in which they have been participating many years, whether
they want to do so or not. That is what you are recommending?
Mr. S TH. I do not recommend that the vested rights be overlooked, sir, and I think local governing bodies will protect them.
Senator KERR. But you are recommending, though, that as far as
we are concerned, we fix it so that the local governing body can be
the sole judge to what degree they protect the vested rights?
Mr. SmrrIa. I think so. We can rely on our local governing bodies
to take care of the vested rights of those members.
Senator KERR. Don't you think we can rely on the members of
those organizations protecting their rights too?
Mr. S iTH. I think, after all, it is really up to the governing body

who first gave them their retirement system to be able to take whatever
action they deem appropriate.
Senator KFRR. They are paying for that in accordance with their
contracts, aren't they ?
Mr. Sm rH. Yes, sir, they are.
Senator KERx. Well, don't you think they have just as much right
to see about protecting those contracts as the governing bodies have?
Mr. SmiTc.

I think they have certainly an interest.

But I think

you can rely, sir, on your governing body. And the experience which
we have had under this program is evidence enough that you have
nothing to worry about.
Senator KERR. Don't you have it fixed so that to the extent that
you can rely on them they are effective? We have it fixed so that
those people can come in if the administrative body wants to and the
people are willing to.
Mr. STrm. But the members of a retirement system must act before the administrative body can cover them.
Senator KR. Why do you say before? Isn't itMr. S rrH. Because we are only thinking in terms of a retirement

system coverage group.
Si'nwtor KERR. Who would initiate the referendum?
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Mr. SMTrn. The referendum, in the first place, would probably. be
initiated by the membership of the retirement system through a director or someone else.
Senator KERR. Couldn't it be initiated by the administrator of the
governing body?
Mr. S3rryt. It certainly could if the governing body desired.
Senator KERR. All right.
Senator BARKLEY. Let me ask you this question: If your idea is
carried out here and it is left to the governing bodies in the digerent
States and local communities, wouldn't you have a spotty situation
where some within the same category would be in and others would
not be in?
Mr. SMITH. That is true, sir.
Senator BARKLEY. Is that wise? Ought not this system to cover
,everybody who is eligible within certain categories regardless of
where they live, as to make a uniform system and not have it in one
State covering them and in -another State not covering them, and
so on?
Mr. SIrrH. As to coverage, sir, I can speak, of course, for Virginia
where we have practically 100-percent coverage. A great many of
the other States have close to 100-percent coverage.
I think you can rely on local governing bodies to do the right thing,
and as far as the coverage goes, I think you will get pretty much
100 percent.
Senator BARKLEY. Assuming we can rely on governing bodieswhen you say governing bodies, I do not 'know who you take into
accountMr. S.1ITH. Your State legislature and other local units.
Senator BARKLEY. State legislature or some conunissions started in
the State. But regardless of the fact that you might rely on governmental bodies to do the right thing, you do create a situation where,
theoretically at least, half of the States would be in and half of them
out, or a fourth of them in and three-fourths out, and vice versa.
Mr. SMITI. Sir, the act at the present time, even with the referendum provisions, cannot force any State to enter an agreement
Senator BARKLEY. I understand that. But the question is, whether
we want to extend or broaden that situation, where you have some in
and some out.
Mr. SMITH. I would like to say, sir, in further reference to our statement, we merely desire to reiterate the position which we previously
took. And as you will note, we state that if it is not possible at tis
time to remove all of the governmental coverage restrictions then we
think that something should be done so that new retirement systems
can be established-and, of course, it would mean the protecting of
vested rights of those under the old retirement system and setting up a
new one as to all new employees. Then those who were members of
the old system would have a reasonable period of time to move-from
the old system to the new system if they so choose.
Senator BARKLEY. The old system ad new system. Are you referring to the National Social Security Act or some stateMr. S-rlnH. I am talking about the local retirement system, either
State or local.
Senator BARKLEY. Under your idea, those who are employed in the
St ,ategovernment and are now covered by some sort of local retirement
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pension system would still remain in that, although they may come in
under this? They wouldn't surrender their rights under the State
because they have, assumed an obligation or benefit under the national
system?
Mr. SMITH. Well, there are, as pointed out, some financial limitation
in the case of many local systems. Where the local system is rather
costly, by adding on in addition OASI coverage, the cost is practically
prohibitive.
It is usually necessary to make some adjustment in the local system
where OASI coverage is provided. It is not always done, but as a
usual thing, that is the pattern.
Senator BARKLEY. Now, what kind of financial adjustment. Do
you mean they are relieved from paying into the local authorities
when they come in under the national system?
Mr. Sxtr.
Sir, in most cases there is an adjustment in cost, to the
individual member and to the State., with respect to the local system.
You take into account the cost under social security since usually social
security is provided as the base or floor retirement, and the local
systems is supplementary and cost is adjusted both to the employee and
State.
Senator BARKLEY. The adjustment then is in the local system. You
cannot make any adjustment under the national system?
Mr. SmiTH. That is right.
Senator BARKLEY. So any adjustment required would have to be
made locally?
Mr. S IrH. That is correct, sir.
Senator KERR. Senator Martin.
Senator MARTiN. The referendum under the present law requires
a two-thirds majority, doesn't it, rather than a majority?
Mr. SMITH. Senator Martin, the present referendum provision requires that a majority of the membership vote favorably, not twothirds. The two-thirds was proposed, but the law as enacted requires
a majority only of those who are members.
Senator MARTIN. A great number of systems that are maintained
by the States are now actuarily sound; isn't that true?
Mr. SMrrH. A great number; yes, sir. Most of them.

Senator
Senator

MARTIN. That
CARmSON. Mr.

was my understanding.
Chairman, I just want to comment that

M11r. Smith has touched on a point that we have had some observations on in Kansas. We have had for years a Kansas State teachers'
retirement system, and a few years ago they decided, at least some
of them, that they wanted to secure coverage under the OASI. And
while the legislature was very much in favor of doing it, it had to
be submitted to a referendum, and it was only after considerable
campaigning, I think, the teachers approved going under OASI.
But that is one of the problems you have been mentioning here
this morning as to that coverage.
Mr. SmITH. Yes, sir.
Senator MARTIN. The initial referendum, is it a majority of all in
the system or just a majority of those voting?
Mr. SxITH. A majority of the membership, those in the system,
,not a majority of those voting.
Senator MARTIN. I see.
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Senator BARHLEY. Thank you very much, sir.
Mr. Marshall.
STATEMENT OF A. D. MARSHALL, CHAIRMAN, COMMITTEE ORJ
ECONOMIC SECURITY, CHAMBER OF COMMERCE OF THE UNITED
STATES, ACCOMPANIED BY KARL T. SCHLOTTERBECK, ECONO.
MIST, ECONOMIC RESEARCH DEPARTMENT, CHAMBER OF COM.
MERCE OF THE UNITED STATES
Mr. MARSHALL. Gentlemen, my name is A. D. Marshall. I am a
vice president of the General Dynamics Corp., and I am appearing
today for the Chamber of Commerce of the United States.
This is a federation of 3,200 organizations, with an underlying
membership of 1,700,000. I am also a member of the United States
chamber's board of directors and chairman of its committee on economic security.
You have in front of you copies of the testimony which I commend
to you. I would like it inserted in the record and that I be permitted
to summarize it by the use of these charts which indicate the main
points.
Senator BARKLEY. That will be allowed.
(The prepared statement and accompanying charts of Mr. A. D.
Marshall follow:)
STATEMENT OF A. D. MARSHALL, CHAIRMAN, COMMITTEE ON ECONOMIC SECUTl
OF THE CHAMBER OF COMMERCE OF THE UNITED STATES
My name is A. D. Marshall. I am a vice president of the General Dynamics
Corp., and I am appearing today for the Chamber of Commerce of the United
States. This is a federation of 3,200 organizations, with an underlying membership of 1,700,000. I am also a member of the United States chamber's board of
directors and chairman of its committee on economic security.
We greatly appreciate this opportunity to testify in public hearings on the
bill, H. R. 7225. Your committee is to be congratulated on holding the first full
and extensive public hearings on this bill. Its provision, if enacted, would have
far-reaching effects on the well-being of our economy and on the long-run soundness of social security.
The bill provides for five changes in the existing law, namely:
1. Extension of coverage to several small groups of jobs, aggregating in the
neighborhood of 250,000.
2. Reduction of the age from 65 to 62 at which women can get social security
benefits.
3. The payment of primary social security benefits to covered workers at age
50 and over who are found to be totally and permanently disabled.
4. Continuation of benefits to dependent or surviving children beyond the age
of 18 if they are found to be totally and permanently disabled at that age.
5. An increase in the scheduled taxes provided in the law of one-half percentage
point on both employee and employer, and three-quarters of a percent on selfemployed. The projected tax schedule would immediately rise from 2 percent to
2% percent on employees and on employers, and reach 4' percent on each in
1975. The rates on self-employed would continue to be 50 percent greater than
those for employees.
I would like to discuss the more important of these proposals.
EXTENSION OF COVERAGE
The bill provides for extension of coverage to roughly 250,000 jobs. It would
cover1. Self-employed professionals, including lawyers, dentists, osteopaths, etc.,
but excluding physicians.
2. Agricultural workers engaged in the production of turpentine and gun
naval stores.
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3. Certain employees of the Tennessee Valley Authority and the Federal
Home Loan Bank.
The United States Chamber of Commerce, as early as 1944, recommended that
coverage be extended to all persons who work. We would like to call to your
attention the fact that people employed by the National Government under separate retirement programs still have not been covered by the social security program-nor have those under railroad retirement. We understand that a bill
passed by the House, H. R. 7089, coordinating military retirement arrangements
with social security will be considered by your committee. Without going into
the details of the bill at the present time, I would like to say that we favor this
proposal in principle.
We also urge similar coordination of the National Government's civil service
retirement program with OASI. A bill, S. 3041, embodying this proposal is
now under consideration by the Senate Post Office and Civil Service Committee.
Such extension of coverage would provide protection for the substantial numbers
of workers who leave civil service employment or the military forces and return
to private jobs. This shift from uncovered employment to social security involves
a considerable period when workers have no survivor protection for their families and dependents in the event of their early death.
The long-run soundness and success of this program will be enhanced if
coverage is universal, or virtually so. Mr. Robert J. Myers, Chief Actuary for
Social Security, testified to this effect before your committee on January 25.
Congress designated OASI to protect the American society-our free social,
political, and economic institutions-by providing a floor of protection to persons who, because of old age, can no longer support themselves by working and
to their dependents, and to survivors of deceased workers. All workers should
be supporting this program of benefits to those who have suffered income loss
arising out of the causes indicated. It seems anomalous for Congress to cover
all employees of private industry on a compulsory basis-whether or not the
workers bad a private retirement plan-and after 20 years of social security, still
have failed to extend similar treatment on the same terms to the civil service
employees of the Central Government. We find no logical basis for discrimination in OASI requirements on coverage, payment of taxes and benefit eligibility.
AGE REDUCTION FOE WOMEN
The bill proposes to lower from 65 to 62 the age at which women can get social
security benefits. This would apply to all women-eligible for benefits on the
basis of their own work record, or on any of the other bases. This proposal
raises several important questions:
1. Is the purpose of this age reduction consistent with the purpose of old-age
benefits?
2. Is there any evidence to support the two major arguments for this change?
3. Will this reduction inevitably lead to further reductions in age requirements in OASI?
4. Would this reduction in age requirement be in line with developments in
private retirement plans during the past few years?
5. Would any age reduction promote the long-run well-being of the country?
6. Would age reduction affect other governmental programs?
7. How would age reduction affect costs?
I would like to comment on each of these questions in order.
1. Is the purpose of this age reduction consistent with the purpose of old-age
benefits?
In announcing committee consideration of the bill, a press release from the
Ways and Means Committee office stated that the "proposal to lower the age for
women beneficiaries from 65 to 62 will meet the realistic problems faced by
women beneficiaries as well as insured workers upon whose wage record their
benefits may be based. The average age differential between a husband and a
wife when a husband is aged 65 is 4 years with the wife being the younger.
The average age at which [male] workers are presently retiring under the oldage and survivors insurance program is 69. This indicates a definite correlation
between the average retirement age of a worker and a husband-wife age differential. Lowering the age for women beneficiaries, and particularly for wives, to
age 62 will close this differential and make it possible, in many instances, for
a worker to retire earlier than workers are now retiring, because the payment
of a wife's benefit at age 62 will mean a more adequate level of retirement
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The purpose of this proposal is clear-to enable
(Italics supplied.)
income."'
men to retire earlier than they are now doing.
Heretofore, there has been general agreement that the purpose of old-age
benefits is to provide a "floor of protection" to be avalaible without a means test
to workers who, because of old age, are no longer able to support themselves by
working. In order to have an objective criterion, Congress established age 65
as the lowest age at which men could retire as being unable to work and support
themselves. Experience, however, has shown that a large majority of men do
not collect benefits at that age because they are able to continue working.for
several years beyond 65. The age at which men have claimed primary social
security benefits in recent times has averaged between 68 and 69 years.
Thus, it is seen that the purpose of this proposal is inconsistent with and would
change the basic purpose of primary old-age benefits. Instead of urging men to
work and support themselves as long as possible, this proposal, if enacted, would
encourage men to retire at 65 whether able to work longer or not.
2. Is there any evideu ce to support the two major arguments for this age
reduction?
The first major argument is that lowering to 62 the age at which women can
get benefits will, because of the typical age differential between wife and husband,
enable many men to retire at 6.5--or at least earlier than many are now doing.
With dependent wives not entitled to their half benefits until reaching age 65, it
is contended that many men cannot afford to retire until both can get benefits
A recent study by Mr. Robert J. Myers, Chief Actuary of the Social Security
Administration, provides no support for this argument. As a result of.this
analysis of the most recent experience of Social Security, )iyern. concluded that
only "2 percent of all workers who retired [in 1953] apparently had deferred their
retirement until the wife reached age 65. For the remaining 98 percent of the
cases, the receipt of benefits by the wife had no effect." ' In other words, attainment of age 65 by the wife was not a consideration in the decisions to retire for
98 percent of all men claiming primary benefit in 19)53.
The second major argument: "In the case of employed women who are eligible
for old age and survivors insurance benefits on their own wage records, the
present retirement age of 65 creates a hardship in many instances. It is much
more difficult for a woman worker in her sixties to secure employment than it is
for a younger women."' I
We have found no evidence to support the second argument. The only available data bearing on this point raise doubts as to whether it has any validity.
Certainly the data show that, to the extent this situation may exist it is not a large
compelling national problem.
The only pertinent data are those released by the Bureau of the Census on
employment and unemployment of the labor force. The figures show, for example,
that in 1954 the number of women age 60-64 in the labor force averaged 890,000
and the unemployed 29,000. In 1955, the number of women in this age group in
the labor force averaged 983,000 and again unemployment averaged only 29,000.
The fact that unemployment averaged not more than 29,000 in each of these 2
years Clearly indicates that there is not a large compelling national problem
here involved. It should be noted that these figures are for the 5-year age group,
60-64, and not for the smaller group under consideration in the bill of ages 62-04.'
If substantial numbers of women in this age group who were laid off had found
it difficult to obtain new jobs, it would seem logical to expect a higher unemployment rate than for all women in the labor force. However, we find that the
unemployment rate for this age group was 3.3 percent as compared with 5.4
percent for all women in 1954, and 3 percent as compared with 4.4 percent
in 1955.
3. Will this reduction inevitably lead to further (edul.tiunsin age requirements
in OASI?
Lowering the age to 62 at which women can get social-security benefits would
be but a first step. Possibly the next step is to lower the age to 60. This
I See statement to the press by the chairman of the Committee on Ways and Means, June
17, 1955.n
See U. S. Department of Health, Education, and, Welfare, Social Security Bulletin,
December 1955, pp. 25-32.
See statement to the press by the chairman of the Committee on Ways and Means, Jun
17, 1955.

4For underlying data, see U. S. Department of Commerce, Bureau of the Census, Annual
Report of the Labor Force, 1954 (series P-50, No. 59),; and the Monthly Report on the
Labor Force (series P-57, Nos. 151-162).
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has been advocated for several years by a few national organizations, such as
labor and the American Public Welfare Association.
In considering any age reduction iii OASI, attention should be given to the
probable impact on old-age assistance. It seems to us impossible that Congress
could long maintain one definition of "old age" in OASI and another in old-age
assistance. And if assistance is to be given to a woman in need at 60, why not
to a man at the same age? Could any age discrimination between the sexes
be long continued in old-age assistance?
The chain of events might well be an age reduction for women in OASI followed by the same change in OAA, with equal treatment for men. But could
Congress long require that men would not be eligible for primary social-security
benefits until reaching 65, while providing eligibility at age 60 for women? Elimination of any age discrimination in old-age and survivors insurance benefits would
then seem inevitable.
4. Would this reduction in the age requirement be in line with recent developments
in private retirement plans?
When social security was established in 1935, age 65 was selected because
it was the most prevalent retirement age in existing private retirement plans.
It is true that, at that time, many of them had lower retirement ages for women.
However, for one reason or another, private business organizations have been
adjusting retirement ages upward, particularly for women. For example, just
recently the Mutual Benefit Life Insurance Co., of Newark, N. J., announced
that it had raised the mandatory retirement age for all its employees from 65 to
68. The Royster Guano Co., in Virginia, recently raised the mandatory retirement age for women employees from 65 to 67. Four years ago, the Vermont
Marble Co. raised its mandatory retirement age for all workers, including men
out in the quarries, from 65 to 70.
Towers, Perrin, Forster & Crosby, Inc., a large well-known consulting firm on
industrial pensions, listed for us more than 20 large companies that had raised
the mandatory retirement age for women employees to 65 within the last few
years.' The General Electric Co. has also recently raised the retirement age for
women from 60 to 65 for all its plants throughout the country.
A recent study by the National Industrial Conference Board gives a picture
of the prevalence of 65 as the retirement age for women. This sample survey
of 327 companies showed that6 83 percent, or 271 companies, had a retirement age.
of 65 for both men and women.
One of the major factors in this recent widespread raising of the retirement
age for women has doubtless been the retirement age provision in social security. Since virtually all private retirement plans have now been geared to OASI,
any reduction in the retirement age for women would likely give rise to demands
for similar changes in the private plans.
A reduction in the retirement age for women will be especially significant
to any company operating in Massachusetts. This is because the State fair employment practices law provides that retirement age is one of the factors
in which there must not be discrimination. If a company with a private plan
operating in Massachusetts lowers the retirement age for women to 62, it will
be engaging in a discriminatory practice unless it lowers it for men also. If
companies, such as General Electric, with plants in Massachusetts and elsewhere throughout the country follow the lead of social security and lower the
age for women employees, they will have to do the same for men, not only in
Massachusetts but for all plants wherever situated.
Since most private plans have been geared to OASI, any reduction in the.
social-security retirement age will serve to discourage these constructive efforts
of private industry toward keeping workers in productive occupations in the
later years of life while still in good health and able to work. With our universal desire for ever improving the scale of living for all, should the National
Government put a premium on reducing employment opportunities for our most
experienced workers? Or shortening the workspan of our citizens?
6These Included: American Mutual Liability Insurance Co., Bankers Trust Co., BristolMyers Co., Chicago Title & Trust Co., Cincinnati Gas & Electric Co., Eastman Kodak Co.,
The eeht Co., Monsanto Chemical Co., National Dairy Products Corp., Pacific Gas & Electric
Co., California Packing Corp., Philadelphia Saving Fund Society, Phillips Petroleum Co.,
The Prudential Insurance Company of America, Vick Chemical Co., The Chase Manhattan
Bank, Chesebrough-Pond's, Inc., Standard Oil Co. (Indiana), Standard Oil Co. (Ohio),
St. Regi Paper Co.'
6 See National Industrial ConferenceBoard, Retirement of Employees, Studies in Personnel
Policy, No. 148, p. 9r.
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5. Would any age reduction promote the long-run well-being of the country?
Economic security for everyone rests upon production. The more that the
existing labor force can produce, the better off will be the entire population.
Furthermore, our national security rests upon expanding total production.
A very significant factor bearing on overall economic security and total production is the relation of that portion of our population which is in the productive age groups as compared with that portion in the age groups which by
and large are not productive. Between 1950 and 1965 there will be a significant
shift in the distribution of the population between the productive and the nonproductive groups. A rough measure of this shift is provided by regarding all
those under the age of 20 and those 65 and over as being in the unproductive
age groups, and those in the group 20 to 65 as in the productive category of our
population. Census data for 1950 show that 42 out of 100 in our total population
were in the unproductive age groups. By 1955, the unproductive portion had
risen to 45 out of 100. By 1965, 48 out of 100 will be in the unproductive age
groups. If the retirement age under social security should be lowered by 1965
to age 60 for both men and women-and this seems to us the inevitable consequence of the proposal now before this committee-52 out of 100 of the population will be in the unproductive category.
Thus, in the short span of 15 years-from 1950 to 1965-the picture will
change materially. In 1950 there were about 14 persons producing enough for
themselves and for 10 unproductive people. This may be contrasted with what
may develop by 1965 with only 9 productive persons producing enough for themselves and 10 unproductive persons-a decrease of one-third in this ratio., We
do not believe that any legislation accentuating the adverse trend already underway would promote the long-run well-being of the country.
6. Would age reduction adversely affect other Government programs?
Reduction in the retirement age in social security will probably initiate reactions on other governmental functions and programs, both at the Federal and
State levels. A lower retirement age for women will represent a new definition
of old age. Whether that new definition is 62 or 60, coul1 Congress maintain
one definition in OASI of old age and another in old-age assistance? As we
indicated above, it seem likely that the eligibility age in old-age assistance and
OASI would have to be identical. The cost to State governments and to the
Federal Government would consequently be increased.
Federal and State income-tax laws would also be affected. Under the Federal
income-tax law, persons 65 and over are allowed double deductions in determining their income taxes. Presumably this double deduction is a recognition
of having reached the age of retirement. Could Congress long contend that
people at age 62 or 60 had reached retirement age under social security but could
not get double deductions under the income-tax law until age 65? Of the 31
States with individual income taxes, 11 would be in the same predicament.
Congress and the legislatures in these 11 States would immediately be faced
with the problem of raising more tax money, say, through higher tax rates or by
finding other tax sources.
7. How would age reduction affect costs?
Lowering the retirement age for women, or for both men and women, involves very substantial cost increases. According to the House Ways and Means
report, reducing the retirement age to 62 for women would involve costs (measured by the "level-premium" figures) by 0.56 percent of payroll.- Other data
from the Social Security Administration show that lowering the age for women
to 60 would raise the "level premium" costs by about 1.0 percent of payroll,
and lowering the age to 60 for both men and women by 2.25 percent of payroll.,
In following the lead of social security, private pension costs for employers
would inevitably be substantially higher. The increase in annual contributions
for private programs with the retirement age reduced from 65 to 60 would of
course vary from company to company, depending on several factors. However,
according to actuaries, it would not be unusual to find that their annual costs
7 For population data see Statistical Abstract, 1954 ; and U. S. Department of Commerce,
Bureau of the Census Revised Projections of the Population of the United States, by Age
and Sex; 1960 to 1976. series P-25, No. 123 (Oct. 20 1955).
' At the end of the legislative year 1955, the States giving additional deductions for Inconetax purposes Included: Colorado, Delaware, Georgia, Kansas, Kentucky, Maryland, Minnesota. North Dakota, Oregon, Vermont, and Virginia.
'
' See 84th Cong., let sees., H. Rept. No. 1189, Social Security Amendments of 1955, p. 21.
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had been raised by at least 50 percent. For the most part, these cost increases
would be passed along to the consumers through higher prices.
Old-age assistance would also be more costly in every State, requiring more
taxes at both the State and Federal levels. As for the impact of age reduction
on Federal and State income taxes, it would involve shifting more of the tax
burden on those in the productive age groups.
Conclusion
The National Chamber is opposed to any reduction in the age requirement in
social security. The proposal to lower the age from 65 to 62 for women subtly
introduces an entirely new purpose for the old-age-benefit program-that is, to
enable or even encourage men to retire while they are still able to work and
support themselves.
Any change in the Federal definition of "old age" in social security would
doubtless have to be followed by similar and costly changes in other governmental programs such as old-age assistance and income-tax laws. Any lowering
of the OASI retirement age runs counter to the trend in private retirement
plans, and because of the coordination between them and OASI, would strongly
influence private companies to retrace their steps of recent years-steps which
we believe are basically constructive.
In view of the existing trend toward a progressively adverse relationship
between the productive and unproductive segments of the population, this proposal would enhance neither our economic security nor our national security.
For the foreseeable future, age reduction is not in the long-run interest of our
country. Moreover, age reduction would not only increase social security costs,
but also because of its indirect effect on other governmental programs, would
also increase costs for old-age assistance and place a heavier tax burden on
the productive segment of the population. In our judgment, this proposal is a
thoroughly unsound one and not in the interest of all the people of this country.
DISABILITY BENEFITS

This bill would establish an entirely new type of benefit-monthly benefits
as a matter of right beginning at age 50 to those who at that age or earlier
are found to have a total and permanent disability.
The proposal to pay disability benefits is not a new one. It was carefully
considered and-we believe, wisely-rejected by the Senate Finance Committee
in 1950. At that time this committee established a new Federal-State grantin-aid program, aid to the permanently and totally disabled, to provide for disabled persons in need.
From the point of view of the existing social security program of benefits to
aged persons, to their dependents and to survivors, the disability proposal in
the bill gives rise to several important questions:
1. What is the size of the disability problem?
2. What is now being done for disabled workers?
3. Is a monthly cash benefit the constructive approach?
4. Will disability cash benefits at 50 lead inevitably to other changes in social
security?
5. How much would disability benefits cost?
I would like to take up each of these in turn.
1. What is the size of the disabilityproblem?
In 1949 and 1950 the Bureau of the Census conducted two investigations to
determine the extent of disability in the United States. These two sample
surveys were confined to that part of the population aged 14 to 65, and for the
most part excluded those disabled persons in public or private institutions for
tuberculosis and mental illnesses.
The results of these two studies do not provide any reliable satisfactory information on the extent of total and permanent disabiliy in this country. This is
because the survey involved a statement either by the purportedly disabled person
or by another adult in the household to the effect that the individual on the day
of the enumeration was "unable to do his regular work or perform other duties
because of disease or injury * * *" 10 The lack of any medical or psychiatric
examination and determination of disability renders the results of these two
studies of little utility. Moreover, the absence of any information with respect
10See the Social Security Bulletin, November 1950, p. S.
73192-56--pt. 2-
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to the institutional population, the prior labor force attachment of these persons,
and the numbers of labor force age leave a substantial gap in the overall informs.
tion about the extent of disability. In addition, these two studies throw no light
on the character of the disability problem. We do not know how many can be
rehabilitated.
While there is no question that a problem of disability does exist, the avail.
able information is inadequate to show the size and character. A thorough
census-type survey of disability should be completed before permanent legisla.
tion, if needed, is adopted. Not only should the extent and character of disability
be ascertained, but also many other factors, such as duration, need of the individual, probability of rehabilitation, and age.
2. What is now being done for disabled workers?
Much is now being done for persons suffering various kinds of disability.
There are, of course, the public and private institutions for persons suffering
mental illnesses and tuberculosis.
The public assistance program, aid to the permanently and totally disabled,
is providing for approximately 240,000 disabled persons in need. According to
Mr. Wilbur J.Cohen, formerly Director of the Division of Research and Statistics
of the Social Security Administration, these programs are operating successfully
and efficiently in the District of Columbia, Hawaii, Puerto Rico, the Virgin
Islands, and in the 41 States where they have been established."
The Federal-State grant-in-aid program of vocational rehabilitation operates
in all 48 States. In the fiscal year 1955 they served roughly 209,000 persons and
completed rehabilitation of 58,000. As you know, the services and facilities of
this program are available to all disabled persons regardless of need. Resources
are taken into account, however, but a disabled person does not have to reach
a pauper condition before he can obtain physical and vocational rehabilitation
services.
The potentialities of rehabilitation constitute an area which is just now being
developed. The 1952 report of the Task Force on the Handicapped" states:
"* * * We are now in a position to do more to overcome the handicapping effects
of disability than at any time in our history. We are now on the threshold of a
period in which well-wishing can be translated into dynamic and constructive
work for vast numbers of impaired people-if we choose to do it * * *
"During the past 10 years, there have been developments in the several fields
relating to disability which have radically broadened the extent to which handicapped persons may be restored to activity and gainful employment * * * they
have already made it possible for thousands of disabled men and women who, 10
years ago, would have been considered hopelessly impaired, to resume active
lives and to enter the labor force as self-supporting citizens."
3. Is a monthly cash benefit the constructive approach?
Experience shows that disabled persons with an assured monthly income
remain disabled for a much longer period than others without monthly benefits.
In the hearings before this committee in 1950, Mr. John H. Miller, vice president and actuary of the Monarch Life Insurance Co. and one of the outstanding
experts in this field, testified that this had been the experience of private insurance companies. Referring to experience of the Prudential Life Insurance
Co. for the years 1946 through 1948 with 3 types of policies, he observed that a
much higher percentage of beneficiaries under policies paying monthly benefits
remained disabled for a long time as compared with those under policies merely
waiving premiums or waiving premiums for a year and paying the full insurance amount in quarterly benefits over a 10-year period. Mr. Miller concluded:
"* * * payments under the waiver and installment benefits represent actual
disability while the experience under the income benefit includes payments to
those individuals who but for the incentive of a disability income might have
become reestablished as productive members of society.
"I do not mean to state or imply that the difference is accounted for by
deliberate malingerers who have deluded the insurance company. Rather, I
believe they have deluded themselves. No doubt many have deluded their physicians as well. There is little argument today over the proposition that the
mental attitude and emotions of an individual have a profound effect on his
11See U. S.Department of Health, Education, and Welfare, Social Security Administration,
Division of Research and Statistics, note No. 6, Jan. 13, 1956.
11See Office of Defense Mobilization Manpower Policy Committee, Report of the Tsk
Force on the Handicapped (1952), p. 14.
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physical well-being. These apparent malingerers are, for the most part, really
disabled according to any practical criterion of disability, but would not have
been if there had been no disability income to rely upon." 'a
In his testimony before this committee on February 14, 1956, Mr. Miller presented
additional evidence illustrating this point.
In view of the broadening horizon for successful rehabilitation and the deterent effect on successful rehabilitation arising out of a monthly cash benefit
as a matter of right, a disability benefit is neither a humanitarian approach from
the point of view of the individual nor a constructive approach.
4. Will disability cash benefits at 50 lead inevitably to other changes ib Social
Security?
The basic issue here is twofold. The first is whether or not to pay disability
benefits without regard for age. If this bill were passed and benefits paid to a
person at 50, how could Congress long deny benefits to one disabled at 49? Or
to a younger worker in his early thirties with 2 or 3 dependents? And how
about benefits to the'dependents of disabled beneficiaries?
The second issue is whether initiation of disability benefits will irresistibly
lead to a compulsory national health plan. This bill provides that a finding of
total and permanent disability be made by the State vocational rehabilitation
agency or some other approved State agency. Presumably, any costs of rehabilitation would be financed by these Federal-State grant-in-aid programs.
Is it not likely that States will soon learn that part of their aid to dependent
children load, for example, can be shifted to the Federal-tax suported socialsecurity program by finding the disabled breadwinners involved to be "totally
and permanently disabled"? As a result of such unanticipated rises in socialsecurity costs, the only answer may prove to be that the Federal Government
or the Social Security Administration must not only make the findings of disability but also administer rehabilitation and pay the costs out of the OASI
trust fund. If the medical, surgical, and psychiatric costs of rehabilitation for
some people covered by social security are to be financed by the trust fund, it
will naturally be asked, Why should not the same treatment be extended to all
covered by OASI?
It seems to us inevitable that the initiation of disability benefits to those at
age 50 will soon lead to the agq limitation being removed, to dependents' benefits and, before long, to the establishment of a compulsory national health program. While the irresistible pressures for a national health program might
take some years, we feel certain that the elimination of an age requirement for
disability benefits and the payment of benefits to their dependents would come
much sooner-say, something like 2, 4, or 6 years.
5. How much would disability benefits cost?
The cost of disability benefits at 50 is estimated on a "level premium" basis
at 0.26 to 0.54 percent of payroll, with an intermediate estimate of 0.30
4
percent." If the experience of OASI with disability benefits is similar to that
of the railroad-retirement system, the high-cost estimate would be none too high.
The elimination of the age restriction and the payment of benefits to dependents
would push up costs to about 1.1 percent of payroll, according to the high
estimate.
It should be noted that these estimates are based on an assumption of highlevel employment. The Ways and Means Committee report on Social Security
Amendments in 1955 contains no cost projections for disability on the basis of a
low-employment assumption. This is because there is no accurate or reliable
method for estimating the incidence and termination rates for disability when
job opportunities are shrinking. In time of recession, experience has always
shown a tremendous rise in disability claims and benefits. Part of this is really
unemployment compensation placed on a more or less permanent basis.
The conjectural nature of the disability cost estimates is indicated in the Ways
and Means Committee report. It states: " * * * These cost estimates for the
monthly disability benefits provided in the bill are as good an indication of such
costs as are now possible. Nonetheless, we recognize that in a new field such
as this, more valid estimates are possible only after operating experience has
1BSee hearings, Senate Finance Committee, 81st Cong., 2d sess., Social Security Revisions,
pt. 3 pp. 1454-1455.
See 84th Cong., 1st sess., Social Security Amendments of 1955, H. Rept. 1189,
g4
p. 20; also testimony of Mr. Robert 3. Meyers, Chief Actuary, Social Security Administration, Senate Finance Committee on H. R. 7225, January 25, 1956.
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developed from the provisions being in effect for several years. As indicated
above, disability incidence and termination rates can vary widely-much more
so than mortality rates, which are basic insofar as retirement and survivor
benefit costs are concerned." 2
Conclusion
The Chamber of Commerce of the United States is opposed to a national
program paying disability benefits as a matter of right. No reliable information
is now available to show the scope and character of the disability problem and
the direction which legislation should take if any is needed. No positive case
has been made that the problem requires the National Government to take care
of it in this manner. It should be noted that there are assistance programs in
41 of the States (and the District of Columbia and island possessions) to deal
with totally and permanently disabled persons in need and that these programs
are operating successfully and efficiently. Vocational rehabilitation is operating
in all States and is now undergoing a planned expansion so that by 1959 they will
have the facilities to rehabilitate 200,000 persons a year.
Experience abundantly demonstrates that an assured monthly income prolongs disability and acts as a positive deterrent to successful rehabilitation.
Monthly cash benefits as a matter of right under these circumstances is neither
humanitarian nor constructive.
Disability benefits without regard for age is the basic issue here involved
and should be faced squarely at this time. Such benefits involve very substantial costs.
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INCREASE IN TAXES

At the present time, the law calls for a 2-percent tax on both employee and
employer and 3 percent on self-employed on the first $4,200 of earnings. These
rates will be stepped up every 5 years from 1900 through 1975, when the rates
will be 4 percent on both employee and employer and 6 percent on self-employed.
This bill provides for a one-half percent increase on top of the scheduled tax
rise for employees and employers, and three-quarters of a percent on top of the
taxes for self-employed. In other words, there would be an immediate 25 percent
increase in social-security taxes on all workers and employers.
Congress has been giving a great deal of thought to how some reduction in
taxes can be given to as many persons as possible. In consequence, we could
not support this proposal to increase taxes which in many cases would more
than offset any savings that would be passed along to persons through tax
reduction. Farmers, for example, have been experiencing a decline in income
and, on April 15, will be paying their first social-security taxes of 3 percent.
This bill proposes to add another 25 percent on top of that social-security tax
for the next year.
Oonelusion
Couc~usio
The national chamber opposes any increase in social-security taxes at this
time.
LONG-,UN

IMPLICATIONS OF H. R. 7225

This bill is of crucial importance to the long-run financial soundness of our
present benefit program for the aged, their dependents, and survivors of deceased workers. If enacted, it would involve a new practice of dubious meritthe intermingling of tax money raised to deal with two entirely different types
of problems. It would commingle funds raised for disability benefits with those
of another program providing benefits for loss of income because of old age or
premature death. Taxes for OASI alone will amount to 8 percent in 1975. A
national health program including disability benefits would also be very expensive after 20 years' growth. Taxes raised for one purpose should not be so
intermingled with those raised for purposes of disability and health as to make
it almost impossible for the taxpayer to ascertain easily the true costs of each
program. Those who advocate disability and health benefits should be willing
to have that program stand on its own feet and not jeopardize the soundness of
the existing OASI program.
If enacted, this bill would initiate chain reactions. Both the proposal to
lower from 65 to 62 the age at which women can get benefits, and the proposal
to pay disability benefits at 50 will in practice be but first steps. It appears
inevitable that within a few years Congress will find itself compelled to lower
m See Social Security Amendment, ,f 1955, H Rept. 1189, 84th Cong., 1st se,., . p. 14.
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the age for both men and women to 60 at which they can get social-security
Benebenefits, and to eliminate the age requirement in the disability proposal.
passes.
fits to dependents of disabled beneficiaries also appear likely, if the bill
indicated
The costs with which we will surely be faced are much greater than
beneby the mere 1 percent tax increase provided in H. R. 7225. The "ultimate
measure
fit costs" expressed as a percent of payroll provide a more conservative with the
of potential costs. Using the more conservative, high-cost estimate
and disassumption of high-level employment, the cost for retirement age at 60
as
ability benefits at all ages, with benefits to dependents, may well amount to
much as 15 percent of payroll. Obviously, the maximum 9 percent on employee
in this
and employer combined, and 63/ percent on self-employed provided for
bill, will be quite inadequate to meet such costs as indicated.
Potential costs of as much as 15 percent of payroll have a direct bearing on
this
the long-run financial soundness of our existing program. Fundamentally,
of
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the
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its
that
constructed
so
system is
workers and employers to continue paying the taxes called for-in order to pay
benefits concurrently. In the hearings of 1950 before this committee, Senator
to
Taft said: "It seems to me that what I paid in has been used. It was used
pay other benefits years ago, and I am being paid, if I am 65 or 70, out of current
payments made by other workers." To which Mr. A. J. Altmeyer, then Commisyou on
sioner, Social Security Administration, replied: "I would agree with
6
dependents, and
that." 1 In other words, the payment of benefits to today's aged,
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A sound principle has always been to finish one job before starting another.
The job of providing a "floor of protection" income for the aged is less than half
finished-that is, only about 5 out of 10 aged can get benefits. Before considering
any innovations or other substantial changes in OASI, we urge Congress to
mature the program as much and as rapidly as possible.
It should be borne in mind that one of the major features of social security,
as contrasted with public assistance, is that OASI benefits are paid without
a "means test." The "means test" is simply a device for keeping a check on total
expenditures. In leaving this type of expenditure control out of the OASI program, Congress has wisely decided that it must be self-sustaining over the long
run. That is, benefits and administrative costs in the decades to come must
be no greater than can be financed from the dedicated social-security taxes and
the interest credited to the trust fund. This, incidentally, is the "contributory
principle." Thus, it is imperative that, while it is still in an immature stage
of development, social security must not be so loaded up with substantially
greater benefits or new types of benefits that the long-run costs ultimately entail
taxes larger than workers and employers in the decades to come are willing
to pay.
In 1950, when this committee was considering another bill to increase socialsecurity benefits, Senator Taft expressed concern about the implications of the
cost magnitudes involved. He observed:
"It seems to me we are getting to a point where there is just so much free cash
going to so many millions of people that you are getting into a very dangerous
overall situation. I think we ought to approach with a great deal of care anything which involves such a tremendous increase in Federal expenditures. * * *
Alone it presents, it seems to me, quite aserious question mark when we approach
anything that increases it.' Mr. Altmeyer, then Commissioner for Social Security, replied:
"That is why I feel that our basic system should be a contributory system,
a contributory system where the costs of the benefits are brought out into the
open and where the means of financing those benefits are stated and must be
considered in connection with the benefits. I do not think that any other system
except a contributory system can bring about the necessary relationship between
the benefits and the cost of the benefits and how those costs are to be met.
"I agree with you thoroughly that when so many persons are affected and
so much money is being paid out, it is highly necessary to be sure that you are
developing a system that does not become the master instead of the servant of the
people." 19
Adopting the two major proposals in this bill, we believe, will jeopardize
this system of benefits as a matter of right-not now, but some years hence.
The crucial issue potentially embodied in this bill is whether social security
shall remain a servant for our aged, their dependents and survivors-or whether,
perhaps, at some time not too far distant we shall suddenly discover that it has
become the master.
RECOMMENDATIONS
Production is the safeguard of our American way of life. Therefore, the
national chamber recommends that1. No legislation be passed which would encourage a shortening of the productive life of either men or women.
2. The necessary facts as to the extent and character of disability should first
be developed and thoroughly examined before any permanent legislation is
passed.
3. Until full and satisfactory information is available, vocational rehabilitation should be made the heart of any program dealing with disabled workers,
taking care of those who cannot be rehabilitated, and are in need, through public
assistance.
C1IART 1.--PROVISIONS OF H. R. 7225
1. Extension of coverage.
2. Age reduction for women.
3. Disability benefits.
(a) Children after 18.
(b) Workers at 50 or over.
"9See hearings, Senate Finance Committee, 81st Cong., 2d sess., Social Security Revisions.
Pt. 1, PD. 72-73.
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4. Tax increase.
(a) To 5 percent immediately.
(b) To 9 percent in 1975.
FOR WOMEN

CHART 2.-AGE REDUCTION

1. Consistent with purposes of old-age benefits?
2. What evidence-(a) Husbands don't retire until wife reaches 65?
(b) Job problems for women in early sixties?
3. What may this lead to?
4. Consistent with trend in private plans?
5. Promote well-being of country?
6. Affect other Government programs?
7. Effect on costs?
CHART 3.-DISABILITY

1.
2.
3.
4.
5.

Size of disability problem?
What's now being done for disabled?
Disability benefits a constructive approach?
What will disability benefits lead to?
Effect on costs?
CHART 4.-LONG-RUN

1.
2.
3.
4.
5.

BENEFITS

IMPLICATIONS

Intermingling of funds may jeopardize OASI soundness.
Costly chain reactions of H. R. 7225 threaten OASI.
Soundness of OASI requires adequate tax support.
Projected tax costs are misleadingly small.
Benefits without a "means test" require OASI be self-sustaining.

Mr. MARSHALL. I would commend to you this testimony presenting
many facts here which I hope will be valuable to you gentlemen in
consideration of this bill. The facts were developed by research by
the chamber staff under the very able direction of Mr. Schlotterbeck.
who is here with me today.
As you know, and as is indicated on the first chart, the bill has four
main provisions. First, it provides for extension of coverage. The
second main provision is the reduction for women in the age at which
they can collect benefits. The third main provision is the provision
with respect to disability benefits for surviving children after 18
and for workers after age 50. The fourth provision, of course, is the
tax increase which is made necessary by the provisions of the bill.
With respect to the first one, extension of coverage, that covers
approximately 250,000 new jobs. It covers self-employed professionals, lawyers, dentists, osteopaths and so forth, but still excludes
physicians.
The second main extension of coverage is with respect to agricultural workers who are engaged in certain production jobs, turpentine
and gum naval stores. I am not quite sure why those were left out

originally.

Third, it covers certain employees of the Tennessee Valley Authority and the Federal home loan bank.
In general, the chamber of commerce of the United States is in favor
of extension of coverage. The chamber has expressed itself in many
hearings as being in favor of universal coverage under this program.
The chamber, like the preceding witness, is in favor of covering all
employees, governmental as well as the private employees, under this
universal system.
We understand that there is a bill now passed by the House which
would coordinate the military retirement arrangements with social
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security, and there is also a bill which is before the Senate which
would provide for a similar coordination of the National Government's civil-service retirement program with OASI.
There I would just like to pause a moment and emphasize our use
In my mind it should be no more
of this word "coordination.'
difficult to coordinate these governmental programs-the military and
civil-service retirement-and also railroad retirement with this OASI
program than it was for those private businesses, which had pension
plans long before the Social-security bill was enacted, to coordinate
their private pension systems with Social Security.
And there is a measure of justice in coordination for the individual
himself, because he can then move from one job to another without
losing coverage, or periods of coverage, out of his working life under
the OASI program.
Today, of course, if a man under Government civil service spends
half of his working life there and then moves into private employment where he is covered under OASI, he has lost half of his working
life coverage under OASI. So our feeling is there should be substantially universal coverage, including coordination or integration of
these governmental programs with the OASI program just as private
industry has done.
It does seem anomalous for Congress to require that private industry cover all of its employees under OASI and still find that
similar treatment is not extended to the employees under civil service.
The next main section of the bill which is shown on the next chart
is the age reduction for women. This section of the bill proposes
to lower from age 65 to 62 the age at which women can get socialsecurity benefits. And here, gentlemen, we have examined these
seven questions in connection with this proposal, the answers to which
I hope may be helpful to you gentlemen.
The first question is, Is the age reduction consistent with the avowed
purpose of old-age benefits?
The second, I think we should examine the evidence to support the
two main arguments in favor of this: That husbands do not retire until the wife reaches 65; and, that there are substantial job problems for women in the early sixties.
Third, what may this age reduction lead to?
Fourth, is this age reduction consistent with the trend in private
pension plans?
Fifth, will it promote the.well-being of our country?
Sixth, how will it affect other Government programs?
Seventh, what will its effect on costs of the program be?
I do not need to go into these things too much in detail, but I just
want to mention under this first one the avowed purpose of this program is to provide a floor of protection for people who because o-old
age were no longer able to support themselves by working, Now, it
does seem to me,. therefore, a little strange to introduce into this system a new provision, the avowed purpose of which is to give a financial incentive for men to retire earlier than they now are doing
even though they can continue to work.
We believe that instead of urging men to work and to support
themselves as long as possible, this proposal would encourage men
to retire at 65 when they are still well and able to work.

r

ti
6

Ii
W
i
B
2s
6.e

fo
A

is

de
ies
m

lo
PM
i
nT

n

T.
m
m
l

Io
m

I
a

SOCIAL SECURITY AMENDMENTS

OF 1955

657

Senator BARICY. You mean by that that if the age of the woman is reduced to 62, they are going to retire them at 62, that it will
be an inducement for the husband to quit? Why, on the wife's retirement pay? Is that what you mean'
Mr. MARSHALL. That is right, Senator. The first argument here,
that husbands do not retire until the wife reaches 65, is exactly the
argument that you have stated, of the proponents of this measure.
They say that many men continue to work after age 65 because their
wives are several years younger than they are and, therefore, theirwife is not eligible for social-security benefits. So that the husband
is not able to support himself under the $108.50 primary benefits.
But as soon as his wife becomes eligible for half of that, or for as much
4
as $54 he thinks the couple can live on the combined benefits, so he
then quits work. That is the first argument of the proponents as
given here.
Senator WILLIAms. Are there any members of your organization
forcing retirement at 65 on the part of men now?
Mr. MARSHALL. No. I have some statements on this in this testimony, Senator, which indicates that the whole trend is in the opposite
direction. We have a list here of some 20 large firms which have
6
increased the retirement age or raised the retirement age for either
men or women or both in the last few years.
Senator WiLLIAmS. Do you have a list of companies who might have
1ti
trvP lowered their retirement age within the last years for a comparable
du period?
Il
Mr. MARSHALL. I do not think our study has shown there have been
any that have lowered.
Senator WILLiAmS. Perhaps not, but I was wondering, if there has
t.
i been, could you include that information in as well?
Mr. MARSHALL. We will be glad to if we can find it.
VOo (Mr. Marshall subsequently submitted the following:)
t
In

Two of the largest pension consultants, Wyatt Co. of Washington, D. C., and
Towers, Perrin, Forster & Crosby, Inc., of Philadelphia, have informed us that
not a single one of their many clients had lowered the retirement age for either
men or women within the last 5 to 10 years.

Senator MARinm. Give us a list of some of the larger companies.
I know insurance companies, for example, that some of them in the
last year have increased forced retirement from 65 to 68. But take
United States Steel, for example, they require the chairman of the
board to retire at 65 and, of course, they are an enormous employer.
Mr. MARSHALL. That is right.
Senator MARTIN. But, if you could give us a list of some of the
Ij larger employers that have increased the age-I know some of the
any of the industrial
insurance companies have. But I had not noticed us some industrial
give
could
you
If
concerns that have increased.
concerns?
Mr. MARSHALL. I will do that, Senator. As a matter of fact, in our
testimony, in answer to point 4, you will find a list of industrial comdo panies attached to that, sir.

Senator MARTUN. Thank you.

9

Mr. MARSHALL. Coming back to your point, Senator Barkley, with
order to
respect to this argument about men staying on after 65 in
wait until their wives become eligible for benefits, Robert J. Myers,
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who is Chief Actuary of the Social Security Administration, made a
study of this, and found that on the actual case histories in 1953, the:
evidence showed that only about 2 percent of the men kept on working;
until their wives reached 65, and that 98 percent of the men who.
stayed on had other motives than waiting until their wives became
I
eligible for benefits.
Now I would like to move on here to the second major argument,
that is advanced in favor of this provision-that women in their'
early sixties have job problems. Here I would like to refer you to
the bottom of page 6 and the top of page 7 of my testimony.
We have some pertinent data on this point, data published by the
Bureau of the Census on employment and unemployment of the labor
force. Now I would like to point out to you these figures. And bear
in mind these figures are for the age group of women between 60 and
64.
In 1954 the number of women in that age group in the labor force
averaged 890,000. The unemployed women, those receiving unemployment compensation benefits, and here you must bear in mind that
under the laws of some States--only a very short period of employment in New York State, I think it is 20 weeks, entitles a person to
receive benefit for 26 weeks, so that in this unemployed group you
may find many seasonal workers-there are only 29,000 women in
that age group who were unemployed; 890,000 in the labor force,
29,000 unemployed.
In 1955 the Bureau's figures indicate that there were 983,000 women
in that age group in the labor force and, again, those unemployed
were only 29,000. So that here we do not find any evidence at all of
the difficulty of women in that age group to find jobs.
The employment increased substantially in 1955, and the unemployed remained the same.
Senator KERR. Now, the unemployed figure of 29,000 represents
only those who were at that time drawing unemployed benefits?
Mr. MARSHALL. That is right, Senator.
Senator KERR. There might have been other unemployed that were
not disclosed?
Does this include everyone, whether they are enjoying benefits or
not?
Mr. SCHLOrERBECK. Yes, sir.
Senator KFR. Well, a little while ago you made a statement to the
contrary.
Mr. MARSHALL. Yes, I made a statement to the contrary. I was in
error, Senator.
I would point out, though, that even if it did include only those who
were drawing benefits, there are many who draw benefits regularly
in that age group, year after year, in the States which have very short
qualifying periods for unemployment insurance.
Also we find that the unemployment rate for this age group-60 to
64, and not 62 to 64, as the bill calls for-was 3.3 percent as compared.
with 5.4 percent for all women in 1954.
And in 1955, the figure for this age group was 3 percent, and for all
women it was 4.4 percent. So it seems to me that there is little merit
in the two major arguments that are advanced in favor of this
proposal.
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Aiso, I think we can pass over rather rapidly our point 3, What may
this lead to? It does not seem to me that there is any more merit in
making a woman eligible for benefits at 62 than there is at 61, and
why should a woman be eligible for benefits at 62 when a man has to
wait until 65? I think the answer to point 3, will this reduction inevitably lead to further reductions, is rather obvious.
Senator KERR. Well, now, you know that at the present time people
tbe beyond 50 years of age, divided into classes of men and women, that
YOU we find that women live longer
Mr. MARSHALL. That is right, Senator.
Senator KERR. Do you think that if you fixed their retirement age
by k,
at 62 instead of 65 and kept the men's retirement age at 65, that that
lair
might increase the differential, or do you think that might give men
a better break on living as long as the women?
60e
Mr. MARSHALL. Senator, it is a pretty good question. You know,
I am not sure of this, but it seems to me there are insurance statistics
rfo
spu, which indicate that annuitants live longer than people who are not on
annuity, perhaps because of peace of mind and so forth, so maybe
d±
mplo the women would live much longer.
Senator KERR. I am not justified in inferring, then, that your next
yr
step in this argument is that they ought to retire men at the age of
men: 62 and women not until they are 65?
folm Mr. MARSHALL. No; that is right.
Senator KERR. All right.
Senator BARKLEY. You may find that the thing that makes men
live shorter lives after 65 are things they do before they were 65.
iLaughter.]
Mr. MARSHALL. There may be considerable merit to that.
The next point here is, Would this reduction in the age requirement
be in line with recent developments in private pension plans? This
comes to the point that Senator Martin asked me about a little while.
ago. You will find on the bottom of page 9 a footnote which lists
some of the major companies which have increased the retirement
itV age in the last few years. For example, General Electric Co. is one
of the major industrial concerns with some 250,000 workers, and they
have just raised their retirement age for women from 60 to 65. And
according to National Industrial Conference Board, a sample survey
of 327 companies shows that 83 percent had a retirement age of 65 for
both men and women.
Now, as an example of the trouble that you get into when your
W& start having differentials is this discrimination feature that is in the
law in Massachusetts. There is a law in Massachusetts that prevents
discrimination on account of age with respect to hiring policies and
se
u firing policies. That has been interpreted to mean that those industrial companies who heretofore had a differential in the retirement for
women and men in that State were forced to keep their women on, to
give up the differential and keep women on until they were the same
age as men, if the women wanted to continue to work. It would seem
to me that introducing a differential here in this Social Security Act
would again lead to trouble with those discrimination statutes in
Massachusetts, for example, if private pension plans attempted to
follow that sort of a trend.
I do not think I need to emphasize the next point, whether age
reduction promotes the long-run well-being of the country.
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It seems to us that production is the real thing on which our national security, our increase in standards of living, and so forth, is
based. And it seems to us that any measures that we take here to reduce the work force, to increase the number of nonproductive workers,
is not in keeping with the principle that we ought to have more production in order to give us more goods for more people.
So I would urge that we do not take any step like this which will
cut down the productive group in the population at the time whci the
nonproductive group in the population is automatically increasing,
both at the lower end of the scale-the numbers Under age 24) showing
very substantial increases beceause of the increase in birthrate
which
started in the late thirties-and also because of the longevity,
successes that the medical profession has had in lengthening thF the
lives
of all of us.
Senator KERR. You would not want to give exclusive credit for
that
to the medical profession?
Mr. MA-RSALL. No; I think perhaps they have taught us how
to
live more wisely when we are younger.
Senator KERR. I mean, I think it is wonderful if you give them
due
recognition, but you might get us into a very serious predicament
you think, even by inference, that they were exclusively entitled if
to
that credit.
Mr. MARSHALL. I think that is right, sir.
Senator KERR. I do not think either of us ought to be in that
position.
Mr.
MARSHALL. I will pass on from that one, gentlemen,
with your
permission, to the effect of this age reduction on other governmental
programs.
It seems to me that once we have a new definition of "old
age,
whether it be 60, as some labor organizations and other., advocate,
or
62 as proposed in this bill, it constitutes a new definition of "old
age."
I thinkSenator BARKLEY. I do not like the way you look at me when you
say
"old age." [Laughter.]
Mr. MARSHALL. As a matter of fact, you know,
they are
getting so close to me now that I am sort of in favor Senator,
of some of these.
However, I do not quite see how we are going to be able to maintain
an age 65 in our old-age assistance programs, or in our
Federal and
State income tax laws.
Senator BARKLEY. Let me ask you a question there.
I agree with
you that we have to take into consideration the fact that the
average
age of the human being has been increased in the last century,
25 years on the average, so that the average now in this countryalmost
is 69
and a fraction ageMr. MARSHALL. Yes.
Senator BARnLE. That we can look forward to that age at certain
times irregardless.
Now, in order to arrive at an average, you have to take into consideration those above it and those below it, and it may be that there
are
many thousands of individuals, women, we will take, as that
is
what
we are talking about, who have not been able to profit by this
increase in longevity, so that they might be done an injusticeaverage
if we
look purely at the increase, the expansion of the average life
they have not been able to benefit or profit by it. Do you thinkewe
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ought to consider them in determining whether we should lower the
age to 62, those who are way below the average in this expansion program of human life.
Mf course, Senator. there is a quick answer to that,
MIr. MARSHALL.
but I do not think I ought to give it, and that is that those who aren't
going to live long enough to profit by this are not going to live long
enough to profit by the reduction in age limit.
Actually, what happens, you see, at birth a man now, I think, has a
life, expectancy of 69. But at, age 65 he has a life expectancy of
roughly 80

Senator

BARKLEY.

That is right.

Mr. MARSHALL (continuing). 1Vhich means that actually many men
and many women have died before arriving at either the magic age
of 65 or 62 or whatever you have.
The life exl)ectancy of people over GO) and over 65 has been length(ned during the lasi few years, but not in proportion to the life
expectancy of a child at birth.
Senator BARKi.PY. Theoretically there seems to be an inconsistency
between the admitted fact that we have expanded the span of life
in the last half century, quarter of a century, and we are bound to
assume that those whose lives are extended are healthier during those
later years than they would have been if there had not been any
expansion or extension.
And we have to admit that, I think. There seems to be an inconsistency between that and the effort to reduce the age limit here for
benefit under the law. Yet I can realize, as I was intimating a moment
ago, that there are probably those who might be done an injustice
by that process, who had not in their personal lives benefited by this
great scientific and medical boom that has come to the human race.
Mr. MKRSHALL. I think you are quite right, Senator, and I think
what we have got to do in a measure like that is to look forward to
what its effect is going to be on the coming generations here. I think
you are going to find fewer and fewer of the next generation who
won't be able to profit by this. I think it is a mistake for us to sit
here and look at my generation and say that we ought to lower the
retirement age because I will need a few more years to profit by this
extra bonus that I am going to get here from social security. I think
we have got to take a look at the coming generation of young people
who, I am sure, that because of the elimination of so many diseases
of childhood, the better nutrition habits, the feeding of vitamins
and so forth, are going to live an awfully lot longer than my generation
is going to live.
I think it is a mistake in the face of almost admitted facts like
that to start lowering the retirement age for the benefit of a few
of us now.
Actually, you do not retrace steps like that. I would not feel so
badly about it if I had any hope that, once having lowered the retirement age to 62, and we had a generation coming along here that we
saw was going to live to 90, we could then raise the retirement age.
I think that is a very difficult process. You gentlemen will probably
know more about that than I would, but I would suspect that the
pressures to keep it down would be tremendous.
I have mentioned in passing that the Federal and State income
tax laws are also going to be affected if we lower the retirement age,
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because persons over 65 are now allowed doubled deductions. There
then wouldn't be any particular reason why it should not be 62 at
which time people get double reductions from their income-tax paymnents.
We now have the last question here
Senator CARLSON. Mr. Marshall, before you leave the age section
on this, during some previous testimony I asked one of the witnesses
if he thought it would have any effect on the old-age-assistance pro6rams in this Nation, which are contributed to not only by the Federal
Government but State and local communities, if we reduced the
age under old OASI for women, as to whether we would be expected
to do the same for the old-age-assistance program and if so what
would the cost be and how many would be included.
I have just received a copy of a letter to our chairman, Senator
Byrd, and I am going to just read one paragraph here:

lii
t

Should such a change be made in the old-age-assistance
it is estimated that the number of women 62-64 years of age that program,
might be added to
the old-age-assistance

roles would shortly reach about 134,000 and that the
additional total cost would be about $85 million a year. Of this,
the Federal
share would be approximately $47 million.

It is signed by the Commissioner from the Department of Health,
Education, and Welfare.
I understand this letter has already been made a part of the record.
(See p. 259.)
Mr. MARSHALL. That is, of course, a very important thing.
The
lowering of retirement age for women inevitably leads to lowering
the retirement age, not only for women in old-age assistance, but
probably also for men and everyone else. And that is a substantial
increase in cost.
For example, I think the figures are in here somewhere that under
private pension plans the lowering of the retirement age, generally
rom 65 to 60, results in an almost 50-percent increase in costs on the
average. It depends, of course, on the average age and composition
of the group. But in any large company that is almost inevitably
true.
A 5-year lowering of the retirement age results in a S-percent in-y
crease in cost.
So that when we look at these level premium figures here, given
by the Social Security Administration, of a half a percent or 1 percent of payroll as an additional cost for lowering the retirement age,
we have to look at that at the cost of the particular provision in this
bill, not the long-range cost of the other things that that might lead
to. And also we have to take a little look at this term-level premium.
I think you gentlemen probably know better than I do that there
isn't really any such thing as a level premium cost in this socialsecurity program.
Level premium envisages a ,remnium fixed at such a rate that
you accumulate reserves when very few people are being retired and the
interest on those reserves plus the current contributions later on
go
to meet the rising costs of the program.
As we all know, there have been no such reserves accumulated under
the social-security program. If there had been, we would have had
some 250 billion in the trust fund and not 21 billion as we have now.
So that when we look at these level-premium costs as given here,
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we must not forget the loss of interest on this trust fund which is not

there, in order to get the cost which is going to be there 10, 15, or 20
years from now.
With that word of caution, I will pass on, with your permission,
gentlemen, to the next section on disability benefits. And here, just
as in the case of the reduction in age, we have examined some questions with respect to the disability benefits, the answer to which we
thought might be of interest to you gentlemen.
The first is, What is the size of the disability problem? The second, which is a corollary, What is now being done for the disabled?
The third question is, Are disability benefits a constructive approach
to the problem of the disabled?
The fourth is, What will disability benefits lead to? The fifth, as
in the case of the other chart, What is the effect of a provision for
disability benefits on the costs of the program?
Now, unfortunately, we are unable to come up with any particular
information that we thought was valuable on the disability problem.
There are reasons for that. The only information that we could get
that amounted to very much were two sample surveys by the Bureau
of Census in 1949 and 1950. They were confined to that part of the
population age 14 to 65 and excluded, for example, what is a major
disability problem, those people confined in public and private institutions for tuberculosis and mental illness.
So that actually, we find a tremendous gap in the data which should
be, we think, available to you gentlemen before you take a step like
passing a disability provision of this nature.
I think that there are many things that you ought to take into
consideration here.
One of them is that many disabling diseases-mental illness and
tuberculosis are two pretty good examples--involve people who are
pretty largely taken care of at the State and local level now in mental
institutions and tuberculosis sanitariums.
The second thing I think there should be full information on is the
extent to which our attack on one after another of these disabling
diseases is going to eliminate them so that by and large we do not have
too much disabling disease until you begin to get as old as I am. Then
it is a question of whether the disease or old age came first.
But I need only to cite to you gentlemen the case of tuberculosis. I
know in my home State of New York that one tuberculosis sanitarium
after another is being closed up because tuberculosis no longer is a
disabling disease.
It is now a short-term illness treated by the new wonder drugs and
in general hospitals, so we do not have that. The second case I can
cite are the results of our attack on polio. In the case of that dread
disabling disease, I think we have every reason to look forward within
the next 5 years to its practical elimination in this country.
So I think, as we attack one after another-actually we have no
more diphtheria, we have no more whooping cough, we have none of
these diseases that in the past have been somewhat crippling or disabling.
I think we can look forward to the'time when we have fewer and
,,fewer permanent and total disa'bility cases resulting from these
diseases which are now being attacked by the research teams, both
governmental and private.
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And, I would urge that we do consider attacking the disability problems by trying to find out what they are and then, perhaps, devoting
money to research and attacking them at their cause rather than by
paying the benefits.
Senator MARTIN. Mr. Chairman, I agree with you fully, but isn't
it 'probably true that by reason of so many powerful drugs and things
of that kind, that we are eliminating diphtheria and scarlet fever and
typhoid fever and many others, but it is weakening the heart and may
be a cause for other disabling diseases .0
Now, the weakening of the heart has become quite a serious thing.
Mr. Chairman, I am taking it from a military study.
A few years ago that did not appear as one of the dangerous things
as far as our military personnel was concerned. Now it is. Cancer
is another. We did not use to have to contend with cancer in the
military service, but we have to contend with cancer now.
I am great for the preventive medicines. I go to my doctors quite
frequently and 1 go to the hospital once a year. I have done that
practically all my life. I am very much for preventive medicine, but
with these wonder drugs it has also given us another field where I just
do not know whether we can eliminate it all.
What I am getting at, Mr. Chairman, is whether we can just
eliminate that as one of the dangers confronting us. If we eliminate
one thing, we have maybe caused another. I do not know, I am not
a medical man.
Senator KERR. You mean, often the solution of one problem creates
another?
*Senttor MARTIN. That is what I am getting at.
Mr. MARSHALL. It is a very interesting area for attention. I have
had a little medical experience as president of the hospital board in
my hometown. And I am not too sure you cannot draw a different
conclusion from the one you have drawn from the same facts.
Senator MARTIN. I am hoping so, but I am just raising it because
I think it has to be considered before we make our conclusion.
Mr. MARSHALL. You are perfectly right. That is one of the things
that should be very carefully studied, and I would like to submit that
it is possible to draw the conclusion that you have drawn from it.
There is no doubt of the larger number of deaths from cancer and
heart trouble than we have ever had before.
by
Now, you can draw the conclusion that perhaps they are caused
On the
the weakening effectiveness of wonder drugs and so forth.
other hand, I think you should look at this fact, that the elimination of
the diseases of childhood may, on the contrary, have strengthened us.
My two sons, for example, are quite husky young men, and I suspect
that they are goig to be more resistant. They are going to live
for a longer time and then die from one of the typical diseases of
old age, which at the moment are cancer and heart trouble. And I
think that you may find the reason for the greater prevalence of diseases of that type is because we do live longer and when we die, we
die from the common diseases that take us at those ages, rather than
from a disease like pneumonia and mastoid and other things that have
been practically eliminated by wonder drugs.
But, as I say, here again is a whole area that I do not think we
have facts enough on which to make a considered conclusion.
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Also we have for this problem of disability a program of vocational
rehabilitation, which to my mind is a great program for taking care
of the disabled.
And I would like to urge more careful consideration--and more
money spent on vocational rehabilitation. Let's get the fellow back
into the productive force, not only for the sake of the production
that he gives, but also for the sake of his own self-esteem. Let's not
ive him an incentive to malinger, let's give him an incentive to get
back to work, because it is very much better for him.
I have in mind a very good friend of mine whom I am sure all
of you gentlemen would agree, as the doctors would, was permanently
and completely disabled for his profession. He was a patent attorney--completely blind and had been so for years. Yet he is one
of the leading patent attorneys of this country, even while he is permanently blind. It isn't the incentive and urge for money. It would
be easy for him to claim total disability. He is on the one side.
On the other side you have the fringe worker, the worker who has
a little difficulty in holding on to his jot anyway-and don't forget,
these are all going to be covered under this program. It is going to be a little hard to inspire him with a desire to get back and
work hard to hold his job, if, by making sure that his lame back doesn't
recover, he can get a check weekly or monthly for that disability.
Those of you who have had experience in workmens' compensation
know that better than I do.
And that leads me to the third point. The answer to it is obvious but I have just pointed out I don't believe that a monthly cash
benefit is a constructive approach to disability. I think that John
Miller of the Monarch Life Insurance Co. testified before this committee in 1950, and he gave some of the most striking testimony at
that time. He has been here since then-I think he appeared before
you gentlemen on February 14 and added to that testimony. But I
would like to have you go back and take a look at the figures he presented in 1950 as to the claims for disability benefits on life-insurance
policies as compared with those which had only a waiver of premium
clause to see what effect a financial incentive to stay disabled does
to the moral fiber of many of us.
Now, I think there probably isn't any doubt that disability cash
benefits at 50 will lead to other changes in social security; because
there isn't any magic about age 50. If a man is 45 and has 4 children to support, and becomes permanently and totally disabled, it
seems to me much more just to give him weekly or monthly disability
benefits than it is to give them to a man 50 who is single and has no
dependents. I think there is no magic to age 50.
I think inevitably we are going to have disability benefits below
benefits. It has already
will pay survivors'
we survivors
49, to
40,pay
age 50-at
been
proposed
'benefits to children over 18 if they
are permanently and totally disabled. You have only to stretch those
two things and you bring them together, and you have a permanent
and total disability program without regard for age as a part of this
so-called OASI program.
With respect to how much these benefits would cost-again I would
give you the warning not only about looking carefully at this level
premium basis on which the estimates have been given to your gen7319--56-t. 2-16
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tlemen, but also at the long-range costs of the provisions that will
inevitably follow from these two proposals before you now.
Now, we come nextSenator CARLSON. Before you leave that, Mr. Marshall, the Kansas
State Chamber of Commerce, which is a member of the United States
Chamber of Commerce, has a committee known as the social legislation council, which is composed of industrialists, businessmen, editors, leaders, and doctors. And they have studied both provisions
that you have discussed on disability insurance, and the eligible age
for retirement. and have passed some resolutions regarding it.
Mr. Chairman, I would like to offer these recommendations for the
record at the conclusion of his remarks.
Senator KERR. They may be inserted at that point.
Mr. MARSHALL. I think it would be worthwhile now, gentlemen to
consider the increase in the tax rate. We have got to take a very
serious look at the increased tax rate, because don't forget the tax on
the employer-employee combined under the present law will be 8 percent in 1975.
Now that is a substantial burden, without adding anything to it.
r think we ought to take a very careful look before we add even 1
percent to that, much less before we put entirely new provisions in
the bill which are likely to add a great deal more by reason of the
growth of those things in the next 20-year period.
So that leads me to my final point, the long- run implications.

Senator
Senator

t
P1
Y

MARTIN. May I ask a question there?
KERR. Yes, Senator.
MARTiN. I presume this isn't practical,

Senator
but might not it be
a good idea to increase the rate until this system could become actuarily sound? I think in Pennsylvania our teachers' retirementit is my recollection that it is a total of 14 percent, half of it by the
teacher and one-fourth by the local community, and one-fourth by the
Commonwealth. And it is actuarily sound.
Now, I have sometimes wondered whether-this plan is a forced
saving, is what it is-and I think it keeps up the morale of people,
they can look forward and know they have something to depend on
in their declining years-but if it was actuarily sound I wouldn't
be worried about it at all.
I realize that it is a pretty big percentage, but I wonder if after you
get it working, take a generation, it isn't a sound approach to this
thing?
Mr. MARSHALL. Personally, Senator, I feel that there is a place in
an industrial-urban civilization such as ours for a sound program of
social security for the aged. I think it isprobably a necessity as long
as it is kept on a sound basis. And one of our major problems in keepinF it on a sound basis is exactly the one that you point out.
Ihe system has not yet matured, so that the taxes on the present
generation of workers do not reflect the ultimate costs of their benefits. One way to do it, of course, is the way you suggest-to have a
tax rate which would make the program actuarily sound. Actually
I am not too sure that if you did that you wouldn't get into more difficulties than you would solve.
Senator MARTIn. That is probably true, I don't know.
Mr. MARSHALL. You would have a tremendous trust fund there. It
would be almost equal to the total national debtt:thisnij. ;
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Senator MARTIN. It would eventually become larger, unless we
start to increase it some of these years, it doesn't look as though we
are inclined to do it.
Mr. MARSHALL. I was going to mention this point later. The
chamber had a proposal before you gentlemen a couple of years ago
that I think is a sounder way to approach this same problem, and it
is the way that private pension plans have done it for a long time.
And that is to mature the system. What we have now is that 9 out of
10 workers are paying taxes, and only 5 out of 10 old people are getting benefits. If we should decide today to pay the 9 out of 10 old
people benefits, we would immediately have the system mature. We
would have to then have a tax rate on the working population that
would
reflect in some measure the ultimate cost of the plan. This
would enable
us to be paying as a matter of right to most of the aged
in this country of ours today a benefit direct from the Federal Government, instead of selecting only those who are "in need" as determined
by the several States. I think that could be worked out so that it would
put this system on a sound basis-in fact, on a pay-as-you-go basis.
h
Your tax rate would reflect the ultimate cost, and we would be in a
much sounder position than we are in at the present time.
As I say, I was going to make that point later, but I think it is a
very important one.
Senator MARTIN. Mr. Chairman, Senator Long and I introduced
an amendment, I guess it was 2 years ago, and we went through it,
and we didn't get any place. I thought at that time it was sound,
and I still think it is sound. But it is awfully hard to get out of it
what we pay. Now, I am on the retirement sytsem of the Commonwealth of Pennsylvania. I paid about $25,000 into that system, and it
is actuarily sound. Now, I paid that in at a time when it was pretty
1Y
hard to do it, I mean, I could have used the money very easily to edu'Yr cate my children, and so on. But now I am very glad that I was
forced into it.
Mr. MARSnAJL. With respect to the long-run implications of this
eOl' bill, I would just like to mention first that the bill, if enacted, would
introduce a new practice of dubious merit-that of intermingling
tax money raised for one purpose with tax money raised for another
purpose. It commingles funds raised for disability benefits with
those of another program providing benefits for the loss of income
because of old age.
0
A national health program including disability benefits is going
to be very expensive after a 20-year period of growth. And I think
0
amD that we should very carefully consider this before we put taxes raised
for one purpose-before we intermingle taxes raised for one purpose
kff with taxes raised for another purpose, so that the taxpayer and voter
is not able to make his choice of how much of either he wants, because
it isn't clearly presented to him. It seems to me that those who advore
cate disability and health benefits as a program should be willing
be
3V to have that program stand on its own feet and develop a program of
al
that kind as a unit, and shouldn't try to jeopardize the soundness of
an old-age-benefit program by intermingling the two together. That
is one of the most dangerous things, as I see it. I have ultimate confidence in the wisdom of the American voter and the American taxpaer as to the soundness of the decisions that he makes, and you gentlemen as his representatives.
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But I have a very bad feeling that he is being misled
not having
the issues clearly presented to him. And it seems to by
me that this
is one of the ways in which he will be confused by having one of these
health programs mixed up with his old-age program so that he can't
clearly see the issues with respect to each.
Secondly, I think there is no doubt about the chain reactions which
this kind of a bill will generate both in the reduction of retirement
age and in disability benefits-and the very large costs which
would
then emerge.
Here are some figures of Mr. Robert J. Myers with
respect to
this thing that illustrates the problem.
According to Mr. Myers, future benefits to all on the
rolls at the end of 1954, plus benefits to all workers withsocial-security
any coverage
at that date, and to their dependents and survivors-that
means the
present pensioners plus the workers who are already
covered under
the system-the cost of those benefits is an estimated
$443
In other words, if we said today that this system is frozen, billion.
who no whave rights under it will continue to have those people
rights,
but no new people may enter the system, we would still
have
to pay
out $443 billion.
Senator KERR. But we would have remaining the income for those
covered for the years from their present age until they reach 65.
Mr. MARSHALL. And that income, Senator, would amount to .$198
billion. That is the next point.
In other words, they would pay less than half of the cost of the
benefit.
Senator KERR. That figure is based, however, upon
the assumption
that there would be no deaths.
Mr. MARSHALL. No.
Senator KERR. Then what is the assumption with reference
to
deaths and those being eligible for the benefits claiming
them
Mr. MARSHALL. They are the usual actuarial assumptions ?
that the
actuaries for any system of this kind make, and on which
estimates of the system are based. Not being an actuary,any of the
I myself
can't tell you, but they do factor in deaths at different
ages,
so you
would have a diminishing number. You have got a
group of people
aged 20 and over covered under the system.
Obviously, all of that group will not arrive at age 65. Those
deaths
have been factored in. And the taxes will be factored out
for those
who die before reaching retirement.
Senator KERR. In other words, arriving at these
you have
reduced the ultimate liability by the probable deaths figures
on the one hand
and by the probable percentage of those entitled to the
benefits retraining from claiming them on the other hand; is that correct?
Mr. MARSHALL. These are Mr. Myers' figures. He is chief
actuary
for the system. I would assume, knowingthis very careful
and
accurate methods-and .yc
I have a very high regard for the gentleman-that
he has taken into consideration all of the usual factors that
a careful
actuary does in preparing estimates of this nature.
Senator KERR. You don't know that these factors have
into consideration in preparing these figures. Does the been taken
gentleman
with you know?
Mr. SCHLO71TRBECK. He gives the basic figures in Actuarial
Study
No. 39. That is where you will find the figures.
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Mr. MARSHALL. That is Actuarial Study No. 39, published in 1954.
Senator KER. You are lifting, then, from the study to which you
refer, the statement that you make here on page 24?
Mr. MARSHALL. That is exactly right, Senator.
Senator KERR. Without knowing just how they were arrived at?
Mr. MARSHALL. That is right, Senator. You see, what 1 do, I take
a good actuary and rely on his knowledge.
Senator KERR. I am not complaining about what you did, I am just
trying to ascertain what you did.
Mr. MARSHALL.
'*this group is $443

That is the point I want to make, our liability to

billion, and they are going to pay in taxes $198 bilrnlion during their working lives. That leaves a deficit of $245 billion,
and if you deduct frlom that the $21 billion now under the trust fund,
you will still have $224 billion of benefits that will have to be paid out
of taxes

Senator KERR. Did you take those figures from Mr. Myers?
Mr. SCHLo'-rrmEcK. They are based on his figures.
Senator KERR. I can see an error in that; I don't care where you took
it from, because, considering the $21 billion then in the trust fund,
you say that would reduce the $245 billion only by $21 billion, and I
know that you have failed-to take into consideration the interest earned
on the $21 billion.
Mr. SCOLOrrERBECK. All of these figures are expressed in terms of
present values so as to getSenator KERR. There is that amount of money presently in the trust.
fund.
Mr. SCHLOTTERBECK. That is right, present values.
Mr. MARSHALL. I think what Mr. Schlotterbeck is pointing out here
is that if we added interest to the amount now in the trust fund, we
would also have to add interest in the estimated liability of $443
billion.
Senator KmR. But the estimated liability didn't draw interest.
You are talking about the total amount that would have to be paid
to them; aren't you?
Mr. SCOmLorrsECK. Discounted to the present time.
Mr. MARSHALL. Discounted to the present time.
Senator KERR. You are going to have to show me on that.
Mr. MARSHALL. Suppose we ask Mr. Schlotterbeck to file a memorandum.
Senator KERR. Unless you are sure about it, I would rather you
wouldn't state positively.
Mr. MARSHALL. We will submit a memorandum.
Senator KERR. I would be very glad for you to do so. I would
like for you to figure out in that memorandum that you submit how
you can arrive at the present amount of liability with reference to
futurepayments having to be paid and find the figure other than the
total of the amounts you estimate will have to be paid.
Mr. MARsHALL Actually in a sense, Senator, I don't know how
this should be done, but Mr. Schlotterbeck will file a memorandum
with you. I would suggest it is in a sense what the insurance company doesSenator KERR. I do know this. You have got $21 billion in a trust
fund now, and you are going to have it there over a period of 30
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or 40 years drawing interest, and the interest will be larger than $21
billion.
Mr. MARSHALL. That is right. Actually an insurance company
does the same thing. When you say to them, "I want to buy an
annuity from you starting 20 years from now at $100 a month," they
will tell you today that it will cost you $25,000, or whatever the figure
is, for that annuity. And they have discounted the interest that the
$25,000 will draw, and the fact that the payments won't start until
later.
Senator KERR. But they haven't discounted the amount of payments they will have to make?
Mr. MARSHALL. The $25,000 is the present valueSenator KERR. That is the present value of the $25,000. But the
value of the $25,000 plus the interest, so they say, until liability materializes, is sufficient to pay a certain total amount of benefits.
Mr. MARSHALL. That is right.
Senator KERR. Now, what you have said is that the total amount of
benefits is $443 billion.
Mr. MARSHALL. In present value.
Senator IERR. This isn't what you say-C
Mr. SCHLOTTERBEcK. It is in the footnote.
Senator KERR. That is future benefits. Show me where it says
present value and future benefits.
Mr. MARSHALL. In the footnote, Senator.
The dollar figures have all been expressed with the common denominator of present values.
Senator KERR. But the present value is of present assets.
Mr. MARSHALL. That is right.
Senator KERR. And the figure of liability, in my judgment-if
you are going to submit a memorandum, you make it very clear if
the total future estimated cost is going to exceed $443 billion.
Mr. MARSHALL. We will submit a memorandum and make that
clear.
Senator KERR. Now, if you are going to find that that is the present
valuation of the future liability, I want to tell you you are going to
arrive at a figure of future liability astronomical even in the minds of
people accustomed to the kind of figures we are thinking about in
our present tax bills.
Mr. MARSHALL. I agree with you, Senator.
Senator KERR. Let's be sure that we not only understand what
we say, but that we are accurate in what we say.
Mr. MARSHALL. I agree with you.
These figures are quite astronomical.
Senator KERR. Yes; but they are nothing compared to what they
would be if the future liability is sufficient to require a present evaluation of $443 billion.
Mr. MARSHALL. Twenty years from now.
Senator KERR. Well, in the future, the life expectancy.
Senator BARKLEY. Speaking of astronomical figures, we will keep
on here until we get up to a category like that to which Judge Thomas
down home could only refer to as "bull-rillions."
(Mr. Marshall subsequently submitted the following:)
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CHAMBER OF COMMERCE OF THE UNITED STATES OF AMERICA

Washington 6, D. C.
MEMORANDUM

Qt

At the close of 1954 there were 6.9 million aged persons, dependents, and
survivors receiving OASI benefits, and 91.4 million other persons with some
OASI coverage but not receiving benefits. Over the ensuing 90 to 100 years these
98.3 million persons will receive an estimated $923 billion of benefits. Meanwhile, the 91.4 million employees and self-employed persons with some coverage
will, during their remaining work life, pay OASI taxes which together with the
matching taxes by employers, will aggregate $300 billion.
The entire period of both benefit receipts and also taxpayments will cover
some 9 to 10 decades. In the early part there would probably be some excess of
taxpayments over benefits, resulting in some increase to the existing $21 billion
trust fund. There would also be some interest credited to the fund.
The figures above indicate that benefit payments subsequent to 1954 to a specified group of persons will exceed by roughly $623 billion the OASI taxpayments
that can be expected from the workers involved, and from their employers.
Part of this excess could be financed by the existing trust fund plus any increments and interest earned.
The above figures for benefit payments and social security tax receipts cover
differing periods of time, and hence are not on a strictly comparable basis. They
can, however, be expressed on a common basis by reducing these figures for
future benefit payments and tax receipts to "present values"-that is, discounted at 21/ percent. Estimated future benefits to this group including beneficiaries on the rolls at the end of 1954 plus all future beneficiaries who had any
coverage at the close of that year will aggregate an estimated -$443 billion in
"present value." The taxpayments to be made by these workers and their employers will amount to $198 billion, leaving an excess of benefits over tax receipts
of $245 billion (in present value). The trust fund of $21 billion is in present
value terms. If that is used there is still a deficit of $224 billion as the "present
value" of taxpayments on future workers and employers that will have to be
made to meet these benefit payments.

Mr. MARsHALL. Gentlemen, I just w ant to point out in conclusion
we believe it is imperative while the system is immature, is not fully
mature-we are paying benefits to about only half our aged peoplethat we don t load it up with greater benefits or new types of benefits
which in the long run will make the tax rate so high that the employer
and the workers at some future date, say 20 years from now, will rebel

at the burden of taxes placed on them.
For that I can only refer to what is happening in France and the

countries in Europe where they have maturing systems of this nature
at the present time.

I appreciate very much, gentlemen, the opportunity of appearing
before you.
Senator KERPR. Thank you, Mr. Marshall.

You have made quite a

contribution.
(The recommendation of the social legislation council of the Kansas
State Chamber of Commerce referred to earlier are as follows:)
RECOMMENDATIONS

OF THE SOCIAL LEGISLATION COUNCIL

Emanating From Meeting on December 9, 1955

1. Disability iNsurance
The primary goal of any public disability program should be to help disabled
workers through vocational rehabilitation and financial aid where necessary.
The best means for reaching such goals are through voluntary agencies and State
public assistance programs in conjunction with State vocational rehabilitation
agencies. Beyond programs already established, there is no evidence that the
disability problem is of sufficient magnitude to justify a new exclusive Federal
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program or expansion of the old-age and survivors insurance benefit based On
arbitarary age limitations and conjectural costs. The proposal to incorporate
a total and permanent disability benefit program within the Federal old-age and
survivors insurance system is therefore opposed.
2. Reduction of eligibility age
Reduction of the statutory social security eligibility age runs counter to the
trend of increasing longevity of the American people as well as to the major
Such resocial and economic objective of wider employment opportunity.
duction in age, with its obvious repercussions on both public and private programs and laws, is therefore opposed.
Senator KERR. At this point in the proceedings I place in the record

a statement by Walter Reuther, president of the International Union
of Automobile, Aircraft & Agricultural Implement Workers of
America, UAW, in support of the disability provisions of the bill.
(The statement referred to is as follows:)
STATEMENT OF WALTER P. REUTHER, PRESIDENT, INTERNATIONAL UNION OF
AUTOMOBILE, AIRCRAFT, AND AGRICULTURAL IMPLEMENt WORKERS OF AMERICA

(UAW)
The most serious omission in the original Social Security Act was its failure
to provide income for employees suffering from long-term disabilities. We in
labor have long urged that this omission be corrected by the incorporation of
disability insurance in the Nation's social-security system.
Provision for disability retirement is possibly even more important than oldage retirement benefits. As I testified to the Senate Committee on Finance in
March 1950:
"The worker who, because of permanent or temporary disability is unable to
work and earn wages, can become just as broke, hungry, cold, dispossessed, and
depressed as the * * " brother or sister who is * * * unemployed through no
fault of his * * * own, or the aged worker who has chosen or been forced to
retire.
"The Social Security Act * * * has provided some measure of security to the
able unemployed and to the aged worker. But it has provided nothing for the
worker who, however willing he may be, is temporarily or permanently disabled
and incapable of working.
"Often, if not always, it costs more to be unemployed and disabled by sickness
or accident than to be simply unemployed but well and able to work * * *
"Normal family life and development of the children may be disrupted, even
wrecked by the catastrophe of unemployment plus disability plus extra expense
plus total lack of income.
"Normal recovery and rehabilitation of the disabled breadwinner are often
delayed or prevented by this drying up of funds and credit and accompanying
anxiety.
"* * * No program which involves a means test can be considered to offer
security to the worker and his family."
But the Congress has enacted a means test program instead of insurance for
the disabled. It did so partly because of the many unsupported charges and
half truths that have been leveled against disability insurance: that disability
is uninsurable, that the cost of such benefits is uncontrollable, and that disability
benefits will jeopardize our social order. It has even been asserted that disability
insurance will bankrupt our economy.
Today we are better able to evaluate the issues factually in the light of experience rather than platitudes, phobias, threats, and prophecies.
Through negotiations with such employers as the General Motors Corp., the
Ford Motor Co., the Chrysler Corp., and many others, our union has established
pension plans covering more than I million employees and providing permanent
total disability benefits for eligible employees. Many other unions and employers
have joined to provide protection against permanent disability.
The results have been entirely successful. This experience, like that accumulated through the years under workmen's compensation laws, veterans' legislation, the Railroad Retirement Act, and many State and city retirement systems,
proves that long-term disability benefits are entirely feasible.
In the earliest pension plans negotiated by the UAW, benefits were payable only
to employees who became disabled after attaining some required age, such as
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50 or 55 years. Our experience has shown that this age restriction was unnecessary. Together with the major employers with whom we negotiate, we have
eliminated such provisions. Today, an employee who has completed the requisite
service is entitled to disability benefits on becoming sufficiently disabled, regardless of his age.
Because of the wild charges that have been leveled against disability insurance
we, too, were intimidated. In making our early actuarial estimates, the union
used very conservative assumptions concerning the incidence of disability. This
resulted in gross overstatement of the expected number of disability benefits.
Actually there have been fewer than one-fourth of the expected disabilities. We
have since adopted more realistic rates of disability which reflect past experience,
although they still incorporate a reasonable margin for adverse experience.
We have also examined, in the light of experience, the kinds of conditions
on which disability pensions have been awarded. More than 4,000 disability
benefits have been granted to disabled UAW members under our negotiated
pension plans. We have found that, contrary to the sweeping charges that
disability cannot be verified, there was relatively little difficulty in determining
that there existed a very serious and generally permanent disabling conditionone often resulting in death.
Among the more common causes of disability resulting in pension awards
have been arteriosclerosis, degenerative, or hypertensive heart disease, coronary
occlusion, cerebral hemorrhage, apoplexy, strokes, or brain injuries, and so forth.
Although we have established procedures for arbitrating doubtful claims, I
do not recall one situation in which labor and management members of the boards
of administration, who grant pension benefits on the basis of medical evidence,
have found it necessary to resort to arbitration.
Although the UAW experience has been successful, negotiated pension plans
reach only a limited segment of the American labor force. Unlike the governmental social security system which protects workers in all covered employment
and throughout their working lifetimes, negotiated pension plans cover employees only while they work for a specific employer. The negotiated plans are
supplementary; the need remains for disability protection under the Federal
Social Security Act.
Our union believes that rehabilitation should be encouraged wherever there
is reasonable hope of restoring a disabled worker to a more productive and fuller
life. We therefore employ the diagnostic procedures by which disability is determined to explore the possibilities for rehabilitation. The diagnostic examinations to verify whether a worker is disabled are designed to maximize rehabilitation possibilities. We have found that suggestions have often come from
such examination that are of tremendous medical assistance to the disabled
worker. Nevertheless, there are workers who cannot be returned to gainful
work by rehabilitation. These people need insurance income.
I yield to no one in my admiration of the great accomplishments of rehabilitation and in recognition that we must do everything possible to encourage the
rehabilitation of the disabled. Rehabilitation, as an institution, however, is
not an alternative to disability insurance. We must reject the questionable
policy of attempting to starve people into rehabilitation by failing to provide
needed disability income.
Lack of income, lack of security and the humiliation of the means test are far
more damaging to a worker's morale and to his chances of successful rehabilitation than any cash insurance benefit could conceivably be. In a properly designed social security system, both rehabilitation and cash insurance are needed.
They are not in conflict; rather they reinforce each other.
The time has now come for questioning the relevance of--certainly for reappraising-the unfavorable experience reported by life-insurance companies with
permanent total disability benefits. In 1948, the Advisory Council on Social
Security, in recommending inclusion of permanent disability insurance under the
social security system, said in part:
"We are aware that in the past many life-insurance companies have had unfavorable experience with disability insurance. In our opinion, that experience
is important but not conclusive."
It does not follow that, because life-insurance companies experienced losses,
the same would occur under a social-security program. There are profound differences between disability benefits purchased as part of life-insurance policies
and-disability pensions awarded under a retirement system.
Under life-insurance policies, there was nothing to prevent persons who could
afford it from buying disability insurance benefits that were greater than their
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regular earnings. Pension plans, on the other hand, keep disability benefits in
an all too modest relationship to earnings.
The losses experienced by the life-insurance companies were caused by a
variety of factors which would not necessarily apply to the social security system
at this time. When the policies were written, there was a serious lack of experience. Inappropriate disability rates were used. It was presumed that
disabilities which had lasted only for a short period would be permanent, even
were
though medical evidence did not indicate permanent disability. There
between
unwise efforts to oversell disability insurance. As a result, the analogy
insurance company experience and what might happen under a social insurance
system is altogether faulty. There is a long record of successful experience with
disability pensions under governmental programs such as the railroad retirement and Veterans' Administration systems in this country and other systems
throughout the world.
Anyone who has examined the widespread adoption of disability benefits both
at home and abroad must realize that the quest for such protection arises out of
a prevailing insecurity of workers. It is not intended, as has been charged, as
an opening wedge toward socialized medicine. Under disability insurance,
physicians certify the extent of physical or mental disability. The record shows
that there has not thereby been interference with the practice of medicine.
Most industrial countries in the world now have disability insurance. While
some of them also have national health insurance plans, others do not, and there
is no necessary or inevitable connection between the two programs.
As for the assertions that the cost of disability benefits is indeterminate, a close
examination of actual experience would indicate that disability benefits actually
vary less widely and are more predictable than old-age retirement pensions.
The disability freeze provisions that were recently enacted are a step in the
right diretcion, but they do not meet the continuing need of disabled people for
income. The freeze removed a particularly restrictive provision in the old law,
under which disabled employees not only failed to receive cash income that
they needed, but also jeopardized their eligibility for benefits at age 65 and
reduced the amount of such benefits.
The time has come to provide directly for disability income under our socialsecurity system. Disability insurance is urgently needed and entirely feasible.
There is no excuse for continuing to resort to relief instead of social insurance
for disability income. This year we believe the American people are expecting
the Congress to plug up this most conspicuous gap in the American social-security
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Senator KERR. Mr. William G. Caples.

I

STATEMENT OF WILLIAM G. CABLES, DIRECTOR, NATIONAL ASSO-

CIATION OF MANUFACTURERS; ACCOMPANIED BY DONALD J.
EICK, INDUSTRIAL RELATIONS DEPARTMENT, NATIONAL ASSO-
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Mr. CAPLES. I have a very long statement here-

Senator KERR. There wouldn't be any precedent created by such
a situation.
Mr. CAPLES. I would like to omit some of this, but I would also
like
Senator KERR. We would not discourage you in that. Now, anyway, however you want to do it, you may do it.
,ay,
Mr. CAPLES. Thank you.

My name is William G. Caples. I am a vice president of the Inland
Steel Co., of Chicago, Ill. I am a director of the National Association
of Manufacturers, serve as chairman of its employee health and benefits committee. This committee studies and analyzes social security,
unemployment compensation, and related matters.
NAM Welcomes the opportuintv to persent its views on the proposed amendments contained in H. R. 7225. The members of the
NAM employ a substantial number of the people whom the OASI
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program was originally designed to serve. In addition, the employees and employers of manufacturing industry pay a considerable
share of the cost of th6 program.
As businessmen and citizens we are concerned with the public
policy on old-age security and its implications to the well-being of
our country. The activities of the Federal Government in this field
touch on the social, political, and economic forces which have--under
our unique American system-resulted in a high degree of personal
economic security. We are interested in defending the vitality of those
forces and in defeating policies and programs which would tend to
weaken them.
Our views on the OASI program have been developed after careful
consideration and in the light of years of continuing study. Our
testimony presented on behalf of the association by Mr. Ira Mosher
to this Senate Committee on Finance on March 17, 1950, was entitled
"The Federal Program of Old-Age and Survivors Insurance and
H. R. 6000" and later was printed and published in booklet form
that year by the association.
In September of 1954 after several years of continuing study our
association published another booklet entitled "Retirement Security
in a Free Society."
Senator KERR. We would be glad to have them.
Mr. CArLES. Much of our testimony before the House Ways and
Means Committee on H. R. 7199 in 1954 was based upon the findings
contained in this and the previous report.
While both these documents are comprehensive studies in the nature
of a constructive examination of the assumptions on which our pension
plannifig has been based, we would be the first to admit they do not
have final answers to the many problems discussed because of lack
of basic data. Unfortunately time will not permit detailed reference
to them. However, they will be filed with the clerk for the use of the
members of this committee.
I quote two paragraphs from the introduction to Retirement Security in a Free Society:
Our key governmental pension mechanism-the Social Security Act of 1935-requires thorough reexamination after its 19 years of operation. Ever since
enactment it has been the subject of continued questioning, both because of its
basic concept and because of fear that it contains inherent defects which
threaten to defeat its announced objectives. Such a reexamination should not
be carried out in a spirit of antagonism. Effective steps to provide against
old-age dependency are firmly supported by a large majority of our population
and by our business and political institutions, though doubt exists as to the
identity of these "effective steps."
Proposals for change in both public and private programs are many and
varied as to underlying principles, mechanics, and possible consequences. The
public, regarding both private pensions and OASI as desirable means of achieving old-age security, may not have the information necessary to judge the
quality of the promises made by these proposals, and their ultimate consequences
be
to our economy and society. Honest and enduring plans for the aged must
a balanced
made from the broadest possible base of information as well as from
values.
consideration of economic, social, political, and humanitarian

I should like to repeat and emphasize that last sentence, for I believe
it reflects the attitude of industrial management in this country and
it is the ype of yardstick which we think should be applied to the
currently proposed amendments to the social-security law.
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Honest and enduring plans for the aged must be made from the broadest
possible base of information as well as from a balanced consideration of economic, social, political, and humanitarian values.

In our opinion, the pending bill, H. R. 7225, does not meet this test.
The pending bill would somewhat extend the types of employment
covered by the system, but its major proposals are reduction of retirement age, establishment of a system of disability benefits, an increase
in the social-security tax rates, and the establishment of an advisory
council.
Senator KERR. May I ask you at that point if you are expressing
opposition to the increasing of the coverage with reference to the additional classification of the employment which the bill would apply.
Mr. CAPIES. No, sir; we are not. The extent of coverage is something with which we are substantially in accord.
Senator KERR. As to classifications of employment, but not as to
benefits to additional groups or changed specifications of present
age at which they would be eligible?.
groups, that is, like changing theSenator.
Mr. CAPLES. That is correct,
in old-age security indiOur examination of the issues and problems
the broad fields
cates a great need for extension of basic research atinpresent, the most
is,
information
basic
of
bearing thereon. A lack
serious obstacle to real progress in social security.
should not
The experimental nature of our social-benefit programs
be ignored, even though their existence as a permanent institution
may be taken for granted. Recognition of the experimental nature
of the social-security program does not mean that wve are committed to
incessant tinkering with it.
We lack basic information on the vital issues and problems.in oldage security. Permanent and irrevocable decisions as to the OASI
program should not be adopted until a study has been made by an
advisory council truly representative of various viewpoints and with
full access to data not presently available. Such a council could
properly advise the Congress regarding any intended change in the
social-security law and thus increase the probability of establishing
a sound national policy.
study
Social-security changes should be made only after careful
extremely
is
it
for
and full appreciation of what the change will mean,
difficult, if not impossible, to make later corrections which involve
taking away any advantage any group may derive from the mistake.
As a concrete illustration, we might consider some results of the extention of OASI coverage to Puerto Rico.
It is interesting to note our testimony in 1950 on this subject in
which we advised:
and Puerto Rico
Before the expanded program is applied to the Virgin Islands
on the same basis on which it is intended to apply in the United States, and
particularly if the program is to cover agricultural employees and farmers, we
suggest that a careful survey be made as to the effect of such extension in these
territories. It is quite probable that the impact upon the economy of these areas
and upon the incentive for useful employment might be so great as to do more
harm than good. It is quite probable that it might be best to apply the program
to these areas on a modified basis, providing for lower benefit levels. We do
not presume to speak for these areas, but merely raise the question for your
consideration.

But the Social Security Commissioner testified in 1950 that such
study was not necessary and Congress extended this coverage.
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Puerto Rico wages of 1952 are shown in table 15 of the September
1955 Social Security Bulletin. And these were the latest figures we
could get, incidentally.
The median monthly earnings in Puerto Rico were $42--half the
covered employees earned this amount or less. A Puerto Rico median
wage worker and his wife are paid equal benefits to 107 percent of
the Puerto Rico median wage of $42-and he does not, have to retire.
The minimum social-security benefits for a worker and his wife are
$45 per month and are paid workers whose wages have averaged less
than one-half of this amount.
In the United States the median monthly wage was $185-between
4 and 5 times as areat as that in Puerto Rico. The United States
median wage worker and his wife receive retirements benefits equal
to 56 percent of the United States median wage of $185-provided
that he retires.
In our testimony in 1950 we did not forecast the specific results I
have just described nor did any other group. Nor can it be expected
that witnesses at the present hearing will provide this committee a
comprehensve review and analysis of the pending proposals and results. This could be expected only from a study group with a technical staff and access to social security data such as would be provided
under the pending bill.
THE ADVISORY COUNCIL

Let us first discuss the composition and assignment of such a council
and then the other proposed amendments to the law which, in our
opinion, make the creation and establishment of such a council a basic
necessity for the Congress, if we are to have adequate data for intelligent planning of necessary changes in the social-security law.
The Council as proposed by H. R. 7225 would consist of the Social
Security Conunissioner who would act as Chairman and 12 other persons. It is stated that these "shall, to the extent possible, represent
employers and employees in equal number, and self-employed persons
and the public."
It is our suggestion that employer and employee representatives be
nominated respectively by our national business and labor oragnizations.
It would likewise seem appropriate for the major farm and professional organizations to nominate the representatives of the selfemployed.
As the system is financed wholly from social-security taxes imposed
on those mentioned above, as individuals covered and their dependents
are the beneficixies, and as coverage is now nearly universal, it seems
superfluous that the Council should also have representatives specifically chosen as representing the public.
I don't know where you could get a group that really didn't have
interest any more.
It is also suggested that the Chairman should be elected by the
other members.
We approve as highly essential the authority which would be given
the Council to engage outside technical assistance as well as to use
HEW departmental personnel and to have access to all the Department's pertinent data.
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Under the bill the Council would be established prior to the scheduled stepup in taxes prior to 1959. We recommend immediate establishment of the Council. We also recommend that the Council be
given the duty of studying and reporting on the reduction of retirement age and of establishing disability benefits.
Finally, it is our recommendation that such an advisory council
should operate not under the executive branch but independently and
should report to the appropriate committees of the Congress.
Senator BARKLEY. I have forgotten who appoints the Council.
Mr. CAPES. Who appoints the Council under the bill
Let's look at the law itself.
Senator BARKLEY. The point I had in mind is that it is provided
that the President shall appoint it. I suggest that it might be in
conflict with the Constitution, which provides that the President shall
appoint all officers, but if lie has to appoint them from the list recommended by these organizations we are talking about, it would almost
take away from him the authority to appoint and make it automatic,
depending on the recommendations of some outside organization.
Mr. CAPLES. I think at present, Senator Barkley, under the International Labor Organization, the appointments are made by the Federal Government, but they are made on the recommendations of the
major industrial associations and the major labor asociations. So
that the representatives of labor and the represeiitative.s of the employers who go to, theSenator BARKLEY. That i> trie. There i- a little difference there
between those representatives and an officer of the Government of
the United States. Never mind looking it up.
Mr. C.PLEs. It provides that. they will be appointed bv the Secretary of Health, Education, and Welfare.
REDUCED RETIREMENT AGE

In appraising this bill, one is, struck by the fact that the cost of its
age-reduction provisions would far exceed the cost of its, disability
provisions.
We know of no special and compelling reaso Nwhich necessitate
reduction of the present retirement age of 65.
Whatever the overall problem may be. manife.stlv it is far less than
when the retirement age 65 was originally adopted.
For since then
job opportunities have greatly inc'reased and retirement policies have
followed a clear trend toward later rather than earlier retirement.
Earlier when Mr. Marshall was testifying I think a question was
asked him by Senator Williams as to whether the age was going up
or down, and all of the evidence we were able to obtain is that where
there is compulsory retirement it is going up and liot coming down,
that is, in the private plans.
As one specific example of a large company, I think Sears, Roebuck
has just increased their retirement age. and I believe General Electric
has, but the trend, we found, is all up.
The personal welfare of older persons is well served by this trend,
and any proposal such as reduction of retirement aige. which might
reverse this trend, requires most critical examination.
The report of the House Ways and Mean. Committee on the pending bill, page 7, states:
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Under your committee's bill, some 650,000 women workers now between 62 and
65 years of age would be immediately eligible for benefits.

b

Table 5 of the report shows that the "intermediate" cost of reducing
the retirement age for women to 62 would increase from an initial $389
milliozi to nearly a half billion dollars by 1959, and would exceed a
billion dollars per year by 1970.
Table 17 of the Annual Statistical Supplement, 1954, in the September 1955 Social Security Bulletin shows that as of January 1, 1954,
there were 1,100,000 women workers aged 65 to 69, 1,565,000 aged 60
to 64,and 2,191,000 aged 55 to 60. So apparently we face an extremely
rapid increase above the present number of 650,000 women workers
who will be age 62,63, and 64.
The total number of widows in this age bracket-65 to 65-is soie
625,000. The report states that "some 175,000 widows and mothers
of insured workers would be eligible for benefits." It does not state
whether this includes or excludes widows who would receive benefits
as former employees.
The third group referred to in the report are some 400,000 women
between 62 and 65 who are wives of insured men. Data indicative of
the nature and scope of the social and humanitarian problem of persons in this group are lacking in the report, despite their importance.
How many of these are among the 650,000 women workers and how
many have never worked we do not know, nor do we know how many
husbands who have voluntarily retired because their social-security
income, plus other income, justified their retirement, nor do we know
how many husbands would elect to retire if the wife could receive
benefits. Again we come back to the need for the council which could
call upon the HEW Department for appropriate statistical breakdowns and other retirement data.
Both to conserve your time and to stay within our own inadequate
information, I have not attempted to do more than submit a few illustrative and inconclusive statistics, and have omitted others, such as
the large percentage of cases where age 62 would still leave a great
many married couples with only 1 benefit. I have not gone into any
of the interrelations of age reduction under our Federal social security
and the Federal-State public-assistance systems, and the other public
and private systems. These, too, require the thorough study and appraisal based on comprehensive data and made from all viewpoints
which can and should be made by the proposed statutory council.
Your committee dismissed this age reduction proposal with this
statement in your 1950 reportYour committee carefully considered the advisability of reducing the minimum age at which old-age benefits are payable below the present age of 65.
However, cost considerations make any such change inadvisable.

The proposed statutory council with the duty and authority of
developing all the pertinent facts and considerations needed in settling
this problem, could give the committee assurance in whatever course
of action is determined.
DISABILITY BENEFITS

From social and humanitarian viewpoints total disability of extended duration presents an exceedingly appealing and important
problem. Whatever may be the old-age problem of a woman nearing
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age 65 who may choose to retire or who may be unable to find work,
obviously it does not compare in intensity with the problem of a person who is totally disabled regardless of age.
Whatever may be the hardship in the case of a retired man with a
wife age 62, in good health, who cannot draw a benefit, his problem
would be much worse if his wife were totally disabled, regardless of
her age.
Likewise, permanent and total disability of the family breadwinner
is more of an economic problem than is his death. For his earnings
have ceased and there is frequently the problem of looking after him,
and there is always one more member of the family to clothe and
feed than would be the case if he were dead.
Manifestly, if extended total inability to engage in any work were
as involuntary and as irreversible as age and death, no valid reason
could be given for refusing to provide disability benefits under our
payroll tax-supported social security system while providing benefits to persons meeting age requirements arbitrarily established as
ages below which or above which inability to work is presumed-often
contrary to fact.
The hard facts, however, are that in an extremely high percentage
of cases inability to engage in any gainful work is a complex matter
of opinion, involving not only medical judgment of the extent of
physical or mental impairment, but often more importantly, an evaluation of the individual's residual capacities, and a knowledge of the
whole field of available job opportunities suitable for persons with the
impairments and capacities of the particular individual under consideration.
Furthermore, inability to engage in any gainful work is a situation
which is reversible in a high percentage of cases-not only through
physical restoration but through prosthetic appliances and special
training.
And of primary importance is the individual's desire and efforts
toward rehabilitation. From social, humanitarian, and economic
viewpoints his rehabilitation is of such high importance and its
achievements so dependent on the individual's attitude and incentives
as to bring into serious question any proposal for paying him assured
social security benefits so long as he is not rehabilitated.
That many of our members can and do successfully operate disability benefit systems for their employees is attributable, in our opinion,
to the fact of the past and prospective relations between the company
and the employee, and the careful individual and continuing attention
given to each case. In such a situation full individual consideration
can be given to the person's rehabilitation, retaining job shifts and all
the other more desirable alternatives to the last-resort procedures of
branding him unfit for any work and paying him a monthly disability
benefit.
The advisory council could search for some feasible procedure,
perhaps involving cooperation with the individual's employer, which
a public system might utilize as a workable equivalent to the personal
approach and company-employee relationship I have referred to as
basic to the success of private plans.
Certainly none are contained in the pending bill. In any event, this
is one of the important matters which could and should be thoroughly
gone into by the statutory council.
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Might I observe, in passing, that immediately rushing into mass
processing of disability claims and payment of disability benefits as
proposed by the bill is not an alternative to allowing the destitute to
suffer. As stated in the Ways and Means Committee report:
The adoption in 1950 of the assistance program to provide for the income
maintenance needs of the disabled expressed the intention of the Congress
that the disabled should not be allowed to go without the necessities of life.

Instead, the primary objective, it would seem to us, is nearer that
expressed in the quotation found on page 5 of that report:
The protection of the material and spiritual resources of the disabled worker
is an important part of preserving his will to work and plays a positive role
in his rehabilitation.

This objective, we believe, may well be defeated rather than achieved
if the Congress adopted the present proposal to merely add benefit payments to the cases which go through the present disability freeze procedure and meet the age test of 50 years.
It is amazing to us that a bill of this importance should be offered
with literally no provisions-and apparently no prior consideration
to the basic problem of determining disability.
The bill merely throws the program to the mercy of those now attempting to administer the present so-called disability freeze.
The program presented in paying money for disability benefits are
not only more serious-they are of an entirely different magnitude
from the relatively simple program of freezing retirement benefit
rights.
When the freeze provision was enacted, it was assumed that the
determination of disability would be made by the States and that the
States would have an opportunity to process these cases through
rehabilitation clinics. Has this been done in most cases? It has not.
Our understanding is that at present the disability waiver claimant
is given a blank to be filled out if after a check on his employment
record he is found to meet the qualifying wage requirements. He is
told that the burden of proving disability is on him. So he takes this
blank to some doctor and has it filled out. He brings back the record
to OASI. Some of the claim forms-not the claimant-are then sent
to the State public assistance or the vocational rehabilitation agency,
and doctors and administrative people hired for the purpose check
this paper according to the instructions from Washington and thus
pass on his claimed inability to engage in any substantially gainful work, subject to Washington processing and review. The bulk
of the papers, however, have been sent to Washington.
I presume that some attempt is being made, and that more will be
made when the present rush is over, to implement the rehabilitation
policy expressed in the present law.
Recent news releases of operations through December 31, 1955,
show that of 344,367 claims filed, only 63,752 of these were forwarded
for determination to State agencies, and 231,349 were forwarded to
the Division of Disability Operations. State agency determinations
were only 17,192.
Thus, in contrast with private disability programs, H. R. 7225
.actually contemplates mass adjudication and administration on an
impersonal basis by a public agency, with no day-to-day contacts or
73192-56-pt. 2-

17
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prior work relations with the individual, no future employment to
offer him and little effort toward rehabilitation.
It seems probable that enactment of the provision for benefits
would mean a new flood of claimants. This concurs with the observations of the Chairman of the Social Security Administration's Medical Advisory Committee set out on page 65 of the Ways and Means
Committee report.
It estimates 250,000 workers -will immediately come in for these
disability benefits.
this
The prospect of mass movement of medical histories through
impersonal process and the adjudication of 250,000 individuals as
having a total disability of a permanent nature and accordingly pensioning them off is profoundly disturbing.
The letter of the chairman of the Medical Advisory Committee
states that such claims as have been processed should properly be
reprocessed, as the author states thatstandards * * * for total disability have been necessarily liberal in view of
the tremendous backlog and the necessity of some nonprofessional administration of the regulations. Should the payments be made immediately available
another stricter interpretation of what is meant by totally disabled would have
to be recommended by the committee.

The Social Security Administration would thus be faced with the
unhappy alternative of a mass rush-through of claims or a long delay
in payment to multiplied thousands of claimants.
The proposed legislation apparently anticipates one very distressing result in providing in section 222 (b) that the Secretary shall
deny benefits to any individual who refuses to accept rehabilitation.
Deductions, in such amounts and at such time or times as the Secretary shall
determine shall be made from any payment or payments under this title to which
an individual is entitled, until the total of such deduction equals such individual's benefit or benefits under section 222 and 223 for any month in which
such individual * * * refuses without good cause to accept rehabilitation services available to him under a State plan approved under the Vocational
Rehabilitation Act.

This provision admits but does not solve the problem, for as observed by the Chairman of the Medical Committee the benefits would
still "serve as an inducement to deter the applicants from the often
laborious process of becoming rehabilitated." The section applies
only to "refusal without good cause to accept rehabilitation services."
Doubtless formal "acceptance" may be induced by application of the
provision.
I know from personal experience that probably the most difficult
thing to handle in industry is the totally and permanently disabled
worker. It is a very perplexing thing, and it doesn't make any difference whether the man is industrially injured or nonindustrially
injured-which is the most common cause, because of automobile
accidents.
Senator KERn. Or whether the disability arises from injury?
Mr. CAPLES. Or it may be even mental.
Senator K.Rn. Or it may be physical without having an injury to
cause it?
Mr. CAPLES. It may be. Our experience has been that the problem
to be properly handled has to have very real consideration of two
means.
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One is, can the man really be put back to work, can he be rehabilitated? From the standpoint of the supervisor, for instance, it is
easier to push the man on pension, which is no trouble to him.
So that you have to say to the man with whom he works, "Can you
you use this man?"
For instance, take a man who is totally blind, who is not really
totally and permanently disabled; if you don't make real provisions
for that man to work, he is easy to pension. And it is a terrifically
complex problem, and one that we feel should have a lot of careful
thought as to the terms, the rehabilitation, and so forth.
A further problem implicit in the disability proposal with which
industry has had little experience, is that of the marginal workers, or
floater, who is in effect virtually screened out from private plans by
their limitation to persons with substantial work history for the particular employer.
The Ways and Means Committee report states that the proposed
prior work requirements would result in benefits being "limited to
persons who, through a record of work over a considerable period of
time, have demonstrated a capacity and a will to work." But an
examination of the requirements shows that they can be met by anyone who averages as much as $20 per month during half the calendar quarters. With virtually all kinds of jobs covered, it is difficult
even for the most marginal odd-job holders to avoid being insured.
Might is not be fair to anticipate a very sizable segment of insured
floaters? Disability experience with these is not only extremely limited in our private systems but also in public system such as civil
service and railroad retirement, as floaters typically drift into and
out of coverage of these systems without enough work to qualify them
for disability benefits. Perhaps the most promising field of investigating this problem is in the study of non-service-connected veterans'
benefits; persons do not move in and out of veteran's status.
A more preplexing problem which would require careful study by
the statutory council is the matter of disability resulting from mental
illness. This may not seem of prime significance when reviewing statistics of disablements encountered in limited-coverage plans. But it
looms up as a major cause of disability when mental hospital and
veterans' hospital statistics are examined.
National institute and health statistics show that in 1953 the average number of patients in State hospitals for mental illness was
514,889.
Of the 103,774 veterans hospital patients in the hospital June 30,
1952, where even the last figures we had when we prepared this,
53,860 were psychotic or neurological. Of these 47,636 were psychotic.
I do not give these figures as proving anything, but merely as all
indication that psychiatric conditions are common enough to be
most carefully looked into, evaluated and considered by the proposed
statutory council.
I might remind the committee that you specifically excluded patients
of mental disease hospitals or inmates of any public institution when
you expanded the public assistance program of 1950 to include permanent and total disability. The pending bill has no such disability
exclusion and consideration is needed of the actual results of making
OASI payments in these mental cases.
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Patients of public mental institutions under some circumstances
are required to pay for their care. These requirements vary considerably from State to State. The Advisory Council should examine
the practical results of paying benefits to the guardians of insane disabled, with and without dependents, to determine the extent such
benefits would help to support the disabled person's family and the
extent social-security payroll taxes would go to the support of State
mental hospitals.
Also the age limitations and benefit formula proposed for disability
need most critical consideration. The proposed exclusion of disabilities under age 50 is certain of attack.
Unless the statutory council can find an impregnable basis for an
age limitation, such a limitation could not be counted on to endureboth because of its irrelevance to the general conception of disability
benefits and because of its practical effect of screening out some of the
most appealing cases.
The pending bill would provide disability benefits in the same
amounts for disability retirement as is provided for age retirement if
the individual has no children under 18. But his benefits would be
from three-fourths to less than half the total family benefit paid for
age retirement if he has a child or children under 18.
Presumably the reason for the proposal to exclude family benefits is
that if disability retirement were treated benefitwise the same as age
retirement, benefits might be too attractive in some cases. For example, a worker who averaged $200 per month when working could
receive $157 per month in disability benefits if he had a wife and
child-and would escape $122 per year in income and social-security
expenses, as well as transportation and other work incidentals. He
could also select where he wanted to live without considering its distance from a job. It might be noted that the married $42 per month
median wage employee in Puerto Rico, I previously mentioned, would
receive $45 in disability benefits.
Whether these examples afford a reason for revising part of the
age retirement benefit formula or for providing a lower general fornoula for disability retirement than for age retirement, or for excluding family benefits that should be carefully studied by the statutory
council.
One consideration is that most individuals with dependent families
have more incentive to get back on the job than do persons without
dependents. Another consideration is that the benefit formula is presently so weighted that the deterrent of too much benefit in proportion
to normal earnings is emphasized in the low-wage worker brackets.
The "primary benefit" is almost as large a fraction of the $100 per
month man's pay as is the family benefit for a man with a wife and
child and whose normal pay is $350 per month.
Before concluding there is one other matter which I should like to
comment on briefly-benefit costs. This cost appraisal is specified in
the bill as the basic function of the statutory council.
COSTS AND PROTECTION
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This confidence cannot be enduringly maintained on the basis that
confidence is placed in the equity and certainty of the voluntary insurance which we purchase. For the OASI taxpayer in fact does not
have, and cannot expect to have, the relation between what he pays
in and the cost of his protection or contractual rights, backed up by
a reserve adequate to liquidate his and all other claims as they accrue.
In time OASI cannot expect to retain confidence by virtue of the term
"insurance" being in its title.
Instead, confidence in OASI must be based on general public opinion
that the scheduled benefits are justified by the public purpose of the
program.
The popularity of OASI cannot long rest on the idea that through
some magic everyone is getting a great bargain. This is brought out
in the following statement by former Social Security Commissioner
Altmeyer in his recent pamphlet Your Stake in Social Security:
Today, when the worker's contribution rate is 2 percent and the self-employed
person's rate i 3 percent, contributors get at least their money's worth in protection and most of them considerably more. But eventually, when the contribution rates rise to the maximum scheduled in the law (31/4' percent for employees
7
and 4 A percent for self-employed persons), this will not be true for many
persons.

Shortly after this was written the tax schedule was revised and
the then niaximum 31/4- and 47/s-percent rates were increased to 4 and
6 percent, respectively. The pending legislation proposes to further
increase maximum rates to 41/2 and 63/4 percent, respectively.
The wage base has also been broadened, and thus the ultimate maximum employer tax has been increased from the $117 payable at the
date of Mr. Altmeyer's statement to $168 and the maximum selfemployed tax has been increased from $175.50 to $252. The pending
legislation proposes to further increase these to $189 and $283.50, respectively. It also proposes that next year an employer will pay a
maximum of $105 and self-employed $157.50-not so far from the
$117 and $168 ultimate taxes referred to by Mr. Altmeyer.
The combined effect of the 1954 and the proposed 1956 change
would be to pay some women benefits as much as 3 years earlier, pay
some people disability benefits between ages 50 to 64, increase many
people's benefits by virtue of "dropouts" and "waivers," and to increase benefits. But the increase in maximum death and retirement
benefits would be 29 percent while the maximum tax would have
a 61.6-percent increase.
Thus the proposal, particularly as applied to the nearly 50 million
OASI contributors which table 17 of the last social security statistical
supplement shows are below 40, would seem to accentuate the number
who will not, as Mr. Altmeyer put it, "get at least their money's
worth in protection."
Senator LONG. May I ask a question?
Senator KERR. Yes, sir.
Senator LoNG. When you say they wouldn't get their money's
worth of protection you mean that a private insurance company could
sell them the same insurance for the same amount of money?
Mr. CAPLES. No; I mean they would put more into the system than
they would get out of it.
Senator LONG. Well, if a man makes a single contribution and dies
the next day he would put in more than he gets out of it, wouldn't he?
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Mr. CAPLES. That is true. But most people are going to get something-most of them aren't going to die before they collect.
Senator LONG. Here is the point I had in mind, just speaking of a
personal situation. If I paid for certain insurance I am insuring
myself against something that I fear might happen, that I do not want
to happen, but in case it happens I would like to have insurance.
It is the same thing when you take fire insurance on a house. You
might say there you don't get your money's worth because the house
doesn't burn down. Now, do I understand the burden of your argument here to be that some people would not get their money back
out of this, would not get back what they are putting into the
program?
Mr. CAPLES. Forgetting the insurance feature of the law, we are
talking now about an annuity, and these people will not get an annuity
that is equal to the money that they put into it. That is exactly what
I am saying.
You see, if you bought a private annuity, which is not an insurance
policy, and you died before you paid up the annuity, you would at
least get the money back that you put into it. It isn't the same thing
as insurance, where you take a group of people of one age and insuring against something happening to you-it is going to happen to
somebody, and you are spreading the risk among the people. But
when you are establishing an annuity you are putting aside so much,
and when you get a certain age, you get so much returned to you.
And what we are talking about it the annuity feature.
Senator LONG. What this bill proposes to do in one major respect is
to sell a person an insurance policy with disability in addition to what
he has. Of course, the cost of that has to go into the cost of carrying
these disability features. But if he is not disabled, of course, he
wouldn't be expected to draw as much in an annuity as he would draw
if he put all of that, money into an annuity without protection. But
he still has his money's worth, he is still getting additional protection
for what he is paying for.
Mr. CAPLES. You see, you are beginning to mix two things. One is
insurance and the other is annuity. In other words, when you insure
you are taking a group of people and you can statistically say to this
group of people this will happen to so many of them. The only thing
you can't tell is which ones are going to be struck by the lightning.
g
So we buy insurance against the contingency that we are going to be
struck. And if we are unfortunate and do get struck, we get some
money for indemnity. But the money indemnity that comes to all of
the people that are struck by the lightning is the total amount of
money that is put in by the whole group.
But when we get to the annuity, that is not a contingency, you know
you are going to live to 65 or die, there are only 2 possibilities, and if
you get to 65 you are going to get so much money. If you don't get
to 65, in a private plan the money would be returned to you.
Of course, under the social-security system whatever you have put
into that system stays, and, of course, it is actuarily figured on the
basis that there will be that kind of dropout, either by death or people
who will go out of the work force.
But I think one of the problems here-and Mr. Marshall, who was
the witness before me, got into the fact that when you start to mix
the two things in a public system, that you may add to the confusion
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.of the public, because they aren't quite sure what they are paying for
and what they are getting for what they pay.
But here is what I am trying to show. There are approximately
100 million people who pay into this fund. And half of them, apparently, are under 40, according to the table of the Social Security
Administration. And here are 50 million people that are just apparently not going to get what they are paying for. And we wonder
whether that is really something that, if it became generally understood, is going to add to the confidence of people under this system.
Senator LONG. On the other hand, that hasn't been the trend so far.
Those who have contributed to the fund in the early days are getting
a lot more than they paid for, aren't they?
Mr. CAPLES. Oh, yes. The fellows that are claimants up to now
Have got a wonderful bargain.
Senator LONG. That is because we steadily increased benefits, and
in doing it, we have given those who have paid into the fund earlier
the opportunity to participate in the increase in benefits.
Mr. CAPLES. Not only that, but they never paid enough into the
fund to anywhere come close to the benefits they will receive.
Senator KERR. The reason is, so many of them are getting benefits
for which they didn't pay anything.
Mr. CAPLES. That is correct. For instance, all of your people now
drawing benefits you could say that is true of. And you could take
people like myself, under the insurance feature of the law, with minor
children, as I have, I have got a good bargain, because I am paying
a relatively low rate for a high amount of insurance against my dying
while my children are still minor.
Senator LONG. What is bad about that?
But what
Mr. CAPLES. As I say, I as an individual, can't complain.
I am talking about, there is a large group of people, of whom I am
not oneSenator KERR. In about 20 years those of us who bought the bargain
are going to be gone, and the ones that will be still paying will be
doing so on the basis that they not only won't have the bargain for
themselves, but will have to pay for what they get plus what we get
out of it in the way of a bargain.
Mr. CAPLEs. They may complain about what we did, as a matter
of fact.
Senator KERR. They may not want to do that.
Mr. CAPLES. It is my expectation that they may not want to do it.
Senator LONG. Insofar as you are speaking of a married man getting
more out of it than a bachelor, as a married man with a family, I am on
the side of the married man, that is my point of view. The bachelor
could have married if he had wanted to.
Mr. CAPLES. I top you by one child, but it is an important thing
for people with children.
To go on :with the statement: The new bill, while substantially
increasing immediate and future taxes would make no change in the
current protection of this 50 million--except in the exceedingly rare
case of individuals who may die leaving a totally disabled child
under 18.
Thus it is important that the statutory council carefully study the
extent, if any, to which retirement age reduction and coverage of
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disability is required by the public purpose of OASI notwithstanding
its additional tax burden on millions of individuals who would not,
at least for many years, have any added protection.
Both the importance and difficulties of the statutory council's work
are intensified by the repeated expansions of OASI during recent
years.
By amendments in the years 1950, 1952, and 1954, and I won't
speculate on the effect of those being election years-we have greatly
expanded benefits, and in 2 of these years we have brought in many
millions of new OASI taxpayers whose taxes are immediate but whose
benefits are not. Despite that, however, we have necessarily imposed
additional taxes both by increasing the schedule of future as well as
present tax rates and by broadening the tax base.
To get some idea of what these amendments have done I checked
the estimate of what we would spend in 1960 for benefits in two OASI
trustee reports-the 1945 report and the 1955 report. The estimate
for benefit expenditures in 1960 was some $11/ billion in the 1945
report, before these amendments were adopted. It was some $71/
billion in the 1955 report, after these amendments were adopted. The
report to the pending bill estimates that the expenditures under it for
1960 would be some $82/3 billion.
The 1955 trustees' report shows that aggregate OASI *benefits expenditures from 1937 through last June were some $17 billion. The
estimated benefits for this year and the ensuing 4 years under existing law are some $331 billion-about twice the total benefit expenditures for the first 18 years of benefit payments. The estimate under
the bill would be almost $38 billion in the 5-year period beginning
this year.
From the beginning of the system in 1937 through last June, we
had collected an aggregate of some $3523 billion in OASI taxes and
the OASI trust fund on that date was about $21 billion-equal to
slightly less than 60 percent of the total taxes.
Senator KER. Wait a minute. You said we had collected $35
billion.
Mr. CAPLES. $352/3 billion.
Senator KERR. And we paid out $17 billion?
Mr. CAPLES. That is correct.
Senator KERR. And we have got $21 billion left?
Mr. CAPLES. That is correct. It draws some interest, you see, at
0percent, I think it is under the special bonds.
Senator LoNG. Of course, at the time we pay that interest-people
are talking about an actuarial system, and making it look like a private insurance company-that interest has got to come out of revenue.
Mr. CAPLES. Where else could it come from?
Senator KERR. Sure, the interest on the public debt is paid out of
the general revenue fund of the Government, but the interest on this
part of the public debt is paid out of the same funds as the interest
on the rest of the public debt is paid, and if these bonds were owned
by private people instead of being Governent trust funds, the
interest would be the same and the cost to the taxpayers would be
the same.
Senator LONG. The interest would still come from general revenues,
it wouldn't come from a different source.
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Senator KERR. That is true. But that in no way effects either the
justification for that income on this trust fund, nor does it in any
way invalidate or jeopardize the integrity of this trust fund.
Senator LONG. The people who don't want to put this system on a
pay-as-you-go basis and raise each year the amount of money necessary are overlooking the fact that the funds must come out of general
revenues.
Mr. CAPLES. When the system matures there is no other way it
can be, and I think that has been contemplated from the time of the
original enactment of the law, as I understand it.
But our estimated expenditures for the next few years are only
slightly below estimated taxes despite the sharp increase in the
amount of these taxes. As presently scheduled, the estimated taxes
for this in the next 4 years are some $36 billion-about the total
collected from 1939 through last June. But our estimated expenditure will be some $33 billion or $34 billion-it could easily equal or
exceed the taxes. The added benefits thus would require an immediate
tax-rate increase.
Senator KERR. Could thus require instead of would?
Mr. CAPLES. The added benefits would requireMr. EICK. Could.
Mr. CAPLES. Could, then.
Senator KERR. You are making a very fine statement, and I just
thought for the sake of accuracy we would change that.
Senator LONG. Here is a point that occurs to me. You say eventually
this program will go on a pay-as-you-go basis-I assume that will be
when we have collected $200 billion in payroll taxes over and above
what is paid out. And that is a thing that never quite made sense
to me. Here even during the depression years we were collecting
and adding to this fund, and thus over a period of time in years when
we were producing less than we produced in subsequent years, we
succeeded in collecting-actually it is $25 billion more than we paid
out, if you look at the interest part of it-does that quite make sense
to you, that all during these years when we were producing less than
we produced in subsequent years we collected so much, when we ought
to have been paying substantially less than we paid back out?
Mr. CAPLES. The thing is, you had to get the system started some
way, and this was a device that was used after we started it. But I
don't think anyone contemplated at the beginning, or any other timeonce you get a matured system where you have got your people all
under old-age pension-which is what you ultimately want to do-the
thought was, this would be a matter of right, you wouldn't have public
assistance, and so on-when you get to that point, no matter what device you use, you have got to pay out of current taxes because there is
no way in the world that the people who don't produce can pay.
Senator LONG. We are paying tremendous pensions in the Veterans'
Administration, and we don't have any $200 billion trust fund set
up there.
Senator KERR. You are paying there because of a public obligation.
Mr. CAPLES. It is immediate-the Veterans' people, where you passed
a law saying that under certain circumstances the veterans will draw
disability pension-the people who are injured that the immediate
binden is on, the war ceases, and once it ceases you are ])retty well
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determined as to what the liability is going to be--it may increase,
people may get worse, but your immediate burden is there, you don't
have to reserve for it. It is the taxing authority of the United States
you are depending upon to pay these people.
Senator LONG. The point I am thinking about, we have been going
along with this system, we have paid out less than 50 percent of what
we have collected, as far as the fund is concernedMr. CAPLEs. That is right.
Senator KERR. But you have got unliquidated liabilities, Senator,
far in excess of what you have gotSenator LONG. The point I am getting to is, it seems to me as though
we would be just as well off to have accepted the burden, accepted the
obligation in return for a person making the social-security contribution, and at that point assuring him that he would be entitled to draw a
certain pension at a certain date, and work it out on a basis so that
on a group-insurance system he would be able to anticipate what his
benefits would be, and make it a firm commitment, a commitment that
that is what he is entitled to draw in return for his payments. And
in that regard we would have had much greater payments than we have
had all during these years when we have had people struggling along
trying to live on a $10 pension, all during that time we could have
taken much better care of them rather than to try to create a $2 billion
fund.
It just seems to me to be a scheme to pay off the national debt out of
payroll taxes.
Mr. CAPLES. I agree with you. Had we faced the issue that people
over 65 are entitled to so much-in other words, what you are doing
is saying that at a certain age people are entitled to the pension if
the leave the work force
Senator KERR. Have you said that or have you said that in the
event of what you paid forth-you said awhile ago that when you
started you had to start somewhere, and in order to get universal
coverage you had to get those over as well as under-it wasn't based
on the principle that any were entitled to that as a matter of right
when they get to 65 and they retire, it is based on the fact that they
are entitled to that if they reach that age and they have paid for
what they are going to receive.
Mr. CAPLES. That is not true of present recipients.
Senator KERR. I understand it is. And the only reason was that
you wanted to establish one which would grow into that kind of situation, and the only way you could do that and cover those which were
over the age and let them accumulate enough reserve to liquidate the
payments they were going to receive was to make it applicable to
everybody and create a liability which would contemplate retiring
over the years ahead of you until they were out of the group of beneficiaries, by which time you contemplate that your funds will be
actuarily sound and will have matured and will be on the basis of
people getting back what they have paid.
Mr. CAPLES. Senator Long's question was, Could you have done it
the other way?
Senator KERR. The question was, Why couldn't we?
Mr. CAPLES. I don't think it was expedient, to be frank about i
Senator KERR. Certainly we could have done it, and we can do it
now. His question was, Why didn't we do it? And I must say the
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answer to the question to both is purely academic, as I see it, because
the fact is that we didn't do it.
Mr. CAPLES. That is correct.
Senator KEm. And we are confronted with a reality, not a supposition.
Senator LONG. You are not proposing to do it that way now, and I
don't suppose you are going to do it within the next year or so. I
suppose you will, because what you have done since 1936, you have
collected half of what you should have collected, and paid out twice
as much as you should have paid, and either way it doesn't make
much sense. Eventually we are going to stop this idea to try to
retire the public debt with payroll taxes through the social-security
system.
And suppose we do get a $200 billion trust fund stacked up there,
and just suppose someday people say, "Well, now we have got this
great fund stacked up here," and the people say that the Government
can't pay off the national debt, then you lose your whole trust fund
anyway.
Mr. CAPLES. I agree with you. I think it is inevitable that you get
to a point where you are going to take out what is paid in-you are
going to be on a pay-as-you-go basis.
Senator LONG. And if you have a $200 billion trust fund, the annual
interest on the trust fund has got to come out of general taxes anyway.
Mr. CAPLES. Of course, this trust fund probably will not go very
much from where it is now, because it seems from these figures fairly
obvious that your outgo is going to increase, and it is going to be as
much as your income, maybe greater.
Senator LONG. If you keep advancing these payroll taxes, it is
going to grow.
Mr. CAPLES. Well, if you keep the benefits and the taxes-you really
don't have any data on which to estimate what it is going to costwhen you get into something as unknown here as disability where
there is no reliable data, there is no determination of what is disability
under this bill, really, it is the wildest kind of gamble, you don't know
what it is going to cost. And I don't think anyone can appear here
and state it.
Senator KERR. I don't know of any estimate that in the next 15 or
20 years we are going to pay this much total.
Senator LONG. By the turn of the century you are supposed to have
a $200 billion fund.
Senator KEm. I have seen no figures to indicate that.
Senator LONG. Look at Mrs. Hobby's testimony.
Mr. CAPLES. My guess is that that fund would not be much bigger
than it is now. That would be my expectation.
To go on with the statement: Estimated expenditures for the next
few years are only slightly below estimated taxes despite the sharp
increase in the amount of these taxes. The pending bill would further
substantially increase taxes. As presently scheduled, the estimated
taxes for this and the next 4 years are some $36 billion-about the
total collected from 1939 through last June. But our estimated expenditure will be some $33 or $34 billion-it could easily equal or exceed
the taxes. The added benefits thus would require an immediate tax
rate increase.
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The Advisory Council will be faced with the fact that compared.
with matured obligations our OASI reserve is getting progressively
smaller. The former Chief Actuary of the Social Security Agency,
W. R. Williamson, states that a rather accurate rule of thumb estimate
of the net cost of paying the benefits of persons on the rolls at any one
time-cost of the total benefits to be paid discounted with interestis to multiply the total monthly benefit disbursement by 100. Compared to this cost our reserve has moved from a substantial plus to a
very large minus in the course of the last decade.
In 1945, monthly benefit expenditures were some $24 million, so
that total cost of future benefits for persons then on the rolls was
about 100 times this amount, or $24/o billion. The OASI trust fund
was $71/1o billion, so the bulk of it, some $47/0 billion, was available
for persons who thereafter came on the rolls.
In 1950, the monthly benefit payments were approximately $127
million, so the cost of benefits to be paid persons on the rolls was
some $127/10 billion. So it could be said that it still had about a billion
dollars left over for persons who would thereafter come on the rolls.
This was approximately $1 billion less than the OASI trust fund
of that year.
,June of 1955, the monthly amount of benefits was $384 million, so
the net cost of paying benefits to persons then on the rolls was some
$38 4/o billion. But the trust fund was only slightly over $21 billionrequiring nearly $19 billion in future taxes to pay this group.
The 1960 estimates are for monthly expenditures of some $610
million. Thus net costs of future payments for persons then on the
rolls will be some $61 billion-thirty-odd billion more than the estimated trust fund at that time. The estimated monthly expenditure in
the report on the pending bill would be some $720 million per month
in 1960. So costs for persons then on the rolls would be some $72
billion-forty-odd billion of which would have to come from taxes
paid after 1960.
I should like to be clear that these figures are not given by way
of criticism of OASI financing, for these are inevitable results of
the only kind of OASI tax schedule that is feasible. Instead, these
figures are called to your attention to illustrate the extent our OASI
benefits commitments even for persons actually receiving benefits,
must be liquidated by future taxes.
The present amount of accrued liability for benefits, in the ordinary
insurance sense, I understand, is estimated at considerably more than
our national debt-counting the present amount in the OASI trust
fund as part of the national debt.
This accrued liability is, of course, an incident of our decision to
1ay benefits to the present aged in, generous amounts related to their
average wage and dependency situation rather than on the actuarial
equivalent of their taxes-had the decision been to pay only what
the taxes would buy, this would have meant pennies per month
rather than dollars for the present aged.
It does mean, however, that mere than future employer taxes will
be required for carrying out the "social" part of OASI benefits, and
that consequently as Mr. Altmeyer pointed out, future beneficiaries
will not get their "money's worth" by way of individual protection.
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This will be increasing true of young people in general, particularly
the more successful, as their benefits are least in proportion to their
average wages and their OASI taxes.
We cannot expect to better the bargain of younger workers by further expanding benefits. Under the original law, persons covered
a lifetime were scheduled to receive $85 per month retirement-approximately the same per month as the scheduled maximum of $90
per yer in taxes. The benefit maximum is now $108.50, but the maximum scheduled taxes of self-employed is $252, more than twice
the monthly benefit. Even if the individual has a wife, his monthly
benefits are not nearly his annual social-security taxes.
We have established survivor benefits and scrapped the system's
original money's worth or money back guaranty to OASI taxpayers.
Dependent's protection is very valuable socially and also individually
to those with eligible dependents.
These benefits are the main selling point of OASI to younger
workers. But payments to widows and children, the one current
protection of all workers of all ages with children, is considerably
less than a sixth of total benefit payments. Over five-sixths to the
aged.
The pending bill proposes additional expenditures for older persons
greater than total widow and child benefits. Tables 5 and 6 in the
report on the pending bill will show that benefits in 1960 to disabled
past 50 and to women age 62 to 64 would be 0.65 percent of payroll, while benefits to surviving mothers and children would be 0.60
percent of payroll.
It is obviously of primary importance that the statutory council
must carefully evaluate OASI and the proposed changes from the
viewpoint of the fifty-odd-million regular or occasional contributors
under 40 years of age.
To industry, the problem of the disabled and the handicapped is not
a vague social problem. Nearly every employer at one time or another has come into personal contact with the serious problem of the
handicapped and the disabled.
For years the National Association of Manufacturers has been in
the forefront aisd has received Presidential awards for the results it
has achieved in encouraging the employment of the handicapped. As
far back as 1913-14, we advocated and worked for the enactment of
State workmen's compensation laws. We have been active in the
fields of health and safety, and were instrumental in the establishment
of the National Safety Council.
In setting forth our opposition to precipitate action on the pending
legislation, we want to make it perfectly clear that those who are permanently or totally disabled often do require assistance and that society has an obligation to assist those unfortunate people and their dependents.
As previously mentioned, many of our major companies in the past
several years have included provisions for permanent and total disability in their pension and life insurance programs.
Both labor and management have worked toward a solution to this
problem of disability, and it is one of the most difficult in human relations they have faced.
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Traditionally, we are attempting to secure the solution for this
phase of welfare at the source closest to the point of need and closest
to those that bear the cost-at the local plant and community level.
Now industry at this stage certainly does not profess to have all the
answers to this vexing problem of disability. It would, however, be
in a position to offer its facilities and its limited findings to date to
an Advsory Council of the Congress.
Would not such an arrangement which could help to produce data
on the origin of present benefit levels, methods by which disability is
determined, success of rehabilitation measures, and the sociological
problems encountered together with the experience of State and cominunity welfare agencies be of value for the Congress in determining
to what degree, if at all, the solution to the disability problem should
be found at the Federal level?
It is recognized that a frequently used device to delay pending legislation is the referral of the subject to a study committee even when
the subject has been under study for years. On this basis, the proponents of the proposed legislation will label the suggestion for study
by an Advisory Council as a trite repetition of previous recommendations and will charge that innumerable studies have already been made.
And we do not disagree that such studies have been made-we
readily acknowledge this. We merely point out what these studies
have revealed-that while the fund of significant information in the
general field of old-age security is increasing, the publication of pertinent data is amazingly meager.
And I might also add that the only figures that are available come
from the agency itself, and what other data are available and not
published no one knows who is not in the agency itself.
The proposed statutory Advisory Council is the key provision of
H. R. 7225. Such a Council would be in a position to initiate and
maintain data presently not available to interested parties and the
Congress.
This could be the means of obtaining data reflecting fresh viewpoints, reveal unknown sources of information leading toward the
solution of many problems now faced and promote understanding and
appreciation of the law which affects us in so many ways.
It is hoped that our recommendations added to the well-thought-out
statement that have been presented to this committee by the various
other witnesses have convincingly demonstrated the problems inherent
in the proposals of H. R. 7225. And we thank you for this opportunity to present our views and recommendations.
Senator KERR. Thank you for your statement.
Mr. Gordon C. Nichols.
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STATEMENT OF GORDON C. NICHOLS, COUNCIL OF STATE CHAMBERS
OF COMMERCE
Mr. NICHOLS. Mr. Chairman and members of the committee, my
name is Gordon C. Nichols. I am a corporate officer of Oglebay,
Norton & Co., Cleveland, Ohio.
This statement is presented on behalf of the social security committee of the National Council of State Chambers of Commerce. It
has been endorsed by 27 State and regional chambers of commerce in
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24 States, and I have been authorized to speak for those State organizations as well. A list of the State and regional chambers having
authorized this statement in principle is attached as appendix A.
(The appendix is as follows :)
APPENDIX

A

The State and regional chamber of commerce organizations for which Mr.
Nichols is testifying are:
Alabama State Chamber of Commerce
Arkansas Economic Council-State Chamber of Commerce
Colorado State Chamber of Commerce
Connecticut Chamber of Commerce, Inc.
Delaware State Chamber of Commerce
Georgia State Chamber of Commerce
Idaho State Chamber of Commerce
Illinois State Chamber of Commerce
Indiana State Chamber of Commerce
Kansas State Chamber of Commerce
Maine State Chamber of Commerce
Missouri State Chamber of Commerce
Montana Chamber of Commerce
New Jersey State Chamber of Commerce
Empire State Chamber of Commerce, Inc. (New York)
Ohio Chamber of Commerce
State of Oklahoma Chamber of Commerce
Pennsylvania State Chamber of Commerce
South Carolina State Chamber of Commerce
Greater South Dakota Association
East Texas Chamber of Commerce
South Texas Chamber of Commerce
West Texas Chamber of Commerce
Lower Rio Grande Valley Chamber of Commerce
Virginia State Chamber of Commerce
West Virginia Chamber of Commerce
Wisconsin State Chamber of Commerce

Mr. NICHOLS. For your information, the Council of State Chambers
of Commerce is an association of 30 independent State and regional
chambers of commerce in 27 States. Its purpose is to provide a
vehicle for the exchange of information and the coordination of action
on the part of the constituent organizations. The council as such does
not purport to have blanket authority to speak on behalf of the individual State chambers. Rather it works through certain standing
committees and by vote of authorized representatives of the State
organizations makes recommendations on subjects of common interest.
Each State chamber reserves the right to act independently upon
these recommendations.
In the field of social security, the council has for a number of years
had a standing committee, the membership of which has been made
up of businessmen who are members of the social-security committees
of a number of the member state organizations, State chamber staff
men who have responsibility for the social-security activities of their
organizations, and other businessmen who, through long association
with social-security problems, have come to be recognized as leaders
in the field.
I am appearing in opposition to the major proposals contained in
H. R. 7225 with the exception of the provision for extended coverage,
which we wish to endorse. We are concerned primarily, however,
with two provisions of this bill: The proposed reduction in the quali-
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fying age for women, and the proposal to pay benefits to those aged
50 or more who are permanently and totally disabled. The proposed
tax rate increase, of course, will be unnecessary if the other provisions
of H. R. 7225 to which we object are not enacted.
First, I would like to discuss the proopsed reduction in the eligi.
bility age for women.
It has been stated that wives are generally a few years younger
than their husbands. As a result, it is argued that men are being
forced to defer their retirement until their wives reach age 65 an
this
become eligible for a wife's old-age benefit. In order to avoid
wives
for
age
eligibility
the
that
concluded
is
it
assumed situation,
must be reduced to 62.
The most recent and authoritative study available which bears on
this line of argument was made by Mr. Robert J. Myers, Chief
Actuary for the Social Security Administration. His analysis, reported in the December issue of the Social Security Bulletin, indicates
that on the average the wives of men who are 65 or older are indeed
a few years younger than their husbands. However, this study also
shows that "only 2 percent of all workers who retired apparently had
deferred their retirement until the wife reached 65. For the remaining 98 percent of the cases the receipt of benefits by the wife had no
effect." Mr. Myers' study appears to demolish this argument for
lowering the eligibility age for wives.
With regard to providing an earlier retirement age for women
workers, we believe it is important to note that the trend is for individuals to continue in employment as long as possible. In industrial
pension plans, for example, there is a growing tendency toward setting
a later, rather than an earlier, retirement age for both women and
men. Another indication of this fact is that female workers, on the
average, do not begin to receive OASI retirement benefits until 671
years of age, and male workers not until age 68. Perhaps equally
significant is the fact that in recent years only about two-thirds of the
insured persons in the ages 65 to 74 who have qualified or who could
qualify for old-age benefits actually have been drawing them. At least
in part, this trend stems from a growing recognition that most individuals can lead, and desire to lead, mentally and physically active
and productive lives longer than was generally believed possible in
the past.
Today the medical profession, sociologists and specialists in geriatrics are agreed that continued activity in productive work, where
physically possible, is in the best interests of the individual and
society. Indeed, as you know, the Federal Government and many
State governments are now supporting programs to encourage the
employment of older workers. We believe that Congress should consider very carefully the social and economic implications of any reversal in this current thinking.
Almost certainly any change would have a direct impact on private
pension plans. Most such plans, on which millions of workers now
depend for additional old-age security, are integrated with OASI
and provide retirement for female employees at age 65. If a lower
retirement age for women is established under OASI, it can scarcely
avoid being reflected in these private retirement plans. This possibility cannot be lightly dismissed, particularly by employers who are
committed to long-term plans involving billions of dollars and the
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future security of their employees. Equally important is the fact that
uncertainty about a factor as vital as the OASI retirement age is a
deterrent to the establishment of new industrial pension plans.
In addition to the added cost of providing private pensions at age
62 to women employees, an even more disturbing problem must be
faced should this proposal be adopted. Age 65 has been accepted
almost universally as a logical starting point for the payment of OASI
retirement benefits. If this pattern is broken by establishing a lower
retirement age for women, we believe that change would encourage
unsound demands for even further reduction in the OASI age limit.
To the best of our knowledge, no valid rationale has been advanced
for the selection of 62 as the age at which women should be able to
collect OASI benefits. Consequently, we wonder whether any age
under 65 (or even under 62, if H. R. 7225 should be enacted) could
not be advanced equally well as the "correct" eligibility age? Furthermore, if the eligibility age for women is reduced is it not inevitable that efforts would be made to secure a similar reduction in the
eligibility age for men? Certainly, in a social-insurance program
which purports to pay benefits as a matter of right we can find little
justification for discriminating between the sexes. Since a number of
bills have been introduced in both the Senate and the House of Representatives proposing an eligibiltiy age of 60, such fears do not appear
to be entirely groundless.
Further, we feel that a reduction in the retirement age would be
detrimental to the economy of this Nation. The country would be
deprived of the skilled and dependable productivity of those older
workers who, voluntarily or otherwise, left the labor market. This
loss in productivity would have to be assumed by those remaining in
the work force. In view of the rapidly increasing percentage of our
population in the over-age 65 category, any voluntary reduction in
the productive work force would seem to be most unwise.
A more direct and measurable burden that would be borne by practically every person in this country is the additional cost of the OASI
benefits themselves. The published estimates show that the proposed
reduction in the eligibility age for women would cause an immediate
rise in benefit expenditures of almost one-half a billion dollars a year.
By 1970, only 15 years in the future, the cost of these additional benefits would be in excess of $1 billion annually. On a level premium
basis this would require an additional tax of well over one-half percent
of payrolls. It will be recalled that this committee in the past rejected
similar proposals as being too costly. Due to liberalizations in the
benefit formula and in benefit amounts that have been enacted since
then, the amendment advanced in H. R. 7225 would be even more
costly than those previously rejected.
The second provision of H. R. 7225 which I would like to discuss
is the proposal to pay benefits to individuals 50 years of age or older
who are permanently and totally disabled.
Our first concern with this proposed change is the lack of valid information and statistical data about such long-term disabilities.
What is the actual incidence of permanent and total disability? What
is the average duration of such disablements? What are the causes?
What are the possibilities of rehabilitation?
At present there are no satisfactory answers to these questions.
Virtually the only available data is that accumulated by the insurance
7 3 192-56--Pt.
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companies based on their experience with permanent and total dis.ability benefits during the 1930's and 1940's. These data are based
only on experience with a highly select group, a group which normally
,could be expected to show a low rate of disablement. Unfortunately,
therefore, it fails to provide any real basis for evaluating the effect
of a disability benefit program designed for everyone covered under
OASIS .
In view of this relative dearth of actuarial data, there is considerable
doubt about the accuracy of the cost estimates which have been applied
to the disability benefit provision. Indeed, in the House of Representatives Report No. 1189, designed to accompany H. R. 7225, the
'committee majority indicated its own doubts about the estimated cost
,of this provision. We cannot help but question the wisdom of initiating a proposal when the proponents themselves suggest that costs may
'have been understated.
This is a matter of some importance as the projected level of tax
rates required to finance the OASI program proposed in H. R. 7225
are so high as to have raised serious questions about their impact on
the future of the program and on the economy.
Furthermore, we wonder on what grounds Congress would justify
the payment of permanent and total disability benefits to a person
aged 50 while continuing to deny such benefits to a person with the
same work record but who was less than 50. Would not the inevitable
result of enacting this provision be the payment of permanent and
total disability benefits regardless of age? As a matter of fact, we
have noted that legislation has already been introduced which would
provide such benefits for any person who can meet certain minimum
-coverage requirements.
In 1954 the Social Security Act was amended to allow the freezing
of old-age and survivor benefit rights for individuals who became permanently and totally disabled. Although a year and a half has
elapsed since this amendment was enacted, State and Federal officials
in some instances have not yet reached complete agreement on the
administrative procedures and proper controls required for the suc,cessful operation of this provision of the law. Certainly the medical,
the administrative, and the control difficulties inherent in a program
providing for the immediate payment of cash disability benefits are
far more serious than those involved in a mere freezing of rights
to a benefit due at some distant future date.
If for no other reason, we believe it would be a mistake to become
engaged in paying disability benefits as a matter of right without
first having the advantage of successful operating experience with the
comparatively more simple problems of the freeze provision.
We also wonder whether sufficient consideration has yet been given
to the impact of paying cash disability benefit on the rehabilitation of
individuals. The primary objective of any social program for the
disabled should be rehabilitation and the return of the individual to
productive work. Any cash payments should be designed to promote
rather than retard the attainment of physical and economic rehabilitation. A monthly income that accrues as a matter of right, and that
is indicative of a hopeless condition, may well prove to be a serious
obstacle to successful rehabilitation. There is a question in our minds
whether experience in State workmen's compensation systems has not
shown that unlimited duration of benefit payments is a deterrent to
.
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rehabilitation. In this connection, would it not be more advisable to
expand and improve the existing State and Federal rehabilitation programs? It would be unfortunate, in our opinion, if the possibilities
and advantages of rehabilitating those who are disabled were not fully
explored before emphasizing an alternate approach.
There is, of course, no question about the fact that a cash income
must be provided those permanently and totally disabled individuals
who are without other sources of income. However, title XIV of the
present Social Security Act now provides assistance payments for this
purpose. We believe this is the proper approach to this social problem. In our opinion, the problems of those permanently and totally
disabled are particularly suited to state and local solution. An individual case study is virtually a necessity when permanent total disability occurs.
The need of individuals in such instances is subject to wide variation,
not only with respect to their basic economic requirement, but also
in the medical and psychological aid needed. We believe such problems can be resolved properly only by using an individual case approach as the requirements of each case can be better established by
local case workers who can become completely familiar with the individual's problems, abilities, and needs. When need is not solely, or
largely financial, a benefit program is less adaptable to the requirements of the individuals involved.
In concluding this presentation, I would like to emphasize two

points. First, we are concerned with the merit of the existing proposals for lowering the eligibility age for women, and the payment of
disability benefits. Second, we are deeply concerned because these
provisions carry within them the seeds from which will spring demands for additional liberalizations involving further costs. We respectfully request that this committee consider not only the direct
impact of these provisions of H. R. 7225, but also the implications
they hold within them for the future.
Thank you.
Senator KERR. Thank you, Mr. Nichols.
Mr. Paul Badger.

STATEMENT OF PAUL L. BADGER, NATIONAL CHIROPRACTIC
ASSOCIATION, WASHINGTON, D. C.
Mr. BADGER. Mr. Chairman, while I have a comparatively brief
statement, I am very conscious of the fact that it is still probably too
long under the circumstances.
Senator KERR. I must say to you that it is not so as far as I am
concerned.
Mr. BADGER. I appreciate very much your patience and that of Senator Bennett in staying this long and hearing us all out.
My name is Paul L. Badger. I am a practicing attorney, with
offices at 501 Perpetual Building, Washington, D. C.
Senator KERR. I want to say this: It is a development of some significance that a practicing attorney would come before us with a statement of comparative brevity in relationship to those of the others not
of the profession. Being of the profession, I had always accepted as
more or less a matter of course the evidence and the feeling on the part
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thing jo
of the people that nobody could take longer to say any given
than a practicing attorney.
And in view of the fact that you give us as an example of the con.
trary viewpoint, I must say that I appreciate it.
mistake-i
Ip
Mr. BADGER. I suppose I made the may
I interrupt to identify Mr.
Chairman,
Mr.
BENNETT.
Senator
Badger as the administrative assistant of my predecessor. He probably has sat through a good many long Senate hearings and learned
th
the opposite lesson in the process.
Mr. BADGER. Thank you.
Senator KERR. I want to say that that was not calculated to appear M
critical, because I think we have had some very fine and worthy and
valuable statements this morning.
De
All right, Mr. Badger.
Mr. BADGER. I appear before you today as an official spokesman for too
the National Chiropractic Association, with headquarters located in me
IT
the National Building, Webster City, Iowa.
The National Chiropractic Association was established to serve the s
professional interests of doctors of chiropractic, to promote the science icR
F
and art of chiropractic and the betterment of public health. According to a recent survey, there are today approximately 22,000 chiro- lon
practors practicing in the ITnited States. Approximately 8,000 of this tha
s
number, or 36 percent, are members of the National Chiropractic
an
Association.
Chiropractic is the second largest branch of the healing arts. The
National Chiropractic Association is vitally interested in any issue thy
affecting the welfare of its members or the interests of the profession the
as a whole. We are particularly interested in those provisions of
H. R. 7225 which would extend the coverage of the Social Security Act I"
to certain professional groups, including chiropractors, who are pres- de
ently excluded. We understand that medical doctors comprise the
only professional group which would continue to be excepted from me
hi
coverage under the proposed amendments.
One of the most interesting aspects of this hearing has been the
development of the striking change which has occurred in the attitude thi
of some of the self-employed professional groups during the past few
years toward extended social-security coverage.
llt
When the social security system was established, the vast majority
of professional people, if we can believe their spokesmen, were un- ji
alterably opposed to coverage in any form. Earlier decisions to exclude the self-employed were based partly on this opposition and
partly on the expectation that there would be administrative diffi- ti
culties in collecting contributions and obtaining wage reports for these
groups. After nearly 20 years of experience, however, we know that
these latter difficulties seem far less formidable today than they did
when the social security system was new and its administrative organi- li
zation was undeveloped" and untried. Equally evident is the fact
ti
that hard-core opposition to the extension of coverage to professional
6
groups has gradually dissipated during the past decade, and in recent
months has largely disappeared in important instances.
S
This trend was charted by Dr. Emmett J. Murphy, of Washington,
D. C., who is director of public relations for the National Chiropractic Association, in an interesting article which appeared in the NCA
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Journal for July 1955, and entitled: "How Social Security Coverage
Would affect the Chiropractic Profession."
Dr. Murphy has pointed out the fact that the major professional
groups, the doctors, the lawyers, and the dentists, all originally occupied a strongly defended frontline position of outright opposition to
social security coverage in anv form. However, as our experience
under the act has accumulated, and coverage has been extended in an
ever-widening circle to include other self-employed groups, some of
the professional associations under the pressure of growing acceptance
upon the part of their own membership, have found it necessary to
make a strategic retreat to another prepared position, consisting this
time of qualified acceptance on a voluntary basis.
Although the American Medical Association and the American
Dental Association apparently have not changed the official stand they
took in opposition to compulsory coverage at the time the 1954 amendments to the act were considered, there is increasing evidence that they
are experiencing the same ground swell of sentiment in favor of social
security protection which led to the recent shift of policy by the American Bar Association.
For example, an editorial which appeared last year in Medical Economics, one of the most widely read medical journals, pointed out
that in 1952, almost half (45 percent) of 8,000 surveyed physicians
said they wanted social security, while only 2 years later, in 1954,
another survey indicated that more than half (54 percent) wanted
social security. In noting this trend, the editorial went on to suggest
thatthe AMA might well stand beside the American Bar Association in fighting for
voluntary social security. With this shift of emphasis, optional coverage might
become a reality. Without it, compulsory coverage could be fastened on us
despite our protests.

It is now, of course, quite evident that any such hope of some elements of the medical profession of making a common stand with the
bar association for coverage under the act only upon a voluntary basis
proved to be a rather fleeting one, since the bar association paused at
this way station only very briefly. For although the ABA had testified in 1954 that "there is no sound reason for compulsory coverage of
a group against their expressed wishes," its board of governors shortly
thereafter recommended that the association favor voluntary coverage
under the Social Security Act for lawyers.
And now, within the past week or 2, as you know, we have seen the
culmination of this trend in ABA policy in its report to this committee
that a current poll of its membership is running heavily in favor of
compulsory coverage, if coverage cannot be obtained on an optional
basis. In'this connection, I was happy to note that our own bar association here in the District of Columbia unanimously endorsed compulsory coverage for lawyers.
There is every reason to believe that a similar cycle of sentiment on
this subject is running in other professional organizations. In introducing a bill last year to extend compulsory coverage to members of
the dental profession, Senator Styles Bridges claimed that in some
States rank-and-file dental sentiment ran 8 to 1 in favor of extended
coverage.
And I believe that Senator Bridges' comment is certainly borne out
by the recent testimony before the Congress of Dentists on OASI.
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I have alluded here to the position taken on this issue by the professional groups mentioned above for several reasons. First, to empha
size by contrast the fact that the National Chiropractic Association
heretofore has never taken an official position, either for or against,
relative to the extension of social-security coverage to its membership.
I am further informed that the NCA has never sought to influence
the sentiment of its membership on this issue.
Second, by analogy, I believe that there has occurred the same shift
of opinion and trend of acceptance among the NCA membership that
has been so evident among other self-employed professional groups.
This is evidenced by a comparison of prevailing sentiment today with
the results of apoll of some 4,600 NCA members on the social-security
issue announced less than a year ago.
Of the replies received, 1,895 voted in favor of social security on a
voluntary basis; 581 voted in favor of social security on a compulsory
basis; 415 voted against social security (but on a voluntary basis if
available at all) and 61 voted against social security.
Third, I am authorized to report to you that the prevailing sentiment today of the National Chiropractic Association is similar to that
expressed by the American Bar Association-i. e., if coverage on an
optional basis not available, a large majority of -NCA's membership
are in favor of compulsory social-security coverage as contemplated by
H. R. 7225.
The National Chiropractic Association has always defended the
traditional freedom of choice which is so cherished by all Americans.
If given all the facts, we believe that the majority of the American
people will always make the right choice. Under the present circumstances, however, we believe that the members of all the self-employed
professional groups should be frankly informed that they are not
confronted with a choice between voluntary coverage and compulsory
coverage under the Social Security Act. The only choice available-and it seems to me this is the important point-and the only choice
which the Congress will ever be in a position to equitably offer to those
segments of our population who are presently not covered by the act,
is the choice between compulsory coverage and no coverage at all.
This is true, as everyone who has nade a study of this subject
knows, and as pointed out by the study of the Advisory Council on
Social Security in its report to this committee in 1949, because voluntary participation by any substantial group of persons would have
serious effects upon the program's solvency, and financial integrity.
For, as the report so succinctly states:
The history of voluntary social insurance indicates that those who most need
the protection seldom participate. Usually, the persons who choose to participate are those who can expect a large return for their contributions and who
can easily spare the money. We see no justification whatever in offering insurance protection at extreme bargain rates to a select group, consisting primarily
of those who recognize the opportunity for a bargain and are well able to take
advantage of it, and in requiring the covered groups as a whole to bear the
cost of the difference between what the select group pays and what it receives.

Mr. Chairman, I believe that the members of the chiropractic profession recognize the logic and the truth of this statement, and I am
confident that if it could be made equally evident to all of the members
of the other groups similarly affected by the extended coverage provisions of H. R. 7225, they would join with us in urging the favorable
action of the Senate on this legislation.
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I thank you, in behalf of the National Chiropractic Association, for
your courtesy in permitting me to present this statement for your
consideration.
Senator KERR. Thank you, Mr. Badger.

And I must say that I think you have given us an accurate picture
of the situation.
Senator BENNETT. Just for the record, when you say at the end of
your statement, Mr. Badger, that you join other groups in urging
favorable action by the Senate on this legislation, you are limiting
your testimony only to the extent of coverage?
Mr. BADGFR. I am glad you made that comment, Senator. That is
certainly true. That is the only question, that of extended coverage,
that we have directed our statement toward.
Senator KERR. The committee will recess until 10 o'clock tomorrow.
(By direction of the chairman, the following is made a part of the
record:)
STATEMENT OF MISSOURI STATE CHAMBER OF COMMERCE
Missouri chamber policy on lowering age requirement and disability provisions
The following policy statement was approved by the Missouri State chamber
board of directors representing the chamber's statewide membership on January
20, 1956, upon recommendation of the chamber's social legislation council which
is composed largely of men who handle social security and retirement matters
for their respective companies:
The Missouri State Chamber of Commerce believes that the following
proposed amendments to the Social Security Act are not in the interest of
the worker, the employer, the aged, or the economy:
(1) Lowering the age at which any group can qualify for old age beneis not in the public interest to induce workers to quit earlier in
fit.-It
life. In fact, as the life span increases older persons should be encouraged to
continue in employment, at lighter work than previously, if necessary. The
result will be to make the older persons more contented and the economy
will benefit from their employment.
(2) Permanent or temporary national disability benefits in any form.The disability problem can best be handled by private enterprise and State
and local governments rather than by the National Government.
How the bill would affect Missouri and Missourians
The Missouri State chamber of course is especially concerned about how this
bill would affect the State and the people of Missouri.
First, it should be noted that Missouri, under the present aid to permanently
and totally disabled program, is making average payments almost as large as
the Federal old-age benefits paid to Missourians. According to the September
1955 Social Security Bulletin, published by the United States Department of
Health, Education, and Welfare, the average Missouri payment to recipients of
aid to permanently and totally disabled as of June 1955 was $51.91 whereas the
latest figure reported for the average Federal old-age benefit paid to Missourians
was $56.62 as of December 31, 1954. Also, experience with the Missouri General
Assembly indicates that public assistance benefits are likely to be increased next
year.
The Missouri and other State legislatures are in a better position to determine
the needs of their aged people and their disability better than those who must
spend most of their time in Washington. Then, too, the financial condition of
the Missouri State government is much better than that of the Federal Government.
The proposed amendment which gives State officials the difficult job of determining disability would permit some shifting of State public assistance disability
costs to the Federal social security fund. However, this would certainly lead
to a demand for greater Federal control, which would not be in the interest of
Missouri or the other States.
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Continued reliance on private enterprise, State assistance programs, and
rehabilitationis best
The need for economic assistance as a result of aging and disability should
be met to the full extent possible by private insurance, both individual and group.
To the extent that private insurance cannot meet these needs, the gaps
should be filled by private charity and State public assistance. Continued
reliance on State assistance programs is less likely than ,-ocial insurance to
create a feeling on the part of the recipient that it is permanent as a matter of
right, and hence is less likely to discourage rehabilitation.
The best answer for the aged and the economy is continued employment at
suitable jobs. Surveys indicate that this is what most aged persons prefer.

BEVERLY HILLS CHAMBER OF COMMERCE AND CIVIC ASSOCIATION,
Beverly Hills, Calif., January23, 1956.
Hon. HARRY FLOOD BYRD,
Chairman, Senate Finance Committee,
Senate Office Building,
Washington, D. C.
DEAR SENATOR BYRD: At a regular meeting of the legislative affairs committee
of this association, held last Wednesday, January 18, a report on proposed Social
Security Act amendments affecting old-age and survivors insurance (OASI) was
presented for discussion and action by a subcommittee on personal security.
The unanimous opinion of the members of this committee indicated that certain changes proposed in H. R. 7225 (Cooper bill) are not only quite broad in
scope, but appear by their implications to differ radically from what members
of the Beverly Hills Chamber of Commerce legislative affairs committee believe to be sound basic policies with respect to social security.
The attached report includes a brief description of each change proposed under
H. R. 7225, the probable results and effect of such change, and, finally, this
committee's recommendations with respect to all changes proposed in the bill.
We respectfully request an answer from you personally as a member of the
Senate Finance Committee before whom, we understand, hearings on H. R.
7225, Social Security Amendments of 1955, began on Monday, January 23, 1956.
The executive committee of this association wishes to emphasize the statement contained on page 5, paragraph 2, of the attached report: "We feel that
the social-security program is rapidly snowballing into a gigantic giveaway
without due regard to the future economic impact of millions of people receiving
billions of dollars derived by continual increases in taxes. We are opposed
to the major amendments of the Cooper bill-decreasing the age limit for
women-extended disability benefit-increase in the tax rate. We are in favor
of increasing the coverage to include as much of the population as practical.
We are in favor of the disability benefits for children beyond the age of 18.
We are in favor of the Jenkins bill to make annual returns instead of quarterly
because we feel this will somewhat alleviate the pressure of Government bookkeeping now done by private enterprise. Finally, this committee heartily recommends that a fresh, statesmanlike approach to the whole social-security
problem be undertaken before any further changes are adopted."
Respectfully yours,

o

h.

he
t

C

J. B. EDWARDS, Secretary-Manager.
CHANGE

I. Payments of benefits to women commencing at age 62 instead of present
age 65.-Includes women workers, wives of workers, widows of workers, and
mothers of deceased workers.
RESULT OF CHANGE

1. During first year $400 million in benefits would be paid to additional
800,000 women.
2. During first year another 400,000 women who are working could receive
benefits when they or their husbands retire.
3. After 25 years 1,800,000 additional women would be receiving $1,300 million
per year.
4. Reduction in qualifying age would add $15 billion in the value of survivor
protection of insured workers in the next year.
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5. Reduction of age would aid: (a) 400,000 wives of retired workers; (b)
175.000 widows and mothers of deceased workers; (c) 650,000 workingwomen.
COMMENT

1. Adds overwhelming amount in face value to survivor protection.
2. Benefits only 3 out of 10 couples where husband is retired (survey report
of Chief Actuary of Social Security Administration).
3. Would upset private industrial pension plans which are geared to retirement age 65.
4. Private industry would probably reduce retirement age to 62 for all, which
would be detrimental to the hiring of older people.
5. Reduction in age not consistent with lengthened life span. (Women, on
the average, live longer than men.)
6. Reduction of retirement age would have no significance in alleviating the
problem of women widowed at 45, 50, or later.
7. Opens the door for further reduction in retirement age for all, thereby
increasing the financial burden of benefits payable.
8. In 1949 House committee rejected age reduction as too costly.
CHANGE

II. Extended disability benefit.-Provide monthly cash payment (after 6
months waiting period) for all persons 50 or over who are unable to work
because of physical or mental impairment of "continued and indefinite duration."
RESULT

1. During first year 250,000 workers would receive $200 million.
2. After 25 years 1 million disabled workers would be receiving $860 million
per year.
COMMENT

1. Would possibly interfere with rehabilitation program.
2. Overlaps benefits of workmen's compensation, unemployment insurance,
temporary disability programs of some States, and to private disability and
voluntary health-insurance programs.
3. Would be a long step toward "cash benefits for temporary disability" and
be somewhat of a piecemeal step to socialized medicine and a compulsory
health-insurance plan which would have to be instituted to pay for the increased
benefits. (Rejected by the Senate in 1949 as too costly.)
CHANGE

III. Extension of coverage.-To include all lawyers, dentists, osteopaths,
chiropractors, veterinarians, naturopaths, and optometrists, certain farm owners who receive income under share-farming agreements, employees of Government, turpentine and gum naval stores production, employees of TVA and Federal home loan banks.
RESULT

1. Provide OASI to approximately 233,000 persons mainly self-employed professional persons (except physicians). This is an addition to contributing
members of the Armed Forces covered in a House bill which passed last July 13,
and which was requested by the President.
COMMENT

1. Coverage should be extended to include as much of the population as
practical. (At present 9 out of 10 individuals are covered.)
CHANGE

IV. Children's disability benefits.-To continue benefits for permanently and
totally disabled children and their mothers beyond the age of 18.
RESULT

1. 1,000
benefits.

disabled children

over 18 would became eligible for immediate

706

SOCIAL SECURITY AMENDMENTS OF

1955

2. 500 children reaching 18 would be added each year.
3. Eventually 5,000 children and their mothers would receive $2 million to
$3 million a year.
COMMENT

1. Would aid those unable to be gainfully employed.
2. Cost is relatively small.
cHANGE

V. Raise the tax rate on worker and employer (up to $4,200 per year) by
one-half percent in 1956, 1960, 1965, 1970, and 1975 when rate is supposed to level
off at 41/2 percent for each.1 Tax for self-employed will rise to 33/ percent in
1956, 41 2 percent in 1960, 5 /' percent in 1965, 6 percent in 1970, and level off at
6% percent in 1975.
RESULT

1. Increase collections to $6,400 million the first year.
Trend of social-security taxes (percent of wa-ges up to $I,200 per year)
Cooper bill

Present law

Year
Employer
1955
---------------------------

1956-59 ---------------------1960-64 ----------------------

1965-69 ----------------------1970-74 .32
75 and after-----------------

Worker

2
2

2
2

2
3
4

Self-Employer
Worker
employed Employer

2!/
3
3M
4

Self-

Worker

employed

3
3
3%

2

5Y4

3,

6

4

6

442
6

21'

3

32

2
24

3

%

3
3y

5

COMMENT

1. Would reduce consumer buying power.
2. In some cases would actually exceed income tax.
3. Doubtful that this raise would be the end as present social-security taxes do
not yet cover the ever-increasing contingent and partially accrued liability.
SUMMATION

A study of the social security picture reveals that increase in benefits have been
accomplished in every congressional election year since 1949. Every change has
been politically attractive. It is readily apparent that social security has
departed from the once-sensible scheme of basis help for the aged and needy to
the point of becoming a political football with both sides passing. Little more
than token opposition has been stirred up over the previous changes because
nobody likes to take potshots at Santa Claus. However, the program, under the
repeated ministrations of Congress, is expanding so fast it is rapidly approaching
a point where it will become a heavy burden on the taxpayer. In mid-1950, some
2.9 million citizens were receiving an average benefit of $21 per month from OASI.
By June of 1954 this list had grown to nearly 6.5 million, an increase of 125 percent, and payments had jumped to an average of over $50 per month, an increase
of 250 percent. There is at present a surplus of some $22 billion, but the current
and future obligations far exceed the surplus.
RECOMMENDATIONS

We feel that the social-security program is rapidly snowballing into a gigantic
giveaway without due regard to the future economic impact of millions of people
receiving billions of dollars derived by continual increases in taxes. We are
opposed to the major amendments of the Cooper bill-decreasing the age limit for
women, extended disability benefit, increase in the tax rate. We are in favor of
increasing the coverage to include as much of the population as practical. We
are in favor of the disability benefits for children beyond the age of 18. We are
in favor of the Jenkins bill to make annual returns instead of quarterly because
we feel this will somewhat alleviate the pressure of Government bookkeeping now
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done by private enterprise. Finally, this committee heartily recommends that a
fresh, statesmanlike approach to the whole social-security problem to be undertaken before any further changes are adopted. In support of this recommendation -we submit a statement of seven of the members of the House Ways and
Means Committee who submitted their views as part of the report of the Ways
and Means Committee to the House:
"We do not believe that our committee has discharged its obligation to either
the Congress or to the American people by its brief and closed-door consideration
of this vital legislation. We have sought to point out the grave social and economic implications of the bill. We have dwelt at some length upon the staggering
ultimate costs of this developing program because we do not believe that either
the Congress or the public has any conception of its magnitude.
"It is our earnest hope that the questions we have raised will lead thoughtful
citizens everywhere to search for the answers. The social security system was
created to give our people confidence and faith in their future. It should be
above politics."
We are of the opinion that these changes would further involve the Government
in competition with private enterprise and set a precedent for gradually increased
benefits which would eventually have all wage earners looking to the Government
for all health and welfare benefits and all security thereby eliminating the
primary concept of "industry and thrift for security."
Your subcommittee on personal security acknowledges its indebtedness and
expresses its thanks and appreciation to Committee Member Marvin H. Newman
who conducted the research on this project and who prepared this report.

Los ANGELES CHAMBER OF COMMERCE,
Los Angeles, Calif., July 20, 1955.
Hon. HARRY FLOOD BYRD,
Chairman,Senate Finance Committee,
Senate Office Building, Washington 25, D. C.
DEAR SENATOR BYRD: The Los Angeles Chamber of Commerce has consistently
withheld endorsement of the social-security system and has, in the past, opposed
broadened coverage, liberalized benefits, and a widened tax base. We are deeply
concerned over fundamental defects of the system and the philosophy on which
it rests.
It is our opinion that the responsibility for providing for future personal
needs rests primarily with the individual. This concept must be constantly
fostered if the individual is not to become more dependent upon the Federal
Government to solve all his problems-a trend which we believe could lead to
the destruction of our tradition of individual initiative.
In addition, the entire social-security structure is based on unrealistic financial
concepts. Major defects of the system are summarized as follows: OASI is not
an insurance program; there is no real reserve fund and no program for protecting future excess income; benefits and contributions are badly out of balance;
and future costs are sure to rise sharply.
With respect to the House-passed proposals under consideration which would
broaden coverage, lower the benefit age for women and add coverage for permanently and totally disabled workers, we wish to point out our belief that
broadened coverage and heavier benefit commitments are dangerous and could
well he disastrous to the system. Lowering the benefit age for women could
result in unanticipated cost increases and, therefore, less adequate benefits for
those in need. While we are sympathetic with the plight of disabled persons, we
believe it would be wrong to divert to this purpose social-security tax revenues
and trust funds which have been collected for and previously committed to
old-age benefits.
These changes would compel Congress to increase taxes on the productive
workers and employers in order to protect the benefits now being paid to some
7 million individuals, as well as the many millions who look forward hopefully
to receiving social-securify benefits in their old age.
We believe sincerely that coverage and benefits should not be further liberalized until the commitments and implications involved are fully understood
by all. We respectfully urge your opposition to these broadening amendments.
Sincerely yours,
CARL P. MILLER, President.
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STATEMENT OF THE NATIONAL COAL ASSOCIATION

The National Coal Association is the trade organization of bituminous coal
mine owners and operators, representing in its membership the producers of
more than two-thirds of the Nation's commercial bituminous coal.
The association believes that the amendments to the Social Security Act proposed in H. It. 7225 would impose on the economy a burden out of proportion to
the benefits which would be derived therefrom. For this reason, we urge the
rejection of H. R. 7225.
The principal cost item contained in H. R. 7225 is the reduction of the benefit
age for women from 65 to 62. The coal industry does not employ women in its
production forces, and the number of women employed in office work in the coal
industry is therefore a relatively small percentage of the total number of employees. Consequently, the employees of the coal industry would receive comparatively small benefit from the proposed amendment-limited primarily to
earlier benefits for widows and dependent wives. Nevertheless, the cost of the
proposed amendment would fall more heavily upon the coal industry than it
would upon many of the industries whose employees would receive proportionately higher benefits.
This cost impact arises out of the fact that the coal industry is a high-laborcost industry. More than 60 percent of the sales dollar represents a direct labor
cost in the coal industry, and this is far in excess of the amount of labor cost
which exists in the case of coal's principal competitors, oil and natural gas. As
a result, increased payroll taxes fall more heavily upon the coal industry and
its employees than upon the competitors of the coal industry.
Numerous witnesses have already testified before this committee that a reduction in the benefit age of women is not warranted, for a number ,)f reasons,
including the established fact that women as a class have a longer life expectancy than men. It has also been pointed out to this committee that the
accrued liability under the social-security program already represents a future
burden so large that it may well be too great for the economy to bear.
We wish to point out that a reduction in the benefit age for women would
cause considerable pressure for a corresponding reduction in private pension
plans. Eventual capitulation to that pressure would necessarily mean that the
national economy would have to bear the additional cost in private pensim plans
as well as the large cost represented in the social security program itself.
H. R. 7225 would also provide disability benefits at age 50, which appears to
be a worthwhile proposal. However, the bill fails to provide adequate machinery
for the determination of disability. The probable consequences of this failure
have been set forth in considerable detail by previous witnesses. We wish to
suggest that the economy may e able to provide disability benefits on a limited
scale for the permanently disabled, but we believe that this can be done only
if such benefits are coupled with a needs test in order to reduce the overall cost.
A needs test may be inconsistent with a fallacious assertion that social security
is insurance bought and paid for, but it would not be inconsistent with the true
facts-the social-security program is not insurance bought and paid for, but an
accumulation of future liability far in excess of current income.
In the past we have pointed out to Congress that a heavy direct payroll tax
tends to reduce employment where a high-labor-cost industry is in competition
with a low-labor-cost industry. It appears that the direct payroll tax on the
employee is necessary in connection with the social-security program because it
represents a check upon demands for benefits in excess of the ability to payat least, it will represent such a check when the scheduled tax increases approach
more nearly the accrual of future liability.
However, we believe that Congress should give serious consideration to possible methods of alleviating the impact of heavy direct payroll taxes upon highlabor-cost industries. Where labor cost in a given industry is substantially above
the average labor cost for industries generally, a formula can be devised which
would reduce the employer contributions in the high-labor-cost industry to a
point near the general average of employer contributiQns based on sales volume.
Such a provision would reduce the competitive inequity against high-employnent
industries caused by the ever-increasing burden oif direct payroll taxes.
BRICE O'BRIEN,
Assistant Counsel.
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WINSTON-SALEM CHAMBER OF COMMERCE, INC.,

Winston-Salem, N. G., February21, 1956.

Hon. SAMUEL J. ERVIN, Jr.,
Senate Office Building, Washington, D. C.
DEAR SENATOR ERVIN: The board of directors of the Winston-Salem Chamber
of Commerce upon suggestion of the chamber's governmental affairs committee
recommends that no further extension of social security be made until a bipartisan committee has studied the implications of each of the proposals.
The board of directors has taken no position on the broadening of the program
to cover additional people. However, they are concerned with the extensions
providing lowering of age requirements for women, the lowering of age requirements for the disabled, and the provision for the dependent disability cases.
Their concern is based on the thought that the costs of these extensions will
be much more than anyone realizes.
The board of directors believes that a bipartisan committee should make a
careful study of the actual costs of these provisions now and in the future and
that the people should be thoroughly informed about these costs prior to taking
action on the extensions.
Your consideration of this recommendation is earnestly requested.
Very sincerely yours,
GEORGE L. IRVIN, Jr., President.
STATEMENT OF CHARLES C. FICIITNER, EXECUTIVE VICE PRESIDENT, BUFFALO CIJAMBER OF COMMERCE, SOCIAL SECURITY LEGISLATION

Proposals further to liberalize the provisions of the Social Security Act should
not be enacted without extensive actuarial study and full public hearings.
The Buffalo Chamber of Commerce is opposed to portions of the bill now before
the Congress for several reasons:
1. Inasmuch as OASI is not intended as an annuity contract such as that
purchased from private insurance companies, and inasmuch as benefit payments
are augmented in most cases by private pensions and individual savings, the
continued attempt to liberalize payments is not in accord with the original intent
of the act of providing a subsistence base for the needs of old age.
2. Continued increased costs of the system, resulting from further liberalization, tends to impair the national economy by leading to the threat of still more
inflation. Without sound money and controlled Federal finances there can be
no real security for the aged or for any other citizen. The main objective is
to assure stable buying power of the old-age benefits on the scale now promised
to workers and taxpayers presently making payments into the system.
3. The lowering of the age of women from 65 to 62 for the receiving of OASI
benefits would remove many workers, male and female, from the labor market
where they are now usefully and happily employed and where they are essential
to a productive economy.
4. There is no necessity for disability coverage under the social-security insurance system. There are many private and public programs now available
for such insurance. Under a federally administered program there are many
dangers of costly abuse in addition to the normal difficulty of determining valid
cases of total and permanent disability. The costs of such a Federal program
would be unpredictable and possibly ruinous.
5. The increased payments required of employees and employers to finance
these proposed changes would be unduly burdensome on both at this time when
local, State, and Federal taxes are at near-record high rates.
ARMSTRONG CORK CO.,

Lancaster,Pa., February 29, 1956.
Hon. HARRY F.

BYRD,

United States Senate, Washington, D. C.
DEAR SENATOR BYRD: There are several aspects of H. R. 7225 which, to our
knowledge, have not been adequately covered in testimony and which are deserving of your special attention as a member of the Senate Finance Committee.
We share your concern for a sound, workable social-security system both because
we must pay for it and because any changes that are made may affect our longstanding private pension plan that is integrated with it.
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First, various persuasive objections already have been advanced against the
proposed uniform lowering of the retirement or eligibility age for women workers,
wives of beneficiaries, and widows. While we are in agreement with these objections, they are familiar to you and need not be repeated here. All discussion of
this point, however, seems to accept the premise that the retirement age for
workers must be the same as the eligibility age for dependents of the same sex.
We see no reason to connect the two. In fact, there is every reason to separate
them.
The case for a reduction in the dependent eligibility age depends upon the degree of support required as well as the appropriate commencement date of such
support for the dependent wife of a man who is retiring or, equally, the dependent
husband of a woman who is retiring. The case for a lower worker retirement
age, however, hinges upon determination of the age at which a worker-man or
woman-should be encouraged to withdraw from the working force.
While the evidence thus far advanced does not justify a costly reduction in
dependent eligibility age, this could be done for both male and female dependents
without lowering the worker retirement age. And we strongly urge that no
change be made in the worker retirement age for either men or women. The
trend in private pension plans in recent years has been to increase the retire.
ment age of women to equal that of the men in those instances where the women
had been expected to retire at an earlier age. We have made such a change in
our own pension plan.
Second, all of the testimony citing the successful administration of disability
plans in private industry as an indication that a nationwide Federal plan is
practical has failed to examine the reasons why these plans work in industryreasons which would not apply if the Government were administering the
program.
We have been administering private total and permanent disability benefits
for 25 years. We have had no difficulty because:
(1) We know the employee and have readily available a complete history of
him. The Government could not secure such information about applicants without costly investigation, and would have to deal with many who, by choice, have
not been regularly employed.
(2) We are able to follow the employee's state of health continuously through
our own doctors. Before he can qualify for permanent disability benefits he
must have been under our medical observation while receiving temporary sickness payments (instead of full wages) for many months. This largely precludes
feigned disability. The Government, coming on the scene late, would need an
extremely large staff to approximate this close medical supervision.
(3) We control not only the continuation of payment of cash benefits but also
the provision of medical services for rehabilitation, and access to reemployment
in an attractive job. The Government would not control all of these factors
and would not have the same incentives that we have as a private concern to
use them in the most effective combination.
In view of these circumstances, it seems to us that it would be exceedingly
difficult for the Government to administer an all-inclusive program of disability
benefits on a nationwide basis. Certainly no legislation should be enacted unless
and until practical solutions to these and other critical administrative pfioblems
are found.
In summary, we feel that no change should be made in worker retirement age,
because it is unnecessary; and that no disability benefit legislation should be
enacted because workable administrative procedures have not been developed.
Yours very truly,
C. J. BACKSTRAND.
NATIONAL COUNCIL ON TEACHER RETIREMENT
OF THE NATIONAL EDUCATION AsSOCIATION,

Madison 5, Wig., February 28, 1956.
The Honorable HARRY F. BYRD, Chairman,
Senate Office Building, Washington, D. C.
DEAR SENATOR BYRD: I am directed to forward to you on behalf of the National Council on Teacher Retirement of the National Education Association
copies of the two enclosed resolutions, No. 1 and No. 2, prepared by the legislative committee of the council and unanimously adopted by the council in
session February 18, 1956.
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These resolutions state the position of the council concerning certain features of current proposals to amend the OASI provisions of the Social Security Act, particularly as they may apply to teachers. It is the earnest
desire of the National Council on Teacher Retirement that these resolutions.
be given full consideration in the current deliberations of your committee.
Respectfully submitted.
RAY L. LILLYWHITE, Scrrctar!i-Treasurer.
RESOLUTION No. 1
Whereas the N'ttional Council on Teacher Retirement has worked diligently ovtr a period of years to promote and develop sound teacher retirement systems at State and local levels; and
Whereas in recent years the extension of OASI coverage to members of
the teaching profession has been made possible provided certain procedural
safeguards are observed: Therefore be it
Resolved, That the National Council on Teacher Retirement, in convention
assembled at Atlantic City. N. J., this 18th day of February 1956, hereby
memorializes the Congress of the United States to retain in title II of the
Social Security Act, the very definite referendum provisions and other safeguards pertaining to coverage of State and local governmental employees
contained in section 218d thereof, and instructs its legislative committee to
oppose any changes therein.
RESOLUTION No. 2
Whereas the members of approximately one-third of the teacher retirement
systems of the country have adopted social security coverage; and
Whereas approximately only one-third of the NEA members have adopted
social security coverage; and
Whereas proposals for amendment of the Social Security Act, such as lowering the retirement age for women, liberalizing other provisions, and increasing social security taxes therefor, would result in varying effects on
the members of retirement systems that have adopted social security coverage: Therefore be it
Resolved, That the National Council on Teacher Retirement take no position on general amendments of the Social Security Act, but rather invite
each covered retirement system to express its views individually.

(Whereupon, at 1: 15 p. m., the hearing was adjourned, to recon-.
vene at 10: 10 a. m. Wednesday, February 22, 1956.)

SOCIAL SECURITY AMENDMENTS OF 1955
WEDNESDAY,

FEBRUARY 22, 1956
UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Washington, D. C.
10 a. m., in room 312,
10:
at
to
recess,
pursuant
The committee met,
Senate Office Building, Senator Harry Flood Byrd (chairman)
presiding.
Present: Senators Byrd (chairman), George, Kerr, Frear, Barkley,
Martin, Carlson, and Bennett.
Also present: Senator Ervin; and Elizabeth B. Springer, chief
clerk.
The CIAIRMNAN. The meeting will come to order.
Mr. Rowland Jones, Jr., who was scheduled to appear today in
behalf of the American Retail Federation has submitted his prepared
statement for the record in lieu of a personal appearance.
(The statement referred to follows:)
STATEMENT OF ROWLAND JONES, JR., PRESIDENT, AMERICAN RETAIL FEDERATION

My name is Rowland Jones, Jr. I am presenting this statement on behalf of
the American Retail Federation. The federation is composed of 36 statewide
retail associations and 29 national retail associations. The names of the member
associations of the federation are:
STATE ASSOCIATIONS

Arizona Federation of Retail Associations
Arkansas Council of Retail Merchants, Inc.
California Retailers Association
Colorado Retailers Association
Delaware Retailers Council
Florida State Retailers Association
Georgia Mercantile Association
Idaho Council of Retailers
Illinois Federation of Retail Associations
Associated Retailers of Indiana
Associated Retailers of Iowa, Inc.
Kentucky Merchants Association, Inc.
Louisiana Retailers Association
Maine Merchant Association, Inc.
Maryland Council of Retail Merchants, Inc.
Massachusetts Council of Retail Merchants
Michigan Retailers Association
Minnesota Retail Federation, Inc.
Missouri Retailers Association
Nebraska Federation of Retail Associations, Inc.
Nevada Retail Merchants Association
Retail Merchants' Association of New Jersey
New York State Council of Retail Merchants, Inc.
North Carolina Merchants Association, Inc.
73192-56-pt. 2-19
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Ohio State Council of Retail Merchants
Oklahoma Retail Merchants Association
Oregon State Retailers Council
Pennsylvania Retailers Association, Inc.
Rhode Island Retail Association
Retail Merchants Association of South Dakota
Retail Merchants Association of Tennessee
Council of Texas Retailers Associations
Utah Council of Retailers
Virginia Retail Merchant Association, Inc.
Associated Retailers of Washington
West Virginia Retailers Associations, Inc.
NATIONAL ASSOCIATION

g
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American National Retail Jewelers Association
American Retail Coal Association
Associated Retail Bakers of America
Association of Family Apparel Stores, Inc.
Institution of Distribution, Inc.
Limited Price Variety Stores Associations, Inc.
Mail Order Association of America
National Appliance & Radio-TV Dealers Association
National Association of Chain Drug Stores
National Association of Music Merchants, Inc.
National Association of !'etail Clothiers & Furnishers
National Association of Retail Grocers
National Association of Shoe Chain Stores
National Foundation for Consumer Credit, Inc.
National Industrial Stores Association
National Jewelers Association
National Luggage Dealers Association
National Retail Dry Goods Association
National Retail Farm Equipment Association
National Retail Furniture Association
National Retail Hardware Association
National Retail Tea & Coffee Merchants Association
National Shoe Retailers Association
National Sporting Goods Association
National Stationery & Office Equipment Association
Retail Paint & Wallpaper Distributors of America, Inc.
Super Market Institute, Inc.
Women's Apparel Chains Association, Inc.
The American Retail Federation represents approximately 700,000 retailers
who are concerned with the increasing tax burden the social-security program
is placing upon both employees and employers. Under existing law the projected
tax under the present system will increase to a total of 8 percent by 1975.
H. It
7225 adds another 1 percent so that even if benefits are not increased between
now and 1975 the tax ultimately will become 9 percent.
Our fear is that the continued extension of benefits, desirable as they
may
seem, will reach the point where the resultant financial burden on both individuals and the economy will nullify any benefits which the welfare of the country
may be expected to receive from the social-security program.
As we see the problem, the present danger lies in the extension of benefit
without a true picture as to what the financial impact of the increased benefits
will be. The provisions of H. R. 7225 which provide for lowering the age at
which women may receive full benefits from 65 to 62, and for the payment
of permanent disability at age 50, should be carefully studied to determine their
long-range impact on the financial structure of the fund.
Robert J. Myers, Chief Actuary of the Social Security Administration has
conservatively estimated that the proposals to lower the benefit age for women
and the 50-year pension age for the disabled, would cost $600 million
at the outset, and in 25 years would amount to about $2.2 billion a year a year
These estimates, it should be noted, are based on the assumption that the
administration of the disability pensions would be both strict and tight, and
that
the present high level of employment will continue.
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Mr. Myers points out that it has been the experience with private pension
and insurance plans throughout this country, that where either of these assumptions do not materialize, the costs of such a program have been considerably
higher.
The estimate of $2.2 billion a year does not take into account the fact that the
age level of the population is moving upwards and the size of dependent groups
is on the rise. Each places an increasing burden on the social-security system
with the full future impact of even the present benefit structure not ascertainable.
An analysis of the population of the United States recently completed by the
National Industrial Conference Board points out that the number of persons
65 years or older has been steadily increasing, and by 1975, this group may
account for 9 to 10 percent of the population, as compared to 8.5 of the population which this group now represents.
Another element of cost which does not appear to have been given ample
consideration is the increased cost required for the administration of this program of expanded benefits. A sizeable staff of doctors, technical personnel,
Government inspectors and office force will be essential in the administration
of the disability benefits provision, if the costs of these benefits'are not to get
completely out of hand.
The extension of retirement and survivors' benefits to an estimated 800,000
women, plus 250,000 disabled workers immediately, with a proportionately
greater increase in the years to come, would necessarily entail increase administration expenses.
When we consider that the 1955-56 appropriation for administration of the
OASI program amounted to $86 million, it can be seen that administration
expenses constitute a substantial element of cost in such a program and must be
given considerable weight in determining whether or not proposed amendments
are financially sound.
Unfavorable experiences of private insurance companies with disability income
contracts demonstrates the dangers inherent to the introduction of a program
which would increase liabilities of the Social Security Administration without
a thorough analysis of the costs of such a program.
The proposal to give pension payments to permanently disabled persons at
age 50 is predicated upon the assumption that machinery for the administration of disability and for the administration of such a program has been successfully set up in connection with the disability "freeze."
J. Duffy Hancock, M. D., chairman of the Medical Benefits Committee of the
Social Security Administration, has pointed out that "standards which the
committee has established for total disability (in connection with the disability
freeze) have been necessarily liberal in view of the tremendous backlog and the
necessity for some nonprofessional administration of the regulations. Should
the (pension) payments be made immediately available another interpretation
of what is meant by totally disabled would have to be recommended by the
committee."
Dr. Hancock also points out that "there is a backlog of several hundred thousand cases (under the disability freeze), which must be processed," and that
his committee has "no acturial figures as to what the increased benefits at
age 65 will amount to, and still less an idea of the tremendous amount of money
that would be needed to pay full pensions at the date of disability."
The administrative machinery for implementing the disability freeze provisions has been in effect for less than a year, and at best is still in a tentative
and experimental stage. This is hardly the type of organization which can take
over the administration of the even more complicated and extensive disability
pension provisions.
Moreover, in foisting a flood of new and difficult operating and technical problems and claims on this new and inexperienced organization, there is a serious
danger that the entire administrative process of both programs will bog down.
CONCLUSION

To millions of people in the United States, the social-security system represents the basic foundation for their own retirement security, as well as for the
protection of their dependents. Almost every American has a stake in the soundness and stability of this program. As we have previously pointed out, the proposals contained in H. R. 7225 will have a substantial and far-reaching impact on
the entire old-age and survivorship insurance program. Such a program can only
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be instituted after a comprehensive study of all of the factors involved, and shoul
not be initiated unless it can be soundly financed and administered.

The CHAIRMAN. The Chair recognizes the Senator from North
Carolina, Senator Ervin, to introduce the witness.
Senator ERVIN. Mr. Chairman and gentlemen of the committee,
we have a very fine delegation here today from the North Carolina
Medical Society, whose president, Dr. James Parks Rousseau, will
speak for the delegation, and I would like to present him at this time.
I also would like to present the rest of the delegation and ask them
to stand:
Dr. Rhodes, Dr. Brewer, Dr. Koonce, Dr. Hill, and Mr. Barnes,
who is the executive secretary of the North Carolina Medical Society.
Dr. Rosseau, if you will come up to the chair here, we will proceed
to take your testimony.
I want to thank the chairman and the committee.
The CHAIRMAN. Dr. Rosseau, you may take a chair, sir, and pro.
ceed, if you will.
STATEMENT OF DR. 3. P. ROUSSEAU, PRESIDENT, MEDICAL SOCIETY
OF THE STATE OF NORTH CAROLINA, WINSTON-SALEM, N. C.
Dr. RoussEAu. Mr. Chairman and members of the committee, and
Senator Ervin, I am Dr. J. P. Rousseau, of Winston-Salem, N. C
where I have been engaged in the active practice of medicine for 35
years, and a teacher in the Bowman Gray School of Medicine for 15
years.
I wish to thank the chairman and this committee for the privilege
of appearing before you to register opposition to H. R. 7225 on behalf
of the members of the Medical Society of the State of North Carolina,
of which I am president.
With your permission I will introduce to you other members of our
State society who are present: Dr. Street Brewer, Dr. Donald B.
Koonce, Dr. John Rhodes, Dr. Millard D. Hill, vice president of the
American Medical Association, and Mr. James T. Barnes, executive
secretary of the State society.
My comments will also reflect the views of many citizens and other
groups and organizations in North Carolina, with whom it has been
my privilege to discuss social legislation.
My testimony as a physician will be directed to opposition to those
provisions of H. R. 7225 which provide cash benefits for the totally
and permanently disabled worker beginning at the age of 50. instead
of at the present age of 65.
Before commenting further on the above medical provisions of this
bill, I wish to make it very clear that I am fully aware that the measure against which this testimony is directed has passed the House of
Representatives by an overwhelming majority of 372 to 31, and that a
large number of Senators support the measure.
The manner in which this bill was written in the House Ways and
Means Committee and passed by the House of Representatives, and
the reasons certain individuals voted for this measure, however, detract considerably from the impressiveness of the vote. You, of course,
are familiar with the details of the way the bill was written in the
Ways and Means Committee and passed by the House of Representatives. The minority report of the committee and the statement
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of the then Secretary of Health, Education, and Welfare, Mrs. Oveta
Culp Hobby, are a matter of record. Ben Franklin said:
They who would give up essential freedom for a little temporary security
deserve neither freedom nor security.

We are grateful to members of this committee for refusing to take
this bill to the floor of the Senate without first having open hearings. We have never opposed social security per se. The whole social security system is a gigantic, expensive experiment in social welfare, with profound influence on the economic and social life of American citizens. It should not be amended or expanded until a thorough,
nonpartisan study of its future implications has been made.
Little is now known regarding how many millions will be eligible
for cash benefits and medical rehabilitation of the totally and permanently disabled at the age 50,.or how many millions of totally and
permanently disabled dependent children will come under the provision of cash benefits and the medical program for life. What is
already being done for them under our present Government, State
and county matching-funds programs? What will it cost in taxes
for the rehabilitation program? What will it cost for medical care
for those who cannot be or refuse to be rehabilitated in lieu of cash
payments?
We in North Carolina are proud of what is being done for disabled
children and citizens under our present system of free professional
services for all who are in need; whether in social security or not.
No indigent patient in North Carolina is refused the high standard
of medical care available today, for rich and poor alike, if they ask it.
Needy disabled persons are provided money benefits under the
present State-Federal program for the permanently and totally disabled. Citizens of North Carolina take a great deal of pride in participating in the very efficient rehabilitation and medical-care program
under our free-enterprise system.
We believe this is true everywhere in this Nation. America's physicians give 12 percent of their 63-hour workweek to treating charity
patients. The Federal Government's intervention in these programs
could kill the incentive of citizens and physicians, at the local and
State level, in this great philanthropic and humanitarian service to
humanity.
In North Carolina we have had a program of physical and vocational
rehabilitation for a third of a century, and in many ways we have
pioneered in the definitions and classifications which have progressed
and assured success in the rehabilitation of the physically handicapped
in this country. Through the years the tenets of rehabilitation have
hinged on the principle that1. Given a physical impairment which constitutes a vocational
handicap.
2. Given a feasible residue of physical capacity, conditioned by
an attitude of desiring to work and become a useful member of
society.
3. And finally. given a logical plan of services in medical reconstruction and physical restoration, combined with vocational
training.
4. A high percentage of all individuals suffering degrees of
physical impairment can be and are rehabilitated.
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But such principle of rehabilitation does not reckon with a dangling
cash compensation, such as provided in H. R. 7225. As medical men,
we have contributed, largely free services, for 25 years toward the essential medical rehabilitation of North Carolina's physically handicapped, and we shall continue to do so; but H. R. 7225, providing cash
compensation at a broad base and a continuing medical-care program,
under the guise of compulsory physical restoration, establishes two
bonanzas so lacking in the self-help principles of rehabilitation that
henceforth our efforts as physicians, and the efforts of the rehabilitation counselor, will be nullified, or stultified, and a high percentage
of the physically handicapped will become cash compensation and
medical care malingerers.
Our opposition to the far-reaching medical implications of H. R.
7225 stem, in part, from realizing that the adoption of this bill would
provide a program of medical service in a retirement program or, to
say it in another way, full-fledged compulsory health insurance in
OASI.
H. R. 7225, the 1955 amendment to the Social Security Act, involves
a relationship between the Government and private physicians which
is profoundly disturbing to all thoughtful physicians, citizens, patients, and taxpayers. If H. R. 7225 is enacted, physicians will be
put under pressure from their patients to certify them disabled or lose
their patients.
Senators, the next paragraph is just an illustration, which is not too
pertinent, so we will skip that.
The bill raises many other important questions:
What is total and permanent disability? It is not clearly defined
in the bill, rror in many cases can physicians finally determine total
and permanent disability from subjective complaints and symptoms
without objective findings to substantiate them. Is it good treatment
to tell a patient with a heart attack, a psychoneurosis, a backache, a
headache, alcoholism, drug addiction, or a cancer, that he is totally
and permanently disabled? Physicians do not think so. Many senously ill and disabled patients recover and live many long and useful
years with proper medical care.
The bill would create millions of malingerers who would falsely
claim all types of symptoms which the medical profession, unfortunately, cannot disprove. Millions will not subscribe to any program of
medical and vocational rehabilitation for these faked or even real
disabilities.
There is no way for a physician or anyone else to make a benefit
claimant take prescribed treatment, if he prefers cash benefits. In
order to cure or rehabilitate a patient, a physician must have his
patient's cooperation. The patient must have the will to live and get
well.
Cash benefits would remove this incentive from the minds of millions of workers, especially if cash benefits approach the level of
income from their employment. It is impossible to predict the increase in the number who would demand certification for total and
permanent disability and cash benefits in periods of depression and
unemployment. Past experience convinces us that the prevalence of
permanent disability claims under insurance and industrial compensation markedly increase in times of economic distress.
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Physicians are not economists. Our patients, however, expect us to
be citizens as well as healers. Theodore Roosevelt observed, "Every
man is, first, a citizen of some community." As citizens, we are ipso
facto deeply interested in what the economic impact of continued
expansion of benefits will be on the financial structure of social security.
There are only two methods for any individual, business, or government, operating in the red to balance the budget and get out of debt:
(1) Decrease expenditures, and (2) increase productivity and income.
The latter does not seem possible if the Federal Government encourages workers to stop work at the age of 65, 62, and now at the early
age of 50, and at the same time discourages the disabled from pursuing
a rehabilitation program by offering them money benefits.
I would like to make it very clear that in opposing H. R. 7225, physicians ask nothing for themselves.
The requisite freedoms necessary for good medical care are free
choice of physician, freedom from any third-party intervention, and
scientific freedom. These are being rapidly destroyed by Government
intervention between the patient and his physician in every country
that has accepted socialized medicine.
Physicians are rightfully concerned over any change in the fundamental concepts of American medicine for the following reasons:
1. We would lose our requisite freedoms in medicine.
2. Without these freedoms in medicine, we would never have
achieved the highest standard of medical care and medical education
in the history of the world.
3. Without these freedoms, the great possibilities of even greater
scientific achievements and better medical care in the future would
not be possible.
4. Any regimentation of the medical profession will surely lead to
a lower standard of medical care for our people, and deter future
progress in medicine, as it has in all Socialist countries.
I can remember when medical education in Europe was considered
far superior to medical education in America. Many American
physicians felt it necessary to go to Europe and other foreign countries for postgraduate medical education.
The reverse is true today. Many physicians graduating in foreign
medical schools now come to this country for their postgraduate education, realizing that American medical education is superior to that of
their own native land.
The American medical profession stands today on the threshold of
far greater scientific achievements and better medical care in the
future. There are new frontiers in medicine to conquer. Physicians
only wish to be left free to carry out their single duty to treat the
sick as you yourself would wish them to do.
These are some of the reasons why we oppose H. R. 7225. These
same truths, I believe, apply to the achievements in all other fields
of endeavor under our American system of free enterprise. Sound
government, under our American system, can only keep the door open
and provide a fertile field in which to work. Enterprise and ambition
are qualities that no government can supply.
A gain of over 2 million in our population the past year is not
altogether due to the bumper crop of postwar babies. Our elders
are living longer, too. Modern custom under social security sets the
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end of man's useful life at 65. H. R. 7225 reduces this to the age of
62, and 50 for millions of other workers.
They may switch from wages to pensions, from a feeling of importance to uselessness and despair, from activity to idleness. Man
is not done for, by any means, at the age of 65. He may, on the
average, look forward to 14.1 more years, which should be rewarding
year and not wasted years.
We understand previous witnesses have suggested a full-fledged
study of social security be initiated. The Medical Society of the
State of North Carolina, with its more than 3,000 members, pledges
its wholehearted support and cooperation in such a study of social
security in the United States. We will devote our best efforts to
procuring and providing thorough information on all technical,
scientific, and medical aspects of disability, rehabilitation and medical
care of the disabled citizen in our State.
If the rights and personal responsibilites of the individuals are
lost here, where shall we, and others, look for hope and guidance?
You in the United States Congress stand as a bulwark and guardian
to protect these rights and freedoms and all the citizens.
Thank you for the privilege of expressing these opinions for myself,
many of my friends and acquaintances, and the society which I represent officially. In doing so, I am reminded of the words of George
Washington, whose birthday we commemorate today, who said: "If
to please the people we offer that which we ourselves disapprove, how
can we afterward defend our work? Let's raise the standard to which
the wise and honest can repair. The event is in the hand of God."
Thank you, sir.
The CHAiRMIAN. Doctor, we are very glad to have your views, sir.
Any questions?
Senator KERR. I have just one question.
The CHARA AN. Senator Kerr.
Senator KERR. On page 2 of your statement, Doctor, you said, in
the second paragraph, the last sentenceDr. ROUSSEATT. Yes.
Senator KERR (reading) :
It should not be amended or expanded until a thorough, nonpartisan study of
its future implications has been made.

Who do you suppose we can get to make such a study?
Dr. ROrTSSEAU. Well, sir, I think you are a nonpartisan group, but
I believe that you could secure the services of many citizens.
Senator KERR. I think you can safely assume, Doctor, that the members of this committee are all partisan.
Dr. ROUSSEAU. Yes, sir. [Laughter.] I realize that, sir, but I do
believe thatSenator KERR. I am not even sure that is an objective devoutly to be
hoped for.
Dr. RoussE.u. I am sorry, sir.
Senator KERR. I doubt if you can find any substantial portion of

this committee that would seek to promote nonpartisanship as a general situation.
I take it that if I interpreted that to mean objective study, it might
represent the same thing to us that nonpartisanship does to you.
Dr. RoTTSSEAU. Yes.
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Senator KERR. Well, that is all right.
Dr. RoussEAu. Yes.
Senator BuRuEy. A week or so ago, all the Republication Senators went out to make nonpartisan Republican Lincoln Day speeches,
and in about a month we Democrats will be out over the country making nonpartisan Jefferson Day speeches. [Laughter.]
I would like to ask this, Doctor: Is your general attitude against
social security ?
Dr. ROUSSEAU. NO, sir.
Senator BARKLEY. The trend of your argument would seem to indicate that fundamentally you oppose it.
Dr. ROUSSEAU. No, sir, Senator; we do not oppose social security.
We are in favor, I think, as much as any group of people, of taking
care of all crippled children and disabled and aged individuals.
Senator BARKLEY. Disabled?
Dr. ROUSSEAU. Yes, sir; disabled, aged, and crippled children;
we are heartily in favor of taking care of them.
Senator BARKLEY. There you come into the difficulty of what you
have outlined here, of what is disability. We have had a lot of experience, most of which is medical, in insurance companies, in the Veterans'
Administration, and in other activities, which finally comes down to a
medical question of whether a man is disabled, whether he is temporarily or permanently disabled, or whether he is partially or totally
disabled.
It is always wise to have a thorough investigation before any law
is passed which affects as many people as this law does; and yet I do
not know whether a long-time investigation would enable the medical
profession to have any more acute opinion as to a man's disability than
they have now, since it must be, after all, a medical question.
Do you think such an investigation would enable the doctors to pass
on that question in a year or two, better than they do now?
Dr. RoussEAu. I think, sir, it would. That is one thing that worries
physicians. Disability, total and permanent disability, is the most
difficult thing physicians have to deal with.
When you think about a disabled person, you have got to consider
the whole patient, his psychological background, his mental makeup,
and all of those things which enter into whether he is disabled or not.
One patient will become completely disabled with an ailment, while
hundreds of others will be rehabilitated because they have that socalled will to recover and get well. That is something which is hard
to define. We do not know the answer, but I thinkSenator BARKLEY. Of course, every physician knows that he must
have the cooperation of his patient, whether it is a temporary illness
or a permanent illness, or whether it is total or partial disability.
Yet there are people in this country, and many of them, who are
permanently and totally disabled, and the question is whether, if we
owe any duty to time incapacitated, whether by age or disease or disability, or what have you, if we do owe any duty as an organized society
to them, shall we compel them to await any sort of benefit from the
law which we are now considering until we have had a long time of
investigation, or-we must admit, notwithstanding the ability to rehabilitate many people, and I am for that and I think it ought to be
done, yet there are some who cannot be rehabilitated.
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Now, do we owe such a duty to them as we owe to the aged and
crippled children, and all that, which would justify our postponing
any relief to them for a long time while we are engaging in an
investigation?
Dr. ROUSSEAU. Sir, I personally feel in our State they are being
taken care of already very adequately with the Federal Government
matching State and local community funds.
I also feel that these people, communities, have an obligation to
them; I think their families and friends, particularly the families,
have an obligation.
I am not against taking care of those people, and physicians have
and will give free services. We are glad to, and always have.
Senator BARKLEY. You referred to the fact of the difficulty of
physicians saying "no" to a patient who wants to be certified as totally
and permanently disabled. What proportion of the medical profession are willing to be high-pressured into giving this certification to
somebody in order not to lose a patient?
Dr. ROUSSEAU. I think a very small percentage, sir.
Senator BARKLEY. I do, too.
Dr. ROUSSEAU. I think a small percentage.
Senator BARKLEY. I would hate to thinkDr. ROUSSEAU. We should not have any, but unfortunately there
is a small percentage.
Senator BARKLEY. I would hate to have it otherwise.
Dr. ROUSSEAU. I think a small percentage.
Senator BARKY Y. I have great respect for the medical profession,
both as a profession and as human beings. I was raised in the country,
where we had a country doctor, and he was not only our doctor but
he was our friend and confessor, and whenever he came into a sickroom, why, you got better right away by the tone of his voice and
his manner.
I have often said I would rather have-in politics, when I am
running for office-I would rather have one good, active doctor working for me than all the lawyers in the county seat. [Laughter.] He
would come closer to the people. [Laughter.]
There is a doctor down at Winston-Salem-I have forgotten
whether he is a doctor or dentist-a Dr. Barkley. Do you know him?

Dr. ROUSSEAU. Dr. Carl Barkley.
Senator BARKLEY. Yes, sir. He is sort of a cousin of mine. My
grandfather was raised in North Carolina. You give him my regards
when you get back.
Dr. ROUSSEAU. I certainly will. He is a very good friend of mine.
Senator KERR. Do you know whether or not he is nonpartisan.
[Laughter.]
Senator BARKLEY. I might say this, that in North Carolina there
are a lot of Barkleys, it is full of them. I went down there to a
reunion some years ago, where they erected a monument to a Robert
Barkley, who was a soldier in the Revolution. And to my very great
amazement and astonishment, I found a lot of them were Republicans.
[Laughter.]
Senator CARLSON. That shows, Senator, there is some hope there.
Senator ERVIN. Mr. Chairman, I would just like to say for Senator
Kerr's benefit, that Dr. Rousseau comes from Wilkes County, N. C.,
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where the Democrats are harassed a great deal by the presence of a
Republican majority, and where the Republicans are rather distressed
in fighting quantities of Democrats, so he is pretty well familiar with
the fact that most Democrats and most Republicans are not nonpartisan. [Laughter.]
Dr. ROUSSEAU. That is true.
Senator ERvIw. I want to thank the committee for the courtesy they
have extended to Dr. Rousseau and the other members of the North
Carolina delegation.
The CHAIRMAN. We are happy to hear from you, sir.
Dr. RoUssEAU. Thank you, Senators, and Mr. Chairman.
The CHAIRMAN. The Chair recognizes the Senator from Kentucky
to present the next witness.
Senator BARKLEY. Mr. Chairman, Dr. Leon Higdon, who is here
representing the Kentucky State Medical Society and who lives in
my home city, Paducah, is here, and I would like to present him to the
committee. He is here representing the State medical association,
and he is one of our outstanding physicians; and not only that, but
he
is a very fine citizen of our community, public-spirited, and in every
way, and he comes from a family of physicians.
I do not know what attitude he is taking here on this bill, but I can
Essay that the Kentucky State Medical Society could have no better
representative here today than Dr. Higdon.
The CHARAN. We are delighted to have you, sir.

Take a seat

and proceed with your statement.
STATEMENT OF DR. LEON HIGDON, MEMBER, KENTUCKY STATE

MEDICAL SOCIETY, PADUCAH, KY.

you, Senator Barkley.
Dr. HIGDOX,. Thank
Mr. Chairman and members of the committee, as you now know, my
name is Dr. Leon Higdon. I have practiced medicine for 25 years at
Paducah, Ky. I am a member of the Kentucky State Medical Society,
and I am here as a citizen of Kentucky and as a representative of the
Kentucky State medical organization of some 3,000 members.

I will

limit my statements to two phases of this bill:
No. 1. That portion which has to do with disability and the evaluation of disability; and
No. 2. Objections from a rehabilitation standpoint.
We will recognize that those who are permanently disabled and in
need require financial aid from one source or another. The objective
of giving assistance to those totally disabled must of itself not contribute to increasing the problem in the permanently disabled. It
must not reduce the stimulus of the individual for rehabilitation and
recovery. It must not make disability more attractive, even to some,
than remunerative employment. It must not create an atmosphere
which breeds the desire to be classified as permanently disabled. It
must not be a method whose purposes can be easily violated. It must
be a method which might encourage deceit and malingering; nor
unot
must it be a method in which evaluation of the disability may lead
toinequities in classification.
From the doctor's standpoint, the major clinical problem is the

difficulty arising in the assessment of permanent disability. There
are certain conditions in which the evaluation of permanent disability
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is simple and clear, but the dividing line between these clear-cut
conditions and others, creates a problem which we would like to
emphasize.
The assessment of permanent disability, furthermore. becomes increasingly difficult as the reward for such a disabled state becomes
greater and greater.
The cash-benefit provision in this bill is sizable, and represents a
very satisfactory income to many individuals. If an individual is
disabled and receives such a stipend, it could be a large factor in promoting continuous disability and complacency, even in those individuals whose intentions are commendable. It would be a factor in
inhibiting the interest in rehabilitation which should be the first
objective of all those who are disabled.
Absence from work for a period of time has an emotional effect
which makes it easy for the individual to settle back in a dormant
way. Such an individual needs si imulation, not the temptation to
sit back and succumb to the emotional security of permanent disability.
A cash benefit as proposed in this bill, we believe, would decrease
the interest of many individuals in rehabilitation and in a return to
work.
Since there is a certain financial security when classified as permanently disabled, the screening of the candidate for such classification
becomes a real problem, even under the most careful program of
evaluation.
Furthermore, there are many instances in which it would be most
difficult, and occasionally impossible, to assess the degree of disability which exists. Exaggerated complaints and affected signs of
physical disorder may lead to assessment of disability even in its
absence.
This would arise not only in connection with definite malingering,
but in those who have emotional disorders and functional complaints
as well.
One can foresee terrific pressure upon physicians to certify disability. It can be predicted, furthermore, that a patient may go
from one physician to another, until he obtains the desired certification of disability.
Such certification to the undeserving may arise from mistaken
diagnostic interpretation, or it may be associated with the frailties
that are part of the human race, even in physicians.
Now to my second objection. There has not yet been time to develop new phases of the already established social security program
which gives promise of much more effective service to disabled persons than the mere pensioning of them.
In addition, H. R. 7225 provides no truly effective means of, first,
attempting to restore a disabled person to self-sufficiency; and then,
being certain that this is impossible, that he is truly totally disabled.
rhere is still a general lack of appreciation of the effectiveness of
modern methods of rehabilitation. Rehabilitation has been defined
as the restoration, through personal health services, of handicapped
persons, to the fullest physical, mental, social, and economic usefulness of which they are capable. The personal health services include
both ordinary treatment and treatment in special rehabilitation
centers.
.
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In our opinion, the Federal legislators should be encouraging continuing support of the enormous potentialities of the various programis for rehabilitation through the Federal Oflice of Vocational
Rehabilitation, rather than encouraging the provision of pensions
for the disabled. The full force of legislative action should then he
directed, first, toward the rehabilitation of the disabled; and only
after it has been found that is is impossible to rehabilitate an individnal should legislative consideration be given to means for providing
him with financial assistance.
In January 1954, President Eisenhower, in his special health message
to Congress, pointed out that there are 2 million disabled persons who
could be rehabilitated, and thus returned to productive work. Only
60,000 are being returned each year. Our goal, the President added,
should be 70,000 in 1955, 100,000 in 1956, and by 1956 the State,
should begin to contribute to the cost of rehabilitating these additional persons. By 1959, with the States sharing with the Federal
Government, the President said we should reach the goal of 200,000
annually.
The small but rapidly growing number of medical rehabilitation
centers, and the understaffed State vocational rehabilitation units,
with the assistance of the Federal Office of Vocational Rehabilitation,
are struggling manfully to meet these goals, but they still are finding"
difficulty in expanding because of the shortages of personnel.
If these agencies were suddenly to be swamped with a quarter of
a million additional persons, as is recoimiended in II. I . 7221, many of
them seeking, primarily, to get on the "gravy train" of a permanent
pension, and only halfheartedly accepting attempts at rehabilitation in order to comply with the requirements of this propesd law, the
whole mechanism might easily break down and many worthy persons
who are really seeking total rehabilitation might fail to obtain it for
several years to come.
I agree with the President's Commission on the Health Needs of
the Nation, however, when it said:
The economic argument for rehabilitation work is a strong one, but the real
goal is not a saving of dollars and cents. The real goal is human values, saving
life and enabling it to do the heretofore impossible, requires depths of courage
and brings out new wellsprings of satisfaction. Everyone is heartened by what
the handicapped can do in the face of really great difficulties. In performing
miracles of adjustment, they hell) keep others from succumbing to the small
and trivial things of life.

I urge you will agree, then, that it is much better to legislate for
the expansion of such rehabilitation facilities under existing laws than
to shelve disabled people on a pension.
Thank you.
The CHAIRMAN. Thank you very much, Doctor.
Any questions
Senator BARKLEY. Your criticism of the bill, Doctor, is directed
chiefly, if- not altogether, toward the total and permanent disability
provisions and the rehabilitation idea connected with that.
Dr. HIGDON. That is correct, Senator.
Senator BARKLEY. You are not opposing the bill as a whole.
Dr. HIGDON. That is right. We wish to emphasize that the rehabilitation factors should be urgently encouraged, and every effort
made to see that these people who are handicapped, early be placed
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under that program, and that they be fully studied and given every
opportunity to return to some gainful employment.
Senator BARKLEY. I suppose it is admitted there are some, a good
many-I do not know how many-people in the country who are at
present totally and permanently disabled, who cannot be rehabilitated;
and they would have to be sifted out among those who can be. But the
question which arises in my mind is whether you should deny to
any
those who are admittedly incapacitated, totally and permanently,
whether
relief until we have had a long investigation and determined
there should be any relief at all for disability; and whether during
that process the medical profession would be more able, at its termination, to determine whether a man is totally disabled or not.

Dr. HIGDON. Yes; that is a good point.

Of course, the program is being studied and efforts made to improve
classifications for disability. Most of these people are getting very
good care through the old-age and disabled assistance programs.
You know, in Kentucky, that we do have a very good program for
caring for these people, and it is barely possible that although many
of these people might be disabled or might be classified as totally
disabled, yet if they had been previously studied and been reworked
up under a rehabilitation program, many of them might be found not
actually to be totally disabled.
I just have the feeling that there are very few of them actually
lacking in care at this time.
Senator BARKLEY. Well, I am not so certain about the adequacy
of it, because many of the States, either through financial disability
or for one reason or another, have not done what has been done in
other States which have been more generous.
I do not know whether they are all adequately cared for or not,
but they are all being cared for to some extent.

Dr. HIGDON. That is right.
Senator BARKLEY. That is all.

Senator KERR (presiding). Thank you, Dr. Higdon.
Dr. J. Douglas Brown?
Come around, Dr. Brown. Be seated.
DEAN OF THE FACULTY
STATEMENT OF DR. I. DOUGLAS BROWN,
AND PROFESSOR OF ECONOMICS, PRINCETON UNIVERSITY
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Are you ready, sir?
Senator KERR. Yes.

Dr.

St

I am J. Douglas Brown, dean ef the faculty and professor of ecunomics at Princeton University.
My connection with the social security program began in Septemher 1934, when, on the staff of the President's Committee on Economic
Security, I participated for a good many months in the planning of
the old-age insurance and assistance features of the original Social
Security Act.
When the proposed legislation was under consideration, I testified before this committee, and also served as an expert in your executive sessions. I assisted in the planning of the Government's case to
defend the act before the court.
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In 1937-38, I was Chairman of the Advisory Council on Social
Security sponsored by your special subcommittee and the Social Security Board in 1938.
In 1947-48, I was a public member, along with Prof. Sumner
Slichter, of the interim committee of the Advisory Council on Social Security appointed by your committee.
I mention these connections not only as a means of identification,
but to indicate my long and deep concern for the constructive evolution of this program, which means so much to the American people.
Over the past 21 years, I have been greatly impressed by the
thorough and comprehensive study which has preceded each forward
step in the building of our national social security program. The
American people owe a tremendous debt of gratitude to this committee, in particular, for its firm resolution that legislation affecting the
security of almost every citizen should be enacted only after extended
studies, hearings, and deliberations had confirmed the wisdom of each
proposal.
Any new feature of the old-age and survivors' insurance program,
once enacted, becomes a part of the economic expectancies of our
people-a part of their life estate. It cannot be removed without
hardship and loss of confidence in the wisdom and stability of the
program.
Against this background, I wish to urge upon your committee the
decision that the time has come to add the feature of benefits for
permanent and total disability commencing at age 50 to the old-age
and survivors' insurance program. Such protection is a logical and
closely integrated segment of the total structure of the program. It
was studied and forecast as long ago as 1938. In its recommendations
to this committee in that year, your Advisory Council on Social Security stated:
The provision of benefits to an insured person who becomes permanently
and totally disabled and to his dependents is socially desirable. On this point
the Council is in unanimous agreement. There is difference of opinion, however,
as to the timing of the introduction of these benefits. Some members of the
Council favor the immediate inauguration of such benefits. Other members

believe that on account of additional costs and administrative difficulties, the
problem should receive further study.

Seventeen years of studies, hearings, and deliberations have intervened since that recommendation was made. Much of the administrative difficulty noted by some members has been resolved in
the operation of the disability freeze provisions of the present
program. The costs of the limited benefits now proposed have been
carefully estimated on the basis of greatly extended data.
The need for such protection is all the more evident than it was
in 1938. That the council which then unanimously supported the
principle of permanent and total disability benefits was representative
of the reasonable desires of the American people is indicated by the
fact that every other proposal of the council on benefits and coverage
is now a fully accepted part of the program.
Again in 1948, after careful study, your Advisory Council on Social Security recommended the establishment of benefits for those
totally and permanently disabled. Of 17 members, only 2 members
dissented from a recommendation which was far more comprehensive
than the bill now before the committee. No lower age limit at age
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5 was included in the recommendation made by that council. The
present proposal is more conservative in this respect, and I believe
wisely so, as a first step in a new area of administration and cost.
I am as fully convinced in 1956 as in 1948 or in 1938 that permanent
and total disability benefits are a proper, feasible, and necessary feature of our old-age and survivors' insurance program. I am more
convinced than ever that the workers, employers, and public in our
country want this feature added to the act. Theyare ready to pay the
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I sincerely hope that the oft-repeated dirges and prol)hecies of a
small number of professional objectors will not lead the Congress
to doubt the capacity of the United States Government to provide
soundly and efficiently the protection which the people need and are
willing to finance.
We have the finest Social Security Administration in the world.
It has mastered problem after problem over the past two decades.
The ti'oubles prophesied by our pessimistic friends are like the man
under the bed. To their disappointment, he isn't there.
In sharp contrast to the long-considered introduction of benefits
for permanent and total disability, the proposed reduction in the age
of eligibility for old-age benefits for women is a radical departure
from the conclusions reached in emany thorough studies of the oldage insurance program. The proposal for a different eligibility age
for women, particularly widows, has been advanced many times, but,
after careful evaluation, it has been dropped as unnecessary and umiwise. The reasons have been several.
(1) The proposal is based upon a misunderstanding of the basic
assumptions of the old-age insurance system and of the practical facts
concerning retirement from gainful employment. It was never assumed that most men would stop gainful employment at precisely 65,
but rather, that they would prefer continued emplovinent at wages,
so long as they were able to work and work was available.
The old-age insurance program was intended to protect men against
loss of earnings due to age, not to establish 6,5 as the time to quit work.
In practice, this has proved true. Most American workers prefer full
wages to partial benefits unless disabled by age or illness.
(2) With the improved health and vigor of our older citizens and
our continuing need for their services, it would, I believe, be mistaken
national policy to crystallize (;5 as the normal retirement age. Retirement from all gainful employment is different from retirement from
a single employer.
If 65 is not the retirement age for most men, then age 62 for wives
loses its meaning. The more justifiable conclusion is that 68 is the
model age for retirement for men in good health, and that a wife
G5 or older would then receive benefits. The better step, I am firmly
convinced, is to provide benefits even before 65, if the husband is
disabled.
(3) If wives should he made eligible for benefits at 62 because of
their husbands' contributions, then certainly a single woman who has
herself contributed should become eligible ;at the same age. Would,
then, a wife who could qualify for benefits in her own right receive
benefits from age 62 before her husband is 65, and later be able to
shift to a benefit related to her husband's benefit if he quits gainful
employment after 65?
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It would be an unfortunate anomaly if we should have to deny an
earned benefit to a woman because she was married to an employed
husband. Yet to pay old-age insurance benefits to a woman 6'2 when
her husband is fully employed does seem incongruous.
(4) The confusing complexity of the problem just, posed arises
from a basic and serious difficulty in differential ages of eligibility for
men and women. A woman as a dependent wife is in a very different
economic situation from a woman as a wage earner. The wives' benefit under our old-age insurance system is related to the former. The
primary benefit is related to the latter.
But women, bless their souls, move from one status to the other
in blithesome disregard of the problem this creates with differential
retirement ages. Therefore, a single retirement age i. the only equitable policy, especially in the light of the higher relative cost of benefits
to women because of longer life expectancy.
5) A reduction in thie age of eligibility for all woiiien is a very
costly venture. I an convinced that the large sums involved wouild
pay far larger returns in social benefit if used in other ways. It is
more important to protect those who can't work than those who can.
There is much to be done in meeting the problem of permanent and
total disability among both men and women, both yoing and old,
before we divert money into the earlier retirement of able-bodied
people, either men or women.
I therefore strongly urge your committee to set aside the prol)osed
lowering of the eligibility age for women. Because of its l)ol)ular
appeal to persons who do iiot have the opportunity to stitlv the corlplex problem of the best use of the limited funds available for insurance benefits, the reopening of the age of eligibility is fraught with
great risks. Once the long-established anchor point of 65 is left
behind, it will be most difficult to withstand the recurring tides of
sentiment and political expediency.
Our social-insurance system is very strong, but every effort should
be made to spare it from great waves of popular and shortsighted
demand for changes which may appear to be generous, but which
endanger the stability of the program in the years ahead.
Thank you very much.
Senator KERR. Thank you, Dr. Brown.
Are there questions?
Senator BARKLEY. Are you a physician, Doctor?
Dr. BROWN. No, sir. I am a college administrator, but an economist.
Senator BARKLEY. Yes.
I had a grandson who graduated from Princeton 2 years ago.
Dr. BROWN. I think I heard that, sir.
Senator BARKLEY. A fine boy.
Dr. BRow N. We get a good many from your State, sir.
Senator BARKLEY. Yes. One of my favorite institutions. I was
never privileged to go there, but I served as a Senator and Congressman here under one of the great men of America who was president
of Princeton for a long time, Woodrow Wilson.
Dr. BROWN. We consider ourselves the northern outpost of southern
culture, Senator.
Senator BARKLEY. Thank you very much.
73192-56-1t 2-20
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Senator MARTIN. Mr. Chairman, since the distinguished Senator
from Kentucky has made reference to Princeton, it has always been
my regret that I was not able to attend Princeton. I made all arrangements to make it-I would graduate in one year from Princton,
and everything I would take would be under Woodrow Wilson. I
had studied the economic philospohy of Woodrow Wilson, and I was
a young man greatly impressed with it. But, unfortunately, I could
not make the financial arrangements to attend a year, but it was his
last year as a profesosr before he became president, and I have always
regretted that I did not have that opportunity.
Senator BARKLrY. I have got an awfully good speech which I wrote
the other day on Woodrow Wilson. If you would like to read it, I
will send it to you. [Laughter.]
Senator MARTIN. I would love to read it, Senator. I have always
been a very great admirer of Woodrow Wilson's philosophy.
Dr. BROwx. He did a great deal for us, sir.
Senator KERR. Thank you very much, Dr. Brown.
Dr. BROWN. Thank you.
Senator KERR. Mr. Albert Linton, Provident Mutual Life Insurance Company of Philadelphia.
Senator MARTIN. Mr. Chairman, I would like the privilege, as a
man from the same State as the distinguished witness, to introduce
him to the committee.
Mr. LINTON. Thank you, Senator Martin.
Senator KERR. Thank you, Senator, and we are happy to have him
introduced by your distinguished friend from Pennsylvania.
STATEMENT OF M. ALBERT LINTON, CHAIRMAN OF THE BOARD,
PROVIDENT MUTUAL LIFE INSURANCE COMPANY OF PHILADELPHIA, PHILADELPHIA, PA.
Mr. LINTON. My name is M. Albert Linton, chairman of the board
of the Provident Mutual Life Insurance Company of Philadelphia. I
appear as an individual who has been intensely interested in social
security since its inception. It was my privilege to serve on the two
Advisory Councils-the first in 1938, and the second in 1948-and
my good friend, J. Douglas Brown, did the same.
Your granting me the opportunity of presenting testimony on H. R.
7225 is much appreciated. I shall concentrate upon two aspects of
that bill: first, the proposal to introduce into the old-age and survivors' insurance system total and permanent disability income benefits at certain ages; and second, the proposal to reduce from 65 to 62
the age at which women would become eligible to receive benefits.
You have already heard a great deal of testimony on these subjects,
and I shall do no more than present in brief the high points of the
problems as I see them.
The first point I wish to discuss is the possibility of confinign the
disability provisions to the two limited groups specified in the bill;
namely, those who become disabled at age 50 or over, and those who
become disabled before age 18 and continue to be disabled after that
age.
It is my firm belief that if once the Federal Government introduces
total disability income provisions into the OASI system, even to a&
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very limited degree, it will not be long before irresistible pressures
will build up to extend the coverage to al ages. This, I believe, would
be a costly mistake. The basis for these irresistible pressures would
be the anomalies which the proponents of disability income insurance
would cite to justify universal coverage.
Here is a man aged 50 receiving a disability income, whereas another a year younger in a parallel situation does not. Another is a
man aged 60, without dependents, receiving a disability income;
whereas a disabled neighbor aged 40, with several dependents, receives
no such income.
Again, a disability income is paid on account of a young man who
became disabled before 18, but not on account of a young man who
became disabled right after 18.
Anomalies of this kind would be cited by the thousands to bring
about extension to any group not covered by the disability income
provision. For that reason, I am convinced that once we start on
the disability income insurance path, we shall end up with complete
coverage. Congress has previously seen the unwisdom of that course,
and in its place established the disability assistance, which is closely
related to the vitally important work of the Office of Vocational Rehabilitation.
This dual program, which is largely supported by Federal grantsin-aid, has many positive features which, I believe, are worthy of much
greater development than has been possible up to this time. In that
connection, I warmly concur with the proposals made by Mr. John
Miller, representing the life insurance business, in his testimony on
February 14.
The key objective in a disability case should be the constructive one
4 rehabilitation and the return of the disabled person to productive
activity. This Congress would make a great contribution to the solution of the disability problem if it would set in motion a process by
which the vocational and other rehabilitation services of the country
would be still further enlarged and strengthened.
Much was done by the vocational rehabilitation amendments in 1954,
but still more remains to be done. As has been pointed out, this is
especially true in the areas of the training of personnel and the provision of facilities.
Further progress in this direction would, in my judgment, be of
much greater value to the long-run welfare of the country than a cash
income disability program in connection with OASI.
I would like to emphasize that the fact of pronouncing a man as
totally disabled and likely to remain so indefinitely, may be a hard
blow psychologically. It would be far better to put him tinder the care
of a rehabilitation agency where the whole emphasis would be upon
returning him to useful activity.
For the good of all concerned, this step should be taken early in the
history of the disability, and not necessarily after it has lasted 6
months. Delay can be harmful to the individual and very costly. I am
speaking now of disability at all ages; not simply of the limited
in H. R. 7225.
included
groups
The art
of rehabilitation
is making rapid progress. The time has
come to provide it with additional means to expand and render much
greater service than is now possible. In that connection, I was much
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impressed by the thrilling testimony ol February 16 of Miss Mary
Switzer, Director of the Office of Vocational Rehabilitation.
During the period when a person is in the care of the rehabilitation
agency, maintenance funds should be p rovided under a reasonable application of a means test. By reasonablee" I mean a test which does
not seek to use ul) a person's assets, with the result that when he again
becomes able to support himself he will have no resources left.
There will, of course, be many cases where rehabilitation will not
1)e able to restore a person to the point where lie can support himself.
Although that amx not be accomplished, there is a real gain if he can
lie enabled to (are for his personal needs so that lie may dispense with
nursing care or release a bed for the use of someone else.
Where efforts at rehabilitation fail, the individual should be maintained under the disability assistance facilities in his own State.
Thereby lie will receive the particular type of care which his case indicates. That is most important in dealing with disability.
One of the strongest counts against including disability income benefits in OASI is that persons who pay social-security taxes come to con>ider that they have contract rights to receive benefit payments. Hence,
if they believe they are disabled, they insist upon their rights to get
on the benefit rolls; and once there, a large proportion will strenuously resist rehabilitation.
The feeling of security engendered by the receipt of the regular
Government checks that may continue indefinitely, makes them more
and more reluctant to risk getting into a. position of having to (()Ipete in the labor market.
That is why it is so extremely important to use the rehabilitationassistance program and never let the "secure income" attitude develop.
It is a key consideration in attempting to solve the disability problem.
I might depart, if I night, from the testimony here to quote from
a letter which Mr. John Miller, who appeared on February 14, received from Dr. Donald Munro, who is at the Massachusetts Memorial
Hospital in Boston, the industrial rehabilitation and neurosurgical
department. He say., in speaking from personal experience with some
600 civilian and some 300 veterans who were suffering from various
forms of paralysis, it is his experience:
* * * that cash

payment to such patients as a recompense for their dis-

ability and as a method of promoting rehabilitation is not only a total failure
but a definite and serious deterrent to the proper future activities and developmenit of such patients. Such payments sap the patient of his initiative, lead to
regression of syn)toms and signs, deprives the patient of his habit of responsibility, prevent reemployment and first discourages and then prevents the
patient from reassuring his previous proper and respected position in both his
family and community life. No greater tragedy could happen to an individual
in the need of rehabilitation than for the responsible members of the Government, whether municipal, state or Federal, to attempt to carry out rehabilitation
by the award to the patient of cash payments that either are or could be under
the control of the rehabilitale individual.
There is no age limit to rehabilitation-a man or ivoman of so can and will
have this attribute as often as or more often than a young person of 20 to :30
years. With proper teaching this rehabilitation can be activated to whatever
degree the patient's basic (ir created physical capacity will permit. Enforced
retirement because of disability at the age of 50 or above is a pure, artefact.

Senator KERR. Pure what
Mr. LINTON. Artefact. I wish he wouldn't use that 10-cent word.
I think it means something based on imagination or a misinterpret
tion of the fact.
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It is possible because the injured patient has been led to believe that he has
no other course open to him. My experience definitely demonstrates that, if
uninfluenced by pressure from those who are governed by the belief that money
is the cure for all ills and especially if nothing is demanded in return for such
financial gifts, all patients prefer to be taught how to bring their existing and
personal urge for rehabilitation to a useable condition.
I trust these statements are clear to you and thus transmittable to others.
I assure they have been well considered by me and have evolved over some
twenty-odd years of study and thought about the problems that these patients
are forced to face. They are not theoretical but are eminently practical.

To me, that was very impressive on this point.
Now, returning to the formal testimony, another count against a disability income provision in OASI is that among the millions of per.sons who would be covered would be hundreds of thousands-several
millions if all ages were covered-who would be exceedingly poor disability risks. Many would be persons with marginal abilities whose
holds on their jobs at best are precarious. With worsening economic
conditions they would become unemployed and at once the prospect
)o
-of obtaining a disability income would become most attractive.
what one wmid, it would be found exceedingly difficult to keep improper cases from getting on the rolls. The life insurance experience
;mply demonstrates that.
In connection with the "insurability" characteri.,tic, of the persons
covered by OASI, it should be noted that millions of women would be
covered by the disability provisions. Women, as amply demonstrated
by experience, are expensive disability risks. More than men, they
are subject to types of disability which are exceedingly hard to evalnate and hence easy to simulate.
As employed women advance in age, there would be an increasing
tendency for many to arrive at the state of mind where they would
consider themselves proper candidates to be retired on disability incomes-especially if they have paid payroll taxes for disability income
coverage.
This country would do well to avoid that prolblen, and by so doing,
-ave many headaches and a great deal of unjustified expenditures.
Senator KERR. Let me interrupt just a moment. I take it you are
,peaking here from the standpoint of social security, purely, in this
program?
Mfr. LINTON. This is directed to social security, von are absolutely
I],ht.
Senator KERR. "Women, as amply demonstrated by experience, are
expensive disability risks."
I was hoping that would not be lifted from context.
Mr. LINTON. Well, the life insurance companies found that out, and
I think we will find under the civil service retirement program, that
women have had considerably higher disability rates than did men.
I think that is general common knowledge, and I think it would occur
right in this program, as well as in any other.
Senator BARKLEY. You are not intimating regardless of disability
they are expensive risks.
Senator KERR. I just wanted to be certain that the witness' statements were addressed to this program.
Mr. LINTON. Yes, sir.
Senator KERR. I felt that was the case.
Mr. LINTON. Yes, sir.
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Incidentally, the positive rehabilitation program would have two
valuable byproducts. In the first place, it would be effective in detecting and correcting the points of view of persons who have brought
themselves to the point of insisting that they are disabled and entitled
to benefits; whereas in reality they are suffering from a weakening of
the will to work and hence magnify their ailments. Cases like this
are frequently difficult to detect without continued observation.
In the second place, rehabilitation procedures would discourage the
filing of improper claims. Chiselers want an immediate steady disability income, not the searching analysis of a rehabilitation agency.
The disability "freeze" provision fits into this picture and protects
a disabled person's status in the OASI program. It should by its
nature be relatively simple to administer because the benefits of being
declared disabled are so relatively remote and small that the incentives
to file improper claims are greatly reduced. I mention this because
the experience under the "freeze" provisions will be far more favorable
than would be the case if an immediate disability income were at
stake. How well the life insurance companies know the difference,
especially when economic conditions slow down.
Despite the relatively simple problems of administering the disability freeze provisions, I believe it would be well for your committee
to ask some searching questions as to how the plan is operating,
whether or not the backlog of claims is increasing or decreasing, and
how many persons have been certified as disabled, and so forth.
The cost of a disability income provision is very hard to estimate.
The determination of disability involves so much discretion and personal judgment, that forecasts of costs are likely to be unreliable.
Mr. Robert J. Myers, Chief Actuary of the Social Security Administration, has done the best with the data available. However, as you
know, he has clearly pointed out the pitfalls. In that he is right.
He has also assumed continuance of high employment conditions and
a tight, strict administration of disability benefits.
If these assumptions should not be realized-certainly they are not
assured-the estimates could prove to be wide of the mark. Because
of uncertainties of the underlying assumptions and of the firm belief
that it will be impossible to hold the coverage to limited age groups, I
am sure that the eventual cost would be heavy, probably in excess of
1 percent of payroll.
Furthermore, I believe it would be an unjustified threat to the
OASI trust fund. I would feel the same way if the determination of
disability were to be made by the Federal social security representatives rather than by State agencies as provided in H. R. 7225.
The conditions under which OASI benefits are now granted, except
for the relatively minor disability freeze provision, do not involve discretionary judgment. They depend, as you well know. upon such
factors as age, wage records, dependency, and marital status, all of
which can be factually ascertained.
Senator KERR. Let me interrupt there. You have had a great
experience in the life insurance business, haven't you?
Mr. LINTON. I have been there a long time.
Senator KERR. Is there such a wide difference between the OASI
program as you are here describing it, with rather specific provisions
and liabilities and benefits on the one hand, and a program which is
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'basically insurance for those completely disabled, that you feel to
attempt to administer them both as parts of one program, might result in material decrease of the efficiency of both?
Mr. LIroN. You mean the disability program and the old-age
program ?
Senator KERR. Yes. Do you feel that they are so different in character, in possible liabilities, in the element of uncertainty of when
benefits are payable, that regardless of the fact that you may make
2 parts of 1 program, they would still have to be administered as 2
separate and different programs?
Mr. LINTON. I think the administration would have to be entirely
separate because there is such a great difference in the types of benefits.
They are connected here since they would, of course, be drawing
upon the OASI trust fund. Therefore, in that respect, they are right
together as far as the payments are concerned. But the administration is quite different because the OASI benefits are based upon facts
you can get from the records.
Senator KERR. Do you figure that the operation of providing payments under the disability program is so uncertain of predetermination as to the cost and extent of liability that it might work out in such
a way as to impair the degree of soundness which has been achieved
with reference to the OASI program?
Mr. LINTON. I doubt that it would actually bankrupt, or anything
like that, the present program.
Senator KERRa. That was not the question.
Mr. LINTON. But I think that it would raise questions as to whether
or not we were diverting funds unduly from the OASI program for
old age.
Senator KERR. Well, to the extent that you did that, you would impair the OASI program, wouldn't you?
Mr. LINTON. Yes, it would impair it somewhat, but I would not want
to magnify the great damage to be done.
Senator KERR. I don't want to magnify. I just want to know in
your analysis of it, and from the standpoint of your experience in a
similar program, you have the conviction that it would result in draining off funds from OASI to provide the benefits made available under
disability provisions, and thereby impair that program?
Mr. LINTON. Yes; it would require an increase in the payroll taxes
to offset that. If you increased the payroll taxes, then I think you
could take care of the benefits.
Senator KERR. Have you given thought to the actuarial soundness
of the proposal in the bill, with reference to the amount of increase
that would be put into effect in payroll taxes to take care of the
disability program?
Mr. LINTON. Yes.
I think Mr. Myers' estimates, as far as he can go with the data
at hand, are probably fairly sound. But I think that it is very difficult to make any estimates as to what is going to happen in a program
like this, where so many millions, if you should extend it all down the
line, for example, so many millions are not good disability risks because they are marginal workers.
They are just the type of people who will come on the rolls at the
first opportunity, if they can get there, and it is very difficult to esti-
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mate what the cost is going to be when you have got a group like that.
Senator KERR. Then, if you were advising this committee, would
you indicate to us the possibility or the probability that the most carefully worked out estimates or forecasts of that cost might prove to
be an error, to a considerable degree
Mr. LINTON. Yes.

I think they would tend to be on the low side. It is very difficult
to know in a 'public program like this, with so many marginal risks,
what the program is going to cost. You cannot use the life-insurance
experience, because you don't have the poor risks in that group.
Senator KERR. Well, if, then, there is a serious probability that in
working it out, in carrying it along in this program, it could require
drawing off of funds from the general account, which is there to pay
l)enefits in both classes, to where the OASI program could be impaired,
would you think it might be wise for Congress to consider, if they
were going to have a disability-insurance program, setting it up
separate and apart from OASI?
Mr. LINTox. Since I don't like the disability, in any event, it is
hard to answer that question. I expect there night be some advantages in separating it out. It would certainly bring the cost right
out in the open, and would not load the cost over on the other people in
quite the same way. You could not draw upon the trust fund.
You would ha:e to pay the costs or else incur a deficit and have
general funds appropriated to take care of the deficit. It would bring
out the costs very clearly, but whether there would be a real gain
in that is hard to say.
Senator KERR. Well, if we are going to undertake a program of
disability insurance, I would think there is merit in attempting to
do so on a basis that would not only permit but compel it to stand
on its own bottom, and not permit it in any wav to become a threat
to the integrity of the OAST trust fund and program.
Mr. LINTON. I would think that that is a sound conclusion, although
I would not want to, by saying that, indicate that I thought it was
a good idea.
Senator KERR. I understand. I did not ask you the question on
that basis. I asked yon the question on the basis that if you were
confronted with the c'ertainty that Congress was going to aprovide
separatea
to make
program, then would yoo advise this committee
program?
Mr. LINTON. Well. I think there might be a great deal of merit in
that, but I really had not given it much though until you raised the
question.
Senator KERR. It would seem to me that if your observations are
sound, and I certainly am not questioning them because I have got
not only respect for your experience but your integrity of position,
that they would certainly indicate the consideration of such a course.
Mr. LINTox. It is a very interesting suggestion. I think it is one
that ought to be very carefully explored.
Senator KERR. Thank you.
Senator BARKLEY. Let me ask you a question while you are diverted
from your prepared statement.
In case of men or women, either, who are temporarily disabled,
totally disabled, but think they are permanently disabled, and yo
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put them under a program of rehabilitation, and assuming for the time
incapable of earning money, would you proare disabled,
they
being
for them during the period of rehabilitation ?
vide any
assistance
Mr. LINTON. Yes, I certainly would, through Federal grants-in-aid
and State money. I think it is most important that they should
have maintenance during that period, terribly important that they
should.
I would not exhaust t
n'
total resources so that he hadn't anything left. That would be most unfortunate.
Senator BARKLEY. It might be, some could be rehabilitated within
6 months or maybe a year.
Mr. LINTON. Correct.
Senator BIKLEY. During that period they would have to have some
kind of support.
Mr. LITON. They certainly would.
Senator BARKLEY. That is all.
Senator KERR. Senator Martin?
Senator MARTIN. On the preceding page, the bottom of your page 5,
you make the statement:
Because of uncertainties of the underlying assumptions and of my firm belief
that it will be impossible to hold the coverage to a limited age group, I am sure
that the eventual cost would be heavy, probably in excess of 1 percent of payroll.

How did you arrive at that?
Mr. LINTON. I discussed it with Mr. Myers, and he said he felt that
that was a reasonable statement. I think his judgment in that woull
be as good as any one we could find, although, as I pointed out, he is
using data which are not derived from the same class of people as a
whole that would be included in this group of all workers, if you
cover the waterfront.
Senator MARTI-N. It is going to be necessary, then, for us to do some
experimenting for a while, if we assume a program of this character.
We don't have much actual information to base it on.
Mr. LINTON. NO. And we have not had any experience in a field
like this, as far as public programs are concerned, to any great extent
in a period of the depression.
I am not sure how the Railroad Retirement and Civil Service
worked in the depression. I know the life-insurance companies certainly got terribly hard hit, and we are convinced that this group of
insured people would suffer very much in that regard.
Senator BARKLEY. Is it to be taken for granted that the disability
provisions, as they are written into this bill, would not be selfsustaining?.
Mr. LINTON. I would not like to say that they would not. I am
inclined to think that the estimates are under the actual cost, especially
if we went through a period of worsened economic conditions. That is
when everybody tries to get o the rolls, if they think they have a
chance of being considered disabled.
Senator BARKLEY. If it is not self-sustaining, it would have to impinge upon the other fund or be paid for by public appropriation?
Mr. LINTON. Unless you increased the payroll tax rate.
Senator BARKLEY. If he is disabled he is not on the payroll.
Mr. LINTON. No; I mean the payroll tax rates of other people.
Senator.BARKLEY. That goes into the other fund.
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Mr. LINTON. That is correct, but you might have to raise the tax
rates to take care of the extra expense, or, as you saySenator BARKLEY. If a man is not employed through disability, he
has got no wages out of which he can pay , and the employer is not
required to pay anything because the man is not working.
Mr. LINTON. I did not mean the tax rates for the individual. I
meant that you would have to raise the whole level of tax rates in the
bill on everybody, in order to cover this extra cost.
Senator BARKLEY. That is all.
Senator KFan. All right, sir.
Mr. LINTON. Returning to the formal testimony the determination
of disability under disability income insurance is a horse of another
color. All kinds of pressures develop to get a person on to the rolls,
Many come from relatives and friends who have an interest in supporting his claim to be disabled. "He needs the money. It will never
be missed from a huge $20 billion fund." It will be an area in which
Members of Congress will be importuned to have favorable consideration given to many claims that will turn out to be improper.
Much more could be said on this subject. I have concentrated on
what I believe to be major points. It is my sincere hope that this
country will avoid the essentially negative approach of disability
income insurance, and instead develop and greatly strengthen the
positive program of rehabilitation, plus disability assistance already
in existence.
Reduction of eligibility age for women:
As has been pointed out in prior testimony, to reduce from 65 to 62
the age at which women would become eligible for OASI benefits
would be to go against the tide of increasing longevity and improving
physical conditions of people at the older ages. Both make it easier
for women to continue longer in employment, and to secure employnent at older ages.
As previous testimony has pointed out, the capabilities and attitude
of older employed women have led many industrial and business organizations in recent years to raise the retirement age for women from
60 to 65. Why should the Federal Government seek to reverse that
trend? Should private pension plans be altered to provide a younger
retirement age for women, much additional money would be required
that could better be used to provide more adequate pensions under
current plans.
The claim that men are unable to retire after reaching age 65 until
their wives have also reached 65, is not borne out by the study of Mr.
Robert J. Myers. As you know, lie found that in 1953, 98 percent of
the men who retired appeared to have done so without regard to the
receipt or nonreceipt of OASI benefits by their wives. The relative
smallness of the problem would not seem to justify the proposed age
change.
In the case of widows, I doubt also that there is justification for
change. The basic philosophy of our social-security program has
been that widows without dependent children should support themselves through employment. The great majority of widows will already be employed when they reach age 62. The greater vigor of
older people today makes it easier than ever to hold a job. To make
a major change in policy to take care of those widows who cannot
find employment betwen 62 and 65 hardly seems justified.
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For these reasons, I believe it would be unwise to incur the substantial additional taxes which the proposed age change would require.
According to the estimates on the low-cost basis the change would
require an eventual increase of 0.55 percent in the payroll taxes. On
the high-cost basis, 0.80 percent. When the payroll taxes to meet
other OASI costs go to higher levels, this additional burden would be
unfortunate, especially since the benefits are relatively of so little real
necessity.
The more I have thought about this suggested age change, the more
I have wondered about the collateral consequences of giving the impression that Congress had specified age 62 as the beginning of "old
age" for women. If this is carried over to old-age assistance, to the
double exemption for older people under the income-tax law, and to
the retirement income credit for older people under the same law,
a Pandora's box of trouble could easily be opened which would involve much unwise expenditure of public funds, loss of revenue, or
both.
To sum up, I believe the proposal to reduce the eligibility age for
women from 65 to 62 would prove to be a costly mistake which the
country would come to regret.
Senator KERR. Thank you very much, Mr. Linton.
Mr. LINTON. Might I add just a word?
Senator KERR. Yes, sir.
Mr. LiNTON. I have been thinking that, on both of these subjects,
I have in a sense come out with negative ideas. Is there anything
that could be done with the OASI system that would be within reasonable range of cost and would, at the same time, do some good?
I have wondered whether you had given consideration to the possibility, instead of these two changes, of raising the minimum of $30 to
$40, or something like that, in the OASI program.
This would apply to primary beneficiaries, to widows and to a number of children. It would apply to perhaps a million, or it might be
a million and a half people.
The interesting thing about it is that the cost of that program
would be almost covered by the gains that have taken place in the average taxable wage in recent years. That has gone up, and there has
been a gain in the actuarial equivalence of the taxes and benefits.
Therefore, it would probably require no tax increase to do it.
Many people on old-age assistance would be helped by this, and I
think it might be worthwhile for you to look at that program, get
the costs of it, and see what it would do, State by State, because it
would certainly help a great many people who are just in the class
that need it.
I would just like to throw that out as a possible thing to think about.
Senator KERR. Thank you, sir.
Senator BARKLEY. In that connection, we started out with a basis
of $30, half to be paid by the Federal Government if the State
matched it up to $30. We later added $5 on the part of the Federal
Government, whether matched by the States or not.
Mr. LINTON. Yes.
Senator BARKLEY. And you think that it ought to be a minimum
of $40, then, to be matched by the States?
Mr. LINTOx. No; I am not talking now about old-age assistance.

I am talking about the minimum in the old-age and survivors' insurance system.
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In other words, no needs test would be involved. It would simply
be an increase in the minimum from $30 to $40, or something like
that. I think it might have considerable merit to study it.
I appreciate the opportunity of appearing before you.
Senator KERR. Thank you, sir.
We have a distinguished citizen here from the State of Utah, and
on our committee we have one of Utah's great men, one of their
Senators.
Do you want to present this next witness, Senator Bennett?
Senator BENNETT. Yes. Is Dr. Porter here?
Senator Kerr, this is Dr. R. 0. Porter, of the Utah State Medical
Association. I am very happy to present him to the committee, and
I know we will enjoy what he has to say to us.
Senator KERR. Thank you, sir.
Good morning, Doctor.
STATEMENT OF DR. R. 0. PORTER, PRESIDENT, THE UTAH STATE
MEDICAL ASSOCIATION
morning, sir.
Dr. POnTEn. Good
Mr. Chairman and members of the committe, I am Dr. R. 0. Porter,
former professor of health and health education at Utah State College and former dean of the School of Medicine, University of Utah.
I mention these positions to show that my background includes academic as well as professional experience.
I am now president of the Utah State Medical Association, and as
such I represent the medical profession of the State and, in the main,
this presentation represents the association's thinking.
It is altogether heartening to the rank and file to know that free
democratic processes are still in operation, that there are statesmen
in both parties willing to put the common good ahead of political
expediency even in an election year, that free discussions and open
hearings on controversial important issues are allowed, and, Mr.
Chairman, we congratulate you on conducting your committee hearings on this high level of statesmanship.
The medical profession of the State of Utah desires to go on record
before this body as being in favor of social security. We have always
been in favor of public assistance of those in need and we have always
supported the social-security principle and laws as enacted in 1935.
Indeed, we have gone along with the liberalizing amendments that
have been enacted into law since that time. However, we feel that
the proposed amendments of 1955, known as H. R. 7225, present such
a wide departure from the original concept that we are genuinely
alarmed. The manner of the bill's presentation and passage by the
House Ways and Means Committee and the House itself adds to our
alarm.
We believe that before any more changes are made to our socialsecurity laws the entire social-security structure should be scientifically,
analytically, and actuarially studied by competent experts to determine
if changes are needed: if so, what they should be, and point the
direction we should follow. This study should determine the cost
of the program and its economic impact upon our present and
future economy. These things we do not know.
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We believe that our past experience in this field, together with the
knowledge of our ever-increasing longevity and the wealth of information compiled by insurance companies in the fields of disability
and annuity insurance, could be used to evolve a sound and equitable
law with fair and somewhat equal assessment of costs.
We believe it is unjust and unsound to give cash benefits for disability to generations that can pay but a small fraction of the costs,
and to knowingly pass those costs on to future generations to pay.
May not the eventual high costs actually destroy the system? Let's
find the facts first, and legislate after the facts are known.
We are opposed to the provision of the bill that ties total disability
to social security. The payment of high cash benefits for total and
permanent disability would throw an impossible obligation and burden
upon the medical profession. It is difficult enough under workman
compensation laws to accurately determine the degree of disability
where there is tangible, physical evidence of injury.
To include for doctor certification all types of intangible, nonconfining alleged sicknesses and mental and nervous disorders, alcoholism,
rheumatism, headache, female pelvic disorders, and scores of other
subjective complaints which cannot be proved or disproved would be
to invite chaos. It would result in utter confusion, injustice, and bitterness and would encourage the patient to shop for the doctor who
would give a favorable report.
We believe it would destroy incentive to work and incentive to rehabilitate for work among many people. The provision denying
benefits to those who refuse rehabilitation is worthless, for where
there is no will or desire to rehabilitate there will be no rehabilitation,
regardless of word acceptance.
Our experience with recipients of total disability benefits from insurance companies among all classes of people is "'once on the rolls,
seldom off the rolls," even though skillful maneuvering is required in
many cases to keep the certification.
At the present time there are no known standards for determining
total disability, and the doctor would be caught in a squeeze between
politicians, Government bureau administrators, and the patient and
his friends. The decision would be extremely difficult and inaccurate
if honestly made, because it would involve, in addition to all of the
above-mentioned intangible mental and emotional factors, honesty,
character, and willpower.
One example in my experience has been duplicated thousands of
times throughout the country. If this bill is enacted, I am sure this
case would be multiplied hundreds of thousands of times.
A tradesman 40 years old, making a good living, underwent surgery
for a gastric ulcer 20 years ago. Not an uncommon condition. Many
people are doing full work after half or two-thirds resection of a
stomach for such a condition. He had life insurance with waiver of
premium and noncancelable total disability benefits which amounted
to or near his earning capacity. He has never worked a day at his
trade since, although his wife, with his assistance, manages a couple
of roominghouses. His training was in a sedentary occupation not
requiring heavy work or worry. He was self-employed. His symptoms are all psychoneurotic, yet no doctor between my hometown and
Rochester, Minn., has denied him certification. For many years he
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has been honestly disabled psychologically and mentally. Yet others
with identical handicaps-minus insurance security-have resumed
their work and are living happy and productive lives.
We beg of you, do not take away a person's dignity, incentive, and
will to work by the bait of security.
Permit the mention of one other case. I hesitate to do this because
it involves me personally, and I mention it to let you know how a
pensioner feels.
For nearly 3 years I was disabled from a spinal
injury requiring extensive surgery. For a year and a half I underwent rehabilitation treatment at my own expense and qualified for a
limited office practice. By a little mental conditioning, which in
spite of me was rapidly taking place, and a little exaggeration of
symptoms which was becoming less difficult, I could have remained
permanently on disability income. I swear to you gentlemen that to
give up that security and go back to build up a new practice was one
of the hardest decisions I have ever had to make. The difficulty was
fear and the beginning of mental deterioration. The only reason, I
am sure, I did go back was because previously my income had been
sufficiently more than the sum of my pensions to give me some courage.
This brings up a few additional questions:
1. What are we now doing by local, State and National efforts
for our disabled?
2. Can we not implement and increase those efforts without drastic
changes now?
3. Has a state of emergency arisen suddenly?
4. Is there any reason to believe there will be an emergency in the
near future?
At this point I want to present an article from the Salt Lake
Tribune of February 15, 1956, 1 day before I left home.
I don't know, Senator Bennett, whether you saw this. I brought
it along to give you.
Senator BENNETT. It can be accepted for the record.
Dr. PORTER. I think it should be put in the record.
Senator KERR. Very good.
(The newspaper article referred to, entitled "Welfare Outlay Dips
$52,000 in Utah During 1955," is as follows:)
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[Salt Lake Tribune, February 15, 1956]
WELFARE OUTLAY Dips $52,000 IN UTAH DURING '55-FEwER RESIDENTS ON STATE
ROLLS, CoMMIssIoN CHAIRMAN REPORTS

With fewer Utahans on welfare rolls, the State welfare commission reduced
public-assistance expenditures in 1955 by $52,000 below those of the previous year.
H. C. Shoemaker, commission chairman, reported Tuesday the reduction
marked the first time in 5 years that expenditures had decreased from the

previous year.
The total outlay for welfare purposes in 1955 was $15,039,458.
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The State

footed 54 percent of the bill. Federal grants covered the rest.
Mr. Shoemaker pointed out that an average of 27,115 Utahanswa month received
welfare payments of one kind or another during 1955. This is an average of
378 fewer persons a month than the previous year.
THREE CATEGORIES DIP
The commission chairman said the decline occurred entirely in three categories:
1. Old-age assi8tance.-Down1.2 percent (from 9,863 persons to 9,452), mainly

because of continued enforcement of the lien requirement and the fact that social
security is covering the needs of more and more older persons.
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2. Aid to derndent children.-Down 2.2 percent (from 11,400 persons to
11,268), primarily because of abundant employment opportunities and concentrated rehabilitative efforts.
3. Assistance to employable persons.-Down 6.9 percent (from 2,627 persons
to 2,401), because of generally vigorous economic conditions and the resulting
active labor market.
OTHER AID GAINS

The remaining categories of welfare assistance--aid to the blind, disabled,
unemployables and foster care-all showed increases over the previous year.
While the total number of welfare recipients declined in 1955, the average
monthly payment to each of these persons increased in all categories except aid
to dependent children, Mr. Shoemaker said.
For example, the average monthly payment to aged persons in 1955 was
$59.62, up $1.77 a month from the previous year. Increases in other categories
ranged from 37 cents to $1.91 a month. The average grant-in-aid to dependent
children was dowu 32 cents a month.
COMPARES FIGURES

Following is a breakdown of the total grants made for the year, with 1954
figures in parentheses:
Old-age assistance, $6,762,773 ($6,846,442); aid to dependent children,
aid to blind, $183,408 ($170,213) ; aid to disabled,
$4,098,785 ($4,189,688)
unemployables, $693,370 ($686,713) ; employables,
$1,379,660 ($1,298,500)
$589,001 ($632,68.5) ; foster care, $275,868 ($266,537) ; medical care and sight
conservation, $26,159 ($24,314).
The commission also expended $184,095 ($169,887) for child-welfare services
and commodity distribution, and $846,333 ($806,507) for administration costs.

Dr. PORTER. The headline, "Welfare Outlay Dips $52,000 in Utah
During 1955":
Three hundred and seventy-eight fewer persons a month (receiving benefits)
than the previous year.

Among the reasons given for this decline is concentrated rehabilitative efforts.
5. Should disability payments be made to disabled persons not in
financial need?
We believe parts of this bill are bad, and if you will delay action
until after a proper study and analysis has been made, legislation that
will be a blessing to our people and our country can replace it.
We believe the costs involved if this bill becomes law may eventually
kill social security. Even its ardent advocates admit it will cost as
high as 9 percent of payroll. Acturial estimates put it much higher.
I have seen estimates as high as 30 or 40 percent. I think nobody
knows. Let's find out first. Let us make the best survey and review
we know how.
I think I am not mistaken if I quote Senator Martin as of yesterday
in saying that in his State of Pennsylvania the schools had decided
upon a 14-percent tax, actuarially sound. If I am mistaken, I am
sorry, but I believe that statement was made here from this rostrum.
The next question is frequenly asked: After that, what? Nobody
can answer that, but I know it is in your minds, as it is in ours.
Thank you, gentlemen, for this courtesy.
Senator KER. Thank you, Dr. Porter.
Miss May Bagwell, American Nurses' Association.
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STATEMENT OF MAY BAGWELL, ASSISTANT EXECUTIVE
SECRETARY, AMERICAN NURSES' ASSOCIATION

0

Miss BAGWELL. I am May Bagwell, an assistant executive secretary
of the American Nurses' Association. I appear here today on behalf
of the association, the national organization of registered professional
nurses with over 177,000 members in 54 constituent State and Territorial associations.
Since 1944, the house of delegates of the American Nurses' Association has voted at each of its biennial sessions to promote the extension and improvement of social security. I appear here today to
urge favorable consideration of providing old-age and survivors insurance benefits to totally Jisabled individuals below the age of 65,
and favorable consideration of lowering the age at which women are
eligible for benefits from 65 to 62 years of age.
In 1948, the Advisory Council on Social Security to the Senate
Committee on Finance reported that the time had come to extend the
Nation's social-insurance system to afford protection against loss of
income from permanent and total disability. For a large part of our
population there exists no protection, other than public assistanc,
from loss of income due to long term illness and disability. Persons
must turn to relief programs for help in supporting themselves and
their dependents, as well as for hel ) in meeting the cost of medical
care. This situation tends to degrade and to foster dependence upon
public relief. Persons who make social-insurance contributions for
a period of years, perhaps throughout their working lives, who become disabled before 65 years of age may derive no benefit during their
lifetime from these contributions.
Few persons can save sufficient money to support themselves and
their families during long periods of unemployment. Private insurance protection against long-term disability is costly. For the many
permanently and totally disabled people who are not protected
through special programs, the extension of contributory social insurance in this area would prevent hardship and degrading dependency.
For example, nurses employed in nongovernmental hospitals and
self-employed nurses have little protection against income loss caused
by total and permanent disability. Salaries have been traditionally
low and nurses generally have not therefore been able to purchase
insurance protection individually. Furthermore, the majority of
nurses employed in nongovernmental hospitals are not covered by
employer-instituted insurance plans which would cushion the shock
of being suddenly faced with the loss of income resulting from total
and permanent disability.
The ANA favors the proposed addition of a disability insurance
program under the social-security system so that persons in nongovernmental employment may have protection under a Federal program
similar to that which employees have under successfully operated
Federal programs such as the railroad retirement system, the civilservice retirement system, and the programs of the armed services and
the Veterans' Administration.
Every effort should be made to rehabilitate disabled persons to the
highest possible degree of self-sufficiency and to return persons who
are able to work to gainful employment. Congress has recognized
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this in providing for vocational rehabilitation services. Socialinsurance benefits during periods of long-tern disability would preserve the worker's self-respect while supplying a measure of financial
security and would increase the chances for successful rehabilitation.
The American Nurses' Association urges an extension of old-age
and survivors insurance to meet the needs of persons who are unemployed for reasons of long-term illness and disability with provisions
made to insure the maximiumn degree of rehabilitation.
Also included in the 1948 report of the Advisory Council on Social
Security to the Senate Committee on Finance was the recommendation that the minimum age at which women qualify for benefits should
be reduced to 60 years.
The American Nurses' Association believes that the provisions in
H. R. 7225 reducing to 62 the age on the basis of which benefits are
ayable to certain women to be a much-needed improvement in the
ocial Security Act at this time.
In order that more beneficiaries may maintain more nearly adequate
levels of living, wives should be able to claim benefits when their
husbands retire. Older women who have had little or no work experience find it difficult if not impossible to secure employment. Older
widows and dependent mothers of deceased beneficiaries find it practically impossible to enter employment if they have not been very
recently employed. Especially is this true of professional nursing,
where rapid changes in practice require the nurse to constantly refresh
her knowledge, and where the work is often physically taxing.
In addition, many employed nurses at age 62 and after find it difficult to perform the strenuous tasks required in hospital nursing today
on a full-time basis. If they could receive sccial-security benefits
they would be able to continue working part-time and thus prevent
a drastic reduction in their standard of living and at the same time
help to meet the growing demand for professional nursing services.
To equalize the benefits for women in covered employment, the same
qualifying age should apply. This would permit insured workingwomen who must retire at age 62 to claim benefits.
The American Nurses' Association urges this committee to act favorably upon the proposed lowering of the age at which women may become eligible to claim benefits under the social security system.
Senator KERR. Thank you very much, Miss Bagwell.
Dr. C. D. Swope, American Osteopathic Association.
STATEMENT OF DR. CHESTER D. SWOPE, CHAIRMAN, DEPARTMENT
OF PUBLIC RELATIONS, AMERICAN OSTEOPATHIC ASSOCIATION;
ACCOMPANIED BY L. L. GOURLEY, LEGAL COUNSEL, AMERICAN
OSTEOPATHIC ASSOCIATION
Dr. SWOPE. I am Dr. Chester D. Swope, a practicing osteopathic
physician and surgeon in Washington, D. C., and appear here as chairman of the department of public relations of the American Osteopathic
Association. With me is Mr. L. L. Gourley, of Washington, I). C.,
legal counsel for the American Osteopathic Association.
We very much appreciate this privilege of presenting our views on
H. R. 7225, cited as the Social Security Amendments of 1955, which
ii passed the House on July 18, 1955.
73192-56-pt. 2-21
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I shall confine my remarks to the extension of OASI coverage provisions insofar as they relate to compulsory coverage of physicians
of the osteopathic profession, and the provisions relating to disability
insurance.
Extension of coverage:
During the July 1950 Convention of the American Osteopathic
Association, the house of delegates declared "it is the established policy
of the American Osteopathic Association that the profession not be
included under the OASI program."
The Senate Finance Committee had adopted a similar position in
reporting to the Senate the Social Security Amendments of 1949, on
May 17, 1950, and doctors of osteopathy were expressly exclude in the
final enactment of that bill, August 28, 1950 (Public Law 734).
Senator KERR. That is included in the group that was exempt?
Dr. SWOPE. Exactly.
The American Osteopathic Association is organized on democratic
lines. Its policymaking body is the house of delegates chosen by the
State associations with representation apportioned according to osteopathic population in the respective States. The house of delegates
meets in annual convention. A board of trustees elected by the house
of delegates constitutes the governing body between conventions.
In July 1953, the convention of the AOA House of Delegates
endorsed OASI coverage on an individual elective basis, but did not
relax its opposition to compulsory coverage.
It was pursuant to that policy that I had the honor to appear before
this committee in July 1954 to advocate voluntary coverage and
oppose compulsory coverage, in connection with the Social Security
Amendments of 1954, H. R. 9366. On August 13, 1954, in discussing
that bill in the Senate, Senator Walter F. George made the following
statement:
I want to add that the committee is anxious for all of the professional groups
to come in when they manifest a clear desire to do so. That is the attitude of
the committee. At one time we went so far as to put them in under a voluntary
system, but there are objections to the voluntary system in a system of compulsory insurance so far as the workers are concerned. Therefore, we abandoned
the idea and rescinded a vote that had been taken to put them in on a voluntary
system, but with the full understanding that in the case of any profession, be it
lawyers, doctors, dentists, or what-not, when we have a reasonable showing
that there is a clear desire of the majority to come in, we will bring them in.
That isthe attitude of the committee.

On August 24, 1954, Senator George's statement was published
to all the State associations by the AOA. We felt that the statement
indicated that compulsory OASI coverage would not be visited on any
self-employed osteopathic physician unless and until a clear desire
of the majority of the profession to come in should be manifested.
With that understanding, the AOA board of trustees at its regular
meeting in December 1954, expressly authorized the executive secretary of the association to conduct a poll of the AOA membership in
any State upon the request of the State association on the question
of inclusion in the OASI program. According to the 1955 Directory
of the association, the association comprises 74 percent of the profession practicing in the United States (8,807 out of 11,942).
Only two States requested such a poll, namely, Iowa and Maine.
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Out of a total AOA membership of 328 polled in Iowa, 23 voted in
favor of compulsory coverage, and 140 voted against compulsory
coverage.
Out of a total AOA membership of 149 polled in Maine, 4 voted
for compulsory coverage, and 62 voted against compulsory coverage.
New Jersey conducted a poll of all doctors of osteopathy practicing
in the State (AOA members and nonmembers), a total of 373, 12
of whom voted for compulsory inclusion and 18 voted against.
The February 6, 1956 issue of the Washington Report on Medical
Sciences reported the results of a mail survey of the osteopathic profession in Oklahoma (a total of 346 doctors of osteopathy are practicing in Oklahoma), conducted by Senator Robert S. Kerr, in which
90 voted for compulsory coverage "if voluntary coverage cannot be
provided in the law," and 39 voted against.
It will be observed that in the aggregate of the four polls abovementioned, the profession voted 2 to 1 against compulsory inclusion
(259 to 129).
H. R. 7225 amends paragraph 5 of section 211 (c) of the Social
Security Act to exclude from OASI coverage "a physician (determined without regard to sec. 1101 (2) (7) )."
The parenthetical limitation is intended to include in OASI physicians of the osteopathic school of medicine. In this connection, House
Report 1189, to accompany H. R. 7225, states:
The determination of who is a "physician" for purposes of the amended
section 211 (c) (5) of the act would be made without regard to section 1101
(a) (7) of the act, which defines the term to include osteopathic practitioners.

We respectfully submit that the same considerations which warrant
exclusion of physicians who are doctors of medicine are equally applicable for exclusion of physicians who are doctors of osteopathy,
and, therefore, there is no reason for them to be treated differently
under this legislation.
We respectfully request that the above-mentioned limiting phraseology, to wit: "(determined without regard to sec. 1101 (a) (7)," be
deleted so that paragraph 5 of section 211 (c) of the Social Security
Act, as amended, on page 21 of the bill will read as follows:
the performance of service by an individual in the exercise of his proas a physician [(determined without regard to section 1101 (a) (7) )]
or as a Christian Science practitioner; or the performance of such service by
a partnership.
(5)

fession

The term "physician" as therein used would, therefore, be governed
by the Social Security Act definition (sec. 1101 (a) (7)) which includes doctors of medicine and doctors of osteopathy.
For the same reasons, we respectfully request that the amended
section 1402 (c) (5) of the Internal Revenue Code, page 31 of the
bill, be amended by striking out the word "physician" and substituting
in lieu thereof the words "doctor of medicine or a doctor of osteopathy," so that it will read as follows:
(5) the performance of service by an individual in the exercise of his profession as a [physician] doctor of medicine or a doctor of osteopathy or as a
Christian Science practitioner; or the performance of such service by a partnership.

The form of the above amendment is necessary because, unlike the
Social Security Act, the Internal Revenue Code contains no definition
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of "physician." The proposed amendment eliminates the ambiguous
term "physician," which Webster's New International Dictionary defines as "a person skilled in physic or the art of healing," and which is
variously defined in State statutes, and substitutes definitive language
so necessary particularly in tax legislation.
DISABILITY INSURANCE

H. R. 722;5 provides monthly benefits at or after age 50 to insured
workers who are totally and permanently disabled. Benefits would
be suspended in case of refusal without good cause to accept vocational
rehabilitation.
Determination as to whether or not a person is totally and permagently disabled involves not only a physical examination to reveal
disease processes and impairments of bodily function, but also psychological and emotional factors, including motivation and incentive.
A disability pension could operate in many ways to stifle the will on
the part of the individual to cooperate for rehabilitation and return
to self-sufficiency. It could cripple the incentive which is an allessential part in the rehabilitation processes, thereby prolonging or
defeating effective rehabilitation, at the same time avoiding suspension of benefits.
Another most important factor which can militate against effective
rehabilitation of the disabled beneficiary is the fact that he would
be required, under the bill, to accept the services and advice of the
particular rehabilitation service operative in his State acting under
prescribed Federal standards, without any guaranty of choice of
physician or therapy.
We believe that the ramifications of such a program are so extensive as to require protracted study in advance of its adoption.
Senator KErR. Thank you very much, Dr. Swope.
Dr. William Zucker, Commerce and Industry Association of New
York City.
Tell the clerk if you are a doctor, or just "mister." We have it
here on our list as "doctor."
STATEMENT OF WILLIAM ZUCKER, DIRECTOR OF STUDIES, CONMERCE AND INDUSTRY ASSOCIATION OF NEW YORK, INC.
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Mr. ZUCKER. I am a doctor who does nobody any good. I amn a ie
doctor of philosophy.
6ea
Senator KERR. I will tell you right now, I hope you do them no
F
harm.
Mr. ZUCKER. I try not to, sir.
oin
A
Senator KERR. You may proceed, Doctor.
Mr. ZUCKEm. Senator, I have a prepared statement which I would
o
like to include in the record.
My nane is William Zucker. I am director of studies of the Com- %
pierce and Industry Association of New York.
T
It is an organization of some 3,500 businessmen and business firms tan
in New York City and in New York State. In order to save the td
time of the committee, I would merely like to pick out some of thelqp
highilithts of the statement and proceed.
-,4a
'rnR.
That will be fine.
,
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Mr. ZUCKER. First, with regard to coverage, the association has, for
many years, urged universal coverage of all persons, both gainfully
employed and self-employed. We have stated in past committee
hearings that:
Broad extension of coverage represents the soundest kind of liberalization of
the program.

We approve of the additional coverage provisions of this bill.
However, we urge upon this committee that the present exclusion of
physicians be amended and that doctors be covered on a compulsory
basis.
There are several reasons for this. First of all, industry is using
an increasing number of physicians, and they are going in and out of
covered employment. Where the doctor is employed by a private
concern, he is covered for social-security purposes. When he goes
into private practice, however, he is not. And therefore his benefits
are reduced and, at times, survivorship provisions of the law are not
available to his family.
Secondly, there is an increasing number of young doctors who are
going into practice.
These young men, after spending 6, 7, 8, 10 years in their educational
and professional training, can ill afford to provide for themselves and
for their families adequate financial protection in case of premature
death. I think it is most important that the families of these doctors
be covered, both in terms of the survivorship provisions of the law and
for their eventual retirement.
Now, with respect to the reduction of retirement for women, we urge
that this provision be studied much more carefully than has been given
by the House of Representatives through its adoption of this provision without adequate hearing.
Senator KERR. You think it has not been adequately studied, nor
adequate exploration of it in public hearings conducted, to justify
present inclusion in the bill?
Mr. ZucKEn. Exactly, sir. We feel that it would be a great disservice to the women of this country to put this disadvantageous form
of discrimination upon them.
We feel that employees should be encouraged to stay in employment. Our association, for example, has worked with the New York
State officials and the State legislature, in encouraging use of older
workers in industry. Now, to lower the age for women would merely
increase the efforts which would have to be made in order to keep
them in employment.
Furthermore, Government and private pensions, union pensions,
are geared to age 65 for both men and women. It would create many
complications in the programs as they exist today.
And, finally, as Mr. Myers has already indicated, only 3 out of 10
couples will benefit by this proposal, and he has estimated that of the
men claiming benefits at 65, only one-fifth had wives 65 or older, while
one-half had wives younger than age 62.
The suggestion has already been made that the retirement age for
.women be lowered to 60. This provision will only be an entering
wedge. Our association would no more recommend, for example, the
support of the retirement of women at age 62 than we would, for
example, propose or support putting Senators out to pasture at age
65. Everyone should be encouragec-
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Senator KERR. If you can convince the Senate of the similarity of
principle, you will be very effective in your recommendation.
Mr. ZUCKER. With regard to the disability benefits at age 50, it
appears to us that there is a great need for studying the experience
under the 1954 disability freeze amendments before cash benefits for
the disabled are considered. There are going to be many, many problems involved, both administratively and medically, which are most
serious in determining how disability benefits are to be paid.
I would not want to say that this is a calculated plan-perhaps it
is, by the proponents-to start with disability benefits paid at age 50,
and then to urge decreasing ages.
But at the present time this bill discriminates between workers who
are disabled and under age 50, and those who are disabled and over
age 50. But even more importantly, our association is quite concerned
with the very term "disability."
You have already heard from a number of doctors and their concern with this term. Our association has been, for the past 5 years,
conducting an extensive examination into the workmen's compensation program of New York State, and we have published a number of
volumes under the supervision and guidance of some eminent authorities in the field of workman's compensation, and one of the volumes
has been a study of low back pain in industry.
It was conducted by Dr. Henry Kessler, the international authority
on rehabilitation, and an eminent orthopedic surgeon. His conclusions, by the way, are most interesting here. He studies 169 typical
low back cases in workman's compensation, and his study revealed, in
his terms "the bankruptcy of medical diagnosis," and also that 80 percent of the cases are characterized by the presence of an anxiety state
rather than the deterioration of a lumbar disk.
Dr. Kessler stated thatalthough all the tools of medical science were available and used, these cases
were characterized by isolated and one dimensional observation, by luxurious
waste and conspicuous consumption of medical talent. There was no essential
difference between the type of diagnosis arrived at by the specialist and that by
the general practitioner.

Dr. Kessler concluded that a prominent feature of all the cases
studied was the prolonged period of disability and the lengthy administrative process. Report after report, he said, emphasized the lack
of objective evidence to corroborate the subjective complaints of the
patient.
When we think of these disabilities we immediately think of the
paraplegic, the man who has lost an arm, or the one who has lost a leg.
But the more important cases-and this has been very evident in
workman's compensation-have been those complaints which are subjective in nature, in which there are no objective findings whatsoever,
the low back pain, the headaches, and those cases which are based on
neuroses.
These will be compensated for by this provision, if it were to be
enacted. It is that type of case which is so difficult for analysis in
workman's compensation, with which, as one doctor has already stated,
the medical profession and the administrators have had more than 40
years of experience.
These are the cases which are so hard for evaluation, and here we
are throwing them all in for benefit payment regardless of whether
the disability is work-connected or not.
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In workman's compensation there has been a somewhat distressing
experience with rehabilitation in this whole field. It has been said
that the worst curse of the workman's compensation system has been
the inability and the failure of the statutes to require that a worker, in
order to obtain his benefits, must use the rehabilitative services.
Our own association in New York has been attempting to foster
the use of rehabilitation and to amend the workman's compensation law in order that we get a good rehabilitation provision in the
New York law, and I am sorry to state that we have met with obstacles from the most unexpected sources.
Rehabilitation should be fostered by industry, and also, industry
must be encouraged to employ the physically handicapped. These
ends industries are presently attempting to reach, and the States are
encouraging industry, by setting up rehabilitation services in the
States.
We feel that this program of disability benefits should be left to
the States, where adequate provision for the disabled is now provided.
Industry must be aided in the approach of using the physically handicapped and not of providing pensions which will keep these persons
from gainful employment.
Our own association has suggested several times that it would be
well that there be a comprehensive study by this committee, by any
group, which would be under the direction of Congress, which would
look into the whole field of social welfare and social insurance programs, the costs and its benefits, to determine whether there are not
some alternatives which might permit the integration of all the social
insurance programs in this country.
Next, with regard to the disabled children, 18 years and older. We
are sympathetic with the problem and approve, in principle, aid to
widows with dependent children who are permanently and totally
disabled. However, although concerned with the method of solving
this problem, we believe that such age should not be part of the social
security program.
What appears on the face to be a children's benefit, actually in its
mature form becomes a disability benefit to anyone who is permanently disabled beyond age 18. And it is conceivable, for example,
that a 30-year-old male, totally disabled before age 18 could qualify
for benefits, whereas a 30-year-old male married and with two children, who becomes disabled at age 30 would not be able to qualify
for any benefits.
There is one point which I would like to bring up to this committee, although it is not a part of this bill, and request that your
committee study it, and that is with regard to the elimination of the
quarterly reports.
I know that this committee has given some study to this idea, and
we are very hopeful that we could have a resolution of this problem
so that all reporting for OASI purposes would be on an annual basis,
similar to the manner in which the self-employed are presently reporting.
It is not necessary for employers to give these quarterly reports, it
is not necessary for the OASI administration to have these quarterly
reports. It would be a saving on both sides.
Finally, with regard to the increase in the tax rate, we strongly
favored in the past, and we do now, the system of financing on a pay-
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as-you-go basis. The bill, as passed by the House, will result in socialsecurity program paying out more in benefits than the amount of
taxes.
We feel that this would be a grave error but, in addition to that,
we caution this committee of this fact, that if, for example, the social
security taxes were to increase to the rate proposed in 1975, the benefits remain pretty much the same, and the income-tax rates at fairly
much what they are today, a self-employed person with an income of
$4,200 in 1975 will pay more in social-security taxes than he would for
his income taxes.
In fact, his social-security tax would amount to more than 20 percent
of his taxable income. This is a tremendous burden which is being
placed upon him. We merely caution the effect of this constant liberalization upon the individuals in this country.
Thank you very much.
Senator KERR. Thank you very much, Doctor.
Your complete statement will be put in the record.
(The prepared statement of Mr. Zucker, in full, is as follows:
STATEMENT OF THE COMMERCE AND INDUSTRY ASSOCIATION OF NEW YORK, INC.

By William Zucker, Director of Studies
I.

INTRODUCTION

The Commerce and Industry Association of New York, Inc., is a business organization which is composed of approximately 3,500 firms. The membership is
a cross section of business with respect to types of industry and size of employment. There are those firms in our membership which are national and
international in operation, and those which have their business endeavors limited to New York City and New York State.
The recommendations suggested here are the result of a study by the association's social-security committee, which is responsible for recommending policy to
the association's board of directors on matters relating to social-security legislation, unemployment insurance, and disability benefits.
II.

RECOMMENDATIONS

1. Coverage
The Commerce and Industry Association of New York, Inc., in its previous
policy statements on coverage for old-age and survivors insurance has held that
"broad extension of coverage * * * represents the soundest kind of liberalization
of the * * * program." Upon examination of the facts there appears to be no
reason for a change in this policy.
We advocate the extension of coverage to all gainfully employed and selfemployed persons as an essential element in a sound social-security system.
To do otherwise leaves wide gaps in the program. Many who contribute to the
total national income are presently uncovered, resulting in inequitable treatment
of segments of the population. At this time, it behooves the Congress to
provide in this law a basic minimum of economic protection.
We approve, therefore, the extension of coverage to those groups cited in
H. R. 7225.
We do not, however, favor the exclusion of physicians as provided in the bill
passed by the House. All professional persons who are self-employed should be
covered.
2. Reduction in retirement age for women
The bill, as passed by the House, provides that social-security payments would
begin at age 62 instead of 65 for women workers who retire, for wives of retired
workers, and for widows.
We urge that before this provision is enacted a serious study, as recommended
by Secretary of Health, Education, and Welfare Marion Folsom, be made as to
the relationship of this proposal to the increases in population in the future,
the growing longevity of men and women, and its effect on the objectives of
the social-security program.
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At the present time we have a population of 167 million. By 1975 it is estimated that our population will increase to 221 million, and by the turn of the
century may be well over 300 million. The population of those 45 years of age
and older has grown since 1900, twice as fast "asthe population as a whole has
increased. Those over 65, a small proportion of the total population in the past,
has also increased due to the advance in medical science. There are now 13.7
million persons in this group (8.2 percent of total population), and it is believed
that this number will increase to approximately 20 million by 1975. The percentage of those 62 and over will also increase proportionately to total ps-julation. Of those over 62, the number of women is larger because women live 6 years
longer than man by natural average.
The original purpose of old-age and survivors insurance was to provide income
to aged workers and their survivors. Age G5 was selected as the point at which
benefits for the worker would start. This, in effect, created a definition of old
age or an aged worker.
The presumption was that few workers could continue in employment beyond
that age and therefore that they must have the support of insurance benefits.
Nothing that has happened since the law was enacted suggests that workers,
either men or women, reach old age earlier. On the contrary, all indications
point toward a lengthening of working life. The percentage of workers in the
45-to-65-year age bracket is now more than in 1940. There is certainly no indication of a need to lower the age limit. Rather an increase in this age would
seem more in order if any change is to be made.
It should be noted that OASI benefits are labeled "insurance." It is a sound
insurance principle that earlier retirement on an optional basis should be accompanied by an actuarial reduction in the benefits paid. Such, however, is not
proposed in this case. As a consequence, high costs result. Since no one would
be naive enough to believe that this will be the last age reduction proposed, it
seems obvious that, without actuarial reduction, tremendous and wholly unwarranted costs will result.
Nothing should be done by Congress to stop this trend of hiring the older
worker. To maintain our economic supremacy in the competitive world markets and keep abreast of the needs of a rising population, the skills of the older
worker may be used. It will not be sound for the younger worker in the future,
through an ever-increasing tax rate on his salary paid by himself and his employer, to pay for the retirement of a larger and larger segment of our population
who can work and are available for employment.
We believe that the enactment of this provision will defeat the goal for hiring
the older worker for the following reasons:
1. Lowering the age of women to 62 will cause a discrimination against the
men. To overcome this discrimination, it will result in the reduction of the
retirement age as well.
2. Company, industrial, voluntary, or Government pension plans have grown
at an accelerating rate. They are geared to the Social Security Act as to the
age of retirement. Lowering the age to 62 will result in many complications
in these various types of pension plans.
3. Social-security benefits plus company pension plans have resulted in a
larger number of workers retiring each year at age 65. In 1950 only 18 percent
of all persons who reached 65 received OASI benefits. Four years later (June
1954) this percentage increased to 36 percent. Lowering the age to 62 both for
social security and company pensions will facilitate compulsory retirement or
induce voluntary retirement at this early age, contrary to the national interest.
4. Companies will hesitate and not be encouraged to hire the older worker.
Other types of discrimination also will result:
1. Lowering the age to 62 for wives of retired workers will cause a discrimination against those with wives under 62. In fact, only 3 out of 10 couples will
benefit by this proposal according to the Chief Actuary of the Social Security
Administration. He estimated that of the men claiming benefits at 65, only
one-fifth had wives 65 or older while one-half had wives younger than 62. This
discrimination will cause a demand in the near future to pay benefits to wives
regardless of age. Senator Neuberger has already urged this committee to lower
the eligibility for women to 60 instead of 62. He said there are as many wives
between 60 and 62 with husbands at the retirement age as there are between 62
and 65.
2. A reduction in the age for working women will make it more difficult for
them to obtain and keep jobs on a fair basis with men. This will work a severe
hardship on these women who are out of work through no fault of their own.
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We understand that the National Federation of Business and Professional
Women's Clubs has recognized this problem and has gone on record as opposed
to the lowering of the retirement age for women to 62.
3. There is no real significance in reducing the retirement age to 62 for widows
when there are many younger. The next demand will be made to pay benefits to
all widows regardless of age or dependency.
The primary purpose of reducing the age of women to 62, is to create a demand
for a still lower retirement age, to encourage the retirement of women at a lower
age, and the earlier retirement of men who have younger wives. We do not believe that these purposes will be for the general good and welfare of the people
of hiring the
of this country. The loss of buying power and the discouragement
country.
older worker may, in the future, seriously affect the economy of our be made
should
Before this provision is enacted, we believe that a careful study
and its
to ascertain the cost in the future, based upon a population estimate,
program.
social-security
our
of
objectives
the
on
effect
3. Disability benefits at age 50
The bill as passed by the House provides that a monthly payment will be made
to workers 50 or older who cannot engage in any substantial gainful activity
because of any medically determinable physical or mental impairment which can
be expected to result in death or to be of long-continued and indefinite duration.
This provision for disability benefits is a continuation of the trend established
by the 1954 amendments when Congress provided for a freeze of social-security
credits earned by a worker who becomes disabled before the retirement age of 65.
We opposed that amendment before your committee. Our fears that this liberalization was a forerunner of the present proposal passed by the House have been
justified.
It appears to us that there is a need to acquire experience under the 1954 disability freeze amendment before cash benefits to the disabled are considered. We
understand that under the 1954 amendment State and Federal officials in certain
instances have not reached agreement on administrative procedures and proper
controls necessary for successful operation. Administrative, medical, rehabilitation and control problems where disability benefits are paid are far more
serious than those involved in a mere freezing of rights to a benefit due in the
future. We believe a successful operating experience under the 1954 amendment is a primary requisite before cash benefits are paid.
It could well be that this is part of a calculated plan by the proponents of this
bill to start with disability benefits at age 50, and then next year urge that
disability benefits be paid to all disabled workers regardless of age. The provision as drawn discriminates between workers under and over 50 and it will be
asserted that need for disability benefits for those under 50 is just as great or
greater for those over 50. After this, the next step would be elimination of the
provision which would reduce benefits to a disabled person under OASI when
receiving workmen's compensation or similar payments. Where this trend will
stop nobody knows.
We are greatly concerned as to how the term "disability" is defined by this
bill. It is not limited to those totally and permanently disabled. As defined,
low back pain, cases based on neuroses and disabilities predicated on subjective
complaints will be compensable. Many sueh cases last 5 years or longer and
the question will be presented, as in workmen's compensation cases, when,
if ever, such disability ceases. Proof to establish disabilities will no doubt be
based on a sympathetic medical statement of the claimant's own physician
who, in most cases, would be a general practitioner. The Government will
have to decide who is genuinely ill and who is not. Government specialists
will necessarily be designated to enter into this decision-making phase. At
this point, some standards for medical care and tests will also be established.
With a Government agency determining who is disabled and whether they have
made a genuine effort to be rehabilitated, it is easy to see how they could use
this route to increase Government paid medical service and to regulate standards
of medical treatment.
The term "substantial gainful activity" is not defined and it may be liberally
construed to mean any wage less than that previously earned. No earning test
is provided which will reduce benefits similarly to those who retire between
the age of 65 and 72. We fear that the wages a claimant may earn plus his
social security benefits will be more in many cases than the prior earnings of
the claimant.
This dangerous risk proposed for the social security program may also result
in additional compensation during a period of depression or a temporary set-
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back. It is a well-known fact that private companies lost hundreds of millions
of dollars during the depression on their disability insurance policies. Additional millions of dollars in benefits would also result (luring such periods
because a very liberal construction would undoubtedly he given to the term
"disability" in order to assist such claimants to obtain benefits. Disability
benefits would be given as a form of unemployment insurance and socialized
medicine would be the result.
We concur with Secretary Folsom and his predecessor, Oveta Culp Hobby,
that preliminary studies are advisable before disability benefits are enacted
into the law. At present such benefits raise serious actuarial problems and
nobody knows what effect they will have on workmen's compensation, unemployment insurance, State temporary disability programs, private, union, and
voluntary health pl:ns. It may well destroy the present program of hiring
the handicapped worker and defeat rehabilitation rather than help this program.
These benefits alone or additional benefits from other programs may well destroy
the will to work. It is a well-known fact that a pattern of neurotic behavior,
based on symptoms that are psychogenic, will develop after staying away from
work for a length of time.
It is, of course, true that in order to be eligible for benefits under the disability
provisions of the bill the claimant must agree to rehabilitation. There has
been a long and somewhat distressing experience with rehabilitation in workmen's compensation. It has been said that the worst curse of the workmen's
compensation system has been the inability and failure of the statutes to
require rehabilitation as a condition for continuing workmen's compensation
cash benefits for permanent and total disabilities. What has occurred in workmen s compensation has been a drain on the economy due to the financial costs
and loss of manpower because rehabilitation has not achieved its maximum
usefulness.
The Commerce and Industry Association has been endeavoring to promote
the adoption of a well-working system of rehabilitation in New York State and
we have met with obstacles from the most unexpected sources.
Rehabilitation should be fostered and the use in industry of the physically
handicapped increased. These the States and industry are doing. The problcm, particularly in workmen's compensation, is to have lost-time cases referred
to rehabilitation immediately after the disability occurs rather than foster
the payment of benefits.
At present there is, in fact, no need for disability benefits. In 1949, a disability benefit provision passed the House but was rejected by the Senate. At that
time Congress established a Federal and State program of disability assistance
for the needy. Forty-three States and the Federal Government spent $145
million for such assistance last year. Four States, in addition, provided temporary disability benefits for off-the-job illnesses and accidents.
States and cities under the program for disability assistance take care of
those who are now without funds to care for themselves. This is a program
which is best handled as part of the public assistance work now managed by
the State and local governments under the Federal and State programs for
assistance to those who are disabled. The use of a case worker to determine the
need of the disabled workers is, in our opinion, the best approach. We urge,
therefore, that this present program be continued and that this provision not
be enacted.
At the present time, a number of industries throughout the country are already
carrying disability benefit plans. With the enactment of the proposed legislation, the problem of integrating private and government benefits might lead to
the elimination of the private plans. It would seem more practicable to allow
the gradual development through private industry to continue in accordance
with the needs of the industry and ability to pay rather than have such plans
imposed on industry as a whole by the Government.
4. Disabled children 18 years and older
Under the existing law, a child's benefits end when the child reaches 18. This
bill will continue the monthly social security payments to a disabled child who
reaches 18 and thereafter.
We are certainly sympathetic with the problem and approve in principle
aid to widows with dependent children who are permanently and totally disabled.
However, although concerned with the method of solving this problem, we believe
that such aid should not be made a part of the social-security program. States
and cities now take care of this problem on the basis of need and not of right.
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We fear the need to rehabilitate these children will no longer be considered
The
necessary by State and local governments if this provision is enacted.
to engage in
result may be that such individuals may never have the initiative
gainful employment.
Permitting
The provision also discriminates against other disabled workers.
to others who have
disabled children over 18 to obtain benefits and denying them
been in the labor market will seem unfair to these individuals.
its mature
What appears to be primarily a children's benefit is actually in
form a disability benefit to anyone permanently disabled before age 18. It is
conceivable that a 30-year old male, totally disabled before age 18 could qualify
for benefits under this section, but a disabled 30-year old male, married and
might
with children, would receive nothing. Next year, if this is enacted,ofwe
age.
see Congress requested to extend disability benefits to all regardless this type
State and local governments now have the organization to handle
of claim. They can determine the character and the need. We urge that these
payments be left in their hands.
5. Elimination of quarterl! reports
The Commerce and Industry Association strongly urges that the Senate in
this bill give consideration to the reporting of the OASI program on an annual
basis. There is no justification for continuing the quarterly reports.
Quarterly reports complicate the payroll and accounting proceduresareofa every
combusiness firm. They add greatly to the operating expenses and they
plete economic waste. There would seem to be no reason why the social-security
records for a current year could not be put on a request reporting basis. As a
matter of fact, the records themselves are usually 6 months late in being posted,
so that when current wage information is necessary in connection with a survivor's claim for benefits it is very often necessary for the social-security agency
to secure current information from the employer. Request reporting has been
found practicable in administering the unemployment-insurance program in
many States. In an industrial State like New York and in many other States
wage information is now given to the unemployment insurance agency on a
request reporting basis, thereby eliminating the quarterly listing of names of
employees and the amounts paid to such employees.
On the Federal side millions of dollars could be saved annually by eliminating
the need for processing these records. The No. 2 form for income tax purposes
and form 941 should be combined in a single annual report.
It would be well to point out that reporting of wages for the self-employed has
been on an annual basis and worked well. In the same manner as with the selfemployed, 4 quarters of coverage can be credited for each year in which the
individual had earnings of $400 or more.
6. Increasein the tax rate
We strongly favored in the past, and do now, a system of financing based on
"pay-as-you-go." The bill as passed by the House will result in the socialsecurity program paying more out for benefits this year than the amount received
for taxes.
For example, it is estimated that benefit costs will increase the first year from
$5,855 million to somewhere between $6,446 million and $7,S55 million. During this period tax collections would increase from $5,080 million to $6,400 million. The number of persons receiving monthly social-security benefits has gone
from 963,000 in December 1944 to 7,643,000 last July. The number drawing benefits will be accelerated in the future not only by the increase in population of
the older age group but also by the liberalization in the benefit structure of this
bill. This may well result in another tax increase on both the employer and
his employees.
Liberalization in the benefit structure of the social-security program, if this
bill is passed, will by 1975 cause a hardship on those who are self-employed. The
small merchant, the young professional man, and the farmer, yes, even many
employees will pay more taxes in the future for social security than they will
for the Federal income tax. For example, if the net income of a self-employed
rates, of
present-nder
individual is $4,200, he will pay a Federal income tax,
$281 on the short form, assuming he has a wife and 2 children and takes the
standard deduction. At the same time the social-security tax will be $253.50,
or more than 20 percent of his taxable income.
We believe that the ultimate goal of those who support the liberalization of
benefits under this bill may be the "Minimum Standard for Social Security"
adopted by the International Labor Organization a few years ago with the
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support of the Government and labor delegates from the United States. The
ILO program includes old-age and survivors benefits on a level higher than
we have now, disability benefits, weekly benefits for unemployment for any reason, benefits for maternity leave, monthly payments for each dependent child,
lump-sum job-separation pay and compulsory self-insurance. It is estimated
that this program will cost a minimum of 25 percent and possibly 35 percent of
payroll. South American countries, which have adopted much of the ILO program, now have payroll taxes as high as 25 percent and in France the rate
is now about 35 percent.
The members of your committee should consider whether or not they desire
to start this trend in social legislation for the United States. If it is so determined and the wheels are set in motion toward such an end then the results
may endanger our present prosperity and cause us to lose our leadership of the
free world in our fight against communism.
Lastly, we believe that greater and greater liberalizations in this program
can only lead to the saddling of our children and grandchildren with an excessive
tax burden which we are not willing to bear currently.

Senator MARTIN. I wonder if you could give us a compilation showinghow you arrive at that conclusion.
Mr. ZUCKER. This way, Senator: A person with a $4,200 incomeI should have said he is married and has 2 children-would receive
$2,400 deduction for dependents, on the short form, and then a $420
standard deduction, leaving $1,380 as his net taxable income.
The amount of social-security taxes, as a self-employed person in
1975 would be 61/ percent; is that right?
Senator KERR. He did not say that his social-security tax would be
greater than his benefits from social security?
Mr. ZUCKER. No.

Senator KERR. He said that his social-security taxSenator _MARTIN. Would be 20 percent.
Mr. ZUCKER. Would be more than 20 percent of his taxable income,
sir.
Senator MARTIN. His taxable income would be about $1,300.
Mr. ZUCKER. And his social-security tax would be $283.50.
Senator MARTIN. All right. That is near enough.
Senator KERR. At what age was that, doctor?
Mr. ZUCKER. That is in 1975, when the tax rate goes into effect and
reaches 61/2 percent, sir.
(See letter, p. 840.)
Senator KERR. Thank you very much, doctor.
We will recess until 10 o'clock in the morning.
(By direction of the chairman, the following is' made a part of the
record:)
STATEMENT OF DR. WINGATE MI.JOHNSON, OF BOwMAN GRAY SCHOOL OF MEDICINE,
WINSTON-SALEMNI, N. C.
PROPOSED SOCIAL-SECURITY AMENDMENTS

±

The longest step yet taken toward the complete socialization of this country
was the action of the House of Representatives on July 28, when H. R. 7225 was
mrushed through the House without public hearings, under a procedure banning
d amendments and limiting debate to 40 minutes.
This measure would make all workers covered by social security eligible for
6 monthly benefits if they are totally and permanently disabled at or after the
I age of 50; it would lower the age at which women are entitled to old-age insuri ance benefits from 65 to 62; it would extend monthly benefits for permanently
and totally disabled children beyond the age of 18, and expand compulsory socialsecurity coverage to all self-employed professional groups except physicians.
And a most important amendment would increase the tax rate for self-employed
Published in the North Carolina Medical Journal for December 1955.
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persons by three-fourths percent every 5 years until a maximum of 6a/ percent
increased for both
is reached by 1974. For employed persons the rate would be
1
employer and employee by one-half percent-from 2 to 2 / percent-until by
1974 it would reach a maximum of 42 percent for each, or a total of 9 percent of
the employee's gross income 2
The minority report of the committee pointd out that the tax was on a gross,
not a net income, and hence would eventually be the equivalent of a net income
tax of 20 to 36 percent of a self-employed person's income of $4,200.'
The majority report of the Ways and Means Committee qualifies the statement that "Your committee has always very strongly believed that the system
should be actuarially sound" by saying, "The concept of actuarial soundness as
system differs considerably
it applies to the old-age and survivors insurance
4
from this concept as it applies to private insurance.
To a plain, blunt, nonpolitical doctor these statements are contradictory. Just
why should an agency of the Federal Government expect to have a more fortunate experience than did life-insurance companies in handing out cash benefits
to those certified as totally and permanently disabled? The Honorable Noah H.
Mason, in his statement, said that"In the past when public hearings were held on the question of providing
disability benefits under the social-insurance system, members of the medical
profession, insurance-company representatives, and others who have had actual
experience in administering disability insurance have strongly warned against
the dangers inherent in this approach. These people are anxious to be heard
before the Nation is committed to a program of disability-insurance benefits,
but they have not been given an opportunity. This is a further reason why
final action should not be taken without public hearings." '
Although the administration of the bill's provision would come within the
province of the Department of Health, Education, and Welfare, the advice given
the committee by the then Secretary of the Department was completely ignored.
In a letter to the Honorable Jere Cooper, chairman of the Ways and Means
Committee, Mrs. Hobby 'urged strongly that "a thoroughgoing review and inquiry
into the issue raised by the confidential draft of the committee's report on H. R.
7225 are essential." She then raised a number of questions which needed to be
answered before any change is made in the social-security system, and said that"Within the administration, we have not had an opportunity to make a study
of the proposals contained in the confidential draft bill, and have particularly
not had an opportunity to solicit the views of groups and individuals outside of
Government."
Dr. J. Duffy Hancock, chairman of the Social Security Administration Medical
Advisory Committee, in a letter to Mr. Rosswell Perkins, Assistant Secretary of
the Department of Health, Education, and Welfare, said that he was "very much
opposed" to the proposed measure, and that with 2 or possibly 3 exceptions the
entire committee concurred in his opposition." '
Although Mrs. Hobby's letter was dated June 21 and Dr. Hancock's July 3,
both in ample time for consideration by the Ways and Means Committee, they
were evidently ignored when the committee railroaded its bill through the House
on July 28.
Fortunately, the bill cannot be enacted into law until it has been passed by the
Senate. Senator Harry Byrd. chairman of the Senate Finance Committee, which
will consider the bill, has promised that public hearings will be held. It is to
be hoped that every doctor will write his Senators and every member of the
Finance Committee, and at least express the hope that the whole question be
reviewed carefully before future generations are saddled with the crushing tax
load that the passage of H. R. 7225, vould make inevitable.
It might also help to let one's representatives know that he was remiss in his
duty when he allowed Mr. Cooper to violate the rules of common decency as well
as of democracy in forcing through such an important measure without a public
hearing. Representatives Deane and Durham were not present when the vote
was taken, but all the other North Carolina Representatives voted in favor of the
paneSocial
H. R.Security
7225). Amendments of 1955.
3 Ibid.,
4Ibid.,
Ibid.,
. Ibid.,
7Ibid.,
-8 Ibid.,
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bill. Evidently they were impressed, as were the signers of the minority report,
with the "undoubted political attractiveness of all of its proposals"-but they
should have also agreed with the conclusion of the minority report:
"We do not, however, believe that our committee has discharged its obligation
to either the Congress or to the American people by its brief and closed-door consideration of this vital legislation. We have sought to loint out the grave social
and economic implications of the bill. We have dwelt at some length upon the
staggering ultimate costs of this developing program because we do not believe
that either the Congress or the public has any conception of its magnitude.
"It is our earnest hope that the questions we have raised will lead thoughtful
citizens everywhere to search for the answers. The social-security system was
created to give our people confidence and faith in their future. It should be
above politics."
CONFERENCE OF STATE SOCIAL SIFCURITY ADMINISTRATORS,

Nashville, Tenn., February 24, 195f.
Hon. HARRY F. BYRD,
Chairman,Senatc Finaicean !Tawation Coninittee,
Senate Office Building, Washingtoni 25, D. C..
DEAR SENATOR BYND: Reference hearings on H.

R. 7225 before the Spnate

Finance Committee on Wednesday, February 22, 1956, presented by Dr. William Zucker, Commerce and Industry Association of New York, concerning
changes in the Federal social-security system.
On page 10, section 5, title "Elimination of Quarterly Reports," the Commerce
and Industry Association, Inc., strongly urges that the Senate, in this bill, give
consideration to the reporting of OASI program on an annual oasis.
The Conference of State Social Security Administrators, consisting of State
representatives administering the social-security program for the States and
Territories, went on record by resolution, unanimously opposing annual reporting
for the States and Territories.
The first duty of the administrators is to represent the interests of the State
governments-they further recognize that the proposed annual reporting would
incline toward (1) the loss of State control without reducing State liability,
(2) the loaning of State credit toward its political subdivisions, and (3) violation, in many instances, with existing State law.
Please understand we do not oppose annual reporting for private industry,
since there may be merit in their argument that annual reporting would save
private industry both time and cost. However, should industry's request be
looked upon with favor, we respectfully request that States and Territories be
allowed to continue reporting on a quarterly basis for reasons set out above.
Your earnest consideration to this request will be greatly appreciated.
Respectfully,
W. T. BLAIR,

Chairnian, Legislative Commiltce.

(Whereupon, at 12:20 p. m., the committee recessed, to reconvene at
10 a. m., Thursday, February 23, 1956.)
9 Ibid., p. 67.
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THURSDAY,

FEBRUARY 23, 1956
UNITED

STATES

SENATE,

COMMfITrEE oN FINANCE,

Washington, D. C.
The committee met, pursuant to recess, at 10: 05 a. i., in room 312,
Senate Office Building, Senator Harry Flood Byrd (chairman), presiding.
Present: Senators Byrd, George, Long, Frear, Barkley, Martin,
Carlson, and Williams.
Also present: Senator Wiley; and
Elizabeth B. Spring, chief clerk.
The CHAIRMAN. The meeting will come to order.
The Chair recognizes Senator Wiley to introduce the first witness.
Senator WILEY. Mr. Chairman and members of the committee, I
want to say to the chairman that my purpose is not to present any
cheese at this time to you but to present a "big cheese" from Wisconsin.
I have the privilege of presenting to the committee Attorney Robert
Murphy of the first of Murphy, Gavin & Stolper, of Madison, Wis.
Mr. MVurphy appears as a citizen, a lawyer, and an attorney for the
State Medical Society of Wisconcin. I want to say that he has an
enviable reputation in his community. He is a man of fine character,
and he is a man who for better than 25 years has been interested in
representing the State Medical Society, and he is very happy to
appear at this time to testify in relation to the matter before the
subcommittee.
And I want to say that I appreciate the opportunity of presenting
him to you gentlemen.
The CHAIRMAN. Mr. Murphy, will you come forward and take a
seat, please?
STATEMENT OF ROBERT B. MURPHY, STATE MEDICAL SOCIETY
OF WISCONSIN, MADISON, WIS.
Mr. MURPHY. My name is Robert B. Murphy. I reside and practice law in Madison, Wis. I am attorney for and appear here upon
the authorization of the governing body of the State Medical Society
of Wisconsin, an organization of more than 3,200 physicians. I am
also appearing on my own behalf as a practicing attorney.
To save this committee time, and with your permission, I would
like to summarize portions of my statement, but to have the privilege
of its full contents being made a part of this record. And I make such
a request at this time.
The CHAIRMAN. Without objection, that may be done.
731112-56-P-.2---22
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Mr. MURPHY. I deeply appreciate the opportunity of appearing
before you on this important legislation. As an attorney and as one
who works with substantial groups of professional and business peole, I also appreciate the thoroughness with which a committee as
usy as yours is considering this bill, for I am well aware that these
hearings are demanding and time-cons timing.
It is in pleasant and significant contrast to the almost incredible
legislation history of this same bill in the House. You deserve, and
I hope you will receive, the thanks of all thoughtful people for your
efforts.
As it happens, my acquaintanceship with the Social Security Act
is not recent. It began in the year of its passage in 193-5. Clients
began at that time to ask my opinion as to how the law affected them,
I have followed the law and its amendments rather closely ever since,
and I am still rendering opinions on that act, including some which
are not formally requested, or always wholly complimentary. Since
1950, I have been concerned over a number of problems which I believe have come primarily out of the amendments to the act made in
that year and in 19.54, rather than from its original provisions.
I shall state some of them briefly. In doing so I shall rely largely
on figures, not so much for their own sake, but because they are illustrative of what I believe is the changed philosophy of social security.
It has become clear, for example, thathy virtue of the 1954 amendment to this act, present primary beneficiaries that have already collected or will collect, unless benefit are reduced, approximately $60
for every dollar they have contributed to the social security fund.
The 1954 study released by the House Ways and Means Committee
indicated in one of its sections that individuals and families will in
some cases receive several hundred times their contributions.
And all of that leads me to my first major point, namely, what I
consider the topsy-turvy financing of social security.
First of all, the rates charged have been inadequate, not for benefits
paid to date, but for the sum of such benefits, plus the obligations incurred to date. Government actuaries estimate incurred liability as
of this date around $280 billion dollars, a figure so vast that all it has
for comparison is the national debt which is approximately the same
size.
It is not certain that even the increased rates provided in H. R. 7225
will allow the setting aside of any reserve for incurred liabilities payable in future years. Second, inadequate as rates have been, they
have risen substantially since 1949. Yet those paying them have not
the slightest assurance, nor have their families, of getting benefits proportionate to their contributions, particularly in the case of peo
under 40, for the reason that larger benefits, and new kinds of benefits
to present beneficiaries have taken so many of their dollars and may
shortly take more besides. The retired segments of the population,
and other beneficiaries of the act, are retiring virtually free at the
direct expense of those who are still working and who are required to
make ever-increasing payments.
This simple fact of the necessity for more funds probably explains
in large part why the proponents of social security expansion are so
insistent on extending coverage, particularly to thbse whose earnings
are consistent. In that way they can tap all possible sources of rev-
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enue, and all sources are and will continue to be needed if the
social
security ditch is dug both wider and deeper at every session of the Congress. I refer, of course, to the substantial increase in benefits or
extension of coverage provided by congressional action in 1950, in
1952, and again in 1954.
My next point is that the social security system has created a dual
system of income taxation. The expansion of benefits and the exthe social security system into new fields has been financed
tension
through of
what is in effect a dual income-tax system. There is one important difference, however, between the often maligned Internal
Revenue Code and the social security taxing provisions.
The former permits deductions and exemptions of various kinds,
and even excludes certain types of income. The social security taxing
system is based on gross earned income. The terms of H. R. 7225
would impose a higher tax on more than half of the Nation's families
which earn $4,200 a year or less, than does the Federal income-tax law.
This basic problem of the cost of the program is very well treated in
Means submitted
the minority report of the Committee on Ways and1955.
I refer you
in connection with H. R. 7225 under date of July 14,
in particular to pages 6-64 of that report. Some portions of the text
of the minority report phrases the problem better than anything else
I have seen and I quote from it the following excerpts, relating to a
discussion of the higher tax rates proposed by bill H. R. 7225; as they
appear at pages 62 and 63:

%

ido

go,
'1W,

As high as these future rates are, the rates themselves do not convey
a complete
picture of the true burden which they involve. The tax on wages is a tax on gross
wages without any allowance for personal exemptions, dependents, or other
deductions. The tax on self -employment income only permits certain business
deductions, such as depreciation. It is, in effect, a tax on adjusted gross income.
Therefore, unlike the income tax, the social-security tax is not limited to net
income. As a result, that tax, as a percentage of net income, is substantially
higher than the actual rates would indicate. In fact, the eventual 6% percent
rate on the self-employed would be the equivalent of a net income tax in the
neighborhood of 20 percent and higher in many cases.
Let us take the example of a farmer with a net income from self-employment
of $4,200 in 1975. Assuming that he has a wife and 2 children and uses the
standard deduction, his Federal income tax, under present rates, will be $276.
His social-security tax, on the other hand, will be $283.50. In this example, which
is a completely average case, the social-security tax, as a percentage of net
taxable income would be in excess of 20 percent. If the same individual had 3
children, his income tax would be cut to $156 but his social-security tax would
still amount to $283.50. In such a case, the latter tax would be the equivalent
of a net income tax of 36 percent. We again point out that this would be an
ordinary case and not at all an unusual one.
It is estimated that in 1975 the total social-security tax collections will approximate $20 billion annually, a colossal sum. Moreover, this estimate assumes
continuation of existing wage levels and makes no allowance for the increase
in those levels which past experience indicates will occur. The $20 billion estimate, is, therefore, extremely conservative.
We are concerned over this fact, moreover, because by their very nature, the
liberalizations contained in this will create demands for additional changes
involving further costs. For example, the bill provides benefits for the disabled
children of a deceased worker. This liberalization is, in itself, highly desirable
and involves very little cost. Once enacted, however, how long can the Congress
deny equivalent benefits to a widow who is likewise permanently and totally
disabled? The bill provides for the payment of cash disability payments to
workers once they have reached the age of 50. How long can Congress deny
equal treatment to permanently and totally disabled workers who are totally
workers who are 49, 45, or younger. This bill provides retirement benedisabled
fits
to women on attaining age 62 even though the statistics show that women

764

SOCIAL SECURITY AMENDMENTS

OF 1955

retire only slightly earlier than men. How long can Congress refuse to lower
the retirement age for men?
We do not cite these problems as criticisms of the provisions of the bill.
One cannot deny the serious need of many disabled people or elderly women.
On the other hand, we have pointed out that the costs projected under the
provisions of the bill are so great as to preclude serious additions to those
costs in the future. At the same time we have created the basis for further
liberalization which it will be almost impossible to refuse. That is the dilemma
which we are creating for ourselves.
We are further concerned over these ultimate costs because of the danger
that they may eventually weaken or even destroy public acceptance of the
social-security system. A social-insurance program cannot be expected to provide
against all insurable risks. It must be designed to provide a basis protection
at a cost within the reach of all, especially those in the lover inome brackets who
are in most need of that protection. Despite this fact, we are creating a scale
of benefits which must be supported by a social-security tax which, in the not
too distant future, will be equal to and in many cases higher than the Federal
income tax.
In the past few years we have brought into the system on a compulsory basis
millions of self-employed individuals. We now propose in this bill to extend
coverage on the same basis to many other self-employed, such as lawyers and
dentists. Many of these people have felt that the benefits of coverage are
conjectural at best. We raise the question of whether future social security
tax rates may not entirely undermine the attractiveness of the system to them.

As added authority on this point, I quote a paragraph from the statement made before your committee on July 26, 1955, by a distinguished
friend of the social-security system, Mrs. Oveta Culp Hobby, at the
time Secretary of the Department of Health, Education, and Welfare.
She stated and I quote:
3. The OASI system is becoming a more costly one (with 8 percent combined
employer-employee tax already projected at the end of 20 years). Under H. R.
7225, the combined tax would be 9 percent at the end of 20 years. Thus, as
pointed out in supplemental views in the House committee report accompanying
H. R. 7225, the social-security tax projected under the bill for the self-employed6% percent-will, in the case of a self-employed person with a wife and 2
children who earn $4,200 or less annually, actually exceed the Federal income
tax imposed on such an individual. The system could lose its attractiveness,
particularly for many self-employed persons, if additional cost items are added
without the most careful evaluation of the benefits they confer. The OASI
system cannot be expected to provide fully against all insurable risks if the
tax is to be kept at a rate which can be borne by persons in the lower income
brackets. Every additional item of cost must be considered with the greatest
care.

I wish also to read to you a small portion of what I understand
was the first policy statement on the Social Security Act offered by
Secretary Folsom after he succeeded Mrs. Hobby. He is quoted
as having said last fall in the course of a dedication address at the
University of Syracuse:
Our social-security system has remained sound because ('onaress has rejected
proposals that might weaken or destroy it. We must always be careful that
proposals for new benefits will preserve the essential justice and strength
of the system. We must remember there is a limit to the social-security taxes
the people may be willing to pay to support the system in all the years ahead.

Until 1951, social-security taxes were leveled only on the first $3,000
of earnings. During the next 4 years that amount was increased
to $3,600. Effective in 1955, it was increased to $4,200. Rates have
risen even faster than the taxable pay bases, and I suppose that no
one seriously contends that the end is in sight. There has been an
unmistakable shift of the incidence as the tax to the higher income
groups, which ordinarily have other personal and family protection.
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In this connection I recall legislation offered in the State Legislature of Wisconsin in 1949, which would have established a compulsory nonoccupational time-loss insurance. system controlled solely
by the State. It imposes a tax without income limits. Thus a person earning $50,000 a year, who is quite unlikely to be unemployed,
bad to pay into the State fund on that gross income. This bill is
reported to have been known to and have had the support of at
least some elements in the Social Security Administration in Washington.
I cite that bill because, without claiming any powers of prophecy,
it is my prediction that a major and inevitable result of the continued
rise in benefits and extension of coverage into new fields, of which
-I1.R. 7225 is an example, will be the removal of any ceiling on income
limits for those compelled to contribute to the act. I can well understand the determined effort which has been and is being made to
bring the remaining segments of the self -employed under H. R. 7225.
I assume that if the bill were to pass in its present form, physicians
would be brought under its terms as soon as was deemed expedient.
The reason is a perfectly simple one. Self-employed professionals
are by and large good risks in terms of selection, health, and selfsufficiency. It has been estimated that by adding the remaining
professions to the Social Security Act another $100 million a year
would be brought into the coffers of the social-security fund. If
nothing else, this can help reduce the deficits which appear to lie
ahead. It will also give the same professional groups that much
less money to spend for genuine security through the purchase of
private insurance, annuities, Govermnent bonds, and other forms of
real savings.
It seems to me that only three options are open to the Congress,
and more particularly at this time, to you distinguished gentlemen who make up the Senate Committee on Finance. They are:
A pay-as-you-go policy. This would take far more in social-security taxes than have now been levied but would educate people to the
direct costs of this legislation. They might begin to wonder whether
it was worth what it really costs. I think it significant that both
Government and private actuaries have agreed that the social-security
system, whatever its merits, does not provide an individual as much
protection per dollar of social-security taxes as that same number
of dollars would provide in private insurance. One authority has
estimated that to put the benefits on a sound basis the present rate
,of 2 percent each for employer and employee should be trebled for
workers over 50, and doubled for those between 35 and 50.
Another estimates the rate should be 25 percent to prepare for the
years when full benefits are due. Mr. Benjamin Kendrick, research
associate of the Life Insurance Association of America, and an acknowledged authority, estimates the ultimate cost of the entire socialsecurity program, if put into effect under the ILO minimumn standards,
which this and similar legislation parallels, at 30 percent to 40 percent
of taxable payroll.
Thus far the taxes raised by the Social Security Act have more than
paid benefits, although they have not sufficed to establish more than a
-negligible fraction of the reserves which are needed for incurred liabilities. Statements made to you last summer by Mrs. Hobby, and
more recently by actuaries from the Department of Health, Education,
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and Welfare, estimate that the benefits of H. R. 7225 will cost, over
and above present benefits, an average of more than $2 billion a year,
and will tend to increase another half billion in about 25 years.
The estimate of the majority of the House Committee on Ways and
Means is that the increased rates provided in the bill will raise about
$1,360 million. It thus appears that a deficit may result from enactment of H. R. 7225, considered wholly on a cash basis. On a reserve
basis, this is unquestionably true, as it has been of the social-security
system for some years past.
Some authorities have concluded that 1 y reason of the failure of
the Congress to raise social-security rates between 1939 and 1950, and
the failure to raise them adequately since then, there was an implied
assumption of the deficit and complete abandonment of any attempt
at actuarial soundness of the social-security fund.
In my opinion, the only sound position to be taken at this time is
to analyze what has happened to the social-security system since its
enactment and try to set a sound course for the future. Certainly
until that has been done no benefits should be increased and no new
categories of beneficiaries created.
Nowhere have I seen the necessity for taking stock at. this time
better phrased than in the final paragraph of that portion of the
minority report of the House Committee on WYavs and Me:ns dealing
with the costs of H. R. 7225. The report states, and I quote from pages
63 and 64:
Finally, insofar as the cost of this program is concerned, we should take sober
warning that, in our zeal to provide ever greater benefits and to provide
against
an ever wider area of need, we do not destroy the very system which we have
created. We have succeeded in avoiding the full impact of the cost by shifting
most of the burden to the future. At that time, the high tax rates may make
it very difficult to retain the contributory principle which we believe so essential to the program. However, we would be deluding ourselves should
we
believe that the general revenue could be depended upon to support the system.
We have already pointed out that, under the present schedule, social-security
tax collections in 1975 will amount to about $20 billion, assuming no further
changes in the law.
If such a vast sum were financed through the individual income tax,
for
example, it would necessitate approximately a 50 percent acro-the-board
increase in that already burdensome tax. These figures show clearly the magnitude
of the problem we are so casually creating.

And my final point, gentlemen : H. R. 7225 is only one of approximately 250 bills introduced in the 1st session of the 84th Congress
to amend the Social Security Act. I make no claim that I have read
all of these bills, but I have understood that they are all, or virtually all,
designed to increase benefits, broaden coverage, or create new categories of beneficiaries. The friends as well as the foes of the socialsecurity system are greatly concerned over this very trend. This is
evident from statements I have earlier quoted, which were made by
Mrs. Hobby, Mr. Folsom, and the minority report on this very bill.
In 1935, the Social Security Act was explained and was phrased
basically as a device for enforced savin's made by employees and their
employers during periods of employment. It was explained that these
savings would be available on the retirement of that worker at the
age of 65. Not the least purpose of the bill was to ease the worker
off the labor market by age 65, so as to make way for younger men
because jobs were still not too plentiful in that year. Since then survivorship insurance has been grafted onto the act.
It is estimated that
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today the social-security system writes a third more "insurance," nontechnically speaking, than all the life-insurance companies.
There are recurring indications from the very number of bills pending that the trend is to make other major graftings onto the Social
Security Act. You must not let this act become natural grab-bag for
every social or personal problem which can get your attention. The
original purpose of the legislation will be overwhelmed by all these
accretions, if that continues.
I think it worthy of emphasis that the life of the Social Security
Act has coincided with the period during which the largest work force
in the free world has enjoyed the best-sustained and the highest
compensated employment in the history of this or any other nation. The act can thus not be said to have been under any such strains
as accompany periods of sustained economic recession. Yet, what is
the fact? The appalling fact is that the total of incurred and partly
accrued liabilities of the social-security fund to the living population,
or to its children, born or unborn, who are entitled under present law
to be its beneficiaries, is estimated at $280 billion.
Tragically enough, this figure coincides with the published figure
of the national debt. But, whereas the United States Treasury announces the amount of the debt under its jurisdiction, and the general
population has some awareness of it, little publicity is given to the
unpublished social-security debt which is of equal size.
It is true that the social-security debt is not all due today; neither
is the Treasury debt. It is true that unlike the Treasury debt, the
social-security debt is partly contingent, and that the Congress can reduce social-security liabilities by eliminating or reducing benefits.
Any such effort would be most bitterly fought, it goes without saying.
Fortunately, the implications of the social-security system for our
economy are becoming better understood. Increasing numbers of
voters have begun to realize that the social-security fund currently
contains about $21 billion, and that this is less than the benefits to
those who are now receiving a pension. They are beginning to realize
that the fund is only 71/2 percent of incurred and partially accrued
liabilities. I think you may shortly expect an increasing number of
inquiries as to what you propose to do about closing this gap. Up to
now, you have apparently been hearing primarily from those who
wanted a bigger and better free ride.
Just before concluding, I wish to refer you to the position taken
by the house of delegates of the American Medical Association at
Boston on December 1, 1955, with reference to the social-security
system as a whole and the provisions of H. R. 7225 in particular. The
resolution provided in part:
Resolved, That the American Medical Association urge and support the creation of a well-qualified commission, either governmental or private, or both, to
make a thorough, objective, and impartial study of the economic, social, and political impact of social security, both medical and otherwise, and that the facts
developed by such a study should be the sole basis for objective nonpolitical
improvements to the Social Security Act, for the benefit of all of the American
people; and be it further
Resolved, That the American Medical Association pledges its wholehearted
cooperation in such a study of the social security in the United States, and will
devote its best efforts to procuring and providing full information on the medical
aspects of disability, rehabilitation, and medical care of the disabled 4'* *
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The above position I think is as timely as it is sound. As I close, I
should like to leave with you an exceptional statement of the real issue
underlying the extension of the social-security system. It was made
by Mr. Folsom at the dedication address at Syracuse University, to
which I made earlier reference. He said, and I quote:
I hope we will never accept the philosquhy that the one and only best answer
to every one of our problems and needs is automatically more and bigger Federal
Government. There should be Federal concern, yes. But the people should
alwy.
consider whether it is Federal action that is most needed, and whether
Federal action actually would be the most effective. The people should con.
sider whether individual effort and private enterprise, or local or State govern.
ment close to the people, can accomplish more real and long-range results for
all of us.**

Ot

-ht
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I thank you for the opportunity of appearing before this distinguished committee, and for your courtesy in allotting me this time.
The CH.\IRnrxN. Thank you very much, Mr. Murphy.
Senator Le)Na(. You pointed out that only 7 percent of the liabilities
of the social-security fund are actually funded. I am not sure ha
whether I agree with you on the figure. Mv recollection was that
Mrs. Hobby testified last year that the estimated liability under the
fund was $200 billion, against which we now have accumulated a
trust fund of $25 billion. So it would appear to me as though it
would be more in the nature of 12 percent.
Mr. MuRPHY. Those figures, Senator, were given some 6 or 8 months
L
ago, and since then the testimony offered by your own actuaries-i have abstracts of it-have increased that figure to $280 billion, and
r
the fund, which was only estimated last July, was believed $20,700 mil- n
lion as of the end of November. And those are figures from the
gr
Health, Education, and Welfare. •tt
Senator LONG. Personally, I am one of those who questions the de,js
sirability of trying to raise a fund of $280 billion or $500 billion, as
some people suggest. I don't see how we could ever get to these estimates of $500 billion unless we increased the Federal debt. Where are
we going to find the security for it?
T
Mr. MURPHY. That is only a part of the problem. The fact remains
iT
that these obligations are going to become due, and there lies the critiit.
cal side of
Senator LONG. Don't we have just about as many obligations presently existing under the Veterans' Administration? My recollection
is that the general estimate is that after every war, when you have
ion
paid off all your veterans' obligations, including your obligations to %
widows and children, you usually have spent several times on veteran
benefits what you have spent in fighting the war. Are you famihar
with that?
Mr. MUpPHY. Generally familiar.

Senator LONG. We haven't tried to fund those veterans' expenditures, we have tried to pay for them year by year out of revenues.

10

Mr. MuRpHy. The statutes do not make the mistake of calling it

M

insurance. And 60 million people aren't contributing to it. It is
something given through annual appropriations of Congress. Itisn't
misnamed "insurance," and it isn't called contributions. There is a
payment for the GI life, but not for the veteran's benefits.
Senator LONG. I have always questioned in my mind whether we
should attempt to operate the Federal Government as though it were
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a private insurance company. It seems to me as though we could do
better to accept the obligations to pay these pensions-which is what
we have done in the long run, if anyone thinks we have funded the
security for these obligations they should take a look at the fundsbut it does seem to me that we should take a-Senator Martin, a Republican member of this committee, suggested that we raise sufficient
contributions to pay it on a pay-as-you-go basis.
I wonder if that would appeal to you, or should we raise this figure
of $280 billion, or some such amount of money?
Mr. MurHY. That can't be raised, obviously. The question is
whether to put the system on a pay-as-you-go basis. It would be a
general shock if it were done at one time. It would take several times
the rates being charged. I believe you were not present when I read
those figures, but I had them in the course of my statement.
Senator LONG. I believe somebody testified yesterday that we have
collected around $46 billion, out of which we have paid out in benefits
around s25 billion, something like that. We have only paid about
half as much as we have collected in actual payments that would go
in the fund. Are you familiar with that?
Mfr. MURPHY. Your figures are approximately correct, as I understand them, Senator.
Senator LoNG. Therefore, it would seem to me that we could have
done a lot better for these needy-not necessarily needy, but these
insured-we could have paid large benefits if we took the attitude
that those who are paying today are paying the benefits for those who
are receiving them, and when they advance to older years they will
make their contributions to pay the others who have since retired.
Mr. MunrinY. The question, Senator, is whether by adding at the
rate of 1 or 2 or 3 billion dollars a session to the fund it is going to be
possible to stop that momentum once it has gathered force, and it can
be such an overwhelming thing that it will even dwarf the income-tax
laws. That has been stated in the Ways and Means minority report
last year, and in other authorities.
The CHAI-MAN. Thank you very much, .r. Murphy.
(The complete prepared statement of Mr. Murphy is as follows:)
STATEMENT OF ATTORNEY ROBERT B.

MURPHY

Mr. Chairman and members of the committee, my name is Robert B. Murphy.
I reside and practice law in Madison, Wis. I am attorney for and appear here
upon the authorization of the governing body of the State Medical Society of
Wisconsin, an organization of more than 3,200 physicians. I am also appearing
on my own behalf as a practicing attorney.
I deeply appreciate the opportunity of appearing before you on this important
legislation. As an attorney and as one who works with substantial groups of
professional and business people, I also appreciate the thoroughness with which
a committee as busy as yours is considering this bill, for I am well aware that
these hearings are demanding and time-consuming. It is in pleasant and significant contrast to the almost incredible legislative history of this same bill in
the House. You deserve and I hope you will receive the thanks of all thoughtful
people for your efforts.
As it happens, my acquaintanceship with the Social Security Act is not recent.
It began in the year of its passage in 1935. Clients began at that time to ask
my opinion as to how the law affected them. I have followed the law and its
amendments rather closely ever since, and I am still rendering opinions on that
act, including some which are not formally requested, or always wholly complimentary. Since 1950, I have been concerned over a number of problems which
I believe have come primarily out of amendments to the act made in that year
and in 1954, rather than from its original provisions.
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Among the provisions of H. R. 7225, are those to continue monthly benefits
to children who become totally and permanently disabled before age 18; to begin
monthly benefits after age 50 to totally and permanently disabled workers; to
lower the retirement age for women from 65 to 62; and to extend coverage to 7
or 8 professional groups now excluded. While I shall try to develop the financial complications of this trend in fuller detail later in this statement let me
say here that this is expecting double duty of the same tax dollar-a dollar
which is already insufficient and a dollar which is not being contributed by the
present beneficiaries of the act. It is clearly established that present beneficiaries are already collecting, or will collect, unless benefits are reduced, approximately $60 for every dollar they have contributed to the social-security
fund.
I should like to refer briefly to what I consider the topsy-turvy financing of
social-security activities. First of all, the rates charged have been inadequate,
not for benefits paid to date, but for the sum of such benefits, plus the obligations incurred to date. Government actuaries estimate incurred liability as of
this date around $280 billion, a figure so vast that all it has for comparison is the
national debt, which is approximately the same size.
It is not certain that even the increased rates provided in H. R. 7225 will
allow the setting aside of any reserve for incurred liabilities payable in future
years. Second, inadequate as rates have been, they have risen substantially
since 1949. Yet those paying them have not the slightest assurance, nor have
their families, of getting benefits proportionate to their contributions, particularly in the case of people under 40, for the reason that larger benefits, and new
kinds of benefits to present beneficiaries, have taken so many of their dollars and
may shortly take more besides. The retired segments of the population, and other
beneficiaries of the act, are retiring virtually free at the direct expense
of those
payments.
who are still working and who are required to make ever-increasing
This simple fact of the necessity for more funds probably explains in large
part why the proponents of social-security expansion are so insistent on extending coverage, particularly to those whose earnings are consistent. In that way
they can tap all possible sources of revenue, and all sources are and will continue
to be needed if the social-security ditch is dug both wider and deeper at every
session of the Congress. I refer, of course, to the substantial increase in benefits
or extension of coverage provided by congressional action in 1950, in 1952, and
again in 1954.
The expansion of benefits and the extension of the social-security system into
new fidds has been financed through what is in effect a dual-income-tax system
There is one important difference, however. between the often mali,-ued Internal
Revenue Code and the social security taxing provisions. The former permits
deductions and exemptions of various kinds, and even excludes certain types of
income. The social-security taxing system is based on gross earned income.
The terms of H. R. 7225 would impose a higher tax on more than half of the
Nation's families which earn $4,200 a year or less, than does the Federal incometax law.
This basic problem of the cost of the program is very well treated in the
minority report of the Committee on Way, and Means submitted in connection
with H. R. 7225 under date of July 14, 19.55. I refer you in particular to pages
62-64 of that report. Some portions of the text of the minority report phrased
the problem better than anything else I have seen and I quote from it the followinz excerpts, relating to a discussion of the higher tax rates proposed by bill
H. R. 7225. as they appear at pages 62 and 63:
"As high as these future rates are, the rates themselves do not convey a complete picture of the true burden which they involve. The tax on wages is a
tax on gross wages without any allowance for personal exemptions, dependents,
or other deductions. The tax on self-employment income only permits certain
business deductions, such as depreciation. It is, in effect, a tax on adjusted
gross income. Therefore, unlike the income tax, the social-security tax is not
limited to net income. As a result, that tax, as a percentage of net income, is
substantially
higher than the actual rates would indicate. In fact, the eventual
63 4-percent rate on the self-employed would be the equivalent of a net income
tax in the neighborhood of 20 percent and higher in many cases.
"Let us take the example of a farmer with a net income from self-employment
of $4,200 in 1975. Assuming that he has a wife and 2 children and uses the
standard deduction, his Federal income tax, under present rates, will be $276.
His social-security tax, on the other hand, will be $283.50. In this example, which
is a completely average case, the social-security tax, as a percentage of net taxable
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incolne, would be in excess of 20 percent. If the same individual had 3 chil-dren, his income tax would be cut to $156 hut his social-secority tax would still
amount to $283.50. In such a case, the latter tax would be the equivalent of a
net income tax of 36 percent. We again point out that this would be an ordinary
case and not at all an unusual one.
"It is estimated that in 1975 the total social-security tax collections will approximate $20 billion annually, a colossal sum. Moreover, this estimate assumes
continuation of existing wage levels and makes no allowance fur the increase
in those levels which past experience indicates will occur. The $20 billion
-estimate, is therefore, extremely conservative.
"We are concerned over this fact, moreover, because by their very nature
the liberalizations contained in this hill will create demands for additional
changes involving further costs. For example, the bill provides benefits for the
-disabled children of a deceased worker. This liberalization is, in itself, highly
desirable and involves very little cost. Once enacted, however, how long can
the Congress deny equivalent benefits to a widow who is likewise permanently
and totally disabled? The bill provides for the payment of cash disability
payments to workers once they have reached the age of 50. How long can
Congress deny equal treatment to permanently and totally disabled workers who
are 49, 45, or younger? The bill provides retirement benefits to women on
attaining age 62 even though the statistics show that women retire only slightly
earlier than men. How long can Congress refuse to lower the retirement age
-formen?
"We do not cite these problems as criticisms of the provisions of the bill. One
cannot deny the serious need of many disabled people or elderly women. On
the other hand, we have pointed out that the costs projected under the provisions of the bill are so great as to preclude serious additions to those costs in
the future. At the same time we have created the basis for further liberalization which it will be almost impossible to refuse. That is the dilemma which we
are creating for ourselves.
"We are further concerned over these ultimate costs because of the danger
that they may eventually weaken or even destroy public acceptance of the socialsecurity system. A social insurance program cannot be expected to provide
against all insurable risks. It must be designed to provide a basic protection at
-a cost within the reach of all, especially those in the lower income brackets who
are most in need of that protection. Despite this fact, we are creating a scale
of benefits which must be supported by a social-security tax which, in the not
too distant future, will be equal to and in many cases higher than the Federal
income tax.
"In the past few years we have brought into the system on a compulsory basis
millions of self-employed individuals. We now propose in this bill to extend
coverage on the same basis to many other self-employed, such as lawyers and
4lentists. Many of these people have felt that the benefits of coverage are
conjectural at best. We raise the question of whether future social-security
tax rates may not entirely undermine the attractiveness of the system to them."
As added authority on this point, I quote a paragraph from the statement
made before your committee on July 26, 1955, by a distinguished friend of the
social-security system, Mrs. Oveta Culp Hobby, at the time Secretary of the Department of Health, Education, and Welfare. She stated and I quote:
"'3. The OASI system is becoming a more costly one (with S percent combined
employer-employee tax already projected at the end of 20 years). Under H. R.
7225, the combined tax would be 9 percent at the end of 20 years. Thus, as
pointed out in supplemental views in the House committee report accompanying
H. R. 7225, the social-security tax projected under the bill for the self-employed6% percent--will, in the case of a self-employed person with a wife and 2
,children who earns $4,200 or less annually, actually exceed the Federal income
tax imposed on such an individual. The system could lose its attractiveness,
particularly for many self-employed persons, if additional cost items are added
without the most careful evaluation of the benefits they confer. The OASI
system cannot be expected to provide fully against all insurable risks if the
tax is to be kept at a rate which can be borne by persons in the lower income
brackets. Every additional item of cost must be considered with the greatest
care."
I wish also to read to you a small portion of what I understand was the first
policy statement on the Social Security Act offered by Secretary Folsom after
he succeeded Mrs. Hobby. He is quoted as having said last fall in the course of a
dedication address at the University of Syracuse:
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"Our social-security system has remained sound because Cofligress has rejected proposals that might weaken or destroy it. We must always be careful
that proposals for new benefits will preserve the essential justice and strength
of the system. We must remember there is a limit to the social-security taxes,
the people mvay be williny to pay to support the system in all the years ahead."
[Italic supplied.]
Until 1951, social-security taxes were leveled only on the first $3,000 of earnings. During the next 4 years that amount was increased to $3,600. Effective
in 1955, it was increased to $4,200. Rates have risen even faster than the taxable
pay bases, and I suppose that no one seriously contends that the end is in sight.
There has been an unmistakable shift of the incidence of the tax to the higher
income groups, which ordinarily have other 1iersonal and family protection.
In this connection I recall legislation offered in the State Legislature of
Wisconsin in 1949., which would have established a compulsory nonoccupational
time-loss insurance system controlled solely by the State. It imposed a tax
without income limits. Thus a person earning $50,000 a year, who is quite.
unlikely to be unemployed, had to pay into the State fund on that gross income.
of at
This bill is reported to have been known to and to have had the support
least some elements in the Social Security Administration in Washington.
I cite that bill because, without claiming any powers of prophecy, itbenefits
is my
prediction that a major and inevitable result of the continued rise in
and extension of coverage into new fields, of which H. R. 722.5 is an example,
will be the removal of any ceiling on income limits for those compelled to contribute to the act. I can well understand the determined effort which has been
and is being made to bring the remaining segments of the self-employed under
H. R. 7225. I assume that if the bill were to pass in its present form, physicians
would be brought under its terms as soon as was deemed expedient. The reason
is a perfectly simple one. Self-employed professionals are by and large good risks
in terms of selection, health and self-sufficiency. It has been estimated that
by adding the remaining professions to the Social Security Act another $100,
million a year would be brought into the coffers of the social security fund. If
nothing else, this can help reduce the deficits which appear to lie ahead. It will
'also give the same professional groups that much less money to spend for
genuine security through the purchase of private insurance, annuities, Government bonds, and other forms of real savings.
It seems to me that only three options are open to the Congress, and more
particularly at this time, to you distinguished gentlemen who make up the Senate
Committee on Finance. They are:
(1) A pay as you go policy. This would take far more in social security
taxes than have now been levied but would educate people to the direct costs
of this legislation. They might begin to wonder whether it was worth what
it really costs. I think it significant that both Government and private actuaries
have agreed that the social security system, whatever its merits, does not provide
an individual as much protection per dollar of social security taxes as that same
number of dollars would provide in private insurance. One authority has estimated that to put the benefits on a sound basis the present rate of 2 percent each
for employer and employee should be trebled for workers over 50 and doubled
for those between 35 and 50. Another favors a straight rate of 15 percent of
payroll, which is probably equivalent to at least a 30 percent income tax rate.
Another estimates the rate should be 25 percent to prepare for the years when
full benefits are due. Mr. Benjamin Kendriek, research associate of the Life
Insurance Association of America, and an acknowledged authority, estimates the
ultimate cost of the entire social-security program, if put into effect under the ILO
minimum standards, which this and similar legislation parallels, at 30 percent
to 40 percent of taxable payroll.
(2) Thus far the taxes raised by the Social Security Act have more than paid
benefits, although they have not sufficed to establish more than a negligible fraction of the reserves which are needed for incurred liabilities. Statements made
to you last summer by Mrs. Hobby, and more recently by actuaries from the
Department of Health, Education, and Welfare, estimate that benefits of H. R.
7225 will cost, over and above present benefits, an average of more than $2 billion
a year, and will tend to increase another half billion in about 25 years. The
estimate of the majority of the House Committee on Ways and Means is that
the increased rates provided in the bill will raise about $1,360 million. It thus
appears that a deficit may result from enactment of H. R. 7225, considered wholly
on a cash basis. On a reserve basis this is unquestionably true, as it has been
of the social-security system for some years past.
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Some authorities have concluded that by reason of the failure of the Congress
-to raise social-security rates between 1939 and 1950, an(1 the failure to raise them
adequately since then, there was an implied assumption of the deficit and complete abandonment of any attempt at actuarial soundness of the social-security
fund.
(3) In my opinion, the only sound position to be taken at this time is to
analyze what has happened to the social-security system since its enactment
and try to set a sound course for the future. Certainly until that has been done
no benefits should be increased and no new categories of beneficiaries created.
Nowhere have I seen the necessity for taking stock at this time better phrased
than in the final paragraph of that portion of the minority report of the House
Committee on Ways and Means dealing with the costs of H. R. 7225. The report
stated-and I quote from pages 63 and 64:
"Finally, insofar as the cost of this program is concerned, we should take sober
warning that in our zeal to provide ever greater benefits and to provide against
an ever wider area of need we do not destroy the very system which we have
created. We have succeeded in avoiding the full impact of the cost by shifting
most of the burden to the future. At that time the high tax rates may make it
-very difficult to retain the contributory principle which we believe so essential
to the program. However, we would be deluding ourselves should we believe that
the general revenue could be depended upon to support the system. We have
already pointed out that under the present schedule, assuming no further changes
in the law, social-security tax collections in 1975 will amount to about $20 billion.
If such a vast sum were financed through the individual income tax, for example,
it would necessitate approximately a 50-percent across-the-board increase in that
already burdensome tax. These figures show clearly the magnitude of the
problem we are so casually creating."
And my final point, genelemen, H. R. 7225 is only one of approximately 250
bills introduced in the first session of the 84th Congress to amend the Social
Security Act. I make no claim that I have read all of these bills, but I have
understood that they are all, or virtually all, designed to increase benefits,
broaden coverage, or create new categories of beneficiaries. The friends as well
as the foes of the social security system are greatly concerned rver this very
trend. This is evident from statements I have earlier quoted, which were made
by Mrs. Hobby, Mr. Folsom, and the minority report on this very bill.
In 1935, the Social Security Act was explained and was plirased basically as a
device for enforced savings made by employees and their employers during
periods of employment. It was explained that these savings would be available
on the retirement of that worker at the age of 65. Not the least purpose of the
bill was to ease the worker off the labor market by a-'4 65, so as to make way
for younger men because jobs were still not too plentiful in that year. Since
then survivorship insurance has been grafted onto the act. It is estimated that
today the social security system writes a third more "insurance," nontechnically
speaking, than all the life insurance companies.
There are recurring indications from the very number of bills pending that
the trend is to make other major graftings onto the Social Security Act. You
must not let this act become a natural grab bag for every social or personal
problem which can get your attention. The original purpose of the legislation
will be overwhelmed by all these accretions, if that continues.
I think it worthy of emphasis that the life of the Social Security Act has
coincided with the period during which the largest work force in the free world
has enjoyed the best sustained and the highest compensated employment in the
history of this or any other nation. The act can thus not be said to have
been under any such strains as accompany periods of sustained economic recession. Yet what is the fact? The appalling fact is that the total of incurred
and partly accrued liabilities of the social security fund to the living population,
or to its children, born or unborn, who are entitled under present law to be its
beneficiaries, is estimated at $280 billion. Tragically enough this figure coincides
with the published figure of the national debt. But, whereas the United States
Treasury announces the amount of the debt under its jurisdiction, and the
general population has some awareness of it, little publicity is given to the
unpublished social security debt which is of equal size. It is true that the
social security debt is not all due today; neither is the Treasury debt. It is
true that unlike the Treasury debt, the social security debt is partly contingent,
and that the Congress can reduce social security liabilities by eliminating or
reducing benefits. Any such effort would be most bitterly fought, it goes without
saying.
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Fortunately, the implications of the social security system for our economy arebecoming better understood. Increasing numbers of voters have begun to realize
that the social security fund currently contains about $21 billion, and that this is
less than the benefits to those who are now receiving a pension. They are beginning to realize that the fund is only 71/2 percent of incurred and partially accrued
liabilities. I think you may shortly expect an increasing number of inquiries as
to what you propose to do about closing this gap. Up to now, you have apparently
been hearing primarily from those who wanted a bigger and better free ride.
Just before concluding, I wish to refer you to the position taken by the house of
delegates of the American Medical Association at Boston on December 1, 1955,
with reference to the social security system as a whole and the provisions of
H. R. 7225 in particular. The resolution provided in part:
"Resolved, That the American Medical Association urge and support the creation of a well-qualified commission, either governmental or private, or both, to
make a thorough, objective and impartial study of the economic, social, and
political impact of social security, both medical and otherwise, and that the facts
developed by such a study should be the sole basis for objective nonpolitical
improvements to the Social Security Act, for the benefit of all of the American
people; and be it further
Resolved, That the American Medical Association pledges its wholehearted
cooperation in such a study of the social security in the United States, and will
devote its best efforts to procuring and providing full information on the medical
aspects of disability, rehabilitation, and medical care of the disabled * * *"
The above position I think is as timely as it is sound. As I close, I should like
to leave with you an exceptional statement of the real issue underlying the
extension of the social security system. It was made by Mr. Folsom at the
dedication address at Syracuse University, to which I made earlier reference.
He said and I quote:
"I hope we will never accept the philosophy that the one and only best answer
to every one of our problems and needs is automatically more and bigger Federal
Government. There should be Federal concern; yes. But the people should
always consider whether it is Federal action that is most needed, and whether
Federal action actually would be the most effective. The people should consider
whether individual effort and private enterprise, or local or State government
close to the people, can accomplish more real and long-range results for all of
us *
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I thank you for the opportunity of appearing before this distinguished committee, and for your courtesy in allotting me this time.

(The following was subsequently received for the record:)
RESOLUTION RELATING TO H. R. 7225 ADOPTED FEBRUARY 26, 1956, BY THE
COUNCIL OF THE STATE MEDICAL SOCIETy or WISCONSIN

Whereas H. R. 7225, which would amend the Social Security Act, was adopted
by the House of Representatives in 1955, and is now before the United States
Senate; and
Whereas that bill includes provisions for disability insurance benefits beginning at age 50 in certain cases; for the continuation of insurance benefits to
certain minors who were disabled before age 18; and extends coverage on a mandatory basis to all self-employed health professions, other than that of medicine,
and to other professions as well; and
Whereas Mrs. Oveta Culp Hobby, former Secretary of the Department of
Health, Education, and Welfare, in the course of a statement before the Senate
Committee on Finance on July 26, 1955, warned against the adoption of H. R.
7225 in its present form because there had not been adequate opportunity to
consider certain of its provisions; to correlate them with earlier adopted portions of the social-security system; to evaluate amendments to the Social Security Act made in 1950 and in 1954 which involved parallel fields of health or
benefits: and because the bill failed to take a realistic approach to the costs of
the benefits provided by it: Be it therefore
Resolved, That the State Medical Society of Wisconsin, comprised of mqre
than 3.200 practicing physicians, by its governing body, the council, in meeting
assembled at Madison, on February 25-26, 1956, after careful deliberations en
H. R. 7225, with particular consideration of the implications of the bill for physicians, as practitioners of medicine and as citizens, urge the Senate of the United
States to defeat that bill because it contains provisions to:
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1. Establish a disability insurance sysem for certain persons 50 or over.
2. Continue insurance benefits for minors over 18 who are disabled before
attaining age 18.
3. Force self-employed professional workers in health and other fields, exclusive of medicine, into the social-security system.
4. Propose increases in social-security tax rates.
5. Establish an advisory council on social-security financing.
ke
Be it further resolved, That the basic reasons of the council of this society for
urging the defeat of H. R. 7225 are as follows, with reference to the five provisions to which objection was made above:
1. The disability-insurance system proposed for those 50 and over would be
established by the bill without due consideration of the following factors, among
others: (a) the size and extent of the disability problem; (b) the estimate of
experts in rehabilitation and retraining that up to 97 percent "of all handicapped
persons can be rehabilitated to the extent of gainful employment ;" (c) an apprehension, amply demonstrated in the veterans' program, and elsewhere in fields
involving physical and psychic injury, that cash disability benefits often operate
as a deterent to rehabilitation and the return to gainful employment; (d) the
implications for the social-security program of grafting a cash disability system
of unknown, but unquestionably very substantial proportions, onto that system;
(e) the requirement that physicians certify disability under the unrealistic
definition contained in section 103 of the bill, which is totally deficient in the
safeguards and reference points which reduce abuse in other fields of compensable injuries. We have particular reference to the relationship to employment
which must be established as a condition of recovery in workmen's compensation
cases; to service connection before there can be any determination of the right to
disability benefits in the veterans' program; and to the factual background which
in a large number of cases is established, in part, by third persons in negligence
cases; and to specific phrasing in contracts of disability insurance issued by commercial companies. Objective standards to assist in determination of disability
are neither provided for nor apparently anticipated by H. R. 7225; (f) the inevitable impairment and possible destruction of the personally significant and the
economically and socially desirable programs established by the Federal and
State vocational rehabilitation statutes; (g) the astronomical costs of the disability insurance and other provisions of the bill, which the chief actuary of the
Social Security Administration estimates will add an average of not less than
$2 billion per year to the costs of that system.
2. A disability program for minors over 18, who were disabled prior to age
18, would be established without study of the problem, without weighing the
Federal and State machinery now available for its solution at State levels, and
without regard for the other factors named in the objections offered above with
reference to disability insurance for those over 50; except that this council thinks
that protest over the emphasis on cash benefits rather than training on rehabilitation programs for handicaped youth should be even more vigorous in the case
of those who have not ordinarily begun their productive work than in the case
of those who have spent much of their lives productively employed, as is undoubtedly true of the major portion of those disabled at or after age 50.
3. The mandatory extension of coverage to certain self-employed professional
workers in 19.54, and the attempted extension of coverage on a mandatory basis
to all the remaining self-employed professional workers, with the exception of
physicians, in H. R. 7225 is believed unrealistic in that it violates the actual
pattern of productive activity of professional workers, and unjust because it is an
ill-disguised method of tapping the incomes of such persons in full realization
that the professional self-employed, as a group, will not derive benefits from the
social security system proportionate to the taxes paid by them. While the
medical profession is fully cognizant that it is the sole professional group remaining exempt, should H. R. 7225 be enacted in its present form, this council regards
such an exemption as nothing more than a reprieve rather than as a continuing
exemption from mandatory coverage. The council expresses the further observation that the financing of the social security system has become in effect
a gross income tax which will have no income ceiling if the benefits continue
to rise as they did in 1950, 1952, and 1954.
4. The objection to the rates proposed is that they are not increased sufficiently
to equal the true cost of the benefits, and that they represent a continuation of
the pattern which the Congress has followed consistently since 130, of adding
time after time to benefits without adding proportionately to the taxes assessed
to pay for those benefits. In light of the evidence already placed before the
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Congress to the effect that the present social security trust fund is not adequate to pay benefits to present beneficiaries, much less to establish reserves
for the time when present contributors, or their families, will themselves become
the beneficiaries of the act, it is believed essential to the very integrity of the
basic social security program and to its direct and indirect influence on the
country's economy, to make adequate changes in the tax rates rather than to
continue temporizing with these vast obligations which will rapidly and inevitably
fall due, and which are estimated at $280 billion at this time.
5. Although the establishment of the Advisory Council on Social Security
Financing "for the purpose of reviewing the status of the Federal old-age and
survivors insurance trust fund in relation to the long-term commitments of the
old-age and survivors insurance program," as provided in section 107 (a) is a
step in the right direction, the council objects to this provision on the basis that
it does not go far enough. It is doubted whether such an advisory council would
have jurisdiction over a number of the basic provisions of H. R. 7225 to which
exception has been taken earlier in this resolution. It is believed much more
relevant and fundamentally sound for the Congress to make no further changes
whatever in social security legislation until it has first authorized and either
conducted or arranged for an impartial study of the social security system as it
now exists, the direction which it is taking, and the complete costs of the system,
however it is to be continued.
Be it further resolved, That the provisions in H. R. 722.5 to which exception has
earlier been taken in this resolution, are believed to be of such a fundamental
nature that they do not admit of compromise, and should in no event be enacted
into law before a genuine and objective study has been completed by the Congress
and the Department of Health, Education, and Welfare, and the full findings
,of such study have been made public, with adequate time for evaluation and reactions by the public. It is believed that if the social security system is to continue on a sound basis, and is to fulfill its two original purposes, namely, to
provide a basic pension for workers who have been taxed by the program, and
survivorship benefits to the families of such workers, and if the substantial inflationary elements in the current administration of the social security program
are to be kept under control, the time required for such a study must be taken
without further delay, and the future of the program plotted in light of such
findings.
Be it finally resolved, That copies of this resolution be sent to the two United
States Senators from Wisconsin to each Wisconsin Congressman, and to the Committee on Finance of the United States Senate.
The above resolution was introduced at a regularly called annual meeting of
the council of the State Medical Society of Wisconsin and unanimously adopted
by it in February 26, 1956. Certified under the seal of the society this 29th day
of February 1956.
C.

[SEAL]

The

CHAIRMtAN.

H.

CROwNHART,

Secretary.

Dr. Goodwin.

STATEMENT OF R. Q. GOODWIN, M. D., OKLAHOMA STATE MEDICAL
ASSOCIATION, OKLAHOMA CITY, OKLA.
The CHAIRMAN. Dr. Goodwin, Senator Kerr has asked me to tell
you that he was out of town and could not be here today to hear you.
You may proceed.
Dr. GOODWIN. First I would like to introduce Dr. Malcolm Phelps,
of El Reno.
I am Dr. R. Q. Goodwin, of Oklahoma City, a practicing physician
and currently president of the Oklahoma State Medical Association.
It is an appreciated privilege to appear before your honorable committee to offer for your judicious consideration comments as a citizen
and a physician on H. R. 7225.
As a citizen suffice it to say that my profession places citizenship
nbove all other categories and works at this perhaps somewhat differently from other professions and vocations, nevertheless keeping
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it ever in mind as- a pleasure, a privilege, and a duty and without
which no man can render professional services in Oklahoma.
Appearing before you today, gentlemen, I represent 1,700 members
of the Oklahoma State Me dical Association. Our physicians are
vitally interested in good legislation, legislation that gives no class,
race, creed, or color advantages to which they are not entitled, and
that insofar as humanly possible, is the best for all.
In reviewing the social-security program from its beginning in 1935
at which time it was intended to aid men and women alike who were
over 65 years old, retired, and in need of assistance, this was admirably humanitarian and ostensibly had no implications. This was
good. But now, 21 years later, this original program little resembles
the 1956 social-security system, which has been extended and broadened to the point almost all-inclusive of the professions and vocations,
whether they like it or not, and the context of which is understood by
but few as to its actuarial soundness or coverage.
We have been unable to find any record of any recent comprehensive
critical review and accurate evaluation of our current system. Such
a review and evaluation would be of inestimable value to point out
the adequacies and inadequacies of the current system in order to
improve the present Federal social-security law.
The almost unprecedented speed of the Ways and Means CommitV tee of the House of Representatives in handling the projected amendments without hearings, and the rapid passage ty the House with very
limited discussions on these amendments is not in our judgment conducive to good legislation. Particularly is this true on legislation with
ei such far-reaching implications; legislation with near insurmountable
I executive hurdles, andthe actuarial soundness of which is merely conjectural. If there were a social-security crisis facing us, this might
be justified, but in the absence of such a crisis and with no crisis cloud
h
on the horizon in the foreseeable future, we feel that the proposed
i
amendments in H. R.7225 deserve more thorough analysis and evaluation before definitive action is taken.
Hence, I feel I am speaking for the physicians and other citizens
in Oklahoma in expressing appreciation of and the utmost confidence
in your committee for the manner in which it is handling this
legislation.
There are two parts of H. R. 7225 on which we, as physicians, feel
most qualified to comment; namely, the lowering of retirement age of
women and the disability benefits. It is an established fact that life
expectancy has been appreciably extended since the inception and
is
initiation of the Social Security program in 1935. It likewise
factual that life expectancy in women is greater than in men. Also,
that biologically, both men and women are younger at any
it
true their
ageisthan
ancestors at comparable ages.
Hence, it is logical to conclude that. their productive years have
been extended commensurately. This conclusion is substantiated by
the fact that many men and -women, having by organizational or legislative regulations had to retire at age 65, are not accepting this
CItshelving but are by virtue of their training and experience, coupled
with the determination to produce and to serve, becoming more and
more in demand as consultants in their particular field of activity.
it (It would appear paradoxical in the face of the above facts to lower
73192-56--pt. 2-23
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the retirement age of anyone.) It is our firm and substantial conviction that to stop mental or physical activity at any age is to stop
or even reverse the well-established, ever-increasing longevity in both
men and women. To be productive, to contribute, to serve, to be
needed-these are the heart's desire of everyone who has, has ever
had, or will have these attributes. To maintain these in everyone
just as long as humanly possible is to maintain a high socioeconomic
level, and it is easily conceivable that in a national crisis such maintenance might be a determining factor.
Disability benefits for total and permanent disability present barriers that at present appear insurmountable. Some of these might
well be mentioned briefly. First, there is the question of what constitutes total disability and its duration or permanence. Then the
methods and accuracies of determining total and permanent disability are not exact sciences and will of necessity involve the problem of rehabilitation.
Thus far in this legislation no one has defined the quite relative
term "disability." Does it mean that when a man who is antisocial
to the extent that he cannot hold a job long enough to support himself
and his family is disabled? Does it mean that the narcotic addict
who refuses to cooperate in being cured is disabled? Does it mean
that when a man complains of back pain, a headache, that is intractable, or any other subjective symptom which the best-trained diagnosticians cannot prove or disprove, is disabled? Does it mean that
functional mental disorders constitute disability?
With the advancement in medical and surgical care in the past 20
years, more than all progress previously made-there are few human
illnesses or conditions which are either totally or permanently disabling. This is most admirably proven and demonstrated bv some
of our returning veterans, who have had, by any yardstick, total and
permanent disability but who have the desire, the vision of being good
citizens on their own and the determination to win their personal
battles as they won their battles on the battlefield. Many of these
battles have been completely won and the soldiers are proud to be
in competition with the able-bodied men, asking no odds, wanting no
favors, and smiling with success.
To use our most able physicians on problems humanly impossible
to solve on a scientific basis is to impede the unprecedented progress
being made in the overall health improvement of our people.
The magnitude of this administrative hurdle can in a small way
be seen by glancing at the current condition precipitated by the enactment of the disability freeze provision in 1954, in which today the
Social Security Administration is far behind in the verification of
certified disabilities. This problem, great as it is, is only infinitesimal
compared to the potential that could and probably would arise if this
legislation is passed.
Rehabilitation must of necessity be closely linked with the disability evaluation. To label a man totally and permanently disabled
all too often makes a permanent invalid'of him. This is not critical
but factual. His brain works that way. It takes away incentive
and desire. Rehabilitation, by the time 'it can be had, is next to impossible. This is shown in a small way by the disabilities in compensable and noncompensable injuries. The compensable disabili-
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ties are in most instances many times prolonged over the noncompensable of like degree. This is factual and indisputable.
Our country has been built by men and women with initiative,
integrity and the will to do for themselves, asking no odds, no shelter,
nothing but an opportunity to make for themselves and their families an ever higher level of attainment in living and giving every
other citizen the same opportunity.
There is sitting on t is committee today a great Christian gentleman who came from the soil of Pontotoc County, Okla., and whose
stature was never attained by the paternalism of his country, State, or
Federal Governments, but who has arisen to his present eminence
by his own ability to learn, to work, to serve, and to achieve in a free
society. These are the qualities found in the men and women who
have built the greatest Nation in the world. Without these qualities
no nation can be great. Gentlemen, this legislation, if passed, will
destroy much of that which has made us the leader of nations.
Gentlemen of the committee, I again express sincere thanks for
the opportunity of giving you some of the thinking of the physicians of Oklahoma for your consideration and for your interest in
our comments. We assure you that we have confidence in your integrity and judicious management of legislation that affects so many
for so long.

The

CHAIRMAN.

Thank you very much, Doctor.

Senator BARKLEY. What do you mean by "paternalism?" I have
heard that phrase used around here, and I would like to have some
ps definition ofit. You referred to Senator Kerr. We all admire Sen-n' ator Kerr and have confidence in him. And he has risen by his own
itIT bootstraps, you might say. But what sort of paternalism has he
hoii escaped that enabled him to do that?
Dr. GOODWIN. Senator, Senator Kerr had no assistance when he
atill
grew
up. BARKLEY.
Ir
Senator

A lot of us are in the same shape. I worked

ofte my way through college as a janitor for 5 years. There was no such
adto thing as social security or farm aid or any of the things we have
Rtio!today. Would you term those "paternalism"?

Dr. GOODWIN. Not all of this, but very much I do.

Senator BARKLEY. I gather from your attitude that you are not
very friendly toward the social-security system at all.
Dr. GOODWIN. Senator, I have been teaching in the medical schools
a quarter of a century. During the war and following we had at
for
,all
one time over 50 percent of our boys being trained by the Federal
Government. They were by and large and almost to the man the
poorer of the students in this medical school. The boys who had to
,
ites come up like you and I did-and I did janitor work too, sir-made
better students and better doctors. That is what I mean by "paternalism."
dSenator BARKLEY. You mean that the GI bill that we passed here
the
for the benefit of the men who served in the Army was paternalistic
studied under
and shouldn't have been enacted, and that those who
to pay their
money
the
had
who
those
than
students
iaet it were poorer
way?
own
0 to
Dr. GOODWIN. I mean to say, Senator, that their incentive was not
n
dis that of the man who had been forced to work his way through school.

780

SOCIAL SECURITY AMENDMENTS

OF 1955

Senator BARKLEY. I have been told by many heads of institutions
of education that the GI boys were the best students in their'o'ol!eges
and universities, and even when they married and took their wives
there, that they made better students even though they had to support
their wives and sometimes children, than those who did not have that
particular situation. I do not know what the facts are because I
was not in any institution. But all the facts I have had in the way of
personal conversation, have indicated that these ex-soldiers were good
students, and on the average they made better grades than those who
had not been in the Army.
Dr. GOODWIN. Senator, that was not the situation in Oklahoma.
There were exceptions. Many of the boys were fine, interested, and
deserving, dedicated men, and I would take my hat off to them.
ButSenator BARKLEY. When we passed that GI bill of rights, as we
called it-and I think it came out of this committee-there were
many people in this who felt that since we were taking these boys out
of their educational yeaxs and taking them away from their colleges
and their studies, that we ought to help them to resume their education, because ordinarily a boy who stays out of school 2 or 3 or 4 years
is not likely to go back to school, because he feels that he is too old,
or has gotten out of the habit of studying. And many people felt
that our soldiers would not go back. And it is to their credit and
the credit of Congress that over 4 million ex-GI's went back tp choo!
and got their education and finished their education.
Do you think it was paternalistic to give them that right?
Dr. GOODWIN. I think it was paternalistic, but it should have been
done. But that point is that these boys were not as much interested
as the boys who had to work their way through. That is the record
in Oklahoma. Whether it is the case in other places, I don't know.
I was the head of the department of medicine, and I am in a position
to know the score.
Senator BARKLEY. In your statement you criticize the House of
Representatives and the Ways and Means Committee for the'manner
in which they passed this bill. And a number of witnesses have done
the same. Of course, I do not know, and I don't suppose this committee knows, the reason the House acted as it did, or the Ways and
Means 'Committee acted as it did.
But in an effort to preserve comity between the two Houses it
seems to me a little unwise to castigate the House for the manner in
which they passed this bill in order to pass some amendments which
Were put in the bill. I don't think it helps the situation in the two
Houses, either in this committee or the House for the itnesses to
criticize the manner in which they passed the bill.
Dr. GODWIN. Senator, I think you are right there. And I would
think that if the Senate would act as the House did, that my statement
could be made as I made it. It is not conducive to good legislation
on a measure of this magnitude.
Senator BARKLEY. You mean the way the House acted, oor the way
they are being criticized over here?
Dr. GOODWIN. The speed with which they carried this legislation
which is so far-reaching.
Senator BARKLEY. Well, I could go into that until 12 o'clock and
discuss it with you in a friendly way, but I won't do it, because there
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are other witnesses. But I doubt the wisdom of 1 House or 1 committee of 1 House criticizing the other for the manner in which it
legislates, because we have to get along together. And our Members
of the House have as much-like Artemus Ward remarked one day,
one man has as much human nature in him, if not more. And that
would apply to the Members of the House and the Ways and Means
Committee as well as Members of the Senate.

o

a man can't criticize his friends, whom can he criticize?
Senator BARKLEY. I served in the House with him for many years.
He is still living; isn't he?

Dr. GOODWIN. As you recall, "Alfalfa" Bill Murray remarked, if

Dr. GOODWIN. Yes, sir.

Senator BARKLFY. If you see him, give him my regards.
That is all.
The CHAIRMAN. Any questions?
(By direction of the chairman, the following is made a part of
the record:)
THE OKLAHOMA STATE MEDICAL ASSOCIATION,

Senafr'ROBERT S. KER,

V

D6

Oklahoma City, Okla., February21, 1956.

Senate Office Building,
Washington, D. C.
DEAR SENATOR KERR: Recently in conversation with Mr. Dick Graham you
expressed an interest in knowing the attitude of Oklahoma physicians concerning
their being included in the social-security program.
Since Mr. Graham's visit with you, the Oklahoma State Medical Association
has conducted a survey of its membership on this question. The letter which
was sent to the physicians and the ballot card used are attached.
The result of the survey is as follows:
Out of a membership of 1,725, 954 cards were returned which is a percentage
return of 55 plus percent.
Of the 954 Yeturns, 510, or 53 plus percent, voted "no."
Of the 954- returns, 444, or 46 plus percent, voted "yes."
Of the 444 who voted "yes," 366 or 38 plus percent were in favor of voluntary
coverage and-78 or 8 plus percent were in favor of compulsory coverage.
You will note on the ballot card that the physicians were asked to indicate their
age under an age grouping system and the following is the result:
Of those that voted "no," 87 were under 35 years; 160 were 35 to 45 years;
133 were 45 to 55 years; 57 were 55 to 65 years; 55 were over 65 years and 18
did not indicate their ages.
Those voting for voluntary coverage were 43 under 35 years; 101 from 35 to
45 years; 96 from 45 to 55 years; 53 from 55 to 65 years and 71 were over 65.
Three did not give their ages.
Those favoring compulsory coverage were 10 under 35 years; 12 from 35 to
45 years, 19 from 45 to 55 years, 12 from 55 to 65 years; 23 over 65 years and
2 did not give their ages.
We are anxious to do some additional study on the returns, to the extent of
breaking them down by county and after this has been completed, if you would
care to have the actual cards, we will be more than pleased to supply them to you.
The results of this survey quite obviously will be reported to the governing
body of the association for its further consideration of our stand on socialsecurity coverage for physicians.
If we can be of any further assistance to you in any way, please do not
hesitate to call on us.
R. Q. GooDwIN, M. D., President.

Dr. GOODWIN. Mr. Chairman, may I ask the privilege of Dr. Phelps
making- a, short statement?
The CHAIRMAN. Yes, sir.
Senator LONG. Before you conclude, the witness may very well
know that over in the House they have a rule of limited debates. I
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have been one of those who have not particularly advocated that rule
that a person cannot talk as long as he wants to, but there are those
who criticize our rules, too.
STATEMENT OF MALCOIM E. PHELPS, M. D., EL RENO, OKLA.
Dr. PHELPS. I am Dr. Malcolm E. Phelps, a practicing physician
in El Reno, Okla.
I want to express my appreciation to you for the privilege of allowing me to be here.
I am vitally interested in H. R. 7225 because, in my opinion, after
a careful study of this legislation, I feel that it is a threat
to the solvency of the social-secui ity system.
Over tl e years that I have been privileged to practice
art and
science of medicine I have observed a growing tendency the
of some of the citizens of these United States totecome moreon the part
in Government paternalism than in self-initiative, and thisinterested
has been
particularly evident in the field of workmen's compensation
and physical disability of any and all types.
The issues presented in H. R. 7225 have been extensively
to this committee by representatives of many segments of thepresented
business,
professional, and religious world and I do not feel that I need
repeat
their observations, but I would like to submit perhaps another
viewpoint that I believe to be the feeling of many Amencans.
Practicing as I do in a small Oklahoma community, I naturally
have many small independent businessmen and farmers as my
and I have taken the time to discuss this legislation with patients
them and
when it is pointed out to them that the social-security tax will,
under
present legislation, rise to as high as 9 percent and that
there
is a
possibility that the total permanent disability payments will
be available to persons under social security, under certain conditions,
are appalled. They are appalled because in their busy everyday they
life
the complicated problems of Government they believe
to
be
beyond
their general understanding and it is not until some of the
proposals
of Government are discussed with them do they understand
the effect
these tax proposals will make in their lives.
,
I should like to present for this committee's consideration
questions that, in my opinion, have so far gone unanswered. several
What justification is there for paying cash benefits to a permanently
disabled person at, let's say, age 50 but not at age 49?
.caI
How long will it be before voters in the lower-age group
will be
asking for the same emoluments and finally will the age requirement
ultimately have to be abolished?
If these benefits are paid to totally disabled persons, what
will be
the attitude of the person temporarily disabled?
How would I, as a physician, being morally honest
myse
handle the certification of disability and where does thewith
problems
of
mental disability come into consideration?
rodi
What should I, as a physician, do and what would be
the public's
attitude, to the certification of a drug or alcoholic
addict
as
a
physically
disabled person and what would be the political repercussions
in a
community when its people learn that Federal legislation
exists
which
would make this certification possible and in some cases even
probable?
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As a physician fully believing in and subscribing to the Hippocratic
oath, I can assure this committee that if this legislation passes, I will
exercise my best professional judgment in doing my best to protect my
Government and still be fair to my patients, but I ask you this final
question: What protection can my Government give me and my fellow
physicians to keep a rejected applicant from slandering us and spreading malicious gossip concerning our professional integrity?
My closing statement to this committee is simply a reemphasis of
one I have previously made and it is purely in the political vein. It
is simply that I have taken the time to discuss this legislation with
the type of man who, in the vast majority of instances the country over,
will pay the bill and never ask for any benefits and who, when he
understands it, as he ultimately will when it reaches his pocketbook,
will be opposed to the legislation.
I urge that each member of this committee make the same survey
in whatever way he cares to and above all, I urge each member of this
committee-and as a matter of fact, each Senator-to exercise his
statesmanship and his leadership in presenting this proposal to the
people of his respective State to see how they feel.
Again, I want to thank you for your consideration.
Senator BARKLEY. What kind of a referendum would you call it?
We can't canvass all over the State and see everybody, we are busy
here holding hearings. Most of the letters we get from people are
for it, if that is any indication. But you would indicate that we find
out from the voters. How do you think we can do that?
Dr. PHELPS. I am sure that every time you are in Kentucky, Senator, you have conferences with people there. And when you discuss
things with them you soon find out how they feel.
Senator BARKLEY. I do that frequently. But I don't see how I
could call together in a group or in a great convention all those who
might be beneficiaries of this legislation and ask them if they are for
it or against it.
Dr. PHELPS. I am sure that is correct. My impressions are made
from talking to these people, these farmers and businessmen that are
my patients and my friends.
Senator BARKLEY. Maybe you keep your patients all so well that
-they are not interested in social security.
Dr. PHELPS. I try hard.
Senator BARKLEY. Is the question of disability now, from a medical standpoint, any more difficult than it has been all along in the
Veterans Act, when total disability must be passed on, or in the insurance companies, where it is a medical question? Has the medical
profession deteriorated to such an extent that it can't determine disability any better than 20 or 30 years ago?
Dr. PHELPS. Senator, I can't any better than I could 20 years ago,
and some of the people I have seen over the last 20 years, I can't determine whether they are disabled. It depends too much upon the
individual.
Senator BARKLEY. It is a relative thing, anyway. Nobody can be
dogmatic about it. You expressed your best opinion based upon his
condition and your medical knowledge. And that is about all any doctor can do.
Dr. PHELPS. It has to depend on an honest opinion of the one that
is doing it.
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Senator BARKLEY. And I have been somewhat disturbed about the
testimony here of doctors who have said that there are in this country
enough doctors who, after a patient or an applicant is turned down
by a lot of other doctors, will certify him as totally or permanently
disabled. That seems to me to be a reflection on the medical profession in which I am not willing to indulge.
I suppose there are shyster doctors as there are shyster lawyers.
But I would hate to think that they are so numerous, that there are
doctors who are willing to certify a man as permanently and totally
disabled whether he is or not, in order not to lose that patient; I think
that is a serious reflection upon the medical profession.
Dr. PHELPS. Senator, I know that there are possibly 1 or 2 doctors
that may let their views be influenced by certain things. However,
doctors, as lawyers, can have a true and honest difference of opinion
after examining a patient. Medicine is not an exact science. So we
have to rely on our best judgment. And it can be an honest difference
of opinion.
Senator BARKLEY. Even law isn't an exact science; it is supposed to
be a science, but it is not exact. We talk about socialized medicine,
and all that-and I am against it, if I understand what it is--but we
have a law in Kentucky which requires the court to appoint an attorney
for any man who is charged with a crime who is not able to employ a
lawyer. The court's obligation is to see that he is represented by
counsel in his defense.
I never thought of that as socialized law. I remember when I was
a young lawyer there was a colored fellow who was charged with a
rather serious offense. The judge asked him if he had a lawyer, and
he didn't. And he asked him if he was able to hire one, and he said
he wasn't. And the court appointed me to defend him.
The boy had previously not pleaded guilty, and after he had looked
around at me he turned to the judge and said, "Judge, I think I will
just plead guilty." I didn't think at that point his opinion was exact.
Dr. Pmn's. Senator, I thought you were going to say that he wasn't
the same lawyer that cleared him the last time he stole a horse.

The

CHAIRMAw.

Thank you very much.

The next witness is Dr. Lewis B. Flinn, the Medical Society of
Delaware.
STATEMENT OF LEWIS B. FLINN, M. D., MEDICAL SOCIETY OF
DELAWARE, WILMINGTON, DEL.

The

CHAIRMAN.

The Chair recognizes Senator Frear, who will in-

troduce Dr. Flinn.
Senator FRnAR. Mr. Chairman, I think the delegation from Delaware, which has two members on this committee, is very pleased to
advise the committee that Dr. Lewis B. Flinn is a native Delawarean,
having been born in the city of Wilmington.
He received his bachelor of arts degree at Princeton, graduating as a
Phi Beta Kappa in 1918. He doesn't look that old.
In 1922, he completed his studies as a doctor of medicine at Johns
Hokins University. from where he was graduated with honors.
Since 1925, Dr. Flinn has been practicing medicine in Wilmington.
He is the founder of the Delaware Academy of Music and was a
former president of that organization.

T
t

T

th

A
ag

w

O

In
ali

k

e

ey

ye

th

to

re
tv

1

SOCIAL SECURITY AMENDMENTS

OF

1955

In 1955 he was awarded an honorary degree as doctor of science at
the University of Delaware. Dr. Flinn is a member of a number of
other important medical associations. And, Mr. Chairman, Senator
Williams and myself are very pleased to have Dr. Flinn give his views
on the pending legislation.
Senator WILLIAMS. I want to join Senator Frear in extending a
welcome to him.
Dr. FLINN. I hope I will measure up to such an introduction.
If I may be so bold Senator Frear, if I understood you correctly,
sir, I was not a founder of the Delaware Academy of Music, but of
medicine.
Senator BARKLEY. In order to establish a common interest between
you and me, Doctor, I wear an Phi Beta Kappa, too, but it is honorary.
Senator FREAR. I think we should establish some connection between medicine and music.

The CHAIRMAN. Proceed, Doctor.

Dr. FLINN. I request, if I may, to submit my statement for the
record, and to add to it a short summary, which I would like to give
you now.
The CHAIRMAN. Without objection the insertion may be made in
the record.
(The prepared statement of Dr. Flinn is as follows:)
STATEMENT OF THE MEDICAL SOCIETY OF DELAWARE RE SOCIAL SECURITY
AMENDMENTS

By Lewis B. Flinn, M. D.
Mr. Chairman and members of the committee, I am Dr. Lewis B. Flinn, of
Wilmington, Del., immediate past president of the Medical Society of Delaware,
which I am representing here. I want to thank you for the opportunity of offering these remarks to your committee.
As we are all aware, there are several major provisions in this bill. Certain
aspects of it have been, and will be, covered more comprehensively than it
would be possible for me, as a physician, to do. I have chosen to limit my
remarks to that provision most directly affecting the medical profession, the
payment of disability benefits.
The Medical Society of Delaware questions the value in a great many cases
of direct and indefinitely continued disability payments. Such a program conflicts with, or fails to take into account, the operations of various State and local
funds and activities aimed at successful rehabilitation on the community level.
In many instances these programs have not been in existence long enough to
allow for an accurate appraisal of their results. Mrs. Oveta Culp Hobby, then
Secretary of the Department of Health, Education, and Welfare, recognized
this in her letter of June 21, 1955, to Mr. Jere Cooper of the House Ways and
Means Committee "* * * there has not been an opportunity to assess and
evaluate the results of the 1954 amendments, nor will there be for some time
yet. The first few State determinations of disability under the disability
'freeze' provision enacted last year have just been received. We are convinced
that best interests of the OASI system and the American people would be served
by obtaining more experience under the 'freeze' and having that experience
evaluated carefully before coming to far-reaching decisions which have important
implications for the OASI trust fund. Similarly, there has been no opportunity
to evaluate the effect of the Vocational Rehabilitation Act of 1954, expanding the
Federal-State program of rehabilitation for the disabled, or the effect of the
referral to State rehabilitation agencies under the disability 'freeze' provision
mentioned above. We regard all of these as matters of crucial significance in
the development of sound legislation" (H. Rept. 1189 (H. R. 7225), p. 60).
This view was enlarged upon by J. Duffy Hancock, M. D., Chairman of the
Medical Advisory Committee of the Social Security Administration, who wrote
July 3, 1955, to Mr. Roswell B. Perkins, Assistant Secretary of the Department of
Health, Education, and Welfare, in opposition to payments for the disabled under
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this bill. "It was my impression that the philosophy behind the disability freeze
was the rehabilitation of those disabled in order to enable them to become gainfully employed again. This was based upon the procedure that all the applicants
granted disability freeze are to be referred to rehabilitation for treatment, if
possible. Should pensions be available immediately, they would serve as an
inducement to deter the applicants from the often laborious process of becoming
rehabilitated" (H. Rept. No. 1189 (H. R. 7225), p. 65).
It is a glaring weakness of this bill that by specifying a recent work record at
age 50, H. R. 7225 fails to provide for those disabled at age 40, 35, 30, etc.those who have had even less chance to accumulate a financial backlog. It is
naive not to recognize that the age limit eventually will be lowered under pressure from these age groups until disability coverage starts at the cradle and ends
at the grave. Similarly, the Ways and Means Committee expressed awareness of
"the plight of women widowed when they are not many years below age 65" (H.
Rept. No. 1189 (H. R. 7225), p. 7). What limit can be placed upon the phrase "not
many years"? What will be the attitude of the Ways and Means Committee
toward those women widowed "not many years below age 62"? Once the principle of the sliding age limit is adopted, where, short of lifetime coverage, at
astronomical cost, can it logically end?
It is well known that life expectancy in this country and in the world is rapidly
lengthening. Less well known are the findings of Mr. A. W. Watson, an eminent
British actuary, that a decrease in the mortality rate is accompanied by an increase in the morbidity, or illness, rate. Thus, the same factor which is pyramiding the old-age benefit liability is simultaneously a threat to costs under the
proposed disability-benefit coverage.
The greatest danger to the Nation in this plan is the danger of the people's
being educated to regard injuries as opportunities for financial gain. This would
lead not only to an inevitable translation into increased costs, but to a vast
weakening of the national philosophy. The concept of premiums being "banked'?
to draw on might lead to a determination to cash in, with a resultant growth of
that group who want something for nothing and a concomitant decline in the selfsufficiency and independence of the national character. We must never lose sight
of the fact that rehabilitation is of itself a means, a justification, and an end. We
must never allow for a situation to develop in which that end becomes obscured
by avarice or lack of incentive. Disability, it must be remembered, is often a
highly subjective thing.
In any legislation so vast in its implications, a thorough study of the cost
is imperative. The report of the House Ways and Means Committee states
"Your committee has consistently been of the belief that the foundation of the
social-security system should be the method of contributory social insurance.
* * *" (H. Rept. No. 1189 (H. R. 7725) p. 4). The thought that social security,
as it now stands, is insurance is a fatuous misconception, and has colored many
people's approach to the facts, by its implication of a balance between what
is contributed and what is withdrawn. Insurance is based on the concept
of contributing toward the realization of face value. That this is neither the
case nor the original concept with social security is demonstrable.
The Attorney General of the United States testifying on old-age benefits
before the Supreme Court in 1937 said "These are gratuities (not based on
contract) * * * to be paid by the National Government directly to individuals."
In the case of Lynch v. United States (292 U. S. 571, 576-577) the Supreme
Court pointed out the difference between insurance, which creates vested interests, and pensions and other gratuities involving no contractual obligations.
The Attorney General, referring to the Social Security Act in 1937, said "* * *
the act creates no contractual obligation with respect to the payment of benefits."
This statement is substantiated by section 1104 of the Social Security Act"The right to alter, amend, or repeal any provision of this act is hereby reserved
to the Congress."
Thus, while social-security taxes are compulsory, the Congress is under no
reciprocal compulsion to pay benefits. Obviously, then, there is no contract
involved, and, by the decision of the Supreme Court, no insurance is involved,
and by the wording of the Social Security Act, none was intended.
The insertion of the concept of insurance, with its implication that benefits
are bought and paid for, has led to some extraordinary interpretations on
the part of the proponents of this system.
The House Ways and Means Committee, in determining the potential cost
of H. R. 7225, used the simple expedient of averaging the high- and the lowcost estimates. This was highly arbitrary in view of the variance in these esti-
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mates, and seems to have been questionably motivated when taken in conjunction
with the committee's Inconsistency in accepting only high employment assumptions. Certainly this method presents a favorable though unrealistic picture.
We feel that it is important to consider this variance.
Operating on identical assumptions with respect to wages and employment,
and dealing in payroll percentages to minimize the factor of the fluctuation
in the value of the dollar, the low-cost estimate procured by the Ways and
Means Committee projects a trust fund balance of $482,521 million in the year
2020. The high-cost estimate foresees a complete exhaustion of the fund by the
year 1998 (H. Rept. No. 1189 (H. R. 7225), p. 21).
While admittedly the true course of social security under H. R. 7225 probably
lies between these extremes, one of these estimates is very wrong, and the
application of this system without exhaustive research aimed at a precise estimate could destroy social security. Rather than the cavalier approach of the
Ways and Means Committee, "This intermediate-cost estimate does not represent the most probable estimate, since it is impossible to develop any such
figures. Rather, it has been set down as a convenient and readily available
single set of figures to use for comparative purposes" (H. Rept. No. 1189 (H. R.
7225) p. 16) an extensive detailed study of these costs is in order, to prevent
'what may very well be the eventual choice between a total collapse of the
economic feasibility of social security, to which many people now look and will
look for protection in their old age, and a rate of taxation equivalent to socialism
in order to sustain it. Rather than shift responsibility to an Advisory Council
to be set up in the future to "review the status of the old-age and survivors
insurance trust fund in relation to the long-term commitments of the program"
(H. Rept. No. 1189 (H. R. 7225) p. 10) as was done by the Ways and Means
Committee, let such a study be made before committing the Nation to a program so vast and far-reaching in its effects.
With reference to the Ways and Means' statement that "the system is now in
approximate actuarial balance" (H. Rept. No. 1189 (H. R. 7225) p. 12) let us
consider the status of the trust fund as of 1955.
The social security trust fund contained, nominally, $20.7 billion in 1955. But
the law states (sec. 201 (c)) that funds not required for current operations shall
be invested in "interest bearing obligations of the United States or in obligations
guaranteed as to both principal and interest by the United States." The Social
Security Act further empowers the trust fund to purchase special obligations
issued to it, by the Treasury. Twenty billion dollars' worth of Government bonds
and obligations have been acquired by the fund. This money has been spent
by the Government for general operations. This leaves $700 million in cash
to meet an approximate accrued liability of $300 billion under the present law
alone. Of the principal and interest currently held by the fund, 3.4 cents of every
dollar is actually available. Ninety-six and six-tenths percent of the money supposed to be set aside for social security purposes has been spent for general
Government operations, and must be reclaimed from tax revenues, in no way
related to social security, yet to be collected. We speak of making a "token
reduction" on a national debt of $279 billion, and simultaneously legislate to
increase a national social security debt of $299 billion.
While it is perfectly obvious, of course, that the largest part of the increased
cost will not come from disability benefits alone, the depth of the thinking that
formulated this plan is apparent in these figures.
Let us consider the possible practical effects of this bill. It must be remembered that disability income is not subject to taxes and withholdings. Therefore, the spendabiilty of income tends to rise, and disability benefits represent
a much higher percentage of ordinary income than is readily apparent. This
tendency is accentuated by the fact that when one is not working, ordinary expenses of work-meals, transportation, clothing, etc., become unnecessary. This
may stretch disability benefits to the point at which, with possible residual
and/or unreported productivity, such as work done at home, it becomes as
profitable and, to some, much more attractive to remain at home and accept
benefits than to wholeheartedly strike for rehabilitation.
While disability benefits represent net value, conversely the social security
tax is a gross tax, and the percentage of income it appropriates is concealed in
its true effect, when compared, for example, with Federal income tax. As wisely
pointed out by the dissenting minority of the Ways and Means Committee. "Let
us take the example of a farmer with a net income from self-employment of
$4,200 in 1975. Assuming that he has a wife and two children and uses the
standard deduction, his Federal income tax, under present rates, will be $276.
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His social security tax, on the other hand, will be $283.50. In this example,
which is a completely average case, the social security tax, as a percentage
of net taxable income, would be in excess of 20 percent. If the same individual
had three children, his income tax would be cut to $156, but his social security
would still amount to $283.50. In such a case, the latter tax would be the
equivalent of a net income tax of 36 percent. We again point out that his would
be an ordinary case and not at all an unusual one" (H. Rept. No. 1189 (H. R.
7225), p. .62).
When this effect upon spendable income takes hold in the lower tax brackets,
P
the brackets which, because they actually spend the highest percentage of their
q
income, exert tremendous pressure on the markets which sustain high employment, what will be the effect upon the assumption of the Ways and Means Comn
mittee that, granted high employment, the social security system will be "not
quite self-supporting" (H. Rept. No. 1189 (H. R. 7225) p. 19)? It is obvious
6
that the most intense study should be given this point to see if H. R. 7225 does
a
not contain the seeds of the complete collapse of the social security system. Consider the terrific rise in disability claims during recessions of the employment
a
cycle, to which the Nation's private insurance companies lost literally hundreds
hg
of millions of dollars during the depression of the early 1930's. Consider the
6
probability that Government adjusters, under no compulsion to show a profit
as were the insurance companies, will be less rigid in their administration of
disability claims. Consider the pressure on such adjusters to have records of
g
payment for claims which do not fall substantially below those of other areas.
lh
Consider the probable increase in loss because of universal coverage as opposed to
le
selected risks. Will not the first major deviation from the high rate of employCI
ment blithely assumed by the Ways and Means Committee, coupled with the
*
comparatively large segment of spendable income taxed from the lower brackets
ig
create:
et
(a) A cyclic, self-perpetuating increase in the number of disability claims?
(b) An unfavorable economic environment in which to expand small businesses
i
or found new ones? These businesses must be encouraged to prosper and grow
s,
if our rapidly rising population of today is to have employment tomorrow.
(c) The necessity for a spiraling rise in social security tax rates to support
the increased demand for funds created by disability claims and precipitated
retirements, until the social security tax reaches proportions that already stand
at 35 percent in segments of the French economy today?
M
The flat percentage payroll tax was invented by Bismarck in the 1880's specifically to redistribute the wealth of Germany and bring the German states
4
together under one autonomous government. It is a device especially designed
t
to promote national socialists, and unless it is handled extremely carefully,
m
after a long and intense study such as H. R. 7225 has not had, it will do exactly
ple
that in this country.
From a medical point of view, the most alarming aspect of this bill is that the
decision of the physician regarding the actual disability of his patient is not
final. Not only is the claimant encouraged to shop around until he finds a medical opinion to his liking, but the case certified as a genuine disability by a
physician may find that opinion overruled by the Secretary of HEW. In addiW
tion to placing diagnosis by individual practitioners under approval of a political
e
appointee, this projects the Federal Government directly into the practice of
medicine. While nationalization of the medical profession, as such, has repeatTh
edly been rejected in the Congress, the effect of previous disability legislation,
Ill
and particularly of H. R. 7225, is to extend Federal authority farther and
farther into the field of medicine. It is a trend, which if carrid to its logical
conclusion, will inevitably lead to Federal regulation and control of the medical
profession, through the extension of compulsory and "gratuitous" health programs to the American people. As Justice Jackson of the Supreme Court observed in 1942, "It is hardly lack of due process for the Government to regulate
that which it subsidizes."
In this connection, Dwight Eisenhower, then a candidate for the Presidency
N
of the United States, commented upon the dangers of American medicine's
coming under the control of those who seek to nationalize it--"* * * incentives
has
would disappear under Government bureaucratic control, because promotion
04
and increased compensation for most doctors would come more by seniority than
by merit. But still more important is the effect of compulsory methods on the
patients, whose confidence In the doctor may be seriously impaired. The patient
may fear-and no doubt correctly in many cases-that he would receive regiI
mented assembly-line treatment instead of care that is tailored to his individual
lee
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needs * * * The patient would find that he would be worse off as a taxpayer,
too, because it would require a whole new army of Government clerks to handle
the records that would be an essential part of a compulsory system.
"Any move toward socialized medicine is sure to have one result. Instead of
the patient getting more and better medical care for less, he will get less and
poorer medical care for more. Experience has shown that American medicine
outstripped the world on a voluntary basis and on that basis-plus voluntary
insurance plans together with locally administered indigent medical care programs for those unable to participate-the needs of Americans will most adequately ,e met."
The question presented to the Senate in H. R. 7225 is not one of whether or
not the medically indigent of this country are to receive proper medical attention and service. We have been attacking this problem for years, with considerable success. The situation as it now stands is admittedly imperfect but
with continued progress we feel that we shall be able in time to provide adequate
care for all of the people regardless of their financial resources. The problem
has been dealt with on a local basis, as is proper. The questions inherent in
this bill are:
(a) Shall this bill, which is a perversion of the intents and purposes of
social security, be the precedent for a complete scheme of cradle-to-grave socialism? How can it be said arbitrarily that a disability at age 50 is more disabling
than one at a progressively lower age? Once adopted, this precedent will
have no logical point of termination. Once it has been established that ae limits
can be shuffled to meet expediency, how can future legislators resist the pressures-that w1 be put on them to extend benefits to larger and larger groups,
at greater and greater costs, until staggering tax i-ates and universal benefits
destroy our free economy?
(b) Is the collapse of the provisions upon which millions of Americans place
their hopes for old-age security inherent in this bill? Are the costs involved
so tremendous that they will bankrupt the social-security system? This is a
question that has frequently been asked, but so far has not been answeredcertainly not by the casual averaging (and reciprocal negation) of opposing
cost estimates employed by the Ways and Means Committee. We are not able
to answer this question, but we feel that it would be highly irresponsible to
pass the bill without intensive research and a definite settlement of the question. It is true, of course, that this would take time; but we do not see any
urgency in the presentation of this bill, and we believe it would be far better
to delay, that presentation pending a knowledge of the facts than to force an
uninformed vote on so vital a matter. The American Medical Association has
pledged to support such a study, and I should like to add my assurance that the
Medical Society of Delaware will be happy to assist wherever it may.
(c) Finally, and most important, is the social-security program, with its
great positive potential for the relief of poverty, indignity, and dependence,
and its equally great potential for undermining in the national philosophy the
incentive, the energy, and the independence that have always characterized it,
to be subjected to the demands of political expediency? The suspension of
rules under which H. R. 7225 was forced through the House of Representatives
represents one point of view. It remains for the Senate to consider the other.
The taxing of future generations to insure the support of present ones can be
ddne,'of course. It is a very popular movement among those who question any
obligation to posterity. But it should not be done in the name of freedom, responsibility, and equity. Originally a humanitarian device, social security has
been subject to political presures since its inception. It is high time that
statesmanship should succeed political opportunism in determining its future
course.

Dr. FLINN. In the first place, I wish to make very clear that the
medical profession, and certainly the Medical Society of Delaware,
has a real interest in and genuine concern for the improvement of the
status of disabled individuals. Considerable progress has already
been made in this connection.
If the Congress desires to allocate Federal funds to expedite and
expand such improvement, we will gladly cooperate in studying the
need and magnitude of such aid, and in attempting to determine the
mechanics best suited to bring this about.
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We are convinced, however, that H. R. 7225 is not the desirable
method.
Previous testimony has demonstrated the astronomical costSenator BARKLEY. May I interrupt to ask you if you mean the whole
of the bill or just certain parts of it.
Dr. FLINN. Certain parts of it.
Previous testimony has demonstrated the astronomical costs of this
proposed legislation, and has shown it is actuarily unsound. I have
alluded to this in my written statement. I wish to confine my few
remarks now to the medical aspects of this bill.
The Medical Society of Delaware questions the value in a great
many cases of direct and indefinitely continued disability payments.
Such a program conflicts with, or fails to take into account, the operations of various State and local funds and activities aimed at successful rehabilitation on the community level. In Delaware, for instance,
as Senators Frear and Williams well know, vocational rehabilitation
has been most successful, and Delaware has led the country, in fact,
in percentage of individuals returned to gainful employment.
The permanent and total disability provisions of section 14 of the
Social Security Act are already in force in Delaware, and give more
benefit to the medically indigent than would H. R. 7225.
Senator BARKLEY. Would it bother you if I asked you a question
right there?
Dr. FLINN. No, sir.
Senator BARKLEY. In Delaware, then, you have coped with the
question of total and.permanent disability?

Dr. FLINN. Yes, sir.

Senator BARKLEY. Have you had any difficulty in administering it,
or have you been imposed on as a profession by reason of it?
Dr. FLIN-l. I am not familiar with the details of this program, but
I am sure it is not working as well as it should, nor is the rehabilitation program. But I feel also that there is no reason why such programs cannot be improved with more care and study.
Senator BARKLEY. All such programs, whether administered by a
county, a city, a State, or by the Federal Government, have to take
into consideration human frailties and weaknesses, and all that, both
on the part of the beneficiary and the administrator and the doctor,
and everybody else; isn't that right?
Dr. FLINN. Yes, sir. My point here was to the effect that there are
already these provisions made for the care of a lot of disabled veterans
which, it would seem to me, overlap in this proposed legislation.
Senator FREAR. Is Dr. Heim the head of the program in Delaware,
Dr. Flinn?
Dr. FLINN. I think so.
Senator FREAR. Raymond Heim. As you stated there, I think he
has one of the outstanding records in rehabilitating people.
Dr. FLINN. Of course, many of us are proud of the record made by
Dr. Heim.
It is well known that life expectancy in this country and in the
world is rapidly lengthening. From a medical point of view the most
alarming aspect of this is that not only is the claimant encouraged to
shop around until he finds a medical opinion to his liking, but the
case certified as a genuine disability by a physician may find that
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opinion overruled by the Secretary for the Department of Health,
Education, and Welfare.
In addition to placing diagnosis by individual practitioners under
approval of a political appointee, this protects the Federal Government directly in the practice of medicine. While nationalization of
the medical profession as such has repeatedly been rejected in the
Congress, the effect of previous disability legislation, and particularly
of H. R. 7225, is to extend Federal authority further and further
into the field of medicine. It is a trend which, if carried to its logical
conclusion, will inevitably lead to Federal regulation and control of
the medical profession through the extension of compulsory and
gratuitous health programs to the American people.
The question presented to the Senate in H. R. 7225 is not one of
whether or not the medically indigent of this country ought to receive
proper medical attention and service. We have been attacking this
problem for years with considerable success. The situation as it now
stands is admittedly imperfect, but, with continued progress, we feel
that we shall be able in time to provide adequate care for all of the
people, regardless of their financial resources. The problem has been
dealt with on a local basis 2 as is proper.
The questions inherent in this bill are: Shall this bill, which is a
perversion of the intents and purposes of social security, be the
precedent for a complete scheme of cradle-to-grave socialism? How
can it be said arbitrarily that a disability at age 50 is more disabling
than one at a progressively lower age? Once adopted, this precedent
will have no logical point of termination. Once it has been established
that age limits can be shuffled to meet expediency, how can future
legislators resist the pressures that will be put on them to extend
benefits to larger and larger groups, at greater and greater costs, and
still staggering tax rates and universal benefits destroy our free
economy?
We do not see any urgency in the presentation of this bill, and we
believe it would be far better to delay action pending a thorough
knowledge of the facts than to force an uninformed vote on so vital
a matter. The American Medical Association has pledged to support
such a study, and I should like to add my assurance that the Medical
Society of Delaware will be happy to assist wherever it may.
Finally, and most important, is the social-security program, with
its great positive potential for the relief of poverty, indignity, and
dependence, and its equally great potential for undermining in the
American philosophy the incentive, the energy, and the independence
that have always characterized it, to be subjected to the demands of
political expediency?
Senator BARKLEY. I would like for you to expostulate a little more
on this. What do you mean by "political expediency" in connection

with legislation of this sort? That term has been referred to here over

and over again, and I would like to find out what you have in mind
when you talk about political expediency in connection with this
legislation.
Dr. FLINN. I will not bring up in detail, sir, the question of what
happened in the House of Representatives. That has been discussed.
I can only say that it seems rather precipitous to many people in the
country, and certainly to physicians. And I merely mention that
fact, plus the dangers of rushing legislation, perhaps, through Con-
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gress in an election year. And we merely again rely on the statesmanship of the members, certainly of this committee, to look at all the
factors involved and to suggest, we hope, a more thorough study into
certain aspects of this bill when it comes to disability, which I am
not aware have ever been answered.
How many disabled individuals are there? Disability is almost-to
some extent-a philosophy.
As you so ably pointed out a few minutes ago, sir, it is difficult to
determine in many instances when a person is disabled and not disabled. The main difficulty, as we see it, in this proposed bill is that
this magnifies the problem into a tremendously large number of such
individuals, which will, we feel, interfere with a proper administration
of the bill, and will in the end not result to the best interest of the
disabled individuals themselves.
Senator BARKLEY. Now, this is an election year; it is automatic, and
we can't do anything about it, because the Constitution requires that
the President be elected every 4 years and the House of Representatives every 2 years. The House of Representatives passed this bill
early last year. It was not an election year. Is it your viewpoint
that they did it through political expediency looking forward to this
year, which is an election year?
Dr. FLINN. I do not know
Senator BARKLEY. Would you suggest that we suspend all legislation actions in an election year because it might be charged that it
was due to political expediency? Personally I have long favored a
4-year term for Congressmen so that they wouldn't have to run every
2 years, but I haven't gotten anywhere, and probably won't. But I
do feel that the Members of the House ought to be elected for 4 years,
and I feel that if Congress had the courage to submit a constitutional
amendment to the people, that the people would ratify it. It would
relieve them of the necessity of having to elect a Congressman for
2 years. That keeps him running all the time. But we can't suspend
the legislative process here, because it happens to be an election year.
Dr..FLINN. No, sir; I am not suggesting that. But I am suggesting
that the medical profession is relying on the statesmanship of the
members of the Finance Committee to resist pressure which we feel
must be exertedSenator BARKLEY. I hope that the statesmanship of this committee
will rise to the expectations of the medical profession, but I would like
it also to rise to the expectations of the American people.
Dr. FLINN. I agree, sir. But to do so it is our suggestion that a
more thorough investigation of this disability problem as described in
this bill be made, that it needs considerably more study and information. I myself and my conferees with whom I have discussed it do
not know the answers to many of these questions that have been asked.
Senator BARKLEY. This law has been a statute for 21 years, and the
coverage has increased almost fantastically since the enactment of
the law. Is there any reason why after 21 years we should make a
long study of any further amendments, in view of the fact that such
inadequacy has not been brought to our attention in the last 20 years?
Dr. FLINN. I am not qualified to answer that question, except in
regard to the implications of H. R. 7225. There are questions involved
in that which I feel need a great deal of study and clarification beforethe bill should be passed.
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Senator BARKLE Y. Are there any other besides disability and the
lowering of the age of women?
Dr. FLINN. The disability and the administration of the whole
program-how many individuals are involved-whether or not it
really is going to amount to such that many of the low-income families
will have to pay a higher social-security tax and the Federal income tax
which will make living even more difficult.
Senator, BARKLEY. Some people pay social-security taxes that don't
pay any income taxes.
Dr. FLINN. Yes, sir.
Senator BARKILY. And I don't know how you are going to avoid
that.
Senator LONG. Doctor, have you read this bill in detail?

Dr. FLINN. I have read many excerpts from it, I have read part of

it in detail.

Senator LONG. Here is the point I am getting to: I know you are not
an attorney, but some of this language I know a layman can interpret.
On page 10 of the bill there is the definition of "disability." It seems
it that the term "disability" means "inability to engage in any substantial
I gainful activity by reason of any"-and I stress the words---"of any
medical determinable physical or mental impairment." That doesn't
leave it open for a person just on a subjective basis to say that he is
disabled and can't work because something hurts him. If I correctly
interpret those terms, that means something that you can demonstrate
to a doctor that has been determined to be a physical or mental impairment which prevents this person from engaging in any substantial
employment, that is, in any substantial gainful activity, which it seems
to me is about as close as a person can draw a definition of "disability."
It appears to be that there are a great number of people who would
be actually disabled and yet could not qualify under the terms of this
k language. And if this were drawn to satisfy the demands of the
medical profession, that these people who have subjective evidence of
disability but not actual physical evidence that could be determined by
L a doctor, should not obtain disability insurance. And furthermore,
the next section finds the waiting period to mean that a person would
k have to be out of employment for 6 consecutive months before he
could apply, and he would have to be 50 years old. And then he would
ta have to have definite medical evidence that he was disabled. And it
seems to me that that has to be something more than just subjective
evidence, a doctor has to have something to rely upon to certify a person as being disabled, and they have to wait 6 months before they can
get any payment.
Doesn't it seem to you that that is pretty closely drawing the net as
as far as preventing any malingerer or persons who do not want to work
very much from drawing the disability? He must have been a person who had done work, because he had to have 20 quarters, which
means 5 years of work, to prove he was a working person. And then he
must have been 50 years old and been out of a job for 6 months prior
to the time he expects to receive any sort of payment, and even then
he has to have some medical proof.
Wouldn't it appear that that gives a reasonably good protection
from certainly a great number of persons receiving disability payments
who don't need it?
7 3 192-56---Pt.
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Dr. FLINN. It may appear that way to you, Senator, but not to me,
because you mention that until-that an individual with a subjective
complaint would not be acceptable for benefits under this plan. That
raises the question of what to do with a group of individuals. Should
one who has a backache-which no one has been able to find a foundation for-perhaps there was an injury once-when the symptoms
from it cease? How about, for instance, individuals with emotional
problems and anxiety? It is very difficult for the most expert psychiatrists at times to say that this individual is disabled and this one
is not.
Senator LONG. That is the point I am getting at. It seems to me
that so many of these people you are speaking of there now would be
disqualified for disability, because there is no medical standard that
would qualify them for it, there is no evidence that they can present.
Dr. FLINN. But there are such people who are legitimately disabled.
There are people with mental difficulties who are incapable of carrying on a gainful occupation, perhaps permanently, or at least until
he can be rehabilitated. But there is very little objective evidence
for that. On the contrary, I have heard, for instance, of an individual
who was paralyzed from the shoulders down, and other similar catastrophes, who were still able to carry on a gainful occupation, but certainly by all the rules he would be considered disabled.
Senator LONG. It seems to me that this statute resolves this disability
question that you doctors would like to have resolved. That is, if you
can't prove you are disabled, you don't get the disability payments,
which means that there wouldI be a lot of unfortunate people who
wouldn't get the payments.
On the other hand, it does seem to me to satisfy the medical profession that there wouldn't be a large number of malinfferers.
Dr. FLINN. There will be a group of malingerers. There also will
be a group of individuals, it seems to me, who will have little incentive
to get well if they can continue to draw disability pay. The amount
received will be just enough to make living comfortable, in many instances. But there is, nevertheless, another group where it will be
difficult, where there is an honest difference of opinion among physicians as to whether one individual is disabled or not. That is a
larger group, I feel, than perhaps you realize.
There are so many vague complaints that can be continued, not
always dishonestly, but if that individual had the motivation to get
well, he would get well enough to be gainfully employed. There is
that angle of the bill, to place emphasis on disability rather than on
cash benefit s, that is important to us.
Senator LONG. The witnesses here take the point of view that the
American Medical Association have not, so far as I know, made the
one point that the American people are very good people, and in the
main they don't claim disability benefits or anything of that sort
unless they genuinely feel they are entitled to it.
Wouldn't you agree with me, that 90 percent of the people are not
going to come in here claiming disability if they are able to work?
Dr. FLINN. Certainly, a lot of them. But this isn't all conscious
malinzerinfz. This is a psychological reaction. They feel they are
really disabled, and many of them aren't.

tin

i

w

dm

Q

m

2
D

Ii

yI
tr

I
ir

try

IR

SOCIAL SECURITY AMENDMENTS

OF 1955

795

Senator LONG. But the necessity of going without any income,
whatever, certainly is going to provide an impetus for the man to go
back to work.
Dr. FLINN. I think not. Many of them may have had some illness
to get them out of work in the first place.
Senator WILLIAMS. One of your feelings is that alcoholics and narcotics addicts could fall into this category, and might create some
public reaction.

Dr. FLINN. That is right.

Senator LONG. Do you find anything on page 10, looking to subsection 2-and I'll pass you my copy-if you find anything in this language that would indicate an alcoholic can qualify as a disabled
person, would you tell me?
Dr. FLINN. I don't know whether it spells out alcoholic, but certainly it would come into the emotional group of individuals.
Senator LONG. Just read the sentence there. The second one.
Dr. FLINN [reading]:
The term "disability" means inability to engage in any substantial gainful
activity by reason of any medically determinable physical or mental impairment
which can be exepected to result in death or to be of long-continued and indefinite
duration.

That certainly includes alcoholism.
Senator LONG. It seems to me if a person says he is unable to engage
in any gainful activity, all he has to do is quit drinking and he can
go and get himself a job.
Dr. FLINN. That is not very easy, Senator.
Senator LONG. If you would like to have that, I'll be willing to
offer an amendment that disability does not include chronic alcoholism. But it seems to me that language certainly excludes any
chronic alcoholism.
Dr. FLINN. That would be desirable as far as it goes, but there are
a lot of other things for which amendments would have to be made,
also.
Senator LONG. Take chronic alcoholism as an example. How do
you think anyone is going to get a doctor to produce medically determinable evidence that his drinking is going to make him completely incapable of working?
Dr. FLINN. I would have to leave that to psychiatric consulation,
sir.

Senator LONG. I don't think you would want to try the case, would
you, Doctor?
Dr. FLINN. No, sir.
Senator LONG. You wouldn't want to be the medical witness to
try to convince this group that that man. by medically determinable
evidence, could not cure himself, or could not stop consuming alcohol
in excess.
Dr. FLINN. I would be willing to say he would be permanently disabled, unless he stopped drinking.
Senator LONG. Your advice would be to stop drinking.
Dr. FLINN. Yes, sir; but it would take more than just advice. It
means long, concentrated care, as anyone with any experience in that
direction would know.
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Senator BARKLEY. This language says, "medically determinable."'
That wouldn't include psychiatry.
Dr. FLINN. That includes psychiatry as part of the medical determination. There are a lot of psychiatric disabilities one can't see
by laboratory tests.
Senator WILLIAMS. Chronic alcoholism is recognized as a disease,.
today.
Dr. FLINN-. Yes, sir.
The CHAIRMAN. Have you finished, sir?
Dr. FLINN. Yes, sir.
The CHAIRMAN. Thank you, sir.
It is very evident we can't complete this testimony today. Do you
gentlemen have any wishes in the matter?
Senator LONG. I was hoping we would hear from Dr. Jones, representing the Louisiana Medical Society, Mr. Chairman.
Senator CARLSON. I was hoping, too, we could hear from Dr. Barnes,
from Kansas.
The CHAIRMAN. We want to do that, of course, but I realize we
can't complete it. I want to ask the Senators if we can have an
afternoon session.
Senator BARKLEY. I can't attend an afternoon session, myself, Mr.
Chairman. I want to be at this session on the floor.
The CHAIRMAN. Well, the next witness is Dr. Philip Jones, of the
Louisiana State Medical Society.
Senator LONG. I want to welcome Dr. Jones here this morning. He
is an outstanding member of the medical association in Louisiana.
Dr. Jones is professor of clinical medicine of the Tulane University
at New Orleans.
STATEMENT OF PHILIP H. JONES, M. D., THE LOUISIANA STATE
MEDICAL SOCIETY
Dr. JONES. Mr. Chairman and members of the committee, I am Dr.
Philip H. Jones, a practicing physician, of New Orleans. I am professor of clinical medicine in the Tulane University School of Medicine. I represent the Louisiana State Medical Society.
The members of the Louisiana State Medical Society are concerned
about H. R. 7225 as citizens and as physicians. Since Louisiana is a
State whose government has ventured furthest toward the welfare
state, thoughtful citizens regard the bill as ominous. Its financial
provisions will prove burdensome. The average self-employed earner
will pay more security tax in 1975 than income tax. The salaried
worker will pay 4.5 percent of gross earning, which in many individuals will parallel an additional income tax of 10 to 15 percent.
It is expected that if the bill becomes law it will be the basis for
further ventures into the realm of the welfare state.
The reason for such a fear is the history of successive amendments
to the original social-security law since 1935, and the parallel observation that 40 years ago when the income tax was made law, no one
realized that it would become one of the most important factors in
American life today.
The operation of this bill under consideration here would soon
require an increase in the payroll tax or support from other sources.
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The age limits inevitably would be lowered by successive amendments.
The number of those who could qualify for total disability under the
loose definition given in the bill would be far greater than the estimated 300,000.
The reason for making this statement is that each one of the 160,000
practicing physicians knows among his own patients at least'5 to 10
persons who could qualify. When mental cases are included, the
number potentially receiving benefits in 10 years would be 2 to 3
million.
From the point of view of the individual, as well as that of the
national economy, rehabilitation of the disabled is to be preferred to
disability support or maintenance.
Competent authorities have estimated that up to 9 out of 10 disabled
persons can be rehabilitated if they have the will and opportunity.
payments to the disabled under this bill will have the tendency to
discourage effort and initiative, retard rehabilitation, and retard
return to productive employment. Nearly every doctor knows of
patients who claimed and successfully maintained that the effects of
injuries prevented their working-until "the case was settled," when
they immediately returned to full employment.
The feature of the bill that gives physicians the most concern, from
a professional point of view, is the determination and care of the
disability. There are no exact medical, legal, or social methods of
determining total disability which are uniformly applicable. Among
the majority of those who would seek coverage in this field under this
law it would be a matter of the will.
In certifying as to the applicant's status the doctor would be placed
between the patient and the Government. Except in a few obvious
cases he cannot satisfy both. The patient will pursue his project from
doctor to doctor. As in the field of insanity, he may be disabled in
one State and competent in another. A clamor will arise for an official
determination by medical governmental authority. This would be
followed by the demand that the same official care for the patient while
disabled. As the age limits of 18 and 50 approach each other in successive legislative alternations, a full-fledged system of gradually expanding State medicine will be developed among us.
To this, the physicians whom I represent and those generally over
the Nation are emphatically opposed. The contention that this sequence of events is threatening is supported by the provisions in the
amendments to the Social Security Act.
Certain amendments of the 81st, the 82d, and the 83d Congresses
provided payment from public funds for physicians-"vwndors of
medical care"--to treat disabled charity patients covered by the Social
Security Act, and certain other amendments established the "disability
freeze" entailing a projected medical certification.
The precedent for the determination of disability on terms of a
Federal program was thus established.
These amendments were in preparation for the present bill, and our
spokesman contended at the time of enactment that disability benefits
would be the next step.
In summary, this bill would be a financial burden on the individual
and the economy.
This bill will be a dangerous step toward Government socialized
medicine and welfare state.
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The CHAIRMAN. Any question?
Senator LONG. I am rather distressed to see you refer to the State
that I represent as a welfare state.
Did you have occasion to read the latest election returns in Louisiana and see how people feel about the welfare program down there?
Dr. JONES. Very much so. I still disagree with the program.
Senator LONG. You disagree with the majority of the people in
Louisiana, do you not?
Dr. JONES. Unfortunately, yes.
Senator LONG. Do you understand the man who established that
program has just been reelected over four other good opponents in
that community, and the men he defeated offered to go as far as he
had gone with that program?
Dr. JONES. I realize that. Also I realize that we are first in the
category which means that the limit of taxation is being approached,
and we cannot continue to take the amount of tax from the individual
with all consequences which will be disastrous ultimately.
Senator LONG. The people of Louisiana don't seem to be as seriously
worried about that as you do, however, do they? Because they seem
to take a different point of view.
Dr. JONES. They take a decidedly different point of view, but they
have not as yet seen the consequences of their own planning.
Senator BARKLEY. You are seeking to preserve the people from
themselves, as I understand it.
Dr. JONES. It has been said that without vision the people perish.
Senator LONG. I would like to ask one further question.
Are you familiar with the fact that since Louisiana has put that
program into effect, it has far exceeded the national average in industrial expailon and also in increase in population, and exceeded
the national average in increase per capita income?
Dr. JONES. It has participated in a sort of changing situation,
current over the South. But still we are first in the number of
free hospital beds, first in the amount of public assistance, where
eight-plus of each hundred are on the public payrolls. We are first
in old-age assistance of those over 65, where 604 out of a thousand
are receiving old-age assistance.
We are first in disability assistance, and we are first in the ratio
of State tax collections to personal income, which makes us, in effect,
the highest taxed State in the Nation.
Senator LONG. And the people seem to be very well satisfied with it.
Dr. JONES. They do not yet know the consequences of the way they
are drifting.
Senator LONG. Did you know that since that program went into
effect, Louisiana has exceeded the average southern State with the
exception of Texas and Florida, in the increase of its per capita
income and industrial expansion?
Dr. JONES. I am aware of the fact that we have participated in
the boom, but we are still the highest taxed State in the Nation.
Senator LONG. You are speaking with relation to per capita income,
percentage of per capita income?

Dr. JONES. Yes.

The CHAIRMAN. Are there any further questions?
Senator BARKLEY. Doctor, I am interested in your philosophy
here. It intrigues me. I would like to ask you to make a comparison.
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In my State, and I suppose in all States, every city of any size has
a department of health.
Dr. JONES. Louisiana had the first one.
Senator BARKLEY. I am talking about the city. The city has a
department of health. It has probably a hospital that is publicly'
owned, a city hospital. It may have a city physician appointed by
the mayor or by the city council, or by the commissioners, whatever
the form of government may be, and it is the duty of that city hospital not only to throw the doors open to the public generally who
can pay for the treatment, but also for those who cannot. And it
is the duty of the city physician to attend and treat those who are
indigent and cannot pay for a doctor.
I happen to live in a county where we had an institution that was
called the poorhouse. We changed the name of it to the county sanitarium, and built a new building, a very commodious building. We
had a county physician whose duty it was to visit that hospital at
the sanitarium every day to attend to the needs of the patients, of
the inmates, who were poor and sick. He provided medicine for them
at public expense.
That is true all over this country, has been for anywhere from a half
century to a century. That is true in the cities and in the counties.
Do you object to that?
Dr. JONES. By no me-ans.
Senator BARKLEY. Well, now, not only on that level, but every
State in this Union has a State health department. We have one in
Kentucky, you have a very good one in Louisiana. Is the duty of
that health department and those who are appointed to administer it to
help create conditions that will promote the health of their people?
They all do a good job, I think. You approve of that, of course.
Dr. JONES. I would like to qualify the approval.
Senator BARKLEY. Go ahead, please.
Dr. JONES. Through generations, physicians have contrived to take
care of the indigent in one way or another, frequently with the assistance of governmental authority.
There is a great deal of difference between charity administered by
the State and the physician for the benefit of the idigent sick-between that and the state of affairs where the individual is going to be
treated by a State physician as a part of his right and legal privilege.
One is a practicing of medicine the best it can be done. The other is
State medicine, which is a signal for deterioration.
Senator BARKLEY. I think we are a long way from that. The fact
that the cities and the counties and States provide that those who are
in need of medical care shall have it, by no means presupposes that
we are ever going to arrive at a time that all people, regardless of
their financial situation, feel they have a right to call on the county
or city or State physician. I don't think anything Congress has done
heretofore looks to that.
Getting to a higher level, we passed what is known as the HillBurton Act to aid the counties and States in building hospitals. Do,
you approve of that?
Dr. JONES. That was helpful.
Senator BARKLEY. Doctors approve of that.
Dr. JoNEs. Yes.
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And the American Medical Association approved

it.
Dr. JONES. They do not approve of the Federal Government maintaining the hospitals.
Senator BARKLEY. What is the difference between the Federal Government building the hospital and the Federal Government building
it and maintaining it?
Dr. JONES. On the one hand, the Government is helping build a hospital, if it is practical. If it builds it and turns it over to the physicians, they run it.
Senator BARKLEY. Other than those run by the Public Health Service, are there any hospitals to which the Government has contributed
under the Hill-Burton Act where the Government maintains or helps
to maintain the hospitals by paying the nurses, janitors, and all those
who have to work in the hospitals?
Dr. JoNES. That was kept out of the bill by various representations.
Senator BARKLEY. What I am driving at is, where you have these
local efforts in behalf of health, you have these locally employed physicians in these public institutions in cities and in counties in the
State, which I think most people will agree is a proper activity of
government. I don't think the medical profession has objected to that.
Why does it become so vicious and so paternalistic if the Federal
Government tries to do the same thing on a nationwide scale that
every county and city and State is doing locally?
Dr. JONES. Because then they will be lifting themselves out of the
re.,lm of charity medicine into the realm of giving charity care to an
individual as a legal right. That is the essence of state medicine.
It will lead toward the welfare state and do away with private enterprise.
Senator BARKLEY. Have you as a physician or as a citizen undertaken to analyze what the forefathers of our country had in mind
when they wrote into the preamble of the Constitution the objectives
of the Constitution, to provide for the common defense, and promote
the general welfare-what they had in mind when they said, "general
welfare"?
Dr. JONES. I think they looked in those days on the citizen as one
who would support the state, not that the state would support the
citizen.
t
Senator BARKLEY. Why did they put in there, "to promote the general welfare"?
Dr. JONES. By maintenance of order and the legal regime of social
organization. They did not prefer, I don't thinkSenator BARKLEY. In other words, a sort of mental welfare and not
physical.
Dr. JONES. It was to perpetuate what was spoken of in those days
as the King's peace.
Senator BARKLEY. That term is one that I recall from my student
days, but I don't think it quite explains what they had in mind when
they wrote in the welfare clause of our Constitution. I know honest
men differ about that means, and what they would have done under it.
I happen to be one of those Senators Who doesn't gag at the term
welfare."
That is all, Mr. Chairman.
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Senator MARTIN. I would like to make this comment. I think the
witness has brought to us some very valuable information. Part of
it may be his own opinion, but it does seem from his attitude that he
has given a great amount of study to this proposition. I would like
to-it will take just a moment.
I have been making a survey for my own use, and I have come to this
conclusion after talking with men that are much better informed than
I am, that we now take from all taxes, local, State, and Federal, 27
cents out of every dollar that a man or woman earns. If we continue at
the same rate for the next 25 years, we will take 50 percent, and when
that occurs I believe that the witness will agree with me that it would
be pretty hard to keep us from becoming a socialized state.
Dr. JONES. There is an Australian economist who says that when
you pass 29 percent you invite either a paralyzing panic or runaway inflation.
Senator BARKLEY. You will excuse me, Mr. Chairman. I have to
go to the floor.
I would like to say that I agree with you and all of those who have
testified that there is a danger that this thing might break. down of its
own weight some day. I think that is a matter that has to be very
carefully considered. But I am not willing to concede that after all
the years of experience and growth and investigation and p practice in
the medical profession that they cannot with some reasonable degree
of certainty arrive at a medically determinable point, where a man is
totally and permanently disabled. And I am not willing to concede
that there are so many malingerers in the medical profession that they
would certify a man as permanently disabled in order not to lose a
patient.
Dr. JONES. The definition as it is written contradicts itself. It says
"medically determinable physical" and then uses the words "mental
disorder."
There is no physical determination for mental disorder. Immediately that puts the definition in the realm of physical, mental, emotional, and such types of disability, feigned or otherwise.
Senator BARKLEY. Could you correct that deficiency by suggesting
a better definition?
Dr. JoNES. As I stated in my written phase, this disability is so difficult to define and so fleeting in its type of performance that I would
hesitate to give any definition at this time.

The CHAIRMAN. Are there any further questions?

Doctor, we thank you very much for your contribution.
The next witness is Dr. H. Phillip Hampton, of the Florida Medical
Association.
Dr. Hampton, Senator Smathers wants me to welcome you. He is
absent today.
STATEMENT OF H. PHILLIP HAMPTON, M. D., FLORIDA MEDICAL
ASSOCIATION, TAMPA, FLA.
Dr. HAMPTON. Mr. Chairman and. members of the committee: My
name is Dr. H. Phillip Hampton. I am engaged in the private practice
of medicine in Tampa, Fla. I am here today representing the Florida
Medical Association. The brief statements I wish to make concerning
certain amendments to the Social Security Act in H. R. 7225 are not
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to represent any large group or special interests but to relate my
personal experiences as a physician in military and civilian life determining permanent and total disability.
There are some figures to support my contention, but of necessity
my opinions are mainly generalizations derived from many individual
experiences. The state of permanent and total disability, although
ominous and final in its connotation, defies definition and, regardless
of the medically determined infirmity, the degree of real disability is
a matter of will and motivation which is difficult to represent statistically.
I have had personal experience in the determination of permanent
and total disability under governmental regulation. As an examining
officer for an Army retiring board during part of World War II, I
examined and testified concerning the disability of several hundred
Army officers and compiled the results of this experience for publication in 1943. In this series of cases the most frequent cause of disability was psychoneurosis. About 50 percent of the disabilities were
psychiatric in origin. Many officers retired for physical disability
were capable and willing to continue military service but their retirement was required by regulation. The regulations concerning disability retirements were changed repeatedly and apparently according
to the exigencies of the situation. The list and frequency of the retiring diagnoses of 447 officers is appended.
As a medical officer on a military board to award certificates of
disability discharge to hundreds of enlisted men in the Army, my
impression of the disability diagnoses were similar to those enumerated for the retired officers.
As a result of these experiences, it is my opinion that no one is more
disabled for service than he who does not wish to serve, and serious
physical handicap need not disable a person determined to serve. It
is impossible by regulation to adequately define disability and to prevent flagrant abuse of disability benefits.'
It was obvious that the possibility of benefit from a minor infirmity
encouraged disability in order to seek gain. The disappointing spectacle of thousands of men after brief military service in this country
receiving disability discharges from military service in time of war
and national peril reached the proportion of a national scandal.
Conversely, to observe the conduct of men who had been recently
wounded in battle and when collected together by the hundreds under
tents barely made a sound, were most grateful for any attention, and
concerned for the wounded man next them, was an experience which
inspired pride and confidence in the courage of the people of our
Nation.
Senator MARTIN. Would it interfere if I asked a question right here?
Dr. HAMPTON. No, sir.
Senator MARTIN. I am very much impressed with this statement.
Did you ever have any experience as a medical officer with a unit, a
combat unit?
Dr. HAMPTON. No, sir; my experience was with general hospitals.
We had a general hospital just in back of the combat units.
Senator MARTIN. What you are stating there relative to wounded
men is a magnificent compliment, and it is so true, how our boys will
suffer without complaint.
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I would just like to add this, and I think it is along the lines we
have been discussing this morning-the number of men, when an order
is issued to go into the line, the number of men that become disabled,
and how difficult it is for the medical officer to determine whether it
is real or whether it is a fake. You don't want to send a man into
action that is not in good physical condition, but it is so hard to determine, and that has been discussed this morning.
It is not only-well, I don't know of any better word than the
"faker." We have a lot of fakers in politics, we have fakers in business and in professions, and everywhere else. They are not dishonest,
they are just fakers.
Dr. HAMPTON. It is a military principle that the number of
men who become disabled at the time of combat is directly a function of their command. If their command is good, there are fewer
men who become disabled. If the command is good, the motivation
and the will is there. This experience with hundreds of men is when
they were flown back-and this is one of the marvels of our wars
today-when they were flown back from the large line hospitals to
the military hospitals we had thousands of men come in every, day
and we could observe their actions. It was one of the most inspiring
experiences of my life.
Senator MARTIN. And it is amazing the number of severely wounded
men that will leave the hospital without consent and go back to the
line. It is amazing.
And, on the other hand, we have the group that becomes suddenly
ill.
Keep this off the record, please.
(Discussion off the record.)
Dr. HAMPTON. I submit that, although there was some selection,
these two groups of men were from the same country, same environment, and same families but under different influences of motivation,
spirit and will.
As a physician in private practice since the war, I have examined
many people to determine the nature and extent of their disability,
including workmen's compensation claimants and recipients of public
welfare being considered for rehabilitation under the recently inaugurated rehabilitation program of the Department of Health, Education and Welfare.
I have been impressed with the similarity of disabilities in these
circumstances in comparison with those in military experience. Financial compensation for being disabled makes rehabilitation an
almost impossible task and causes many to seek such compensation
who simply do not have the desire to work.
It is a fundamental fact of human behavior that reward for illness aggravates and perpetuates disability and dependency.
There is no more pitiful, useless, and unhappy person than one
who has given up his work and opportunities in life in order to
justify drawing a small disability pension. He becomes preoccupied
with his complaints, dissatisfied with his lot, feels the world owes him
a living, and is a complete liability dependent on his pensioner.
To provide cash payments for disability under the social-security
laws would create a national welfare program impossible to regulate,
incalculable in cost which would markedly increase in times of unem-
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reployment, and insidiously destructive of our most vital national
source-manpower initiative.
Aid to the disabled has an emotional appeal to all of us and physicians have dedicated their lives and services to this cause. Cash
disability payments would not accomplish the desired benevolent end
but, on the contrary, would foster deceit, deter rehabilitation, and
confound administration of practical constructive aid to the disabled.
In addition, cash disability payments would tend to addict the
recipient to dependence on the State and thus destroy his freedom.
The cost necessary to support such a pension program may become
so oppressive as to destroy the initiative and freedom of those yet
able to work, and deplete the established trust fund for social- security
benefits.
We must find some other way to aid the disabled so that they may
be encouraged and enable to participate in worthwhile endeavors in
order to have an interest in a useful life and be the assets to our Nation of which many are capable.
If democracy is to survive, we must intelligently use our resources
to r0lieve mass misery but yet -preserve the initiative and ihtegkity
of its free individuals.
The amendments to the social-security laws proposed in H. R. 7225
should have a careful analysis of their survival value for our democratic nation in a world where strong forces are seeking to destroy us.
TABLE I.-Retiring diagnoses

(umber

if Cases
Neuropsychiatric disabilities:
173
Psychoneurosis•
9
P o s t t r a u m a t i c h e a d s y n d r o m e - - - - - .- .- -. -. -. - .-... . . . . . . . . . . . . .
10
Psychosis, unclassified------12
Dementia praecox
.Manic depressive psychosis
3
1
Paranoid condition ..................
I
Melancholia, involutional
9
Epilepsy, idiopathic
2
E p ilepsy , J ack son ia n . ......
3
Migraine ............................
2
Disseminated sclerosis ........................
1
Subarachnoid hemorrhage.
1
B rain tu m or ----------------------------------------------------I
Myelitis, traumatic .....................
Total --------------------------------------------------------Gastrointestinal disabilities:
Duodenal ulcer ------------------------------------------------Cholecystitis ----------------------------------------------------Enteritis, chronic, segmental ------------------------------------------Carcinoma of the stomach ------------------------------'Diaphragmatic hernia ---------------...------------------------Carcinoma of the rectum ------------------------------------Diverticulosis ---------------------------------------------------Carcinoma of the colon--------------------------------------..----------------------------------Diarrhea, chronic ---------Gastritis, chronic ----------------------------------------------Chronic ulcerative colitis -------------------------------------

Total --------------------------------------------------------

228
3T
2
1
1

1
1
1
1
1
I
1
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TABLE I.-Retiring dtagnoia-Continued

Allergic disabilities:
Bronchial asthma ----------------------------------------------Hay fever -----------------------------------------------------Urticari --------------------------------------------------------Angioneurotic edema --------------------------------------------

805
Number
of cases
26
8
1
1
36

Total --------------------------------------------------------Cardiovascular disabilities:
Coronary occlusion ---------------------------------------------Arterial hypertension -----------------------------------------Angina Pectoris --------------------------------------------Rheumatic heart disease ----------------------------------------------------Cerebral thrombosis
Thromboangiltis obliterans ------------------------------------Coarctation of the aorta -------------------------------------Raynaud's disease ---------------------------------------------------------------------------------------------Total
Bone and joint disabilities:
Arthritis:
-------------------------------------------Hypertrophic
--------------------------------Traumatic
--------------------------------------------Rheumatoid
Protruded intervertebral disk ----------------------------------------------------------------------------------Pes planus
Pes cavus ---------------------------------------------------------------------------------Metatarsalgia
Dislocation, recurrent ----------------------------------------Fracture with faulty union ------------------------------------

7
6
5
4
3

1
1
33
=

13
12
10
5
5
3

2
2
1

Total --------------------------------------------------------Eye, ear, nose, and throat disabilities:
Defective hearing -------------------------------------------Otitis media ------------------------------------------------Otitis externa ----------------------------------------------Otitis internal -----------------------------------------------Pansinusitis ---------------------------------------------------------------------------------Laryngitis, chronic
Meniere's disease -------------------------------------------Astigmatism ---------------------------------------------------Exophoria -----------------------------------------------------Chorioretinitis, chronic ---------------------------------------Cataract ------------------------------------------------------Conjunctivitis, chronic ---------------------------------------Foreign body, eye --------------------------------------------

53

Total -------------------------------------------------------Other disabilities:
Dermatitis, neuro -------------------------------------------Dermatitis, radio -------------------------------------------Diabetes mellitus -------------------------------------------Kidney, congenital deformity ----------------------------------Melanoma -----------------------------------------------------Banti's syndrome -------------------------------------------Obesity --------------------------------------------------------Myositis -------------------------------------------------------Pyelonephritis -------------------------------------------------Pancreatitis, chronic -----------------------------------------Syphilis, neuro ---------------------------------------------Skull fracture defect ------------------------------------------Amputation-------------------------------------------------

29

7
4
1
1
3
1
2
4
1
1
2
1

4
2
3
1
1
1
1
1
1
1
1
2

Total --------------------------------------------------------

20

Grand total --------------------------------------------------

447
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The CHAIRMAN. Thank you, Doctor, very much.
Senator MARTIN. It was a very good statement.
Senator LoNG. Doctor, you would recognize the difference, woludn't
you, between certifying a serviceman as partially disabled, as many
of them are, having 5, 10, or 20 percent disability certifications, and a
disability certification required under this act?
This would be a certification that a person would be unable to engage in any substantially gainful employment by reason of any
medically determinable physical or mental impairment.
Now, certainly, a tremendous percentage of these cases could never
have qualified under this type of language, could they? Most of
them are partially disabled, or totally disabled from any gainful
employment.
Dr. HAMPTON. Whether or not they were disabled from a wound
or a back injury or any cause whatever is a matter of will. They
could have a minor osteoarthritis. Everyone gets it at 40 or 50.
If they say they have a pain in the back-it is a matter of will. Then
they are disabled.
If they get so worried about their disability compensation that
they are worried or irritable and beat their wives or their families,
then they are ill, because they are worried about their compensation.
The courts have upheld compensation neurosis as a compensation dis-ability. If a man is permanently and totally disabled, it is the will
of the man. There is no test that I know of to show this graphically.
Senator LONG. We have a very liberal welfare program in Louisiana. The previous witness disapproved of it, but the people voted
for it.
It seems to me we might well have our public welfare directors from
there testify what their experience has been under our disability program. I believe our program is about 10 percent of our old-age assistance program, and so far as I can see, we haven't had any difficulty
determining our disability.
There they have a 6-month waiting period.
Dr. HAMPTON. The Governor of Florida has appointed a committee
to study the problem of indigency and disease. He named me chairman of it. They made an intensive study and published two volumes.
on it, and have set up a plan of hospitalization of the indigents, and
we borrowed a strategem of the Federal Government in trying to
encourage the county governments that theirs is the responsibility to
take care of the people who gained the aid and sympathy of society
because of disability and indigency.
The county government was the one responsible, we felt. We found
that the counties ignored that responsibility, and many of those who
needed assistance did not get the proper care. It fell upon the State,
and eventually the Federal Government came in and assumed much of
the responsibility.
We set up an office to encourage the counties to assume their moral
and financial responsibility to these people and to set up programs
within the counties. We hope this program will become more and
more county and the State will get out of it altogether. It can be
administered more economically and better care can be given more
economically at the local level.
Senator LONG. Have you made any study of what the experience
has been in Louisiana?
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Dr. HAMPTON. No, sir; I have not.
The CHAIRMAN. Thank you, Doctor.
The next witness is Dr. C. M. Barnes, Kansas Medical Society.
Senator CARLSON. I just wish to state that Dr. Barnes appears here
as physician and surgeon and president of the Kansas State Medical
Society, which is' one of the finest medical societies in the Nation.
It has helped the State in rehabilitations and rural health programs.
I am personally pleased that Dr. Barnes is here.
Senator MARTIN. Off the record.
(Discussion off the record.)
STATEMENT OF CONRAD M. BARNES, M. D., THE KANSAS MEDICAL
SOCIETY
Dr. BARNES. I am very happy to be here today and appreciate this
opportunity of appearing before you as president of our State medical society. I represent a medical society that is older than the State
of Kansas.
The Kansas Medical Society was organized to drive quackery out
of the healing profession and to raise the standards of medical care
in Kansas. At least partly because of this nearly 100 years of standard raising struggle, it has just been reported by the Metropolitan
Life Insurance Co. that people live 1.7 years longer in Kansas than
in most other parts of the United States.
The doctors of Kansas oppose H. R. 7225 because it would lower
the standard of medical care. In other words, if H. R. 7225 were
enacted, the health of the people would suffer. There are many ways
that such a law would negatively influence medical and health care.
I am a family doctor from a rural Kansas town of 2,100 people.
Among my activities as a general family doctor, I am a preceptor for
the University of Kansas Medical School. In this capacity I help
teach and train our young student doctors. Each senior student is
required to spend 6 weeks at living and learning a medical way of
life with a country doctor in Kansas before he can receive his doctor
of medicine degree.
As such a member of the faculty of the medical school, I am familiar
with medical-school conditions and students' attitudes.
H. R. 7225 would further discourage young men and women about
studying medicine. Socialistic inroads already established and the
recurrent threat to turn toward socialistic medicine help to influence
many of our most promising youth not to study medicine. This difficulty is not present in Kansas, alone, but is present in other States
as well.
The past 2 years, despite the fact that we are trying to produce more
doctors, we have had trouble filling our medical classes with qualified
students. Surely a law that makes doctors justly unhappy will also
prevent many students from becoming doctors.
In the face of a rapidly increasing population, this is an alarming
situation. H. R. 7225, increasing socialization so significantly, would
further impede the production of qualified physicians.
Most doctors are free thinkers and are patriots who, having studied
American history, and who, having been interested in preserving our
American heritage for our children's children, will do everything
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possible to prevent additional social security extension from lessening
0
the quality of medical care. H. R. 7225 would also place an added
drain on our financial economy and security, particularly for our
It
children.
4
Since the goal of the doctor is to get the patient well and to reh
habilitate him, the provision of cash payments to the disabled is paradoxical. Cash payments will tend to restrict the vitally important
"will" or "desire" to be rehabilitated.
o
tn
Cash payments will contribute to malingering. The provision of
O
,ash payments for disability would be a great step to GovernmentP
controlled medical care or socialized medicine. We physicians feel
it would lead to financial irresponsibility and national bankruptcy
and impoverish medical care and rehabilitation.
W
In summary, I want to say that the doctors of Kansas have specific
reasons for opposing the system of disability payments as set forth in
O
te
H. R. 7225.
First, it would rob thousands of handicapped patients of the will
Jo
to readjust and to recover, as the lure of steady monthly checks would
be more attractive than the prospect of rehabilitation.
Second, this would be an important step in the direction of a Federal
st
program of compulsory medical care.
Third, this and other unfavorable aspects of medical practice would
d
discourage more and more prospective students from entering medical
P
schools.
Fourth, there is the grave threat that the financial burdens of this
plan would endanger the secial-security structure itself.
We doctors cannot see a present crisis of any kind that makes such
a law as H. R. 7225 necessary.
Thank you, most sincerely, for allowing me to present the views
of Kansas doctors today. If I may answer questions, I'll be most
happy to do so in further explaining my objections.
senator CARLSON. Dr. Barnes stated that he is instructor at the
University of Kansas Medical School. I am sure the doctor would
agree with me that in the last decade or so, the State of Kansas,
through our legislature, has expanded the medical training program
in the State, and we are getting along very well.
Dr. BARNES. I am very happy to agree with you on that, and to
amplify it to this extent. At the present time, we are proud to have
the largest total medical-institution enrollment in the world.
Senator MARTIN. What was that, sir?
Senator CARLSON. I would like to have that repeated, myself.
Dr. BARNES. At the present time, we have the largest university
medical school for the training of medical people in the world.
Senator MARTIN. How many students do you have?
Dr. BARNES. We have a class of 125 medical students, but in the
allied medical technical arts, with our residency program and our
technical people, more than 800 people are enrolled at the University
of Kansas Medical School at this time.
Senator CARLSON. I am very pleased to have him point that out.
The State of Kansas has been working on this for many years. The
present chancellor of the university, Dr. Franklin Murphy, has
worked very hard at that, as have all the folks associated with it.
I am pleased to get the report, because we are proud of the progress
we are making in that field.
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Dr. BARNES. I want to mention this fact, too. I think no one has
mentioned this particular angle previously about this bill.
We feel that medical care would suffer qualitatively and quantitatively, as well, from many standpoints, but particularly from the
standpoint of future doctors of this country. I think perhaps no one
has called that to your attention before.
Senator MARTIN. That statement disturbed me a lot, because -in my
own State of Pennsylvania we are having a great deal of trouble getting the doctors that we need out in the smaller communities. Doctors
are able at the present time to receive compensation equal with other
professions; aren't they?
Dr. BARNES. Yes. It is not a matter of finance, apparently.
Senator MARTIN. It disturbed me a lot because this thing of havingwhen I was a young man living out on a farm in Pennsylvania each one
of our little villages had a physician. Now we don't have it, and they
tell me-I thought it wasbecause of the increase in population, but
you are bringing up something there that is entirely different.
Senator CARLSON. Right on that point; this is going to be a little
egotism on my part. But as Governor of the State of Kansas we
started the rural health program. I wish Dr. Barnes would state
very briefly what has been accomplished under that in getting the
doctors out in the smaller rural communities. It is something we are
proud of, and we have had national and international recognition of it.
Dr. BARNES. We are very proud of it, and as I mentioned previously,
one of the phases of it is the preceptorship program. Since the start
of it, we have accomplished the fact of convincing young medical
students that they should be family doctors or general practitioners
to the extent that-well, very slightly from year to year, but all the
way from 70 to 90 percent of our graduates are now going to smaller
communities to practice, rather than taking up specialties. This, we
hope, will cure any possible maladjustment of the location of doctors or
the type of practice they are engaged in.
Senator LONG. How do you persuade them to do that?
Dr. BARNES. We take them out in the country to live with us and
show them how wonderful it is.
Senator CARLSON. We have a program whereby local communities
construct their hospitalsDr. BARNES. I was going into that.
Senator CARLSON. Oh, I am sorry.
Dr. BARNES. The local communities have been educated and advised
by our rural health program to make conditions as good as they can
for these doctors. They have gone to a great deal of trouble to do this.
They have built offices and have agreed to do most everything to get
the young doctor started in their community. He can go out to one
of these towns needing a doctor, and practically name his own contract. He can say what he wants to do, and get them to agree to it.
As a result of this, we have no small community in our State where
no doctor is available, despite the sparseness of the situation. We are
proud of the fact that no community in our State is farther away than
30 minutes from the services of a doctor.
Senator LONG. You say he can name his own contract. What does
the word "contract" mean here?
73192-56--pt. 2-
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Dr. BARNES. He does not have to be a rich man or have private
financing to start out. The community will let him name his own
terms as to when he can pay them back.
Senator LONG. You mean the private citizens get together and lend
him money or does the city?
Dr. BARNES. Yes, the city council or in some towns I have known
was so great
even private individuals, knowing the worth of a doctor
to the community, that they individually footed the bill to get the
doctor started.
Senator LONG. You say in some instances, and I gather that is the
average case, the local communities through their governing body
either loan the man some money orDr. BARNES. Yes, they do that, or they will build his office for him.
He can name his own terms when he can pay it back.
Senator LONG. We certainly need doctors in the rural communities
in Louisiana.
It looks like we are going to have a witness here from every State
in the Union representing the State medical society against this bill,
the way things are going.
How did all this get started? Did the American Medical Association pass a resolution at their national convention and decide they
were going to oppose this bill, or did the State societies pass resolutions individually and bring it up? How was all this arrived at, this
decision that every State was going to send someone here to testify
against this bill?
Dr. BARNES. I think this is something very close to the hearts of all
doctors. I am real sure that as soon as some of us here who are
responsible for the welfare of other doctors in our constituent States
learned of this bill and heard the provisions, we wanted to do something about it. If there seems to be some type of organized effort
about this, it is perhaps well that it were, because it would be less
trouble to this committee if it were handled in such a nice orderly
manner.
I do know this is something we doctors are taking very seriously.
We feel it is a very important thing to the future of medicine, and we
feel we are the only people qualified to tell you gentlemen about this,
and that we alone know the possible dangers about this type of interference with the normal patient-doctor relationship.
Senator LONG. I assume that your testimony is supported by resolutions in the Kansas Medical Society. It might be helpful to me to
know if the Kansas Medical Society passed its resolution after the
American Medical Association passed its resolution or before that.
Dr. BARNES. Our house of delegates has not met since this came to
our attention. We are to meet on Sunday, February 26. I am empowered by our medical society, constituting the principal officers, to
say what I said today.
Senator LONG. Can you tell me whether or not somebody connected
with the American Medical Association advised your Kansas society
that it would be a good idea for your Kansas society to have
someone
testify opposing this bill?
Dr. BARNES. We would like to have this opportunity. When it was
announced, we have, of course, been in touch with our American Medical Association. But you will notice that there is some difference in
the opinion of our constituent State societies and the American Medical
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Association. I think you will find by and large the State societies
feel much more strongly, and express themselves much more vehemently about this, than the American Medical Association does.
Senator LoNG. I hope you understand, )octor, we are not singling
you out. Everybody is investigating everybody. We are even going
to investigate other Senators pretty soon. I am just trying to find
out if the American Medical Association went on record before the
State societies or vice versa.
Dr. BARNES. No, it is a sort of spontaneous thing.
Senator CARLSON. I don't think, Senator Long, you wanted to leave
the impression that they have no right to petition you.
Senator LONG. Well, no, but I thought the gas people had a right
to petition, but I didn't know they would leave $2,500 in an envelope
some place. [Laughter.]
The CHAIRM.IA-. The next witness is Dr. Denton Kerr of the Harris
County Medical Association.
STATEMENT OF DR. DENTON KERR, HARRIS COUNTY MEDICAL
SOCIETY, STATE OF TEXAS
Dr. KERR. Mr. Chairman and members of the committee, my name
is Denton Kerr. My home is Houston, Tex. I represent the Harris
County Medical Society which has over 1,200 members. I sincerely
appreciate the opportunity of appearing before you to discuss briefly
some of the phases of H. R. 7225. Since by specialty is gynecology
or diseases of women, I should like to deal chiefly with the aspects
of the bill that would so deeply affect the women of America and our
national economy.
The bill, if it becomes a law, would make women over 50 years of
age who are totally and permanently disabled the responsibility of
the Federal Government. It would also lower the age of retirement
from 65 to 62. The length of life is rapidly increasing, and if the
age limit is to be altered it seems reasonable that the age limits should
be raised rather than lowered. Sweden has increased the age of retirement from 65 to 67 and now England is recommending a 3-year
increase, because they are finding it so difficult to finance their present
program. I urge the committee to recommend to Congress that the
entire social-security system be thoroughly studied before extending
its benefits. If the retirement age is to be lowered, why not come
down to include the decade of 40 to 50, for this includes the climacteric or change of life. The child-bearing age is largely 20 to 40.
It could therefore be argued out of respect for the institution of
motherhood that this group should certainly be included. Who
knows but what that will soon be recommended by those who are
more concerned with the so-called security of the population than
they are with our national economy and individual freedom?
At age 65 an individual today has a life expectancy of 11.55 years,
while a person age 50 can expect to live 21.37 years. Since women
are outliving men by almost 5 years and with the increasing lifespan,
our Government would soon be liable for a large segment of our
female population over one-third of their lives. This increased expense can be met only by increasing the taxes, which are extremely
burdensome already, or by reducing the amount of aid to the people
over 65 years of age.
7 3192-56-pt.
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Many thousand women now employed are working not of necessity
but for a limited time to help furnish the home, buy a new car, or
replenish their wardrobe. They intend to stop working as soon as
they accomplish their aim. Many who become ill or injured during I
W
this time will find it more difficult to resist applying for a tax-free
NI
check for the rest of their lives than to return to work. The decade
the
women's
many
of
years
trying
most
the
comprises
50
and
40
between
g;
lives. This is not due so much to their weakened physical condition
T
as it is to their mental or psychological outlook. Certainly many of
Tsr
them could resolve during these trying years to allow a benevolent
government to take over for them as soon as they reach their 50th M4
;22
birthday.
req
Total disability is most difficult to determine. The will to work
plays a very important part in a person's ability to work. The pro- ho
Ii
posed legislation would encourage the individual to be dependent
upon the Government for security. It will cause some people to lose
A
their desire for financial independence. The more conscientious
rens
citizen will find the tax burden heavier and heavier and finally he will
Mt
find it so difficult to carry the load that he too will consider stopping
eig
work.
o
1. In summary, let me urge first that the present social-security
system be critically and thoroughly studied before any changes are o n
made at all. It may be found that our present commitments and
obligations cannot be met in the future without disrupting the econPlo
omy of our country.
f
2. If the age limit is to be changed, let us revise it upward to keep
pace with the increasing lifespan as other nations are finding it necessary to do.
6e
3. H. R. 7225, with its poorly defined disability clause, would most
wh
surely lead to malingering and neurotic tendencies. It would in many
bo
cases discourage the will to work and destroy the desire for selfplen
support.
Re
4. It would increase taxes in an amount that actuaries are not able
the
to estimate with any degree of accuracy.
the
5. Lowering the retirement age and establishing a disability system
he
could weaken private initiative to plan for the eventuality of loss of
u
income. The characteristic of Americans to plan ahead has brought
about in this country a successful voluntary insurance industry, which
.an1
industry this law would tend to destroy.
isa
debts,
public
higher
toward
road
the
down
further
step
a
is
It
6.
Tis
deficit spending, and Fabian socialism.
P
I wish to thank you again for allowing me to appear before you
and present these facts.
the
The CHAIRMAN. Thank you, Doctor. Glad to have you, sir.
Next witness is Dr. G. H. Drumheller, from the Eveett Clinic.

STATEMENT OF DR. GEORGE H. DRUMHELLER, THE EVERETT
CLINIC, EVERETT, WASH.
The

Dr.

CHAIRMAN.

Be seated, sir. Glad to have you.
Mr. Chairman and members of the committee,

lam
she
di

DRUIHELLER.

ad
my name is George H. Drumheller. I am a licensed physician actively
practicing ophthalmology and otolaryngology in a group practice I
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with eight other physicians in Everett, Wash. I graduated from the
University of Pittsburgh School of Medicine in 1938 and have actively
been engaged in the care of the well and the sick since that time. I
served 3 years in the United States Navy as a medical officer during
World War I. I have been a diplomate of the American Board of
Otolaryngology since 1950. I am currently serving as president to
the Snohomish County Medical Society, whose membership number
87.
There are four county medical societies in the Second Congressional
District of the State of Washington. The physician members of these
medical societies are virtually unanimous in their opposition to H. R.
7225. The presidents of each of these county medical societies have
requested me to convey their sentiments to you. Several resolutions
to this effect are appended to this statement.
I have traveled approximately 3,000 miles, not at Government expense, to tell this committee why I am opposed to H. R. 7225.
As a physician, I am opposed to this bill because I know from experience that an impartial board of physicians cannot be set up in any
country which will be able to screen all of the malingerers without
being unfair to some of the disabled. Cinversely ,J know that if the
rigid requirements of certification of the disabled are relaxed, it will
open the door for innumerable fraudulent claims.
As a physician, I know that I cannot serve two masters, that is,
a patient and the Government. If I accept the patient as my employer, I must then not only evaluate the subjective and objective
findings, but I must also consider the family and relatives of the
patient. It is common knowledge among physicians that when a
doctor turns down a patient's request to sign a disability statement,
the patient may go from one physician to another until he finds one
who will sign the certificate. We know further that there can be
honest disagreement of opinion between two physicians, so it leaves
plenty of room for a physician to become liberal in his judgment.
Being too liberal in a program as proposed would be a disservice to
the Government, and would increase the cost unnecessarily. Further,
the patient then transfers his family, friends, relatives, and anyone
he can influence from the practice of the honest physician to the
practice of the liberal physician.
This legislation would encourage liberal interpretation by physicians. It would then be no time at all before the numbers of the
disabled in this country would swell beyond your wildest estimation.
This is not in the best interest of the citizens of the United States.
Physicians working for the Government, would not be able to have
the best interests of the patient uppermost in mind. Government
physicians follow the dictates of the administration, and you, gentlemen, certainly are more familiar with the clamor of constituents than
I am. While serving in the United States Navy, I knew of a situation
where a medical officer was ordered by his commanding officer to survey
a line officer who, in his opinion, in the opinion of the medical officer,
did not meet the requirements for survey, but he was serving a
Government master, and was required to do so against his better
jildgment. There is an abundance of evidence to show that when
the Government is the master of the physician, there will be wasteful,
immoral results in the matter of disability pensions.
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All of the physicians of my congressional district with whom I have
discussed this subject readily agree that H. R. 7225 will be a disadvantage to the Government and to the patient. We collectively
have experience in handling disability cases for compensation purposes which is second to no other group of individuals of similar
number. What we find so crystal clear in our minds is apparently
ns
not so clear to the House of Representatives when we examine its
vote on H. R. 7225. I have heard not one word from any physician
in favor of this legislation. We have physicians in both political
parties in the Snohomish County Medical Society, and we unanimously are opposed to H. R. 7225.
I have not gone into the many-sided technical discussions of actuarial statistics, medical difficulties of women, lack of comprehension of
the final tax burden, or other hazards of the bill, as I feel that this
beclouds the point that I am making. That point is that the people
I know, who are the most experienced in the certification of the disabled, can clearly and unanimously state without reservation that
H. R. 7225 is poor legislation and will be bad for the people of the
United States of America.
T
I wish to thank the chairman and members of this committee for
D
the opportunity to testify, and if any of you have any questions regarding my statement, I would be glad to give you an answer.
(The following was submitted for the record by Dr. Drumheller:)
P
of;I
WHATCOM COUNTY MEDICAL SOCIETY,
St
Bellingham, Wash., February17, 1956.
aim
G. H. DRUMHELLER, M. D.,
600-625 CentralBuilding,
Everett, Wash.
DEAR DR. DRUMHELLER: At the February meeting of the Whatcom County
Medical Society, held February 6, 1956, the following resolution was presented :
That the Whatcom County Medical Society go on record as being opposed to
H. R. 7225 and that comprehensive studies of the entire social security program
be undertaken before further legislation is considered.
This resolution was passed unanimously.
Very truly yours,

ca

pe

FREDERICK GRAHAM, M. D.
RESOLUTION

Whereas H. R. 7225 passed the House of Representatives by a vote of 372 to 31
in 1955, without hearings or normal debating procedures, indicating the Members
of the House of Representatives were more concerned with voter appeal than
with legislative feasibility;
Whereas this bill provides for (1) compensation for all permanently and totally
disabled men and women over the age of 49 who are covered by Social Security;
(2) compensation for all women over the age of 61; (3) compensation for some
dependents over the age of 18;
Whereas this bill will place the burden of eligibility for persons totally and
permanently disabled upon the physician;
Whereas the present social security forms have printed on them the following
statement: "The applicant is responsible for securing the information requested
without expense to the Government" which in effect means that the Government
is being liberal with the physicians' services on a charitable basis as the result of
the disability amendment of 1954:
Whereas this is another step toward socialized medicine through the back
door: Be it
Resolied, That we physicians of the Snohomish County Medical Society of the
State of Washington are unalterably opposed to the passage of H. R. 7225.
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[Telegram]
SEATTLE, WASH.,

February 22, 1956.

GEORGE H. DRUMHELLER, Sr., M. D.

Mayflower Hotel, Washington, D. C.:
The Puget Sord Academy of Ophthalmology and Otolaryngology representing
104 eye, ear, nose, and throat specialists meeting in regular session tonight voted
unanimous opposition to bill H. R. 7225.
WILLARD F. GOFF, M. D., Secretary.

The CHAImAN. Any questions?
Senator MARTIN. No.
The CHAIRMAN. Thank you, Doctor, very much, sir.
The next witness is Dr. Gerald D. Dorman, Medical Society of the
County of New York.
STATEMENT OF DR. GERALD D. DORMAN, PRESIDENT OF THE
MEDICAL SOCIETY OF THE COUNTY OF NEW YORK
Dr. DORMAN. I would like to read portions of my statement, but
submit the entire statement for the record.

The

CHAIRM-AN.

That will be done, sir.

Dr. DORMAN. Mr. Chairman and members of the committee, my
name is Dr. Gerald Dale Dorman. I am appearing in my capacity as
president of the medical society of the county of New York, comprised
of 7,000 physicians, and as one of the 12 councillors of the New York
State Medical Society, with a membership of 23,000 doctors. I am
also an industrial physician.
As an alternate consultant to the United States Railroad Retirement Board in the New York district and as a member of the advisory
committee on compensation to the chairman of the Workmen's Compensation Board of New York State and also of the advisory committee on disability to the same chairman, I have become somewhat
familiar with the practical problems of administering programs of
disability benefits.
I am appearing in opposition to the disability provisions of H. R.
7225 as drawn at present, which would grant payments to totally
disabled beneficiaries with qualifying quarters of coverage after 6
months disability, at age 50, provide they are submitted to rehabilitation. The provisions of this bill are loosely drawn in several important respects. As a result, the administrators of the proposed benefits
would be faced with an extremely difficult problem of controlling
malingering. Unless this problem can be solved, I am afraid that the
proposed system would divert a considerable amount of money into
the pockets of people not intended to benefit by this legislation. This
would not only be wasteful of public funds, but it would also represent a serious waste of manpower because of the tendency to keep
people out of the labor market who would otherwise be working.
The labor force contains millions of people whose health is so
impaired or who are so handicapped in one way or another that continued employment requires an unusual exercise of willpower on their
part. In many such cases the only practical proof of physical and
mental ability to work lies in the fact that they actually succeed in
finding employment when financial pressure gives them the incentive.
Any prolonged weakening of the personal incentive would weaken this
important practical test of ability of work. Amendment of the pro-
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posed law so as to clarify the definitions and put in safeguards might
make the malingering problem somewhat less serious. But I am sure
it would always be a substantial problem.
I do not want these remarks to be interpreted as an attack on the
character of the average citizen. When I speak of malingering in
this connection I am not talking about chiseling in the ordinary sense.,
The people who could successfully withdraw from the labor force
under the proposed system would be truly handicapped or truly in
poor health. They, would honestly consider themselves disabled. And
in nearly every such case an examining physician could certify to
their disability. The physician would, however, often be in doubt as
to the practical degree of disability. Unfortunately, the degree of
disability which makes a person's employment practically impossible
must remain largely a subjective matter.
The proposed law, page 13, line 22, to page 14, line 14, section 225,
is lax in determination of continuing disability. The presumption is
that it persists unless-and I quote-the Secretary on the basis of information obtained by or submitted to him,

believes that an individual * * * may have ceased to be under a disability.

Definite checkups on conditions should be required every 6 or 12
months to warrant continued payments to the disabled. Otherwise
reports of recovery may be de ayed, or change of status only be re'
ported by outsiders out of spite or for other cause. The rehabilitation
requirement in H. R. 7225 is also hard to define properly.
Again I quote, this time from a talk by Miss Angela Paresi, chairman of the Workmen's Compensation Board of the State of New
York:
The fundamental prerequisite to the success of rehabilitative procedures is
that the patient be in such frame of mind that he both wishes to undergo the
treatment and that he anticipates it will be a success. Thus, it becomes useless
and without purpose to mandate, by statute or otherwise, that an unwilling
claimant must nevertheless undergo rehabilitation.

Page 15, lines 4 to 16, of the proposed law refers to deductions in
payments when an individual refuses "without good cause" to accept
rehabilitation. This is a very loosely drawn statement and leaves
too much to administrative discretion. Is refusal of operation for
a disabling back condition, an adequate cause to reduce payments?
Is refusal of treatment because of religious prejudice "good cause"?
If a patient accepts rehabilitation but refuses to give up crippling
habits of drugs, smoking, or eating habits, is this cause for withholding benefits?
If Congress gives enough support to a carefully planned program
of rehabilitation, there would be much less need for cash benefits and
many fewer people would be withdrawn from productive life. In
any case it is important that the disabled person be referred first for rehabilitation before being considered as a possible candidate for income
benefits. Rehabilitation procedures can be most effective if begun
soon after the onset of disability. Not only is the physical result
better, but the patient's mental outlook is improved and his tendency,
to malinger reduced.
As a positive step before any disability payments as in H. R. 7226
,are decided upon, I would like to see an amendment of the 1954
"disability freeze" of benefits which would refer all applicants for the
freeze to their State rehabilitation offices for rehabilitation evaluation.
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Subsequent action would depend on the findings. While it is true
that rehabilitation should be started early, even now some of these
totally disabled may be salvageable under the new combined technics.
Even if they cannot become gainfully employed, others may be trained
to become self-sufficient and save their families the cost of institutional
care or of special nursing or caretaking. This would be a valuable
pilot study on the relationship of total disability to rehabilitation without committing OASI to prolonged cash benefits.
I would like to say parenthetically, that this follows a pattern set
by the world's greatest healer, Jesus Christ, and followed up by
Peter when he said to a child that had been crippled in the mother's
womb, "Silver and gold have I none, but such as I have I give unto
thee. In the name of Jesus of Nazareth, take up thy bed and walk."
Finally, may I offer a brief comment on reducing the retirement
age for women to 62. The medical profession is dedicated to the
care of the patient and through this care we have increased the life
span and the health of man and woman. Now the average actual
retirement age for men is 68 and for women 67.6. In industrial medicine the problem is being discussed whether retirement age should
not be upped above the 65-year standard. One company recently increased its voluntary retirement age from 65 to 68. This may start
a trend. The proposed H. R. 7225, page 5, line 22, would reverse this
trend and lower the retirement age of women, thereby increasing the
financial burden on those who are working. As testified by Chief
Actuary Myers of the OASI, the proposed change in retirement age
would increase the cost of social security by a greater percentage than
any of the other proposed changes. Is this a wise move and is it in
the right direction?
In closing I would urge a careful, overall study of social-security
aims and objectives and how to attain those ends, without precipitate
legislation which can defeat its purposes by entering wrong areas
and providing insufficient safeguards.
I thank you.
(The statement of Dr. Gerald Dale Dorman in its entirety is as
follows:)
STATEMENT OF THE MEDICAL SOCIETY OF THE COUNTY OF NEW YORK
RE SOCIAL SECURITY ACT AMENDMENTS OF 1955

By Gerald Dale Dorman, M. D.
Mr. Chairman and members of the committee, my name is Dr. Gerald Dale
Dorman. I am appearing in my capacity as president of the Medical Society
of the County of New York, comprised of 7,000 physicians, and as 1 of the 12
councilors of the New York State Medical Society, with a membership of 23,000
doctors. I am an industrial physician.
As an alternate consultant to the United States Railroad Retirement Board in
the New York district and as a member of the advisory committee on compensation to the chairman of the Workmen's Compensation Board of New York State
and also of the advisory committee on disability to the same chairman, I have
become somewhat familiar with the practical problems of administering programs
of disability benefits.
I am appearing in opposition to the disability provisions of H. R. 7225 as drawn
at present which would grant payments to totally disabled beneficiaries with
qualifying quarters of coverage after 6 months' disability at age 50, provided
they are submitted to rehabilitation. The provisions of this bill are loosely
drawn in several important respects. As a result, the administrators of the proposed benefits would be faced with an extremely difficult problem of controlling
malingering. Unless this problem can be solved, I am afraid that the proposed
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of money into the pockets of people
system would divert a considerable amount
would not only be wasteful of
not intended to benefit by this legislation. This
serious waste of manpower because
a
represent
also
would
it
but
funds,
public
market who would otherwise be
of the tendency to keep people out of the labor
working,
existing schemes for temporary disIt is important to remember that under
very great and the administrative
not
is
malinger
to
incentive
the
abiilty benefits
State temporary disability law,
problems are manageable. Under the New York
26 weeks in each of 2 years;
period,
maximum
definite
a
for
made
payments are
payments are limited to a
laws
retirement
railroad
States
United
and under
definite advantage in limitvery
a
has
This
year.
covered
each
in
certain period
for reevaluation in every
case
each
up
bringing
in
ing fraudulent claims and
by
6 months. The same can be said of sickness-benefit programs administered
insurance companies.
is
income
in which a long-term
The situation is very different under a scheme
health is so impaired
whose
people
of
millions
contains
force
labor
at stake. The
continued employment
or who are so handicapped in one way or another that
their part. In many such cases
requires an unusual exercise of willpower on
lies in the fact that
the only practical proof of physical and mental ability to workpressure gives them
they actually succeed in finding employment when financial
incentive would weaken
the incentive. Any prolonged weakening of the personal
of the proposed law
this important practical test of ability to work. Amendment
the malingering
so as to clarify the definitions and put in safeguards might make
be a substantial
problem somewhat less serious. But I am sure it would always
problem.
on the character
I do not want these remarks to be interpreted as an attack
this connection, I am
of the average citizen. When I speak of malingering in
could successnot talking about chiseling in the ordinary sense. The people who
be truly
fully withdraw from the labor force under the proposed system would
themselves
handicapped or truly in poor health. They would honestly considercould certify
disabled. And in nearly every such case an examining physician
the
to their disability. The physician would, however, often be in doubt as to
which
practical degree of disability. Unfortunately, the degree of disability
makes a person's employment practically impossible must remain largely a subjective matter.
Let me suggest a few illustrations. A chronic alcoholic may be totally disabled
and no amount of rehabilitation will reinstate him unless he gives a deep personal
cooperation. One severe arthritic may appear to be totally disabled, and the
next one, even more crippled, may stay at work through sheer willpower. A
mentally disturbed person may be jittery with neurosis, or utterly discouraged
with inadequate personality, or immobilized with severe psychosis, and it is
almost impossible to legislate at what stage he is disabled. A specific case of
an epileptic occurs to me, one whose own physician failed to determine whether
his attacks were or were not disabling after 3 years of study. The will to work
must be the basis of proper return to useful employment, and yet the mere
diagnosis of "total disability" may affect this adversely.
Then there are the pressures to which the attending physician may be put
to certify to disability. A borderline ease and his dependent family may look
to the physician to ease their lot by certifying disability, or friends may try to
sway the physician not to fraud but to tempering his judgment-"Give him a
break, Doc."
The proposed law, page 13. line 22, to page 14, line 14, section 225, is lax in
determination of continuing disability. The presumption is that it persists
unless-and I quote-"the Secretary on the basis of information obtained by or
submitted to him, believes that an individual * * * may have ceased to be under
a disability." Definite checkups on conditions should be required every 6 or 12
months to warrant continued payments to the disabled. Otherwise reports of
recovery may be delayed, or change of status only be reported by outsiders out
of spite or for other cause.
The rehabilitation requirement in H. R. 7225 is also hard to define properly.
I quote Dr. Howard A. Rusk: "Rehabilitation for the severely disabled has
become generally accepted by the medical profession, industry, labor, and the
public. One of the important principles in rehabilitation is that it should be
started early and should be a continuous process designed to meet the total needs
of the individual-physical, emotional, and vocational.
'As in all medical programs, the physician is the first line of defense in
rehabilitation. Many of the simpler technics can be done efficiently and ade-
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quately in the physician's own office. However, as in other branches of medicine,
if consultative services are used early and wisely, many injuries or disabilities
can be minimized so that long-term and often permanent disability is avoided.
This applies especially to back injuries, injuries of the hand, and fractures
requiring long mobilization. A rehabilitation program is a service program to
the physician. He does not and should not lose control of the case."
In what amounts and for how long shall treatment be undertaken and to
what degree must a beneficiary go along with it? Unless he gives it his full
cooperation and will power, many a patient will not improve. Often an indefinite
term income has been found an actual detriment to recovery from injuries and
it is not at all rare to find complete recovery occurring after settlement of an
injury claim in court or in compensation. Here, gentlemen, we deal with human
nature.
Again I quote, this time from a talk by Miss Angela Paresi, chairman of the
Workmen's Compensation Board of the State of New York: "The fundamental
prerequisite to the success of rehabilitative procedures is that the patient be
in such frame of mind that he both wishes to undergo the treatment and that
he anticipates it will be a success. Thus, it becomes useless and without purpose
to mandate, by statute or otherwise, that an unwilling claimant must nevertheless undergo rehabilitation."
Most rehabilitation procedures will show maximum recovery in 6 to 12 months
unless extensive surgery is involved, so that a limited period of retraining for
further useful employment will usually give greatest results. Indefinite periods
of long-drawn-out rehabilitation may degenerate into boondoggling, and limitations should be set up to avoid this, without shortening proper care.
Safeguards must be fashioned to prevent a mushrooming of rehabilitation
centers under inadequately trained personnel who will mulct the unfortunate
disabled worker of his income. Restorative treatments and training should be
for a limited period, and discontinued when no further progress can be made.
Page 15, lines 4 to 16, of the proposed law refers to deductions in payments
when an individual refuses "without good cause" to accept rehabilitation. This
is a very loosely drawn statement and leaves too much to administrative discretion. Is refusal of operation for a disabling back condition, an adequate cause
to reduce payments? Is refusal of treatment because of religious prejudice
"good cause"? If a patient accepts rehabilitation but refuses to give up crippling
habits of drugs, smoking, or eating habits, is this cause for withholding benefits?
If Congress gives enough support to a carefully planned program of rehabilitation, there would be much less need for cash benefits and many fewer people
would be withdrawn from productive life. In any case it is important that
the disabled person be referred first for rehabilitation before being considered
as a possible candidate for income benefits. Rehabilitation procedures can be
most effective if begun soon after the onset of disability. Not only is the physical
result better, but the patient's mental outlook is improved and his tendency to
malinger reduced.
As a positive step before any disability payments as in H. R. 7225 are decided
upon, I would like to see an amendment of the 1954 "disability freeze" of benefits
which would refer all applicants for the freeze to their State rehabilitation offices
for rehabilitation evaluation. Subsequent action would depend on the findings.
While it is true that rehabilitation should be started early, even now some of these
totally disabled may be salvageable under the new combined techniques. Even if
they cannot become gainfully employed, others may be trained to become selfsufficient and save their families the cost of institutional care or of special
nursing or caretaking. This would be a valuable pilot stuly on the relationship
of total disability to rehabilitation without committing OASI to prolonged cash
benefits.
Finally, may I offer a brief comment on reducing the retirement age for women
to 62. The medical profession is dedicated to the care of the patient and through
this care we have increased the life span and the health of man and woman.
Now the average actual retirement age for men is (8 and for women 67.6 years.
In industrial medicine the problem is being discussed whether retirement age
should not be upped above the 65-year standard. One company recently increased
its voluntary retirement age from 65 to 68. This may start a trend. The proposed H. R. 7225, page 5, line 22, would reverse this trend and lower the retirement age of women, thereby increasing the financial burden on those who are
working. As testified by Chief Actuary Myers of the OASI, the proposed change
in retirement age would increase the cost of social security by a greater percent-
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age than any of the other proposed changes. Is this a wise move and is it in the
right direction?
In closing I would urge a careful, overall study of social-security aims and
objectives and how to attain those ends, without precipitate legislation which
can defeat its purposes by entering wrong areas and providing insufficient I
safeguards.

The CHAIRMAN. Thank you very much, Doctor.
Senator Martin?
Senator MARTIN. No questions. Thank you very much.
The CHAIRMAN. Dr. Alan Emanuel of Physicians Forum is next.
Will you take a seat, sir?
Do you have a statement?

pi

6e

P0.

ii10

Pa
Mei

i
air4

mill

STATEMENT OF DR. ALAN EMANUEL, PHYSICIANS FORUM
Dr. EMANtUEL. Mr. Chairman and members of the committee, the
Physicians Forum is very grateful for this opportunity of presenting
the opinions of those physicians who favor this bill. It may have
seemed that there are none, but there are, and we would like to prove it
Dr. Holtzman, my colleague, is also a member of the Physicians
Forum and will present the arguments in favor of social-security
coverage for physicians at the end of my statement.
My name is Alan Emanuel. I am a practicing physician of the city
of New York. I speak for the Physicians Forum, a national organization of physicians in existence more than 17 years, all of whose
members are also members of their local medical societies or of the
National Medical Association.
Ever since its founding in 1939, the forum has concerned itself with
the extension and improvement of medical care and has encouraged
new methods and techniques to achieve this end.
We are here today to speak in favor of: (1) The addition of disability insurance benefits to the Federal social-security program and
(2) the inclusion of physicians under the Federal Social ecurity Act.
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DISABILITY INSURANCE

Twenty years of OASI have clearly established Federal social insurance as administratively sound, financially acceptable to the people,
and a major contribution to their health and welfare. The Physicians'
Forum believes that Federal social insurance should now be extended
to another major hazard of the gainfully employed, namely income loss
from prolonged and incapacitating disability.
Hardly anyone would challenge the need for such protection-least
of all, a physician. Part of his daily experience is the tragic cycle of
major disability leading to financial hardship and this in turn sapping
the physcal and psychological capacity for recovery. Still more unfortunate to see is the impact on the family as the prolonged income
loss of the wage earner jeopardizes the family's nutrition, medical care,
and psychological health.
The need for disability insurance is of major dimensions and is
nationwide. It is not being met by present insurance programs. It
can only be met by Federal social insurance.
As physicians, we would first like to comment on the major issues
in disability insurance which relate to medical practice and to public
health.
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A disability insurance program could contribute significantly to
public health knowledge and activities. It would make available for
the first time a wealth of data for epidemiological studies of chronic
diseases. These are basic to their understanding, control, and eventual
prevention. A disability insurance program would also supplement
existing case finding and control programs for communicable diseases,
particularly tuberculosis.
The procedure for becoming eligible for disability benefits will bring
many individuals under medical scrutiny for the first time. For some,
this will mean simply a chance to learn more about their relatively minor disabilities and how to live more healthfully. For some, it will
mean assistance in obtaining needed medical care--an explanation of
what kind of care is needed, where it is available, and how to obtain it.
For some it will mean complete medical and vocational rehibilitation.
And for those certified for benefits, it will mean additional income to
purchase needed medical services, proper food, and other elements of
a decent standard of living. Workers will be better able to take proper
periods of convalescence rather than being forced to get back on their
feet prematurely in order to restore their income.
Of these items we would like to emphasize the tremendous potential
in the clause requiring that all applicants for disability benefits be referred to the State vocational rehabilitation agency. This should help
overcome one of the serious current problems in this field-the inadequacy of referrals.
Of course, there will be some who will be adversely affected by
disability benefits-whose motivations and efforts to recover or earn
a living wil be undermined. However, to contend that this applies to
any large number of people is a cynical view of the motivations of
working people-a view to which we do not subscribe. Most people
want to work and to contribute their efforts to the productive capacity
of the Nation.
A principal objection raised by the American Medical Association
and other critics, is the difficulty in determining disability as specified under the proposed program. This is a real difficulty, but it is
perhaps deliberately confused by those who lump together the two
separate stages of the determination:
1. The medical examination for determining the nature and extent
of the impairment;
2. The vocational evaluation of the impairment with respect to
substantial gainful activity.
It is only the first stage with which physicians in the community
would be concerned. The second stage as we understand it, would
be carried out by the State agency responsible for certifying disability.
Quite properly the basic definition avoids the words "total" and
"permanent." In this way neither the physician in the community
nor the administrative agency is called upon for impossible determinations. The magnitude of the disability becomes a commonsense
determination of a loss of earning capacity of more than two-thirds or
three-fourths. The continuance of the disability is readily checked by
periodic examinations at intervals appropriate for the particular
disability.
We are confident that doctor-patient relations are sufficiently sound
in this country that they can withstand the special strains, if any, of
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disability evaluations. To claim otherwise, would seem to suggest
a surprising lack of confidence in the medical profession. This attitude would also seem to underlie the contention that physicians would
be pressured or deceived into certifying large numbers of undeserving claimants. We strongly resent such aspersions on the ethics and
practice of physicians. We are confident this will not happen.
It has been asserted that disability insurance would result in the
most undesirable type of Government interference in medical practice. This is so far removed from the realities of current governmental health activities as to seem undeserving of serious comment.
Undoubtedly, of all governmental activities today, those in the medical
field are characterized by unusually high standards, nonpolitical administration, and unparalleled public esteem.
In supporting disability insurance, the Physicians Forum is not
unmindful of the serious and special difficulties inherent in such a
program. These have been objectively and thoroughly evaluated by
the advisory council on social security to this committee in 1948 and
by a number of other individuals and groups. As we cannot discuss
these difficulties fully in this brief statement we would like to make
one general comment.
We believe that a Nation with our resources and ingenuity can
overcome any difficulties when a social program of such significance
has to be initiated. Many of the same difficulties have been managed,
and, as far as we have been able to determine, managed fairly success
fully by other similar programs. In this connection we must keep in
mind that it has been customary for opponents of new social programs
to exaggerate the administrative difficulties. We cannot accept those
objections as valid deterrents to progress.
For these reasons the Physicians Forum fully endorses the proposals
to establish a Federal disability insurance program as contained in
H. R. 7225 and respectfully urges this committee and the Senate to
approve the appropriate amendments to the Social Security Act.
Again I thank you for this opportunity to deliver an affirmative
opinion on this subject.
The CHAIRMAN. Thank you, Doctor.
Any questions. Senator Martin?
Senator MARTIN. No.
STATEMENT OF DR. IRVING HOLTZMAN, ASSOCIATE CLINICAL
PROFESSOR OF DERMATOLOGY, NEW YORK UNIVERSITY,
BELLEVUE MEDICAL CENTER, AND FELLOWSHIP OF AMERICAN
COLLEGE OF PHYSICIANS
Dr. IOLTZM\N. My name is Irving Iloltzman. I am a practicing
physician in the comlinitv of Brooklyn, an associate clinical profess
sor of dermatology, New York U~n diversity, Bellevue Medical Center,
and Fellowship of American College of Physicians.
I would like to make some comments on social-security coverage for
physicians.
The Physicians Forum has been on record for more than 4 years
the extension of Federal old-age and survivor's insurance benefitsfor
to
members of our profession. Our membership which covers 28 States
has endorsed this position, as has our board of directors and the annual
membership meeting-our highest governing body.
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We state our firm belief that, if a national poll were taken today and
doctors were informed of the provisions of OASI, a majority would
favor inclusion. In support of this statement we cite the fact that the
membership of the Medical Society of the County of New York the
largest single component of the American Medical Association
(AMA) has twice voted for Federal social security. Similar action
has been taken by the medical societies of Kings, Queens, and Sullivan
Counties of New York State. In New Jersey, in polls of Bergen and
Essex County medical societies a significant majority has expressed the
desire to share in the benefits of coverage under the social-security
program. In Michigan the Washtenaw County Medical Society voted
for compulsory coverage. Medical Economics, a commercial publication, independently conducted a poll of thousands of physicians in
1953 in which 54 percent of those replying favored inclusion for
physicians.
Because doctors no longer are impressed by fear slogans of "socialization" or "regimentation," the catchwords previous employed in
opposition to social security, the American Medical Association has
been forced to adopt an actuarial approach, on the basis of which it
concludes:
(a) That doctors do not want social security because the retirement benefits are too low and inadequate;
(b) That survivor's benefits under social security are not comparable
to those obtained by commercial life-insurance policies.
The retirement benefits of social security, while inadequate alone
to support a physician and his wife at their customary standard of
living, do provide a small but welcome addition to their savings, dividends, investments, and annuities. Most doctors do not retire from
full active practice after 65, but it is possible many sick or partly disabled physicians who now continue practice would be able to retire if
they were covered by OASI.
I might interject that the mortality of doctors below the age of
65 is quite considerable.
The survivors' benefits that would be available to widows and
children of self-employed physicians covered by social security would
be considerable. It is estimated that in order to match these benefits
under commercial policies a doctor would have to pay many times as
much in premiums. We have attached an appendix which substantiates
the statement.
During the 1954 hearings on social security before the House Ways
and Means Committee, the board of trustees of the AMA "did determine that no objection would be raised to the extension of the
old-age and survivors insurance provisions-so as to permit voluntary coverage of physicians." But favoring voluntary coverage of
physicians is equivalent to favoring the exclusion of physicians from
social security since Congress has repeatedly stated that it will not
approve of voluntary coverage of physicians under social security
because of actuarial reasons.
We believe the medical profession is as deserving and needful of
the protection of social security as is any other occupation or professional group and, we repeat, that when the average doctor is given
the opportunity to express his views, he favors inclusion in the act.
There is no logical or ethical reason for depriving doctors of the
benefits now accruing to virtually all wage earners, and, if these
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amendments (H. R. 7225) are adopted, to most self-employed persons.
Inclusion of physicians in the act, as originally proposed by President
Eisenhower, would in noway compromise the individual physician's
personal or professional freedom or initiative.
We believe that the time has now come for action and we therefore
respectfully urge the Senate Finance Committee to rectify this inequity
by including the coverage of physicians in the amendments extending
social security to professional, self-employed categories.
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APPENDIX B

County medical societies that have discussed and endorsed compulsory social

iho

security coverage for self-employed physicians include:

1. New York County Medical Society, New York, March 1952 and February
1953.
2. Kings County Medical Society, New York, April 1952 and November 1953.

3.
4.
5.
6.
7.

Queens County Medical Society, New York, June 1953.
Sullivan County Medical Society, New York, December 1952.
Essex County Medical Society, New Jersey, October 1953.
Bergen County Medical Society, New Jersey, March 1954.
Washtenaw County Medical Society, Michigan, January 1955.
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APPENDIX C.-COMPARATIVE COST OF PRIVATE AND FEDERAL INSURANCE

Admittedly the benefits available under social security are not readily compared with those obtainable under private life-insurance plans. However, the
ngures presented below are sufficiently accurate to serve as a yardstick to

measure the financial cost to doctors because of their exclusion from coverage
under the Social Security Act.

If

a doctor enters the
social-security program
so 1956 at age of-

He would pay socialsecurity taxes totaling
(by age 65)-

30 --------------------$7, 371.00
35 -----------------$6,111.00
40 ------------------$4,851.00
45 -------------------- $3. 591.00
50 ------------------$2,457 00
55-----------------------$1,480.50

60 --------------------

$661, 50

For the same benefits
for himself and his
family he would have
to pay private insurance companies
at
least$14, 700
$16,300
$18, 000
$19, 900
$22,000
$24,400

$26,000

The doctor's loss because
of exclusion from social
security$7,329.00
$10,189. 00
$13,149.00
$16,309.00
$19. 543.00
$22, 919. 50

iblo

Pot'

Up

Pat
t

$25,338.50

I would like at this time to extend my thanks and the thanks of the
physicians forum for this opportunity to present our testimony before
this committee.
The CHAIRMAN. Thank you, Doctor.
Any questions??oe
Senator MAITIN. No. Thank you very much.
The CHAIRMAN. Next witness is Dr. Wright Adams. University
of Chicago.
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STATEMENT OF DR. WRIGHT ADAMS, PROFESSOR AT THE
UNIVERSITY OF CHICAGO
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Dr. ADAMS. I appreciate very much this opportunity to appear before you. My name is Dr. Wright Adams. I am professor and
chairman of the department of medicine at the University of Chicago,
a member of the American Heart Association, and a member of the
American Board of Internal Medicine.
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I should like to emphasize one point which it seems to me has not
been adequately covered in discussions of H. R. 7225. It concerns the
disability provisions and I shall discuss it from the point of view of
heart disease, which is my field of special interest.
The extent of disability is hard to estimate and disability from
heart disease presents some special problems. The fact that heart
disease is prevalent, particularly in those past the age of 50, needs no
emphasis. A very large number of the persons with whom this disability benefit proposal deals will be heart patients. The extent of
the technical problems of assessment of disability in this group is
therefore of some importance.
The presence of diseases of the heart and blood vessels can usually
be detected by objective means without relying on descriptions of
symptoms by the patient. Many persons with heart disease, however,
are not disabled. Disability depends chiefly upon the extent of the
involvement of the heart and blood vessels from hardening of the
arteries or high blood pressure. The estimation of the extent of the
disease and therefore the degree of disability is subject to great error
if objective methods alone are used. Physicians are accustomed to
assuming that their patients' statements with respect to symptoms are
reasonably accurate and that their patients want to be as well as possible. Therefore symptoms, that is subjective feelings described by the
patient, are of great importance in deciding upon the degree of
restriction of activity which is necessary to prolong life and provide
comfort.
Such sensations as pain, fatigue, weakness, breathlessness, headache
and dizziness (all subjective symptoms) are of the utmost importance
in deciding the severity of disease. The extent of disability depends
upon the severity, rather than the presence of disease. And the severity of the condition, in turn, is largely controlled by the attitude of the
patient. If every person in whom heart disease could be demonstrated
received disability payments the expense of the program would be
fabulous. There would also be other undesirable results.
When estimates of disability must depend so largely upon subjective
symptoms, cheating becomes easy and more frequent. The problem
of honesty is not the only one, however. Almost every patient becomes
anxious, fearful, and depressed when he finds that he has heart disease.
Often heart disease is discovered at the time of an acute illness. Recovery and rehabilitation is usually a rather long and almost always a
difficult process. Strong motivation is most important during this
period.
Fear, anxiety, and depression increase the severity of sensations
characteristic of heart disease. Pain, fatigue, weakness, and so forth,
seem worse. The unhappy patient honestly believes he is in a worse
state than is actually the case. Encouragement and guidance by the
physician can help him but motivation is most important. An official
certification by his Government that he is totally and permanently
disabled-a hopeless case-destroys that motivation and greatly decreases the prospect of successful rehabilitation.
Usually there is some real danger in overdoing. Symptoms are an
important guide for the physician in advising with respect to the level
of activity. Therefore, from a professional point of view, it becomes
practically impossible to rehabilitate a patient with heart disease who
has lost the desire to be returned to activity. People who are un-
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necessarily restricted in activity tend to be irritable and unhappy and
become hard to live with. They often find it difficult to live with
themselves.
Every practitioner has had experience with many patients in whom
efforts at rehabilitation fail for lack of motivation. Economic motives
are most important.
If necessary financial support is furnished according to need in
individual circumstances, guidance through this difficult phase of recovery and rehabilitation is made easier and progress more certain.
This is the concept embodied in the present Vocational Rehabilitation
Act. Persons undergoing rehabilitation in this Federal-State program are provided maintenance payments equal to subsistence costs.
If security is furnished as a right, under what appears to the patient
to be an insurance program, many additional invalids will be made.
This aspect of the problem makes actuarial studies of doubtful
validity. The protection increases the number requiring protection.
This point, in addition to many other excellent arguments, indicates
that disability insurance coverage by Government should be approached with the greatest caution.
Thank you again for allowing me to appear.
The CHAIRMAN. Thank you, Doctor Adams.
Any questions?
Senator MARTIN. No; thank you very much.
The CHAIRMAN. Next witness is Dr. F. J. L. Blasingame of the
American Medical Association.
STATEMENT OF DR. F. J. L. BLASINGAME, VICE CHAIRMAN OF THE
BOARD OF TRUSTEES OF THE AMERICAN MEDICAL ASSOCIATION
Dr. BLASINGAME. Mr. Chairman, Senator Martin. We have a rather
lengthy statement here. I know the hour is late and I know you are
fatigued and we would like your pleasure on how to proceed with this
bill. The American Medical Association is deeply concerned about
this.
The CHAIRMAN. Well, at your pleasure you can handle that any
way you prefer. You can submit it for the record or give a synopsis
of it. You can handle it any way you prefer. It might help if you
gave us the more salient points of it and submitted it for the record.
Dr. BLASINGAME. I am Dr. F. J. L. Blasingame of Wharton, Tex.,
where I am a practicing surgeon. I am also vice chairman of the
board of trustees of the American Medical Association. Dr. Allman,
appearing here with me, is a member of the board of trustees of the
American Medical Association and is a practicing surgeon of Atlantic
City, N. J., and also a chairman of our legislative committee.
The American Medical Association is deeply concerned about the
significance of this bill and particularly we are concerned about its
implications from the standpoint of disability benefits.
First, we feel that there is real question of the need for it, because
there are so many other programs that overlap to some degree at
various levels, national, State, and local. They overlap also in industry, at various levels and in Government.
They also feel that the cost item of that particular portion of the bill
is not known. We believe it is large, or would be large. The definitions of terms are vague. What do we mean by "disability" and "total
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There was some questioning this morning along the lines
disability".
of the medical profession's ability to act under the language of the
present law. It is our considered'opinion that the definition of medical determination is vague and inadequate. We have no exact language to put in the bill and doubt that such language can actually be
devised that will not have some degree of loophole.
We feel that the moral aspect of this bill from the standpoint of its
effect upon our society can be damaging. We have pointed out in our
statement the difficulties we would have in motivating people to make
the most of their lives and we have emphasized what we think to be
a more important positive program; that is, to extend the effectiveness
of rehabilitation which is already under way.
We don't feel that rehabilitation has been utilized to the degree that
it might, or that it will be in the future and that this bill, instead of
helping the rehabilitation program, will tend to hinder the proper
development of it.
We feel also that as far as the real functions of the social-security
system need to be studied.
We recommend that a study group, governmental or of the citizens
of this country, or both, study this program in some of its basic aspects.
It was pointed out in questioning this morning that we have had 21
years of experience and inferred that we should not necessarily have
to study something we have had 21 years of experience in doing. To
the contrary, we think that an item with which you have been dealing
for only 21 years and is supposed to go along forever is an item for
constant study, as has been proposed by the administration.
We don't feel that accurate figures are available as to the number
of disabled persons. We think much thought needs to be given to
the financial aspects-to the effects upon the rehabilitation program,
upon the individual citizen in motivating him to make the most of his
talents and his remaining abilities if he is disabled.
The medical profession is very concerned that they may be placed
in the role of a policeman, as it were. And it will be a very difficult
role for the medical profession even though they try all they can. I
think that the Senators this morning by their questioning inferred
that we might be able to act as an umpire, as it were, as to whether
or not this man is disabled or not permanently. Contrary to their
opinion, the vast majority of the medical profession will disagree with
that point of view and feel that the determination of disability is
very hazardous and very difficult.
I trust that the committee will give very serious consideration to
deleting the disability feature from this bill and that you give every
consideration to establishing some mechanism of study of this problem, that we may arrive at some factual data on which to base decisions
in the future.
Dr. Allman may have additional remarks which he may care to
make.
(The statement of Dr. F. J. L. Blasingame is submitted in its
entirety as follows:)
STATEMENT OF THE AMERICAN MEDICAL ASSOCIATION RE H1. R.

7225, 84TH CONGRESS

By F. J. L. Blasingame, M. D.
Mr. Chairman and members of the committee, I am Dr. F. J. L. Blasingame
of Wharton, Tex., where I am a practicing surgeon. I am also vice chairman of
the board of trustees of the American Medical Association. I am here today on
73192-56---pt. 2-27
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behalf of that association to oppose enactment of the disability benefit provisions of H. R. 7225. In urging you to remove these provisions from the bill
I am voicing the recommendation of virtually every physician in the United
States.
We are keenly aware of the ostensibly humanitarian objectives of the proposals. Nevertheless, our experiences in the treatment of disabled individuals
leave us with the firm conviction that the enactment of the disability-benefit
provisions of the pending bill would be a great disservice to the very persons it
purports to aid. Furthermore, we are convinced that adding a disability
program to the existing old-age and survivors benefits would endanger the
manageability and solvency of that phase of the social security program.
At its meeting in Boston, on December 1, 1955, our house of delegates adopted
a resolution calling for a comprehensive study before the enactment of further
changes in the Social Security Act. We believe that such a study should include
a complete, unbiased, and impartial survey of the financial, social, medical, and
economic aspects of the Social Security Act. In our opinion, this is an indispensable prerequisite to further alteration of our social security system.
As citizens, we are disturbed at the method by which such a far-reaching piece
of legislation was conceived and approved without hearings and rushed through
the House of Representatives. Such a situation as this places an unusually grave
responsibility upon this committee. The implications of the bill were, for the
most part, totally unknown to the Representatives who found themselves unable
to vote against an omnibus social security bill which promised greatly increased
benefits to many of their constituents at little or no apparent cost.
Quite apart from our concern as citizens is our conviction that, from a medical
point of view, this legislation is both unnecessary and unwise.
We are unable to determine how the disability benefit provisions of H. R. 7225
would provide any necessary additional assistance to disabled persons between
the ages of 50 and 65. Proponents of the measure, in claiming that such a new
program will meet some undefined need, have ignored the many other programs
which are already serving these same disabled individuals.
These existing programs already provide benefits, without regard to financial
need, for those injured in industrial accidents or in the Armed Forces. Employment-related illness or disability is cared for under the various workmen's compensation statutes, while the Veterans' Administration provides compensation
based on disabilities incurred in military service.
For those persons whose needs are not met through the foregoing programs,
there are a variety of State and local public assistance programs--several of
them federally aided-to meet the actual and demonstrated needs of disabled
individuals.
The Social Security Act itself authorizes a Federal-State program of aid to
the permanently and totally disabled, a program of aid to the blind, and a program of aid to dependent children.
State and local public assistance or general relief programs afford another
means of meeting the needs of disabled individuals.
The Vocational Rehabilitation Act-another joint Federal-State programprovides not only medical care and vocational training, but maintenance allowances based on need. This program is now undergoing orderly expansion and
offers a proper solution to the many problems of the disabled. It is important to
note that all of the programs now available to the disabled provide for benefits
related to their actual need. To our knowledge there is not a community in the
United States in which a disabled person requiring assistance cannot receive
aid under one or more of these programs.
It appears, therefore, that any possible justification for a "social insurance"
program for the disabled, as proposed in this bill, must rest on the merits of
social insurance as compared with public assistance. Consequently, I believe it is
proper to discuss briefly these two approaches to meeting needs, either actual or
presumptive.
Both social insurance and public assistance are designed to assist individuals
faced with loss of income and increased expenses because of illness, injury, disability, maternity, unemployment, old age, and death. Social insurance is the
common European system, while public assistance is the traditional American
approach. Social insurance benefits are paid without regard to need, when a
specified contingency occurs. Public assistance is based upon an actual need,
and the amount of assistance is measured by the amount of the need.
Social insurance bears only the most superficial relationships to true insurance.
While its benefits are payable as a matter of statutory right, there is no contract
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of insurance. Hence, benefits can be raised, lowered, or eliminated entirely by
succeeding legislatures, and the conditions upon which those benefits will be
paid can be altered from year to year.
We believe that it is important to recognize the similarities and differences in
public assistance, social insurance, and true insurance. For too long, the American people have misunderstood the true nature of the three. To determine which
of the three offers the greatest prospect for good and the least potential for harm
in any given area of social need, it is first necessary to honestly evaluate all
three.
Our experiment in national social insurance is limited to the old-age and survivors benefits paid under the Social Security Act. Even in this area-by far the
easiest in which to predict ultimate costs--it is not clear where we are going
or what it will come. The 10-year history of OASI is one of changed benefits,
uncertainty as to the classes of individuals covered, and biennial changes in both
the rate of tax and the amount of income taxed.
Programs of public assistance which are theoretically based on a finding of disability are actually predicated on a determination of need. After the need of
the applicant is determined and measured, the administrators of these programs
are at liberty to provide aid through the one of several methods best suited to
the actual need without need for precise determinations of disability in difficult
cases. If the disability cannot be satisfactorily shown, there is still the need,
which will be met through such other programs of public assistance as aid to
dependent children, or general relief.
The ease with which transfers of public-assistance recipients between categories of relief can be accomplished is illustrated by the experience in October
1950, the first month of operation of the aid to the permanently and totally
disabled under title XIV of the Social Security Act. This month witnessed a
wholesale transfer of cases from the general relief rolls to the federally supported program. The State of Alabama, for example, which had 9,073 relief
clients in September had only 78 in October, while 8,816 appeared on the aid
to permanently and totally disabled program. A similar situation prevailed in
Louisiana, which had 28,396 clients on the general assistance rolls in September,
but only 8,240 in October. In that State 18,811 appeared on the aid to permanently and totally disabled program in the first month of its operation.
It is quite obvious from these figures that something more than medical
diagnosis and definition of disability accounted for the transfer from one program to the other. There is reason to suspect that such a wholesale transfer
resulted from a desire to transfer costs from local relief agencies to the Federal
and State Governments. We see no reason to suppose that a similar transfer of
responsibility from local and State agencies to the OASI trust fund cannot be
expected if the pending proposals become law.
I believe that we also should recognize at the outset the three categories of
individuals who will seek benefits under the proposed legislation.
First, there will be those individuals who actually possess a physical or mental
impairment of sufficient severity to affect their employability at a given time and
place. Some of these will be beyond the prospect of vocational rehabilitation,
but the great majority will be good material for retraining in the fuller utilization of their remaining capabilities.
At the other extreme will be those who feign impairment and disability. This
group will present a problem under the proposed legislation.
It is the group in between these two extremes which will create the greatest
difficulty in the administration of the proposed program. These are the individuals who do have medically determinable physical or mental impairments.
They include the individuals whose pathological conditions should not normally
be expected to remove them from employment. They also include the individuals
who, faced with the prospect of receiving a benefit based upon their disability,
will develop a neurotic condition which is just as disabling as though a path.
logical condition were demonstrable. To laymen these persons might be con.
sidered malingerers. To physicians, they are ill.
The payment of a benefit to such individuals, contingent upon their remaining
disabled, serves as a psychological justification for their disability, and will
present one of the greatest obstacles possible to their rehabilitation and recovery.
Let me give you an example. We all know that there are many unfortunate
persons who have difficulty in coping with the many problems of life. These
people have inadequate, dependent personalities. They frequently fail-in school,
in marirage, and in employment. To such an unhappy individual the discovery of
a real or imaginary impairment presents a Justification for his inadequacy.
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After all, he reasons, his failures are not really his fault ; they are due to his
disability. Recognition of this disability, recognition which extends to compensating him as a nmtter of statutory right, justifies, in his own mind, his
failure to attempt to solve his problems. From a medical point of view, the most
inhuman thing which we can do, the thing best calculated to prevent successful
treatment of the neurosis, is to recognize and compensate the shortcoming.
I might point out that these individuals are usually the marginal workers.
They are the ones who will first feel the effects of unemployment. They are
the ones excluded by insurance companies as bad disability risks. They are
the ones most likely to turn to the proposed benefits as a haven of refuge from
the vicissitudes of life. It is this group which will present the greatest difficulty in the determination of disabilities and in the administration of the proposed program. It is this group which makes the ultimate cost of the proposed
program so conjectural as to defy prediction.
To all persons disability is a highly personal thing. We need to know more
about the intangible assets possessed by individuals who overcome their disabilities. We need to identify those assets-call them character, or willpower,
or motivation-and develop programs for aiding the disabled which will utilize
to the maximum extent the desire of every person to be a self-supporting, independent, respected individual.
Rehabilitation is the positive approach to disability. Rehabilitation stresses
the abilities which remain rather than those which do not exist or which have
been lost. Rehabilitation seeks to marshal and utilize those remaining abilities
so that the individual may again become a useful and self-sufficient member of
society. In this way rehabilitation provides productive citizens and taxpayers
out of potential Government beneficiaries.
Anything less than rehabilitation of the disabled falls short of both the
humanitarian and economic goals. As physicians, we seek not only to treat and
comfort our patients but to assist them in their return to as full and satisfying
a life as possible.
One of the primary essentials to rehabilitation is a will on the part of the
individual to utilize to their maximum his remaining abilities. This motivation requires character, determination, and willpower. It cannot be forced.
We are very much concerned that the proposed disability benefits will damage
and hinder our developing rehabilitation program for two reasons.
First, we recognize that many marginal individuals will prefer the security
of permanent monthly pensions and will not have the necessary desire to undergo a difficult program of rehabilitation. While the payment of maintenance
benefits during rehabilitation may be essential, the payment of a benefit which
depends for its continuance on a failure of the rehabilitation process is a selfdefeating proposition.
The authors of H. R. 7225 recognized and attempted to circumvent this elementary fact by providing for a reduction in benefits should an individual fail
without good cause to undergo rehabilitation. We are convinced that such
forced participation in a rehabilitation program will not be a satisfactory
substitute for the motivation otherwise lacking.
Second, we are concerned that our rehabilitation agencies will be smothered
in an avalanche of benefit seekers vbo reluctantly comply with the requirement of rehabilitation. These individuals will in many cases take the place
in the program of worthy individuals who are sincerely motivated and who
are, consequently, far better prospects for rehabilitation. This large anticipated influx can be expected to damage, if not destroy, the sound base upon
which we are gradually building a truly effective rehabilitation service.
We feel that these disability benefit proposals will have three immediate and
very harmful effects: They will endanger our rehabilitation program; they
will actually increase neurotic disabilities; and they will burden our present
old-age benefit program to the extent that this system may be ultimately destroyed by their cost.
Many studies have already been made of the social-security system. Unfortunately, these studies have been deficient in answers. The cost estimates,
for instance, for the proposed program are hardly more than guesses. Disability incidence rates have been taken, we presume, from the best available
sources. Yet the incidence rates for men are obsolete, since they were taken
from insurance experience in the 1920's. Incidence rates for women are little
more than guesses. Termination rates are taken from the experience of a
European country 30 years ago. Needless to say, the passage of time, the
difference between German medicine in the 1920's and American medicine in
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the 1950's has not been considered. If these are the best figures on which
cost estimates can be projected, we find great merit in the lack of confidence
expressed by the actuaries in the resulting estimates.
No one knows the number of people disabled. No one k:'nows the causes
of their disability. No one knows whether this number is growing or decreasing., No one knows what presently disabling conditions may be eliminated by
medical science. No one knows what presently fatal conditions will be only
disabling tomorrow. The administration has recognized the lack of data in
this area, and has proposed a periodic morbidity survey to obtain the basic information now sadly lacking.
No one knows the extent to which disability benefits are realy unemployment benefits, though all experienced persons concede that there is a relationship between the two. No one knows the incidence of mental disability. We
do not yet know the number of applications to be made under the disability
freeze. We do not know what percentage of these applications will be approved.
We do not know whether the system of disability determination under the freeze
is adaptable to the payment of benefits.
Ve do not know the number of applicants for benefits which this bill is likely to stimulate. We do know that while
the Ways and Means Committee estimated 200,000 applications, the Department of Health, Education, and Welfare expects to receive 700,000 in the first
year.
No one knows the extent to which existing programs for the disabled are
meeting their needs, nor the extent to which these programs overlap. No one
knows which programs are the most useful and which the least helpful. No one
has yet devised a standard definition of disability.
We commend the committee for the extent of hearings which it has held
on H. R. 7225. We are grateful for an opportunity to present our views and
the questions which disturb us. We do not know the answers to many of them.
We are certain that no one knows the answers to some of them. We feel
strongly that your committee should have answers to all of them before reporting this legislation.
It is for this reason that we have recommended a nonpartisan unbiased
study of social security in all of its aspects. Such a study, limiting its activities to one field, adequately financed and staffed, and not handicapped by severe
time limitations, should be able to develop many of the facts upon which sound
action must be based.
We pledge the cooperation of the American Medical Association and of the
medical profession in conducting such a study.

Dr. ALLMAN. I would like my whole statement placed in the record,
but I would like to read 2 or 3 paragraphs if I may, sir.
Senator MARTIN. Mr. Chairman, previous witness-his whole statement is to be in the record?
The CH.\IRMAN. Yes; it will be in the record in full.
Senator MARTIN. Yes; because I would like to have it.
STATEMENT OF DR. DAVID B. ALLMAN, MEMBER OF THE BOARD
OF TRUSTEES AND CHAIRMAN OF THE COMMITTEE ON LEGISLATION OF THE AMERICAN MEDICAL ASSOCIATION
Dr. ALL.\AXN. I aml )r. David B. Allman, a practicing surgeon from
Atlantic City, N. J. I am a member of the board of trustees and
chairman of the committee on legislation of the American Medical
Association. I just want to supplement Dr. Blasingame's statements.
The disability benefit provisions of H. R. 7225 represent an initial
step in a new kind of expansion of the Social Security Act. I believe
we must all realize, frankly, that this is only the beginning. Once a
medical benefit is paid as a matter of statutory right, under the Social
Security Act, it will be impossible to resist the pressures to expand
the nature of the benefit and increase the number of beneficiaries.
Disability is a concept-a relative term-rather than a concrete and
demonstrable entity. We have only to consider those physically in-

832

SOCIAL SECURITY AMENDMENTS

OF 1955

paired individuals whom we all know to realize how varied is the individual reaction to handicaps. Many paraplegics, many orthopedip.
cripples, many blind persons, and many men and women with the most
severe physical handicaps are leading productive, self-supporting
lives. Scores of others, whose impairments are negligible in comparison are dependent and helpless. Disability is physical or mental
y
impairment--but there is also something more.
Nevertheless, there is a point beyond which the taxes supporting
social insurance cannot be further increased. Nor can the benefits be
withheld or materially decreased without a tremendous and adverse
social and economic impact. For this reason, social insurance programs require wise long-range planning with actuarial estimates based
on the best available information.
In predicting long-range costs and old-age and survivor benefit proo
gram must consider fertility rates, mortality rates, retirement rates,
d
remarriage rates, and future economic conditions must already be
looked at with askant. Already the medical profession has brought
about changes in mortality rates. These changes have increased the
number of individuals reaching retirement age, and have increased the
number of years during which they will J[raw retirement benefits.
This decline in mortality rates will increase the cost of the old-age
of
benefits and, as medical science continues to give longer life to more
people, the actuarial soundness of all retirement and annuity programs
will be seriously impaired.
Ia
The proposed legislation introduces a new and almost completely
unknown factor into actuarial computations. This is the morbidity
rate. Due to the increase in life span which has been brought about
by improvements in medicine, many persons who formerly would
have died now live in an impaired condition. We believe that future
years will bring us an ever-increasing number of persons whose lives
have been prolonged, but who are, nevertheless, impaired or disabled
t
to some extent. These individuals will be potential beneficiaries of
A
the proposed legislation. No one knows what this will do to cost estiU
lo
mates and what it will do to the economy of our country.
Unless Congres-and in this instance that means this committee-r
can halt the pressures for an ever-increasing amount of benefits to be
paid to an ever-widening circle of individuals, the cost of social secua
rity must inevitably rise so sharply as to make it not only unattractive
but also unsound.
Gentlemen, we thank you very much for this opportunity to be here
of
and to give you our viewpoint.
Senator MARTIN. May I ask just one question. I don't want to
delay you.
Dr.

ALLMAN.

We are in no hurry, sir.

Senator MARTIN. Has your organization given any thought to the
actuarial situation, and also the possible cost in the future?
Dr. ALLMAN. We have given some thought to it, sir. I don't think
we are prepared to come up with numbers for you. But it is very
obvious to us that with conditions being as I mentioned they will,
show that it can become quite catastrophic from the economic standpoint. With more and more people living more and more years and
the whole population of the country becoming older and older, it is
only reasonable-
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Senator MARTIN. The reason I asked that question is the medical

profession possibly has more information with regard to the lengtheningof lives than any other group in this country. It would be most
helpful to the Nation-not to the committee but to the Nation-if
you could give us a study based on more advanced information that
your organization has than possibly any other organization in the
country.
Dr. ALLMAN. We can give it to you in age. I thought you meant
dollars and cents.
Senator MARTIN. I do means dollars and cents because you have possibly gotten basic information that is more reliable than any other
organization in the country.

Dr. ALLMAN. We do, sir.

Senator MARTIN. I am very much interested in helping the welfare
of our people. But on the other hand, the welfare of our people
depends upon a proper financial side
The CHAIRMAN. I think if you could find that it would be very
valuable. Not the cost in money but increase in length of years.
Dr. ALLMAN. I think that can be done. I will be very happy to
take it up with our council of medical services immediately.
The CHAIRM3AN. I think it would be helpful to be supplied to the
other members who had to leave the hearings.
(The statement of Dr. David B. Allman is submitted in its entirety
as follows:)
STATEMENT OF THE AMERICAN

MEDICAL

AsSOCIATION

AMENDMENTS

RE

SOCIAL

SECURITY ACT

OF 1956

By David B. Allman, M. D.

Mr. Chairman and members of the committee, I am Dr. David B. Allman, a
practicing surgeon from Atlantic City, N. J. I am a member of the board of
trustees and chairman of the committee on legislation of the American Medical
Association. This statement is submitted on behalf of that association and is
supplementary to the testimony of Dr. Blasingame.
The disability benefit provisions of H. R. 7225 represent an initial step in a
new kind of expansion of the Social Security Act. I believe we must all realize,
frankly, that this is only the beginning.
Other witnesses have indicated to this committee that if the fixed retirement
age of 65 is ever reduced, it will be impossible to prevent continued reductions in
that age. This disability proposal is in the same category.
Once a medical benefit is paid as a matter of statutory right, under the Social
Security Act, it will be impossible to resist the pressures to expand the nature
of the benefit and increase the number of beneficiaries.
Costs computed in relation to this first step, as unsatisfactory as those estimates are, give only a hint of what the eventual costs of this proposal will be.
For more than 20 years Congress has wisely resisted the pressures from the
same groups which again and again have supported the payment of disability
benefits. If Congress now capitulates to these pressures, this program will
become the initial step in a comprehensive Federal medical care system.
Because of the great difference in needs, a social insurance disability benefit
program cannot be grafted onto an old-age benefit program with any hope of
meeting the actual needs of the disabled. To the extent that the benefits fail
to meet actual needs, they must be supplemented by public assistance. This is
clearly contemplated in the pending bill which provides that the proposed benefit
will be reduced by the amount of any such benefit payable because of disability.
In meeting need, therefore, it is plain that H. R. 7225 adds nothing but an untried
system and an additional cost to already existing programs of aid to the disabled.
Disability is a concept-a relative term-rather than a concrete and demonstrable entity. We have only to consider those physically impaired individuals
whom we all know to realize how varied is the individual reaction to handicaps. Many paraplegics, many orthopedic cripples, many blind persons, and
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many men and women with the most severe physical handicaps are leading
productive, self-supporting lives. Scores of others, whose impairments are
negligible in comparison are dependent and helpless. Disability is physical
or mental impairment, but there is also something more.
The determination of the existence of a physical or mental impairment presents some problems, but the big difficulty in pinning down the elusive concept
of disability lies in identifying the "something more." Other witnesses have
mentioned the many existing programs under which aid of one type or another
is available to disabled persons. L)eterminations of disability are made regularly
in the administration of these programs.
In addition, determinations of disability are made regularly under waiver of
premium and benefit provisions of private insurance contracts and in the personal
injury claims which arise daily. The difficulties experienced in making these
determinations are indicated by the tremendous amount of litigation, both in
the courts and before administrative agencies, which arises out of the evaluation
of a physical or mental impairment.
Yet all of these programs contain features which tie the "something more"
down more securely than would the proposed measure. Personal injury litigation is concerned less Avith loss of earning capacity than with the existence of
the impairment itself. So it is with workmen's compensation claims. In
both of these categories, the claimant's disability (an be stated in terms of percentage of loss, and the necessity of making an all black or all white determination of permanent and total disability is removed. Further, the disability is
related to a specific incident-to a certain act of the defendant, or to a certain
circumstance arising out of and in the course of employment. The possibilities
of fabricated or induced claims are reduced by these circumstances.
The concept of reduced employability is another factor to which a physical
or mental impairment is related in establishing disability. This effect of the impairment on employment is the one used in H. R. 7225. It is also the one used
in most )rivate insurance contracts and in all public assistance programs. It
adds an additional subjective factor-the attitude of the claimant toward his
impairment-to disability determinations and is consequently more difficult to
administer. Recognizing this fact, both private insurance programs and public
assistance utilize controls which, of necessity, will be lacking in the proposed
social-security benefit program.
The primary control utilized in true disability insurance and not available
under the proposed disability plan is the exclusion of undesirable risks from
coverage. In this manner, the number and cost of questionable claims is greatly
reduced. When claims are presented, a much better examination of the claimant, and a much more careful scrutiny of his claim is made in private insurance
programs than is contemplated in H. R. 7225. Further, private insurers follow
up the individual who is receiving benefits to determine the continuation or
termination of the disability. This type of policing program, even if undertaken
by the Federal Government, would be prohibitive in cost.
Public-assistance programs are administered by local agencies, consequently
a recipient of public assistance will not continue to draw benefits after return to
gainful employment. Such a person cannot move to another part of the country,
to live on his benefits, possibly supplemented by income produced by himself or
his family. It is plain that, unless a complicated and expensive followup program is undertaken by the Social Security Administration, both of these controls
will be totally lacking in the proposed program. The result will be an unnecessary increase in both the number of beneficiaries and the amount of benefits paid.
Obviously, this will greatly increase the cost of this program.
It has been suggested that the disability determination procedure established
under the new "disability freeze" provides the mechanism for making similar
determinations upon which benefits would be paid. If this were the case, the
problem would be much simpler. Unfortunately, however, such a system will
not work where the finding provides the basis for an immediate benefit rather
than a distant and relatively small increase in retirement payments.
It has been the experience of disability benefits programs that, due to the
cost of determination and follow up, the administrative costs run much higher
than do other pension programs. The cost estimates which we have seen do not
provide for the drain on the trust fund which a sound initial work-up will
produce.
One of the difficulties of any insurance system is the prediction of long-range
costs. To some degree, social insurance is free from the pitfalls into which true
insurance may fall if these predictions are inaccurate. This is because taxes
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may be currently increased, or benefits may be currently reduced, if the cost
proves to be higher than anticipated. Such adjustment of the contractual premium and benefit rates is impossible with true insurance.
Nevertheless, there is a point beyond which the taxes supporting social insurance cannot be further increased. Nor can the benefits be withheld or
materially decreased without a tremendous and adverse social and economic
impact. For this reason, social insurance programs require wise long-range
planning with actuarial estimates based on the best available information.
Our old-age and survivor benefit programs have already been changed many
times since its inception. While there has been a noticeable reluctance on the
part of Congress to increase the tax rate, there have been many increases in
benefits. While there have been some increases in the tax rate, the income taxes
to support these increased costs have thus far been obtained largely by broadening the tax base (adding additional taxpayers) and by the increase in the amount
of taxable income from $3,000 to $3,600 and, most recently, to $4,200. The extent
to which this tax base can be broadened by including additional groups is limited,
and that limit has been very nearly reached. Future increases in benefits must
be supported either by an increase in the tax rate or a further increase in the
amount of annual income on which the three taxes supporting the social-security
system are levied. It is apparent that future benefit increases will present a
problem in financing the systenr. Indeed, as more and more people become
beneficiaries, unless employment remains high, the present scheduled tax increases cannot be certain of meeting the increased demands on the system.
The old-age and survivor benefit system itself is far from perfected. For
instance, the approximately 25 years of a widow's life between the 18th birthday
of her youngest child and her 65th birthday is ignored in the present system.
Presumably, the growth of this survivor's benefit would produce, at some future
date, a benefit payment to the surviving widow who has no children under 18.
Certainly as good a case can be made out for paying such benefits to a 5,-year-old
widow, as can be made out for disability benefits. We are convinced that
broadening the concept of social insurance to include the payment of disability
benefits would effectively preclude this development. This is because the cost
of the system could be expected to rise so sharply as to make the tax rates high
and unattractive. In predicting long-range costs the old-age and survivor benefit
program must consider fertility rates, mortality rates, retirement rates, remarriage rates, and future economic conditions. Already the medical profession
has brought about changes in mortality rates. These changes have increased
the number of individuals reaching retirement age, and have increased the
number of years during which they will draw retirement benefits. This decline
in mortality rates will increase the cost of the old-age benefits and, as medical
science continues to give longer life to more people, the actuarial soundness of
all retirement and anfiuity programs will be seriously impairedThe proposed legislation introduces a new and almost completely unknown
factor into actuarial computations. This is the morbidity rate. Due to. the
increase in life span which has been brought about by improvements in medicine, many persons who formerly would have died now live in an impaired
condition. We believe that future years will bring us an ever increasing number of persons whose lives have been prolonged, but who are, nevertheless,
impaired or disabled to some extent. These individuals will be potential beneficiaries of the proposed legislation. No one knows what this will do to cost
estimates.
The pending proposals provide for the payment of disability benefits only
to covered individuals beginning at age 50, except for disabled dependent
children. It is idle to suppose that age 50 is a magic figure which will not be
subject to change in the future. Certainly there is nothing to differentiate
the disabled person at age 50 from a similarly disabled person at age 48. The
Entire history of broadening social security benefits leads us to believe that
once a disability benefit is paid under this program, it will only be a matter
of time until the class of beneficiaries is enlarged to include those below age
50-to include the dependents of disabled individuals-and to include a broader
range of disability. With each increase in benefits, the cost of the system will
mount. It has already been pointed out that the proposed increases alone will
bring about a situation where some self-employed individuals will be required
to pay more in social security taxes than they do in Federal income taxes.
Unless Congress-and in this instance that means this committee-can halt
the pressures for an ever-increasing amount of benefits to be paid to an ever
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social security must inevitably
widening circle of individuals, the cost of
but also unsound.
rise so sharply as to make it not only unattractive
wish to sincerely thank the chairWe are glad to be here on this occasion and
for this opportunity to present the
man and all the members of this committee
phases of this legislation to which this
views of our association on the specific
statement has been directed.

I
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The CHAIRMAN. This hearing is adjourned, to reconvene on Tuesday at 10 o'clock.
a part of
(By direction of the chairman, the following is made
the record:)

Oft

STATEMENT OF EDMUIND P. RAOWAN

A

Because I have long been an admirer of Dr. Marvin A. Block, of Buffalo, and
his fine work in the field of alcoholism, I was particularly shocked and disappointed by his recent testimony before the Senate Finance Committee in
opposition to certain improvements in the social-security program. The amendments passed last year by the House and now before the Senate would:
from 65 to 62.
age for women
(a) Lower the retirement disabled
workers at age 50.
(b) Pay social security to
(c) Continue social security for disabled children after age 18.
associations and doctors'
A group of doctors, representing various medical
Dr. Block, representing a
groups, rose up to strike at this bill on February 9.
affect patients since
adversely
"would
bill
the
felt
alcoholism,
on
committee
for caring for
responsibility
the
assuming
from
them
discourage
it would
tantamount to subsidizing
be
"would
payments
security
Social
themselves."
felt.
the illness," the doctor
testimony delivered against the bill would be highly
medical
This and other
an effort to curtail a social-security program
represent
not
did
it
if
amusing,
part of our way of life in America.
become
years
20
past
testified
which has in the
take us? Would the doctors who
Where does this kind of thinking
compenworkmen's
abolish
we
that
also
suggest
amendments
against these
sation so as to teach people that they have no business getting hurt on their
designed
jobs? How silly can they get? Since social security in general is we could
to help people in their old age, would these same doctors argue that
keep people forever young by abolishing social security and thus discourage
them from wanting to get older? To top it off, would these doctors recommend
that we abolish the medical profession, as a means of eliminating all illness?
By their reasoning, people would be completely discouraged from getting sick,
if they knew there were no doctors to take care of them. Silly as the above
to
sound, it is the type of foolish reasoning these doctors seem to be trying
sell to the Congress.
In a more serious vein, the social-security program has long been taken for
granted as an accepted part of our lives. In the United States, our older folks
can jokingly say, "Don't resent growing old-it's a privilege denied to many
people," and it is a privilege, if you don't have to fight poverty, or be stripped
of your pride by dependence on children or other relatives.
This program is paid for by the people. It's a perfect example of national
thrift, saving now in prosperous times, to ease the retired years for all of us.
Today's aged deserve old-age insurance. Their hard work has put this country
in a position to pay them the old-age benefits they so richly deserve. That the
public favors social security is evidenced by the answers now pouring in to an
annual questionnaire I recently mailed out. The question dealing with the
proposed social-security amendments is being answered overwhelmingly in favor
of the bill.
Chronic alcoholism, with which Dr. Block is concerned, represents only a
very, very small aspect of these social-security amendments, which are concerned with all form of disability, and with the problems of disabled dependent
children, and the retirement of married women. Even chronic alcoholism.
however, is recognized as a serious illness, and you do not cure a sick person
by depriving him of support out of a fund to which he has contributed. And
since when did lack of money keep a chronic alcoholic from alcohol?
The American Medical Association, by its efforts to "protect" the people from
social security, has not endeared itself to the great majority of our citizens
Frankly, it's difficult to see why social security, generally, is a problem with
which the American Medical Association should concern itself.
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CERTIFIED COPY OF RESOLUTION ADOPTED By HOUSE OF DELEGATES OF
AMERICAN BAR ASSOCIATION

I hereby certify that the following is a true and correct copy of a resolution
adopted by the house of delegates of the American Bar Association at its meeting
on February 21, 1956:
"Whereas the house of delegates at its last meeting requested the conference
of bar presidents to conduct a poll of the State bar associations on the question
of whether they favored compulsory coverage for self-employed lawyers under
social security if voluntary coverage is not obtainable; and
"Whereas such a poll has been conducted and 27 of the 34 State bar associations have voted in favor of compulsory coverage if voluntary coverage is not
obtainable: Now, therefore, be it
"Resolved, That the American Bar Association go on record as favoring compulsory coverage for self-employed lawyers under social security if voluntary
coverage is not obtainable."
JOSEPH D. STECHER, Secretary.

LAKE CHARLES, LA., February 8, 1956.
Senator ALLEN J. ELLENDER,

United States Senate, Washington, D. C.
DEAR SENATOR ELLENDER: In 1950 the Congress passed Public Law No. 734,
with a rider that examinations in the various States to determine who was blind
and thus elgible for certain aid from the public funds should be made by either
an ophthalmologist or an optometrist and no distinction could be made between
the two. Fortunately, some States have their own laws which require review
of such diagnoses by an ophthalmological consultant, and in most instances patients examined by optometrists in those States are reexamined by medical men,
thus duplicating the expense of examination and wasting public funds.
The optometrist is limited by education and training to testing eyes for glasses,
or giving visual training to individuals with good vision whose eyes do not function well together. He cannot determine better than any other layman whether
a person is blind, because he must depend on what the patient tells him. An
objective ocular examination such as that made by any doctor of medicine is
beyond his ability or capacity. Already case reports are accumulating where
individuals certified to be blind by optometrists have been found to have useful
vision, which makes them ineligible for blind pensions, thus reducing the continued waste of tax funds. In addition, optometrists are unable to determine
what blind patients may be rehabilitated by medical or surgical treatment, thus
continuing a relief load which might be decreased by proper interpretation.
The definitive diagnosis of a blind person is a medical process. By granting
this right of diagnosis to the optometrist, the Federal Government established
him in the field of medical practice for which he is neither trained nor educated,
a fact which the national leaders of optometry freely admit. But the State
organizations will use this decree as a lever in promoting legislation in the
various State legislatures to give them the right to practice ocular medicine and
surgery. Measures such as this were presented in the last legislative sessions
in Oklahoma, New Jersey, Pennsylvania, and the District of Columbia but failed
to pass on these trial runs. More such will be forthcoming.
This type of legislation may be a factor to consider in the relations of the
State and Federal Governments because the empowering of optometrists, or of
any other group, to do that which is forbidden under their State laws results in
setting aside the States in the exercise of their police powers, a course which
so far has not been attempted in other fields and one which many authorities
in this field consider as a threat to our system of Government.
Our blind people deserve the very best in the way of medical or surgical treatment. If malingerers are on public payrolls, they deserve nothing. As information concerning this provision of Public Law 734 becomes widely disseminated, more and more undeserving individuals will be added to the tax
load and if a recession or depression occurs, the possibilities are staggering.
The best method of preventing waste of funds to the blind is by a thoroughly
scientific screening of those who should be eligible. That our motives are more
humanitarian than economic can easily be determined by our attitude toward
the blind program in the past, when for many years we made examinations of
the indigent blind without any charge. As the welfare program developed, small
fees were then allowed for this purpose, which, in this State at least during
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the depression, were cut to three dollars or even less. The maximum allowed
now is $5, which in itself can cover nothing more than the office expense for
the time consumed in examining the patient and writing out the report. We
have no quarrel with this feature of the program, and would gladly do it for
even less if the affairs of State would necessitate it. We are simply interested
in seeing that the blind rolls are not padded with people who should not be
there, and that those who are blind obtain the type of examination which will
determine whether or not they can be rehabilitated.
Another and very important aspect of the participation of optometrists in
this program is that applicants for blind pensions frequently have progressive
conditions, such as glaucoma, in which prompt treatment or surgery may prevent
further deterioration and thus preserve or better what vision may still be present.
We have reason to believe that many completely blind persons would still have
some measure of useful vision if their initial surveys for blind pensions had
been made by a competent ophthalmologist.
Discussion of this law with other Congressmen discloses that many had little
conception of what an optometrist was qualified to do when the measure came
before the House. Perhaps a clarification of various groups associated with
eye care is in order.
The ophthalmologist is a doctor of medicine who has pursued a postgraduate
course of study in diseases of the eye for from 8 to 5 years. This, with his .
to 4 years of premedical education and his 4 years in medical college, makes a
specialized medical education of from 10 to 12 years.
An optometrist is a nonmedical man who pursues a course of study in an
optometry college, all of which are private institutions, except for the University of California, Ohio State, and Houston. This may consist of 4 or 5 years
of nonmedical education which enables him to refract or fit eyes with glasses,
fit and adjust frames, and give visual training exercises to patients who may
or may not need them. A considerable part of his education in such institutions,
especially the university courses, is made up of the usual elementary college
subjects not applicable to his vocational training.
An optician is a skilled mechanic who, after an apprenticeship, provides
frames and lenses on the prescription of an ophthalmologist. Optometrists
rarely use opticians as they prefer to furnish their patients with glasses, thus
making a sales fee as well as an examination fee.
With this background of knowledge of the ophthalmic profession and the
optometric group, I hope you will give serious consideration to supporting ihe
amendment which we hope to offer, which will provide that the diagnosis of
blindness shall be made by a doctor of medicine skilled in diseases of the eye.
Sincerely yours,
PEGRAM L. M[CCREARY, M. D.
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TRI-PROFESSIONs COMMITTEE FOR TILE STUDY OF SOCIAL SECURITY,
Santa Barbara, Calif., February./, 1956.
STATEMENT ON SOCIAL SECURITY SUBMITTED TO SENATE FINANCE COMMITTEE

As practicing physicians, dentists, and attorneys at law, and as United States
citizens, we are deeply concerned over the implications of H. R. 722.5 and respectfully request that this brief summary of our views be read before the committee
and made a part of the record.
We are strongly opposed to H. R. 7225 for reasons which follow, and urge that
this bill be held in committee until a thorough and impartial study of the whole
structure and philosophy of social security has been made and considered at
length by all our legislators and by the public. Congressmen should not be asked
to vote on any social security bill in an election year.
1. Support of the aged is rightfully the responsibility of family units, cities,
counties, and the individual States, rather than the Federal Government.
2. History shows that social security has been used as a political vote-getting
giveaway program to delude the ignorant and to tax them into dependence upon
a paternalistic government. As a corollary, it has intimidated legislators who
did not approve but dared not oppose.
3. Since there is no contract, social security is not insurance, but inequitable
taxation and the dole.
4. It is actuarily unsound.
5. The inevitable trend (.f social security is toward more comprehensive coverage, increased benefits and higher taxes. H. R. 7225 is a typical example of this.
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6. Federal social security is exceedingly costly. If taxes for this purpose, as in
other countries, eventually take 30 percent of wages, and individuals have to pay
Federal and State income taxes in addition to indirect and local taxes, nothing is
left for savings or insurance.
7. Cash disability benefits at age 50 will not only lead to extensive graft and
malingering, but will mean eventual socialization and demoralization of our
professions. The criteria for certification of disability are impossible to define.
Obviously, this means not only more expensive and poorer quality medical and
dental care, but progressive socialization of our entire economy. We believe the
people do not want this deplorable situation8. The granting of cash disability benefits at age 50 must logically be extended
sooner or later to the disabled at any age. This is the avowed program of the
International Labor Organization for social security from cradle to grave.
Gentlemen, this is socialism.
In view of the above facts, we respectfully urge the following actions:
(i). Keep H. R. 7225 in committee until a thorough, impartial study has been
made and considered by both Houses and our citizens.
(ii) Take social security out of politics. Return it to the original plan of
a simple pension.
(iii) Give our people the facts so they may balance the advantages against the
terrific cost and the socialistic implications.
(iv) Reduce Federal expenditures in accordance with the suggestions of
Senator Byrd and the Hoover Commission. This should permit tax reductions
and give the people more spendable income for savings, investment, and
insurance.
(v) Support by educational or other logical means the rapid extension of
voluntary, catastrophic health and accident insurance of a deductible type.
(vi) In all fairness, give our professions needed tax relief for voluntary
pension savings by supporting legislation like the Jenkins-Keogh bill.
(vii) Work for withdrawal of the United States from the International Labor
Organization. At the very least, no funds should be appropriated for its support.
Respectfully submitted.
Tri-Professions Committee for the Study of Social Security: Granville F. Knight, M. D., Chairman; Benjamin H. Huggins, M. D.;
Arthur E. Wentz, M. D.; Virgil E. Hepp, SI. D.; Walter H.
Pinkham, D. D. S.; Francis Price; Charles S. Stevens, Jr.
Committee members: Lawrence M. Nelson, Walter C. Graham, Harry
E. Henderson, William R. Johnston, John S. McCall, Francis
Price, Jr.
RESOLUTION ADOPTED FEBRUARY 13, 1956, FOR PRESENTATION TO THE SENATE

FINANCE COMMITTEE
SUBJECT: SOCIAL SECURITY

Whereas amendments to the Social Security Act of 1935 have radically
changed the original concept of this measure from that of a temporary pension
to include ever-expanding benefits of a radically different type, and
Whereas there is evidence that such extension is actually unsound and by
excessive taxation above and beyond that now borne by all our citizens will
seriously threaten both our economy and our free enterprise system, and
Whereas the new principle of cash disability benefits embodied in H. R. 7225
is reactionary, contrary to American principles and calculated to lead to cradleto-grave social security, governmental medicine and dentistry and the eventual
socialization of our country, and
Whereas compulsory inclusion in social security has totalitarian aspects
which are repugnant to self-respecting citizens, now therefore be it
Resolved, That we, the members of the Santa Barbara County Medical Society
do hereby strongly oppose H. R. 7225 and any further expansion of social
security. As physicians we emphatically object to compulsory coverage for
ourselves but do favor the Jenkins-Keogh bill permitting voluntary, tax-emept
savings earmarked for retirement, and be it further
Resolved, That we urge prolonged, impartial study of the origins, philosophy,
fiscal soundness and socialistic implications of social security before H. R. 7225
is discharged from your committee.
Respectfully submitted.
RICHARD M/cGovNEY,
President, Santa Barbara County Medical Society, Santa Barbara, Calif.
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ASSOCIATION OF NEW YORK, INC.,

New York 7, N. Y., March 2, 1956.
Hon. HARRY F. BYRD,
Chairman. Finance Committee,
United States Senate, Washington, D. C.
DEAR SENATOR BYRD: When I appeared before the Senate Finance Committee
on February 22, to testify on H. R. 7225, I included in my remarks a section
which related to the need for annual reporting so as to reduce the costs of
operations for business and industry.
My recommendations for annual reporting were directed to the operation
of the law as it affects industry. It has been brought to my attention that
State and local employees are reported on a quarterly basis and this group
of employees is desirous of maintaining reporting on a quarterly basis because
of certain internal problems inherent to this group.
I trust that the record will show that I, as an industry spokesman, did not
wish to disturb the existing procedure presently used for reporting the wages
of Government employees for social security purposes.
My thanks to you for your cooperation.
Sincerely yours,
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WILLIAM ZUCKER,

Director of Studies.
PRINCETON UNIVERSITY,
DEPARTMENT OF ECONOMICS AND SOCIOLOGY,
INDUSTRIAL RELATIONS SECTION,

Princeton,N. J., March 5, 1956.
Mrs. EUjzAI;TH B. SPRIfNGER,
Chief Clerk of Senate Finance Committee,
Senate Office Building, Washington 25, D. C.
DEAR MRS. SPRINGER: Your committee has received so much testimony from
the medical societies and insurance groups in respect to the administrative problems under permanent and total disability programs that I believe the enclosed
statement based on a survey just completed at Princeton will be of interest.
After reading the full report in manuscript, I ask the economist in charge to give
me a brief summary of the relevant findings for immediate transmittal to the
committee.
The full report based on more than a year of work will be off the press late
this month. It is the latest in a series on the administration of company benefit
programs begun at Princeton some years ago. I might say that the reports of
the industrial relations section, which have been issued for 30 years, have never
been questioned as to thoroughness or reliability by either management or labor,
or by any other interested group. While the report deals with company programs, the experience gained thereunder is of marked significance in respect to
the administrative problems in the determination of permanent and total disability under the old age and survivors' insurance program.
I do not know whether it is possible to add the statement to the record of the
hearings or not. I will send you copies of the complete report as soon as it is
off the press.
Yours sincerely,
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J. DOUGLAS BROWN.
SUMMARY OF FINDINGS FROM STUDY OF EXPERIENCE UNDER COMPANY
PERMANENT AND TOTAL DISABILITY RETIREMENT

PLANS FOR

I recently completed a study of disability retirement in industrial pension
plans, to be published shortly by the industrial relations section, Princeton University. In the course of this research we assembled a large amount of data on
the availability, scope, experience, and problems with disability retirement under
company retirement programs. We sent out questionnaires to some 200 companies in many industries and various parts of the country. Furthermore, I had
detailed personal interviews with executives in 25 companies and with many
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labor leaders and pension experts. Among the firms surveyed were some of the
largest industrial concerns in the country and many who are commonly recognized as leaders in the field of industrial relations practices and employee benefits.
In testimony given before the Senate Finance Committee on H. R. 7225, the
following three statements have repeatedly been made by a number of witnesses:
First, Federal disability insurance is unnecessary in view of the existence of
many other benefit programs. Second, disability-insurance programs encourage
malingering. Third, disability-insurance programs give rise to much disagreement and controversy among doctors.
These statements cannot be taken at face value. In our analysis of the experience with industrial benefit plans, information was developed which touches
directly on these three points. A factual evaluation of their validity is therefore possible.
1. Is there a need for a Federal disability insurance program?
It has been said that Federal disability insurance is unnecessary because there
are numerous other programs through which the disabled can receive benefits.
Even if restricted to work-incurred disability cases; i. e., those eligible to receive
workmen's compensation, this statement is but partially true. However, only
about 5 percent of the totally and permanently disabled in the country are in
this category. Our research indicates that the vast majority of others either
have no protection at all or are eligible only for extremely low benefits.
For example, we asked the companies: "What benefits would have been payable to a male employee who became totally and permanently disabled at age 51,
after 15 years of service, with average annual earnings of $4,000, and was retired
December 31, 1953?" Their answers showed that in half of all cases, such an
individual receives no benefits at all under existing company plans. In another
third of the total, he is eligible for $50 per month or less. Only 9 companies
would have paid more than $70 per month.
This evidence speaks for itself. Among individuals covered by the most
favorable and liberal private plans in the country, either no financial protection
is available for the permanently and totally disabled or the monthly payments
are so low as to be insufficient to meet the minimum requirements of a disabled
person with or without family dependents. Other segments of our population
are, of course, in a still less favorable situation. The need for a Federal disability program is clear.
2. Do disability benefit programs encourage malingering?
The experience with industrial pensions shows almost no evidence of malingering. The majority of company executives emphasized that, although they had
initially feared such a trend, it had not materialized.
Analysis of rates of incidence of disability retirement in various companies
supports these statements. In 1953, there were on the average 0.1 disability
cases per thousand workers in the age groups below 50. For those aged 50-54,
55-59, and 60-64 the average rate was 1.8, 5.7, and 10.4 respectively. These rates
are so low that the alleged number of malingerers, even if existent, could not have
been large. Moreover, we found that companies operating well-administered
programs with proper review procedures had even fewer disability cases than
the above averages indicate.
The absence of any serious problem of malingering is hardly surprising.
According to the Bureau of Labor Statistics figures for October 1955 average
weekly earnings in manufacturing were $78.50. It is clear that the disparity
between these normal earnings and any disability benefit is so great that no
sensible person would lose the incentive to get well.
3. How frequent are disagreements among doctors over disability?
Company and union officials were unanimous in stressing the absence of serious
controversy or disagreement in disability decisions.
Our research tended to bear out this view. Where special machinery to
arbitrate possible disputes had been set up, it had only rarely been necessary to
employ it. The experience of one of the country's major companies illustrates
this point: Under their system, disability disputes between union and management doctors are submitted to a neutral medical authority for arbitration. Of
700 actual disability applications, 685 were acted upon without controversy.
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Only 15 had to be submitted to the neutral doctors and even then the issue was
always quickly resolved. In companies where disputes over disability are
settled through the regular grievance procedure, it was rare indeed when more
than 1 or 2 disability grievances were filed in 1 year. The cumulative
evidence led us to conclude that in the plans studied, the determination of permanent and total disability, in actual fact, does not give rise to much controversy.
W. MICHAEL BLUMENTHAL,

MARCH 1, 1956.

Research Associate,
Industrial Relations Section, Princeton University.

(Whereupon at 1: 15 p. i., the hearing was adjourned, to reconvene
at 10:15 a. in., Tuesday, February 28, 1956.)
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