
NOMINATIONS

HEARINGS
BEFORE THE

COMMITTEE ON FINANCE
UNITED STATES SENATE

EIGHTY-SEVENTH CONGRESS
FIRST SESSION

NOMINATIONS OF JOHN M. LEDDY, ASSISTANT SECRETARY
OF THE TREASURY-DESIGNATE; STANLEY S. SURREY,
ASSISTANT SECRETARY OF THE TREASURY-DESIGNATJ!.
ROBERT HUNTINGTON KNMGHT, GENERAL COUNSEL FOR
THE TREASURY-IESIGNATH; BOISFEUILLET JONES, SPE-
CIAL ASSISTANT ON HEALTH AND MEDICAL AFFAIRS TO
THE SECRETARY OF HEALTH, EDUCATION, AND WEI-
FARE-DESIGNATE; THOMAS D°Aj"P AND0° JR., MEMBER,
RENEGOTIATION BOARD-DESIGNATE; AND WILBUR J.
COHEN, ASSISTANT SECRETARY OF HEALTH, EDUCATION,

AND WELFARE-DESIGNATE

MARCH 22 AND 28, 1961

Printed for the use of the Committee on Finmce

U.S. GOVERNMENT PRINTING OFFICE
07614 WASHINGTON : 1961



CO0MM ITTJ;QN FINANCE

1LAR#Y FLOOD. BYBPI Vlndpipt Q~kwan
ROBERT S. KERR, Oklahoma JOHN 1. WILLIAMS, Delaware
RUSSELL & LONG. Louliani FRANK CARLSON4, Xas
GO0ROX A. SUAT488,RS JFlorqds WAIjLACA F. B91JNETT1 UI!Ja
CLINTON P. ANDERSON, Now Mexico JOHN MARSHALL BUTLER, Maryland
PAUL 11. DOUGLAS, flincis 'CAR"16 T. eU JftANebriki
ALBURT OQRI, Tenq~
HERMAN H. TAIMA ;B~, oDogaTAU~9 (l~Ts L~i
EU0ENE 3. McCAATILY, Miraeoia
VANCE. "RtTI.. [pdiaqa,
3. W. FU LBRIOJIT. Arkssu

"LittADXT 3). SMNRMzo, ClIf C~eri

t



CONTENTS

JOHN M. LEDDY To Ba ASSISTANT SECRETARY OF THE TREASURY

Statement -------------------------------------------------- 1
Biographical sketch ----------------------------------------------- 2

STANI.3Y S. SuRnR To BE ASSISTANT SECRETARY OF THlE TREASuRY

Letter of Senator Benjamin A. Smith of Massachusetts ----------------- 6
Statement ------------------------------------------------- 7, 45
Biographical sketch ---------------------------------------------- 7

ROBERT HUNTINGTON KNIT To BE GENERAL COUNSEL FOR TIN
TRASURY

Statement ------------------------------------------------------- 77
Biographical sketch ------------------------------------------ 77

BOISFxUILLET JONES To Ba SPECIAL ASSISTANT ON HEALTH AND
MEDICAL AFFAIRS TO THE SECRETARY OF HEALTH, EDUCATION,
AND WELFARE

Statement of Senator Herman E. Talmadge ------------------------ 80
Statement ------------------------------------------------------- 81
Biographical sketch ----------------------------------------------- 81

THOMAS DALESANDRO, JR., To Ba A MEMBER OF THs RENE0O-
TIATION BOARD

Statement of Senator J. Glenn Beall of Maryland -----------------..--- 82
Statement ----------------------------.------------------------- 82
Biographical sketch ------------------------------------------------- 83

WILBUR J. COHEN To Ba APISTANT SECRETARY Or HEALTH, EDU-
CATION, AND WELFARE

Statement of Senator Pat McNamara of Michigan ------------------ 83
Statement of Senator Philip A. Hart of Michigan --------------------- 83
Statement -- ---------------------------------------------- 84
Biographical sketch ------------------------------------------ 84
Task Force Report on Health and Social Securty-. --------- 8------- 8
Statement of Marjorie Shearon, on behalf of the Ohio Coalition of Pa-

triotio Societies of Ohio, Inc., accompanied by Mrs. Richard D. Young. 129
Letter of Hon. Abraham Rlbicoff, Secretary of Health, Education, and

Welfare ------------------ --------------------------- 223
mr





NOMINATIONS OF JOHN M. LEDDY, ASSISTANT SECRE-
TARY OF THE TREASURY-DESIGNATE; STANLEY S.
SURREY, ASSISTANT SECRETARY OF THE TREAS-
URY-DESIGNATE; ROBERT HUNTINGTON KNIGHT,
GENERAL COUNSEL FOR THE TREASURY-DESIG-
NATE; BOISFEUILLET JONES,. SPECIAL ASSISTANT
ON HEALTH AND MEDICAL AFFAIRS TO THE SECRE-
TARY OF HEALTH, EDUCATION, AND WELFARE-
DESIGNATE; THOMAS J. D'ALESANDRO, JR., MEMBER,
RENEGOTIATION BOARD; AND WILBUR J. COHEN,
ASSISTANT SECRETARY OF HEALTH, EDUCATION,
AND WELFARE-DESIGNATE

WEDNESDAY, MAROH 22, 1961

U.S. SENAT,
oxxrr oN F cB,

Waehington, D.C.
The committee met, pursuant to notice, at 10:25 &~m., in room 2221,

New Senate Office Building, Senator Harry Flood Byrd (chairman)
presiding.

Present: Senators Byrd, Kerr, Anderson, Douglas, Talmadge,
Hartke, Williams, Carlson Bennett, Butler, and Curti.

Also present: Elizabeth b. Springer, chief clerk.
The CHAmmxN. The committee will come to order.
The first nomination before the committee is John M. Leddy of

Virginia, to be Assistant Secretary of the Treasury.
Mr. Leddy, will you come to the table and take a seat?
Do you desire to make a statement, sir ?

ITATBXENT OF JOHN X. LEDDY, NOMINEE TO BE ASSISTANT
SECRETARY OF THE TREASURY

Mr. LDY. Mr. Chairman, I have no prepared statement. I have
submitted to the committee available for the members, a biography.

I might just comment briefly on my background. Since 194f I have
been a career civil servant in the Department of State working in
international economic affairs. Before that, for 3 years, I was in the
Pan American Union in the Division of Financial and Economic
Information.
. For the past 4 tars I have been a special assistant to Secretary

Dillon when he was in the State Department, and in that capacity
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have tended to specialize on international financial and development
problems, and have worked closely with the Department of the
Treasury.

I should add that I am familiar with the conflict-of-interest laws.
I own no stock or other interests in enterprises, and there is no
question of a problem in that regard.

The Cwanmiw. The chairman has received a letter from you with
respect to your biography and holdings which we will insert in the
record.

(The biographical sketch aid the letter referred to follow:)
DZPAS Tr NT Or STATI,

Washington, D.C., January 23, 1901.
non. HARRY A 3~
U.8. B. 4e.

DEAl SERATOR BYRD: In accordance with your request, I am attaching two
copies of a biographical statemt for the information of the Committee on
Finance in its consideration of my qualifications for the post of Assistant Secre-
tarr of the Treasury for International Affairs. I will have additional copies with
me at the time of the hearing.

I should add that I do not own any stocks, securities, or other interest in any
private or Government enterprise, except, of course, savings and checking ac-
counts. The sole family holdings of this kind consist Qf 10 shares of American
Telephone & Telegraph stock owned by my minor son. It the committee desires
a formal certification to this effect, I shall be glad to supply it.

It was a pleasure to meet you the other day and I appreciate having had
the opportunity to do so.

Sincerely,
JOHN 1. LEDDY.

JoN M. LEDDY-BIOORAPIIY

Born: Chicago, Ill., June 29, 1914.
Education: Public schools, Chicago and Miami Beach. Georgetown University,

B.8. in Foreign Service, -041; awarded Delta Sigma P1 Gold Scholarship Key
for highest scholastic standing in graduating class; research and writing at
William L. Clayton Center for International Economic Studies, Fletcher
School of Law and Diplomacy, Medford, Mass., 1954-55.

Government career: Home Owner's Loan Corporation, underclerk, 1934-87;
Pan American Union, assistant and acting chief of division of economic informa-
tion, 1937-41; Department of State, 1941-00 in following capacities: Division
assistant, Trade Agreements, 1941-45; adviser on Commercial Policy, 1945-47;
Associate Chief, Division of U.N. Economic and Social Affairs, 1948-49; Deputy
Director, Office of International Trade Policy, 1949-51 Director, Office of
Economic Defense and Trade PoliCy, 1951-53; Acting Deputy Assistant Secre'
tary for Economic Affairs, 1053; Special Assistant to Assistant Secretary for
Economic Affairg, 1955-57; to Deputy Under Secretary for Economic Affairs,
1957-58; to Under Secretary for Economic Affairs, 1958-59; to Under Secretary,
1959-40.

Participation in bitornatlonal negotiations, conferees, and agreements: Bi-
lateral trade agreements, Peru, Cuba, Mexico, I941-42; United States-United
Kingdom postwar economic planning and settlement of lend-lease, 1943-46; es-
tablishment of General Agreement on Tariffs and Trade and proposal for Inter-
national Trade Organization, 1948-48; conclusion of basic agreements with
Western European countries for execution of European recovery program, 1948;
London discussions on most-favored-natiop treatment for Japan, 1948; vice
chairman and acting head of U.S. delegations to various meetings of contracting
parties of GAT'. 1948-55; negotiation of Agreement for Organization for Trade
Cooperation, 19. 56: Buenos Aires Economic Conference, 1957; NATO meet-
ing of heads of state, 1957; various meetings of U.N. Economic and Social
Council, 147-59; Colombo Plan, Seattle, 1959; establishment of Committee on
Commercial Problems, Development Assistance Group (DAG) and the 0rganiza-
tioin for Economic Cooperation and Development (ORODT, 1960; Act of BogotA
providing for a social development program for Latin America, 1960; meetings
of World Bank and International Monetary Fund, 1957-0; economic assistance
and financial stabilization programs for Poland, France, Turkey, Spain, and
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Yugoslavia, 1057-0; United States-Philipptie exchange rate dtecuasions, 1W 59.
Religion: Epscopalam
Special recognition: State Department nominee for Arthur 3. Flemmiug

Awprd (Young Man of Year), 1948.
Married Louise 'Crkiford of Nashville, Tenn., 1936; one child, Thomas, 18.
Home: McLean, Va.

The CIIAiRB[xn. Are there any questions?
Senator ADERnsoN. What have you been doing with Mr. DillonI
Mr. LEDDY. Pardon, sir?
Senator ANDERSON. What have you been doing for himI
Mr. LEDD. I have been special assistant in.the Department of

State, working with him on international financial problems such as
the Organization for Economic Cooperation and Development, the
International Development Association, the Inter-American Bank,
the Act of Bogotfi, and related questions.

Senator ANDERSON. Is that what you are going to do for him when
you go to the Treasury ?

Mr. LEDDY. No; in the Treasury Department I would be Assistant
Secretary for Internhtional Affairs, which does involve the same prob,-
lens, in a broader field so far as finance is concerned and perhaps less
broad in fields such as trade.

Senator ANxERSON. What is your experience and what has your
experience been in trade?

Mr. LEDDY. Since I came into the State Department I have worked
on international trade agreements for a number of years, and was once
Director of the Office of International Trade there.

Since working for Secretary Dillon, however, I have tended to con:
centrate more on the international developmental and financial prob-
lems, rather than trade policy.

Senator ANDERsoN. Have you had some i1latiknship with GATT?
Mr. LEDDY. Yes, sir;Ipartiipated-
Senator ANDEnSoN. What was that ?
Mr. LEDDY. I participated in the establishment of the Geheral

Agreement on Tariffs and Trade in 194" in Geneva.
Senator AwmI soN. Do you still support it?
Mr. Lminy. Yes, sir; I do.
Senator ARDESON. Congress does not, does it?
Mr. LWnY. Well, GATT has never been submitted to the Congress,

Senator.
It is a trade agreement----
Senator ANDERSON. It there any reason why ?
Mr. LEDY. Yes, sir; because it was a trade agreement entered into

under the authority of the Reciprocal Trade Agreements Act. In
other words, it was an exercise of the President's power, as provided
for in the law. That's why it wAA not submitted to Congress.

GATr, as you know, contains many d-3tailed tariff con.essions on
particular items, and Congress has felt that that sort of detailed tariff
negotiations, io far, at any rate, should be handled through the E!Ocu-
tive.

Senator A"EssoN. You do not think tariffs are part of the con-
gressional function?

Mr. LEor. Yes, I do.
Senator ANDrmsoN. Why wouldn't GATT b sent there?
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Mr. LEDDY. Well because the Congress itself decided this was the
best means of handinit through the Reciprocal Trade Agreements
Act. But obviously Cngres has the basic power, and continues to
have the basic power, over the tariff. This is part of the Constitu-
tion, as I see it, very clearly.

Senator ANDERSO. In order to make GATT effective, it would
have to have some sort of further submission to Congress, would it
not?

Mr. LEDDY. No, sir; I do not believe so.
Senator Azw atsoN. Wouldn't we have to join some special inter-

national organization for it to become effective f
Mr. L. DY. No, sir.
Senator ANDERisoN. We do not
Air. LEDDY. No, sir.
The CHAIRMAN. Any further questions?
Senator WILLIAuS. 1 would like to ask one.
In your capacity as assistant to Secretary Dillon when he was in

the State Department, did you have anything to do with negotiating
these tax conventions such as-

Mr. LEnDY. No, sir; no, I did not.
Senator WILLAMS. Will you in your present capacity have any-

thing to do with that?
Mr. LEDDY. I would say, Senator that I would have a purely ad-

visory capacity in the tax field. That is an area which will fall
largely within the competence of Mr. Surrey, as the proposed as-
sistant secretary in the field of tax policy.

These are the conventions for avoidance of double taxation and
general tax policy affecting our international relations.

Senator WUTuMs. I was not thinking so much of that particular
type of a convention as I was the suggestion that we may get treaties
entered into or tax conventions entered into which would allow as a
tax credit taxes which were assessed but which were waived in for-
eign countries.

In other words, we have established the precedent of allowing as a
foreign tax credit, taxes which are actually not paid. It was similar
to the so-called Pakistan agreement. Are you familiar with that?

Mr. LDnY. Yes, sir; I am. I think you are referring to the so-
called tax sparing provision which was first included, I believe, in
proposed conventions either in the field of double taxation or in the

eld of our friendship, commerce and navigation treaties, I am not
sure which.

Now, that question of tax sparing is a matter which would fall
within Mr. Surrey's jurisdiction, but I might just add we are looking
at this very carefully as a part of the overall problem of taxation
affecting our international relations and affecting our balance of pay-
ments.

To my knowledge, we have not reached a definite conclusion on it
at the moment.

Senator WuLrTus. What is your personal conclusion on that type
of forgiveness of tax ?

Mr. LVMDY. I have favored the principle of tax sparing if, in fact,
it would assist in helping the movement of private funds to under-
developed countries.
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I have recently heard, however, arguments that this not a valid
consideration, because in many cases the tax sparing provision might
well, instead of furthering the flow of private-capital to underde-
veloped countries, it might in some respect deter it.

It, as I say, has been t ie situation that I have heard this argument
recently, and I can only venture a preliminary opinion.

I do feel that, in general, it is desirable to assist or encourage pri-
vate capital in underdeveloped countries-I am not now speaking of
the movement of private capital to Western Europe or Japan, where
there certainly is no further need for anx special.help there, but in
the underdeveloped countries, I think private capital is quite impor-
tant and can help in limiting the extent to which the United States
today has to provide foreign assistance in the form of Government
money.

Senator WIuLAtmS. Then do I understand that you think Mr. Sur-
rey could better answer the question as to what recommendation it
is going to be in connection with that proposal I

Mr. LEn.Y. I cannot speak for Mr. Surrey as to whether he is able
to answer it today. I simply say he has more knowledge about the
subject than I, and will be more directly in charge of it tan I.

TheCTAIRMAN. Any further questions?
Senator TALHAoE. Mr. Chairman, I would like to ask a question,

if no one has any more.
Mr. Leddy, I just want to pursue for a moment the line of question-

ing that Senator Anderson asked you. Do you believe the executive
branch of the Government can, by executive agreement, make an
agreement, which has the force and effect of a treaty

Mr. Lwzy. No, sir; I do not. My comment to Senator Anderson
on that was with respect to international trade agreements.

Those could be entered into by the President which affect our do-
mestia laws only with the explicit concurrence, approval, or extension
of authority by the Congress, because it is the Congress which makes
possible the reciprocal trade agreements program, and in the absence
of that legislation, in. my mind, the President would be powerless to
act under the Constitution.

Senator TAmADQo. You think then the only agreements that could
be made would be under the Reciprocal Trade Agrements Act and
not anything in addition to that, without ratification by the Congress I

Mr. LEDDY. I think that is correct, insofar as any change in the
basic tariff and trade laws.

But I could not myself testify as to what is the exact line of au-
thority of the Executive in all matters affecting international trade
in the absence of a statute
. The reason I say that is I do know that in times past, I think ex-
tending over a period of many years, there have been simple execu-
tive agreements, for example, providing most-favored-nation
treatment which, I believe were entered into independently of an
explicit grant of authority from the Congress, but were fully consist-
ent with the practice and laws of the country.

This is why I wish to qualify that, and I must say to you that I
do not speak as a lawyer or as a constitutional expert I speak sim-
ply froni my experience in dealing with these matters over the years.
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Senitor TAxMAvow You would not favor undertaking to bylass
Wo No, Sir.
Senator TALrAz~a. continuingg). On matters such as tariffs, by en-

t~rig into executive agreements that would bypass the CongressI
Mr. LEDDY. No, sir; not at all.
Senator TxAAJo& You would favor submitting every trade agree.

ment of every kind and character to the Congress for approval, ex-
cept those specifically limited by the Ieciprocal Trade Agreements
Actf

Mr. Lnroy. Yes, sir; insofar as they affected any congremsional
power, this would have to be done and should be done, in my opinion.

Senator TAuKLADQ No further questions.
The CHAnMIrz^. Are there any further questions ?
(No response.)
Tlhe CHAnMA; Thank you very much, Mr. Leddy.
Mr. LEDDY. Thank you, 31r. Chairman.
The CmuRam . The next witness is Mr. Stanley Surrey of Massa-

chusetU to be an assistant Secretary of the Treasury.
I submit for the record a letter from Senator Beijamin A. Smith

II of Massachusetts relating to his nomination:

U.S. SENATE,
CoMMrn ON LABOR AND PUBIxO WELFARE,

March 21,1901.
Eon. HARRY F. BYRan,
Okairrtas, Senate Committ1ee on Finance,
Ncw Senate Off"c Putcding,
Washingtqn, D.O.
I DzAR Ms. CHARAN: It Is a privilege for me to endorse the nomination of
Prof. Stanley 8. Surrey, of Massachusetts, to be Assistant Secretary of the
Treasury. The administration is fortunate to bO able to secure the servIle$ of
Professor Surrey, as he is ope of the outstan4lng authorities on taxatioa !n tieUnited States. "

Professor Surrey began his service with the U.S. Government in 1033. Hebas
had long experience In the Treasury Department, including service in thi posi.
tion of tax legislative oqtnsel fronA 1042 tq47. ! . "

Professor Surrey has taught taxation for many years. -He Is the coauthor of
what is probably the best law school casebook of'taxation in the United States.
As chief reporter of the income tax project of the AmericAn Law Institute hq
has been in continuous contact with the legislative and administrative problems
tn this field. Profesor Surrey brings to this position outtailding qualities of
mind an4 temperament, as wel as the broadest experience we could ask o; an
appointee in this vital field.

I Would appreciate lt if this letter could be rnadp a part of the record Of the
hearing on Professor Surrey's nomination.

Siucerely yours,

The CHAnmAN. Mr. Surrey, will you take a seat, sir, and make yoursti, tement.
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0TAT1XST OF STAN=Y S. OUR.EY, NOUINEE TO BE 11 8 ANT
8IORZTAAY OF THE TILEASUIY

Mr. SummRY. Mr. Chairman, I do not have a prepared statement.
I have submitted to the committee a biogmphy which, I understand,
is available to the members of the committee.

I have also discussed with you the disposition of the stocks and other
securities that I hold.

(The biographical sketch of Mr. Surrey follows:)

BACKOROUND OF 8TAIJXY 8. 8u$-UN=

Born: October 8, 1010: New York City; spent childhood in Denver, Colo.
Family: Married to Dorothy Mooklar, lchmnond, Va.; son, Scott, age 15.
Education: City College of New York, B.S., 1029 (magna eum lauded, Phi Beta

Kappa); Columbia Law School, LL.B., 1932 (Kent scholar, managing editor,
Columbia Law Review).

Career summary: 1932-48, research assistant to Prof. Roswell Magill, Colum-
bia L w School; 1933, attorney, Proskauer Rose & Paskus, New York City;
1033-35, attorney, National Recovery Administration; 1936-37, attorney, Na-
tional Labor Relations Board; 1037-47, U.S. Treasury Department, serving
financially as tax legislative counsel, 1942-47, except for war service; 1947-0, pro.
fessor of law, University of California School of Jurisprudence (Berkeley,
Calif.) ; 1050 to present, professor of law, presently Jeremiah Smith, Jr., profes-
sor of law, Harvard Law School, and director of Harvard Law School inter-
national program in taxation; private practice as consultant to various law firms
and clients,

Professional activities: Member of council, American Bar AssoclaUon section
of taxation, 1958-0; chief reporter, American Law Institute, 1950 to present;
member, Advisory Committee to National Committee on Government Finance,
Brookings Institution; general counsel, King subcommittee of House Ways and
Means Committee,'1951-52; member, American tax mission to Japan. 1949 and
1950; member, Venezuela fiscal survey mission, 1958, 1959; head, Argentina ad-
visory taxjnilsion, 1960; consultant to secretary of treasury, Puerto Rico, 1954;
consultant to Ford Foundation at varlops times, 1948 to present; member of #te
New York, Massachusetts, and U.S. Supreme Court baro; enembership i various
professional organizations.

Writings: Coeditor of "Casebooks In F'edoral Income Taxafton," "Federal
Estate and Gift Taxation and Legislation"; author of articles in various
Journal.

War record: Lieutennt (Jupor gr de), )NP D 1944-40.
Clubs: Harvard Clulb, New York 'liy, Vineyard Haven Yacht Club.

The CiAntm l? Have you filed a0tgtmet on that?
Mr. SuwRRy. Pardon, sir? 4
The CHAIRMAN. Have you filed a statement as to any, wecrities

you may hold?
Mr. SmnI r.: Yes. I have' given you a letter dilating the dis-

position I will make, of those.
The CITA'PWAN," Did you give a brief stateoment--or would you

give a brief statement to the committee-_.
Mr. Swnumr. With respect to Ithat matter?
The Cn4uLIux (continuing). With respect to any securities you

hold, any conflict of interest
A.iSFiEy. I hold securities only in listed omparlies. I have

these in a custodian account with a bank in Cambridge, Masi.
If confirmed, I will advise the custodian not to informed in any

way as to any purchases or sales with respect to that account; the
custodian is to act only on instructions from an investment counseling
firm and not to act on any instructions from me and not to give me any
information whatsoever aS to t h disposition of of these ecurities.
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The result vill- be that I will not know what securities are in this
account. I think that is not necessary under the conflict-of-interest
law, but I think it is an advisable step for me to take.

The CnAIRMAN._ What is the amount of your investment in this?
Mr. Suvnzy. What is the amount of the securities with the cus-

todian?
The CHnARmAN. Yes.
Mr. SunRzy. It comes to about $150,000.
The CIAIRMAN. What is the name of the company?
Mr. SuRREy. These are listed securities, publicly held companies.
Senator BENNrrf. The chairman wants the name of the custodian.
Mr. Suimmy. Cambridge Trust Co., Cambridge, Mass.
The CHAIRMAN. And they make the investments without knowledge

on your part?
Mr. SuRREY. That is correct, sir.
The CIIAIRMAN. Ar. Surrey, you are appointed, as I understand

it, as an Assistant Secretary in charge of tax policies; is that correct?
Mr. SuRRzY. That is correct, sir.
The CHIAIRMAN. To what extent will you make these policies so far

as the Treasury is concerned ?
Mr. SURREY. Insofar as the Treasury Department is concerned, I

will be one of the people to whom the Secretar will look for advice
on tax policies. I will have day-to-day jurisdiction with respect to tax
matters but with respect to major policy, the Secretary, as is Ids fash-
ion, looks to the Under Secretary and other officials of the Treasury
Department for advice as to the final position that the Treasury De-
partment takes. Of course, the final position in the Treasury Depart-
ment will be that of the Secretary.

The CHAIRMAN. Would it be fair to say that you would be the chief
advisor to the Secretary with respect to tax policies ?

Mr. SURREy. I think I will have, as I say, chief responsibility for
this area in that he will look to me for the day-to-day preparation in
the field; yes, sir.

The diR~MAN. Then he will look to you for recommendations?
Mr. Summy. Look to me for initial recommendations with respect

to these matters.
The CHAHIMAN. You were the head of a task force appointed by

President Kennedy, were you not?
Mr. Summr. Yes sir
The CHAIRMAN. Who were the other members of that task force?
Mr. SURREY. The members were Mr. Caplin, who is now Commis-

sioner of Internal Revenue; Mr. DeWind, of New York; Professor
Musgrave, of Johns Hopkins University; and Mr. Norman Ture.
The-latter two are economists, and the first two are lawyers.

The CHAmMAN. When was that report made to the President?
Mr. SuRREY. I think I mailed it to his office on December 31, 1960.
The CHAIRMAN. December 31?
Mr. SURRY . 1960.
The CHARMANL. Did the President ever say to you why lie has not

made it public?
Mr. SuRRzy. No, sir.
The CHATRMAN. Why do you think he has not made it public?
Mr. Sui uy. Well, it is a little difficult for me to speculate. It isa-

it was a confidential report to the Prsident; as I understand it, the
assignmeiit to me was of that nature.
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If I had to speculate on the matter, I would think that the Presi-
dent wanted to discuss these matters with other officials of the Gov-
ernmient and with the Congress in a field as important as taxation..

I think that he probably felt that it would be, perhaps, inapp)ropri-
ate to release a tax report without consultation and without rflection
on the policies advanced.

The CJIAIRMAN. Most of the other task force reports-there have
been quite a number--were they not made public?

Mr. SuRRfj. I think most of them are. I do not think all of them
were, although I am not informed as to that.

The CHAJBMAx. The President has never indicated to you why Ie.
did not make your report public I

Mr. SutaRm. No, sir; he has not.
The CUAIUMAN.. And you have no idea when it will, if it ever will,

be made public?
Mr. Suruuy. No. I think that, in a sense, other events are coining

along which materially lessen any importance with respect to 'this
report. In other words, the President is sending a message in the tax
field to the Congress around the first of April, and that it seems to
me will be a far more important document than the contents of this
report.

The CHA1RMAN. I assume that you consider this to be a personal
report to the President, and it would not be subject to consideration
by this committee?

Mr. SuRRzr. Our task force was asked to report to him on a confi-
dential basis, and the report was submitted in that light.

The CHAIRMAN. Do you think it is a confidential report to the Presi-
dent then? If the committee desired to see the report in order to
determine what they regard as your qualifications for this very im-
portant position, would you feel at liberty to give the report to the
committee?

Mr. SutrREY. I do not think-I would not feel at liberty to give it
since I was asked to submit it to the President-elect.

The CHAnmHAN. You mean the President would have to give his
consent? Could you giw it to the committee if the committee desired
to see your report, wit ( -

Mr. SURREY. I think would, as I say, put me in a somewhat dif-
ficult and embarrassing position in the sense that I was asked to sub-
mit a confidential report to the President,

The oCnIA1AN. Then you regard the report as confidential, and I
assume it could not be maae public by you-,

Air. SuRiUy. Yes.
The CHAItR.N (continuing). Without the approval of the Presi-

dent?
You do not know why he has not made it public?
Mr. Suit'Ey. Well, I think, as I say, if I had to speculate, Mr.

Chairman, it is simply that lie wanted.to discuss these matters with
other officials. There may be some implication that it is a bad report;
I do not think so.

The CThA11MA. I thought most of those reports are made public.
I may be mistaken. Anyway as long as we cannot have that report,
I have some questions to ask as to certain statements that you have
made.
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Now you have contributed to the Harvard Law Review throughout

the ears, have you not IMr. Svmway. Yes, sir.

The Cn ̂ t Aw. 6 n page 1164 of the Harvard Law Review, volume
70, 1957, you say this:

The question "Who speaks for tax equity and tax fairness?" Is answered today
largely In terms of only the Treasury Department. If that Department falls to
respond, then tax fairness has no chawpiIou before the Oongres.

Do you think that is an accurate statement?
Mr. Svium Y. Well, I was referring, of course, not to the Congress

itself, and not to te committees of tie Congress, and I do not want
that implication-I do not think that implicatl on Should be put in that
statement.

What I had in mind, I think, in writing that at the time, was that,
generally speaking, the hearings before committees consist of witnesses
who are advancing matters which they think are desirable and, of
course, which they think are proper, in matters Of tax policy and
which, if adopted by- tle Congress, would be favorable ov.ra1l.

The aspect Of an objective appraisal of thee matters, I tljinkt falls
upon the Treauitt D6part'mn; r have always assumed that 14 tho
responsibility-of the Treasury Pepartment.

Ti'he CUARM~~~A . you gon to saythat.
A Treasury Department that contents itself with explaining the issues and

then solemnly declarlnrg the matter to be one for the policy 4terminaton of the
Congremb abdiates its responsibility.

I tholglt that Congress, under the Constitution, md the respon-
sibility w solo responsbility, for the enaotaunt of tax legislation.

Mr. AuT3Y. There is no question about that, '
Tho 6,4niRAN. WhA do you mean by-.,

explaining the issues and then solemnly declaring the matter to be On6 to the
pOli~y detsrmination of the Congress abdicates Its responsIbility. *

Mr. SuRREY. I do not think there is any question, sir, that tis
th responsibility of the Congress to enact tax legislation, What I
had in mind was---.

The CHAIRMAN. It is the e irresponsibility of Congress, is it not I
.Mr. vamr. The sole responsibility; yes, sir. But what I had in

mind--
The CImtmnAN. The Treasur. can recommend to Conress, but the

. Mgress has e sole resposibility to enact the legislation.
Mr. Su~mmy. What I had inx mind, air, *as that I thought it Was

incumbent upon the Trea ury, in aiding the CoN .es in weAching Its
decision, the Treasury coUld indicate its poit of view of .h* t is
desirable or undesirable policy, recognizig tht the sole responsibility
for decision in enacting the lialation is he(e ogress

The CnA rA..Y6uV Wuld6 t app rove df ant for e o undue
influmnts on the pert df &oe ThaStiry Department or of the adminis-
tration to oompel Congke to enact leglslatlxh, fi the way 6f taxSe
would you I

. MAThe OruM . I do nt exactly utdetatd what you intended t
MaY there,

x bm"co"



You say this, which you might explain:
He [the Congressman) wilt invariably interPret ,,4,ter s pit that

the matter Is one for his own policy decision as a victory t01 the 6e1* er '0i the
special provision.
WWm d6 yOu MOA. d le Yhnkht I 'Mr. SuMMY. Well, Ithink what I meant by that was this and I my.Y

be completely wrong in the analysis of the situation because obviously
that was based upon prior experience in representing the Treasury, atid
the officials in ti administrative branch are not privy to the decisions
of the committee itself..

But my general impression at that time was that the oommiittee did
desire to hear the view of the Treasury. with respect to polices on
these matters, and if the Treasury had nO policy formulation one way
or another, it seemed to me-I may be wrong on that--that was under.
stood b' the committees to indicate that there Was no basio objection
by the Trea=sury Depa tcrth, .. o a-,

Now, if I am g in tht ad atb g~ misunderstoodw th &+'
actions of thile mmif1eo then it is simply , isund6rstanding.-W to
the reaction if theI ,

Ihad t Ilmpresibn that -YeV,4iriE tetment of th d was made by
the T ury Dep Wait L it\Was,theai understood b the Aommitt
as toi icatethere wsn basii) objeetio to the proptl,
Th CHAutm . Bit ouin a~there; aid you, sa : .tInvariably

inter retu Tr sury ta warialy the COig ,if the
Treu.y stW.ti:a e, the is f-th Inia
ion nd decision of thema itsa viory for t e seeke, ofthe pcalprovision. ot ibrwo Ifishiorests are costmlling
the Cngress az1 d~u~~ bDhad/'

ngbj, o I f hat atall) mr.
M, twa Ai 10fmahtaWea a r ~P'i008

of halation s "*a to tl eI Co iat i ury. mdi'
it had n4 poi o eSw.a e thertbi. insofa sitfatir&

ticul r provision as cone re option ythe Tf w-
ury ed artmen s enact in t.ii o /
low if the matter Oi.ormall. one.nKt ay, a sial tecmicalmattergen in the g'eralnature of thmgs, of not; always, if

thereis n ection b ytl w-- r Departmen th that would
indicate thm here was nothing p axticulapry wr With the provision
andtbeifore ,'nclinationf I would u0m by and larg*--and
this is -nly, a geni aon-as ,that i IOvsin will be approve,

The CH .^jw A. It indicatef, hoWetr, there that you. do not hav
ave ryhighopinionoftheCo ,, ,1, ,, : I rP '" -,

M& SUMY. Sir, thfat is,' I2 ahn impliontion whiem is. wkoh
am sorry that you reach it from that wril becau let me Just gay,4
ward on that, :Ihave, taught for a number of years a; couf. on legis-
h1tU'rn ,in4tho law, school The overall, effort of that course- is to make
the hwyer awareof, the importance inhis ptofedsional life of relatiotis
,th,congrow and of the gr t sigifioancw.in, this ¢mtry, oftb
Congress of the United States as a democratic institution) andit Uimy feeling thatif lawyeroi4're note twar of how this nutitton
operated ayad kniw how 46 ooopfrat with it, and! work, with it, and
understood its results, the legal profession would be far better oiL



The whole thrust of this course is the importance, capability, and
signiflcance of the Congress of the United States.

'The CnIAIMAX. Then you go on to say that:
Perhaps the most significant aspect of the consideration of special tax pro-

visions by the Congress is that it usually takes place without any awareness of
these events by the general public. Almost entirely, these matters lie outside
of the public's game, outside the voter's knowledge. The special provisions which
are enacted lie protected in the mysterious complex statutory jargon of the
tax law.

That would indicate it seems to me, that you do not have faith in
the two committees of congress, especially the Ways and Means Com-
mittee and the Finance Committee, in acting in regard to these mat-
ters and with the full knowledge of the facts.

Mr. SURREX. If I recall, I think there is a passage in that article
which-

Senator BRNNmnr. Mr. Chairman, I have a copy of the alicle. If
Mr. Surrey would like to refresh his memory I think he might have
the article before him. Would you like it

Mr. Sunniy. Well, yes, sir.
This was written some time ago, and I am not sure-
The CIAIRMAN. The inference there seems clear to me that you

think that some of these things are sneaked through without the
knowledge of the Members of Congress or anyone else.

Senator KERR. Or maybe with their cooperation.
Mr. Siumny. No. I think, again, that is the wrong inference, and

it jist indicates the difficulties of expression in this area.
my-

The CJIAIRMAx. Before you answer, here is another statement you
made. Perhaps you can answer both together:

Hence the Congressman favoring these special provisions has for the most
part no accounting to make to the voters for his action. He is thereby much
freer to lend a helping hand here and there to a group which has won his sym-
pfrthy or which is pressing him for results.

That is on page 1157 of your statement.
Mr. Stirear. The point, I think, I wanted to indicate was this:

It is, and I am sure it is said inthe article, and if I had time I would
flid it, it is amazing to me, given the very difficult pressures that are
brought to bear on the committees of Congres in this field, how well
our tax law stands up in relation to the laws of other countries.

In other words I think I am aware of this, but you gentlemen anr
far more aware than I am, of the great pressures that are brought
to bear on the committee, not in a sense of undue pressure, but simply
inthe vast amount of proposed legislation. The number of tax bills
far exceeds, as I understand it, any other type of legislation.

This is an enormous mass of material Which has to be gone through
by the top committees of Congress.

What I had in mind is that inevitably every particular provision
cannot be scanned with'care, and I would suppose generally speaking,
if tlere is no particular disagreement between the Treasury and the
proponent of legislation then by and large, that legislation is looked
upon satisfactorily.r

The Ch!AIRVf . Do you think the Treasury Department is more
competent to desl fairly and justly in- these' tax mtitters than the
ColSre§ O, s I.

Mr. SujuiPr. No, sir.

12 NOMINATIONS
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Tite CHAIRMAN. Well, you indicate that in what you have said.
Mr. SuRREY. No. In my own experience, looking back, I have

seen a number of situations where, due to inadequate analysis of the
matter by the Treasury departmentt, I think mistakes were made in
legislation. Those mistakes were, as I say, the fault of the Treasury
Department and not the fault of the committees of the Congress.
But the committees tend to rely on the Treasury Depaltment and I
indicated it was very difficult to appraise the signflcance of the pro.
posals that are presented to the committee.

The CHAIRMAN. Your statement carries the clear implication that
certain tax matters are sneaked through without the knowledge of
the public, without tie knowledge, apparently by any in the Congress.

Have you got one single instance to justify tkat statement ?
Mr. SulRFY. I don't think "sneaked through" would be the term.
The CiIAIAx. That is what you say. I will read it again. You

do not use the word "sneak" but you say:
Perhaps the most significant aspect of the consideration of special tax provi.

sons by the Congress Is that, it usually takes place without any awareness of
these events by the general public. Almost entirely, these matters He outside
of the public's gaze, outside the voter's knowledge-
and so forth.

Mr. SuRRPY. This was a statement I was looking for, Senator.
The CHATRMN. Deal with this statement, the question that I have

asked you. If it will help you find it,.it is on page 11T5. You have
evidently written a great deal about tax laws, and you probably say
one thing one time and another thing another time. But I want
your answer with respect to this statement.

Mr. SURREY. No. I think I could give an illustration. I rmem-
ber when I was in the Treasury Department, the question came up as
to the appropriate treatment for lump-siun terminations in connection
with pension plans.

At the time there was'only a very short period of time to analyze
that proposition. It came up in connection with a pension plan that
only paid out amounts in lu~np sums to employees who were largely
nontaxable and, if taxable, in very low brackets.

In a ver'y short space of time we attempted to analyze it, and we
5iformned the Congres& that a proper solution to this would be to
give it capital gains treatment.

I think that was an inadequate decision on the part. of the Treasury,
which was adopted by the Congress-

Trhe CIAIRMAN. Mr. Surrey, if you will pardon me, I would like to
conduct this interrogation in an orderly way. I am coming to these
other matters. % h a

I want you to answer the question I have askedyou.
Senator ANDinsON. Mr. Chairman, could he finish that. statement

in just a second and tell us, would you he.ve been in favor of confiscat-
ing these Pension plan fund,.f r. SuRRE M. NO$ ..

'Senator ANDERsoN. That is what you would have to do. There is
no alternative. If you are not going to give it on a capital gains basis,
and a man retires and wants to draw it all, and it is all treated as
ordinary income, it will be confiscated or 80 percent of it might be,
and are you in favor of confiscation there?

67514-01-2



Mr. SURuEr. No, sir. That would be an inadequate solution. I
think-

Senator A~witsox. Well, we call it capital gains.
Mr. Suwauy. What I was going to say, Senator, was, I think at that

time if we had more time, if we had studied the magnitude of the
problein, we would have suggested alternatives to the Congress, such
as averaging the payment. over the person's lifetime, perhaps.

Senator A nV.asox. I apologize to the chairman.
Mr. SURREY. By averaging it over his lifetime which would have

removed the distinct impediment of the bunching in 1 year.
Now, in that situation, no one had an opportunity to reflect on it.

It was done very quickly and, as a result of that provision, a particular
phase of the law has developed.

It was inadequately considered by the Treasury Department, with
no opplrtunity for comment. Whether that was a wise thing or not,
I think is debatable toda

Semtor ANDERSON. Was it your idea that the Congress should
never have considered this?

Mr. Sunny. In thatparticular instance-
Senator ANnRsON. Never mind that instance. It has been before

the conmnittea, and I am sure I am not wrong on that, we have con-
sidered this round after round. It is not just by an ill-considered
and univise technical decision. It is by action of the Congress of the
United States, repeated action. _.

Mr. Strunniy. Yes. At that particular time it was not given consid-
ration; the Trasury had proposed a solution and it was a lopted with-
out objection.

Senator ANDERSON. But when people objected to it, it was re-
viewed by the Congress.

Mr. SRREY. That is correct.
Senator ANDERSON. And the Congress approved it. You believe

in majority rule, do you not?
Mr. SuntEr. Certainly.
Senator AwsoN. What is wrong with it,. then with the majority

voting for it? Why can't you accept a decision of the Congress?
Mr. SURREY. No. What I am trying to indicate, Senator, is that

after the treatment had been placed into the law initially, then you
have, I think, a different set of affairs. It would be somewhat dis-
turbing to change the practice.

What I was concerned about was the initial decision. I think
perhaps a number of persons would have thought, on reflection, that
an averaging decision should have been considered at the time. At
the time, however, there was no time to analyze the matter.

Senator ANDER8Ot.- I was going to say to you, and I apologize
to-the chairman for breaking in when I should not have'done it, but
I just want to say to you that I axi one who reacted more violently
than you did to this idea. I thought this was terible because in
some instances, some people got very advantageous treatment. But
if you do not apply it thut way, When you get down t6 the people
who need some money to' particular tse, because of my a"ivity
in anot r 'field, I Wiff nt s&y for, hospital expenses or decor bills,
but it, by oni ' wn '& they nteed some m6ney aid they have to with,
draw their pension funds inr cah, yqd vitWtuly onftstAte t . and I
know no way of getting around that.

N~bUATIONqS
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We considered alternative matters. The committee considered
various things you might do, and I just do not believe you should say
it was ill considered, because we spent a lot of time on it. We do
not have too much time, but nearly always we have a couple of com-
inittee meetings every morning.

Mr. SURREY. I am not saying it was ill considered later on, Senator.
I think you misunderstood me.

Senator KXRR. I wonder if I might interrupt. His statement was
that it was ill considered by the Treasmury.

Senator ANDMSON. That was back in the Eisenhower administra-
tion?

Mr. SuRmmY. No. This was back in 1942.
Senator ANDERSON. Then I am sur6 it was not ill considered.

[Laughter.]
Mr. Suinwy. Can I read the statement I had in mind, Mr. Chair-

man l
The development of a proper tai structure for an economy as large and as

complex as ours is a task of the first magnitude.
Given the dimensions of the task and. the political arena in *htch it must

be undertaken, the Congress has performed the essential work successfully.
It has shown remarkable collective wisdom in shaping our Federal tax struc-

.ture, and its accomplishments in tbis field may be measured favorably against
the tax systems of other countries.

The CnAIRMAN. I still have not got an answer to my question. I
want to read another statement you made, and I thihk it is Ai reflection
upon the Congress. You say:

Hence the Congressman favoring the special provisions has for the most
part no accounting to make to the voters for his action. He is thereby much
freer to lend e helping hand here and there to a group which has won his sym-
pathy or which is pressing him for results.

That is a reflection upon the Congress. It says we are not doing
-our duty here.

Then you go on and you seem to suggest that the executive branch
has greater power and influence, because on page 1.182 you say:

It is suggested that the executive branch take affirmative action to attack fhe
problem through a strong program led by the President or the Secretary of
the Treasury designed to focus public tonsiderdtion on special provisions and
their interaction with the rate structure

I assume you make that statement because you think the Congress
has not focused the attention on it.

The Treasury's tax officials and technicians dhouid engage in intensive e.
search on these matters and the results of their studies should be made public.

Let me now say that T hope the results of youe Atudie, as the head
of this task force, will be made public,t and'I hope you iui-ige the
President to make it public, and if you feel at any time you are at
liberty to accede to a request of the Senate Finance Committee to
make it public, I would like youto let me kinow so that we can nake

* that request.
Mr. SumuY. I will'be glad to do so.'
The COAIMAN. Then you go onto say:q • :
In the Congress, cosideration should be given to, ehanges I, the methods

of obtaining information on tax problems--
et cetera.

Now we will pass on to some other matters.
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As I understand it, you favor the taxation of tax-exempt interest
on State and local bonds, and so forth; is that correctI

Mr. SUMEY. In testimony before Mir. Mills in the House Ways and
Means Committee, as a private citizen, I indicated that I thought
that would be a desirable step.

The CHAITRAN. Is that your position now as Assistant Secretary
of the Treasury ?

Mr. Sunzy. I do think, Mr. Chairman that a person who changes
his role from a private citizen to that ol a Government official, has
an obligation to consider all problems in a, fresh context.

Senator KERR. In what?
Mr. Su FuY. In a fresh context.
Senator WnLuTAms. Does it mean that you should be a puppet and

not exercise your ova opinion?
Mr. SuRniY. I beg pardon, sir ?
Senator WLLIAMS. Does that mean he should be a puppet and not

exercise his own opinion 1
Mr. Sumsy. No, sir; by no means. I think it does-
Senator Wuwuuts. Let me read what lie said in connection with

tax-exempt interest. In connection with that you stated:
This exclusion is indefensible from the standpoint of income tax policy.

Do you still feel that way about it?
Mr. SuIEY. Could I just make a general statement and then an-

swer this particular question, because I think I would put it this
s a professor and as a private citizen, one attempts to get all the

information he can with respect to a particular matter. He does
not work in a vacuum, and he does attempt to get the information he
can. But he is necessarily limited in what he can do.

As a public official, he has access to a great, much greater, mass of
information, both solicited and unsolicited.

This information can either confirm his views or it can alter his
views. He also bears responsibility, with a number of other officials,
to make recommendations.

Now in this particular area of tax-exempt securities, I would like
to explore as far as I could the effect of this upon municipalities and
their financing, and on the States to see whether initially my views
would be confirmed or would be changed as a result of the information.

At the moment I certainly think that the subject of tax-exempt
securities is one oi t~he matters that should be reexamined in any pro-
gram of tax reform.

The CHAM AN. Your line of thinking appears to be that should
thisilaw be'repealed that you would grant some subsidies of some kind
to the States, because you say this:

It this interest were :taxable today and the Federal Government desired to
grant assistance to the States and local-government units with respect to their
borrowings it is inconceivable that a plan which meant giving a tax windfall
to the wealthy would be adopted. Yet tax history has produced such a plan,
and the wealthy are its undeserving third party beneficiaries.

Is it your idea that, if this tax exemption were repealed, the Fed-
eral Government would give subsidies to the States, a indicated by
this statement?
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Mr. SumitzY. I would think consideration would have to be given
to that aspect in any consideration of the repeal of the exemption be.
cause of tihe fact that, I gather, statistics do indicate that here is some
lower margin of interest attained by States and municipalities. How
much is uncertain.

There is some lower margin of interest, and it may be advisable,
as a matter of Fedoral-State relations, to consider leaving with the
States and municipalities that present advantage.

The CH01aMAN. Haveyou changed your mind on it or, as an indi-
vidual, do you still favor the repeal of the tax-exempt interest?

Mr. SunmizY. As an individual I would favor that.
The CHAIRMAN. And that is your firm conscientious judgment, is

it not?
Mr. SURREY. Based on the information I then had.
The CITAIMAN. Isn't it your duty then, if it is your conscientious

judgment as a tax expert, which I concede you are, that you should
make that recommendation to Secretary Dillon ?

Mr. Sunury. No, sir; I do not think it is incumbent upon me to make
that recommendation to Secretary Dillon now.

I think I would say if the Secretary were to ask me about the matter,
that this is an area in which I thifik we should examine the conse-
quences of this change to see what the problems would be, to discuss
it with State and local governments.

The CHnmAN. In other words, you feel when you first formed
this conclusion that you did not consider the whole field of results
incident to repeal?

Mr. SUnREY. I considered it to the extent of the information I then
had.

The CHAmRMAN. Don't you have as much information as anyone
could get ? You are an expert on tax policies.

Mr. Sunnmy. Mr. Chairman, the amount of information I have
gotten in the last month on tax matters far exceeds the amount of in-
oimation I got in 2 or 3 years as a professor.
The CHAIRMAN. I thought you had been heralded all around the

country for a long time as being a greattax expert, and you were put
at the head of the tax policy by the President, at the head of the task
force.

Now another question-
Senator BENNmET. Mr. Chairman, before you leave that, may I ask

a question?
The CHAmnrAx. Senator Bennett.
Senator BE.rNmr. You have been a private citizen, but you also

have been a professor of taxation. Did you teach your classes that
the principle of tax exempt interest should be eliminated?

Mr. SuRREY. I attempted, in teaching my classes, to discuss with
them the pros and cons of every particular subject so that they could
form an independent conclusion. on the matter.

If they desired to know what myparticular view was on the mat-
ter, I gave them my view. But I did not want to give them my view
unless I had first given them the pros and cons of the matter, so they
could make up their minds for themselves.

Senator BENzET-. Now you find yourself in a position where you
have got to face the pros and cons.
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Afr. Suimisr. That is correct; and I tried to indicate that I wanted
carefully to 1e the pros and cons.

In other words, I would think in a matter of this nature before the
Tr sury Department, before I mado my rveoinmendations before Imade arty recommendations, I would like to consult with State and
local oticia)p, I would like to consult with exports who handle Gov-
ernment securities, investment liOuseS, and a wide variety of per-
sons in and out of the Glovernment to seo, in the final analysis, whether
this sohtuion whiolt history,.I think, hlq givola us, is the wiset solu-
tion under all circumstaces or whctlir there

Senator WiuiLifs. In other words, there is 4 possibility that you
may have gone off halfcocked when you made the statement.

Mr. SURREY. No, I do not think so, Senator.
Senator WILLytAMS. If you knew all the facts and had all the in-

formation, why 4id -you sud4plcp change your mind when you came
before this committee

Mr. SuRfEY. I have not ohnged my mind.
1Senator WU1 WM sAM. Oh. Then you still are of the opinion that the

tax exclusion is indefesible from the standpoint of income tax
policy I

Mr. Sxmnzr. That is correct.
Senator Wirum~m. You still think it is indefensible?
Mr. StmEv. I want to say-
Senator Wu.Luts. I thought you were getting away from that.
Mr. SURREY. I want to say my mind is not closed on any of these

matters and if I can be shown that I am wrong thn I think it is
obviously my responisibility to change my iews. But it well may be,
and I think it might be in this, that my views might be confirmed.

The CHARMAl . Senator Anderson?
Senator ANDERSON. If I understood the chairman correctly, he read

some language that you regarded this not only as indefensible, but
As " tax windfal! to the wealthy.

Mr. SURREY. That is correct.
Senator ANDEFJMW.. Has it occurred to you that thi§ might be done

in order to permit cities and States to take care of their own financ-

ir." SU REY. Well, I think that is the basic reason for the exemp-
tion today.

Senator AwmasoN. Do you know whether the exemption flls only
on the wealthy, or whether more of it goes to foundations?

Mr. SURREY. Well, to the extent~tat individual owners hld tax .

exempt securities.
Senator ANmsox, But which group is the largest holder of the

State and municipal bonds?
Mr. SURREY. I do not have the figures at my fingertip. They are

obviously held by financial institutions, foundations, colleges, and the
like.

Senator AxnRsox, If they are held by financial institutions, banks
which have large lists of stokhololers, it, is not necessarily to the--
primxily to the wealthy, is i ' it?Mr. SmmRY. No, it is primarily to the larger corporations, I would

SenaforANDERmBs. Yes. And,you were living in New York; have
you consulted the municipal officials in New York as to what taking
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away the tax exemptio. from municipal bonds would mean ta that
munici pality I

Mr. Summy. Well, I think that is the problem, senator. 1, tried to
pub the question this way:

Assuming that we never had this exemption, for- the moment let us
assume we never Id it, and the issue came up as to low we could
assist States and municipalities to meet their financial diffculties, the
question is would the Congrm today adopt as a method, of aidn g
municipalities an exemption for State and local securities? Now on
that I have doubts whether the Congress tod.y would have chosen
this route.

Now, it is a route which history has given us and, therefore has
to be viewed in that perspective I doubt if we view t! e matter afresh
we could have chosen this particular way to give assistance to States
and municipalities.

Senator ANDERsoN. When this matter as ever come before the
Congress, you should see what comes into a ma's mail from the
municipalities, from the school districts. By your route, you would
cut off a schoolroom every once in a while from, the schools because
you would raise the interest rates so high they would only have a
limited number of schoolrooms, rather than a larger number, and
those arguments are compelling, and I do not regard it as a tax wind-
fall to the wealthy.

That is all I wanted to say.
Mr. SunREY. Could I just say in reply to Senator Byrd, I thought

if this provision were adopted, it would have to be coupled with some
nechatism that would give direct aid to States and municipalities to
offset any detrimental effect with respect to their borrowing.

Senator AND RSON. Yes. But these school districts that I speak of
are local school districts.

Now you have found in the little bit. that you have been here how
lard it is to get through Governmewt aid to education.

Wouldn't it be harder to get through a Government subsidy, be-
cause they would have to pay higher rates than somebody else bad
to pay? .. ..

Mr. Summx. I would not have thought this in connection with
the legislation itself. I had assumed as part of-in writing tblt
stakeme - -as part of; the repeal of the exemption thpre would be
coupled with it at the same time a method of providilg direaassistance.

The difficulty today is that the loss to tlie Federal Government in
tax revenues results in only about-I think the figures are, and I
would like to check thi*-one-third of that, loss going to Stats and
local governments.

In other words, that the States and local governments and school
districts are benefited only to the extent of about one-third I believe,
or two-fifths, something like that, of the overall revenue loss to tie
Federal Government from the exemption itself.

So that it is in that sense, if you are directly interested in the
exemption as giving aid to States and school districts, a rather inT
efficient method of doing it, and my suggestion was that this was in-
defensible as a ipethod of accomplishing this, and that other mieth-
ods would seem to me far more appropriate..
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Senator TAJTMADF.. Would the Senator yield at that point?
Senator ANDrION. Yes.
Senator TALMADOR. My recollection of the caAa of , arbuiyv. Madi.

son is somewhat hazy, but didn't the Supreme Court at that time rule
that the Federal Government could not tax State governments, or
Something to that effect? Isn't there a constitutional prohibition
against the Federal Government taxing obligations of States and
municipalities? Wouldn't you have to amend the Constitution to
do what you advocate ?

Mr. SURREY. I would suppose that there would be on this point,
perhaps, some difference of opinion among lawyers.

The Department of Justice is On record, a number of years back
in the forties I believe, with an opinion that it would be constitu-
tional to tax, for the Federal Government to tax, the obligations of
State and local governments.

Senator TAJtADOE. Didn't Chief Justice Marshall in that famous
landmark case hold to the contraryl That is my recollection. I
have not read that decision for many years, and I may be somewhat
hazy on it, but didn't he say othervise?

Mr. SuRnny. Well, I do not believe that, as I say-the Department
of Justice did not so interpret it, and the Supreme Court has held
that the Federal Government can tax the salaries of State and local
officials.

Senator TALMAD0F. But the salaries are personal income. The
obligation is of the State or the municipality or the county itself. It
is totally different. There is a distinction between my personal income
as a U.S. Senator or the income from the State of Georgia, which is
a salary, and the bonds of a State of this country, like Geor ia or a
bond of a municipality or county in Georgia. They are entirely
different.

Mr. SURREY. I think because of the views you indicate that cer-
tainly if it were changed, if the Congress were to enact such a law,
it would go to the Supreme Court for a test.

I suppose the Government would argue that the tax is on the in-
come of the particular bondholder; in other words, it is a tax on his
interest in the same manner that in the salary cases the tax was on
the employees salary, and that would be the Government's argument
basically before the Supreme Court. Plus, I suppose, the Govern-
ment would also rest upon the 16th amendment to the Constitution
as indicating if there was any other inhibition in the Constitution,
it was removed by the 16th amendment.

But I think I would agree with you to this extent, certainly, that
this would be a matter that ultimately would be taken-t6ihe Supreme
Court..

Senator TALMADGEI. Well, didn't John Marshall further say that
the power to tax is the power to destroy, and if you 'gave the Federal
Government the power to tax the obligations of each of the 50 States
and their counties and municipalities, that it would vest a great power
to destroy those particular entities of government in the Federal
Government?

Mr. SU-RPY. That is one view. I suppose the other view would be
the statement, to borrow in a way from Justice Holmes, that the
power to tax is not the power to destroy as long as the Congress sits,
and I would subscribe to that view.
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Senator KERn. Didn't Holmes say it wouldn't be the power to de.
stroy if the Treasury did it ?

Mr. SuRREY. No, sir. I would subscribe to the viewpoint as long
as the Congress sits.

Senator KEIW. A while ago you were defending your criticism of
legislation on the ground that it was the result of an ill-considered
action of the Treasury,

Mr. Summuy. I think that that ill-considered action of the Treasury
at that time gave the Congress insufficient advice for the Congress to
make its decision.

Senator KER. Well, did you ever contemplate the possibility that
Congress was capable of making a decision on the tax law even with.
out the heaven-sent advice of the Treasur I

Mr. Sumnn. I think, Senator, that Jlero is no question about it
If there is sufficient time-if there is sufficient time-

Senator KI an. Who should be the judge of that.
Mr. SunREY. I suppose in the ultimate analysis the Congress.
Senator Kn. Is it a violent effort for you to indulge in that

suppositionI
Mr. SuRREY. I would, on that I would, rest on your judgment. In

other words, if you feel that on all these matters there is sufficient
time, there is not any quarrel between you and me.

Senator IERR. It is an obligation and the responsibility is fixed
by the Constitution, is it not?

Mr. SuRReY. That is correct.
Senator IKimiR. There is no disagreement on that point by the Jus-

tice Department?
Mr. SummY. I suppose, I had always been viewing it in this light:

That my prior experience indicated the great mass of legislative ma-
terial that comes from congressional committees it is appalling to me
how much there is. We got some of it in the Treasury Department
when we are requested to send up our statements on reports, and I
can just see the mass of work we have in carrying that out; and my
feeling is that unless we are alert and everybody is alert, there is so
much of this that at times a provision may not get the consideration
given to it that it deserves. That happens in he executive depart-
ments, and I had thought it could happen in the Congress.

Senator KERR. I apologize to the Senator from Georgia. I presumed
he was going to get around to the decision which I understood was
one that was decided by the Supreme Court after the position sub-
mitted by the Government that the Congress did have the right to,
as I understand it, tax incomes, is that fight; and then the Polloow
decision, I think, held that taxation of tlat income which was de-
rived from municipals was unconstitutional, as I remember, so that
there is a much more recent decision.

Senator TALMADGE. That is correct. I merely went back to what
I thought was the original decision establishing the basis of taxation
by one division of the Government over the other.

I am not familiar with the decision that the Senator points out, but
it is my recollection that the Supreme Court handed down a very firm
decision that it would be unconstitutional to tax the obligations of
States or municipalities.
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Senator KEnR. Didn't they set aside an income tax law by the Con.
gross in the Pollock decision?

Mr. SumRiWW Pollock.
Senator Krmn. Pollock.
Mr. Sumvr. The Pollock decision.
Senator Kixn. Isn't that what the Supreme Court held ?
Mr. SuRimy. Yes. That was one of the decision which set aside

the income tax act prior to the 10th amendment.
Now, one of the controversies in this area, tflat is, one of the points

that would arise necessarily in any Government brief on the question
would be whether the 16th amendment removed the result of that de-
cision. That was a decision which, in a sense, provoked, which
brought about, the 16th amendment.

Senator KMtR. But as a result of the 16th amendment, Congress has
.enacted the income tax solely on income which did not include the in-
-come on municipals or State bonds, has it notI

Mr. SuRptY. Yes, sir. But I think the opinion of the Department
.of Justice that was given to the Congress was-that this -Was a statutory
-exclusion and not a constitutional requirement.

Now as I say, I think the result of any change would be a lawsuit
in the U.S. Supreme Court, and if I had to hazard a guess, I thind
most lawyers would feel that the Government would win that de-
.cision, would win that lawsuit.

Senator KERR. I think that is a little broad statement. I am not at
all doubting that you believe that, but when you say the opinion of most
lawyers---

Mr. Suwaiy. As I say, it is a guess on my part. The Supreme Court,
in the light of its prior decisions, would sustain this action by Con-
gress if the Congress were to take that action.

The CHAtRMAN. I have several more questions. I was puzzled by
your recommendation headed, "Home Owner. 4iip."

Another preference that has become built in through default is the exclusion
Irow income tax coverage of the imputed income on owner-occupied homes. The
-estimated amount of this income is 84 billion.

Do you mean then that an individual who builds a home would
have to consider, make somdkstimate, of the rental value of that home,
so to speak, and include that in his income tax ?

Mr. Sumumy. I did not recommend that, sir.
The CHRARMAN. Well, you made the statement here that:
Another preference that has become built in through default is the exclusion

from income tax coverage of the imputed income on owner-occUpied homes. The
The estimated amount of this income is $4 billion.

Why did you make this statement if you did not believe that the
rent of a man who builds his own home should be included in his
income taxI

Ar. SmrYY. What I was saying, Senator, is this:
If you look at a number of the income tax s stems of developed

countries they do include in the total income of an individual the
rental value o f owner-occupied homes.

The British system does that, for example, and I think most econo-
mists would say that in computing a person's overall income, the
rental value that lie gets from an owner-occupied home should be
,considered as income.
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I was pointing that out. But I also indicated that I waa not recom-
mending an y change in that provision, in that result.

The CnIA11MAN. You say most economists have that view. Can
you name another economist outside of yourself who has that view I

Mr. Sunedy. I am not an ecOnonst, sir. I am a lawyer.
'The Ci ktIxAmN. What are you?
'Mr. Sympm. I do not want to pick any economist-
The CJIARMAN. You say most economists. I have been on this

,committee for 28 years, and I never heard such a recommendation
here.

Mr. SURRHY. It is not a recommendation; I am not making that as
a recommendation.

The CHAIRMAN. But you said most of the economists agreed with
that theory of taxation.

3r. SuRnzu. Yes. I thik-
'The OHAJIMAW. What economists have agreed to it or rcommended

it?
Mr. StRmy. I did not say recommended. I think that is the

difference.
The CHAIRMAN. Well, you said agreed to it.
Mr. SyupiY. No.
Senator ANDERSON, Let us get the agreement. Who agreed to it?
Mr. SunWY. I think Professor Vickery, I do not want to be unfair

to these gentlemen and this is recollection, Professor Vickery, Pro-
fessor Due. I think most of the standard texObooks on public finance
indicate-

The CqAmmAz;. Has any sound economist agreed to the approval
of that? laughterr.]

'Senator Douotes. Mr. Chairman, if I may refer to an economist
who is dead and whose reputation will, therefore, not be injured,
because he advocated the same step that Mr. Surrey had advocate
I would like to bring in the name of Irving Fisher, who was probably
the most skilled, most precise, thinker in American economics, and
who was probably the greatest authority on the real nature of income.

I do not think his chances for prefernient will be damaged by this
statement, since he died 20 years ago.

The CHAmxAN. Does this represent your opinion or recommenda-
tion or what does it represent I

Mr. Sumy. No, sir. I have recommended no change in that treat-
mont. Obviously it involves a great many more problems than some
other changes.

Senator WmILLuMS. Do you agree or disagree with those conclu-
sions of these economists you refer to that in that connection?

Mr. SunY. I would think, Senator, if you are looking to include
in a person's income all matters which could be clasified as income,
if that was your goal, if that was your goal, let me repeat and you
wanted to include all matters which could be classified as income, I
would say that one would consider this matter, but that would be
pushing the goal too far.

Senator Kmm. What goalI
Mr. SunY. Thm goaT of including in a person's income all matters

which could be classified as income.

no
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Senator WwLA^iS. Not being a Harvard lawyer, nor student of
yours, would you tell me whether you said you agreed or disagreed
with it? I do not quite understand.

Mr. Sumtny. No. I think 1 said-
Senator WLIAmtS. I think you said you would agree if two or

three things-but just on the basis of that conclusion, would you agree
with or disagree with those recommendations that it be included or
do you-

Mr. Sumimy. At this time I would disagree with those recom-
mendations.

The CAIRMAN. I have just two or three other questions.
As I understand it, you do not think that State and local sales and

excise taxes should be deducted from the Federal income tax.
Mr. SuR, FIY. These are all questions that I was considering in the

context of a broad tax reform, a reform that would involve a more
uniform income tax base, coupled with a reduction in tax rates. In
other words--

The CHAIRA3A. Is it your theory that there should be no exemp-
tions, and everything should be taxed? Is that your idea?

Mr. SuRnpm,. No, sir. I think the number of present deductions and
exemptions should be reexamined to see if it would be feasible to have
a more uniform tax base, and thereby achieve a reduction in tax rates
in all of the brackets.

The CHAIRMAN. Would that apply to the $600 exemption?
Mr. Summer. No, sir; no, sir; it would not. The particular level

of the exemption might be a question for discussion, but the-
The CTAIMAN. As I understand it, you are opposed to deductions

for any interest paid from taxes; is that correct?
Mr. SUMRnY. What I suggested was that these matters should be

considered from the standpoint of an overall revision.
Now, an overall revision of the tax base would involve changes in

the revenue rates as well as changes in the particular treatment of any
particular deduction.

I think the question is whether, on balance, the tax system would be
fairer, simpler, and more equitable if some of these deductions which
are hard to apply administratively, and which differ from person to
person could be eliminated.

The CHAIn r. Do you believe that social security benefits should
be taxed?

Mr. Smmyr. I said in those recommendations that I thought they
should. The reason I thought so-

The CrH^T AMA. They should.
Mr. SURREY. Was tlfat, by and large, most people who received

social security benefits are today exempt from tax because of the
double exemption for persons over 65.

The result is that the present exclusion of social security benefits
tends to become important only as you go above the first and second
brackets, and I think it is a question for the Congress, as they con-
tinue to increase social security benefits, whether they do desire that
these benefits should be exempt, or whether they should be treated the
same way as other pension benefits are treated.

The CITAIRMAw. The same thing applies to unemployment benefits,
I suppose?
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Mr. SURRPY. No. Unemployment benefits, you might, you could,
regard on a different basis. They do not have the aspect of a, pension
that social security has.

The CJAIRUAN. Just one more question. You say:
It is clear that withholding on interest and dividends should be instituted,

especially since workable withholding arrangements have been devised.

Would you indicate to the committee what workable arrangements
have been devised?

Mr. Suiamy. Well, I am presently engaged in an effort to consider
which is the most feasible of arrangements with respect to withhold-
ing, and I am engaged in consultation with various-outside groups that
would be concerned with this. Consequently, I would lie to lot the
details of any such reconunendation-

The CnAuIM4N. When you said that, when did you make this state-
ment that workable provisions have been devised?

Mr. Sumy. I made that,, I think, in 1959, I am not sure.
The CHAIRMAN. I understood there have been considerable efforts

along those lines but they have not yet been devised,
Mr. SURREY. Well as I say, it is a matter of-
The CiRAIUMAN. You are working on a plan now?
Mr. Sunmuy. We are seeing if tlie plIns that have been suggested,

the extent to which they are feasible, and I would say our $relminary
indicat ions are that a feasible plan could be devised.

The CTAMiMAN. For both intiest and dividends?
Mr. SuuREY. With respect to some types of interest1 Mr. Chairman.

I do no thfnk you could woik a feasible plan at this time with respect
to all types of interest.

The CHAIRMAN. Now, on page 1281 of your statement before the
Ways and Means Committee you suggest that consideration be given
to taxing unrealized capital gains at death or when a gift is made.

Does tis means you believe it is desirable, to subject the estate of an
individual who dies not only to an estate tax but to a capital gains tax
for any increase in his property held at the time of his death over its
cost?

Mr. SURVEY. I would think any consideration of the subject of cap-
ital gains which I think, is one of the most difficult subjects to con-
sider, there would have to be taken into account not only the present
treatment but also the treatment at death.

For exmnple, a number of persons hav suggested a rollover treat-
ment for capital gains. If that were to be considered, I think you
would have to consider along with it the question'of the treatment of
gain at death. In other words, these are,I think, facets of an overall
capital gains treatment. I would not single out any particular one for
change or consideration unless they all were considered together.

The CHAIRrAN. On page 828 you say that you would recommend?
A considerable narrowing of the scope of the capital gains tax and an Increase

In Its rtae, with increased allowance for capital losses.

Mr. SURREY. I said that in connection with a recommendation that
the top bracket rates be reduced, as I recall, to 60 or 65 peroant., Under
those circumstances, wifh the yield from securities increased, then I
think it might be approlrinate to consider what should be the rate on
cal)ital gains. But it was not in the context of the present surtax
rates.
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The CIIATMRAN. Senator Kerr?
Senator KERR, I am very much interested in the statements I have

seen accredited to you, Mr. Surrey, as well as the ones you have made
here this morning.

I want to say tht all informationpven me is to approve the desig-
nation of the appointment by a President- I might even be more so
with reference to those by a man who is now Fresident.

I do feel, however that some questions are indicated,
' I wish You, would again state your position with reference to the

application of some kind of come tax on the Increased value of an
estate of a deceased.

Mr. pun. TIJe increased, value of the assets ?
Senator KERR. Yes, sirt.
Mr. Sumy . As I recall, I did not make that recommendation. I

said consideration should be given to that. " "

Senator JKpn, What wfw the answer you just gave the chairman
about the t~pplAcC4on of tho capital gains taX

Mr. SuMniw. Whet I said was-- -
The CIATMAN. If you will pardon me I will say it is on page 1231

of your statement before, tJhe Ways and Means Committee.
Mr. Su=n., Yes.
Senator Km. You suggest that consideration be given to taxing

unrealized capital gahis at death. or when the gift is made?
Mr. Sumwury. As I recall, tlmire were. various recommendations made

at that time..
Senator Jni. ust go a 1itt1P slQwer and a little louder, will'you I
Mr. SuRREY. I said that, as I recall, there were a number of recom

mendations a to----
Senator Kzwg, I am just as much interested in your present attitude

as I an, in, the attitude you had when the statement was made, and I
would be hnppy for you, if there is a difference, to address yourself
toyour present attitude.

The C(UAIRAN. When was that statement made before the Ways
and Means Committee?

Mr. SutRapr. I. think it was 1959. Mly present attitude would be
that in any broad study of the tax system I would think capital gains
would be Qne, of the matters studied, It is one of the most difficult
and most complex matters.
Senator K'EpI. I am addressing myself primarily to the considera-

tion of taxing unrealized capital gains, at death.
Mr. Smum. Yes.SSenafoi' i tsn),., Or gift.
Senator KE . Or gift, I am, not talking about the present

capital gains rate because thn4t is a reality, it isnot a theory, and I am
sure that in view of the fact tla your statement was. made in 1959
thate we should, indulge the presumption that you were addressing-
yourself on, this subject with the rate then in effect in mind.

Mr. SuRREY. No, no. That, I'think, I did not make clear, sir. What

Senator KanI. You would have to have had in mind considering
taxing the unrealized gains in the estate of a decedent in addition to-
the inheritance tax.

Ma
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Mr. Summy. Except that I would suppose any tax at that time,
if there were to be 9, tax, would be deducted, would be a, deduction
from the gross estate.

In other words, it would be reflected, in the, computation of the
estate for estate tax purposes.

Senator K.iR. Which onia would you apply first, the estate tax or
the capital gains tax I

Mr. SuRny. I would think the capital gaius would be applied first.
Senator Km. Well, now, assuming that it in 25 percent, asit is in

the Federal law, and 4 or 5 percent in many States. That would be
percent, approximately.

Now what is the range of the inheritance tax?
Mr. Surinr. Well, estate tax, I am. not sure of tie upper braoket+--

you would have to avoid a situation, I would think, tMat: you would
run over 100 percent with a deduction.

Senator K R. You think that would be equitable? [Laughter.)
Mr. Suuuy. With a doIuatiov. . ,. 1, ! 'to ". I
Senator Ksm, You think it would be equitable to. avoid that

situation?
Mr. Suminp. Well, could I put the matter this way,
Senator Kwta4, You, put it any weay you want to, since you made that

statement.
I would just like for you to tell theoommittee;how ,los youu would

be in favor of coming to it and still avoiding it.
Mr., SuuWy. You could put; the matter in a sense tis: way: Sup-

posing an individual did sell his.secarities.
Senator Kzam. But this individual did not lie died.
Mr. Suury. But supposing tUl: person did sell hisseourit s.,
ISAtor, K 4.., Lst us finish the line of quationing I have started

with you, and then you can go on, the othor, if you wOUld like But
I would regard it as courteous on your part, and informative if you
would just address yourself to the question.

Mr. SUNMY. I will.
What I was trying to say is, one might initially approach the, quos.

tion from the standpoint of, should the person at doatl be treated
in the same way as a person who sold his iecurties, and therefore be-
came liable to pay the capital gains tax, and then, unfortunately, let
us say, died the next day.

Senator KRR. 1 think the first thing you were suppong would be
nearly as unfortujaate. as the reality. I . I

Mr. SurRRzy. Yes; the question then would be the interaction ofthe
capital gains to x and the estate tax,

NOW, certainly the capital gains tax should' be a deduction under
hoso circumstances from O e estate tax.

My impression is that would prevent the two taxes from going over
100 percent.. If it did notN then, some mectuism I presume would
hlnve to b worked out to prevent that result,

In addition-,--
Senator K ni. Not necessarily The flow is4ead..
-what if lie wore just going-to toke itc all and then an additional

liabftity, and I am sttrehis, h1irs, if they were, able to, would take
bankruptcy proceedings for his benefit,
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Mr. SURRY.Y. I wouhl presume that the Congress, in setting a level
of estate tax rates, would set them at the level it deenied appropriate
in that light.

Senator Knai. Is it-possible that maybe they did that in fixing the
present rates ?

Mr Sunrty. It is possible; I had not thought so.
-'....Senator KERR. What level do you think they should be, Mr. Surrey?

Mr. SURREY. I beg pardon.
Senator KERR. What level do you think they should be amended

to?
Mr. Snuumy. That is a question I do not think I could answer now,

for this reason, I think-
Senator K aR. Well, you evidently think they should be increased.
Mr. Summr. No, sir; I have not said that yet. I have not said that.
Senator Krmm. But that is the impression that I received from what

you have said.
Mr. Summz. No; I am sorry I gave you the wrong impression.
Senator Kzto. Do you have the impression that they should be

reduced?
Mr. SUiRzu. No, I do not. I have an impression that the base of

the tax should be reconsidered before any changes are made in the
rates. 0

Senator Km. For the purpose of increasing or reducing the in-
heritance tax ? I

Mr.; Sumy. For the purpose of making it impact more even as
among families today in those brackets.

In other words-
Senator KPRR. Well, it is even among families in similar brackets.
Senator WILwAus. Would the Senator yield if I might read ex-

actly what he did say in that connection?
Senator Amn ox'SO. Yes, let us hear it.
Senator KERR. Yes.
Senator WILLIA3S. I have his exact quotation of his opinion on

capital gains over here.
Senator KERR. All right.
Senator WIAA31S. On pages 819 and 820 of that report you have,

you say, and I quote:
An Individual receiving Income In the form of capital gains is given a clear

preference under the present code--50 percent of the gain is in effect excluded
entirely, and the maximum tax on the gain cannot exceed 25 percent of the
entire gain.

So you must have felt it was too low and, therefore, if you felt there
was given a clear preference under this, with a maximum tax of 25
percent, you must be in favor of increasing it or was that in your
mind, or what did you mean?
. Mr. SURREy. Well, I think I indicated to the chairman that in theconsideration of a broad tax revision under which the tp rates of
tax were reduced considerably, then I thought consideration should
be given to the level of the capital gain rates in that context.

Senator WLLAMS. I heard you say that to the chairman. But in
your statement you did not. I do not see that now. Here, reading
a continuation of your statement:

Yet of afi the Income preferences the capital gain preference is the one
which most clearly is the product of deliberate and considered congresional
action.



NOMINATIONS

Continuing, you say:
Congress has thus allowed Its capital gain policy to get out of control and

become enmeshed in lobbying pressures.

Mr. StRmY. I think that is, I think, a different issue. What I
was trying to say there, and I realize tliat I have not made myself very
clear-

Senator WIrLTA-1s. I thought it was very clear, and I would like
for you to elaborate on it.

Senator ADEitsoN. I understand it.
Mr. Summy. What I meant to say was that given a very low rate

of tax designed for reasons that are, I gather, in the interest of the
economy, to have a differential rote in favor of capital gains, these
are the reasons that have motivated the Government since the capital
gains rate was given.

The difficulty is one of defining what is a real capital gain. As I
recall, Congressman Mills asked us the question in the House Ways
and Means Committee, could anybody give him a definition of it real
capital gain, and there was nobody wh9, on the panel, did give hima defltiin.

Therefore, you do have the problem of classifying a number of
transactions to see which transactions are entitlW to this capital
gains rate and which are not. That is what I meant when I saidthe
problem, I thought had gotten rather difficult since, for example, c&6
tain royalties are classified as capital gains, certain royalties are not
classified as capital gains, and the classification is not in the nature of
whether it is a real capital gain or not but whether this rate should be
given as a matter of treatment to this particular transaction, and
that was the difficulty I was referring to there, not the question of
the capital pins rate on, say the sale of-stock securities.

Senator WiLLTAXS. I wIs1i you would read your entire statement
and see if you can find that explanation in there. I cannot, because
it all comes back here that you feel Congress has thus allowed its
capital gains policy to get out of control and to become enmeshed
in lobbying pressures, and you are very emphatic in your statement
that you think this is a preference for a particular group of taxpay-
ers or a particular pressure grouJ), and if you feel that it is, you
must have some method of correcting it.

Mr. Sunntr. No.
Senator WILLIAMS. What is yourmethod of correcting it ? Would

you correct it by lowering the rates and giving them a greater benefit,
or would you correct it by increasing the rates and reducing the
benefits?

Mr. SuJUIY. I think the first step should be to decide which par-
ticular transactions should be classified as capital gains transactions.
There are a number of transactions which are not the typical type of
capital gains transactions.

After that classification has been made, then I think the next ques-
tion to be considered is what should be the appropriate rate structure.

After that decision was made then I think the decision sho'lld be
made, what is the appropriate differential that the Congress desires
between the upper rates of tax and the capital gains rate?

07514-1-3
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What is the nature of the holding period? In other words, how
long should an asset be held? It is not a suggestion that the rates
simply should be increased as matters stand today.

Senator KErR. Well, you said that:
I would recommend the following:
Two. A considerable narrowing of the scope of the capital gains tax and an

Increase in Itq rate, with increased allowance for capital losses.

Mr. SuRRPY. Yes. But isn't there another recommendation there,
Senator, about the reduction of the surtax rates?

Senator KiRit (reading):
What workable arrangements have been devised?

That is pages 828 to 830, and you say:
I would recommend the following:
One. Elimination of the exemption for the Interest on State and local

obligations.

Wo have talked about that.
Mr. Suiuum. Yes.
Senator Kiriui (continuing)
No. 2. A considerable narrowing of the scope of the capital gains tax and

an increase in Its rate, with increased allowance for capital losses.
But if I can understand the English language, Mr. Surrey, and I

am not in the posture of criticizing your conclusions nor approving
them, I ain Just trying to get. for my own information and this for
the record what the facts are about, your position, and if I can under-
stanid the English language you have recommended a considerable
increase in the capital $uins tax rates.

Mr. Svium'y. But, Senator, as I recall, later on there is a specifio-
in that smie set of goals, isn t there a specifie-recommendation with
reslpect to rwhiction of the suilax brackets, the rates in the top
brackets?

Senator Kv~un. Well, you say reduction of the top rates to about 65
percent.

Mr. Suiumuy. Yes.
Senator KEiti. But the point about that is that I did not see any-

thing here in which you said that if all of these are not put into effect
"I withdraw my recommendation of either one of them."

Mr. Suntnv. Well, I am sorry, those were considered, and in the
articles I have written those are tied together. In other words,
these are interrelated goals, and the recommendation With respect to
th capital gains is in the context of a reduction of the top rates to 65
percent.

Senator KERR. I do not see anything in there of a reduction of the
top rate of the inheritance tax. -

Mr. SuRnRE. No. There was nothing in there one way or the other
on inheritance taxes.

Senator KERR. Then I would presume that your recommendation
that the increase in value of capital assets or of an estate would be
subject to whatever capital gains tax was effective In addition to the
inheritance tax rates.

Mr. SURREY. No, because I have never recommended, I have never
recommended in the same sense that you are reading these other recom.
nlondations, the taxation on increases in capital assets at death.
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Senator KFR. I thought you had recommended both at death or
gift, and also that at death the value of the estat thea held by the
deceased be increased by the amount of gifts which had beenI given,
and that any difference in the tax rate on gifts as given be made up
for as those gifts wore a part of the estate, part of his assts at the
time of death.

Mr. SUREY. That was not a recommendation.
Senator KhRn. What was it?
Mr. SuaREY. That was a statement that in a study of the capital

gains tax, consideration should be given to that factor.
Senator KRR. Why would you say it should be considered if you

did not think it had merit, Mr. Surrey
Mr. SuRREY. No because I wanted to-
Senator KEai. ilhy would you consider that--why would you r.

onnend it be considered if you did not think it had merit?
Mr. SURREY. Well, I think there is a difference between saying a

matter should be considered-
Senator KFm. Well, give me the difference.
Mr. SuRREY. The difference is that one has a firmer belief in one's

views on a matter when one makes a recommendation.
When one sAys a matter should be considered, one wants to know all

the implications of the consideration and pro and con.
With respect to that matter one wants to know what are the implica-

tions, what are its relations to the inheritance tax, what are its effects
on the length of time over which people hold assets; in other words,
if there is, one might say a locked-in effect with reslect to the sale of
assets, is the locked-in effet due to the capital gains rate or is it due
to the fact that there is this nontaxation at death; and one would
like to try to find out the answer to that.

Senator KERR. How could you find out from a dead man what his
reasons were?

Mr. Summy. I would not go and ask the dead man, obviously.
Senator KERR. How-
Mr. SuRiY. How would I do it?
Senator KERR. How are you going to go about questioning and

finding out what is the consideration for keeping property after death,
except that you get it from the man who did it.

Mr. SunREw. No-
Senator KERn. That reminds me of the story about the fellow who

proposed to the gal, and she didn't give him a definite answer. She
said, "Go ask father."

And he was trying to get some comfort out of that until hla realized
that father was dead. And then when it dawned on him the life
that father had led, he finally figured out what she meant when she
said "Go ask father." [Laughter.]

Mrr. SURREY. No, in this connection I attempted to find out, evon as
a professor and what I did was to go to some of the investment
counseling houses in Boston and ask them, When you give advice to
people as to whether they should sell a security or not-

Senator Kim. Before he died.
Mr. Sumwy. Yes, at any time.
Senator KF.RR. But, you see, how did a man know?
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Mr. Sumiuy. No, what I am saying is this: I tried to find out from
the investment counseling houses wen they make recommendations
to their clients that assets should be sold or not, what is the reaction
of the client with respect to the capital gains tax and with respect
to this other point. .l other words, it is difficult to get information
on this, and I think the question that is important in this study of
capital gains is to what extent the taxation of a capital gain has the
effect of.ocking people into their investments.

Senator ANDErgoN. You do not think you have to go to an invest-
ment house to find that out, do you?

Mr. SuRuiy. No. I do not think it is the only place one would go.
Well, curiously enough, Senator, the answer I got from the invest-

ment houses was that the capital gains tax did not have an appreciable
effect.

Senator AmDERSOm. Well, you should have given him a lie detector
test. [Laughter.]

Mr. SuwrY. No. That was the answer I got, and I was not pro.
judging the matter. I was trying to find out.

Senator AmN=D oN. Excuse me, I do not mean that is the final re-
sult, but anyone who will tell you that a man who has got enough
money to buy a security has not got any interest to find out, when he
sells it, whether it is affected by capital gains or not, has not got anyimaafnation. _r. SURp It was not that question, but the effect of stretching

,out the capital gains tax b and large, did their clients accept the
recommendation for the safe of the security as a proper financial
transaction; in other words, if an investment house were to say, "We
don't think you should be in this particular security because its long-
range prospects are not good, you should get out of this and get into
another security," I was very curious as to what the reactions of their
clients were when that was presented to them and also the effect of
paying a capital gains tax was presented to them, would the clients
take the judgments of the investment counseling house to which they
were paying money for that judgment, or would they be inhibited
by the capital gains tax.

The conclusion of the several houses that I talked to was that the
client took their advice to sell, and under those circumstances-

Senator WILLTA s. Would that not be due to the fact thought that
the company which they were advised to get out of, as the result of
bad management or moving backward, that there would not be too
much capital gains in that caseI

Mr. SuRRHY. No, I do not think it is that serious a matter. In other
words, this is a constant review of a person's portfolio, and as to
where he should be at any given time, extracting the capital gains
decision.

Now, on the other hand, some people would take into account the
capital gains tax and, obviously, it is difficult to make generalizations
on this matter.

Senator ANDEtsoN. I would only say that I had some advice on a
security very recently, and probably the investment house was right,
when I figured the capital gains on it, I figured it was not going to
slump more than 25 percent, so I kept it.

Mr. SURREY. I say it is hard to generalize, and some people will
take it into account. Others will-some will react the way you did;
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others will react in the sense that ultimately "I may well have to pay
a capital gains tax and hence I am buying alarger basis if I am selling
the security at this time."

Senator ArmwoN. I am sorry, Senator.
Senator BUTLEr. Are you finished, sir?
Senator KIt. No.
Senator BUTLER. I am sorry.
Senator Kuim. I must say, Mr. Surrey, in the absence of a more

definite statement I have understood you to make this morning, I
would have no choice other than to arrive at the conclusion that you,
No. 1, favor a considerable increase in capital gins tax rate, and that
you think it should be seriously considered ty the Congress as to
whether or not it should not subject the estate of the decedent or the
gifts of the decedent to a capital gains tax in addition to the estate
tax.

Mr. Suniy. Could I say that the first recommendation would not
be made in the absence of reduction in surtax rates. The second is a
consideration and not a reconmendation. It is merely a state-

Senator Kisnn. I said the second was that you recommended a con-
sideration of le advisability of doing that.

Mr. SuRREY. Let me indicate, not to foreclose all possible reexa~m-
inations of this subject. For example, one change that is seriously
suggested by a number of persons is that there be a so-called rollover
provision under which you do not pay it all during your lifetime on
the sale of the securities.

Senator Kumi. I am addressing myself both to what a man would
pay during his lifetime, if 1e hadliids capital gains tax rates increased,
and what his estate tax would be if the capital gains treatment were
applied to the increase in value of his estate before the fixing of the
tax rates for the estate of the deceased.

Mr. SuRRm. But suppose, Senator, there were a proposal that there
be no capital gains tax as long as a person changed from one invest-
ment to another.

Senator KERR. I had not heard you recommend that yet.
Mr. SutuuF. No, I have not recommended it.
Senator KERR. Oh.
Mr. SURmY. What I am saying is-
Senator KzRR. I cannot support a thing generally, Mr. Surrey. As

I try to focus my limitedmental faculties to the consideration before
me, I cannot suppome things that, so far as I know, have not occurred
and which, in the absence of your enlightening me, are not a part of
your basic recommendations, and I do not think that it should be ex-
pected that we should suppose things which were not before us.

Mr. SuRmy. I appreciate that. All I was trying to indicate is that
I think that is one facet, one of the most difficult facets, I would agree
and, therefore, I did not make a recommendation on it.

Senator KERR. What do you think the function is of the Treasury
Department in tax legislation I

Mir. SutRY. I think its function is to advise the President, and
then-initially, and then-to advise the Congress.

Senator KERR. Advise the Congress or recommend to the CongressI or press the Congress. or inform them I
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Mr. Summy. I would suppose initially its function is that if the
President makes a recommendation to the Congress in the tax field, the
function of the Treasury Department would be to support those rec-
ommendations; at the same time, to give advice as objectively as it
can to the Congress with respect to any matter on which the Congress
asks for its advice.

Senator KERn. You see,_ what you said on page 1182 of that record
there is suggesting that the executive branch take affirmative action
to attack the problem through a strong program lead by the President
or the Secretary of the Treasury "designed to focus public considera-
tion on special provisions and their interaction with the rate
Structure."

'From what you say there, and then from what you have said, and
I must say to you that I am familiar with only a very limited part
of whatyou have said, but what you have said in these recommenda-
tions ana to this committee, I can arrive at no other conclusion than
that you feel that the President or the Secretary of the Treasury
should take action to attack this problem through a strong program
to implement what you have said, and what you have told us is your
convictions, since you ate in the posture of making the advice on this
matter to the Secretary of the Treasury and, through him, to the
President.

Mr. SURREY. No, I think there is a grouping together of two mat-
ters there.

Senator Kvan. But you say that the executive branch should take
affirmative action to attack the problem through a strong program
lead by the Secretary of the Treasury, and I take it that you mean in
the matter of curing these ill-advised actions which have been taken
by the Congress, and other matters that you feel should be the basic
concept of tax law.

Mr. SURREY. No.
Senator Kmu. What kind of a program should lie be addressing

himself to that he gets out to educate the public on?
Mr. SURREY. I would not use the words "ill advised."
Senator, KERR. Well, I thought that is what you did say, poorly

considered or lack of consideration or without adequate disclosure of
what they were doing.

Mr. SURnEY. I think everybody has an interest in the Congress and
in the Executive, and outside the Government in tax reform.

Senator KERR. It seems to me that you fail to indulge the presump-
tion that the people are aware of that interest when they elect their
Members to the Conaress.

Mr. Surunpy. Well, I was going to-for example, the House Ways
and Means Committee held hearings on a program of tax revision.
I would suppose those hearings were held because the committee de-
sired to have information on the point and because some members
of the committee thought it might be appropriate to have a broad
reexamination of the tax structure.

Now, my general impression was that those hearings held by the
House Ways and Means Committee received a great deal of support
from all quarters. with the feeling that the tax system is in need of
reexamination. The rates are too high in the upper brackets, the base
has a lot of preferences and discriminations, many of which are



NOMINATION3

historical and may have outgrown the original reasons for which
they were adopted.

It has become overly complex and difficult to apply, and that there
is a general public interest in the reexamination of the tax structure.

Senator Ktru. If there is one thing, that I indulge the presumption
in that is that the people know about the taxes they pay. Would you
agree with that?

Mr. SuiREY. You mean they know the particular tax they pay?
Senator K.RR. Yes.
Mr. SunEY. Yes.
Senator Kamm. If there is any one thing--you yourself said that

pressures on tax matters are the strongest, in your judgment, of any
that are on the Congress. Now that is what I believe-to be an accurate
statement, at least relatively. There are times when I could not dif-
ferentiate between the pressures on that and some other pressures, but
certainly I am aware of the fact that since they pay their taxes every
year or go through the mental agony of trying to flee from it, they
are aware of what they are doing in that regard. 1hat is fact No. 1.

No. 2, they know that those taxes are fixed by the Congress.
They elect their Congress Members-to the House of Representa-
tives every 2 years, their Members to the Senate every 6-well, they
have elections every 2 years in that regard, at which time one-third,
plus those filling unexpired vacancies in the Senate, come before them.

So that I indulge the presumption that the matter of the election of
their Representatives in the a tion's Congress is one of the things
that the people are very aware of, and as they do it they are aware of
the fact that when they do elect those Representatives" they elect the
men and women who are going to fix their tax rates.So I am of the opinion that anybody who thinks that the people
need to be the beneficiaries of or the recipients of a strong program
to enlighten them on what they are doing in the matter of paying
taxes fails to give the people credit for that degree of understanding
and knowledge and realization that I think they have to a very highde .

d Summy. Well, I think I could agree with that. But I think

that I could also say that I do not think our tax system is any more
static than any other aspect of Government. There is continual re-
examination of legislation in a number of fields.

Senator Km. -What I am telling you is, I agree with you and I
think the people examine it, and I think they express themselves on
it every 2 years.

Mr. SuRREY. Yes, and I gather that the Executive also has a re-
sponsibility in this area.

Senator ykEm. He has no responsibility to levy taxes.
Mr. SunzEY. He may have responsibility to make recommendations.
Senator KERR. Oh, yes; and the people know that when they elect

him.
Mr. SunRi r. All I think I said was on the part you were addressing

yourself to, is that the executive branch has the responsibility of
making recommendations and working cooperatively with the
Congress.

Senator KERR. I did not see that in here. I really did not, and if it
is here, and I have not been apprised of it, I would appreciate that.
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I Mr. Svummy. I thifik it is. It is obvious that the two branches haveto work c operatively..Senator KvR. I was just reading the language that I quoted to

you, that the executive branch take an affirmative action to attack
the problem through a strong program led by the President or the
Secretary of the Treasury.

Mr. SURREY. Which program, obviously, has to be considered by
the Congress.

Senator KERR. Do you think that constituents should be permitted
to petition the Congress?

Mr. SURREY. I beg pardon1 sir ?
Senator KERR. Do you think people or constituents should be per-

mitted to petition the Congress?
Mr. SuRtrEY. Yes, I think it is a constitutional provision.
Senator KERR. Do you think that they should be held-do you

think that that privilege should be safeguarded to them in the future?
* Mr. SuRREY. Yes, sir.

Senator KERR. You think that includes tax matters?
Mr. SURREY. Yes, sir.
Senator KRR,. To whom do you think their petitions should be

addressed?
Mr. S URREY. Their petitions, to the Congress?
Senator KERR. Their petitions on tax matters.

' Mr. SuRREY. I would suppose, I think the Constitutipn says, the
right to petition Congress.

Senator KERR. But I am talking now about aside from that'con-
stitutional provision; to whom do you think that the taxpayer's peti.
tion on tax matters should be addressed?

Mr. SURREY. Well, I suppose in a number of cases they will ad-
dress it to the Congress, a number will address it to the President, a
number will address it to tV Secretary of the Treasury; that is, the
mail that comes in is probably niot as heavy as your mail though, I
would think, on these matters. I think most of them probably address
it to the Congress., Senator ERR. Suppose they do address it to the Congress. What
do you think the attitude of a Member of Congress should be about
such petition?

Mr. SuRmIY. You mean a petition suggesting a particular change?
Senator Kwmu. Well whatever the petition is. He might petition

the Congress not to charge. What should a Member of Congress,
what should his reaction be to a petition thus given him by his con-
stituents?

Mr. SuRY. Well, that is a little difficult for me to answer. I would
presume that he would ask, if it was a matter he was not familiar
with firsthand, he would attempt to gain information on the subject
from the available sources.

Senator KERR. I mean, should lie look with favor on it, or should
he automatically react unfavorably, or what would you do if you were
in the House of Representatives or the Senate and your constituents
petitioned you about a tax matter, either for it or against it?

Mr. SURREY. I think I would do the same thing I do now. I would
try to find out what the problem is.

Senator KERR. In other words,, if a patient comes to you and you
were a doctor, and he told you what his trouble was, would you spend

36



37
,your tine trying to alleviate his trouble or trying to find out' What
it was?

Mr. SuRRPY. I would attempt to see what his trouble is and then
would attempt-

Senator WERn. Suppose you found out what it was?
Mr. SunimY (continuing). Then I would attempt to also consider

assuming that the possible cures for his trouble, what they are--and
do not think this is a question analogous to the doctor-patient; I do
not think that is-

Senator KERR. Well, go back to the Congressman and his consti-
tuent.

I could not get an answer out of you on that. Suppose they bring
a tax matter to a Member of the Congress and the Member under-
stands what it is. What should be his attitude toward their petition
after he has found out what it is?

Mr. SuRREY. I think he then has to balance the particular problem
of that constituent in the light of the broader problems of public
interest involved.

For exampl% if it is-
Senator Knn. Those that come to y:u are part of the public, you

know.
Mr. SURREY. Yes.
But for. example, if the question is whether there should be an

overall reduction in taxes because he thinks his tax burden is too high,
I would presume that you would balance that complaint, if you want
to use the term, with the question of what are the revenues necessary
to meet the expenditures of Government, and you might conclude that
in that particular case he would have to bear the burden even though
he thought it might be heavy.

Senator Kmm. What do you think Congress attitude ought to be, to
tax as much as possible or as little as possible?

Mr. SuRREy. No. I think, in large part, in large part, let me repeat,
maybe for the most part, initially the revenue needs of the Govern-
ment are related to the expenditures of the Government, and that the
tax system has to provide adequate revenues to meet the expenditures
of Government.

That sets-in a sense, that is the demand placed upon the tax sys-
tem. Beyond that, the system has to take account of economic growth
and economic stability within the country.

Senator KERR. You know, Mr. Surrey, I do not believe that you
have given me a definite answer to a single question I have asked you.

Mr. SuRREY. I am sorry, sir, because I have been trying to give you
definite answers.

Senator KERR. I asked you if you thought the Government ought
to tax as muuL as it could or as little as it could.

Mr. SuREpY. If you say as much as it could or as little as it could,
you may have built in what it can do. I am saying I think initially
Government has to meet its obligations.

Senator IERR. Well. Government makes its obligations.
Mr. Sunium. That is right. But Government makes its obligations

on the expenditure side.
Senator KHRR. And it just might be that in making obligations it

could consider that it had the obligation to extract as little of the
people's property from them as it could.



Mr. Suni0xY. If that were the goal of Government, then I would
presume our expenditures would be far less.

Senator Ka-mi. What do you fhink is the goal of Government I That
is what I am trying to find out.

Mr. SuMIE-Y. The goal of Govermaent in the revenue systent, in the
revenue system, is to have a system strong enough to meet the demands
placed upoa it by Govoauneut expenditures.

Senator Kr~m. Well the sane people who make Government appro-
priations, levy taxes, the same Congress that sets the level of expeiidi-
tures fixes the tax rates.

Mr. Stuim. Then itis a balancing of thosa-it is obviously a
balancing of those-considerations.

Seno tor KEiRR, What I was trying to ask you is, which should have
the primary corsideration and concern of the Congress, handling
Governmen-t on the basis of with as little resort to taxation as it can
in the light of its responsibility, or as much as it can?

Mr. SURnEY. As much as it can implies that throughout--or we
know the limits of taxable capacity.

Senator KERR. I thought I did until I heard you today, and you
have begwi to tell me about taxing a man's estate for more than 100
percent.

Mr. SuRt-Y. For example, I would suppose in wartime, in times
of crisis or emergencies, our tax system has gone up much higher
than it is today. I

Now, that was a demand placed upon the tax system to which the
tax system responded.

It is not a demand placed upon the tax system today. It may be
our rates of tax are too high today for sustained economic growth.
In that sense we are, although we are taxing- today at the present
level, and in that sense we could tax that much, i6 may be inadvisable
to tax that much in the interests of long-range economic growth,
and that oui tax system at full employment might generate greater
surpluses than- are desirable.
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reduced, even though, in a sense, one could say tlho People could bear
this level of taxes since they are hearing it today. But. i-tA dos not
nec..ssarily follow that it is appropriate that they bear it.

Senator KEfzm You talked about great pressures brought to bear
on Congress by the people, Do you think that is unwholAsomo

Mr. Sumipis. No, I do not think, n the large, it is unwholesome.
I think it is proper for people to make their views known to -the
Cniztess.

Senator Kxim. Is it not inevitable that the more Congress presses
the people in the form of taxes, the more the pole are going tore-
act and press the Congress to give them some relief I 1

Mr. SURREY. I think as our tax system has grown and developed
and applied to much lower brackets, and as the rates have risen, it
has obviously made more important each particular. provision as it
applies to each 1*rson and, con~equintly the demands upon the Con-
gress for' examination 6f eAch, parcticlir" pr6Vision-h, we r67n
greatly.

It is ivevitabl" Utrder a complex system in a complex country.
Senator Kr Don't you think ift more hnvitble that people trie

'161YONUNATIONS



NOMMATION8

going to press back even than it is that Congress is going to press
them further for more taxes I

Mfr. SuURREY. I think-
Senator KERR. You see, to the Congresnan, aside from what he

pays himself, it is an adiniiistrative operation. To the constituent
it is a little different..

Tlere is a little difference between the one who levies the taxes and
the one who pays them, and my observation has been that it is a little
less painful to hwvy taxes than it is to pay them.

Mr. Sulitey. Well, I think we are all in that experience.
Senator KrnR, Then wouldn't it be inevitable that pressure coming

back from the people to Congrms is going to be even greater than the
pressure on the Congre~s to tax the people Y

Mfr. SumnEy. I suppose it is equally inevitable, and this committee,
for example, cannot enact every bit of legislation that is before it
in the tax field.

Senator KER. .seinstead o wering my question, you take
off in another section.

Mr.. Su Y. No. I think there is enorm s pressure in this area
as a rus t of the rates of ta t complexity o the tax system.

s r KERn. Yowlhve t Iked-bem this morni as if you thought
it we e unwholes oe f r con stituents)tQ put press re on their. Con-
gres' about wlbto do a out taxes. •

r. Sunmujt. No, I do o d.hi •k96\
enator Kziii.-Wha T ipu' ike fo/yo to do iso tell me how

y u could expect anyt e1i* in a em racy
Mr.SUrluI*r. It d ita strain o etax-s stm.
Senator .It l[ht' ur of street on thl part of your

r.inSi- In e sese gthenirig your han4 rather thanst ainig it.\ )\/ / -"]

senator R iR. t m is a easy
M {andiipg a job to - t teyaak 2u. to do han to try to
Irm n rem Jrorn r o V O. na is 7ner 1a1 six'amcon from, \ I / "/," ,

Mfr.F u]nnMy. If~iff were aA uhar16 oiis,1it woul lfe may.
Senate KEM. I -dt'a that.. You seeiat is anadditiona4

element tht you inject in 'it.,.Mr. Suiu I mean my general impreslin iu, for exampI, if all
the suggestions -t were made to tI committee were adopted!' it
would be a rather intemg"y.".. .

Senator Kgnu. It is interesting as it is now, Without having im-
-plemented all of them. [Laughte4.]

It has developed to a fairly, interesting stage as it is. That is the
reason I have a great deal of concern about the abundance of sug-
gestions as to how it should be increased and added to'our problem.

Mr. Sumyi-, Well, I would have thought that the goal would be
a reexamination of the tax system to see how it coald be improved
and altereI so that 'any mnfai ru ese or difficult ,p~st.4)1e could' b
eliminated,'

Senator KrR. The people in my State o-r interested in any Tr-
appraisal of the tax struetire thatwould redce it., They ar not" re-
ntely.inteited in any mvappr6isal of it for the purpose of b adven-

ing it and in asing it.
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Mr. SuxRuii. I ,ree, and I have not said that.
Senator KEIR. 'I hen I misunderstood; honestly, I have.
Mr. Sumwr. I have not said increasing taxes. I have said there

sho-ald be a reappraisal in the light of the rate structure and the rec-
oinrnendations involving a reduction of rates were part of that
appraisal-
I Senator Kvmin. The only rate you have talked about reducing was
that 90 lrcent down to 65, and that leaves the majority of the folks
unaffected.

Mr. SuRREY. There is also a recoiminendation consistent with rev-
enue needs-the other rates should bI reduced, too In other words,
a reexamination of the tax structure might make available opportuni-
ties to reduce the rates in all brackets in the light of the needs of
the Government at that time, and I would have the hope that that
could li accomplished.

Senator KEit. That is all, Mr. Chairman.
The CHATRIRAN. Senator Williams.
Senator WLIAMS. Mr. Surrey, I would like to sumimiarize just two

or three points that have leen raised, to make sure I understand them
correctly, and I will make them brief.

No. 1, I understand you have said you think we should repeal the
present exemption on social security benefits; is that correct?

Mr. SURREY. Yes, I made that recommendation.
Senator CuRTis. Would the distinguished Senator yield right on

that point?
Senator WILLIAMS. Yes.
Senator CuRs. How are you going to repeal something that has

never been enacted?
Mr. SURREY. You are quite correct.
Senator Cu'Rm. That was by Executive order, was it not?
Senator WmLIAmS. I will put my question this way, then:
Do you think Congress should enact a law which should tax social56..uri'y .- enfit? l wi!! ,t jn 4h, rxffimntiup Th vnu think

they should?
Mir. SURREY. My recommendation was that at that time this Con-

gress should make social security benefits includible in income. I
presume along as any other pensions are included.

Senator WMULIA3M. NoW, that same recommendation would be that
Congress should tax th railroad retirement benefits, too; is that
correct?

Mr. SmuRY. Yes, I would suppose they go together.
Senator WILLIAMS. Yes.
Now, in connection with the capital gains treatment, it is my under-

standing that your recommendation was that Congress should give
.consideration to taxing capital gains upon death prior to the com-
putation of inheritance taxes, and also in giving consideration to an
inarease-in existing capital gains rates was contingent upon an accom-
panying reduction in the surtax rates from 90 percent down to 65
percent; is that correct?

Mr. SURREY. Any change in the capital gains rates is linked up with
-the reduction in the top surtax rate.
- Senator WLLAs, Down to 65 percent ?
. Mr. SuRREY. I would not want to be held to 65. It might be 60.
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Senator WmIL..Nts. Well, 60 or 65 percent.
Alr. SUuREY. Yes, a substantial reduction in those rates.
Senator WILIA3rS. Yes.
Now, in line with the questions of the Senator from Oklahoma,

what benefit, woull that do? Assuming we enacted that to all of the
millions of taxpayers who were presently below the 60- or 60-percent
rate, you will agree that that would mean an increase, with no cor-
responding benefit, is that not true, under the basis of the arginent
you just made?

Mr. SumRFY. It wouhl, yes. But I would think--
Senator WILLIA31s. I mean, is the answer to that question "Yest"
Mr. SURREY. It would be no benefit to those persons.
Senator AVILIJA Ms. Under your planned reduction of a surtax

rate that this increase in capiial gains rate or the taxing of capital*
gains upon death, as you are planning,. being made contingent upon
a reduction in the surtax rate to 60 or 65 percent, and assuming that
recommendation was carried out, it would give benefit only to those in
excess-who are paying taxes in excess-o f 60 or 65 percent, and the
millions of taxpayers who were below the 60- or 65-percent rate would
have the increase without any offsetting compensation; is that not
true

Mr. SuRiRFY. That is true. May I just add the statement, Sena-
tor-

Senator WILLIAMS. Yes.
Mr. SuREY (continuing). That I would think if the top rates were

reduced to 65 percent, inevitably that would require a reexamination
of the progressiveness of the rate structure with respect to the brackets
below.

Senator WILLIA3M. Yes. But those below the 60 would get a rex-.
amination, and those above it would get the reduction, and there
would be nothing except reexamination. [Laughter.]

Mr. SURREY. Irwould not be-
Senator WILtIAt3fS. You will agree with me that there is not much

relief, tax relief, in an examination?
Mr: StiRRY.' If the examination went no further than examination.
Senator NILLIIAMS. Yes.
Now, one further thing:
Did, yoq make any recommendations in connection with a reduction

or an increase in the pre.Snt exeinption of $600?
Mr. SunBnE. No, sir; I had assumed there would be under our sys-I

tem a minimmn exemption, whether it is $600, more -

Senatr WILLIAMS. You made no recommendation in',that 'onnec-
tion?

Mr. SURREY. No, sir.
Senator WILLIAMAS. In recommending that social security benfts

and railroad retirement benefits be'taxed,didyou recommend repealof
the existing $1,200 exemption'which thoso'over'65 get? Do you think
that is an advantage ovi and above other takpayers, or would you
recommend a continuation of tht4? ' , " . I I

Mr. Sint'Ey. At'the time I a those e" hifiendation, 10 did not
recommend a change in that addtii~ta $600 6f exemptioi ,for thooe'
over age 65, which wotild gfvethem $1200, 'It was in that &ontoxt thit
that recommendation withz'espt i6 oi4 eei'iy chnge Y warn dl
because the result is that the change iiia'ow&1 eurty W'ftil" hdt place
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very many people in any different position than they are today, in view
of that double exemption.

Senator WwIL.TIA-S. Now, in connection with life insurance, I find
before the Ways and Means Committee you made this statement:

Individuals who Invest In life insurance receive preferential tax treatment In
that they are not currently taxed on the Interest accumulations earned by their
policies, and, since the proceeds of the Insurance are not taxable Income at death,
the Interest goes untaxed.

Do you recommend that the proceeds of life insurance policies
should be taxed at death or what changes would you make in your
reconunendation?

Mr. SunnFY. I have not made that recommendation.
Senator WMLLIAMS. What recommendation did you have in mind

that there should be a change in existing laws as it. relates to that?
Mr. SuRREY. As I recall, I had no specific recommendation on that

point,
Senator WILLIAMS. What did you hLve in mind when you said that

they received preferential treatment under existing laws
Mr. SuRnREy. Well, in the sense that the interest accumulations *on

life in--urance are not taxed, whereas the interest accumulations on
other savings are taxed.

Senator WILLAts. And you recommend that they should be taxed
now?

Mr. SURREY. I think it is a matter that should be considered. I
have not made a positive reonunendation on it because it is one I have
not studied fully.

Senator WILLUMS, Well then, how did you arrive at the decision
that under existing laws they receive preferential tax treatment if
you had not arrived at any opinion?

Mr. Sunixy. Well--
Senator WmLAts.' Yo., niust have had some opinion or you could

not have said that they received preferential tax treatment.
Mr. SunnrF. I think there 4. a difference, Senator, between saying

that this particular item, this particular saving, is treated differently
from another saving. Now, whether there should be a change made
or not is a separate question.

One is to just see what the system is, the next is to see whether or
not any changes should be made on it.

I think it is proper to point out that if you do invest in life insur-
ance, and constantly this was pointed out by any number of the publi-
cations in the tax field on how to save taxes, one of the points is that
you invest in life insurance, and you do save taxes.

Now, whether it is-that might be an existing situation, and it might
be very desirable, on the other hand, in view of the interest, over-
riding interest, in life insurance to continue that particular provision.

Senator W.nmAMs. Now, in order to close this question out, on one
which there o uld 'ba no controversy, and I am sure we could all be in
complete agreement, would you state to the committee your position
on depletion all6wance and your recommendations .

Mr. SuRRFY. On that I said that there should te study of the per-
centage depletionl and otheF tax treatments of natural resource.

Senatont'.WILtxAuS. I dhink thq Pre.sdent said a s'udy; if r calll
cpr~'eydy ou said there should b a re"diction,

XQo9 sfr I t neot.
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Senator WILLIAMS. Have you ever advocated a reduction of deple-
tion allowance'?

Mr. SuRREY. That, I mean that, is difficult to say "Never." My 1959
statement, which was, I guess, the latest statement, said only there
should be a study of the percentage of natural resource depletion.

Senator WILLIAMS. How, in your statements prior to that didyou
state-is it not true that you have recommended that this should be
reduced, that it constitutes preferential treatment?

Mr. SuitiY. I frankly, Senator, do not recAll one way on the other
on that. I find that a person writes a good deal, and some of it passes
out of his recollection. But the time when I considered the matter
in 1959 1 said there should be study of the matter.

Senator WUJLAMs. And you have no recollection of ever having
recommended a reduction or stating that it was a preferential tax
treatment in that connection?

Mr. SuREY. There is nothing in my mind that stands out one way
or the other on that, either yes or no.

Senator WLLiAmS. At the moment I will pass.
The CHAnMAN. Is it the pleasure of the committee to continue or

to recess?
Senator BENNEfr. Mr. Chairman, I would like to talk to the wit-

ness for about 10 or 15 minutes.
The CHAIRMAN. I suggest that we recess until 2:30.
Senator TALMADGE. Mr. Chairman, what was the determination of

the Chair?
The CHAMMAN. Is it the pleasure of the committee that we should

continue for another 30 minutes?
Mr. StuRRY. I will try to make my answers briefer, Senator.
The Cn AN. We will adjourn until tomorrow morning at 10

o'clock.
(Whereupon, at 12:30 p.m., the committee was adjourned, to re-

convene at 10:25 a.m. on Thursday, March 23, 1961.)

43





NOMINATIONS OF JOHN M. LEDDY, ASSISTANT SECRE-
TARY OF THE TREASURY-DESIGNATE; STANLEY S.
SURREY, ASSISTANT SECRETARY OF THE TREAS-
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NATE; BOISFEUH, LET JONES, SPECIAL ASSISTANT
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RENEGOTIATION BOARD-DESIGNATE; AND WILBUR
J. COHEN, ASSISTANT SECRETARY OF HEALTH, EDU-
CATION, AND WELFARE-DESIGNATE

THURSDAY, MARCH 23, 1961

IU.S. SEN-ATE,.

Co-3ITirTEE ON FINANCE,'
Washington, D.C.

The committee met, pursuant to recess, at 10:25 a.m., in room 2221,
New Senate Office Building, Senator Harry Flood Byrd (ch airman).
presiding.

Present: Senators Byrd (chairman), Kerr, Long, Andetson, Doug-
las, Talmadge, Hartke, Williams, Carlso i, Bennett, and Curtis.

Also present Elizabeth B. Springer, chief clerk.
The CHARMAN. The committee will come to order.
Mr. Surrey, will you come forward, sir?
Senator Long, have you got any questions?
Senator LONo. No, Tfr. chairman.
The CHAIRMAN. Senator Carlson.
Senator CARLSON. Mr. Surrey, our associations on tax problems, I

think, go back to some ofthe days when we served together, .at least
I happened to be a member of the, House Ways and Ieails Commit-
tee Juring a time that you Were in ser Iice in' the reasury Depart-
ment, I believe?

STATEMENTlOF STANLEY S. SUR. MY, NOMINEE TO n ASS$STA2,T
SECRETARY Q 1 THE TREASURY-Rsumed,

Mr. SutEY. Ys, sir. •4
Senator CARLSON. And we had many d'scussions and i. think I

would be kss thain frank if I did not stte, tha.t whife we did not al-
ways agree on some of the tax.pribposhls tlii .ame' Up from the Txeas.
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ury at that time, I would want the record to show that you did pre-
sent the Treasury viewpoint in a very outstanding fashion, and
supported the position of the Treasury.

May I inquire-let's see-you were in the Treasury in 1937 to 1947.
Who was the Secretary of the Treasury or were the Secretaries of
Treasury?

Mr. SUnREy. Secretary Morgenthau, Secretaiy Vinson, Secretary
Snyder.

Senator CAnmLOx. They were the three Secretaries?
Mr. Suun:Iy. Three Secretaries.
Senator CA.RLsoN. That you were serving under during that period?
Mr. StRMY. Yes, sir.
Senator CXRLSON. Previous to that time you, I believe, were with the

National Labor Relations Board or-
Mr. SuimEY. Yes sir; with the National Labor Relations Board;

and prior to that time with the National Recovery Administration.
Senator CARWON. Who was the head official in the National Recov-

ery Administration at that time t
Mr. SUIRRP. -. National Recovery Administration?
Senator CGapsox. Yes.
Senator BENNE-r. Johnson. J-o-h-n-s-o-n.
Mr. SURREY. Hugh Johnson.
Senator CARLON. Hugh Johnson. In other words, those were the

days of Harry Hopkins and Henry Wallace and many others; is that
about right?

Mr. SURREY. Far removed from me. I was just a young lawyer.
Senator ANDFiSOiN. Don't confine it to Harry Hopkins. Lyndon

Johnson and I were the National Youth Administrators; get the whole
picture.

Senator DouotAs. I was very pr-oud to support that group, T rmay
say, also.

Senator CARLsoN. I will say to the Senator from Illinois that I
served through that period, and i had the privilege of observing the
operations 0f the entire organization.

So at that time you were in the Treasury, and I believe we had
before the Congress at that time legislation which provided for the
current collection of income taxes?

Mr. SURREY. Yes, sir.
Senator CARLSON. I believe that was during the time of Mr. Vinson

as Secretary of the Treasury.
MY. SunRE. Yes, sir; and I believe earlier under Secretary Morgen-

thau during WorldWar II.
Senator ( AsoQN. At that time I believe the Treasury was opposed

to the Wolking out of a program of collecting income taxes currently;
am I correct in that?

Mr. SURREY. I think the history on that was sort of, a bit tangled
up;* If I can recall -it all, the Treasury was "In favor of, withhilding
on wages and-salaries, and othex grotips wanted 'to go ahead on current
collection on an estimated basis, and the Treasury fimly came around
to that point of view.
.Senate CAIIw. As a matter of jact, I toqk a rather personal

interest in it myself, and had sometliigtq (fr with trying to get the
legslation 'through le' Rouse, aiia I dhail never forget, and I want
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the record to show this, that Mr. Vinson, who was opposed to it at
that time, had to come back before our committee about. 2 years later,
I believe, and I had the privilege of askhlg him what the effect of it
had been as far as tax collections were concerned, and I think the
record will show that the making of tax collections current had
brought in at least $5 billion additional taxes.

N'N, in view of the situation that has taken place since, do you
believe we could have operated the Government with the present
great tax take without having current tax collections?

Mr. Suimuy. No, sir; I think your position was thoroughly sound.
Senator CAGRLsoN. I wanted to bring it out because the Trasury at

that time, we did have some problems with it, and you were in there
at that particular time.

The Congressional Quarterly mentions the fact that President Ken-
nedy had employed 29 task forces, and were you chairman of the
0116 that dealt with taxation or a member of it?

Mr. SURREY. I was the chairman, sir.
Senator CA LSON, The chairman of the task force committee.
I notice this same article states that an average of.1 person for each

of the 29 task forces received an appointment to an important policy-
making post within the new administration. Now you have received
the appointment. Is this a reward for writing that tax report?

Mr. SuiUIY. I do not think I can speculate on that at all. I
,just--Senator CARLSON. Are Utere other member of tho committee who

served on the committee on taxation who 'have received appoint-
-ments?

Mr. Sun my. Professor Caplin was a member of the committee and
-he is now Commissioner of Internal Revenue.

Senator CARLSO'X. We will give him credit for getting the appot-'
ment then. I wanted to mention it because I am sure you have gath-

-ered from the questioning before this committee that there is great
concern and great interest in the report-' that you submitted to Presi-

.dent Kennedy, and I think-I do not know whether it has been mein-
tioned, but I think-it is generally known that this committee has
requested to see this report, and I am not criticizing you for not sub.
mitting the report, at all but I would say, very frankly, that I be-
lieve in your interests and in the interests of the country, that report
should be made available.

In other words, I, knowing you as a good friend of mine, as I do,
I think it would, from your standpolht, would have been fortunate
if it had been released or, at least, submitted to the committee.

That is one of the reasons, in my oPinion, why we are so concerned,
.and we are asking these quetionsi,bcause tley .are, going to be very
important w1en it comes to arriving at tho tait policy And submitting
them to th 6Congtess and to the cotinItry.

In this task force report.fliat you submitted, dId you go into tax
pr~blemsof the agre,for.mistance6' .

Mr., Suvurm. nator, tLi does pixt me .11 dill o .k&
cause, as I say this waga con dental re ort nd'it -is t IVAidtit's
responsibilty, and I suppose his position tbi ht be',hat 'I oVewy re-
Toft he gets must be dislo sed it.may pake ;40 difeId fhi, the

4President'-elect, -or any Pre'idernt elet, t6 6b4ain infotiation'.
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Senator CIITso.N. Mr. Surrey, I certainly do not want to embarrass
you. I did not want to )ut. you on the spot. But the mirembl.n of
this committee do have som responsibility when it comes to writing tax
legislation. I think we are entitled to at le4ist get soue knowledlge, at
least soe background, which we do have, based Uilon what you have
written in the past. as to what we might expect in the way of recom-
mendations when it comes to taxation of income taxes, taxes on coop-
eratives, taxes on depletion, taxes on capital gains, and that is the
basis, I notice, for these quest ions.

Now, of course, you have written many articles, and. I think some-
one said, "Oh, that J had not written a book."

Senator ANDERSON. "Oh, that mine enemy had written a book."
Senator CAILSONO. "Oh, that mine enemy would write a book."
I wanted to, get, it right, and I shall not dwell on it, at any great

length, but you did write an article in Collier's magazine, March 30,
1956, and I read it previously and I have reread it again, in which you
discuss income tax exemptions.

The heading is "Do Income Tax Exemptions Make Sense?"
I was particularly impressed with some of the sections, and I am

not going to go into detail in regard to several of them, but in regard
to tax exemptions for elderly couples, for instance, you made some
interesting suggestions.

For instance, I am going to read a sentence f'om this article, found
on page 28:

What of the young married couple with a salary of $6,100 a year? Their $6,100
buys no more than that of the elderly couple. Yet the young couple must gi 'e
$864 of their $6,100 to the Government.

I menti6n that because you say tfiat we give tax exemptions to
favored groups. ' I1(6w, would you be opposed to tax exemptioiis"we are giving the
elderly in this Natio aI' 'fTMr. SR"t'r. I am not opposed to'all'of those exemptions. The
mater that troubled me, Senator Carlson, was fiat as a result of the
AcctinulAtioii of all the exemptions, you do get situations--for ex-
ample the married couple over 65, $135,000 of capital yielding an

income of $6 100, that does riot pay qny income tax, and it sems to
e j,S pafrt/oa broad program of revision that Congress miglt want

to considerr whether the cumulative total of all the: provisions .in the
lpfw relating to persons over 65 had become too generous or not.

' L'hat does not mean to say th.t Ii t end the, would be any clhnoe
or, to say what' the ihamige'would* be in "the end. But" rather tie
thought that over the years these various provisions had been added,
ind that'thd Congres might appropriately consider it deSirable to

consider the cumulafive effect of all the provisions; and t see whether
it thought al the difference in-treatmeIAtbetween those over 65 and
those umder 65 wrsproper,

It mifgut ell e ' rioper reflection of public jo01y. It was one
mater I thought that ought to be ex'6iii!.Sdiiatr .C/mixso1. VoF ni I 'over 04 y ars of a~e can

dducii thqu mdeW eponseswithout any porpemnage dedudion.

Sento ARi45 -. D&6ou th. inl~ tat should 4e 1 chie
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MI r. SuRa.y- I have not particularly considered that one way or the
other. I can see more reasons for tlat than some of the other matters.

Sen'tor CARLSON. Those are some of the problems, and when you
)egin to discuss it, is you do in this article, it makes one wonder when

you si up here behind this dais how far you are going to recommend
when these recolnmendations come up, and I am loolcing forward to
the time when they will be coinig up here. Timi is the reason I to-
gether with othernmembers of this committee ani so concerned to got
your most recent views.

I realize that was written in 1956, and I so stated.
Mr. SURREY. Well, I appreciate your situation, sir; and, as I say,

the views I have expressed and the views you have reference to, were
views that I expressed in my writings as a professor.

It is incumbent, I think, upon professors to express their views;
they are requested, most often "by the Congress, to express their views,
to suggest to the Congress what is some of the thinking in various
circles.

However, there is a vast difference between recommendations and
thoughts when you have the responsibility of a scholar or professor,
and recommendations and thoughts when you have the responsibili-
ties of a public official.

Senator CARLSON. Mr. Surrey, I know from personal experience
and past history of your ability as a tax attorney, a tax lawyer. I
hope that you will coime up here with tax recommendations that will
keep in mind soxne of us on this side of the dais who must make these
decisions, and I know from the past that this committee will lW able
to work with you, as we (lid in previous years. I may not always sup-
port your position, but I will have to admit that you know the problem,
at least.

Mr. Sumipy. Thank you, sir.
It is my intention to obtain as much guidance and wisdom as I can

from the members of this committee before programs are proposed.
Senator CARLSON. That is all Mr Chairman.
The CHAIRMAN. Senator AnAerson, "
Senator ANDERSON. Well, Mr. Surrey, you may have concluded

from some of my questions yesterday that they were unfriendly, So
I can start off perhaps with ws)me friendly ones.

When did you write this tax report that they speak o, th is ta
force report?

Mr. SuRREY. It was in December, the latter part of December.
Senator ANDERSON. When was it submitted to Mr. Kennedy?
Mr. SvRREY. I think January, about the first week in January-

January 9. 1 Z
Senator ANDERSON. He resigned from the U.S. Senate early in

January, as I recal, because of the appointment situation. Did you

submitit then as a private citizen?
Mr. Suun EY. Did I submit it to a private citizen?
Senator ANDERSON. You were submitting it-
Mr. SuRR Y. To Mr. Kennedy as President-elect.
Senator ANDERSON. He either was a private citizen or was about

to become one.
Mr. Stmrmy. Ye.
Senator ANDERSON. I am only trying to establish that if this were

done to the then President of the tinited States it would have one
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standing. But if it is submitted to a man who is about to take office
it can be a private communication to him for his own guidance. Did
you so regard it?

Mr. SumuwY. Yes, sir.
Senator A-mitsoN. You have been active during some of these pre--

vious years when President Eisenhower was coming into office. He
sent a task force in here and they spotted them in every department.
Henry Cabot Lodge worked as general coordinator; the men were in
every agency.

I do not recall that everything they wrote was submitted to the-
Congress as an indication of their feelings. Do you recall that they
were?

Mr. Suiu-y. No, sir.
Senator Axr,misox. I am glad of that because I do think the Presi-

dent has a right before he takes office to ask anybody he wants to, and
regard the communication as privileged if hie cares to do so.
Now, the question was asked if you regarded your appointment as a

reward for writing that report; Mr. Caplin whether he regarded his
appointment as a reward for it.

You had a reputation as an expert in taxation, a tax expert, who,
served in the Treasury

Mr. SuRREY. That is right, sir
Senator ANDERSON. He selected 3ou to write the report because of

your reputation in that field. Might he not have selected you for this
job for the same reputation ?

Mr. Sutn=Y. I would like to hope so.
Senator AN-D mON. I would like to hope so, too. I do not think

these are always rewards. I know that my insulin intake went from
5 units a day to 55 units a day while I was serving in the Department
of Agriculture, and it was no reward as I saw it.

NoT4 to get back into the critical mood again. [Laughter.]
Wel, I have to telegraph these punches, I guess.
You have some comments on natural resources that have been

referred to, and because of the situation in my State I would like to
have a little clarification.

Investors-

this is from pages 818 and 819 of this Columbia Law Review article
that has been quoted a good deal in the last 24 hours.

Investors in natural resources receive special treatment In a variety of ways.
For one, percentage depletion at rates ranging from 271/2 percent for oil and gas
to 5 percent for clay, operates to exclude a portion of the gross Income from the
natural resource property even after the Investment cost have been. fully
recovered.

Now, in my State in one particular county for a long tine 90 percent
of all the'potash that was available in ti United States was mined.

Do you feel it is wrong to grant a depletion allowance for the deple-
tion of that potash supply that has been developed?

Mr. Summy'. Well, no, certainly not; wrong to have allowances for
depletion.

Senator AN.DERsONi. How would you know when the investment cost
had fully been recovered, when just the cost of sinking the original
shaft was recovered?

I ask that because tho discovery of th6 original potash W7s a result
of th6 drilling operation for oil. Snowden McSweeney,' as I recall,



NOMINATIONS

was drilling a hole for oil, and ran through the potash slats which
they, by mere accident, happened to identify.

Therefore, 2inez they charged off that hole to their oil drilling oper-
ations, there was no cost to it. It would be pretty hard to decide when
the investment cost had been recovered.

Mr. S olmiY. That would be, under those circumstances--I'm not
familiar with it firsthand--there would be problems of allocation of
costs between various operations.

Senator ANDERSON. Well, it has passed into completely different
hands.

Mr. Suimpuy. Yes.
Senator ANDERSON. From my standpoint, since I was the person

who wrote into or had written into the law the depletion allowance
on potash, I might hope it would be regarded as almost the last word
in human wisdom. I will leave you to your own opinion on it.
[Laughter].

What about lead and zinc? The Senator from Oklahoma, Mr.
Kerr, is the author of one lead and zinc bill, and I am the author of
another.

Senator BENNETr. The Senator from Utah is the author of another.
Senator ANmWsoN. Yes, but it does not have the same chance of

passing. [L-aughter.]
Now, when he was a Member of the Senate, President Kennedy

voted for a lead and zinc bill, and the Senator from Oklahoma is
interested in the mall producers, and I am interested in some of the
little larger ones because we do not happen to have any small ones in
my State, and you must bear that constantly in mind, as you well know.

So the Governraen is now interested ii trying to do something for
lead and zinc. If you would take away the depletion allowance for
lead and zinc, wo didn't you plunge them into a more difficult situation?

Mr. SURREY. Senator, there is no question that the percentage de-
pletion and the whole treatment of natural resources is a very complex
question because it is tied up not only with the tax law but with what
our national public policy is with respect to the development of various
natural resources. For that reason I could come to no conclusion on
my own on the matter.

Senator ANDERSON. Do you have an open mind on this?
MAr. SURREY. Yes, sir; completely on this point.
Senator AwbrnsoN. You recognize that it is part of the task of a

Government agicy to implement the law as passed by the Congress?
Mr. Summy. It is the duty.
Senator ANDERSON. And these laws have been passed by the

Congress.
Mr. SJRnIY. Yes, sir.
Senator ADwDEnsoN. Therefore, there couldn't be advice as to what

might be the future course, but that does not necessarily involve a
campaign to get rid of them, does it?

Mr. SURREY. No, sir.
Senator DouoLAS. The rest of us will provide the campaign, Sen-

ator Anderson.
Senator ANDERSON. I know that; I know that.
I have been sitting next to Paul for a long time, and he and Mr.

Williams can be depended upon to cover the problem.
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, Now, copt' er is in the same category-I do not want to go through
everything that %ve had. But we have coal we are a typical State
with many of these natural resources, ar -I know we would like to
.feel that you have an open mind on. that. Do you have an open mind
on oil and gas? .I ...

Mr. Suiumsv. Yes, sir.
Senator ANDm;soN. Good. I think I will leave it right there.

f Laughter.]
Well, it is a matter of long argument. We had it up and down in

the lat campaign'as to what the Democratic platform plank meant,
and having participated in the writing of it, I though Il knew what
it meant until I heard the interpretations of it..

Now, the phrase that worried me a little bit on capital gains was
this on -
by an ilI-considered and unwise tec-h."cal decision capital gain treatment was
accorded to lump-sum pension plan payments on retirement.

* I think I joined Senator Douglas maybe in protesting on these very
largo payments that were made to people tiring from corporations
where tfieir salaries had been in the neighborhood of $200,000 and
$300.000 a year.
.Do you feel there is a difference between the type of lump-sum

payment, as to whether it should be given capital gains treatment?
I do not quite understand that; there are instances where this seems
to be essential that people be allowed to draw their pension plans in
one lump sum.

Mr. SuREY. Well, yes, I think that is true. I once was curious
about whether this was necessary or not, and looked into it, and did
find under a nuniber of pension plans arrangement. there arc, as you
say A jiutnuer of instances where it has to paid out in a lump sum.

'Senator AKDERSON'. Don't you feel that pension plans are a. good
thing, or do you?

mr. SuRREY. I believe they are a good thing.
Senator ANDERSON. You said in this article:
It Is clear that there is a steady drive by organized labor to have employers

Increasingly bear the living expenses of their employees.

Can you explain what you mean by that?
Mr. Suummy. There I had reference to another area which, I think,

is troublesome, and as to which I had reached no conclusions, and that
was the area of the so-called fringe benefits, the question of board and
lodging, life insurance, and so forth, where the employer bears the
cost.

Senator ANDERSON. ISn't there a difference between board and
lodging and life insurance?

Mr. SURREY. Life insurance premiums paid for by the employer.
Senator ANDERSON. Yes. But isn't there a difference between

them? Don't you think there is a difference? One is sustenance.
I have a litle-I did have a little--business in which I put in a

life insura.-e program in order to assure stability of employment.
I wanted the same people there year after year. But I did not feed
them. You do not think there is adifferenceO

Mr. SuRRmY. I think there is a difference between these matters, and
that is why the area is so difficult.
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As to how to handle these fringe benefits, board and lodging, for
example, distinctions are drawn whether it is on the premises of an
employer, off the premises of the employer, and it is this area where
there is considerable uncertainty in the law.

Senator ANDRSON. Do you think the employer does it as a means
of charity?

Mr. SuIREY. No, sir; as a means, I think, of general compensation
in the large sense of the term; that is, as a means of-

Senator ANDERSON. Could it not be for his own benefit, I mean the
establishment of a cafeteria so that an employee does not have to gulp
down a sandwich and some sort of a soft drink, but is allowed to have
hot soup and a light lunch; isn't that for his own efficiency in the
factory or wherever he may be ?

Mr. StuRREY. I think it is. I think that would be the reason for it
basically.

Senator ANDERSON. There is nothing wrong with that., is there?
Mr. SuRnREY. There is nothing wrong with any of this. The problem

is, in a sense, how it is to be treated under the tax laws. There is
nothing wrong with it.

Senator ANDERSO.N. Well, you said on fringe benefits:
Congress, prodded apparently by the Treasury Department in recent years-

I do not know just which recent years that refers to-
has been drifting in the direction of withdrawing employees fringe benefits from
Income tax coverage, the recent statutory example of simply excluding em-
ployer-provided medical benefits, board and lodging furnished by the employer-

to which you have just now referred.
Some of us are interested in medical care for the aged. Do you re-

gard that as improper?
Mr. SuRRFY. No, sir.
Senator ANDERSON. WellU, that will probably lose you as many votes

as it will gain'you on this committee, but I thank you for that answer,
because I believe that it is a wise provision, as many of these otherthings are.

Senator WmLims. Do you have an open mind on that one, too, or
is that fixed?
• Mr. StnRF.Y. That does not fall within ny jurisdiction.

Senator Am)RnsoN. If you keep your mind closed on that, there are
qnly a few people with determination on that question.

Child care deduction is on the borderline.
What worries you about that? I

* Mr. SumRy: I suppose the same thing that worried the Congress
when it adopted it. It was a very restricted deduction. It was
highly limited."

There are a lot of special rules connected -with it, and it is not
claimed in very large amounts because of the limitations that are put
on it by the Congress, and it is a question whether the law should
hav been complicated to that extent.

The difficulty of the question, I think, was shown by the fact that
it occupied -so much of the attention of the Congress in 1954, and the
final solution was a complex solution, severely limiting the scope
of the deduction.
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Senator A-,RD1soN. I do not want to take up all the time, but do
you have any firm view on this question of capital gains treatment?
Do you see any benefits in capital gains treatment?

Mr. Smumu. Certainly.
Senator ADmn asoN. Don't you believe it contributes to a little veloc-

ity, at least, in our stock exchange I
Mr. Svmn:. The problem is a complex one again, but it does con-

tribute to increased investments in equities in large and small coin-
panies.

Senator ANtvnsoN. I think that is all, Mr. Chairman.
The CHAIRMAN. Senator Bennett.
Senator BBRNrm-r. Mr. Chairman thank you.
Mr. Surrey, you, I understand, have had previous experience in

representing the Treasury in helping taxwriting committee write
tax bills?

Mr. SuRREY. Yes, sir.
Senator BEN.Nrr. I am sure the experience of today and yeser-

day is just kind of the experience which has tended to sharpen you
up again and make you realize that this is still a problem even though
you have been out of it for awhile.

Before I get down to my questions, I am inclined to infringe on
two things. I have been sitting here waiting for some kind of an
excuse to get the word "Surrey" and the word "fringe" together, and
Senator Anderson supplied that, and I am very grateful to him.
[Laughter.].

Now, the other little bit of wisdom I w6tild like to i&ve you is a
variation on the quotation that was thrown into the discussion earlier
about what happens to people who write.

My father used to quote the old statement of "Do right and fear
no man. Don't write and fear no woman."

Now, I think we will na-ve to aui-i that au "Dn' ........
and fear no committee of the Senate," because much of the ordeal
you have been going through has been built upon statements you made
and had published in situations, where, I am sure, you never expected
they would be used for their purpose for which they have been used
today.

But this is a game, and every member of the committee thus far
has played :it Rnd .1 cannot resist the opportunity to continue. So
relax and we will go on with these questions of whft y6t have written.

Senator KrmP. *ill the Senator yild 1
Senator BENN'rr. Yes.
Senator -in. The Senatot- from Oklahoma would admonish the

witness not to Max. [Laughter.],
Senator BENNErr. This advice was given to you by a member of

the other party who will be in control of the committee when you
come up before us.

I. would like to take you back, first, to this article in the Harvard
Law Review 1957. You covered a lot of ground in: that article and
on page 116d and page 1167 you got around to the point of making
some comments about the congressional tax staff. You are going
to have to work with these fellows in the next few years, and I think
this is an opportunity for you to shed some of the implications that
that article contained and put yourself back in better position.
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You said:
The description of the Treasury as thq principal and, often, the sole defender

-of tax fairness, calls for a consideration of the role of the congresaional tax
.staff.

Now, tie imilication in that statement is that Treasury is the de-
fender of tax airness, which means that the tax staff is not.

I am sure you did not mean it that way.
Mr. Summ-a. No, certainly not
Senator BN_.NTEr. You go on to say:
The role of the bead of the staff and the staff is a difficult and unenviable

tone.

I will not read all of this, but you finally come up and say:
The special interest groups cannot appear in the executive sessions of the

,committees. The Congressmnian sympathetic to their point of view i not tech-
nically equipped to present their case. He tends to look to the chief of staff
to assume that task. Further, he looks to the chief of staff to formulate the
technical compromise which will resolve the dispute, between the special in-
terest group and the Treasury.

Because of these institutional pressures the chief of staff Is often the op-
~nent of the Treasury before the tax committees.

Do you approach this job with the feeling that you are going to be
the inevitable opponent of the chief of our tax staff I

Mr. SuRRiY. I do not think "opponent" is a well-chosen word.
Senator BENi4Etr. Would you like to suggest a substitute I
Mr. SURREY. I would like to suggest ta we work cooperatively

Ninth Golution of tese dimeult, problems before the committee.
Senator BENNwm. Is it not true that in the event of a bill which

vould fall within the purview of your article, a bill proposing changes
in the tax law which might affect one group more than another, that
the Treasury has its opportunity, at least in the pattern of this com
inittee, to present its point of view in executive iisioa V

Mr. SumY. As i understand it, this committee always hears the
Treasury in executive session; ye1, sir.

Senator BPNNm'r. And don't you think we should hear our taz
staff in executive session also f

Mr. Sumu u. By all means, certainly.
Senator BENN--r. Do you think that this ives, _what you refer

to in this' article as the special interest groups, an advantage which
they should not have.

r, SURREY. No, sir.
Senator Brb-.w-rr. Do you have confidence in the competence of

the staff that serves the two committees?
Mr. Suumi . Certainly-
Senator B.Nxsm. And will you approach your work with them

in a spirit of cooperation and not in the spirit that was indicated in
this unfortunate word that they are often the "opponent" of the
Treasury?

Mr. Summy. Cercdinly I do not see how we ould succeed tall
except in that cooperative-spirit..

Senator BENN=TT. If and when there is a disagreement, difference
of opinion, and the members of the committee are forced, as they
are, to make a choice between the Treasury position and that which
might be recommended by the'tax staff, you ill not feel too badly if
we vote against you V

Mr. Suwmy. Not at all, sir.
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Senator BENN-rr. Well, I am happy for this, because this par-
ticular article has left a bad taste in the mouths of some of us who
have tremendous confidence in the competence of our staff, not only
their competence as specialists, but their willingness to be sif-effacing
and to accept the decision of the committee with very good grace.

Now, there are two areas in which you have written or spoken
which none of my colleagues thus far have questioned you about, and
I would like to bring them up very briefly.

By the accident of history, in the hearings before the Ways and
Meaii Committee's Submmittee on Foreign Trade Policy held in
December 1958, both you and Secretary Dillon appeared, and in those
hearings you took exactly opposite positions with respect to the treat-
ment of foreign tax credits and thehandling of foreign tax problems.

Mr. Dihawi stated:Mie
In our current tax treaty negotiations we have introduced an important in-

novation. We are preparing to give tax credit for certain income taxes spared
as if they had, in fact, been collected abroad.

I think in those same hearings you took a rather strong position
in opposition to this point of view. You opposed any statutory
changes which would liberalize tax incentives to U.S. businesses in-
vesting and doing business abroad, and you stated:

There are no fundamental corrective changes to be made in the interest of
foreign investment, and no major proposals to reduce the burden on foreign
income relative to domestic income that deserves support.

I suppose it is too soon for you to have found out whether in his
new position, Mr. Dillon has moved over to your position, or in your
position you have moved over to Mr. Dillon's.

But do you have any comment on this disagreement in the approach
to the foreign tax credit problem ?

Mr. Suimyt . Well, I think the word "disagreement" might be too
sharp.

I think this is a matter that=-and I do not think that Secretary
Dillon would disagree with this statenent--iS a matter that would
have to be reexamined and considered by this administration as to
whether tax-sparing treaties were desirable or undesirable, both
from the interests ofthe United States and, equally as important, from
the interests of the underdeveloped counties with which the treaties
are being negotiated.

I think there is an obligation on the United States in negotiating
these treaties to take into accoiut the interests of the underi4 evelopeil
countries with which the treaties are being negotiated.

Senator BENNm-rr. But there are treaties with developed countries,
and eveiitually the question of the tax treatment of American invest-
ments abroad comes to this committee and not the Foreign Relations
Committee. L,2

Mr. SutulY. I do not believe that Secretary Dillon was recommend -

ing tax sparing for the developed countries. I may be mistaken in
that, but I doubt if his recommendation went beyond the underde-
veloped countries; and the Treasury Department has not in any of
its treaties with the developed countries ever considered, as far as
I know, a tax sparing clause,

Senator BmiNa'r. What is your position about the existing foreign
tax privileges that we give, including the privilege to defer the tax
until income is brought back into the United States .
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Mr. SURRY Y. That is a, matter which is presently under study not
only by the Treasury Department but by other Departments of Gov-
ernment in response to a request by the President and the study has
not yet been concluded.

Senator BENNETr. I assume when you appeared in 1959 you were
speaking in support of the existing law, which contained that
provlslon.

Mr. SUnREY. At that time I was of the opinion there need be no
change. Since then, and this is the problem with, this is the situation
with, nearly all tax problems, that different events enter on the scene.
There is now the balance-of-payments problem, and the views people
formerly held with respect to foreign investments are being reexam-
ined throughout all the departments concerned with this in the
administration.

Senator BExxrr. Are you telling us that the administration is
considering changing the existing pattern with respect to handling of
folign investment income, taxes on foreign investment income?

Mr. SuRnE u. Well, Secretary Dillon before this committee indicated
that this was one of the matters that should be considered.

Senator BF.NNmTr. I would like to move over to another problem, and
this is my last area.

In the Washington Post of Friday, March 17, there is an article
which carries the headline "Novel Tax Plan Considered as Business
Spur." This goes on to discuss the proposal. It says:

Mr. Kennedy favors the path-breaking credit approach Invented by Stanley
Surrey, Assistant Secretary of the Treasury.

That would permit some tax deductions to a corporation, as I under-
stand it, that invested more money in a given year than an amount
arrived at by some formula which might be the average over a period
of years, or might be the total of its annual depreciation .r some such
base. Is this program still under study and consideration?

Mr. SuRlIY. Yes, sir. It is under study and consideration-there
are under study and consideration a variety of measures with regard
to tax incentives for investment in new plant and equipment.

The study is one designed to make the-sustain a recommendation
of the most appropriate-

Senator BENNETT, This is only one of a number of programs?
Mr. Sunn Ey. This is only one of a number under consideration.
Senator BENNETT. And among the others, the question, of a more

liberal method of calculating d~pteciation, is that being considered?
Mr.. SURREY. A more liberal method of calculating depreciation; r

credit for new' investment that: is :not limited with respect to- any
excess over a given period, a variety of matters are under consideration.

SenatorBiN~rr A number ofi taxpayers particularly small busi-
nessmen, have been very much disturbed by this, plan of yours, and
the next few questions I am going to ask you go to some of those fears.

Under this proposal, is it not true that while, this would operate
as an incentive to expansion, it would do very little: to encourage

drnoarnization and rehabilitation?
Mr. Sumi'r. 'So far in our studies of the effect 6f it, that would

•not be the conclusion I would draw. I think it would have an effect
'both on expansion and on modernization.'
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Senator BENwET'r. Then you would interpret a program of repair
or modernization to be the equivalent of a program based on building
a new plant or buying new machinery?

Mr. SumuREY. Yes. I think it has been misunderstood, and the
investment in plant and equipment means any equipment-nachinery
and the like--not limited to factories and buildings.

Senator BENNE-r. Wouldn't this program discriminate in favor
of a taxpayer with money in the bank as contrasted with the taxpayer
who does not have money to invest over and above the incGne" he
receives, say, from his depreciation allowance ?

Mr. SuiuY. That is one of the problems that is under consideration.
For example, there are some taxpayers who do not spend up to

their depreciation allowance for one reason or another, and their
situation has to be taken into account, and that is one of the aspects
of the matter that is under consideration.

Senator BmBNETr. Well, let us take a practical situation. I have
faced this problem as a businessman.

Suppose you have an asset that has a 10-year life and you religiously
accumulate your depreciation; you are only going to pay out 1 year-
in 10 on that basis. Now, it does not work out that way because
you have sQ many assets and they are rolling over, but certainly a
businessman cannot operate on the theoi that he has to pay out every
year the amount that he accumulates in depreciation. He has to have.
some reserves held back for the peaks of his problem and for situations-
where further investment seems wise.

Now, it would seem to me that this program of yours would tendl
to giviatdvantago to a man who can develop a peak and make a sub-
stantial investment in a single year ratler than the man who, by the.
nature of his business, has to keep rolling over his depreciation re-
placement income.

Mr. SuRuy. I do think, Senator, these are all points that are highly-
important, and are giving us--one of the reasons why we are study-.
ing this as intensively as we can is to take account of all these im-.
portant issues that you are raising.

Senator BENNIrr. In your study are you discussing this with pea-.
ple who are actually going to have to live with the problem, men in!
business, or are you discussilig it only with the, pafdon the phrase,,
theorists who are trying to develop tax laws under which the rest of us;
will have to operate ?
J Mr. Summy. I ari iseussing it with as many people as I can from,

l1 walks of life, in and out of the Government.
Senator BiENNY Have, therewbeen any formal discussions with the

orgaized business groups . ,
Mr. Sumtyi. There have been informal discue".ons with represnta.

tiveA of the various business groups; yes, sir,
Senator, Bvwxmv. Like the U.S. chamber and the various snall

business orvaizationo?
Mr. Suumwx. Yes, sir.
Senator BiNNrr. Do you have any precedent or model for this.

'kind of proposal or was the word "invent' a good word in this story ?
Mr. SRnx 'No. The word "invent" was, I think, a newspaper-

phrase. There are variationsof this proposalina European treatment.
As a matter of fact, it is the system that the Belgians do use in their.
handling of the problem.
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The European countries have experimented more with tax incen-
tives, I think, than the United States; and you will find, if you look
at the European experience, a range of proposals or a range of experi-
ence with respect to tax incentives for investment in plant and equip-
ment, and the Belgians and, I think, one of the other European coun-
tries are working along the lines of the credit mechanism.

Senator BENNETr. IS this actual law that exists in Belgium or is
this a proposed program?

Mr. Sun EY. No, this is actual law.
Senator BENNE'trr. That is all, Mr. Chairman.
Thank you very much, Mr. Surrey.
Mr. SuRREY. Thank you.
The CHAIRMIAN. Senator Douglas.
Senator DoUGL.AS. Mr. Surrey, your papers and testimony before the

House Ways and Means Committee in 1959 have been referred to.
May I ask, iave you prepared these papers at the request of the chair-
man of the House Ways and Means Committee, Congressman Mills?

Mr. SURREY. Yes, sir; I did at his request.
Senator DoUoLAB. And you felt that it was your duty as a citizen

to comply with this request ?
Mr. SURREY. Yes, sir.
Senator DOUGLAS. You received no compensation for the work which

you did on these papers?
Mr. Summy. 1o, sir.
Senator DOUGLAS. You spent a good deal of time in preparing the

material?
Mr. Summy. Yes, sir.
Senator DOJOLAS. You felt it your duty as a citizen to do this ?
Mr. SuRREY. Yes, sir.
Senator DoUGLAS. Now, I notice in the volume of testimOny that

Chairman Mills made an introductory statement which I readfrom
page 1, which ran as follows:

I am confident that these discussions will demonstrate the extent of the erosion
which has taken place in the income tax base. I am also confident that our
study will show that such erosion of the base must not continue and that action
should be taken to broaden the income tax base in order that there may be a
reduction in the high level of the rates now existing.

Do you remember that statement?
Mr. SuRRPY. Yes, sir.
Senator DOUGLAS. Am I wrong in believing that your writings in

the field of taxation and your testimony have been directed to the same
purpose that Chairman Mills outlined in his introductory statement?
'Mr. Sui Rx. I believe they are directed to the same purpose; yes,

sir.
Senator DOUGLAS. So that if there is any criticism of your purposes,

those criticisms would apply in equal measure to the statement of pur-
poses of the'distinguishe Congressman from Arkansas, who is chair-
man of the' House-Ways and Means Con' 'ittee, the companion body
to this committee, isthat correct ?

Mr. SURREY. Yes,.sir; in that sense.
• Senator DOUoGAs. Now, Mr. Chairman, it is not my purpose to ask
Mr. Surrey any 0 iestion Iut, with your permission, I should like to
mak a statement, iiay.

The CHAIKAN. Yes, sir.
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Senator DoumLAs. I have not been able to give Mr. Surrey's writings
the line-by-line scrutiny that many of my other colleagues have been
able to do. I have read a number of his articles and I have listened
to his testimony and, as I understand it, Mr. Surrey's ultimate goal
is that people with equal income should pay approxinately equal
taxes; and, second, if t iat is done there then can be a genera re tic-
tion in tax rates.

So that his proposals for broadening the tax base are in the context
of a general revision of the tax rate system which would reduce. taxes
for the vast majority of those who pay taxes.

Mr. SluiEt. Yes, sir.
Senator DOUGLAs. And therefore, the general public would benefit

from the proposals which he makes.
Now, I submit, Mr. Chairman, that this is an eminently just and

necessary goal, and far from castigating Mr. Surrey for holding to
this goal, I think he should be praised.

Now, we all know, at least I think we iow and I think I know, that
this principle has been badly violated by special favors given in the
past by legislation and by administrative rulings in favor of special
groups, and that there is still insistent pressure by special interests
to get still further favors.

Now, these special interests are concentrated and powerful because
legislation or the rulings can mean enormous sums of money to-to
give enormous sums of money to-limited classes, and they, therefore,
have a tremendous economic motive for urging these special favors,
special interests, and special legislation.

The interests of the generaltaxpayers, on the other hand, are dif-
fused. Since while they will lose collectively large sums, the in-
dividual losses to a given person are not great, and the average citizen
therefore does not have the incentive, the time or the knowledge to
defend his interest, and it is almost impossible to organize these
citizens in groups to defend their interests.

To my mind, one of our greatest needs is to have skilled experts who
will defend the general interest. There is no money in this task for
anybody. Big money and big fees are all on the other side.

We have dev.Ioped a highly skilled group of tax lawyers, a. per-
fectly ethical group, but who, representing their clients, get large
fees to make inroads upon the tax structure.

I think the country was very fortunate for some years in the fact
that when Randolph Paul was living he was effective in defending the
public interest. He was a skilled tax expert who had served with
great distinction in the Treasury.

He went into private practice and made very large fees from tax
law. I think he was perhaps the tax lawyer with the highest net in-
come of any lawyer, and yet he devoted a very large share of his time
in trying to remove injustices, what le regarded as injustices, in the
tax situation commonly against the interests of many of his clients.

Unfortunately, Mr. Paul died; he died testifying before a congres-
sional committee in behalf Of tax reform, and at tlte moment heUlef
no immediate successor.

I felt for some time that -Mr. Surrey aight Well be his successor. Mr.
Surrey had lon experience in the Government and in the Treasury
and as Senator Carlson said, represemited the Treasury with distinction
on the Hill.
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He went into private practice. I do not know his private income,
but I am told that. he has collected large fees f rom private parties, and
if this is a test of competence, I submit that he has passed the test in
the marketplace.

At the same time, he has been a distinguished professor of law at the
University of California and at Harvard, and in his writings he has
carried on the tradition of Randolph Paul of what may be termed a
"defender oi the general interest."

This has undoubtedly caused opposition to him on the part of those
who are seeking special favors, and I make no reference to any member
of this committee.

Senator KERR. Specifically.
Senator DouoLAs. Right.
In my judgment, we need men like Mr. Surrey, and I regard his ap-

pointment ag a fortunate one for the country and, for what it is
worth, I should be happy to vote for his confirmation.

The CIIAIRMAN. Senator Curtis.
Senator Cumiris. Mr. Chairman, I will not attempt to go into many

of the details, because they have been covered.
Mr. Surrey, it has been my privilege to serve under, I think, the two

most distinguished chairmen of our generation, our present chairman,
Senator Byrd, and for many years under that great man from North
Carolina, olert Douthton: and during that time we would see you
around the committee.

As I understand your thesis, you contend that if a great many special
provisions-I do not like the word "special"-a great many, you might
say, individual provisions of the tax law were removed, the law could
be simplified and that general rates could be lowered, and the same
amount of revenue obtained, the same amount or more; is that the
thesis you have been working on?

Mr. SURREY. That is the general thesis, sir.
Senator CURTS. Well, now, this business of self-government is a

mixture, to my mind, of technical knowledge, practical business opera-
tion, plus public relations, which means getting along with the people
and selling the people on the idea, and we would never succeed if it
lacks in any one of them.

Could your thesis ever be carried out other than in a one-package
deal?

Mr. SURREY. I do not. know the answer to that. question. It is a ques-
tion, I think, that every one of us interested in this thesis would have
to give consideration to.

Senator CURTIS. Now, ifyou lowered the rates generally, everybody
would rejoice. There would be a lot of us who would be worried about
deficits, but everybody in the country, the individuals, would rejoice.

If you led off with that first, then these provisions that you object to,
if they were approached afterwards, your quid pro quo is gone; is it
not?

Mr. SuRmEY. Yes, sir.-,
Senator Cums. Now, if you undertake to proceed to remove these

individual items or tlies provisions that deal with individual cases,
the first public reaction, tho reaction of the conimitteo and tle reac-
tion of those of us 'vho have a responsibility for ecoilomy; would be
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somewhat to this effect: What assurances do we have that this will
result in lowering the take ?

Consequently, do you not have great doubt that you could ever put

over such a program piecemeal or step by step?
Mr. SURREY. I think your line of thought indicates, and is a good

indication, that one should certainly approach this from the stand-

point of a single package.
Senator Curs. Now, do you regard all individual approaches in

the Revenue Code-and I am purposely avoiding the term "loophole,"

because I think it is misused-"loophole" to most people means a pro-

vision of the internal revenue law that somebody else can use and they

cannotr-but the special provisions dealing with special situations, do

you regard them all as bad per se?
Mr. SummY. No, sir.
Senator CuRIs. For instance, the standard deduction for taxes paid

and contributions made and interest paid can work to the advantage

of millions of people, is that right?
Mr. SuRREY. It is a simplification; that is right.
Senator CuRTIs. And it can work to the advantage of millions of

people all of whom are in the lower income bracket; is that not right?

Mr. SuiRREY. That is correct, sir.
Senator CuRTis. Yes.
Now, have you made any analysis of these individual provisions of

the tax code with respect to those provisions, helping one economic

bracket to the proportionate disadvantage of another economic

bracket?
Mr. SuRRFY. I am not sure I follow the question. I think that all

of this has to be considered in the context of a broad revision, start-

ing with the general proposition that those with equal incomes should

pay equal taxes, unless there are overriding considerations to the con-

trary. There may well be in a number of instances.
Senator Cuirrs. Well now, many of these provisions that grant

relief in a special situation, to my mind, help people in the low and

the lower middle income brackets immensely.
For instance, the deduction for medical expenses: It is conceivable

that a:i individual of a very modest income, and in the same year, hav-

ing to pay terrific medical expense, and might be totally relieved

of the Federal income tax burden; is that not correct?
Mr. SuimREy. He could be, yes, sir.
Senator CURT1S. Yes, sir; and that could not happen in the higher

brackets?
Mr. SuntiFy. No. sir; not with the present limitation.
Senator CuRzTIs. i believe we have built up in this country a class

conscientiousness that cannot be supported by the facts when we use

the term which I dislike to use, the term "loophole" because many

of these provisions in the tax law were put in there for good and

sound reasons, such as the one I mentioned, the deduction for medical
expenses, and I feel that if this thesis of yours, could be followed,

and I am not, commenting on the merits or the demerits, but it would

take, not only a one-package deal, but the one-package would have

to be complete in itstechnical aspects so that eve- body could under-

stand it and it would have, to be well sold, and then you would still

have the fear in the Country that with spending programs going on

and on and on, the reqUest for spending programs going on and on,
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that after these rates were generally lowered that Congress, very
unwillingly, would say, "We would have to raise each bracket by
so many percentage points." Isn't that correct?

Mr. SuiipEy. There is always that problem that, we face; yes,
sir.

Senator Cuiris. We operate under a system, and I realize the
Federal Government has grown so large that the work has to be spread
out, but iii the House of Ilepresentatives for many years in the early
days of the Republic, the same committee which had jurisdiction of
taxes had jurisdiction of appropriations; you are aware of that, are
you not?

Mr. SuiEY. Yes sir.
Senator CurrIs. 'Yhat no longer pertains.
The House Ways and Means Committee and the Finance Com-

mittee, as connittees, are charged with recommending laws to get
enough money to run these programs, good or bad because we are
likewise charged with the management of a national debt, and man-
agement of the debt means to pay it, in my book.

So that there are, you realize that there are, many, many very
important roadblocks to what you propose that are definitely based
on the public, and are in no way related to selfislness or greed on
the part of individual taxpayers or groups of taxpayers or any par-
ticular income brackets; isn't that correct?

Mr. SuRR Y. That is correct, sir.
Senator Curris. I shall not take any more time. I have been inter-

ested in your responses.
The C)IIAIRIKAW. Senator HartkeI
Senator HRuTKi. Thank you, Mr. Chairman.
Mr. Surrey, when Secretary Dillon was before this committee he

indicated, in response to a question that I asked him, that he intended
to send to the Congress some recommendations on depreciation reform
at a very early date.

To your knowledge, is this still the intention of the Treasury
Department?

Mr. S uRRY. Senator, the tax message will contain a recomnmenda-
tion with respect to a tax incentive for plants and equipment. I do
not know whether that is the matter you have reference to or not.

Senator IIARTiE. That is the so-called tax credit plan?
Mr. SURREY. Some inceniive, ys, 5ir.
Senator HARTKE. IS it true then that this measure, if it is in the

form of a tax credit, is designed as an antirecession measure or is it
desgned as a reform in depreciation?

Mr. SURREY. I would say it is not designed as either. It is not an
antirecession measure in the sense of orin the same category as the
other antirecession measures of the President..

It is rather a measure designed to improve our long-range growth
in this country. It is not-it is also not-designated as any final
answer to the problems of what, one might say, should be regular
depreciation year in and year out.

Senator HARTKE. Yes.
Are you familiar With the current situation in most of the business

communities in which they are withholding any investments in capital
goods on the ground that they are completely in the dark, as to what
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the future depreciation mtay be, and are sort of waiting for the out-
come of what the recommendations are going to be?

Mr. SuRmnt. I am glad you asked that question because I think it
would be completely unnecessary for any business to hold up any
investment that it was contemplating making now in plant and ma-
chinery because I think any tax incentive witTi respect to investments
in plant and machinery would certainly cover any investment made
after say, March 1 of this year. So that any concern contemplating
an investment could certainly go ahead and make that investment.

Senator I-L&RTKE. Would the -Treasury Department, in your opinion,
be adverse to making such provisions if they occurred retroactively
back to January 1?

Mr. SURREY. It certainly is a matter that should be given consid-
•eration. But I think definitely that any investment after March 1
should certainly qualify, and we will give consideration to the sug-
gestion that you have just made.

Senator 1-tiArKP,. So, at least that part of It, if there i8 any change
in your opinion it should not affect our current in-estment at tis
moment and, thereby, add to whatever troubles we have in regard to
the recession; is that right?

Mr. SunrRy. That is right; and I am glad you brought the point
up because I think it is a. highly important point.

Senator IlArnKE. In regard to the present situation economically,
I am sure you are familiar with the Heller report?

Mr. SURREY. In his testimony before the Joint Economic Com-
mittee?

Senator HARTKE. Yes; that is right.
Mr. SurnEY. Yes, sir.
Senator HARTKE. At the present time do you feel that, in view of

what is contained in this report, that his so-called tax credit plan
will help to alleviate the recession? In other words, although not
designed for that, would it help to alleviate the recession?

Mr. SURREY. Yes, sir. It would have a favorable antirecession
effect.

Senator IIARKn. Yes.
Now, if such a plan is submitted, do you feel it would be on a tem-

porary or on a permanent basis?
Mr. Su REY. That is one of the matters under consideration.
I would think that it could tend to be on a pei'manent basis, but is

the kind of a matter that one would probably want to look at from
time to time and see how it was working out, as a new provision.

Senator HARTriE. And under the so-called tax credit plan, is it not
true that the depreciation would have to be spent first, the amount for
depreciation, before the credit would be allowed?

Mr. SURREY. Yes, sir. In other words, as you say, it is for an invest-
ment in excess of current depreciation.

Senator IARTUE. That is right. And this would require ready cap-
ital and ready cash?

Mr. SURREY. Yes, sir.
Senator HARTKE. This would work t .e advantage of larger busi-

nesses and to the detriment of smaller businesses under such circum-
stances; would it not I I
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Mr. SuRuEY. I would not want to cone to that conclusion. We are,
as a matter of fact, discussing various aspects of these plans with small
business groups, and it, I think, will turn out that when the tax credit
plan or a plan of that nature is fully understood it will be as advan-
tageous to small business as to larger businese.s,

Senator HAWrKE. Under ait, circumstances, it is quite obvious that
new money of some sort will be required under a tax-credit plan.

Mr. SURREY. Well, the new money, the money, could come from
retained earnings as well as from depreciation allowances, and that
is why I answered the question the way I did.

Senator HARTKE. But, on a small operation, the retained earnings
may be exceedingly small and, therefore, opportunity for expansion
for it would be limited; isn't that right?

Mr. SumEY. Yes; any company.
Senator HA1jTKE, A small enterprise.
Mr. SURREY. Any small company would have to lave funds out of

retained earniPgs or funds that it could otherwise borrow or obtain
from through equity investments.

SOnator' HARTKE, Do you feel that there should be fan overall re-
duction of tax rates as an antirecessionary measure at the present
time?

Mr. SuRR.Y. I think that is-
Senator HARTKE. I understand, and if you do not want to answer,

that is all right,
Mr. SURREY. I would just say that I did not have much of a chance

to read the papers this morning, but I noticed that Mr. Heller speak-
ing, I guess, in his official role, said that he did not seQ any-milch less
of a prospect, I thought it was, of a tax cut at this time.

Senator JIARTa E. Yes. But under the circumstances, the purchas-
ing power in America is certainly curtailed.

r. SutRRY. Yes, sir.
Senator HARTKE. And if we can anticipate anything from the his-

tory of the last recession, we can expect about 6 million or close to 6
percent unemployment after this so-called recession levels out; is th
right?

M1r. SuRREY. That appears to be the indication.
Senator IIARTmE. In other words, we are going to be faced now

with an acceptable percentage of 6 percent of unemployment as a
permanent proposition in American political life.

Mr. SURREY. No, I did not gather that. I gathered from the Presi-
dent's tftement, v.sterdav that this was one of the problems to be pmt
up to his Labor-Management Advisory Committee, or that he put up
to his Labor-Management Advisory CommitteeI and I also gathered
that the President, I understand tat the President, said le would,
after April, reconsider the whole situation and make Whatever recom-
mendations he thought appropriate.

Senator HARTKE. Don't you think though with the moqd presently
in the minds of most people tat we are starting to level out or at least
some people think we are coming out of the recession, that the mood of
Congress toward an overall tax 'reduction will probably have less
chance of passage I

Mr. SuRRHY. I think that is correct.

65



&NOMINATION$

Senator IAiKnz. Yes, and this will force us into a situation where,
in about a year we will come back to recognize the fact that we still
have 6 percent unemployment, with the mood, in such a position, in the
Congress that you cannot effectively do anything.

Mr. SunuYy. I would not want to predict that; no, sir.
Senator HAwri. I would hope not really. I am not asking you,

Mr. Surrey, to comment, but I hope not.
Mr. Suiauy. I would agree with you; I would hope not.
Senator HAwric. At the moment our present plant capacity far

exceeds consumption in America; isn't that true?
Mr. Summzu. Overall, yes,
Senator HArriE. And yet the present situation indicates that we

are going to put a priority not Oit increase in purchasing power
but upon the increase of productive capacity; isn't that true?

Mr. Sunnny. I would not want to use the term "priority," except
that I gather you mean in the tax field.

Senator HIITK.i. That is right.
Mr. SuRRy. Yes.. I would suppose that the tax incentive for in-

vestment in plant and equipment really presupposes that the other
measures taken will put us on the road to recovery.

Senator Hmmrm. Yes.
Mr. Suiummy. Those other measures taken could be in the tax field

or in the nontax field.
Senator HARTKa. But the history certainly in the last 10 years and

the so-called investment incentive in 1954, did not provide the results
which you are now hoping to obtain by the same method which proved
a failure before; isn't that right?

Mr. Summy. Only insofar as in the tax field is concerned.
Senator HARTKm. That is right.
Mr. SuRvEY. The question which I think the President said he

would reexamine was whether the nontax antirecession are or are not
having the effect hoped for.

Senator HAR KE. Isn't the better reasoning to assume that if you
are going to increase production that you should also increase the
power to consume?

Mr. SURREY. I think any proposal to increase production must be
based on the assumption that inevitably the production will be useful
and people will be able to consume the goods that are produced.

Senator HA.rTz. Ant:, therefore, wouldn't it -be the better part of
judgment to tie with your st)-called depreciation reform or whatever
you want to call it, your acceleration of depreciation, also a tax cut
for the Anerican people so that you would have both the things going

in the same direction at the same time?
Mr. $u-ia. Well, I know that you have earnestly advocated that

position, and it is a position advocated by a latge number of thought-
ful people today.

gAnftor HArTKm. The chances of that being done are rather slim?
Mr. SURREY. On that I will have to await the President's state-

ment.
Senator HAwKrx. And if we go into the next recession it might be

too late.
Mr. SURREY. I think that is one of the difficulties in the situation.
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Senator H-TAUTIz. And the thinking at the moment is, even by many
economists, that there is the possibility of another recession in 1962;
isn't that right?

Mr. Suunmy. I am not aware of that.
Senator HARTKE. Or early 1963.
This paints a rather bleak picture for some 6 million people who

would like to earn a living, does it not?
Mr. SURREY. It certainly does.
Senator HAIrrKE. It sort of throws the challenge down not alone

to you people in the Treasury Department but to us in Congress and
in the administration.

Mr. SuRrmY. I fully agree with that, sir.
Senator HARThE. An d if it is not met head on, this question of em-

ployment, it does not make much difference what kind of missiles we
have, we will be taken from within, isn't that right ?

Mr. Summy. I agre with your statement, sir.
Senator HLATKi.i That is all I have.
Senator CUnRIS. Mr. Chairman, I have one more question.
The CHAR)MAN. Senator Curtis.
Senator CUTms. Mr. Surrey, do you know of any foreign countries,

and if so, I would like to have you name them, where their overall
tax program comes nearer to taxing all of the people according to
their ability to pay and, to use a very general term, actually work
out in a more just way, than the tax program of the United States?

Mr. SuRmuy. I believe I have said, Senator, that the system of the
United States could stand quite favorable comparison With the sys-
tem of any other developed country with respect to its tax structure

I also think that with respect to any legislation, tax or nontax, we
can never stand still. WTe should always be alert to improvement if
we can find ways to improve it.

Senator Cnrrm. I agree with your latter statement. But do you
know of any country that you would point out, you. would say their
overall tax program is more just to alf classes of people than that of
the United States ?

Mr. Su- y. I do not know the details of any system to that ex-
tent, but I would say, on balance, that the U.S. system certainly can
be compared favorably with any other system.

Senator CuRnIs. It is also true that many of the countries we have
been called upon to help have never faced up to a tax program that
is anywhere near as realistic and as thorough as the tax program of
the United States.

Mr. Summy. I think that is correct. I think the United States
has made amazing strides in the development of its Federal tax
structure.

Senator Cunls. At least they collect a lot of money.
Mr. SuR my. That is correct.
Senator CuRnS. That is all I have.
f~kTe1V 'Kr A '%X . Snatorw'"-~
Senator Kimp. Mr. Surrey, as I understand your testimony, you

have indicated you think the capital gains treatment now accorded
coal royalties is-unjustified I

Mr. SumRY. I think it is wrong to call it a capital gain, and the
particular classification of it as a capital gain is wrong.
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Senator KAW. Would that have any different net result on how
the taxpayer was taxed, differentiation in the term I Are we talking
about thie same thing?

Mr. SURREY. Well, that is the difficulty I have, Senator, and one of
the difficulties in the capital gain situation, If this were not classified
as a capital gain, if Congress feels it appropriate to give particular
relief to coal royalties for one reason or another, that is the decision
with respect to coal royalties. I think it confuses the situation by
calling it a capital gain.
. Senator KERR. Under the present law the holder of a coal royalty
who receives income from the coal royalty is taxed on the basis of
income to him on a capital gain, and the rate applied to it; is, that
eorrect I

Mr. Strak. That is correct. .
Senator KERR. As l understand your position you think that should

be treated as ordinary income and taxed as--.
Mr. SURREY. That is the presumptive treatment, that is it is a

royalty, and ought, to be taxed as'aroyalty. .

.Senator KERR. That it is a royalty and ought to be taxed as ordinary
income.

Mr. StRpy. As other royalties are, as ordinary";iicomd; yes, sir.
Senator KERR. Ordinary income.
Now, the same provision in the law applies to the income from the

sale of timber. Do you feel the same way about thatV You know
that the present law has two items in that particular section of the
code with reference to which the income is treated as a capital gaini
and taxed as a capital gain. One is the sale of timber on land, or the
income h,0f1 coal rMaltv. They are treated alike; is that correet?

Mr. Sumnu .So fa ras the royalty is concerned; ys sir,, ,
Senator KERR. So far as the income is concerned.
M.r. SiMREY. Yes, sir; the income from royalties; yes, sir.
Senator Kral.n. No,N no. It is not royalty incomia from, timber.,It

isjust the ifieom from the sale of timber off lands. , o -
Mr. SURmY. That is right. I am sorry. I was confused about iV.

The so-called cuttingg of the imber is treated a§ a eaj)ital, gain trans-
&ktion.

Senator KERiR. Well the sale of the timber. It has to be sold before
it can be cut uiless the 1ellow.-

Senator KERR (continuing). Cuts it without buying it.
Now,, what I am asking you is if you feel the same way about the

present treatment in the law with reference to the income from the sale
of timber?

Mr. Smumm. On that matter I simply do not have enough back-
ground information with re pect to the timber situation.

Senator KERR. Well, there is this difference between, a man selling
timber on his land and a man selling th coal under his land. It he
sells the timber on his land he can eventually hope to be able to haive
his land produce another crop. of timber which could be sold up, so

If he sells the coal under his land he cannot' sell' that but 6nc%
because it does not replepansh itslf like the timber does. So there
are those who -feel that The coal is more nearly- a capital asset than
timber. Does that make sense?

Mr. SuRRPY. I can see that line of argument; yes, sir.
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-Senator Kum. Now, therefore, it you felt that it is not justifld
that a man who owns coal under his land and who sells it should tiead
the income from that sale as though itt were ordinary income, would.
it be reasonable to assume that that line of reasoning would reach
the same conelision' with- reference to his attitude toward the sale
ofa crop of timber off of his land?. ' I ,

Mr. SURREY. It could-the difficulty, as I say, I do not have, sback-
ground in this area-the general difficulty I would have is", would that
apply to all minerals or not?

Senator Ka. Well, at this time, neither of them applies to a y
thing other than the specific item, No. 1, on the one hand is the coal
aid, on th" other hand, is the stand of timber.

I am asking you if your position in the matter would be e: %Acted'
to, be the same with reference to the present treatment of the sale of
timber as it is with reference to the sale of coal.

Mr. StiUIY. The difficulty I have in answering your question is
that the two came into the law at different times.

Senator KEtR. That is correct. The timber has been them much
longer than the coal.

Mr. StmpEY. Yes, and the background you have given me witl
respect to coal relates it more closely to timber than I had understood
the earlier argument with respect to coal, which was more of the fact
that the inflationary situation with respect to coal royalties had
lessened the value of those royalties, and that then it might be appro-
priate under those circumstances to change the tax treatment.

You have given a different relationship that ties the two up more
closely than T perceived they were tied up.

Senator KERR. Are you familiar with S. 544, a bill introduced by
Senator McChrthy of innesota?-

-Mr. SummRPY. What does it relate to, sir?
Senator Kmm. I will send you a copy of it.
Mr.. SRREPY. No, sir; I am not familiar with it.
Senator Kin. I believe that an examination of it will disclose

that the purpose of that bill would be to secure the same treatment
fr tle owner of an iron ore royalty with reference to his income as he
received it that is now accorded to the owner ofa coal royalty.

In other words, the present law provides for the treatment of the
sale of timber or income from coal' royalty as being given the capital
gain tax treatment, and this would provide the same privilege for
&he income of the owner from his royalty in iron ore, ani I would be
led to the conclusion that you would have the same feeling about
the treatment being accorded to iron ore that you do with reference
to the treatment being given to the coal royalty.

Mr Stunm-r. I am sorry; I did not hear that.
Senator KERR. I would assume, since iron ore is a mineral and an

irrepla able mineral, once sold it i§ gone, just as ig the case with coal,
that the owner, I would assume that you would have the same feeling
abouC the owner of royalty in iron ore being given the right to treat
his income as a capital gainithat you have the reference to the owner
of coal ore' with reference to thp income he collects from his royalty.

r. SVmEY. I would assume, as I say, lackin aimy knowledge, de-
tailed knwhwedge of th6 situation, if the economic situation were the
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Senator KxA-n. I am talking about the abstract treatment of income
from an irreplaceable mineral interest, as is the ease with reference
to coal under existing law, and Senator McCarthy is seeking now,
through that bill for tie owner of iron ore.

Mr. SUREY. I think the matter should be considered from the stand-
point of the similarity of timber, coal, and iron, and I suppose also
from any similarity with respect to any other mineral.

Senator KkIul. I am just asking if it would be reasonable to assume,
in view of the similarity of the ownership of iron ore royalty and coal
royalty, whether you would have the saime attitude with reference to
the iron ore royalty that you have wi th respect to the coal royalty.

Mr. St nuii. Initially one would have that feeling. I would like to
study that situation, sir.

Senator KERR. I want to say, as I said yesterday, that I have every
disposition to look upon and presume in favor of, the designated ap-
pointee by the President; and I want to say that I was favorably im-
pressed here this morning by your answers to the questions of the
Senator from New Mexico that you would approach these matters with
an open mind, and then I gathered from the remarks of tle Senator
from Illinois that you and lie had a common viewpoint with reference
to these question. [Laughter.]

Senator DOUGLAS. You should not draw that conclusion at all, my
good friend.

Senator KrAmu. Well I was just going to ask the witness if my as-
sumption in that regard was wel founded.

Senator DouoI.AS. I simply said, as I read Mr. Surrey's articles, he
believed that people in general, with equal income, should pay equal
taxes, and it seems to m,--

Senator Krm. You went far beyond that in your respect and regard
for him, and your paying him this tribute and giving evidence or the
fact you and he had common views, and it gave me such a shock-

Senator l)cuG.As. I am sure it did. [Laughter.]
Senator KERt (continuing). I.wanted to ask the witmss if your

assumption in that regard was well founded.
Senator DouoLAs. It seems to me extraordinary that the Senator

from Oklahoma should question the validity of the principle that
people with equal income should, in general, pay equal taxes. This
would seem to me to be axiomatic, but I admit that it is a rule prob-
ably more violated in the breach than in the observance, so far as our
tax laws are concerned; and I felt that he had been given a pretty
thorough going over because of a belief on his part which seems to me
to be thoroughly correct.

Now, may I say to my good friend from Oklahoma who has the
quickest mind in the Senate, and who probably is the ablest intellect
in the Senat, and I say that-

Senator KEitn. I am far too modest to contest your conclusion.
[Laughter.1

Senator oUGTAS. I am sure of that, But. may I sa y if you dis-
agree on these points, as I am sure you do, disagree with me but do
not take it out on Mr. Surrey.

Senator KER. HIave I appeared to be taking anythingouit on you ?
What I am trying to do, Mr. Surrey, is to fix it so that others won't
try to take it out. I'am trying to get you to remove yourself from



NOMINATIONS

the posture that I think his statements have, unfortunately, put you
in. [Laughter.]

Mr. SunnEY. I think I can assure both of you, Senator Kerr and Sen-
ator Douglas, that I have an open mind on any of these propositions,
whether it is advanced by you, Senator, Senator Douglas, or any
other Senator.

Senator Kr.um. And if that would necessarily create a situation-
if that would necessarily remove you from the posture of being in
com)lete agreement Wi th the Senator from Illionis, that would not
change the validit y nor accuracy of your statement.?

Mr. Suiutuy. No, sir.
Selt or Ktmit. 1 ou see, those of us who respect and love the Senator

from Illinois have never labored under the impression that he had an
open mind on it. [Laughter.]

Senator l)oUoiaHs. I plead guilty in this respect. I simply believe
that people with equal income should pay equal taxes. If this be
heresy, make the most of it.

Senator Cuirris. 'Would the distin(guishe(l Senator from Oklahoma
yield that I might ask the Senator from Illinois a question?

Senator DouOLAS. Certainly.
Senator Cuirns. I do not understand his statement. You have

stated that, people with equal income should pay equal taxes.
Senator DouGLAS. Should, in general, pay equal taxes; that is

correct.
Senator Cunris. Coming to the illustration I used a bit ago, an

individual or a family with a rather modest income, another family
across the street with a similar income,, the same number in the
family, tih one family has a very expensive, exceedingly expensive,
medical bill. Under existing law it is possible that that unfortunate
family might he relieved of their taxes. Are you opposed to that ?

Senator DouoLAs. May I say to my good friend there is a difference
of opinion as to the definition of income, as to whei income really
begins, and it may well be that, you will say that income begins after
some necessary personal expenses have b)een met. So 1 (to not think
the deduction for medical expenses is a violation of the principle
that equal income, and I would- define that as equal net income, should
in the main bear equal taxes; that is all.

Senator Cua'ris. I waw never aware that personal expenses were
a deduction in any tax return.

Senator DovuiAs. You might, define that as not lxng net income.
Senator Curxs. Now, suppose one taxpayer gives nothing to good

causes, and another one takes that income and gives generously, far
beyond the average. Would you still tax him t he same?

Senator I)ooLAS, I.'-t. 1me say I was very careful to lay this down
as a general princil)le, and I ie18onally feel that you may want to
stimulate private philanthropy within reasonable limits, you may
want. to provide for ol age, you may want to provide for educa-
tion, these are all possibilities.

But I think the burdeii of proof should always be upon those who
ask that they pay less taxes than ethers with equal incomes pay.
The burden of proof is upon them, and the general principle seems
to me to be correct.Yet., I will very frankly say that I think the tax laws, and in many
cases the tax interpretations, violate this principle, ajnd the rigor of
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the questioning to which Mr. Surrey- will not say has been sub-
jected-been exposed, indicates that this principle does not find as
wid4 aceptance aaI had hold it would.

Senator CRTmns. That is all.
,,.Senator IoooAS. That is all with me.

Senator Km.. Now, with reference to that, Mr. Chairman, and this
is not - i preparation for further questioning, 11r. Sirrey, my fail-
ure to take advantage of the opportunity gevn me by the Senator
from Illinois to agree With him as to the validity of the basic princi-
ple that equal income should be subject to equal taxation---

Senator Doua.As. Should, in general, be equal.
Senator Kyxtn. That is not what you said. I heard what you said.

I am not talking about what you read; I am talking about what you
said.

The opportunity to agree with that was a boobytrap because with-
in 5 minutes he made two limiting statements about it. The first
one was "generally speaking." The next one was that he meant netcome.

Now, I aftord him the ability to state his position as fluently and
as articulately as any man that I know, and he is the most delight-
ful opponent that I have ever encountered on the floor of the
Senate-

Senator DOVOLAS. Thank you.,
Senator KERR (continuing). And most courteous. I just did not

want the impression to be created either before this group of people
or the, committee* or the, record that my failure to agree with him
ona basic principle was in afny way connected with bly failure to
subscribe to the principle. But due to the experience I have had,
and the Senator's ability to explain and differentiate as to the applica-
tion of the statement ot a basic principle is such, that if anyone ever
agrees with him there is not the remotest chance for anyone to know
where he will eventually wind up on the ride that would be his

Senator DotoLAs. May I say, if this is true, I have learned from
worthy masters in this committee. [Laughter.]

Senator KPRR. Well, I appreciate that remark and it is, at least,
as friendly, and certainly less critical than others that htive been made
With reference to the membethip of this committee.

Senator DOUGLAS. May I say to my good friehd -from Oklahoma
that if my name is ever submitted for nomination as Assistant Secre-
tary of the Treasury I shall be very glad to submit to cross-examination
on the part of the Senator from Oklahoma.

Senator KERR. Well, one of the questions-
Senator DOUGLAS. And Senator Anderson has said he would not

vote for my confirmation. [Laughter.]
Senator KriR. I would never vote for the confirmation of the

Senator from Illinois on the assumption that he had an open mind.
[Laughter.]

If I did so it would be because of my high respect and my high
regard and esteem for him, but not on the assumption that he had
ari open mind.

Senator ANDMSO. Mr. Chairman, I made my observations strictly
iionpartisan. I said that on the basis of the cross-examination back
and forth between the Senator from Nebraska and the Senatof frormt
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Illinois I would not xote to confti'rn either one of them this morning.
-[Laughter.",

Senator CURTIS. I.might say I am aot anticipating a Presidentiql
appointment. [Laughter.]
_1have no hard foeling of disappointmeint.
Senator KR. I take some encouragement from that. [Laughter.]
I had hoped that the country! goerally ,would assume that our

,friend, the ,great Prpsident in the ,White ionse, would have another
term, and I think the Senator ifrom Webraska has given me, some:basis
for thathope in that the only reason that ihe would:not have hope of
a presidential appointment would be on -the basis that there would
continue to be a Democrat in the White House.

Senator Cuiris. That is a good hope.
Senator WiAxbts. "Mr. Chairman, now thlqt we have confirmed the

Members of the Senate, I-would like toask Mr, Surrey just a few
questions. (Laughter.]
-In anaworto the Seriator from Oklahoma did - understand you to

say that you are considering ,very favorably toward recommending
counting these royalties on a capital gain basis for iron ores an(w,perhaps, otherminerals? ..

Mr. & lruy. No. I am sorry; I said I was not familiar with the
.bill and, presumably, thAt the Treasury would have to study it.

Senator V.h1A.AMS. Then you are only studying-that and keeping
an ope mind in that cowtection. "1

Mr. SURREY. It is the first time I saw the bill.
Senator WILLIAMS. In1wonection with the administrations recom-

mendation for. a new method of computing depreciation, are you con-
templating any change in the present law. as it relates to accelerated
depreciation?

Mr. Suvfyu . I think I maynot hAve made myself clear when I was
discussing this with Senator tIartke.

The President said he would recommend a tax incentive for invest-
ment in plat and, equipment. 'hat is not intended to meanthat the
VJtir, qluestioiio f delprviutrion will have been consideredwith respect
to that recommendation.

Senator WiIAms. Then you are expecting that- his recommenda-
tions will be inaddition to the existing law rathierthan in replacement
of some of the provisions of existing ]aw; is thatcorrect?

Mr. SURREY. I think that is one of the matters that isunder, study,
and it is certainly possible., that areconmaendation for a tax incentive
for investment in plant andequipment, which could be through the
credit route that several of the Senators asked me about, if it were
followed, could be wholly apart from the question of depreciation, and
that there would still be Ior consideration a study of what should
be the regular treatment of depreciation year in and year out. Those
would be separate matters under that approach.

Senator Wnxmis-s. That gets down to the -point: What is your
opinion of the present orithe existing law as it relates to acceleratedV recreation IMr. SRZY. On that I am not in position presently to state.

The :Tr asury has under consideration a study of depreciation prac-
tces ,on .mepart of iPdustry, and tte ,results of revenue agents'
,xaminations.
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The tabulations of that study will likely not be concluded for a
number of months. Until that data are available it is, I think, im-
possible to come to a conclusion on this question.

Senator WILIAMs. Yes.
What is your personal opinion as to the existing laws that relates

to the taxation of cooperatives I
Mr. SUmRRy. I beg your pardon?
Senator WurLtMS. What is your personal opinion as to existing

law as it relates to the taxation of cooperatives ?
Mr. SuRRYr. That is a field in which I have not spent much time

at all as a professor. Now, we have the matter along with other
officials of the Government under consideration, and we have been
conferring with people from both sides.

The subject would apparently be one in which there is an interest
on the part of Congress; hearings were held by the Ways and Means
Committee last year.

At the present moment I am not in position, I think, to give an
opinion on what would be the appropriate treatment. It is under
study in the Treasury Department.

Senator WrLLAms. Just one further question: I noticed in the press
the last couple of days, the Department of Justice, the Attorney
General, has indicated a working arrangement that has been
arranged between his Department and the Treasury Department.
Could- you describe that working arrangement as to what there is
planned in that?

Mr. Summy. No. I think that is an arrangement, if I understand
it, bet ween-with respect to enforcement; is that correct?

Senator WILLAMS. Yes, that is right.
Mr. SURREY. Yes. That is a matter that I think the Commissioner

can answer much better than I because I do not have all the details
of it.

Senator WLLTAS. Will the tax returns be made available to the
D par.ment of J"vtice for the consideration of the prosecution of cases
other thai those involving tax matters?

Mr. SUREY. I simply am not aware one way or the other of the
working arrangements.

Senafor WILLANIS. You have not sat in on any of those?
Mr. SUmEY. No, I have not, sir.
Senator WiLLIA3S. That is all.

-'The ('11AIRMtAN. Mr. Surrey, I want, first, to saythat I think you
have made a frank witness. iou have answered the questions as well
as yOU could under tle conditions. Of coum, the committee has been
handicapped by the fact that it was forced to resort to statements of
yours made in articles and statements of some years ago. You halye
replied at times that these statements were made as a private citizen,
and that as time goes on you may change those views.

lay I ask if the report that you made to the President represents
fully your views on your philosophy of taxation?

Mr. Suv REY. No, sir; it does not in this sense: As of any given time
one tries to give his views as completely as he can. One learns soon
thereafter when more information becomesAVayiabie to aiu,: Lht Uthe
dimensions of the problem clifnge, and oni has to give consideration
to attitudes, viewpoints, and -information that were not' available
before.
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I think in the tax field this is constantly the problem, and one has
to have an open mind so that he is receptive to the new information
that comes to-iis attention.

The CHIRAMIAN. It was the latest expression of your views on tax-
ation, I assume, when it was prepared V

When was it prepared?
Mr. Sumupy. It was in December and I have learned since Decem-

ber information I did not have as of december.
The CHAIRMAN. Could it be that the reason the President has not

made this public is because you would want to revise the recommenda-
tions you made to him then I

Mr. SutREY. No. I do not know one way or the other on that but I
just wanted to indicate--and this is not any attempt, sir, to avoid your
question, it has just been borne in on me in the months I have been
sitting in the Treasury, what a vast amount of information becomes
available sitting in the Treasury Department.

The CHAIRMAN. If you were asked to head another task force would
you make other recommendations ?

Mr. SuiutEY. I beg your pardon?
The CHAIWAN. I f you had another tAsk force, now, for example,

would you make a different report from the one you made on Decem-
ber 811

Mr. SuRREv. I think on some of the matters here and there touched
on, I think that my views might well be different.

Might I add this: I think in 2 or 3 months from now my views on
other matters would be different than today if new information be-
comes available.

The CHAIRMAN. I think the rigor of the examination, as expressed
by Senator Douglas, comes from the fact that the committee was
forced to rely upon the statements which you made covering broad
fields years ago.

Now, have you any expectation that this report that you made to the
President willbe made public

Mr. SumFy. I just do not know one way or the other, Senator, on
that.

The CHAIRMAN. I have been requested, Mr. Surrey by members of
the committee to write you a letter asking for a full expression of
your views which may parallel, perhaps, the report you made to the
President, and I assume that would be entirely proper.

The President is unwilling to release the report, notwithstanding
the fact that he has nominated you for this position. Perhaps this
is the most important position, in respect to taxation in the Govern-
ment. It must be presumed that your recommendations will receive
support by the Secretary of the Treasury and others. I

So I want to say to you, sir, if we prepare such a letter its purpose
would be to do justice to you as well as to ourselves, because your
philosophy of taxation is not entirely clear by reason of the state-
ments you have made in the past, which you now think should be
reconsidered.

I assume, you would now be prepared to give an up to date reply to
the committee as to your philosophy in response to the questions set
forth in such a letter.
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Senator~~m Ao f Might 1I i*k,Ab ur. wey, did yQU sigfiithiswre-
ipot ,s&s m sae, work ormWpre there some otler people with you onihepnanelf ° . , , , '

,rSuy .Thi ixeoMposita port.
Senator ANDERSON. Were you lresponsible ,afr thetbiukiugaof the

other four people?
-. iSmuit.. o r, :.This was . compoaite rep irt,-f the~grp•

It was not solely my views .
SendtorAinzmsow. Thatis.what -I undeittood it to 4.,
'The CHnAXAX. Didn't you prepare tlemrport actually?.,. i
Mr. SuRRxy. This group had a number ot weatings,-. ,T i draft

was !goi overbyieverymember f tl task foree. .vernmimh of
'the group went over it. There was consultation with -oler , persons,
snd thji- was not my-'-

The Cmuitu*x. But you agree wholly witlirhe report, do you not?
You did not dissent?
Mr. ,Svm, TR' I think well agreed that ,it was.-a, cmsensns of a

group. This would be the consensus of the groip,.
The CHIRMAN. Has the President ever given -you iauy reason why

h did not-makeit public?,
Mr.;SuRnyR, The Presklenthas inot'given eany rason. n this.

I am only stating my assumption that'it was a matter which, since ,it
;was written, tohim corfidentially-.-

The CHAIRMAN. It was given ;to hm confidentially,
Mr. 'Sunm}, Given to him confidentially, and 1do not know

.whether he wanted to discuss it with other moimbers of the ad-
ministration or not. Maybe he felt that in the tax fiold it was inap.
propriate to release a report of this nature because. this was a matter
that should await a tax message to the Congress and that tax matters
of this nature should be handled in the traditional fashion of a tax
message to the House Ways and Means Conmfittee, and perhaps that
may have been in his mind. • I

Senator KERR. As I understand the chairman's question it was
totally disassociated from the repot, and it was on ile basis that it
would be had there been no report, as I understood he asked Mr.
Surrey, if he would submit to him,a letter with certin questions,
would Mr. Surrey give the committee lis views on those questions.

Senator ANDERsoN. I wouldagree, iMr. Cliairman, I thik that is
entirely proper.

I would only say that I would not see any wai by which Mr. Surrey
could compol the President of the United states to release the report.

The CHAIMAN, I did not ask for that. His task force report- on
taxation was not made public. I simply pointedly this out, in explana-
tion of the unusual procedure of asking'for written answers to written
questions.
I Senator A.NDERaSON. Mr. Clhairman, ; think'it is perfectly obvious
.why the report is not made -public. I received from -investment
coumsel a recommendation with reference to a certain :security. I
could not quite understand it, and I wrote to one of the best known
investment -firms in the country and asked if the man',who:sentime

Now, if the taxation of that individual industry came before the
committee, I would not think I should he required to produce the
letter sent to me in confidence.

34O)ONATIONS
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: The. resident of the- United States ak for sorne inflofmatioa,nd
a committee gave it to him. It seems to we Oiat the tPe|t sf- ho
United States is the only perso that can tumu that-loose-. I quite
agree it is proper for the chairman to ask Ior the views lu 'wt-in.g of
the individual. '

The CHAIRMAN. That is what has been propowl. Thwik youa Mr.

Mr. Suommy. Thank you, Mr. ldhairman.
The CHAIRMAN. The next nomination is that of Robert Hunting-

ton Knight, of Connecticut, to be General Counsel for tjhe T reasury.
Mr, Kinigh, will yoinmake your statements.

FITATM T OF, ROBERT HUNITINGTON' k *flTO NO)4tiE TO B
GE!IERAL CORNEL FOR H ,TR AVRY

Mr. KNI T.'T Ur. Chairnn , aaid gentlemen, hayo n pq pared
statement. I understand there has beeaiubmited to texremieI's of
this committee a 'brief, biographical summary of my career to date.

(The bipgrapical sketch follows:)

Place and date of birth:: Now Have0, o Ipeubruary 27, 191. Father:

Earl Wfill Knight (decsed) i Mother: oancoa Plerpopt Whitney Knight,.Albenmrle;0ounty, VA.
Education: Philips Academy, Auhdover (1930),; Yade University (B.A. 1940).;

•University of Nirginia 1aw School (LLB. 1947). Law school honors: editor-in-
-chief, Law Review; ,president, M1oot Court; member of various honorary and
social organizations.

.Married: Alice Vall6, December 14, 1940. Children: Five. Reldene, 296
N Street NW., Washington, D.C.

Brief career summary:
1 940,41 : -Account executive, John Orr Young, Inc. (Advertising agency),

010 Fifth Avenue, New Yoik, N.Y.
1941-45: U.S. Army Air Force'(honorably separated).. -

.1947-49: Aistant: professor, University of Virginia Law .scoo1.
1949-54: Associate, Shearman & Sterling & Wright (law firm), 20 Ex-

change Place, New York, N.Y.,
1955-58: partner, 'hearman & Sterling & Wright.

S November 10, 1958, -to January 20, 41961: Deputy Assistant Secretary of
Defense (International Security Affairs).

Memberships: Member of New York State 'Bar nad a number of profes-
sional, social, ,and charitable clubs and organizations."

Mr. KNIGHT. I have also submitted to the chairman of the com-
mittee a letter which sets forth the disposition which I have made of
my affairs 2 years ago when I accepted a position in the office of the
1Secretary of Defenme, and-if confirmed, I would intend to continue the
arrangement of my affairs in this pattern. . I

As General Counsel to the 'Treasury, my job is to render legal
advice primarily rather than to formulate policy. TL'o the extent
'that the committee may be interested in my views, I might say that
I have read the statements very carefully which have -been made
by Secretary Dillon before this -committee,, and others, and I am in
general accordance with his views.

:1 will be glad -to answer any questions you might have, sir.
SThe UHA1M:AN. istere aniy OOnmIct o1 1ItIert3 niav yuu gone

into that?, Have you submitted to the committee a statement on
the question of the conflict of interest ?

67514-61- 6
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Mr. KNIGHT. Yes, sir. I have submitted a letter to the chairman
setting forth the facts in this regard.

The CHAIJMAN. There is no conflict of interestI
Mr. KNIGHT. In my opinion, none at all, sir.
The CHAIRMAN. That letter will be inserted in the record,
(The document referred to follows :)

WASHINGTON, D.C., February 14,1961.
Hon. HARRY F. BYRD,
Chairman, Committee on Finance,
U.S. hSenate,
Washl lugton, D.O.

DEAR MR. CHAIRMAN: I am advised that the President Is proposing that the
U.S. Senate confirm my appointment to the Office of General Counsel of the
Treasury. This letter sets forth the disposition which I made of my private
affairs in connection with my recent service in the Office of the Secretary of
Defense and which continues to date.

1. On November 9, 1 58, I withdrew from the private practice of law with
the partnership of Shearman & Sterling & Wright, 20 Exchange Place, New
York, N.Y., and, pursuant to a settlement agreement, I divested myself of my
right to share in fees earned by that partnership water the date of my
withdrawal.

2. All of my personal security holdings have been converted to cash, savings
accounts, or obligations of the U.S. Government.

3. Prior to my departure from New York in 1958, I resigned from any and
all connections with private organizations or enterprises for profit.

My wife and children are beneficiaries in common with other relatives of
my wife of certain trusts created by ancestors of my wife. However, I exercise
no control or Influence over the composition of the corpus of these trusts or over
policies affecting distributions made therefrom.

I shall be happy to answer any questions that you or other members of the
committee may wish to address to me concerning the foregoing or any other
arrangements that would seem advisable to assure compliance with the letter
and spirit of laws concerning conflicts of interest. You may be assured that I
have taken every step that has occurred to me as appropriate to that end.

Respectfully,
RoBERT H. KNIGHT.

The CHAIRM3AN. Are there any questions?
Senator ANDERSON. Are you a registered-are you registered as a

voter in either party?
Mr. KNIGHT. I am not presently registered, no, Senator.
Senator ANDMSON. When you were last registered, were you regis-

tered as a Republican?
Mr. KNIGHT. Yes, sir, I was.
Senator ANDERSON. When did you change or haven't you changed?

Did you change your registration?
Mr. KNIGHT. No. It expired.
Senator ANDERSON. Then you are still registered?
Mr. KNIGHT. I have not been eligible to vote for the last several

years.
Senator ANEfRsoN. Has it expired? Don't you remain registered?
Mr. KNIGHT. I did not have an opportunity to register at the last

time for registration. I sold my residence in Connecticut, and I have
been living in Washington since that time.

Senator ANDEiSON. For how long?
Mr. KNIGHT. Since November 1958.
Semador A N E -8ON. 1)O Ilty have aim tahILU UilUt, er?
Mr. KiGHT. Yes sir. But I was not registered ider the laws of

Connecticut. One has to register under the laws of Connecticut
annually, and I did not have that opportunity.
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Senator ANDMSON. I do not follow you. Weren't you living in
Connecticut in November 1958?

Mr. KNIGHT. Until November 1958; yes, sir, I was.
Senator ANDFRSON. So you could havegotten a ballot?
Mr. KNIolrr. In 1958, yes, sir.
Senator ANDFRSOm. Ye. Did you?
Mr. KNIGHT. No, I did not. In 1959 my registration expired, and

it was not renewed.
Senator ANDERSON. You could have kept it alive even though you

were living in Washington?
Mr. KNIOT. I was living in Washington-I believe that I could

not-I was unable to take the time away from my'duties to go to
Connecticut at the proper time.

Senator ANDEMSON. You are an attorney?
Mr. KNIGHT. Yes, sir.
Senator ANDESON. I am not, so I speak freely on these legal points.

But couldn't you qualify ? The mere fact that you moved your Ya mily
to Washington does not deprive you of the right to have a legal
residence in Connecticut, does it?

Mr. KNIGHT. No, it does not, sir.
Senator ANDERSON. Was it your lack of interest in politics, then?
Mr. KNrIT. No, it was not.
My family, after November 1958, were living here in Washington,

and I sold my residence in Connecticut. However, I intend to return
to Connecticut and I assume that Connecticut is the place of my legal
residence.

Senator ANDERSON. What effort was it to register?
What do you have to do to register?
Mr. KNIGHT. You have to go in person to the proper place annually,

if I recall, and register.
Senator ANDERSON. And you have not been to Connecticut since

1958?
Mr. KNIGHT. Not at the proper time for registration.
Senator ANDmRs0N. Is there a limited, time in which you can

register, a specific day f
Mr. KNm. There is, I believe, a limited period for each election;

ye, sir.
Senator KERR. Is your residence in Connecticut such that you could

now register there if you were there at te proper time, or would
you again have to establish your residence there in accordance withtheir Taw ?

Mr. KNIGHT. I believe-I am sorry, but I tmn not wholly familiar
with the requirements in that regard. I might very well have to
produce a proof of residence, which I might not be able to now, not
owning a place to live in Connecticut.

Senator Wlmua.,is. Air. Chairman, I join both the Senator from
New Mexico and the Senator from Oklahoma in urging you at. the next
registration day that you try to register and continue with your
support of the Reptblican Party.

Senator DoxmiLAs. Mr. Chairman, may I say that I intend to vote
for the confirmation of Mr. Knig-ht, even though he was a "Republican
or if he become a Republican again. And may I say that I think
thii administration has set an example which the previous administra-
tion *did- not set in appointing a number, of people of, the opposite



politi cal faith, and in this respect, we have set. an example which I
hope the party of my friend from Delaware willfollow if the cotmtry
should ever be sjfliently unfortunate to have them assume national
power once more.

Se atr WILLtAms. As I recall correctly, there were afew appointed
before, although I will say agaiit I congratulate -the Seator f rom
'UhinoiSlikewise on the fact that his-administration is patterning after
some of the good practices etablished under the preceding adiins-tration. I hop- they-will follow through.

Senator DOUGLAs, The previous adkinistrationvirtually appointed
no Democrats at all.

Senator WiUAMs. Who-was thefirst Secretary offaborI
Senator DouoLs. One man.
Senator Kmm. And he, if I remember correctly, could not take it.

The enviropiment was sO, frigid, he could not take it.,
Senator' ANDkN ON. My interest in this a as follows:
Mr. Dillon is also a registered Republican. YoU ,worked for Mr.

'Dillon apparently in the State, Department?
Mr. KNIGHT. No, sir; I was in the ' Defense Department.
Sena, )r. ANDERSON. International Security Affairs?
'Mr. INIoHT . Yes, sir.
SenatorAmDERsow. Was it he who brought you into this-positiont
Mr. KNIGHT. I believe herecommended-me ,for it; yes, sir.
Senator ANiqmSo. So he naturally would probably turn' to a

Republican.
Senator DOUGLAS. May I say I think Mr. Dillon has made excel-

lent appointments, -and I do not think weshould hold it agist Mr.
Knight because he was a registered Republican, and I think it is
a further indication of the broadmindedness of the present adminis-
tration.

Senator WxwmAs. Not only should not hold it against him, but
you should compliment him.

Senator AwDyawom. I am -not arguing the point. Some of us am9
trying to get Democrats appointed, and we are having a hard time.

Senator WriIA.NS. Wel, we want good qualified men.
Senator ANDmSoN. I have no further questions. -

Senator Km. I just want to say this, Mr. Knight: I think you
are an able man and a good -man, and Mr. Dillon is fortunate to
have you. I just do not want you to either-be intimidated or seduced-by the partisan remarks of the members of this committee.

The C iAIRXAN. Are there any further questions ,.
Thank y6tiMr. Knight. -

Mr. KiGmHr. Thank -you -very much, Mr, Chairman.
The CHAIRMAN. The next nomination is that-of Boisfeuillet Jones.

of Georgia, to be special asgistant- on health andmedical affairs to.
the Secretary of Health, Education, andWelfare.

Senator Talmadge. -

Senator TALHADGII Mr. Chairman, I would -ike to make. a "ste-
ment regarding the nomination.of Mr. Boisfeuillet Jones.

I have -known Boisfauillet Jones for some 12 or 18 years .as t
-personal friend.

His character is excellent, he is -experienced, he is~ dedicated, he
'is hard working,, and I i think ,he will do an outstading J0U ix te,
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position that the President has nominated him for, and I urge this
committee to advise and consent to his nomination.

The CHAIRMAN. Thank you, Senator Talmadg6..
Mr. Jones, would you care to make any statement for the committee?

STATEMENT OF BOISEUILLE1 IONES, NOMINEE TO BE SPECIAL
ASSISTANT ON HEALTH ANd ] )EDIOAL AFFAIRS TO THE SECRET
TARY OF HALTZ EDUCATION, AND WELFARE

Mr. JONES. Mr. Chairman I have presented to the committee a
brief biographical sketch. f have nO prepared statement to make.
I will begladto respond to any questions,

(The biographical sketch of Mr. Jones follows:)

BOSnE1Lrr JoNts

Boril:. Macon, Ga, Jpnuary 22, 1913.
Education: Emory University, Atlaut, oGa., B. Ph., 1934; LL.B., 1987; Atlanta

elementary and high schools.
Positions held:

Emory University, I946, vice president and administrator ot'health serv-
ices, 1954; dean of admndIlstration, 1948-64; assistant to the president,
1946-48; asistant profteor of political science, 1946-52.

Lieutenant, USNR,, Bureau of Ordnance Washingthn, D.C., 143-40..
National Youth Administration, 19=5-43, Georgia State administrator,

1940-42; regional administrator, 1942-43.
Community activities:

Director, Protestant Radio and TelevisiOn Center.
Director, Atlanta Speech School, Inc.
Member, National Advisory HelthC ouneil, 1956-00.
Chairman, Committee of Consultants on Medical Research, U.S. Senate Com-

mittee on Appropriations, 1959-60.
Member, Comnission on Human Medicine, Southern Regional Education Board,

1948-49.
Member, Advi6ory'Committee oft Health- Policy, Democratic National Committee,

1960.
Member: Omicron Delta Kappa (leadership), Phi Delta Theta (social), and

Phi Delta Phi (legal) fraternities; American' Academy of Political and Social
Science; number of professional organization&.

Political affiliation: Democrat.
Marital status: Married Anne Baynon Register; two children, Laura and

Boisfeuillet. Home address: 2701 N Street NW., Washington, D.C.
Designated position: Special Assistant to the Secretary (Health and Medical

Af r), Departme n, ef Healith, E du.i and Welfare.

The CHAnmrAlq. You have a; strong nmmendation by Senator
Talmadge, amd that goes farf iiithis Oommittee.

Mr. JONES. ,Thank you, sir.

Thank you vey.much, Mr. Jones. .. -

Mr. j~~s Tfianlkyo
Senator A jX6FMb. Rerm'Ui 'tAlmadg did everything for you that

Mr. J0 E. Yes, sir.
SThe CH A N. The cmliiittee Will recess iffil 2:30, when we

will take up the nomination of Thomas D'Alesandro, Jr. to be a
member of the negotiation ,Board, and Mr. Wilbur J. ohen, to
be an Assistant Secretary ot Ifealth, Education," itnd Welfare, and
others.

(Whereupon, at 12:30 p.m., the committee recessed, to reconvene
at 2:30 p.m., the same day.)
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AFTERNOON SESSION

The CIRXMAN. The committee will come to order.
The Chair recognizes the Senator from Maryland, Mr. Beall, to

present the first witness.
Senator BE ALL. Mr. Chairman, I have the honor of presenting to

this committee the Hon. Thomas D'Alesandro, Jr., whom the Presi-
dent has nominated for Renegotiation Commissioner,

I would like to say, Mr. Chairman, I have known Mr. D'Alesandro
for approximately 40 years.

We served in the Maryland Legislature together; we served in the
House of Representatives in Washington for some 8 or 10 yearstogether.or. D'Alesandro was elected three times mayor of Baltimore. He

served his State and his city with distinction and credit, and it is a
great pleasure for me to recommend him not only because of my per-
sonal knowledge of Mr. D'Alesandro but because I recognize his abil-
ity as an administrator.

He demonstrated his ability in operating very successfully and
commendably the sixth largest city in the United States, the city of
Baltimore, and I do ask the favorable consideration of this committee.

Mr. Chairman, I would also like to add the endorsement of my
colleague, Senator John Marshall Butler who is necessarily absent
today. Thank you.

The CHAMMAN. Thank you very much.
Senator ANDERSON. Mr. Chairman, can I say that I served some

time in the House of Representatives with Mr. D'Alesandro, and I
have a very fine impression of him. I know a good deal about the
work he did in Baltimore, and I would like to second and support what
Senator Beall has said.

Senator KEri. Mr. Chairman, I would like to ask the witness a
few questions.

The CITAI AIAN. Senator Kerr.
Senator K.RR. As I look at you and I look at Senator Beall and I

look at Senator Anderson I see a great differential or what appears
to be a great differential in your age. Are there any young men with
whom you are acquainted? [Laughter.]

STATEMENT OF THOMAS D'ALESANDRO, JR., NOMINEE TO BE A
MEMBER OF THE RENEGOTIATION BOARD

Mr. DIALESANDRO. I have six sons and a daughter, and seven grand-
children, Senator.

Senator KCERl. Well, that neither impairs nor enhances your quali-
fications for this osition. I am just asking you, are you acquainted
with any youth otier than your own family who might vouch for you
here?

Mr. D'ALESAWDRO. Yes, the President of thle United States.
[Laughter.]

Senator KERR. There are those who had indicated they thought he
was somewhat youthful. I have thought he was more mature than
that, but maybe that will serve.
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The CHAIRMAN. Do you have a statement to make with respect to
any conflict of interests?

Mr. D'ALESANDRO. No Mr. Chairman.
The CHAIRMAN. Are there any questions?(No response.)
T CHAMMAN. Thank you very much.
Mr. D'ALESANDRO. Thank you, Senator.
The CIIAMAN. Thank you, Senator Beall.
(The biographical sketch of Mr. D'Alesandro follows:)

TnOMAS D'ALESANDRO, JR.

Bon: Baltimore, Md., August 1, 103.
Mayor of Baltimore, Md., 1917-59. (Legislative chairman, U.S. Conference

of Mayors, 1047-59, representing conference before Senate and House commit-
tees on 'hatters pertaining to municipalIties.)

Member of Congress 1939-47; 76th, 77th, 78th, 79th and 80th Congress.
Sed'vei on following committees: Appropriations, Interstate and Foreign Com-

merce, Labor, Patents, Invalid Pensions, District of Columbia.
Member, Baltimore City Council, 1935-38.
Served as general deputy.
Collector of internal revenue, 1933-34.
Member, Maryland State Legislature, 1927-33.
Served as Democratic national committeeman for Maryland, 1953-57.
Education: St. Leo's Parochial School, Baltimore Md.; Calvert Business Col-

lege, Baltimore, Md.; honorary degree, doctorate in business administration,
University of Maryland.

Private business: Thomas D'Alesandro & Son, Insurance, 210 East Redwood
Street.

Residence: 245 Albemarle Street, Baltimore, Md.

The CHAIRMAN. The Chair recognizes Senator MeNamara and
Senator Hart.

Senator MCNAMARA. Thank you, Mr. Chairman.
Knowing the tremendous amount of work the conunittee has had, I

will be as brief as possible.
Senator ANDERSON. Would the chairman indulge me for just a

moment? I have been called to a meeting at another spot because
of a situatinn in another part of the world, and I cannot remain, and,
if the two Senators would permit me to do so, I would like to say, Mr.
Chairman, that I have known Wilbur Cohen for a good many years,
and I have been engaged in some of the same places or similar places
in which he has beer. engaged in connection with unemployment com-
pensation. He was the first director of unemployment compensation
in my State in 1936, and I have known a good deal about him, and I
merely want the record to show that I endorse him wholeheartedly
and vigorously, and would be happy to stay here and testify at length
for him if the opportunity permitted.

I have to be at the Capitol by 3 o'clock, so I was afraid I might get
into conflict. I apologize, Senator McNamara, and Senator Hart forbreaking in, but I did desire to make that brief statement.

The CHAiMAN. Thank you, Senator Anderson.
Senator McNamara, youtmay proceed.
Senator MoNA.ARA. Thank you very much, Senator.
Mr. -Chairman, I consider it a privilege and pleasure to present

to this committee Mr. Wilbur Cohen-a good citizen of Michigan-
who has been nominated bythe President for Assistant Secretary of
the Department of Health, Education, and Welfare.
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" Mr. Cohel li inationallyi known as one of the soundest authovities in
the field of social welfare in the country. At the Uuiveilsity of Miehi-
gan he has made notable contributions toward, the training of students
and practitioners in this field. ,

I have known Mr. Cohen for a number of years and, have benefited
from his advice and counsel.

He is a man who has earned profound respect for his ability--his
expert knowledge and his personal capacity for working well with
people--both in the executive branch of the Government and with
Members of the Congress.

He served-forthe past 2 years--aA consultant for the Senate Sub-
committee on Problems of the Aged and Aging--of which I had the
privilege &oibding chairman- o before that to the ffll Committee on
Labor and'PubliC Welfare.

I am proud of the fact that Mr. Cohen is a resident of Michigan
and n distinguished professor at the School of Social Work of the
University of Michigan.

He has been called upon time after time by Governors and legisla-
tors-of both parties in our State-to assist in developing legislative
programs to meet the State's.sooial and economic needs.

Mr Che i ih dedicated his life to service to his country and to
making th6'pubiic service a life of distition and contibu.n

:t :knowV orno6ne more devoted to thisNation of ours--and more
dedicated to achieving the great purposes of our Founding Fathers.

I want to again thank you for the privilege of appearing here and
introducing this distinguished citizen of our State.

L Ul[. t~i1A~tIM&~ AI .... 8LWL| 1 u .. V-i ju"r it.

Senator Hart?
Senator HAniT. Mr. Chairman, thank you very much. I am here

simply to say "Amen" to all that my senior colleague has said. We
are very proud of Wilbur Cohen in Michigan, and I hope the com-
mittee will vote favorably for him.

The CRAMA. Mr. Cohen, you cpu proceed, sir, to make a state-
ment if you care to do it.

STATEMENT OF WILBUR 3., COHEN, NOME TO BE ASSISTANT,
SEOREARY, HEALTH, EDUCATIONAL, AND WErLFARE

Mr. CoHiu. My name is Wilbur J. Cohen. I am professor of pub-
lic welfare administration at the University of Michigan on leave. I
have a full biographical statement here, if you will like to have it
introduced into the record.

The CHMXMAN. Without objection it will be inserted in the record.
(The biographical sketch of Mr. Cohen follows:)

BIOOAPHICAL IORm0ATtON, WVLIt 3. OoHn, AssisANT EcRETAst-D8Iax1A
6r laAL~r,; R~tOA7IO1t, AND WWLFAllt

Professor of public welfare adniinistratlon, School of 8 al -Work, the Uni-
versity of Michigan, Ann Arbor, M16.,15 l. ; ' - I ... ... -,

Director, Division of Research And, Statistics Social. Secutity Administration,
Department of Health, Education, and Welfare, 195-5M.,

GraduAth of the University of Wisosiain, (labor eeonomncs) 1934. Received
Sohn Lendrum Mitchell memorial gold medal for the outstanding thesis in in-
dustrial relati n "A History of the International Aswo! tion of MaceiSts:

1911-of28.tnits
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SAgab-4--atit to the Fecutive Director (Edwin E. Witte) of President Roosevelt's
6abinetCommittee on Economic Security (1iW4-3) which d-afted the original
Social Security Act. Technical adviser to the Chairman of the Soeiat Security
Board (Arthur J. Altmeyer) and to the Commissioner for Social Security (1935-
52) in charge of program development and legislative coordination work with
Congress.

Cihairnman of the Tripartite Comnmittce on Health, Welfare, and Pexiwons of the
Wage Stabilization Board, 1951, which recommended policy, and Chairman of
the Committee, 1952, which administered the stabilization program for such
plans.
I Member: Advisory Council on Public Assistance, 1959 (appointed by the Sec-
retary of ilealth, Education, and Welfare) ; Committee on Pension Costs and
the Older Worker, 1956 (appointed by the Secretary of Labor) ; State Council
of Health, Michigan, 1960 (appointed by the Governor) ; Consultni ta Comnmittee
to the hblidren's 130reau, 1960 (appointed by th Chief of the Children's Bureau).

Represented the U.S. Government in Ihternational conferences op SocialSe-
curity In Brazil, Chile, Mexico, Argentina, andl Venezuel, to the International
Conferencep of Social Work iii Itdia (i=2) aid to the International Labor Con.
ference (I46 and 1951). '
. Author of "IRtirepent Policies in Social security, " Vuniversity of California
Press, 1957. Coauthor of the bo6ks, "Readings in Social Security,' (whh Wfllian
Haber) 1948, and "Social Ofcurity: Programs, Problemp, and Polfcies" (with
William Babe,') 1060. Author of various articles and reports on employee bene-
fit plans, retirement, social security, medical eare, and aging, xi0 the Eueyclt~pdia
Britannica, Public Welfare, Social Service Review, Industrial and Labor Rela-
tions Review, Social Work. Yearbook, Americau Journal of Nursing, atloN other
professional Journals.

' I-" v4 the PiQ~ugulied Service Awar(!,D%*rtpient of jealth,,*ducatdon
and Welfare, '16 in srgnvtioei~ ,p,- -ntl rice in the development of
social security programs; received the National Conference on Social Welfare
Award, 1957 for outstanding contributions to social welfare; received Distin-
guished Service Award, Group Health Association (Washington), 1956.

Director, Division of Employment, Welfare, Rtetiremnent, Second International
~ ~ Jt~tA.~ 'APLOIA~tfl I. S I LL51y b.LASIW %AJAUL VIA. A ~JU

*nd Publi W~elfaie (US. Congress), 195"-6, 1959:; consultant on aging, United
Nations, 1956-.7; chief consultant, Committee on Neighborhood Goals, National
Federation of Bettlementbi and' Neighboihood Centers, 1957-49; cotisultaht, Social
Security 'Administration 1W-0; i chairman, Advlsofy Council, Retirement
Advisers, Inc., 1958-60; chairman, Gui:ernores Study Commission; (Michigan)
bi * Publio Health, 1i96"t; .member, ,Governor's task force on, .public health
(Michigan), 1959; chairman, task force on health, Adviory Comixittei on Re-
organization' (Michigan),,1958:;- in embei , Advisory, Commuittee on Employment
Problems of Older Persons (Michigan) 1958-59; member, Advisory Committee
for the'White HOuse Confereniee on Aging to the Michigan Commission on Aging
1959-60 CWonsultant, Panning; Conmittee bh the 1mpactJof Ififlation boi Retired
Citizens, White House Conference on Aging, 1959-60; vice chauima,.Amerkan
Parents Comnittee, 1960.

Visiting professor, School of SocialWelfare, U.C.LA., 1957.
Member:. E4itorial board, Social Work; Committee on Public Welfare Policy,

Aerican Public Welfare, Assoiation; Committee on Social Research, Inter-
Xh tionay'A sociation of Gerontology; board of trustees, Group Health Asso-

Iatlion, 1950: executive committee, National Conference on octall Welfare, 1957-.
60; hou se of delegates, Council on Social Work Education, July1 1959, to 3une 30,
1962 1 CTrricuium Committee, Council on Social W6rk EduCation', 1959-80; Ameri-
can Public Welfare Association, Council on Social Work Education, National
Association of Social Woikers, Royal Society 6f !Henith; National Council on
the Aging; Industrial Relatio* *eep{rch A6 iation Anmrican, Foomle As-
sociation; American Public flealt4, "'-,ation :iehgan Wfare Zr4xgu.
Michigan Society of Gerontology; 0.M sln on So ial Policy ind AeiJa Na-
tional Association of Social Workers, 1957-82; board of ,dj4ors,. ,atoaalAsso-
elation of Social Workers, 1059I-,.

Mr. Comm. I was bor i in Milwaukee, Wis., went to the University
of Wisconj here I was trained, as an economist under Prof. John
IR. CommOns, Selig Perlmahn, *and Edwin E. Witte. i l er entered
the Federal Government where I was conlited for some 21years with
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the Social Security Administration and the predecessor agencies of
the Dpartmrent of Health, Education, and Welfare.

In 1956 1 left the employment of the Federal Government, und
became professor of public welfare administration at the Univei Jity
of Michigan from where I am now on leave.

I have included in my biographical statement, some of the books
and papers I have written in this biography and some of the affilia-
tions of a professional character.

In Michigan I have been a member by appointment to the Governor
to the State board of health and to other health advisory committees,
which are listed in my statement.. I was appointed by President-elect Kennedy to be the chairman
of his task form on health and social security, and I have here a copy
of task force report if you would like, Sonator.

The CYhAMIAN. Do you desire that inserted in the record?
Mr. Coimw. If you would like, Senator. I have it here for inser-

tion in the record.
The CHAIRMAW. Without objection it will be inserted in the record.
(The document referred W follows:)

HEALTH AND SOCIAL SECURITY FOR THE AMERICAN PEOPLE

A report to President-Elect John F. Kennedy by the Task Force on Health and
Social Security

MEMBERS

Wilbur J. Cohen, Chairman, professor of public welfare administration, the Uni-
versity of Michigan, Ann Arbor, Mich.

Dean A. Clark, M.D., general director, Massachusetts General Hospital, Boston,
Mans.

James Dixon, M.D., president, Antioch College, Yellow Springs, Ohio
Herman M. Somers, Ph. D., chairman and professor, Department of Political

Science, Haverford College, Haverford, Pa.
Robert D. Cooke, M.D., professor of pediatrics, Johns Hopkins University

School of Medicine, Baltimore, Md.
Joshua Lederberg, Ph. D., professor of genetics, School of Medicine, -Stanford

University, Palo Alto, Calif.
Elizabeth Wickenden, acting director, project of public services for families

and children, New York School of Social Work, Columbia University, New
York City.

INTRODUCTION

The Task Force on Health and Social Security was appointed by President-
Elect Kennedy to review from among the most pressing and significant health
and welfare proposals those which should have priority In the Initial phase of
the new administration.

The recommendations of the task force consist of the following proposals:

A. MEDICAL AND HEALTH PROGRAMS

1. Medical care for the aged and other social security beneficiarie&
2. Medical education and medical manpower.
3. Medical research.
4. Medical care facilities.
5. Establishment of a National Academy of Health.
43. Creation of a National Institute of Child Health.

3J. SERVICES FOR FAMILIES, CHILDREN, AND OLDER PERSONS

7. Assistance to children of an unemployed parent.
8. Preparation of a family and child welfare services plan.
9. Strengthening and streamlining administrative organization.
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0. UNEMPLOYMENT INSURANCE AND SOCIAL SECURITY PROGRAMS

10. Improvement of unemployment insurance.
11. Improvements in the old-age, survivors and disability insurance program.
12. Improvements in public welfare.

The task force has had available to it the public recommendations of various
groups, and a substantial body of data, including the information and conclu-
sions in the following official reports which have been of inestimable value to it
in making its recommendations:

1. "Federal Support of Medical Research: Report of the Committee of Con-
sultants on Medical Research to the Senate Committee on Appropriations" (the
Jones report), 1960.

2. "Physicians for a Growing America: Report of the Surgeon General's
Consultant Group on Medical Education" (the Bane report), 1959.

3. "The Advancement of Medical Research and Education Through the De-
partment of Health, Education, and Welfare" (the Bayne-Jones report), 1958.

4. "Hospitalization Insurance for OASDI Beneficiaries: Report Submitted to
the Committee on Ways and Means by the Secretary of Health, Education, and
Welfare" (the Flemming report), 1959.

5. "Report of the Advisory Council on Public Assistance" (the Mitchell re-
port), 1960.

6. "Report of the Advisory Council on Child Welfare Services" (the Kidneigh
report), 1959.

7. "The Condition of American Nursing Homes," a study by the Subcommittee
on Problems of the Aged and Aging of the Senate Committee on Labor and Pub-
lic Welfare (the MeNamara committee), 1960.

8. "Report of the Special Committee on Unemployment Problems," 86th Con-
gress, 2d session, Report No. 1200 (the Eugene McCarthycommittee), 1960.

The task force urges the favorable consideration of the proposals discussed
in thig report.

IIEALTH AND SOCIAL SFAJURITI FOR THE AMERICAN PEOPLE

An adequate standard of health and welfare for all of the American people
requires the leadership and support of the Federal Government.

The American people have recognized and accepted the responsibility of the
Federal Government to help Improve health and welfare services. This prin-
ciple requires effective Implementation in 1961.

The task force has confined itself to the most immediate necessities for
Federal action and does not present its recommendations as a complete program
for health and welfare. We have been deeply conscious of the need for selec-
tivity in the light of the cost of such proposals in relation to the other imperative
and immediate fiscal and administrative demands upon the Federal Government.
We have also been concerned about the most effective and practical methods
of meeting these costs and are proposing fiscally sound methods to achieve the
desired objectives. Our proposals place a major reliance on the self-financ-
ing methods of contributory social insurance and repayable loans supplemented
only where clearly necessary by funds from the general revenues.

A. MEDICAL AND HEALTH PROGRAMS

The United States can be proud of its remarkable and continually improving
health and medical care personnel, facilities, and programs. Yet, in our coun-
try there are still significant medical care needs which can and should be met
and which can only be met if the Federal Government takes a more vigorous
role in the financing, organization, and stimulation of health and medical care.

1. MEDICAL CARE FOR THE AGF4D AND OTHER SOCIAL SECURITY BENEFICARIES

The only sound and practical way of meeting the health needs of most older
people is through the contributory social security system. This system per-
mits people to contribute during their working years to the relatively heavy costs
of medical care in their later years. Full freedom in the choice of qualified
physicians and medical facilities would be assured. The proposal uses the tried
and tested insurance method of payment for hospital and medical care with
which millions of Americans of working age are familiar through Blue Cross
and other private insurance. The same general considerations apply to widows,
surviving children, and permanently d.iabled persons who are receiving social
security payments.
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Scope of medial care o¢tflts
Hospital and related institutional costs place such an impossibly heavy finan-

cial burden on those groups of people that these costs should receive the major
emphasis In dny program. Moreover, the hospital is increasingly becoming the
center of health activities in the community, as it should be. But at the same
time the plan should include Incentives to use appropriate alternative personnel
and facilities of a less cosity and nonihstitutionat character.

The essential benefits In any such program at Ods time should include:
(1) Inpatient hospital services;
(2) Outpatient hospital diagnostic services;
(3) Skilled nursing home services; and
(4) Home health services, such as visiting nurse services.

The Inpatient and outpatient hotipital services would be effective approxinately
1 year after enactment of the legislation. To give time to make necessary arrange-
ments skilled nursing services and houe health services would be available 2 years
after enactmpeut. By Including in the legislation provisions which would give
an individual two units of skilled nursing howe service for 1 day of hospital
service and adequate home health services there would be an incentive to use
th=cc eut-ef-bsplto I wbrvices.
- There are those' wha gontemd that there a u&t ulcvaL pezgsoniel aud facil-
Ities to make It feasible to put this program into effect at this time. Certainly,
lcentives should be created for the establlsbxient of additional personnel and
facilities as recommended subsequently in this report But this should not be
a reason for delay In instituting an Insurance program. One of the most Impor-
tant ways in which personnel and facilities are 'tmulated and more equitably
distributed is by providing a mechanism for paying for such services. Assurance
of coltlnued financial support for services is ono of the key elements in the
development of personnel and facllU a.
Admi ilttrattot of meidcai carl program

•The legitshwiou would clearly provide thalt
., Ip poway w!l, any of iW povialons spctalii medical care;
(2) 'ree choice ol physician, hospital, and iiursing home are assured to

every Individual by law;
(3) There would be no supervision or control over the practice of medicine ;
(4) Providers of service would be paid on the basth of reasonable cost as

maybe mutually agreed to by. the provider ofservice and the Secretary of
Health, Education, and Welfare and any agreement could be terminated upon
notice by either party;

-(5) Pizoviders of service could designate an agent to negotiate arrange-
ments with the Federal Government;

(f1)' A national advisory council would be established including outstand.
ing persons in the hospital and health fields. The councU would be consulted
In the development of policy and regulations in the admiulstration of the
program.

(7) -General definitions or participating hospitals, skilled nursing homes,
and agencies providing home health services.would be Indicated In the statute.
The Secretary, should be authorized to use appropriate State agenel" In
determining whether a particular hospital, skilled, nursing home, or home
health agency meets the definition for participation.

Financing of the medical care pogrom
The cost of the medical care benefits should be fully financed by contrIbutions

to the insurance system. The costs of various alternatives are shown in the
table..

• °
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Retimaies of earlV year I and lvel prnemum cost I for the Anderson-Kenncdy

attnndment of 1960 and various suggested modifications

(As a percent of taxable payrolls

Early yeat costs with Level premium coats
tuxableeraings aise with Utable earnius

Specifications of medical insurance plan of- base of-

$4,o_ V AO _4,800 $7,200

A. Anderson-Kennedy amendment I ---------------- _ 0.39 0.34 0.68 0.63
B. Andermon-Kennedy amendment with eliminationof $75 deduct ible ................................. .47 .Al! .72 .0t
C. Anderson-Kennedy amendment in (A) plus eligi-

bilty at age 65102 ............ & .................. . .6 .46 .73 .06
D. Anderson-Kennedy amendment In (A) plus eligi.

bliIty at ago 65162 and elimination of $76 deduct-
ible ............................................... 64 .(6 .91 .83

E. Anderson-Kennedy amendment in (0) plus survi-
vors and disabled beneficiaries.........67 .57 .77 .70

F. A n fl4mtiXiidy amendment ti (D) l)lus survi-
vors and disabled beneficiaries ................... . 69 .1 .96 .88

Early year costs are defined as the "osts tot the year 1962 assuming all features of the program are fully
ope rtive for the entire year.

Level premium cost it the average cost for the long run.
As offered in the Senate, August 1960. The amendment included insured persons age 68 and over.

Source: Chief Actuary, Social Security Administration, Jan. 5, 1961. The estimates differ slightly from
those use!: mid.1960 due In part to the 1960 changes in the OASDI program and some revisions in the
assumptions.

A plan which involved initial contributions of about 0.5 percent of taxable
payrolls (one-quarter p.ernt each en employers and employees) d-uriug the first
5 to 10 years and then stepped up contributions to about 0.8 percent (0.4 percent
on each party) would permit the development of a reasonable adequate benefit
program consistent With a consideration of the financial effect of the new con-
tributions on the contributors and the economy.

The contributory insurance system should be authorized to provide funds for:
(1) Community demonstration projects relating to the development of

personnel and facilities to meet the health needs of Individuals under the
program ;

(2) Community projects on the means to increase the adequacy of per.
sonnel and facilities;

(8) Consultative services to the States looking toward methods for helping
develop adequate facilities within each State, and bringing their services
and their facilities up to needed level$ of performance.

The Secretary should make recommendations to the.President and the Congress
to encourage the development of economical and appropriate forms of health
care which are a constructive alternative to hospitalization.
Oo rvage of aged not insured under social security

Many of the noninsured aged are already protected under other existing pro-
grams. Thus, under recently enacted provisions of law Federal civil service
annuitanta will soon have medical -car protecti0o.- Veterans who are eligible
for veterans' pension or compensation are entitled to hospitalization. Accom-
panying legislation can be enacted by Oongte*s so that railroad retirement annul-
tants will have benefitA no less favorable than social security beneficiaries. The
shiall remaining group can be taken cate of by the States under the new program
of ihedlcal asSlstathce to the aged. Rnaetment of theniedical insUrance plan will
relieve the States of a substantial long-rdn cost involving probably more than
$800 milli~h annually. If experience demonstrates tOat thb existing financial
ot'Othef plfn provisions of the Fedeihl medical gsistec legislation are hot
adequate to 610et this resldet nee4, then ftt t Federal legislation can atd
should be entiated as the nieedi d.ibstr ted.'

'the beieflt, lfifaneinlg/idnlgtaVratiVe, abid ethe- lm)lications and alternatlveb
It th fs progtil h#4 bWn el ded With tM'Coinmlssioh fe ok 18eJlal Aecbrity.
The details of a sound and workable plan consistent witth# htbovt jrdgrai dtre
in the process of completion by the Commissioner for the consideration and
appropriate action of the incoming Secretary of Health, Education. and Welfare.
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2. MEDICAL EDUCATION AND MEDICAL MANPOWER

In order to achieve the administration's objective with respect to medical
care for the aged as well as the health of the population as a whole, it is es-
sential that the Federal Government take prompt action to increase the supply
of medical and other health personnel including physicians, dentists, nurses,
public health personnel, and social workers. It is a matter of national concern
that according to the Bane report to the Surgeon General 40 percent of all medi-
cal students come from the 8 percent of the families with the highest incomes.

A program for medical education and medical manpower should consist of
the following interdependent components which ar listed In the order of
urgency:

1. Federal support for maintenance and expension of educational activities
in the health field consisting of:

(a) A program for the basic support of operating costs to maintain these
institutions.

(b) A program which would give institutions an incentive to expand
the training of personnel

Thiq part of the program would involve Federal expenditures of approxi-
mately $10 to $20 million in the first year.

2. Federal aid for the construction of new educational facilities and renova-
tion and expansion of existing facilities for the purpose of increasing the num-
bers of persons being trained in these fields. This would consist of:

(a) Planning grants to institutions to achieve these objectives ($400,000).
(b) Alteration of existing facilities for expansion ($25 million for first

year).
(o) New construction of facilities including expansion of existing schools

and establishment of new ones. Within this category, with regard to physi-
cian training, priority should be given to expansion of existing schools ind
the establishment of new 2 year schools. (The Federal commitment would
be about $25 million for the first year but actual expenditure would be
substantially less.)

3. Federal grants to institutions for scholarships and fellowships for students.
This would involve Federal expenditures of about $10 to $20 million for the
first year. These educational grants should be available to students so they
could attend a medical school without regard to residence or other arbitrary
restrictions not related to the ability of the applicant.

The program recommended by the task force would involve Federal funds of
about $70 to $90 million in the first year. The cost will increase to about
$270 million by the fourth year and is likely to remain at approximately that
level. This is only about one-half of the existing research grant program of
the National Institutes of Health. The expenditure of these sums is essential
for national growth and effective performance.

3. MEDIOWA, RESFRCII

The needs for medical research and research education have been admirably
documented in the report to the Senate. Committee on Appropriations of the
Committee of Consultants on Medical Research under the chairmanship of
Boisfeuillet Jones. The principles and recommendations in the Jones report
would well L,-.rve as a longer run guide to policy and appropriations in this field.

Federal support of the direct costs of medical research should be continued
at approximately its present level for the next fiscal year. However, the edu-
cational and research activities of institutions receiving grants from the
National Institutes of Health are handicapped at the present time by the limita-
tion In the appropriation act on indirect costs. This limitation now at 15 per-
cent of the direct cost does not cover the actual Indirect expenses. This acts
as a deterrent to new research and reduces the available institutional funds
for educational purposes. The Federal Government as it does In other grants
for research, should realistically meet the total costs of the research for which
it makes grants through the National Institutes of Health. The first year cost
would be about $20 million additional if this policy were applied to initial and
renewed research grants only. The longer run cost of this policy would be
about $50 million annually.
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4. MEDICAL CARE FACILITIES

The proposed medical care for the aged program will require additional
facilities to be constructed over a period of time. The Hill-Burton hospital
construction program has resulted in a significant increase in hospital beds,
especially in small communities. There still remains, however, a substantial
need for the construction and renovation of kinds of facilities required for the
care of the older age group, especially in urban areas.

The first emphasis should be given to the following components in a program
for facilities expansion:

(a) Au Increase in exithikg Federal grants under the Hill-Burton Act for
facilities for long-term care including public and nonprofit skilled nursing
home and other chronic disease facilities ($10 million annual increase).

(b) Long-term low-interest Federal loans for construction, renovation,
and expansion of nonprofit hospitals and nursing homes according to ap-
proved SUtte plans ($100 million annually). A combination of loans and
grants should be permitted.

(a) Long-term low-interest Federal loans for construction, renovation or
expansion of facilities for medical group prnatiep and group practice agen-
eiep or organizations (direct to the groups or agencies concerned, without
the intervention of States) ($5 million annually).

An exploration should be made of possible ways in which existing legislation
relating to loans to proprietary skilled nursing homes under the Small Business
Administration could be amended to increase the proportion of cost guaranteed
up to 95 percent provided the homes met the standards of construction and
continued operation prescribed by the U.S. Public Health Service as a part of a
State plan.

The Secretary and the Surgeon General should take the leadership and initia-
tive within existing legislation to encourage the development of outpatient
diagnostic and treatment programs. Expansion of services in this setting will
be of great importance to the successful operation of the medical care program
for the aged.

5. ESTABLISHMENT OF A NATIONAL ACADEMY OF HEALTH

, The President should take the necessary steps to arrange for the establishment
of a National Academy of Health comparable to the National Academy of
Sciences. The purpose of such a nongovernmental, independent Academy would
be twofold:

(a) To recognize and honor the significant achievements of leaders in
helth research, teaching, care, and administration, and

(b) To insure a continuing body of recognized integrity, responsibility
of purpose, and breadth of competence for advice to the Government and
the public on questions affecting health.

0. CREATION OF A NATIONAL INSTITUTE OF CHILD HEALTH

As an important new step in a broader program for the improvement In family
and child health and welfare services, the Surgeon General, with the approval
of the Secretary, should, by administrative action establish a National Institute
of Child Health within the National Institutes of Health. Such action would
recognize the administration's concern not only with the welfare of the aged,
but with its children and youth.

The establishment of the National Institute of Child Health would not re-
quire additional Federal expenditures for research for the fiscal year 1962. An
allocation from. existing funds should be made for an initial administrative or-
ganization. Subsequent allocations of funds would be included within the
budget of tile National Institutes of Health.

The high incidence of mental disease, the terrifying problems of juvenile de-
linquency, the burden on family and community resources for the care of the
mentally retarded, all attest to the need for a concentrated attack on problems
of tle development of the child. Research into the physical, intellectual, and
emotional growth of the child is at present severely handicapped by the absence
of a central focus for research that exists in other fields such as heart disease
and cancer. Within this Institute will be concentrated research workers in the
fields of genetics, obstetrics, psychology, and pediatrics as well as basic scientists
who will channel their efforts into the study of the normal processes of human
maturation from conception through adolescence.



92 O ATIONS

Such a research program will have a profound impact on the medical care
and practice in tbis Nation by emphasizing the care of the whole individual
rather than the fragmentation of the patient into particular diseases. The re-
search grants from this Institute will stimulate programs necessary to ascertain
those genetic and environmental factors that lead to the development of a physi-
cally and mentally healthy adult. Such an Institute should help bring to each
child of this Xation-normal, gifted, or retarded--complete fulfillment of Ills
true potential.

B. SERVICES TO FAMWxES, (HITTAI.EN, AND OLDER PIrxo-A~s

A nation's strength lies in the well-being of its people: families, children,
and older lpr.'ons. Welfare services Support this well-beig in times of stress
and constitilte, therefore, an essential part of any effective social -curity pro-
gram. It seems appropriate after 25 years that the welfare grant-in-aid pro-
vilon.4 of the 8ocinl Security -Act, espeially those involving fanillie and Oil-
dren, be reexamined to determine how they can be made more adequate to meet
current social and economic needs. The following specific recommendations in
this section tire made with this objctivc in mfind.

7. ASSISTANCE TO CHILDREN OF AN UNEMPLOYED PARENT

In order to meet the growing emergency needs of famille. affected by unem-
ployment a temporary provision (until June 30, 1962) should be added to title
IV of the Social Security Act which would authorize the inclusion of children
in need because of the unemployment of a parent among those eligible for aid
to dependent children.

8. PREPARATION OF A FAMILY AND CHILD WELFARE BEhVICES PLAN

The Secretary of Health, Education, and Welfare should be requested to do-
velop'for submission to the President and the Congress, prior to the expiration of
the temporary amendment to aid to dependent children, a Family and Child
Welfare Services plan which would bring together in one program the resources
of Federal aid to the States under the Social Security Act for assistance and
social. services to needy families and children and community social services In,.
such areas as Juvenile delinquency prevention, services to the aging, and other
related programs designed to strengthen community life. This would not affect
titles I and X of the Social Security Act relating to the aged and the blind,
respectively.

9. STRENGTHENING AND STREAMLINING ADMINISTRATIVE ORGANIZATION

The strengthening of services to families, children, and older persons also
could be advanced through administrative action looking to a more effective or-
ganization within the Department of Health, Education, and Welfare. The
following suggestions should be explored :

(a) Elevation of the Children's Bureau from its present location within
the Social Security Administration to the Secretary's office to serve Its
original purpose as a staff agency concerned with all the problems of child
life and the promotion of new programs to meet them rather than with
program operation.

(b) Designation of the Special Staff on Aging as an Office of Aging to
advise and assist the Secretary in a similar role with respect to the problems
of older persons. This office would not carry any administrative functions.
(c) Creation of an Institute of Family and Child Welfare Research as-

socited with the Social Security Administration to combine the present
research and demonstration functions enacted in 1956 and now vested In the
Social Security Administration, including those of the Children's Bureau in
the child welfare field.

(M) Transfer of the administration 9f the maternal and child health and
crippled children grant programs to the'Public Health Service.

(e) Transfer of the administration of the child welfare services programs
ttht Ooelat i8ecurity (omhslioner pendinJ th development of the com-
bined F'amily and Child Welfare Serviced plan recommended in the task
force report.

This plan would combine the advantages of assurint spokesman for the needs
of children and older persons at the top level of polity declsidn in the Depart-
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ment of Health, Education, and Welfare with those implicit in a comprehensive
approach to research, health, and welfare service at the operational level.

It appears that no new legislation would be required to carry out these ad-
ministrative suggestions since all program responsillities are now vested in
the Secretary of Health, Education, and Welfare and lie is empowered to carry
them out as he sees fit.

0. UNEMPLOYMENT INSURANCE AND TIE SOCIAL SECURITY PROGRAMS

The Social Security Act includes provisions relating to unemployment insur-
ance, social security (OASDI), and public assistance. All thrCe programs are
In need of expansion and revision to meet the challenge of the 1960's. Moreover,
it Is essential that some changes in the Federal provisions of each of these three
programs be made at the very earliest possible moment in order to meet the
problem of rising unemployment and personal hardship in 1961.

10. IMPROVEMENT OF UNEMPLOYMENT INSURANCE

- Unemployment has been increasing over the past several months and has now
reached serious, and potentially dangerous, proportions. This may threaten the
solvency of some State unemployment insurance systems and in turn the protec-
tion for unemployed workers and their families, and business, dependent upon
continued flow of Income. During the iirtiL 10 months of 1960 it is estimated
that 12.5 percent of faintly heads who are in the labor force experienced some
unemnployment. During the first 6 months of 1961, it is estimated that 1.5 mil-
lion persons will exhaust their unemployment benefits. The rate of insured un-
employment is estimated at 8 percent for January and February 1901.

Many of the States are not able or willing on their own to meet this crisis at
this time. They have only recently emerged from a. long period when they main-
tained contribution rates at a very low level and from the 1958 recession during
which a number of States required Federal emergency loans. Consequently,
some States are not In a position to Improve benefits quickly on their own at this
critical emergency.

Federal emergency legislation is urgently required to provide financial assist-
ance on an optional basis to any States which need and wish such help to
strengthen their unemployment Insurance protection so they may provide more
adequately for unemployed workers and their families. Consideration also must
be given to the need for assisting the States by the enactment of basic Federal
legislation relating to the duration and amount of benefits which will avoid
repetition of periodic emergency legislation on a crisis basis and the undue
burden which now falls upon those States experiencing heavy and persistent
unemployment.

To maintain the fiscal integrity of the insurance system, any emergency usslst-
ance to the States should be charged to contributory income to the Federal un-
employment account. The emergency grants to the States should not be a
charge upon Federal general revenues. The present Federal unemployment tax
of 0.4 percent of payrolls should be increased effective January 1, 1962 suffi-
ciently to cover existing and new liabilities arising out of the emergency.

The taxable wage base also should be Increased from $3,000 to $4,800 a yeat.
This in itself will make a substantial improvement possible in the income to the
State programs. It will also make possible additional Income to the Federal
unemployment account to help States meet emergency and long-run needs. Em-
ployers of one or more employees should be brought under the program by
Federal legislation in order to afford protection to 1.7 million workers now ex-
cluded from the system.

An emergency program should make it possible for the States to extend the
duration of unemployment payments or to supplement Inadequate weekly bene-
fit amounts, or both. There Is an urgent emergency need for the Federal Gov-
ernment to enable benefits to be extended to at least 39 weeks for persons with
a substantial attachment to the labor market. Moreover, States should be
given a financial incentive to pay benefitS of 50 percent of wages to most unem-
ployed individuals. An emergency program such as this, if *adopted by all
States, would result In an increase In benefits of approximately $150 million
a month. Such a program, adopted in February by the Congress, and effective
not later than April 1, could put an additional $1,850 million into the buying
stream of families during the remainder of 1061.

67514-61--7
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Detailed proposals relating to both the benefit and financing aspects for the
emergency and long run, consistent with the above principles, have been dis-
cussed with the Director of the Bureau of Employment Security In the De-
partment of Labor and are being prepared by him for the consideration and
approprmn e action of the Incoming Secretary of Labor.

11. IMPROVEMENTS IN THE OL-AGE, SURVIVORS, AND DISABILITY INSURANCE
PROGRAM.

The benefits under the social security program (OASDI) are inadequate.
They should be Improved and extended as soon as feasible and sho, 1 d receive
.special consideration as part of any general antirecession program.

The average retired workers benefit is only $74 a month and a majority of
these beneficiaries have no other significant Income on which they can count.

In analyzing various proposed amendments, the following are the kinds of
desirable long-run changes (with the cost of each) which could be considered
for inclusion in, an immediate program designed to ease the adverse effects of
the recession upon individuals and families with the lowest incomes. Adoption
of any of these proposals at this time would have both a beneficial short-run
and long-run effect. The proposed increased payments wofild have a threefold
effect: substantially Increase benefit protection for social security beneficiaries,
reduce the State and Federal expenditures for public assistance from general
revenues, and have a significant antr.eossion effect through an immediate in-
crease in the purchasing power of the beneficlarea. Appropriate changes in the
financing provisions of the program to meet the costs of any of these proposals
should be made so that the financial integrity and soundness of the contributory
insurance system would be maintained. The earliest date on which changes in

the financing provisions could be made effective from a practical police of view is
1962. Alternative changes in 'the c-intribution provisions could be designed to
meet the same objective.

The costs Included for each proposal are the level-premium (long-run) esti-
mates of the Chief Actuary of the Social Security Administration expressed as
a percentage of taxable payrolls.

Proposed changes in the social security program
1. (A) Provide that an unemployed person aged 60 or over would be consid-

ered disabled if he is unable because of a long-lasting impairment to engage
in his most recent regular occupation or in other occupations requiring compa-
rable physical and mental cApacities (+0.08 percent).

(B1) Provide benefits for an unemployed person who is totally disabled for
as much as 0 months, even though not permanently, aild provide for payment
of the costs of rehabilitating disabled workers from the insurance 'system

- (+0.00 percent). 1
2. 'Make additioral people immediately eligible for benefits (about 200,000 in

1902 and 400,000 by 1966) by reducing the Insured-status requirement from one
quarter of coverage for each three elapsing after 1950 to one for each four elapsed
quarters, thus bringing the short-run requirements into line with those that
will apply in the long run, when under present law people will be required to
have 10 years of coverage out of a working lifetime of about 40 yeass (+0.02
percent).

3. Increase the minimum monthly benefit for the retired worked from $33 to
$50 enabling about 8Y4 million people to get increased benefits (+0.23 percent).
.(Alternatively, an increase from $33 to $40 would increase benefits for 1.8
million persons (+0.06 percent).) -

4. Increase widow's benefits from 75 percent of the worker's retirement bene-
fit to 85 percent, thus raising the average benefit amount payable to aged widows
from $58 to $64 ( +0.23 percent).

In addition several other changes have been proposed to the bsk force which
appear worthy of further consideration:

5. Provide for paying actuarially reduced benefits to men at age 62; they are
now provided only for women (±0.10 percent if benefit computation, 'periods

stop at age 62; no. cost If benefit computation periods continue to age 65).
, 6. Increase benefits by 10 percent, with a minimum of $5 for retired workers,
raising average benefits for retired workers from $74 a month to $81, for young
widows from $59 to, $05, for orphaned children from $48' to $53, and for the
permanently and totally disabled -from $80 to $98 (+0.93 percent),
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12. IMPROVEMENTS 'IN PUBIIIO WLFARE

The existing Federal-State program of public assistance is inadequate in
many respects. The most glaring deficiency is the lack of Federal funds for
general assistance for needy persons who are not aged, blind, disabled--or
dependent children. As a result of increasing unemployment, the number of
individuals applying for general assistance will increase in many States and
localities in the coming months. But in 14 States general assistance is denied
if there is any employable person in the family (Arizona, Georgia, Hawaii; Iowa$
Louisiana, Maryland, Mississippi, Missouri, Nevada, North Carolina, Oklahoma,
South Carolina, Texas, and West Virginia). In seven additional States employ-
able persons are eligible only in an emnereii-y or for a limited time (Alabama,
Arkansas, Florida, Nebraska, North Dakota, South Dakota, and Tennessee).
In many States local funds severely limit the availability of general assistance.
Moreover, because general assistance is not available in many localities, there
is an incentive for fathers to desert their families so that their needy children
may become eligible for aid to dependent children.

The basic solution to thin persistent difficulty is for the Social Security Act to
be amended to provide assistance to any person in need. This proposal is
implicit in recommendation 8. Pending such a basic change, it Would be desir-
able to amend the aid to dependent children program temporarily 's outlined'
in recommendation 7.

A temporary amendment to provide for the children of unemployed fathers
under title IV of the Social Security Act would involve a Federal expenditure
of between $185 and $275 million, for the fiscal year 1962. The, larger. figure
is based upon the assumption that all States would take advantage of the optton
to amend their programs. The lower figure is based on the assumption that only
the major industrial States seriously affected by the recession will take advav-
tge of it.

There are a number of other amendments in public welfare, legislation which
are long overdue. These changes are outlht ed !n the report N of the Advisory
Council on Public Assistance and the Advisory Council on Chitd Welfare'Serv-
ices which were requested by the Congress by law. The recommendations in
these reports should be implemented in terms of the program presented in the task
force report as soon as practicable (see recommendations 7,.8, and 9).

Mr. COHEN. I would ofily 'like to say that it is my understanding
that certain criticisms have been made in some quarters both- of my
views and of my loyalty in connection with my nomination:: I

I While in the 15 years since those criticisms have been wade I have
not publicly responded to them because I did not think it necessary
to do so publicly, in connection with my nomination I would like
to say that on numerous occasions, as every Federal employee :has
been, who has a sensitive position, I have been investigated by the
FBI and in conformity with the loyalties procedures of this Govern-
inent, and on a number of different occasions have been cleared bythem ,,:. . , , '

Some reference has been made to the fact that I have been investor
gated, as if that in itself were some kind of criticism of me. But
that is true of all persons who have held positions in Government,

Allegations have been made that I was a member of thre Corn-
munist-front associations. I wish to say. that I have, on previous
occasions stated to the FBI and in the loyalty and.security exanlia.
ations that I was not a member of.those organizations. I ha-;e never
said publicly before whether that 1. was not a member of theseorgan,
iZations beeaise I considered that entirely a inatter with regard- to
the- security: and loyalty examintaions; and it was not necessary for
me to make a self-serving declaration about my*patriotism and my
loyalty With regard to these matters.

As the'com ittee knows,_befw a nomination is sent up to this-com-,
mittee one is given a complete FBI examination. I presume that my
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nomination would not be here if other members of the Government
did not feel that I was a completely loyal and patriotic citizen.

But I feel, in all deference to the committee--and I have worked
with many of the members of this committee for some 25 years-that
they have a rightto know that I feel in my own mind, and In my
own conscience, that I have nothing that I need hide with regard to
my own attitude on any of these matters. But I would be perfectly
willing to answer any questions about my attitude, my past associa-
tions, or my present position.

Thi CIRAL RAN. Thank you, Mr. Cohen.
Senator Kerr?
Senator KERR. I have no questions, Mr. Chairman.
I have known Mr. Cohen for many years and -have had the oppor-

tunity of working with him, and I would say, quite frankly, that
there is far from complete agreement between myself and Mr. (ohen
-on the philosophical viewpoints and convictions with refereile to
certain programs and principles of government.

But- I have found him to be very able, very conscientious very
trustworthy, and very reliable. I unhesitatingly recommenA him
for favorable consideration by the committee.

The CHAIRMA. Senator Uurtis I
Senator OuTmIS. Yes, Mr. Chairman.
Mr. Cohen, how many years have you spent in the field of social

security, roughly?
Mr. CoJFN. I would say 26 years.
Senator CURTIS. And how much of that has been with the Gov-

ernmentt
Mr. Couix. I would say 21.
Senator CmRTis. And in what capacities?
Mr. CoHnr. I first started out as the research assistant to the Ex-

ecutive Director of the President's Committee on Economic Security
in !934, which had the responsibility of preparing the original report
on the then-called economic security bill.

I then entered into work with the organization that became the
Social Security Board. I remained with that organization when it
became part of the Federal Security Agency, and the Department of
Health, Edueation, and Welfare, leaving on January 15, 1956, as the
Director of the Division of Research an& Statistics of the Social Secu-
rity Administration in the Department of Health, Education,: and
Welfare.

Senator CURTIS. You left in 1953?
Mr. CoEN,4 1956. . . -

Senator CURTIs. 1956. ,
Mr. CotonN. My terminal period'in the Government was, I believe,

January 15 1956.
Senator bums, And since 1956 you have stayed very close to the

field of social security, -have you not?
Mr. CoHE*x. Yes, sie I teach courses at the University of Miciti.

gun that are related to social security, and I have retained a. very close
interest, naturally, in the subject.'

Senator CuwTis. Your work in social security then starts with the
conception of our social security program, in fact, its antecedents, rind
extends;uptotho present time? - . ' - -

Mr. CoHEn. Yes, sir.

O6
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Senator CURTIS. Now, during the years that you were in the De-
partment, even before it was a department, about how many of those
years did you give assistance to the Congress in social security matters,
on legislation

Mr. Com. Well, my first work with the Congress was in 1935 with
the Ways and Means Committee and the Senate Finance Committee
in connection with the original act.

Senator C Tr=. And you continued to assist these committees with
all subsequent acts, did you not?

Mr. CoixN. Yes, sir.
Senator Cunrs. I believe you have testified that you were head of

the President's--President Kenedy's-task force on social security
recommendations?

Mr. Comm . Yes, sir.
Senator CtRm. Mr. Cohen, the reason I am as-king those back-

ground questions is this: I, pursuant to the Senate's responsibility of
advising and consenting to a nomination, wish to seek certain infor-
mation about your social security proposals, past and present, and
that information will not be limited to the task force report that was
submitted to the President.

We are not at this time considering specific proposals recommended
by the President, but rather, if you do not mind, I would like to ask
some things about your feelings and beliefs on the social security
program.

Wis is a program that will run in perpez ty, will it not?
Mr. CoheN. Yes, sir.
Senator CuRTw. I would like to consider, first, because of its impor-

tance, the economic problems of children.
In the University of Michigan News Service, in a release for Mon.

day, March 21, 1960, it quoted you as saying on the White House
Conference on Children and Youth, and I quote:

Eleven million children are saddled with inherited poverty.

It also quotes you as saying:
We must make the abolition of poverty a national gal and a national policy.
I do not have any census figures of the total number of children in

1960 but the February 1961 Social Security Bulletin has figures
for family incomes and children of 1959. What maximum age do you
assume in defining a child ?

Mr. COHEN. I do not recall whether that was 18 or 21, Senator
Curtis but that figure was taken directly out of a monograph to the
Joint Committee on the Economic Report prepared by Prof. Robert
J. Lampmanof the University of, Wisconsin. That 11 million figure
is not my figure; it is a figure take from that report.

Sen Itor QRxs. Would you reject the figure?
Mr. CoHmn. No, sir. I accept the figure.
Senator CuRis. And use itf
Mr. Comm. Yes, sir.
Senator Cums. Well, now, in arriving %t that 11 million, what

maximum age did you consider a child to be?
Mr. Co1N. I do not recall, Senator, whether it was 18 or 21. 'My

guess would be that it would probably be 18, but X am not quite sure,
I do not have the report with me.

97
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.! 'Seniato' CuutTI. This February Social Security.Bulletin estimates
'that in 1959 almost one-fifth of the families with one-fourth of :the
Nation's children have incomes below the amount which would subject
them to Federal income tax-a fifth of the families xepresenting a•tourth of tie children.

Now, this would range from $1,325 for a mother and one child,
$2,675 for a married couple with two children, and $4,000 for a family
of six. Those categories are categories where they are not subject
to the Federal income tax.

About what proportion of the social security taxpayers come within
these eliisses; 1 out of '5,1 out of 6,1 out of 4?

Mr. C61knw. I could not say offhand, Senator. I do not know what
the exact figure is. You mean of the total 15 million beneficiaries of
social security come within those?

Senator CUbRis. No, I am talking about the taxpayers.
Mr. C0ii. Of the contributors?
Senator Cuns. No, I prefer to call them taxpayers.
Mr. COHEiN. I see.
Senator Cu ns. If you don't mind, I do not want ao quarrel about

semant.ig, but they sold out a business in my hometown because the
inan had not paid social security taxes a few years ago, and I con-
gider these payment taxes and not contributions.

Mr. CoHeN. I could not answer you offhand, Senator, what propor-
tion of them are.

Senator Cumrs. According to that bulletin, roughly one-fift.h of our
families, representing one-fourth of the Nation's children, have in-
comes :where they do not pay a Federal'tax;

It would be within this group that you would refer to the children
as beingchildren who are saddled with inherited poverty, would it not ?
:Mr. Cou . If they fell within the same income class that I used
in determining the 11 million, yes, your answer would be correct.
That would be true.,

Senator Cumrns. Now, the social security taxes at the presently
scheduled rate for 1969 are 41/2 percent for employees, aid V4 per-
oent for the self-employed; is that nottrue?.:

Mr. CoHEn. At the present time?
Senator CuRTIS. No, by 1969.
Mr. CoHEN. By 1969, yes, sir; that is correct.
Senator KimiR. Does that mean 9 percent for the employer and

employee?
Senator CURTS. Yes.
Senator.WuA-s. Will the Senator yield? That will be 10 under

the two bills that have been sent down by the administration.
Senator CuRTis. Yes we are coming to that. Will you ,sttle for

two bills? [Laughter.
Now, the employee's tax will range from around $60 for a family

with $1,325 in earnings, to $180 for a family with $400 earnings,
will it not?

Mr. COHEN. I think the mathematics are correct; yes, sir..
Senator CURTIS. Yes.
In other words, this group that we are not collecting any, Federal

income taxes from because their income is too low, some of thera will
be paying up to $180 social security taxes and the self-employed tax
will be 50 percent more, will it not?

Mr. CoHEN. Yes, sir.
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Senator Cuirrs. Which means that self-employed people, which
includes farmers in my State, and the cobbler who runs a one-man
shop, will be paying from $90 to $270 in social security taxes, will
henot?

Mr. COHEN. Yes, sir.
Senator Cunrris. Even though he is not liable for Federal, any

Federal income taxes.
Mr. Corm.. Yes.
Senator Cuminis. These are some of the things that I am deeply

worried about, the burden placed on the children.
,- Do you favor a still higher social security tax on these families of
children who, to use the quotation, "are saddled with inherited
poverty"?

Mr. CoHEmN. Well, I believe that in accordance with the program
that President Kennedy sent to Congress, that it would be desirable,
recognizing the benefits that tre being proposed, to increase the tax;
yes sir.

Senator CuRTIS. Well, now, I am not asking for your support or
rejection of the President's proposal.

Do you personally believe in increasing the social security tax on
these children who-are saddled with inherited poverty beyond what I
quoted where they would be paying in 1969-

Mr. Cormw. In 1969? Well, I think we could go up to probably 5
percent; yes, sir.

Senator BENNrn'r. Will you clarify that? Up to 5 percent; you
mean up to 5 percent more, to 14 percent?

Mr. COHE.. No, Senator Bennett. Senator Curtis said previously
that it was 41/g percent in 1969, and I was replying that I thought it
would be losslble to go up another half percent to 5 percent.

Thank you for correcting me.
Senator BENNETT. I wanted it clear.
Mr. COHEN. Yes. Thank you.
Senator Curis. There would be 7.5:percent for the self-employedI
Mr. COHEN. Yes, although, might I say this, Senator Curtis, I think

some consideration ought to be given as the tax rate goes up to pos-
sibly modifying the policy of charging the self-employed 50 percent
more. I think there is some possibility of considering reducing the
increase on the sel f-employed.

Senator Cumi'js. But you have no plan for reducing the tax burden
on these 11 million children, families with 11 million children, who are
saddled with inherited poverty, have you ?

Mr. CoHEN. I believe myself that the matter of raising their income
and welfare must come primarily through other measures.

Senator CurIs. A still higher tax on these family earnings would

be required, would it not, to finance the proposed more generous so-
cial security and also the addition of medical care of the aged; would
it not?

Mr. CoimN. Yes, sir.
Senator Curris. Pending administration bills in combination pro-

vide. for an additional one-half percent on employees and three-
fourths percent on self-employed; I believe you testified to that?

Mr. CorteN. Yes, sir.
Senator Cu-RTiS. Do you think it is a proper Federal function to

saddle with more taxes the families of the children you state are
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already saddled with inherited poverty so as to do what you have
called adding a Bigelow rug to the old person's present floor pro-
tection I

Now, many of us in the field of social security through the years
have said that social security should not provide all the wants and
needs, but should be a floor protection, and Ibelieve you are the author
of the expression that you thought there ought to be a rug on top
of that floor; isn't that right?

Mr. COHEN. Well, I tink that is correct, Senator; at least other
people have said that I was the author of it.

Senator Curms. And you would increase the tax on these children
to provide that rugV

Mr. Comii. I still think that is a floor of protection.
Senator Cum. I see.
Mr. COHEN. My only difference is--
Senator CuRmr. But if it required more taxes you would be for it?
Mr. CoHeN. Yes, sir.
Senator CURTIs. In the release I have mentioned you are quoted as

saying that prosperity alone will not substantially reduce the pro-
portion of low-income families, and that this problem cannot be left
to natural forces. You said, "We can and must make the abolition of
poverty a national goal and national policy."

Do you consider ihe proposed higher social security taxes on these
families consistent with this goal and policy I
- Mr. CoheN. I think it is consistent with the goal and policy, but

it-is not the sole method of achieving the result that I indicated.
Senator CURTIs. Well now I do not quite follow you, Mr. Cohen.

You are the chief architect of our social security structure with more
and more generous benefits, and yet you say that 11 million of our
children are living in inherited poverty, and I do not understand how
to take out of their income? their family income, more taxes could be
a part of the goal of eradicating poverty ? But you think it will?Mr. CoHEN. Yes. Might I explain?

Senator Cuwrvs. Yes.
Mr. COHEN. Well, I think, first, that a large number of the chil-

dren live in families where, when the breadwinner dies or becomes
sick or disabled or unemployed or eventually old, they become depend-
ent upon public charity or relief. The reason that. I am in favor of
their paying a social security contribution, is because I fed that that
is a method of attempting to prevent them from becoming public
wards or public charity. So that what was in the back of my mind
there is that by the extension of the social insurance principle more
and more of these people would not be dependent upon public charity.

Senator CURri. Well, now, Mr. Cohen, about what is the social
security reserve now

'Mr. COHYN. About $21 billion to $22 billion.
Senator Cumxs. If we closed out the system, which I am not in

favor of doing, I want to make a success out of it, would that $21
billion pay out the pensions of the people already on the rolls ?

Mr. COHEN. Of the people already, just the people already, on the
rolls?

Senator Cuimrs. Yes.
Mr.' CoHE. I have not looked at that recently, but I do not think it

would.
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Senator Cumir. I am sure it would not; and there is nothing in
there for the people who are eligible who have not gone on the rolls,
is there?

Mr. COHE. That is correct.
Senator Cuirm. So regardless of high somding words and the use

of semantics, we have a tax program here that we are taxing the pro-
ducers currently to pay benefits to another group I Isn't that correct?

Mr. COHm. That is correct.
Senator Cuws. Without regard to-
Mr. CoHim. Yes, paying the benefits as a matter of statutory right.
Senator Curs. Without regard to the 11 million poverty inherited

children already in families who pay OASDI taxes; is that not
correct?

Mr. Comm. Yes, sir.
Senator Cums. Because if they earn anything-
Mr. CoHEN. That is correct.
Senator Cmu s. To the extent that these families' earnings are taxed

for ,-ocial security, these children of inherited poverty, their handicap
is worsened, is it not ?

Mr. Comix. To some extent; yes, sir. I would say-
Senator Cumn. If a breadwinner whose income is so low that we

excuse him from Federal income tax, has to pay $15 a month social
security tax, that is $16 less that, h6 can spend for his children and
family; is it not?

Mr. CoHnm. Yes. But it also might be, Senator, that that protec-
tion in connection with the survivor insurance, disabilit insurance
and eventaully old-age insurance is something that does aave both a
psychic and an economic value to that family. So that--

Senator CunFri. I will not take your time or the time of the com-
mittee to make the distinction between this and life insurance.

Mr. COHEN. But I mean, there is a very important life insurance
value in the social security system for workers with young children.

Senator CuiRr Very definitely.
Now, when you add OASDI medical pro oran for our older, Viti-

zeuis, this means that the OASDI taxes for these poor families will be
increased, will they not I

Mr. CoimE. Yes, sir.
Senator CuRms. Does OADSI provide any benefits to the children

of inherited poverty whose fathers are dead or disabled?
Mr. Comtu. Wh6 are already dead ot disabled I ?
Senator CuTm. Yes.
Mr. CoHmN. Well, some of them where the father has died and has

insured coverage, there would be some of them ill fact some of those
,would be of low income because they are 'receiving small social sedur-
ity benefits; that would be one of the reasons why they are' in that
tategory.

Senator CtMTI. But it would not ino.lude all of them?
Mr. COnmN. No, sir.,
Senato Cm . Do any of 'the presently proposed liberalizations of

OASDI help suzh children who are not covered now ?
Mr. Cores. You mean in the oFnesthAt the Piesident has already

sent to Congress?
Senator CUrTm. Yes.
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Mr. CoHEN. There is one, I think, yes, sir, that I can think of. The
President has recommended flat, the minimum benefit be increased
from $33 a month to $43 a month so that-

Senator SUwTIS. Let us talk about this group that are not recipients.
Mr. CoNM. Yes.
Senator CURTIS. Is there anything in the liberalizations that have

been recommended so far to the Congresis that would help these
children from these. poor families?

Mr. CoEpN. Tlie President has recommended a modification of the
disability insurance provisions as one of his five amendments, and
there well might be some of those children who are the children where
the father is disabled, who would be eligible by virtue of that liberal-
ization.

Senator CURTIS. Some liberalization for those who cain qualify.
Mr. CoiiNp. Yes.
Senator CURTIS. And who else can qualify?
Mr. ConEN. I cannot think of any other; no.
Senator CURTIS. But you do propose to increase their social purity

taxes to provide thes, iberalizations for other people, do you not?
Mr. CohEN. To provide liberalization to other people and eventu-

ally to people in the same circumstances who are under the program;
yTes, sir.

Senator CuRIs. Mr. Cohen, the University of Michigan press re-
lease of July 15, 1959, quotes you as maintaining before a s and
Means Committee, and I quote:

"Hospital benefits should be ayable to disabled persons, widows,
and dependents covered by OASI whether or not they are drawing
cash benefits to which they are entitled."

Mr. CoHErN. That is correct, sir. That is a correct reference to the
statement I made at that time.

Senator CURTI. Have you changed your position ?
Mr. Coirmr. That. is my personal opinion; yes, sir.
Senator CURTIS. You have not changed your position?
Mr. Comm. No, sir; I have not changed my attitude on that.
Senator CUmTis. Can you think of any defensible theory of pro-

viding hospital benefits for OASI recipients who are 65, but denying
them to nearly 3 million orphans and their mothers and oth r chil-

dren entitled to benefits, and to disabled persons, I
Mr. CoHm. Let me see if I understand your question: You are

asking me if I can see any defensible position,- while giving it to the
aged, in denying it to the widows and the dependent children of the
disabled?

Senator Cumris. Yes.
Mr. CoEmN. Only the point that one cannot always do everything

at one time.
Senator CUTns. Now, a person, if he is entitled to social security

but not drawing it, he could be a man perhaps 65, independently
wealthy, carrying on his business, drawing a salary of $100,000 a
year, snd he would be eligible for hospital benefits, would he not?.

Mr. CoheN. Yes, sir.
Senator Cuwms. There is nothing that would take care of, some 3

million orphans and their mothers and other children who are outside
the program. .. - I
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Mr. ConE.:n Well, yes, there is the Kerr-Mills amendment and other
legislation passed by Congress which is designed to take care of those
people.

Senator CURTIS. That is not a part of title II of the Social Security
Act, is it?

Vr. CohEN. No, sir; but it is part of the Social Security Act.
Senator BEN.NE'rr. Mr. Chairman, may I ask, did the Kerr-Mills

bill take care of orphans?
Mr. Coii EN. No. That only took care of the aged, but previous

amendlnents, both prior to that and previous amiendinents sponsored
by Senator Kerr did take care of other groups for medical care in the
public assistance categories.

Senator KERR. There were a Iiunser of provisions in that bill last
year other than the care for the aged. It was the broadening of the
social security law.

Senator CURTIS. Let us get it straight. What you are proposing
to take care of in the hypothetical case that I set forth is that a man
past 65, independently wealthy, carrying on his job, making $100,000,
not retired, there is no loss of wages, earnings or income, and yOU pro-
pose to pay his hospital bill, do you not, under social security?

Mr. Con EN. Yes, sir. If he applies for it and is insured, le would
be eligible to have his hospital benefits paid; yes, sir..

Senator CURTIS. You would agree that there are many categories
of orphans and other people, and people under that age that you have
not recommended that for; isn't that true?

Mr. COHEN. Which I have recommended to be included, yes; I have.
Senator CunTIS. What have you recommended?
Mr. CoiiEN. Well, I have on a number of occasions recomended that,

as you quoted before, widows and the children and the disabled be
included under the same protection.

Senator CURTIS. Suppose the deceased husband has not qualifieA
for OASI?

Mr. CoH mN. In that case, as I said before, they would only be
eligible for public assistance in accordance with either provisions f.
the public assistance titles.

Senator CUnTIS. All right. Let us come back to a hypothetical
Caise of the wealthy man I mentioned again.

Suppose this man reached 65 before the recommended medical bwil
was passed. , He has never made any contribution into the medical
fund, has he?

Mi" ComlqN. No, sir.,.. . .
Senator CURTIS. If the administration's proposals are adopted, to

pay the hospital bills of people in a certain category who happen to
be born before a certain dato and covered by social security do you
think it would be very long before you would come back .to Congres
recommending extending those hospital benefits to all people I

Mr. CopriN. You mean to all people under, including under age 65v
Senator CURTIS. Yes.
Mr. CoHE.n. I do not yiuahiZe myself making tat recommenda-

tion, because as I have said several times, in testimony, .1 believe,
before the Ways and Means Committee particularly,that I t] ink the
problem is, quite different in that. Blue Cross and private insurance
coverage Iare so satisfactory covering the people under 65i
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Senator Bm1rr. Will the Senator yield?
Mr. Consii. I have said that.
Senator CuRTs. I am coming to that.
Senator BENNErT. There is a proposal before Congress that the

age limit for retirement be reduced to 62. Would you then propose
that the hospitalization be available at 62?

Mr. Com,;. No, sir; not at this time I would not.
Senator BEpzNrr. You would save that for a little while later, so

there would be another program to bring up here. But how could
you defend the idea that everybody who reaches an age at which he
can retire on social security should be given hospitalization, and
then when we change the age and say, "No, he has got to wait 3
years"?I

You and I know that is not what is going to hap pen.
Mr. CohneN. Well, may I say this, Senator: Ih1eproposal that has

been mado is not to reduce the retirement age for the normal retire-
ment benefit to 62, but to provide for an actuarially reduced benefit
at age 62 at the option of the individual.

I would not consider, if you had an actuarially reduced benefit at
any age, that that ought to entitle, one then to the hospitalization
benefits which begin at another aga..ntr r.: - A re ..,nlt -ell fain g an inconsistency y when you
will give the hospital benefits to a man who cannot quaIfy under any
circumstances, who all his life has paid into social security, but is
not allowed to take a dollar out! of the OASDI; he gets hospitaliza-
tion, but the man who can qualify completely and chooses to retire
at 62, has to wait for 8 years, and it would seem to me this is the
kind of thing that would follow as the night the day.

Mr. COnp. Well, my view on that, Senator, would be different
from yours in this sense: I think there is where you have to take
into account what are the arrangements that exist in our economy and
society otherwise.

Now the fact of the matter is that there is very good and growing
.private insurance coverage usually up to the time a person is getting
older, I think most of the present plans are doing their very best tO
try to keep these l people in these private plans until they get at lm
ago where tl~e hospitalization cost begins to be very burdensome oxt

So I would think-and this is based on my discussions with Blue
Cross plan people-they would like to keep them in the group until
they are 65 or even a later age, let us say 68; so my answer to you
would be, maybe that seems logical as you look at it, buiI do not
think it is quite realistic in relation to what actually exists.

Senator BeimTT. Isn't it inconsistent to give the 6inb man who
cannot qualify otherwise hospitalization at 65, and the other man who
qualifies completely' deny him hospitalization at 62 -

Mr. CoHnzw. No, because I think Congress would be sayitig, if they
did that, they would be giving notice to people, "We eiipect you to
to carry your private insurance, to 65."1

Senator .Bikx'r. Well, the Senator from 'Utah hus an. example6
before, him to show how fast this will operate.

Last year the proposal to put this medical program under social
security had the age of 68. Within the year it is down to 65.

How long do you think it will take to get down to 62?
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Mr. Cousm. Well, it was at 65, Senator, before it was 68, so I guess
it is just returning to where it was previously.

Senator BANNirrr. I am through.
Senator CUxTI. Well, now, I am going to have some more to say

about this private health insurance in a little bit.
Coming back to this one-fourth of our children who live in families

whose incomes are so low they do not pay Federal income taxes, they
are to buy their own Blue Cross insurance and then pay an additional
social security tax to give the Government hospital benefits to the
aged, regardless of need and whether they retire or not, is that right ?

Mr. COHEN. Well, this would not be true of all the 11 million that
we talked about, but it would be true of-

Senator CuwrTs. If they earned anything,Mr. ComN. It would be true of anybody who e rned something;
yes, that would be correct.

Senator CUnTis. At the present time, do the administration health
amendments have an entrance-fee requirement and other cost-saving
restrictions I

Mr. COHEN. It has no entrance-fee requirement, but it does have
some cost restrictions in the nature of deductibles.

Senator Cunris. And if social security legislation moves in the di-
rection that it has moved since it was enacted, some of those cost-
saving restrictions would, in a matter of time, be removed, would they
not?

Mr. COHEN. Yes. I think there would be substantial pressures for
their removal, particularly from the hospitals. The hosj)ital groups
are the ones which, interestingly enough, are the most intersted in
eliminating the deductibles because they feel they might otherwise
have to bear the cost of the deductible.

Senator CURTIS. The pressure is already on?
Mr. COHEN. Yes.
Senator Cumis. So this suggested tax, starting out low, is already

commencing to waiver.
Mr. CoUEni. There are always press'sres, Senator, you and i know

that,
Senator Cuins. Mr. Cohen how much do you estimate that a really

adequate social security health program would cost in terms of pay-
roll taxes at the present wage base ?

Mr. CoH.N. Well now, when you say a really adequate
Senator Cuirns. ?am letting you define it.
Mr.. COHBN. At the present time I would not be in favor of any

broadening of the scope of benefits other than what is already in the
proposals that the Prezident has sent, so I would not--

Senptor CunS. We have been talking about these glorious sixties
ahead. Would you settle for all of the 1960's until 1970 f:

Mr. COHEir. Well, I certainly think that what is in the Presi. ent's
proposal would be, about all thot we could effectively d a, with, at
the present thyme.

'Senator CuRwiS. All right.
What would the level premium be then?
Mr. COHEN. For the Prqkident'.pprogrtm? S, tenths of.' 1pront

Senator CuRsps. The level premium I-
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Mr. CoiHEN. The level premium is six-tenths of 1 percent of pay-
roll.

Senator CuRTis. I noticed "n your taisk force report cai ried in the
January 12, 1061, Congressional Record that the level premium cost
of providing medical'care for all OASI beneficiaries would be esti-
mated at0.96 percent of payroll.

Mr. CohEir. That is the figure for including-beneficiaries of all ages.
A figure of 0.91 percent represented the level premium cost for theIAnderson-Kennedy amendment, modified to bring down eligibility to
age 65 for men and 69 for women, and eliminating the $75 deductible
that was in that bill, and using a $4,800 tax base.

In my report, Senator, I gave---
Senator CURTIS. It- wourd be something over nine-tenths of a point

iii~tead of six-tenths of a point?
Mr. CoHpE. For that particular set of specifications; yes,: sir.
Senator Crri. You state that besides providing these benefits so-

"cil security tax funds should be used for demonstration projects%
community projects, and consultation services.
* 7 Mr' Co m . Yes, sir. 'Might I make clear, Senator, I was not iec-
ommending the 0.91-percept proposal. That figure that is given in
the report san array of different alternatives and costs Ioi' a number
*f different specifications. I did not recommend that.

'Senator CuRTs. That have already been considered by Congress.
Mr. CoHEN. Yes, sir.
'Senator Curs. Do you regard those as excessive programs; per-

sonally?
Mr. CoHEN. I do not regard them as excessive, but I do not regard

'them as feasible at the present moment.
Senator CunTis. You would step it up?M r. CO H -. JE -i L t 1 fMr. t.A~ziz~nI. ventually?

Senator CuRTis. Yes.
Mr. C6HEiN. I do not know. That would be for some other Con-

gress to decide.
Senator' CiXTis. I am talking about your recommendation.
Mr. CoirEN. I would not now propose it as a program; no, sir. '! -

Senator Ctrwrrs., N6w, there is quite a little difference between 0.96
or even 0.91, percent of the payroll and 0.6 of a percent of a payroll;
is there not?

Mr. COHEe. Oh, yes.
Senator Cmnis. Now, of the 11 million children who have inherited

poverty or are in the fifth low-income families, how many are oh the
aid-to-dependent-children rolls?

Mr. C6HEN. There are ab6ut 21/2 million children on aid to do,
peident' children now; and I would presume al' 21/2 million are in
that group of 11 milhoh tli,.t you quoted.

'Senator Cbins. I thought-it was about 2.3.
Mr. Com*. Well, I cant ok up the exact figures.
Senator CUTIs. Yes; that is right.
Mr. ConEw. Let us say between 2% and 21/2 million, actually,2A1

million in January 1961. "ly 2
': Senator s Do these receive medical care?!...

Mr. CoFHN. They are eligible for medical care under the medical
assistance provisions of title IV at the presnt time; yes, sir."

Senator COurm. Except for the fact that-
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'Mr. COtEX. May I qualify that.? There are eligible under the
Federal statutetbut, of 1.course, they can only get it if that is im-
pleinented by a State, and therenight. well be some States that are
doiig mov. or less, but as far as the Federal statute is ccAcerned, medi-
cal assistance'underpayments to dependent children th-ve are li gible.

Senator CrIs. -Except for the fact that their father i's either dead,
disabled, or missing, how many of the 11 million children, living in
inherited poverty, do you think would qualify for aid to dependentchildren :

Mr. COHEN. Let me see if I understand you correctly. In the resid-
ual group?

Senator CuRIs. Yes,
Mr. COHEN. Of roughly, that would bewhat, 81A million?
Senator CURTIS. Yes.
Mr. COHEN. How many of them would be eligible for aid to depend-

ent children?
Senator CuRnTIs. Yes.
Mr. COHEN. If it were not that the circumstances were that their

father i(,as de'ad; disabled$ or absent from the home to meet the qualifi-
cations of ifid t6 depend6nt children?

Senator CuRTIS. Yes.
Mr. Cohen. I would say in the neighborhood of 2 million.
Senator CuRTis. Well, now, a specific recommendation you have

been reidirted as making by the University of Michigan news release
is the extension of: Federal grants to general assistance programs "for
needy children in the 11 million inherited poverty low-income family
grotip presently qualifying, along with their parents, under State

Mr. COHEN. In many States they cannot, Senator, and that is the
ifeason I made that recommendation because there are a whole group
of States and communities in the United States in which such. cases
cannot receive assistance.

Senator Cums.: Is the purpose of the proposed Federal grants for
general assistance made to make assistance to these children easier to
get andimore adequate, is that the purpose of it?

Mr. COHEN. I would not say easier. The purpose is that if a child
or a family is in need in a State that they should be eligible for assist-
ance on a standard of need determined by the State, with the help of
Federal matching funds.'

Senator CURTIS. Now, this same release contained also your recom-
inendation :for improving unemployment benefits and financing
thirougli Federal standards.

Can y6u giv+e aii estimate of how many of the needy children we have
thatfUild theriby have their problems solved ?

Mr. COHEN. By the unemployment insurance route ?
Senator CURTIS. Yes.
Mr. COHEN. I couldn't give you an estimate of thatt but: I do hap-

pen to have the figure that there are about 750,000 children! who are
the childreiof uinemployed parents at the present time, who would-be
eligible fbr 'fid to' dependent children if unemployment were a condi-
tion for eligibility. So that I would say -

Seidti ur rrTrn . What would that cost?
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Mr. Conws. Well, that would cost if all States were to provide
funds for them on the same standard as aid to dependent children,
about $285 million a year in Federal funds.

Senator Cu s. What is your recommendation with respect to pro-
viding medical care as one of the dependent benefits you would re-
quire of unemployment insurance by Federal standards I

Mr. CohiEN. I do not think I would make that recommendation at
the present time.

Senator CURTIS. Have you recommended Federal standards for un-
employment insurance f

Mr. CoHENz. Yes, sir.
Senator CURTm. But you would not recommend that that include

medical care for the dependents
Mr. (OaEN. Of unemployed persons?
Senator Ourts. Yes.
Mr. COHEN. No, sir. I would not mix these two systems; no, sir.
SVnator CURTIS. You would still give it to the wealthy aged who

have not retired?
Mr COiEN. Well, I would like to have ap opportunity to explain

that because you have asked me two or three times about that. Could
Idoso?

My answer is "Yes," I would give it to them.
Senator CURTIS. I understand it.
Did you favor the addition of the temporary disability benefits to

the unemployment compensation that was recently passed?
Mr. COHEN. Yes, sir.
Senator CURTIS. Should there have been Federal standards in it?
Mr. COHiN. No, sir; not at that time.
Senator CURTis. What do you believe should be done about provid-

ing a Federal children's allowance in lieu of the present Federal in-
come tax deduction for children?

Mr. COHN. I am presently opposed to family allowances if by that
you mean like some 30 other countries in the world have, o# making a
flat payment to every child irrespective of the income of their parents.

Senator CURTIS. Now, Mr. Cohen, I would like to have your views
with respect to the expansion of the social security wage base.

Some of the University of Michigan press releases quote you as rec-
ommending an immediate increase and in the next few years getting it
up to $9,000 per year; is that correct reporting?

, Mr, COHEN. Ibelieve it is, Senator.
Senator CRwns. Now, the present benefit formula provides a $59

primary benefit for a person with a $100 a month for the average
wage, $24 more for the second $100, $22 more for the third $100, and
$22 more for the next $100, making. $127 as the present maximum;
isn't that correct?

Mr. COHEN. I think that is correct sir
Senator CURTIS, That is based on $4,800?
Mr. CoiwN. That is correct.
Senator CuRis. Now, with your expanded wage' base to $9,000,

maximum average wages would increase by $350 par month, would
they not?

Mr. CoHEN. Yes; that is right, I am just doing that mentally; I
may be wrong, but I think that is correct.
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Senator CuiTIS. I think that if the wage base were raised from
$4 800 to $9,000 the increase would be $350 a month.

Mir. CoHmN. Yes, sir.
Senator Cuius. Would you propose to increase tie maximum

primary benefit at the $22 per $100 rate to the maximum of $204?
Mr. CoHEN. I would say this: Yes, or somewlmt about that figure.
Senator Cuwris. It has already been done.
Mr. COHE. That is what has been done in the past; yes, sir.
Senator CurTrs. While sometimes it is argued we will finance sora-

thing by increasing the wage base, we must also take into account
that the Congress ihas always taken the wage base for figuring the
benefit&

Mr. CoHNm. Oh, yes, sir; and used as both in figuring the taxes, as
you say, and the benefits,

Senator CuRTis. Well, as long as they send U.S. marshals around
to sell people out to collect these, the: are taxes.

Senator KEm What was that statement ?
Senator CURTIm. I say, earlier I called Mr. Cohen's attention to the

fact a business was _oAd i ( my hometown to satisfy social security
taxes. So I reject their designation of them as "contributions." We
contribute to our churches, but they do not sell out the business of
the people who have defaulted.

Now, if this -went up to $9,000, this would increase maximum bene-
fits around 60 percent, would 1t not ?

Mr. COHEN. I have not figured it outr-that sounds correct. From
$127 to $204 I guess was the correct figure, was it not ?

Senator uirrm. Yes. But it would increase maximum taxes over
to 87 percent?

Mr. COHEn. Yes. The taxes would increase somewhat higher per-
centagewise than the benefits would; that is correct.

Senator CURTIS. Now, that is to raise the base to $9,000 would do
that?

Mr. COHEN. Yes. I am not proposing $9,000 today, Senator.
Senator CuRTis. Oh, no; I realize that. This is a confirmation

hearing today.
Mr. CoN. No, sir; I did not mean that.
Senator CuRTIS. I Withdraw that.
You have advocated that it be done in steps.
Mr. CoHEx. That is correct, sir.
Senator Cuiim. Yes, sir.
This would be a good bargain from the viewpoint of the system,

though perhaps not from the viewpoint of success iul young people;
isn't that correct?

Mr. CoHzw. Well, let. me put it this way: I do not think that is
quite the question to ask, It would bring in more income to the sys-
te ' than the benefit disbursements. ThAb aiwers one part of your
question.With regard to younger people, if you just tqke that incremental
part off, that is the diff rence between $4,800 a nd $9,000k-yes, they
will be paying in much more for that part than they receive back in
benefits. But I would look at the whole ball of wax together.

Senator CURTIS. That is exactly what I am going to do.

67514-61-8
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Now-, wages are going'toego *up, our standard of. living'and wages
and income are going to go up.

Mr. COFN. I certainly hope so. .

-Senator CVRTIS. Yes.
So you are, advocating a program that,l in raising the wage basil

alone, is going to incease social security taxes on the producer w by
87 percent; isn't that right?

Mr. "Con"N.'May I explain that, because you have touched on
th-6very point that is underlying my assumptions in the material that
you present...

My entire presentation that you are quoting- from is based, on the
assumption that the gross national product will increase 50 percent
by 1970, and I wasproposinga series of-redininendations in im]Al'ove-
ment in social security which would be parallel *with4li' he' ecohonic

t'6wth of 'our Nation asi t went al6ng, because, ;as I believe I said
in that article or some other article, I think the key to our economic
and social development is that as our economy improves we should
share" some of this increased productivity with the dependeiit groups
in our population, as'well as with the working force,' so that whole
rioVement that you are talking about, looking'ahead the next 2 years,
was not based on what I was recommending today but! what I think
and what I thought would be the development ' ofI the American
economy over the next 10 years.

Senator CuRTiS. Now, sharing it with the dependent group, by, that
do you mean everybody over 65? -

Mr. COHEN. When you say "everyone," I would lope that the'to-'
tahty of the'proposals would, in the course of the next 10 years, result
in everyone over 65 who was retired benefiting from these' pfposals;
yes, sir.

Senator CuRTis. That was not my question. I said when you refer
t6 the needy group, by that do you mean thateverybody over 65 is* in
that category?

Mr. ConE. No; I did not mean that. I meant those over 65' who
have'retired and were eligible for any benefits.

Senator CURTIS. I am greatly concerned. A structure is being built;
promises are being made; a program is projected'that is going to'ifivite
a revolt of our youth. Here we have one proposal.' Raising that
wage base would increase the social security tax 65 percent.: When the
plan goes into effect, which would be by 1969;Aif we added' the half
percent medical care, the person with the $9,000 salary, WOuld ,',ay
$450 and is employer would pay $450 a year, correct?
'Mi. C o n '. That is correct.

Senator CURTS. A self-employed person would pay $635 ?
Mr. COnTE.N That'is correct, if the same relationship wetdlked about

continued to exst; 'yes, sir." ' '

'SenatortCURins. Mr. Cohen, that '6uld amounti' '$2 a aiy for
the self-employed person, would it not?

Mr. COiEN. Two'dollars fr every da' 6ut of theyear; yes, dr.
!"!S6nator CURTIS. Sundays, rairiy da holidays?

Mr. Co N. Included. .... holid.ys?
Senator Gitr. Evety day?' ....
Mr. Cot-N . 'Yes, sir. ' "
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Senator CuRTis. A-family, a wife and two children, the man mak-
ing $9,000 a year, their social security tax would equal one-half (,
their income tax.

Mr. V LEN: Yes, sir. I see nothing wrong with that.
,iSenator ,Cuirris. Well, maybe not.-A member of the Swedish Parliament told me that they were pay-

inig more for social benefits than they were for national defense. They
fear the Rucanm. Yet no political group in Sweden would come
forward and say, "Let us reduce the social benefits and provide for
defense.". Here we have before us now a program for socialsecnrity;
a $9 000 person would spend for social security taxes an, amount
equal to half his Federal income tax. I .. .

,,Mr.. COrEN. Well, Senator, I think that. when you. balance all . of
te .various considerations, of which there are many, in texrn of,pn
the one' hand, attempting in our, free enterprise, democratic society,
providing income to people to meet the major hazards of life and
still tryilig: to retain a free enterprise, democratic society, 'then iden-
tifying the costs through a social security program that makes people
conscious of the cist, as social security does, is a conservative and
intelligent way of doing business. In other words, the point that
you are making, and that is why .1 answered it, is not that that results
in something which I think is bad, but identifies to the individual
that. if they want this. social protection, they have to pay the c )st. I
think that is one of the advantages of a social security program.

Senator Cur'ris. But it is you that is promoting it.
Mr. COHEn. Pardon?
Senator Cuwris. You have promoted these things. You have ad-

vocated a $9,000 wage base?
Mr. COHEN. Yes, sir; and I advocate people paying more taxes for

those benefits. In other words, I am trying to keep a reasonable
balance between benefits tand costs, so that we achieve the social ob-
jectives of our society at the same time we keep some fiscal responsi-biity. , . .. .

Senator Cuum, Certainly, if you pay it out, you have to take it

I noticed you used the word "freedom," several times. This would
be compulsory like the present law, would it not?

Mr. COHEN. The contributions, yes, certainly. Just like the in-
come tax, c m..soir education, a number of other things.

Senator CuTiTIs. Compulsory contributions?.
Mr. COHEN. Ye •.
Senator Cui ns. Two dollars aday?
Mr. COHEN. In the instance that you gave; yes, sir.
Senator Cmrriq. Not the instance, I gave, the program you recom-

mended. Yst
,Senator CtwiTxs. Which involves only two t p~oage of

the bill on medical care, which would add one-hafU of 1. percent on.
the tax and raising fli age base. Thos twoi things alone, would
make 'these people who ae buying homp§, educating their, children,
paying, for their Blue Cross hospiti ation: savingfr their,old age
and' so o-n, pay $2 a day for social se curity. Now this. would .very
substantially reduce the, pers.n',A inn.ltive, and, ahility.o jinvot in
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insurance, building and loan shares, stocks and bonds, and so forth,
would it not ?

Mr. COHEN. I do not think so, Senator. I think that one of the
great accomplishments of social security has been to make people con-
scious of the fact that with the protection that they have and the
foundation that they have, they are more willing to do these very
things that you have. In other words, some of these low-income peo-
ple who have no hope, no prospect of investing any money, when they
once have this foundation, they become more incentive minded.

Senator Cuas. I am not talking about the competition between
social security and insurance.

Mr. CoHEN. I understood you.
Senator Curm. I am talking about the individual if he works hard

and seeks a promotion; it is going to mean that his social security
taxes go up to $2 a day. His incentive to improve himself and to work
and save is going to be cut down.

Mr. COHEN. I do not think so, Senator. When my salary has gone
up at the university and my annuity payments go up, I do not think
that my incentive has been destroyed or my willingness to save has
been impaired. I look upon it as part of my total protection and my
total investments that I have for meeting these hazards.

Senator CUTms. Now would you recommend raising the social secu-
rity tax base beyond $4,800 if maximum benefits remain payable on
the $4,800?

Mr. COHE. No, sir; I would not.
Senator CURTIS. Would you recommend a Government contribution

paid from borrowing or additional general taxes to pay the higher
social security maximum benefits?

Mr. COHEN. No, sir; at this time, I would not do so.
Senator Curris. At any time?
Mr. COHEN. Well, when you say at any time, that takes in a lot

of territory.
Senator Cutrris. Here this program runs in perpetuity, and no one

knows more about the future costs of it than you do.
Mr. COHEN. That is correct, but I would not-could I strike that.

from the record?
Senator DOUOLAS. May I tell a story to reduce the tension?
Senator Curns. There is no tension.
Senator DouoLAs. There was a very famous professor of physics at-

Johns Hopkins by the name of Roland, who testified in the a ternating
current and direct current case. He was asked the question, first of
all, "Who is the greatest authority on physics in the country "

He said, "I am."
Later, a friend of his said, "Roland, that was a terrible thing for-

you to say. Why did you say you were the greatest authority on
physics in the country?"

He said, "Well, when T took the stand, did I not promise to tell the,
truth, the whole truth, and nothing but the truth I"

So this reply of Mr. Cohen's was telling the truth, the whole truth,
and nothing but the truth, and I agree with him.

Mr. COHEN. I was really answering the second part of your ques-
tion, Senator, not the first part.

Senator KERR. Was it not just the other way?
Mr. CoHEN. I have forgotten now what the question was.
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Senator CUmTIS. The question is: Will you, at a future time, rec-
ommend a Government contribution to this program?

Mr. GoiEnq. With the knowledge that I have now, I do not think
in the foreseeable future that I will recommend a Government con-
tribution; no, sir.

Snator CurTIs. According to the program you had advocated here,
assumming that someone makes $9,000 for 30 years, they are going to
pay in $20,250. How much increase in maximum benefits would re-
suit from adding medical care to present benefits ?

Mr. COHEn. You mean what would the dollar cost be?
Senator Cuirs. Ye.
Mr. CoiyEN. Under the level premium cost of 0.6 percent of payroll,

it would result in level premium benefit costs of about $1.9 billion a
year under the medical benefit proposal that the President has sent to
the Congress.

Senator CumRs. That is what they start out with?
Mr. CoHeN. No, that is the level premium. It would start out

somewhat less than a billion dollars and then rise. The level prem-
ium in dollars would probably be in the neigh~rhood of $1.9 bil-
lion per year in the long run.

Senator CuRTiS. Well, now, is that any relationship between medi-
cal care benefits and the social security taxes paid by the social se-
curity taxpayer as to the amount of the benefits?

Mr. CoimrN. No, sir.
Senator CuRTs. It is a flat benefits?
Mr. CoHEN. Well, in the sense that you are using it, yes. That is,

that the benefit is the same for all persons in similar circumstances,
X days of hospital care, Y days of skilled nursing care, irrespective
of the amount that they contributed or their wages; yes sir.

Senator CURTm. Would you favor paying for medical care for
OASI recipients out of general revenues?

Mr. CoHmN. No sir.
Senator CuwRs. Would you favor adding a flat, amount, like $5 or

$10 to each person's social security taxes to pay for medical care, which
is a flat benefit.

Mr. CoHm. I do not think I would. I have never really, I must
say thought of that as a possibility until you Just mentioned it.

Senator Curms. I am not proposing it.
Now since today's young people are going to pay maximum sched-

ule social security taxes for a lifetime, what would you think of imr-
mediately imposing the rate on taxpayers who are now middle aged
or older and who will get the social security bargains in a few years?

Mr. COHEN. Well, [think that has some merit, but it draws you
into another dilemma. That is, when you make the tax higher, which
has many advantages, for bringing home this intimate relationship
between contributions and benefits that I talked about, ten you
naturally increase the amount of excess of income over disbursements,
and you would increase the size of the trust fund, Some people who
feel that increasing the size of the social security trust fund has
some disadvantages would not be in favor of that. So there is a case
where conflicting elements-

Senator Crris. We shall try to remove some of the conflicts.
.Thre axe people who have received tremendous bargains under social
security I

Mr. ComN. Yes, sir.
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Senator Crris And they will continue to I
Mr. CohEN. Yes, sir.

- Senator Cui'Ris. At the same time you have outlined what this is
going to cost our young people, especially the hard workers and the
successful ones in the future----

Mr. CoijnF. Yes.
Senator CURTiS. Would you or would you not favor immediately

imposing a rate on taxpayers who are middle aged or older, who will
get these bargains?

Mr. CoiiN. If you only considered the question of the relation-
ship of their contributions to their benefits, my answer to' your ques-
tion would be "Yes." I think it would be fair and equitable with re-
spect to those individuals to charge them the level premium rate
immediately.

But when you consider the other economic elements in building up
the trust fund and its impact on the economy, then I would say in
balance, which is what Congress has done over the last 25 years, I
would have a more progressive increase--

Senator CyRrs. Are you not forgetting one important element?
Mr. CoENs. What is that, sir?
Senator CURTIS. The political element.
Mr. CoiEN. Well, I think one must always take political elements

into account, by which I understand the acceptance of the American
people as to what seem to tlem to be fair and equitable; yes sir.

Senator CURTIS. I am not so sure about that. It is very easy to
vote for a tax raise that is very high which is going to take effect 10
years from now and to raise benefits now. Congress has raised the
social security benefits before every election for a long time, and there
are going to be a lot of elections yet.

Mr. CoENe. May I just recount to you that I was one of these per-
sons who, for some 8 or 10 years during the forties, recommended
an increase in the tax rate when both Congress and business groups
and others were nct in favor of it. My experience in that field was
rather disastrous for about 7 or 8 years in making the points that you
are just making, that people should pay a high, rate to reflect the
benefit value that they are getting.

Senator CURTIS. Well, of course, that is not what you are doing
now, Mr. Cohen. You are saying now, today, let us pay the hospital
bills of everybody that is eligible for social security benefits, even
though they have not retired and have never contributed a dime prior
hereto. That is not any level premium, is it?

Mr. ConEN. Well, yes, I believe it is. -
May I Say this? Every pension system, including the civil service

retirement system, passed by Congress, every private retirement sys-
tem that is 'faced with the' dilemma of getting started at a given
moment of time, always has the problem of what do you do about
the people who have retired previously. And what happens? This is
a very grave difficulty and they say, well, in order nTint to-discriminate
against everyone, we shall briar that cost for the period when the
system was not in operation and put it on the future beneficiiiries or
the employer. -

Senator' CwTrs. Well, now, does the President's recommendation
offer health benefits to everyone over 65, assuming that the, individual,
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of 65 is out of the labor market and has no social security credits?
Mr. ConiEN. No, it only provides it for those people who have

contributed for, let us say, a minimum of six quarters.
Senator CuiRTIs. So you are taking some of the people and going

to give them hospital insurance without a means test, some of the old
people, and sonic you are not, is that correct?

Mr. CojipN. That is correct.
Senator GuThnris. And you approve it?
Mr. CoHE1N. Well, 1 think it is the most practical method, taking

into account all the ditficult factors involved.
Senator CUwRIs. 1 agree; it is a political system.
h.41. COH N. No,no.
Senator Cuiris. Oh, yes; I think it is.
Mi. Con'N. I do not think it is a political system. It is an evalu-

ation, and an evaluation, may I say, Senator, that was made this
committee and Congress all during the history of the social security
program, to have a dual system of insurance on the one hand and
assistance or the other to take care of those people who are not cov-
ered adequately by the insurance s system. That philosophy, whether
it is right or wrong, has been the philosophy imbedded in this program
since 1935.

Senator CURTIS. But, Mr. Cohen, you departed from that. Of the
people already 65, and I shall restrict my question to the retired,
those who have a bit of social security cre its enough to qualify for
benefits, no matter how tiny, will get hospital benefits paid for by dfie
producers who pay taxes how-and they have never contributed to
it-

Mr. ConEN. Senator, may I say this? Nothing would make me
happier than if we did not have this dual system that we have-r-if we
could somehow find a way where we did not' have old-age assistance
at all, and where everyone, under some system, call it whatever you
want, was taken care of for these risks. But we have not been a_
in our complex society, to devise that kind of system yet.

Senator CuRTs. jIdo not 'want the committee to feel that I am
taking too muclh time. But I do feel that here is the one prOgram in
government that runs in perpetuity, and if the children and the young
peo le have an interest in aly tling going on here, they have in this.

0 TI going to go on i another subject.
Mir. Cohen, I am vry interested in the statement attributed to you

by the University of Michigan News Service for October 28,' 1908,
which I quote, from :,

We couhl abolishwaptor poverty in the United States at a cost of about
$10 billion a year.

You are al~o reported as telling this. conference of social workers
that they should eradicate the depression psychology of a restrictive
econany and plan a program reflecting the Nation's increase in
ability, to pay for security, welfare, -and social needs.

Now the February: 1961 Social Security Bulletin showed on table
T that in the last- 3 motlis showni'ending, last-October, we wero
spending under these programs at therate of, $19 billion a year.
Public assistance for October was an annual rate of $4 billion a year.
The extended unemployment compensation benefits would raise total
social security benefits to, over' $25 billion a year, would it not?."

Mr. CoH.N. Yes, sir.

115



NOMrNATIONB

Senator Crxw. At the present time, $25 billion. But we are far
from abolishing poverty, are we not?

Mr. COHEN. TIhat is correct, sir.
Senator CuRTis. Are not these costs already scheduled to rise by

another $10 billion in a relatively few years, without liberalization?
Mr. COHEN. I do not k-now about the exact amount, but they are

scheduled to increase; yes, sir.
Senator CuRTs. They will go up $10 billion in the 1960's, if we

never vote another liberalization. That would make $35 billion.
Now, do you think that this additional $10 billon that is going to

go up automatically will abolish poverty?
Mr. COHEN. The $10 billion that you have just mentioned?
Senator CuRTs. It will go up automatically?
Mr. COHEN. No, sir.
Sentor CURTIS. Is the $10 billion you referred to as the cost of

abolishing poverty a still further amount?
Mr. CoENr. Well, I would guess that if you included that $10

billion in the next few years, without doing it very scientifically, I
would say that maybe that would take off a billion or two, so there
would still be maybe $7 or $8 billion left.

Senator CURTIS. Well, now, either the $10 or the $8 billion, or $9
billion, would you give us a rough idea as to where this poverty-
abolishing $10 billion a year would come from and how it would
be used?

Mr. CoHEN. Well, I would hope that part of it would, of course,
come from things like an increase in the minimum wage for those peo-
ple who are working. In other words, when I talked about abolishing
poverty, I was talking about the result of raising the income of
these people.

Senator CtmrTs. Here is your quote:
We could abolish want or poverty In the United States at a cost of about $10

billion a year.
Mr. COHEN. Yes, sir.
Senator Cuirris. You were not referring to the Government?
Mr. Com. No, sir. I was talking about the total cost to our

economy from whatever source derived, including increased wages
that employers would pay, increased employment.

Senator CuRIs. I withdraw the question then, as to where the
money would come from, if it was not Government funds.

Mr. CoHmN. No, sir.
Senator CURTIS. Now, looking ahead 10 years, to 1970, how much

do you think the general level of social security benefits should be
increased ?

Mr. CoHmN. How much they should be increased I Well, I would
say that if my hope that the gross national product would be 50 per-
cent larger in 1970 than inh 1960 were to come about, then I would hope
that social security benefits, on the average, would reflect that same
type of development. In other words, that they would be by that time,
approximately 50 percent higher than they are today.

Senator Cumrs. As a matter of fact, you repeatedly are recommend-
ihng it 50-percent increase in the level of social security benefits in the
next 10 years,- are you not?

Mr. COHEN. Yes, by the end of the 10-year period.
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Senator CURTIS. With a minimum of $50 and a maximum of around
$190 or $2001

Mr. ConFN. That is correct.
Senator CURTIS. I other words, you believe that the maximum

benefits should be at least $200 b dhe end of the 10 years?
Mr. COHEN. Well, my thought was that the maximum benefits

should reflect a ratio of 4 to 1, with a minimum benefit. So that $50-
to-$200 range for a contributory wage-related system was what I was
suggesting in there.

Senator Currm. Mr. Altmeyer, when he was Commissioner, used to
say that social security benefits would be adequate when no more
than 10 percent of the aged beneficiaries had to seek old-age assistance
to meet their extreme needs.

Would you regard this as an acceptable criterion?
Mr. Cotrw. I think in that article, or one of the articles, I sug-

gested 5 percent as being an objective that I would set. In other
words, I would like to see a lower level of old-age assistance than Mr.
Altmeyer would.

Senator CurS. Because in 1950, 12 percent of the old age--of
the aged were getting old-age assistance. In 1960, it was down to-

Mr. COHEN. Perhaps I am not understanding you.
Senator CuRTIs. In February of 1960, only 6.7 percent of OASI

beneficiaries were drawing old-age assistance.
Mr. COHEN. Yes.
Senator CURTIS. They estimate that by 1970, no more than 6.5 per-

cent will. But you would say that social security benefits are not
adequate until it gets down to 5 percent ?

Mr. COHEN. Until the total proportion of aged people receiving
old-age assistance is 5 percent or less. That was my test.

Senator CumRTI. I thought it was of the people receiving OASI.
Mr. COHEN. No; in my article, I used as a test 5 percent of the total

aged population. Of course, by 1970, when we have 20 million aged
peo, ple, 65 and over, 5 percent means a million people still-

Senator CuwRT. Y was referring to your speech of November 18,
1958.

Now, several years ago, before the Ways and Means Committee,
one witness stated:

We have to bear in mind that the purpose of social Insurance, whether old
age Insurance or unemployment Insurance, is to insure against a portion of the
wage loss. Now, if the person has not retired and has not suffered a wage loss,
then I do not believe, under the social insurance system, he should receive
benefits.

Would you agree that social security should not provide benefits
to people who have not retired or substantially retired, and hence
have not suffered a wage loss?

Mr. COHN. As far as cash benefits are concerned yes.
Senator, CURTiS. You would limit it to cash beneAts?
Mr. COHEN. Yes, sir.
Senator CuTis. Why?.
Mr. CoHEN. Because I think there is a distinction between cash

benefits and medical benefits.
Senator CURTIS. Because of the advent of medical benefits.
Now, that was Mr. Altmeyer who made that statement in, 1949,

but he made no such distinction.
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Sr., Cong. I, think he.Was, if I might bepormitted, thinking only
in terins of cash benefits at that time. %

Senator Cuwn. A widow's social security benefit is three-fourths
af.her -husband's primary amount,

Mr. Cotpi.:Yes, sir ,
:::Senator CURTIS. In'other words, her benefit is half what her hus-
bafid and she would receive iogother or have been receiving as a re-
tired' couple?

Mr. ConHEN. Yes, sir.
,:Senator. CURTIS. Do you feel that this proportion should be con-
tinued or changed. and if so. in what manner V

Mr. Coymx. I think it should be increased.
Senator CunTrs. To what?
Mr. COHEN. I think it should be changed immediately to 85 per-

cent.
-Senator Cuwnis. And eventually to what?
Mr. COHEN. I would hope eventually, if funds permitted, to 100

percent.
Senator Cuwris. How soon?
Mr. Cou=N. I Would hope within this 10-year period that we. aretalking about. . , .t'Senator CutrT. In other words, you believe a widow should get

as much in social security benefits as would a retired woman worker,
whose benefits are based on her own record of covered earnings?

Mr. CoaEN. I did not *say the same benefit in dollars but the same
proportion.

That is, that a single person, .whether a single woman or a single
man or a widow living alone, should be treated as one unit and get
100 percent of the primary benefit.

Senator CUrTis. Now, you have always argued fow a wage-related
benefit?
. Mr. Coui. Yes, sir. This would still be wage related.

Senator Cu rTs. Men's wages are higher than women's wages, gen-
erally, are they not ?

Mr. COmet. Generally so.
Senator CURnis, The widow within this 10-year period would get

a benefit equal to 100 percent of her husband's?
Mr. CoittN. Right.Senator CuRTs. She suffered no wage loss. .
A woman who was working and retires would get 100 percent of her

own wage record would she not?
Mr. CermnN. She would probably get a lot higher in dollar benefits

because-.
Senator Curmrs. No she would get lower.
Mr. Coi-nN. It woufd depend on what her wages would be; it would

be generally lower, yes, sir. In some cases, it'would be higher but
I would say generally it would be lower, yes, sir.,
. Senator CmTIS. This widow may have paid nothing herself in

social security taxes, because she never worked in a covered job,
whereas a retired woman had paid such taxes for perhaps a good
many years, and so had her employer. In other words, you feel that in
this social benefit progr am a person may logically get a fulll benefit
whether or not she has paid' anything in social security taxes or not, is
that correct? ,

Mr. Coit. Yes.
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'I think she should be treated as a unit just like the workingman or
workingwoman is; yes, sir.I Senttor CunTIS. Is it not true that the benefits under H.R. 4222'
the administration's social security health-care proposal, is a flat
benefit? The same protection to anyone eligible, regardless of the
underlying earnings record?

Mr. CoinE. 'I think I uifiderstand what you mean and my answer
would be yes. I would not use it as a flat benefit, because that connotes
that the dollar amount is he same for everyone, which is not tr e.
- Senator CumRs. , s Well, if they suffer the samne illness, they get the
same dollar amount, go to the same hospital, d6 they not?

Mr. Corm*N.* That is the point. They might go to different hos-
pitals, and, in effect, get different dollars of benefits, because the hos-
pital cost would be different in different hospitals and different com-
mnunities.

Senator CUrnIs. Well, to the extent that hospital costs might be
different. But otherwise, it would be a flat benefit would it- not?

'Mr. ComsN. Well, I prefer not to use that term, but I think I under,
stand what you mean and the answer would be yes.
* Senator CtuTig. And you favor that?

Mr. CoHEN. Yes, A do.
Seator Cuwns. Do you know any expert, in the field of social

security who support it?
Mr. Conmm'. ,Why, yes, sir.
Senator CimTs. Who?
Mr. Coir,&N. I could give you quite a list.
Senator CTiRem. Has Mr. Cruikshank ever said that?
Mr. ConE-.. 'I am.not---
Senator CURTIS. Mr. Altneyer?
Mr. ConEN. Ithinik Mr. Altrneyer does.
I have talked with him recently.
Senator CURTIS. Has he not also said that ie favored benefits re-

lated to wages?. Mir. CoEN. 'Wellt I have-stated that too, Senator, and I always take
those statements toimean in relation to cash, wage loss benefits. I -do
not think you can apply the same principle to, medical benefits. I

The statements that you are quoting, I think, were taken at a time
when they were testifying with respect to monthly cash benefits. ,

Senator CuRTis. But the fact would remain that this one-half of I
percent tax, some people would get the same health insurance for 30
cents a year that others wouldpay $30 a year for?

Mr. ConEN. 30 centsa year?
Seneator CumAs. Yes, -It is,$50 in each quarter, is it not?

.. Mr. ComRN, Ye ,'I see what you did, This is on the busis:of a per-
son who has one quarrer of cov'eragd at, the minimum earnings eai
year for 40 yearA.

Senator CriTxs,-SO youwould provide all through this wholeFocial
security structure, as presented by Mr. Altaineyeit and supported- by, 4
lot of people and' argued. against by. a lot, you would give the same
flat hospital, benefits, except only asto the varying charges of hospitals
without relation to'wagobenefitsi which could'mean that some people
would buy it for 30 cents a year and some of them $30 a year ?,

Mr. CoiN. Yes, sir.. - -
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Senator Cuns. Now, do you believe the present age of 18 should b&
the top age limit when children's benefits are discontinued?

Mr. COHEN. Well, as I said in one of my articles, I would hope that
ultimately it would be increased to 21.

Senator CURTIS. Did you change your mind?
Mr. CoRnN. No, sir.
Senator OmtIs. What do you believe the maximum family benefit

should be by the end of this decade, 1970?
Mr. Conmz. Well, I would say probably in the neighborhood of

$250, $300, something of that character. In other words, I think
that,-

Senator Curm. Have you ever mentioned anything higher?
Mr. CoHEm. I think I did.
I do not recall offhand the amount, but I would have a family max-

imum that is related to the individual maximum just like it is in the
present law, about twice as high.

Senator (unns. Now beonning with the amendments of 1950,
Congress has several times increased the tax and wage base and the
tax schedule rate, and at the same time, greatly increased the whole
scale of benefits, including the maximum benefit. What criterion or
standard do you feel Oongress should adopt in making any changes
in the taxable wages?

Mr. ConEN. Well, I think the standard that I used in making these
suggestions for the $9,000 was based upon this set of relationships.
When Congress in 1935 established a $3,000 wage base, that $3,000
wage base in 1937-39 covered fully the wages of 95 percent of the
people who were then working under the system, who were con-
tributing or covered by the system. If one were to follow that same
principle, which seems to have been inherent in the 1935 law, the
wage base at the present time would then be a little bit more than
$9,000. That is how I got that.

Senator Ctuwis. The 95 percent ?
Mr. CoHEN. The 95 percent figure.
Senator Cuwr. 95 percent of what so we get the record straight?
Mr. CotiEN. 95 percent of the individuals who are working in jobs

covered by the system, whose wages are fully covered by that wage
base.

Senator CunIs. Has the AFL-CIO taken a position on this par-
ticular item, of 100 percent?

Mr. COHmq. On 100 percent?
Senator CuRTis. Instead of 95 percent.
Mr. COHEN. Ndt that I know of; sir.
Senator Ourm. Has it not been our experience in this country

that as individuals make more money on their jobs, they are better
able to save through their own efforts?

Mr. COHm. Yes I would say that is true and that would be a
fa& or that would have to be taken into account in evaluating what
the wage base properly ought to be.

Senator OURTi. But it is true, is it not, that when workers earn
more money, and this has been our experience even in times of rising
prices, they are better able and do save more through their own efforts?
. Mr. Conmx. They do, 'but I think there is also a distressing fact

-about our economy that some do not save more, and those are the
kinds of people who do become eventually dependent upon public
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assistance. So I think that factor has to be taken into account, if
you want to protect the taxpayer from having to pay this burden
through general taxes.

In other words, what I am trying to say, when you come to weigh
what wage base to take into account, you would take the factor I men-
tioned, the factor which you mentioned, the extent to which people
are saving on their own. But I think you would also want to take
into account the extent to which, and the proportion of, the popula-
tion that is not saving enough in terms of liquid assets to take care of
an emergency when it comes.

Senator Cumrs. You are talking about taxes on higher wages.
Mr. COHN.. Yes.
Senator CuRns. And even without doing any of that, we are spend-

ing $25 billion in social programs, the Federal Government is, and it
is going to go to $35 billion in 10 years without changing the law. Is
it not imperative for the future well-being and growth of our economy
that we preserve the incentive and opportunity of every individual to
save for various purposes, including some old age income protection.

Mr. CoTioN. Absolutely.
Senator Cwris. If you want to preserve this opportunity and in-

centive to save, would it not be unsound for Congress to adjust the
taxable wage base upward so that some fixed percentage of four-
quarter workers would have their total earnings covered by social
security?

Mr. CoHEN. Yes, I think if Congress were to make that kind of
determination it would be very helpful.

Now, for instance, the last time you increased the wage base was in
1958. That is when you made it $4,800. If you were to keep that same
relationship, that $4,800 was in 1958, you would have to raise the wage
base today to $5,400.

Senator Cmins. Now, to go on to another subject, do you think the
retirement age for women should be reduced below 62 and for men
below 65?

Mr. CottoN. I do not at the present time think so; no, sir. Although
at one time, I did think so.

Senator Cumns. You have advocated that ?
Mr. COHiEN. I did advocate at the time the Advisory Council on

Social Security, appointed by the Senate Finance Committee recom-
mended that the age for women be 60, I did support that at the time,
and on other occasions.

But on reevaluatinig the cost of that and the priority, I do not think
now I would recommend it.

Senator CuRIS. Now you do feel that by 1970 we should do these
thin ne, the benefit level should be increased by 50 percent. Youso advocate?

Mr. COiHEN. I would hope 3o; Yes, sir.
Senator C Rns. Two, thal', the widows b~nbfits should be increased

from 75 to 100 percent of her deceased husbstnd's primary boniefit?
Mr. Coiavw. Yes, sir.,
Senator Cu-RTs. Three, you do not believe in reduced age for women,

reducing it to 60 ?
Mr. (OAmmi. I do not think that has as high a priority; no, sir.
Senator CuTirs. Do you think it should be done in a few years?
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Mr. COHEN. Well, at the present time, I would say no. But I would
be perfectly Willing to reevaluate it in the future, depending upon
women's employment and their wages and the costs of that particular
proposal.

Senator CunTIS. And four, you do recommend a family maximum
benefit should be raised from $250 to maybe $350?

Mr. Cojmm. Somnething like that; yes, sir.
Senator CuRrTs. And %enefits to children should be paid up to 21

if they continue in school?
Mr. COHEN. That is correct.
Senator CUIRTIs. How much would all of these increases do you

think-how much would it cost, by the end of the decade?
Mr. COHEN. By 1970?
Senator CURTiS. Yes.
Mr. CoH:N. Well, I do not know-along with a $9,000 wage base

of course, that you mentioned, right? Iy proposals were coupled
with the increase in this base.

Senator CUTIS. Yes sir.
Mr. Cotm-oz. I would think that my proposals, to increase benefits

50 percent, to raise widow's benefits to 100 percent, to pay child's
benefits to age 21 if in school, to raise the family maximum benefit to
an appropriate amount, and to increase the wage base to $9,000,
would probably cost another 11/2 percent of payroll in 1970 over the
9-percent contribution rate for that year now scheduled.

Senator CURTIs. I mean how much would the payments increase?'
Mr. CoI1i1N. Dollars, I do not know, offhand.
Senator CURTIS. Under the present program in 1970 it will cost

about $17.3 billion. I have checked with the actuarial service and
these additional benefits; that you advocate would run at least $11
or $12 billion more.

Mr. CoHEN. Of course, the payroll base would be a lot more and
the income would be a lot more., so that the relative cost increase as-a
percentage of payroll would not be that substantial. I

Senator CuRns. Well, now, what would be the tax rate if the wage
base stayed at $4,800 ?

Mr. COTEN. For what I propose?
Senator CUnTis. Yes.
Mr. COiEN. Well, I do not know offhand, but probably it would

have to be somewhat more than what it would.be if it were $9,000;
I suppose about 11/2 percent more.

Senator CuRTIs. Ilthink that, according 'a Mr. Myers, the cost
increases would require a combined rate of 15 percent on a $4,800
wage base-that is employee and employer-and a combined rate of
13 percent if the wage base was $9,000. That would mean on self-
employed social security tax of $11.5 in the one instance or, if it was
on $9,000, of $10.5.

Mr. COHEN. Well, all I can say, Senator, is that to have a rather
reasonably adequate kind of system, it costs a lot of money. I think
that point should be forcefully* brought home to the American people.
If that is the kind of protection they want, they have to pay fo:' it.
Almost any type of pension or retirement system that I know of-
such as my ownn retirement system at the un;-versity---costs 15 percent
of payroll, excluding social security. So I think flat just beings home
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the point that these kinds of protections do cost Substantial amounts of
money.

Senator CURTIS. You favor this?
You favcr a program that costs that much ?
Mr. COHEM. Yes? I do. I think if we are going to achieve the

objective of providing this type of security, we must bring home in-
delibly to the American people that they have to pay this cost.

There is no escape. from that.
Senator Curris. What is the difference between someone. who is

entitled to social security benefits and someone who is eligible?
Mr. COHEN. Well, I think the concept that is used is that a person

would be eligible by having sufficient quarters of coverage and the
age, and entitlement is when you actually apply for the benefits in
accordance with administrative procedures.

Senator CURTIS. Nowm, the health benefits, if they are eligible, make
the application, but do not stop work, they would still get it?

Mr. COHEN. That is true.
Senator CURTIS. This is not so of the offers ?
Mr. CohiEN. That is correct.
Senator CURTIS. And that was--Vell, I withdraw that question.
Did you support the Wagner-Murray-Dingell bill in 1946?
Mr. CO1I.N. Yes, sir.
Senator CURTIS. When the Senate Labor Committee held hearings

on that bill, Mr. Altmeyer said:
Voluntary insurance against the costs of medical care have been tried and

found wanting. The principal reason why voluntary programs have not suc-
ceeded and cannot succeed Is economic..

At the same hearings, Mr. Green, president of the AFL said:
Voluntary health insurance has been found impractical for the great masses

of people.

Did you agree with those people then ?
Mr. COHEN. Yes, sir, and I think the advocacy- of that system had

more to do with propelling voluntary insurance to do a good job than
almost anything else on the scene.

Senator CURTIS. Would you say thfit anything today disproves that
contention ?

Mr. COHF.N. Disproves that?
Senator CURTIS. Yes.
Mr. ConEN. No, I have testified in the House Ways and Means

Committee that since that time, I think they have done a much more
satisfactory job, and on the basis of that concrete evidence, I am no
longer supporting a bill like the Wagner-Murray-Dingell bil. In
other words, as experience demonstrates that there has been a c6iange
in circumstances, I change my mind, too.

Senator CliliTIs. Now, did you testify on the Forand bill in 1959
before the Ways and Means Committee?

Mr. COHEN. Yes, I believe I did.
Senator CURTIS. Did you say:
I have in the past taken a position that they, people under 65--well, 65 and

over-but I would not take that position at the present time, because I believe
the voluntary plans and 'other arrangements have been successful and a good
approach for the other people. In other words, my philosophy is not that the
Government should do everything?
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Mr. CoHuN. That is correct, I made that statement.
Senator CuTRIs. And you have said here today that health insur-

ance, voluntary health insurance, could meet the problem of the
people under 65?

10 Mr. CoHEn. I do not think it can meet the problem 100 percent,
but I do not think that is the objective. I think the voluntary health
insurance system under the age of 65 is doing a reasonably satisfactory
job, and that with some supplementation by the other methods, it
can continue to do a good job. Not everybody under 65-

Senator CtuRis. Yes, but the people who contended in 1946 that
it could not do the job for the great masses of people were badly
mistaken, were they not?

Mr. Coinm¢. They were wrong, yes, sir.
Senator CURTIS. Now, does H.R. 4222 call for three funds in the

Treasury for social security, three accounts?
Mr. COHN. Yes, it does, yes, sir. There would be three accounts

in the social insurance trust fund: OASI, disability insurance, and
health benefits.

Senator Cuiris. Now the health fund-all of the retired bene-
ficiaries of OASI would be eligible to draw from that, would they
not?

Mr. COHEi. Yes, sir.
Senator CmTs. In case they applied.
Mr. CoHan. Yes, in case they had applied, yes.
Senator CuwRxs. None of them would have or will contribute to

that account, will they I
Mr. COHEN. That is correct.
Senator CuRTx. So there would have to be taxes levied on other

people or else out of general appropriations?
Mr. COHEN. Well, the bill provides that th tafl itt the "uivre t0

the fund would cover those costs.
Senator CuRTis. So, so far as the people who will benefit in the

immediate future under the administration's health program, they
will be drawing from an account but will put nothing in?

Mr. CoHm. That is correct.
Senator CURTIS. Now, the task force report says:
This system permits people to contribute during their working years to the

relatively heavy cost of medical care in their later years.
That is not entirely true, is it?
Mr. Co-Tv. Well, it is true once you adopt the policy for the

future, but it obviously cannot be true retroactively.
Senator CURTIS. Do you anticipate that medical costs will rise in

the next 10 years?
Mr. CoHEN. Yes, sir.
Senator CuuTis. Will that increase the cost of this nrograml
Mr. CoihN. Well, it may. There is an element already ;included

in the actuarial cost estimates of a relative amount of 14 percent in-
crease and an increase that is related to the wagd structure, but it is
entirely possible that hospitalization costs may be higher than antici-
pated; per diem hospital costs have risen 100 percent. in the last 10
years, an average of 10 percent per year. If that. should happen.
during the next 10 years, we would be in a simply tremendously diffi-
cult situation.
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Senator CURTIS. So your tax proposal would not be adequate, then,
WoUi(1 it?

Mr. COviEN. If there were a 100 percent increase as in the past, no
sir.

Senator CURTIS. Now, Ar. Cohen, I do not think you felt this time
would ever arise, but I am coming to my last question.

Mr. ConEN. Thank you.
Senator CiUrIs. I can understand your relief. I am sorry to take

so much time.
Mr. Clhirman, I think you might be interested in this.
According to the information given to the committee today changes

in the present social security program which you, Mr. Cohen, think
we should achieve by the end, of this decade would mean that with the
wage base of $9,000, the combined tax rate Would amount to 14 per-
cent--that is, 7 percent on employees and 7 percent on employers. If
medical care was extended to all those under 65 the tax rate would be
an additional 5 or 6 percent, would it not.

Mr. CoH.EN-. I do not know what you added in there.
But you say 5 to 6 percent of payroll ?
Senator CU-RTIS. Yes.
Mr. Co.IEN. On a $9,000 wage base?
Senator CuTis. Yes. If you apply the administration's proposal

to everybody, like the Wagner-Mur ray-Dingll-----
Mr. Co.ENW. Oh, under65 ?
Senator CURTIS. Yes.
Mr. COHEN. Yes; I think that is correct-which I am not pro-

posing.
Senator CunrIs. But you did in 1946?
Mr. ConN. Yes.
Mr. Cunips rhis means that by the end of this decade sociad

security will be costing about 14 or 15 percent of payroll if the health
insurance benefits are limited to those over' 65. If compulsory health
insurance was extended to ewrybody, the total payroll tax would be
up to 19 or 20 percent. If it was a 20-percent rate, the self-employed
rate would be 15 percent. This a maximum tax on an employer of
$900 per year and a like amount on an employee, and the maximum
tax on a self-employed person making $9,000 would be $1,350 if we
do what you advocated today plus what you advocated in 1946.

Under the present income tax laws, a man making $9,000 and self-
employed, if he is married, pays $1,438 in Federal income taxes. If
he has two childen, he will pay $1,174. Yet, in the hypotlh6tical
case 1 have made, that man, married with two children, with income
taxes of $1,174 would have social security taxes of $1,350.

Do you feel that as much of that man's earnings of $9,000 as a Fed-
eral tax source should be devoted to this one single program of social
security as is available to help finance all other activities--the func-
tions of the Government, the paying of the nationaldebt, and defense
of our country?

Mr. COiHN. Yes; I do.Senator. 'In the first place, they are four
different programs, not one program. That man and his family and
the National are getting protection with respect to old-age survivors
insurance or life insurance, disability insurance, and medical benefits,.
So there are four protections against some very major economic
hazards of life.

67514-61--9
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-Secondly, I would say this. A good deal of what yoi said in that
extra 5 percent is not an additional burden upon the individual the
familyl,or the economy, but merely a replacement of costs that are
now met out of pocket.

We are spending in the Nation today something in the nature of
$20 billion a year for medical care. Now, merely financing it through
Blue Cross or Blue Shield in another way does not increase the cost;
it merely transfers that cost from out-of-pocket payments to a more
rational prepayment plan. That is what Blue Cross did.

Senator CURTIs. Now you have forced me to ask another question.
Mr. Coiis. I am very sorry. 1
Senator CURTIS. It is not that at aL. This is a compulsory program,

carried by taxes. The individual ha, no choice in it. It is either
going to run in perpetuity as long as this Republic lasts, or there is
going to be a future group of beneficiaries who will not get what they
have been promised.' And the individual will have more taken out of
his earnings for social security in Its broad sense under the program
you have advocated for the next 10. years than he will be paying to
maintain this Government, pay off its national debt, and defend the
country.

Mr. COHEN. I do not want to argue that he should pay more Fed-
eral income taxes. But I do believe that for the secu't.y that he and
his family, and for the security that this Nation is getting'so that he
not be dependent, it would be value received for what he is contrib-
uting.

Senator Cunrrs. I want to thank you for your patience. You have
been truthful in replying to the questions as to the program that you
have promoted through the years. I stand by the, statement that I
think you know more about what it costs than anybody, because you
planned it all. I I

-Isay to you,,Mr. Chairman, that I apologize for taking so much
time. , I appreciate the chairman's courtesy.

;Senator BENNrr.. Mr. Chairman, I am given to quotations, as my
friend from Illinois is, occasionally, and my current contribution is
a tag end from an Englisl poem entitled "Oilpin's Ride":

Stop, stop, John Gilpin
Here Is the place, we all loudly cry;

The dinner waits and we are tired;
So, Gilpin, so ar I.

Mr. Coip. I concur wholeheartedly.
Senator DOUOrAS. Mrs Chairman?
The CnHAIRMAN. Senator Douglas?
Senator DouomLs. Mr. Chairman, I had not expected that we would

have such a lengthy examination of the' principles and operations of
the social security system. I thought we were going to deal with the
qualifications of Mr. Cohen. Mr. Cohen is well kiown as probably
the greatest expert on social security that we hav. Someone once
said that an expert on social security is a person who knows Wilbur
'Cohen's telephone number. I think that may well be true.

I hope you will forgive me if I ask a few brief questions.
The first question T would' like to ask is: What percentage of the

administrative costs of the social security system are (a) -benefits and
(b) contributions?
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Mr. Couzw. They run, to about 2 to 21/ percent of contributions
aid benefits at the present time, Senator.

Senator DoUoLAs. Do you know of aoy private insurance company
which has as low administrative costs as this I ? I

Mr. CoHeN. No, sir; I do not think it is, possible for them to have
that low a cost.. Senator DouGLAs. So'that the money which is paid in is virtually
all distributed, and the costs of the overhead-the overhead costs of
administration are extremely low?

Mr. ComN. Yes, sir.
Senator DouoLAs. Am I correct in understanding that the princi-

ple of insurance is that there can be small contributions of the many
in order to compensate for large losses which would otherwise e syf-
fered by individuals I

_Mr. COEN. Yes, that is my definition of insurance. May I say,
Senator-I am glad you brought it up-I do not think the definition
of insurance involves the exact relationship between what an individ-
ual has contributed and whathe gets out. It involves a relationship
between the totalpaid in aud the total paid out.' That is what I con-
sider the correct definition of insurance, and is what entitles this sys-
t;m to be .called insurance and whythe Congress did call the tax
provisions, the6oFederal Insurance Contributions Act.

Senator DouoLS. in other words what is aimed to be done is to
provide full protection against the risks of life, which of experience.
fall with crushing weight upon the individual, is this correct ?

Mr. ConeN. That is correct.
.a"'r T1h .14v A, it does thi in two wa L . type o

compulsory savings, and B, by a pooling of risk so that the minority
who may suffer do not-have the losses which would otherwise be pres-
ent?

Mr. COHEN. That is correct.
Senator DouGLAs. And this second point is the principle of firs

insurance?
Mr. COHEN. Yes, and that definition of insurance which I think you

are expressing was expressed by a House of Commons select commt-
tee as far back as 1834, and is what I consider the correct definition of
insurance, which many critics of the social security program do not
properly use in attacking it as not being insurance.

.Senator DOUGLAS. N6v, may I ask, assuming that benefits do not
increase and the contributions do not increase and assuming that
the. average covered wage does not increase, what will the reserve
of the social securit system be, approximately, in th6 yeax,2000

Mr. COUAN. The Chief Actuary of the Social Securit Administra
tion makes three estimae-the low-cost estimate, the highc ti
me, ancd the intermediate estimate. In'those three the intermediate
estiiAAte, Mt youi know, is the opie that is always used Iy the committees
in Congress to determine thie thi schedule~ u9 oal rpeet
the fairest expretsion of what seems to be the best usable figures.
The estimated balance in. the trust fund is quite substantial in- the
year 2000.

Senator DouGLAs. Is it notapproxiinately'2 ilin
Mr.~ ~ ~ ~ ~~C COtA.Teetmae aac nhe OASI Trust Fund in the

year 2000, according eto thae intermediate cost estimate is $140 billion.
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Senator DOUGLAS. Afid that thereafter the system would be self-
*supporting with the deficit of current contributions, as compared to
current benefits, being offset by the interest upon the reserve, is that
not true.

Mr. C OH. That is right.
Mr..Myers' estimate .of the contribution yield are such, and he

sets the contributions in accordance, with the policy determined by
Congress to be sufficient to yield enough surplus during the early
periods of the system to build up a reserve, the interest earnings of
which are to be addcd to the income, and thus take care of the benefit
disbursements for all time to come.,

, Senator DorarAs. It'is sometimes alleged'and I thought-one of the
questions of my good friend- from Nebraska leaned in this'direction,
that the system as of this moment is in3olvent. But if 'you take the
long run view. of the systems the system wil be completely solvent,
isthatnottrue? s

Mr. Coiikiq. Well, ihe system is solvent today. The system has
bteh solvent ever since it was set up: The actuarial estimates and the
contributions yields determined by Congress are intended t6 keep it
solvent for all time to come by the definition that the income to the
system, 'including contributions- plus interest; should always be suffi-
cient to cover the benefit payments phis administrative costs.

Now, of coiirse, the estimates might turn out to be incorrect, but
'periodically,' when Cdngress has restudied the act, it has always
revised t he income and'oitgo so as to keep thit result.

Senator DoUGLAS. And is it not true that in practice, it has been
found that the assumption that-earnings will remain constant his not
been correct, and the increase 'in average earnings, has therefore
increased revenues above what was original planned? "

Mr. Coimn. Yes, sir; we take, recognizing the historic increase in
wages which.have occurred, and which youi works have always so
well demonstrated, we believe that this same thing would happen
,historically,. but we have not taken that into account in making the
etfiihates. Because while I think we would agree'that it is n6f only
likely, it is most likely to happen, nevertl1ess, it would involve a
certain degree of piercing the future, whih we have not done. So 'I
think we are On the conservative side in all of our estimates

Senator DOUGLAS. In other words, the actuarial estimates are based
.oil the assumption 'tlidt there will be no"increage in average earnings?

Mr. CojiTE, Thatis correct."
Senator DOUGLAA. And that in practice, here has been such an in-

crease at the rate of somev4here around 2 percent a year ?
" Mr. Comm. That is correct; I would be perfectly' willing to stake
myself out, in the kind of free enterprise and dynamic economy we
have, that this trend will' continue to happen as a minimum in the
future. That isthe reason why, in'relation to these prognostcatiqns
I made, I feel all of those costs are On' the:conservative side.

Senator DOUGLAS.. Thank yoi very much.
TheCHAIRMAN. Any other questions?
Senator Curm, One question;

* Mr. Cohen, this, trust fund -irterest- income, Where Will that come
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Mr.,COwrN. Well, the interest has,to come, of- coure, from, a ro-
priations for payment of interest on the national debt,:made by Con-
gress out of general revenues fr9m the general taxpayer.,

Senator 'C iRsi> Yes; ndov, 'do yo0ii' propos6 That w6 pay benefits.
Inbondsorincash? 1, .. •

Mr. COHEN. Cash.
Senator: QuRTis. We have; o mary bonds in the trust fund. The

recipients wnit cali To get fl6m e i-i, yofi it!er h v6"to tax the
people to get cash to ay off those 'bonds, do yu not,'ir sell some
more bonds? , '

Mr. CNEN. Right.' 4

Senator CURTIS. Or inflate the money
Mr. COHEN. I hope not the latter.

* Senator Cuitis. So when' you go to pay these benefits, would it make
-any difference whether you have this size reserve fund, or one that
measures much bigger? You are going to have to pay it in dollars.
The only honest way you get dollars is to tax the people then or tol
-sell more bonds. That is true, ia it not?

Mr. COnFx. Yes.
Senator Cumrns. That is all.
Mr. Coim. But I do not think'that means that anybody has to

pay twice, Senator.
Senator CuRTIS. I did not say that. I think this is costing enough

•topay for at once.
The CHAIRMAN. Thank you very much, Mr. Cohen.
Mr. COHEN. Thank you, Senator.
The CHAIRMAN. The next witness is Dr. Marjorie Shearon of the

Coalition of Patriotic Societies of Ohio, Inc.

oSTATEMEM OF DR. MARJORIE SHEARON, ON BEHALF OF THE
OHIO COALITION OF PATRIOTIC S0CIETM OF OHIO, INC., ACOXM.
PANIED BY MRS. RICHARD D. YOUNG

Senator K Rt. Mr. Chairman, could I ask a question?
What is the Coalition of Patriotic Societies of Ohio, ieI Is that

a corporation?
Dr. SnEAnON. What is it ?
Senator KERR. Is that a corporation ?
Dr. SM RA0N. It is a corporation, yes, incorporated. It is the

Patriotic Societies of Ohio.
Senator KERR. That is the name of it?
Dr. SHEARON. That is correct,
Senator I(Tni. Do you have the charter of it?
Dr. SinBARoN. No, not at all. They just asked me if I-I could

:get it.
Senator KEn. Well, would you get that for the record?
Dr. SHEARON. Surely.
(The following information relative to this charter was obtained

"by the committee clerk from the Ohio secretary of state:)

THC OHIO COATION OF PATMIOTIO SomrIWr OHIO, INO.

Incorporated: July 29, 1952, In Columbus, Ohio.
Principal office address: University Station, Post Ofilce Box 3111, Columbus

'Ohio.
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Ag ent and trust '- 'WllllaMit, A." Wi~r, 2898 Nell 'Avenue,, Columbu, Ohio.
- Oth'e,' trustees: IA B. Rameyi 60 Ekast Broad, Street, Columbus,, Ohio; M, C.

Anderson, 150 Eas-3xroa Street, Columbus, Ohio.
Filed Atatemeut pf, continued existence i 19,bY

Purposes: 1. To establish an Independent, nonprofit, nonpolitical nons6etaran'
organization, dedicated to the preservation of "Americaiism/',

2. To *acqUlre and. disseminate security information, and educational ma-
terial peitatnip g to the American way of life, in the spirit and keeping with
th e Constitatidn of the United States of America, and to combat all un-7
Ametican actIVIt te . .
3. To purchase, acquire, lease, bold, mortgage, pledge, exchange, sell,, and

convey personal and real property of every kind, nature, and type, whatsoever,
and wheresoever situated, and any Interest therein.

4. To receive, hold, invest, and distribute gifts and bequests and other
funds.

5. To' do' any and, evety act permitted by law to a corporation, not for
profit.

Senator KIUIn. Mr. Chairman, I have been reading the testimony
to be given by, Dr. Marjorie Shearon. I see some very si ificant
statements. I would like to request that the witness be put unler oath.

The CHAIRMAN. The request has been made that the witness be put
under oath.
Dr, Marjorie Shearon, do you solemnly swear that the testimony you

are about to give in these proceedings will be the truth, the whole:
tiuth, and nothing but the'truth, so help you God?

Dr. SHEARON. Ido.
You should have put Mr. Cohen under, I should say.
Senator K-FRR. Under what?
Dr. SHEA-RON. Under oath,
Senator KER. I thought you were going to put him under.
Mrs. SHEARON. I have been asked to limit my time to about a half

hour, and I guess it would beoeasier on you, and I do not mind, if my
full statement can- go into the record as though I had given it, please
tear off the last page. I see that this is going to my subscribers and
I have a price list on it which, of'course, is not part' of the testimony.

The CHAIRMnAN. I notice you are selling copies of your testimony.
'Did-you you offer this for sale whether you deliver it or not?

Mrs. SHEoARoN. I wanted to print this for the reason that I did not
want the same thing to happen that happenedwith Mr. Weaver, that
before the Senators could see the: printed testimony they voted on
Mt,,. Weaver'on the floor. So I decided very suddenly that I would
print my testimony so it would be available to the other Senators once
I had given it, and to the press.

The CHARmuAN. Are you going to sell it. to the Senators, or give it
to them?

Mrs. SHEAONR.. Oh,. no. Not counting printing, this is costing me
$1, 000 of my personal money-not my business money-to ive this.

Phe CHAIRMKA. On this last page, you have, "Single copy,-7 cents;
5 copies, $3.50; 500 copies, $250,' and so on.

Mrs. SIARON. There-is great interest in this.
The C0HA1MAN. You have not offered copies for sale prior to the

time you delivered this?
Mrs. SHEARON. No.
The ChAIRMAN. You want this taken off?
Mrs. SiTEARON. Yes, of course. I would not want to include that;

tear it off.
You see, also-
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Ses.tor IiR. I woUld like to know also, Doctor, you asked that
this be made a part of the record as your testimony ?

Senator BzNNYT. Yes, she haaak6d that,.
Mrs. SiaAo:N., Oh, yes; surely.
Senator K Do you apply the oath you have taken to the state-

ments in this pamphlet t
Mrs. S uEAomai beg your pardon?
Senator I(mw. Do you apply the oath you have taken to the state-

ments in this pamphlet q
Mrs. SnzeeN. Nothing in this world could make me tell a lie.

Does that answer the question I
Senator KERR. I did not ask you that.
Mrs4 SiiEARON. I told you under oath that I would tell the truth,

the whole truth, and nothing but the truth.
Senator KHat. I just asked you if the oath applies to what is in the

pamphlet.
Mrs. SHMRON. Yes, of course.
Will you also tear off page 43, in which I made a, condensed list

of the persons who have asked me to testify for them, the personS
and the organization? I would assume that you would prefer to
have the original letters and telegrams in the hearing ,record, rather
than my condensation. I could not afford to print the letters and
telegrams I have received. My testimony ends at page 42.

(See further discussion of this subject at end of Dr. Shearon's oral
remarks. Page 43 was retained to show a more comprehensive list of
supporters.) I

The CHAIRMAN. Well, your desire is to speak for.30 minutes, i
that correct ?

Mrs. SHEARON. I think I can do it, yes, and then to have the whole
thing in as though I had given it.

The CRAIMIAN. The part of your statement that you have not
delivered in person will. be included in the record. Is this what you
desire?

Mrs. SIHEARON. YeS, I hope it will be in* regular-slized 'type as if I
had spoken it. I do not like the small-sized type.

The CHAIRMAN. You may proceed for 30 minutes, and we shall
adjourn in30 minutes.

Mrs. S iuAoN. Very well.
I shall skip over my qualifications.
I have known Mr. Cohen for 25 years. I came to Washington in

1935-December-to the WPA in the Harry Hopkins era, moved over
to social security on the request of Helen Jeter in the Bureau of
Research and Statistics. I left there on April 15, 1945, and went to
the Public Health Service, on the Surgeon General's staff.

I left Government service in January 1945 and was ahnost imT.'-
diately employed by the Republican Policy Committee as an expert
on social security and compulsory health insurance.

I wrote the economic brief for the defense of the Social Security
Act before the Supreme Court in 1937, so that I have been following
the system.

Senator CtRns. Could I ask a question right there?
You wrote the brief that sustained the Government's position that

the atct was constitutional?
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If;t SHRMA9m, ) i Wte the economic brief interlocked with the
leg al brief. .

SNot thwlegl brefl
Mrs. SJiZARoN. No, not the legal brief., Athough they inutrlocked,

1, kinw'not a ,thing, Aout:tlie':plan on the legal brief. --They, went
* through the press the same night- .

Senator CURTIS. I know your thneis Short.:, I did Idt want to-go
into thaL If it'w 1sthelgadbrief ,I ha.d iqueqtion.'

Mrs. SHIAHON. NO it was the economic brief.
- I took my three degees, from Colmnibia in 1916. I took my Ph.D.
and majored in mathematics and pure: science ,research.

I have with me Mi's. RichardoD ,Young, an expert on subversion in
the educational press and on subversion in general. She is the im-
mediate past president of the Parents Eductional Research Organi,
nation of Arlington, Va., whose tenets were commended by the DAR
and nationally distributed. Mrs. Young is also a member of the
Daughters of the Confederacy.

'I realize that no member of this committee would turn down a
Presidential appointee unless there were very weighty reasons. I
realize that the most weighty *ould be subversion and moral turpi-
tude. I am confining my remarks to those two aspects of this
appointment..

I am going to take you quickly over 25 years of subversion in this
country, andI go back just a little further to the year 1919. At that
time, the International Labor Organization was formed' in Geneva
as a part of the League of Nations. The United States did not then: J oih the League.:

* In that t.;ame year in this country, the Communist Party USA was
formed.

In 1980, the International Workers Order was created by the Cora-
munist Party. The general secretary of the IWO was (3rman-born,
Max Bedacht. He was-, as Chambers put it:

• * * that quiet little man-

that is Max B'edacht,- :
had been for years a permanent 'link between the Central Committee of the
American Communist Party and the Soviet Military Intelligence in the United
States.

You can follow this on the chart in the middle of my testimony.
I am giving you a number of separate things 'at the moment. They

are the pegs, the stakes, 'around this country and the world to which
the net of subversion was later tied. , ' I I , , , . , I

In 1933, there were three espionage groups formed here in Wash-
ington, formed in the Department of Agricultwe by Harold .Wro,
also known as Hal Ware. The three espinae groups were the Na-
than Gregory Silvermaster Group, the Perlo Group and the Ware-Abt
Group. One of the members of two of those groups was Charles Kra-
mer. His real name was Kravitsky. He worked .for the NYA, the
La' Follette committee, the NLRB, the OPA, the Democratic National
Committee in 1944, and ended up with the Pepper Subcommittee on
Labor in 1945 and 1946. This was the espionage agent, Charles
Kramer.'

By the way, I have given you photostatie documentation of ifiy
statements in these dossiers which I have prepared for you. They
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are arranged in ohonologicaFl ordar for your conVenienc in locating
the different documents.

(The dossiers referred to appeal: at end of, Dr Shearon's complete

Another 'one of the espionage agents Was Lee Pressman#'- He was
the General Coumel for the WPA in 1935. He left.just as 1 was
coming into WPA in December of that year;.

After his espionage job hero in Washington, he went to* the CIO
where Ie remained from 1936 to 1948 as their general counsel. H4
was asked by John L. Lewis--*

Senator AwpERsoz. When was WPA formed?
Mrs. SHIARON. This was Lee Pressman.
Senator ANmiaisoN. You say he was General Counsel for the WPA

in 1935?
Mrs. SH'ARON. No--
Senator ANDERSON. Thank you. I knew he was not and I won-

dered.
Mrs. SHEARON. No let me see. I think he was. He was either the

General Counsel or the Assistant General Couriel. It is iii my text,
anyway.Senator ANDRSON. hatime was
-/Mrs. SHEAR0N. atwas in 1935. He left in935 to become the
general counsel the IO, and he held that, p x from 1936 to1948.

Senator aN. Wh th W rted I
Mrs. ,$ AI ON. WP as, b, bout 19 3 or 1984; after

Roosevelt awe in., ext the merg m*i e E -&. te
just wen Out when sdecu an then they

Senat r ANDERON I t kin 6o r dates
because RA and SEE re st, t n si A started
July, 935, I be .

MXs. uFBOX' It S~ a, tr 0i tion,
Sena orAWra N. ots
Mrs. HEARON. I was t, n at the time. I re nenber

it in. N e vYork 4 gt i as but it is a sm point.Sena r ANDER 0tfO' RA, an think
I know en the A started.

Mrs. S ON. John L.e s ked t e eswiox ge gen - pressman
to organize the Steel w~oedrs of men a. was ass4edby Can
...... am b of thI u I tional W 'ers Order,
John J. Abt, other of the esp age agents, was a in the, WPA
as a counsel$ eii r General Co sel or Assistant eneril Counsel.
it is in my text, was in 1935.

That is right, 11 w I -Assistant Ge ounsel and Pressman
Was the counsel at that tine for h A.

John 4bt then went to the LaFollette Civil Liberties Committee
in 1936. He then became the chief counsel of the Amalgamated
Clothing Workers--this is the espionage agent--from 1938 to 1948.
Then he went to the Progressive Party, which was organized in April
1948. It was Communist-controlled.

Now, le (is turn to to two nongovernmental lobbies. These were
organized to put pressure on Cogress to pass compulsory health
insurance. The one lobby was organized at the instance of the Com-
munist Party. It was the Physician's For-um, Inc., and there is test

13
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many t6 the effect that it was i'atiated: by the Communist Party. Dr.
Bella Dodd, the Communist, so testified.

The head of this organizations the Physicians Forun, was the late
Dr. Ernst P. Boas. lie had his own record of subversion, and hie
announced that hd had written for the International Communist
Workers Order, 'What I am demonstrating here is that this was
Communist-inspired and has been so through the years, and that
everywhere you turn in this whole field of social insurance, you run
into communism and subversion.

The second lobby that was organized was the Committee for the.
Nation's Health. That was started through an advertisement on,
December 4, 1945, paid for and sponsored by 1921 lxrsons, who cut
across the economy of this country-businessmen, playwrights, au-
thors-just about every type of professional and business person:
that you could expect to find. They put this ad in the paper on De-
comber 3, 1945, and just a few days before, on November 14, 1945,
President Truman introduced his health message and Senator Wag-
ner introduced his S. 1606, with the President's blessing.

This Committf a for the Nation's Health was incorporated on Feb-
ruary 23, 1946. here were 166 charter members, of whom 92 had
subversive records.

Included in the membership was Agnes Smedley, the Soviet spy
who worked in the Far East. Her affiliations have been described in
the internal security report on the Sorge spy ring.

Another person in the Committee for the Nation's Health was Carol
Weiss King. te attorney for the Communist Party, the one who-
helped Gerh art Eisler get out of the country. Another person was.
Roger N. Baldwin, who after he had been out of Harvard for 25,
years, wrote for the yearbook, "Communism Is the Way."

There are others of the same type. This was the second lobby;
There were two nongovernmental lobbies to promote compulsory
health insurance legislation. The Committee for the Nation's Health,.
at the end of 1944 and for the preparation of the oncoming Wagner-
Murray-Dingell bills, put out a little pamphlet called, "Principles of
a Nationwide Health Program, ]eport of the Health Program Con-
ference." It had 29 sponsors and was presumably a nongovernmental
Putfit, a research out, being operatedby Michael M. Davis. But 
of the 29 sponsors were Federal. employees, who stood to benefit if this.
program went through. The second photostat in the U-0c0-iZA "Prin-&
ciples of a Nationwide Health Program"-on that among the 29 spon-
sors were the 6 Federal employees, including the Director of Research
and Statistics in the Social Security Board, a doctor loaned to the.
Farm Security Dr. Mott from the Public Health Service; Kenneth
Pohlmann, in te Farm Security, now with United Auto Workers.

There were also, along with these Federal employees, theI head of*
the Communist Physicians Forum, Dr. Boas. 0

Senator ATIDERSON. Are you referring to this [indicating]?
Mrs. SHEAR o. No, I am not. That is later. That is the Decem-

ber 4. That is not what I am referring to now, but it is good to look
at, 192 sponsors. Nearly 100 of them have subversive records, and
they were incorporated February 1946 as the Committee for the.
Nation's Health.

Senator ANDERSON. What is this sheet about President Truman's.
health plan?
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Mrs. SHEARON. That was the shot put in immediately following
S. 1606, the Wagner-Murray-Dingell bill of 'Lliat tirnc.

Senator ANDntRo. Are these people , little bit leftishI
Mrs. SHEARON. I do not know what you would call a little bit left-

ish. They havesubverbivo records,
Senator ANDERSON. Are they quite a little bit leftish?
Mrs. SHEARON. They hive subversive records, I would call that

quite a little bit leftish.
Senator ANDRsON. The'first is a man named Gerald Swope of Gen-

eral Electric Co.
Mrs. SnJARoN. I know. You see, you always have the goodlooking

names.
Senator ANDERSON. The next is David Sarnoff. Which side is he

on, the goodlooking names or the subversive?
Mrs. S ERON. He does not have a record d.
Senator ANDERSON. Does Mr. Rosenwald?
Mrs. SHEARON. Oh, my, yes.
Senator ANDERSON. He does?
Mrs. SHAROvN. Yes.
Senator ANDERSON. Gardner Cowles, commonly known as Mike

Cowles?
Mrs. SHEARON. Well, le helped them along a lot.
Senator ANDERSON. he did
MrS. SHEARON. Yes. There is an awful lot in this subversion field

that is not generally known to the Senators.
Senator ANDERSON. I do not know a lot about my colleagues, I shall

have to admit that. Albert Lasker?
Mrs. SHEARON. He helped to finance the Committee for the Na-

tion's Health that had all the Communists in. He gave a $6,000
contribution.

Senator ANDERSON. He did?
Mrs. SHARON. He did
Senator ANDESON. You sort of suspect him, then, do you? He is

dead now. We can speak of him freely.
Mrs. SHEARON. He is dead now, although his young widow is

spending his money furiously, along the same lines.
Senator ANDERSON. Fairly sensibly, though would you not say?
Mrs. SHEARON. No, not at all. I do not believe in communism or

Senator ANDERSON. Do you think she does?
Mrs. SHEARON. I think she is just fooled, that is all. She does not

know what she is doing. She is being led around by some of these
boys who do know what they are doing and have these plans, you
know.

Senator AND-ERSON. ReallyI
Mrs. SHEARON. Really.
Senator ANDERSON. I see Anna Rosenberg is on this list. You ap-

peared against her one time, did you not?
Mrs. i'HEARON. I surely did, and I gave what was said to be the

best testimony, because I did not claim too much, but I proved what
I did claim.

Senator ANDERSON. Did Congress take it very seriously?
Mrs. SHEARON. No, it is very unfortunate, because the FBI did,

and the CIA.
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S4,,,atr A x-,iisox. 'Ihev did?
rsIS. SI:ARON'. They (i(.

Seitator ANDERSON. Did the FBI find anything about Anna Rosen-
berg I

MlS. SHEARON. Do we have to get into that? The story about
there being two Annas is not true, you know.

The CHAnRAxN. There were two Anna Rosonbergs.
Mr. SHEARON. No. The FBI never said so.
The CHAIRMAN&. I Wf.S chairman of the Armo? Services Committee

that. inve-stigated 'Anna Rosenberg, and there was another Anna"Rosenblbrg that had the same, name, supl)osed to be a Communist.The FBI apl)peared before the committee and found the other Anna

Rosenberg in California, and completely cleared the Anna Rosen-
berg that was appointed as Under Secretary of Defense.

Senator ANDERSON. What you are trying to say, Dr. Shearon, is,
you never surrendered on that f ront, did'you? I

MrS. SHEARON. No.
The CHAIRMAN. I would like to ask this question, Mrs. Shearon.
I wish you would turn to this chart you have in the middle of the

book.
)o I understand that you make accusations against Senator Claude

Pepper, Senator James E. Murray, and Senator Roheit F. Wagper
as beinguilty of subversion?

Mrs. 6iIIEARON. I am not making charges; I am just presenting facts
from the public documentation.
Te CHAIRMAN. You refer to a net, of subversion around the U.S.

(I-overinnent. Do you regard these three Senators--one is dead-
as being Communists, or what?

Mrs. SiE.Aox. I would not say that about the late Senator Wagner
o:. the former Senator Murray.

The CH IRTAN. What does this chart mean?
Mrs. SHEARON.. I was going to come to it in sequential order, but

I shall be very glad to tell you about it.
Claude Pem)er. you see. hired the espionage agent Charles Kramer,

annd his ositio-n "
The CHAnRMAN. What are you classifying him in? Why did you

put him in the chart, the net of subversion around the US. Govern-
ment?

Mrs. SHEAnOii. He was part of the net if he hired an .epionage
agent.

The CnAnm . Do you accuse him of being a Communist?
Mrs. SnzA1bO. Senator Pepper?
The CHATIMAN. Yes.
Mrs. SmZ ROn. Well, I do not know.
The CAIRMAN. What do you mean by this chart here? You lave

his name in here in the net of subversion.
- Mrs. SnEARON. Well ' if you hirmd an espionage agent, would you
not be, in some way, guilty ?

The CHAInMAN. Senator Murray-what did he do?
Mrs. Sn'EAnON. T was going to give this in my sequence of testimony.
iHt went on July 4, 1944, o, a raly of the Communist International

Workers Order in Madison Square Garden and praised them to the
skies for supporting the WVagner-Murray-Dingell bill.
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The CJiAu -wrN. I thought. your chargers were agraiist Mr. Client,
bat you have a lot of other names in here.

frs. Sity.utoN. I ain coining to that. You are breaking the se-
quence. I was trying to do it in sequential order, year by y.ar.

Tho HIA. You hv0 not aiswer-ed my first q(list.iOn. What
charge do you make against these three U.S. Senators?

Mrs. SIIm %oN. I am not making aniy charges. I am stating facts
fromi the docunentation of the U.S. Government.
The CHA.IRMAN. YOU make no charges against Mr. Cohen, either,

is that it, because fe is in the sane clahs as the Senatolrs
Mrs. SIEARoN. I (10 not think so.
Th11e (2IIAln['.xx. Go ahead; proceed.
Senlttor A-NDElt80. WIR(II yOU grt to page 11, will you let me

know?
Mrs. SIHEARON. I was not even going by pages, because you da not

give mu, timie. .. This is one of the most important appointments you
will ever have to consider, because it relates to a man who will'conr
trol the destiny of the curm ram for a long time to come,
because once you the provision ino to aw, w ou put a rathet
under it and n er got rid of them. Therefol you want to be aw-
fully sure of me social philosoph' of the man you )point to this job.
It is a ver serious business and,'a'Aih ve a great 1 )onsibity.

Seniato AND RsoN.)6tv lthat enatoi err is not ire, I thought
we mig speak vpxfreelf aboud him. P"e on page6 1 that there
are tw steps lxing taken in thAd- i d on of tins soc lized field.
One o theml is thb'e 1- nd theKorA Q is the K n edy-An-
dorso -Colen. proposal. (w d the

No~ , sinc fam in on foupuid S a r Kerr .1; in the other-

Se rotor AN. wlsoN..1 hh.ii 0 1--w, n' ge9 Ltis don while he
Dyo i ega 1d the J .r-M il a step toward soci lism?

Mit. SmAR -. I,,olld lik v a little prol minary to
that, \hat in J ~KJuly 9I'i 2i i$4 re .w a very se.rat
IImetinlin Montreal:

Senator KERR.- By I rrr AMil I
Mrs. EARON. N you were not e ut the t virata was.

Altmeyer, alk, and t h ro there atthe secret eeting.
The CA n AN. If it was secret how did you rn about itI
AMrs. S111HAROA I have the minutes of what w id.
The CHAIRAN. thatonieeting I
•rs. $BIARON. Yes, Ipri' ted. It is now in the

public record. I- was pri the Ways and Means Committee
at: thetime Senator Curtis was conducting, his investigating of social
security; and those mjnuteq are very illumating, beauso th0ltrium-
virate from th6 Federal (overnment--Altmeyer, Falk, and Co hen-
told about their plaim . Thiet is how you eameto'be mentioned in this,
aid not as a subversive at all.

Senator ANDERSON. It is just a matter of pride. If yoti are going
to mention Senator Kekr; I want to-be mentioned, to.

It is all right,
Mrs. SHEARON. You are both mentioned,
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But the meeting was called for the purpose of developing an inter-
national social sourity charter. That is on page 11. I hma'e long
contended that this movement is an internationaI cnspiracv, rooted
in communism and socialism, the JL) being socially controlled. The
organizations that have sl)onsored legislation and fought for social
insurance have been Colmnunist dominated.Now, when they went to Canada, it was to plan compulsory health

insurance for the nations around the world. They had this secret
meeting which lasted for 4 days. At the end of it, the chairman, the
Honorable Ian Mackenzie, said:

The purpose of the ILO in calling this meeting at this time was to ohtain
fromn your deliberations the elements for the drafting of an internationall
charter of socal security" to be submitted In due course to an international
co)1fereunee.

In other words, it was an international thing. It was so sub-
mitted in Philadelphia the next year, at the so-called Philadelphia
conference. I am going into that,'but I am not. going into the techni-
cal side of social security at this time.

Senator A-.ERaitsoN. Now, you are coming close to this Kerr-Mills
bill. Come right along with it, now.

Mrs. Siitr.tnoN. At that, time, Mr. Falk, who was the Director of
research and Statistic!, said that the plan as worked out in Russia,
with the salaried medical service, tax supported, with noi means test
and no social security taxes, was the ideal toward which they should
work. But being practical, they would have to take some measure
that would be more acceptableto Congress and the American people,
and so they would settle for the social insurance approach and the
assistance approach. You would do part of the financing from gen-
eral revenues -that is the assistance part -andpart from fie so-called
social insurance. That is how you get into the picture and that is the
only time you are mentioned.

Senator ANDERSON. I want Senator Kerr in the picture, too.
SRpnitor KF.ri. Will the Senator yield?
Senator ANDERSON. Yes.
Senator KrAm. I want you to understand that if this Kerr-Mills bill

is the first step toward a very bad situation she is picturing, the next
one is the one which I think the Senator from New Mexico has had
some connection with.

Senator ANDERSON. I am in the second step.
Mrs. SHEARON. You can nationalize medicine through either one

of two routes. You can go through public assistance and make it
more and more available through the tax scheme or you can make it
available through the social insurance route. You can do it both
ways; you can combine them. 'But you can still nationalize medicine.
This is the only time you are mentioned in the book, you and ISenator
Kerr.

I have already told you that-I am trying to give you a consecutive,
chronological picture of -what was happening in the forties and fifties
in this social insurance field.

I do not have time to read my text., which I would prefer to do.
Now, then, I have established that we had two nongovernmental
lobbies, the Communist Physicians Forum and the Committee for the
Nation's Health, which was infiltrated. The Committee for the Na-
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tion's Health set up an office in the Senate Office Building under Sena-
tor Murnty's nillte. One of the statfi members, Margret I. Stein,
used an office next to the Western Union office in the Old Senate Office
Building, and she distributed the propaganda in the caucus room of
the Old Senate Office Building,

Now, mind you, this was setting up office space at the taxpayers' ex-
pense, public telephones, in an office in the Seiate Ofice Buik~ing, for
a lobby that was infiltrated by Communists.

I have given you out of context the relationship of the IWO and
Max Bedaeht. You will remember that shows at the bottom of the
chart the relationship of the International Workers Order to the Coi-
munist. Party. It, was set up by the Communist Party and the Physi-

*cians Forum was also set up by the Communist Party. The Inter-
national Workers Order was a blind to cover the military intelligence
in the United States. And these are serious inatters for this country.

At this same period of time we have a number of Communist fronts,
and a number of the persons in the Federal Government belong to a
very large number of these fronts.

Now, Mr. Cohen has said he did not belong to the Washington Com-
mittee for Aid to China, or the Washington Book Shop, or the Wash-
ington Committee for Democratic Action, but the first set of photo-
.stats in your dossier will show you the memnbership of the Washington
Committee for Aid to China. Tlfis is from the Un-American Activi-
ties report of 1944, in these various Communist front organizations.
In this Aid for China Committee is Charles Bragman, who was a staff
member of Senator Pepper's committee, working for the espionage
agent Charles Kramer. They were working on the health programs
of this country-legislation-holding hearings, and the staff director
being the espionage agent.

Mr. Cohen's name is here. He said he did not belong. I do not
* know -whether he has ever appeared before the House Un-American
Activities Committee to have his name cleared, but I do not know that
he ever did not.

Also in this same committee with Mr. Cohen was Mrs. Nathan
.Gregory Silvermaster, the wife of the espionage agent who headed up
* the Silvermaster group. I think theee things'are of great importance,
and the American people do. I have been deluged with letters and
telegrams from people who. dbject to this kind of association. How
M r. Cohen can say that he 'was not a member when they have the
documentation in the Un-Ameuican A ctivities files, I do not under-
stand.

Now, then, in 1947, we had the next compulsory Wagner-Murray-
Dingell bill. I was consultant to Senator Taft at that time, and I
sat through 50 hearings on 2.suocessiveWagner-Murray-Dingell bills,
and I furnished -the questions used by Senator Donnell, who did most
.of the eross-exainingi n those 2 sets of hearings.

Just before the hearings started on S. 1820--4that was the last of the
,,comprehensive WhagneaMurray-Dingell bills. -I might explain in

passing, although this isnot part fmy printed factor sud' [do not wish
LU~~~L ge no h rof essionjial a~af'm fo

the reason why.Mrv Gbhehvias VLrdppM his approach, aid ims approval
iehl bfll-, the co rehtnsive 'bill,, was that
&vhek i]¢M~dIu,1hin alliaf-uslin-thi&f dl rbaliekl, that you cotild
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get through a comprehensive health insurance scheme in this country
through the Congre-ss or with the American people, either under the
Democrats or under the Republicans. I sat th rough 20 hearings
under the Democrats, when Senator Murray was presiding, and the
next 25 hearings when the Republicans were in control and Senator
Alexander Smith was nresiding. At the end of both sets of hearings,
the bill was killed in committee. It was obvious to anyone that they
never could get through that kind of a bill out in the open, where you
definitely said you were going to have compulsory health insurance'for
everybodly in this country on a compulsory basi.s. It just did not go.
Congress wold not pass it and the American people would not,
swallow it.

What did they do but change the technique. The hearings on the
bill ended in 1948. They started in late 1946, ran through 1947, and
into 1948. After that, the piecemeal approach was adopted. It has
worked admirably, to get a bite off here, a bite off there, a. bite off
somel)lace else. You get the medical assistance for the needy, you get
a little bit here and you get a little bit there. Bit by bit you are-
building exactly what was in the Wagner-Murray-Dingell bill:

[Lhis 1)repnt. proposal for social security for the aged, it is a per-
fectly ridiculous bill. Anybody knows that you could not put through
a small bill for hospital insurance and not pay anything for the,
doctors. When a person goes to the hospital, they certainly need a
doctor; they need a surgeon. That is an awful lot of expense. I do,
not want to get into that, but I am just trying to explain to you that
Mr. Cohen did not give you the whole answer why he dropped the.
compulsory health insurance approach. lie took another approach..

Sen,:atorN mwnEox. Was disability in some way tied into this?
Mrs. SHEARoN. Yes; it has disability. The next thing would be.

disability. This is a comprehensive scheme as laid down in the Inter-
national Labor Organization way back. They had all this in 1920..
Bismarck started the whole thing. It is antique stuff, there is no.
"New Frontier" about it. It is very old European stuff. They are-
doing it around the world. We all know it; anybody who is expert
in this field knows it is an international theme.

Senator ANDERSON. Who sponsored this disability bill that was;
passed, do you recall?

Mrs. SHEARON. Gosh, No; I do not; I am sorry.
Senator ANDRSON. Do you recall any of the people who helped it

along in the Senate of the United States, who fought for it on the floor?
Mrs. SHEAR.ON. Yes; Lyndon Johnson fought for it like blazes and

put it through.
Senator ANDERsoN. Did he?
Mirs. SHAnoN. Yes; he maneuvered it.
Senator ANDMISON. Well, he did not do it all alone.
Mrs. SHEARON. You bet he did not. It was a well-maneuvered

thing; very well maneuvered..
Seitor ANDERSON. Were those people doing that with him; were

they tending toward socialism. do ou think?
Mrs. Snp.A&ox. Certainly, what else?
No, really, I do not think there is any doubt about it.
Senator Kmm. Do you know, Doctor, what I think the Senator is

trying to do? I think he is trying to start a ow between youand me.
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,'etittor ANmyi)Usox. I am just trying to hell) Senator Kerr keep the
liberal vote.

Mrs. Siir.%,toN. Well, it. is a very complex field. But talk a)out.
socialism-after all, when Bismarck's laws went through in the 1880's
as early as the 1890's it was called a high-water mark of state socialism.
It. has not gotten any less of a higl-water nark with the embellish-
ments this congress s has plut on witl the comi)Irelhewsive s-heme which,
after all, is a ver, small scheme.

Senator A NDESON. I only asked that question because the two
people who (lid the real letidersliip in this fiel(l and wio brought. a
g roup of us together in the Secret arv's office. was Walter George, now
dead, but a truly great man, from (Georgia, and the Senator from the
State of Oklaho~ma, now on the platform.

Mrs. SHEARON. If Senator Byrd liad had a larger voice, he. put up
a grand fight on the Senate floor, but th-y (1o not lhve any of tle,:P
loudspeaker-s here, and he could not drown out the voice of Senator
George.

Senator ANDERSON. I am happy to know it, because I have always
wondered how we won.

Mrs. SHE,AION. Listen, everybody loved Senator George, or nearly
everybody, lie was retiring 'and he. wanted this its sort. of the last
memento, this addition to the social security program. They call it
an improvement, you know. It is no iml)rovemnent, but that is what
they called it. He wanted this to leave as the last thing, "Plea'se give
it to me," and lie had a wonderful voice and a wonderful delivery.

He just beat you all hollow, Senator Byrd, on the voice question.
The CHAIMrAN. ite beat me in every way, not. only in voice.
Mrs. ,S1IEAo . But give you a microphone and you are just as--you

do just as well when you get. ynii.lf heard, because you have the
right ideas. It was a siane the Way that thing was lost, manipulated
and maneuvered. I followed it very closely. I do not. want to get into
the professional side of this. I have a job to do that. I have been
asked to do by the patriotic groups of this country. It is costing me a
great deal of money per i-sonally for my old ag retirement., and I cannot.
afford to use up my retirement. money. 1 shall probably go on living
some more after this 70th year. I am trying to do a job to help you.

It does not help me. I am trying to help this Senate, and I am
doing what you never had done before-I am bringing together in
one short piece of testimony the work of 25 very serious years by a
well-trained professional person, and I am bringing things to you
from the Internal Security Committee which you do not have time
to read. It runs into thousands of pages.

Senator ANDERSON. This book-do you intend by this to influence
the actions of the Senate and of this committee to cast a more in-
telligent vote on Mr. Cohen?

Mrs. SHEARoN. Yes, I am bringing out facts. I have brought them
out a great deal in my paper, "Challenge to Socialism."

Senator ANDERSON. Is it also to help influence the Senate?
Mrs. SHEARoN. No, you very seldom see me around the Senate.
Senator ADE R SON. Idid not smy you; I am talking about the pub-

lications.
Mrs. SnEARON. I am the publication. I am tle sole owner. I have

no help since my husband died last year.

07514 0-61---10
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Senat or A x1)1:1ts(,. 'This ss
Before the Senate Fimnce committeee on behalf (if the ('oalition of Patriotic

societies of Ohio, Inc.

Mis. SlitARON. All tile did was to send ine a letter and ask me
if I wolild please represent their point of view. That is all that
lieli ls.

Senator A kNDFRS0X. )id you pay for the lullication of this
alzliphlet ?
Ms'. SilEB.RON. 'es, Sn'.
Senator A .Eitsox. Personally ?
Mu.'s. SPlr.\ox. l)ersonally.
The C-IAM.-,. Iook at the last page there.
S, a t or A Nl)EIs,,. I begyour. pardon ?
Senator KFrR. He is just reminding t ie Senator from New Mexico

that there was a lol)e on your )t11l that you might be able to conie
out oil it without too much los s.

Urs. SlIt.\kRox. Senator Kerr, may I l)lease explain ?
Senator KE.rr. It is not necessary. If I had done what. you had,

if I had done the work you had and spent my own money as you have,
I .erl.iinly think it woild have l)een commenlable that if I could have
found a way to hel) get it little of my seed back, I pe1tnally (1o not
crit ieize it tle least bit.

Mrs. SIKEARON. I would like to explain. This is going out as vol-
unie 15-you will see that on page 1, Nos. 7 to 12 of my paer, "Chal-
lenge to Socialism. I have been unable to publish, since I had arreed
to do this in February. I had to take time off to write this. I am
only one person; I have no professional htell); I have no clerical help.
I had to stop plubli.Phing my papers. I put this out for my Slt-
scribers, who are t remendously interested in this appointment, putting
this out and sending it to thein as the issues I (lid not publish.

Now, then, so far as your dossiers, they cost me $(0 apiece, and to
hold that part, except for the publication of my pal)er, that part is out
of my retirement capital.

I iope I have made it entirely plain. I am selling this. I have
testified before and I always have it as a part of my publication,
I)evause I am writing on Federal legislation and I put a price on it.

Actually, I have never made any money at all on my publications.
Senator KERR. I know how that is. I'have published a book, too.
Mrs. SHEARON. This is a.pain in the neck; it is a headache. I am

not as rich as you, Senator Kerr.
Senator KERR. I know, and I shall tell you, I found this out about

it and I shall give you the benefit of my experience; maybe it will
help you. It. has not. been too easy to sell, but I never saw anything
in my life as easy to give away.

Mrs. SHIEARoN. Senator, I agree with you 100 percent. You should
see how much I give away. It is the hardest thing to get. money out
of anybody. I mean for a conservative like me.

I am using up my precious time. I have not gotten to the meat
of the testimony.

The CHAIRMIAN. Doctor, I think you have gone about 10 minutes
over your time.

Mrs. SHEAROW. All right. I shall skip to the end.
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The fact remains, I am not satistied witi Mr. C(ohen's asAertioli that
lie was not a member of these fronts when the Un-American Activities
('omnittee said he was. I think that is something lie is going to have
to denionst rate.

In view of tle fact that through the years the peol)le he has worked
with and the groups upon which he has de )ended in forcing this
through ('ongress--t he. ('onlmittee for the Nation's Hlealth, labor
unions, wMether they were ('ommunist or not, and I want to go into
that-it is in my text. Tley calle(I togeler-Cohen ((ld-a, group of
37 repre ntatives of unions, and three of the unions were ('ommunist-
controlled anti they were thrown out by the ('10. lie does not care
whether it is ('ommrunist-controlled or what it. is, just, so long as they
will go along with the legislat ion.

lie indoctrinated the union representatives at this meeting, this labor
conference they held before the last Wagner-Murray-Dingell bill came
through. I lisconnections have been outrageous for a l)eI'sol-well for
any p~e'son in this country, but for a person seeking high office. It. is
incre(Iible. I might add that just before these compulsory health in-
surance hearings on S. 1320, Senator Murray hired for his staff Wil-
liam Gerard Reidy right out of the Committee for the Nation's Health
staff. After the hearings were over, lie went back to that staff and
caie back to Murray. Now, today, lie is with the Mc.Namara Select.
Committee on Aging, and the last time I looked around, lie was in this
room, still on the Federal payroll, right from the staff of this infil-
trated Committee, for thl Nation's Health.

It. would be a great and irreparable disservice to this Republic if the
Senate Finance Committee should apl)rove this appointment.. The
questions at issue in this case are subversion and moral turpitude. I
have not. discussed the moral turpitude. It is in my text. I say when
a man knows the facts and he presents something different to the pub-
lic, when he misrepresents the social security law, as lie has through
the years, he is guilty of moral turpitude. He knows perfectly well
that it is not insurlnce. He knows the. lawyer. won ti eans before
the Supreme Court by saying it is not insurance, that these benefits are
gratuities. He knows it, and you know it too, Senator Byrd. All of
the members of the committee know it is not insurance. You know
what the legal brief before the Supreme Court was, too, and Wilbur
Cohen knows it. and he says this is insurance. He told this to the
social workers, and to the nurses in the country, and they trusted them
and he betrayed their confidence.

Through the positions he has held and the power he has wielded, he
has, more than anyone else, thrust the United States into the world con-
spiracy, not only for the nationalization of medicine but for the estab-
list ment of a socialist form of government.

Patriotic and other organizations have asked me to prIsent their
plea to this committee that you disapprove this appointment of Prof.
Wilbur J. Cohen to be Assistant Health, Education, and Welfare Sec-
retary. Surely the American people have a right to expect that the
Senate of the United States will protect them from a man like Profes-
sor Cohen. The appointee to this high and sensitive post should, like
Caesar's wife, be above suspicion. Mr. Cohen is not above suspicion.
He has spent the major portion of his professional life, more than a
quarter of a century, in a twilight zone peopled by espionage agents,
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Communists not in the underground and ('oimunist fronte s. He has
worked with and relied upon two lobbys organized for the purpose of
foisting national compulsory health insurance on the entire I)o)Ul-
tion of this country, whether they wanted it, or not. This is not a (e-
mand from the people, it is an engineered demand coming from Wilbur
Cohen.

One of these lobbies was organized at, the behest. of the Communist
Part ; the other w:as organized by a group, two-thirds of the members
of wh ich had tie-ins wth ('ommunist fronts on a nationwide basis.
These two lobbies for the nationalization of medicine had interlocking
directorates.

I forgot to mention that the Committee for the Nation's Health and
the Communist Ph esicians' Forum have a coinplete interlock in their
higher officials, including the chairman of the committee for the Na-
tion's Health, who was chairman for the board of directors of the
Physicians' Forum.

communist control and influence in these lobbies should not be over-
looked.

Professor Cohen cannot extricate himself from his past. He was
one of a triumvirate of Federal officials who were determined to change
our form of Government from a Republic to a Socialist., if not, a Com-
munist, state. His loyalty to our Government was in question for
many, many years. He ha given an explanatiton of it but only a par-
tial one. He was repeatedly investigated by the Federal loyalty
boards and by the FBI. He I as not, publicly repudiated the Conmmu-
nists with whom he worked and upon whose help he relied. Nor, I
suspect has he helped the FBI to find out who these people are and to
tell all that he knows about these various espionage people, like
Charles Kramer.

lie has not severed connections with a dubious past. Only this last
summer in Michigan, he was on the same platform working with
Michael M. Davis, who formed this Committee for the Nation's Health.
iia hifts DOE, severed his conn-ctions.

Of course, some of the organizations have gone out of existence, so
he could no longer be a member of them. Instead, he has subverted
innocent and unsuspecting groups, like the social workers and the
nurses who looked to him for professional guidance and help. He has
courted the power of organized labor through their unions.

Some of the Senators with whom Mr. Cohen worked sought the
support of outright Communist groups like the International Workers
Order and the Physicians' Forum, Inc. Did Mr. Cohen ever break
with those Senators, as I did? I worked with Senator Taft and I
tried my best to help him in defeating the Socialist legislation. I was
right there at the time with Pepper and Murray and Wagner.
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Senator ANDEISON. Were you on Senator Taft's payroll?
Mrs. SiHEAROX. I was for the last #3 months. I was on part time.

Before that, first I was on the Republican policy committee payroll.
Then I was on the Labor Committee payiv)ll, and then I said to Sena-
tor Taft that I waited to start my paper. I was on his payroll for the
last 6 months, part time.

Did Mr. Cohen ever break with those Senators? Did he ever de-
nounce the Interinational Workers Order, or the Physicians' Forum,
or the Committee for the Nation's Health?

Patriotic Americans want no part of a man like Mr. Cohen. He has
betrayed them. Ie has presented a false image of social security.
He is motivated by an overwhelming yearning for power; power over
our tax structure; power over the ways in which individuals may
spend their money, lead their lives, determine their destinies, His
lust for power has ruined him as a suitable candidate for any public
office, in any university, in any position of trust. We all know that
")ower tendts to corrupt ; absolute power corrupts absolutely." And
it. is absolute power that Professor Cohen seeks.

I think that Senator Curtis made a very good case with the estab-
lishment of the wealthier state which Cohen has in mind.

Ile is not a man of integrity, of honesty, or incorruptibility. Will
the members of this committee augment his power, give a rublerstamp
approval, and forfeit the trust of the American people in the wisdom
of your decisions? I urge you to consider his record in the documen-
tation before you. Your decision should not be partisan, but rather
one determined by your own wisdom and sound judgment of what is
best for the American people.

I have given this documentation to you. I have gone to great ex-
pense and trouble to give it to you. I shall be available to explain it
further to you, to any individual on the committee, or to the com-
mittee.

That is the end of my testimony.
(The complete testimony of Mrs. Shearon is as follows:)

145



NOMINATIONS

i lr. Chairman and Members ot the Coymnittee:
I appreciate the opportunity to appear before this Committee

on behalf of The Coalition of Patriotic Societies of Ohio, Inc.,
and on behalf of numerous other patriotic, civic, business, and
professional groups as well as of individuals throughout the
Nation to protest this appointment of Professor Wilbur J. Cohen
as Assistant Secretary of Health, Education, and Welfare for
Legislative Matters. I have some 300 to 400 letters and telegrams
of protest and I should like to have them read into the record
at the end of my testimony.

Although most of you have known me for some time, I shall
qualify myself for the record. I came to Washington in December,
1935, as a research analyst in the Works Progress Administration
under Harry Hopkins. At the request of Dr. Helen Jeter, I
joined the staff of the Bureau of Research and Statistics in the
Social Security Board in July 1936. That fall I was assigned
to the Office of the General Counsel of the Board to write the
economic brief for the defense of the Social Security Act before
the Supreme Court. My brief was published on April 17, 1937,
and was cited in its entirety in the legal brief used by Assistant
Attorney General Robert H. Jackson in his defense. My brief
was also cited by Associate Justice Cardozo when he read the

This testimony constitutes Vol. XV, Nos. 7.12, of Callenge to Socilisn.
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majority opinion sustaining the validity of the Social Security
-Act, 7:2. It was said at the time that my brief enabled the
Government to win its case on social and economic grounds
since there were no legal precedents.

I transferred from the Social Security Board to the staff of
Surgeon General Thomas Parran, M.D., on April 15, 1941, and
resigned from Government service early in January 1945. Within
10 days the Senate Republican Policy Committee hired me as a
Consultant on Social Security and compulsory health insurance
to the late Senator Robert A. Taft. I so served for three years.
On July 2, 1947, while working part-time on Senator Taft's own
staff, I started to publish a weekly paper known today as Challenge
to Socialism. I am sole owner of the Shearon Legislative Service
and publisher of my paper. I have not received any fee for
appearing here today. My presentation is completely non partisan,
solely patriotic.

I should probably add that I received the degrees of A.B.,
A.M., and Ph.D. from Columbia University, the latter in 1916
after 5 years of post-graduate work. My majors were mathematics
and scientific research in the biological sciences.

I am accompanied by Mrs. Richard D. Young, immediate
past president of the Parents Educational Research Organization
of Arlington, Va., whose tenets were commended by the DAR
and nationally distributed. Mrs. Young is also a member of
the Daughters of the Confederacy.

I realize that no Member of this Committee would be willing
to oppose an appointment made by the President unless there
were weighty reasons for such opposition. I believe you would
consider the most cogent reasons to be: demonstrated subversion
and moral turpitude. I shall therefore address myself to those
two topics.

Net of Subversion Over Government and Labor

I have known Professor Cohen for nearly 25 years. It is my
intention to summarize for you the history of this quarter century
as it relates to the development of the Social Security program
which is the statutory vehicle for the establishment of the Wel-
fare State. It is my further intention to demonstrate, and to
document, the fact that there has been for many years a carefully
worked ouL plan to nationalize medicine in the United States and
around the world. I shall further demonstrate that there is a
national and an international conspiracy, rooted in Communism,
to change our form of Government from a republic to a Socialist,
if -not a Communist, State. Professor Cohen has been deeply
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involved in this conspiracy and for this reason large numbers of
Constitution-loving Americans believe he should not be appointed
to any high office in the Federal Government, especially one so
sensitive as that of near-Cabinet rank in a Department dealing
with the health, education, and welfare of the entire Nation.

I shall proceed to give certain disconnected facts. They are
the pegs to which there has been fastened the net of subversion
over the Government, including Capitol Hill, and over labor.
After I have driven in the pegs I shall demonstrate the develop-
ment of the net of subversion.

I shall at first present some isolated, and seemingly unrelated
facts. For the first time in a public hearing I shall correlate, and
document, facts which have been brought out in diverse Con-
gressional committees which have dealt with Social Security and
subversion. I bring you the result of over 25 years of study
not only of the program, but of hearings and committee reports.
I shall correlate the findings of the House Ways and Means Com-
mittee, the Senate Finance Committee, the Internal Security Sub-
committee of the Senate Committee on the Judiciary, the applic-
able Appropriations Committees, and the House Un-American
Activities Committee.

I shall start with the year 1919 when the International Labour
Organization was created in Geneva as an agency of the League
of Nations. The United States did not join the League and was
not initially a member of the ILO. For 15 years that Organization
was developed by the leading French Socialist of his day, Albert
Thomas. In 1934 the United States joined the ILO at the instance
of Frances Perkins, the Secretary of Labor. The ILO had de-
veloped a legislative program calling for establishment of social
insurance systems throughout the world. These systems included
compulsory health insurance. Emissaries from the ILO travelled
extensively preaching the "Gospel of Geneva." It was based
on Bismarck's social insurance laws of the 1A80's which, as far
back as 1896, had been described by Bertrand Russell as "the
high-water mark of German State Socialism." (29, p. 107.)

In that same year of 1919, the Communist Party, USA, was
formed in this country as a subsidiary of the Communist Inter-
national. They, too, adopted a legislative program which in-
cluded social insurance in all its forms. In 1936 they issued a
booklet entitled "Program of the Communists' International,"
issued by Workers Library, Publishers, New York, in which on
page 43, under the general subject "The Dictatorship of the
Proletariat" appears this statement of Communist objectives:

"Social insurance in all forms, sickness, old age, accident,
at State expense and at the expense of the owners of private
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enterprises where they still exist, insurance affairs to be
managed by the assured themselves."
In the year 1930 a fraternal insurance organization was formed

by A group of Communists. It was known as the International
Workers Order. By 1944 it had 176,000 members. It operated
in 44 States at that time and had an income of over $1 million
annually. At its inception in 1930 it stated: "The International
Workers Order realizes that the only party that leads the work-
ing class in its struggle against capitalism is the Communist
Party which unites the best and proven militant members of the
working class and which is bound to become ever stronger until
the moment will come when the workers under its leadership
will overthrow the capitalist system and establish Soviets." (2,
pp. 11, 12.)

In 1932 the IWO, in urging its members to vote Communist,
stated that: "The only effective solution [to problems of insecurity
in old age, disability, unemployment, etc.] is an extensive system
of social insurance. . . . It is this struggle for social insurance
that, fixes the interest of the International Workers Order at
this moment on the current election campaign." (18, pp. 5 and 6.)

The General Secretary of the IWO was German-born Max
Bedacht, an original member of the Communist Party, U.S.A.
He preceded Earl Browder as executive secretary of the Party
and in 1934 was the Communist candidate for U.S. Senator from
New York. Whittaker Chambers notes: " . . that quiet little
man had been for years a permanent link between the Central
Committee of the American Communist Party and the Soviet
Military Intelligence in the United States." (4, p. 271.)

During the early thirties at least three underground appa-
ratuses were set up in Washington by the Communist Party for
the purpose of penetrating the Federal Government. The three
have been described in detail by Chambers and in the publica-
tions of the Internal Security Subcommittee of the Senate Com-
mittee on the Judiciary and of the House Un-American Activities
Committee. (4, pp. 336-352; 15, pp. 5-7; 17, pp. 1-6.)

The first cell set up in the Government was in 1933 when
Harold (Hal) Ware established an espionage group in the Depart-
ment of Agriculture. There were 9 members, including:

Harold Ware, John J. Abt, Nathan Witt, Lee Pressman, Alger
Hiss, Donald Hiss, Henry H. Collins, Charles Kramer (Kre-
vitsky), and Victor Perlo.
There were two other espionage groups, one headed by

Nathan Gregory Silvermaster and known as the Silvermaster
Group, the other headed by Victor Perlo and known as the Perlo
Group.

-W i 'i . 1 1-
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The members of these three groups were scattered through
the Government. Many had their first jobs in the Agriculture
Department from which they deployed into other agencies and
finally into the staffs of Congressional committees. One member
of the Silvermaster Group was in the Social Security Board.
Charles Kramer belor ed to both the Perlo and Ware-Abt-Witt
Groups.

I shall direct your attention first to Charles Kramer. He was
a physicist who joined the staff of the Agricultural Adjustment
Administration in 1933. He moved through jobs in the National
Youth Administration (1935), on the staff of Senator LaFollette's
Subcommittee of the Senate on Civil Liberties (1936-37), United
Mine Workers (1937), on the staff of the National Labor Relations
Board (1938-1942), with Office of Price Administration (1942-43),
with the Democratic National Committee (1944), and wound up
with Senator Pepper's Subcommittee on Health and Education
of the Senate Committee on Education and Labor (1945-46).

Kramer was staff director for Senate Pepper's Subcommittee
and had as his assistant a man named Charles Bragman, a former
employee of the Railroad Retirement Board and a member of
three Communist fronts: Washington Committee for Democratic
Action; American League for Peace and Democracy; and the
Washington Committee to Aid China. (18, p. 1685.) Bragrrian
certainly knew little or nothing about social insurance and during
the hearings on S. 1320 in 1947-48 he was of little professional
assistance to Senator Pepper. He appeared to me to be. a
peculiarly stupid individual and i wondered why Senator Pepper
employed him.

Now let us turn our attention to another member of the first
Communist cell in the Government, Lee Pressman, who was
Assistant General Counsel of the Agricultural Adjustment Ad-
ministration in 1933. He became General Counsel of the Works
Progress Administration in 1935, leaving there just as I came in
at the end of 1935. He then became General Counsel of CIO
from 1936-1948. (4, pp. 344-347; 10, p. 227; 13, pp. 2844-2901.) While
Mr. Pressman was working for the CIO he was asked by John L.
Lewis to be th- General Counsel for the Steelworkers Organizing
Committee. Assisting him in that work was Van A. Bittner, a
member of the International Workers Order and Regional Director
of the Steelworkers Organizing Committee. (13, p. 2860.)

Now, finally, let us consider John J. Abt, who helped to
organize the Ware-Abt-Witt espionage ring. He, too, entered
the field of subversion in Government through the AAA in 1933
where he was an attorney. He became Assistant General Counsel
of the WPA in 1935, a special counsel of the Securities and Ex-
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change Commission in 1936, and, that same year, moved over to
Senator LaFollette's Subcommittee on Civil Liberties of which
he was chief counsel. In 1937 he became Special Assistant to the
Attorney General of the United States in charge of the Trial
Section. (4, p. 344; 15, p. 6; 17, pp. 5, 32-34.) In 1938 Mr. Abt re-
signed from the Government service to become special counsel
to the Amalgamated Clothing Workers of America, a position he
held until January 1948 when he resigned to become general
counsel of the Progressive Party. (13, p. 2952.)

Non-Governmental Lobbies to Nationalize Medicine

In 1939, at the instance of the Communist Party, Ernst P.
Boas, M.D., organized a small lobby known as The Physicians
Forum, Inc. Boas himself had a long record of membership in
subversive organizations. In 1952, Dr. Bella V. Dodd, attorney
and formerly a member of the National Committee of the Com-
munist Pi rty (1944-1948), testified before the Senate Internal
Security Subcommittee that "The Physicians Forum was estab-
lished primarily by the Communist Party . . . the initiative for
organizing the Physicians Forum came from the Communist
Party, came from the ninth floor, where the national committee
of the Communist Party existed." (35, pp. 37-38.)

The Forum had, and still has, members throughout the
country, but drew, and still draws, most of its strength from
New York City. There was a chapter here in Washington to
which Milton I. Roemer, M.D., of the Public Health Servic.1
belonged. The Tenney Un-American Activities Committee oi
California adjudged the Forum subversive many years ago.
This lobby advocates national compulsory health insurance for
the entire population with abolition of the fee-for-service method
of paying physicians and use of the capitation method. In recent
years the Forum has endeavored to persuade physicians to seek
coverage under the OASDI program.

1 have the minutes of a membership meeting of The Physicians
Forum held in New York City, Nov. 15, 1945. (You will find
the copy in your dossier.) Dr. Boas reported that the Forum
had printed 50,000 copies of a pamphlet "For the People's Health."
It was the propaganda document which favored the comprehensive
W-M-D bill, S. 1050 of 1945. Dr. Boas noted that the pamphlet
had been sent to "social work agencies, nurses' associations, politi-
cal action committees, trade unions, women's clubs, schools and
universities and to key individuals throughout the country.... "
The CIO purchased 5,000 copies of the pamphlet and the AFL
took 10,000 copies.
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Conferences were arranged by the Forum with representa-
tives of such national organizations as the American Association
of Social Workers which went on record as actively supporting
the W-M-D bill.

Dr. Boas reported that various members of the Forum were
writing articles for the official magazine of the AFL, the Federa-
tionist. A Forum member had already written an article for the
Compass, official publication of the American Association of Social
Workers, and another member had written an article for the
Intercollegian, official publication of the National Intercollegiate
Christian Council. Dr. Boas himself had written an article for
the December 1945 issue of Fraternal Outlook, official publication
of the Communist International Workers Order, the General
Secretary of which, we have seen, headed the Soviet Military
Intelligence in the United States.

On December 4,1945, two weeks after President Truman had
sent his health message to Congress and Senator Wagner had
introduced S. 1606, there appeared in the Nation's press large
advertisements in support of President Truman's Health Plan.
(Photostats are in your dossiers.) The ad was sponsored and
paid for by 192 persons. These included a cross section of our
economy: bankers, lawyers, writers, radio commentators, actors,
economists, professors, scientists, playrights, and a small number
of physicians, such as Ernst P. Boas, founder of the Communist
Physicians Forum, John P. Peters of Yale, and Allan M. Butler,
a member of the Forum and currently its president. Of the
original 192 sponsors, 166 incorporated on February 23, 1946, as

the Committee for the Nation's Health, with Channing Frothing-
ham, M.D., as the figurehead Chairman, and Michael M. Davis
as Chairman of the Executive Committee. (CNH letterhead
of 1946 and officers of CNH in selected years are part of my
documentation in the dossiers.)

Now if you will look at the letterhead of The Physicians
Forum, Inc., dated August 27, 1945, you will note the interlocking
directorate between the Forum and the Committee for the Nation's
Health, right from the inception of the latter organization. Dr.
Frothingham, Chairman of CNH was on the Executive Committee
of the Communist Physicians Forum. Although this letterhead
does not show the rank and file Forum members, it is to be noted
that Doctors Allan M. Butler, Miles Atkinson, and Ernert P. Boas
were members of both organizations. That is, there was a strong
interlock between the two non-governmental lobbies for the
nationalization of medicine.

Of the 166 charter members of the CNH, 92 had citations for
subversive activities or connections. Included among the charter
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members was Agnes Smedley who left her ashes to the Red
Regime in China to be buried in Peiping. She was active in the
Far East in espionage work. There was Carol Weiss King who
served as general counsel for the Communist Party and handled
the cases of deportees. She defended Gerhart Eisler and helped
him to escape from the United States when he was about to be
arrested. There was Roger N. Baldwin, a director of the American
Civil Liberties Union. He had dozens of subversive citations
dating back to World War I. After he had been out of Harvard
for 25 years he wrote a statement for the Harvard Yearbook
blasting our capitalist system and ending up: "Communism is
the way." Another charter member was Mrs. Mary Dublin Key-
serling (Mrs. Leon Keyserling) whose Communist-front record
was so disgraceful she finally had to resign from the Government.
Also among the members were Robert W. Kenny, Leo Linder,
Martin Popper, and Abe Fortas, an attorney. He was a member
of the national committee of the Communist-controlled Inter-
national Juridical Association. On that committee with Fortas
were 5 Communists including the espionage agents Nathan Witt
and Lee Pressman. (20, 796.)

I have often wondered how one man, like Michael M. Davis,
who organized the Committee for the Nation's Health, could
possibly have known so many persons, in so many fields, with so
many subversive citations. I have never been able to see any
common denominator among these people except that many of
them favored a Socialist or more probably, a Communist State.

Mr. Isidore Sydney Falk, Chief of the Division of Health
Studies in the Bureau of Research and Statistics, Social Security
Board, appointed the lobbyist, Michael M. Davis, to be Principal
Consultant in Medical Economics in that Division on January
28, 1938.

The Committee for the Nation's Health was for some time
supported largely by contributions from labor unions. Thus in
1951 the following were among the larger donations:

AFL -------- --.------... ----.. ----------- ........................--------------- $10,000
United Steelworkers of America -------------------------------- 5,000
United Automobile, Aircraft and Agricultural

Implement Workers of America CIO --------------- 5,000
International Ladies' Garment Workers' Union ---- 2,500
Textile Workers Union of America ----------------------- 750
United Auto Workers --.--------------------.--------------- 500
Amalgamated Clothing Workers of America 500

These gifts, be it remembered, were to a lobby controlled by
Communist sympathizers. In that same year Senator James E.
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Murray of Montana gave $10,000 to CNH. (From lobbying reports
filed with the Clerk of the House of Representatives.)

There existed the closest kind of cooperation between high

officials in the Social Security Board and the two non-govern-

mental lobbies I have just described. They worked as one to

bring about the nationalization of medicine and to disparage

the medical profession and voluntary insurance efforts. Through

these lobbies the Federal officials--Commissioner Altmeyer, his

Technical Adviser, Wilbur J. Cohen, and the Director of Research

and Statistics, I. S. Falk, were able to dip into the well of Com-

munist support for compulsory health insurance. And, I might

add, the Bureau of Research and Statistics in the Board distributed

CNH pamphlets as well as those of the Communist Physicians

Forum, Inc.
During 1943 and 1944, Michael M. Davis, utilizing a small

group of 13 persons which he called the Committee on Research

in Medical Economics, developed a phamphlet which was pub-

lished in November, 1944, under the name: "Principles of a

Nation-Wide Health Program, Report of the Health Program

Conference." (26) There were 29 sponsors of this Report which,

on the surface, appeared to be the work of a non-governmental

research group. Actually, 6 of the 29 were Federal employees,
two were the men who had organized the two lobbies to national-

ize medicine, and 4 were members of the National Citizens

Political Action Committee.

MEMBERS OF THE HEALTH PROGRAM CONFERENCE

Will W. Alexander, Chicago (NCPAC)
E. W. Bakke, New Haven
Solomon F. Bloom, New York
Ernst Boas, M.D., Chairman, Physicians

Forum, Inc., NCPAC
J. Douglas Brown, Princeton, NJ.
Allan M. Butler, M.D., Boston, member

of Physicians Forum
Hugh Cabot, M.D., Boston

*Dean A. Clark, M.D., PHS
Michael M. Davis, New York, organizer

of Committee for Nation's Health, NC.
PAC

*I. S. Falk, Director, Bureau of Research
and Statistics, Social Security Board

Nathaniel W. Faxon, M.D., Boston
Channing Frothingham, M.D., later

Chairman, Committee for Nation's
Health

F'ranz Goldman, M.D., New Haven, Ger.
man refugee, never practiced medicine

Herman A. Gray, N.Y.
Alan Gtegg, M.D., N.Y.
William Haber, Ann Arbor, Mich. (on

The interlock between the

loan to Government)
Basil C. MacLean, M.D., Rochester, N.Y.
Gerald Morgan, Hyde Park, N.Y.

*Frederick D. Mott, M.D., PHS, on loan
to Farm Security, later set up Socialist
health program in Saskatchewan

*George St. J. Perrott, PHS
John P. Peters, M.D., Yale

*Kenneth E. Polbmann, Farm Security
Kingsley Roberts, M.D., N.Y.

*Barkev S. Sanders, Armenian statistician
on staff of I. S. Falk, Social Security

Gertrude Sturges, M.D., American Public
Welfare Association

Florence C. Thorne, AFL
J. Raymond Walsh, NCPAC
C. - E. A. Winslow, Yale, former pro.

fessor of I. S. Falk
Edwin E. W'tte, Madison, Wisc., former

staff director, Roosevelt's Committee
on Economic Security

* Federal employee.

lobbies-with their Communist

support-and the Government is shown by inclusion among the
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29 sponsors of the following persons: Isidore Sydney Falk, Social
Security Board, Ernst P. Boas, M.D., head of the Physicians
Forum, Inc., and Michael M. Davis, organizer in 1945 of the
group that incorporated in 1946 as the Committee for the Nation's
Health. In addition there were two Public Health physicians,
Dean A. Clark, long an advocate of compulsory health Insurance.,
and Frederick A. Mott, who, during the war was on loan to the
Farm Security Administration. He later went to Saskatechewan
where he set up a Socialist program that caused no end of
trouble. Among the 29 were Kenneth Pohlmann of Farm Security,
now with the United Mine Workers, and Edwin E. Witte, Staff
Director for Roosevelt's Committee on Economic Security, and
Mr. Cohen's chief in 1934. Also in the group was George St.
John Perrott of the Public Health Service, of whom more later.

On November 19, 1945, when Senator Wagner introduced S.
1606, he cited this "Principles" as being in support of his bill.
(Cong. Record, Nov. 19, 1945, p. 1096.) He failed to state who the
29 sponsors were and that they included six Federal employees
who had a vested interest in any Federal medical care program
that might be developed.

What did these Federal officials say about provision of medical
care? I quote: "We agree with the recent statement of the Inter-
national Labour Office that medical care should be 'provided with-
out qualifying conditions as to payment of contributions or taxes
and without means test.' " (26, p. 13) In a word, these officials,
including Mr. Falk, who was Mr. Cohen's chief, favored a medical
care program financed from general revenues as in Russia. How-
ever, being practical men, they saw the difficulties of selling that
idea to Congress and to the American people. So they proposed
to use the "contributory principle," that is, the social insurance
mechanism, and to make the scheme compulsory--"required by
law" was cthir l ubph i-l.

The International Charter of Social Security

I have long contended that Messers. Altmeyer, Falk, and
Cohen, working as a triumvirate through power-politics, were
engaged in an international conspiracy to nationalize medicine
around the world and to aid in the establishment of Socialist
regimes, if not, indeed, of regimes more subversive in character.

In the "Principles of a Nation-Wide Health Program," which
I have just described, reference is made to a recent pronouncement
by the ILO. Let us ".-ok at that in- more detail.

In July, 1943 there was a secret meeting of the Socialist-
dominated ILO in Montreal. It was attended by Messrs. Altmeyer,
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Falk, and Cohen, as well as by George St. John Perrott, PHS, a
satellite of the Triumvirate from Social Security. Also present
were Sir William Beveridge - of "cradle-to-grave" fame (13) --,
representatives from the Canadian Department of Labor and the
Department of Pensions and National Health, the Canadian Chief
Actuary, and representatives from Peru, Cuba, Mexico, Brazil,
and Ecuador.

The Chairman of that meeting, the Honorable Ian A. Mac-
kenzie of Canada, in his closing remarks said (1, pp. 1307-1310):

"The purpose of the I.L.O. in calling this meeting at this time
was to obtain from your deliberations the elements for the drafting
of an 'International Charter of Social Security' to be submitted in
due course to an International Conference..."

During th' ILO deliberations, which lasted four days, Mr.
Falk took exception to the ILO proposal that medical care systems
throughout the world should be wholly tax-supported, as in Rus-
sia. The ILO desired to have such schemes for entire populations
-including the United States. Mr. Falk suggested that such a
tax-supported scheme, and I quote: "would be only an ideal tow-
ards which they might work for a long time," but that for the im-
mediate present they would be well advised to sponsor social
insurance and social assistance medicine.

He warned that "It would be very much easier to defeat the
plan if they asked for an ideal plan than if they asked for a prac-
tical programme." (1, p. 1296.) That is, Mr. Falk recommended
going along with such proposals as the Kerr Mills Act and the
Kennedy-Anderson-Cohen proposals until such time as they could
reach the ultimate goal of a tax-supported, completely socialized
medical care scheme such as exists in Russia.

That was, and still is, the thinking of the leaders in this field.
The Fabian approach, by "gradualism," to a complete system of
tax-supported medical care with salaried physicians and govern-
ment-controlled hospitals and health centers. This is the goal,
but such practical men as Altmeyer, Falk, and Cohen are willing
to work through the social insurance mechanism for the time
being.

A year after the ILO meeting in Montreal, that is, on
July 4, 1944, Senator James E. Murray, then Chairman of the
Committee on Labor and Public Welfare, attended the Sixth Na-
tional Convention of the Comrrunist International Workers Order.

Speaking at that Independence Day Rally of the Jewish Amer-
ican Section of the IWO, held in Madison Square Garden, Senator
Murray "paid tribute to the I.W.O. as a fraternal benefit society
contributing not only to the care of the sick, the unemployed, the
widow and the orphan, but to the national unity of the United
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States. The I.W.O., he said, was one of the very first to give un-
qualified support to a broadening social security program." (20,
p. 910.)

At that same IWO rally a message was read from Senator
Robert F. Wagner. He addressed his letter to Max Bedacht, then
President of the IWO, and, as we have seen, "the permanent link
between the Central Committee of the American Communist
Party and Soviet Military Intelligence in the United States."
(4, p. 271.)

Senator Wagner said:
" 'I have received many postal cards and resolutions from the

membership of the International Workers Order endorsing the
Wagner-Murray-Dingell Bill, S. 1161 ... I wish to express my
appreciation for the support of this bill .

"He told the convention that its campaign to 'focus public
attention' on the social security measure, was an 'important way
to victory for the forces of democracy and freedom.'" (20, 910.)

All through 1944, 1945, and 1946, the propaganda machinery
was operating overtime. Michael M. Davis had already set up
his 13-man Committee on Research in Medical Economics in 1937,
using part of a gift of $165,000 which he had received from the
Rosenwald Fund when he left there in 1936. (23, pp. 1620-1628.)
In the fall of 1944, as we have already seen, he published his
"Principles of a Nation-Wide Health Program," which became
the primary propaganda pamphlet for the 1945 Wagner-Murray-
Dingell bill, S. 1606.

Late that same year, in October 1944, the platform of the
American Public Health Association was shrewdly manipulated
so that this national association of public health officers was made
to appear to be in favor of national compulsory health insurance.
The manipulating was done by Mr. Falk, Michael M. Davis, the
late Joseph W. Mountin, M. D., of the Public Health Service, and
a number of other employees of the Federal Security Agency.
The whole deal was contemptible and was written up in 1945 by
W. G. Smilie, M. D., in the American Journal of Public Health (30,
pp. 27-28). At the time of the manipulation the late Dr. Joseph
W. Mountin, Chairman of the APHA Medical Care Subcommittee,
said to me, with respect to the manipulated statement on "Medical
Care in a National Health Program," "we rammed it down their
throats," that is, the throats of the APHA membership.

Federal Propaganda for the Welfare State

The year 1946 was a busy one in the propaganida field. On April
2 hearings started on S. 1606 before the full Senate Committee on



I I A I

158 NOMINATIONS

Education and Labor. Senator Murray presided. A representa-
tive of the Committee for the Nation's Health, Inc., lobby, Miss
Margaret I. Stein, handed out propaganda to the press in the
Caucus room of the Old Senate Office Building. She had an
office and telephone, in the name of Senator Murray, right here
in the Capitol in a room next the Western Union office. Mind
you, a representative of a lobby like the CNH, with nearly 100
Communist fronters in its membership, operating from the Old
Senate Office Building! With official blessing!

Just before the opening of the hearings, Senator Murray
wrote to Arthur J. Altmeyer, then Chairman of the Social Security
Board, stating that since hearings on S. 1606 were due to start
on April 2, he would appreciate having "access to the studies on
prepaid medical care which had been made in the Social Security
Board, particularly in the Bureau of Research and Statistics"
where, I might add, Mr. Cohen was Assistant Director and the
liaison man with Congressional committees working on Social
Security legislation.

At this point, I might say that I am sure every one of the
Members of this Committee would agree on the professional com-
petence of Professor Cohen. He probably is more conversant with
the Social Security Act, its history, its provisions, its costs, its
administration than any other person in the country. He has
drafted, or aided in the drafting, of every significant Social Secu-
rity bill that has come to hearings in the Congress since 1935. He
has, either by himself or through his subordinates, aided in for-
mulating the language of Committee reports, Advisory Council
reports, Messages from Presidents to the Congress, etc. I doubt
if there is another person in the United States who has been so
intimately connected with Federal Social Security legislation
since 1934 as Professor Cohen, especially with respect to aid to
Congressional Committees and to individual Members of Con-
gress.

Returning now to 1946, we note that on April 26, shortly after
bearings had started on S. 1606, Mr. Altmeyer sent to Senator
Murray a document prepared by Isidore S. Falk and "the Bureau
staff" which included Mr. Cohen, the liaison official with Congress.
The report was entitled "Medical Care Insurance." (8)

This volume of 185 pages, which appeared as a Committee
Print en July u, 19G, presents the blueprint for nationalization of
medicine in the United States. It goes into great detail regarding
administration, taxation, costs, methods of paying physicians,
dentists, nurses, and hospitals, as well as methods of paying for
drugs, laboratory services, etc.

Now the public and Members of Congress have been told
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over and over by Social Security officials that there would be
virtually no change in the practice of medicine, no control of
physicians and other health personnel, no regulation of hospitals.
About the only difference, we have been told, is that under social
insurance, the worker pays so-called "insurance premiums" for
a so-called "health insurance policy" for himself and family and
then, when illness strikes, the Government pays the bills from a
health insurance trust fund. It sounds perfectly wonderful! Just
like Blue Cross and Blue Shield - only infinitely better and 0,
so much cheaper! I call your attention to these bland, but false
assertions, made by Professor Cohen in his Task Force Report on
Health and Social Security issued in January 1961, (5).

But the Social Security officials, past and present, including
the man whose appointment you are considering today, know
perfectly well that they are not telling the truth and have not
been telling the truth back through the years. They know - and
every Member of this Committee knows - that when the Federal
Government establishes a Nation-wide program (or any smaller
program) and foots the bills, the Government calls the tunes! The
situation was neatly summed up by Lord Moran in the House of
Lords, last April. Formerly a protagonist for the British National
Health Service, he said: "Where Medicine is concerned the Gov-
ernment are a monopoly employer-they control demand, supply
and the pay of the doctors." (9, p. 24.)

Our own Supreme Court has voiced the same position of
Government in a decision handed down in 1942 by the late
Associate Justice Robert H. Jackson-the same man who pleaded
the Government's case for the Social Security Act before that
Court in 1937. He said, in connection with the Agricultural
Adjustment Administration case: "It is hardly lack of due process
for the Government to regulate that which it subsidizes.

Anyone who has done any studying at all of compulsory
health insurance knows that it is the administration of the program
that kills. It kills the incentive of the physician and it often kills
the patient.

Falk, in his "Medical Care Insurance" volume, repeatedly
decries the present fee-for-service method of payment for phy-
sicians. He lauds the capitation method used in Great Britain
and regards it as a stepping-stone toward the ideal, which he
mentioned in Montreal three years earlier, namely, the salaried
service found in the Soviet Union. The capitation system calls
for a fixed payment of $5 to $10 per year per person on a
physician's list. Both of the non-governmental lobbies, as well
as Social Security officials, have favored the capitation system.

This is not the time to enter into a discussion of the pros and
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cons of compulsory health insurance. I merely wish to point
out that Federal officials, consistently breaking the Federal
lobbying law (Title 18, Section 201, U.S. Code, 30, p. 43), united
with non-governmental lobbyists to spread totally false infor-
mation about the manner in which the Federal scheme of social
insurance medicine would be administered. They are the more
culpable-and that includes Professor Cohen-because they are
well informed. They knew about the operation of systems abroad.
They knew of the magnitude of administrative controls that are
necessary in every system of compulsory health insurance around
the world. They knew that patients, physicians, and hospitals
are regulated in an unbearable fashion. They knew that there
is no real freedom of choice for patient or physician once the
Government foots the bills. Mr. Cohen in particular has traveled
the country over misrepresenting the Forand bills and similar
proposals. He has wilfully misled the nurses and social workers
with a battery of propaganda that has been going on for years.

On December 10 and 11, 1946, Messrs. Falk and Cohen met
with a group of 37 union representatives. Mr. Altmeyer was to
have made the opening address, but was unable to attend. His
place was taken by Mr. Falk. Three of the unions represented
at the meeting held at the Social Security Board were Com-
munist dominated and were later expelled by the CIO (34, p. 54).
They were: International Longshoremen's and Warehousemen's
Union, CIO; United Office Professional Workers of America, CIO;
and National Maritime Union, CIO. (34, pp. 118, 121, 125 and 133.)

In addition, four of the unions whose representatives were
invited by the Triumvirate (Altrreyer, Falk, and Cohen) were
active and substantial supporters of the Committee for the
Nation's Health, Inc., lobby. These four were: Amalgamated
Clothing Workers, CIO; International Association of Mchinists,
independent; International Ladies' Garment. Workers' Union,
AFL; and United Automobile Workers, CIO.

We have already seen that the espionage agent John J. Abt
was the general counsel of the Amalgamated Clothing Workers
of America. Abt resig -'d from his job with the Department
of Justice to take the job with the Clothing Workers. He
served as general counsel from 1938-1948 when he left to become
general counsel of the Progressive Party which was supported
by the Communist Party. (13, p. 2952.) Jacob Potofsky, presi-
dent of the Amalgamated Clothing Workers, was a member of
the Board of Directors of the Committee for the Nation's Health,
Inc., which received financial support from the Clothing Workers
union. (See table, page 31, for CNH Officers, 1952.)

Mr. Falk, after some introductory remarks, turned the
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meeting over to Mr. Cohen who gave a rather extended talk
to the union representatives. He made a special point of the
fact that "Perhaps in the long run the more significant develop-
ments are in other than legislative fields. As you know," he
said, "in November 1945 there was a Presidential message on a
national health program. This was the first time in the history
of the country that any president has sent up to Congress a
comprehensive set of recommendations for a national health
program, (23, p. 1982.)

Elsewhere Professor Cohen has admitted that he and Mr. Falk
went to the White House to help in the drafting of President Tru-
man's message and recommendations and that they worked over
5 or 6 drafts. (23, pp. 1984-87.) They apparently were the only
experts on compulsory health insurance who advised President
Truman. The draft of that message was prepared by Judge
Samuel I. Rosenman, Special Counsel to President Truman, and
a director of Michael M. Davis' lobby, The Committee for the
Nation's Health, Inc. Thus, the chief lobby to nationalize medicine
through the Social Security System had its representative in the
White House where he could draft a health message for the
President to send to Congress. At the Labor Conference in
December 1946 Professor Cohen gloated over the success of their
schemes. And Commissioner Altmeyer admitted that Mr. Falk
and staff, including Mr. Cohen, wrote the major part of S.1606.
(22, p. 191.)

This Labor Conference lasted for two days. Mr. Cohen ex-
tolled the Wagner-Murray-Dingell approach and belittled the
Taft grant-in-aid approach. His idea was to force everyone into
a compulsory system of Federally controlled, operated, and
financed medical care. He saw to it that the representatives of
the more important unions were thoroughly indoctrinated before
the opening of the Second Session of the 79th Congress.

The Net of Subversion Over Capitol Hill

I shall now bring together some of the seemingly isolated
operations and activities to which I have previously referred. I
have pointed out that there were three espionage groups which
originated in the Department of Agriculture in 1933. The mem-
bers of those groups moved from one Government agency to
another. During the 1 9 30's they penetrated the Social Security
Board, the Labor Department, Treasury, National Labor Rela-
tions Board, Railroad Retirement Board, State Department, War
Department, etc. The agency penetration is shown in the photo-
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state on Communist Espionage in the United States Government,
August 28, 1948.

During this same period of the 1930's and early 1940's em-
ployees in the Federal Departments joined Communist fronts by
the hundred. While the estimate of espionage agents working
in the Government on behalf of the Soviet Union is only about
75, the number of Communists and fellow travelers in the Gov-
ernment was very much larger. Thus we see the espionage
agents like Kramer, Silvermaster, Lee Pressman, etc., coming
into the Government with the help of a dedicated Communist
like Harold Ware. Simultaneously we see Federal employees
joining Communist fronts where they were brought into direct
contact with known Communists and fellow travelers.

In the field of social insurance and especially of compulsory
health insurance Communist activity dates back into the 20's.
The International Workers Order, we have seen, was organized
in 1930 for the express purpose of pushing for social insurance
legislation. It also had the unavowed purpose of serving as a
link between the Central Committee of the American Communist
Party and the Soviet Military Intelligence in the United States.

If you will turn to the photostat on "Health Insurance",
dated July 1946, and look at the back of the cover where the mem-
bers of Senator Pepper's Subcommittee are listed, you will see
that Charles Kramer, a member of two espionage groups, was the
staff director, and Charles Bragman was his assistant.

It is an interesting fact that when Mr. Kramer applied to
Senator Pepper for a job on December 30, 1944, and filled out a
Civil Service form, one of the character references he gave was
Thomas C. Blaisdell, Assistant Director of the Social Security
Board, Bureau of Research and Statistics in 1937 and 1938 at the
time I was there. I had only one encounter with Mr. Blaisdell
and that was when, in a hush-hush meeting, he asked me to do
something unprofessional and dishonest. I wetit to Ewan Clague,
at that time Associate Director of the Bureau, and said I would
resign before I would have any part of such a rotten deal. It
was then that I was loaned to the Office of the General Counsel
to write the economic brief for defense of the Social Security
Act and to remove me at least temporarily from the Bureau of
Research and Statistics.

So, Kramer, the espionage agent, gave Blaisdell as his char-
acter reference. (16, p. 367; 30, pp. 18, 19.). Then Kramer hired
Bragman. The technique which was constantly employed to
spread subversion in the Government was for one Communist
to get into an agency or a Congressional Committee and then
to hire others.

I A
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Now if you will turn to the first photostat series of six pages
in your dossier, you will see the membership of the Washington
Committee for Aid to China (20). The organization was affiliated
with the larger and more powerful China Aid Council which
was active in espionage in the Far East. If you will look at the
top of page 1685 you will see Charles Bragman listed. He was
also a member of the Washington Committee for Democratic
Action and the American League for Peace and Democracy. Now
if you will turn to page 1687 you will see the name of Mrs.
Nathan Gregory Silvermaster. She was the wife of the head of
the Silvermaster espionage group. She belonged to the Wash-
ington Bookshop, the Washington Committee to Aid China, and
the Washington Committee for Democratic Action. One of the
members of the Silvermaster apparatus worked in the Social
Security Board.

On that same page you will note Morton Stavis. His name
when I met him in the office of the General Counsel of the Social
Security Board was Stavisky. He was a member of several fronts
and I mention him only because he was in the Social Security
Board. There were a couple of other Social Security employees
who were members of the Washington Committee to Aid China
and other fronts.

Now, turn back to page 1685 and you will find the name of
the man whose appointment you are considering today. Mr.
Cohen was a member of the same three organizations to which
Mrs. Silvermaster, the wife of the head of an underground
apparatus, belonged. And Charles Bragman, assistant to Kramer,
a member of two underground groups, also belonged to two of
the Communist fronts to which Mr. Cohen belonged.

The Washington Bookshop had been formed to make available
the works of Lenin, Stalin, and other Communists and to give
members a discount.

I have ten pages of additional documentation on the China
Aid Council, but I have not put those ten pages in each dossier
because of the cost. The main thing that comes out is that
there was an interlock between various Communist fronts work-
ing under the direction of Earl Browder, general secretary of
the Communist Party, in connection with espionage work in
the Far East.

The membership of these three Communist fronts to which
Professor Cohen belonged comprised mostly employees from the
Social Security Board, the Labor Department, Agriculture, and
the Railroad Retirement Board. These were departments and
agencies with which Mr. Cohen worked closely through the years.

I would call to your attention the fact that the interlocking
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of the membership of these three Communist fronts to which Mr.
Cohen belonged was brought out at hearings on August 7, 1941.
(See 20, p. 1684 of the photostats of the Washington Committee
for Aid to China.)

I should like to illustrate how things were manipulated in
the health field. In March 1946 the Pepper Subcommittee on
Health and Education of the Senate Committee on Education
and Labor, headed by Senator Murray, issued a Subcommittee
Print of Report No. 5, 79th Cong., 2d Sess. The Subcommittee
had 8 members. Only 4 signed this Print, namely, Senators
Claude Pepper, Elbert D. Thomas, Janes E. Murray, and George
D. Aiken. At the time it was noted that "Senators Taft and Smith
dissent from some of the findings and conclusions of the report."

Now this Print contained the following statement, after
damning voluntary medical care plans with faint praise:

"However, to cover everyone, the adverse as well as the
good risks, the young and the old, the sick and the well, the
rural and the city dwellers, the low- and the high-income
groups, the poor and the rich areas, all this takes a mechanism
as representative and all-inclusive as a national health program,
built around a system of prepaid medical care. It must be financed
by required contributions to the social-security fund and by
payments from general tax revenues ...

"The cost will not be greater than that of our present
inefficient and wasteful fee-for-service system ...

"Health insurance is often erroneously called 'socialized
medicine' or 'State medicine.' As President Truman [that is,
Judge Rosenman, Falk, and Cohen] pointed out in his health
message, such a system is one in which the doctors are
employed by the Government. We do not advocate this.
National health insurance, which we do advocate, is simply
a logical extension of private group health insurance plans
to cover all the people. It is a joint national endeavor. It
will guarantee free choice of doctor or group of doctors
and free choice of hospitals by the patient, and free choice
of patient by the doctor. Indeed, free choice will be extended,
because current financial barriers to the actual exercise of
free choice will be broken down." (11, p. 29.)
Now in July of 1946, 4 months after this Print was printed,

there suddenly appeared a Subcommittee Report No. 5, not a
Print, but an actual Report, which implied that the Subcommittee
had voted on it and approved it. This Report was identical in
wording with the Print of March, 1946, except that a little note
had been added to the effect that: "Senators Hill, Tunnell and
Morse, because of the pressure of other business, have not com-
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pleted their study of the subject of this report." Senator Morse
was not a member of the Subcommittee, so his name should not
have been mentioned.

This report from the Subcommittee was picked up by the
press and there was much publicity about this seeming approval
of the principle of compulsory health insurance. Remember,
the chief of the Subcommittee staff was Charles Kramer, member
of two Communist underground operations, and his assistant
was Charles Bragman, member of three Communist fronts who
would hardly have been chosen by Kramer unless he were a
Communist. Kramer, when asked by the Un-American Activities
Committee: "Did you ever, during your service in the Govern-
ment, furnish classified documents to any unauthorized people?"
took the Fifth Amendment. (13, p. 2993.)

The publication of this unauthorized Subcommittee "Report"
brought immediate protest on the Senate Floor by Senators
Forrest C. Donnell and H. Alexander Smith, members of the
Subcommittee, (Congressional Record, July 23, 1946, pp. 9841-9847,
and July 24, pp. 10047-10050).

The late Senator Robert M. LaFollette (R., Wisc.) resigned
from the subcommittee and the following year wrote an article
for Collier's Magazine entitled: "iurn the Light on Communism."
He said: " . . . the staff of a subcommittee of the Senate Com-
mittee on Education and Labor v~as infiltrated by fellow travelers
•. * 0I was appointed a member of this subcommittee, but I re-
signed later . . . partially because I did not want to be associated
with a program of a staff in whom I could not have complete
confidence.

"Later the staff released a report and recommendations on
health legislation under highly irregular procedure that prompted
severe criticism on the floor of the Senate. The report was a
program. It was released with the implication that it had the
approval of the sub and full committees. "(17, p. 33.)

I would point out that neither KL,-amer nor Bragman was an
expert on compulsory health insurance-a highly technical sub-
ject. The liaison man from the Social Security Board was Mr.
Cohen, then working for I. S. Falk who, at that time, was rated
the leading expert in the country. The question is: Who pre-
pared the wording of that spurious Subcommittee Report on
"Health Insurance"?

Clash of Ideologies on a National Health Program

The year 1947 was marked by an open clash between those
who favored grants-in-aid to the States to enable them to aid
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those persons who coula not finance the costs of their medical care
and those who favored national compulsory health insurance
for everyone, regardless of ability to pay their own way.

These two diverse ideologies were represented in Senator
Taft's bill, S.545, and the Wagner-Murray-Dingell bill, S.1320.
Hearings started on May 21, 1947, before a 5-man Subcommittee
on Health, headed by Senator H. Alexander Smith. The Repub-
licans were in control of the 80th Congress. Senators Murray and
Pepper attended regularly, Senator Joseph H. Ball (R., Minn.)
infrequently, and Senator Forrest C. Donnell (R., Mo.) attended
every session. Most of the cross-examining was done by Senator
Donnell who had gained considerable experience during the
earlier hearings on S.1606. Senator Pepper was accompanied by
Charles Bragman, Senator Murray was accompanied by William
G. Reidy, and I accompanied Senator Donnell, providing the
questions and documentation which he used.

Now Mr. Reidy had been hired by Senator Murray early in
1947. He came directly from the staff of the Committee fol the
Nation's Health, Inc., and returned to that staff after the hearings,
being a registered lobbyist for the CNH before and after the
hearings. He was not professionally trained, but was an expert
at stirring up trouble during hearings. During World War II
he had achieved a deferred status, as was the case with so many
of these men who were trying to nationalize medicine-Mr. Cohen,
Frederick D. Mott, M.D., Kenneth Pohlmann, etc. Reidy had been
under FBI surveillance because he caused disturbance in a public
housing project in California during the War by pitting racial
groups against one another.

Reidy moved back and forth between the CNH staff and
Senator's Murray own staff, eventually joining the staff of the
Committee on Education and Labor where he still is serving as
Staff Director of the McNamara Select Committee on Aging.

This appointment of a lobbyist on Senator Murray's own
staff brings us back to the Committee for the Nation's Health, Inc.
During 1947 there was copyrighted a film strip called "Medical
Insurance-Pathway to Health"-an ERG Production. The copy-
right was by Current History Films, 77 Fifth Avenue, New York
3, N.Y. That is the address of the International Workers Order-
the organization whose past president was Max Bedacht, the
Com~mun~t wr king for the Soviet Military. Intelligence.% ,.0J A I II. 4 AJ v V. .. . .. ... ....-- -_ -

The name ERG Production was derived from the names of
three men who wrote the film strip: Hall Eiseman, Samuel
Roberts, and Leslie A. Goldman. Without taking too much time
on these three men, I may report that Roberts joined with Max
Bedacht, William D. Foster, Communist Candidate for President
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in 1932, and James W. Ford, Communist candidate for Vice Presi-
dent that year-all members of the Communist IWO-in spon-
soring a Communist Jubilee (20, pp. 830, 852, 904, 1154, 1364, and
1640; also 23, pp. 1661-1667.)

Charles Keller, who wrote the actual narrations for this film,
was art editor of the New Masses, a Communist publication.
Roberts prepared the script, production was by Goldman, and
photography by Eisemen-all with subversive records. On Mon-
day, June 2, 1947, the Daily Worker had quite a write-up of this
film and stated that it could be purchased for $2.60 at the IWO
Film Division, 80 Fifth Ave., New York City, or directly from
Current History Films.

Now in the acknowledgements given by the producer there
appears this:

"We wish to acknowledge with thanks the generous
assistance and cooperation of the staff members of the Com-
mittee for the Nation's Health in supplying data and valuable
advice." (23, p. 1666.)
The references supplied as documentation to go with this

film were 7 in number: An article by Michael M. Davis on "Health
for the Nation"; "Principles of a Nation-Wide Health Program";
"Medical Care in a National Health Program"-the rigged plat-
form of the American Public Health Association; Falk's "Medical
Care Insurance"; a memorandum from the Bureau of Research
and Statistics on "Need for Medical Care Insurance", published
in 1946; "Is Your Health the Nation's Business," put out by the
War Department with a little assist from Michael M. Davis-and
later withdrawn under fire; and an article by Dr. C.-E.A. Winslow
of Yale, Falk's former professor. One observes that those 7
references all slant strongly in one direction-towards the Com-
mittee for the Nation's Health and the Bureau of Research and
Statistics in the Social Security Administration. The photos
used in the strip came mostly from the GoVernment: Federal
Security Agency, Public Health Service, Farm Security Admini-
stration, Library of Congress, and Office of War Information.

Now just a few days before the Daily Worker announced this
film strip, the International Workers Order had inserted a large
ad in the Sunday Daily Worker of May 25, 1947, "At Last Here's a
Bill FOR You." A photostat of the ad is in your dossier. The
ad andte film strip were neatly timed to appear just at the
beginning of the hearings on S. 545 and S. 1320.

Accompanying the fim strip was a 2-page history ofh
insurance in the United States prepared by the Committee for
the Nation's Health, Inc. Just in passing, it may be noted that
at the end of the text the union initials of the processor appear-

168 !Nr W- N A T fON8



NOMINATIONS

"uopwa/1". That was the Communist-controlled United Office
Professional Workers Association, later expelled by the CIO.

While all this had been going on to stimulate support for the
1947 version of the Wagner-Murray-Dingell bill, a House Com-
mittee had been investigating the propaganda activities of the
Department of Agriculture and five bureaus in the Federal
Security Agency, including the Bureau of Research and Statistics
of which Mr. Cohen was Assistant Director.

Prolonged hearings were held and interim reports were
prepared. All told, there were 13 propaganda and planning
meetings in which 46 Federal employees participated. The meet-
ings took place between November 2, 1945, and November 22,
1946. The first meeting was held in Washington 17 days before
President Truman sent his health message to Congress and
Senator Wagner introduced S. 1606. It was just 2 days before
the predecessor group to the Committee for the Nation's Health,
Inc., inserted the ad favoring the President's program-the ad
with the 192 sponsors.

Now at the initial planning meeting George St. John Perrott
presided. He was the Public Health Official who had accompanied
the Triumvirate-Altmeyer, Falk, and Cohen-to Montreal in
1943. At that time he had opined that Chile was far ahead of the
United States in its Social Security program. Other employees
present at that first meeting were the Armenian statistician,
Barkev S. Sanders, from Falk's staff, Kenneth Pohlmann from
Farm Security (they had both signed Michael Davis "Principles
for a Nation-Wide Health Program in November 1944), and other
Social Security and Public Health employees, as well as Harry
Becker from the Children's Bureau who later moved over to the
UAW-CIO.

The group of planners set up 5 Health Workshops. I shall not
go into the details. Suffice it to say that the Federal Security
Agency mailed out packets of propaganda material in advance, the
packets containing pamphlets published by the CIO, AFL, the
Communist Physicians Forum, Inc., Bureau of Research and Sta-
tistics, etc. Those to whom the packets were sent were urged to
write their Senators and Congressmen in favor of the Wagner-
Murray-Dingell bill, S. 1606 of 1945.

The evidence indicated that these Federal employees had
broken the Federal lobbying law against the use of Federal funds
to influence any Member of Congress. (30, p. 43) The House
Committee Exknt d "-" 1itre .in Executive Departments condemned
the employees in question and Forest A. Harness, Chairman of
the Committee, wrote to the Hon. Tom C. Clark, Attorney General
of the United States, on June 30, 1947, saying, in part:
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"It is the opinion of the subcommittee, from the evidence con-
sidered by it at public hearings, that there have been violations of
section 201 of title 18 of the United States Code, by employees of
the departments and agencies specifically mentioned in the report.
It is suggested and recommended that action be taken by the
Attorney General of the United States to prosecute these viola-
tions and to prevent further disregard by Federal employees and
agencies of the law cited." ("Investigation of the Participation
of Federal Officials in the Formation and Operation of Health
Workshops." Union Calendar No. 404, Rept. No. 786, House of Rep-
resentatives, 80 Cong., 1st Sess., July 2, 1947, p. 7.)

The Department of Justice did not act.
On July 3, 1947, a witness from the International Workers

Order appeared before the Subcommittee on Health of the Senate
Committee on Labor and Public Welfare. He was a Russian-born
Communist, Ernst N. Rymer, a slippery, evasive witness. He
stated that "if the great riches and resources of our land were
owned by the people and the people benefited from these resources
as a whole, we feel the country [that is, the United States! will
be better off from that than otherwise." When asked by former
Senator Joseph Ball "Do you believe that the Communist system
will provide a better living and higher standard of living for
people?" Rymer replied: "I believe so, sir."

Rymer further expounded his views by stating: "I believe that
with the know-how and with the natural resources that we have
that we could be 10 times ahead of Russia or any other people of
the world, for that matter, under socialism,..." (23, pp. 1072-1074.)

In July, 1944, as we have seen, Senators Murray and Wagner
extolled the International Workers Order and thanked it for sup-
porting S. 1606.

The Questions at Issue

At the beginning of my testimony I stated that this Committee
would probably be unwilling to vote against a Presidential ap-
pointee unless there were grave reasons for so doing. I thought
that subversion and moral turpitude would constitute such rea-
sons.

I have covered a period of 19 years (1930-1948) in detail, the
years when .ieeds of Communist espionage were planted here in
Washington and whgPAhe fhet of subversion was spread over
Capitol Hill, Government agencies, and labor unions. They were
the years when large numbers of Federal employees, who were
never part of the underground, chose to join front organizations
which were responsive to orders from the Communist Party.
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Many of these members never paid dues to the Party nor carried
cards. They were infinitely more dangerous to society because
they operated from positions of trust in the Government, in col-
leges, and in private organizations.

These were the years when nearly every Government agency
and many committees of Congress were sites of Communist ac-
tivity. It took a long time for the Un-American Activities Com-
mittee, the Internal Security Subcommittee of the Senate Com-
mittee on the Judiciary, and the FBI to ferret out the individuals
engaged in subversion. One by one men like Lee Pressman ad-
mitted they had been Communists and that they had retained their
idealogically attachment to the Party long after they had stopped
paying dues. Other men, like Kramer (Krevitsky), took the Fifth
Amendment time and again. Testimony on espionage and subver-
sion in the Government of the United States, in unions, and in our
educational process runs into tens of thousands of pages.

There is no doubt whatsoever that in the field of Social Secu-
rity we are dealing with questions of subversion and with an
international conspiracy in which three former Federal officials
are deeply involved. These officials were former Commissioner
Arthur J. Altmeyer, his Technical Adviser, Wilbur J. Cohen, and
his Director of Research and Statistics, Isidore S. Falk. Through
the Socialist International Labour Organization, their activities
reached virtually every part of the world. They traveled widely,
serving as consultants in foreign lands. Their object was always
to create or to expand Welfare States and to spread the doctrines
of Socialism.

These three men, acting as one, used Federal funds improp-
erly, but were not prosecuted. They prepared reports for such
dubious individuals as Albert Deutsch, a writer for the defunct
Marshall Field paper PM. Thirty years ago Deutsch said to me:
"You bourgoisie ought to be wiped out." Now he is an adviser
to the President. I ask why the Social Security Triumvirate col-
laborated with Deutsch in a vicious series of articles he wrote in
the early forties maligning the medical profession and extolling
the "virtues" of compulsory health insurance. I ask why the
Bureau of Research and Statistics, headed by Falk and Cohen,
conducted a research project for Michael M. Davis, head of a lobby.
The project related to the fees of radiologists. Is it the function of
a Federal bureau to work for a lobby which is loaded with sub-
versives? That particular deal resulted in the resignation of one
more professional person (Ruth M. Stocking, M. D.) from the
Faik-Cohen Bureau because of her distrust of the work they were
doing.

Falk and Cohen distributed pamphlets from the Communist
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Physicians Forum, as well as union material, to the health work-
shops they helped organize in 1945-46 and for which activities the
Bureau they headed was cited to the Attorney General. Is it the
function of Federal officials, including the man you are consider-
ing today, to distribute Communist propaganda and to lobby for
Federal bills they have helped to draft and which, if passed, would
greatly augment their power? Repeatedly through the years Mr.
Cohen, while in the employ of the Federal Government, broke the
Federal Lobbying law. That constitutes moral turpitude.

Through these same years Professor Cohen has misrepresented
the Social Security program to the American people, to the Con-
gress, and to succeeding Presidents. From coast to coast he has
told groups of social workers, nurses, and labor representatives
that social insurance is insurance. He knows that the lawyers of
the Social Security Board, who wrote the legal brief used in 1937
by the Department of Justice in its defense of the validity of the
Social Security Act, insisted that the old-age benefits then in the
law were not insurance but gratuities.

He knows that the Attorney General helped win the case
before the Supreme Court by contending that the benefits ". .. are
gratuities not based on contract.. ." and that the Attorney General
further argued at that time that "The Act cannot be said to con-
stitute a plan for compulsory insurance within the accepted mean-
ing of the term 'insurance'... the benefits under Title II are, likb
pensions, to be given or withheld in the discretion of Congress."
(14, pp. 20, 21, 77)

The term insurance was not used in the original Act passed
on August 14, 1935, but as soon as the case was upheld by a 7 to 2
decision of the Supreme Court, this Triumvirate in the Social
Security Board, forgot the arguments their own lawyers had used
to win their case and began to sprinkle the term "insurance"
through all the bills they drafted after that. And Professor Cohen
was right in the middle of the deception. Thereafter, the leaflets
published by the Social Security Board began to tell the public
that OASI benefits were insurance. Every expert in the field
knows that is not true. Professor Cohen, knowing the truth- and
disseminating falsehoods, is guilty of moral turpitude on that
score, too.

And I might add that the present Department of Health, Edu-
cation, and Welfare should be enjoined from distributing any
more false information to the American people. The Social
Security leaflets now offered through the Government Printing
Office should be destroyed and some honest ones should be printed.
It is time the American public was given the truth about the
Social Security System, truth long denied.
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With respect to subversion. Professor Cohen's involvement
is so deep and so widespread, I do not see how he could ever ex-
tricate himself. He voluntarily associated himself with three
Communist fronts prior to 1941. He worked with, and depended
upon, the Communist Physicians Forum, Inc., which was formed
in 1939 and which is still very active.

I am well aware of the fact that Professor Cohen may come
forth with the usual alibis in such cases. He may tell you he was
young, he was inexperienced, he did not know the nature of the
organizations in question, he left them as soon as he found out
what they were. Such alibis, if offered, will be futile. Professor
Cohen, so far as I know, has never denounced any of these groups
or any of the subversive persons with whom he has worked
through the years. He has never appeared before any of the
investigative committees of the Congress where, under oath, he
could try to establish his innocence and clear his name. By this
own written statement to me, which I published last year (Chal-
lenge to Socialism, Vol. XIV, No. 13, p. 2), Professor Cohen admitted
he had been questioned regarding his loyalty under both the
Truman and Eisenhower administrations. He finally obtained
some sort of loyalty clearance after the Loyalty Review Board
functions had been transferred from the Civil Service Commission
to the respective agencies by Executive Order. I suggest that
the Loyalty Review Board of the HEW Department could stand
a Congressional Investigation in the light of the documented
facts I have here presented.

Professor Cohen has not broken with his past. As recently as
April 1-3, 1960, he served as one of the experts at a meeting at
Kellogg Center, University of Michigan, along with Michael M.
Davis, organizer of the Committee for the Nation's Health. The
12 experts had been picked by Governor Mennen Williams to
discuss the part of the Federal Government in provision of health
care.

Let us consider briefly the professional career of Mr. Cohen.
As we have seen, he came to Washington in 1934, fresh from col-
lege, at the age of 21. That might seem to some of us a bit young
for him to occupy the important posts he did. When the Social
Security Act was passed, he moved into the new Social Security
Board as Technical Adviser to Mr. Altmeyer, at first a member of
the 3-man Board, later Commissioner. When World War II
broke out, Mr. Cohen was named Assistant Director of the Bureau
of Research and Statistics, headed by I. S. Falk. The Committee
might be interested in the methods employed to obtain deferrment
for this young man of 28 who, immediately before the War, had
joined three Communist fronts and who, during the War, was
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very busy working with members of two espionage groups and
the lobbies to nationalize medicine, one of the lobbies having
been set up by the Communist Party and both of them having
interlocking directorates.

During the Eisenhower Administration Mr. Cohen's chief,
I. S. Falk, resigned on June 30, 1954. He spent two years as a
Social Security Consultant in South America and the Far East
and then joined the United Steelworkers of America where he
is Consultant to the Insurance, Pension and Unemployment Bene-
fits Department of the Union. This union, as we have seen, was
organized by two Communists, one an espionage agent, and it
gave financial support to the Committee for the Nation's Health.
This past September the Union issued the so-called Falk report:
"Special Study on the Medical Care Program for Steelworkers
and Their Families."

After Falk left the HEW Department, Mr. Cohen became
Director of the Division of Research and Statistics. A year earlier,
on July 21, 1953, it was announced in the Washintgon Post that the
Civil Service Commission had removed Wilbur J. Cohen from
Civil Service status and placed him in Schedule C, along with
William Mitchell, Deputy Commissioner for Social Security.
Schedule C was set up for policy and confidential jobs. Such
jobs can be filled by political appointees. It was only after Mr.
Cohen was removed from Civil Service status and loyalty fuctions
were transferred to the agencies that he obtained some sort of
loyalty clearance on March 4,1955.

On September 22, 1957, Arthur J. Altmeyer retired and Mr.
Mitchel became Commissioner. The Republicans might have
filled both those jobs with Republicans, but failed to do so. In
fact, Mr. Cohen played both sides of the street in an amazing
fashion. He finally resigned on August 30, 1958, but continued on
the HEW Department payroll as a Consultant until the end of
December 1959. A truly incredible situation! He served as Con-
sultant to Social Security Commissioner, William Mitchell.

When Mr. Cohen left the HEW Department Division of Re-
search and Statistics he went to the School of Social Work of the
University of Michigan as Professor of Public Welfare Adminis-
tration. Fedele F. Fauri is Dean of that School. During the 1930's
Mr. Fauri was an attorney for welfare agencies. He came to
Washington in the 1940's to the staff of the Library of Congress
and then served time and again as Consultant to Advisory Councils
and, I believe, to this Committee and the Ways and Means Com-
mittee.

Now that Mr. Falk has moved over to a union, his place in
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legislative work has been taken partially by Mr. Fauri, who, how-
ever, is not as well versed as Mr. Falk.

Today, then, the situation is this. Professor Cohen has moved
into first place in the Triumvirate. Altmeyer has retired, but is
still active. Falk is not so close to Federal legislation, but spends
his time stirring up the steelworkers to demand more and larger
benefits.

With the coming of a new Admiaistication there has been a
shift of positions of persons who wield power. There is Arthur J.
Goldberg, former general counsel to the United Steelworkers
of America and to the AFL-CIO. He is now Secretary of Labor.
He used to be a member of the Board of Trustees of the Committee
for the Nation's Health, Inc., apparently, although I have not yet

OFFICERS OF THE COMMITTEE FOR TiE NATION'S
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Channing Frothingham,

M.D., (Interlocking Dir-
ector with Communist
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(First Director of Re.
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Social Security Board,
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Abe Fortas)

Chairnman,
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been able to verify if the Arthur Goldberg of the CNH Board of
Trustees was the man who is now Secretary of Labor. He is
reported to be a good friend of I. S. Falk.

Secretary Arthur Goldberg had his share of Communist-front
connections. In 1939 he joined several Communists to sponsor
a Conference on Civil Liberties in America. Some of the Com-
munists were: William L. Patterson of Chicago, Doxey A. Wilker-
son, who left the Federal Security Agency to take a job with the
Communist Party, Dr. Bella V. Dodd, and John P. Davis. Other
sponsors included Carol Weiss King and a number of other persons
who later joined Michael M. Davis as Charter Members of the
Committee for the Nation's Health, Inc.

So we have Secretary of Labor, Arthur J. Goldberg, who
would give Mr. Falk easy access to the President. If you approve
Professor Cohen's appointment as Assistant HEW Secretary, you

I - -
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will be giving another member of the Triumvirate direct access
to the President through Secretary of Health, Education, and Wel-
fare Ribicoff. Through Mr. Cohen the head of the former Com-
mittee for the Nation's Health, Michael M. Davis, and the Phy-
sicians Forum leaders would have free access to Mr. Ribicoff and,
presumably, the President.

Just what would such a situation do to the American people?
They would not have a ghost of a chance to escape the Wplf-r,
State. This wilful Triumvirate would spell out the legislation
and force it through Congress by the ruthless use of power politics.
Labor unions, whether Communist dominated or not, would be
called upon. The Communist Physicians Forum would continue
to be used as it has been for over 20 years. Welfare workers, pub-
lic health officials, and nurses - all previously subverted by the
Triumvirate in a general way and by Cohen in particular - would
besiege Congress to approve compulsory health insurance. Con-
gress could hardly resist these engineered pressures. The country
would be swept into a full Socialist State in no time at all.

You will note that Cohen uses the Communist technique of
"divide and conquer." He saw in 1948 after some 50 sessions on
two comprehensive Wagner-Murray-Dingell bills that neither
party was willing to report out that type of legislation. The bills
died in Committee. In 1950 the Social Security people adopted
a policy of nationalizing medicine and expanding the Welfare
State piecemeal. Self-employed workers were forced into the
system though Social Security lawyers contended in 1937, and
the Department of Justice used the argument before the Supreme
Court, that self-employed workers should not be covered because
they were self-supporting.

Then cash disability benefit payments were added. Now the
latest gimmick - and it is just that - is a small program for
hospital care for the aged. I think that every member of this
Committee knows full well that the ONLY thing Professor Cohen
is interested in at this time is having the social insurance me-
chanism recognized by the Congress as the vehicle for imple-
menting legislation to provide medical care controlled by the
Federal Government.

He has suggested a small bill to give hospital benefits without
medical care. The reason he is proposing this is that he wants to
be able to say "This is not socialized medicine. No doctor will be
involved." That is a perfectly foolish argument and he knows it.
In the first place, what most of the 65-plus group need is medical
care by a family physician in their homes or at the doctor's office.
The approach through hospital legislation is designed to bite off a
small part of the problem, but primarily to persuade Congress
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to put the program into the social insurance part of the Social
Security Act. Once the Congress authorizes one penny for one
old person under the social insurance mechanism, it is a foregone
conclusion that the country within a short space of time will adopt
a national compulsory health insurance program for everyone.
There will be no escape. And Professor Cohen is the man back
of his deal. You know that, too.

People all over the United States are worried about what is
happening in Washington. They do not like the confirmation of
some of the new appointees. The do not like the way appointees
are rushed through the Senate as Robert C. Weaver, Housing
Administrator, was rushed. But probably the most widespread
opposition is to this particular appointment.

A man with a record like Mr. Cohen's should not be permitted
to hold any Federal position, least of all one of such great power.
The bills he has drafted or aided in drafting have affected every
person in this country. They have affected the tax structure.
They have interfered with the free spending power of individuals
who are forced, many against their wills, to support a Socialist
Social Security System of which they do riot approve.

It would be a great and irreparable disservice to this Repub-
lic if the Senate Finance Committee should approve this ap-
pointment. The questions at issue in this case are subversion and
moral turpitude. I believe this man before you has already done
more damage to the country as a whole than any other man of
his time. Through the positions he has held and the power he
has wielded he has, more than anyone else, thrust the United
States into the world conspiracy not only for the nationalization of
medicine, but for the establishment of a Socialist form of Govern-
ment.

Patriotic Americans Urge You to Preserve the Republic

Patriotic and other organizations have asked me to present
their plea to this Committee that you disapprove this appointment
of Professor Wilbur J. Cohen to be Assistant HEW Secretary.
Surely the American people have a right to expect that the Senate
of the United States will protect them from a man like Professor
Cohen, The appointee to this high and sensitive post should, like
Caesar's wife, be above suspicion. Mr. Cohen is not above suspi-
cion. He has spent the major portion of his professional life -

more than a quarter century - in a twilight zone peopled by
espionage agents, Communists not in the underground, and Com-
munist fronters. He worked with, and relied upon, two lobbies
organized for the purpose of foisting national compulsory health
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insurance on the entire population of this country. One of these
lobbies was organized at the behest of the Communist Party, the
other was organized by a group two-thirds of the members of
which had tie-ins with Communist fronts on a Nation-wide basis.
These two lobbies for the nationalization of medicine had inter-
locking directorates, the head of each lobby being a member of the
other lobby. Communist control and influence in these lobbies
should not be overlooked.

Professor Cohen cannot extricate himself from his past. He
was one of a Triumvirate of Federal officials who were determined
to change our form of Government from a republic to a Socialist-
if not a Communist-State. His loyalty to our Government was
in question for many, many years. He was repeatedly investigated
by Federal Loyalty Boards and by the FBI. He has not publicly
repudiated the Communists with whom he worked and upon
whose help he relied. He has not severed connections with a
dubious past. Instead, he has subverted innocent and unsuspect-
ing groups, like the social workers and nurses, who looked to
him for professional guidance and help. He has courted the power
of organized labor through their unions.

Some of the Senators with whom Mr. Cohen worked sought
the support of outright Communist groups like the International
Workers Order and The Physicians Forum, Inc. Did Mr. Cohen
ever break with those Senators? Did he ever denounce the Inter-
national Workers Order, or The Physicians Forum, or the Commit-
tee for the Nation's Health?

Patriotic Americans want no part of a man like Mr. Cohen.
He has betrayed them. He has presented a false image of Social
Security. He is motivated by an overwhelming yearning for
power. Power over our tax structure. Power over the ways in
which individuals may spend their money, lead their lives, deter-
mine their destinies. His lust for power has ruined him as a
suitable candidate for any public office, in any university, in any
position of trust. We all know that "Power tends to corrupt;
absolute power corrupts absolutely." And it is absolute power
that Professor Cohen seeks.

He is not a man of integrity, of honesty, of incorruptibility.
Will the Members of this Committee augment his power, give a
rubber-stamp approval, and forfeit the trust of the American
people in the wisdom of your decisions? I urge you to consider
his record and the documentation before you. Your decision
should not be partisan, but rather one determined by your own
wisdom and sound judgment of what is best for the American
people.

I thank you for hearing me. That ends my testimony. I
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have a small additional appendix dealing with the question of
"socialized medicine," which I think it is unnecessary to read, but

which I should like to have incorporated as though I had read it.

I ask that the letters and telegrams which I have received be

incorporated in the record immediately following my biblio-

graphy. They are the voices of Americans who love this country
as it was founded and who desire to preserve the Republic and

Constitutional government.
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APPENDIX A

In President Truman's message of November 19, 1945, (House
Doc. 380 of the 79th Cong., 1st Sess.) appears this language:

"The American people are the most insurance minded people
in the world. They will not be frightened off from health in-
surance because some people had misnamed it 'socialized medi-
cine.' I repeat: What I am recommending is not socialized med-
icine."

A similar disclaimer is found in the Subcommittee Print of
Report No, 5, 79th Cong. 2d Sess., March 1946, on "Health In-
surance" issued by the Pepper Subcommittee. Here the language
is:

"Health insurance is often erroneously called 'socialized medi-
cine' or "State medicine.' As President Truman pointed out in
his health message, such a system is one in which the doctors are
employed by the Government. We do not advocate this. Nation-
al health insurance, which we do advocate, is simply a logical
extension of private group health insurance plans to cover all the
people."

The original disclaimer, put into President Truman's message
and later repeated many times, is entirely false. Of course com-
pulsory health insurance is "socialized" or "State" medicine.
Social Security officials have elected to state that the distinguish-
ing characteristic of socialized medicine is that the doctors are
employed by the Government. This is a bit of bureaucratic
semantics not related to lexicographic realities.

Webster defines State Socialism as a "form of socialism prev-
alent in Germany and Great Britain, which advocates using the
power of the state to equalize income and opportunity by measures
such as progressive income and inheritance taxes and compulsory
insurance against old age, unemployment, sickness, and accident
and by state administration of industries, public utilities, common
carriers, banking, housing, and the like."

Thus, by definition, compulsory health insurance is one of
the measures utilized by the State to equalize income and op-
portunity in countries having a State Socialist form of govern-
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ment. Indeed, compulsory insurance was an essential part of
the fiscal and regulatory machinery devised by Bismarck's eco-
nomic adviser, Professor Adolph Wagner.

Webster defines "State medicine" as "medical treatment pro-
vided or controlled by a government and subsidized by public funds."
Thus, the very essence of State medicine is that it shall be pro-
vided or controlled by government and subsidized by public funds.
That is exactly what social insurance medicine, or compulsory
health insurance, is. Webster does not say one word about
whether or not doctors are paid a salary. That distinguishing
characteristic was invented by Social Security officials, or Michael
M. Davis, or all of them together. In any event, whether paid by
capitation, or salary, or fee-for-service, if the payment comes from
public funds and if the government controls the services, State medi-
cine, or socialized medicine, is a reality.

Now where did this nonsensical term "social insurance" come
from? As the British Political and Economic Planning Group
(PEP) said years ago: "It is neither social nor insurance."

Bismarck's economic adviser, Professor Wagner, had his own
ideas about how to handle the rising demands of the German
people for better wages and more social services. He also had
ideas about taxation. Despite bitter opposition in the Reichstag,
Bismarck, aided by Professor Wagner, pushed through a series of
State insurance laws in the 1880's. It has been said that Bismarck's
aim was, "first to muzzle the official Social Democrats, and then,
by a series of small bribes, to wean the proletariat from their ad-
herence to revolutionary principles." (29, p. 107)

Bismarck translated into law the theories of the man who
is credited with having done more than anyone else to give to
State Socialism its "scientific form and scientific foundation."
Professor Wagner's social philosophy and total program for State
control were outlined in an article published in 1887 in which he
advocated public ownership of banking, insurance, communica-
tions, and utilities, and State "insurance against sickness, incapac-
ity, and old age." He likewise proposed and justified a new
scheme of taxation that would not only serve the legitimate pur-
pose of raising revenues but would at the same time fulfill the
purpose of what he called "regulative interference."

This "interference" was to operate by regulating first the
distribution of income and wealth, and second, the purchasing
power and living habits of the "lower classes." The latter form
of "interference" was to be accomplished by "administrative
measures, and eventually by compulsion." Wagner stated, "This
two-sided policy of taxation I call social. The second side here
advanced ... is based, as concerns the mass of the population,
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the lower laboring classes, on the assumption that in the truest
interests of the nation a guardianship may and must be exercised
over the national consumption or over the application of income
to personal purpose." (6, pp. 156-158.)

These "social" insurance laws, thrown as a sop to the Socialist
Cerberus, were acclaimed as "the high-water mark of Germran
State Socialism." Designed to quiet the complaints of the Social
Democrats and at the same time to ease the burden on the local
governments for care of the sick poor, they were preeminently
political and economic devices rather than health measures. The
law of sickness insurance was passed without the professional
advice of health and medical experts and physicians; and ad-
ministrative control was placed in lay hands.

Bismarck, it is to be remembered, was hard-pressed for
funds. He was seeking new sources of revenue. In the guise of
what he called "practical Christianity" (Speech delivered by
Bismarck, April 2,1881, The German Classics, Vol. X, 1914, pp. 221-
243.) he induced the Reichstag to approve his new plan for taxing
the workers, thereby making them shoulder the burden of most
of their own poor relief. In return for their acceptance of the
principle of "compulsion" and of control by a powerful bureau-
cracy, the "lower classes" were promised certain pitifully small
and limited benefits which they might claim as a "right."

German sickness insurance was financed by payroll taxes on
employers and employees, with the workers, until as late as 1934,
paying two-thirds of the cost. The Government provided the
compulsion and interference; labor and management footed the
bills. The doctors were squeezed between the upper and nether
millstones of regulation and interference.

The advocates of compulsory health insurance have recently
criticized the medical profession for adhering to nineteenth cen-
tury ideas about the provision of medical care. It should be real-
ized that what the Triumvirate-Altmeyer, Faik, and Cohen-has
been advocating is Bismarekian, nineteenth century compulsory
health insurance. There is nothing new about their proposals for
a "New Frontier." There is nothing American about it or about
the payroll tax which was not invented by the late Beardsly Ruml,
as some have claimed.

The whole idea back of these so-called social insurance laws
is to foist State Socialism and the Welfare State upon this Repub-
lic. What the planners seek is control over the population, over
their spending habits, and over the tax structure. In 1938, the
economists Loucks and Hoot, analyzing capitalism, Socialism, and
Communism, said:

"Every socialist program advocates a comprehensive scheme
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of social insurance, in the interest of economic security for the
individual...

"Without denying that systems of social insurance might be
established and operated successfully under an economy essenti-
ally capitalistic in nature, the socialist argues that the efficient
operation of a comprehensive scheme of social insurance is pos-
sible only under socialism. Only under the centralized and plan-
ned control exercized by such a system could the necessary co-
ordination be developed among wages, contributions, and benefits,
between the payment of benefits and the offering of opportunities
to work, and among the various forms of benefits. Moreover, the
socialist contends that the cost of protecting the individual against
the uncertainties of income which lies outside his control should
be borne by society as a whole, in the manner least costly to the
group as a whole. To distribute the costs in this manner requires
a fusing of incomes and accounts held to be impossible under a
capitalistic economic system. For these reasons, all modern
socialistic programs advocate schemes of social insurance .

(Emphasis mine. Loucks, William N., and Hoot, J. Weldon, "Com-
parative Economic Systems," 1938, p. 347.)

This analysis, published 23 years ago, presages what has been
occurring in the United States in establishing a Socialist program
legalized by the Social Security Act.
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PLEAS FROM PATRIOTIC AMERICANS URGING THAT
WILBUR J. COHEN SHALL NOT BE CONFIRMED AS ASSISTANT

SECRETARY OF HEALTH, EDUCATION, AND WELFARE*

I shall list a few of the organizations which wrote or telegraphed me
urging me to represent them at the Senate Finance Hearings and to
oppose this appointment.

American Academy of General Practice, 27,000 members, the family
doctors of the Nation

DAR, Angleton, Texas
Cradle of Texas Chapter of Daughters of the Republic of Texas
Klanath County Chamber of Commerce, Klamath Falls, Oregon
Chairman, Legislative Committee of Georgia State Nurses Associa-

tion
Congress of Freedom, Inc., Omaha, Nebraska
Chapter 93 John Birch Society, Santa Barbara, California
The Tarrant Texans for America, Fort Worth, Texas
Chapter 85 John Birch Society, Fort Worth, Texas
Indiana Health Underwriters Association, Indianapolis, Indiana
Property Owners Association, Taxpayers, Inc., and Ohio Education

Council, Columbus, Ohio
Individuals for Freedom, Summit, Mississippi
Citizens for Freedom, Houston, Texas
Constitution Society of Ohio and Affiliates, Columbus, Ohio
Watch Washington Club of Columbus and Central Ohio
The Forty Niners, Indianapolis, Indiana
Central Ohio Academy of General Practice, Columbus
American Legion Post No. 581, Dallas, Texas
The Board of the Dallas Federation of Women's Clubs
Utica Mutual Insurance Company, N.Y.
Cowley County Medical Society, Winfield, Kansas
Granger Studio, Tallahassee, Fla.
Aid Association for Lutherans, Appleton, Wisconsin
Maricopa County Pediatric Society, Phoenix, Arizona
Scott Ernest Company, Realtor, Houston, Texas
Federation for Constitutional Government, New Orleans, La.
Roentgen Diagnosis, Radiation, and Isotope Therapy, Denver,

Colo.
The Dade County Coalition, Miami, Florida
Scott Radiological Group, St. Louis, Mo.
American National Insurance Company, Galveston, Texas
Washington National Insurance Company, Evanston, Illinois
We, The People, Chicago, Illinois
Minnesota Commercial Men's Association, Minneapolis, Minn., Paul

Clements, President
Top of Texas Medical Society, Borger, Texas
Harris County Chapter, Association of American Physicians and

Surgeons, Houston, Texas
Santa Barbara County Chapter of AAPS, California
Coleman Clinic, Canton Illinois
Tarrant County Medical Society, Fort Worth, Texas

I have received telegrams and letters from individual citizens in
Hawaii, Louisiana, Iowa, Massachusetts, New Jersey, North Carolina,
South Carolina, Florida, Texas, Connecticut, Georgia, Nebraska, Wash-
ington, Oregon, California Illinois, Ohio, Michigan, Arkansas, Maryland,
Virginia, Pennsylvania-all across the country, asking me to oppose this
appointment and to present my documentation. This is the Voice of
America urging that the Republic be preserved and that the course of
Welfare State expansion be blocked. This is the Voice of America asking
that the Senate of the United States shall not confirm the appointment of
Wilbur J. Cohen.

0 This page is not in my testimony, but indicates the kind of organizations which wrote and
telegraphed me. There are over 300 messages which I expect to insert in the hearings.
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(Dossier submitted by Dr. Shearon follows:)

DOCUMENTATION SUPPORTING TESTIMONY BEFORE THE SENATE FINANCE COMMITrEE
ON TIE APPOINTMENT OF WILBUR J. COIIEN To BE ASSISTANT SECIa,'rARY OF
IHEW, I1.xVF.,ED BY MARJORIE 5I F.AP.ON, EDITOR, CIIALLENGE TO SOCIALISM, 1961

1. "Investigation of Un-American Propaganda Activities in the United States,"
committee print, appendix, part LX, Communist Front Organizations With Spe-
cal Reference to the National Citizens political Action Committee, Special
Committee on Un-American Activities, House of Representatives (78th Cong.,
2d seas., on H1. Res. 282, 6th sec., 1944, pp. 1684-1688). ("Washington Commit-
tee for Aid Io China.")

2. "China A!d Council," (Loce. cit., 1944, pp. 1484-1493).
3. "Principles of a Nationwide Health Program, Report of the Health Program

Conference," published by the Committee on Research in Medical Economics,
November 1944, 34 pages.

4. Letterhead of the Physicians Forum, Inc., August 27, 1945.
5. .Minutes of ineeting of the Physicians Forum, Inc., November 15, 1945.
6. President Truman's health plan, 192 persons sponsor and pay for ad In

newspapers, Devember 4, 1%45.
7. Lobbying activities of the Physicians Forum, Inc., January 20 and 27,

1946.
8. "Health Plan To Cover Everyone In Nation Urged by Dr. Parran," at meet-

Ing of ('ommunist-dominated National Lawyers Guild. I. S. Falk, Director of
Research and Statistics, Social Security Loard, and Robert K. Lamb, legisla-
tive representative of the United Steelworkers of America (CIO), also addressed
the meeting. Washington Post, March 8, 1946.

9. Original letterhead of the Committee for the Nation's Health, Inc., April
12, 1946, showing on reverse side 166 charter members with 92 having sub-
versive citations.

10. "War Doctors' Worries Discussed at Meeting of Physicians' Forum," the
Evening Star, Washington, I).C., June 7, 1946.

11. "Health Insurance," interim report from the Subcommittee on Health and
Education to the Committee on Education and Labor, U.S. Senate, pursuant to
,Senate Resolution 02, Subcommittee Report No. 5, 79th Congress, 2d session,
July 1946.

12. "Two Groups Selected To Launch 5-Year Hospital Program," the Washing-
ton Post, September 12, 1946. Michael I. Davis, organizer of the Commmittee
for the Nation's Health, Inc., lobby, named to the Federal Hospital Council
under the Hill-Burton Act.

13. "At Last * Here's a Bill for You!" ad In Daily Worker, Sunday
May 25, 1947, by Communist International Workers Order.

14. "Interim Report on Hearings Regarding Communist Espionage In the
U.S. Government," investigation of un-American activities In the United States,
Committee on Un-American Activities, House of Representatives, 80th Congress,
2d session, Public Law 601, August 28, 1948.

15. "Administration Plans for Nationalization of Medicine, Emanating From
the House of Falk and Davis," chart compiled by Marjorle Shearon, 1947, re-
vised June 1, 1949. Prepared to accompany testimony on H.R. 4312, 81st Con-
gress, 1st session, by Marjorle Shearon, editor. June 7, 1949.

16. Letterhead, Committee for the Nation's Health, Inc., June 27, 1952.
17. Officers of the Committee for the Nation's Health, Inc., 1946-52.
18. Interlocking subversion in Government departments. Report of the Sub-

committee To Investigate the Administration of the Internal Security Act and
Other Internal Security Laws to the Committee on the Judiciary, U.S. Senate,
83d Congress, 1st session, on Interlocking Subversion in Government Depart-
Inents, July 30, 1953.

CtARLES KRAMER (KREvrrSKY), espionage agent (pp. 2, 5, 20, 34) (testi-
mony at hearings, pp. 327, 339, 366, 371).

NATHAN GREGORY SILVERMASTER, espionage agent. (pp. 2, 3).
JOHN J. ART, espionage agent (pp. 2, 5, 33, 34).
NATHAN WITT, espionage agent (p. 5).
LEE PRESSMAN, espionage agent (p. 5).

I
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INVESTIGATION OF UN-AMERICAN PROPAGANDA ACTIVITIES IN THE
UNITED STATES

Special Committee on Un-American Activities, House of Representat lives,
Seventy-eighth Congress, Second Session, on House lte;solution 2,82, to investi-
gate (1) thi extent, character, and objects of un-Amerlean propaganda
activities in ihe United States, (2) the diffusion within the United States of
subversive and un-American propaganda that is instigated from foreign coun-
tries or of a domestic origin and attacks the principle of the form of govern-
meit as guaranteed by our Constitution, and (3) all other questions in relation
thereto that would aid Congress in any necessary remedial legislation

COMNM ITTEE1 PRINT

APPENrDIX--PAUT IX: (OMMUNIST FRONT (ORGANIZATIONS, WITH SPECIAL
REFERENCT TO THE NATIONAL CITIZENS POLITICAL, ACTION COMMITTEE

SIXTH SECTION

WAS11INGTON COMIttiEE FOit ArD To (11IINA

The Washington Committee for Aid to China was affiliated with the China Aid
Council. For the Communist character of the China Aid Council, see the index
for references to that parent organization.

On exhibit No. I it will be noted that Frederick V. Fiell was one of the featured
speakers of tlie Washington Committee for Aid to Chinlit. Field, according to
this announcement, was officer in three other Conmunilst-front enterprises,
namely, Amerasia, the Institute of Pacific Relations, and the American Peace
Mobilization. In his speech (see exhibit No. 2), Field urged "the withdrawal
of aid from England.!' It should le remembered, in this connection, that Field's
spc,chl was delivered (February 11, 1941) during the period of the Stalin-Ilitler
pac when the Communists in this country-and the world over-held that Eng-
land's side in the war was in no way preferable to that of Hitler's Nazis.

The China Aid News, a monthly bulletin pIblished by the Washington Com-
mittee for Aid to China, carried on energetic propaganda for the Communists In
China.

On August 7, 1941, a subcommittee ot the Special Committee on Un-American
Activities took extensive testimony on the Communist control of the Washington
Committee for Aid t. China. It was, for example, established by original docu.
mients that the Washington Committee for Aid to China had entered into a typical
Communist maneuver with the National Negro Congress in a concert given by
Paul Robeson at the Uline Arena in Washington, D.C., April 25, 1941. Not even
the executive committee of the Washington Committee for Aid to China was
apprised of the arrangement entered Into by Its leaders whereby the National
Negro Congress was to share 50-,50 in the proceeds froln the Paul Robeson con-
cert. Consequently, two different sets of advertising matter for the Itobeson
concert appeared. One set said "Paul Robeson sings for China at the Uhine
Arena, Friday evening, April 25, sponsored by the Washington Committee for
Aid to China." The other set, obviously designed for distribution among
Negroes, said "Paul Robeson sings for the Negro people at Ullne Arena, Friday
evening. April 25, under .the auspices of the National Negro Congress." (For
a transcript of the testimony on the Washington Committee for Aid to China,
see executive hearings, Special Committee on Un-American Activities, pp. 2361-2390.)

The research staff of the Special Committee on Un-American Activities pre-
pared a tabulation showing the extensive Interlocking of personnel of the Wash-
Ington Bookshop, the Washington Committee for Democratic Action, the
American League for Peace and Democracy, the Washington Committee for Aid
to China, and other Communist-front organizations. As Introduced into testi-
mony on August 7, 1941, that tabulation was as follows:

"Mr. MANDEL. The first on my prepared list is Frederick A. Blossom, also
known as F. A. Blossom. He lives at 125 Fifth Street NE., and Is employed by
the Library of Congress.

"He is a member of the Washington Bookshop; Washington Committee for
Democratic Action; translator, the Toiler; member, American League for Peace
and Democracy; member, League of American Writers; member, Nonpartisan

67514-61- 18
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Committee for the Reelection of Congressman Vito Marcantonlo; and a member
of the Washington Committee To Aid China.

"Charles Bragman, Post Office Box 236, Franklin Station, is employed by the
Railroad Retirement Board. Ile is a member of the Washington Committee for
)emocratic Action; member, American Ieague for Peace and Democracy; and

a member of the Washington Comnmittee To kid China.
-L. 1). Brandeis, 2205 California Street NW., Asso.late Justice, U.S. Supreme

Court, retired. le is a member of tile Washington Bookshop and tile Wash-
ington Coimmittee To Aid China.

"eon J. Brodsky, also known as IL. J. Brodsky, 1-KM It Street NW., is a
member of the Washington committee e for Democratic Action, the Washington
Committee To Aid China, and sent greetings to the Soviet Union Sunday
Worker.

"PHil Brown. also known as Phillip Bi-own, live, tat 26 Et|t Crewent Road,
Box 883. Greenbelt, Md.. and 1713 I Street, NW., employed by the Farm Security
Administration. lie is a member of the Washington Committee for Democratic
Action, a member of tile American League for Peace and I)emocracy, a melumber
of the Washington Bookshop, a member of the Washington Committee To Aid
'hina.

"Eva Budd, alias Eva Budtinowlz, lives at. 1630 It Street NWV., and is a mem-
ber of the Washington Bookshol; a member of the Washington Committee for
I)emmo.ratic Action; a member-at-large of the executive committee American
League for Peace and Democracy, Washington Branch ; secretary, National Fed-
erathon for ('onstit utional Liberties; member, Provisional Committee for a
Washington Committee for Democratic Rights, and a member of the Wash-
ington committeee To Aid China.

"('harlotte Burns. 1305 10th Street NWV.; clerk, Post Office )epartment; Is a
member of the Washington Committee for )emocratic Action; a member of tile
Washington Bookshop; publicity chairman, Washington Comnittee To Aid
China; member, American League for Peace and I)nmoeracy, and a member of
the Washington Committee To Aid China.

"Wilbur J. Cohen, New Cut Road. Rural Free Delivery No. 3, Bethesda, Md.,
employed by the Social Security Board, is a member of the Washington Com-
mittee for I)emo.ratih Action, member of the Washington Bookshop, and a
member of the Washington Commijttee To Aid China.

"Mrs. Lyle Cooper, also Mrs. Helen A. ('ooper, 4931 Butterworth Place NW.,
is employed In the )epartment of Labor. She is a member of the Washington
Committee for democraticc Action; member of the American League for Peace
and Democracy; member, Washington Committee for Aid to China, and a melu-
ber of the Washington Bookshop.

"Bertram l)iamond, 3620 16th Street NW. and 2138 F Street NW., is a melh-
ber of the Washington Committee for Democratic Action and a member of thu
Washington committee e for Aid to China.

"il. 11. Douglas, also Henry H. Douglas, 1622 18th Street NW. and 2010 0
Street NW., is employed in the Library of Congress. lie is a member of tht
Washington Comnmittee for Democratic Action. a member of the American League
for Peace and Democracy, and a member of the Washington Committee for Aid
to China.

"Tilford E. Dudley, 2010 Kaloramit Road NW., employed as an examiner by
tile National Labor Relations Board, is a member of the Washington Committee
for LDemocratic Action, a member of the Washington Bookshop, and a member
of the Washington Committee for Aid to China.

"Willard Friedman, also Willard Freedman, 5740 Colorado Avenue NW. and
2019 North Smythe, Arlington. Va., Is an economist in the Department of Labor.
lie is a member of the Washington Committee for Democratic Action, a member
of the Washington Bookshop (Mrs. Friedman), and a member of the Wash-
ington Committee To Aid China.

"Alexander Gll, 2656 15th Street. NW., is employed as an analyst, Social
Security Board. He is a member of the Washington Committee for Democratic
Action, a member of the American League for Peace and Democracy, and a
member of the Washington Committee for Aid to China..

"Sarah Ginsberg, 3051 Idaho Avenue NW. and 3000 39th Street NW., is em-
ployed as an economist, Department of Labor. She is a member of the Wash-
ington Bookshop, a member of the Washington Committee for Democratic Action
and a member of the Washington Comumitte for Aid to China.

"Anna Goodman, also Ann Goodman, also Mrs. Ben Allen, 2225 N Street NW.,
is employedI in the General Accounting Office. She is a member of the American
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IJeague for Peace and Deiltcracy ; a imnember of tile W\ashington Comnittee for
l)elnlKrattic Action, and a meIember of tihe \Vashington Comutilttee to Aid China.

"hlbert (reenberg, also It. Greenelrg, 1619 17th Street N . is employed as
at econoslit, Delirtitent of Ialtmr. lie is it ineilier of the Washington
liookshop; mnemlber of the Washington Committee for Inocratic Action; is a

member of the American League for Peace and Democracy; sent greetings,
Daily Worker, .th anniversary id is a member of the Washington ('Onnittee
for Aid to ('hina.

"Leroy lHalbert, 1430 Park Road NW., is a ineinber of the Washington Comi-
mittee for Demicnratic Action: i member of the Washington lhookshop, and a
nmemi ber of the Washington Committee for Aid to ('11na.

"Robert Handschin, also Robert llandschen, 9W) Randolph Street NW. and
4225 2d Road, Arlington, Va., is member of the Vashington Comittee for
l)enloxratl. Action ; Is at inemiber of the %Vashingtoln Bookolj) ; and Is a iienber
of the Washington ('ommuittee for Aid to China.

"Seymour H. Howard, 1721) 19th Street NW., is a member of the Washington
Bookshop, 1s a mnemiber (if the Washington committee e for Democratic Action.
and is a member of the Washington ('ommit tee for Aid to 'hina.

"Dorothy Jacobson, 736 22d Street, NW., is it nmelber of the Washimgton
Bookslhop; is a member of the Washington ('otmilttee fer Aid to ('huna ; bulletin
chairman of the Washington Comtittee for Aid to China, is a delegate from
UFWA to Washington Committee to Aid ('hina.

"Madeline Jaffe, 3020 Tilden Street, NW., 1801) Mintwoodl Place, is employed
as a statistician in the Department of Agriculture. She is a itmemimlier of the
Washington committee e for Demotcratic Aetion, is a menlker of the Washington
Bookshop, a member att large, executive council of Washington ('onunittee for
Aid to China, ( a iteuimher of the Washington committeeee for Aid to China.

"Mercer Johnson, also Mercer (. Johnston, 1233i Madison Street NW., and
2015 single Roatd. is einployed as a1 IIEA assistant division director, I)eimart-
ntent of Agriculture. lie is a member of the Washington lBookshop, is a mmnber
of the Washington Ctommittee for I kemocratic Action; Is a member of tie
American League for Peace and )enocracy ; and is a meniber (if the Washington
Cotunittee for Aid to China.

"Anna Louise Jones, 1312 18th Street NW., is employed as a stenographer
in the Department of Labor and is secretary of the UFWA Local Labor No. 12.
She Is a member of the Washington Committee for Deniocratlc Action, is a mem-
ber of the American League for Peace and democracy , and is a member of the
Washington Committee for Aid to China.

"Ogden Keller, also Ogden A. Keller, 310 East-West Highway, Chevy Chase,
Md., is employed in the Library of Congress. He is a member of the Washington
Committee for Democratic Action, Is a member of the American League for Peace
and Democracy, is a member of the Washington Bookshop (Mrs.). and is a
member of the Washington Committee for Aid to China.

"Mrs. Ogden Kelley, also Mrs. Ogden A. Kelley, 310 East-West highway,
Chevy Chase, Md., 2300 California Street NW., is a lawyer, Senate Interstate
Commerce Committee. She is a member of the Washington Bookshop, a mem-
ber of the American League for Peace and Democracy, and a member of the
Washington Committee for Aid to China.

"M.urlel R. Koenigsberg, 3380 Fort Stevens Drive NW., is employed by the
Civil Service Commission She is a member of the Washington Committee for
Democratic Action; is the executive secretary, Washington Committee for Aid
to China, and a member of the Washington Committee for Aid to China.

"Hunter AMorrison, 2019 0 Street NW., 1713 Riggs Place NW., and 1406
Hopkins Street NW., is employed in the Departnent of Agriculture. He is a
member of the Washington Bookshop, is a member of the Washington Commit-
tee for Democratic Action, and Is a member of the Washington Committee for
Aid to China.

"David B. McCalnont, Jr., also D. h3. MeCaltuont, Jr., 1015 New Hampshire
Avenue NW., attorney, National Labor Relations Board. Ile is a member of
the Washington Bookshop, is a member of the Washington Committee for Demo-
cratic Action, Is a member of the American League for Peace and I)emocracy,
and is a member of the Washhgton Committee for Aid to China.

"Michael H. Naigles, also M. H. Naigles, 3649 Veazy Street NW. lie is a
member of the Washington Committee for Democratic Action; is a member of
the American League for Peace and Democracy; chairman, finance committee,
American League for Peace and Democracy, Washington branch; and is a mem-
ber of the Washington Committee for Aid to China.
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"Eleanor Nelson, also Eleanor Robinson Nelson, 532 17th Street NW. and
700 Thayer Avenue, Silver Spring, Md. She is a member of the Washington Com-
mittee for Democratic Action; is secretary-treasurer of the United Federal
Workers of America; discussion leader, National Negro Congress; speaker,
Washington Labor Peace Committee; member of Woman's Trade Union League;
a member of the Washington Committee To Aid Spanish Democracy; United
Federal Workers; Communist Party; Socialist Party; and is a member of the
Washington Committee for Aid to China.

"Gall Richter, 4111 Third Road North, Arlington, VR. She is a member of the
Washington Committee for Aid to China and is a member of the Washington
Bookshop (Irving).

"Selma I. Rein, also Mrs. David Rein, 1737 New Hampshire Avenue NW.,
employed at National Labor Relations Board. She is a member of the American
League for Peace and Democracy, is a member of the Washington Committee To
Aid China, is a member of the Washington Committee for Democratic Action,
and is a member of the Washington Bookshop.

"Isadore Salkiad, also Isadore Salking, Everglades Apartments, 2223 H Street
NW., analyst, Department of Agriculture, Member, Washington Bookshop;
member, Washington Committee for Democratic Action; member, American
League for Peace and Democracy, and a member of the Washington Committee
for Aid to China.

"Mary Scherr, 2127 California Street NW., Apartment 001. Clerk, Department
of Agriculture. Member, Washington Committee for Democratic Action; member
American League for Peace and Democracy; and a member of the Washington
Committee for Aid to China.

"Helen Silvermaster, also Helen P. S Lvermaster, Mrs. N. Gregory Silvermaster,
5515 30th Street NW. Member, WaW.ngton Committee for Democratic Action;
member, Washington Bookshop, ar." a member of the Washington Committee for
Aid to China.

"Morton Stavis, Seven Locks Road, Bethesda, Md, and Route No. 3, Bethesda,
Md. Attorney, Federal Security Agency. Member, Wasbington Committee for
Democratic Action; member, Washington Bookshop; signer of telegram against
conscription, Lawyesrs Committee To Keep the United States Out of War, Emerf-
gency Peace Mobilization; candidate for delegate to national convention of
National Lawyers Guild; member of Washington Committee for Aid to China.

"George Slaff, also George B. Slaff, 1640 Rhode Island Avenue NW. Federal
Prisons Commission, Federal Power Commission, Securities and Exchange Coin-
mission. Member, Washington Bookshop; member, Washington Committee for
Democratic Action; member, American Lreague for Peace and Democracy;
sponsor, Washington Committee for Democratic Action; member, National Law-
yers Guild; candidate for delegate to national convention of National LawyerS
Guild; member, Washington Committee for Aid to China.

"Horace Truesdale, also Horace W. Truesdale, 1930 K Street NW. Coordina-
tor, Department of Agriculture. Member, American Ieague for Peace and Democ-
racy; chairman, executive committee, Washington Committee for Aid to China;
member-at-large, executive council, Washington Committee for Aid to China,
member, Washington Committee for Democratic Action; member, Washington
Committee for Aid to China.

"Oscar J. Vago, 4117 North Fourth Street, Arlington, V. Engineer, Treasury
Department ,Member, Washington Bookshop; member, Washington Committee
for Democratic Action; member, American Iegue for Peace and Democracy,
and a member of the Washington Committee for Aid to China.

"D. N. Wheeler, also Donald N. Wlheeler,: 4118 Third Road, Arlington, Va.
Junior economic analyst, Department of Agriculture. Member, American League
for Peace and Democracy; member, Washington Committee for Democratic
Action; member, Washinigton Bookshop; and a member of the Washington
Committee for Aid to China.

"George Wheeler, also George S. Wheeler, Vienna, Va. - tononist, DepArt-
ment of Labor. .Member, Washington Bookshop; member-at-large, execUtiVe
council, Washington Committee for Aid to China; member, Washington Com-
mittee for Democratic Action ; member, American League for Pence and Democ-
racy, and a member of the Washington, Committee for Aid to China.

"Ernest Wolfe, also Ernest J. Wolfe, 421 College Avenase, College Park, Md.-
1834 Eye Street NW. Social Security Board. -Member, WitohIngton Rookshop;
member, Washington Committee for Democratic Action: member, . American
League for Peace and Democracy, and a member of the Washington Committee
for Aid to China.
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"Ielen Wood, 1916 G Street NW. Department of Labor. Member, Washing-
ton Committee for Democratic Action; member, American League for Peace andi
Democracy, and a member of the Washington Committee for Aid to China.

"Arthur I. Wyman, 1308 16th Street NW. Analyst, Department of Labor.
Member, Washington Committee for Democratic Action; member, American
League for Peace and )emocracy, and a member of the Washington Committee
for Aid to China.

"Sidney Rapke, 3204 Otis Street, Mount Rainier, Md. Clerk, Department of
Labor. Member, American League for Peace and )emocracy; member, Wash-
ington Committee for Aid to China.

"Samuel Koenigsberg, 1380 Fort Stevens Drive NW. Attorney, Securities and
Exchange Commission. Member, Washington Bookshop; member, Washington
Committee for Democratic Action; member, American Ieague for Peace and
Democracy, and a member of the Washingtom Committee for Aid to China.

"Mrs. Donald Wheeler, also Mary Wheeler, 4118 Third Street, Arlington, Va.
Member, Washington Bookshop; member, Washington Committee for Democratic
Action; member-at-large, executive council, Washington Committee to Aid China.

"Charles Coe, Washington Committee to Aid China, member-at-large, executive
council; leaflet, China Aid News, June 1940.

"Charles J. Coe, member, American Peace Mobilization, s;gner of call, call to
American People's Meeting, New York City, April -6, 1941; member, Washing-
ton Comntpttee for Democratic Action, 327 Willard Avenue, Friendship Heights,
D.C."

EXHtnIT No. 1

{1HWPMENTS TO JAPAN
STO P tAI w~ a A~ ounso N

Does the United States have a Far Eastern policy?
Are wo now aiding China or Japan?
How effective are U.S. loans to China?
What should be America's aims in the Far East?

HEAR a lively discussion of thesc questions by

Owen J. Lattimore, Author of Inner Asian Frontiers of China; Director of the
S hool of International Affairs, Johns Hopkins

Frederick V. Field, Editor of Amerasia; Bard of Trustees 0f- the Institute of
Pacific Relations; Executive Secretary, Americafi Peace MobilizAtion

Mortimer ra.Ves, "Administrative' Secretary, American Council of Learned
apcletles; Chairman; Wasbington Committee for Aid to China '

TUesday ,F*e., February 11, at 8:15 P.M., First Baptist Church, 16th and 0 Sts.,
NW.

Admission 250

,.Washngton Committeefor Aidto China

1410'H RNW.-f- Epublle 0865

-. ExrBiT No. 2,

LAZNIMORZ, FIEU) SPEAK AT MEETINo

Before an aiudlence of 800 persons, tv7 outstanOing authoritiepejtir, quite
different views on the war In the Far last. They, we in agreement, however,
in condemming American foreign policy toward China anot In urging the support
:f theOhIneWe pe.ple.,

hi. two men, Owen t,~ Iatthiuore an4 ,Vrederick V. Vleld,,were the principal
speakersoat a meetingsponsore4 by- the WAshlngtopi Committee for Aid to Om~ni
at the First laptist Church last month. Dr. Lattimore, director of the School
of International Affairs at Johns Hopkins, claimed that this country, although
pledged to become the "arsenal of democracy," has, in fact, been the "arsenal of
aggression". Despite the lack of assistance from the democracies, China has
held her ground amazingly well.
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Will W. Alexander, Chicago
E. W. Bakke, New Haven
Solomon F. Bloom, New York
Ernst P. Boas, M.D., New York
J. Douglas Brown, Princeton, N.J.
Allan M. Butler, M.D., Boston
Hugh Cabot, M.D., Boston
Dean A. Clark, M.D., Washington
Michael M. Davis, New York
I. S. Falk, Washington
Nathaniel W. Faxon, M.D., Boston
Channing Frothingham, M.D., Boston
Frans Goldmann, M.D., New Haven
Herman A. Gray, New York
Alan Gregg, M.D., New York
William Haber, Ann Arbor, Michigan

Basil C. MacLean, M.D., Rochester,
N.Y.

Gerald Morgan, Hyde Park, New York
Frederick 1). Molt, M.D., Washington
George St. J. Perrott, Washington
John P. Peters, M.D., New Haven
Kenneth 1. Pohlhuann, Washington
Kingsley Roberts, M.D., New York
Barkev S. Sanders, Washington
Gertrude Sturges, M.D., Wakefield,

R.I.
Florence C. Thorne, Washington
J. Raymond Walsh, Washington
C. H. A. Winslow, New Haven
Edwin E. Witte, Madison, Wisconsin

This report, by Its 29 sponsors, is published with the cooperation
of the Committee on Research in Medical Economics. Through the
committee, arrangements were made for the meetings of the Con-
fernce and of subcommittees, in the autumn of 1943 and 1944.

The expenses of the Conference and of this lublication were met
by gifts contributed for this purpose. The sponsors acknowledge
with appreciation the generosity of these donors.

PRINCIPLES OF A NATIONWIDE IIEALTHI PROGRAM

It is however feasible and desirable to start wit h broad coverage. The serv-
ices available will be at least as good in each area as those to which the pop-
ulation of that area has been accustomed. Furthermore, broad coverage would
stimulate the Improvement of facilities and personnel, and therefore of the
quality of care.

A national health program should therefore include, in its coverage, all or
most of the population. If the health program Is established as part of a gen-
eral system of social security, this system should Include all Insured employed
and self-employed persons and their families, and Indigent and other persons
who, because of employment or income status, are not directly eligible to the
Insurance system.

Among such persons are those who are legally dependent on State or local
governments, or who receive federally supported assistance, or who for other
reasons are ineligible for social insurance benefits when they require medical
care. Such persons should as far as possible obtain medical services from
the same sources and under the same conditions as beneficiaries of the insur-
ance system. Payment should be made In behalf of these persons by the local,
State, or national agencies responsible for them.

There is at present a tendency for a double system ot medical care to develop:
(1) a poor-man's system supported by taxation, under welfare departments and
other governmental auspices, and restricted to indigent and other needy per-
sons; (2) an insurance system for employed persons and their families, sup-
ported by payments from them and sometimes from their employers also.

The second group Is potentially very much the larger. Medical efficiency and
economy and general social considerations are against a double and in favor
of a unified system.

Finances: The chief support of a nationwide system of medical care should
be contributory insurance required by law, with the amounts of payment front
employees, employers, and self-employed person., related to the earnings of the
contributors, combined with support from general taxation.

It is considered by some that general taxation provides a more flexible and
theoretically more desirable method of distributing the costs of medical care
.among large groups of people and over a period of time. An Income tax ear-
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marked for medical purposes has been suggested. As a practical program, how-
ever, primary use of the contributory principle Is recommended for financial
and other reasons.

One member wishes to emphasize his belief that the insurance method is for
those employed and self-supporting, and the taxation method for those who are
not employed and who need assistance.

As stated previously, the insurance principle, applied to medical costs involves
the utilization and organization of expenditures to which the people are already
accustomed. Furthermore, the contributory principle makes service a right and
dissociates It from the onus of charity. If the nationwide health program is
associated with the other branches of social security, coverage for the medical
services can be made identical with, or broader than, coverage for old-age and
survivors insurance, with no additional machinery or expense required.

We agree with the recent statement of the International Labour Office, that
medical care should be "provided without qualifying conditions as to payment
of contributions or taxea and without means te'it." Tax-supported medical care,
however, is associated with dependency in the minds of most people in this
country. The extension of tax-supported medical care would have to proceed
gradually for financial and political reasons, and would be likely to proceed
from dependent and low-income groups upward, and to be held back at each
stage by demands from sections of the public and of the medical profession for
an income limit and a means test. Broad coverage can be more effectively
maintained through the contributory principle.

THE PIIYSICIANS FORUM, INC.*
New York, N.Y., August 27, 1945.

DEAn FRIEND: The Physicians Forum is glad to send you the enclosed copy
of a new pamphlet, For the People's Health. This pamphlet, on the all-
Important issues of the Wagner-MNrray-Dingell bill, is one which we believe you
will want to read and help to distribute. It tells the facts about the health
needs of the American people and how they can best be met.

Enclosed also is a copy of a summary of the provisions of the Wagner-Murrmy-
Dingell bill.

A complete analysis of the health provisions of the Wagner-Murray-Dingell
bill will soon be available aiti -,nay be ordered from this office.

For the People's Health was prepared by Pamphlet Press, a division of Reynal
and Hitchcock, and is illustrated by Crockett Johnson, noted artist. You may
order small quantities of the pamphlet from this office, free.

An organization may make arrangements to issue For the People's Health
with its name and statement on the back cover, in quantities of 5,000 or more.

The Physicians Forum is also prepared to assist you or any organization
Interested in promoting passage of the Wagner-Murray-Dingell bill by furnish-
Ing press releases for local newspapers, recommending speakers for conferences
or mass meetings and in other ways. We hope that you will call on us for help.

Sincerely yours,
ERN T P. BOAS, M.D.,

Chalrmati.
MINUTES OF MEMBERSHIP MEETING AT THE HOTEL LOMBARDY, THURSDAY,

NOVEMBER 15, 1945

Chairman, Dr. Ernst P. Boas

A. A list of new applicants for membership was read and all were unanimously
elected. The following States were represented: California, Connecticut, Idaho,
Illinois, Massachusetts, Maryland, Missomi, New Jersey, New York, Ohio, Vir-
ginia, Washington, D.C., and West Virginia.

'B. Treasurer's report: Dr. Sidney M. Greenberg stated that a special grant of
$1Q,000 had been given to the forum for the promotion of the Wagner-Murray.
Dingell bill. It has enabled us to add office staff. The major part of this fund
has already been spent, This grant was specifically for work on this legislatiol
and has not been used for general activities.

It is evident from the expanded program of service that the Physicians Forum
mut have a substantially Increased budget. Techniques for raising such a
budget have been discussed by the executive committee,
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C. Activities report:
I. Pamphlet: For the People's Health: Dr. lioas reported that in addition

to the special grant of $10,000, another grant was given to the forum of $1,500
which enabled us to print 50,000 cophis of the pamphlet, "For the People's
Health"-490000 of these have already been, distributed. These pamphlets
have been sent to social work agencies, nurses' associations, political action
committees, trade unions, women's clubs, schools and universities and to key
Individuals throughout the country. Many letters of commendation have reached
the office about the pamphlet.

The 010 purchased 5,000 copies of the pamphlet, "For the People's Health,"
and the A.F. of L. purchased 10,000 copies. These carry the imprints of their
respective organizations and the pamphlets are being distributed by them as
samples to their affiliates.

The Northern California Union Health Committee purchased 5,000 copies
with their own imprint. Other large organizations, trade unions, etc., are con-
sldering placing similar orders.

To fill the many requests from individuals and agencies unable to place
quantity orders as described above, It is of the utmost urgency that we have
another edition of this pamphlet. From the correspondence reaching the office
daily, it is apparent that great Interest has been engendered among group
who had not previously given the subject of national health insurance much
thought but who are now eager to acquaint their memberships with the health
needs of the American people.

Widespread publicity has been given the pamphlet both through newspapers,
bulletins, and publications of other agencies.

II. Speakers' manuel: Dr. Harold Aaron, chairman of the speakers' service,
has prepared an extensive speakers' manual which contains the fundamental
facts on. national health Insurance, outlines of suggested talks and comparative
data on the health insurance systems of other countries. This manual should
be of the greatest value In developing more speakers within the forum itself
and serve as a guide to teachers and persons in all fields allied to medicine.
Many requests for copies of the manual have already reached the office and
we hope that within a short time It will be ready for distribution.

III. Speakers' service: Dr. Harold Aaron In reporting on the talks which
the forum has given since August, stressed the need for more members to take
part in this activity. The burden of filling these requests has fallen on a few
members. In addition to 15 speaking engagements ranging from New York
to Chicago and south to Maryland, 4 radio programs were arranged over major
networks. It was further stated that a significant development was the In-
crease in invitations for speakers on national health insurance from medical
schools. It Is earnestly hoped that with the aid of the speakers' manual there
will be more participation of members In all areas throughout the country.

IV. Conferences: Dr. Bons pointed out that the forum has been meeting with
many organizations in an effort to activate their Interest in national health
insurance. In New York City conferences have been held with representatives
of national organizations such as the American Association of Social Workers
and with other professional, religions, and labor groups.

The American Association of Social Workers has gone on record actively sup-
porting the Wagner-Murray-Dingell health bill and Joint conferences have been
arranged with Physicians Forum members as speakers..

V. Comprehensive analysis: It was announced that a comprehensive analysis
of the health provisions of the 'Wagner-Murray-Dingell bill Is being prepared.
Requests for this have reached the office and it Is hoped that the analysis will be
ready for distribution within a few weeks.

VI Articles: The November issue of Reader's Scope (circulation 500,000)
carried, an article by Dr. Ernst P. Boas entitled "America's Greatest Oppor-
tunity "j' The forum received 5,000 reprints of this article which already have
been d tribute and due to the great demand for copies, we are negotiating with
Reader's Scope for an additional 20,000 copies. Many complimentary letters
have reached the office regarding this article. It has been reprinted In many
publications throughout the country such as the Louisville Courier-Journal,
Minnesota Labor, official publication of the CIO Sftte. Council of Minnesota.
Qthor .organizations have purchased reprints In quantities of 5,000 for distribu-
tion to their own membership.

,,The November Isslie, of the magazine, Tomorrow, carried an article, "The. Peo-
ple, the Physician, and the Health of the, Nation," by Dr. Ernst P. Boas, ' A plan
for more articles on various aspects of the Nation's health is now under
consideration.
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The CIO and A.F. of L. have asked for a series of health articles for publica:-
tion in their newspapers. A special committee was appointed-Dr. Martha
Mendell, chairman; Dr. Theodore Sanders and Dr. Albert Parets to plan these
articles. They are now in preparation.

Dr. Richardson is preparing an article for the Federationist, official magazine
of the A.F. of L. It was stated that one article bad already appeared in the
June issue of this publication, written by Dr. Miles Atkinson.

Other articles on national health insurance have been written by forum nein-
bers for the following publications:

The Compass-November issue-official publication of the American Associa-
tion of Social Workers; prepared by Dr. Martha Mendell and entitled "A Pre-
scription for Health Security."

The Intercollegian, official publication of the Natioflal Intercollegiate Christian
Council, December issue; prepared by Dr. Theodore M. Sanders and entitled
"Who Shall Decide, When Doctors Disagree."

The December Issue of the Fraternal Outlook, official publication of the IWO
is carrying an article by Dr. Ernst P. Boas.

Another article is being prepared for Notes and News, publication of the
Council of Jewish Federations and Welfare Funds.

VII. The problem of the returning veteran-physician: Dr. Greenberg proposed
to the membership that the problem of the returning veteran-physician merits
action by the forum. This subject has been discussed for many weeks and he
offered a resolution containing recommendations for a program to be drafted.
The salient features of such a resolution are as follows:

(a) More rapid demobilization of physicianss from the armed services.
(b) Office space for doctors who wish to resume practice.
(c) Loans at low interest rates so that physicians will be financially equipped

to resume practice.
(d) Priority to returning veteran-physicians for surplus property of a medical

nature.
(e) Increased opportunities for graduate study for those who are interested

(interneships, residencies, etc.).
Dr. Greenberg asked that the membership consider these general recommenda-

tions. After full discussion by the members present, it was suggested that the
problem of registration be included in the list of recommendations. The resolu-
tion was approved and the executive committee authorized to proceed along these
lines in arranging a program.

VIII. It was announced that Dr. Leo M. Davidoff, attending neurological
surgeon at Montefiore Hospital, was elected chairman of the Bronx chapter of
the Physicians Forum.

IX. Dr. Boas reported that the forum had been invited to particiapte in a
number of conferences among the National Council of Scientific, Professional,
Art, and White Collar Workers who are planning to meet in Washington in
January. The steering committee had recommended that this invitation be ac-
cepted and that the membership vote its approval. The approval was given.

X. S. 1318: A committee has been studying hihs bill. Dr. Martha Mendell is
preparing a summary of it.

XI. Members of the Bronx chapter brought up for discussion the minimum
desirable working standards for physicians under a program of national health
Insurance. It was suggested that the Bronx chapter work out these recommen-
dations in detail.

XII. Need for an increased budget for expanded activities of the forum:
The problem of an expanded annual budget for the forum was discussed. It
was stated that the steering committee and the executive committee had ap-
proved of the suggestion that a dinner be held which would focus attention on
the activities of the forum and enable the organization to raise substantial funds
for its expanded activities. The success of such a dinner would necessitate the
full participation of all forum members, It would have to be underwritten in
advance and sufficient staff engaged to insure its success. After discussion on
this subject, it was moved that the executive committee be authorized to under.
take such a project.

67514--61---14
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PRESIDENT TRUMAN'S HEALTH PLN WOULD INCREASE PRODUC-
TIVITY, REDUCE DISEASE, SAVE LIVES

Wx HAvE READ. His MESsAGE TO CONGqGWS--WE ENDOR8s IT

A NATIONAL HEALTH PLAN

We have read and strongly approve President Truman's message proposing a
national health program. Many messages have been sent by Presidents "on the
state of the Nation," but this is a message on the state of the people of this
Nation, the first ful-length Presidential message on health ever submitted to
Congress.

TO NZ ADMITIBTW LOCAL

We commend this plan for national health Insurance to be administered
Joqally, with free choice of doctor and hospitals for the people and professional
freedom for physicians. This Is a thoroughly American plan, consistent with
our tradition of using Government to aid the people In doing things. for them-
selves. We agree with the President that voluntary health insurance will not
"meet more than a fraction of our people's needs."

NOT "sOCIAIZ)" MEDICINE

We agree also with his statement that: "The American people are the most
Insurance-minded people n the world. They will not be frightened off from
health insurance because opponents have misnamed it 'socialized' medicine."

FEDERAL AID THROUGH VTAT-S

We support his recommendations for Federal aid through the States, for the
construction of hospitals, for medical research and education, for the care of
the needy, and for the extension of needed preventive, maternal and child health
services to every part of the country.

LE ISLATION BY CONROESS

We would like to see the recommendations of the message promptly carried
out by Congress through legislation. This program will Increase productivity,
reduce disease, and save lives. The income and the professional facilities of the
average phiys~clan will be Improved. The,benefits to the, health of the American
people will far outweigh the costs; in fact, most of the costs are merely the
regularization of existing expenditures., /

We are glad that many groups, Including organized labor, have already ap,
proved the principles supported by the )President. Wesign this endorsement asInividuals,. :
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WE URoE CoNuRss To PaourT AcTiozi

tuGNERS Or THE ENDORSEMENT

Gerard Swope, General Electric Co.,
New York

David Saraoff, president, Radio Corp.
of America, New York

Lesing J. Josenwald, Sears, Roebuck &
Co., Philadelphia

Bernard Gimbel, president, Gimbel
Bros., New YorkJames Roosevelt, Los Angeles

Gardner Cowles, publisher, Des Moines
Barry Blagham, publisher, Louisville
Raymond Swing, radio commentator,

New York,
Norman Co0,sins, editor, New York

Cecil Brown, rt_."o commentator, New
York

Albert D. Lasker, New York
F. 0. Watt, banker, St, Louis
Guy Emuerson, banker, New York
Anna M Rosenberg labor public rela-

tions consultant, New York
Mrs. Sidney Borg, New York
Edwin R. Embree, president, Julius

Roseiwald Fund, Chicago
George C. Hatch, general manager, In-

termountain Network, Ogden, Utah
David Heynan, financier, NeW York
Fred M. Stein, banker, NOw York
Evans Clark, director* Twentieth Cen-

tury Fund, New York
Howard L. Tiger, vice president, the

Permutit Co., New York
Elizabeth S. Magee, National Consum-

era League, Cleveland
Ted Patrick, advertising, NeW York
Henry L. McCarthy, Council of Ameri-

can Business, Washington
Sidney Hollander, Baltimore
Samuel Rubin, pr~ident, Faberge, Inc.,

-New York
W. H. Weintraub, advertising, New,York', :. . !

William K. Sherwood, president, North
American 1 rade lonsultants, New

SYork..
V. 'Henry Rothbhild 2dj attorney, New

York
Morris; S. Rosenthal, executive vice

president, Stein Hall Co., New York
Chester Rowell. edltor San Francisco
Judge Francis E. Rivers, New York
Frank Jaros, vice president, Compollte

Inc., Brooklyn
Gerald Morgan, HYde Park, N.Y.
Paul L. Ross, formerly regional direc-

tor, OPA, New York
Victor Roudin, International Theatri-
,, cal & Television Corp.,, New Xorki.

Helen Hall, Henry Street Settlement,
.'New York,,,,,:,
Mayer iParodneek, ,imldent,,.Consum,

er-Farmer, Milk, oop,, ,Imc, New
York

Paul Kellogg, editor, New York
Percy S. Brown, Good Will Fund,

Boston
William Morris, theatrical agent, New

York
Mady Christians, actress, OonneLctcut
Victor Trasoff, arthit, New York
Irving Caesar, author-compomer, New

York
John Cromwell, firm director, Beverly

Hills, Cali.
Thomas Craven, art critic, New York
Agnes Smedley, writer, Saratoga

Springs, N.Y.
Alexl Maleff, composer, Saratoga

Springs, N.Y.
Florello H. LaGuardia, mayor, New

York City.
James M. Patton, National Farmers

Union, Denver.
Caroline Dudley Morgan Smith White,

Cranbury, N.J. '.
Alma Clayburgh, singer, New York.
Arthur Schnabel, pianist, New York.
Edward Chodorov, playwright, New

York.
Eliott Nugent, actor, New York.
Fredric March, actor, New York.
Rex Stout, writer, New York.
Garl Van Doven, author, New York.
Hans Rademacher, educator, Swarth-more Colilege..

John A.,Xingsbury, Woodstock, N.Y.
LeOnard Bernstein, composer and con-

ductor, New York.
Lew Brdy, attress, NeW YorlL
Leopold Maine, musicians New York.
Normati Gorw4n writer and producer,

New York.
Dorothy Nornan, columnist, New York.
Thomas Mann, writer, Santa Monica,

Aklit".
Morris Llewellyn. Vooke, consulting en-.,-gtnee,; Wyalshington.:., . ", ,
Adele Rosenwald Levy, New York,*,
Wa2laotv -CIrk, :;coultlng engine,

NOW , York,.
Jbhn fl. -Blak economist, Harvard Uni-

versity. .. I .,, "
Mox, itadlk, !o orofor, of laW, Univet

sity of California. ,
Charles. , Merriam, volitlea scientist,

University of Qhicago.,,:i
BartlJ*y 0rum-ttlny San Francsio;
Lie J, Linder,Attorney, NeW ork. ,, .'
MartIn . Popper, i National 0L[awyera
winliam H. i,;R:,oev , :(mathematioeta;

0. FyttTuy!G, mng1m.sMamattH

Meyer Berstei UndItnhatlZ ,New¢
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Rev. William 0. Easton, Council of
Christian Education, Philadelphia.

Robert W. Kenny, attorney general,
of Sacramento, Calif.

Hunter Delatour, president, Brooklyn
Bar Association.

Paul A. Dodd, economist, University of
California, Los Angeles.

Michael M. Davis, medical economist,
New York.

Samuel C. May, political scientist, Uni-
versity of California.

Stephen P. Duggan, educator, New
York.

Aaron Copland, composer, New York.
Leonard Erlich, writer, Saratoga

Springs, N.Y.
Roger N. Baldwin, American Civil

Liberties Union, New York.
Nell Lieblich, state war ballot commis-

sion, New York.
Ernest A. Hauser, chemist, Harvard

University.
John Eric Hill, Museum of Natural His-
. tory, New York.
F. D. Patterson, president, Tuskogee

Institute, Alabama.
Roswell G. Ham, president, Mount

Holyoke College, Mass.
William 0. Dwyer, mayor-elect, New

York City.
Jo Davidson, sculptor, New York.
John Dewey, educator, New York.
VilhJalmur Stefansson, explorer, New

York.
Channing Frothingham, M.D., Boston.
Alice Hamilton, M.D., Hadlyme, Conn.
Harry A. M1is, economist, University

of Chicago.
J. Douglas Brown, economist, Princeton

University.
Charles S. Johnson, sociologist, Fisk

University, Nashville.
Edwin E. Witte, economist, Madison,

Wis.
Justice Hubert Delaney, New York.
Nedwin Smokier, attorney, Detroit.
Robert S. Lynd, sociologist, Columbia

University.
William F. Ogburn, sociologist, Univer-

sity of Chicago.
John P. Peters, M.D., New Haven.
Allan M. Butler, M.D., Boston.
Ernest P. Boas, M.D., New York.
R. M. Walls, D.D.S., Bethelehem, Pa.
John Opple McCall, D.D.S., New York.
Thomas G. Addis, M.D., San Francisco.
Frank Goldmann, M.D., New Haven.
Mary Dublin Keyserling, Washington.
Kingsley Roberts, M.D4; New York.
Harold M. Phillips,' attorney, New York.
N. Kobrln,. D;D.S4; New York.
Alfred Walker, D.D.S., Miami Beach.

Marvin C. Harrison, attorney, Cleve-
land.

Benjamin Algase, attorney, New York.
Alfred J. Asgis, D.D.S., New York.
Rev. Stephen H. Fritchman, Boston.
Basil G. Bibby, D.D.S., dean, Tufts Den.

tal School, Boston.
John A. Slade, attorney, Saratoga

Springs, N.Y.
Justice Arthur P. McNulty, New York.
Abel Wolman, Ph. D., Baltimore.
Bertram M. Bernheim, M.D., Baltimore.
C.-E. A. Winslow, Ph. D., New Haven.
Russell Davenport, author, New Haven.
Ray Stannard Baker, historian, Am.

herst, Mass.
Stuart Chase, author, Connecticut.
Ulric Bell, writer, New York.
Robert Ardrey, playwright, California.
Henry Billings, artist, New York.
Louis Adamic, writer, New Jersey.
William Zorach, sculptor, New York.
Lowell Mellett, columnist, Washington.
Louis S. Weiss, attorney, New York.
Louis F. McCabe, attorney, Philadel-

phia.
Agnes H. Schroeder, medical social

worker, Cleveland.
Theron Bamberger, theatrical producer,

New York.
Kermit Bloomgarden, producer and

manager, New York.
Hope S. Bagger, teacher-writer, New

York.
Jules J. Justin, public member, War

Labor Board, New York.
Bertha C. Reynolds, social worker, New

York.
Ethel H. Wise, New York.
Kurt Adler, opera conductor, New

York.
Henry Seidel Canby, literary critice

New York.
Ilka Chase, writer, New York.
Mrs. Franklin D. Roosevlt, New York.
William Rose Benet, editor and writer,

New York.
Ralph Barton Perry, educator, Harvard

University.
Mary K. Simkhovich, Greenwich House,

New York.
Gertrude F. Zimand, National Child

Labor Committee, New York.
Rutil Emerson, medical social worker,

Chicago.
Johannes Steel, radio commentator,

New York..
Bent Grauer, radio announcer, New

York.
Sigmund Spaeth, musician, New York.
Marc Connelly, playwright, N{w York.
Leland Stowe, radio eominentator, New

York. '
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WE URGE CONGRESS TO PROMPT Aorio--Continued

SIGNERS OF THE ENDORSEMENT-continued
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WE URGE CONGRES To PROMPT AmTIoN-Continued

SIONER8 OF THE ENDORSEmENT-cntlnued

Quincy Howe, radio commentator, New
York.

William S. Gailmor, radio commentator,
New York.

Barbara N. Armstrong, professor of law,
University of California.

Donald Dushane, educator, Washington.
Mary McLeod Bethune, president, Na-

tional Council of Negro Women,
Washington.

Fanny Hurst, writer, New York.
Charles H. Colvin, engineer, New York.
Bart J. Bok, astronomer, Harvard Uni-

versity.
Michael Heidelberger, biochemist, Co-

lumbia University.
Carolyn Slade, novelist, Saratoga

Springs, New York.
Bernard Hart, theatrical producer, New

York.
Harvey Harris, attorney, New York.
Alex B. Novikoff, biologist, Brooklyn

College.
Magistrate Anna Kross, New York.
Howard Vermilyea, actor, New York.
E. H. Greibach, physicist, White Plains,

New York.
Peter Blume, artist, Conn.
Louis B. Boudin, attorney, New York.
Philip Eveegood, artist, New York.

Rudolph Ganz, conductor, Chicago.
Martin Gabel, theatrical producer, New

York.
Oscar K. Itice, educator, University of

North Carolina.
Philip R. White, Rockefeller Institute,

Princeton.
Judge Nathan R. Sobel, New York.
Robert Chambers, biologist, New York

University.
William Standard, attorney, New York.
Victor D'Amico, educator, New York.
Alonzo F. Myers, educator, New York

University.
Carol King, attorney, New York.
Milton Paulson, attorney, New York.
Hazel Scott, pianist. New York.
George Zukor, producer, Hollywood.
Ordway Tead, educator, New York.
Kenneth S. M. Davidson, physicist,

Stevens Institute of Technology, New
Jersey.

Benjamin H. Youngdahl, dean, School
of Social Work, Washington Univer-
sity, St. Louis.

Herbert E. Phillips, D.D.S., Chicago.
Struthers Burt, author, California.

(The advertisement was paid for by
signers of this statement.)

[From the Washington (D.C.) Sunday Star, Jan. 20, 1946]

PHYSICIANS FORUM PLANS OPEN MEETING SATURDAY

I'he District Chapter of the Physicians Forum will hold a public conference
and roundtable panel discussion from 9:30 a.m. to 1 p.m., Saturday, at Pierce
Hall, 15th and Harvard Streets NW., it was announced yesterday.

,Nelson Crulkshank, director of social Insurance activities of the AFL, will
discuss "Needs for Health Insurance," and Representative Biemiller, Demo-
crat, of Wisconsin, will discuss "The Bill That Meets Those Needs."

Leading the roundtable discussion will be Dr. Fred Mott of the Farm Se4
purity Administration, Agriculture Department; Harry Becker of the Labor
Department's Children's Bureau, and Miss Margaret Klein of the Social Security
Board. The Reverend Francis MePeek, director of the Department of Social
Workers for the Washington Federation of Churches, will be chairman. Dr.
Ernest Boas is president of .the forum whose program Is to promote ,passage i1
Congress of the national health program.

[From the Washington (D.C.') Post, Jan. 20, 1946]

DOCTORS To HoLw FIRST CONFERENCE ON NATIONAL HEALTH

The District of Columbia Physician's Forum will hold the first In a series
of conferences on the national health program at Pierce Hall, 15th and Harvard
Streets NW., next Saturday, from 9:30 a.m. to 1 p.m.

Chairman of the first conference will be the Reverend Francis McPeek, director
of the Department of Social Welfare, Washington Federation of- Churches. Rep-
resentative Andrew J. Biemiller, Democrat, of Wisconsin, and Nelson (qruk.
shank, AFL director of social insurance, will discuss President Truman's recom'
mendations for a nationwide health Insurance program.

201
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A panel composed of Dr. Fred.Mott, of the Farm Security Administration,
Harry Becker, Children's Bureau, and Margaret Klein, of the Social Security
Board will hold a roundtable discussion following the speeches.

[From the Washington (D.C.) Post, Jan. 27. 1946)

HwA.I' PLAN PWBSSvRU UNIT Is OKWA NnmU

A group to sell the District and Congress on compulsory health Insurance
was formed yesterday at & meeting of the Physicians Forum, District chapter.

Local doctors, labor, and Government representatives, and lay people who
endorsed national health legtllatloA signed up as charter members of the unique
continuing committee.

"IThis organization will carry on education work for the national compulsory
health program, act on specific legislative matters as they arise, and pressure
Congress," Dr. Anna Rand, forum and committee chairman, declared.

Elected to the group's steerng committee were Dr. Dexothy Ferebee, Dr.
Irving Winik, Dr. Rand, the Reverend Francis MePeek, director, department
of social welfa-e, Washigtou Federation of Churches; Benjamin Asia, National
Lawyers Guild, District chapter; and Miss Margaret Steint odial economist.

Charging that the American Medical Assoclatiou was blocking the Wagner-
Murry-DIngell compulsory health Insurance legislation, Representative An-
drew L. Biemeller, Democrat, of Wisconsin, urged propouevtN of the bill to
step up their propaganda to. counteract the steady flow of AMA,-sponsored
literature reaching Congressmen.

Blemiller said the President's health program was "not a good example of
communism, but an accepted American principle., Workers are insured against
old age, unemployment, and industrial accidents. Protection against illness in
the next step."

[Prom the Washington (D.C.) Post., Mar. 8, 19461

HEALTH PLAN To COVER EvRyONE xN NATION Unozn By DB. PARRAN

Calling for a national health program "accessible to everyone regardless of
his ability to pay,1 Surgeon General Thomas Parran of the Public Health Serv-
ice, last night saKi he believed It could. not bt done on a voluntary basis.

Pointing out that at present about 40 percent of the people in counties through-
out the country cannot avail themselves of modern medical facllities, Dr., Psrran
predicted increasing Federal, concern in the matter of health.

Already, Jae mdd, the PRO5 had broad authority to act as a national scientific
fogmdkdtou which enabled the Government to eater into the field: of medical
research.

Declaring that "prepayment of medical conts Is importantV' Dr. Parrsw said be,
bellied i method of sprertdingeosts of medical care should bet fao wa
,, AbOut 10 year ago, r. Farran said the Ainewtean Melu. A tion was

against a natloaial health -pogram either, compulsory or voluntary. Now, be said
the AMA lan declared itself In favor of. a Lvolimtary program.

His remarlm wete made to about 200 who attended a meeting in the Archives
Building auditorlum sponsored by the District chapter of the National Lawyers
Guild.

Dr. Isadore Falk, Director of the Bureau of Research and Statistics, Social
Security Board, and Robert K. Lamri, legislative representative, United Steel-
workers of America (010) also adlressld the meeting.

[From the Washington (D.C.) Stat, Jun6 25, 19461

The NattonaL 0c3awyr Q0d *1il-preseft an awakd to Senator Pepper Dern-
crat, of Flor10lP at it se-venth t idntion opening iW Cleveland $ulY s d,

The gnild Ai5 adjudged Senatoriper ye 1 IWyer in the tited States who,
since the death of Preeident R1t6sevelt, has most effectively represented and
carried forward the legal traditions of President Roosevelt embodied in the
United Nations and the economic bill of rights."
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COMMITTrE FOR THE NATION'S Hz&LTE,
New York, N.Y., Aprg 12,1946.

Senator FoRREST C. DONNELL,
Senate OfUee Building,
Washington, D.O.

DEAR SENATOR: We should like to acquaint you with the Committee for the
Nation's Health, established to promote a comprehensive health program. The
physicians and laymen who joined in organizing this committee are convinced
that the urgent unmet medical needs of the people of this country must be met
by a national health insurance system, supplemented by payments from general
revenues. We believe that there should be decentralized administration of serv-
ices, free choice of doctors by patients, and professional freedom for physicians.

The enclosed endorsement of the President's health program was prepared and
published last December. Its signers have since formed themselves into this
committee.

The committee endorses the Wagner-Murray-Dingell bill (S. 10) as In-
corporating most of the essential features of this proposal.

We shall be glad to furnish more information if desired about the committee
and the health program.

Very truly yours,

The list Is as follows:
John Corson
Annie W. Goodrich, R.N,
Jamw. Roosevelt
Leassng J. Rosenwald
Abe Fortas
Thomas Mann
William Rose Benet
Robert W. Kenng,
Barry Bingham
Raymond Swing
Norman Cousins
George Zukor
Bernard Glimbel
Cecil Brown
Albert D. Lasker
Mary W. Lasker
Guy Emerson
John A. Kingsbury
James M. Pattoii ' -
Anna M. Ropenberg
Mrs. 860i~ ]%org

Vitor Traastfr
A&lph b Arton Perry

Fred M. Stein
*Mhe~ ClarkFwtfr beth 8. M~ge,

Rev. 0. Easton

Midi y Hollandeik
Saumel Rubin
W. H. Weintraub. l Arl d irch
Chester 1oweli
'Wlliam 4. I 94-woodt

Morris B. Rosenthal
Frank Jaros
Uldrc Bell

CHANNING FROTHINGHAM, M.D.,
Ohairnar

MICHAEL M. DAVIS,
Chairman, Executive 7omtmttee.

Paul A. Dodd
Judge Francis E. Rivers
Gerald Morgas
Paul L. Ross
Victor Roudin
Miles Atklnson, M.P..
R. M. Wales, D.DA.
Helen Hall
Paul Kellogg
Percy S. Brown
Vllhjalmur Stefaneson •
John A. glade
Ray Stannard Bakr,
Meyer Parodneck
Irving Caesar
John Cromwell
Caroline Slade
Louis Adamic
NrnMnA Coirwtn
Agnes Smadley
Aled1 Ma.eff

,t a ,ur*.~
yr stoultRei.., - c. h4rd luch

Oan"lhiet Dldley Morga
Arthur Sebunbel

dward Chpdorov

AO r.;p layers

Dorotthy 2IJoma'
Morris Llewellyn Cooke
Walldke Clark
John D. Blak ,
Leolph anz

Leo T. Linder

Smith, White

,H ,
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Martin Popper
Stuart Chase
C. Fayette Taylor
Meyer Bernstein
Carol King
Hunter Delatour
Michael M. Davis
Stephan P. Duggan
Samuel C. May
Roger N. Baldwin
Nell Lieblich
Ernest A. Hauser
John Eric Hill
F. D. Patterson
Alice Hamilton, M.D.

* Harry A. Millis
J. Douglas Brown
Charles S. Johnson
Edwin E. Witte
Nedwin Smokler
Robert S. Lynd
Kurt Adler
Justice Hubert Delaney
William F. Ogburn
John P. Peters, M.D.
Allan M. Butler, M.D.
Ernest P. Boas, M.D.
Henry Billings
John Oppie McCall, D.D.S.
Thomas G. Addis, M.D.
Frank Goldmann, M.D.
Kingsley Roberts, M.D.
Mary Dublin Keyserling
Harold M. Phillips
N. Kobrin, D.D.S.
Alfred Walker, D.D.S.
Marvin C. Harrison
Benjamin Algase
Alfred J. Asgis, D.D.S.
Lowell Mellott
Justice Arthur P. McNulty

Bertram M. Bernheim, M.D.
C. E. A. Winslow, Dr. P.H.
Louis S. Weiss
Louis F. MtcCabe
Agnes H. Schroeder
Ilerbert E. Phillips, D.D.S.
Theron Bamberger
Hope S. Bagger
Jules J. Justin
Ethel H. Wise
Mary K. Simkhovitch
Ruth Emerson
Gertrude F. Zimand
Johannes Steel
Ben Grauer
Sigmund Spaeth
William S. Gallmor
Charles H. Colvin
Mary McLeod Bethune
Fanny Hurst
Bart J. Bok
Anna M. Kross
Bernard Hart
Harvey Harris
Alex B. Novikoff
Martin Gabel
Peter Blume
Philip Evergood
Nathan R. Sobel
Oscar K. Rice
Philip R. White
Robert Chambers
William Standard
Benjamin E. Youngdahl
Orson Welles
Ordway Tead
Milton Paulson
Eliot Janeway
Herman A. Gray
Matthew Woll
Wesley Sharer

[From the Washington (D.C.) Evening Star, June 7, 19461

WAR DOCTORS' WORIWES DISCUSSED AT MEETING OF PHYSIANS' FoRUM ..

Lack of residences, adequate training, and availability of surplus equipment
were called the chief problems facing doctors returning from service with the
Armed. Forces at a discussion meeting last night of the Washington chapter
of'the Physicians' Forum.

Dr. R. Richard Weinerman, veteran of a mobile surgical unit with the 3d
Army and chairman of the health subcommittee of the American Veterans'
Committee, said that most doctors still in service are worried about the same
things.

"The younger men are looking rok reisidency appointments in hospitals andre-
fresher training," he said, "and the larger groups-the older doctors, are worried
about rebuilding their old practices, getting surplus equipment, and obtaining
housing and office space."

PROGRAMS INADEQUATE

"The hospital appointments we wanted weren't waiting for us, and the retrain-
ing programs aren't adequae," he said. Charging that "large amounts of sur-
plus materials that could be put to good use" have not been made available, he
called on groups of the profession and Federal agencies to "sit down and take
stock of the needs and opportunities, and then act on them."

204
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Concerted action to aid the veterans also was recommended by Dr. Palmer
Dearing, Assistant Chief of Personnel of the U.S. Public Health Service. He
also cited the "desperate need" of making service by doctors attractive in poorer
areas of the country, "where opportunity for many younger physicians is being
lost."

Speaking of Increased group practice, Dr. Dearing said citizens in some areas
have banded together to guarantee income for doctors "One issue that should be
decided is whether the drive toward specialization is really to the best interest,
or whether it should be routed along group lines," he said. He also pointed to
the "increased interest" by labor in health measures, citing the United Automo-
bile Workers' Health Institute at Detroit, a diagnostic and health education
center for workers.

"Public health programs in education and opportunities in research and other
special fields are being expanded." Dr. Dearing declared, but he said one field
of education-school health programs, "has hardly been touched."

Dr. Milton I. Roemer, member of the Public Health Service and nominee for
the National Council of the Physicians' Forum, said, however, that "the main
problem to be faced now is one of the economic side of the profession." Advo-
cating passage of such legislation as the Wagner-Murray-Dingell bill to provide
compulsory health insurance, Dr. Roemer said the "measures would be much to
the best interests of the doctors. The National Health Act would neither put
doctors on a salary or on an 8-hour day," he said, "and it wouldn't interfere with
their right of private practice." He estimated that the average income of all
doctors under the program would be $9,000 a year.

The bill calls for a 3-percent payroll deduction, half to be paid by the employee
and half by the employer, with small amounts from Federal revenues to finance
the program. "Of interest to young physicians," Dr. Roemer said, "is the plan
that 2 percent of the funds collected would be used for subsidizing medical edu-
cation and research activities."

SEE FEW ABUSING PRIVILEGE

He estimated that less than 5 percent of the doctors' time under the program
would be taken up by persons abusing the privilege of free esie. Offsetting all
arguments against the plan, according to the speaker, would be the "large num-
bers of Americans who would have care available for the first time."

"Par more illness and death occurs from patients not seeing doctors often
enough, or soon enough, than from those who see doctors too much," he assertedL

The forum, presided over by Dr. Anna Rand, chapter chairman, was held at
the YMCA, 17th and K Streets NW.

[From the Washington (D.C.) Post, Sept. 12, 1946]!

Two GROUPs SELECTEDU To LAUNCH 5-YEAR HOSPrrAL PROGRAM

(By the Associated Press)

Two key groups were named yesterday to help launch the Nation's 5-year
$1,125 million construction program of hospitals and health centers.

Federal Security Administrator Watson Miller announced the appointments
under the recently enacted Hill-Burton Hospital Act, and said they would hold
their initial meetings here next Tuesday and Wednesday, The groups are:

1. The Federal Hospital Council, composed of four leaders in health and
hospital fields, four representatives of consumers of hospital services, and Sur-
geon General Thomas Parran of the Public Health Service as chairman.

2. A general Advisory Committee, in which 25 persons have been invited, with
additional representation planned later.

SURVEY FUNDS SET UP

The Council has administrative functions Including approval of general regti-
lations. The Committee will be a consulting agency, Their first meeting will
concern preliminary phases of the program, officials said.

The new Hospital Act sets up $2,350,000 to conduct surveys and planning
for health facilities within the States. Congress also authorized but has not
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yet appropriated $70 million annually for 5 years for actual voisruction. The
building funds mtust be xuatched by State or local agencies on a $2 for $1 basis.

Mr. Miller said the hospital construction program was important in the Preei-
dent's national health program

"For the first time we are embarked upon a national policy of planning and
constructing hospitals and health centers to meet the health needs of all the
people," he said. "'For the first time we are creating new institutes, not on a
sporadic unplanned basis but on the basis of a large-range, carefully thought-out
proram."

PI'"SONNET, OF COUNCIL

The four members representing hospital and health fields on the Council are:
Dr. Albert W. Dent, president of DUlard University, Now Orleans; Msgr. John
J. Bingham, director of the division of health, Catholic Charities, New York;
Graham Davis, director of hospitals, Kellogg Foundation, Battle Oreek, Mich.;
Dr. Robin 0. Buerki, dean of the Graduate School of Medicine, University of
Pennsylvania.

Representing consumers on the Council are Dr. Michael M. Davis, Committee
for the Nation's Health, New York; J. Melville Broughton, attorney, Raleigh,
N.O.; Mr& Evelyn Hicks, radio station WTNB, Birmingham, and Clinton S.
Golden, United Steelworkers of America, Pittsburgh.

Four WasLingtonians are on the Advisory Committee which includes leaders
In the fields of social service, medicine, public welfare, and business. They
are Nelson Cruikshank, American Federation of Labor; Msgr. John O'Grady,
National Conference of Catholic Charities; Miss Elizabeth Christman, National
Women's Trade Union League of America; and Mrs. Agnes Meyer, wife of the
Director of the International Bank.

[This Is the report exposed by Senator Donnell In Congressional Record of July 28 and 24,

1946. See my July 23 release, 1947].

(Seriate-Subcommittee Report No. 5]

HEALTH INSURANCE

Interim report from the Subcommittee on Health and Education to the
Committee on Education and Labor, U.S. Senate, pursuant to Senate Reso-
lution 02

(Extending S. Res. 74, 78th Congress)

A RESOLUTION AUTHORIZING AN INVESTIO.ATI0tN OF THE DISTRIBUTION AND UTILIZATION
OF HEALTH PERSONNEL, FACILITIES, AND RELATED SERVICES

July 194--Printed for the use of the Committee on Education and Labor

After careful study of existing voluntary plans, it is evident to us that none
of them meets all of these requirements. Neither does it appear probable that
any voluntary plan can be devised which will fulfill them.

The voluntary plans have servcl and are serTving a 'valuable purpose, even
though they do not provide any final answer to the problem of prepaid medical
care for all the people. They hnve developed useful data on the prepaymLnt of
medical costs, and have educated large sections of the public on the value of
medical care insurance. Furthermore, they have trained sizable numbers. of
inedical and administrative personnel In the techniques of prepaid medical
care.' There Is no reason why such plans should not continue to -perform
useful functions within the framework of a national health insurance system.

However, to cover everyone, the adverse as well -to the good risks, the yonng
and the old, the sick and the well, the rural and the city dwellers, the low- and
the high-income groups, the poor and the rich areas, all this takes a mechanism
as representative and all-inclusive as a national health program, built around
a system of prepaid medical care. It must be financed by required contributions
to the social security fund and by payments from general tax revenues. Such
a program will satisfy all the requirements set forth above, and will make
possible the achievement in the foreseeable future of our goal of high quality
health care for all.
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The Qqjst will not be greater than that of our preoet inefficient and wasteful

fee-for-service system. According to leading experts the charge to the average
family under a national health Insurance program will actually be less than it
pays now, partly because the employer and the Government will both contribute
to the fund. It is noteworthy that the labor organizations, all of whose
members are wage earners, are among the stanchest supporters of national
health insurance.

Health insurance is often erroneously called socialized medicine or state
medicine. As President Truman pointed out in his health message, such a sys-
tem is one in which the doctors are employed by the Government. We do not
advocate this. National health insurance, which we do advocate, is simply a
logical extension of private group health insurance plans to cover all the people.
It is a Joint national endeavor. It will guarantee free choice of doctor or
group of doctors and free choice of hospital by the patient, and free choice of
patient by the doctor. Indeed, free choice will be extended, because current
financial barriers to thr actual exercise of free choice will be broken down.

Some aspects of a national health insurance program are, of course, experi-
mental. No legislative framework or administrative plan can be perfect at first.
Shortcomings will undoubtedly be uncovered, but they will be overcome as we
learn from experience. None of these shortcomings, however, will be anywhere
near as costly as the toll of lives and health now being exacted by our failure
to have a national health program providing good medical care for all. The
need for it is urgent.

The concern of the Federal Government in this matter is clear.

[From the Worker, May 25, 1047]

(Advertisement)i

AT LAST-HERE'S A BILL FOR YOU!

The national health insurance and public health bill (S. 1320) was intro-
duced in the 80th Congress on May 20 by Senators James . Murray of Montana,
Robert F. Wagner of New. York, Claude Pepper of Florida, Glen II. Taylor of
Idaho, Dennis Chavez of New Mexico and J. Howard McGrath of Rhode Island
and Representative John D. Dingell, Democrat, of Michigan. This new bill main-
tains all the essential principles of national health insurance as expressed in its
predecessor, S. 1606, known as the National Health Act of 1045-46, but presents
such changes as conform to constructive criticism and suggestions offered to
correct the weaknesses in S. 1606.

SUMMARY OF MAIN CHANGES FROM THE 1945-46 BILL

Decentralization of adiini8tration.-The new bill calls for local adninistra-
tion under statedwide plans. Each State will receive Its alloat1on of money
from the national fund and would, in turn, distribute tbe moneys to local
areas. Thus, Federal officers would not determine the sums received by States
or local areas, although health standards would be national.
. .Federal board.-Federal administration would be under a five-member board
bn full-time salary and established as part of the Federal' Security Adminis-
tration. Three Board members are to be appointed by the President, the other
two being ex officio; the Surgeon General of the U.S. Public Health Service and
the Commissioner for Social Security. (This provision eliminates the pos-
sibility of one-man rule for which S. 1606 was criticized.)

Voluntary health plat.-Although S. 1606 in principle recognized volun-
tary health plans, in the new bill the policy is stated fully and explicitly that
voluntary health plans will be recognized in the various applications, of the
health insurance provisions of the bill.

Perone aovered.--Civillan Federal employees and their dependents who were
not provided for in previous bills are now covered in the new bill. Employees of
State and local governments, and their dependents, may also be covered by
voluntary action, as well as needy persons.

Other changes.-Among other changes are special provisions for rural areas;
explicit and expanded guarantees of professional rights to doctors, dentists and
hospitals; removal of ceilings on per diem payments to hospitals-and numerous
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other changes based upon criticisms and suggestions expressed at hearings on
1946-40 bill.

WHY WE SUPPORT THIS HILL

The health insurance bill, along with the above changes, generally retains the
provisions contained in the Wagner-Murray-Dingell National Health Act of
.1945-46.

The International Workers Order, since it was organized in 1930, has been in
the light for adequate social security and health legislation. When Senator
Wagner started his uncompromising struggle for a national health act 10 years
ago, we supported his proposals. We participated in the 1938 National Health
Conference. We endorsed and supported the Wagner-Murray-DIngell social
security and health bills of 1945 and 1946. We endorse the 1947 National Health
Insurance and Public Health Act. Our order and its 14 societies and our entire
membership in 1,300 lodges are swinging into action in support of the new bill.

We support this measure because it is the best plan, the only genuine prepaid
medical care system on a national scale which has been proposed on behalf of
the American people. The need for such a national health insurance system is
greater today than It ever was in the past. The fight for this bill represents a
positive opportunity to the trade unions, to the progressive organizations of the
people, and to the alert and forward-looking communities, to rally the whole
American people in support of a measure which means better health, a richer
life and greater social security for all.

One thing is certain-we, the American people, cannot afford tj permit the
Republicans and reactionary Democrats to foist upon us the Taft "health" bill
which is a shame and a mockery in terms of meeting the health needs of the
Nation. The Taft bill is nothing less than a charity measure. It must not pass.

INTERNATIONAL WORKERS ORDER

General Office-80 Fifth Avenue, New York, N.Y.

[Detach and mail]

INTERNATIONAL WORKERS ORDER
Department 5-25 W,
80 Fifth Avenue,
New York, N.Y.

I am interested in the National Name
Health Insurance and Public Health Address
Act of 1947. Send me more information City -------- Zone ----- State ----
about It.

(Committee print]

INTERIM REPORT ON HEARINGS REGARDING COMMUNIST ESPIONAGE
IN THE UNITED STATES GOVERNMENT

INVESTIGATION o UN-AMERIoAN ACTIVITIES IN THE UNITED STATES

Committee oy Un-American Activities, House of Representatives, 80th Cong., 2d
Sess., August 28, 1948

SILVERMASTER GROUP

Nathan Gregory Silvermaster, Director of Labor Division, Farm Security Ad-
-ministration; detailed at one time to Board of Economic Warfare.

Solomon Adler, Treasury Department; agent in China.
Norman Bursler, Department of Justice.
Frank Coe, Assistant Director, Division of Monetary Research, Treasury; spe-

cial assistant to United States Ambassador in London; assistant to the Exec-
utive Director, Board of Economic Warfare and successor agencies; Assistant
Administrator, Foreign Economic Administration.

Lauchlin Currie, administrative assistant to the President; Deputy Admin-
. Istrator of Foreign Economic Administration.
Bela Gold (known to Miss Bentley as William Gold), assistant head of Division
* of Program Surveys, Bureau of Agricultural Economics. Agriculture Depart-

ment; Senate Subcommittee on War Mobilization; Office of Economic Programs
in Foreign Economic Administration.
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Mrs. Bela (Sonia) Gold, research assistant, House Select Committee on Inte
state Migration; labor-market analyst, Bureau of Employment Security;
Division of Monetary Research, Treasp'ey.

Abraham George Silverman, director, Bureau of Research and Information
Services, United States Railroad Retirement Board; economic adviser and
chief of analysis and plans, Assistant Chief of Air Staff, Materiel and Services,
Air Forces.

William Taylor, Treasury Department.
William Ludwig Ullman, Division of Monetary Research, Treasury; Materiel

and Service Division, Air Corps Headquarters, Pentagon.

PERLO GROUP

Victor Perlo, head of branch in Research Section, Office of Price Administra-
tion; War Production Board; Monetary Research, Treasury.

Edward J. Fitzgerald, War Productlon Board.
Harold Giasser, Treasury Department; loaned to Government of Ecuador;

loaned to WaVr Production Board; adviser on North African Affairs Commit-
tee in Algiers, North Africa.

Charles Kramer (Krevitsky), National Labor Relations Board; Office of Pilce
Administration; economist with'Senate Subcommittee on War Mobilizatiou.

Solomon Leshinsky, United Nations Relief and Rehabilitation Administration.
Harry Magdoff, Statistical Division of War Production Board and Office of

Emergency Management; Bureau of Research and Statistics, WPB; Toolo
Division, WPB; Bureau of Foreign and Domestlc Commerce.

Allan Rosenberg, Foreign Economic Administration.
Donald Niven Wheeler, Office of Strategic Services.

Miss Bentley also testified that Irving Kaplan, an employee of the War Pro.
duction Board at the time, was associated with both groups, paying dues to the
Perlo group and submitting Information to the Silveribaster group. She identi-
fied the late Harry Dexter White, then Assistant Secretary of the Treasury, as
another indiVidual who cooperated with the Silvermaster group.

UNATTACHED INDIVIDUALS

Miss Bentley further testified that there were certain individuals employed
in the Government who cooperated In obtaining information from the files of
the Government for the use of Russian agents but who were not actually attached
to either the Silvermaster or Perlo groups. These individuals, as named by
Miss Bentley, and the governmental agency with which they were employed
during the period concerned in the testimony, are as follows:
Michael Greenberg, Board of Economic Warfare; Foreign Economic Administra.

tion ; specialist on China.
Joseph Gregg, Coordinator of Inter-American Affairs, assistant in Researcb

Division.
Maurice Halperin, Office of Strategic Services; head'of Latin American Division

in the Research and Analysis Branch; head of Latin American research and
analysis, State Department.

J. Julius Joseph, Office of Strategic Services, Japanese Division.
Duncan Chaplin Lee, Office of Strategic Services, legal adviser to Gen. Wil-

liam J. Donovan.
Robert T. Miller, head of political research, Coordinator of Inter-American

Affairs; member, Information Service Committee, Near Eastern Affairs, State
Department; Assistant Chief, Division of Research and Publications, State
Department.

William Z. Park, Coordinator of Inter-American Affairs.
Bernard Redniont, Coordinator of Inter-American Affab..s.
Helen Henney, Office of Strategic Services, Spanish Division.

William Remington of the Department of Commerce was mentioned by Miss
Bentley before the Senate investigation committee as having been associated
with this group.

WARE-ABT-WIrr GROUP

On August 3, the committee heard the testimony of Whittaker Chambers. He
testified regarding an underground apparatus which was set up by the CorM.
munist Party in the early thirties for the purpose of Infiltrating the Federal
Government. The members of this group, according to Mr. Chambers, and
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their governmental employment during the period concerned in the testimony,
are to follows:
flprol4 Ware (deceased) ; peprtment pf Agriculture,
John J, AbtN, Department Of Agriculture; Works Progres Administration;._ pna (o mnjIt cn Education aiid T~bor; Justice Department.
"Nathan Witt, Department of Agriclture; National Labor Relations Board.
Lee Pressman, Department of Agriculture; Works Porea Adui traon.
Z64ger Hiss, Departmtent of 4gricultur ; 8peciat Senate Qotumittee Inveetigat

lug the Munitions Xndustry; Juatke epa rtmet; State Department
Donald Hiss, State Department: Labor Department.
Henry H. Collins, National Recovery Adwindstration; Department of Agricul-

ture.
Oharles Kramer (Krevitsky), National Labor Relations Board; Office of Price

Administration; Seaate. 8lbemxwwttee on War Mo4lAlzation,
Victor Perlo, Office of Price Adminitration: War Production Board, TreasuryDepartment.

s1uXThLr WflMM "D TEMMONY

2Tstiwoiu regarding Commauist esportag aetivliem within the Government
lVQving approximatey 40 iAdividuals was given before the committee by
Elizabeth Terrill Bentley, Whittaker Chambers, and Louis F. BudeAz, adatted
former functionaries of the Communist Party.

Mr. Chambers was formerly editor of the (Communist) Daily Worker and
of the New Masses. He Is now a senior editor of Time magazine. Mr. Budenz
was formerly managing editor of the (Communist) Daily Worker. He Is now
a professor at Fordham University.

bliss Bentley, according to her own testimony which has been verified by
Mr. Budenz, was formerly active In Communist underground activity. The
committee is in possession of supporting evidence to establish these previouscommunist afflitions. .. .

Of these "4O-dd indiddiiijvjx unw, i Lauchlin Currie, HIatry P. White (de-
ceased), Bela Gold, Sonia Gold, Frank Coe, Alger Hiss, Donald Hiss, appeared
before the committee at their own request and categorically denied the accusa-
tions made by Miss Bentley and Mr. Chambers.

Heny H. Collins, Victor Pevlo, Abraham George Silverman, William Ludwig
Ullimnn, Nathan Gregory Silvermaster, John Abt, Lee Pressman, Nathan Witt,
Duncan Chaplin Lee, Robert T. Miller, and, Charles Kramer appeared in response
to: subpenas. Alexander Koral, who was allegedly lvolved in these activities,
was alsO subpenaed. J. Peters, allegea head of the Communist underground in
this country, will be served with a subpeua on August 80.

Norman Bursler, Allan Rosenberg, Solomon Adler, Solomon Leshinsly, Mary
Price, Donald Niven Wheeler, Edward J. Fitzgerald, Harold Glasser, Joseph
Gregg, Rose Gregg, Irving Kaplan, and certain Russian contacts known only as
Frank, Al, and Jack, have not appeared before the committee. Harold M. Ware
Is deceased as is also Jacob N, Golos.

Teu witnesses (Alexander Koral, Henry H. Collins, Victor Perlo, Abraham
George Silverman, Nathan Oregory Silvermaster, William Ludwig Ullmann, John
Abt, Lee Pressman, Nathan Witt, and Charles Kramer) refused to affirm or deny
membership in the Communist Party on the ground of self-incrimination. These
10 witnesses on the same grounds, also refused to affirm or deny contacts with 1
or more of the 44) Individuals allegedly involved in espionage or with Elizabeth
Terrill Bentley or Nthttaker Chambers.

Nine of these witnesses (Alexander Koral, Victor Perlo, Abraham George
Silverman, Nathan Gregory Sllvermster, William Ludwig Ullmann, John Abt,
Lee Pressman, Nathan Witt, and Charles Kramer) refused to affirm or deny
charges made against them by Elizabeth Terrill Bentley or Whittaker Chambers.

No charge of Communist Larty Afliation was made against either Lauchlin
fur ie or Harry Dexter White. Both denied such affiliation. However, both
admittted uacintnce With various members of the espionage group named by
EliWbeth BentleY' anA'd Whittaker Chambers..

The following persons who were charged with being Communist Party mem-
bers denied such affiliation: Bela Gold, Sonia Gold, Duncan Chaplin Lee, Alger
7Wss, Dona.1 Hiss, Robert T. Miller an4Frank Coe They all admitted, how-
ever, associatins an), acque|tanc ' with variousmembers -of the espionage
groups, no med. A1ge 'iss, after P-evioua #enials, admitted knowing Whittaier
4Oapnbers as George Crosley. Duncan Chaplin Lee and Robert T. Miller admit-
ted knowing Miss Bentley, the former acknuwledging also acquaintance with
Jacob Golos, Miss Bentley's superior, now deceased.
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The coUAittee would like to make it emphaticallY cear why we undertook
public hearing on eMpionage actviles within the Governemut at this time. In
February of 147. the eomnxmittee's lnvetgations etermined that certain Gavern.
ment employee had engaged in espionage activities We knew that certain dlvi.
sionapof the Governmenit were under rigi surveillance by the FBI. Theconnat-
tee later bemam aware of the fact that a secret blue ribbon grand Jury had ben
convened in New York CLAy to consider this Government esploniag



, COMMITTEE FOR THE NATION'8 HEALTH1, INC.,
Wa ington, D.C., June 27, 1952.

',aYizNr s :,Enclosed is a sheet of "platform planks" on health, stating nationalWliciea. whlch we believe should be incorporated into the' platforihs of bothpoitietl parties. Attached to the "planks'", are lists of the Democratic andgepublcan platform committees which have been-appointed In advance'of therespective party conventions and which are already engaged in preliminary work.
I,. Weihope .tli.0tyou will bring. these health planks to the favorable attentionof the platfomri committees, convention delegates, and - candidatrn for office.Personal letters to one or more committee members are effective, from you orfrom any organization with which you are connected.

Four pages of "supporting material" are also enclosed, explaining each of thehealth planks, with the aim of assisting those who will write or talk about
these Issues.

Please let us know if you want some additional copies of the "planks" or the
UjJ IJ IRZ iAL I

Sincerely yours,
MICHAEL Al. DAVIS,

Chairman, B.Tecutive Committee.

OFFICERS OF THE COMMITTEE FOR THE NATION'S HEALTH, INC., 1946-52

1040

Chairman: Channing Frothingham,
M.D.

Honorary vice chairman:
Jonathan Daniels
Russell Davenport
Jo Davidson
William Green

Bishop Francis J. McConnell
Bishop G. Bromley Oxnamn
Mrs. F. D. Roosevelt
David Sarnoff
Gerard Swope

1947
Chairman: Same
Honorary vice chairman:

Jonathan Daniels
Jo Davidson
Fiorello La Guardia
Mrs. F. D. Roosevelt
Bishop Francis J. McConnell
William Green
Philip Murray
Bishop G. Bromley Oxnam
David Sarnoff
Gerard Swope

Treasurer: Carl C. Lang
Secretary: V. Henry Rothschild 2d
Chairman executive committee: M. M.

Davis
Exeutlve director: Joseph H. Louch-

helm
Board of directors:

C. Frothingham, M.D.
Thomas Addip, M.D.

Barry Bingham
Ernst P. Beas, M.D.
Morris L. Cooke
John J. Corson
Mrs. Gardner Cowles
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IN1TWRQQXK1M,0BVE38rON M (OVWMMZT DF.PATM MU

Report of the Subcomnfiee To Xivestlgate the Administration of the Internal
Security Act and e0tber Intenal Security Laws to the. Committee on the
judiciary, U.S. Senate, 83d Congress, 1st session, on interlocking subversion
in Government departments, July 30,1953

INTOOUOTION

On April 10, 1953, the Senate Internal Security Subcommltteo of tho Senate
Judiciary Committee commenced a series of hearings on interlocking subversion
in Government.

Chairman William E Jenner (Republican, Indiana) opened the bearings with
t' statement:

•-'The Senate Internal Security Subcommittee, under the authority, onferred on
it by the United States Senate to investigate 'the eWteuvt nture, and effects of
subversive activities in the United Statw, . darlng the past years has beenw
uncovering eydence of extensive Communist penetration in Government.

"The subcommite . been impressed by the extent tA which the Communists
it has exposed were NA* to move often with great facility from one Government
agency to another, ,spinning their web of intrigue and drawing with thedr in posi-
tons of power and in'uwe9,tbebtreonfederates and auxiliaries. Tbe putpote of
this series of hearings, will ,b to' determine the existenAb ot And. to bxpoW the
design by which. Commual*0 agents were able to Infiltrate the executive and
legislatIves braaieb of goverawot

"The subcommnittge expects that these hearings will aid it In recommending
legislation to .prqoAt further lutiltration, and to discover methods and indi-
viduals that the .p9nuunist !ut*mational organization may still be employing
today.

"The subcommittee ndertakes this investigation primarily if ,t e view to
preventing further nlltrat and not to hold up to t16 pUtlI6 pait misdeeds.
But the past Is prologe, The subcommittee hopes that all persons with knowl-
edge of this penetration will assist the subcommittee in its purpose (p. 1).

The subcommittee had& severM purposes foremost in mind in conductingthese
hearings. It noted that literally scores o£aents,;fl a peletrAtedthe united
States Government, and in its report on the Institute of Pacific Relations showed
how some of these were responsible .for extensive lierversion of policy that
consequently caused the loss of thousands of American lives and injury to the
Interests of the United, Statqs. It noted that except In a few cases, all of these
agents, despite the record of tMelr subversion, had escaped punishment and some,
In positions of influence, continued to flourish even after their exposure.,

TIM PAST IS PROLOGUE

The subcommittee ban made public for the first time a section of a W-eret
memorandum on espionage, in our Government, one paragraph of which had been
quoted by Vice President X chard Nixon, then a Congresman, In'a 1950 speech.
He made known at that time that the document, dated November 25, 104, was
prepared by an Intellige,ce agency of this Governient, and Was circulated among
several key Goverinment agencies and made available' to the President of the
United States

I Six years earlier, anothe, memorandum was prepared by A. A. E erie, Jr., then Assist.
ant Secretary of State. He wrote the memorandum when Whittaker, hambers informed
him of the makeup of the Commin1"t American underground.., This bore'-the heading
"Underground Espionage Agent" and contained 27 names (p, 329). Of these
appeared again In the Nixon memorandum.
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The oubomm1ttea obtolu*4 that W"*9dW, z A re * I~prt:,,
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wa -us a& o r and Ualm betw i # idualaa agaged 1A ee0*nage for
tile, MOW~te ind, (;koe". ,o"Atter Geloo 0ea6*- in6 wen)br 9i4. e uii to wctas su~h*C% p 4c0rie

au~Ili~pen Wtr tJ~e dlre~tlou at 44, Brqwdqr.
"PDuring the latter pavt of 19 at the. intnten of'Sovl3 repremtaives ii

the United Staes and with Browder' consent, the various espionage group with
which she had been maintaining liaison were turned ovar~dIctley to the l v*et
avmtxt only one ofwhomi she. 1ambe A 4018 tk identify

"TbULSovipt repre~etivWo bSi4,14 en a'A'ls ~e~oi
#ad a Anatole Oromov, EIlstSecietay't,
who since his arwvat tbo Uxted, .14 bewi

ssetdby thia lAureau to be"o reQC~dXoth
$=,, formerr Secod gee' ow w
Soviet Union in July 1944. ubilin was repred head of al activity,
in North America,

"Bentley has stated Lt the espionage agen whom she ha been In
oontaet- under- Gos' Browder'a g for the KVD.
"Te espionage g 'pa with w eatmkac were Imarily ",

Of the Unftedt an Jrt fl sa-llTa hu O
the Vlost bupo&tl group, I 1 Vla "a a we^ ( o rV WWI,
at one time an ployee of t ted

resides with 511 ermastar k Wtle p 1ao
Army Air Fo stationed at the PeB101i the oh b hM

StAtea Gore t I o
vetlgatlom,.. o f w nat tb
Pentagon Build g. er embers this gro In I A. O LYg fity

aQcvliinpl00* ot the War Dtbt
Secretary olc.i lip
contrmL; W ltau'z yrm an ii n
Currie,,, tv* ut I tof thbe

"The head f t next mot Important of 8OV at agents.
whew Bendle kwo alIOned 1194 W*4 Vi I e ot tix ar Pw
Board. Members of his group w introdu to Be tle : t.
apartment of John A general m inrko , e
of America, CIO, in w York City. 77M 4a thu, g 6nclade
Charles Kramer, an Inv gator for Senator Kllo*'q committee I o United
States Senate; Henry Mag of ttleWar Vradi vlenoWwd.; -)wk dw litxgerald,
foremen of the Treury ent~taud tb*1 witi the War Board;
Donald Wheeler of the Office of I*&lWr $ervloeamu
pioyed by, Walter lipp anr iWa now worng for the
UniteA Office and Professional Wockemra of ners 4_, In, inNw., York, City;:
MaJ, Duncan Lee of WllUam DonovanINWv lirm in"New iork Ctywho is also
in the Office of Strategic Services. There were various oth mincr PQyver.ument
employees in this group including Sol Leiihinsky and George PernaIch who were
employees of the United Nations Relie(f and Rehabilitation Admitnistiation.
Bentley advised that members of this group had told her that Hiss of the State
Department had taken Harold Glasser of the Treasury Department and two or
three others and had turned them over to direct control. by th6 Soviet repre-
sentatives In this country. In this regard, attention is directed to Whittaker
Chambers' statements regarding Alger Ilfiss anid to the statement by Guzenko
regarding an assistant to-the Secretary of State who was a Soviet agent.

"Less important Individuals with whom Bentley had contact and who were
apparently not in a well-knit organizational group were Robert Talbot Miller III,
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of the Department of State; Maurice Iialerin of ti Office of Strategic Services ;
~:iu. J.J~cphofthcO- f Strate'gi.- ;rkc ~f th ) Oliie of

tI fic ServiceWs; Willard Park of the Offive (f the (Coorfli att,r of Inter-
S American Affairs; Niichael Grceu ibrg of Foreign l¢oa'mie Administration;
William Remington, formerly of the War Production Board and subsequently
iiI(IU(lctt hito) thi Navy; lBrmrd IRedimont, also with the Coordinator of -Inter-
Amzeihcan Affairs.

",he Bentley woman was explicit in that til of the individuals actively
en,-,eed in vqionage for the Soviets named by her were furnishing informnation
from\ the files to which tiey had access in Vashington and many of them prior to
Golw,' death paid their Communist Party dues to Golos through her.

."To <late over 80 Indtividuals have beeni imamed by Miss lientley as belig con-
nected with the Soviet espionage organization either in Washington or In New
York. Of this number .37 have been identified as employees of the United States-
Government In Washington, D.C. Bentley has stated that each of these in-
dividuals probably obtailvd Information from others either casually or through-
wtual recruiting and wl*vh whom Bentley herself did not ,oxiie in contact" (pp.71-73 )."

-irhe memoranduim alro said:
$.Igor (Iouzenko, former ,('((e clerk IlU the office' of G4. Nikolai Zrfbotin, Soviet

Military attach, Ottawa, Canada, when interviewed by a representative of this.
JBureau an(i offIc(ers of the Ro4yal Canadian Mounted Police. stated that he had-

been informed by Lieutenant Kulakov in the office of the Soviet. military attach
that the Soviets had an agnt in the United States in May 19i5 who was an assist-

ant to the then Secretary of State, Edward It. Stttinius" (p; 71).'

4 TWO SOVIET RINGS EXPOSED

In addition to identifying the more than 80 particular Communist agents. 37
of whomi were in the United Stat*i Governmient, Elizabetli Bentley testified
before our subcommittee on May 29, 1952, that to her knowledge there were 4
Soviet espionage rings operating within our Government and that only 2 of
these have been exposed.

"Miss BENrLEY. First, on the point as to whether or not there are Communists
still in the Government, I agree with Mr. Chambers ' on that.

"Mr. Moaias. In whut respect?
"Miss BENTLEY. I agree with him that quite obviously there still are Coin-

irmuisti in the Government, partially because it is an obvious thing and partially
because I was told by one of my Soviet contacts about the existence of other
groups in the Government.

"Mr. MORRIS. In other words, you knew there were espionage rings other than.
your own in thA 0rvPrnrnmnf and vnii kinvw tho- havmn'' h n lvxaii,

"Miss BENTLEY. I know they haven't been exposed. I was not told who they
are, but since they were not exposed, obviously they are still operating.

"Mr. .toas. You knew of two irdividual rings working under you?
A" iss BENTLEY. Two individual rings plus a collection of individuals I dealt

with individually.
"Mr. Mortais. One was the Sllvermaster ring?
"Miss BENTLEY. That is correct.
"Mr. 'Moiais. And the other?
"Miss BENTLEY. We called it the Perlo group.
"Mr. Moam. You had some indirect knowledge that Alger Hiss was operating

in the Communist framework, did you not?
"Miss BENTLEY. Yes. One of the members of the Perlo group had at one time-

been taken out of that group by Mr. Hiss and turned over to the Russians,. and
I discovered that during the course of my talking to one member of the group.

"Mr. MoRMS. In other words, there was a stili a third group that you knew of
that existed at that time."

*$ * * * *

2A1! page references are to the hearings on Interlocking Subversion tn Government De-
l)artments unless oriterwise indicated.

' This ii the paragraph quoted by Mr. Nixon in his 1950 speech.
4Whittaker Chambers, fix concurrent testimony (IPR, p, 4776).
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THEli EXTI-NI ' OFTHE W1IIAA1ON

Acca'idiiig to tile evidetwe Iin 0111. Icoorl5, thowstk involved in tile stlel ~iki -
iiilli.t iiiidci'gronwid ini'liidt'd anl excut ive as instant to th" l'r(Aduiit of t he
United States; an Assisimit Seci etary of the Treasury ; at United States Treasuryv
1atta(K-1( ill China ; the Director of the Office of SIci~al Poiitieiil Affairs for
the State Dcpartmnt: thle S'ecretary of the Internat lenil Monetary l'un;tile
hid~t of the Lrat in-Anieritcun Division of thle Offilce of St ratcgie sei'vick-A; a1
mnembexr of tit -e National 1ltixer Ilelatloef Board ; si.,eretary of thli NatIional
Labor Mh1lat iolis Bloard ; cietf cotimisel, Seonate Sul$(lIoinit tc0 ()it Civil itrle
vhief, SltitclAitily.is Briic'h, War l'rodluf'tln Bioard; Trteasiii'y I)(-paft-
ment repre,'-A -a i ve and( nditier Inl Flinancil Cont rol D)ivision of thle Northl
African 1econotatic Boamin I NIMNI antd at thle met halg of tl( 7lie Cunil of
Forelin Ministers in Mlosc-ow; director, National W-esearch Projecet of the Works

THE FIRST PENKTIIATIO.N

T.Pito fi rst! orga Iied subv'ersioni eiieountei'ed by thic S1lwi('~iittie, in pl)Oit of
tlife, w',s that ace'naitiished by the Iirold Ware iiidt'rground cell of the
Coinimunist, Party' in Washingtoni, D.(-", in the early lt)W's4. *With the recognition
that onlay Som~eone' Who bast been axtiong the rankst of the Coiiiiilstg call
authoritatively testify as to who also were in the ranks, the subcoillittee
took lestinoiiy froin two ineinbers of this cell. TIhey were Whit-taker Cmbers
and Nathaujiel WetyI.6 lit setting forth the mneinber~s of the Ware 'ell, we fire
listing thle pc.sitiils w c~h bsqery~'ivdin government or in I

iliffl life anld how thlAY-iestiiied when the(y Nvei'e, ll ead by the sub-coml-
mittee..1-0 1 i

Nathan "Witt "s attorney for Agricutlturail Adjljivnt Atli inisti'ation
Assistumt G ene Al Counsel, National Iahr elations Bolftrd ; thle secretary,
N10tion11Li 11ab t elations Board. (blvoked _his coiistituid M pri ikle of
refusing to v4er on the t~ifd' hat lip could iioLk be conimpe1enix bea-r wltnew3

IA" I'rcsrsinan, Asmpms alit Gene~a ICOoi~nscl, Ag~(iulture Ajm n dnn
istrttion;/G-eneral Coll sel, Worl s IPIrog'kilininistration 4111in esettleinent
A(dininjis tptation ; general--- mllalbs -Cf- 'Admitted /6 mnunifst enibe-rsip,
before"-j House Un-American M4ytc Oon i ttee.)

John )r' Abt, attorney for A RUA Adj1i t Adnilnist ra tion ; Aw~istat
GeneraV Counstel, W)rks Pr st Administrai o t, speci~ai counsel, lecurities
and Ex hanged C&,4fnism )n; (11 (orN) 'I Lap I tte- Civil hix"bes C nuittce;
speci-al issiscant td the Att" ev 67en1. 1 rilte.)

Adminl1  
A"" llt 'rX i. .ttle Committe NainlAd1n tration, st in ein~, 'ikoa f'ja--~--- '

L.ab eltlorg Boird; sLAf ienbero J'eua t iix~ni tcee on "iWar Mu ilization;
staff me 1ber, Sen.4e Sufwow nite RN X>t file 11Qlith and &duc- ion. (In-
Voke r vilege.)

H eniry TCollins, Jr., National Rec~overy 4dniinistration; Soil onservat ion
Service; 1bor Departnient;,,ttiff tn'Vber, House C ititte-Itrtt
Migration; P enate Cainmite on Si 'jl 3~i essSn ate Sum omniteo

Telhnoogl~ Mbili'ttlo4 nteed l~ hitry(G,,Y(rnment scr icc as captain
and retire a4,nmajor; Staiat& Depart lit, displaced persons program; Inter-g o e rcn oe l Cl~ o i i t o n 4 R efu g e d (j v o e pt r iv il e g e )goenetlCmiteo eues Ivkdpiie ItVictor Perlo, Ni'akonal Recovery Adin ist ration; Hon1 Owners' Loan Cor-
poration; Conlmere'Wlpartinent, economic analyst; O0t0Ae of ) Price Adnistra-
tion, Chief, Statistical Atw~lysis Branch; War rjdlictiomi Board on prolemsfl
of military aircraft produce r4~esyIepi rt nen lt Division of Monetary

Research. (Invoked privilege.)
hlairoid Ware, con-sultanit to the Ag'ricult nrc Departmnt;- (Icemased.)
Alger Hiss, assistant to the General Counmrel of the Agricultural Adbustient

Aim-inistration ; counsel to the fcenate Committee Investigating tile Mummi11tionls
Industry; staff of the Solicitor General of the United Stalte'; spcvflal aksalatant

tthe Director, Office of Par Eastern Affairs; Director of Office of Special

I It also took the executive session testimony of another ex-Communist whbo wft8 part

Ofless Important Government Communist ring that operated at that time and gavecijnsi-derable corroboration to the Chamb~ers and WeyI testimony.
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olithcal Affairs, Department of State; secretary General, United Nations
?uL~L'tcii,: (D-c-'kI Co-_'.onist 'arty nember~hip before IIUAC.)

A ]Donald liss, attorney, Public Worhs Administration; Assistait "ul4itor,
D)epartuient (if Labor; assistant to the legal adviser in the Department of
State. (Deiled Cowutunist Party membershlp.)

Set forth herein are some of the individual cases reviewed by the suhcom-

8OME CAbSE IlSTORIES
HatoldI Gl88er

'The Nixon neloralduml made reference to Harold Glasser in 1W5. It read:
4"B1eitley advised that members of this group had told her that Iliss, of the

State department, had takeu ilaroll Glasser, of the Treasury Department, and
2 or 3 others and had turned them over to direct control by the Soviet represent-
ativss in this country" (p. 72).

When Miss Bentley appeared before the subcommittee in 1951 and 1952,
she t(tiffed in greater detail about Glasser.

M68 BEINTLEY. I II 1114 I took a group of peol)le I called the Perlo
group. * * One of the meinbers of this group was a Mr. HIarohl Glosser in
the Treasury. In the process of checking everyone's past, I found that Mr.
Glasser had, at one time, been pulled out of that particular group and had been
turned over to a person whom both Mr. Perlo and Charles Kramer refused to
tell me who It was, except that he was working for the Russians, and later
they broke down and told me It was Alger Hiss" (. P. It. pp. 441-442).

Whittaker Chambers has also testified under oath that he had met Harold
Glasser.

In his book, "Witness," published In 1952, Chambers writes:
Harry Dexter White wag the least )roductive of the four original sources.

Through George Silverman, he turned over material regularly, hut not in great
quantity. Bykov funded, but there was little that he could (1o alout it. As a

fellow traveler, White was not subject to discipline. Bykov suspected, of
course , that White was holding back material. ")u musst ihn kontrollieren,"
said Bykov, "you must control him"-In the sense in which police "control"
I)ass[)ortqs, by Inspecting them.

I went to J. Petorf. who was in Washingtom constantly in 1937, and whom I
also saw regularly in New York. I explained the problem to him and asked
for a Communist in the Treasury Department who could "control" White.

only would It have been prejudicial to the national interest to have released them
then to an unauthorized person, but now, 10 years later, it would still be pre-
judicial to the national interest i0 reiaun

""Mr. WFra.rs. In my judgment that is entirely correct, sir" P (pp. 1390-1391).
When these documents were delivered to Chambers, Alger Hiss and Harry

Dexter White held relatively minor positions In the Government service. In
the years that followed, As Already noted, they gained entrance to the innermost
command posts affecting American foreign policy.

Dr. Edna Fluegel, a former State Department foreign affairs :2peciallst, was
asked about Hiss' ultimate access to secret documents when she appeared before
the subcommittee In the 1PR hearings.

"Mr. MORRIS. What documents or what material would be available to him
[Hiss] in that role?

"M Ss FLUEEL. Everything that existed.
"Mr. MoRnRIs. Everything in the entire Department of the highest elossifl-

cation?
"Miss InukroA:. Yes. At that particular time, you see, postwar involved

everything, economics, social, political.
"Senator WA'KINS. Do you know that of your own personal knowledge?
"Miss FLUFOE. Yes. You see, everything, every single decision-at that time,

they had this top Secretary's Committee which was the final place where policy
decisions were made, and it really operated then. So that every paper on every
subject requiring top policy decision came to It, and Mr. Hiss was ex officio a
member of that committee.

"Senator WATKINS. And all that material was then available to him as it was
to the members of the committee?

"Miss FmuEom. That Is right"2  (p. 2838).

26 H1earlngs regarding Communist espionage In the United States Government, pt. II,
by House Ti-n.Amerlcan Activities Committee, 80th Cong.. 2d sess.

" Institute of Pacific Relations hearings, pt. VIII, by Senate Internal Security Sub-
oommittee, 82d Cong.



NOMINATIONS 219
TH[E I IN

The design of Communist pn*tratlon tcstiied to in past years by Elizabeth
Bentley, Wlittakcr chambers , Louis Budenz, Nathaniel Weyl, and others,
was clarified and substantiated by the documents adduced in the Senate Internal
Security Subcoumnittee's hearings this year. All of the Government employees
exlxsed by these witissus were thre-ads in this design.

When the principal concern of Government was ev.onoiic recovery, they
were in the Agricultural Adjustment Administration, the Works Progress Ad-
ministration, the National Recovery Administiation, and new sections of old
departments. urgingg the war, they joined such wartime agencies as the
Board of Economic Warfare, the Fedcral Economic Adiniiistration, the Office
of Strategic Services, and the like. Toward the end of the war 1nid in the
postwar period, they were operating in the foreign policy field. At the end
of the war, they were gravitating toward the international agencies.

They colonized key committees of Congress (1. 3u4"45). They helped write
laws, conduct congressional hearings, and write congressional reports. (See
testimony of Harry Collins, pp. 1 ff. ; Charles Kramer, pp. 327 ff. ; Chrles Flato,
pp. 487 f.; Fre erick Palmer Weber, pp. 177 ft.)

advhey advised (abiint itembers, wrote speches for them, and represented
them Il Intergoveraineatal conferences. (See testimony of Harry Magdoff,
pp. 29)6 ff. ; Edward J. Fitzgerald, pp. 241 ff. ; Harold Glasser, pp. 53 ff.) They
staffed Interdepartmental committees which prepared basic American and
world policy. (See IPR hearings, pp. '-S24-2,S7.)

Perlo's duties and responsibilities at the Treasury included the following:
"To serve as an a(iviser and lie responsible for recommending actions required

in the following fields:
"(a) Aslets of domestic economy in relation to international financial affairs

such as the supply of money and its speed of circulation, bank deposits, rind
lending activity, the volume of private savings and their abso*rption through
domestic investments, production, and employment trends in industries with
important potential export markets.

"(b) The effects on domestic economy of current hiternational financial do-
velopments and the prospective effects of International financial proposals** "
(p. 402).

The man who wielded this power hi the Government of the United States,
is now an open propagandist for the Soviet world conspiracy. I-Is hook,
"American Imperialism," was brought out by International Publishers, which
Is the official Communist Party publishing house in the United States. The
book was given the highest praise that communism bestows When the Daily
Ponle's World. v.eat coast mouthpiecee" of the party, hailed it with these
words: "Perlo bi wings Lenin on imperialism up to date" (p. 406).

Adler lived with Glasser when both were faculty members at the People's
Junior College In Chicago. Adler was representative of the Treasury Depart-
ment In China after March 1, 1944. He returned to duty In Washington Oc-
tober 5, 1949.35

Adler was nominated by the Treasury in 1942 as the American representative
on the Anerican-British-Chinese Stabilization Fund. The function of this fund,
presumably, was to save Nationalist China from the Inflation that did so much
to weaken it as it faced the Communist onslaught.

In this connection, the subcommittee calls attention to a note found among
the papers produced by Whittaker Chambers which was written in Harry
Dexter White'R_ own hand:

"We have just agreed to purchase 50 million more ounces of silver from
China. China will have left (almost all In London) about 100 million ounces
of silver. Her dollar balances are almost gone."

When Mr. Nixon introduced this note on the floor of the House on January
26, 1950, he said :

"I discussed this excerpt with a man whose judgment I value in analyzing
such documents, and he Informed me that that information in the hands of
individuals who desired to embarass the Chinese Government would be almost
invaluable."

t ietaringe regarding communism in the I1S. Government before the Houe Commit-
tee on Un-American Activities (81st Cong., 2d sesm., p. 1726).
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TIlE ik' OVEt CAPITOl, HILL

On February S, 1947, the late Senator lohvr, M. La Follette, of Wisconsin,
wrote an art icle for Collier's magazine eit tiled, "Turn the Light on Conmmunism."
Collier's int reduced the article with this statement :

"The former Seaitor froi "Wisconsin speaks as one of Aneri(a's most noted
liberals in outlining his program for fighting a serious menace."

Oin the basis of what he ;aid in 19)17, it had been the sul woininittee's inten-
tion to itsk Senittor La Fodleite to appear before it. Ills regrvttable death iliter-
fered with the subcoiiiimiittee's plan. However, it is pertinent to examine his 147
article in the light of what has happened since then. Here are some significant
ptaragraphs from Senaitor La Follet te's art lee :

"I lmiiov from firsthand experience that ('ommunist sympathizers have infil-
trated Into committee staffs on Capitol 11111 in Washington. Frequently they
have been associated with desirable legislation and worthy ol)Jeclives, but always
ready to further their own cause at the expense of the legislation they were
advocating. A few years ago, when I was chairman of the Senate Civil Liberties
Committee, I was forced to take measures in an effort to stamp out liluences
within may owin committee staff.

urging g the late Congress, the staff of a subcommittee of tihe Senate Commnittee
on Education amid Labor was iniltrated by fellow travelers. The staff of the
lepl)per subcommittee on Wartime Ilvalith and Education was diligent In its
efforts to take matters into its own hamls, and probably did great harm to the
cause of improved health in this coumitry by Its reckless activities. I was ap-
pointed a mem-inber of this suboiommiittee, but I resigned from it. later--l)artlally
because of the pressure of other duties (the congressional reorganization bill
was taking much of my time) anld partially because I did not want to be asso-
ciated with a program of a staff in wvhomu I could not have complete conffideince.

"Later, the staff released a report and recoinmendat ions on health legislation
under highly irregular procedure that l)romnpted severe criticism on the floor of
the Senate. The report was a favorable recommendation on a highly contro-
versial national health program. It, was released with the implication that it
had tlhe approval of the sub and full committees.

"Similarly, the Kilgore subcommittee on War Mobilization (of the Military
Affairs Committee) and the Murray Special Committee on Small Business had

* staffs that many Senators believed had been Infiltrated by fellow travelers.

"One of the important ways in which fellow travelers on committee staffs have
* carried on their activities is through the illicit use of committee Information.

, " synmornA, committee staffs particioate in executive sessions and have access
to committee files, which frequently !nucllde private aocumuents wihich ihe U,,,,-
mittee has obtained under subpena on recommendation of the staff. Unscrupu-
lous employees can give out this Information to friends, as a private spying
system against their enemies as an advance tipoff of committee thinking, or as
a means of bringing pressure to bear where it might effect a desired course
of action.

"On several occasions I have had the revealing experience of receiving prompt
protests and advice from strange and remote sources the day after I had voiced
anti-Communist sentiments or voted contrary to the lirevailing Communist Party
line in executive sessions that were wholly unreported in the press. Such
reactions could not occur without an effective grapevine.

"Even more insidious is theI practice of coloring the information that is dis-
seminated so that local organizations, party-line newspapers, periodicals, and
circular letters can incite and inspire any desired reaction by high-pressure propa-
ganda techniques. This device is most effective under conditions where the
legislation or parliamentary situation is highly complex.

"With regard to minimum wage and FEPC legislation, it is my personal con-
viction that the Communists and fellow travelers who lobbied on these bills
preferred to get no bills at all. I learned after the completion of the Senate
hearings on the minimum wage bill that hearing schedules had been rigged to
the end that testimony from anti-Communist sources on the bill was not taken,
or else received rarely as a statement for the record rather than as testimony
before the committee. Committee employees are well aware tha;, testimony and
information can be made to appear either important or unimportant depending
o01 how It ts released or scheduled.
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"Tim dilliciltis of proving disloyalty charges are great, and the civil rights
of emlp yee. must be lrotected from witvb i bits. It is er, liov'ver, that the
(;ovrti'iitnmet has not iiinde very serious efl rls to investigate (hIestioiaile em-
ployezs. In 10-15, when the civil Sev'ie(' "sitability" ilieii4igatioiis were at a
peak, only aIbout 1 person out of every 25 lhcenients \yes chtiched. Only 74
lwrstns out of several million placel were declared ineligible on grounds of
disloyalty."

Nine of the wvitnv.,ses who applelared bfore the subcommittee and invoked
their )rivlege against, self-incrimination had l~ccn att ach(d to commiittees in
onle or both Ilouses of congresss . 'Tlhey are Johii Abt, Ihnry Collins, Charles
Flatb, (harles Kramer flarry Magdoff, Margaret Bennett Porter, Ilerbert '.
Schimmel, Alfred Van Tassel, Frederick Palmer Weber, and Allan Rosenberg.
who invoked his privilege against incrimination before the HIJAC, and Alger
Miss alts serve l on Capitol Iil.
Abt wvas chief counsel to Senator La Follette's own sulbconmnitte-e on Civil

Liberties (1). 6-15).
Alger hiss was a legal assistant to the Senate Committee Investigating the

Munitions Industry.
Allan Rosenberg was the first man hired under Abt on this committee and

followed him Into the National Labor Relations Board, where lie ultimately
became senior attorney in the Litigation I)ivision.

Flato wits pblic relations officer of the La Follette committe-e. Ile was also
attached to the louse Committee on Interstate Migration (pp. 490, .191 ).

Schilinel was also on the staff of this committee (report of the subcommittee
January 2, 1953, on Activities of United States Citizens Employed by the United
Nations, ).

Kramer was a field investigator for the La Follette committee, "working on the
reports" and preparingg for hearings." lie also had "fInal responsibility" for
the report of the Senate Subcommittee on Technical Mobilization and was
attached to the staff of the Senate Subwowmmittee on Wartime calth and Educa-
tion (pp. 339, 371, 366).

Magdoff was assigned by the then Secret'ary of Commerce, Henry A. Wallace,
to serve as consultant with the Senate Special Committee To Study Problennm of
American Small Business (p. 316).

Van Tassel was on the staff of the same committee (report of this subcom-
mittee January 2, 1953, on Activities of United States Citizens Employed by the
United Nations, p. 6).

Collins was director of the Senate Small Business Committee and coordinator
of field hearings for the House Committee on Interstate Migration (pp. 33, 50).

Weber was attached to the staffs of the House Committee on Interstate Migra-
tion and the Senate Subcommittee on Technical Mobilization (pp. 178-180).

Commerce (p. 736).
It is important to note that four of them, Abt, Hiss, Kramer, and Collins, were

named by Whittaker Chambers and Nathaniel Weyl as members of the Ware
cell, which was the general staff of the original Communist underground in
Government. Miss Bentley also testified that Abt and Kramer were part of the
Soviet espionage ring which she served in the I940's.

It will be recalled that Senator La Follette named his own subcommittee, as
well as three of the other bodies named above as among those congressional com.-
mittees which had been hnfillrated. It will also be recalled that he charged this
Infiltration had occurred through assignment of persons from executive agencies
of the Government. Other charges by Senator La Follette included the accusa-
tions that a committee staff released a report on legislation "under highly
irregular procedure," that they "carried on their activities through the illicit
use of committee information and gave out this information to friends as a
private spying system against their enemies or as a means of bringing pressure
to bear where it might affect a desired course of action."

Senator BE.NEr. Before we adjourn, Mr. Chairman in fairness
to Mrs. Shearon, she said earlier in her testimony that sie had a lot
of telegrams she wanted to offer for the record. I do not think she
had the opportunity.

Mrs. SIEARON. Thank you very much. Actually, I would haveliked to put iii the 300 letters and telegrams I hia-v, received from all
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over tlie country. But I suspected you miglit not like me to put il
8) iiany, T) I have picked soie of tie hest on s.

Thle (C.i iA t.A. We can ace(C,)t tihem as part of t he record of tho
comlnittee, but not avccpr. thei as l)art, of tire pri--ed record.

Mrs. Sil!:\itoN. ('a1n'Oil y it, just a few in tie reIcord, ats some of tile
autliorizat ions for iy testilollv

The (iiA iMAN. Are tlhey autlient icated ?
nMrs. iliAllON, I picked ott a, sniall liuncl.

Trhe CAIIAIMAN. W\e shall look then over.
The Cliair would like to insert in the record at this point a letter

lie re(eivCd froni the Secretarv of Healtlh, ]Education, an(l 'Welfare,
the Honorable Abrahani Ribicoff.

(The letter is as follows:)

Tii SciUrARY OF HEALTH, EDUCATION, AND WELYAaE,
Wa8hinytoi, Februury 16, 1V61.

1l1ol. l-I{RuY FIX)O) BYRD,
U.S. ,Scnate, V'ashbigton, D.C.

DEAR SExATOR BYRo: I want you to know how much I aipreitate your in-
strueting Mrs. Springer to send mie .opies of the correspon(lence concerning
Wilbur J. Cohen. I have read these letters with interest.

There is no question but that Wilbur Cohen is a controversial figure. Ile
himself had told ne this. Mr. Cohen bis been in the forefront of the social
seN'urity field since Its Inception. )uring th.sje years lie has made both enemies
and friends. Ihln groups feel strongly about him.

There have been five loyalty determinations covering Wilbur Cohen, the Iast
decision having been handed down by the International Organizations Employ-
ees Loyalty Board on March 4, 1955. All of these hearings have resulted in
favorable decisions for Mr. Cohen, each concluding that there is no reasonable
doubt as to his loyalty. As a matter of fact, the 1953 hearing granted Mr. Cohen
the :,e.uriL7 clearance of secret.

D'rlng the first busy month of this administration, Mr. Cohen has been
outstanding. ls knowledge, ability, and dedication is of the highest. I lhve
(llsessed him personally with Members of Congress and of the Cabwiiet who
have known him for many years. All of them vouch for his ability, intgrity,
and sincerity. While there may be sincere differences among Members o' Con-
gress anti the iublic concerning Mr. Cohen's philosophy, yet In the final analysis
A&. ... 41) 6.-. W -- 6^ -1., %0,^ -1.1tvr. n . oln o o# n hir 1 nptrntmnt aiaihi et, of tel i

to the policies established by the President and the laws passed by the Congress
of the UInited States. Mr. Cohen fully understands that within this framework,
he will carry out the decisions.

Again, thank you very much for the many courtesies you have extended to
me. I am,

Sincerely,
ABRAHAM RInICOF, Secretary.

(The following letters and telegrams referred to by Dr. Shearou
were subsequently inserted in. the record at the direction of the Chair:)

Vz, TUE PEOPLE,
NATIONAL COALITION TO COMBAT COMMUNISM IN THE UNITED STATES,

Chicago, IU., February 14,41961.
i8s MARJORIE SHE.,ARON,

Chevy Chase, Md.
DEAu Miss SHEARON: We have just had word from Drs. Pavey and Rumph

that you need our authorization to represent us before the hearings on qualify-
Ing Prof. W. J. Cohen for his appointment. We are happy to have you do so on
the basis that he has a reputation of affiliations with Communist fronts and is
not, therefore, a fit American to serve in our Federal Government, even as
Assistant Secretary of the HEW Department.

While you are at it, you might ask why the HEW Department has never
cleared itself of charges by Herbert Philbrick and Dr. R. P. Oliver. These
are, according to Philbrlck, that the Department of Health, Education, and
Welfare employs fully one-third of the top echelon of Communist conspirators
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in this country. And, according to Dr. It. 1P. Oliver, ITniversity of Illioiz, he
estiiates that 75 lk.reent to 80 percent of the rCsponsible officers in the IhEW
Department are Communist conspirators.

If the.je charges are true, then, of course, W. J. Cohen would be In his clement.
But, even so, it is tO cut down the prolrtlon.

Why not inspire an investigation of the HEW Department because thes.e are
the characters that will be determining how our children are taught iu the
public schools after Federal aid for teachers' salaries goes through.

With kind regar(Ls and best wishes to you,
IhAitRY T. EVERINGIIA.M.

COORDINATED c IVICOMII'rTFX:8 OF AMNIUlCA,

llouston, 'cx., February 26, 1961.
Re appointment of W. J. Cohen, Assistant Secretary of IIEW.
Dr. MARJOIE SHEARON,

Chevy Chase, Md.
I) EAR )R. SHEARON : The undersigned committee has given full consideration to

the NN. .1. Coln nip'niltment ,to the position of trust as Assistant Secretary of
IIEW. Our investigations indicate that you propose to submit factual testi-
moiny, on the practices and affairs of the appointee in question, before the Senate
Finance Committee. We urge that you do so, and request you to register the
opposition of the full body of Coordinated Civic Coinnittees of America to this
irregular and dangerous appointment.

Yours sincerely,
B. EDVARD BURGESS,

Member, National Affa irs Commit tee, Coordina ted Civio Committees.

KINSTON, N.C.
The ShIEARoN LLnIosLATLVE SERVICE,
Chery Chase, Md.

MY DEAT I)R. SHEARON: I am alarmed at the number of people with subver-
sive records who are being appointed to Government position. For more than 20
years I have watched numbers of appointments confirmed because there was no
protest from the people. Please present my protest to the committee when Mr.
Cohen's name Is presented. I will Join you In presenting the record you have
given us in your "Challenge to Socialism."

STELLA K. BARBEE.

FLI T, Micit., February 21, 1961.
Miss MARJOME SHEARON,
Shearon Leqislative service, 8801 Jones Mill Road,
Chery Chase, Md.:

Your exposure of Wilbur Cohen's past record with subversive connections and
associations Is a great patriotic service and should receive support by all right
thinking and properly motivated Americans. Count me a loyal supporter.

Sincerely,
GEORGE V. OoyovER, M.D.

Ox-LAOmA Cmr, OKm.., February 11, 1961.
Dr. MARJOIam. SitEARON,
Chevy Chase, Md.:

This is to designate you to testify before the Senate Finaace Committee on be-
half of 5,50 members of the Oklahoma County Medical Society regarding our
opinion relative to the lack of qualifications of Prof. Wilbur J. Cohen for his
proposed appointment to the Department of HEW.

RICHARD CARPENTER, M.D.,
President, Oklahoma County Medical Society.
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KLAMATII FALLS, ORIvk., .'('iruUy 15, 196I.
Dr. MAIIJOHIE SIHEAHON,
("hcry Cht.aic, Md.:

I urge you to opoiitr before the Siat e Finince C onuittce to protest the ap-
poiitnent of Wilbur .1. Cohen as Asslstiit Secretary )f Ilialth, Educutioii, and
Welfare. I have already iked Senator Byrd to invite you i to appear. C(ellns
long record of dishoinesty find loyalty to SComnialist, Conist causes shouIld be
exposed aid proved to the Senaie Finance Coinliqttee.

VII.IIAM G. llot.roiul, Jr.,

Klimath Palls, )rucy.

ALVIN, TEX., February 1.), 1961.
Dr. AIiJOI1E SIIEARON,
('hclrj Chrst, 31d.:

Please present your facts on Wilbur Cohen, the Assistant Secretary of Health,
Education, and Welfare Department appointee, to Senator Byrd. The Ainer-
can people cannot stand a man such as this in our Government. American patri-
ots will support you in this fight to stop this appointment. Pleatie do not let us
down.

DONAI.I) KING, LiltTrpool, ''cr.

.SANTA BAIIIAITA, CALIF.
Dr. MARJORIE SInEAHION,
Chery Chase, Md.:

At meeting last night Santa Barbara County chapter of AAPN unaninously
voted to oppose appollntnlent of Wilbur J. Cohen as Assistant Secretary fTfW.
Urge you l)resent your excellent documentation on this subject to appropriate
se'iute conminittee.

JOHN I. RYDELL, M.D.,
Presidealt.

GRANVILLE F. KNIMIT, MI.D.,
Meniber of Couicil.

RoswzLL, N. MEx., February 14, 1961.
MARJORIE SHEARON,
Chery Chase, Md.:

You and the Ohio Coalition of the Patriotic Organizations are to be commended
for having more intestinal fortitude than the insurance industry and medical
;:cfzz---~ !~~ +h-l *ha nn.n.s.. . irnnt rtf Wilhur .1. Cohen. Under Secretary,
HIEWV. Please add my protest to yours in the appointment of this known Com-
munist-fronter to such a position of trust. He is certainly not fit for the posi-
tion and would appreciate your telling me how Anderson votes on this man and
his record.

GEoroGE S. RICHARDSON, M.D.

DAI.us, TEx., February 22, 1961.
Dr. IJIARJORIE SHEARON,
Chevy Chase, Md.:

Please add the name of the Board of the Dallas Federation of Women's Clubs
to the list of those groups opposing the appointment of Wilbur J. Cohen as As-
sistant Secretary for Health, Education, and Welfare because of his past record
of favoring Federal operation in these fields. We firmly believe such matters
should be handled locally.

Mrs. GEORGE A. RILEY,
Chairman of Legislation.

DALLAS, TEx., February 20, 1961.
Dr. MARJORIE SIHEARON,
Chem y Chase, Md.:

The 100 members of American Legion Post No. 581, who are Dallas business-
men, protest the appointment of Socialist Wilbur J. Cohen to be Assistant Sec-
retary of the Department of Health, Education, and Welfare. In our opinion.
this individual is not suitable for employment by the Federal Government.
Please make our position known.

C. I. BIRDARI, Conimiatider.
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COLUMBUS, OnIo, February 13, 1961.
Editor M[AiIJRI: SH rtARN,
Chevy Chase, 31d.:

The board of directors of the Central Ohio Academy of Genera' Practice, a
coimponent chapter of the Ohio and Anerican Acadeny of Genera 'ractice has

nimliiously and vehemently gone on record in opposition to tli ,roposcd ap-
pointnient by President Kennedy of Wilbur J. Cohen at. HEW Department
Assistant Secretary. The board of directors also strongly urges you to repre-
sent us and gives you the authority to voice our united protest when ci-nisidera-
tio;i of the appointment of Wilbur J. Cohen is presented and discus ;ed. Thank
you.

WADE D. BOWER, M.D.,
President.

,S'creta ry-Trea surer.

COLU-1tBUS, OnIo, February 13, 1961.
Dr. MARJORI SmlEARON,
Chcry Chase, Md.:

The Watch Washington Club of Columbus and Central Ohio, with a member-
ship of 300 ienbers and affiliates, object to the nin Cohen the administration's
choice for the position of Health, Education, and Welfare. Ills past record is
to far to the left to speak mildly to represent the American people on either
health or education or welfare.

Mrs. WAuREN GRIFFITIIS, President.

MINNEAPOLIS, MINN., February 14, 1961.
Mrs. MAitiomi S1FEARON,
Chevy Chase, Aid.:

As a mutual sickness. and accident and hospital insurance company we are
disturbed by the plan to add Government Interference with medicine and insur-
ance through increased Social Security taxes. For this reason we oppose the
creation of a Department of Medical Care In the Health, Education, and Welfare
branch of the Government, and the appointment of Mr. Wilbur Cohen as the
Assistant Secretary for Legislative Matters to carry out the plans.

PAUL CLEMENT,
Prcsldcn t. Minnesota Con mercial Men's A88ocia lion.

INDIANAPOLIS, IND., February 13, 1961.
MARJORIE SHEARON,
Chevy Chase, Aid.

With the Senate Finance Committee will you Include this telegram as our
protection against approving Wilbur J. Cohen as a top official for the social
security department? Since the dayS of the Wagner-Murray-Dingle bill, we have
watched his maneuvering to work up appearance of grassroots call for what
he wishes to promote. We doubt that some of his promotion associates have
our country's best interests at heart. Seems determined to bring about social-
ized medicine, compulsory iwsuranee, and a Socialist-type government, yet all
the time denying it. Surely someone more loyal to human liberty, constitutional
government, and individual enterprise can be found for the appointment under
consideration.

TiE FORTY-NINERS.

ONUS{ ox , I E.,F IU Jluary IF, I/T.(

Mrs. MARJORIE SHEARON,
Chevy Chase, Md.

We desire to have you represent us at the hearing before the Senate Finance
Comnimttee in regard to the qualifications Of WNrilbur J. Cohen for the post of
Assistant Secretary of HEW in charge of legislative matters.

Mrs. E. F. BROCKMAN, Citizens for Freedom.
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Dr. 'MARJORIK SiMAIION,
Churj Chase, Mid.:

So glad you will testify against Cohen. Individtials for Frcelum strongly
protest his apl)ointient.

Regards,
MAity D. CAIN, National Chairman.

ICor.MIus, O(Io, February 13, 1961.
MARJORIE SI iAoON,
Chcvy Chase, 31d.:

Represent these organizations in opposing appointment of Wilbur Cohen;Property Owner's Association Tax Payers, INe., and Ohio Edutcational Council.

FORT NVORTir, TEX., Februtary 11, 1961.
D)r. IARJORI SIIEARON,
Chci:y Chase, 31d.:

You are hereby designated as our representative to testify against Wilbur
Cohen in hearing on his conlirmnition as Assistant Secretary of IlEWV. Ve con-
Hider his appointment highly (luevtituabie.

K. A. IIART,
Leader, Chapter 85, John Birch Society.

FORT VORTH, Ttrx., .cbrutary 11, 1961.
Dr. M ARJORIE SIIEARON,

I Chevy Chase, Md.:
The Tarrant Texans for America, nonpartisan patriotic group of 300 to 4100

Texans, request that you present to Senate Finance Committee Wilbur Colhen's
lack of desirable qualifications.

MAIL RUMPIT, Chairman.

SANTA BARBARA, CALIF., February Ii, 1961.
Dn. MARJORTE SITEARON,

Chevy Chase, Md.:
Chapter 93, John Birch Society, urge you testify before Senate Finance Com-

mittee against appointment of Wilhur J. Cohen as Assistant Secretary of Health,
EdmucatIlon, and Welfare. We feel his past record makes him unsuitable for
such a responsible position. Depending on you to stop confirmation of his ap-
pointient.

Mrs. B. G. WnTHERiy.

OMA A, Nlni., February 13, 1961.
MARJORIE SHEARON,
Chevy Chase, lid.:

The Congress of Freedom, Inc., opposes the appointment of Wilbur J. Cohen
as Assistant Secretary of Health, Education, and Welfare, and authorizes you
to represent it at the public hearing to be held in regard to this appointment.

GEO. J. THOMAS, Executive Director.

ATLANTA, GA,., February 14, 1961.
Miss MARJORIE SIHEARON,
Chevy Chase, Md.:

Please request committee to give very careful consideration to appointment
Wilbur J. Cohen, Assistant In HEW. HIe has consistently promoted compulsory
Government medical care and has been successful getting the board of directors
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of t -, American Nur , ep u A ,"iit,n tsoproad his propaganda for such ills
as the Forand bill. Ile should not be appointed.

DANA IUISON,

Chairmaii, Legislative Committee, Georgia S'tate Nurses Associalion.

Sm .A .INnuic, S.C., Fbruury 20, 1961.
MARiORIE SIIiLARON,
Ch uury Chasce, 31d.:

Will alreciate your testifying against Wilbur J. Cohen. I am opposed to
Cohien Ihlding aiy Feleral office on grouids of his previous record.

CHAR"Es A. NEW.

KLAMATIH FALLS, OjmLO., February 15, 1961.
Dr. IARJORIE SIHEARON,

Chery Chase, 3id.:
Board of directors of Klamath County Chamber of Commerce has wired

Senator Harry F. Byrd, chairman, Senate Finance Committee, urging thorough
Investigation of background of Wilbur J. Cohen before acting on his appoint-
iment as Assistant Secretary of Health, Eduation, and Welfare. Would re-
specttfully ask you to appear before this committee with infortaion we
understand you have pertinent to this appointment.

GEoRGE T. CAILISON,
Manager, Klamath County/ Chamber of Commerce.

SACRAMENTO, CALIF.

'MARJORIE SHEARON,
Chcvy Chase, Md.:

From information published relative to the proposedd appointment of Wilbur
J. Cohen to the post of Assistant Secretary of Health, Education, and Velfare
in charge of legislative matters. I am urging your consideration, this request,
on the part of 27,000 family physicians of the United States, members of the
American Academy of General Practice. We urge you to bring full knowledge
to the Senate Finance Committee to clarify the question of Mr. Cohen's quail-
fications. We urge you to I)resent any information you iny possess that alight
show subversive activities on the part of the candidate or stated doctrines that
are foreign to our democratic government. Kindly keep us informed of these
netivities in Congress.

JOHiN V. WALSHI, MA..

President, American Academy of General Practice.

MINNEAPOLIS, MINN.

MARJORIE S EARO.*,
Chevy Chase, Aid.:

Paul Clement advised me of your opposition to proposed socialized medicine
and appointment of Wilbur Cohen. We are dedicated to preservation of con-
stitutional government and are opposed to all Socialist projects which will, if
continued, destroy our representative form of government, and we are opposed
to placing people who wish to socialize America in positions of power In our
Government. We wish to support efforts that coincide with our above-outlined
position.

WALTER H. WHEELER,

Chairman, First Minnesota Council, We The People.

The CHAIRMAN. We are adjourned until 10 a.m. tomorrow, exceu-
tive session.

(Whereupon, at 5:50 p.m., the committee was adjourned.)
%X


