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SOCIAL SECURITY BENEFITS AND ELIGIBILITY
THURSDAY, MAY 25, 1961

U.S. SENATE,
CoMMrrrE1E ON INIANCE,

Washington,D.C.
The committee met, pursuant to notice, at 10:15 a.m., in room 2221,

New Senate Office Building, Senator Harry Flood Byrd (chairman)
presiding.
Present: Senators Byrd, Simathers, Douglas, Hartke Williams,
Bennett, and Curtis, and Mrs. Elizabeth B. Springer, chiei clerk.
Also present: Robert J. Myers, Chief Actuary, Social Security
Administration; Miss Helen Livingston and Frederick B. Arner,
Education and Public Welfare Division, Legislative Reference Service Library of Congress.
The CHAIRMAN. The committee will come to order.
The Chair regrets that several other members of the committee are
attending other committee meetings or are out of town. However, we
shall proceed.
The hearing today is on the bill I.R. 6027, to improve benefits
under the old-age survivors and disability insurance program by
increasing the minimum benefits and aged widow's benefits and by
making additional persons eligible for benefits under the program,
and fc other purposes.
I submit for the record a copy of the bill and a brief summary of
the principal provisions on which testimony is to be given today.
(The documents referred to follow:)
([7.R. 6027, 87th Cong., lst

sea

AN ACT To improve benefits under the old-age survivors, and disability Insurance
progrm by increasing the minimum benefits and aged widow's benefits ana by making
additional persons eligible for benefits under the program, and for other purposes

Be it enacted by the Senate and House of Repreeentatives of the United Sta te
of America in Congress assnbled, That this Act may be cited as the "Social
Security Amendments of 1961".
TITLE I-AMENDMENTS TO TITLE II OF THE SOCIAL SECURITY ACT
INCREASE IN MINIMUM DENEFIT'3

SE.c. 101. (a) The table in section 215(a) of the Social Security Act Is amended
by striking out all the figures in columns I, Ii, III, TV, and V down through
the line which reads
"$18. 49

14.00

87. 10

88. 00

68

and Inserting in lieu thereof the following:
"
$18.48
---.
$37.00
$13.49

14.00

$87.10

88. 00

$68

69

41

$67

$40

69

41

61. 0"

$60.00
61.50",
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(b) The amendment made by subsection (a) shall apply only In the case of
monthly insurance benefits under title II of the Social Security Act for months
beginning on or after the effective date of this title (see section 106), and in
the case of lump-slmn death paymenta under such title with respect, to deaths on
or after such effective date.
-- VlP!TCU(RVN$QVVT5

F"

MVN AT AGE 62

SEc. 102. (a) Section 202 of the Social 'Security Act is amended by striking
out "retirement age" and "retirement age (as defined in section 216(a))" each
place they appear therein and inserting in lieu thereof "age 62".
(b) (1) Subsections (q) and (r) of section 202 of such Act are amended to
read as follows:
"Adjustment of 014-Age, Wife's, or Ilusband's Insurance Benefit Amounts In
Accordance With Age of Beneficiary
"(q) (1) If the first month for which an Individual is entitled to an old-age,
wife's, or husband's Insurance benefit is a month before the month in which such
Individual attains age 65, the amount of such benefit for each month shall, subJect to the succeeding paragraphs of this subsection, be reduced by"(A) % of 1 percent of such amount If such benefit is an old-age insurance
benefit, or % of 1 percent of such amount if such benefit is a wife's or
husband's Insurance benefit; multiplied by
"(B) (t)the number of months In the reduction period for such benefit
(determined under paragraph (5)), it such benefit is for a month before the
or
month In which such Individual attains age WJ,
"(11) the number of months in the adjusted reduction period for such
benefit (determined under paragraph (6) ), if such benefit Is for the month
in which such individual attains age 65 or for any month thereafter.
"(2) (A) If the first month for whteh an individual both is entitled to a wife's
or husband's Insurance benefit and has attained age 62 is a month for which such
Individual is also entitled to"(1) an old-age insurance benefit (to which such Individual was first
entitled for a month before fie attains age 675), or
"(li) a disability Insurance benefit.
then in lieu of any reduction under paragraph (1) (but subject to the succeeding
paragraphs of this subsection) much wife's or husband's Insurance benefit for
each month shall be reduced as provided in stbparagraph (B), (C), or (D)).
"(B) For any month for which such Individual is entitled to an old-age insurance benefit, such Individual's wife's or husband's Insurance benefit shall be
reduced by the sum of"(I) the amount by which such old-age insurance benefit Is reduced under
paragraph (1). and
"(ii) the amount by which such wife's or husband's insurance benefit
would be reduced under paragraph (1) if it were equal to the excess of
such wife's or husband's Insurance benefit (before reduction under this subsection) over such old-age insurance benefit (before reduction under this
subsection).
"(0) For any month for which such individual is entitled to a disability Insurance benefit, such individual'S wife's or husband's insurance benefit shall be.
reduced by the amount by which such benefit would be reduced under paragraph
(1) if It were equal to the excess of such benefit (before reduction under this
subsection) over such disability insurance benefit.
"(D) For any month for which such Individual is entitled neither to an oldage insurance benefit nor to a disability Insurance benefit, such individual's wife's
or husband's insurance benefit shall be reduced by the amount by which it would
be reduced under paragraph (1).
""(8) If

"(A) an individual Is or was entitled to a benefit subject to reduction
under this subsection, and
"(B) such benefit Is increased by reason of an increase in the primary
Insurance amount of the Individual on whose wages and self-employment,
Income such benefit Is based,
then the amount of tle reduction of such benefit for each month shall be computed Aeparately (under paragraph (1) or (2), whichever applies) for the portion of such benefit which constitutes .5uch benefit before any increase described
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in subparagraph (B), and separately (under paragraph (1) or (2). whichever
applies to the benefit being increased) for each such Increase. For purposes of
determining the amount of the reduction under pmragraph 1I.) or (2) In any
such increase, the reduction period and the adjusted reduction period shall be
determined as If such increase were a separate benefit to which such Individual
was entitled for and after the first month for which such Increase is effective.
"ItA%I A

hwlfl
Vn

i~oisuta

hant,~k alhalU

J-a0%

t~~AnI,
hig "11%oInIn.

"(I) for any month before the first month for which there is in effect
a certificate filed by her with the Secretary, In accordance with regulations
prescribed by him, in which she elects to receive wife's insurance benefits
reduced as provided In this subhaction, or
"(i) for any month In which she has In her care (individually or jointly
with the person on whose wages and self-employment Income her wife'a
Insurance benefit Is based) a child of such person entitled to child's insurance benefits.
"(B) Any certificate described In subparagraph (A) (I) shall be effective
for purposes of this subsection (and for purposes of parenting deductions under
section 203(c) (2))"(I) for the month in which It is filed and for any month thereafter, and
"(ii) for months, In the period designated by the woman filing such certificate, of one or more consecutive months (not exceeding 12) Immediately
preceding the month In which such certificate Is filed;
except that such certificate shall not be effective for any month before the month
in which site attains age 62, nor shall It be effective for any month to which
subparagraph (A) (1I) applies.
"(C) If a woman does not have in her care a child described in subparagraph
(A) (it) in the first month for which she is entitled to a wife's insurance benefit,
and Ifsuch first month is a month before the month In which she attains age 65,
she shall 1'e deemed to have filed in such first month the certificate described in
subparagraph (A) (I).
"(5) For purposes of this subsection, the 'reduction perlo' for an individual's
old-age, wife's or husband's insurance benefit is the period"(A) beginning"(i) in the case of an old-age or husband's insurance benefit, with
the first day of the first month for which such individual is entitled to
such benefit, or
"(ii) in the case of a wife's insurance benefit, with the first day of th#
first month for which a certificate described in paragraph (4) (A) (I)
is effective, and
"(B) ending with the last~day of the mouth before the month in which
.nuch individual attains age 65.
"(6) For purposes of this subsection, the 'adjusted reduction period' for an
Individual's old-age, wife's, or husband's insurance benefit Is the reduction period
prescribed l.y paragraph (5) for such benefit, excluding from such period"(A) any month in which such benefit was subject to deductions under
section 203(b) 203(c) (1), 203(d) (1), or 222(b),
"(B) in the case of wife's insurance benefits, any month in which she had
in her care (individually or Jointly with the pers' n on whose wages and
self-employment income such benefit is based) a child of such person entitled
to child's insurance benefits, and
"(0) In the casce of wife's or husband's insurance benefits, any month for
which such Individual was not entitled to such benefits because the spouse
on whose wages and self-employment income such benefits were based
ceased to be under a disability.
"(7) This subsection shall be applied after reduction under section 203(a)
and after application of section 215(g). If the amount of any reduction computed under paragraph (1) or (2) is not a multiple of $0.10, it shnll be reduced
to the next lower multiple of $0.10.
"Presumed Filing of Application by Individuals E'ligible for Old-Age Insurance
Benefits and for Wife's or Husband's Insurance Benefits
"(r) (1) If the first month for which an individual is entitled to an old-age
insurance benefit is a month before the month in which such individual attains
age 65, and If such individual Is eligible for a wife's or husband's insurance
benefit for such first month, such individual shall be deemed -to have filed an
ipplication'In such nonth for wife's or husband's insurance benefits.
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"(2) If the first month for which an individual is entitled to a wife's
or husband's insurance benefit reduced under subsection (q) is a mouth before
the month in which such individual attains age (15, and if such individual is eligible for an old-age insurance benefit for such first month, such individual
shall be deemed to have filed an application for old-age insurance benefits-"(A) in such month, or
"(B) if such individual is also entitled to a disability insurance benefit
fmr snrh month, in the first subsequent month for which such individual
is not entitled to a disability insurance benefit.
"(3) For purposes of this subsection, an individual shall be deemed eligible for
a benefit for a month if, upon filing application therefor in such month, he
would be entitled to such benefit for tuch month."
(2) (A) Section 202(s) of the Social Security Act is hereby repealed.
(B) Section 223(a) of such Act is amended by adding at the end thereof the
following new paragraph:
"(3) If, for any month before the month in which an individual attains age
65, such individual is entitled to"(A) a widow's, widower's, or parent's insurance benefit, or
"(B) an old-age, wife's or husband's insurance benefit which Is reduced
under subsection (q),
such Individual may not, for any month after the first month for which such
individual is so entitled, become entitled to disability Insurance benefits; and
a period of disability may not begin with respect to such individual in any
month after such first month."
(C) Section 223(a) (1) of such Act is amended by striking out "the month
in which he attains the age of sixty-five," and inserting in lieu thereof "the
month In which le attains age 65, the first month for which he Is entitled to oldage insurance benefits,".
(D) The third sentence of section 216(i) (2) of such Act is amended by striking out "a period of disability shall begin" and inserting in lieu thereof "a period
of disability shall (subject to section 223(a)(3)) begin".
(3) Section 202(j) (3) of such Act Is amended to read as follows:
"(3) Notwithstanding the provisions of paragraph (1), an individual may,
at his option, waive entitlement to any benefit referred to in paragraph (1) for
any one or more consecutive months (beginning with the earliest month for
which such Individual would otherwise be entitled to such benefit) which occur
before the month In which such individual files application for such benefit*
and, In such case, such individual shall not be considered as entitled to such
benefits for tiny such month or months before such individual filed such application. An individual shall be deemed to have waived such entitlement for any
such month for which such benefit would, under the second sentence of paragraph (1), be reduced to zero."
(c) (1) Section 216 (a) of the Social Security Act is hereby repealed.
(2) The following provisions of title II of such Act are amended by striking
out "retirement age" each place it appears therein and inserting in lieu thereof
"age 02":
(A) the next to the last sentence of section 213(a),
(B) subsections (b), (c), (f), and (g) of section 216, and
(C) the second sentence of section 223(a) (2). *
(3) The following provisions of title 11 of such Act are amended by striking
out "retirement age" and "retirement age (as defined in section 216(a))" each
place they appear therein and inserting In lieu thereof "age 62 (if a woman) or
age 65 (if a man)":
(A) section 209(t),
(B) the last sentence of section 213(a),
(0) section 216(1) (3) (A),
(D) the first sentence of section 223(a) (2), and
(E) section 223(c) (I) (A).
(d) (1) Section 215(a) (4) of such Act Is amended to read as follows:
"(4) In the case of"(A) a woman who was entitled to a disability Insurance benefit for
the month before the month in which she died or became entitled to oldage Insurance benefits, or
"(B) a man who was entitled to a disability Insurance benefit for the
month before the month in which he died or attained age 65,
the amount In columni IV which is equal to such disability insurance
benefit."
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(2) Section 215(b) (3) of such Act is amended to read as follows:
"(3) For purposes of paragraph (2), the number of an individual's elapsed
years is the number of calendar years after 1050 (or, if later) the year in which
he attained age 21) and before"(A) in the case of a woman, the year in which she died or (if earlier)
the first year after 1960 In which she both was fully Insured and had attained
age 62,
"(B) in the case of a man who has died, the year in which he died or
(IfcarHC..)
th f.,
year aellr 1= la wkehk w IFj0l wum £uiiy insured and
had attained age 65, or
"(C) in the case of a man who has not died, the first year after 1960
in which ho attained (or would attain) age 65 or (if later) the first year in
which he was fully insured.
For purposes of the preceding sentence, any calendar year any part of which
was Included in a period of disability shall not be included in such number
of calendar years."
(3) Section 215(f) of such Act is amended by adding at the end thereof
the following new paragraph:
"(7) (A) In the case of a man who attains age 05 and who became entitled
to old-age Insurance benellts before the month in which he attains such age, his
primary insuritnce amount shall be recomputed as provided In subsection (a)
as though he became entitled to old-age insurance benefits in the month in which
he attained age 65. except that his computation base years referred to in subsection (b) (2) shall Include the year in which he attained age 65. Such re-computation shall be effective for and after the month in which he attained age 65.
"(B) In the case of a man who became entitled to old-age insurance benefits
and died before the month in which lie attained age 05, the Secretary shall, if
any person Is entitled to monthly Ini*rance benefits or a lump-suni death payjuent on the basis of the wages and self-employment income of the decedent,
recompute his primary insurance amount as provided in subsection (a) as
though he became entitled to old-age insurance benefits in the month In which
he died; except that (i) his computation base years referred to In subsection
(b) (2) shall include the year In which he died, and (11) his elapsed years referred to in subsection (b) (3) shall not include the year In which he died or any
year thereafter. In the case of monthly insurance benefits, such recomputation
of a man's primary insurance amount shall be effective for and after the month
In which he died."
(e) (1) Section 202(b) (1) (0) of such Act is amended to read as follows:
"(0) Is not entitled to old-age or disability insurance benefits, or Is entitled to old-age or disability insurance benefits based on a primary Insurance amount which is less than one-half of the primary insurance amount
of her husband,".
(2) So much of section 202(b) (1) of such Act as follows clause (0) is
amended by striking out "equal to or exceeds one-half of an old-age or disability
insurance benefit of her husband," and inserting in lieu thereof "equal to or
exceeds one-half of the primary Insurance amount of her husband,".
(3) Section 202(b) (2) of such Act is amended by striking out "old-age or
disability insurance benefit" and inserting in lieu thereof "primary insurance
amount".

(4) Section 202(c) (1) (D) of such Act is amended to read as follows:
"(D) is not entitled to old-age or disability Insurance benefits, or is entitled to old-ago or disability insurance benefits based on a primary insurance amount which is less than one-half of the primary insurance amount
of his wife,".
(5) So much of section 202(c) (1) of such Act as follows clause (D) is
amended by striking out "old-age or disability insurance benefit equal to or exceeding one-half of the primary insurance amount of his wife," and inserting
in lieu thereof "old-age or disability insurance benefit based on a primary
Insurance amount which is equal to or exceeds one-half of the primary Insurance
amount of his wife,".
(6) Section 202(c) (3) of such Act Is amended by striking ont "Scneh" and
inserting In lieu thereof "Except as provided in subsection 'q), such".
(f) (1) The amendments made by subsection (a) shall apply with respect to
monthly benefits for months beginning on or after the effective date of this title
(see section 106) based on applications filed In or, after March 1961.

6
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12)(A) Except as provided in subparagrapba (B), (0), and (D), section
202(q) of such Act, as amended by subsection (b) (1), shall apply with respect
to nwathly benefits for months beginning on or after the effective date of
this title.
(B) Section 202(q) (3) of such Act, as amended by subsection (b) (1), shall
apply with rte.ct to monthly enefits for months beginning on or after the
date of this title, but only if the increase described in such secthe effective
tiIon 202 (q) (13)thi . ,4Vfctive date
(I) Is not edecive iur nuy iiiit,,i" b",,.., be.
of this title, or
(it) is b.ased on an application for a recomputation fied on or after
the elective date of this title.
(C) In the case of any individual who attained age 65 before the effective
date of tON title, the adjustment in such individual's reduction period provided
for In section 202(q) (0) of such Act, as amended by subsection (b) (1), shall
not apply to such individual unless the total of the months specified in subparagraphs (A), (B), and (0) of such section 202(q) (6) is not less than 3.
(D) In the case of any Individual entitled to a monthly benefit for the last
month beginning before the effective date of this title, if the amount of such
for any month thereafter is, solely by reason of the change in section
benefit
20W(Q) of such Act made by subsection (b) (1), lower than the amount of such
benefit for such last month, then it shall be increased to the amount of such
benefit for such last month,
(8) Section 202(r) of such Act, as amended by subsection (b) (1), shall
apply only with respect to monthly benefits for nionthis beginning on or after
the effective date of this title, except that subparagraph (B) of section 202(r) (2)
(as so amended) shall apply only if the first subsequent month described in
such subparagraph (B) is a month beginning on or after the effective date
of this title.
(4) The amendments made by subsection (b)(2) shall take effect on the
effective date of this title.
(5) The amendments made by subsection (b) (3) shall apply with respect
to applications for monthly benefits filed on or after the effective date of this
title.
(6) The amendments made by subsections (c) and (d) (1) and (2) shall
apply with respect to-(A) monthly benefits for months beginning on or after the effective
date of this title based on applications filed in or after March 1961, and
(B) lump-sum death payments under title II of the Social Security
Act in the case of deaths on or after the effective date of this title.
(7) The amendment made by subsection (d) (3) shall take effect on the
effective date of this title.
(8) The amendments made by subsection (e) shall apply with respect to
monthly benefits for months beginning on or after the effective date of this title.
(9) For purposes of this subsection, the term "monthly benefits" means
monthly insurance benefits under title Ii of the Social Security Act.
FULLY INSURED

STATUS

SEc. 103. (a) Section 214 (a) of the Social Security' Act is amended to read as
follows:
"Fully Insured Individual
"(a) The term 'fully insured individual' means any individual who had not
less than"(1) one quarter of coverage (whenever acquired) for each calendar year
elapsing after 1950 (or, If later, the year in which he attained age 21) and
before-"(A) in the case of a woman, the year in which she died or (if earlier)
the year in which she attained age 62,
"(B) in the ease of a man who has died, the year in which he died or
(if rzarlier) the year In which he attained age 65, 6r
a man who ha not de the year in which he
"(C) in thecase
attained (or would attain) age 65,
except that in no case shall an individual be a fully insured individual
unless he has at least 6 quarters of coverage; or
"(2) 40 quarters of coverage; or
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"(3) In the case of an individual who died before 1951, 6 quarters of
coverage;
not counting as an elapsed year for purpose tt
of-m-graph (1 -ny y-ir auy
part of which was included in a period of disability (as defined in section
216(i) )."
(b) The amendment made by subsection (a) shall apply(1) In the case of monthly benefits under title 11 of the Social Security
Act for months beginning on or after the effective date of this title (see
64&1thoii 160), based on appiicatlons tiled in or after March 1961.
(2) in the case of lump-sum death payments under such title with respect
to deaths on or after the effective date of this title, and
(3) In the case of an application for a disability determination (with
respect to a period of disability, as defined in section 216(l) of such Act)
filed in or after March 1961.
(c) In the case of any widower or parent who wodd not be entitled to
widower's insurance benefits under section 202(f), or parent's insurance benefits
under section 202(h), of the Social Security Act except for the enactment of this
Act (other than this subsection), the requirement in sections 202(f) (1) (D)
and 202(h) (1) (B), respectively, of the Social Security Act relating to the time
within which proof of support must be filed shall not apply if such proof of supp,rt is filed before the close of the 2-year period which begins on the effective
date of this title.
(d) Effective as of September 13, 1900, the last sentence of section 303(g) (1)
of the Soual Security Amendments of 1960 is amended to read as follows: "The
terms used in this subsection siall have the meaning assigned to them by title II
of the Social Security Act; except that the terms 'fully Insured' and 'retirement
age' shall have the meaning assigned to them by such title II as in effect on
September 12, 1960."
INCIUtLASE IN WIDOW'S, WIDOWER'S, AND PARENT'S INSURANCE BENUIT8

SFC. 104. (a) Section 202(e) (2) of such Act is amended to read as follows:,
"(2) Such widow's insurance benefit for each month shall be equal to 82%
percent of the primary insurance amount of her deceased husband."
(b) Section 202(f) (3) of such Act is amended to read as follows:
"(3) Such widower's insurance benefit for each month shall be equal to 82
percent of the ,rimary insurance amount of her deceased husband."
(b) Section 202(f) (3) of such Act Is amended to read as follows:
"(3) Such widower's insurance benefit for each month shall be equal to S2'/
percent of the primary Insurance amount of his deceased wife."
(c) Section 202(h) (2) of such Act is amended to read as follows:
"(2) (A) Except as provided in subparagraphs (B) and (C), such parentt's
Insurance benefit for each month shall be equal to 821 percent of the primary
insurance amount of such deceased individual.
"(B) For any month for which more than one parent is entitled to parent's
Insurance benefits on the basis of such deceased individual's wages and selfemployment Income, such benefit for each such parent for such month shall (Oxcept as provided in subparagraph (C)) be equal to 75 percent of the primary
insurance amount of such deceased individual.
"(C) In any ease in which"(i) any parent is entitled to a parent's insurance benefit for a month on
the basis of a deceased individual's wages and self-employment income, and
"(11) another parent of such deceased Individual is entitled to a parent's
insurance benefit for such month on the basis of such wages and selfemployment income, and on the basis of an application filed after such month
and after the month in which the application for the parent's benefits referred to in clause (t)was filed,
the amount of the parent's insurance benefit of the parent referred to in clause
(1) for the month referred to in such clause shall be determined under subparagraph (A) instead of subparagraph (B) and the amount of the parent's insurance benefit of a parent referred to in clause (I) for such month shall be equal
'to 150 percent of the primary'insurance amount of the deceased individual minus
the amount (before the application of section 203 (a)) of the benefit for such
month of the parent referred to in clause (1)."
(d) (1) Subsections (e) (1) and (f) (1) of section 202 of such Act are amended
by striking out "three-fourths" each place it appears therein and inserting in
lieu thereof "82% percent".
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(2) Section 202(h) (1) of such Act is amended by striking out "three-fourths
,of the primary insurance amount of such deceased individual" each place it
appears therein and inserting in lieu thereof "821/, percent of the primary insur.ance amount of such deceased individual if the amount of the parent's insurance
benefit for such month is determinable under paragraph (2) (A) (or 75 percent
of such primary insurance amount in any other case) ".
(e) The amendments made by this section shall apply with respect to monthly
benefits under section 202 of the Social Security Act. for months beginning on
or after the effective date of this title (see section 10t).
(f) Where-'
(1) two or more persons were entitled (without the application of subsection (j) (1) of section 202 of the Social Security Act) to monthly benefits
under such section 202 for the last month beginning before the effective
date of this title on the basis of the wages and self-employment income of a
deceased individual, and one or more of such persons is entitled to a monthly
insurance benefit under subsection (e), (f), or (h) of such section 202 for
such last month; and
(2) no person, other than the persons referred to in iaragraph (1) of this
subsection, is entitled to benefits under such section 202 on the basis of such
individual's wages and self-employment income for a subsequent month or
for any month after such last month and before such subsequent month;
and
(3) the total of the benefits to which all persons are entitled under such
section 20. on the basis of such individual's wages and self-employment income for such subsequent month is reduced by reason of the application of
sectic'n 203(a) of such Act,
then the amount of the benefit to which each such person referred to in paragraph
(1) of this subsection is entitled for such subsequent month shall be determined
without regard to this Act if, after the application of this Act, such benefit for
such month is less than the amount of such benefit for such last month. The
preceding provisions of this subsection shall not apply to any monthly benefit
of any person for any month beginning after the effective date of this title unless
paragraph (3)also applies to such benefit for the month beginning on such effective date (or would so apply but for the next to the last sentence of section
203 (a) of the Social Security Act).
RETROACTIVE EFFECT OF CERTAIN APPICATIONS FOR DISABILITY DETERMUINATIONS

SEC. 105. Effective with respect to applications for disability determinations
fild on or after the date of the enactment of this Act, section 216(1) (4) of the
Social Security Act is amended by striking out "July 1961" and inserting in lieu
thereof "July 1962" and by striking out "July 1960" and inserting in lieu thereof
"January 1961".
FZYvE DATE

SEo. 100. Except as otherwise provided, the effective date of this title is the
first day of the first calendar month which begins on or after the 30th day
after the date of the enactment of this Act.
TITLE I-AMENDMENTS TO THE INTERNAL REVENUE CODE OF 1954
OHANGOES IN TAX SCHEDULES

Self-Employment Income Tax
Sw. 201. (a) Section 1401 of the Internal Revenue Code of 1954 (relating
to rate of tax on self-employment individual, a tax as follows:
SEC. 1401. RATE OP TAX.

"In addition to other taxes, there shall be imposed for each taxable year,
on the self-employment income of every individual, a tax as follows:
"(1) in the case of any taxable year beginning after December 31, 1961,
and before January 1, 1963, the tax shall be equal to 41%e percent of the
amount of the self-employment income for such taxable year;
"(2) in the case of any taxable year beginning after December 81, 1962,
and before January 1, 1966, the tax shall be equal to 546 percent of the
amount of the self-employment income for such taxable year;
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"(3) In the case of any taxable year beginning after December 81, 1965,
and before January 1, 1969, the tax shall be equal to 6Oo percent of the
amount of the self-employment income for such taxable year; and
"(4) in the case of any taxable year beginning after December 31, 1968,
the tax shall be equal to 01%,6 percent of the amount of the self-employment
income for such taxable year."
Tax on Employees
(b) Section 3101 of such Code (relating to rate of tax on employees under
the Federal Insurance Contributions Act) is amended to read as follows;
"SEC. 3101. RATE OF TAX.

"In addition to other taxes, there is hereby imposed on the income of every
individual a tax equal to the following percentages of the wages (as defined
in section 3121(a) ) received by him with respect to employment (as defined in
section 3121 (b))."(1) with re;3pect to wages received during the calendar year 1962,
the rate shall be 3% percent;
"(2) with re pect to wages received during the calendar years 1983
to 1905,. both Inclusive, the rate shall be 3% percent;
"(3) with respect to wages received during the calendar years 19006 to
1908, both inclusive, the rate shall be 4% percent; and
"(4) w!'h respect to wages received after December 31, 1908, the rate
shall be 4% percent."
TAx ON EMPLOYERS

(c) Section 3111 of such Code (relating to rate of tax on employers under
the Federal Insurance Contributions Act) Is amended to read as follows:
"SEC. 3111. RATE OF TAX.
"In addition to Other taxes, there is hereby imposed on every employer an
excise tax, with respect to having individuals in his employ, equal to the following percentages of the wages (as defined in section 3121(a)) paid by him with
respect to employment (as defined in section 3121(b))"(1) with respect to wages paid during the calendar year 1962, the rate
shall be 3% percent;
"(2) with respect to wages paid during the calendar years 1963 to 1965,
both inclusive, the rate shall be 3% percent;
"(3) with respect to wages paid during the calendar years 1W6 to 1968,
both inclusive, the rate shall be 4% percent; and
"(4) with respect to wages paid after December 31, 1968, the rate shall
be 4% percent."
Effective dates
(d) The amendment made by subsection (a) shall apply with respect to taxable years beginning after December 31, 1961. The amendments made by subsections (b) and (c) shall apply with respect to remuneration paid after December 31, 1961.
TITLE III-MISCELLANEOUS
AMENDMENT PRESERVING RELATIONSHIP BETWEEN RALflOAD RETIREMENT AND OLD-AGE
SURVIVORS, AND DISABILITY INSURANCE

SEo. 301. Section 1 (q) of the Railroad Retirement Act of 1937 is amended by
striking out "1960" and inserting In lieu thereof "1961".
Passed the House of Representatives April 20, 1961.
Attest:
RALPH R. ROBERTS, Ckrlck.
BRIEF SUMMARY OF PRINCIPAL PRovIsIoNS

or H.R. 6027

(1) Minimum monthly retirement benefit Increased from $33 to $40. (Estimated cost first year $170 r-bilor'.
(2) Retirement age for men lowered to 62 with reduced benefits, same as
women now. (Estimated cost first year $440 million.)
(3) Insured status requirement liberalized. Worker would be fully insured
if he has one-quarter of coverage for every year elapsing after 1950 (or after
year In which he attained age 21, if that is later) and up to year of disability,
death, or attainment of age 05 for men, 62 for women, instead of one-quarter
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coverage for every three calendar quarters elapsing as required under present

faW. * (Fstimated cost first year $65 million.)

(4) Survivor benefits paid to widows, widowers, and dependent children in-

creased from 15 percent to 8 2 3,j percent of worker's retirement beneft-a 10
percent increase for such persons. (Estimated cost first year $105 millionn)
(5) Extends for I year-through June 30, 1962-the time within which insured workers with longstanding disabilities may file applications for disability
protection and have period begin as early as time when his disability began.

(Intended to allow nwre time for persons who have only recently- through the
19060 amendment eliminating the 50-year age requirement for (sability benefits-becoine eligible for monthly disability benefits to file for such benefits.)

(6) Effective dates for above benefit provisions--effective generally 18t month
that begins on or after the 30th (lay after date of enactment.
Coot-Level premium increase in cost of bill, 0.25 percent of payroll.
Financing-Beginning In 1062 contribution rate increased one-eighth of 1
percent each for employee and employer and thret.-sixteent hs of I percent for
self-employ(d.

Level-premliun equivalent of the income from the increase in

contribution rates is 0.25 percent of payroll.
The GCUATMAN. The Secretary of Health,

Education, and Welfare

the Honorable Abraham Ribicolf, is unable to appear today because
of a Cabinet meeting. He will appear tomorrow to give the administration's views.
Conjnv&'nLqmn 11fnnettf will v ni a ncz

LwaA
na -Fn

and proceed. We are vbry gla 4 to have you here today.

04

A~M%

STATEMENT OF HON. JOHN B. BENNETT, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MICHIGAN
Mr. BE.N=T. T.ank you, Mr. Chairman and men-hbers of the committee. I appreciate the opportunity to appear here this morning.
My name is John B. Bennett, and I have for some years represented
the 12th District of Michigan in the llouse of Representatives. I ani
here to submit for the committee's consideration your committee's
consideration, H.R. 4389, and urgently request that the committee
approve it when writing your bill.
Ns you gentlemen know better than I, a quarter of covenge for
social security purposes is a quarter in which an individual has been
paid $50 or more in wages, and in the case of agricultural labor, a
quarter of coverage results from each $100 in cash wages paid in a
calendar year with, of course, the limitation that no more tian four
quarters of coverage can be acquired in any 1 calendar year.
This matter was called to my attention when one of my constituents,
who is afflicted with an incurable disease and has been totally disabled
since the fall of 1959 when this matter came to my attention.
Her status from the standpoint of medical condition and other
criteria to qualify her for benefits under the disability insurance prograin under the Social Security Act are all in order.
However, she is unable to qualify because she had only 19 quarters
of -recognized coverage during the 40-quarter period ending on thd
date of disability. The qualifying 20th quarter of coverage was actu-,
ally a period of work by my constituent, but because she did not
actually receive her pay until the following quarter, the quarter was
'ot. rcog,-iized fUor the purpose of benefit eligibility.
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That is the essence of the problem, and the amendment to the law
that I propose, will cure this discrimination.
In my opinion, a quarter of coverage should not be conditioned on
the payment of wages in a particular quarter if, in fact, the wages
were earned in that quarter.
I may say, parenthetically, that the Social Security Administrator
has advised me that there are several thousands of cases, similar cases,
of disabled people whose benefits have been denied for this reason.

In the month of March, in this particular inLstance, in the mouth of
March 1953, my constituent earned $70.99, of which $19.45 was actually paid for that month.
The remaining $51.54 was not lirid until
April 3, in other words, five days after the wages had been earned,

because of the employer's practice of not paying employees for that
length of time after the termination of semimonthly work.

As a consequence, the payment of $51.54 did not occur until the
second quarter of 1953, even though it was earned in the first quarter.
This meant she was paid only $19.45 in the calendar quarter ending
March 31, 1953, and, therefore, it is not under present law regarded
as a quarter of coverage, and for that varsomi she hasq been disqualified
for benefits.
Mr. Chairman, this constituent of mine is totally disabled and is in
need of social security ,benefits toward which she has contributed during her working lifetime.
The technicality that requires the payment of wages in the quarter.
as distinguished from the earning of the wages, should be removed
from our law because of the way in which it discriminates against
many of our deserving citizens.
I hope that you will take the time to look into 'the further details on
this subject, and I also hope that you will question the social security
people about it, because, as I say, while my concern primarily is with
the people I represent; mT own constituent in this case, whose situation has pointed up this inequity in the law, I do think that it is a
situation that ought. to be torrected in order to take care of many
thousands of other cases now, in the past, and in the future.
As it stands today, a person may earn the qualifying earnings in the
period, not be paid for weeks or months later, and for that reason be
disqualified.

I think the practical realities of the situation ought to dictate when
the person has worked and earned the money in the paricular period,
in that period, the credit, ought to be given irrespective of the time
that the wage earner is actually able to collect the wages so earned.
I thank you very much Mr. Chairman.
The CHAiRMAN. Thank you very much, Congressman.
We' and also the staff of the committee, will bring it up when we
consider it in executive session.
Mr. BENrmvr. Mr. !Chairman, I ask unanimous consent to revise
my remarks for the record, and alo to include, following my remarks,
a copy of the bill, 11.R. 4389, for the record.
The CHAIRMAN. Without ob ct.io.l it will Iles ordered
Mr. BE NNr '. Thank you, sir.
-L
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(The bill H.R. 4389, follows:)
[H.R. 4389, 87th Cong., 1st sess.]
A BILL To amend title II of the Social Security Act to provide that, for purposes of
disability insurance benefits and the disability freeze, quarters of average may be
determined on the basis of the period during which wages were earned rather than the
period during which paid

Be it enacted by the Senate anid Hotisc of Rcprescntalics tq ritc t/n ited
States of America in £'ongress assembled, That section 213(a) (2) (B) of the
Social Security Act is amended by adding at the end thereof the following new

sentence: "f, in the case of an individual who did not die prior to July 1,
1960, and who is under a disability (as defined In section 223(c) (2) ), the requirements ln sections 223(c) (1) and 216(1) (3) (B) are not met because of his
having too few quarters of coverage within the forty-quarter period described in
such sections but would be met if one or more of his quarters of coverage had
been determined on the basis of the period during which wages were earned
rather than on the basis of the period during which wages were paid (any such
wages paid that are reallocated on an earned basis not being used In determining
subsequent quarters of coverage), then upon application filed by the individual
or his survivors and satisfactory proof of his record of wages earned being
furnished by such individual or his survivors, such one or more quarters of coverage may be determined on the basis of the period or periods during which
wages were earned."
SE. 2. The amendment made by the first section of this Act shall apply only
w1th refieL it) monthly Insurance benefits under title II of the Social Security

Act for months after the month in which this Act is enacted, and with reslect
to periods of disability under such title which begin on or after the date of the
enactment of this Act or which began before the date of the enactment of this
Act and have not ended on or prior to such date.

The CHAIRI IAN. The next witness is John E. Carroll, National
Association of Manufacturers.
Mr. CARROLL. Thiank you very much. Senator Byrd, and gentlemen.
The CIlAMMAx. Take a seat.
STATEME NT OF JOHN E. CARROLL, CHAIRMAN, EMPLOYEE HEALTH
AND BENEFITS COMMITTEE, NATIONAL ASSOCIATION OF 14ANUFACTURERS
Mr. CARROtL. I am here representing the National Association of
Manufacturers. My names is John Carroll. My job is president of
the machinery builder called American Hoist and Derrick Co., with
head offices in St. Paul, Minn.
We have seven plants in six different States; we employ about 2,200
people.
I am a director of the NAM, and I am chairnian of its Employee
Health and Benefits Committee.
NAM is an association composed of more than 19,000 member companies. Eighty percent of these companies actually employ fewer
than 500 people each, and half of these firms employ less than 100
people.
So this is a good cross section of American business that I represent here today.
I also feel that I am representing, in spirit, the.2,200 employees
of our company. I want you to know that we are possibly a little
bit more alarmed about this matter than some manufacturers would
be, in all fairness, because we are a category of manufacturer that
must compete with other manufacturers based outside the United
States, and we have charged our Representatives in the Congress and
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our representatives in our legislatures where we operate, with the responsibility of allowing us to compete on an international basis.
My personal reaction to this is that we must, as a manufacturer, re,
sist anything that adds to our costs at a time when the same factors
are not being added to the costs of our international competitors.
I want you to know that I do appreciate the opportunity to express
the views of NAM, which are. my views, on the proposed amendments to OASDJ contained in lH.R. 6027.
These proposals are of significance to us as citizens who favor continued ialiance on the individual and on the family as the major
source of financial security. But these proposals, gentlemen, are also
of great significance to al of us as businessmen sinlply because we
are payroll makers, and the l)ayroll nmaker must be allowed to maintain full employment of his people and must Ix allowed the opportunity to expand the employment, because I think the only real solutior to all of this is putting people back to work.
As we understand it, out in the provinces, anyway, the original
pitrpos of the social security law, and the only justification for its
compulsory sharing of income of producers with nonproducers, is
to provide a basic floor of protection to individuals who suffer an income loss by virtrte of old ago, disability, or death of the family
breadwinner. It is intended as a permanent program, not as an
emergency program; and it seems to us that some of the provisions
of I1.R. 6027 sort of challenge this time-honored belief.
Speaking of the objectives for a minute of social security, as we
see them, in examining today's social security program, and in contemplating the effects tomorrow of the proposals before us, we lind
small reseinblance to what we think was the original purpose.
Each liberalization brings us closer to the point where retirement
becomes a financial boon, underwritten by those who ara still employed.
The real danger, it seems to us, in such a system of compulsory income redistribution, lies in the unfortunate fact that the public seems
to be unaware of the true nature of the beast.
Encouraged by the publications of those who administer OASDI,
the public has been sold on the distortion that the system operates
like true insurance, returning benefits which have been paid for by
the individual through payroll taxation.
We hold this to be a nusconception, and we hold it to be a misconception that generates wide popular support for increased liberalizations, though they might be considered unnecessary and financially
unsound.
I return again to the thought that particularly in the capital goods
business, we must be allowed by our Government to compete with
foreign competition. We are in almost a death struggle in our industry, which is down 50 percent from its peak in 1956; we, building
highway construction equipment and large hoisting machines, must
be allowed, gentlemen, to compete, and the added costs, regardless of
th anmotlona.1 npeal, are consts that keep penalizing us from doinr our
normal volume of business in the markets of the world.
We are, right in our own backyards, today fighting a losing fight
with capital goods producers from West Germany, the United King70287-61-2
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dofi and we have not. yet received the impact, of the capital goods
pr1 O(itcers in countries like Japan.
So we believe the time has conie to suggest to you gentlemen a
careful reexamination of the original purl)Ses of this legislation.
Ihe proposed amendments contained in H.R. 6027 )resent an ol)l)orhunity to realine objectives, and balance equities between claimants
andl;roducers.
If benefits are to be handed out, we would like to recommend that.
the situation of each type of claimant be judged in relation to groups
with greater needs. If retirement is to be made more attractive, we
would filst inquire whether the world situation justifies a substantial
lessening of experienced, skilled American manpower, for example.
In our own business , although we do admittedly have some extra
stanch Scandinavian and German people as the hmtrd core of our work
force in our several plants, we do need our journeymen. We do not
need to contemplate the ultimate retirement of a man at 62. Our very
best journeymen, the only source of a well-trained craft, are actually,
without exception, in our mother plant, over 62 years of age.
We would like to pause then for a long look down the road ahead
and be sure that we do not do some things here that are harmful to
the economy and which might tend to lead us into a more dangerous
socialistic situation than any of us can now foresee.
So, with respect to H.R. 6027, we must determine whether these
proposals are desirable in view of the system's original objectives, and
whether they are necessary or desirable at the present time and, perhaps, there might be some reason to say that the proposed amendments
and corrections are fair to all the groups of claimants which, of coarse,
1 am sure you gentlemen do not wish to enter into.
Page 22 in the printed report of the House Ways and Means Committee's executive hearings preliminary to reporting out the pending
bill, contains a very significant itfc. furnished by Mr. Ribicoff.
In estimating the increase in Federal payments to be made beginning April 1961 as a result of the administration's economic recovery
pIrogramn, Mr. Ribicoff includes improvements in the OASDI program
along with extension of temporary unemployment insurance and aid
to dependent children.
This reveals an intent to use the permanent social security system
as a device to cure a temporary economic need; and NAM and its
members overwhelmingly oppose such tinkering with OASDI for a
purpose wholly inconsistent with its prescribed objetives.
T here is soile comment that I feel needs to be made on specific
proposals, and the first one I would like to mention is the reduced
retirement age for men.
You know quite a lot about this, and you will realize that H.R. 6027
would reduce the retirement age of men to 62 years on a so-called
actuarially adjusted basis.
It is not my business to debate whether the proposed basis is actuarially sound or not, but it would certainly seem to require further examination. The proposed change, in any case, would provide first year
benefits amounting to $140 million for approximately 560,000
beneficiaries.
It is strange, indeed, to see this proposal made at a time when life
expectancy is on the rise. But in any case, we do not find it very
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consistentt with the cost of the bombardment that we have had in our
-company and our contemporaries have iad in their businesses, with
the State, city, and the civic l)eople all saying that the oldster has his
place in business; this does not seem to make very good Witse to us
out in rho Middle West anyway.
There was something said at the White House Conference on Aging,
and I think it refutes some of the thinking behind this earlier alternate retirement, and I might quote this:
There was a consensus that because employment is so imi)ortant to the oler
person, not only for self-support and independence, but also for healthful living
and self-respect--

In any event, it claims that we, as manufacturers and business
peol)le, should certainly respect the needs of the aging citizen, and
hiring where we have work that he can do.
The NAM submits that the problem is to find useful employment
for vigorous mei of 62. In other words, full employment of the eligible labor force, and not to encourage people at 62 to retire, but to get
an atmosphere so that we can hire them and keep them busy in useful
and productive tasks within the fabric of our whole. free enterprise
system.
If the retirement age for men is lowered to 62, it is obviously going
to be difficult for them to find jobs, and it might place a whole new
emphasis on not hiring old people which I, for one, and many of mly
.contemporaries in business, have attempted to promote in our kinds of
business.
As a matter of fact, although it does not have too much significant
bearing-I think we are talking here about the cases of individualswe have 78 people in our mother plant in St. Paul, Minn., over 70
years of age, and they are worthwhile workers today, and they are
doing a good job as citizens in the economy.
This particular proposal has the advanced billing as a plan to ease
the unemployment problem, and I would like to question that. Unemployment is a problem that should be called by its right name,
and solved by appropriate measures.
We think the appropriate measures here are a business atmosphere
that promotes full employment. As the head of a business which I
have tried to run, we have, for 8 or 9 years, tried to hire people, we
tried to keep our )eol)le employed. So I beg of you again, and repeat
for obvious purposes of emphasis, allow the payroll maker to compete,
and we will have the full employment that will eliminate the necessity
of this type of misconception being promoted as a good logical thing.
Proponents of retirements at 62 for men are also heard to argue
that discrimination on grounds of sex must be avoided at all costs
and that since women may now retire at. 62, so must men be able to
(1o so. It is not my business to state how men and women differ,
but I do not think consistency between the sexes really is a very strong
banner for people to carry through the Halls of Congress here talking
about these measures.
As a matter of fact., OASDI contains a number of built-in diseriminations which recognize the fact that typically a wife and children are dependent upon the father as a breadwinner.
For example, for a husband to receive benefits based on his wife's
wage record, that is pretty severely qualified. Similarly a child is
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deemed to be dependent upon its father unless the father was neither

living with nor contributing to the support of the child, and so forth.
These presently accepted discriminations, the NAM believes--we
do not have any argument. about ebuse., and we would not want to
advocate elimination of the so-called discriminations, but we do not
think the idea of discrimination is new to this legislation.
The proposed age reduction from 65 to 62 for men is stated in the
Ways and Means Committee report to have a zero effect on long-range
costs of the system. This might be debatable and worthy of your
examination.
I think the most important factor which has been ignored is this:
If he retires after 65 le has paid for the years 62 through 65; if he
retires at 62,obviously, he is not going to pay.
So* this probably means smaller average wages, and hence smaller
benefits than under the existing law.
Another facto,' is that after early retirement is established, the
reduction in benefit provision is likely to be scrapped because of the
floor of protection argument, because it might be debated if a man
needs money to retire at 65, and it is not any too high now, we will
admit, that he should not'have less at 62 because. he is not going to eat
any less, because he got. through at 62 than if he got through at 65.
t1hero is also a clause in here as to an increase in widow's benefits.
While I did not come here from St. Paul, Miln., to discuss with you
the broad subject of widowhood, I think that it is interesting that this
proposed increased benefit would affect some 1,525,000 people the
first year, at a new cost of $105 million. Again the payroll maker
protests.
Although some people still insist on discussing OASDI in terms
of insurance, NAM has, and still does believe, that the system has
become a compulsory sharing of wealth for social purposes. This
being the case, it is vital that Congress carefully weigh the equities
of all the various groups contending for a share of the estimated $12
billion proposed to be distributed annually after enactment of H.R.
6027.
Your talks, I suppose, is to determine which claims call for the more
generous treatment, and how much additional income is to be transferred from the productive to the nonproductive.
You have copies of this paper before you and there is an interesting
development on page 6 as to this whole matter of retired women and
aged widows. Actually the widow does not seem to be in an underprivileged for many, many reasons, and I hope that you will ignore
some ofthe things that have been said to the contrary.
Under the proposal, wives could look forward to average widow's
benefits just $2.40 larger than the benefits of retired women. This
seems to be the greatest inequity of all.
WVhen consideration is given to increasing benefits above the proposed minimum for aged widows, widowers and parents, other classes
also require careful consideration, otherwise the result may be that
their equally and possibly superior claim for liberalization may be
overlooked.
All these changes again add to the costs of the program, add to
the competitive burden on the payroll maker, particularly the payroll
maker who must depend for his very livelihood on: his ability to compete with foreign-based operations.
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As a matter of fact, consideration might properly be given by you
gentlemen to widows, widowers, and parents, and with them other
beneficiaries such as workingwomen whose benefits are based on wages
back to 1936.
Here, as I understand all of this, there is a major disparity.
Again in this paper you will see some figures calculated to show
you at a glance what las happened as far as a differential between
the two classes of retirees and the time which is concerned here,
which is really an inequity.
The presently proposed maximum widow's benefit of $104.80 would
be paid to a very substantial fraction of future widows, incidentally,
but experience shows that only a small fraction of women workers
average the $3,600 per year which would yield them benefits of this
Size.
In the usual course of events, a widow would find herself with
such assets as a home, life insurance proceds, her deceased husband's
personal property and, perhaps, children who would still contribute
to her support. The retired woman, on the other hand, seldom has
such assets to fall back upon in time of need, but she is the one who
has contributed by her labor to the support financially of this program.
. So I do not think that this proposal really is the thing that corrects
inequities. It might be causing some.
So we would urge Congress to carefully weigh the equities involved,
and would caution against hasty action that may create further inequities which may have to be corrected in the future with more taxes,
with higher outlays, with greater penalty again to the manufacturer,
at last, of capital goods.
""Te urge Congress to look at all the claimants for social justice,
particularly the retired workingwomen and those older retirees, both
men and women, whose benefits are based on pre-1950 earnings.
We hope you will be careful not to raise the payroll taxes under
any circumstances and for any purpose. I again say that regardless
of the emotional appeal of a tax that is imposed upon the payroll
maker, the effect on his ability to hire people is the same.
Going on, and this won't be'much longer, the eligibility change for
insured status, under H.R. 6027 would liberalize eligibility for benefits by granting insured status to-persons having one quarter of covered
worth for each four calendar quarters after 1950.
It will be recalled that some correction was made in 1960, and tlis
requirement was liberalized from one quarter of coverage to two
elapsed quarters after 1950. Thus if this new bill is enacted, the
eligibility requirements will have been 1960i and this requirement
was liberalized from one quarter of coverage to two elapsed quarters
after 1950. Thus if this new bill is enacted, the eligibility requirements will have been halved within 2 years, and this is a pretty speedy
correction of matters when you consider that' the cost is both real
and tangible to the person who has to put up the money for the payrolls, in the first place.
The proposed change would add, incidentally here, about 160,000
people to the benefit rolls during the first year, with an-estimated cost
of $65 million. This, of course, is in addition to some 400,000 people
who will be added to the rolls as a result of the 1960 amendments.
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Ilie l)rOlp)sal togetieri with tlhe proposal to-redtice the
retimeit
agi for men, would, in effet, reduce the required quarters of coverage
frotm 13 to 7, again accelerating costs.

The NAM is opposed to further liberalization of coverage hecaiuse
it is a further depalrure from the contributory principle and the wagelo';s
theory of benefits. But we simply feel the thing is going on too
rapidly.
There is also in here something that cannot be ignored in a coilpletti present at ion of the matter. This has to do with the increase in
minimum benefits. 1I.R. (1027 proposes to iiieuease the minimum
benefit. from $33 to $40, witi corresponding adjust ment s in fani ily
benefits and so forth.
This proposed change here would increase benetits for 2,175,000
people and would cost $170 million the very first year.
Here a Rain the cost, of providing these benefits is what we ar
talking al)ut. This huge poteltialgap let.ween contributions and
benefits may be justified on grounds of social welfare for tei most
needy, ut at, the s4me tim e we wouldl point out the danger of a 0h1i1
reaction for higher benefits up the line. We are a little fri gi tened,
I am a little frightened.
A. proportionate increase in maximum benefits would result in it
$160 )er month primary benefit, and a $240 per month husband-andwife benefit.
On page 88 of the printed record of the executive hearings that I
have on the present, legislation, Mr. Mills apparently inquiredwhether
it. would not. be necessary to raise the wage ba.e to $7,200 just. to restore
the proper Or historic relationship between minimum and maxittium
benefits.
Mr. Cohen stated-and I quote it, and I will let you have that quotation from the paper. There is no particular reason for my reading it.
I think you are as familiar with it. as am I.
Then, in conclusion, regarding the libeialization of disability bienefits, the bill now before the committee contains no proposals relating to
further liberalization of disability benefits.
However, the administration did propose in H.R. 4571 to eliminate
the requirement, that a disability be expected to result. in death or to
continue for a long and indeflitite period in order for the disabled person to gret benefits. We get. here into a realm of arbitrary decision
about. disability which is pretty dangerous if the whole attitude is a
temporary disability thing.
Thus, a person could l)ecome eligible for disability after 6 months.,
and this, as any of you know who have been in business and had the
problems of paying workman's compensation and general health insurance, really starts the debate.
T e issue is of concern to NAM, as it. rightfully should be. If the
committee chooses, we are now prepared to discuss the problem l)riefly
in order that. our views be made part of the record for possible future
reference.
Rather than discuss this again, because most. of this which you have
in front of you consists of quotations from the 1960 Social Security
Amendments and the supporting informa4ional matters which have
been published for the benefit of any reader, I will not go through
these.
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I will say, however, that NAM is opposed to further increasing the
already heavy tax burden that will fall on employers, on consuirners,
nd on young workers.
Finally, anl this is personal, gentlenmn, I would like to thank you
e here, andI I want to say to you that
for the opportunity to have co.t
the addition of something like social security taxes on payrolls is a
pyramiding thing. Any manufacturer of a pro(uct as conplicited
Its ours always has the problem of not only icking up his own additional costs but he must pick up all the additional costs of all his subcontractors and suppliers.
All ad(Ied together, this again jeupardizes our position when we
tryI to
to our
eniloyienlt
and maintain what we have.
canaRlonly
thank
you for the
chance to come here representing our
tie Sl)irit, I 11n suey, of its people, our stockholders, and
company,
the NAM.
Thank you very much.
(Tho prepared statement of Mr. Carroll follows:)
STATEMENT OF JOHN E. CARROLl., CAIMAN OF TUE EMP.OYEE IHEALTIH
BENErrTS COM.MrITE, NATIONAL ASSOCIATION OF MANUFACTURErs

AND

My name isJohn E. C'arroll. I am president of the American Hoist & Derrick
Co. of St. Paul, Minn. I am a director of the National Ass(ilation of Manufacturers and am chairman of Its Employee Health and Benefits Committee. Our
association Is composed of more than 19,000 member-companies, of whom over
80 percent employ fewer than 500 employees and nearly half employ less than
100.
NAM appreciates this opportunity to express its views on the proposed amendments to OASDI contained in H. 60W27. These proposals are of significance to
us as citizens who favor continued reliance on the individual and family as the
major sources of financial security for our aged. These proposals are also of
signlitiall(c
to us as businessmen whose compaies must bear half their cotsL
'Tit original puriose of the social security law, and the only Justification for
Its compulsory sharing of the income of producers with nonproducers, is to
provide a basic floor of protection to individuals who suffer anl income loss by
virtue of old age, disability, or death of the family breadwinner. It is intended
as a permanent, not an emergency program. I will discuss the provisions of
H.. 6027 in this context.
Objectives of social security
In examining today's social security program and contemplating the effects
tomorrow, of the proposals before us, we find little resemblance to its original
purpose as a minimum bulwark against destitution In old age. Each liberalization brings us closer to the point where retirement becomes a financial boon,
underwritten by those who are still employed. The real danger In suh a system
of compulsory Income redistribution lies in the unfortunate fact that the public
Is unaware of the true nature of the beast. Encouraged by the publications of
those who administer OASDI, the public has been sold on the distortion that the
systein operates like "Insurance," returning benefits which have been "paid for"
by the individual through payroll taxation. This misconception generates wide
popular support for increased liberalizations, though they be unnecessary and
financially unsound.
We believe the time has come for a careful reexamination of the original
purposes of OASDI. The proposed amendments contained In H.1L 0027 present
an oiortumity to reallne objectives and balance equities between claimants and
producers. If benefits are to be handed out, we recommend that the situation of
each type of claimant be judged In relation to groups with greater needs If
retirement is to be made more attractive, we would first inquire whether the

world situation Justifies a substantial lessening of experienced, skilled American
manpower. But prior to all these considerations, we would pause for a long,
careful look down the road ahead, for around the bend may lie a state system
more In keeping with European socialism than our own traditions of freedom and
reliance on the individual.
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With respect to H.R. 6027, we must determine whether these proposals are
desirable In view of the system's original objectives, whether they are necessary
at the present time and whether they are fair to all groups of claimants.
Page 22 of the printed report of the House Ways and 'Means Committee's executive hearings preliminary to reporting out the pending bill, contains a very
significant item furnished by Mr. Ribicoff. In estimating tie increase in Federal
payments to be made beginning April 1901 as a result of the administration's
economic recovery program, Mr. RIbicoff includes improvements in the OASDIl
program along with extension of temporary unemployment insurance and aid
to dependent children. This reveals an intent to use the permanent social s'eurity
system as a device to cure a temporary economic need. The NAM opposes such
tinkering with OASDI for a purpose wholly iniouslitent with its prescribed
objectives.
COMMENT ON SPECIFIC PROPOSALS

Reduced retircmient age for ien
The most significant proposal in H.R. 6027 Is that which wculd reduce the
retirement age for men to 12 years on an actuarially adjusted basis. This proposed change would provide first-year benefits amounting to *44i) million for
approximately 500,000 beneficiaries.
It is strange, indeed, to see this proposal being made again at at time when
life expectancy is on the rise and so many of our older citizens Lxre pleading
for a chance to demonstrate their ability to lead useful, productive lives. To
help them in their quest for work, the administration and various State legislatures have condemned age discrimination in hiring. Quoting from a policy
statement made at the January 1961 White House Conference on AgiLg (report,
p. 142) :
"There was a consensus that because employment is so important to the older
person, not only for self-support and independence, but also for healthful living
and self-respect, basic economic and other policies should be developed in this
country which will create a healthy economy and high levels of employment in
all areas and for all persons in the labor market."
The NAM submits that the problem is to find useful employment for vigorous
men of 62, not to entice them to pasture at the expense of the younger generation.
Ifthe retirement age for men is lowered to 62, Itwill be more difficult than ever
for them to find jobs.
This particular proposal has all the earmarks of a plan to ease the unemployment problem. Unemployment is a problem which should be called by its right
name and solved by appropriate measures. It must not be disguised as a social
security issue and solved by a distortion of the entire system. In this connection we would also point out that unemployment is not restricted to a particular
age group. Many men in their fifties and forties are having trouble finding jobs
today but surely no one would seriously suggest lowering the retirement age to
52 or 42. We feel that the healthy American man, no matter what his age, wants
to support OASDI by working rather than be, supported by it at 02.
Proponents of retirement at 12 for men are also heard to argue that discrimination on grounds of sex must be avoided at all costs and that since women may
now retire at 624 so must men be able to do so. The fallacy of this argument Is
as obvious as the physical differences between the sexes. Man Is the breadwini
nee to whom women and children have traditionally looked for support. This
is in the very nature of things and may it always be 6.6 . It is not the function
of a social welfare system to relegate the male worker to the role and status of
the female. OASDI, like the Armed Forces, should continue to recognize the
difference between the sexes in pursuing its basic objectives.
OASDI contains a number of "discriminations" which recognize the fact.that,
typically, the wife and children are dependent upon the father as breadwinner.
For example, for a husband to receive benefits based on his wife's wage record,
he must be "receiving at least one half of his support;"' from her when she becomes eligible for retirement benefits, or In case of her death, at the time of her
death. Even where he is dependent on her at the time of her death and has
children In his care, he receives no benefits. However, If the situation were
reversed the wife would receive benefits. Similarly, a child Is "deemed" to be
dependent upon its father unless the father Was neither living with nor contributhng to the support of the child. However, a child can be dependent on Its
mother only ifshe is "currently insured," thtiV,, recently engaged in current
work.
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In view of these presently accepted "dIscrm"la1n!.aUons" tht &NAMbelieves no
serious argument can be made for elimination of the more natural "discrimination" between retirement ages for men and women.
Tie proposed age reduction from 65 to 62 for men is stated In the Ways and
Means CAminittee report to have a zero effect on long range costs of the system.
In last year's Senate report which contained the same provision the cost was
stated to be 0.05 percent as it would further reduce insured status requirements
and increase the average monthly wage.
One Important factor seems to be ignored. The Individual retiring at 62 will
pay in contributions for 3 years less than if he retires at age 65. It might be
argued that many might not have taxable wages in the 3 years. But this would
probably mean smaller average wages and heiice smaller benefits than under
existing law.
Another factor Is that after early retirement is established the reduction in
benefit provision is likely to be scrapped beeaue of the "floor of protection"
argument.
Intcrcee itn widcw's benefits

Under this proposal the benefit payable to an aged widow of a deceased worker
would fe Increased from 75 percent of the worker's primary benefit to 82/ percent. Taking an increased minimum benefit into account, it is estimated that
1,525.000 people would he affected the first year at a cost of $105 million.
Although some people still insist on discussing OASDI in terms of "lnsurance,"
the NAM believes that the system has become a compulsory sharing of wealth
for social purposes. This being the case, it is vital that Congress carefully
weigh the equities of all the various groups contending for a share of the estimated $12 billion proposed to be distributed under H.R. 6027. Your task is to
determine which claims call for more generous treatment and how much additional income Isto be transferred from the productive to the nonproductive.
The need for doing equity is clearly revealed in the proposal to increase
widow's benefits. The proposed increase would mean a maximum widow's benefit of $104.80. Table 2 of the March 1961 Social Security Bulletin shows that,
as of last June 30. benefits paid widows lacked only $2.10 of being equal to those
paid to retired women workers. Wives could look forward to average widow's
benefits $2.40 larger than the benefits of retired women. The overall averages
were:
Retired women
--------------------------------------------$59. 0
Aged widows
------------------------------------------------57.20
Husbands and wives ------------------------------------------123.40
Prospective widows -------------------------------------------61.70
Table 2 of the Bulletin broke the statistics down into what might be termed
"older retirees" (those who in general retired before April 1952) and those
who retired more recently. Technically, the table covers retirements based on
earnings after 1936 and on earnings after 1050, as follows:
Benefits
Earnings
after 1938
Retired women ------------------------------------------------------------Aged widows ------------------------------------------------------------Husbands and wives ------------------------------------------------------Prospective vidows ------------ ----------------------------------

$47.40
50.40
94.20
47. 10

Earnings
after 1950
$K 20
65.40
132.00
66.30

Considering the purpose of OASDI-that of providing a minimum floor of protection-the above figures indicate that fairness and equity call for any Increases
to include all post-1936 retired women and widows, rather than all widows (both
post-1936 and post-1950).
When consideration is given, to increasing benefits above the proposed minimum for aged widows, widowers and parents, other classes also require careful
consideration. Otherwise the result may be that their equally, and possibly
superior claim for liberalization may be overlooked.
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As a matter of fact, consideration might properly be given to widows, widowers and parents, and with them other beneficiaries such as working women
whose benefits are based on wages back to 1936. In comparison with those
whose henefits are based only on wages after 1950, the earlier group's benefits are
quite low.
Here Is a summary comparison of the percentages of some classes whose benefit per recipient is less than $50 per month:
Benefits
based on
wagesi
after
1950I

Retired man only ..........................................................
Retired woman only .................................................
....
Husband and w ifo ...............................................
.....
Aged widow .................................................................
Mother and 2 children .......................................................

I,6'ild
9.7
27.9
11.5
1.3
2.5

After 1936

fc IIIl

.0
59.9
35.2
47.5
28.8

The presently proposed maxinum wldo%'s benefit of $1I.,O would I)e paid to
a very substantial fraction of future widows. But experience Allows that only
a small fraction of women workers average the $3,600 per year which would yield
them benefits of this size.
In the usual course of events, a widow would find herself with such assets
as a home, life Insurance proceeds, her deceased hushnnd's personal property
and perhaps children who will contribute to her supl)ort. The retired woman,
on the other hand, seldom has such assets to fall back upon In time of need.
Again, we would urge Congress to carefully weigh the equities involved here.
Hasty action may create further Inequities which will have to b corrected In
the future with more taxes and higher outlays. We urge Congress to look at
all the claimants for social Justice. particularly the retired workingwomen and
those older retirees, both men and women, whose benefits are based on pre-1950
earnings.
Eligibility change for insiured status

H.R. 6027 would liberalize eligibility for benefits by granting insured status
to persons having one quarter of covered work for each four calendar quarters
after 1950. It will be recalled that in 1960 this requirement was liberalized from
one quarter of coverage for each two elapsed quarters after 1950, to one covered
quarter from each three such elapsed quarters. Thus-if this bill is enactedthe eligibility requirements will have been halved within 2 years.
The proposed change would add about 160,000 people to the benefit. rolls
during the first year at an estimated cost of $65 million. Tills, of course, is
in addition to the some 400,000 people who will be added to the rolls as a result of
the 1960 amendments.
This proposal, together with the prolp) al to reduce the retirement age for
men would, In effect, reduce the required quarters of coverage from 13 to 7.
The NAM is ol)psed to further liberalization of cpverage because it is a
further delmrture from the contributory principle and tile wage-loss theory of
benefits. Inasmuch as OASDI does not cover all gainful work, there is no need
to further reduce tile qualifying work test.
Increase in mmi

(Oin

benefits

H.R. 6027 prolm.ses to increase the minium benefit from $33 to $40 with
corresponding adjustments In family benefits and lump-sum death payments,
This proposed change would increase benefits for 2,175,000 people and would
cost $170 million the firA year.
The cost of providing these benefits would greatly exceed the amounts contributed in OASDI taxes by the employee and employer. The actual premium
required to cover the cost of these benefits for a man and his wife would be over
.$216 per year paid from the Inception of OASDI to the end of 1961. Yet the
benefits contemplated would be payable to persons, who, together with their
employer, have paid as little as $6 In taxes.
This huge potential gap between contributions and benefits may be Justified
on grounds of social welfare for the most needy. At the same time we would
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point out tht danger of a chain-reactlon push for higher benefits up the line.
regardless of the system's objectives and the ieds of our aged. A proportionul Increase in maximum benefits would result iii a $160 lr month primary
benefit and a $240 per month husband and wife benefit.
On page 8 of the printed record of the executive hearings on the present
legislation Mr. Mills inquired whether it would not be. necessary to raise the
wage base to $7,200 "to restore the proper or historic relationship between
inniimun and maximum benefits."
Mr. Cohen stated: "I think, Mr. Chairman, this traditional relationship betwe-en the nilnitnm and maximum that has been maintained over these 20 or
25 years is an essential aswect of a contributory system.
"If you do not have what the committee and the country thinks is an adequate
spread between the minimum and the maxinum, then the enthusiasm for a
wage ren te.d ..ystcm Is da n,eii&-d."
Liberalizelion of dix'ubilill benefit
The bill now before the coninittee contains no proposals relating to further
liberalization of disability benefits. However the administration did propose,
in II.R. 4571, to eliminate the requirement that a disability be expected to result
In (teath or to continue for a long and indefinite period In order for the disabled
person to get benefits. Thus a person could become eligible for dirability benefits
after 6 months under the administra tion's plan.
This Issue is of concern to the NAM. If the committee chooses, we are now
prepared to discuss the problem briefly In order that our views be made part
.of the record for possible future reference.
You will recall that the 1960 Social Security Amendments removed the reuirement that a person be between the ages of 50 and 65 in order to collect
.disabllity benefits. This liberalization, together with the present proposal, would
seen to bear out predictions we made when the Issue first arose; that eventually
we would be faced with some form of Federal nonoecupational sickness and
disability program. The NAM Is opposed to Federal activity in this area. This
proidlom can be handled best by the States and Individual employers.
Using data published In the Social Security Bulletin for December 1960, we
(calculated that the average recipient of disability benefits now gets around $850
per year. Since an estimated 85,000 additional persons would be added to the
rolls the first year under further liberalization, the Initial annual cost would be
,over $72 million. In turn, this figure will be Increased by cases Involving wives
and children's benefits and by those people entering the rolls as a result of 1960's
liberalization. Then we must consider those who would qualify for benefits in
succeeding years. The net effect of all this, costwise, is difficult to estimate.
However, it is likely that the substantial added costs Involved would require a
substantial Increase in taxes--taxes which were substantially increased only as
recently as January 1, 1960. NAM is opposed to further Increasing this already
heavy tax burden on young workers, employers, and consumers.

Thank you very miuch, Mr. Carroll.
M'. C.ARorLL. I do not tiink it was entirely clear where you say:
The ('I .NM.x.

This being the case, it is vital that Congress carefully weigh the equitie.sl of
all the various groups contending for a share of the estimated $12 billion proposed to be distributed under H.R. 6(l27.

That is an error, is it not, because, as I understand H.R. 6027, it
provi(les for about $800 million.
Mr. CARROLL. I may have misspoken, Senator Byrd, but actually
what I was doing here was using a figure that I think appeared on
page 20 of the 21 trustee's report. I hope we have that here, do we?
The CHAImRAN. This is a cumulative figure?
Mr. CARROL. It is a cumulative figure and I hope I said it was, the
estimated $12 billion proposed to be. distributed annually after enactment of H.R. 6027. I meant it to be the total figure; yes, sir.
The CHAIRMAN. All right. I want you to know that the Chair
shares your anxiety about the fear of increasing the social security
taxes.
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You made a very interesting sta tenient. Any questions?
Senator Hartko.
Senator I{AmrKE. Yes. In regard to your specific comments about
the reduction from ago 65 to 62, 1 quite agree with you that unemployinent is a problem which should be called by its right name and
solved by app ol)riat measures, and I do not think social security
should be used to attempt to solve unemployment.
However, does the proposal to reduce the age limit from 65 to 62)
on a voluntary level del
Twith solving the unemployment problem ?
I mean, I (10 not undestand the connection between the two. I rio
not im(lst-Aul how you brought thi two together.
Mi. CnoJ.io.. Well, a great many peop1IO are advocates of this particular legislation, Mr. Hartke, who apparently have said that. if we
can encourage people to drop out. of the work force at 62, then inevitably some people at the lower end of the work force now unemgloved would find employment to fill the same jobs. That is why I
ring it up.
Senator HARTKE. Let me see I am one of the advocates of such
a proposal, and have such a bil in, but I do not advocate it on such
a. basis, but. it is a recognized fact, and the studies show that there
are a lot of people at age 62, who frankly, are unable to go out and
find work. It. is not. at question of their being disabled a hundred
percent, but their physical condition sometimes is such that people
just, do not want to hire them.
If they can go ahead, they have made their payments, and if they
can take it at a reduced rate, why shouldn't they be entitled to do so?
Mr. CARROLL. Mr. Hartke, I really do not know very much about
disability insurance. I am a little bit gunshy about even considering
it has any place here.
Senator HAirTKE. This does not deal with disability insurance. I
am not talking about a disabled person, but just talking about the fact
that a man reaches the age of 62 and, franldy, he is in a position where
the employer-wuill you hire a man at the age of 62?
Mr. CARROLL. Let me jump right out of-orbit, if this is permissible,
Mr. Chairman. Mr. Hartke, you come from the great State of Indiana., isn't that correct?
Senator HARTKE. Yes, sir.
Mr. CARROLL. We operate three plants in the State of Indiana.
I would hate to run any of those three plants, two in Indianapolis and
one in Fort Wayne, without the people over 62 years of age that are
in our employ in those nlants.
Senator ftARTr . before you misinterpret what I said, I quite
agree with you that there are a lot of people, frankly, and I think
it is going to be increasingly so, over 65 who are going to be capable
of doing very constructive and very worthwhile work. Im not talking about those individual. I do not think most of those people are
going to want to go on social security at a reduced rate tit the age
of 62. Many of them do not want to go on social security at the age
of 65.
Mr. CARROLL. That is correct.
Senator HArKE. I quite agree. Those people are fine working
people. But this will not have any appeal to such an individual, those
people working in your plant or any other plant. They are not going
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to go out. and take this social security benefit at the age of 62 on a retired basis. It makes no appeal to them whatsoever.
Frankly, it will make very little a eal to most of your employees
at the age of 65. A lot of them would like to continue to worl; isn't
that correct ?
Mr. CAnOL. 0h, yes. As a matter of fact, I am probably begging
the question a little bit here, but one of the things we have always teen
puzzled about. is how to get rid of the fellow over 72. He is doing so
well under this law you can hardly pry that old boy out of there.
ie is being paid by the Government to work for us, and by them
to work for us. lie is doing real fine. So maybe if we wanted to talk
about something along this line we have got the wrong thing in front
of the tool.
Senator HARITKE. We are talking about two different categories
of the people. I am talking about the large number of people who
still are, at the age of 62, finding themselves in a position in which they
would prefer to retire. Really their physical condition is such they
are not disabled but really they should not continue to work, and if
they want to go ahead after making their contributions through the
years, why shouldn't they be able to retire at the age of 62?
Mr. CARROLL. Well, how far do you want to go ? Is it going to be
57 next year or 55? I know some fellows 25 years old who do not
think they aie very anxious to work.
Senator HARTKE. I know, but I think it is a pretty well recognized
medical fact that there are a large number of people over the age of
62, between the age of 62 and 65, and this is true, I think you will find,
you probably know some personally, as I do, who, frankly, just absolutely are not really in a ppoitibn wJere they should be working,
but they are trying to make a go of it. Some of them just cannot
find jobs in their positions because of their age group.
Mr. CARROLL. We are getting a little closer here to using the social
security law for unemployment compensation purposes. If these
people cannot find jobs that is something else again. Isn't it true
that, perhaps, this is largely advocated for certain States where they
have a very high percentage of unemployment?
Senator EARnm. No; I do not think so at all. I think you will
find this if you will go even ioto your own plants, you will find
instances of this, maybe not, maybe your "company is run a little bit
differently, and I'm not going to say about tlt, but I do feel there
are some particular problems for th e people in this age group, and
I think that doctors would tell you so,, that they could not sign any
statement that this man is physically disabled, that he is disabled
from doing any work. They cannot sign a statement.
They will frankly tell you thatthe man probably would be better
off if he could go ahead and retire under reduced benefits.
Mr. CARROLL. Well, Mr. Hartke, I am not an industrial physician
either, but I will tell you what I am, I am a manufacturing fellow.
I do not want any impression given here that a manufacturer, at least
I, appearing here as an individual, am talking about liberalizing this
age situation from the standpoint of relieving the manufacturer of a
responsibility to keep a 62-year-old man working. I wish you woula
leave us take care of something, we would take care of that one, we
would keep him.
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Senator HAITKE. There would be no requirement on the mianufacturer to this extent.
r. CARROLL. No. But I mean certainly manufacturers are not
seeking this :elief, as you indicated, in order to let these marginal
people who are not very efficient be retired.
Senator HARTE. Let me say to you, sir; and I say to you in all
sincerity, Mr. Carroll, if any iplplication was left of that I want that
erased immediately. I (lid not mean to imply the manufacturers were
seeking this. Dim talking strictly from the individual viewpoint of
the person who is within the age of 62 and 65. I'm talking from
their side of the picture and not anybody else in society.
Mr. CAmROIL. If they are unwilling physically and mentally to be
employed, I do not think it belongs under'theproblem.
Social Security Act. I
do not think it. does. I think it is a different
Senator IARTKE. Let. me draw away from that.. I thought I made
it pretty clear about. talking about people who have a mental disability.
What I'm talking about is this is in an age in which there are certain
factors which create special problems. I do not think there is any use
going further along in that.
Let me ask you another question in that. regard. In the last sentence,
the last. paragraph, was an assumption that said:
Another factor is that after early retirement Is established the reduction-inbenefit provision is likely to be scrapped because of the "flaw of protection"
argument.

This is an assumption. If this assumption were, in fact, not true,
would this change your opinion any upon this legislation?
Mr. CATRROLL. Well, I still would have to cling to the amateur idea
that a. fellow who retired at 62, when he is 62 is just as hungry, would
be just, as hungry, as the fellow who retired at. 65. I do not see any
reason for the encouragement. of him to retire, to retire a fellow at. a
reduced rate because he has the same kind of needs, and I think it is
unwholesome, and I think ultimately emotional pressure would kind
of force you to correct this poor fellow's situation, and ultimately end
u ) by raising his benefits so hecan be fairly treated.
Senator BARTrKE. I mean, assuming this was not so, would this make
any difference in your testimony I
Mr. CARROLL. Well, I refuse to make the assumption because I will
go right back to the description that you made of this fellow between
62 and 65.
Senator HARTKE. Yes. But you assume in the legislation here a.
fact which is not true.
Mr. CARROLL. Well, of course, it is not true; we cannot say it is true
because it.could not very well have happened. This is kind of a crystal
ball performance, just iike fellows of your age forecasting how a fellow
feels at 62 years of age.
Senator HARrKE. Let me ask you one other question here in regard to
this overall item. As you well know, the limitation on earnings applies-of course, you talked about the age of a man 72. The limitation
of earnings does not apply to any individual other than a wage earner.
Would it make any difference if the overall limitation on earnings
were taken off for all social security benefic-iaries; in other words, for
investment people receiving investments today or who have their
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income other than from wages. If they have income from investments or from prol)erties and rentals and things like that., of course,
there is no limitation on the income for those people; and even though
they are social security recipients they can still go ahead and draw
their social security benefits and their investment return or their
rental return without having any change in their status on the social
security roles.
Now, do you feel that it would be more fair under the circumstances
to extend this to the wage earners as well; in other words, as you know,
there is a sliding scale really of about $1,500 which is the maximm that
a Wage earner can earn now.
Mr. CARROLL. Well, the only thing that I can see is to just take the
7'2 out of there and let the rules ride.
It kind of amuses me sometimes to get, some old boy who is a toolmaker, andl he is really pretty good, and you still have got him, and all
of a sudden, because of the accident of his 72d birthday, he gets a third
raise in his cornlpensat ion.
Senator IIARTKE. I am not talking about the man 72, but the one
at 65. He is 65 years old. lIe is a wage earner: he hias a limitation
on earnings because of being 66.
Mr. CARROLL. Yes.
Senator HARTKE. This does not apply to a 66-year-old investment
individual, a person who has investments.
Mr. CARROLL. No.
Senator I-LAr'KF. How can We justify such a distinction, such a
discrimination, a ainst a wage earlier?
Mr. CARROLL.
I1ell,
do not think you have any discrimination
there. You would have discrimination if you changed it. We are
getting into something here that I could not possibly debate with a fellow with your fine background, because I am-basicaly all engineer, but
it kind of seems to me you are talking here dangerously. There
might be a penalty on accumulating enough equity to have a few stocks
or bonds or some other income, and I could not get into that with
you; I am afraid I would lose.
Senator HARnKm. Mr. Chairman, I would like to ask Mr. Carroll, in
his capacity as a representative, not in your individual capacity, if it
would be possible to secure a statement, a written statement, to be submitted for the record as to the position of the National Association of
Manufacturers in regard to the removal of the earnings limitation.
Mr. CARROLL. There is no official position, as I know it, within
the NAM, and I would say that is a fair request.
I am not running NAM, nor am I in a position to, but I think we
should probably make some attempt to answer tiis question.
Senator HARTKE. Yes. In other words, within reason.
Mr. CARROLL. I am afraid I am so far off your wavelenoth that I
would refuse to represent NAM on the point, and I guess have said
all I can say about my own observations on this particular phase of it.
Senator ILAUrR. I am not asking you to do that. 1 hope if there
is any position from the association, it could be obtained.
Mr. CARROLL. As I understand it, there is not any attendant change,
however, in any of this legislation, is that right.?
Senator HARTKE. If I have my way, there will be, sir.
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Mr. CARROLL. There is not now.

Senator HAirKi. Well, there will be. This will be in front of the
committee, if the chairman will permit me to submit an amendment,
I will say that, later on which, as the chairman knows, we have not
had this opportunity to date.
Mr. CARROLL. Maybe it would be interesting if you gave to NAM
what you had in mind.
Senator HArrKE. I would be delighted to.
Mr. CARROLL. It would help me a little.
Senator HARTKE. I would be delighted to do that.
Mr. CARROLL. I think that would be fine.

Senator HARTKz. One other comment I would like to make on your
statement. This does not deal with unemployment. You saySenator WILiAmS. Would the Senator yield for a question in connection with the memorandum you are asking them to submit?
Senator HAwRTu. Yes.
Senator WILAms. Mr. Carroll, at the time you submit your rec-

ommedation giving the views of the National Association of Manufacturers, and at the sait 3 time the Senator is going to submit a
memorandum giving his views, would ybu both ake into consideration the fact that to eliminate this age requirement would necessitate
an additional expenditure annually of $3 billion, and require a minimum of an increase in the payroll tax oi 1 percent, and would both
of you take that into consideration at the time you make the memoranda as to your recommendations on the advisability of the change?
Mr. CARROLL. I agree. I certainly could do nothing less.

I understand this is going to be an amendment that you are going
to sponsor?
Senator HAIRrKE. It is in a bill which I have introduced, and an
amendment I intend to introduce to this bill, if permitted to do so,
which would remove the earnings limitations for wage earners.
Mr. CARROLL. Would you like me to send a copy to the other members of this committee?
Senator HARMTE. No. I would prefer, sir, that'in your representa-

tive capacity it would be directed to the chairman of the corimittee
so it would be available for the entire committee, whtever stement
it is.
Mr.

CARROLL.

You would like the National Association of Manu-

facturers to comment' uonSenator HARTKE. If they care to do so.

Mr. CARROLL (continuing). On what you have stated here.
Senator HtARTKE. If they care to do so.
The CHAMMAN. The Chair would like to suggest we expect to take

this billup in executive session next Thursday, and
My
eefiorandumns prior to that should be sent in, i" order to have it printed liJithe
record by that time.
Senator ILtARTKE. I hope you understand,'sir, I am not demanding
f,nything from you, but just asking your opinions. I think they would
be helpful to the committee.
Mr. CARROLL. It will give me a chance to at least know what you

are talking about, and I will pass it along to the NAM, and a jury
of my peers will reply to you in a suitable ma-mer, I believe.
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(The following letter was subsequently submitted:)
NATIONAL ASSOCIATION OF MANUFAOTURERS,
Washington, D.C., May 26, 1961.

Hon. HARY F. BYRD,
Chairman,Committee on Finanoe,
U.S. Senate, Washington, D.C.
DAu SENATOR BYRD: During the appearance of John H. Carroll, chairman,
NAM Employee Health and Benefits Committee, before your committee on H.R.
6027, both you and Senator 11artke indicated that the committee would like
to have the association's views with regard to removal of the earnings limitation
now in the Social Security Act. Complying with third request will require consultation with NAM Policy Committee principals and staff and we, therefore
wili be unable to provide anything in time for inclusion in the printed hearings.
If such consultation indicates that the association is in a position to present
its views on this subject at this time we will make every effort to have it in
your hands before the committee begins executive sessions on this legislation.
Respectfully your ,

R. -T.
0omn-oK,.

Senator HArriin. Let us come back to your statement.
I just point this out to you, that I have had occasion to serve on
the enate Committee on Unemployment Problems. It says:
In this connection we would also point out that unemployment is not restricted to a particular age group.

I just want you to know that I do not believe this is true. I would
hope that you would reexamine this, and I would be glad to discuss
this matter with you either in your representative capacity or individually, to point out that the biggest problem today deals with
children or young people in the age group of 18 to 25 and the old.
The people between 25 and 60 are not presenting their problem.
Mr. CAf6iuLL. i i"n6w Washington is filled with men talking on the
same subject, and the daily papers are filled with it.
Senator LiTmn. Those are all the questions I have, Air. Chairman.,
The CaAmrrAw. Thank you, Mr. Carroll.
The Chair would like to put int, the record he cost of the first
year, the minimum benefit icrease'is $170 million; the age 62 for
men, $440 million; insured status requirement is $65 milon;,and
widows, $105 million, making total of $780 million.
will
- Subtfor the OreTd 'astateneht in behalf o. the Ameican
Legion advocating': an amendment.,to authorize the continuance, 0
payments to children after age 18 if attending an approved school,
This statement i§ a statmet of DeanP. W. Tieszeti, who is unable
, beIhcluded in the"
~thi
t
- he rests
here,4vn4
to-be
reo
r
tjiis star ment
record.,
(The' statemenitreiorred to follows:)
STATtME'NT'b TOr
-A W.. Trz#,'
Yion OHAYAMAN 6P I'r NA&IO±#AL
COMM II'TTEE-biMI EDUCATION AND'ScitOLAiHP OF OrjiR AmEa~oAN Ltixo"Mr, Ohairtnan and members of the committee, my name ihpJ. W. Testen. i

reside at Warrensburg, Mo. I am vice chairman of the National Education anw
Scholarship Committee of the American Legion, which committee: is a part, of
,
!
, !- '
.,,
our national child welfare program.

Thte American Legion favors refislonof title II of the Social Security Act to

include children who are attending school, from-age 18 but not beyond the age

of 21 in the Insurance benefits ad provided by law.
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The American Legion is very much interested in H.R. 0027 as same passed
the House -,nApril 20, 1901.
When H.1. 6027 was before the House Ways and leans Committee, the
American Legion urged that title Ii of the Social Security Act be amended
in a manner which would authorize the continuance of payments to children
after they reach age 18, while unmarried and enrolled in an approved school,
but not beyond age 21.
This proposed amendment was not included In I1.R, 0027 as reported by the
House Ways and Means Committee; under the rule, no amendments were per.
mitted on the floor of the House.
The American Legion respectfully requests the Senate Finance Committee
to approve such an amendment to the House-passed version of 11.11. 6027 for the
following reasons.
At its 190 national convention the American Legion adopted resolution No. 2.,35
which reads as follows:
"Whereas one of the major objectives of the American Legion's Education
and Scholarship Committee is to help make It possible for the children of vet.
erans who have the ability and desire to receive an education beyond high
school; and
'Whereas present provisions of the Social Security Act, title II, terminate
benefits to children of deceased wage earners when they attain the age of
18; and
"Whereas It is at this age when the continuation of social security benefits
would. in many instances, be the determining factor as to whether or not
children would be financially able to continue their education beyond high
school: Now, therefore, be it
"Resolved, That the American Legion in national convention assembled in
Miami Beach, Fla., October 17-20, 1960, actively support legislation which Would
amend title 11 of the Social Security Act In a manner which would authorize the
continuance of payments to children after they reach age 18 while unmarried
and enrolled in an approved school, but not beyind age 21."
The American Legion has a long, sustained interest in providing enhanced
opportunities for the youth of our Nation, including the opportunities obtained
through education. The active support the American Legion provided in the
passage of the GI bill of rights for veterans after World War II and after
Korea is well known to the people of this Nation. Their support of the junior
GI bill which provides funds to assist children where the parent lost his life
In or as the result of service is a matter of record. The many activities, partic.
ularly of the American Legion's Child Welfare and Americanism Commission
are further testimony on this point. In recent years a compilation of career
and scholarship opportunities for youth bearing the title "Need a Lift?" has
reached a distribution of over a quarter million.
The support of the American Legion for the amendment to title II of the
Social Security Act Is, therefore, consistent with the historic and active position
of our organization.
The American Legion believes that there are three major arguments favoring
the proposition that title II of the Social Security Act should be so amended.
The first of these might be termed the logical reason. Since post-high school
training or education Is now looked upon as desirable, and for many careers an
Indispensable prerequisite, the sense of security affordeal to those covered by the
old-age, survivors, and disability Insurance program is lessened so long as no
provision is made for continuing benefits during the years in which the child
would normally be obtaining a college education or in some instances finishing
high school. I speak from my own many years experience as a public school
and college administrator in pointing out that age 18 has for many such children
meant the necessary termination of their education. The logic behind the insurance benefits of the social security program is that a child under age 18 Is presumed to be a dependent who has suffered an earnings loss when his father
dies. This same principle continues to be In effect as he continues his education
beyond age 18.
The second major reason for the American Legion support of this amendment
might be termed the humanitarian reason.
College or other post-high school education has become for the present generation of youth a prerequisite for most goals in life, be they vocational or social.
The earnings loss suffered by a family upon the death of the principal wage
earner is in itself sufficient to lower the family status to a fringe position In
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terms of income. It is one of the proudest boasts of our American society that
it provides opportunity for all its members.
I believe that there is not a person here who is not deeply affected by the
humanitarian reasons inherent in title II of the Social Security Act.
Finally, the American Legion believes there is an economic reason to support
this revision.
When America educates its youth this represents a type of economic upgrading
which Is utiimately returned to the taxpayer as a benefit. The GI bill cost the
American taxpayer some $15 billion according to Veterans' Administration estimates. These same statisticians calculate that in less than 10 years from nowby 1970-the 7,800,000 veterans who took training under the law will have paid
off the full cost of the program because through this education the veterans were
enabled to attain an income level at which they are paying an extra billion
dollars a year in Federal income taxes. Dr. Paul C. Glick, Chief Social Statistician of the U.S. Bureau of the Census, has analyzed lifetime earnings of
Americans and compared them with years of schooling. The average American
with a college education earns a total of $103,000 more than the average citizen
with a high school education.
If the above figures are used as an example we can see what this mfght mean
in economic terms in the case of one individual. The lifting of the age ceiling
for dependents as proposed in the amendment to title II would, under estimates
made by the Bureau of Old-Age and Survivors Insurance Division of Program
Analysis, Actuarial Branch, February 0, 1901, affect 160,000 children' during the
month of October 1961. The total benefits for that month would be about $9
million. This would be approximately $55 per month per child. Over a 3-year
span, if this child remains in school, he would be entitled to draw about f2,000
in payments out of the reserve fund. Upon graduation from college this same
individual, whose earning power has now been increased over his lifetime by
$103,000 will pay in additional Federal taxes, if these are calculated on the
modest basis of 12 percent of gross income, an additional $12,360. An investment of $2,000 in an individual, to help make it possible to fi.'sh college, will
enable him to return to the U.S. Treasury $12,360-more than a -'xfold increase.
These estimates do not take, into account, of course, the incalculable human
and social values, hard to measure in dollars, for both the individual and
society through enhanced productivity and potential contributions.
The U.S. Census Bureau states that in 1940 there were 3.8 million of the population who had graduated from college. They expect this figure will have
risen to nearly 16 million by 1980. Time will probably prove this latter figure
to be rather conservative. In the years ahead, the economic lifetime of the
present youth of our country, additional education more than ever will benefit
its possessor. The person without the education will be more economically disadvantaged than he now is. A study published in the New York Times of
January 1, 1961, tells us that 60 percent of. the cost of paying for a child's education comes from the family. The enactment of this legislation would help to
fill in the money normally received by a student from the wage earner in the
family group.
From an ,economic standpoint the American Legion supports the amendment to
title II because it believes it is feasible to finance. If 160,000 children draw
benefits in October 1961, this will amount to 0.05 percent of covered payroll.
Wherefore, on behalf of the American Legion, I respectfully request the
Senate Finance Committee during its deliberations on H.R. 6027 to approve an
amendment to title II of the Social Security Act which would authorize the
continuance of payments to children after they reach age 18, while unmarried
and enrolled in an approved school, but not beyond age 21.
I thank you, Mr. Chairman, for giving me the opportunity to present these
views of che American Legion favoring its proposed revisions of title II of the
Social Security Act.

The CHAIRMAN. I also insert in the hearings a letter -eceived from
Hon. Cecil R. King, ranking Democratic member of the Ways and
Means Committee of the House, a very distinguished and abl member. Congressman King advocates an amendment to give an additional opportunity to elect OASDI coverage to State school employees
whose option to choose coverage under the "Divided Retirement System" provision has expired.
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(The material referred to follows:)
House or REPRESENTATIVES,

Washingln, D.., May 9, 1901.
Hon. HARRY F. Bun,

U.S. Se ate,

DzAs SENATOR BYDm: Several weeks ago representatives from the California
School Employees' Association discussed with me a problem which has developed
in the State of California with reference to the so-called split system provision
for State and local employees which, as you will recall, was made a part of the
Sociltl Security Act with reference to several States In 1956, and which was
amended by the Social Security Amendments of 1958.
The particular problem confronted by the California school employees is outlined in the attached memorandum.
Following my discussion with the representatives of the California School
Employees' Association, I arranged a meeting with representatives of the Social
Security Administration and the Ways and Means Committee staff members for
the purpose of discussing a possible legislative solution. At the conference It
became clear that the problem faced by the California school employees was not
peculiar to California, but that there are problems In many other States. Following the conference, and after work by the staffs, general legislation was developed which would cover not Just the California problem but which would also
cover similar problems In all States. I have Introduced this in bill form, 11.1.
6806, a copy of which is attached.
Unfortunately, it was not possible to develop this legislation before the Conmittee on Ways and Means completed Its work on the Social Security Amendments of 1961 (H.R. 6027) and thus I did not have an opportunity to offer my
bill as an amendment to the general social security bill which is now pending
before your committee.
In order that this problem, which exists In a number of States, may be expeditiously solved, I would appreciate it if consideration could be given by the
Finance Committee to the amendment contained In my bill, H.R. 0806, at such
time as the Finance Committee might take action on the social security bill now
pending before you, H.R.6027.
I should add that while I have not received a formal report from the Department of Health, Education, and Welfare, on my bill, it Is my impression from
the discussions which have been held at the staff level that the Department
will support the amendment.
Sincerely yours,
Czrf,R. KING,
Member of (onpresea
SPECIFICATIONS pOR LEoxsLATIvE LANGUAGE TO GIVE Am ADuMONAL OPPOwRTUNITY
TO ELECT OA81)I COVERAGE TO PERSONS WHiOSE OPTION To CHOOSE COVERAOIn

UNDER TlE "'DIvIDED RETIREMENT SYSTEM" PROVISION HAs EXPIRED
BACKGROUND

Section 218(d) (6) (C) permits 16 specified States t9 divide their retirement
systems to extend old-age, survivors, and disability insurance coverage to only
those current members of the retirement system group who desire It, with all
future members being covered compulsorily. When coverage is obtained on this
basis, members of the f.roup who did not choose coverage may, under section
218(d) (0) (F), added by section 315(a) (1) of Public Law 85-840, approved
August 28, 1958, be brought under the program upon their own rei4uest, provided
the State modifies its agreement to cover such employees within a year after
the date on which coverage of the group was agreed to, or before January 1,
1960, If that was later. Under an administrative, ruling, the effective date for
coverage for those who use this "second chance" procedure must be the same
date as that which applied to the group which elected coverage at the original
opportunity.
CURRENT PROBLEM
For a number of reasons, many employees who could do so have not elected
coverage under the divided retirement system provisions on either the first or
second opportunity. After the expiration of the period during which they could
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cliango their original choice to remain out of coverage, many have asked that
they be given a further oplortunity to elect coverage.
OIIJECT'IVES ON

WHICH

SPECIFICATIONS

ARE BASED

The specifications are designed to accomplish the following objectives:
(1) Provide that coverage for those to whom the amendment would apply
must begin on the same date as for those originally electing coverage, to avoid
differences in treatment as between those initially choosing coverage and those
later deciding to be covered. While this objective is currently being carried
out by administrative ruling, it would seem desirable that the law itself specillcally cover this point, to avoid any possible question as to the intent of the
amendments.
(2) Reopen or hold open the second chance option for 2 years after the year
of enactment for "backlog cases"--cases where the divided retirement system
provision has already been applied to a retirement system group. In such cases
the period during which a "second chance" is available has often expired, or Is
alout to expire.
(3) As a permanent provision, designed to take account of the fact that many
State legislatures meet only once every 2 years, and of other factors which
might result in individuals not choosing coverage within 1 year after the Initial
second chance coverage modification, extend to 2 years the present 1-year period
during which additional persons may be brought under coverage.
8PEOFIOATIONS

The three objectives mentioned above could be accomplished by two amendments to section 218(d) (6) (F) of the Social Security Act. The first of these
amendments would be to change the phrase " * * * prior to 1960 or, if later, the
expiration of 1 year after the (late * * *" to read " * * prior to 1963 or,
if later, the expiration of 2 years after the date * * *." The second amendment necessary to accomplish the objectives would be to add a sentence to section 218(d) (6) (F) which would provide that notwithstanding section 218(f) (1)
coverage for the individuals using the second chance procedure would begin
on the same date as coverage for those in the same retirement system group
who had elected coverage at the first opportunity. (Section 218(f) (1) is the
provision which limits the extent of retroactivity possible to newly covered
groups.)
SUMMARY O INFORMATION AVAILABLE IN BUREAU OF
THAN CALIFORNIA)

CHANo"

OASIS

ABOUT STATES (OTHER

WHERE THERE IS INTEREST IN A STATE AND LOCAL "TuIRD

AMENDMENT
RHODE

LANDD

The Rhode Island OASDT administrator met with some Bureau staff members
in March 1960 to discuss the desire of some members of the retirement system
for a "third chance" to elect OASDI coverage.
The State of Rhode Island through a modification In its coverage agreement
approved on April 3, 1958, extended OASDI coverage under the "divided retirenient system" provision. Coverage was effective retroactively to January 1,
1956. About 7,500 members of the retirement system came into the program originally. About 040 members were covered under the "second chance" procedure.
Of the remaining 1,200 members who had not chosen coverage, some 400 wanted
coverage at the time of the meeting referred to above, but as a group they wanted
coverage to he effective January 1, 1960, rather than on January 1, 1956--the
date on which coverage began for those who had already chosen it.
At the meeting, the Bureau staff members discussed informally some of the
objections which might be involved In providing different effective dates.
CONNECTIOUT

BOASI has received a few letters about a possible "third chance" from individuals in Connecticut.
Connecticut extended coverage under the "divided retirement system" procedure through a modification of its coverage agreement executed on April 1, 1058.
Coverage was effective retroactively to January 1, 1956. The "second chance"
for this group expired on December 31, 1959.
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TENNESSEZ

The Tennessee State OASDI administrator has expressed interest in legislation
to permit another chance to elect coverage for members of the teachers' retirement system and the State retirement system, and at one time indicated that he
planned to write to the other States where the divided retirement system provision is available for the purpose of obtaining their support. He has already
secured a commitment for support of such a measure from Congressman Frazier,
Democrat, of Tennessee, and expects that Congressman Loser, Democrat, of Tennessee, will introduce a bill on the question. (We understAnd that there has
been an exchange of letters between Congressman Loser and Chairman Mills on
this matter.)
The State of Tennessee executed a modification on June 28, 1957, to cover only
those members of the Tennessee teachers' retirement system who desired it. A
modification executed September 30, 1957, extended coverage to those members
of the State retirement system who desired it. In both Instances, coverage was
retroactive o January 1, 1956.
FLORIDA

The social security regional office has been Informed that Florida is also Interested in "third chance" legislation. A modification executed December 31, 1057,
provided coverage for those members of the State and county officers and employees retirement system who desired it. Coverage was effective retroactively
to January 1, 1956.
MINNESOTA

The BOASI has received some letters Inquiring about a "third chance" for
teachers in Minnesota. Members of the State Teachers Retirement Association
who desired coverage were covered under the State agreement by a modification
executed December 31, 1959. Coverage was effective retroactively to January 1,
1950.
PENNSYLVANIA

BOASI has received some letters from Congressmen inquiring about possible
"third chance" legislation for State and local employees in Pennsylvania. A
modification executed August 30, 1957, covered those members of the Pennsylvania State employees' retirement system and the Pennsylvania public school
employees' retirement system who desired It. Coverage was effective retroactively to January 1, 1956. There are indications that many of the employees
concerned would not want full retroactivity back to January 1, 1956.
NEW YORK

BOASI has received a few letters inquiring about another chance to elect
coverage for State and local employees in New York. Congressman O'Brien,
Democrat, of New York, has introduced a bill (H.R. 5836) which would permit
the use of the "second chance" procedure through 1962.
New York has several large retirement systems which have been covered under
the divided retirement system procedure, with various effective dates for the
beginning of coverage.
HAWAII

There have been a few letters from Hawaii inquiring about a possible "third
chance." A modification executed on December 17, 1957, covered members of
the employees' retirement system who desired it. Coverage was effective retroactively to January 1, 1956.
WISCONSIN

There has been some interest in another chance for coverage among teachers
in Wisconsin. Members of the State teachers' retirement system who desired
coverage were covered by a modification executed December 23, 1957. Coverage
was effective retroactively to January 1, 1955.
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[HR. 6806, 87th Cons, lit esj.]
A BILL To amend title II of the Social Security Act to provide that certain State and
local employees who have elected (under the divided retirement system m procedure) not
to be covered under the old-age, survivors. and disability insurance program may have
an additional opportunity to elect such coverage

Be it enacted by the Senate and Houec of Representatives of the United State8
of America in Congress assembled, That section 218(d) (6) (F) of the Social
Security Act is amended by striking out "prior to 1960 or, If later, the expiration
of one year after the date" and inserting in lieu thereof "prior to 1963 or, if later,
the expiration of two years after the date".
SEo. 2. Section 218(d) (6) (F) of the Social Security Act Is further amended
by adding at the end thereof the following new sentence: "Notwithstanding subsection (f) (1), any such modification or later modification, providing for the
transfer of additional positions within a retirement system previously divided
pursuant to subparagraph (C) to the separate retir, tient system composed of
positions of members who desire coverage, shall be effective with respect to services performed after the same effective date as that which was specified in the
case of such previous division."

The ChAMAN. I shall also insert in the record a letter from Clar-

ence R. Miles, manager legislative department, Chamber of Connerce
of the United States.
(The letter referred to follows:)
CHAMBER OF COMMERCE OF THE UNITED STATES,

Washington, D.C., May 26, 1961.
Hon. HARRY F. BYRD,
Chairman,Committee on FPitance,
Senate Offlce Building, Washington, D.C.
DEAR MR. CHAIRMAN: Specific proposals (11.R. 6207) before your committee
to amend social security have been passed by the House. These were introduced
chiefly as an antirecession move.
The sponsors emphasized that additional money would be pumped into the
economy and would help stimulate a rise In consumer spending. Secretary
Ribicoff of Health, Education, and Welfare told the Ways and Means Committee
that "We are anxious to get money into circulation on any score that we possibly can."
The four proposals in H.R. 6207 relate either to benefit increases, or to lowering conditions of benefit eligibility, and three of them involve long-run cost, increases. These proposals would:
1. Increase the minimum monthly primary benefit from $33 to $40;
2. Increase the widow's benefit from 75 percent to 82
percent of her deceased husband's primary benefit amount;
3. Lower the quarters of coverage for benefit eligibility from 1 out of 8
to I quarter out of 4 elapsed since 1950, and
4. Lower the benefit eligibility age for men from 65 to 62, with reduced
benefit amounts.
The Chamber of Commerce of the United States supports the purpose and basic
principles of social security. This is a program designed to protect people
against want and destitution when they experience longrun income loss from
old-age, total and permanent disability, or premature death of the family
breadwinner.
Naturally, such a program involves tax-cost commitments extending far into
the future. The national chamber recommends that no changes involving
premanent longrun cost increases be adopted for any short-run reason, such as
countering the recession which now has clearly passed its low point.
MINIMUM BENEFIT AMOUNT

The national chamber appeared here in 1958 when your committee was considering legislation to raise the entire benefit structure by 10 percent. The
chamber testified that no Increase in the whole benefit schedule was Justified,
but we urged the committee to give special attention to the adequacy of bene-
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fits at the low end of t0e scale , -At tlWt titt the, iplnlmuin benefit was $30
monthly. The chamber considered this to be too small to provide a "floor of protection" against want and destitution.
In the bill finally passed, Congress increased the minimum by $3 but raised
benefits on up the scale substantially more. We believe the present minimum of
$33 is too low to serve as a "floor of protection" and should be raised. The lower
benefit amounts are not based on the pay many beneficiaries were accustomed to
when working. Until the amendments of 1950 and 1954, many jobs were not
covered by social security. As a result, individuals working quite regularly,
but shifting jobs occasionally, would have their earnings covered on one job
and not on another. Thus, their average monthly earnings for benefit purposes
were low and they qualified only for small benefits.
The increase in the minimum to $40 a month provided in H.R. 0207 would
help more than 1.4 million retired workers, 250,000 dependent aged wives, and
over 300,000 aged widows.
Some might be concerned that Increasing the minimum benefit will soon require lifting the maximum benefit, and the wage base. They contend that Congress has historically maintained a 4-to-1 ratio between maximum and minimum benefits. The record shows this ratio has been change,! from 0 to 1 under
the 1939 amendments to 3.5 to 1 at the present time. Despite this, the benefit
schedule as a whole has progressively exceeded the criterion of adequacy long
recommended by the fl:st Commissioner of Social Security, Mr. Arthur Altmeyer. In recent years, far less than 10 percent of aged beneficiaries-the maximum level recommended by Mr. Altmeyer-have sought public assistance. In
February 1960, no more than 6.7 percent were receiving old-age assistance to
meet their needs. The Social Security Administration has estimated that this
number will decline to 6.5 percent by 1970.
WIDOW'S BNUIT

Under existing law, aged widows are entitled at age 82 to a benefit threefourths the size of her' deceased husband's primary amount. There has always been a sound reason for a widow's benefit equal to 75 percent of the primary amount--that Is, equal to one-half what her husband and she together
would have been receiving. We find no logic for increasing this to 82 percent
and believe the widow's benefit should be continued on the present basis.
QUARTERS OF COVERAGE REQUIRED

The minimum quarters of coverage requirement for benefit eligibility has been
reduced several times. The most recent was In' 1900 when it was lowered from
1 out of 2 to I out of 3 quarters elapsed since 1950. The national chamber has
no objection to a further lowering of the quarters of coverage requirement,
provided social security coverage is extended simultaneously to all unprotected
work. Once social security is universal In job protection, Congress could then
complete an unfinished job by extending benefit eligibility to the unprotected
aged.
MEN'S RETIREMENT AGE

* Finally the bill, H.R. 6207, proposes to lower the benefit eligibility age for
men from 65 to 62. While the reason for this proposal is understandable, a
reduction in the eligibility age for men would be a step in the wrong direction.
Owing to advances In medical science, people in their early sixties today have
more physical and mental vigor than was true in past decades. TLey should
not be encouraged to retire at younger ages.
Most private pension plans have a normal retirement age of 65. Under these,
individuals do occasionally retire at an earlier age. This Is not occurring on a
wide scale, however, and does not justify such a provision In this nationwide
compulsory program, social security.
Lowering the age will Inevitably stimulate pressures on employees and on
employers for earlier retirement, at a time when encouragement should be given
to employment beyond age 65. Secretary of Labor Goldberg recently directed
his Department not to discriminate in hiring because of age of the applicant,
lie said, "Sufficient use of our human resources requires that the services of all
persons capable of performance In the labor force be utilized." Attention should
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be directed toward enlarging job opportunities for those in their sixties-not
toward diminishing them.
In 1956, Congress lowered the eligibility age for women to 62, largely on the
grounds that wives were, on the average, 3 years younger than their hnsbands.
In consequence, it was contended many men could not afford to retire at age 65
because their dependent wives would not then be eligible for benefits. By lowering the age for women to 02, it was maintained many husbands would be able
to retire at age 65, if they so chose.
With the eligibility age set at 62 for both men and women, Congress will, in
effect, be setting a lower figure when people will henceforth be considered aged.
This will lead to a lower age for old-age assistance, increasing costs to all taxpayers, individuals and businesses. These added costs will be reflected in higher
Government spending at the Federal, State, and local levels.
Lowering the age now for men to the same as that for women, even though
benefits are reduced, will give rise to pressures for a further drop in the eligibility
age for women. Certainly this is inevitable if there was any merit to the reason
for lowering the age to 62 for women In the 1956 amendments.
While this proposal calls for a reduction in benefit amounts so that longrun
costs will not be increased, this does not help maintain social security as a
program providing a "floor of protection" against want and destitution. Since
a very small percentage of aged beneficiaries also need public assistance, the
present schedule of benefits now provides an adequate "floor" for the vast majority of beneficiaries. Obviously, benefits reduciil by as much as 20 percent would
mean they will be Inadequate as a "floor of protection." We wonder if Congress
will not in a relatively few years be strongly urged to increase these to the
full amount after these family breadwinners have been retired for 8 or 10
years.
In summary, we urge the committee to retain the present formula for a widow's
benefits and 05 as the retirement age for men. If the required quarters of coverage .ve reduced to 1 out of 4, social security coverage should be extended simultaneously to all unprotected jobs. Finally, the national chamber recommends
the minimum primary benefit he increased.
CLARNc( I. Mnzs,
Cordially yours,
Manager,Legislative Department.

The CHAIRVIAN. The next witness is Albert C. Adams, National
Association of Life Underwriters.
Mr. Adams, will you take a seat, sir, and proceed?
Mr. ADAMS. Thank you, Senator Byrd.
The CHAIRMAN. Proceed.
STATEMENT OF ALBERT 0. ADAMS, CHAIRMAN, SOCIAL SECURITY
COMMITTEE OF THE NATIONAL ASSOCIATION OF LIFE UNDER-

WRITERS
Mr. ADAMS. My name is Albert C. Adams, and I am the chairman
of the Social Security Committee of the National Association of Life
Underwriters, a trade association having a membership in excess of
80,000 life insurance agents, general agents, and manamrs located in:
all 50 States, the District of Columbia, and Puerto Rico. I am appearing before your committee today to record my association's op.
position to the enactment of social security bill H.R. 6027 in all of its
particulars; with the exception of the proposed amendment listed as
No. 5 in the summary, which wbuld extend to June 30, 1962, the time
within which disabled workers may fMe applications for disability
benefits. That is a correction to my prepared statement.
I shall explain the reasons for our opposition in the balance of this
statement.
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The principal provisions of H.R. 6027, as we understand them,
would:
(1) Increase from $33 to $40 the minimum monthly social
security benefit payable to a retired or disabled covered worker
or the sole survivor of a deceased covered worker.
(2) Permit male workers to retire at age 62 on monthly benefits
that would be actuarially reduced from the full benefits to which
they would normally be entitled at age 65.
(3) Liberalize the eligibility requirements for social security
retirement benefits by making it neces&ary for an individual to
acquire only one quarter of coverage for every four calendar
quarters elapsing after 1950, instead of one quarter of coverage
for every three such calendar quarters.
(4) Increase the monthly benefit payable to the aged widow
of a deceased worker from 75 percent to 82.5 percent of the
decedent's own retirement benefit.
The estimated cost of the above liberalizations would be financed
by increasing the social security tax rates payable by employers and
employees by one-eighth of 1 percent each and the rates payable by
celf-employed individuals by three-sixteenths of 1 percent. These increased tax rates would become effective on January 1,1962.
1. H.R. 6027 -would increase already heavy tax burden of working
population
I shall presently outline various objections that we have to specific
provisions of H.R. 6027. However, we are not concerned nearly so
much with the benefit or tax provisions of H.R. 6027, in and of themselves, as we are with the tact that they symbolize a still further
advance in the overall trend toward questionable expansion of the
social security benefit structure and overtaxation of the workers of
this country to meet the cost of providing economic security for the
nonworkers.
As your committee is well aware, Congress liberalized social security
benefits in each of the years 1950, 1952, 1954, 1956. 1958, and 1960.
In the aggregate these liberalizations were exceedingly substantial
and far reaching. As a result of these changes and the broadening
of social security coverage during the same period, the benefits paid
out by the system skyrocketed from $961 million in 1950 to over $11
billion in 1960-an increase of more than elevenfold. And these
benefits will continue to grow tremendously in the years ahead even
if the present law remains unchanged.
To meet the cost of this rapidly expanding program and to keep it
salf-supporting and solvent, Congress has from time to time also
provided for increased social taxes, either by raising the tax rates
or the taxable wage base, or both, These tax increases have been so
spaced and in such relatively modest amounts that, individually, they
seem to have made comparatively little impact thus far on the congressional or public consciousness. Therefore, we think it most important
that before
judgment on H.R. 6027, your committee
give its most
serious passing
consideration to the cumulative effect not only of
the tax increases that have occurred in the recent past but also of the
additional increases that are already scheduled to take place under
existing law.
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In this connection, for example, we feel that it is vital that we call
to your attention that in the short period since 1949:

Social security tax rates have tripled.

The taxable wage base has been increased by 60 percent.
As a result of the above two factors, the social security
taxes of individuals with maximum taxable earnings have increased by 380 percent.
Nor is this all, by any means, since existing law calls for three more
tax rate increases just to pay for the present system or benefits. When
the last of these increases goes into effect in 1969, the tax rates paid by
employers and employees will be 4.5 percent each, and those paid by
self-employed individuals 634 percent. From that point on, social
security taxes will run as high as $216 per year each for employers
and employees and $324 for self-employed persons. In short, due to
increases in both the tax rates and the taxable wage base, maximum
social taxes will then have increased more than seven times since 1949.
Even today, there are many individuals whose social security taxes
exceeded their ordinary Federal income taxes. By 1969, the number
of individuals in this category will have increased tremendously even
if, let me stress, present law is left unchanged.
Accordingly, we urge that your committee not add further to the
heavy burden which past Congresses have already imposed upon the
taxpayers of today and tomorrow and that you, therefore, reject H.R.
6027.
In making this request we want to emphasize that the present and
future social security taxes called for by existing law are predicated
upon the so-called intermediate cost estimates prepared from time to
time by the Social Security Administration for your guidance. These
intermediate cost estimates have been the official estimates upon which
your committee has always relied in evaluating the cost of social
security legislation.
However, we should like to point out that your committee has consistently recognized that-the intermediate cost estimate does not represent the mo~i probable estimate,
since It is impossible to develop any such figures. Rather, it has been set down
as a convenient and readily available single set of figures to use for comparative purposes. (See, for example. S. Rep. 1856, 86th Cong., 2d sess., at p. 43.)

Thus, since the intermediate cost estimate is admittedly a sort of
convenient fiction we hope that your committee will not lose sight of
the distinct possibility that the actual cost of the present program
could very conceivably turn out to be even considerably higher than
projected in such estimates and that future Congresses may consequently have to increase presently scheduled taxes still further simply
to support the existing benefit structure.
,. 8ocial 8Weurity beneflt8 should not be adjusted to meet temporarily
depressed economw conditions
H.R. 6027 seems to be nothing more than a cut-down version of the
present administration's own social security bill, H.R. 4571.
In transmitting the draft of H.R. 4571 to Congress on February,
16, President Kennedy gave as one of his principal reasons for pressing
for the adoption of the bill that-if promptly enacted these improvements will give our economic recovery program needed Impetus.
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Presumably the President would view the quite similar pending bill,
H.R. 6027, in this same light. However, we think that it would be
a grave mistake for Congress to distort the essentially long-range
nature of the social security program by imposing upon the participating taxpayers an additional permanent tax burden in order to
make the program a vehicle for coping with problems resulting from
temporary ups and downs in the national economy.
Moreover, we seriously question whether the enactment of .R.
6027 would in fact produce the economic stimulation hoped for by the
President. Although we are sure that your committee will check this
further it is our understanding:
?1) That a substantial number of the individuals who would
receive the greatest benefit from H.R. 6027 are also recipients of
aid under one or the other of the several Federal-State public
assistance programs, and
(2) That such increased social security benefits as these individuals would receive under this bill would tend to be offset, and
properly so, by corresponding reductions in their public assistance benefits.
If this is true, then it is obvious that these individuals would wind
up with about the same amount of purchasing power as they now
have and thus would not be in any better position than at present to
give "impetus" to the economic recovery program,
Now, let me turn my attention to specific objections that we have
to certain individual provisions of the bill.
3. Proposalto inwrease minimum benefit
At the outset, we want it clearly understood that we have as much
sympathy as anyone for the plight of those individuals who are currently receiving the minimum benefit of $33 per month. Nevertheless, we seriously question the wisdom of increasing this minimum
benefit for at least two reasons.
In the first place, we believe that there should always be a significant spread between minimum and maximum benefits. Thus, it seems
to us that any further increase in the minimum benefit livel might
create strong pressure to increase maximum benefits.
Second, it appears to us that further arbitrary increases in the
minimum benefit would have the definite tendency to lead to the
eventual breakdown of the established relationship between wages and
benefits at any level.
4. Reduction of retirement age for male workers particularlyundesirable
It would appear that one of the main reasons why Congress voted
in 1956 to lower the retirement age for women to 62 was that married
women are normally several years younger than their husbands, and
that as a result, when the husbands retired at age 65, many couples
had only the husband's benefit on which to live Until 4he wife also
reached age 65. (See H. Rept. No. 1189, 84th Cong., 1st sess. ) 7
For Congress now to reduce the retirement age for men to "42 as
well would clearly negate this earlier action and no doubt generate
new pressures for a further age reduction in the case of women. We
hope that your committee wil not be a party to initiating this type
N
of 'round robin."
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Senator DOUGLAS. Mr. Chairman, may I ask the witness a question
on the point just made?

The CHAIRMAN. Yes.

Senator DOUGLAS. Mr. Adams, would you oppose a provision in the
bill which would extend the age of retirement from 65 to 68, with
correspondingly increased monthly annuities so that the insured persons could receive the actuarial equivalents of a pension at age 65?
What I am suggesting is an amendment which would provide that a
person retiring at an intermediate year between age 62 and age 68
would receive less if he retired prior to 65, and more if he retired
after 65.
In other words what would you think of having a flexible retirement age but with the insured person receiving the actuarial equivalent of What his pension would have been had he retired at 65 1
Mr. ADAMS. Senator Douglas, I believe that that would be difficult
to answer. It goes into, I believe, the purposes of the old age retirement program.
I would like to know what the added costs would be. That would
be a factor. Secondly, is there any way of determining whether a
man needs more money at 68 than he would need at 65. In other
words, what would be the reason for doing this?
Senator DOUGLAS. I never have thought that it should be a permanent part of the old age security system to reduce the number of
persons in the labor market, but rather, although I realize this was
originally one of the purposes-

Mr. ADAM. Yes.

Senator DOUOLAS. But rather that it should provide greater protection for those who, in the later years of life, are unable to find employment. I make this suggestion in order to get at the possibility of
using a flexible retirement system if we can get it. Senator Robert
Byrd and others advocate a flexible system downward; what I am
suggesting is the possibility of a flexible system upward.
Mr. ADA-S. I do not feel that I am qualified to speak on that, sir.
Senator DOUGLAS. All right.
Mr. Chairman, would I be delaying matters if I asked a question on
this very point?
The CHAIRMAN. No, sir; go right ahead.

Senator

DOUGLAS.

Perhaps I should not address it to the witness,

but to representatives of the Government who may be in this room.
I notice in the explanatory sheet which has beenThe CHAIRMAN. Senator Douglas, the Government witnesses will
be here tomorrow.

Senator DOUGLAS. I see.
Could anyone tell me how reducing this retirement age for men
to 62, with reduced benefits, can cause an estimated cost for the first
year of $440 million? I thought that the rates were to be actuarially
reduced, and if they are to be reduced, how does this occasion any
greater total expense?
Mr. ADAMS. Senator, I might venture an answer to that, sir. To
the extent that the numbers of people who would retire between 62
and 65, there would be an increased cost load on the system for a
while. It is my understanding that as time would pass that initial
increased cost would average off in comparison with the cost to the
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system, which -i. uld exist if these people had not retired until age
65. It would be i--Senator DouGLAS. If you take the long run of 40 or 50 years, would
there be any net cost added to the system?
Mr. ADAIS. My assumption is that it would come out the same.
Senator DOUGLAS. Yes. So that in the long run this does not in..
crease, the total drain upon the insurance funds, isn't that true?
IMr. ADAMS. Yes, sir, although I think Mr. Myers would be better
able to answer that.
Senator DOUGLAS, Did you prepare this summary?

Mr. ADAMS. No, sir.
Senator

The

DOUGLAS.

CHAIRMAN.

Thank.you, ir. Chairman.

I say, Mr. Myei,

would you come forward and

answer that question?
Senator DOUGLAS. The question, Mr. Myers, was this: If the retirenment benefits are actuarially reduced for retirement prior to 65, is
there any increa.d total net cost to the system over a period of time?
Mr. MYEsts. Senator Douglas, under the bill as it was passed by the
Iouse, it is estimated there is no increase in cost over time. More
money will go out in the early years, but then that will be made up
over the later years because the reduction in the men's benefits are
permanent.
Senator Dovar.s. Thank you.

The

CHAIRMAN.

Thank you.

Senator DOUGLAS. So that when it says on this summary sheet that
the esthnated cost for the first year is $440 million, that is correct, but
it does not tell the whole truth, that over the long period of time there
is no increased total cost.
Mr. MAiizs. That is right, Senator Douglas. In the long run it balances out.
Senator Douas. Thank you very much.
M.r. MYERS. Thankou.
Senator DOUGLAS. Excuse me, Mr. Chairman.
Mr. ADAMS. In addition, in these days when people are enjoying
the benefits of ever-increasing longevity, we feel that it would be
both socially and economically undesirable for Congress to pass a law
which would tend to induce and, in many cases, force men to terminate their productive lives at age 62. Such action would be all the
more unfortunate and uncalled for in the face of the strong possibfility that during the decade of the 1960's the national economy will
have an almost unprecedented need for the skill and experience of
older workers as the result of an expected relative dearth of young
and middle-aged workers during this crucial period. (See, for example, p. 7, backgroundd Paper on the Employment Security and
Retirement of the Older Worker," prepared in July 1960, under the
direction of the Committee on Employment Security and Retirement
preliminarT to the White House Conference on Aging held January
9-12, 1961.)
Curiously enough, while the present administration is urging Congress to lower the retirement age for men covered by social security,
the administration is adamantly opposed to legislation that would
have the effect of lowering the retirement age for many Goverm-nent
workers covered by the civil service retirement program. I have ref-
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erence to S, 188, which would permit civil service employees to retire on immediate full annuities after 30 years of service, regardless
of age. It is interesting to note that some of the administration's
main arguments against the enactment of S. 188 are strikingly similar
to some of the arguments that we are presenting with respect to the
lower retirement age features of H.R. 6027.
For example, in opposing S. 188 before the Senate Post Office and
Civil Service Subcommittee on Retirement on May 15, 1961, Elmer B.
Staats, Deputy Director of the Bureau of the Budget, stated that-we cannot endorse the premise that experienced, capable employees in the age
range of 48 ':o 60 should be encouraged to leave the Nation's work force when
we need theli work product.

Enlarging upon this thesis, Mr. Stants referred to a manpower stvdy
made by the Department of Labor and then had this to say about the
findings contained in that study:
The implications of these findings are clear. As we move ahead In the 1060's,
workers 45 years of age and over will have to handle a larger share of the Nation's important Jobs because workers in the 25- to 44-year range will be in short
supply. Employers will need to plan for making more effective use of older
men and women. We cannot afford to lose the services of these valuable workers
by setting arbitrary age limits for hiring or retiring.
TLe effect of S. 188 would be to completely "disregard the implications of this
study. By making it possible for employees to retire as early as age 48, we
would in effect be encouraging their withdrawal from the labor force at a time
when their services were most urgently needed by the Nation's economy. If we
arc to maintain a dynamic and growing economy necessary to meet our commitments at home and abroad, we simply cannot afford to dissipate our available
manpower by deliberately encouraging an increase in the nonworking population.
On the contrary, we should do everything we can to encourage competent people
to remain in the labor force as long as their physical and mental capacities
permit.

As I have already indicated, we think that these arguments advanced by At-. Staats are eminently sound and that they apply with
at least equal force in the case of male workers covered by social security. We trust thbt your committee will agree.
In saying this, we are completely idf of the fact that last year
your committee voted to amend the then pending social security bill,
H.R. 12580, to lower the retirement age for men to 62, although this
amendment was deleted from the bill as finally enacted. We are also
mindful of the fact that only 4 years before-in 1956--your committee
had opposed reducing the retirement age even for women (other than
widows) and had then expressed tlie conviction that areduction in the age for men would be even more undesirable than a reduction
in the age for women. (See S. Rep. 2133, 84th Cong., 2d sess., p. 15.)

Needless to say, we hope tliat your committee will revert to the line
of thinking that you evidenced in 1956 and vote against any reduction
in the retirement agefor men.
5. Proposedincrease in widAw's benefit
We also question the wisdom of increasing the widow's social security benefit over that payable under present law. It seems to us that
the pending proposal to increase this benefit to 821/ percent of the
deceased hus anT's own primary benefit is purely arbitrary and represents a step in the direction of ultimately increasing the widow's
benefit to 100 percent of the deceased husband's primary benefit.
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Moreover, under the proposed increase many widows who had never
been in the labor market at all would receive benefits in excess of those
received by retired women workers who had paid substantial taxes
into the program. This could easily lead to strong protests of "discrimination' on the part of such women workers and to demands that
their own benefits be increased. And it requires no serious stretch of
the imagination to foresee that if such demands were made, unmarried retired male workers would promptly insist upon like treatment.
In surnmary, therefore, it appears to us that the proposed increase
in the widow's benefit might well set in motion a chain of events that
could easily disrupt the entire social security benefit structure and
add greatly to the cost of the program.
In closing, I should like to express my appreciation for having been
permitted to appear before your committee to express the foregoing
views. I sincerely hope that you will find these views helpful in your
appraisal of H.R. 6027.
The CI6p.nMAw. Thank you very much, Mr. Adams.

Any further questions?
Senator HARTKE. Yes, Mr. Chairman.
The CHAIRMAN. Senator Hartke.

Senator HArium. In other words, when you summarize the arguments of Mr. Staats in regard to the retirement of Federal employeesMr. ADAMS. Yes, sir.
Senator HARTKE. You are familiar with what I am talking about?
Mr. ADAMS. Yes, sir.
Senator HARTKE. There is quite a bit of difference, is there not
about talking about people retiring between the age of 48 and 60 and
the retirement of a person, the possible option retirement age, at 62
of a man?
Mr. ADAMs. Because of the qualification by 30 years' service
Senator HAirrKE. Yes.
Mr. ADAMS (continuing). Giving the possibilitySenator HARTKE. But the comparison you are drawing there is

about permitting retirement between the ages of 48 and 60.
Mr. ADAMS. No. We feel there is a conflict between what one
department is saying and what we are considering here.
Ser Ator HAwRTu. What I am trying to reconcile is that conflict in
your mind; that is, let me come on back then.
Mr. ADAMS. Yes, sir.
Senator HARTKE. In your quotes from the Department of Labor
at that time you quote that the Director of the Budget, or Mr. Staats,
the Deputy Director of the Budget, said:
We cannot endorse the premise that experienced, capable employees in the
age range of 48 to 60 should be encouraged to leave the Nation's work force
when we need their work product.

But there is no provision in this social security legislation which
deals with either optional or full retirement benefits at the range between 48 and 60.
Mr.ADAMS. I believe we tried to talk about the need for skilled

labor and the fact there that provisions such as Mr. Staats seems to

criticize would be against public interest.
Senator ILArHE. Yes. He is talking about the possible retirement

of the people at the age of 48.
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Mr. Amnus. Right.
Senator HArxz. And up to the age of 60.
Mr. ADAMS. Well, probably 48 is the earlieSenator HAurrp,. That is right, under the 30-year retirement. But
there is a lot of difference, you would admit, between a man retiring at
the age of, say, 48 and a man retiring
at the age of 62.
Mr. ADAMS. There certainly is, sir.
Senator HAwri . Do you think really that there is any great incentive to a man, in anything that you say, to induce him to retire in order
to receive $22 per week maximum?
Mr. ADAMS. Could I ask you a question, Senator?
Senator UAlUwI.
Well, let me come on back, let me withdraw that,
sir. You say:
In addition, in these days when people are enjoying the benefits of ever increase

irg longevity, we feel that it would be both socially and economically undesirable

for Congress to pass a law which would tend to induce and, in many cases, force
men to terminate their productive lives at age 62.

I wonder what inducement there is for a man to retire involuntarily,
forgetting the fact that you used the word "force," what inducement
there is in a man at age 62 retiring at a maximum benefit of roughly
$22.50 a week?
Mr. ADAMS. Senator, not answering your question directly, but I
believe it was estimated when we reduced the retirement age for
women from 65 to 62, there would be a certain number of women
accepting that opportunity.
It is my recollection that the number who did elect earlier retirement
was much higher than the number anticipated. I cannot answer as to
why, but it just seemed to happen.
Senator HARTKE. I mean, admittedly, if it does, do you see.really
much that is socially or economically--what social and economic factors there would be to induce a man to retire, unless the circumstances
were such that he probably cannot continue to work under his present
circumstances and good health, at the age 62, in order to get $22.50?
Mr. ADAMS. Would that be the only reason?
Senator HARTK. What I am getting at, I just cannot conceive of

how a man is going to go and voluntarily retire to a maximum amount
of $22.50 a week, what social and economic factors are going to make
him retire at that age.
Mr. ADAMS. Sir, you asked a question. If I may cite my own personal situation, cite myself as an example, I will be 65 at the end of
August next year. I retired the first of February this year. That is
a personal choice. I do not know why they do these things, but we
feel that this is something which you should consider, that it might be
the result.
Senator HARTKE. It is hard for me to conceive of how any man is
going to voluntarily retire; in other words, we are not forcing people
to retire.
Mr. ADAMS. No, sir.
Senator HARTKE. And to that extent, at least, this statement implies
that there is an intention to force men to retire at 62; isn't that right?
Mr. ADAMS. We say that we believe it would be socially and economically undesirable to pass a law which would tend to induce, and
equally we say, would force men to terminate70287-61----4
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How could this law force them to terminate it?
Mr. ADAMS. There could be circumstances where that might apply.
I do not know to what extent. It is possible.
Senator HARTKE. All right.
I would like a little explanation of when you say in your statement
Senator HARTKE.

there in regard to the proposal to increase the minimum benefits, you
say:
It appears to us that further arbitrary Increases In the minimum benefit would
have the definite tendency to lead to the eventual breakdown of the established
relationship between wages and benefits at any level.

I was wondering if you could give us a little exposition of that.
Mr. ADAMS. If I am correct, the social security program is based on
a wage-benefit relationship, with the exception of the minimum, which
is an arbitrary figure. I do not; say that the raise from $33 to $40
would do it, but I could make, I think we could make, as good a case
for the person who could not live on $40 as the person who could not
live on $33 so that at some point, the further raising of this minimum
benefit will create a looseness which might-which could-eventually
break down the established relationship between wages and benefits at

an level.
senator HARTKR. You do not feel that the amount of $40 is excessive,
you? I certainly do not. I think we said here we have as
Mr.doAu'A~s.
much sympathy as anyone could have for people receiving the current
$33 minimum benefit. But other than for the fact that there are
people who have been retired in the past under lower wages, et cetera,
this thing is not of great importance today because, as I see it, anyone
making $66 a month would get $33 in wage related benefits, and $66
monthly wages today is a pretty low figure, is it not, sir?
Senator HAnTKp. The point that I said is that you do not really
feel that the amount of $40 a month is excessive, do you?
Mr. ADAMS. No, I do not.
Senator HARTKE. I am moving backward. You left in the middle of
the statement, so I was moving that way. In your statement on page
6, 1 think you have a correct assumption there. I just wonder what is
wrong with taking people off the public assistance rolls and providing
an opportunity for them to participate in a plan where they will make
contributions as they go through life?
Mr. ADAMS. Did we say it was wrong, sir?
Senator HARiKE. Pardon me?
Mr. ADAMS. We did not say it was wrong. We said that in connection with the emergency nature of this legislation and the need to improve incomes and to speed up recovery, and so forth, we just wondered how that would occur when you simply transferred from onie to
the other.
Senator I- .rKE. Then I take it you are really basically in sympathy
with the approach which would tend to eliminate people from the publie assistance rolls and put them under a system in which they really
made contributions as they go through life on their wage-earning
lives?

Mr. ADAMS. Not necessarily.

SOCIAL SECURITY BENEFITS

47

As I understand it, there is a double system whereby aid is provided

to 1ged people. One iq under te old-age assistance program, and the

other is under social security.
Senator HARTIE. NTeither one of us is under any misimpression.
When you give a man a dollar it has to come from some plawe, does it
not?
Mr. ADAwS. That is right.
Senator ]IARTKE. But it is a whole lot better, is it not, for a man to

follow an i,-surance-type plan than it is to just go right to the treasury
of either your township or your county, or your State government or
your Federal Government and just raid that in order to pay for these
benefits.
Mr. ADAMS. Did you say raid?
Senator LAn'rKF,. That is right.
Mr. ADAMS. You have given me a question, sir, that will take a
little--Senator HAnTKE. Just take the question as to what you hope I intended to mean. If you do not like the words I used, I am not trying
to hang on you any words.
Mr. ADAMS. Well, personally I think the basic thing is that it is
necessary that all of the indigent citizens of the United States be cared
for on some basis.
Now, how you do it is another matter. We feel, and I think I tried
to bring out here, the social security program is one which has been
subjected to a repetition of modest or apparently modest changes or increases which over 12 years have come to aggregate what we feel to be
tremendous increases. This particular piece of legislation seems to
be just another one of those little things which by tliemselves are not
too serious, but which added to the total are responsible for the figures
that show that maximum social security taxes have increased over
these years by 380 percent.
Senator HARTKE. But you say that the indigent mwst be taken care
of , isn't that right?
Mr. ADAMS. Yes, sir; in accordance with their needs.
Senator HARTKE. But you prefer to take care of them under the
old age and survivors insurance plan rather than on a social security
approach?
Mr. ADAMS. We feel that, and possibly you might agree with that,
the farther you get away from the needs test the less restraint there is
on the program.
SenatorHARTKP,. All right. Thank you. I would not agree with
that, but that is all right. That is all.
The CHAIRMAN. Tliank you very much, Senator Hartkte.
Senator Bennett?
Senator BENnETr. No questions.

The CHAIRMAN. Thank you very much, Mr. Adams.
Mr. ADAMS. Thank you, sir.

The CH1AIuAN. We are honored today to have the distinguished
Senator for West Virginia, Senator Robert C. Byrd. It is a great
pleasure to have you, Senator, and you may proceed.
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STATEMENT OF HON. ROBERT 0. BYRD, U.S. SENATOR FROM THE
STATE OF WEST VIRGINIA
Senator Bmn of West Virginia. Thank you, Mr. Chairman and
members of the committee.
I am grateful for this opportunity to appear before your committee
in behalf of H.R. 6027. I am specifically interested in the provision
beginning on page 2 of the bill, to allow men to receive reduced
benefits at age 62.
When I first came to Congress in 1953, I introduced a bill in February of that year to permit men and women to retire, on a voluntary
basis, at age O60. I reintroduced this proposal in subsequent years during my service in the House of Representatives. I came to realize,
however, that the time has not yet arrived when we might expect to see
voluntary retirement permitted at ago 60. Consequently, last year I
decided to modify my proposal, believing that a half loaf is better
than no loaf at all. Accordingly, when H.R. 12580, the omnibus social
security bill, reached the Senate last year, I submitted an amendment
to allow voluntary retirement for men at age 62 with actuarially reduced benefits. I succeeded in getting 18 other Senators to cosponsor
my amendment, and I appeared before your distinguished committee
in behalf of the amendment. Senator Kerr and Senator Hartke and
others on your committee were as interested as I in the amendment,
and the Senate Finance Committee adopted it. The Senate later approved the measure, but, regrettably, the amendment was deleted in
the joint Senate-House cnoference action.
I reintroduced my proposal to permit men to retire at age 62 shortly
after we convened in January of this year and I might say, parenthetically, at this point, that Senator Douglas, the distinguished Senator from Illinois, who sits on your committee, also introduced a measure to permit men to voluntarily retire.
Senator DouGLAs. Let me say that the credit for pursuing this matter belongs almost entirely to Senator Byrd of West Virgiiia. I was
not trying to hijack this measure, but I had forgotten temporarily
that he had been sponsoring this in previous years, and I hope it will
be his measure and not mine.
Senator BYRD of West Virginia. I thank the Senator. I think I
was also responsible for inclusion in the Douglas Committee Report to
the President of the recommendation that legislation be enacted to
permit such retirement at age 62.
Senator DOUGLAS. That is correct.
Senator BYRD of West Virginia. The President later announced his
support, and we now have the opportunity to favorably act upon the
proposal and make it become a reality.
An estimated 560 000 people can be expected to get benefits under
the amendment during the first 12 months of operation. Taking into
account the increase in the minimum benefit also recommended at this
time, the additional benefits that would be paid out during the first 12
months, to men claiming benefits before age 65, would be $440 million.
There would be no level-premium cost for this proposal.
Under this proposal, a man who decides to apply on his 62d birthday can draw social security benefits equal to 80 percent of the amount
he would receive were he to wait until lie reached his 65th birthday.
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He would have the option of receiving a proportionate increase-fiveninths of 1 percent--for each month he delays retirement after age 62.
For example, a man entitled to a benefit of $100 per month at age 65,
would receive $80 a month if he chose to retire at age 62, under my
amendment. If he decides to wait until he is 63 to apply, the benefit
he would receive for life would be increased to $86.67 monthly. If
he applied at age 64, his monthly benefit would be $93.34.
It is my understanding, Mr. Chairman, that the provisions which
were adopted into law with respect to reduced benefits for women have
occasioned no administrative difficulties. In the light of the experience gained from the years in which the lowered eligibility age for
women has been in effect, I think one could be confident that the adoption of the proposal would prove to be similarly beneficial and advisable. In other words, the 1956 amendmefit has worked out all right
in the case of women, and it should prove to be the same for men. At
the time the 1956 amendment was adopted, there was some skepticism
about how well it would work. It was charged that the lower retirement age would encourage employers to lower the compulsory retirement age for women empoc . Opponents maintained that it would
discourage the continued employment of older women workers whose
potential work life would thus be shortened. Experience, however,
has failed to bear out these skeptical fears and the average agpe of retirement for women has not been lowered by the reduced annuity.
I realize that there is some question as to whether it is desirable
policy for the Government to encourage early retirement when the
science of geriatrics is lengthening the lifespan of men. Yet, it is my
understanding that only about half of the women eligible for retirement at age 62 elected to retire when the 1956 amendment was adopted.
I think we can properly assume that not so great a percentage of men
would elect to retire at 62. Many of tie women who took benefits in
1956, had been working during the war years and had not been working immediately before the adoption of Senator Kerr's amendment.
Most men will continue to work until age 65, or somewhat thereafter,
ts long as they are physically able or as long as there is employment.
Moreover, Mr. Chairman, automation is here to stay and it constitutes
i growing problem with which our society is going to have to deal
more and more in terms of unemployment. A recent study of autoMation prepared by the National Planning Association points out
-that, according to Census Bureau estimates, the average annual increase in the labor force is presently 700,000 to 800,000 and that, by
the year 1965, it will reach the figure of I million or more. It is necessary then that we find new job opportunities for these younger workers who are annually entering the workfore,
Additionally, the problem of changing markets poses itself in the
question of whether or not th needed job opportunities will appear
at the right place and at the right time. The rate of increase in
employment in some of the industries now being automatized does
not begin to match the increase in productivity made possible by new
processes. For instance, in th cheinical indtistry, productivity rose
53 percent betwe-n 1947 and 1954, but employment rose oly 11 percent. In oil refining, output increased 22 percent since 1947, but
total employment fell by 10,000. Automation' has made itself felt
in the mining areas of my State. Whereas only a few years ago
135,000 miners were employed in West Virginia, today less than 40,-
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000 are employed.

A ontinuous mining machine operated by six

workers will load the coal originally requiring the time and labor of
40 men. The problem is not peculiar to West Virginia. The textile
and shoe workers in the New England Statns have experienced the
same sudden shift in an employment pattern which had existed for
over 100 years. Further changes will create catastrophic dislocations
of workers.
Mfr. Chairman, there are approximately 1.7 million men who potentially would be eligible to retire at age 62 immediately if this bill is
enacted as written. They would not be forced to retire. The choice
would be an optional one, and it would be up to the individual. There
are many-in fact, a majority, I would assume-of these men who
would prefer to continue to work. Yet. on the other hand, there are
some who would want to retire and who should retire. There are
many individuals who are not physically able to continue working
after they reach the age of 62; yet they are not disabled to the extent
that they can qualify for disability benefits. This bill would permit
these individuals to retire and make room for younger workers.
Mr. Chairman, this provision in the bill is of great importance to
that relatively small number of men who, because of ill health, unemployment, underemployment, or other personal reasons, find it impossible or ill advised to continue working until they attain the age
of 65.
It is of importance to the thousands of unemployed coal miners
and railway workers in my State many of whom have passed the age
of 62, who are unable to find employment and who, in many instances,
are physically incapable of working in the mines or on thie railroads
if jobs could be had. These individuals could elect, if they so chose,
to retire, and by the provisions of this bill they and their families could
have security whereas, under present law, they must wait until they
are 65 years of age to receive benefits. This bill, then, will. mean a
check instead of a handout, security instead of insecurity, and hope
instead of despair for individuals in these circumstances. I hope that
the committee will favorably report this bill and that it will leave
intact section 102 which provides for a lowering of the retirement age
for men.

The

CHAIRMAN.

Thank you very much, Senator Byrd.

Any questions?
Senator Bmu of West Virginia. Thank you Nfr Chairman.
The CHAIRMAN.N. Thank you very much, sir. We are always pleased
to have you, sir.
Senator BYRD of West Virginia. Thank you.
The CHAIRMAN. There is one more witness, but the members of the
Senate must be on the Senate floor promptly at 12 o'clock in order
to go over to the House to hear the President, and I assume we have
not adequate time.
Mr. Williamson, how much time will you take?
Mr. WnLTAMsoN. I was given 10 minutes.
The CHAIRMAN. You will have to hold yourself to 10 minutes because we have to be over there at 12 o'clock.
Mr. WmLIAMsoN. Yes, sir.
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STATEMENT OF W. RULON WILLIAMSON, WASHINGTON, D.C.
Mr. WILLIA31SON. I am speaking in opposition to the added tax
on benefits of the program.
I am more interested in the growing dependence of the American
people, but still vitally concerned with costs of what we have to do.
I wrote the latter part of this entitled "The American Declaration
of Dependence" before securing House Report No. 216, and I have
added two more pages, putting in material following the presentation
in these two reports, 216, and the executive hearings which were extremely valuable.
Over the years I have accumulated working, sheets as to the financial progress of income and outgo for OASI. Before this committee
in 1956, I presented a graph showing the gradual rise in tax income
year by year and of the benefits and administrative costs until 1950
when the rise became steeper. I had an estimate for 1956, which was
rather off at the end of the year.
The biennial changes from 1950 onward cAnnot individually be
traced afterward to compare the specific effect; of each change, any
more than one can follow the water particles from each tributary in
the bigger river. But on page 5 and page 6 1 have summed up the
OASI picture as to costs, feeling that this is probably one of the difficult things in the discussion of these benefits, and I am limiting myself to history in this section aind not forecasting. Twenty-four
years of OASI, the system as a whole, these 24 years, begin in 1937,
and carry through into 1960.
I am dividing these years into five periods, the first of 4 years,
then the four periods of 5 years each ; total taxes are there from the
three sources, individual employees, individuals self-employed, and
employers.
The total taxes from these three types and the ratio of growth in
the trust fund for the period to those taxpayrnents reported in the
period showed this sequence:
In that first period of 4 years, the taxes were $2 billion and the
trust fund growth was 100 percent of that $2 billion.
In the next 5 years the taxes collected were $5.6 billion; the trust
fund growth was 90 percent of that $5.6 billion.
In the next period taxes were $8.9 billion, and the growth in the
trust fund was 75 percent of those taxes.
In the fourth, the taxes colected were $22 billion, with the ratio
to trust fund growth to the taxes being 34 percent of what occurred.
The last period, 1956 through 1960, taxes collected were $40 billion and there was a decrease of 3 percent of that amount in the trust
funA.
Now, that first single year of 1937 showed taxes of $500 million,
benefits of $1 million.
The 14th year, 1950, showed taxes of $2.7 billion, benefits of $1
billion.
The 24th year, 1960, showed taxes of about $11' billion, benefits of
$11 billion.
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After the early yeais the administrative costs have been added to
the benefits and included in these figures.
In those 21 years the income from taxes has risen 22-fold, the
benefits and administrative costs charged against the trust fund
11 000-fold.
lhe Department of Health, Education, and Welfare expresses little
regret at this sequence, and at the deepening dependence of the citizens upon the national bureaucracy.
A large percentage of the taxes was transferred to the trust fund
when the taxes were small, and it is to be noted that each period's
taxes exceed the tax collection of all previous periods. It is then
serious when, in the last period, of more than half of all the taxes
collected there occurs a loss in the trust fund.
On the benefits and administrative costs side, the growth is elevenfold in the last 10 years, an average of $1 billion a year or the 10-year
increase has been a thousand percent. Now, that is the system as a
whole.
For the individuals with 24 years of individual tax situations, the
average personal OASI tax in 1937 and for 3 years afterward was
around $9 a year.
By 1960 the average individual tax has reached $80, if we only
averaged the burden among those paying taxes that year.
If we spread it among all those who are covered, who have a record of some taxpavment under OASI in the past, the average would
be nearer $60, but even then an increase to more than six times the
early taxpayment. The trend has been up.
It would have been still more up had the recommendations of
the staff servicing the Committee on Economic Security not been
doubled for the starting rate at the insistence of Secretary Morganthau of the Treasury who demanded a self-supporting or self-sufficient system free of subsidy from the general revenues of the National
Government.
As against these averages that recognize the low salaries taxed at
the start, and the surprisingly low averages still showing up in the
reports, quotations coustomarily made by the Social Security Administration are for the top salaries, persons paying top tax in each
year.
In 1937, the top salary taxed was $3,000, but the average was only
$900.
Working back in recent years from the awards to those qualifying
for monthly benefits, and using the conversion table in the most
recent act, the top salary or wage taxed is $4,800, but the average
awards seems based on about $2,100, yet so solicitous has the law
become not to follow the wage taxed but to apply considerable
padding, that I suspect the average wage tax for primary awards
1937 through 1960, might be as low as $1,500, since there has been
a great deal of completely untaxed time for the new categories that
have been brought in as ;ell as for the intermittent employment due
to war service and the like.
I suspect that the average tax is held down pretty much by the
realism of the small wages which were taxed in those early years.
A top tax man might have started with $30 in 1937 as a taxpayment,
and along in his later years become self-employed, and under a 41,*-
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percent tax rate, in 1960, have paid $198 or again six times his st:arting tax.
Against the present rates, tax rate is scheduled to increase by more
than 50 percent in the next 8 years. I should state that this is old
ago and survivors, but leaving out the disability part of the tax.
There has been a good deal of discussion on how much people have
I I got very much interpaid for their benefits as time goes on,
ested last year, and at the re(ues of my actuarial friends put through
an anlysis of some 71/2 lin lion people who were on the primary
award record at the end of 1959. They had been retiring from 1940
onward, making up a good many separate cohorts, and it was a rather
fussy job, an d. cannot do the-o things exactly. The Social Security
Administration has been pretty busy so as to keep them from developing the statistical background for detailed things of this sort, but so
far as I could work it through, it looks as though those 71/g million
people had paid about $3 billion in taxes, and that they, their wives,
their widows, the minor children who draw some benefits, and aged
parents and death benefits, might draw as much as $120 billion of
benefits from the time of the award up to the time of the study, and
then carrying on for the rest of their benefit period, $120 billion of
benefits, $3 billion of taxes, or $40 benefit per dollar put in.
So that in a sense that would be a philanthropic aid to the person
from somebody else of 971/ cents, and 21/ cents of his own money
back.
But even that is a little in question because since we have now
about a quarter of what we have put in in the trust fund, perhaps
three-fourths of the man's money has gone for other people, and he
only ought to claim a quarter of that money for himself.
I have put down, on the back of this report here, a statement made
by Senator Curtis back in 1949 for the actuarial forecasts of what
costs were going to be in the future. This is not any particular past
law. This was in the course of considering amendments very much
like the law that went through in 1950.
Then in 10 years it was expected that we would be paying out
about $4 billion even if we universalized the program; in 50 years
we w6uld be paying out about $12 billion, and the fact is that in the
10 years we have dcne a 50-year progress.
The CHAIRMAN. Mr. Williamson, I am very distressed to interrupt
you; it is now 11:55 and we must leave immediately to hear the President in joint session. Your prepared statement will be placed in the
record following your oral remarks.
Mr. WILUBMSON. Thank you.
(The prepared statement of Mr. Williamson follows:)
STATEMENT BY

W. RuLox WILUAMsON, RIESEAROJI

ACTUARY, WASHINGTON,

D.C.

I am appearing today to speak against the 1961 social security amendments.
The following characteristics mark that system and thekie am mdments thereto:
(1) It places security above freedom.
(2) It continues to avoid reaching a compelling philosophy.
(3) It strengthens the chains upon the individual.
(4) In following Marx and Keynes, it breaks with our tradition of a Federal
republic of "checks and balances" by substituting bigger Treasury checks and
bigger national debt-admitted and unadmitted.
(5) In its stated concepts of insurance and actuarial soundness, it largely
ignores recognition of the invention that is level premium individual life insur-
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ance, through which men can Individually meet certain responsibilities for their
families, involving the annual chances of life and death.
(6) It is on the side of inflation in monetizing the debt we bequeath our children, thus debasing our currency, and triggering the demands for still more
security.
(7) It now moves from the biennial benefit-boosts into double-quick annual
boosts, as in the quickened rhythm of the galley-slaves in the recent Ben Hur
movie.
(8) It avoids, specifically, the answers to the query: "After all, wbo does foot
the bills, when, how much, for what and whom, and why?" Can all get a
bargain?
(9) It postpones shifting away from the alien idea of expecting Government
to be the major and prior provider of personal benefits in the fields of saving,
investment, insurance and philanthropy?
(10) It continues to ignore many oft-stated objections to the social security
program.
1961 Waye and Means Committee report.-I prepared "The American Declaration of Dependence" for this committee before I secured the two reports of the
Committee on Ways and Means, Report No. 216 on H.R. 6027, and the publication
of the closed executive hearings on H.R. 4571, which together record the familiar
pattern of starting with larger demands and compromising on a middle course.
Somewhere in these two reports-these most informative reports---are recorded
most of my 10 points above. I do not know which straw It will be that breaks
the camel's back, but on page 5 of my appended statement I note the growth of
the tax load resulting from the wearing out of selection and from the periodic
amendments. It is surely a pronounced public service that gives us "the thinking
out loud" of those hearings and public Report No. 216, reflecting the compulsion
to act, in spite of the 10 points listed.
Social budgcting.-When, during the great depression I was trying to rationalize the National Government's function in the social security field, I saw it
as a supplementary bailing out along the line later adopted by the Canadian
Government in its grant of $40 a month to each citizen at age 70 and above. I
called that method social budgeting. The priorities, in my mind, ran: first,
self-provision by personal budgeting; second, fringe benefits from employers and
union activity; third and last, Government. In Benjamin Franklin's "We have
given you a republic, if you can keep it," we had the chance to be a chosen people.
Actuary Peterson's two papers on "Misconceptions" and "The Coming Din of
Inequity," Frank Dickinson's fraternal-assessmentism approach, Actuary Griffin's
"You push the button today that rings a bell 20 years hence," the Canadian discussions on po-table pensions, the many-sided emphasis upon later, not earlier,
pensions, agewise, all of these are illustrative of a renewal of grassroots thinking, to some extent reflected in the official reports, largely ignored. Senator Carl
Curtis' attached speech before the House in 1949 shows the same vigor of inquiry
as to social budgeting as do the men just mentioned.
Costs and projection.-On page 9 of Senator Carl Curtis' 1949 speech are
quotations of actuarial forecasts of the time, carried forward for 10, 20, 30, 40
and 50 years from 1949. They include a pending program and universalization
thereof. Here we find $4 billion costs for 10 years off,,and $12 or $13 billion
50 years thereafter. The 1949 contemplation of costs left out, we are told, the
costs of potential changes. Today's $12 billion seems to anticipate the 1999
status about 40 years ahead of time. Today's modest addition of one-fourth of
1 percent to the 5.5 percent OASI tax increases the tax rate but 4 percent. Yet,
repeated yearly for each new emergency a 4 pei cent progress can pile up. In
40 years it could be a fivefold growth. It exceeds the rate of annual population
growth, called the population explosion. On page 21 of Report No. 210, Mr.
Myers has set down the figure $32 billion for the year 2000. Sticking to the
triple growth of 12 years for the 39 years that lie ahead as from amendments
of liberalization, that figure would be $96 billion.
Tran8sferring benefits from public assistance to OAS.-Since OASI has been
a blend (Peterion says so bland a blend as to blind us to blunders), rebend, Uf
self-support and relief, there has been much interest in the age part ss to how
much the aged primary retired and their dependent families might get. in benefits, compared with the taxes paid in on them. My study at the end of 1959 on
7% million primaries on the rolls show potential benefits as 40 times the potential
tax payments. That would indicate 21/ percent self-support and 97
percent
outside philanthropy. Perhaps the figure at the end of 1960 for the larger group
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would be nearer 3 percent and 97 percent This allows all personal tax payment
to be directed to the individual's benefits. With a trust fund of but one-fourth
of the taxes paid, one could say that but one-fourth of the tax was for himself
and three-fourths for others, with his self-provision but 1 percent of benefits.
The personal account and the rationale of the whole finance are yet to be thoroughly explored. Figures cannot be precise, and assumptions offer great variety
to the student.
In the two official reports, no one seems to have said "He paid for It." On
the other hand there is considerable stress on transferrng benefits from Public
Assistance to OASI. The presence of need is stressed, but meeting need by
formula instead of specifically to deal with destitution is said to cultivate dignity and pride in the recipient by using the words "social security" or "insurance." We have the assistances in operation. To use them to meet established
need seems much more straight forward than to follow the blunderbuss method
of providing enough for need for the most needy and three or four times that
much for the relatively opulent. The changes of A, B, C and D seem artificial
and expensive, complicating, rather than clarifying our already confused thinkIng. I am sure also that relief is more soundly administered locally and that
the recommendations to substitute formula for meeting need is more bureaucratic than strategic. The speed of getting under action under I almost suggests
that given time, reason might win out. The G of raised contribution starting
in 1962, but with benefits starting in 1961, would seem apt to pay out more
than the available income in 1961. It seems to minister to the buy now, pay
later, dogma.
Unde8irability of H.R. 6027.--Altogether, the changes seem to me to involve
indeterminate assessment of the response from the citizens to the revelation of
more available windfalls. Also, the larger dose of thinly veiled increased depondence outweighs any possible gain from pump priming, dubious at best.
There is little evidence that It worked much recovery in the great depression,
to which today's onset of consumer prudence shows little relation. The official
reports also point to the nonwisdom of warping long-range programs for shortrange objectives. The skeleton of dry bones here presented from my statement
is given more flesh in the full report, which strongly recommends looking at the
full load of straw, as well as this last straw to be added to the pile.

THE AMERIMAN DzCLAR&TION OF DEPENDENCE

(By W. Rulon Williamson)
SOCIAL SECURITY'S OASI

Like the !ceberg, most of the weight and mass of social security Is out of
sight. For 24 years, the old age and survivors insurance portion of social
security has been visible and periodically reported.' It' is with that visible
portion I am herein concerned, as evidence of the out-of-sight portion's
characteristics.
But first there is some background to examine. And I am solving no problems--just sharing ,with you some of the results of applying to the chill of the
ieberg the arithmetic which has well served me in my profession.
April saw the end of the yearly financial review for Income-tax purposes and
the end of Lent's spiritual appraisal. Winkler's "Man-the Bridge Between Two
Worlds" examints the material and the spiritual worlds.
An actuary, I also have stood between two worlds in my professional life.
The first world is that of the individual and the family, served by Individual
life insurance--ordinary and industrial. In that world of the individual, man
has risen from feudalism or serfdom to the responsibilities of freedom--or from
status to contract. The second world is that of all society, where man seems
dependent upon government-from the tribe to the statpe duces the individual's importance and magniIt is the second wnrl! -64c'
.f! the importance of society. Control moves progressively further from the
man himself, first to the local community, then to the sovereign state, then to
the centralized national Government considering this Nation.
It was the first world of responsible men, men of widely varied qualities and
responsibilities, which was envisioned in our 1776 Declaration of Independence.
Our Federal Government minimized the domination of a strongly centralized
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national Government, with a mushrooming bureaucracy. It tried to keep close
to the citizens in its responsible local government.
It was in the second world-that, as Roscoe Pound said, comparing it with
the mint julep habit, "they creeps up on you"-''They" being successive doses
of dependence. In this second world security can come to mean more than
freedom.
The Old Testament Amos said that he was neither a prophet, nor the son of
a prophet. ie did not pretend to read the future. But centuries before the
Christian era, he had a tremendous insight into its dominant values. Thanks
to the Invention of movable type and mort recent methods of duplication, we
have at our fingertips impressive historical records of such as Amos and of
other national developments. I am touching lightly on Greece, Rome, Germany,
igland.
Oreccc.-1Edlth Hamilton tells us that the .ncient Greeks discovered
and
loved freedoin. Then they grew to prefer security. Then they lost both.
R1one.-Gibbons "Decline and Fall of the Roman Empire" has Jong been a
household word. A Wall Street Journal book review on April 4 of this year
on the Ctdiaun Hardy's "Why Rome Fell" raid "The welfare state had become
a despotism." The reviewer added "Ever higher taxes, and ever-Increasing
bureaucracy, the growth of an omnipotent state, the paralysis of local Initiative, a growing reliance on a central authority that started with some features of a welfare state and ended in full-fledged totalitarianism-such waH the
unhappy story."
. 0ermatiy.-In the 1880's Bismarck, the Iron Chancellor, established "State
Socialism" to fight "Marxist Socialism." He called one aspect social insurance.
It covered, item by item, health insurance-both cash income and medical care-workmen's compensation, old age and invalidity benefits, unemployment insurance, and so on. Looking back on the pattern, the Austrian economist, Friedrich Hayek, now at the University of Chicago, called the system "the road to
serfdom." The German citizen seemed to have moved from a hard-won personal independence back to dependence upon the state. He gave too ready
compliance to mear-totalitarian orders.
England.-Under Queen Elizabeth the existing parish administration of relief
was nationally codified into the "Elizabethan Poor Law" 350 years ago. Following the Napoleonic wars, the system seemed too much emphasizing serving the
paupers to the detriment of the whole community. Curbing of a "runaway welfare state" was accomplished by a law of 1834. It was followed by a rebirth
of self-reliance and the great years of Britain's economy. Men said they would
rather die than enter the workhouse.
Fifty years ago, lured on by the German example, which had yet "to come a
cropper," the Fabian Socialists, the Christian Socialists, the straightforward
Marxian Socialists and "labor" pooled their criticisms of British capitalism.
The minority repoi t of the 1905-09 Royal Commission on the Poor Laws was
written by noncommissioner Sidney Webb for his commissioner wife Beatrice,
and, pirated by the Webbs, was printed before the majority report-so thoroughly planned it took a full 3 years to complete. Welfare legislation started without waiting for the full report. Beatrice Webb "had little arithmetic," but her
husband had a photographic mind and a facile pen. They also were the driving
force behind the founding of the London School of Economics, later got Beverdige to head it, and were indirectly responsible for Keynesian economics.
During World War II the famous Beveridge report demanded "cradle-to-grave"
state direction of the individual, to combat "the five giants--Want, Disease,
Ignorance, Squalor, Idleness." Beveridge said It was "a time for revolution,
for new orientation, for cooperation in developing a 'national minimum' " (which
we called "a floor of protection"). The Fabian dogma of "the inevitability" of
gradualness had bored in effectively to make the temporary crisis the springboard for permanent socialist advance. I call it the method of "inserting the
camel's head under the tent-flap." Coordinate with such "welfare growth" are
evidences of "decline in British leadership."
Welfare-USA.-Harry Laidler, prime mover of the League for Industrial
Democracy, is now busy writing its history. When I was in college, he was
helping to organize its predecessor, "The Intercollegiate Socialist Society."
Visiting the British Fabians at the time the Webbs were talking of "Industrial
Democracy," Laidler must have been impressed into copying the term for his
Intercollegiate Socialist Society. Among the impressive list of members have
been Norman Thomas, Walter Reuther, Senator Paul Douglas. Abe Epstein,
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who seems to have coined the phrase "social security," wrote much for the
league, and effectively lobbied for State public assistance in State legklatures.
Rubinow gave a course in social insurance about 1916 and was the first president
of our Casualty Actuarial Society before we entered World War I. These three
men, Jaidler, Epstein, RUbinow did much to condition the United States to the
acceptance or social security before the New Deal. The 1934 Cabinet Committee
on Economic Security apparently thought it wise not to bring in those people
who frankly called themselves Socialists, though emissaries were sent to interview Rubinow and Epstein. After the social security law had been passed,
Epstein called it "the social Insecurity law," and was taken on as a consultant
by the Social Security Board.
I must have seemed safer-trained In a stock multiple-line company. I was
added to the staff servicing the committee in October 1034-some 3 months before the completion of the committee's report.
Two other important forces in the formulation of our law were the International Labour Organization of Geneva and the Social Science Committee work
of the Rockefeller Foundation. There were many other elements. Altogether
their "fast work" created many strains more and more in evidence with the passage of time.
"NORTHI AMERICA IS DIFFERENT "
Greece was a set of clty-state democracies.
Rome was a far-flung republic, turning into empire.
Germany was a monarchy, tinged with absolutism.
England was a limited empire, once "ruling the waves."
The United States of America was something unique in the world's history.
Here had appeared a Federal Republic of sovereign States, designed with checks
and balances and a separation of powers. Only those functions clearly assigned
to the National Government were to be taken away from the St;tte& The FoundIng Fathers had been living amid history, and sensed history in the making here
in North America.
As this Committee on Economic Security debated, insurahee was a State responsibility, and not a national one. Relief was a local, rather than ftNational
or a State responsibility. However, the State programs sponsored by Epstein
and others had created State plans of mother'S pensions, old age assistance, aid
to the needy blind. The poorhouses had mainly remained town or county homes,
for the slender proportion of economic, casualties in our Republic of opportunity.'
Most persons expected to maintain personal or family solidarity, and most
philanthropy was nongovernmental. Sb far as weeould find out in the early thirties, bit 1 percent of those -over 65 were in the poorhouses.
Among the inventions of modern life,.used by Americans was life nsuranp.
Its basic development had been British. From the parish records of Breslau in
Silesia and the "L ndfon bills of mortality" Halley (the colnet man) had evolved
the first life table. The, Amicable Insurance (and Annuity) outfit had been
organized in 1705. The Old Equitable of London, recognized as the first truly
scientific life company still in existence, was founded In 1762, two centuries ago.
1776 was not only the date of our Declaration pf Independence and the date of
Adam Smith's "Wealth of Nations," but also the date of the first actuarial
investigation of the Old, Equitable, and of the first declaration of life insurance
dividends.
Life Insurance has enabled men to face the rmeting of life Insurance premniums-level throughout the premium-paying period-for annual chances of dying,
now running as low as W per 1,000 lives exposed and as high as 500 per 1,000
lives exposed at ages 10 and 110 respectively. One can equate the present value,
of premiums to be paid by the insured: withthe present value of benefits liable,
to be paid by the company to the insured, and call the situation equity. Premiums can either be payable over the whole period of life, or condensed into the
likely period of effective earnings to age 60, 65, 70, or 75. Life insurance is one
of the many thrift facilities open to the would-be .e..-uffilet c.ti-en.
One year term insurance where the premium rises slowly till about age 50, and
then much faster to the last age of life, may look satisfactory to the young man,
but a very different thing to a man of my age, where the yearly increase is obviously inconvenient. The ordinary life or limited payment life is more comfortable to live with when income shrinks.
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Death benefits are but one side of the insurance structure dealing with life
contingencies. The other side is Illustrated by the annuity payable to the annuitant so long as he may survive, paid for by successive annual premiums or
by a single premium. A graph wll emphasize survival from age 0 to about 110.
It shows that the chap of 20 might have 7 chances out of 10 of still being alive
at age 65, and 3 chances out of 10 dying before age 65. Tile graph also indicates
the structure of a stationary population, were deaths exactly balancing births
year after year for over a century.
While the level iremniumn for life Insurance can be mainly of the nature of
savings, the annual premium for a deferred annuity-a straight annuityseems all savings, until the annuity payments begin. Even at a low rate of
interest, the single premium for an Inimediate annuity at age 65 will be double
the sum of the annual premiums starting ot age 20, and payable for 45 years.
Advance provision makes interest work for one. Delayed payment adds noticeably to cost met in arrears.
The intent in both level-premium life insurance and level-premium life annuities is to have all the premium payments made to the company before the company begins to pay benefits, to the beneficiaries of the insured, or to the surviving
annuitant.
oun fvitAL SEcURIT1Y P ,RAM .
I have sketched in this background for a number of reasons:
Because it is so rarely covered in social insurance discussion.
Because In 1901 the life-and-death program' of old-age and survivors insurance
(OASI) has come to take the name of the whole "welfare fleet"-social security.
Social security in the United States already includes benefits at death, In old
age, invalidity, some medical costs, unemployment compensation. It could include children's allowances, marriage portions, more costs of medical care, and
so (in.
Because OASI Is called insurance, because It is quoted as "tried and tested,"
proved by a quarter-century of operation,
Because It has actually run 24 full years (3 when called old-age benefits) of
tax coll-ction and benefit payment.
Because it started by denying monthly age benefits for 5 years, the very purpose of its founding, and warped the financial picture from the start.
Because clean-cut rationalization of OASI is mighty rare--and long overduebut with the necessity of knowing the system growing steadily as history writes
Itself into increasing complexity.
Because while all life insurance company benefits-payments last year ran but
$8 billion, while those of the. monopolistic Government competitor topped $11
billion there is no "tapering off of the Robin Hood's activities."
Because today 60 percent of the Qver-age-65 population of the United States
seem to be drawing OASI age benefits-primary, wives, widows, parents, with
the age benefits also including dependent minor children of retired men-these
88 percent of OASI benefit load, with 12-percent benefits following early death,
before age awards granted.
Because the boasted aim is to widen and deepen the hold already secured,
with continual increase In the taxes.
Because the insurance quoted by the protagonists of more and more OASI
seems to me to be "the insurance nobody knows."
TWENTY-TOUR

-EARS OF OAPI-THE SYSTEM AS

M WHOLE

These 24 years begin with 1987 and carry through 1960. I am dividing those
years into five periods, the first of 4 years (3 of old-age benefits, then the start of
monthly benefits under the 1939 amendments) then four periods of 5 years each.
The total taxes are from three sources, Individual employees, individuals seliemployed, employers. The total taxes from these thrce types, and the ratio
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of growth in the trust fund to those tax-payments reported in each period show
the following sequence:
OASJ financial pilgria'8 .rogress
Period
Years

Number

Ratio of
OA8I taxes trust fund
(billions) OA
growth
to
SI tnxes,
percent

1............ 1937-40 ----------------------------------------------------------1941-45 ----------------------------------------------------------2 - ----------3 .....-....... 1946-5 ---------------------------------------------------------------------------------------------------------4 ............ 1951

a............

o

.----------------------------------------------------

$2.0
6 .6
8.9
22.0

40.0

100
90
76
34

-3

That first single year, 1937, showed taxes of $500 million, benefits of $1 million;
the 14th year, 1950, showed taxes of $2,671 million, benefits of $1 billion; the 24th
year, 1960, showed taxes of $10,866 million, benefits of $11 billion. After the
costs were added to benefits, and Including above.
early
years,
In 24
yearsadministrative
the income from
taxes has risen 22-fold, the benefits and administrative costs charged against the trust fund 11,000-fold. The Department of
Health, Education, and Welfare expresses no regret at this sequence, and the
deepening dependence of the citizens upon the national bureaucracy. A large
percentage of the taxes were transferred to the trust fund when the taxes were
small. It Is to be noted that each period's taxes exceed the tax collection of
all previous periods. It Is therefore serious when in the last period of more
than half of all taxes collected, there occurs a loss In the trust fund.
On the benefits and administrative costs side, the growth Is 11-fold in the last
10 years-an average of a billion dollars a year. Or the 10-year increase has
been 1,000 percent.
20 YEARS OF OASI-INDIVIDUAL TAX SITUATIONS

The average personal OASI tax in 1937 and for 3 years afterward was around
$9 a year. By 1960 the average individual tax had reached $80--if we only
average the burden among those paying taxes that year. If we spread it among
all who are covered (who have a record ' of some tax payment under OASI in
the past) the average would be near $60--more than 6 times the early taxpayment. The trend has been up. It would have been still more up had the
recommendations of the staff servicing the Committee on Economic Security not
been doubled for the starting rate at the insistence of Secretary Morgenthau, of
the Treasury, who demanded a self-supporting or self-sufficient system, free of
subsidy from the general revenues of the National Government.
As against these averages--that recognize the low salaries taxed at the start,
and the surprisingly low averages still showing up in the new awards-the
quotations customarily made by the Social Security Administration are for the
top salaried persons paying top tax in each year. In 1937 the top salary taxed
was $3,000, the average taxed was $900. Working back in recent years from
the "awards" to those qualifying for monthly benefits, using the conversion table
in the most recent act, the top salary or wage taxed is $4,800, the average award
seems based on about $2,100. Yet so solicitous has the law become not to follow
the wage taxed, but to apply considerable "padding," that I suspect the average
wage taxed from 1937 through 1960 might be as low as $1,500, since there was
a great deal of completely untaxed time involved, and the early wages averaged
but $900. The top-tax man might have started' with $30 in 1937 taxpaynient,
and along In his later years might have become self-employed, and at 41A percent
in 1960 paid $198--or again 6 times his starting tax.
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The present rates are scheduled to increase by more than 50 percent in the
next 8 years.
PRIMARY BENEFICIARIES END OF 1959, 71 MILLION

Through 1954, wage records, based on sampling techn'Aques, "blown up," ware.
most carefully compiled. Whether the cost work for the constant snowballing
of benefits bars the continued analysis of the records, or whether it seems inexpedient to make the information available, no frequency distributions of taxed
wages have been available for 61years. In 1953, carrying the work through 1952,
it was reported by the Curtis committee within the Ways and Means Committee
that the primary beneficlartc.; of that time apparently had paid but 2 percent of
the potential full costs of their family benefits. This indicated a 98-percent
"dependency."
Early in 1960 I was asked by actuarial friends what that situation was then.
A study of the 71/4 million primary beneficiaries on the rolls at the end of 1959
included 20 cohorts. The first awards were made In 1940, the last ones in 1959.
Using all possible actuarial knowledge, reinforced by general familiarity with
the system, and certain informed hunches, plus a lot of routine computations,
I completed a study. My first estimate had told me that relating the taxes paid
by these persons to the beuelits already to them after the awards, and to their
wives and minor children, and their parents in very advanced ages, that future
payments to them, and their widows and the lump sum benefits for burial purposes might be roughly 3 percent. But more comprehensive work seemed to
show aggregate taxes of $3 billion, aggregate benefits of $120 billion (plus or
minus perhaps 10 or 15 percent of these values). That cut the payments to 21/a
cents to the dollar-or "2 bucks for a nickel." This Includes estimates of administrative costs. No interest is used. The little table above suggests the system
to be a good prospect for Parkinson's second law: "In governmental finance
outgo rises to use up available income." This law seems to please many Individuals, too, who hasten to comply with it.
It Is to be noted, also, that of $78 billion of taxes paid (all three contributors)
but $20 billion remains in the Trust Fund. $58 billion is already water over
the dam, and "the mill will never grind agatin with the water that is gone."
POTENTIAL FUTURE PAYMENTS TO LIVING OASI TAXPAYERS AND FAMILY
DEPENDENTS

There are two classes of beneficiaries, the families of ex-taxpayers who have
been granted awards at minimum retirement age or, later, the survivors of
those, taxpayers who died-before being granted a primary award. The last
xonth of 1960 all benefits paid (monthly and lump sum) totaled $916 million.
Using the multiplier 100 seems to me to underestimate the potential total payments to'the families and the primary retired. So I'll call that sum $90 billion.
The primaries grew beyond 8 million by the end of 1960 from the 71, million
at the end of 1959. There may also be 100 million nonretired covered individuals
with past, taxpaying status. I have been unable to get a figure on this from the
Social Security Administration, asthey are continuously busy at the New Frontier. Agtn using hunches and deductions from the data available, I have come
to a figure of potential future age payments to the 7 qut of 10 who might live
through to qualify for age benefits and their dependents of $2 trillion. I have
reduced the figure by 25 percent-to be conservative-and am using $1.5 trillion.
Adding an eighth more for the death benefits prior to retirement would bring
in $200 billion; and adding to those last 2 items the $90 billion more to existing
claimants, adds up to $1.79 trillion. The trust fund of $20 billion runs a bit over
1 percent of that dramatic figure-not much of a start after 24 year" of tax
payment malihly for deferred benefits, where the life insurance tradition would
accumulate large reserves of funds.
If 71 , million a year ago had met but 21/.,, percent of the aggregate benefits
expected on their account, ahd If all the funds left out of the $78 billion of
taxes paid can meet less than 25 percent of their remaining. de;nands, the reason
for my label "Dependent" Is obvious.
This OAST system has been the model set up for the disability benefits to follow with a separate trust fund-a second camel nosing ander the tent flap.
It is also declared the model for a system of more age bnefits-medical care
for the aged, for which the aged are to pay nothing, but to draw their benefits
from a third trust fund created and maintained by their juniors.
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A task force headed by the man now Assistant Secretary of HEW has recommended that during the next decade primary key benefits should be increased
by 40 percent or 50 percent. Taxes already scheduled to be at a rate 50 percent higher than today, for OASI, should be paid up to $9,000 (not just to
$4,800). Dependent widows should have benefits at rates increased by a third
when applied to the much higher primary benefits. And it has been suggested
that no child should have to look beyond the Federal or federally subsidized
programs for any other phi.anthropic aid.
I believe the present system most inflationary. The moving in of the set of
camels further and further into the bnts would be much more so.
At the Census, 1940, 1950, and 190, there seems to be what they call "the
social security bias." Each time the Bureau has made careful advance estimates of the population over 65. They have found more each time: 600,000;
800,000; 900,000. The lure of mainly free benefits seems to age them faster,
and makes the vital statistics more speculative as to death rates at advanced
ages.
Criticv.-Ray Peterson, ice president and associate actuary of the Equitable
Life Assurance Society, vrrites about "Misconceptions and Missing Perceptions
of our Social Security System-Acturial Anesthesia" and about the "Din of
Inequity." Frank DickiLson, a senior economist at the National Bureau of
Economic Research, calls the social security principle that of "fraternal assessmentisn"-the headache of a large body of experimenters in the life insurance
field. An editor sends me an article labeled "Robbing our Chlldren"-in OASI.
Senator Carl Curtis In a recent hearing of the Senate Finance Committee discussing OASI indicates that many persons paying these taxes will find them
higher than their income taxes, under recommendations for expansion already
made.
Were I going on into the next chapter, its subject would be: "Who pays,
when, how much, for what, and why?"
So far the administrations have failed to answer these questions. I have
accused them of evasion, subterfuge, and ignorance of welfare-state economics.
Their appeal moreover seems more clearly addressed to personal cupidity than
to personal generosity. The coming generations may well protest the generosity
demanded of them by planning that shortcuts present cost recognition to load
down posterity.
To our shame be it said that these social security programs are a resounding
"declaration of dependence."
On frequent occasions Congress has voted a very costly program, such as in
the field of veterans' legislation or housing. There is an end to such programs.
They do expire. There Is no end to our social security program. It runs into
perpetuity. We bind oncoming generations to pay untold billions of dollars not
only 50 years from now, or 100 years from now, but so long as the Government
of the United States stanis. It is totally unmoral.
Let us permit our children and our grandchildren to decide how much per
year they of their generation will pay for social security. We should not bind
them by contract to pay untold billions each year, as the present system does.
The right of self-government means not only freedom from kings, tyrants, and
dictators, but it means freedom from the past.
1V. TIE OLD-AGE AND

SURVIVORS INSURANCE PROGRAM 1
SOUND FINANCIAL STRUMrURF,

ABSOLUTELY

LACKING IN

For the 'Ad-age and survivors insurance program to be truly effective, it must
not only be effective now but also give the assurance of being effective in the
future. Such assurance cannot possibly be given, It seems to me, when, as in
the case of either the present law or the measure before us, the following conditions are present:
First. Annual benefit disbursements of future years will be vastly greater
than those of the immediate future, In fact, possibly 10 or more times as great,
due primarily to the fact that the number of beneficiaries will greatlN increase.
The committee's actuary advises me that the best estimated cost of onr oldage and survivors and disability insurance program for future years is as
follows:
In 10 years the annual cost will be $3,800 million; In 20 years the anaur I cost
will be $6,200 million; in 80 years the annual cost will be $8,401 million. In 40
709.8- -Gl-" 5
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years the annual cost will be $10,600 million; in 50 Years the annual cost will
be $11,700 milt0fl.
The above is based upon the limited coverage that we will have after the
pending bill becomes law. Should the coverage be nivde universal, our actuary
advises me that the best estimated cost would be as folleWs:
In 10 years the annual -cost will be $4,200 million; in 20 years the annual cost
-will be $6,800 million; in 80 years the annual cost will be $9,500 million; in 40
years the annual cost will be $11,900 million; in 50 years the annual cost will
be $13 billion.
The foregoing tables make no allowance for possible liberalization of benefits
which may be made in the future.

The OuAntAN. The committee is recessed until tomorrow morning.
(By 'direction of the chairman, the
following is made a part of
record)
the
PuixI pumz MKOIOAL ABSOOJATIOzN IN AMERIOA,
Now York, N.Y., May 11, 1961.

HeN. HAZY P. BYRD,

,Chairran, senate Fiance Qommittee,
Washington, 1).0.
Dzaa SErNAToa Bym: Thero is pending before your committee, H.R. 6027,
,which proposes to amend the Social Security Act by increasing the rates, etc.
Our association represents 2,319 medical doctors who are temporarily in the
United States under the exchange visitors program. These doctors are distributed in various American hospitals with approved training programs. They
.receive an- average stipend of $150 a month. Under the Social Security Act,
these stipends are subject to social security tax.
We respectfully submit that these stipends be exempt from the social security
tax since we are merely temporary in the United States and are therefore not
within the Intent and purpose of the Social Security Act.
The deductions might appear insignificant to the ordinary American wage
earner, but to thoso doctors, with their meager allowances, this amount is significant. A foreign doctor, or other trainee, with a $150 a month stipend, acutely feels the loss of every dollar that is deducted from this stipend, since he or
she could use such amounts for the purchase of badly needed book and instruments which are not furnished by the hospitals.
Your attention is called to the fact that the Social Security Act now exempts
foreign agricultural laborers who are likewise temporarily in the United States
(42 U.S.C. 410(1); 1954 Internal Revenue Code sec. 3121(b) (1)). We sincerely believe that we are likewise entitled to such an exemption for similar
reasons.
We enclose herewith for your consideration a draft of an amendment to the
Social Security Act and the Internal Revenue Code designed to accomplish the
above-desired exemption.
Your immediate attention and action on this matter will be most appreciated by all the members of our association and others who will be incidentally
benefited.
Very iruly yours,
PATmico TAN, M.D., President.

1A1Tr

Section 3121(b) of the 1954 Internal Revenue Code and section 210; title IT,
of the Social Securlty Act (42 U.S.C. 410), are hereby amended by adding a new
paragraph, following paragraph (18) :
"(19) Services performed by persons lawfully admitted to the United States
under the Exchange Visitors Program provided for by the United States In-
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formation and Educational Act of 1948 (22 U.S.C. 1431-1446), while maintaining their Exchange status and performing services required by or incident to
such Program."
RUTLAND, VT.,

Decenber 2, 1960.

Hon. GEoaGE D. AIKEN,
U.S. Scmate, lVashhigton, D.C.
DE~a SENATOn AIKEN: The 1956 and 1958 amendments to the social security
law liberalized to a great extent the requirements for wives and widows to
qualify for social security benefits.
A wife may receive a benefit even though not living with her husband providing there has been no legal separation or divorce. A widow may receive a
benefit on her deceased husband under the sirme ruling. Benefits are even paid
to wives and widows who, because of an impediment to their marriage are not
recognized as such in the eyes of the State or church. Requirements for
children, parents and disabled persons were also amended and many people
qualiled by benefits who were not entitled prior to the amendments.
However, there is one type of individual who appears to have been forgotten.
That is a widow, married for the first time, but whose husband flied shortly
after the marriage.
This is my situation. I am 51 years of age. I was married for te first
time and 6 days later my liusband suffered a heart attack and died. I have
no social security coverage of my own and no prospects Gf acquiring any. The
only benefits payable to me under the present law is the lump-sum death payment. The law does not provide for monthly benefits at age 62 because I
was not married for a year. I believe that as the legal widow of my husband, recognized as such by the State of Vermont, the church, and society, that
I should be entitled to monthly social security benefits at age 62, regardless of
the fact that the marriage was of short duration.
No doubt amendments to the social security law will be passed in 1901 or at
least by 1962. Is there someone on the social secu-Ity committee to whom I
should write in order to make it possible for the npxt anendnimits tn Include
benefits being paid to legal widows at age 62 regardless of the fact that such
a person was married to a person for only a very short time.
Will you kindly let me know your views on this matter?
Sincerely yours,
Mrs. DoMxNWO F. FwOr.
AMEuCAN NuRsEs' AssOCIATION, INC.,

New York, N.Y., May 19, 1961.
Hon. HARRY FLOOD BY]D,
Chairman, Committee on Finance,
U.S.Senate, Washington, D.C.
DFAR SENATOR BYRD: The American Nurses' Association will not present
testimony to your committee on the social security amendments included in
H.R. 0027.
We wish to indicate at this time that the association does approve these
amendments.
Sincerely yours,
JUDITH G. WnHrAK ,

Mrs. Judith G. Whitaker, R.N.
Eveoutive Secretary.

(Whereupon, at 11:55 a.m., the committee was recessed, to reconvene at 10 a.m., on Friday, May 26,1961.)

SOCIAL SECURITY BENEFITS AND ELIGIBILITY
FRIDAY, MAY 26 1961

U.S. SENATE,
COM3IIrEE ON FINA NCE,

Washivgi on, D.C.
eomnittee iet, pursuant to recess, at 10:10 an.m., in room 2221,
New Senate Office Building, Senator Harry Flood Byrd (chairman)
pitsiding.
Present: Senators Byrd, Douglas, Gore, Hnatke, Williams, Bennett,
and Curtis.
Also present: Elizabeth B. Springer, chief clerk; Miss helen Livingston and Frederick Barnes, Labor and Public Welfare Di-7ision,
Lea islative Reference, Library of Congress.
The CHAIRMAN. The committee wilfcme to order.
The first witness is the Honorable Abraham Ribicoff, whoin everybody knows.
Proceed, sir. We are glad to have you here.
Ihe

STATEMENT OF HON. ABRAHAM RIBICOFF, SECRETARY .OF
HEALTH, EDUCATION, AND WELFARE; ACCOMPANIED BY WILBUR 3. COHEN, ASSISTANT SECRETARY; ROBERT I. MYERS,
CHIEF ACTUARY, SOCIAL SECURITY ADMINISTRATION; AND
ROBERT M. BALL, DEPUTY DIRECTOR, BUREAU OF OLD-AGE AND
SURVIVORS INSURANOM
Secretary RlBICOFF. Thaik you, Mr. Chairman and membe:.-s of the
committee.
I have with me here today on my left Mr. Robert Ball, Deputy Director of the Bureau of OASI; Mr. Cohen, Assistant Secretfiry; Mr.
Myers, Chief Actuary in the Social Security Administration.
I am glad to have the opportunity to testify before this committee
on H.R. 6027, a bill to improve benefits under the old-age, survivors,
and disability insurance program by increasing the minimum benefits
and aged widows' benefits and by making ad di tional persons eligible
for benefits under the program, and for other purposes.
The President on February 2 recommended five changes in the social security law which would result in significant improvements in
the old-age, survivors, and disability insurance program. The President.'s recommendationsweir as follows:
(1) Increase the minimum benefit, from $33 to $43.
(2) Make actuarially reduced benefits available to men at age 62,
as they now are for women.
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(3) Make the insured status requirements for older people coinparable to those that will apply to people who were young when the
program started, that is, one quarter of coverage for each elapsed
year.
(4) Increase the aged widow's benefit so that it equals 85 percent,
instead of percent, of her husband's benefit.
(5) Provide disability insurance benefits for workers who have
been totally disabled for at least 6 full calendar months and eliminate
from present law the requirement that the disability must also bu
expected to be of long continued and indefinite duration or to result
in death.
H.R. 6027 passed by the House of Representatives and now before
your committee substantially embodies the President's proposals, except for the proposal to pay disability insurance benefits after the
worker has been totally disabled for 6 months. The President's other
proposals are included in the bill, although the increases in the
amount of the minimum monthly benefit and in the benefit for aged
widows are not as large as the President proposed.
All the changes proposed by the President are desirable. Nevertheles, since in its overall effect the bill passed by the House will
largely meet the problems that prompted the President to make hit,
recommendations for changes in the insurance program and in view
of the need for early action to meet those problems, we recommend
adoption of the bill as passed by the House of Representatives.
Under the four provisions in the House-passed bill, about $780 million would be paid to some 4,420,000 people in the first 12 months of
operation. Under the bill the benefits will become payable for the
1st month which begins on or after the 30Vh day ft rothe. date of
enactment of the bill.
INCREASE IN THE MINIMUM BENEFIT

Under the bill the minimum monthly insurance benefit payable
to a worker retiring at or after age 65, to a disabled worker, and to
the sole survivor of an insured worker would be raised from $33 -'lo
$40, with corresponding increases in benefits paid to dependent and
survivor beneficiaries at the lower benefit le8els. This change will
provide additional income under the social security program to an
estimated 2,175,000 people during the first 12 months of operation.
The total additional benefits that will be paid out during this period
will be $170 million.
An increase in the minimum benefit to $40 will be a real help in
meeting the serious problems that are faced by people who are getting
benefits at the minimum. These people not only have low old-age
and survivors insurance benefits but are less likely than other beneficiaries to have other retirement income.
In a survey of beneficiaries made in 1957 it was found that, for
married couple where the insured worker's benefit was less than $50,
about one-half of them had no permanent retirement income other
than old-age, survivors, and disability insurance benefits. Generally
these are people who were already old or ill when the work they did
was brought into the social security program, and for this reason they
were not able to build up substantial benefit rights. An increase in
the minimum to $40 will make the protection of the social insurance
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rogram more effective at the present time but will increase costs very
little over the longer . People qualifying for benefits in the future
will generally get benefits above the minimum because they will have
had more chance to work in covered employment at higher earnings
levels.
The level-premium cost of an increase to $40 is estimated at 0.06
percent of payroll on the intermediate-cost basis.
BENIMFTS FOR MEN AT (2

Another provision of the bill would make old-age and survivors
insurance benefits available at age 62, with the insurance benefits payable to men who claim them before age 65 reduced to take account of
the longer period over which these men will get benefits. Reduced
benefits for women at 62 are provided under present law. A similar
provision for men was adopted by the Senate last year but was deleted
in conference.
An estimated 560,000 people would get $440 million in benefits as a
result of this change during the first 12 months.
Paying insurance benefits to men at age 62 was advanced as a way
to make the social security program more flexible and effective. Men
close to the present eligibility age of 65 who lose their jobs find it very
difficult to .et new ones, They may have skills that are Qsolete and
may have little opportunity to learn new ones, or employers may be
to work
reluctant to hire them because older people cainotbe xec
as long as most other jobseekers and the employer has fewer years
over which to spread the cost of hiring and training them. While the
situation of the older worker is particularly serious at the present
time, and especially so in areas of chronic unemployment, the problem the older worker finds in getting another job exists in all parts of
the country and will continue to be something of a problem even in
periods of high employment.
Private pension plans quite commonly have the flexibility afforded
by provisions for optional retirement before age 65. A study of the
pension programs of 230 companies, made by the Bankers Trust Co.
of New Yor in 960, showed that, among the collectively bargained
plans, 96 percent permitted early retirement and, among the noncollectively bargained plans, 88 percent permitted early retirement.
In another 1960 study (by the Bureau of Labor Statistics) it was
found that early retirement provisions -ivere included in 224 of the
300 plans studied and covered about 3 million of the 4.6 million workers who were members of these plans. Moreover, it appears that the
number of plans providing for optional early retirement is increasing; in a comparable 1952 study by the Bureau of Labor Statistics
only .166 of the 300 plans which were included had early retirement
provisions.
The provisions of the bill for paying reduced benefits to men at 62
would not increase the level-premium cost of the social insurance program, whereas the President's proposal would have increased costs
y one-tenth of 1 percent of covered payroll. The difference in cost
results from the fact that under the President's proposal men would
have their benefits figured the same way that benefits are figured for
women under present law-that is, on the basis of earnings averaged
over the years up to age 62. Under the House-passed bill, men would
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have their average earnings, on which benefits are based, figured! over
the years up to 65-3 years more than the number used for women;
this is what is done under present law.
CHANGE IN

THE INSURED-STATUS

REQUIREMENT

The bill also includes a provision, exactly like that recommended by
the President, that changes the requirements that a person must meet
in order to be insured under the program-that is, the amount of
covered work le must have had in order to qualify for insurance benefits. Under this provision a worker would 'be flly insured if he had

one quarter of coverage for every year elapsing after 1950 and up to
the year he reached 65 (or age 62 for women), died, or became dis-'
abled, instead of one quarter of coverage for every three calendar,
quarters elapsing, as required under present law.
The provision would make the insured-status requirements for people
who are now at or near retirement age comparable to those that will
apply in the longrun program for people, who will attin retirement
age at that time. People who were young when tprograin started'
and young people who began working after that time will need about,
1 year of work for every 4 years elapsing after age 21 (10 years iut of
a' possible 40 or more years in a working lifetime) in order to be'
insured at retirement age. Under the one-for-three requirement, peOple who are retiring now must meet u stricter test than younger people will have to meet oven though it is more difficult for older people
to maintain steady employment. A farmer who was first' covered in
1955 for examplee. and who stopped workingwhen he reached 'age
.
years of e;.e a lt-agh,
O5,in atnuary 19601 must have 1a1-4
were only years prior to 65 in which he could have been covered-a requirement that seems unduly strict when compared to the lngrun requirement of 10 years of coverage out of a possible 40 years or,
more.
The change that the bill would make in the requirements for fuly,
insured status would help many people who are uninsured because
the work they did during their best working years was not covered.
By the time their regular occupations were covered, they were already
so old that they could not wor 4 regularly enough 4, meet the insured-'
status requirements in the law. About 160,000 people who are not now
insured would become eligible for benefits in the first 12 montl
as a result of this change. Taking into account the proposal to raise
theminimum benefit to $40 and to pay reduced benefits to men at age
62, the total amount that would be payable to these people in the first
million.
months
would be $65cost
12 The
of the proposal would be 0.02 percent of
level-premium
payroll.
INCREASE IN

WIDOW '8 BENEFITS

Under present law an aged widow gets 75 percent of her husband's
retirement benefit. The bill would increase the aged widow's benefit.
to 821/ percent of her husband's retirement benefit--an increase of:
71/2 percentage points, or 10 percent above the present 75 percent
basis. Widowers and sole surviving dependent parents would, get;
a similar increase,
The increase for widows is one of the most urgently needed changes
in the social security program. The need is obvious on the basis
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of simple logic: The social security retirement benefit is intended

to help meet the needs of the retired pcsnon alone; extra benefits are
provided where the retired worker had dependents. When the retired
worker dies, there is no reason to expect that his aged widow can-get
by on a monthly benefit amounting to only 75 percent of the benefit
her husband received. In fact, aged widows as a group are in a
relatively poor position when it comes to making ends meet. They
have little income other than their social security benefits. Almost
none of them, for example, are getting private pensions. One-half
of the women getting aged widow's benefits who were interviewed in
a survey in 1957 had annual income of less than $270 in addlition to
their old-age and survivors insurance benefits, as compared w;th $470
for nonmarried retired workers. The proposed change would provide
needed additional funds for these older women. It is estimated that
some 1;525,000 people would have their benefits increased during the
first 12 months of operation murder this change and that the additional
benefits that would be paid out daring this time would amount to
about.$105 million.
The level-premium cost of this change (after account is taken of the
increase in the minimukud
in the bill) is estimated at
0.17 percent of payr

.
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FINANCING THE BILL

The Chief Actuary of t'So4a1-Se i Administration estimated
that the improvements included in the Ilouse bill would increase the
level-premium cost of the social insurance program ly one-fourth of
1 percent of payroll on the intermediate-cost bisis. In order to keep
the program financially sound and self-supporting, the bill provides
for additional income to the trust funds, which is'also estimated to be
one-fourth of 1 percent of payroll. The additional income will be
provided by raising the social security 'rates by one-eighth of 1 percent
each for employees and employers and by three-sixteeniths of 1 percent
for the self-employed, beginning January 1, 1962. Since the added
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cot to the program is the Rame as the added income that the tax-rate
increase wi1| yield, the bill will not change the actuarial balance of
Ow insuran-ee program awid will keep the system on a sound financial
1Ws.

The staff and I will be glad to respond to any questions anybody
may have.
The C(*AIRMAx. Thank you, Mr. Secretary, for your very clear
Statement,
Any quef.tions, Senator Douglas?
S,'tna[or Do uol..As. Mr. Chairman, I lave soiuo questions.

Fiest I want to say that I want to thank the Seenctary for a very
clear aid able statent., and say that I expect to support the House
bill.
I did hasve some questions which are of an actuarial nature, and in
view of the fact that you apparently arm suffering from laryngitis, if
you would prefer to have the questions autswered by one of your staff,
I would be very glad to have you do so.

T') first question that I would like to ask is, what is the estimated

total rese-ve of the fmid by the year 20001

Mr. Mms. Senator Douglas, under the House bill, tie estimated

balance in the OASI trust fund
Senator DouoLAs. Ye&

Mr. Myts. According to the intermediate estimated in the year

Wt0Q, as set forth in the

oulo report, and as we estintate it, is $136

billion.
Senator DouoiA. Will that be the maximum t
Mr. M(ivis. No. The balance in teiftuid would continue to rise
thereafter to a figure somewhat over $250 billion.
Senator DouoZA. At what time will the reserve be $20 billion I
Mfr. Mrzs. About 26 ye4ra after the year 2000.

Senator DouuzL". 2028?
Mr. Mrnm. Yes.

SMator Doura.&s. About 65 years from now ?

Mr. Mrm. Ye.

Senator DouaLA. And thereafter it is to remain on this level?

Mr. Myw. in the actual estimates, it would decrease somewhat

from tbat point. But,as you well know, the estuinates are not by any
means comply precai.
The theory would be that if the system were exactly self-supporting,
it would level off at some sort of a figure like this in all years
thereafter.
Senator DovoLA&s. Now, I understand that for the next few years
you expect the reserves to decrease slightly, is that true?
Mr. Mrxus. Yes. Under the present law we anticipate that in the
current calendar year the fund will stay, to all intants and purposes,
practically constant as between the begmnnng and the end of-the year,
although it will fluctuate up and downby months.

Sator DoVOLAs I see.

Mr. M~mw. Under present law, in 1962, we expect the fund to go
down about $0 million but then beginning in 19 it would increase
eomewhst more than $1 billion each year.

$entor Douoit. So the charge which are made that the fund is
nWBlveOt really are nbt app ble
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Mr. Mws. In my opinion, this is by no means the cawe, because
the situation must be examined over a period of years, and not just
the situation from month to month or )ear to year.
Senator DouGLrs. I think it is important to bring this out at least
for tho Iong-run consideration, because I am dubious as to whether it
is sound public policy to accumulate a reserve of $250 billion
I remmber when the original esumated reserve of $46 billion was
subjeoted to very heavy attack, and we revised the act in 1938-9 with
a view to (lecreAsing the ultimate ieserve. Now we find that it is
0ing
to be five times as much as the original conitemplated reserve.

'hilI do not Inow that this calls for any immediate action-indeed,
I do n6t think it does-I think it is very important that the Congrss
and the public should realize this.
Now another question.

Mr. ifmu

S.&mtor Douglas, could I finish answering so as to give
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Senator
-ouOr4.s.
Sector BzmTrr. At that t, what was the maximum I
Mr. Myxm. The maximum then was $8,000 per year.
Senator bzmrr. $900 as related to $8;000 1

Mr. Mym. YeL

At the present time when the maximum, as you know, is $800, the
average earnings are about $2,00 a year.
Senator Douowd. Now, since the bemeft are les for the upper

income groups, it oilo'wvs doe it not, that eac.h increase in avege

earnings increases the size of the resolve; is that true

Mr. Mlmas. Yes, that is correct; in balanoe more money comes in
proportionately than the remlting benefit liability.
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Senator Dovoi.,s. Isn't this one reason why the si.-o of the reserve
is greater than would have been originally wtimated on the scale of
benefits which are now being paid?
Mr. Mmrmu. Yes, Senator Douglas. I think this is one of the
rMasons.
Of course, as you recognize, other reasons are that more people are
covered-that is, more employment categorie&-and also the general
earnings level hats risen. Accordingly, the relative size of the fund is
affee.

Senator DouoL48s. Upon what average are your actuarial estimates

based for the future ?
Mr. Mlits. We have based our current estimates, more or less, on
the earnings level in 1960.
Senator ])oVuL.As. $2,100?
Mr. Myits. Well, $2,800.
Senator Douo.As. $2,800.
Mr. MYERS. Yes.
Senator DovoAs. If there is an upward movement of earnings in

the future, as has been true in ti past, this will, in itself, increase the
size of the reserve above what. you now estiiiato; isn't that truo?
Mr. MNf
rus. Yes, that is correct.
Senator DouoarAs. Therefore7 you have, so far as this item is concerned, a built-in safety factor, isn't that true ?
Mr. Mnfvas. Yes, thitt, is correct.. In the past, when we uked later
earnings vmssumptiola than in the previous estimates, we have then
shown the so-called level-premium cost of the prograin as being lower
than previously estimated. As a result, in the past., Congress has
taken this into consideration in the various legislative liberalizations
that have been made.
Senator Domoms. Can you tell me how the 1935 estimate of the
reserve, of what the reserve would be in 1900, compared with the roserve today?
Mr. MiAns. Ye. I have made a study of that, and as it. happens,
by great coincidence, it. is reasoanbly close to what we now have on
hand, namely, $30.1 billion estimated in 1935 versus $22.6 billion now
on hand in both the OASI and D'i trust funds. There of course have
been counterbalancing factors, a.id it is entirely fortuitous.
Senator Douot~s. I understand.
In other words, the increase in benefits we have put into effect have
not thrown the reserve out of balance, as compared to the original
estimates; is that true?
Mr. Miyns. Well, you could say that, although as I say, there are
a number of fortuitous circumstances.
Senator DouoLs. Can't you say it truthfully?
Mr. Myyis. Well, I would not want to say this proves the original
estimates were perfect.
Senator DouaLAs. No. All I am saying is that despite the increase
in benefits, the reserves are no less than toae that were originally
estimated; but there have been counterbalancing built-in factors which
have increased revenues above what would have been originally contemflated; isn't that true?
Air. -Afi.

Yes, that is correct.

SoAL SECURITY BEEITS

73

Senator DO.UGLAS. Can we Suppose that this process of increased

earnings is going to stop in the future* Don't we believe that we have
an expanding econoinyI
Mr. MY'i's. Yes. In the description of the cost. estimates we ieognize this factor and say that when earnings actually increase, they

will be taken into account, and the cost estimates will show that the
program has a lower cost, which means there is money available for
riniking tie system up to data.
Senator )ovoi.As. I want to suggest that I think you people are
too conservative. You are trying to met every increase in benefits
by an iiicrea.s in contributions, anld you tend to igrnoro this built-in
factor which increases reserves.
So far froin being labeled as wild spenders, as some critics do label
you, I would say tiat you are actuarially too conservative.
Now, it is highly desirable to have conservative actuaries because

they correct undue tendencies on the part. of others, and I have always
thought, Mr. Myers, that you are one of the great unsung public
heroes, really.
But, nevertheless, you may wake up and find yourself with a reserve of $500 billion in the year 2000.
Secretary Rinicorr. I would say this, Senator Douglas, that neither
Mr. Myers nor I will have to wake up to what we will find in the year
2025.
Senator )OUGr.LAS. Your siwexeswsrs.
Secretary lliuworp. I believe in a conservative approach to these
problems.
Senator DouoL.s. Yes; I understand.
Secretary R mUcorF. In dealing with these problem in social security, I would rather err on the side of conservatism.
Senator Doro.As. I understand, but you are being charged, you
know, with being excessively radical.
Secretary Ri, COrp. I do not think we are.
Senator Dovots. I submit the evidence indicates that you are not.
Secretary RmrooF7. But yet I would not come here asking for benefits without anticipating what might happen 10 or 15 years from now;
I would not want to advocate that.
Senator Douois. I do not know that, people 10 or 15 years from
now ever will read the record of the hearings at this time, but I do
hope the Senators who are around 10 or 15 years from now-and

I am sure Senator Williams is indestructible, for example-will realize that the present system of financing is very conservative.
Secretary Rmicopr. To me this haA been a very interesting experience working with a man like Mr. Myers, because we were developing
a program, tring to do it conservuativel, trying to find out what to
propose, and how much it would take to pay for this program. I
am sure that Mr. Myers must go through some tortuous nights without sleep, because he comes in to see me the next morning or a week
later saying that his figures were out a very small fraction, and when
this taies place we'do not hesitate to change the estimates to make
sure that we are not ever misrepresenting to Congress or the people
of the United States, and if there is an error it is certainly no error
that anyone could anticipate. We tried to lean over backwards'o

the side. of conservatism.
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Senator DovoL. That is absolutely right.
Now, it has been charged and I think it is true, that the system
of benefits pays out appreciably more to those who are covered by the
Tystem for a short period of time than is collected from them and
their employers' contributions; isn't that trueI
Mr. Mrr.its. Yes, Siniator Douglas, that is true. And that, of course,
is the only way that a social insurance program could be effective. It
must pay'reasonably adequate benefits at the start, and the same thing
is done under private pension plans.
Senator DouLAS. Yes. If at the beginning of the plan you had
only paid to each age group the actuarial amounts which they had
contributed, how much would the people who were only included for
I year have received ?
Mr. Myips. 10 or 15 cents a month probably, from both the employee and employer contribution combined.
Senator DouoLs. How many years would have lied to pass before
they could have received benefits equal to those now given tMr. Miyts. As you recognize, the people now getting benefits, from
an "actuarial purchase" standpoint, have not purchased their benefits
in full. It would take 30 years from now until this would generally
be t he case.
Senator DuOLAs. I understand. I am speaking of the original
group.
Mr. Mrr.ms. Before a substantial number of the people would
hla

e--

Senator DOUOLAS. When a private conipally puts inl a private pension plan, contributory plan, they have this identical problen;, do they
not, of the people who in the patzt have not contributed and who,
unless special provisions are made, would not be entitled t0 benefits;
isn't that correct?
Mr. Myfv.
This is absolutely correct.
Senator DouoiAs. This is called accrued liabilities.
Mr. Myxm. Yes; the accrued liabilities for prior service credits.
Senator Douoi.s. Yes. And the Federal plan merely adopted this
same principle; isn't that true?
Mr. Mams. Yes. In a very real sense the Federal system did this
by, in effect, giving people credit for all of their prior service.
Senator DouoLAs. But the Federal plan did have a weakness, did
it not, in that it permitted people who were originally in the excluded
groups--the self-employed, farmers, professional people-to come into
the social security system for short periods of time, and then go out
again, and so raid the system by receiving benefits greatly in excess
of their contributions; isn't that true I
Mr. M]yTxm. Well, I would not say that this was exactly a raid.
I would say this was the same procedure that would have happened
if a private employer with several plants had put his pension plan
into effect in these plants at different times, andyet had given credit
for all prior service before he put the plan in.
Senator DouoLAs. I understand. But isn't it true a good many
people did come in for short periods of time to acquire eligibility?
Mr. M nas. Yes; it was quite possible to do this with a year and
a half or 2 years of coverage.
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Senator DouotAs. Wasn't this one of the factors which caused
Congress, successively, to expand coverage and include the self-employedI
Mr. Mms. Yes. This was one of the factors.
Senator IDotoA Cong ross did this because it thought persons who
went in for benefits should also be in for contributions.
Mr. Co wsx. May I speak to that, Senator Douglas?
Senator Douo As. Yes
Mr. Concti. I think the problem arose from the failure to include
those people initially. In other words, these new groups were not
raiding the system. They had the disadvantage of not coming in earHer, so that they contributed for a shorter period of time.
Senator DouoLAs. I think there were some who were riding the
system. There were smart operators who would get themselves at,tache4 to someone else as a salaried worker or wage worker for a
brief period of time in sort of a fictitious relationship, acquire eligibility and then drift on.
'Ifthink undoubtedly there wore some abuses; but, as you say, the system was not all inclusive at the start, and this has now been almost
completely remedied; isn't that true ?
12r. ComeN. Not quite, but much more so than ever before.
Senator Douo..As. What are the groups now excluded I Doctorsare dentists included?
Mr. Conr.,. Yes.
Senator DouoLAs. So doctors are virtually the only group.
Mr. CoJP.w. Well, Federal employees are not include.
Senator DouoL.s&. They are in their own system.
Mr. Cohnz. But they are a group that can go in and out that illustrates the very point you are mentioning.
Senator Douozas. You mean they can get double benefits?
Mr. Cojri;. Ye . Until the system does include all employment
under it, so that it is the basic system, you are going to have this
possibility of coming in and going out that you mentioned.
Senator DouuLAS. May I just ask a few more questions, Mr. Chairman ?
The CHAMIMAN. Proceed.
Senator Douqoi.As. I will try not to take up so much time.
Now, concerning this reduction to age 62, of which I approve, upon
what average age of retirement are your actuarial estimates of costs
based?
Mr. Mmw. The actuarial estimates in regard to men are based on
an average age of retirement of approximately 68; that is under the
existing system.
Many of the men who will retire between 62 and 65, if the bill is enacted, under the present law really retire from a benefit standpoint
when they reach 65.
Senator DoUteAs. Wasn't that act originally based on the assumption of retirement at the age of 65? Weren't the original estimatesMr. MYEams. No. The original law had the minimum age of 0*5, but
in our actuarial cost estinates we always took into account the fact
that people would defer retirement, and that, therefore, the cost of
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the system would be lower than if everybody automatically received
benefits at 6.5.
nator Dou:i.%s. That, of coul-se, raises a1 obstacle in the wa. of
a suggest ion which I am alut to make. I have always believed in a
flexible retirement age rather than a fixed retirtment age, wid I welcome flexibility downward-lowering the age of voluntary retirement
for women to 62, and now, I hope, for men to 62-ut I also have
thou ght, it shoud be flexible upwards, so that peol)le from 65 to 68
could retire with actuarially increased benefits. In view of our modern diet and modern exercim, I calllot believee that ,v'ervone should
retire at 65; in many cases people should be given an initucement to
l)o itpone retirement. One way to i)ostl)olie ret irement is by roviding
fhat if they could retire at, say 68 they will get an actiuara1ly higher
monthly benefit t0h11n they would get under tie present systeml.
Secrlryh Rimcory. I think your idea is a good one. But I als(,
think it will cost money.
Senator DouoI..s. Have we made estimates as to how much?
Secretary Rnu1cor'. Yes. Will you explain the estimates, Mr.
.fr. MYuts. Senator Douglas, if people who retired beyond the minimum retirement age got. act uarially increased benefits, in eSCence this
would mean the Rtane as paying everylxbly at. 65. In turn, this would
be the same as eliminating the present retireuient test, and that, in
turn, means a cost. of close to 1 percent of payroll.
You :we, we have a very substantial savings in the lriment S'stem..
because of the fact we pay peol)le only when they retire at the average
age 68, and this would, in a sense, move tie age down to 65 from 68,
would have a sizable cost.
Mr. CortEx. You could, Senator, give some partial recognition to
delayed retirement, even if not the whole actua6al equivalent of the
benefits that were not paid that would have a psychological effect and
accomplish some of your objective.
For instance, Mr. Myers' estimates indicate if you only gave a credit
of I percent for each year after age 65, that would cost 0.14 percent of
pay roll.
senatorr DouGLAS. One.-seventh of 1 percent.
Mr. Coimx. Yes; one-seventh of 1 percent. That would be only,,
as Mr. Myers says, a small recognition of what the true actuarial cost
would be for paying actuarially equivalent increased benefits for deferred retirement.
Senator DoroILS. That would be an increase of 1 percent each year
and, therefore, an increase to 2 percent each year would be 0.28 per-

cent.

Mr. Comr. Yes; and a 4-pweent increment would be 0.56 percent
and, as Mr. Myers said, if you ultimately got up to a 7.2-percent increment, which le uses as the actuarial equivalent, that would cost about
1 percent of payroll.
Senator DOUGLAS. Well, I think that his should be a matter for
future concern because if we ever are able to reduce unemployment and
get substantially full employment, then we will certainly need the
services of able people over the age of 65 who should be encouraged
to stay at work rather than retire.
Thank you, Mr. Chairman. I am sorry to have taken so much time.
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Tile ChIAmmii.A' Mr. Secretary, I have been very much interested in
the questions asked by Senator Douglas. It. happens that the Chair
is the only member of this committee who was present at the time that
the Social securityy Act. was adopted, and I have always supported, and
,(0Cfl'U5
will continue to sul)port, a cIV.rVat ivo couile sithIt reVspect to
ing the bfas, tax when we add additional belleits.

Of course, I think we must recognize the fact that there is a limit
to how high this tax can be raised.
At the present time, the employer-employee tax is 6 percent for

employer and employee. We aro now adding one-fourth of 1 percent,
to the existing rates which, are automatically increased every 3 years.

Mr. Myr,.it. Yes, Mr. Chairman; under present law, the 6 percent
for the employer and employee combined will rise by 1-pe-cent increases in 1963 1966, and 1969, to a rate of 9 percent,
Under this bill, an additional one-quarter of 1 percent, that is
one-eighth of 1 percent each, would be added to the schedule so that the
eventual rate in 1969 and after, according to law, would be 91/ percent
for the employer and employee combined.

The

(JIAWRMAx.

That 91/4 percent is predicated upon existing bene-

fits, is it not?
Mr. Mr:ins. Yes, Mr. Chairman.
The ClHAItMAN. If you incre e the tax uach time that you increAse
the benefits in the future, then you will have a tax in excess of 9

percent.
The point I wish to emphasize is that the 91/ percent is based upon
the present benefits.

Mr. My'imts. The 9 pen:ent is based on the present benefits, plus
those in 'the bill.
The CLAUMAN. I understand.
Mr. My as. Yes.

The CIIAIRMAN. If we pass this bill.
Mr. MnYus. That is right.

The ChAiRLMAN. But any additional benefits if we follow the course

that we are adopting from the beginning, will require additional tax
above the 91/4 percent.
Mr. Myins. That, is correct, except for the possibility that if wages
rise ver, considerably there might be some reduction in the cost of the
system due to that factor.
The CHAIRMAN. Yes. But to carry out.the policies we have adopted
in the past, additional taxes would be required, would they not?
Mr. M8Icis. That is correct.
The CHAIRMAN. Have you made any investigation as to how large a
tax business can stand or the employer can stand? Nine percent is a
very steel) tax when it comes on a payroll, without deductions I
think some thought in the future should be given as to how much
we can increase thattax providing that the benefits are increased. I
nmlight add that history shows that every 2 ears, every election yearan this seems to be an extra year because this is not an election yeam,-we have added benefits under the OASI program.
Some study, I think, should be made as to how far we go With this
tax. I would like for the Secretary to express himself on that.
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Secretary Rrsxcrr. Yes, I would say this: This has always been a
concern of mine. There will be another official advisory council ap.
pointed in 1963, to look into this whole matter.
My own reaction is that I do not me how you could go much beyond
10 portent unlemi you take into account with the ris"ig wage levels
that you might want to raime the tax base from the present $4,800.
I would certainly be reluctant permnally to come in and make rewom.
mendations that will take us much above 10 percent eventually. I
would not hesitate to come in and ask for what I consider a proper
and legitimate program, taking into account rising wage levels. The

present base of $4,800 might be an unrealistic base at that time.
There was considerable discussion in the Hco e with the Ways and

Means Committee of thfe prospect of paying for these benefits through
a $5,400 base, and we felt that we could do this without any increase

in taxes.
In other words, this was given ver serious consideration, and then

it was deided within the T ays and Means Committee to stay with
$4,800. You could have gone to $5,400 without increasing th e tax
at all at the present time for these benefits.
The CHIRMAN. How much revenue would that bring in I
Secretary Rimx rr. When the matter was fin4' broached in discus.
sion I was enthusiastic about it, I will be frank ith the chairman, to
raise the tax base to $5,400 without increasing the tax rate.
The CHAIRMAN. You mean from $4,800?
Secretary RmI(xop. Raising $4,800 to $5,400.
The CHAIRMAN. What would be the increased revenue?
Mr. Myr.mh. The increased revenue for raising the earnings la to
$5,400, expressed as a percentage of payroll, would be almost one.
fourth of 1 percent; in other words, as the Secretary has said, it would
have about the same net effect as the tax increase in the House bill.
Now, in terms of dollars, this would have brought in about $1.1
billion a ear on an accrual basis.
The ChARM A. As I understand the Secretary, he believes that
the direct tax should not be in excess of 10 percent; it is now 91/4.
Secretary RMIoOFF. That is right.
The CRAMMAN. And the only other change that might be made
is to increase it from $4,800 to $5,400?
Secretary RimconF. That is right.
The CnAra^N. Therefore, that setsbenefits.
a pattern' as to how far we
can go in the future in increasing the
Secretary RmxcorF. Well, this-is my personal feeling.
The CjHIRMAN. You will be here certainly 8 more years, and maybe

you will be here for 7 more years, I want to get you down in black
and white as to what you think.
Secretary Rmxoor,. You can, sir.
The CHI MAN. As long as you are here I think it is a very important question that is presented to us. We cannot indefinitely continue to increase this tax. The burden is too great..
Secretary Rmnicorr. You asked me the question and I gave you my
reply, sir, and I doo feel this way. I have told the people in the Department my personal reaction, too. I do think there is a limit beyond
which you cannot go. I am concerned about the cost and I am concerned personally by the competitive position of the United States in
tile world market.
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I have never taken the position that in any programs advocated I
should only look at my programs. I think I have got the obligation
to look at the impact of these programs o other conditions andot.her

problems facing our Nation.
The CAiiLM^Ax. Do you have any plan in mind now that would
give additional benefits, thereby necesitatin
creased taxes I
Secretary Rtico.
Yes. 'the one thing I have in mind is medical
care for the aged under social security.
Ti'he CzAtMSAN. How much would that increase the taxi

Secretary Ibumoon. Well, our program is one-half of 1 percent of
Pa~Yroll.
The Ch IMAN. Then you would reach practically your 10 percent;
it would be 9%, so you would only have a balance of one-quarter of 1
percent for the balance of your remnaining part of your term of office,
which may be'! years.
Secretary Rmwor. In other words, it looks like you and I are going

tobe out of businem. [Laughter.]
" he CJHA1IMAN. I want, to get that down.
There is another thing I want to inquire about, and that is about

the interest,
Now, years ago, as Mr. Myers knows, this fund was invested in
Government bonds, which paid larger interest than the rate currently
paid by the public, is that, corret I
Mr. MYRtSt. In the late 1930's, the fund was getting 3 percent interest., and the general interest rate was, say, around
pe recent so

the fund was getting more at that time.
The CJiAiRMAx. That added to the fund by how much during that

time when you received larger interest payments than the general

public?
Mr. Myina. Since the fund at that time was relatively small, it
would not have been very much relatively, probably about $25 million.
The situation was remedied, as you know, in the 1939 amendments

when the interest basis was changed, so as not to be a constant 8 percent but rater the average interest rate on all Government debt.
The CHAIRMAN. At the present time the Federal Government pays

a rate equal to the average of all the bonds thot it has out, is that

correct
Mr. Mny.Rs. The present basis, Mr. Chairman, according to the
1960 amendments, is that on our new investments in special issues
we get the average market rate on all long-term Government bonds
outstanding ut the time of the purchase oi these new issues.
Of course, if we go in the open market, we obviously get close to
the market rate als6. Thus, currently our new investments are running around 3% percent, whereas our old investment that we had
before the law was changed are on an average of around 2.6 percent.
The CAImMAw. That is approximately the average rate of all the
outstanding bonds?
Mr. MYiM. The 2.6 percent I
The CHAIRMAN. I mean the total of what you get, i it approximately the average rate paid by the Government for other bonds
issued?
Mr. MhzP.S. You are quite correct.. For comparable long-term
bonds we are getting about the average of what the Government pays
generally.
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The CHAIRMAN. How much do you receive yearly as interest on
your bonds?
Mr. Myims. The old-ag and survivors insurance trust fund gets interest. of about $500 million a year, and the disability insurance trust

fund gets about $50 million a year.

Ihe CAIRtAN. And the total income
Mr. MweR'. The total intr.,t income ?is how much?
The CIIRAJMAN. No, the total inconiC.
Mr. Myir:Rs. r1le total inconie of the old-age and survivors insurance
trust fund is about. $11 billion a, year from contributions, and about
half a billion dollars a year from interest earningss.
The CAIi
.MAN.
Thank you very much.

Senator Bennett.
Senator Bk:NtJ n-r. Mr. Chairman, may I just nake one comment.
When Senator Douglas was questioning he wanted to discuss tle great

similarity between private pension )lans and tle social security system
with respect to tle -11m wi[to had not. been in tie system long enough
to generate enough money to retire on, in other words, tie man who

retired soon after the system starts.
I think there is one fundamental difference there in the two situations. In private industl'y if a company installs a pension l)lan or a
retirement )lan and has an employee who retires a year later before
they have had an opportunity to fund all the prior service, they have
to hund him as an individual or let him retire on the meager amount
that his 1 year's participation may earn.
Under Social security you push that cost. on to the succeeding gener-

ations; you do not sto) and fund the retirement of these older people
who retired when the lund was new; isn't. that a correct analysis?
Mr. M'r.s. Yes, that is quite correct. I was pointing out the simi-

larity in the benefit structure. There is quite a consi(lerable difference
in the financing basis of a private pension plan and a social insLirance,
system.

Mr. Coitus. If I understand your question, Senator, the answer is

that, a private pension plan is not all funded at that one moment of
time; the funding is 1)uhed into the future, too.
Senator BFNN-4r. Now, wait a minute. I am connected with a.
private pension plan that. is not very old.
Mr. C om;. Yes.

Senator BENx,'I,.

And we have had a number of older men who,

have retired. The corporation has had to find money outside of the
private pension plan to make up the difference in order that thosepeople could retire on the same level that the people would retire who
were retired when the system is fairly mature. This I know from ex-

perience; amn I not ri ght, Mr. Cohen f

Mr. CoHEN. Mr. V-Myers says that for an individual person retiringthey would, of course, on the basis of the usual financing, fund it forthat one man at the time if it had not been done previously. But, of
course, they do not fully fund all of the accrued liability of the plan.
Senator "BENNEr. No. The problem of most corporations is that
the responsibility of funding all the accrued liability is a financial'
burden they cannot carry in any one year.
Mr. CoHEN'. That is correct.
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Senator BE .N rr. And they have to take a period of time; but in

the meantime those men who come to retire must be handled as separate individuals.

Butias far as the social security system is concerned these people
have been retired on the normal pattern. as they caie along, and the
cost has been pushed off into the future, and it always reminds me of
a man onl a bicycle. As long as the wheels are going around you stay
up. But whenever you stop you fall down, and tlie social security

system will work as long as the wheels are going around because theie
will always be a vast amount of unfunded obligation that you expect

to fund in the year 2000, in the year 2025 and so on.
Mr. MyEiis. This is quite correct, anA it. is one of the essential differences between a private pension plan and a social insurance system.
The private ip6nsion plan must, by its very nature, assume that the

employer might go out of business, and that at some point they should
get the accrued liabilities funded, so that if the employer d*s go out
of business, the people will get their benefit rights.

Senator IWNS.NrI. That is right.
Mr. MNyxis. The social insurance system, I believe, can safely
be assumed to go on continuously because the law says that peolAO
shall be coveied, an1d it. does not intend to ever Ie terminated.
Senator fIf:xxtn-r. I just wanted to clear it up because I was a little
bit afraid that the comment that had lxwi made by imy colleague

from Illinois would indicate that they are approximatnly the same
kind of situations, and the situation is completely different with respect to prior service responsibilities.
I would just. like to put one other question. The Senator from
Illinois began his questioning with respect, to the size of the fund, of
the reserve. It is now about, $20 billion, between $20 and $21 billion.
Mr. MYERS. For the old-age and survivors insurance portion, yes.
Senator BixTrr. Yes. How long has it been, approximately, at
that level?
Mr. MYFJRs. It has been at that level for the last 7 years, going up
and down a bit in between.
Senator Bmxu-rr. Yes.
Is this the highest plateau that it has reached?
Mr. MiYys. No. The highest that it reached, as of the end of
any year, was $22.5 billion at the end of 1956.
Senator BExNNEr. I am curious in your thinking about the future of
the program why you let. it run along for 3 or ' years at approximately
between $20 and $22 billion, and yet I think you gave us a figure of
$36 billion. When was it to get the $36 billion figur.Mr. MYERS. It is estimated to get to that level under the bill in 1969.
Senator BE'NNMr. Nine or 10 years you are going to let it go up,
and when you go to the year 2000 it is going to be up above $100 billion,
and in the year 2025 it is going to be upwards of a quarter of a trillion
dollars.
Mr. M rts. According to these estimates, yes.
Senator BENNErr. Why is it going to be allowed to rise at so steep
a rate when you have been getting along for a long time and assuring
us with $20 billion we were adequately covered ?
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Mr. Minus. I think the reason that we would say it was adequately
financed in fie past few years is that we look not only at those years
or the next year or two ahead, but also at the long-range picture,
and the resulting increase in income that occur as the scheduled tax
increases in the law go into effect.
Senator Bxxxi.
Well, I am still a little confused. You assume
that $' billion is adequate in 1960, but 65 years from now you have
got to have 121A times as much or you will'have 121/, times as much.
Mr. Commv. I think I understanI what your point is. Mr. Myors'
actuarial estimates assume that to keep the system in aeturial balance
a certain amount of interest earnings will be added to the contributions to finance the mtire cost. Therefore, in the future the size of
the reserve increases to yield additional interest earnings which, when
added to the contribution income, will pay the benefits in perpetuity
without having to go to any other source. That is the function of
that large a reserve in the future.
Or, may I put it another way. If all other things being etlual, you
did not have that large a reserve, you would have to have some income
from some other source to make up that difference in the interest
oarlmu g.

Senator Bi:Nxrr. Then what you are saying to us is that between
now and the year 2000 or 2025, the income from the taxes levied under
this program must be enough to add another $220 billion to the fund
in order that interest on that higher income may make the fund
solvent.
Mr. ContN'. Yes, sir. The original conception behind this system,
despite all of the changes from the early system, was that the system
should be kept on a self-supporting basis, with no income from any
outside source.
Now, if in a future year in which the contribution income is not sufficient topay the entire cost, the difference must come from some other
source. If you make the assumption that it cannot come from any
other source, it can only then come from the interest earnings on the
fund, unless you wish to have a general Government subsidy, which
is not assume under this set of circumstances.
Mr. BALL. May I comment on that?

Senator Bennett, I think the response to these questions has been
largely in terms of the theory of the present act and the contributions
scheduled in the present act. In other words this js the way the law is.
I am sure that neither Mr. Cohen nor Mr. Myers is saying that this
is the only way it can be in the future. Th last Advisory Council on
Social Security Financing, for example, raised the question about
whether, when 1969 comes, the best policy would be to go ahead and
build up a fund as high as this one.
The alternative would be not to have the maximum rate go into effect as soon as 1969. Nobody would hold that the fund would have
to be this large for safety.
But, as Mr. Cohen points out, if the fund were not this large, the
ultimate contribution rate. say, in 2030 or very far off, would have to
be somewhat higher than if you put the rate in in 1909.
But as the Councils look at this from time to time, and as we approach this ultimate rate there is an alternative to building these huge
reserves. Senator Douglas, I believe, was suggesting a look at that
question during that time.
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Senator BEN
v-. There are two ways you get income. You get it
from taxes or you get it from interest.
Mr. BAtL. Yes.
Mr. Coiq:n . That is right.
Senator BEN.Nvr. And apl)arently you have been satisfied to get it
from taxes l)roportionately because for 4 or 5 years you haveIel
running along at approximately the sam level $20 billion.
Now you are talk inig about in 60 ye~Ns, arid this system is now 26
yearsold. When did it star
Mr. Cones. It started in 11)7 as far as tle taxes were concerned.
Senator 13;xJ.N'r. That is 24 years ol. In
mes as log in
the future you are going to multiply the fund by tiat ainount, and it
seems to nme that Congres is going to, succeeding Con greses are
going to, be faced with tis ques(tmi, Are we going to tax tIes people
enough to add $200 billion wore to the fund for the ttke of earning
interest?
Mr. Comi.N. Yes. May I put the matter now in other terms that
will bring Senator Byrd's question back into perspective.
If you were to levy the entire cost on payrolls without having an
intett-bearing re~rvo then, according to Mr. Myers' interrnodi ate
estimates, in the year 2050 you would have to levy a 12-percent payroll
tax instead of 91/ percent tax.
Senator BENE-1r. Won't you almost have to levy that to build up
your rewrvef Is your reserve going to clinb by $200 million in the
next 65 years on the basis of tie present rates?
Mr. oz1N. Yes.
Senator BEs,-r-r. On the basis of the present rates for the past 4 or
5 years it has just stayed level.
Mr. MYERs. The present rates, however, as the chairunu brought

out in his questioning, ineavase, from the present 6 percent under present law, to 9 percent and to 9% percent wider the-bill. That 50 percent increase in the tax rate brings in more tiian enough money to pay
tile gradually increasing benefit outgo that we saticipate in the next
few decades.
Senator Bz xm'. Of course, I &m not an atuay, and it is hard

for me to see the movement and the countermovement of these various
forces, but the present rates are bringing you in $11 billion a year, and
in 60 years you are going to build up $M0)billion, and stilf pay the
present benefits?

Mr. Comms. Maybe I could put it tis way.
Senator BENNrT. Maybe it works.

Mr. Cormm In the longrun future. In the year that the benefits

cost 12 percent of payroll, according to Mr. Myers ! estimate, you can
finance
implied.that 12 percent in a number of different ways, as Mr. Ball
Now, under the financing that is set forth in the present law, to
keep consistent with what Senator Byrd has implied it aunesand this is speaking roughly-that 9 percent would be Ananced out of
the payroll tax, and the difference of 2 or 3 percent would be financed
out of interest earnings.
If Congress in its wisdom decides that it does not wish to have an
interest-earning reserve, and still finances those same benefits in that
year, then you must find another source of income for the fund to
meet the financial commitments.
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The CHAIRMAN. I would like to ask a question of Mr. Myers, who
is the best expzrt on figures I think I have ever come in contact with.
You start out with next ytar and extend it up to, what was your last

etimate, to whore?

Mr. My~ns. We run the figures for about 70 or 80 years off into the
future,
The CnrAMNAW. Seventy or eighty years off. All right, Then cal.
culate what the income would be in each of those years, and calculate
what your interest, income would be, and if you can calculate what
the interest on money will be 80 years from now, you will be performing something that nobody over conceived of up to this date.
How can you tell what the interest is going to be?
Mr. Mruts. Well, Mr. Chairman, as to the interest rate aisumptions, we do'not estimate really what the interest rate will be. Rather,
we assume an interest rate. We have used an average interest rate for
the long-distant. future of abotit 3 percent which is a conservative
rate compared to the present retain of W4 pernt..
The CHAIRMAN. In other words, you assume the present interest
rato will continue as it, is for 80 years I
Mr. Mmwis. Well, we assunui a bit less than the present because we
assume about 8 percent, and the new investments we are getting at the
moment are around 38 perc-ent. So it is merely a matter of
assumption.
The CHArMAN.. Your assumption of your figures may be inae,curate and you are not to be blamed ,f you are, because you are estimating 50, 60, 70 years ahead of timeN A, is very difficult to estimate a
year Aead of time what the rate will be; you will get the average
interest paid on Government bonds.
Mr. M'rww. That is right.
The CHATIMAN. That has varied &good deal ir. the last year. So I
cannot put much reliance upon an estimate made 70 and 80 years
ahead of time. But anyway, plemu o get that up for the record, you
understand what I mean ?
Mr. MAf.Rs. Yes, I will do that.
(The information referred to follows:)
Memorandum from Rotert J. Myers.
Subject: titmated future income of the old-age and survivors insurance trust
fund, by source.
The old-age and survivors insurance trust fund receives Income from two
sources, contributions (or taxes) and Interest earnings on Invested assets. In
respect to the latter, the law provides, in essence, that the investments shall be
in obligations of the Federal Government, which can be either marketable obligations purchased in the open market or at issue, or special issues. The
Interest rate specified for the special issues Is approximately the average market
rate prevailing for all long-term (4 years or more until maturity) Government
obligations at Mli tme these special issues are obtained by the trist und.
The following table shows for the OAHI trust fund the aetual 1960 Income,
as between contributions and Interest, and similar estimated figures for various
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future years for the next 70 years for both the present law and II.R. OWE2"
(all figures in millions of dollars):
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Itmay be noted that the estimated figures for Interet recetipta are based on
an assumption of approximately a 8-percent return In tll future years. For
present law, the contribution Income rises from almost $11 billion In 1960 to
$A) billiuh
In 1070; most of this Increase is the result of the higher tax rates
scheduled In the law for the future. After 1070, the contribution income continues to rise, as a result of (le estJinated growth In the size of the working

population.
made.

Throughout ,these estimates a constant earnings assumption Is

Actual interest earnings for 1900 were slightly o er $600 million.

In the

future, the Interest earnings are estimated to Increase gradually as the trust fund
are only about L percent
becomtv larger. At the present time, Interest earnu
as large as contribulon Income, but this proportion Ws estimated to Increase over
future years, eventually rising to about 20 percent. These samne general trends
oceur for both thepresen law and IL 07.
Romt?

J.MTxV.

The OamlRaAN. Senator Curtis.
Senator Cuwns. Mr. Cohen, did I understand in the colloquy b
tweet you and Senator Bminett it would indicate that in the year 20M5
there might be a reserve of $ 50 billion I
Mr. COomi. Yes-,on the intermediate cost basis.
Senator Cuwts. lYes.
Now, which means neither the high nor the low.
Air. CoHzw. It is thq average between the high and the low.
Senator Crams. Who will pa7 the interest on that $250 billion?
Mr. Corm. The taxpayers o that time.
senatorr Cmms.What is the difference on the individual taxpayer
and on our eoonomy in paying annutlly interest on,$260 billion and
having that transferred to the social senurit fund than it is the gan
etal taxpayers paying the same amount tothe social security fund I

years from no*,
Mr. CQmI. We 1, Qf course in a given yer,
the: general taxpayers, " you said, Wmduld hwe -to efMe pay thii

actuarhitl balance; they would lha
terewt or, to.keep the system in.

to
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pay the same amount in the form of a govnmnent contribution to tLhe
system.
But if you did not have that interest, or that reserve, at that time,
then the ta'I
rs of the future would have to pay the interes on that,
on the mv.w
wed from other people, plus the same amount to
the system, thus having to pay a double amount.
Senator Curis. Well, you are assuming that the social security
board buys bonds that would otherwise have to be sold to other
Mr. Comsr. That is correct; and I think that has been demonstraed certainly in the last 24 years-Senator CGrnrs. Of course, they do not buy bonds in the open
market, do they?
Mr. uout?. Te, Mr.
Senator Cu.
They have a method whereby they can go direct)
the Treasury can go direct..
Mr. CoHint. About 10 percent of the assets of the funds are now in
bonds pur 'haaed in the open market.,
Senator Cimn 90 percent the Treasury can go direct?
Mr. Co :ir. That is correct -90 percent ar in special isue&
Senator Gmu e. And in inmatess of whether or not we are on a
cash budget, in estimates on whether or not our cash budget is in
balance, we treat social security taxes in my book, contributions in
your, as part of the recoipts do wenot I
Mr. Contw. Yes, air.
Senittor COrs. Secretary Ribkboff, I mean this sine.ely' I have
a -very high regard, not Oly for your political wtuteness it your
mathematical astuteness, and I tay without reervapo you are surrounded by three of the most learned men in the field of social securit. I sometimes think that we ask impe.blo qxwtuions on what
tri& qy.m will ot 10 years frmm now or 50 years from now, and
Ihopi
it 14 in operation 100Yars from .now. i do not want to see
it cll apse.
I believe there are some assumptions that havo -to be made in this
field, that we just Pt far afield and confused when we liken it to
private company rtirment plans and when -we commit the terrible
sin of likoirng it to insurance.
In that connection, Mr. Myesm in general, what are the amptions
that an actuary. for an insursam company bes to mike in ordr to

datepme pramium level?

Mr. MXT*R An actuary for on insurance compsa in d n x g
premiumsfor life insurano or.for annuitieao must make assumptions
ate4 and future "WiiUtraas to future mortality, fUiw in t

0TOr e"pbam of thes owpaziy.
Amator 0yaTOO
Mortl
rnft rwaote and ad nisrativ* ostsf
YeSenator~ut
Mr.
Senator"uwrs. Now, in the fld of so(.31l security we have to takie
into account all three of those; do we not I
Mr. MrU&. That is correct.
Senator Bvrx=r. May I interrupt you? Isn't your administrative cost carried outside of the social security system f
Mr. MT=u. No, Senator Bennett. The administrative posts in
their entirety-for the collection of the taxes, the keeping of the wage
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reords, and the paying of the benefits-come diretly out of the

trust funds.

Senator BaNm r.I was Zllist4ken on that. Excuse mni.
Senator OQurris. Now, there are some other assumptions that have
to be reamkoned with in the field of social security, are there not0 that
are more intangible and less possible of determination; isn't that
correct?
Mr. Mmwi. Yes, Senator Curtis; that, is correct.
Among such factors, as you know, are suoh edleents as the probabilities 67 people retiring, the proportion of people with children, the
proportion of men who are married, the future earnings levels the
number of people coming into the coverage of the sytem in the future by virtue of enteringg the labor market, mid the in-and-out movenent of people, uticularly women, as between working and not

working in covsred employment.

Senator Cumns. Than assumptions have to be made in the level of
employment, asawuptious have to be made into the aise of the fUailies;

isn't that true I

Mr. MYRs. That is corree.
Senator CoRns. And tat tren4 ha revered itself a time or tw9
in theI last half century, has it not?
Air. AlYrits. The trend in fe-tility has not been at all level.
Senator Cuwrma Is it nqt trau thxat at the time the Sooil I',
ority
Aot was conceived there were very many capable population izP)0
who said that the population of thi Unitd. tates would rise r%140
million or thereabouta and then level of!?
Mr. Myziw& Yes., Many1 ,if hot all t of the population efsttims
made at that time aissuelat tOle ultImate level would be very omaiderably below what even the present level is
Senator Cunirs Xs,

Now,by gaging pat Piformnn

in40ick, seieoi you can with

a oon deraible dr% of accuracy measure "Irtality,on you not
when you deal wi tt?
_
Mr. Myxas. That is probably one of the Teantta
ie
predictable in the future.
Senator Curre. But clearly you cannot, measure the birth tare.
Mr. MiTrm. Not nearly as reliably. Obviouly there are Oertain

limt, within which i mustfl, but the ran

is wider

Senior Cmwa.,If we miss onie trnd, if ove r: trod
of Oyear
we I one trend, and some people thought the family of two clUdren

was here tost.y, and it goes to three, in5 years the number of
parents with c idren have increased one-third. (ow, t4ose thnge

are not the re1 ualown iaorsI am taking shouL .1
Isnt it true that
0Ouy t i_
amotnth
yw9 spend, o soial
security, are going to be dependent a lot Upon the Congat
correct?
..

Mr. Miyzis. As.'to the fumendmentsa
Congress?
Sexiator Cuwrt. Yes

might be

isn't

by
d

tho

Mr.Mmn. That,of course, is true., Our ets tes'obvioisly amsio

onlythepreat

;.
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Senator Ceass. The estimates are based upon (he continuation of
thljresent law.
Now, this may e the last. social security bill of the 87th Congress.
But who is thei'v to say that in tie seod session of the Congress,
whether the adminittration recommends it. or not. there might not be a
social security bill pised in the House of Representativest
Senator I3ENN-r. You have another one in the wings, medical care
for the aged.
Senator Cunris. 'We know about that. But who is there to say
there may not. be another one to affect the rates of benefit. You cannot
tell, can you I
Mr. Minos. No.

Secretary Rnmcor. This again is going to depend upon the Congress of the United States.
Senator Crmris. Yes.
Secretarv Rtlcory. I assume, because of my respect and love for ti
Congress of the United States, that. there will always be enough coin.
monsense in the Congress of the United States so that these factors
will e taken into account. The questions you are asking, Senator
Curtis, and the questions Senator Byrd askeA, and the quest ions Senator Bennett asked, the questions that Congressman Mills and Congrossman Bvrnes keep asking, you are zealous and thoughtful about
tho future and the integrity of these funds, and other factors will
always be cotnterbalanced 'by the commonsense and wisdom of the
Congress of t:ie United States.

Senator Cwrris. I understand that.
That. is the reason T sincerely prefaced my remarks in saying that
I thought the (7ongreos was unfair to you people in trying to pin you
down as to futu,'e costs, because no one knows who may be the M'embers of the 88th Congress. We are in the 87th Congress now, and
nobody will know what it will be. whether 't will be a Congress that
will say, "We are not. going to have sociall security legislation," or
whether it will be a Conigress that, Lefore the Congress is over, there
will be social security legislation.
Now, speaking of the increase of benefits alone--and I am not implying that they were not necesry, because our wage and price level
and living costs are something that are so well known-but speaking
of the increase of the benefits'alone, either by percentages or by formula, how many increases of benefits have there been since 1937?
Mr. MrssRa. Senator Curtis. the first benefit formula provided
never went. into effect because the '1939 amendments revised the basis.
It paid higher benefits in the early years, and lower ones later, so the
first benefits that went into effect were those under the 1939 net.
Then in the 1950 amendments there was an increase that averaged
close to 80 percent.
Tn 1952 there was another increase that was somewhere around 12
or 13 percent.
Tn 1954 there was a similar increase, and in 1958 there was an increase of about 7 l)erecnt.
Senator Curm. Did we miss 19561
Mr. Mfyraia. Tn 1956 the benefits were not increased, as such.
The changes made in 1956. as you will recall, were to lower the minimum retirement age for women to 62, and to introduce-monthly disability benefits.
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Senator BENNkr. Vasmi't that an increase iii benefits

Senator CuRTrs. I have restricted my question to either an increase
in benefita or change in the formuhL which would result in the same
thing.
Senator 13mENvLr. Yes.
Senator aG'ums. So in addition to that there have been added aspects to the program such as disability benefits, and lowering the
age for women W1hich occurrld in 1950.
Mr. MY.Eil. Yes; Senator Curtis.
Mr. BALL. Senator Curtis, I thinw it would be only proper to point
out that those increases in dollar amounts, speaking very broadly and
on the average, have only been enough to a little mnore than keep up
with price rises during that time.
Senator Cuv'is. I did not say I criticized that.
Mr. BALy. And not eiiough even to keep up with the level of wages,
so that today the retired aged, as a group, even after these changes,
compared with active worker, have a smaller proportion of the incoma of the country than was contemplated inthe original progrant.
Senator Cutirri. That is exactly the point. WVe are deul ing with a
system that we cannot contemplate what the Congress will do in the
88th Congress or the 89th or the 90th or clear on up to the 100th.
Now, this will also be affected by what the Republicans put in
their )latform, and what the Democrats .put iii their platform in
1904, 1968, 1972, 1976, 1080, 1984, 1988, 1992, 1996, and the year 2000,
because we do not want you to get all that, vote, and you won't let
us have it all either, and there wi ibe some amendments now and then,
that are well ironed out by the Ways and Means Conmmittee for which
I have tile highest regard, and this committee. But there will also
be some floor amendments sometimes that make quite an appeal.
Mr. ContuN. Senator Curtis, I know we have discussed this matter
on other occasions.
Senator Ccirris. Yes.

Mr. ConE.X. The comment that you are making is equally applicable to any kind of a program of public responsibility for meeting
these risks.
Senator CUrTIs. All right now, listen: this in my point.: The rest

of them do not run in perpetuity. We all hope and pray for the day
when wars will be no more, so while we are going to spena not so many
years from now $3 billion a year for military retirements alone, I
hope every veteran lives a long, long time, but I know he will not
live forever.

When we, in some of these, to my mind, false notions that have
been injected into this system, liken it to something that is not like
at all, it has a cumulative effect; it creates problems and gives illusions
about the future.
,
Actually, I believe that this generation of able-bodied producers
should be taxed to pay a generous social benefit to those elder citizens
who can no Ionger earn or choose to no longer arn. But I think all
that this talk about making insuima,-to pay out something, 6on.
fuses a lot of People.
that say;,#
Now, for instance, a Member of Congres fuill get mail
"We.understand you have over $0 billion iti the reaerve. Why don't
you increase my benefits? Youth are making.that much profit.',
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Well now, that ree rve does not indicate thit at all. I am going
to ask you another thing about those bonds.
Senator Bswwfvr. Before you leave that, may I interject an idea?
Senator Cufms. Yes.
Senator BZNxr~rr. The actuaries who are concerned with trends,
and they make assumptions on the basis of past records, I thing there
is no more definite trend than the fact that n every election year since
1950 we have eiti'er iucreases or extensions to social security.
Mr. C(ioiE. That is where I differ with Senator Curtis. Where he
Fays that the solution is simply a different kind of system to pay out a
series of benefits that the people of this year agree ought to b paid,
I think that you would be subject to exactly the same difficulties and
dilemmas of what will the next Congres do with those commitments.
In fact, you are under eves greater diffimties than you are under in
this system, because you have no other touchstone than the whole
Treasury when you go to what Senator Curtis is saying.
Fed
If Senator Curtis' priip is correct, then the aged, the disabled,
and the survivors can come in and say, "You have now committed
yourself to a principle to poy what you can TAy. Pay out $50 billion."
Senator (rTnris.

Well, now, there is this difference: In the first

system
phte, I am not suggesting that you have to change thethat
call
you materially. I think you have to change the terminology
it. There is this ver important difference with this illusion, with
this misconception which has been built up over the years as to how
it works, not with all people has it ben deliberate, but it translates
itself into certain politiml problems, and I can illustrate.
As long as we say, well now, we have planned this so it is going to
be self.supporting, we are going to have a tremendous reserve in the
year 05, and the tax won't be more than this, and we are going to
give such and such a level of benefit when we get there, the young
in my
come
fellow
years
old living
long s
you voted
forhome
that. from
I amCon
"Senator,
I am
gladState--I
and
he 25
says,
forward to it. I wish you could increase it just a little bit more."
The people who are receiving it, they say, "That is fine. I wish
you would just give us a little bit more."
But if it had been in the concept that this 25-year-old fellow or
the 35-year-old fellow who is educating his family and buying a home
and supporting the community chest and caring all the burdens
a considerable portion of the taxes through his withholdand paying
ing,
if he had realiied that whatever social security tax had been imposed on him was to pay grandma's social securit, then he would
have said "Senator I want you to be generous andfair with rmndm* but don't overdo it, because I have got my obligations toay. I
want t* educate my. children and I want to pay for my honie."
In other words, by semantics there has been removed from the whole
that is applied by the people who feel that they
front
are the.yir r6tint
&, ram.
''Fhe rewnhow this hMe differed, sw, from the rivers and harbors
tMis: A rticular flood control
or flood control bill, very simply
program does not run on forever. The problem may be there but
it is approaebing solution.
In1tHie gcond place, there ate m y peopleI th. United Stat&s
who say, IT am not directly benefited at all. -Iam willing to be taxWd
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reasonably, but if I an taxed too much," they exert a pressure against
it, and that is what I feel has happened.
I do not want to shut anybody off, but I do not want to either take
the

time to get a record on my feeling.

Mr. Conps. My evaluation-of course this is something we have

talked about for 25 years--is that by stressing the contributions that
the employer and the worker have made, as Senator Douglas has said
you have got a more conseiwative mechanism in this system than ii
you rely on these other factors
Senator CGums. Yes. 'Wellnow, this is to illustrate thepractical
difference in our approach. When you appeared here in arch in
reference to your confirmation Mr Cohen, I asked a question, which
is found on pae 98 about what proportion of social security tax-

payers come within these classes, and you replied:

You wean the 15 million beneficiaries of social security, within theso?
Senator Cuas. No; I am talking about taxpayers.
Mr. CorN. Oh, the contributors.
Senator OuaTs. No, I Irefer to rail them taxlpyer.
Mr. CourvN. I see.

Senator CtiLns. Well nowMr. (Imor.N. I did not agree, I just saw.
Senator CLvnT. YOU did not agre.
Mr. CoiIm. I did not agree, I just saw.

Senator Cuinn. AU right.
11,.re is a clipping someoldy sent me, and I usually insist that my
staff( put a date on it, aid the paper it comes from, but it is within the
last-lit is within since this happened:
IRS ExPLXina Housi Gasu rot TAx Dmw

The Internal Revenue Service yesterday Issued an unusual statement in de.
fense of Its selture of three horses from an Amish farmer to settle a tax debt.
The IRS said the much publicized seizure represented an unpleasant and diml.
cult task. However, it said, "We have no other choice under the law' wbmu

farmers refuse to pay social secrity taxes on their selft-employment lncomv,
I am not against that. I introduced the first bill in the Co r
to
extend social security to the self-employed, but I am against adding

that if a contribution is taxed and the Government can sell them out
if they do not pay it.

The horses were seized from Valentine Y. Byter of New Wiimbtan,Pa :nue
IRS said Byler owed $257.78 in social security taxes for 1908 through 169. The tax agency said "considerable public anid press nUumwtdrstandfi exists
over the seizure." It said Byler. was a member of a "hard core" group of Old
Order. Amish farmers InMa ePtbsurgh area who have ignore4 appeal, from
church offictalsJt6 comply'idirtly With the legal requ remeits td r7 9o
The Old Order Aatih objet to scelal swetty taxes beeause-of' reiiliu eoa

vyctiou, taking the poetion tbt stuira

es at lasumrnee Nemuo rit*w, t0

taxes.

Well, nbw, I Woldl U6 tosk Mr Mye* foi sm afigos, iftha will
supply them IUter.nd it willbe satisfactory, because io,
4oWt Want
him to take the time now, about when did the first bem0'irki
or the
first group of beneficiaries commence to draw from the social security,
from OASIMr. Myxos. In January 1940.
Senator Curr. Are there any of those still alive I
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Mr. Myvjs. Oh, ye, I am certain that there are son:e.
Senator Curis. I realize that my question is going to be narrowed
down to a small group, but I want to use it for an illustration.
What, I would like to have would be, ai&d you can supply it, I will
try to state it clearly for the re porter, I would like to have some
figures on a hypothetical case. rVe will assume that the man and
wife aroof the same age, that he did retire on January 1,1040.
Mr. MNyRS. Yes.
Senator Cun'ris. That. his wage record was such that he received the
maximum benefit then laid. We will further assume that lie has not

worked under covered employment since then.
I want the following information: How many times has his benefit
been raised retroactively-bon raised; what are his benefits and what
does his wife's benefit amount to now; what is the aggregate of the
two benefits up to, say-what month would be a convenient month?
Mr. Myims. Any month up through this month that you would
want, Senator.
Senator CURTIs. All right, up through the month of May,. 1961.

This is all on the asumption that lie started off on the maximum.
Now, I want to know, we have assumed that he has not worked since
then in covered employment--I want. to know tho maximum tax that
lie could have paid to got this maximum benefit, and the maximum
tax that his employer could have paid.
Then, after you work out that illustration, I would like the same
illustration for the same dates, the same hypothetical case as to the
man retiring, he and his wife are still living, and so on, with this diffelnce, that lie received the minimum benefit in January 1940, and
how many times lie has been raised; what his pay is now, and the
total.
Senator BRNxL'rr. The minimum tax.
Senator Cums. Yes, and the minimum tax that lie could have paid
to qualify, and the minimum tax that his employer could have paid.
Wasn't it 1950 that we had the so-called new start?
Mr. M'Yws. In the 1950 amendments, Senator Curtis.
Senator CuRTm. Wasn't that also the first time we put the self-

employed in?
MAr.Mrra. That is correct.
Senator Cumr. Did that include farmers?
Mr. MAlnS. No, farmers were brought in by the 1954 amendments,
effective in 1955.
Senator CuRTIS. Well, when, on what date, would the first bene-

flciary or group of beneficiaries that were brought in after the passage,
that i'eceived benefits after the passage, of the 1950 act, assuming they
were self-employed, and the only wage record they would have would
be self-employment income; and wRth all the assumptions in these
other two eases give me both a maximum hypothetical case and a
minimum hypothetical case.
Mr. Uyers, have I left out any factor that is needed in order to-Senator BiNwm- . You have to put a date-he will go forward
until May of 19611
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Mr. MYf,.s. Yes.

Senator Cuvris. Yes, exactly the same thing.
Mr. Mnats. Yes. The latter figines wotidbe for the man who

is in for the minimum time and reaches age 65 at that point, and then
has a wife the same age.
Senator CurTs. Yes.
Mr. Mires. And this is to carry the benefits paid up to the prient
time. I will furnish the data that you request.
Senator CuiRris. Yes, and I want the record to show I an not

hostile to these benefit raises, and I am certainly one who has always

advocated if our economy can carry the burden of the Social Security
System it should take care of everybody, because certainly the emm
tax and the self-enployed
ployers tax and a lot of the employees
taxes are borne by the general public, passed on.
But I am anxious to see how far we have gone in amonplishing
the continuously emnotinced objective that this is a contribution syeton that is like insurance, and that everybody pays for his own, and

the reserve represents a profit.
(The information previously requested follows:)
Memorandum from: Robert J. Myers.

SubJect: Illustrative benefits for wtiverai "milnium" and "maximum" casem

under the old-age, survivors, and disability insurance system.
This memorandum presents certain data on benefits and contributlons (or
taxes) for several suggested Individual cases. in each Instance there Is a
"minimum" case and a "maximum" ease, by which is meant assumptions involving the minimum contributions required for an earnings record that produce
the minimum primary benefit and, conversely, the maximum contributions
required on an earnings record that produces the maximum primary benefit.
Case A relates to an employee attaining age 65 in January 190, with a wife
the same age, and retiring completely at that time. Both individuals are
assumed to be alive at the end of May 1961. Similarly,, case B relates to a
self-employed individual who was first coyered by the program In 10,11 anz4
who retired at the earliest possible dat--amely, April 1952. The following
material gives the pertinent data In regard to the contributions paid and the
benefits received in various periods and In the aggregate.
Roexar . Mzm.
Oase A, retirement in Janvary 1940
Maximu
TotaI cretableesmltnp ..............................................
W Ck00
Employer tax ...............................................................
lam-ta ...............................................................
Emp
Old-am leuftt:
4. 20
Ianuary 4O-Autut1M ..................................................
f 10
t mber 10O-August I9M .................................................
7
...................#,
BoptembrriOVJAusust 199......................
.miua
. . B ............................................
aptn bo 154--.
ToW beteo, a yli 1OIB-May IBM:
......
.........................
Oldw benfits...................
....... 23. M
Olde plus wile's breft ...................................

Minimubm

$SO
t 0J
&00
10. (
A 00
S
4.87700
7t 31L.MD

Assumptions: Man and wife attain age 65 In Januay 1940. Man 1Ws no Oarni s
cas covered wages a 65.000 per year for
after 199 in ither case. For maximum
193T-4O ; for iniOtmum cave, wages are $#0per quarter for 6 quarters during iST-59.
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Cass B, relremcn in April 1958
Matitnum

'fo141 artdltabl* c ddno ..........
.....................................
sel-em ltoyment tsi
.........................................................
Oki-at,
beeflt:
Awo' rIM -Ao ",.m w,................................ ............
t*p~tMber i

-AuVM IW ......... .................................

ptmer !S4-

....
Im,*-*
us

qLS w.fe'

ber19*,

.........
e...

............

........................
....... .......

Minimum

t?,
to
18200

W *.
M
1&0*

so, o0

20 00

65.W0

9S. b

M7.CO
1.,g1& 10

MM

3,27.0

4.,25i
O

A-AmtIans; Man amd wife attain ate 6S InApril 1is). Man has 9t1f-mpk>)'ont tiints In 191 and
oI4i0 Inftch ytar for ruidra'w i owe rdKIn ewcb roar for minimum cme, ard be has no trualno
eflter Mtfl irM2.

Senator (twris. MIr.
(o you not. hal lvei to know, or
dot'tlaiT,
Vat you provi us with the number of Civil sorvie, retirees living now
and the nunber who Are Rlso so(Aial Security beneflcinries?
,, rt1"as UIIICo'T0. I peh-onalv (10 not ,ve.it. l)oyou have the
fig.i'o
IV I (irris. would d tloy be suplie(I
Sntor
s
Mr. Mviris. ''htem havo hXI411 tiudhs of this subject 11ade ill soine

rmc'ent year, the last 2 or 3 y',ms, by the ('ivil Servim.o Coimission,
and woca get t-hosv figures for youl.
Senator ( urrl8. All right. I will make my (juetion general. If
Oiuca give us as inch, the benefit, of a summary of 8111 studiosl as
lave been uiadeSeeretary Roiecovm, We will try to get it am current as we cal.

(The information previously requested follows:)

MAr 26, 1901.
3 Myers.
Miemorndum from: Robert
PubJlt: Proportion of civil service retirement annuitants who are receiving
ienefits under the old-age, survivors, and disability Insurance system.
The Civil Bervice Commission, several years ago, made a study that Included
datA on the proportion of annuitants under the civil service retirement system
who were als, rvxhlvlg bettefits tader the old-age, survivors, and disability
insurance system. This study was pmblished In u committee print of the llouse
Committee on Post Office and Civil Service, entitled reportt on Civil Serviee
Annutanlts Requested by (ommittee on Post Offce and Civil Servive, house of
Representatlves," tiated March 2), 1M118. The statistics are on a 10 percent
autuple bists and relate to the middle of 1M)57 kind are in reiqwet to employt4..
annuitants who retired before October 19,56 anul, who reside in the continental
United states.
The to4al number of employee annuitants of all ages in the category dtlw,1Kxd
above was approximately 10,X)0. Of these, an estimated 59,"0O( or 26 percent
also received benefits under the ohl-aze, survivors, nidI liability insurance program. The questionnaire was intended to include only primary benefits (based
on the Individual's own earnings), but It appears likely that a number of survivor beneficiaries were also Included. It the comparison Is restrieted lo persona
beyond the minimum retirement ages under the OASDI system at that time
(35 for men and 62 for women), there would be about 170,000 Clvil service
retirement annuitants Involved, of whom about 85 percent were also receiving
OARDl.benlefltiL
,
,,+D+b
i e*lt,
•
1' I
T 3, M Ru,.
.

Senator Couirm. A few weeks ago I went home and called on an old
friend of mine past 80 years old, living in an old people's lionie, and
I thought he was looking well.
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I tried to eheer him up, but he says, 4I have-been reading these
pers and these doctors are going to Tive 1is live to 1W years of age.
tun pot, so fat from th~pt now."
What is the philosophicatl argument, in favor of reducing the votirement age for men from 05 to 62, separate and almrt,from any cost
itenis?

,"cretary Rimcor. I think the problem we have heM, is that at the

mre-nt time in many areas of the United States, beause of techno.
Logical changes, there are groups of 1*01)1o who am being put out of
work and, ai you state to retrain or bring in a now industry, it Ilow

industry will not. hire the older men.
I ]aye no quarlv with indlustry on this score, because training is
In seeking to build .I now estallishlnent, and to train people they
have i. right to expect, that these individuals will be with them for a

subst[ilitiil lnmbr of years. Con e11ently, the Imople in their six.
ties or late fifties are lindin grat difficulty illn
uding
jobs ait tile
iNk-secnt t ime with IX)ut 5 milhlioi peop le ot of work.
Co m aueitly, since they camiot, fnd it place in the normal labor
market, it,
is my feeling that they should be given the option to retire

at an earlier age than 65.
I have sen this, in my own experience as Governor, trying t) bring
now industry into certain sections of my own State! In talking ta
IDtll1ufactllrers who seek to come in, they are interested in knowing
t ho figures on the lml of labor in various age categories.
Certainly, when they find there is a oo-1 of labor in the early thirties, or up to .10 years of age, this is an attractive thing to them because tiey~know they can put, these people through a training program andare assured of 20 o 25 years of service in their industry,
I believe from my experience thit tle re would be very few mauufacturers coming ihI wit-i a new industry, a new product ani a new
method who would start a training progrn for men ra the age of 60
or 62.
Since we have this basic problem with u asir
q
Na tion coinle oUt
of a recession, that there are fewer people who are taM.back to Work
after each succeeding recession because of teclhilogical inprovement in means of pr-5lCtion. .onseqttetly, I t!ink Oi is;e
a great
problem
we
face
qs
a
society
with
these
older,
ppqo)le
whQ
cannot
fin
work.
Side oit, phil!lW1Ii
iWookilg t,
the other side
P I tllil
it
trag
'
..
for nainy peopiletoday forced to retire .at65, catsise ! kliow,.PeP q

who trove mally, many more good year.-s.
Senator Cuwris. TJqlt is W!v;qt, I was going to
a problem, a social problem, thaimight even b
people who are forced to retirei
Secretary Rmico.
Personally, I think so.
acquaitflncei have6smen meuN whhoat Ceh ,.geo

ask Do&
) we- s6,
-e
called an justice to
In.my wn pers
l
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larg_ companies, vigorous, physically, and mentally, with many,many

good year beore them, I have seen them come up to me during my
terms as Governor and say, "Abe, give me something to do. Twill
do something for the State on a commission or a board. I am not
looking for pay, but I just can't stand idlness."
I have seen men that I have known with an active life just reduced
to taking a walk with nothing to do, completely disintegrating. I
think it is nwary for a man to work.
I think it is a tragedy for a man, when he has nothing constrtc-

tive to do.
Senator Cuim. In other words, the problem of the elderly citizen,
as shown by every conference that has been held on that, indicates
that some of the very important things to an older person, of course
he has to feel loved, but in addition to that, to feel he is needed, to feel
that he is accompliabing something, that he is making a contribution
to the work of the world, as well as to feel that the details of tasks performed each day provide an interest and a fascination and a challenge;
isi't that true t
Secretary Rinioo". I subscribe to each and every word that you
have said.
Senator Cvns. Have there be.n auy statistics gathered on the number of people ho nay be the victims of a social problem of forced retirement beyond or earlier than physiologically they should be, as
compared to the number who'have to retire early because their particular profession or work goes out of existence due to technological
change I
Secretary RmUUoPF. We will try to find out. whether the Labor De.
partment has ever made a study in the field you are talking about..
You have some comment to make, Mr. Ball?
Mr. BAm. Senator Curtis, you can appreciate that it is a very
difficult thing to determine whether the individual retired becAuse
he really couTd not do the job and was partially disabled, or whether
the employer just thought he was or told him he was. And what
figures we have on on this that I am familiar with really are what
you would call self-assessments.
We have asked our beneficiaries in sample studies why they retired,
and we do ltAve some figures that indicate how many because they
reached a compulsory retirement age in a company, although they
nevertheless felt able to go on, and how many felt themselves that
they could not work any more. We can throw some light on your
question, but I am sure you would recognize the limitations of selfassessment.
(The following was later received for the record:)
RZAWNS FOR IIrSUMZX?
We hare no recet Information on the reasons why people retire, but five
sample s zrvs between 1941 and 1951 of retired workers who were old-age and
survivors Insurance beneficiaries suggest that at that time relatively few were
forced Into retirement by employers' compulsory retirement policies.
Following Is a table compiled from data obtained In the 101 national survey
of old-ag survivors insurance beneficiaries (the latest survey of beneficiaries

that included a question on reasons for retirement) showing the reasons given
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by old-age Insurance beneficiaries for termination of their last covered employ-
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Senator Cuirrs. I am older than I was in 1930. There are times
that I have lost sight of that, but I have been compelled to realize the
neesity, so that colors my judgment.
I cannot look objectively upon what I am about to say1 but it seems
to me that whether you take the age 65 or 62 or 70 or whIatever it is,
that what was considered an atc:l man or woman, physically and
mentally, a quarter of a century ago, the fact of a particular age has
not been made constant, has it?
Mr. BAUE. No.
Senator Cuim'. Isn't the individual who is now 05, in geneml, in
better physical condition and mental condition than was, perhaps,
the average 65-year-old man and woman 25 years ago?
Secretary RIBiOOFF. That is probably so. I think while you and
Senator Douglas may not agree on too many things, this is the point
Senator Dougrlas was making.
Senator Curtis I have said this before-I made the statement out in
Minneapolis within the last 2 weeks to the National Conference of
Social Workers-I think that the great tragedy in America is that
we have continued assuming that the Nation of today is the same
as the Nation of 25 years ago and, consequently, we have been going
along on all our social and welfare programs on a 25-year-old formula
that may no longer apply, and that if Irdo nothing else in the job that
I am in at the present time, I intend to restudy every social and
welfare program.
Now, interestingly enough, along that line, Mrs. Roosevelt came up
to visit with me 3 weeks ago and I had the same discussion with her,
and she pointed out to m, the fact that many people take thewbe programs and say, "Thee are the Roosevelt programs and, therefore, there
is something sacred about themI because they were the Rooeevelt pro"
gram s

70"7-l-8
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However, she recognizes, and she wrote about a column she would
write, on how thrilled she was at the thought that the Secretary of
Health, Education, and Welfare recognized the fact that the country
Is changed,
and her
thathusband
the factdidn't
that these
25
years
ago under
mean programs
they werewere
the passed
programs
that must and should continue. I, for one, do not consider that we
should look at every problem as we have looked at it for 25 years,
and I think this is what you are driving at, there is something to
whatyou say.
In the process of looking at. all these programs, I think we have a
duty to look at what you have pointed out. What is the difference
of mankind, what is the differencee between man 65 today and as he
was 25 years ago? This has to do with all our assistance programs,
and I think basically this has to do with social security.
Senator Cuwrs. What do they call the medical practitioner who
specializes in the aged?
Mr. Comms. Geratrician.
Senator CuRTis. 'Now, the geriatricians answer to what is the
Lroper ae for retirement might be quite in conflict with a candidate
tor !he Senate's definition of what Isthe proper age of retirement,
Specially if tle contest is close; is that right ?
Mr. Coiixx. That is correct.
Spe:retary RIncov. That is correct.
9 enator Cu'rrIs. This is one of the problems we have to recognize.
Secretary RimCoF. This is one of tie problems we must recognize,
but I do not consider this proposal as a political votecatelier for this
rea.;on. I (10 not think today that a man 62 wants to retire and get a
benefit. It is my humble opinion, from my experience, that the overwhelming number of people at the age of 62 would much rather have
a job, they would much rather have a full week's pay.
The reason this is important is that I respect your commonsense,
sir, as I think you respect mine, and I think that we look at these
problems the same way.
But the thing that worries me is that if you go into sections in
W'Xest Virginia, if you go into Kentucky, or even go I ml sure, in
sections of your own Nebraska, and certain sections of my own
Connecticut, areas completely diverse, you go where there has been
an industry which has moved out, or where there has been a technological change, and you find that people are thrown out of work,
and many are 60 and 61 and 62. Now, they are in the market conpet ing with men in their 30's and 40's.
I have no quarrel with any manufacturer, any employer, coming
in with a new industry who will hire the 30- or 40-year-old man as
against a 60-year-old man.
What do we do with John Jones, age 62? Ie wants to work.
Ie realizes, even though he does not want idleness, that he cannot.
get a job and not being able to get a job, not being able to compete
with men 25 years his junior, are we going to say to hlial, "I ou just
go on general assistance? "
I say this: I think it is a proper thing to do to give him the option
of accepting a lower retirement benefit. I do not think that he is
going to capriciously take this optioI, because in taking this option he
will get lesser benefits than if he waited until the age of 65. So it
would seem to me that, in doing this, we are not encouraging retire-
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ment. We are giving a man the option himself, and it is my opinion
it will be accepted only after he has exhausted all hope of getting a
job in which he can earn wages.
Senator CuwRis. I agree with you that the rank and file of the
people back home have more commonsense than those of us who are
trying to get their vote.
Secretary Riioorp. That is right.
Senator CuRTs. My point is that there are some unknown political
factors in here that make this system a political system, an dthe more
we can do in actual reality to get out the information as to the type
of a system it is and what it costs and so on, the more we will be
backed by a sound public opinion at home.
I wani to thank you, Mr. Secretary. Mr. Bennett wanted me to
yield to him for a question. I thank you very much.
Senator ]NNI~ T. When we were talking back there about the question of statistics on people who are forced to retire at 65, I would
think the first place to go, the first place to go, let. ie repeat, would
be a study of the pension plans from private industry which required
retirement at that age, and we can some kind of a pattern on
whether that number is increasing or decreasing, because talking
out of my own experience, most private pension plans now are geared
or built in to be parallels to the social security system.
Most private pension plans assume a man at retirement is going
to have so much .security and then we are going to supply the di
ference within a range and I would be curious to know whether the
trend is for more penIsion, more private plans to force retirement at
65, or permit longer service.

Secretary RJBICoFF. Interestingly enough, along that line, Senator
Bennett, there is nothing from statistics that I gather here, but from
my own personal experience.
One of the problems you have is in the executive group in industry
who are forced to retire at 65, to their unhappiness t and one of the
basic reasons why they must retire is the desire of industry to give
an opportunity to younger men to advance into positions of authority
and responsibility and positions of higher earnings'
It is not just the man, who does laboring work. It is a cause of
great unhappiness to many executives who are vigorous i their
mentd capacity and who are forced to retire.
I think some of the saddest cases are friends of mine whom I have
-known for maniy years who have held large important jobs and who
then have to retire at 65 because it is a company policy.
Senator BEx 'r. I had a college president in my office within the
last 2 weeks who reminds me of what a serious problem this is among
educators. Ie, being president, he is allowed to continue until he is
68, but the profe&sors have to go out at 65, and it is interesting to see
out. in the AFar West how many colleges are )icking up these men that
you threw out of the eastern Schools at 65, and give them 4, 5, or 10
years more active work.
Secretary RIicoFF. It is true. I think the University of Cafiforn;a
Law School has been established as one of the best law school in th
country hust. by hiring retirees.

One of my professors, who was a leading expert in the field of trusts,
when I graduated from the University of Chicago in 1933, is still
going full blast at the University of California, and lie is an expert.
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There is a special fund which takes these men, retired at 65, and
rotates them around the country as visiting professors, because they
do have a fantastic store of knowledge. Here again you run up
against a situation of great dissatisfaction on the college level by
assistant and associate professors who cannot advance to professorships.
Senator Bixxn-rr. Senator Curtis reminds me that the college that
fires a professor at 65, arbitrarily hires another professor at 70 under
this kind of a program.
Senator Cuwris. It works out that way.
Senator B Nr.
.r. As long as he did not work for them, he can come
in on an overage basis.
This whole problem of when isa man too old to work is very, very
serious. It,
is hard to reduce it to statistics.
Secretary Riincor. Senator Bennett, I think you have put your
finger on a very, very important point, and we will take it into account
in the studies that we will make on the problem of the aging. When
I say the problems of the aging, I just do not consider medical care for
the age"d under social security as the only problem. Many of these
problems we are going to face as a people are going to take a lot of
thoughtful hardheaded rovitw to sea just where ar we goin as a
peoples and I think that each and every problem that you an- Senator Curtis have raised is a matter of deep concern. I am very pleased
that you are thinking and talking about these problems just as we are

thinking and talking about them. It is going to have to take the
cooperation of all of us to come up with a comnionsense program on
this.
Senator Br.XNN'. There has been only one other thing that has

injected itself into the discussion in the last few minutes, it has been
in the back of my mind without being focused.
I have a memory of the early days of social security. I was in
business, heading a business that had 100 or so employees, and I
remember the feeling then was social security will enable us to retire

some of our older employees so that we can hire some of the people
out of the 12 million unemployed that are still here.
Now, we are here turning to that same philosophy, let us reduce the
age on a voluntary basis so these people who are unemployed in hard
core or for other reasons, can get out of the labor market, and we can
reduce the number of unemployed statistically as well as hire other
people.
a
Is social security now going to become one of the devices to solve
the problem of full employment?
Secretary Rmncorr. Keep in mind these people are presently out of
work.

I would say that the question you raise is one of the dilemmas we,
as a society, lhave to try to solve. It is a fantastic dilemma that a
society such as ours, a productive, a rich society, which keeps on
raising its standard of living year in and year out, in spite of
temporary recessions, nevertheless yet keeps a permanent unemployed
group that gets larger with the passing years.
If we could solve this problem, I would not worry about these other
side problems.
However, I am concerned about the problem of the older man who
is out of work. We do have this hard fact. What do we do about it?
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I would say this is a practical problem that you and I are faced
with and that we have to wrestle with. What do you do with a man
at die age of 62? I would hope that our society was such that we
could keep him working and we could get him a job, but I am concorned because this man cannot find a job. We estimate that this
provision will cover some 560,000 people. If these 560,000 people
cannot get work, what are we going to do with them I
Are we going to say, "Go on up to your welfare offices and ask for
a handout," or are we going to say, "If you cannot get a job and
new industries coming in won't hire you, at least you can have the
option of retiring and-getting OASDI benefits."
Do I have all the ans'wers,-Senator? I do not. I am just as concerned about it as you are.
Senator BENNri-r. Just let me run off at the imagination for a
minute or two. I have been on this committee during the period
when we put in the disability retirement benefit at 50. We have now
taken the age limit off. A man can retire for disability at any age.
We are talking now about optional retirement at 62, and you and I
have been discussing recently its effect, possible effect, on the unemployment situation.
Senator IMartke has been proposing for a year or two that this agm
should be 60. We are now doing it on the basis of reduced benefits
actuarially, still actuarially related to the full benefits.
One of the next possibilities is let us dro it to 60, let us drop it
to 55 let us drop it to 50, aid when you do tiiat, of course, the available benit, is so low that we will put a floor wnder the amount of
reduction the man can take or we will adjust the actuarial basis on
a progressive scale so it won't hit the man quite so hard.
What I am leading up to is,
Are we about to step into a situation
where we will say social security is not merely for the benefit of old
age mid survivors, our social security system must be used as'a basis
to provide statistical full employment by taking people off the rolls?
Is this going to be used as a basis for solving our unemployment
problem?
In individual cases you cAn say, "Yes, this is a fine thing. Here is
Joe, he is 62, and lie has not worked for 5 years. Let us retire
him."
Fortunately, he has got social security, so we do not need to worry
about him. But here is Bill who is 60, and he is up against the same
thing Joe is, let us take care of him in the same way.
I have been here long enough to se these trends develop, to see how
easyit is when you get these notch situations, to push your notch
down a little further, and are we going to wipe out, our unemployment problem by making it, by financing it, under the social security
system V
Secretary RIMCOFF. I hope not. Of course, in every thing you have
to draw a line.
Senator B&Nim-r. No matter where you draw the line there is always somebody outside of it.
Secreary H micor. This happens. But when you talk about
progressively pushing down the eligibility age, I cannot personally
conceive of a society that could exist with a basic philosophy of having everybody retire at 50.
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Frankly, I think people would and up hitting each other over the
heads wi t baseball bats. I cannot see such a society existing.
Senator BENNTrr. I cannot either, and I would hate to be a part
of that society. But let me give you another example that is right
before us.
Last year the Anderson bill in the Senate for medical care started
at 68. T'he proposal this year is to start at 65. We are now going to
reduce the retirement age of men on an optional basis to age 62.
How long will it be before we will say that medical care for the aged
should be related to the retirement possibilities in the social security
pattern, and we will have medical care at 62?
Mr. CoNm. That is why, Senator it is good to stress this as a contributory program. Thie ult inmate sa guard you have against all those
potentialities is that the employer and the empployee have to contribute
to meet the cost under a program that relates the total income aad
the total outpo.
Senator XzwN=T. My idea of contribution is something I myself
take out of my pocket and hand to somebody. It is not, it does not
apply to what somebody else takes out of my pocket, and I think
this is a tax, and I believe the Bureau of Internal Revenue is right
Mr. Conm. You have to change the law then because it says it is the

Federal Insurance Contributions Act
Senator CuwRie. Who told us to do that, Wilbur I I remember the
day it
happened.
r. Corme.
I think it was a good idea, Mr. Curtis.
Senator CuoTas. Well, it happened over in the Ways and Means
Committee, and I was there.
Senator Bnwm'r. We have now reached a point where we have
consumed a lot of time, and the only thing that can save us from onsuming more is the fact that we are approaching lunchtime.
Senator HAwrxi, (presiding). Let. me say to you, Mr. Secretary,
that I have always thought of you as being a practical humanitarian,
and I think I can sham with my distinguished colleague from Nebraska his admiration for you.
I have to admit that I am rather pleasingly SMrrised at the area
in which you find common ground here today. This is rather unusual, to say the least.
I am also interested in something else. The so-called, what I would
designate, the Chairman Byrd-Secretary Ribicoff 7-year plan, which
was enunciated today, I just wonder whether I understood everything
as you said it. I hoped I might have a clarification.
You believe then that the social security program, as far as coverage
in all of its aspects today, has practically reached its maximum, is
that right?
Secretary RiBiooFp. I would say, frankly, we are approaching it on
the basis of where we are today in relation to the $4,80 earnings base.
To me it would seem that the big unresolved piece in social security
is the health cam for the aged. I believe deeply that health care for
the aged should come under social security, and' I hope that even
Senator Bennett and Senator Curtis will realize that this is much
more conservative than the Kerr-Mills bill. It is difficult for me to
understand how a conservative can be for the Kerr-Mills bill as against
social security.
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Senator lBEN mT. This is the same problem we are having with Mr.
Cohen, whether it is a contribution or whether it is a tax. These are
seinanti mt
Secretary Rimoorp. Well, I do not care; you can call it whatever
you want, if you will support the bill.. [LAughter.]

Bu I do think that there s a point beyond wiich you (10 not go
and, to me, I ain talking personally, I would say that when you approach 10 lpereint of payroll you are about reaching the maximum,
Senator IIartke.
However, I do tlink that improvements in it will come through a
realistic raising of the earning base.
I think today $4,800 is not a realistic earning base, but I do think
within those limits you are fast approaching the maximum tax. I
would say in regard to the question Senator Bennett raised about
lowering the retirement age to 50, if I had advocated that I would
resign; I mean, there ae just certain things I do not philosophically
go along with.
Senator HAnrTKE. Yes, I understand what you mean and I think

I understood what you said a while ago about the world markets and
the flow of gold, and concerned about the long-range effect upon the
tax and, as I understand your background and your reputation, you
are also concerned with people.
Secretary RimioF. I surely am.
Senator IIARTK.

We cannot lose sight of the fact that there are

people) and they cannot just be treated us just so many nuts and bolts;
isn't that true I
Secretary RInIcovF. Well, I would say so, definitely. In thinking
about people you have to think constructively.
I am against thinking about people Just in terms of giving them
something. I am thinking about rehabilitation. If a person is crippled and cannot work, put him in a position so that. lie can work
instead of giving him money.
I am worried about the aid-to-dependent-children program because
I fear there will be many cases where the children are going to be
like their parents, and also become public charges.
I want, under that program, to make sure that the children are
self-respecting earners. I am for taking care of those people who,
through no fault of their own,, society cannot absorb or who have
problems. I think this becomes a problem for society.
I think the general welfare clause is a great asset. I think soial
programs are a necessity in a free society. I think it is one of the
greatest dams we have against the advancement of alien ideologies.
I do not think that because you believe that them is a limit you are
not a humanitarian, and I do not believe that if you are a humanitarian that means you are a radical.
I think you have to approach these problems in a constructive way.
I think certain social programs can have a bad effect on society as
well as the lack of any social programs would have a bad effect on
society.
Senator ITARTKi. Let its take those just specifically, Mr. Secretary.
Do you believe that the present earning limitation w'hieh is applicable now to wage earners and not to any people on investment return
is a fair system at the moment?
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Secretary Rimoor. No. I believe some changes may be desirable.

Senator llAm-xz. Do you propose,and do you believe, that the earn.
igs limitation should either be raised or removed or do you think
that an earnings limitation should be placed upon individuals who
are receiving t eir social security benefits and still receiving investInent return, that they should be imposed I In other words, you have
two alternat ives If you are going to make them oqual
Secretary Rruoorw. This is very interesting, because in different
ways. Senator Douglas, you and, I believe, Senator Bennett and Senator Curtis are hittng at the same problem, even though. I think the
three appioaches are different.
Tim problem that I face in this is the cost, the cost of what you
would advocate.
,In other words,your thought is to let a man at the age of 65 draw
Sbenefits and continue working.
Senator TIAwrrs. Now, I am not asking what my thoughts are. I
am asking what the Secretary's thoughts are.
Seerstary Rtatovr. Well, my thoughtsSenator Hj im. Beeus this, you see, Mr. Secretary, has to be
taken within the framework of the so-called Byrd-Ribicoff 7-year
plan; you cannot ignore this. I mean, you cannot ignore the problem
and say that we are only going to deal with cost and just ignore the
problem. That does not elimin te the problem.
Secretary Rmiconr. No; it does not eliminate the problem, but I
would say that cost of the solution has definte bearing on how you
would solve the problem.
Senator HAwfxs. I agree with that.
Secretary Rmio. In other words, there, are a lot of things all of
us would like to do but, I believe, by the very necessity of our society
we are limited in what we can do.
I do not think you can always translate everybody's wish into
actuality because you could hurt a society by doing so.
Senator Hartke, I think you have to weigh each and every one of
m
these things
Senator-U, m i.Let me say this to you, and I do not want to go
into great detail, but I am going to ask you six specific points here
today in line with this philosophy. The No. I point is whether or
not the present earning limitation should be maintained either par04lly, t6taly-I mean as it is today-or removed, or whether in the
Mrnat.ive a third alternative would be to iponsse upon those who
are not wage earners,but upon investment recwipient Secretar, Rmloorr. I think you are talking about two different
things I mean---Senator H{mxx I do not want to confuse you. I do not want to
confuse you. Let me just take it one step at a time. Do you believe
that the present earnings limitation should be retained in its present
form or in a modified lormI
Secretary Rmroon'. Personally I would like to see it changed.
Senator HARTK& All right.
Then comes the problem as to how much it is going to be changed
and what modification is it going to take.
SetretaryRnioon'. That is right.
Senator HARmrI. And in this, of course, there is a cost ultimately
which has to be considered.
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Secretary Rrnxoon. I do think on the question Qf balance you, have
to weigh th general impact on 61r social and econpd66fabc.
Now, if you would say to do this would get us up another 1 or 1
recent of payroll, depending on how-mUch you want to go, I would
b against it.

If you would say you would like to do m amount, and I think this

oould be done by a realistic earnings base for tax purposes of $5400

I think I wouldgo along on part of it. But if you would say keep
the earnings base at $4800 and raise the tax another 1 percent, I would
say no, again because of balance.
Senator HAwrrK. All right. Let me ask you, do you feel that the
present disability provision really provides the protection in the type
of aid which is neceary for what is really not a permanent disability,
I mean lwrmanent disability having lost its real meaning today, but
let us say a long-term disability; do you feel that it is adequate at the
niomentl
Secretary R-mioo,'. Well, I would say this : We advocated the President's posit ion, and yet it met very, very strong opposition in the House
in the Ways and Means Committee and, consequently since successful
politics is the art of the possible, we went along with ie House's point
of view, and because of this we had the overwiielning support of the
Ways and Means Committee on both sides, and the overwhelming
support of the Congress on both sides. I hope I am a practical
Secretary.
Senator HAWrn. Well1 let me say how many new people were
brought in under the disability provisions last year I
Mr. Conign. Under the age of 501
Senator HArKm. The age removal provision; yea.
Mr. ConlwN. Mr. Myers says about 200,000.
Senator JLU WrK.

200,000.

Do yoiv. have any estimate as to the number which would have been
included if it had been modified as proposed by the President nowl
Mr. Corxin. I think 85,000 more woull have been brought in under
the President's proposal in the first 12 months It would increaw
somewhat, I think, after that.
Senator HARTKE. All right. 1A me ask you, Mr. Secretary, do you
believe the present provisions which are applicable to the blind tend
to encourage self-respecting blind individuals to provide for themselves I D you not believe that more liberalization as fhr as the blind
recipients are concerned is necessary?
Secretary Rnixoorr. I will be frank with you, this Is the flriA time
the question of the blind has been put tome. I have not studied that;
I have not studied it at all.
1-enator 1{ArKL&I am sorry. I did bring it up at the list session
and I intend to bring it up in this one in the new bill.
Secretary Rioorr. It has not been put up to me, but if I knew
what you had in mind I would be glad to comment on it. If you would
submit it to me I would certainly give you my personal comments on it..
Senator 1tr-.,iz. Senator Douglas raised the question of increasing
the benefits after the age of 65. Would this not increase costaI
Secretary
GotrnOlr. Yes; it would and I think Senator Douglas
had a good point. The point I raid with Senator Douglas waa the
increased costs. I do not know whether you were her when I gave
the answer.
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Senator HArKE. Yes I was here, and I just wonder how it fits
into this formula when it hit 8 the top.
Secretary RimooFp. It is a question of balance. I think there is a
limit on what society can stand, and I think there is always a line
beyond which you would get resistance even from the recipients.
Because some social security is good, that does not mean that every conceivable concept of socmial security is good, I mean, from the overall
point of view.
Senator IIRAITKE. That is what. I am trying to get down to, specifics,
and that is what I am going into, why I am going into just the six
areas only.
Secretary Rminor. Yes.
The other one is, do you believe the coverage toRIAwrtK.
Senator
In
other words, do you anticipate during the 7 years
day is sufficient?
be in the real of reason an increased coverage 1,
would
there possibly
Secretary RiMncow. You mean the number of people who should
come into itI
Senator HIAwRTY.. That is right.
Secretary Rmicorp. Well, you have got almost everybody now except the medical profession, and I would say that it is my belief that
a majority of the doctors would like to cone in, but. again the AM,
opposes it. Anything that has to (1o with social security is anathema

to the American Medical Association. But I do not think it. reflects the
thinking of the individual doctors, many of whom wouhl like such
protection.
In some polls that. have been taken, there are indications that this is
the sentiment of doctors. But the AMA wields a rather heavy hand

against, it. Then you have other groups under Federal retirement
programs.
Senator IARTRE. DO you feel the present increase which is proposed
to $40 minimum will be sufficient for the next 7-year l)eriodf
Secretary Ritucoy'r. No. We were for $43, and I would say, keeping in mind always the reservation I made to Senator Byrd which is in
the record, that as earnings go up, I do believe that. yoii will have the
earnings base going up, and out of the savings from the increased base
many of the t lings that you have in mind, Senator Hartke, could be
financed.
In other words, I would not object today, because I think it would
be fair, to go up to $5,400; and if you went up to $5 400, that would
bring in an extra $1 billion, the net effect of which is about the equivalent of a quarter of a percent, and many of the things that I think are
good and proper could be done.
Senator HirArKE,. My distinguished colleague from Utah said so
long as the wheels keep on going-I personally feel that not alone are
the American wheels going to keep on going, but they are going togo
faster and faster and greater and greater. I have no fear of the future, but I am afraid that some of the thinking which is evidence in
some of the.e social security hearings every year has indicated thaL we
reached our zenith 25 years ago, and we am trying to hold the ground
where we have been and, frankly, I took with just a little grain of salt
the proposal and the agreement that we had of a top limitation here,
which possibly misinterpreted, there would be a top on any amount at
$5,400 or at $4,800 basic earning or percentage.

SOCIAL 8IDCURITY BENEFITS

107

Secretary Ruior. No. As our wage rates go up, and if our
economy keeps going that way, there may come a time when you go
from $5,400 to $6,000. But I think you are going to have a very
difficult time having social security taxes or contributions, as you will,
above 10 percent, 6 percent on the employee and 5 percent on the
employer. This is my personal reaction.
Swititur HAWiME. Just for the sake of clarification I did not understand you to say that you understand that social security prograims are one of the main tools for the reduction of unemployment.,
id you?
Secretary Rimwor,. No; I did not accept that at all. I was talking about it specific problem we have which, in my opinion, justifies
doing tiis. I did not. accept that at all.
Senator hIAR-iKi. We have the spawning today of new problems
of unemployment aniong our young people very rapidly expanding.
Secretary Rmncorp. This is one of the problems that our Departmont and the Labor Department will be cooperating on in the days
ahead, the training of these young people so they can get obs.
Senator lIARTK1IT. In the testimony which was submitt here yesterday by Mr. Adams from the National Association of Life Underwriters, he made this statement7 that although we are sure that the
committee will check it further that such increased social security
benefits as these individuals would receive under this bill would tend
to be offset, and properly so, by a corresponding reduction in their
public assistance benefit&

If this is true, then it. is obvious that these individuals would wind
up with about the same amount of purchasing power as they now
have, and thus would not be in any better position than the present

t o give impet us to the economic recovery program.
MrV. BALLI. Senator Hartke, in the first 12 months, the House bill
would result in about $780 million more in benefits. In relation to
the point that Mr. Adams is making there, our estimate is that there
would be an offset of about $52 mil ion in public assistance, counting
both State and Federal funds, and assuming that there is a complete
offset in public assistance for every dollar of increased benefits in the
insurance program.
Senator IIAwRxE. Let us come back to the basic philosophy though.
Assuming this is true, wouldn't this be a good thing for society?
Secretary RmncorF. That is correct; there is no question.
Senator "HArxrKE. And remove the cost from the General Treasury
and place it on a taxing or contribution system?
Secretary RiBicoFF. To me it is an amazing thing how conserva-

tive groups, for narrow reasons, make arguments that conservatives
should not make. I am rather surprised and shocked that any conservative would be advocating Pa stem of public assistance or welfare as against contributions by the recipient, because I would say
the latter is a conservative approach, and the other is certainly anything but conservative.
Senator ,ArTs. I might %y to you, Mr. Secretary, I do plan to
introduce this amendment of mine in the committee which I subiitted last year, to remove the earnings limitation which I think is
a gross injustice and discrimination against wage earners in favor
of those who receive benefits from investments.
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I thii* they should be treated equally, and I we no reason why the
that
to pursue
and Ithsintend
of them,
equalgutoreetall
6houl4 not bW
opposes
Department
that
event
the
i
a!
tif
.4 w,
o I e oag the UnN so I just thought that 1 would put you
4hy
.
on ntice on that
I also intend to take it to the floor. I will take it there as long as
~ a.Maybe I oanunot laat te 7 years, but I will try to last; I can
the next 8 years.
8 years,
*theretary
Rnaoorr. I ibnk Senator Byrd may be a lot more optimistic than I am myself.
Senator HAK&. -I am very optjiistio about your 7 years. I have
no further questions.
I want to thank you.
The Senator from Nebraska.
Senator Curris. No; I think not.
I might say, Mr. Secretary, that tle history of the Wocial security
14gislatioa will indicate that some of us who hoped and aspired to be
conservatives have always felt that our aged problem should he solved
under title 2 of the Social Security Act rather than old-age asiistance,
and I was very much interested in your colloquy with Seiiator fHartke.
That is all.

Senator H.ri'KE. I thank you gentlemen for coming and taking so
much of your time, but I hope this proved fruitful to you.
Until
Secretary Rmnioon. Thank you.
1, and the
until
at20
now
are
we
Gentlemen,
Senator ITART"E.
that the
fact
the
to
due
floor
the
on
is
committee
chairman of the
Finance
the
with
do
to
having
bills
some
on
called
being
is
calendar
Committee
N-a have three more witnesses who are scheduled, and I hope we
can in good conscience finish these witnesses by 1 o'clock. I hope
you will"ke-cp this in mind, because if we do not, why, you probabMy
are going to prohibit somebody from submitting his testimony today.
bir. Cruikshank, AFL-CIO.
Will you please identify the parties with you, Mr. Cruikshank for
the purpose of the record, and I would like to say that we ati delighted
to have you here, inasmuch'as you are another authority in the field
of social security.
DIRECTOR DEPARTSTATEMENT OF NELSON H. .CRUIKM A
MRS. KATHERINE
BY
MENT OF SOCIAL SECURITY, ACCOMPANIED
ELIJCKSON, ASSISTANT DIRECTOR, AND LEONARD LESSER, DI.
RECTOR OF SOCIAL SECURITY ACTIVITIES, INDUSTRIAL UNION
DEPARTMENT, AFL-CIO
MAir. CnUIKSHANK. Thank you, Mr. Chairman. I will try to keep
in mind and do my best to keep in mind your injunction about the
t ime. I guess we get hungry, too.
For the record, my name is Nelson H1. Cruikshmalk, and I am director
of the Department of Social Security of the American Federation
of Labor and CIO, and my office is at the headquarters of the AFLCIO, at 815 16th Street NW., Washington, D.C. ,.
I am accompanied by Mrs. Katherine Ellickson, assistant director
by
of our department of social security. I was to be accompanied
be
not
could
illness,
of
Mr. Andrew J. Biemiller but who, on account
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here, and another member of his staff had to pinch-hit. lie could
not be with us, but I am accompanied by Mr. Leonard Lesser, director
of social security activities of the Industrial Union Department of
the AFL-CIO.
We are representing the AFL-CIO tnd urge that you recoinmeid
the House biN11 H.R. 6(327, for early enactment.
We appreciate lhe opportunity to prvsent. our views before this
committee, and we are glad to cooperate with the cominmittee's desire
hearings short so that this much-needed legislation may
keep
the enacted.
to
beMer.
speedily
if my statement in whole can be inserted in the
Chairman,

record-

Sweator ITAIlfTRE. Without, objection, the entire statement will be
made a part of the record, and you may make some comments as you
care to.
Mr. CRuItSHANK. Yes, sir.
So I will try to summarize briefly the points that we are making
here.
Firs, we were very pleased at the President's message recommending the five liberalizations in the old-ar, survivors, and disability
insurance, and we felt they were, on analysis, consistent with the ob.
jectives of the AFL-CIO as set forth repeatedly in our convention
solutions.
Our last convention which met in 1959 passed a resolution covering

many aspects of this, and I should also like to insert the entire text

of that resolution in the record at this point.
(The document referred to follows:)
RUzOLUTiox No. 158.-SocIAL

SrCUrr'r, OL-Ao,

BuvwVIVOuL,

AND

Diamaimry

INURAN0s

Unanimously adopted by the Third Constitutional Oonvention, AFL-CIO, San
F'r. iclaco, Calif., September 17-23,1969
As it ipproacbes its 25th anniversary, our basic social Insurance program Is
providing benefits to an ever-arger number of people and conforming to sound
financial principles. Old-age, survivors and disability benefits now go each
month to nearly 18 mllon people, and most Americans are contributing regularly so that they may have this form of scial insurance.
The Improvement most urgently needed today is the addition of payment for
selected health costs of the aged and other beneficiaries, as proposed In the

Forand bl,:H L 4700. It would assist them to get good health care without

using up their savings or undergoing a means test.
Commercial insurance Is unavailable to most older people, is very expensive,
can be of use to only a mail.
and limited in extent. Blue Crow *andBlue Shield
'
fraction of our older citizens.
The proposed addition of Federal health benefits to the old-age, survivor, and
disability Insurance system is entirely practicaL It would not only save millions
ot families from anxiety, financial bankruptcy, and ieeless suffering, but It would.
also relieve the financial difleiulties now threatening many hospitals and welfare
agencies, both private and public.
The proposals for Federal health benefits made by the For and bill have now
been the subject of special study of the Department of Health. Education, and
Welfare. Although the Eisenhower administration testified against such benefits,
the Secretary of Health, Education, and Welfare In no way suggested that they
could not be administered effectively.
Support for such benefits was presented to the Ways and Means Committee by
Important professional groups as well as labor and farm organulatlons, Nevertheless the American Medical Asooclatlon continues to oppose the bill bitterly
exaggerating its cost, distorting Its effects, and denying Its necessity. These
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are the same arguments that were used in 195 against disability benefits and
that have since been exploded by actual experience.
In spite of the substantial benefit Increases Included In the 1058 amendments
to the Social Security Act, present benefits are stilU inadequate. For low-income
groups, they are pitifully small; for persons with high incomes, amounts are
far below earnings. Many people still find themselves denied payments because
of the law's exclusions or because of overstrict administration of disability
provisions: Therefore be it
Resolved, That we again call for continued development of the old-age Survivors, and disability insurance system to provide more adequate benefits, to
cover more people, especially those not under any form of social insurance, and
to give protection against short-term as well as long-term disability.
We urge the House of Representatives to move swiftly to add Federal health
benefits for OASDI beneficiaries so that the Senate likewise will have time to
approve this essential program in 1900. The Forand bill, 11.1L 4700, provides a
constructive basis through which the OASDI trust funds and contributions can
be used to pay the costs of hospitalization and related types of health care for
the aged and other beneficiaries. Through encouraging prompt preventive treatment, good quality of care, and speedy rehabilitation, a new program along these
lines can remove one of the most serious causes of insecurity and suffering
among our aged citizens and at the same time encourage constructive developraenta in health care.
We urge Congress likewise to enact other essential amendments to the Social
Security Act so as to achieve benefit adequacy and comprehensive protection.
We call attention especially to amendments previously endorsed by organized
labor, such as raising the earnings ceiling In line with rising wage levels,
authorizing the dropout of additional years so that benefits are computed on
the average of not more than 5 years of highest earnings, paying disability
benefits before age 50, permitting women to receive regular benefits at age 60,
and increasing the primary benefit for each year of continued employment past 65.
We reaffirm our previous position that men under age 85 who cannot work or
cannot find steady employment should be protected through more liberal
provisions In regard to disability insurance and through extended unemployment
benefits. Such measures are sounder than reduction of the retirement age for all
men to 60, which would be a great expense to the trust fund.
We urge persons who are supporting repeal of the retirement test, Instead to
join us In seeking amendments that will add health benefits and raise monthly
amounts for the great majority of the aged who are unable to earn more than
theWe
$1,200
a yearthe
now
permitted.
welcome
recent
report of the Advisory Council on Financing upholding
the soundness of the financial basis of the system. We support continuation of
the policy of providing adequate contributions to support the system, knowing
that social Insurance Is the moat economical and fairest approach to providing
payments as a matter of right to replace lost earnings.
Mr. CRUIKSHANK. I do not know whether the reporter has a copy,

but it is right there, sir, a copy of the resolution.

Senator H
E-KE.
It will be inserted in the record.
Mr. CRUrKsHANK. I do not believe it is attached, but if it is not,

here is the full text.

Now, we realize it has been nearly 2 years since this convention action, and there are a number of changes in the situation that have occurred. We are glad that one of our msjor recommendations, namely,
the removal of the age 50 for disability benefits, was adopted by
Congress so that part of the resolution is obsolete.
The testimony also calls attention to the February 23, 1961, action
of the executive council of the AFL-CIO, which ran specifically to the
President's recommendations.
They point out. too, in this statement they point out two of the provisions which they felt merited special support, namely, the increase
of the widow's benefit from 75 to 85 percent of her husband's benefit,
and the proposal to pay benefits for extended disability after 6 months.
Now, we feel that while there are signs of our pulling out of this
recession, that speedy action is needed. 'We are taking the position we
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are with respect to this particular proposal largely on the basis that
it was presented by the President, that it is geared to the present
emergency.
There are many provisions of social security we would like to consider and have this committee consider at the appropriate time. We
are willing to postpne those and support the present bill in the form
the House passd it because we feel that while it does not meet all of
our objectives, there is nothing basically wrong with it, and it will be
a long way toward meeting very urgent needs.
This is especially true with respect to the widow's benefits. Th1
increase from 75 to 82 , percent, while it does not go as far as the
President's recommendation is important.
We would hope that the whole amount originally requested might
be restored, that we go to tie full 85 percent.
Now, in our testimony we point out that we are not at this time calling for improvements beyond those of the emergency nature, but we
have subnutted a number of considerations, a number of them, incidentally, running right to the points which you have been discussing
with the previous witnesses, the Secretary of Health, Education, and
Welfare, and we are not calling for action on those points now, but
we do emphasize here the fact that the Congress has been very wise
in never taking in the history of social security legislation actions as
if they Nwere in a vacuumi.
They may be emergency act ion such as that one now proposed, but
Congress is wise in considering even emergency actions 7itle light of
their long-run bearing on the welfare of the beneficiaries, both present and future contemplated beneficiaries and their effect on the soundness of the system.
The reason why, for example, we feel it is simply not wise to pay
those benefits out of the reserve fund which could be done, but the
financing provisions are put even in emergency action of this kind so
that the actuarial soundness of the system is maintained with respect
to emergency action.
.'Now, there was much discussion here, and we deal with it at some
length, and we hope the comnuittee will in their considerations of this
measure, and take that into full account. We make a fairly long discussion of the bearing of the $4,800 wage base ceiling and its effect
on the long-run aspects the system.
We show h0.w tids rather artificial ceiling-it is artificial now, and
rather arbitarary-it is hard to find any rationale at the time, at the
present time, for setting a $4,800 increase, but this artificial ceiling, an
arbitrary ceiling on the Wage base on which both income and benefits
are based, has a bearing upon the wage related nature of our system,
and table I on top of page 4 shows that after the $400 top increase or
the $400 earnings level, the benefits are frozen at that level, so that
the relationship of the benefits to earnings falls off sharply after
that, and we point out also how the House bill would increase benefits
at the lowest end of the scale to 80 percent without improving .the
other ratios, and we are simply calling attention of the committee and
the Congress to the fact-that this does have a significant bearing on
the long-run operation of the system.
We are also commenting on this last point that was discussed, that
the raising of the minimum benefit, if it is designed really to help poor
people rather than to relieve the burden of other taxpayers, the public
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assistance program should be strengthened in a mnpner that will
assure actually and in fact. more adequate standards for persons who
must tr to it as a last resort.
We comment further, beginning at the bottom of page 4 rf our typed
statement, on the earnings base ceiling, and show how it has lagged
behind the rise in wages that ims taken place over the period in which
the system has been in effect.
Table 2 for example, shows the proportion of wages in covered
employment that is not now taxed because of this arbitrary limit,
and you will notice that it begins to inciease sharply there with 1955
when the earnings base, in effect, was $4,200, and only 50 percent or
as much as 50 percent, compared to leas than six percent of wages
that were not taxed when the system began, and that it has risen
fairly steadily except for a dip in 1959 when the base was increased to
$4,800, to now 59 percent, close to four-fifths, close to three-fifths of
the wages in covered emiployment, not being taxed, and are not used
then as a basis of benefit computation either.
So we conclude that this earnings base is really outdated and we

trust that while we are not calling for a change in it at this time

important as it is, let us get this emergency legislation through and
get these benefits out to the people as a part of fielping get increasing
purchasing power to help lift us out of the recession.
Table 3, we think, is a very important presentation of the important fact as it sets forth the percentage of total earnings in covered

work in excess of the earnings base, and, therefore, not taxable.

It runs to the same point that table 2 does, that illustrates in
another facet and another way.
When we started we taxed practically all earnings. We were just
really exempting those at the very top. Now we are not taxing the
more significant portions of the earnings, so that I say the $4,800
increase now has a historical basis, but it does not really have a
rational basis at the present time.
We cite the fact that criticisms have been made that the social
security tax is regressive because the wage base ceiling exempts part
of the earnings of the better-paid people.
Well now, to the extent that that is true, it can be corrected not
by departing from the social insurance principle but by lifting thpi
arbitrary, ceiling and inoving itup to removing these limits, ands
the Adisory Codncil on SocIl Insurince Financing reported in
1959, the statutory council that reviewed this, rhade-up of businessmen, labor people, and fiscal experts, pointed out there is an element
of progres.ivity in the social security tax, and that element of progressivity is improved and enhanced every time you raise the wagease ceiling.
So the argument against the regressive nature, so-called, of the
social security tax is one that can readily be corrected.
Ve talk about the timing of the contribution increase. In the
president's message he recommended that the tax increase beme
effective
19063 rather than 192.
Now, we would hope that this could bi 10tMOAd and we feel th"a
!g

.

uv

as long as specific provisions for raimio the n

atid'

ry revinues-are

included in the bill, such a postponement ould represent no departure
from the congressional precedents as to assuring the actuarial sound.
ness of the system.
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Tit is, to be sound it does not have to go into effect just this year.
We have from the very beg.inning had a.r"le of contribution rates,

tax rates, that are stepped in a matter of time, and as long as the
actuarial balance is maintained it is not neesary to put in those
tax increases as of this year.
We believe that geared to emergency legislation of this kind, that
it was appropriate not only to get out a inmuediate payment of
benefits but ao to postpone the increased tax.
So we think it, would be consistent. with the objectives of the

entire measure to restore tlhiat provision
Now, in conclusion we just note that the hearings are now st in
the House for the addition of health benefits for thie aged and, as

Secrtary Ribicoff said, any of these provisions have to be considered

in terms of all of the neces-ary provisions that are'so badyly needed,
and we only wish to point out from our point of view tlese are the
most, urgreit and nocaeary changes in social security, and we am
supporting this proposed measure now, but taking fully into account
the fact, that we are also urging the addition of health care pro.
tedion for older people under the social security system, and we
hope to be back here at a later date to urge and to present our reasons
for the stipport of that legislation.
That sii, is a brief summary of the statement which I would hope
your committee will have time to study in more detail.
Senator HmarKz. Thank you, Mr. Cruikshank. I have no questions.
I want to thank you for coming. We will be delighted by your com-

igin.
Thank you.
(The prepared statement of Mr. Cruikshank follows:)

W. CRuUM1AkN
SJwsiwrt

or Nusoz H. CaSuzSaAIK, D35ra, DAnuzxMvr or SocrAz Seu.

my, AFL-CIO, ixi BrSuvTr

or HR. 6027 PwvznwNo lu, ovasrmm xir Oo.ADoz

Suanvoss, AnD PDJ[eLTY hNeU-IaiiOK

My name is Nelson EL Crulkshank and I am director of the Department of
Social Security of the American Federation o Labor and Congress of Industrial
Orgenisatlons. My office Is at the headquarters of the AFL-CIO, 815 16th Street
NW., Washington, D.C.
I am accompanied by Mrs. Katherine Ellickeon, assistant director of our
Department of Social Security; Mr. Andrew J. Blemiller, director of the AFL010 Legislative Department; and Mr. Leonard Lesser, director of Social Security
Activities of the Industrial Union Department of the &FI,-CIO.
We are representing the AFL-CIO to urge that you recommend the House
bill* LI.L 6027, for early enactment. We appreciate the opportunty to present
our views before this committee, and we are glad to cooperate with the com.
mittee's desire to keep the hearings short so that this much-needed legislaUon:

may be speedily enacted.
The AFb-0IO welcomed President Kennedy's message o February 2 recommending five liberalizations In old-age, survivors, and disability lnsurape, to
become effective April 1. as a way Of meeting pressing social needs and providing

an urgently needed stimulus to the economy. The President's proposals were
consistent with the objqeiyes of the AFI,-0I0 as set forth repeatedly in convention resolutlon.

Or W4,convention, In 10,

gain called for continued devel-

opment of the olp
OifIwvqrws, and dlsbilIty insurance system to vmvW more
more people, eqdmlly those not under any form of
adequate bxisWf
social Insua4 t9 sive protection acklast shertterm as well as lomstuu
disability.
For the Informatlop of the committee, I would like to have the full text of our
1059 resolution on old-age, survivors, and disability insurance included in the
record at the conclusion of my statement.
70287-61-9
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It has been nearly 2 years since that convention acUon, and certain changes
In the legislation situation have, of course, occurred. We are gratified that
our objective of removing the limitation of the disability program to age 50 has
been attained.
The AFLr-410 Executive Council, which acts between conventions on policy
issues, last February 23 commented on the President's proposals, incorporated
in his economic program. The council stated:
"Of the President's proposed changes in the OASDI system, two especially merit
support both for humanitarian reasons and to add to the purchasing power of
the Nation, The increase in the amount of the widow's benefit from 75 percent
to 85 percent of her husband's benefit would bring Immediate, substantial aid
to nearly 1.5 million individuals for whom the social security system and private
pension plans are especially inadequate.
"The proposal to pay benefits for extended disability after 6 months rather
than on the basis of the present very stringent definitions of disability would
make the program for less complicated in administration as well as extending
benefits to some 85,000 of the disabled and their dependents.
"We believe, further, that the present $74 per month average retirement, benefit
is grossly inadequate and that not only the minimum but the general level of
benefits should now be raised both to provide more adequately for the needs of
retired workers and to make a larger contribution to the purchasing power
needed for recovery. Increases in benefits can te financed In large part by
raising the ceiling on taxable wages above the present $4,80?.
"Furthermore, we urge these long overdue beneflt improvements not be permitted to delay early action to meet the imperative need for medical care for the
aged under the social security system."
Despite signs of mild economic Improvement, speedy action along the lines
recommended by the President and endorsed by our executive council is still
urgent. Roughly 7.7 million more Jobs are needed Just to reduce unemployment
to a 4.percent rate by the end of this year. No prospects for Job-creating economic activity of this magnitude are In sight.
Because of the urgency of the need and because the objectives of the Housepassed bill (J.IL 6027) are consistent with those supported by the AFL-CIO,
we urge the speedy enactment of this measure. There are, you will note, a number of more basic and far-reaching improvements in the social security program
which the resolution passed by our convention calls for. This resolution, how.
ever, was not geared to the specific and limited needs of a recession period. It is
for this reason that we urge now the adoption of the more limited improvements
provided In HR.. 6027 and agree to the postponement of consideration of the
more far-reaching proposals which we and others support.
WIDOWS

WzFINTt

The increase in the amount of the widow's benefit from 75 percent to 82%
percent would be of immediate advantage to more than 1% million aged women.
As of December 81, 1060, the average widow's benefit was not quite $58 a month.
Thirteen percent of the widows received only $33 or under, and 20 percent received
less than $40 a month. Moreover, relatively few private pe.i-on plans make
anything like adequate provision for widows, and many have none at all. We
would prefer that widows be paid 100 percent of the *primary benefit amount,
but we realize that your committee is not considering improvements of this
magnitude at the present time.
While, as I have indicated above, we are not at this time calling for Improvements beyond those of an emergency nature which are contained in the House
bill, we deem it appropriate to comment on the bearing these Improvements
have on the long-run fiscal soundness and adequacy of the social security system.
The history of social security legislation In the past emphasizes the wisdom of
Oongreze making specific changes in the light of long-term considerations.
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We believe, for example, your consideration of the minimum should include
attention to the present earnings ceiling of $4,0 as it affects both benefits and
contributions. When the minimum alone Is raised, without other improvements
in cash benefit amounts, It represents a further departure from a d.irectly wagerelated benefit structure. We do not object to having the benefit formula and
the minimum benefit allow low-income people to receive a relatively higher per.
centage of their covered earnings than is payable to persons with higher earnings.
Social insurance differs from commercial Insurance precisely in this Important
concept of relating payments to the presumptive need of broad categories of
Individuals.
ut there is a point at which a question does arise as to the effect on the
system of substantially lifting the floor without at the same time raising the
ceiling which is preventing many higher paid workers, including many of our
members, from realizing tLo security which they seek.
At the present time the person whose average monthly wage Is $50 has 66 percent of that amount paid as a benefit. The person with $100 of average monthly
earnings receives 09 percent. But the person with $300 receives only 35 percent
and the person with $00 only 25 percent. Further details appear in table 1.
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The House bill would increase benefits at the lowest end of the scale to 80
percent without improving the other ratios.
Because benefit amounts have been so low, the large proportion of the persons
now receiving the minimum benefit are having to supplement it with public
assistance. An increase in their OABDI benefit amounts will not be refleced
in more adequate levels of living since under the public assistance rules, their
monthly public assistance payments will be reduced accordingly. The effect
of a higher minimum benefit In such cases is merely to shift part of the social
cost from general revenues to the OAaDI trust funds.
If the result is to really help poor people rather than to relieve the burden
of other taxpayers, the public assistance program should be strengthened in a
manner that will assure more adequate standards for persons who mu. 't turn
to It as a last resort. Another theoretical possibility would be to attc-mpt to
assure that the increase in the minimum benefit is not offset by lower public
Assistance payments, but this approach has not been judged practlc.l in connection with past proposals of a similar nature.
THE HEARINGS BASE CEILING

The level of the ceiling on earnings (the wage base ceiling) is lagging badly
behind earnings levels. For more than half of regularly employed men, this
means a loss of wage credits that could be counted toward higher benefits. In
1938, 94 percent of all regularly employed men In the 9ystem received credit
for all their earnings even though the ceiling was then 4,000. The equivalent
figure for 1960 was 48 percent and in 1961 it is estimated to be 41 percent
<table 2).
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TAsaz 2.-Relation4shp of coamning base to total annual earn(ngeI of regularlV
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The outdated earnings ceiling means a large lose of revenue to the trust funds.
In 1938, only 7 percent of total civilian wages and salaries In covered work
were not taxable for OABDI purposes. In 1961, it is estimated that the pro.
S rtion not taxed will be about 22 percent. For all earnings, the estimate Is
percent Thus, the proportion of total covered earnings not taxed is higher
than ever before. (Table 3.)
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Ia 18, total taxable payrolls In covered civilian wage and salary employment
ware $183billion. Payrolls above the $4,800 ceiling amounted to $48 blUlon. If
tbe
bad been tax at the 6-percent rat, the trust funds would have had
an
iot lontacome of more thaa $2% billion.
In the Senate last year It was argued that the social security tax was regressive
because the wage base ceiling exempts part of the earnings of better paid people.
If the ceilng were removed entirely, the basis for the charge would be eliminated.
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The higher that ceiling, the less validity there is to such a criticism and the less
need for a heavy tax on low.incomne groups. The current schedule of eontribu.
tion rates would, In fact, be lower Ifthe ceiling had been luereased as we requested
earlier.
Jn summary, a higher earnings ceiling would strengthen the wage-related features of the system, permit wore reasonable benefits to persoits at higher earnings
levels, and permit a reduction in contribution rates,
TIM.NO 07 ooFratmroiw INCMZAHZ
The President wisely rtiommended that the tax increase eeomn effective In
IfMi3, rather than 16I'2, as a means of helping to stimulate consumer purchasing
isower and rapid expansion of economle activity. The louse changed the date
to 19M2. In view of the continuing high level of unemployment and the serious
gap between our economic im~tentialltles and actual levels of production, wve recommend that your committee give consideratiou to post wning the collection of
the additional revenues until tiS.
As long as Slpeifle provisions for raising necsary revenues are included In
the bill, such a postponement would represent no departure from congressional
precedents as to assuring the actuarial soundness of the system. A later step-up
in contribution rates has been part of the system since Its inception.
The sooner the Improvements In OA1DI which are contalued in 11.1t. W27t are
enacted, the slpedier the flow of increast-d purchasing power Into the hands of
persons who need the money and will spend It. We therefore urge early and
favorable action on the measure now before you.
)ImALTiI

kNiirI5

IVU THE AGM

We are glad helarligs are now scheduled In the I1ouse on the addition of
health benefits for the aged, to the social security system, And we antcllmte that
olmullar hearings will be held by your committee so we will have a chance later
this year to present our views on this all-important legislative proposal.

Senator IIArTK& Mr. E. Russell Bartley, Illinois Manufacturers'

Association. Good afternoon, sir.
STATEMPM OF E. RUSSELL BARTLEY, DIRECTOR OF INDUSTRIAL
RELATIONS ILLINOIS MANUFACTURERS' ASSOCIATION

Mr. BAjrrLzy. Thank yo1. Mr. Chairman and members of the committee, my name is E. hiuw.ll Bartley. I am director of industrial
relations for the Illinois Manufacturers' Association, Chicago, Ill.,
and I am appearing here on behalf of the members of that association.
The Illinois Manufacturers' Association embraces in its membership
of 5,000 industrial firms practically ever) representative manufacturing firm in Illinois-large, small and medium sized-engaged in
a wide variety of production.
Wo have carefully considered and are vitally concerned about the
proposed amendments to the Social Security Act, as embodied in H.R.
6027. Tie IMLAt is concerned primarily with the serious implications
of those changes relating to the reduction in the benefit eligibility ag
for men from 65 to 62, the increase in the OASDI tax rate on both
employee and emnployer, the liberalization of the insured status requirements, and the Increase in the widow's, widower's and parent's
benefits.....
.
I
LOWenei t

AOGE REQUIREMENT FOR ME N

We are not ini accord with the proposal that the age requirement

for the payment of monthly benefits to men who are msured workers
be reducd frorn 65 to 62 years of age.
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Social security is primarily a progr vm to pay benefits to the aged
when they can no longer support themselves by working. The proposal for lowering the age for men is apparently intei(ed to induce
men as well as women to retire early. Advances in medical science
have enabled men and women to live rnd work longer.
This proposal runs counter to the increasing life expectancy of
American workers. Premature retimement is not in the betinterests
of the pwple concerned and this is :kot the time to induce individuals
to retire early.
Wlien I appeared before th;s committee in February 1950, I made
the followii)g statement, speaking in opposition to reducing the eligibility age for women from G5 to 62.
We believe that this provision would soon be followed by demands to reduce

tho ago requirement for men to 62 years and eventually for a further reduction

from 02 to 00.

The first part of this prdiction has now come true. If the eligibility ago for men is reduced to 62, we can anticipate that in a short
tine, there will be demands for lowering the eligibility age for women
to 60 years. The same arguments used in 1956 would be used; naniely:
Wives are generally a few years younger than their husbands; It is more
difficult for older women to find jobs than it Is for men; and many widow's have
never worked or have not had recent work experience.

Then in a few years the downward spiral would be continued and an
eligibility age for men of 60 years would be proposed and so on.
Concerted- efforts are being made to encourage the employment of
older persons. At the White House Conference on Aging which was
held in Washington in January 1961 and the State and regional
conferences which were held in 1960, it was emphasized that employment of older persons is importat for their self-support, independence, healthful living, and self-respect.
State legislatures have been concerned with legislation condemning
age discrimination in hiring. For example, the Illinois General Assembly created a Commission on the Aging and Aged to study the
problem and to recommend legislation. This commission has made
several recommendat ions, which included (1) the encouragement of
employment of older workers on the basis of merit rather than on
the basis of age; (2) encouragement of business and industry to set
aside certain kinds of jobs which can readily be performed by older
workers and urging employers to employ such older workers; (3) elimination of compu sorry retirement ages in private industry and government, and (4) establishment of flexible retirement plans based
upon the ability and desire of the older worker to remain employed.
IMA supports these recommendations.
The U.S. Department of Labor and the departments of labor and
public employment services of the various States and other agencies
have established extensive, coordinated programs designed to encourage and give leadership to assisting older workers to find jobs. Yet,
you are considering legislation which would discourage the employment of older persons and encourage their early. retirement. It is difficult to justify havig some Government agencies working to encourage the hiring of older people while at the same time another Federal
agency is urgimg legislation which would have the effect of promoting
early retirement and discourage hiring of older persons.

SOCIAL SECURITY BENEFr1

119

This proposal would make it more difficult than ever for men aged

62 and over to find and keep jobs. Some employers might use the
earlier retirement. age as an excuse for retiring men earlier, even
though they might 1w in good physical condition, and have a desire or
need to continue working. It. would result in discrimination against
men who are seeking employment and result in unemployment among
older men, whether or not they are eligible for pensions.
Employers who have letireinent programs for their emplovees would
have to reduce the eligibility for pensions to age 62. 'is has been
true in the case of women since the eligibility age was reduced to 62.
This would increase the cost of private pension plans and would tend to
curtail the adoption and extension of such plans.
The proponents of lI.R. 6027 argue that. the retirement age of 62
for men should be adopted in order to provide payments to men who
are unemployed an(I who find it diflictult to find jobs. This is a new
angle which has no place in the OASDI program. The unemployment, compensation programs of the various States provide benefit
p payments for unemlfloyed workers of all ages. OASDI should not
be confused with unemployment compensation. They are two separate and distinct programs and should be kept that way. OASDI
should not be used for pump priming as a cure for a temporary business recession.
A now definition of when men become old would inevitably affect
old-ago assistance programs of the States and the Federal Government, and could result in unanticipated cost increases and less adequate
payments to those in need.
INCREASE IN

WIDOW!8, WIDOWER'S, AND

PARENT'S BENEFITS

H.R. 6027 would increase aged widow's, widower's, and parent's
benefits from 75 to 821/2 percent of the workers' retirement benefit-a
10 percent increase in benefits for these people.
This proposal would create inequities in the amount of benefits paid
to widows as compared to the benefits to which retired working women
are entitled. Under the present provisions of the law, many women
in the latter group did not earn sufficient wages to entitle them to
benefits in an amount equal to those received by widows. The proposal under consideration would widen this inequity. This proposal
is one of the most costly provisions in H.R. 6027 and it is not justified.
CHANGE IN TIE INSURED STATUS REQUIREMENTS

This bill would liberalize the insured status requirements so that
a worker would be fully insured if lie has one quarter of coverage
for each year ela sing after 1950 (or after the year in which he attained age 21, if that was later) and up to the year of disability,
death, or attainment of age 65 for men (62 for women). Under
present law one quarter of coverage is required for every three elapsed
calendar quarters.
In 1960 this provision in the Social Security Act was changed from
one quarter of coverage for each two elapsed quarters after 1950 to
one covered quarter for each three such elapsed quarters. This
change only took effect on October 1 1960, and there is no logical
reason to change it again. H.R. 6027 proposes to reduce the eligii
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bility requiremelt by one-half within period of a few months. This
is unfair to those who have been paying social security taxes since
the inception of the program in 1937. Benefits are now being paid to
persons who paid a very small amount in taxes.
A man who is 65 years ofa and who has worked in covered employment during a total of ofny 6 calendar quarters and has earned
as low at $50 per quarter or total earnings of $300, can at present
qualify for benefits of $33 per month for ih rest of his life. If his
wife is 65 their total benefits are $19.50 per month. If they live until
age 85, they can draw a total of $11,880. And they caii get this largo
amount notwithstanding the fact that only $6 in social security tax
was deducted from his paycheck. There is no justice or logical reason
for this kind of gLnerosity. 1I.R. 6027 propose, that such a windfall

is not generous enough. and that the minimum benefit amount should
be increased from $33 to $40 so that this couple could receive $00
per month for life, or in one month they could receive 10 times more
than the total taxes paid to qualify t'hem for this pension. This
certainly is unsound.
WOUD GIMIATLY INCRtEASE COSTS

Now let us consider the ever-increasing costs of the OASDI program. The Congress cannot grant these additional benefits to recipients without extracting the funds to pay for them from other citizens.
Each move to make benefits bigger or easier to obtain brings the
Congress face to face with the need to make the social security tax
stillhigher.
Repeated increases and extensions in benefits could very well endanger the whole social security program by adding additional costs
which might jeopardize the availability of benefits in future years
for those who are really in need and ;Ao have been paying into the
fund for many years. People are now wondering whether there will
be any money left for them by the time they retire. The whole history
of social security has been to make it more and more liberal and more
expensive.
As the law now stands, the tax on both employee and employer is
3 percent, or a total of 6 percent. It goes up to 7 percent in 1963 and
finally to 9 percent in 1969. JT.R. 027 would raise the tax to 61/4
percent next year and finally to 91/ percent in 1960. That is not the
end. If the practice of liberalizing the law is continued, the tax will
continue to increase until it will be unbearable.
I have a quotation which Secre.ar Ribicoff gave on "Meet the
Pres" program, and he has confirme d3 this opinion here this morning that we are reaching the maximumt which we can charge in social

security taxes.
Many Members of Congress desire, I understand, to reduce the
income tax for the lower-income groups. Actually the social security
tax paid by many people is much higher than their income tax. In
fact, in certain family classifications there is no .incmnetax liability
but the social security tax is as high as $144 per year. The social

security tax is levied on gross pay up to $4,800 per year, without the
deductions or exemptions such as are allowed in computing the income
tax. Increasing the social security tax for these same people is paradoxical. The way the pension costs are rising, the social security tax
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threatens to become the No. 1 tax problem for many millions of peo.
pIe. It will edge the income tax off the center of the stage.
IThe
ultimate burden of OASDI costs might exceed the willingness of
future generations of American peoplee to support them."
The old-age insurance system is not insurance. It is an actuarially
unsound system of Federal grants. Insurance is based upon pre,
miums which bear a. direct relation to the benefits accrued. The
social security tax bears no relation to benefits. No one pays enough
into the social
security till to provide the benefits he is promised hy
law. His employer's tax payments, added to his own, are not sufficient.. The proposed amendments would put the system on an even
more unsound basis than it is now.
The social security law was enacted in 1935, and has been amended
every 2 years since 1950. Now further drastic changes are under
consideration only a few months since the 1900 amendments became
effective. There is no need for sweeping changes in the law every 2
years, and they are now getting more frequent,. We believe that the
situation is getting out of hand. We are alarmed when we envision
the end product of these intermittent and piecemeal changes. The
insidious growth and extension by little steps on many different
fronts and further pyramidin g of the costs must be stop pel, or it will
pose a serious threat to both the Nation's economy andthe morale of
the people.
The Illinois Manufacturers' Association believes that the changes
in the Social Security Act which are proposed in H.R. 6027 are
unsound and undesirable. We respectfully submit that H.R. 6027
should be rejected by this committee and by the Congress.
Thank you.
Senator HAirrz. Thank you, sir.
Dr. Russell Egner. Good afternoon, sir.
I will say to you that I am now intruding upon a 1 o'clock engagement that I have so I would appreciate as much brevity as we can
have, sir.
STATEMENT OF RUSSELL FORREST EGNER SILVER SPRING, MD.
Mr. EoNErn. I was going to address the Chair as the honorable and
patient chairman.
Senator -ARTKE. Maybe I am not so Patient.
Mr. EoxNR. I shall be as brief as possible.
In my opening remarks, which are not on my address, may I say
that I represent myself and the people, although they do not know
it at this time. I am a doctor of ,hiloso hy and not a medical doctor.
I think, perhaps, that should be clarified.
This newly proposed legislation on social security is wholly inadequate in many ways.
On pages 2 and3 of the proposed H.R. 6027, reference is made to
sections 102, 2, and 216, which have to do with reducing the age
limits with reduced benefits. Men may start to receive reduced benefits at the age of 62. Living costs have increased in the past year
and will probably remain at,the same levels; therefore, people need
more benefits, not less.
It also appears that the a pan age of man is being increased because
of improvements in medicaland other sciences to mankind. We live
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longer than in the pust, and have reason to feel that the span age
will be increased rather than lowered. We remain younger longer;
but, irreslctive of this progress, this legislation proposes retirement
at 62 instead of 65. The proposed amendminents want to make us older
sooner. Why? The motive behind this legislation is hardly for the
benefit, of the older people, but isdesigned to make jobs for the young
people. No0w, we (to want fill of our young people employed, but not
at tile expedite of the older people andby hoping that. those retired at
01 can live on $100 a month in this day and age.
This legislation is to make people older much sooner, rather than
young cr, as is the case in an advancing civilization. We all know too
well tio familiar saying, "Smart toolato and old too quick." If we
are a leading and best society we will reverse the old slogan and become "Smart more quickly ana later old."
The people are not going to be fooled with these proposed solutions
to our needs; I (1o not beheve our society is on the rocks and receding
backward, making it impossible to provide for old age.
Congressmen do not appear to want tA) retire at 6'2. I find that tiey
stay in Congress up to the seventies, the eighties, and oven tin nmneties.
We need the wisdom and expe.rience of the men and women over 62,
both in the Congress and throughout. the Nat ion.
The proposed amendments for widows, on pages 20 to 24, dealing
with sections 104 and 202, will raise the benefits for widows. Tie
allowance is a pittance however, and does not adeuately provide for
them. When the breaAwinner is taken away and incomes discontinue
for the wife and family, there is no justification for cutting the beliefits for the widow. N' should receive at least as much as both have
coming, or the full benefits.
The , allowing incident, of which there are many, recently came to
my attention. I talked with a widow at one of tho many Social Security offices; she said she was in turmoil. Her husband, over 65, passed
away; they had been receiving approximately $140 per month in beuofits. "Now" she said, "I am alone, and will receive only around $85
per month; [ cannot live on that amounL"
She continued to explain that, if she went to work and earned over
$100 per month, she would lose her social security benefits. She said:
"I cannot work and cannot live on the social security." This is a pitiful and shameful condition the people face; there is no excuse or alibi
our Government can make to cover up the inadequacy of this system.
The question about the rate of tax, which aplsars on pages 26 and
27 and relates to sections 3101 and 3111, enters into the problem, we
are told. It will be observed that the tax rate to both employer and
employee will be 3% percent each, or a total of 7/ percent during 1963
and 1965, and 4% percent each or 914 percent, by 1969; still the restticticons to those already paying remain the same.
It is appalling to find out at the age of 65 that one cannot earn over
$100 per month or $25 per week without losing social security benefits.
Few of the 75 million people who are paying for old-age benefits know
what is in store for them when they reach 65 to sa no more about 62.
I have talked to a sufficient number of the 1W million people who are
over 65 to know that they are rightfully disgruntled and unhappy
about their benefits. Public sentiinent in this wealthiest country in
the world will not regnain quiet about the evasive system in operation.

SMCIAL SECURITY BENEFrM8

123

Times have changed since the inception of the social security system
back in 1935. A primary motive which prompted the inauguration,
we are told, was fiulty In the first place; we can all know that an
objective was to retire older people to make new jobs for the younger
unemployed. In a small way, the system sought to prevent starvation of some unfortunate people.

The Government employees and some fortunate industrial workers
pay from 6 to 7 percent of their earnings toward retirement, but, will
receive one-half of their per year income upon retiriment, without
any restricdionis about earmn'ig what they can after 65. The Congressmen have a similar protective system.
The social security system will be exacting from 71/ to 9A percent;
still the people receive less than half of what they earned per year.
Mfy emphasis is not. upon the amount they will receive, but the fact that
they are unjustly limited in earning over $100 per month or lose their
benefits. This provision represents unwarranted reginiontation, and,
needs to be removed.
Our Nation can afford to take care of old age in a dignified manner
without additional taxes. It is time we takocare of our needs, and stop
our infamous militarism through the world. If, after our people are
properly taken care of in old age, we do give attention to the nieds of
bakward nations by helping to raise their economic standards, we
will be honored for so doing. We will then be respected for what we
preach as a leading nation in the world.
Yes; we have billions for war and handout purposes, but nothing
for our older people.

A few billions of our high-tax money should

apply to support old age. Our Government assumes some responsibility for this necessity..
Not many people who reach the age of 65 have laid away enough
money for incomes which together with social scurity, will enable
them to live respectably. They are not now permitted to stay in bliness and earn over $100per month and benefit by what they have paid
for anticipated social security.

The incentives of our young people are not stifled because of oldage security. Those people who want more than can be had after 65
will forge ahead in their younger years. There is plenty of room for
the ambitious who want to rise, as many will do. The 80- and 90-

percent tax structure is the greatest deterrent for young people to get

into the million-dollar class.
The old people in the richest country in the world for the rich
should not be throttled down to live in poverty, or made to look for

sidewalks to repair. The people, upon realizing the deplorable situation, will respond vigorously to UIve just representation; I trust that
this mild appeal will be recognized in action.
It is my recommendation that tie following amendments be made to
the proposed legislation:

(1) Leave the age limit at 65.
(2) Give the iidows the full amount of benefits after their husbands are deceased.

(8) Provide social security for those over 65 who are not covered.
(4) Eliminate the evil restrictions which limit the earnings after

65 years of age.
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In closing, I wish to repeat my favorite statement applying to any

great civilization:

The world institutions always face the duty of taking care of the aged, of
developing young people to earn a living, and of preparing them through educa-

tion to participat, in our world federation in a manner which will provide

maximum satisfaction for themselves and society.

Senator lAw . I want to thank you for that fine statement,
Doctor.
Mr. EoNzn. Thank you.
Senator HAm,_. The hearings on this measure will now be closed,
subject to such insertions as are answers to questions which have been
previously asked and have been agreed upon to be submitted, with
the discretion of the chairman to make such material a part of the
record by reference or by inclusion, as he deems fit.
The executive session will be held next Thursday upon this matter.
The committee is adjourned.
(By direction of the Chairma, the following is made a part of the
record:)
TATRUENT ON BwAL

J3V8 or T119 COUNCIL OV STABl
OF MEMIUR 8TATZ CHAUS
C1AMUKAa OF COMmIwe&'

This statement is made on behalf of tWe 24 member State and regional chambers of commerce In the Council of State Chambers of Commerce which are
listed at the end of the statement.
We believe that the action taken by the House of Reprefentatives to increase
the minimum primary Insurance amount from $33 to $40 per month may be
appropriate. If adopted, this provision will benefit more than 2 million beneficiarles and will cost an estimated $170 million in the first full year of opera.
tion.
This change should result In decreased costs for public assistance to the ex.
tent that the Increased minimum benefit Is paid to persons who also receive
supplementary public assistancepayments.
The House Ways and Means Committee, in its report on the bill, noted that
the level.premium cost of the minimum benefit increase would be 0.00 percent
of payroll. Since this percent of payroll increase in cost of the OASDI program cannot readily and easily be integrated into the existing contributions
rate schedule, it seems to us that the cost of the provision might well be absorbed by the program.
We would interpose no objection to the provision to extend to June 30, 1902,
the time within which disabled persons may file applications for disability
determinations, on the basis of which the beginning of a period of disability
would be established as early as the actual onset of dLablement. It Is entirely possible that some persons entitled to make such a filing are not aware
of the provisions granted by the 1900 amendments.
We are opposed to the other provisions of H.R. 02, and we urge your committee to reject them for the reasons set forth in the paragraphs that follow.
We object to the enactment of section 102 of the House bill which would reduce
the retirement age of men to 62 With the gradual lengthening of life expectancy
it seems both Inconsistent and costly to attempt to enue persons to withdraw
from gainful employment at an Inereasingly earlier age. Particularly, the use of
a tax-supported public retirement program an a means of reducing the labor
force and alleviating unemployment conditions is not acceptable. It does not
square with the obvious challenge favIng us today which requires greater
andindustry
greater sacrifices from everyone.
produetvity
. oslnee and
have tried where feasible to Okoylde early retirement
grams are made so
through private plans. If the tax-supported public

10trateom paoyera

m r otherexMPSNpFesLeear hardship 9. Regotatig

for their own empployess. There are
tige w l
iw pr*v14ians*4
dreab that ian and should bb reevd for private Industry rather than for governmental action--nd this Is one of them. This would be in keeping with the basi6
concept that the OASDI program should provide minimum floor of protection
and that any supplementation or improvement should be left to private industry.
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A point could be made that the retirement age for women was reduced on the
ground that wives were generally 2 or 8 years younger than their retired
hunbands. If the retirement age for men Is lowered to 62, the next obvious move
would e to lower the retirement age for women to 00 or lower.
We respectfully call the committee's attention to the comments relating to
reduced benefits for men at age Q'2 which appear an supplementary and minority
views of vertalin members of the House Ways and Means Committee. These comments point up the fact that while the actuarial reduction In benefit level would
prevent any level-premium cost increase from this change, the cash benefit drain
on the OASl trust fund would be higher over the next 15 yewra. These views
also recognize that if age 2 is adopted as a proper retirement age under social
security, it will esttbllsh the basis for pressures to adopt age 62 as a compulsory
retirement age In collective bargaining agreements and industry in general. And
we agree with these supplemental views to the effect that our private enterprise
economy can Ill afford to forego the great technical skills and knowledge possessed
by those between the ages of 62 and 65.
We object to the enactment of section 103 of the house hill which would reduce
the "fully Insured status" requirement from one out of every three to one out
of every four quarters of coverage elapting sln-e 1950. In connection with
this proposal, the point has been made that the current younger entrant coming
into the OARDI program must have covered employment for only 25 perceilt of
his lifo in order to get-betwflts; but that an older lrson must have 33 lpereant
or more of the time after his employment becat.e c-vered tinder the prorar
in order to get benefits. The point relates solely to equality of coverage periods
and overlooks the discriminatory aspect that the younger entrants will have to
pay far more tax than the older persons for the same amounts of benefit..
The current provision was enacted last year. We see no reason why It should
be changed-and so soon. Last year, the Senate refused to accept this proposal
which had been approved by the Ilouse of Representatives. The curretit provision was a compromise between the lHouse proposal and the "one out of two
quarters of coverage" provision which existed prior to 1900. Even thotigh the
present proposal might cost only $85 million In the first full year of ojw ration,
It would seen that an approximate 33 percent liberalization In a basic eligi.
ability provision such as this would be far more costly as the OASDI r'rogram
matures. Although the near-term cost aspect of this proposal Is not too aigntil.
cant, we still object to its enactment as a matter of principle.
We also object to section 104 of the House bill. This provision would Increase
the widow's, widower's, and parent's monthly benefit from 75 percent to 92%
percent of the monthly primary Insurance amount. This proposal Is selective
and discriminatory In that other categories of beneficiaries (mother's and disoabled children) are not accorded the same treatment. In addition, the 1058
amendments of the Social Security Act already provide an automatic escalator
for higher maximum benefits, and this In turn provides an automatic increase
in the maximum derivative benefits. For example, the 1958 maximum monthly
social security benefit was $108.50; today It is $120. Under the 1053 formula
a widow could have received $81.30 a month. Under the current law she
would receive $90 a month. The current 75 percent provision will raise the
ultimate maximum widow's benefit to $97.30 per month. The proposed 82percent provision would raise that ultimate maximum monthly benefit to $104.80.
The foregoing, of course, relates only to the maximum monthly benefit The
proposal would raise the monthly benefit of all beneficiaries in the categories
selected. To this, we would point out that any unmet needs of the present beneficiaries in the categories selected can be and should be met through the operation of title I of the social security program-the old-age assistance programand that future beneficiaries will receive increased monthly benefits merely
through the "seasoning" of the current benefit formula.
We oppose the enactment of section 201 of the House bill which would Increase the tax rates one-eighth of I percent for both employers and employees
and three-sixteenths of 1 percent for self-employed Individuals. The enactment
of a $7 increase In the minimum monthly benefit and extension to June 80, 1982,
of the time for filing certain disability claims would not create serious actuarial
Imbalances n the OASDI program. The administration's original proposal
(H.R. 45T1) would have cost approximately $1,010 million in the first year of
operation. This was to have been financed by a one-fourth of 1 percent increase
In the tax rates. The present version of IL 6027 would cost $780 million In
the first full year of operation and this would be financed by a one-eighth of 1

126

SOCIAL SECURITY BENEFITIS

percent increase in the tax rates. A question arises as to whether or not a 25
percent reduction in cost would permit a 50 percent reduction in the tax rate.
In the light of present economic conditions, however, any provision to iwnrease
the OASDI tax rate Is of particular significance to business. While there) are
evidences of a pickup In business activity, we should not be imposing any deterrent to this increasing economic activity, regardless of how sma4.
We are concerned over the apparent inclination to use the 0ASDI program
for pump-priming and antlrecession purposes. We object mo,#t strenuously to
any deliberate iaove that would involve a substantial deficit financing of the
program in reckless disregard of its long-range commitments. The program is
not expected to mature fully for at least another 70 years. In the interim, it
must be continued with strength and security and Its financial Integrity must
uot be compromised for temporary economic expediency. We commend for your
consideration certain of the minority views of the House Ways and Means Con.
mittee which ara on pages 07-99 of House Report 216 dated April 7, 1901. They
are:
"We should frankly reeognlze that the present social security system is not
insurance and we should end the cruel pretense of maintaining on the basis
of an insurance concept that some citizens are deserving of higher benefits
than others and some citizens are deserving of no benefits. It serves no useful
purple to characterize as "Insurance" what is merely a statutory mechanism
combining welfare and insurance characteristics which emerge as a hybrid that
is not insurance and that provides welfare only on a hit-or-miss basis. This
mechanism is essentially aldevice for taking the productivity of one group of
our citizens to provide for the welfare of another group and these groups may
or may not be of the same generation.
"Our reservations with respect to the existing social security program and
the amendments proposed in H.R. 6027, aside from considerations of equity
and fairness, are primarily directed to our serious doubts over the financial
ability of the program to sustain itself in perpetuity. The assumptions on which
the system is pronounced sound are inescapably predicated almost completely
on economic and population forecasting. There is less reason to question the
actuarial conclusions if the assumed economic and population forecasts are
correct. Our concern Is that these forecasts may prove to be at substantial
variance with experience, with the result that the tremendous obligations
already accumulated under the OASDI system will prove an intolerable burden.
"The existing system is established on the principle that taxes will be imposed
on future earned income of future workers to pay benefit obligations that have
been previously ineuLdJ. The magnitude of these obligations can be demon.
strated by an examination of certain actuarial data (supplied In the minority
statement).
"These actuarial data give some meaning to the magnitude of the future
obligations that have already been incurred under the social security program
and suggest the compelling reasons' why care must be exercised in the evaluation of the existing program and any proposed liberalizations thereof.
"We favor a program that is sound in principle and in its financing features.
We are opposed to imposing on future generations the obligations that we
should be meeting for ourselves. * * 0"
We wholeheartedly support these views with respect to the social security
program.
The organizations endorsing this statement are:
Alabama State Chamber of Commerce.
Arkansas State Chamber of Commerce.
Colorado State Chamber of Commerce.
Connecticut State Chamber of Commerce.
Delaware State Chamber of Commerce.
Florida State Chamber of Commerce.
Georgia State Chamber of Commerce.
Indiana State Chamber of Commerce.
Kansasi State Chamber of Commerce.
Kentucky Chamber of Commerce. (The Kentucky chamber does not endorse
the proposed increase In minimum benefits since It will result in Increased osts
-c
to the program.)
Maine State Chamber of Commerce.
Mississippi State Chamber of Commerce.
Missouri State Chamber of Commerce.
New Jersey State Chamber of Commerce.
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Ohio Chamber of Commerce.
State of Oklahoma Chamber of Commerce.
Pennsylvania State Chamber of Commerce.
South Carolina State Chamber of Commerce.
South Texas Chamber of Commerce. (The South Texas chamber feels that If
the minimum benefit Is increased then the aged widow's, widower's and parent's
benefit should be Increased from 75 to the proposed 82% percent of the primary
insurance amount.)
Lower Rio Grande Valley Chamber of Commerce (Texas). (The Lower Rio
Grande Valley chamber does not endorse the Increase in the minimum benefit.)
The Salt Lake City, Utah, Chamber of Commerce.
Virginia State Chamber of Commerce. (The Virginia chamber questions the
propriety of an increase In the minimum benefit, but does not interpose an
objection.)
West Virginia Chamber of Commerce.
Wisconsin State Chamber of Commerce.

(Whereupon, at 1:20 p.m., the hearing-was concluded.)

