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SOCIAL SECURITY AMENDMENTS OF 1954

THURSDAY, JUNE 24, 1054

UNITED STATES SENATE,
OMMITTEE ON FINANCE
Washington, D. C.
The committees met, pursuant to call, in room 312, Senate Office
l}g_ild'mg, at 10 a. m,, Senator Eugene D. Millikin (chairman) pre-
siding.
Prgsent: Senators Millikin, Butler, Martin, Carlson, Bennett,
George, Byrd, Frear, and Long. | . .
Tho CuAlRMAN, The meeting will come to order. At this point in
the record we will include the bill, H. R, 9366, and a comparative
print_showing major differences in_ the present social-security law
and H. R. 9306 as passod by the House of Representatives relating
to old-age and survivors insurance and public assistance.
{The bill and comparative print referred to follow:)

{H. R. 9306, 83d Cong., 2J, sess.]

AN AOT To amend the Social Security Act and the Internal Revenue Code 80 a8 to estend coverage under
the old-age and survivors insurance program, i benefl ,nynb der, prederve
insursnce rights of disadbled individuals, and increase the amount of camings permitted without Joss

of benefits, and for other purposes

Be il enacled by the Senate and House of Representalives of the United States of
America in Congress assembled, That this Act may be cited as the ““Social Security
Amendmeonts of 1054”.

TITLE I-AMENDMENTS TO TITIA% I1 OF THE SOCIAL S8ECURITY
T

EXTENEION OF COVERAGE

DOMBSTIC SERVICE, S8ERVICH NOT IN COURSE OF EMPLOYER'S BUSINESS, AND
AGRICULTURAL LABOR

8xo, 101, (a) (1) Paragraph (2) of section 209 (g) of the Social Seourity Act is
amended to read as follows: -

“(3) Cash remuneration paid by an employer {n any calendar quarter to
an employee for domestio service in & private home of the employor, if the
cash remuneration paid in such quarter by the employer to the emJ)loyeo
for such service is less than $50. As used in this prargraph, the term ‘domes-
tio service in a private home of tho employer’ does not include service de-
acribed in section 210 (f) (5);".

3) Sectlon 200 (g) of such Act {s amended by addir.g at the end thereof the
following new paragraph:

“38) Cash remuneiation paid by an employer in any calendar quarter
to an employee for service not ip the course of the emplgger’a trade or busi-
noss, if the cash remunoration pald in such quarter b; ¢ employer to the

empioyee for such service is less than $50. As used in this paragraph, the
term ‘service not in the course of the ungloyer'a trade or business’ does
not include domestic service in a privato home of the employer and does
not include service desoribed in sectio 210 (f) (B);".

1



2 80CIAL SECURITY AMENDMENTS OF 1954

SSLSectlon 200 (h) of such Act is amended by inserting *(1)" after “(h)"
and by addi?'g at the end thereof the following new paragraph:

(3) Cash remuncration paid by an employer in any calendar year to
an employce for agricultural Iabor, if tho cash 1emuncration pail in such
i’eﬁr by the om;)lovor to the cmployee for such labor is lers than $200;",

(4) Section 210 (a) (1) of such Act is amended to read as follows:

(1) Bervioe performed by forolﬁn agricultural workers under contracts
ontered Into in accordance with title V of tho Agricultwial Aet of 1040,
as amended;”.

8&) Bection 210 (a) of such Act is amended by striking out priagraph (3)
and redesignating paragraphs (4), (6, (6), (), &), (0), (10), (28}, (1), (13},
and zll). and any references thereto contained in such Act, aa paragraphs (3),
" 5%{ @, (0, ®), (&, (10, (1), (12), and (13), respeetively,

(6) The sentonce of scotion 218 (¢) (5) of stich Act s amended by
inserting before the period at the end thercof “and scevice the remuneration for
which in excludod from wagea by paragraph (2) of zection 209 (h).”

AMERICAN CITIRENS EMPLOYRD BY AMNERICAN ENMPLOYERA ON
- FORKEIUNSFLAO VKRS

(L) The paragraph of zection 210 (a) of the Social Security Act herein redeaig.
nated as paragraph (4) is amended by striking out “if the individual is employed
on and §n connection with such vessel or airezaft when outside the United Staces'
and inserting in licu thercof: *if (A} the individual is employed on aund in con.
nection with such vessel or alreralt when outside the United States and (BY (i)
such individual ta not a citizen of the United Statea or (il) the cmployer is not an
American employer”.

CERTAIN FEDERAL EMPLOYKES

) (1) Subparagraph (B) of the paragraph of section 210 (8) of the Social
Segurltv Act h':nln n'l:‘lesi nated as mragmp (0) is amended—
{A) by inserting “by an individual” after **Service performed”, and by
{nserting “and if such acrvioe is covered by a retiroment system eatablished
by such IMnmlonmn{:" after " December 31, 1950,”;
(B) by inserting “‘a Federal Home Loan Rank,” after ‘‘a Foderal Reserve
Bank,” {n clause (i1); and
C) by striking out “‘or” at the end of clause (i), by adding ““or” at the
en :ll‘chuae (iv), and by adding at the end of the subparagraph the following
new clauso:
Y (v) service performed by a civilian emplovee, not compensated fromn
funds np[l)roprlmed by the Cougress, in the Coast Guard Exchanges or
other activities, conducted by an instrumentality of the United States
subject to the jurisdiction of the Secrotar{ of the Treasury, al installa-
tions of the Coast Quard for the comfort, pleasure, contentment, and
mental and physical improvenient of personnel of the Coast Guard;'.
(3) Subparagraph Yd of such parsgraph ls amended to read as follows:
“(C) Bervice performed in the emrlo of the United Statos or in the em-
ploy of any instrumentality of the United States, if such servieo Is performed—
(i} as the President or Vice President of the United States or as a
Member, Deleftte or Resident Commiasioner of or to tho Congrees;
o i the logislative branch;
(i) in & penal institution of the United SM“:’J an inmate thereof ;
“(lv) by any Individual as an emnloyee included under section 2 of
the Aet of Au‘gut 4, 1947 (relating to certain interns, student nurses,
3!1‘(; osmg stu lnot5 ;;nployeq of hospitals of the Federal Government;
. 8, U, 800, :
‘'(v) by any individual as an em&l:soo sorving on a temporary basis
in case of fire, storm, earthquake, , or other simllar emergency; or
9:"é\rl) by any individual to whom the Civil Service Retiroment Act of
1930 doos not a| g\ly because such individual ls subject to another retire-
ment system (other than the retirement system of the Tennessco Valley

Authority);".

(8) Beetion 205715)" (8) of such Act 1s amended by adding st the end thereof
the following new sentence: *'The provisions of pmmﬁ)lu (1) and (2) shsll bo
app!le:“lzlo' 'tn (C'l.u case ofh mlbeo mf&med by l' :{lv lan e:n Io;;sokno}tu oom-
pensated from funds appro) ngroes, in the Coast Guard Exchanges
or other utlvlll:l, oo:?crucwd by lnytnatrumonullty of the United States subject

to the jurisdiction of the Secretary of the Treasury, at installations of the Coast
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Guard for the comfort, pleasure, contentment, and mental and phyeical improve.
ment of personnetl of the Coast Guard; and for purposes of paragraphs (1) and (2)
thﬁtb'e'("romr,\' of the Treasury shall be deemed to be the head of such instrumen-
tality.

MINISTERS

(D () Fhe paragraph of seetion 210 (8) of the Social Security Aet hervin
redesighated as paragraph (8) is ameundald to reat as follows:

48} (A) Servico performed in the cmploy of & religious, charitable, cduca-
tional, or other organication o.\mu}n from income tax under section 101 (6)
of the lnternsl Revenue Cote, other than service performed by a duly or-
dafned, commissioned, or licensed minister of a ehureh in the exeretse of his
ninistry or by & member of a religlous oeder fie the exereise of Juties sequired
by ruch order; but this subparagraph shall not apply to serviee performed
during the period for which a certificate, tited pursuant to seetion 1426 (1) (1)
of the Internal Revenue Code, s in effeet, if sueh service is performed by an
employee (1) whose signature appears on the list filed by such organization
under such section, or (i) who became an employee of such organization
after the certificate was filed and after such period began;

“(13) Service performed in the employ of o religious, eharitable, o lueational,
or other organization exempt from income tas nunder rection 101 (6) of the
Iuternal Revenue Code, by a duly ordained, commissioned, or Heensed min-
ister of a church in the excreise of his ministry or by a menber of & religious
order in the exercise of duties required by such order; but this subparagraph
shall not apply to seevice perforined by a duly ontained, commissioned, or
lcensed minister of a chiurch or & member of a religious order, other than
a menber of a religions orter who has taken a vow of poverty as a member
of such orler, during the perio! for which a certificate, filed pursuant to
wection 1426 (D (D) of the Interual Rovenue Codde, is in effect, if such service
is performud by an employoe (i) whose signature Ap;.x'am on the list filed by
such organization under stuch zection, or (i) who beeame an employvee of
such organization after the certitivate was iled and after such period began;”,

(2) Section 211 (c) of such Act is amended by striking vur paragraph (4).

(3) Nothing in subsection (8) of section 210 of the Social Sccurity Act, as
amended by this Act, or in subsectiona (b) and () of section 1426 of the Internal
Revenuo Code, as so amended, shall be construed to mean that any minister is an
employce of an organiaation for any purpose other than the purposes of such
sections,

FISHING AND RELATED SERVICE

(o) Scction 210 (a) of tho Social Security Act is further amended by striking
out paragraph (15) and redesignating paragraphs (16) and (17), and any references
theroto contained in such Act, as paragraphs (14) and (15), respectively.

HOMEWORKERS

n Subparagrmixh (C) of =ection 210 (k) (3) of the Social Sccurity Act isamended
by striking out **, if the performauce of such services is subject to iironsionég require-
ments under the laws of the State in which such services aro performed”,

FARMERS AND PROFESSIONAL SELF-EMPLOYED

(g) (1) 8ubsecction (a) of scction 211 of the Soclal Becurity Act {3 amended by
Mrltlng out paragraph (2) and redesignating paragraphs (3), (4), (5, (6), and
7), and any references thereto contained fn siich Act, as parageaphs (2), (3, (4),
8), and (8, respectively, and by adding at the end of such subsection the follow-
ing new sentence: “in the case of any trade or businexx which {s carried on by an
individual who reports his income on a cash recefpts and di: bursementa basis
and in which, if {t were eareicd on exeluddvely by employees, the mafor portion of
the services would constitute agricultural lsbor as defined in reetion 210 (0, (i if
the gross incomo derived from such trade or business by such individual i3 not
more than $1,800, the net earnings from self-employment derived by him there-
from may, at his option, be deemed to be 50 per centum of such gross income In
lieu of his net carnings from self<employment from such trade or business come
puted aa provided under tho preoeding provisions of this submection, or (ii) if the
ross fncome derived from »uch trade or burineas by such {ndividual is more than
1,800 and the net earnings from sclf-employment detived by him therefrom, as
computed under the proceding provisions of thix subseetion, are lees than $900,
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suoh uet earnings may instead, at the option of such individual, be deemed to be

. For the purposo of tho preceding sentence, groas fncome derlved from such
trade or business ahall mean the gross receipts from such trade or business reduced
by the cost or other baals of property which was purchased and sold in carrying
on such trade or business, adjusted (after stich reduction) in accordance with the
preceding provisions of this subsection,”

(2) Paragraph (1) of such section 211 (8) {3 amended to read as follows:

“(1} There ahall be excludod rentals from real estate and from personal
property loased with the real estate (including such rentalz paid in crop
shares), together with the deduetions attributable thereto, unless such rentals
are received in the courso of a trade or busineas as a real estate dealer;”.

(8) The paragraph of such seetion 211 (8) horein redesignated as purngmrh 3)
is amended by striking out “cu"lnf or disposal of timber” and inserting in licu
thereof ‘‘cutting of timber, or the disposal of timber or coal,”,

{4) Section 211 (&) of such Act is amended hy striking out paragraph (5), by
inscrting “‘or’ at the end of paragraph (3), and by ndding afier paragraph (3) the
following new paragraph:

"74) The performance of service by an individual in tho exereise of his
profcssion as a physician, or the performance of such serviee by a partnership.”

EMPLOYEES COVERED BY STATE OR LOCAL REZIREMENT SYaTEMS

(h) (1) Section 218 (d) of such Act is amended by striking out “Exclusion Of”
in tho ing, by inserting “(1)" after /(d)”’, and by striking out “on the date
such agroomont iz made applicable to such coverage group'’ and inserting in licu
thereef “oither (A) on the date such agreoiment is made applicable to auch cover-
age group, or (1) on the date of the enactment of the succoeding paragraph of this
subeection (cxcept in the caso of positions which are, by reason of action by auch
Stato or Rolitle subdivision thercof, as may be npgmprh\lo. taken prior to the
date of the enactinent of such suceceding paragraph, no longer covered by a re-
tirement systom on the rate referred to in clause L\). and except in the case of
positions excluded by paragraph (3) (A)). The preceding sentence shall not be
spplicable to un‘y scrvico porforined by an emiployce as a member of any coverage
gmup in & position (other than a position excluded by paragraph (5) (A)) covored

y & retiroment system on the dato an agrooment s made applieable to such
ocoverage group if, on such date (or, if later, tho date on which such {ndividual firat
ocet\lple.g such positlon), such individual is incligible to be a member of such
system”’,

(2) Such scction 218 (d) is further amended by adding at the end thereof the
lollowlnf now paragraphs:

14(3) It is hereby declared to bo the policy of the Congress {n enacting the suc-
ooeding paragraphs of thia subsection that the protection afforded employees in
positions covered by a retirement system on the dato an agreement under this
section is made applicable to service performed in such positiona, or recelvin
periodic benefits under such retirement aystem at such time, will not be impaire
as a result of making tho agreement so applicable or as a result of legislative
enactment in anticipation thercof,

;:;8) Notwithstanding paragraph (1), an agreement with a State may be
made nrpliublo (either in the original agreement or by any modification thercof)
to service performed by employees in positions covered bs' a retircment system
(Including poaitions epecified in g‘u%nph (4) but not including positions exeluded

y or pursuant uignugnph (8)) it the governor of tho Stato certifics to the Secre-

of Health, Education, and Welfarc that the following conditions have been
““(A) A referendum by sccret writton ballot was held on the question of
whether service in positions covered by such retirement system shiould be
excludod from or included under an agreement under this section;
“(m An o] Fortunl! to vote in such referendum was given (and was
limited) to oll’; ble employocs;
“(C) Ninety days' notice of such referendutn was given to all such om-

loyces; .
s ‘y(D) 8uch referendum was conducted under the supervision of the governor
or an uxnay or individusl designated by him;
“ E} mA&t'l‘Ii_x of the eligible employoes voted in such referendum; and
“(F) Two-thirds or more of the employees who voted in such referendum
voted in favor of ineluding service in such positions undor an agreement
under this seotion,
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An employee shall be deemed nn ‘eligible employee’ for purposes of any ref-
ercudum with respect to any retirement system if, at the time such referendum
was held, he was in a position covered by such retirement aystem and was s member
of such rystem, and if he was in such a position at the time notice of such ref-
ercndum was given as reauired by elause (C) of the preceding sentenee; except
that he shall not be deemed an ‘eligible \-mL»lo,\ oo’ ify at the time the referenduim
was held, he was in & position to which the State agreement already applied, or if
he waa in a position excluded by or puniuant to ‘mrmmph (5.  No referendum
with respeet to a retirement system shall be valid for purposes of this paragraph
tunless held within the two-year period which ends on the date of execution of the
agreement or imoditication which extends the insurance sy stem established by this
title to such retircment system, nor shall any referendum with respect to a retiee-
ment systemn be valid for purposes of this paragraph if held less than one year
after any prior referendum held with nvs;;oc\ to such retircment sy stem.

“(4) For the purposes of subseetion () of thir gection, the following employees
shall be deemed to be a separate coverage group—

*(A) all employees in pogitions which were covered by the same retirement
svstem on the date the agreement was made applicable to such saystem (other
l’han‘ employecs to whore services the agreenient already applicd on such
date);

(I all employees in positions which became corvered by such system at
any time aftersuch date: and

SCY all employees in positions which vere covered by such sy stem at any
time before such date and to whose services the insurance syatem catablished
by thix title has not been estended before such date beeause the poxitions
were covered by much retirement system (including employees to whose
services the ageectient was not applicable on siuch date beeause such services
were oxeluded pursuant to subsection () (3) (O,

“(8) (A) Nothing in paragraph (3) of this subsection shall authorize the ex-
tensfon of the insurance aystem established by this title to service in any police-
man’s or fireman's position.

“(B) At the request of the State, any class or classes of positions covered by a
retircment system which may be excluded from the agreement pursuant to para-
graph (3) or (8) of subscction (c), and to which the agreement does not already
apply, may bo excluded from the agrecment at the timoe it ia made n;tpllublo to
such retirement system; oxcept that, notwithstanding the provisions of paragraph
(3) (C) of such subscction, such exclusion may not include any services to which
such paragraph (3) (C) is applicable. In the case of any such exclusion, each
such class so oxcluded shall, for pur, of this subscetion, constitute a separate
retirement system in case of any modification of the agreement thereafter agreed to.

(6) If a retirement system covers positions of employees of the 8tato and posi-
tions of employces of one or more political subdivisions of the State, or covers
rooitlons of employeca of two or more political subdivisions of tho State, then,

or purposes of the preceding paragraphs of this subeection, there shall, if the
State so desires, be deemed to be a separate retirement system with respoct to
each political subdivision concerned and, where the retiroment system covers
mi‘t;loga“:: 3mployms of tho State, a separato retirement system with respect
L] 3

(8) Psngnph (3) of section 218 (c) is amended to read as follows:

“(3) 8ue ment shall, if tho State requests it, exclude (in the case of any
coverage xroup any one or more of the following:

‘(A) Any service of an emergency nature;

“(B) All'services in any class or classes of il) elective positions, (i) part-
time (pouitlons, or (i) positions the compensation for which is on & fee basis;

(C) All serviees performed l‘f' individuals as members of A coverage

roup in positiona covered by a retirement system on the date sich agreement
s made applicable to such coverage group, but only In the case of individuals
who, on such date (or, {f later, the date on which they first occupy such poal-
tiona), are not eligible to become members of such syatem and whose services
in such positions have not alrcady been included under such agreement
purzuant to subsection (d) (3).”

(4) Paragraph (4) of such section 218 (¢) {s amended by adding at the end there-
of the following new scntence: ‘A modification of an agreement pursuant to clause
(B) of the ?roceding sentence may apply to individuals to whom paragraph (3)
(C) Is agrl cable (whether or not the previous exclusion of the service of such
individuals was pursuant to such paragraph), but only {f such individuals are, on
tho effectivo date specified in suc modiﬂcntion, ineligible to be members of any

495388 {18
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retirement systein or if the modification with respect to such individuals is pur-
suant to subsection (d) (3).”

8) Such section 218 (o) is further amended by adding at the end thereof the
foll owing new paragraph:®

“(7) Noagreement may bo made applicavle (either in the original agreement or
by any modification thereof) to service performed by any individual to whom
paragraph (3) (C) s applicable unless such agreement provides (in tho case of each
coverage group involved) either that the service of any individual to whom such
paragraph ia applicable and who {2 a member of such coverage group =hall con-
tinue to bo covered by such agreement in ease he thereafter hecomes cligible to
be a member of a retirement system, or that such service shall cecase to be so
covered when he becomes eligible to be a nember of such a system (but only if
the agreement is not already a‘)plimblo to zuch system pursuant to subscetion
(d) (3)), whichever may be desired by the State.'’

(6) Section 218 (N of such Act Ix amended to read as follows:

“(0 Any agrcement or modification of an agreement under this xection shall
be etlectivo with respect to servicos performed after an effective date speeified in
such agreement or modification; except that—

(1) in the case of an agroement or modification agreed to prior to 1954,
such dato may not bo earlier than December 31, 1950;
#(2) in tho case of an agreoment or modification agreed to after 1954 but
prior to 1958, ruch dato may not be earlier than Decetnber 31, 1954; and
4(3) in the caze of an agreement or modification agreed to during 1954 or
after 1057, such date may not bo earlier than the last day of the calendar year
&re«ding the year in which such n}xmmcnt or modification, as the caze may
‘;tls 'a';r«:d to by the Secretary of Health, Education, and Wellare and the
e.

8
tngz 8Section 218 (m) (1) of such Act is amended by striking out “subsecetion (d)”
nserting in lieu thereof paragraph (1) of subsection (d)'".
(8) Soction 218 of such Act is further amended by adding at the end thereof
the following new subscction:

'Certaln Positions No Longer Covered By Retirement Systems

“(n) Notwithstanding subsoction (d), an agreement with any State entered
into under this mtlmrﬁor to the date of the enactment of this aubsection mnf'.
rior to January 1, 1938, be m od pursuant to subscction (o) (1) so as to a‘)‘ y
services performed by emqloym, as members of any coverage group to w ?ch
such Jmment already applies (and to which such agreement applied on such
date of enactment), in tions (1) to which such agrecement docs not already
apply, (2) which were covered by a retirement system on tho date such agroement
was made applicable to such coverago group, and (3) which, by reason of action
by such State or political subdivision thercof, as may be appropriate, taken prior
to the date of the enactinent of this subaection, are no longer covered Ly a retire-
ment system on the date such agreement is mado applicable to such services.”
[()} amendments made by this subsection shall take effect January 1, 1955.

CIVILIAN EMPLOYEEKS OF STATE NATIONAL GUARD UNITS

@ (1) Effective as of January 1, 1951, pnnﬁnph é&) of scction 218 (b} of the
8ocial Security Act is amendod by adding at the end thereof the following new
sentenoce: ‘‘Civilian employces of National Guard units of a State who are
g;nglo&ed pursuant (o section 90 of the Natlonal Defense Act of June 3, 1016 (32

. B. O, sec. 42), and pald from funds allotted to such units by the Department
of Defense, or pu of this scotion be deemed to be employecs of the
State and (notwithstanding the precedinp provisions of this paragraph) shall be
dee be a separate coversge group.”

{2) In the case of any coverage group to which the amendment made by

ph (1) is applicable, any agreement or modification of an agreement agreed

g:;m to January ], 1956, may, notwithstanding scction 218 5 of the Bocial

urity Act, be made effective with respect to services performed by employces

as members of such coverage ﬁ:oup after any cffective date s;oeclﬂod therein, but
in no case may such effective date be carlier than December 3%, 1950,
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PRESUMED WORK DEDUCTIONS IN CASE OF CERTAIN RETROACTIVE STATE
AGREEMENTS

() (1) In the case of any services performed prior to 1955 to which an agree-
mt(;iltl under section 218 of the Social Security Act was made applicable, deducetions
which—

(A) were tot imposed under section 203 of such Act with respeet to such
services performed prior to the dato the agreement was agreed to or, if the
original agreemient was not applicable to such serviecea, performed prior to
the date the modification making such agreement applicabile to such services
was agreed to, and

(13) would havo been imposed under such zeetion 203 had such agreement,
m-r lmiuliﬂm(ion, as the caxe may be, been agreed to on the date it beeame
cffective,

shall be deemed to have been imposzed, but only for purlpnsm of determining
whether, on the basis of an np{)licalion filed after the month in which thix Act is
enacted and prior to January 1, 1056, any person is entithed te 8 recomputation,
under section 215 (f) of the Soclal Security Aet, of the primary insurance amount
of the individual who performed #ruch services,  For purposes of any such recom-
gutallon the individual who performed such xerviees shall be deemed to have

led an application for recomputation in the month for which the last of the de-
ductions is deemed to have been made nnder this paragraph, or in the frst month
thereafter (and prior to the month in which this Act is enacted) in which his
benefits under section 202 (a) of the Rocial Sceurity Act were no longer subjeet to
deductions under paragraph (1) o1 (2} of rection 203 (b) of such Act, whichever
results in a higher Yrinw,&' insurance amount for such individual.  Auy such
recomputation ahall be made as provided in the Social Security Aet prior to the
cnactment of this Act, awd shall be effective for and after the month in which the
application referrad to in the firat sentence of this paragraph is filed.  This para-

aph shall not bo applicable in the case of sny ruch individual if his pritary
nsurance amount has been recomputed under section 215 () (2) of the Soclal
Sccurity Act prior to the month in which this Act is enacted.

f any recomputation under acction 315 () ot the Social Security Act is
made by reason of deductions deemed pursuant to paragraph (1) of this subscection
to have been imposed with respect to benefits hased on the warcs and self-omploy-
ment income of any individual, the total of the benefits based on such wages and
sclf-employment income for months for which such deditetions are so deetned to
have been imposed shall be recovered by making, in addition to any other deduc-
tions under section 203 of such Act, deductions from any increaso in benefits,
Ml!ioon such wages and sclf-ecmployment income, resulting from such recom-
putation,

SERVICE BY AMFRICAN CITIZENS FOR FOREION 3UBSIDIARY OF DOMMNATIC
CORPORATION

(k) Clause (B) of so much of section 210 (a) of the Soclal Sceurity Act as
recedes paragraph (1) thereof is amended to read as follows: **(H) outside the
nited States by a oitizen of the United States as an employee (i) of an American

omployer (as defined in subsection (0)), or (if) of & forcign aubsidiary (as defined
in section 1426 (m) of the Internal Revenue Code) of & domestie corporation (as
determined in accordance with section 3797 (a) of the Internal Revenue Code)
during any Pcriod for which there is in effect an agreement, entered into pursuant
tﬁi ls:c!lgn 426 (m) of the Internal Revenue Code, with respect to such sube
sidiary;”,

EFFECTIVE DATES

() The amendinent made by paragraph (3) of subseetion (g) shall be applicable
only with rexpect to taxable years beginning after 1050. The amendments made
by paragraphs (1), (2), and (4) of such sulweetion and by paragraph (2) of sub-
section (d) shall, oxcept for purposes of section 203 of the Rocial Security Act,
be applicable oniy with respeet to taxable years ending after 1934. The amend-
ments wwade by paragraphs (1), (2), and (3) of subsection (a) shall be applicable
only with reapect to remuneration paid after 1954, The amendments made by
paragraphs (4), (8), and (6) of subscction (a) shall be applicablie only with respect
to servioces (whether performed after 1054 or prior to 1938) for which the remuncra.
tion is patd aftor 1954. The amondment made by paragraph (3) of subsection (¢)
shall become effectivo Jmun:{y 1, 1958. The other amendments made by this
section (other than the amendments made by subsectiona (h), (i), and (k)) shall
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be applicable only with respect to servicos performed after 1054. For purposes
of scotion 203 of the Social Sccurity Act, the amendments made by para ralphs
(1), (2), and (4) of subscction (g) and by paragraph (2) of subsection 12(1) shall be
effectivo with reapect to sell-cmployment income derived after 1954, The amount
of self-omployment income derived during any taxable year ending in, and not
with the close of, 1055 shall be credited equally to the calendar quarter in which
such taxable vear ends and to each of tho throe or fewer preceding c!uark‘rs any
part of which'is in such taxable year: and, for purposes of tho preceding sentence
of this subsection, self-employment income so credited to cal endargquarters in
1938 shall be deemed to have been derived after 1954,

INCREASE IN BENEFPIT AMOUNTS

Seo, 102. (a) Subsection (a) of section 215 of the Social Security Act is amended
to read as follows:
“Primary Insuranoce Amount

“(a) (1 Tho rlmurv {nsurance amount of Any individual (i) who does not
becomo eligible benefits under soction 202 (a) ‘until after the last day of the
month !ollonlng tho month in which the 80ch urity Amendments of 195§ are
enacted, or who dics after such day and withoud becoming cligible for benefits
undor such soctton 202 Sn). and (fi) with respeet to whom not leas than six of the
quarters clapsi nf quartors of coverago, and tho primal { insuranco
amount of any Indiv Idml \\lth mpocl to whom not Jess than six of the quartcrs
clapsing Amr Juno 30, 1053, m quarters of covorage, shall bo whichever of tho
follo win amounts is lf\o

me-ﬂw per eontum o! the first $110 of his average monthly wage,
r centum of the next $240; or
ﬁ mount dotormlncd un(‘er -ubwctlon (o).
An individual shall, for purposcs raph, bo deomed eligiblo for bonofits
under scction 202 (a) for any month if ho \u or would have boen, upon filing
oppllcsllon therefor in such mouth, entitled to such benofits for such month.
The primary insurance nmount of any other fudividual shall bo the
smount determined under nubuet €)."”
(l) P::ﬁnphl 1) . (2), and (3) of subeection (b) of such section are

An individual’s ‘avensc monthly wage’ shall be the Juot ient obtained b)
dlvl nx the total of his wages and oel(-employment income alter his starting da

(determined under paragraph (2)) and prior to his closing ds!e (determined under
paragraph g} . by lhe number ol monthes elapsing after such starting date and
prior to such closing date, excluding from such elapeed monthu ‘n{ month in any
year prior to the year in which he attained the age of twenty-two if less than two
quarters of such prlog:u were quarters of coverage, except that when the number
of such ehpoed months thus computed is less than euhmn. it shall be increased

to el
"'(e) An individual's ‘starting date’ shall te—
w ] um. e st day of the year in which be attains the age of twenty-

r mulu in the higher ave
W Individual's ‘closing e s of the following results

the nth
Ay 'Tmo«&nu‘ in which he died ot beeame ontitied t0 okd-age
{nsuranoce benefits, whichever first oocurred; ol
“(B) the irst day of the nm yoar Io which be both was fully jusured and

o:os:c‘?l:‘t H th'gomury‘ he basis of the evide aflable t
evidenoe av: 0
him at the time of the eomguuuon of tndividuu Insurance amount
with x to ;ont suel ﬂﬁm‘.ﬁ n‘:ﬁ Mbb, tlm vrould ruull:o h'\ b:
\ 4
Bist dtay of the year fellowis AT

wing the year referred to n lubpwn

(3) Bubeeotion (b) of such section is further amended b ing ont patacnph
{4) and inserting in lieu thereof the folio new puunp

“(4) In the cass of any individual, the hall de tormine the four or
fower full calendar after the year in which ooouu hh mnlnc date and prlor
to his closing date w h, i the montlu of such and self-employ-
ment moomo for such years were oxcluded In oompuung Eﬂ verage monthly
wage, would produce the highest primary insurance amount. Such months and
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such wages and solf-omploymont incomo shall bo excluded for purposes of com-
puting such individual's average monthly wage. The maximum number of
calendar years determined under tho first sentence of this paragraph ghall bo five
instead of four in tho case of any individual who had not less than twenty quarters
3: coverage in tho period ending with tho calondar quarter preceding his closing

o,
(¢) Subsection (o) of such sgc!lon fs amended to read as follows:

“Determinations Made by Use of the Conversion Table

“‘(¢) (1) Except as provided in parngragh (2) of this subsection, the amount
reforred to in paragraphs (1) (B) and (2) of subsection (8) for an individual
shall be cither the amount appoarini in column 111 of the following table on the
line on which in column I appears his primary insurance benefit (as determined
under subsection (d)), or tho amount appearing in column 111 of the following
table on the line on which in columu 11 appears hix primary insurance siount
(determined as provided in subsection (d)), whichever produces the higher
amount; and his average monthly wage shall, for purposes of xeetion 203 (a), bo
the amount appearing in column 1V on the line on which, in column 111, appears
such higher amount,

1 1n m 144

And the aves
Orthe primary | The amount
tsubncs | referred togn, | A¥e moothly

00
eIt insarance benefit (as determined mount (a8 | paragraphs (1) | Wage for pur-
the “'"".?55., subecction (1)) f,‘.‘; ¢ 'dexem'un(«i (B) .L‘J‘m‘o. W‘&‘ 0‘::‘;::
under subsec- | subsection (a) | DUt A
tion (4)) to— shall shall ¢

PR PR T L PR PP LT )

2
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“(2) (A) In caso the primary insurance benefit (determined as provided in sub-
seotion (d)) of an individual falls between the amnounts on any two consecutive
lines in column 1 of the table, the amount referred to in paragraphs (1) sne and
() of subseotion (a) for such individual shall be tho amount deter i b
applying the formula in subseotion (a) (1) to the averago monthly wage whio!
would be determined for such individual under paragraph (4) of this subseotion as
in effect prior to the onactment of the Social Security Amendments of 1954, (ii) b
increasing tho amount determined under olauso ;l).'if it is not a multiﬁle of $0.10,
to the next higher mului)lo of £0.10, and (ii} by further increasing such amount to
the extont, if any, it is less than $3 greater than the primary insurance amount
whioh would be determined for him by use of his primary insurance benefit under
g:ragraph (2) of this subsection as in effect prior to the enactment of the Soclal

ourity Amendmonts of 1954.

“(B) In case the primary inauranco amount (determined under subsection (d))
of an individual falls between the amounts on any two consccutive lines in column
IT of the tabte, the amount referred to in paragraphs él) (B) and (2) of subsection
(a) for such individual shall be the amount determinod under subparagraph (A) of
this paragra&)h for an individual whose primary insurance benefit would (under

ragraph (2) of this subsection as in effect prior to the cnactment of the Social

ourity Amendments of 1954) produce such primary insurance amount; except
thas, if there is no primary Insurance benefit which would (under such paragraph
(2)) produce such rrimary insurance amount or if such primary insurance amount
is higher than $77.10, the amount referred to in paragraphs (1) (B) and (2) of
subsection (a) for auch individual shall bo the amount determined (i) by applyin
the formula in subsection (a) (1)-to the average monthly wage from which sue
primary insurance amount was determined, (ii) by increasing tho amount deter-
minod under olause (i), if it is not a multiple of $0.10, to the next higher multiple
of $0.10, and (iii) by further increasing such amount to tho extent, if any, it is
less than $3 greater than such primary inaurance amount.

“(C) If tho provisions of subparagraphs (A) and (B) of this paragraph ate both
aPpllmblo to an individual, the amount referred to in paragraphs (1) {B) and (2
of subzection (a) for such individual shall be the larger of tho amounts determine
under such subparagraphs,

¢(3) For the purpose of facilitating tho use of the conversion table in come
puting any insurance benefit under section 203, the Sccretary is authorized to
assuine that the Rrimnry insurance benefit from which such bonefit under soction
202 is determined ia one cent or two cents more or less than {ts actual amount,

“(4) For pur; ¢ of soction 203 (a), the average monthly wage of an individual
whose primary insurance amount is determined under paragraph (2) of this sub-
section shall be a sum equal to tho average monthly wago which woutld result in
such primary insurance amonnt upon tho application of the provisiona of aub-
soction (a) (1) (A) of this section and without the application of subsection (e)
(2) or (g) of thia section; except that, if such sum is not a multiplo of $1, it shall
be rounded to the nearcat multiple of $1 (or to tho next highor multiple of $1 if
itisa mult'li_plo of $0.50).”

{d) (1) The heading of subsection (d) of such scction is amended to read
“Primary Insurance Denefit and Primary Insurance Amount For Purposes of
Conversion Table”.

(3) Bo much of such subsection (d) as procedes paragraph (1) thoreof {s amonded
by Ig:‘r,ttng “and tho primary Insurance amounts” aftor ‘‘primary insurance

ne!

(3) So much of paragraph (4) of such subscction (d) as precedes subparagraph
(A) is amended by inserting *(cxcopt an individual who attained age twenty-two
after 1050 and with reapect to whom not leas than aix of the quarters elapsing
after 1950 are quarters of coverage)” aftor ‘‘individual”,

(4) 8uch subscotion (d) is amended by adding after paragraph (5), added by
section 106 of this Act, the following new paragraph:

“(6) Tho primary insurance amount of any individuat shall be computed as
provided in this section as in effcct prior to the cnactment of this paragraph,
except that the amendments made by scctions 102 (b) (other than paragraph (2)
thereof), 104, and 106 of the Social Security Amendments of 1054 (relating, re-
spectivel f-. to Inorease in benefit amounts, Increase in carnings counted, and periods
o dlaa?ltlll.y) shal]. to tho extent provided by such ecotlorp. be applicablo to such
computation,

o) (1) Seotion 218 (e) of such Act is amended by striking out “and” at the
end of paragraph (1), by changing tho perfod at tho cnd of paragraph (2) to a semi-
colon, and by adding after such paragraph (2) tho following now paragraph:



o

SOCIAL SECURITY AMENDMENTS OF 1054 11

“¢3) if an individual's eloaing date is determined under paragraph (3) (A)
of subscction (b) and he has gelf-cmptoyment incomo in taxable ycar which
begins prior to such closing date and cnds after the last day of the month
wreceding the month in which he becomes entitled to old-age insurance

nefits, there shall not bo counted, in determining his averago monthly wage,
his self-emn log'mont income in such taxablo year, except as provided in scc-
tion 215 (l;)( ) (C)."”

(2) (A) Seotion 215 () (2} of such Act is amonded to read as followa:

“(2) (A) Upon application filed after 1954 by an individual centitled to old-age
insurance benefits, the Sceretary shall recomputo his primary jusurance atount

“(i' ho has not less than six r]uarl(\rs of coverage in the period after 1950
aud prior to the quarter in which such application is filed,

“(1i) ho has wages and rolf-cmployment income of not less thau $1,000 in
a calondar year which occurs after 1953 and after tho year fu which he beeame
(Without the arplicnlion of section 202 (§) (1)) entitled to old-ago insurance
honefits or filed an application for recomputation (to which he is entitled)
under section 102 (o) }5) or 102 () (2) (13) of the Social Security Amendments
of 1954, whichever of such events is the latest, and

*(ii) ho filed such application no carlicr than xix months after such calen-
dar year referred to in elause (ii) in which he had such wages and self-ctuploy~
ment income.

Such rocomputation shall be effective for and after the twelfth month hefore the
month in which he filed such n’)plication for recomputation but in no event carlier
than the mouth following such calendar year referred to in clause (ii). For the
purposcs of thix subparagraph an iudividual’s self-employment Income shall be
allocated to calondar quarters in accordance with seetion 212,

**(B) Excopt ax provided in subparagraph (C) a recomputation pursnant to
subparacraph (A) shall be made only as provided in subsection (a) (1) (other than
subparagraph (B) thereof) of this soction, taking into account only such wages
and sclf-employmont income which would bo taken into account under subsection

1) if tho month in which he filed the application under subparagraph (A) wero
oomed to bo the month in which ho became ontitied to old-age insurance bruefits,
oxcept that, of the provisions of paragraph (3) of such subsection, only the pro-
visions of subparagraph (A) shall be applicable.

“(CY It such recomputation is the first recomrutmlon under subparagraph
(A), such recomputation shall bo made as though the individual first became
entitled to old-age insurance benefits on the day he filed application for such
recomgm.nllon. For purgosos of this subparsgrarh a recomputation under sece-
tion 102 (¢) (5) (B) or 102 (f) (2) (B) of the Social Security Amendments of 1954
shall be deemedd to be a recomputation under subpamfraph (A) of this paragraph.”

(3) (A) Section 215 (f) (3) of such Act is amended to read as follows:

“(A) Upon application h{ an individual—

“i) who became (wlthout the application of section 202 8’) (1)) entitled
to old-age insurance benefits under section 202 (a) after the effective cate, or

“(il) whoso pritmary insurance amannt was recomputed under scction 102
(o) (6) or 102 (M (2) (B) of the Sacial Security Amendments of 1054, or

“(iii) whose S)\rlma.r,v insurance amount was recomputed for the first timo
undor paragraph (2) of this subsection on tho basis of an application filed
after tho effective date,

the Sooretary shall recomputo his primary insurance amount if such application
is filed after the year in which he became entitled to old-age insurance benefits or
in which he filed his application for the last recomputation (to which he was cn-
titled) of his primary insurance amount under any provision of law referred to in
clause (il) or (iil} of this sentence, whichever 1s the later. Such recomputation
under this sub| graph ahall bo made in the manner provided in the preceding
subsoctions of this section for computation of his primary insurance amount, ox-
oept that his nlosirm date for purposes of subsection (b) shall be the first day of
tho year lollowin‘z‘ o year in which he becamo entitled to old-age insurance bene-
fits or in which ho filed his application for the last recomputation (to which he
was entitled) of his rrlmarf insurance amount under any provision of law re-
ferred to in clause (il) or (ili) of the preceding sentence, whichever is the later,
Buch recomputation under this subparagraph shall be effective for and after the
first month for which his last previous computation of his primary insurance
amount was effective, but in no event for any month prior to tho twenty-fourth
month before the month in which the application for such recomputation is filed,
As usoed in this subparagraph and subparagraph (B), the term ‘offective date’
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means the last day of the month following the month fn which the Social Security
Amendments of 1054 are enacted.

“(B) Upon application by a person entitled to monthly benefits or a lump-sum
death payment on the basis of the wages and self-employment income of an Indi-
vidual who died after the cffective date and who, if he was entitled to an old-age
insurance benefit before he died, would, upon the filing of an application in the
month of his death, have been entitled to a reoom;}x‘ut ation of his primary insurance
amount under aubparagmgh {A) of this pamgrasp the Secmtar{)shall recompute
such individual’s primary insurance amount. uch recomputation shall be made
in the manner provided in the ﬁrecedlng subsections of this section for computation
of such amonut, except that his closing date for g\l ses of subsection (b) shall
ba the first day of the year following the year in which he died or in which he filed
k.. application for the last previous computation of his primary Insurance amount
under any provision of law referred to in clause (i) (ii%‘, or (iif) of the first sentence
of subparagraph (A), whichever first occurred. In the case of monthly benefits,
such recomputation shall be effective for and after the month in which the person
entitled to such monthly benefits became 8o ontitled, but in no event for any
month prior to the twenty-fourth month before the month in which the applica-
tlon for such recomputation is filed.”

(B) 8uch section 2158 (N g!) is further amended by uddinf after subparagraph
(B) ‘(‘ndded by subparagraph (A) of this pararraph) the following new subpara-

graph:
“(0) Tf an individual’s closing date is determined under para!;raph (3) (A) of
subsection (b) of this section and he has solf-employment income in a taxable year
which begins prior to such closing date and ends after the last day of the month
{mcedlng the month in which he became entitled to old-age insurance benefits
he Secretary shall recompute his primary insurance amount after the close o
such taxable year, taking into account only such self-employment income in such
taxable year as is, pursuant to section 212, allocated to calendar quarters prior to
such closing date. Such recomputation shall be effective for and after the first
month in which he became entitled to old-age insurance benefits.”

(4) Section 215 (f) (4) of such Act is amended to read as follows:

"(4) Upon the death after 1954 of an individual entitled to old-age insurance
benefits, if an genon is entitled to monthly benefits, or to a lump-sum death
rnyment, on the basis of the wages and self-employment incomo of such {ndividual,

h? Si?cmury shall recompute the decedent’s primary insurance amount, but
only if— .
v '(A) the decedent would have been entitled to a recomputation undor
gangrsph (22 (A) (without the application of clause (iii) thercof) if ho had
led application therefor in the month in which he died; or
“(BF the decedent during his lifetime was paid compensation which was

treated under scotion 205 (0) as remuneration for emﬁloyment.

If the recomputation {s permitted by subparagraph (A) the recomputation shall
be made (if at all) as though he had filed ap?l cation for a recomputation under
paragraph (2) (A) in tho month in which he died, excopt that such recomputation
shall include any compensation (described in section 205 (0)) paid to him prior
to the closing dato which would have been applicablo under such parageaph. If
recomputation i3 permitted by mbParagrap (B) the recomputation shall take
fnto account only the wages and self-employment income which were taken into
account in the last previous computation of his grlmary insurance amount and
113 compensation (desoribed in section 205 $o)) paid to him prior to the clmlngz date
applicable to such computation, If both of the preceding sentences are app!'- able
to an individual, only the recomputation which results in the larger primary
insurance amount shall be made.”

(8 (A) In the case of any individual who, upon filing applicstlon therefor
on or before the cffective date, would (but for the provisions of section 215 (f) (6)
of the Social Security Act) have been entitled to a recomputation under subpara-
graph (A) or (B) of section 215 (f) (2) of such Act as in effect prior to the enact-
ment of this Act, the Scoretary shall recompute such individual's primary insur-
ance amount, but only if he filea an application therefor or, in case he died before
filing such spg}lcmon, an application for monthly benofits of a lump-sum death
payment on the basls of his wages and solf-employment income is filed. Such
recomputation shall be made only as provided in subredtion (8) (2) of section 215
of the Sociat Seourity Act, as amended by this Act, through tho use of & primary
insurance amount determined under subsection (d) (6) of such seotion in the same
manner as for an individual to whom subsection (a) (1) of aueh section, as in
effect prior to the enactment of thia Act, is applicable; and such recomputation
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shall take into account only such wages and self-employiment income as would
be taken into account under section 215 (b) of the Social Security Act if the
month in which the application for recomputation is filed were deemed to be the
month in which the individual became entitled to old-age insurance benefits,
Such recomputation shall be cffective for and after the month in which such
application for recomputation is filed,
B) In the caso of—
(1) any individual who is entitled to a reoomputation under subparagraph
(A) of section 215 (f) (2) of the Social Security Act as in effect prior to the
enactment of this Act on the basis of an application filea after the effective
date and with respect to whom either less than gix of the quarters elapsing
after 1950 and prior to the day following the cffective date aro quarters of
ooveraﬁo or the twelfth month referred to in such subparagraph (A) occurred
after the effective date, and
(ii) any individual who is entitled to a recomputation under section 215
(? (2) (B) of tho Social Security Aot on the basis of an application filed
after tho effectivo date, and with respect to whom less than six of the quarters
elapsing after 1950 and prior to the day following the effective date are
uarters of coverage or who did not attain the age of seventy-five prior to
tho day following the cffective date,
the recomputation of his primary insurance amount shall bo made in the manner
provided {n section 215 of the Social Security Act, as amended by this Aet, for
computation of such amount, except that his clos{ng date, for purposes of sub-
section (b) of such section 215, shall bo determined as though he became entitled
to old-age insurance benefits in the month In which he filed such application for
recomputation. Such recomputation shall be effectivo for and after the month
in which such application for recomputation is filed. As used in this subpara-
Fraph and the succeeding subsections of this section, the “effective date” is the
ast da*or the month following the month in which vhis Act is enacted.

(C) No individual shall be entitled to a recomputation under section 215 (M} (2)
of the Social Security Act as in effect prior to tho date of the enactment of this
Act unless (i) he had not less than six ‘quarters of coverage in the perlod after
1950 and prior to January 1, 1035, and (ii) elther the tweifth month referred to
in aubparag:?h (A) of such section 215 (f) (2) occurred prior to January 1, 1058,
or he attained the age of 75 prior to 1955, and (ili) he meets the other conditions
of entitlement to such a recomputation. No individual shall be entitled to a
recomputation under subparagraph (A) or (B) of this pamgrngh if his primary
insurancoh amount has previously been recomputed under either of such sub-

ragraphs,
pa(ﬁ)g hl" the case of an individual who died or became (without the applieation
of seotion 202 (j)} (1) of the Social Security Act) entitled to old-age insurance
benefits in 1050 and with respect to whom not less than six of the quarters elapsing
after 1054 and prior to the quarter following the quarter in which he died or became
entitled to old-age insurance benefits, whichever first occurred, are quarters of
coverago, his closing date shall be July 1, 1056, instead of the day specified in
section 215 (b) (8) of such Act, but only if it would result in a higher Rrimuy
insurance amount. For the purposcs of section 215 (0 (3) (C) of such Act, the
determination of an individual’s elosinlg date under tho preceding sentence shall
be considered as a determination of the individual's closing date under scetion
215 }b) (3) (A) of such Act, and the recomputation provided for by such section
315 (D (3) (C) shall be made using July 1, 1956, as the closing date, but only if
it would result in a higher primary fnsuranoe amount. In any sich computation
on the basis of a July 1, 1956 closing date, the total of his wages and self-employ-
ment {noome after December 31, 1055, shall, if it {3 in exoess of $2,100, be reducod
to such amount,

(7) Section 203 (a) of such Act is amended to read as follows:

“(a) Whenever the total of monthly benefits to which individuals are entitled
under section 203 for & month on the basis of the wages and self-employmont in-
come of an insured individual {s more than $50 and exceeds (1} 80 per centum of
his average monthl{ wage, or (2) one and one-half tiines his primary insurance
amount, whichever {# the greater, such total of bonefits shall, after any deductions
under this seotion, be reduced to 80 per contum of his average monthly wage or
to one and one-half times his primary insuranco amount, whichever is the greator
but in no oaso to less than $50; except that when any of such individuals so entitled
would (but for the provisions of section 202 (k) (3) (A))} be entitled to child’s
insurance benefits on the basis of the wages and self-employment income of one
or more other insured individuals, such total of benefits, after any deduotions
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under this section, shall not be reduced to loss than 80 por centum of the sum ot
the average monthly wages of all such insured individuals. In any caso in which
tho total of the benetita roferred to in the preoodiuiz sentence, after reduction (if
any) thereunder, is more than $200, such total shall, notwithstanding the provi-
sfons of such sontence, be reduced to $200. Whenever a reduction is made under
this subsection, each benefit, oxcept the old-age insuranco benefit, shall be pro-
portionately decreased.”
8) In the case of an individual who became (without the application of section
0& (1)) entitled to old-age insurance benefits or died prior to the day following
the effective date, the provisions of scction 215 (f) (3) as in effect prior to the
enactment of this Act shall be applicable as though this Act had not been enacted.
(f) (1) The amendments made by the preceding subseetions, other than sub-
soction (b) aud paragraphs (1}, (2), (3), and (4) of subsection (¢}, shall (subject to
the provisions of mﬁraph (2) and notwithstanding the provisions of section
215 }f) (1) of the Social Security Act) apply in the caso of lump-sum death pay-
ments under section 202 of such Act with respect to deaths occurring after, and
in the case of monthly benefits under such section for months after, the effective

date,

(2) (A) The amendment made by subsecction (b) (2) shall be applicable only
in the case of monthly benefits and the lump-sum death payvment based on the
wages and self-employment income of an individual (i) who does not become
eligible for benefits under section 202 (a) of the Social Sceurity Aect until after
the effective date, or (i) who dies after such effective date and without becoming
eligible for benefits under such section 202 (a), or (iii) who is or has been entitled
to have his primary {nsurance amount recomputed under section 215 (f) (2) of the
Social Security Aect, as amended by subsection (¢) (2) of this sectfon, or under
subsection (o) (5) (fl) of this section, or (iv) with respect to whom not less than
&ix of the quarters elapsing after Juno 1953 are quarters of coverage (as defined
in such Act), or (vi) who files, after the effective date, an application for a dixability
determination which is accepted as an application for purposes of section 216 (f)
of such Act, or (vi) who dlies after the etfective date and whose survivors are (or
would, but for the provisions of section 215 (f) (7) of such Act, be) entitled to a
recomputation of his peimary insurance amount under section 215 (f) (4) (A) of
such Act, as amended by this Act, For purposes of the proceding sentence an
individual shall be decmed cligible for benefits under scetion 202 (a) of tho Social
Security Act for any month if he was, or would upon filing application therefor
fn such_month have been, entitled to such benefits for such month,

(B) In the case of any individual entitled to old-age insurance benefits under
section 202 (a) of the Social Security Act who was or, upon filing application
therefor, would have been entitled to such benefits for the month in which the
effective date occurs, to whom subpnragurh (A) is inapplicable, and with respect
to whom not less than six of the quarters elapsing after June 30, 1953, are quarters
of coverage, the Secretary of Health, Fducation, and Welfare afmll, notwithstand«
ing the provisions of section 216 (f) (1) of the Soctal Security Act, recompute the
primary insurance amount of such individual but only upon the fifing of an appli-
cation, after tho effective date, by him or, if he dies without filing such an applica-
tion, by any person entitled to monthly survivors benefits under section 202 of
sych Act on'the basis of such individual’s wages and self-employment income.
Such recomputation shall be made in the manner provided in section 218 of the
Social Security Act for computstion of such individual’s primary insurance
amount, except that the provisions of subsection (f) of such section (other than
saragngh 3) (Cgl themg ghall not be applicable for purposes of such computa-

fon, and except that his closing date, for purposes of subsection (b) of such section,
shall be determined as though he became entitled to old-age insurance benefits
in the month in which he filed such application for recomputation or, if he died
without filing such application, the month in which he died. Such recomputation
be effective for and after the month in which .the application therefor was
filed by such individual or if such ap?licnt.{on was flled by a person entitled to
month r survivors benefits under soction 202 of the Social Security Act on the
basis of such individual’s wages and self-employment income, for and after the
first month for which such person was entitled to such survivors benefits. No such
recomputation of an indlvidual's primary insurance amount shall be effective
unless it results in a higher primary insurance amount for him; nor ghall an,
such recomnputation of an individual's pritnary insuranoce amount be efoctive {f
such amount has previously been recomputed under this subsection,

(3) The amendments made by subsectiona (b) (1), () (1), and (o) (3) (B) shall

be applicable only iu the case of monthly benefitd.based on the wages and soif-
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omployment income of an individual who docs not becomo entitle to old-age
insurance benefits under section 202 (a) of the Social Sccurity Act until after
the effective date, or who dics after the effectivo date without becoming entitled
to such benofits, or who files an application afler tho effoctive date and is entitled
to a reccomputation under paragraph (2) or (4) of section 2156 (f) of the Soclal
Scourity Act, as amended by this Act, or who is entitled to a recomputation
under paragraph (2) (B) of this subsection, or who is entitled to a recompu-
tation undoer paragraph (5) of subsection ().

(4) The amendments made by rubscction () (2) shall bo applicable only
in tho case of applications for recomputation filed after 1954. Thoe amendment
magie by subsecction (e} (4) shall be applicable only in the case of deaths after

1954.

(6) The amendments made by subparagraph (A) of subscetion (¢) (3) shall
be applicablo only in the case of applications for recomputation filed, or deaths
occurring, after the offective dato.

(6) No inercase in any benefit by reason of the amendments made by this
soction (other than subscction (i)) or by reaon of subparagraph (B) of para-
graph (2) shall be regardod as & recomputation for purposes of section 215 (f)
of the Social Security Act.

(g) Effective with the beginning of the second month following the month
in which this Act is enacted, seetion 2 () (2) (B) of the Soclal Security Aot
Amendments of 1952 is amended to read as follows:

‘“(B) The rrovisions of subparagraph (A) shall cease to apply to the benefit
of any individual under titlo I1 of the Social Sccurity Act for any month
after the month following the month in which the Social Security Amend-
ments of 1054 are enacted.”

(1) ero—
(A; an individual was entitled (without the application of section 202 (j)
(1) of the Social Security Actg to an old-age insurance benefit under title Il of
such Act for the month in which the effective date occurs;

(B) onc or more other persons were entitled (without the application of
such section 202 (§) (1)) to monthly benefits under such title for such month
on the basis of the wages and sclf-employment income of such individual;

and

(C) the total of the benefits to which all persons are entitled under such
title on the basis of such individual's wages and self-cployment income for
any subsequent month for which he is entitled to an old-age insurance benefit
under such title, would (but for the provisions of this é)ozz‘rafmph) he reduced
by reason of the application of section 203 (a) of the ial Security Act, as
amended by this Act,

then the total of benefits referred to in clause (C) for such subsequent month shall
reduced to whichever of the following is the larger—

(D) the amount determined pursuant to seetion 203 (a) of the Social Secu-
rity Act, as amended by this Act; or

F) the amount determined pursuant to such section, as in effect prior to
the enactment of this Act, for the month in which the effective date occurs
plus the excess of (i) the amount of his old-age Insurance benefit for such
month computed as if the amendments made by the preceding subsections
of this section had been applicable in the case of auch benefit for such month
over (i) the amount of his old-age insurance benefit for such month, or

(F) the amount determined pursuant to section 2 ﬁd (1) of the Soclal
Security Act Amendinents of 1052 for the month in which the effective dato
occurs plus the excess of (i) the amount of his old-age insuranco benefit for
such month com]f)uted as if the amendments made by the L)recedlng subsec-
tions of this section had been applicable in the case of such benefit for such
month over (ii) the amount of his old-age insurance henefit for such month,

(2) Where—

(A) two or more persons were entitled (without the application of sec-
tion 202 (j) ;I) of the Social Security Act) {o monthly benefits under title 11
of such Act for the month in which the effective date occurs on the basis of
tho wages and scll-ecmployment income of a deceased individual; and

(B) tho total of the benefita to which all such persons are entitled on the
basis of such deceased individual’s wages and self-employment income for any
subsequent month would (but for tho provisions of {his paragraph) be reduced
by reason of tho application of the first sentence of section 203 (a) of the
Social Security Act, as amended by this Act,
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then, notwithstandin, any other provision In title II of the Bocial Security Act,
uch deceased individual’s average monthly wage shall for purposes o{ such

tion 203 (h), be whichever of the following is the large;
average monthl, wngo determined punu:nt to gection 218 of such

as amended by this Act; or
(b) is average monthly wage decermined under such section 215, as in
effect &rﬂor to the enactment of this Act, p
(i) (1) Section 202 of such Act fs amended by fnsertlng after subsection (1)
the following new subsection:

“Minimum Survivor's or Dependent’s Benefit

“(m) In any case {n which the benefit of an{ individual for any month under
this section (other than subeection (a)) is, prior to reduction under subsection
(k) (2%2 less than $30 and no other tnd:vid’unl is (without the application of sec«
tlon [YEO))] entmed w & benefit under this section for such month on the basis
the same wages and self-employment income, such benefit for such month shall,
prior to reduction under such subsection (k) (32‘ be increased to $30.”
(2) The first sentence of subsection (i) of such section 202 is amended b by insert-
ing , or an smount equal to $255, whichever is the smaller’” after “primary
insurance amount’.

AMENDMENTS Rmumo 10 DEDUCTIONS FROM BENEFITS

. 8gkc. 103, (8) (1) Section ; of the Bocial Security Act {s amended by
striking out amgraphs (1) and and inserting in leu thereof the following

new pa
"H i‘x)z which such individual is under the age of seventy-five and for which
month he s charged wlth any earnings under the provisions of subsection
(eb of this section; or”.
(2) Such aect.ion 203 ®) is amended by inserting after pamgnph (1) (inserted
by p&mfr g‘of this subsection) the following new }mmgra
(2) in which such mdlvldual is under the age of sev: enty-ﬁve and on seven
or more different calendar da; l}m of which he engnged in noncovered remu-
nerative wtlvity outslde the United States; or
(b) Sl) Section 203 (o) of such Act {s amended by striking out paragraphs m
and (2) and lnsortlng in leu Ghereor the lollowlng new paragra;

“(1) in whioh the lnd v dual, on the basis of whose wsses a.nd self-employ-
ment income such benefit was eé)ayable, is under the age of seventy-five and
for which month he ls charg th any earnings under the provislons of

subsection (e) of this section; or'",
{2) Such eect on 203 (c) is amended b¥ inserting after paragraph (1) (inserted
by L of this subsection) the following new paragraph:

“(2) ln which the individual referred to {n parsgraph (15’ fs under the age
of seventy-five and on seven or more different calendar days of which
engaged {n ci:onoot;:red {em\&nm%ge(afﬁguy gurlg?‘ the 3&0%&::30 "

ée e second sentence of section of such Act is amen tead as
follows: “;l‘he egargln o’{ earnings to any month shall be treated as an event
006 n such mon
3 The Pneadlng of aectlg‘xlx 203 (e) of such Act {s amended to read “Months
Earnings A
lg phs (1) and (2) of such seotlon 203 (e) are amended to read as

“(l) 1t an lndividual'l eamlnﬁf for a {axable year of twelve months are
not more than & no month in such year shall be charged with any
earnings. If an lndlv!dud’a earn for a taxable ear of lesa than twelve
months are not more than the product of one-tw th of 81,000 times the
number of months {n such year, no month in such year nball be charged with

S {v)) l}na‘z: lndlvldual’a earn fora tuable elr of twelve monthn are in
excess of $1,000, the amount of his earnl nga n excess of $1,000 shall be
charged to mnﬁnuoows. first $80 of suchuce-uh be charg
to the last month of such taxa le year, and the balance, if any, of such excess
shallbe ¢ at the rate of §80 per month to each precedtng month in such
year to zhlo such charging s not prohibited by the last sentence of this
“rr;};rap until all of such balance has been applied. If an individual’s

n? for a taxable year of less than twelve mpnths are more than the
produot of one-twelfth of 81,000 times the number of months in suck: year,

! /

7

i
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the amount of such earnings in excess of such product shall be charged
to months as follows: The first $80 of such exceas shall be charged to the
last month of such taxable year, and the balance, if any, shall be charged
at the rate of $80 per month to each preceding month in such year to which
such charging is not prohibited by the last acntence of this paragraph, untfl
all of such balance has been applied. Notwithstanding the preceding fro-
visions of this paragraph, no part of the cxcess referred to in such provisions
shall be charged to any month (A) for which the individual whose earnings
are involved was not entitled to a benefit under this title, (B) in which an
event described in paragraph (2), (3), (4), or (8) of subsection (b), or in
subsection (m), occurred, ( z.ln which such individual was age soventy-five
or over, or (D) in which such individual did not engage in self-employment
and did not render services for wages (determined as provided in paragraph
(4) of this subscetion) of more than $80.”

(3) Paragraph (3) (B) of such section 203 (o) is amended to read as follows:

“(B) For Xur seg of clause (D) of paragraph (2)—

“(i) An individual will be presumed, with respect to any month, to have
been engaged in self-cmpioyment in such month until it {s shown to the satis-
faction of the Secretary that such individual rendered no substantial services
in such month with respect to any trade or business the net income or loss
of which is includible fn computing (as provided in paragraph (4) of this
subsection) his net carnings or net loss from self-employment for any taxable
{ear. The Secrctary shall by regulations cfmcribe the methods and criteria
or determinining whether or not an individual has rendercd substantial
services with respect to any trade or business.

“(ii) An individual will be presumed, with respect to any month, to have
rendered scrvices for wages (determined as provided in paragmrb (4) of
this subsection) of more than $80 until it Is shown to the satisfaction of the
Secrctary that such individual did not render such services in such month

* for more than such amount.”
§4) Such section 203 (e) Is further amended by adding at the end thereof the
following new paragraphs:

“%4) (A) Anindividual’s earnings for a tarable year shall be (I) the sum of
his wages for services rendered in such year and net earnings from self-
emgloyment for such year, minus ({i) any net loss from self-employment for
such year.

"(lg In determining an Individual’s net earnings from self-employment
angd his net losa from self-employment for purposes of subparagraph (A) of
this p! aph_and subparagraph (B) of par ra;l)h 3), the provisions of
sootion 211, other than paragraphs (1) and e&:g of subscction (o), shall be
applicable; and any excess of income over deductions resulting from such a
computation shall be his net earnings from self-employment and any excess
of deductions over income 80 resulting shall he his net loss from self-employ-

ment.

(C) For purposes of this subsection, an individual's wages shall be com-
puted without' regard to the limitations as to amounts of remuneration
epecified in subseotions (a), (b) (2), (g‘) (3), (h) (3), and (j) of section 209;
and in making such computation services which do not constitute employ-
ment as defined in section 210, %e:lonned within the United States by the
individual as an employee, shall be doemed to be employment aa 8o defined
if the remuneration for such services is not includible in computing his net
earnings or net losa from self-employment.

“(8) For pur of this subsection, wages (determined as provided in
paragraph S (8; which, according to reports received by the Secretary, are
paid to an individual during a taxable year shall be presumed to have been
})aid to him for services performed in such year until it is shown to the satise .
'actlon of the Secretary that they were paid for services performed in another
taxable year. If such reports with respect to an individual show his wages
for a calendar fyem-. such individual’s taxable year shall be presumed to bo a
calendar year for purposes of this subsection until it is shown to the satlaface
tion of the Secretary that his taxable year is not a calendar year.”

(e) Boction 203 (f) of such Act is amoended to read as follows: [

“Penalty for Fallure To Report Cortain Events

“(f) Any iIndividual in ronel&t of benefits subject to deduction under sub-
sootlon (b), (¢), or (m) or who is In recoipt of such benefits on behalf of another
individual), because of the occurrence of an event specificu therein (other than an
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event specified in subsection (b) (1) or (¢6) (1)), who fails to report such occurrence
to the Secretary prior to the recelp! and accoptance of an insurance benefi. for the
second month following the month in which such event ocourred, shall suffer an
additional deduction equal to that imposed under subscction (f)), (c), or (m),
exoept that the first additional deduction imposed by this subseciion in the case
of any individual shall not exceod an amount equal to onoe month’s benefit even
though the failure to report is with respect to more than one month.”

(1) The heading of section 203 (g) of such Act is amended to read ““Report

of Earnings to Secretary’.

(2) The frst sentence of paragraph (1) of section 203 (g) of such Act is amended
to read as follows: “If an individual is entitled to any monthly insurance benefit
under section 202 during any taxable year in which he has earnings or wages, as
computed pursuant to paragraph (4) of subsection (e), in exceas ol the product of
one-twelfth of $1,000 times the number of months in such year, such individual
(or the {ndividual who is in receipt of such benefit on his behalf) shall make a
report to the Secretary of his earnings (or wages) for such taxable year.”

3 Paugnrh (2) of such section 203 (g) is amended to read as follows:

“@2) If an individual fails to make a report required under paragraph (1),
within the time prescribed therein, for any taxable year and any deduction is
im] under su tion (b) (1) by reason of his earnings for such year, he shall
suffer additional deductions as follows: . .

“(A) if such failure is the first one with respect to which an additional
deduction {8 fm under this paragraph, such additional deduction shall
be equal to his benefit or benefits for the last month of such year for which
he was entitled to a benefit under section 202;

'"(B) if such failure is the second one for which an additional deduction is
imposed under this paragraph, such additional deduction shall be equal to
two times his benefit or benefits for the last month of such year for which he
was entitled to a benefit under sectlion 202;

“(C) if such fallure is the third or a subsequent one for which an additional
deduction is imposed under this paragraph, such additional deduction shall
be eq;‘ul to three times his benefit or benefits for the last month of such year
for which he was entitled to a benefit under section 202;

except that the number of the additional deductions required by this paragraph
with respect to a failure to report earnings for a taxable year shall not exceed the
number of months in such year for which such individual received and accepted
insurance benefits under section 202 and for which deduetions are imposed under
subsection (b) (1) by reason of his earnings. In determining whether a failure
to report earninrfs in the first or a subsequent failure for any individual, all taxable
years ending prior to the imposition of the first additional deduction under this
pa Pph, other than the latest one of such years, shall be disreiard ,*?

(4 raph (3) of such section 203 (g) is amended by striking out “‘subsec-
tion (b) (2)" each time it appears and Inserting in lieu thereof “subsection (b)
(1)’’; by striking out “net earnings from sel!-emplog‘ment" each time it appears
and Inserting in lieu thereof “‘earnings'’; b;r striking out ‘‘such net earnings”
and inserting in lieu thereof ‘'such earnings’; and by adding at the end of such
paragraph the following new sentence: “If, after the close of a taxable year of
an individual entitled to benefits under section 202 for such year, the Secretary
requeats such individual to furnish a report of his earnings (as computed pursuant
to pa ph (4) of subsection (e)) for such taxable year or any other informa-
tion wit| ot to such earnings which the Beoretary m:g' sree , and the indi-
vidual falls to comply with such request, such failure shall in {tself constitute
justification for a determination that such individual's benefits are subject to
deductions under subsection (b) (1) for each month in such taxable year (or only
gor auell: mongu thereof as the Secretary may speoify) by reason of his earnings
. for such year.

(8) Seztlon 203 of such Act is amended by adding at the end thereof the follow-
ing new subseotion:

Noncovered Remunerative Activity Outside the United Statea

“(k),An individual shall be conaidered to be engaged in noncovered remunera-
tive activity outside the United States if he performs segvices outside the United
States as an employee and such services do not constitute employment as defined
in section 210, or if he carrles on a trade or business outside the United States
{other than the performance of service as an emplovee) the net income or loss
of which (1) is not inecludible in computing his net earnings from self-employment
for a taxable year and (2) would not be excluded from net earnings from self-

!
!

]
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employment, if carried on in the United States, by any of tho numbered paragraphs
of section 21t (a). When used in the preceding sentence with respect to a trade
or business (other than the performance of service as an employee), the term
‘United States’ does not include Puerto Rico or the Virgin Islands 10 the case of
an alien who {8 not a resident of the United States (including Puerto Rico and the
Vivgin Islande); and vhe term ‘trade or business’ shall have the same meaning
as when used in section 23 of the Internal Revenue Cogg.” /

h) Section 203 of such Act is further amended by adding after subsection (k)
(added by subsection (g) of this section) the following new subsection: .

“Good Cause for Failure To Make Reports Required

“(1) The failure of an individual to make any report rﬁuired by subsectior ()
or (ﬁ) withir the time prescribed therein shall not be regarded as such a failure if it
is shown to the satisfaction of the Secretary that he had good cause for failing to
make such report within such time. The determmination of what constitutes good
cﬂie fg; putrgose;g of this subsection shall be inade in accordance with regulations
of the Secretary,

@ (1) Secugn 203 of such Act is further amended by adding after subsection
(1) (added by subsection (h) of this section) the following new subsection:

“Deductions From Benefits of Dependents’ and Survivors’' Residing Abroad

“(m) (1) Deductions shall be made from ana' benefits to which a dependent or
survivor is entitled under subsection (b), (¢), (d), (e), (N, ({), or (h} of section 202
on the basis of the wages and self-employment income of an insured individual
until the total of such deductions equals such dependent’s or survivor's benefit or
benefits under such subsection for any month during no part of which he is a
resident of the United States unless—

“(A) such dependent or survivor resided In the United States for three

rears during the five years immediately preceding the first month for which

e was elig ble for such henefits or any other monthly bencfits under such
lse::’l'loix& 2(} based on the wages and self-employment income of such fnsured
ndividual; or

“(B) such insured individual would be a currently insured individual at
the time he became eligible for or entitled to old-age insurance benefits or
primary insurance bencfits or, if he died without becoming so eligible or
entitled, at the time of his deadl, even if no wages were counted for such pur-
pose except his wages (If :e?f") for service referred to in clause (B) of so much
of section 210 (a) as precedes paragraph (1) and his wages (if any) deemed

paid gursuant to subsection (J or (e) of section 217; or

“(C) 1o the case of a child entitled to child's insurance benefits, such child

first became eligible for such benefits (on the basis of the wages and self-
employment income of such insured individual) prior to the month in which
he attained the age of three and such child was born in the United States.

“(2) For purposes of paragraph (1)—

“§A) an individual shall be deemed eligible for benefits under any sub-
section of section 202 for any month if he was, or would have been upon
ﬂllngt 1,‘applicatiou therefor in such month, entitled to such benefits for such
month;

. "(B)’ & dependent is a wife, husband, or child of an {ndividual entitled to

old- 8e insurance benefits; and

“(C) asurvivorisa wid’ow, widower, child, former wife divoreed, or parent.
éof & dececased individual) entitled to monthly benefits under subsection (d),
@), (1), (8), or (h) of section 202."

(2) The first sentence of section 203 (d) of such Act is amended by striking
out “(b) and (0)"’ and inserting in lieu thereof ‘‘(b), (c), and (m)".

(3) Bection 214 (b) of such Act is amended by striking out ‘‘or'’ before clause (3)

and by inserting immediately before the period at the end thereof: *, or (4) for
* purposes of section 203 (m) only, the first ?luarwr in which he was, or would have

n upon filing application therefor in such quarter, entitled to old-age insurance
benefits or primary fnsurance benefits’.

(4) Subsections (a) (1) and (e) (1) of section 217 of such Act are each amended
bl); adding at the end thereof the following new sentence: ‘“The grovtsiom of
clause nf shall also not npg(l{v for purposes of section 203 (m) (1) (B).”

'he amendments made by this subsection shall be applicable in the case

of any individual who (A) is entitled to benefits under any subsection of section
202 of the Social Securlty Act (other than subsection (a) thereof), on the basis of
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the wages and self-employment income of an insured individual, after the month
in which this Act is enacted, and (B) was not, and would not have been upon
filing application therefor in such month, entitlod (without the application of sub-
section (J) (1) of such section 202) to benofits under the same or any other sub-
section of such section 202 on the basis of such insured individual’s wages and
self-c;rt:\ployment fncome for the month in which this Act is enactea or any prior
month,

() (1) The amendments mae by subsection (f) and by paragraph (1) of sub-
section (8) of this section shall be applicable in the case of monthly benefits under
title I of the Social Security Act for months in any taxable year (of the incividual
entitled to such benefits) beginning after December 1954, Tho amendments
made by paragraph (1) of subsection (b) of this section shall be applicable in the
case of monthly benefits under such title II for months in any taxable year (of the
individual on the basis of whose wages and sclf-employment income such benefits
are payable) beginning after Decetnber 1954, The amendments made by sub-
sections (0) ana %)l and by paragraph (2) of subsection s:;) and paragraph (2) of
subsection (b), s it be applicable in the case of monthly benefits under such
title I for months after Decomber 1954, The remaining amendmems made by
this section (other than subsection (h) and &i)) shall be applicable, insofar as they
are related to the monthly benefits of an individual which are based on his wages
an1 self-employment income, in the case of monthly benefits under such title Il
for months in any taxable year (of such individual) beginning after December
1954 and, insofar as they are related to the monthly benefits of an indivitual which
are basod on the wages and self-employment income of someono else, in the case
of monthly benefits under such title 1I for months in any taxable ycar (of the in-
dividusl on whose wages and self-employment income such benefits are based)
beginning after December 1054,

2) No deduction shall be imposed on or after the date of the enactment of
this Act under subsection (f) or (g) of section 203 of the Soclal Security Act, as
in effect prior to such date, on account of fallure to filc a report of an event de-
scribed in subsection (b (ls, (b) (2), or (c) 31) of such section (as in effeet prior to
such date); and no such deduction imgose prior to such date shall he collected
aftes such date. In determining whether, under section 203 (g) (2, of the Social
Security Act, as amended by this Act, a failuro to file & report is a first or subse-

uent failure, any failure with respect to a taxable ycar which began prior to
anuary 1955 shall be disregarded.

INcrEASE IN EARNINGS COUNTED

8ec, 104, () Subsectlon (a) of section 209 of the Soclal Security Act s amended
to road as follows:

(a) (1) That part of romuneration which, after remuneration (other thau
remuneration referred to in the succoeding subsections of this section) equal to
83,600 with respect to employment has been psid to an individual during any
calendar Kear prior to 1955, is paid to such individual during such calendar year;

“(2) That part of remuncration which, after romuneration (other than remu-
neration referred to in tho succeeding subsoctions of this section) equal to $4,200
with respect to employment has beoon pald to an individual during any calendar
yoar after 1054, is i)aid to such individusl during such calendar year;".

(b) P?rl?gnph (1) of subsectlon (b) of section 211 of such Act is amonded to

as follows: !
"(l)o"l‘hat part of the net earnings from self-employment which Is in

coss
‘'(A) For any taxable year ending prior to 1955, (i) $3,600, minus
(1) the amount of the wages paid to such individual during the taxable

ear: and .
y “(b) For any taxable year ending after 1054, (i) $4,200, minus (if)
thg amount of the wages pald to such individual durlng the taxable year;

or'’,
(o) Clauses (1i) and (iif) of section 213 (a) (2) (B) of such Act sre amended to
read as follows—
‘“(ii) it the wngcs pafd to any individual in’'any calendar year
esual $3,600 in the case of a calendar year after 1950 and before
1985, or $4,200 in the case of a calendar year after 1984, each
quarter of such year shsll (subjoct to clause (i)) be a quarter of
coverage.

.
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“(ith if an individual has self-employment {ncome for a taxable
yeal, and if the sum of such income and the wages paid to him during
such year equals $3,600 in the case of a taxable year beginning after
1950 and ending before 1955, or $4,200 in the case of a taxable
year ending after 1054, each quarter any part of which falls in such
year shall (subject to olause ?i) be a quarter of coverage;'.

(d) Paragraph (1) of section 215 (e) of such Act is amended to read as follows:

“(1) in computing an individual’s average morthly wage there shall not

be counted the excess over $3,600 in the case of any calendar year after 1950

and before 1955, and the excess over $4,200 in the case of any calendar year

after 1954, of (A) the wages pald to him in such year, plus (B) the self-

emJ),l,oyment income credited to such year (as determined under section 212);
and”.

RETROACTIVE APPLICATIONS FOR BENEFITS

Sec. 105, a? Section 202 (*) (1) of the Soclal Security Act is amended by
striking out “‘sixth" and inserting in lieu thereof ‘“twelfth’’,

h) %‘he amendment made by subsection (a) shall ho spylicable only in the
case of applications for monthly benefits under section 202 of the Social Security
Act filed after the month followlng the month in which this Act js enacted; except
that no individual shall, by reason of such amendment, be entitled to any benegt
for any month prior to the fifth month before the month in which this Act is

enacted.

PREBERVATION OF INSURANCE RigHTs oF INDIVIDUAIS WiTH EXTENDED ToTAL
DisaBiLity

Sre. 108. (a) (1) Section 213 (a) (2) (A) of the Soclal Security Act is amended
to read as follows:

““(A) The term ‘quarter of coverage’ means, in the case of any quarter occuring
prior to 1051, a quarter in which the individual has been paid $50 or more in
wages, except that no quarter an{ part of which was included in a period of
disability (as defined in section 218 (i)}, other than the Initial quarter of such

riod, shall be a quarter of coverage. In the case of any individual who has

en pald, in a calendar year prior to 1951, $3,000 or more in wages, each quarter
of such year following his first quarter of coverage shall be deemed a quarter of
coverage, excepting any quarter in such year in which such individual died or
became entitled to a primary insurance benefit and any quarter succeeding such
quarter in which he died or became 8o entitled, and excepting any quarter any
p?n o}i‘I “'h'fhd'}',“ included in a period of disability, other than the initial quarter
of such perlod.

2 Sepcetlon 213 (a) (2) (B) (i) of such Act is amended to read as follows:

“(f) no quarter after the quarter in which such individual dled shall be a
quarter of coverage, and no quarter any part of which was included in a period
of dizability (other than the initial quarter and the last quarter of such per-
fod) shall be a quarter of coverage;'.

(b) (1) Section 214 (13 (2) of the Social Sccurity Act is amended by striking
out subpsragufh {B) and inserting in lieu thereof the following: .

‘(B) forty quarters of coverage,
not counting &s an elapsed quarter for purposes of subparagraph (A) any quarter
any part of which was included in a period of dizability (as defined in section 216
(i)) unless such quarter was a quarter of coverage.”

(2) Bection 214 (b) of such Act is amended by atr[king out the period and insert-
ing in licu thereof: ', not counting as part of such thirteen-quarter period any
quarter any part of which was included in a period of disability unless such quarter
was 8 quarter of eoverage.”

(cz (1) Section 215 (b) of the Social Security Act (as amended by section 102
(b} (1) of this Act) is amended by Inserting after ‘‘quarter of coverage" the follow-
ing: “and any month in any quarter any part of which was included in a period of
dlaabillt};' (as defined in section 218 (1)) unless such quarter was a quarter of
coverage”,

(2) gectlon 215 (d) of such Act is amended by adding at the end thercof the
lol]ow!nf new paragraph:

“(6) In the case of any individual to whom paragraph SB (2), or (4) of this
subsection is applicable, his primary insurance benefit s 1 'be computed as
provided therein oxcept that, for purposes of paragraphs (1) and (2) and sub-

mgraé:h (C) of paragraph w. any quarter prior to 1951 any part of which waa
neluded in a period of disability shall be excluded from the elapsed quarters

400580 4B
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.

unlees it was a wrm’ of coverage, and any” wages pald in any such quarter
shall not be counted.”

(8) Section 215 (e)"of suoch Aot (as amended by section 102 (o) (1) of this Act)
is amended by adding after para é’h (3) the following new paragraph:

"(4& in computing an individual’s average monthly wage, there shall not
be taken into account (A) any wages paid such individual in any quarter
any part of which was included in & potiod of disability unleas such quartee
was a quarter of coverage, or (B? any self-employment income of such
'm;llﬁuu"for any taxable year all of which was included in a period of

ty. . .
(d) Section 216 of the Soclal Security Act is amended by adding after sub-
section (h) the following new subscction: .

“Disability; Perlod of Qi&abﬂity

“#{) (1) The term ‘disability’ means (A) inability to cngage in any substantial
inful aotivity by reason of any medically determinable physical or mental
msairment which can be expected to result in death or to be of long-continued
and indefinite duration, or (B) blindnees; and the term ‘blindness’ means central
visual acuity of 5{200 or less in the better eye with the use of a correcting lens.
An eye in which the visual field is reduced to five degroes or less concentrio con-
Sractlon shall be considered for the purpose of this. paragraph as having a centr~l
visual acuity of 5/200 or less. An individual shall not bo considered to be under
a disability unless he furnishes such proof of the existenco thercof as may be
required. Nothing in this title shall construed as authorizing the Secretary
or any other ‘officer or emrloyoe of the United States to interfere in any way
with the practice of medicine or with relationshipa between practitionors of
medioine and their patients, or to exercise any supervisfon or control over tho
administration or operation of andr hospital. .

- 4(2) Tho term ‘period of disability’ means a continuous period of not less than
six full’calendar months (beginning and ending as hercinafter provided in this.
subsection) during which an individual was under a disability (as defined in para-
grsﬁh (1)). - No such period shall begin as to any individual unleas such {ndividual,
while under a disability, files an application for a disability determination with

¢ to such period; and no such period shall begin as to any individual after
such individual attains retirement age. Except as provided in paragraph (4), a
of disability shall beﬁln—- .
d“; (A) if the individual satisfies the requirements .of paragraph (3) on such
B * 4 ({) ‘on the day the disability began, or .
“(ii) on the first day of the one-xuear riod which ends with tho day
before the day on which the individual files such application, .
whichevef oceurs later; . .
‘(B) if such individual does not satisfy the requirements of ragragh
3) on the da‘\; referred to in aubpsra%r?h (A), then on the first day of.tho
. first quarter thereafter in which he satis es.suefl requirements.

A period of disability shall end with tho close of the last day of the first month
in ‘which either the dhgbllity coascs or the individual attains retirement age.
No application for g disabllity determination which is filed more than three months
before the firat day on which'a period of disability can begin (as determined under
this paragraph) shall be Acoepted as an arpllmtlon for purposes of this paragraph,
and no such application which is filed prior to January 1, 1953, shall be accepted.
(8) The reﬁreménu referred to in olauses gA) and (B) of paragraphs (2)
u;tdl(o : satlsfied by an individual with respect to any quaiter only if he had

pot less ‘ C s ) -

) “&tm quarters of eoverafe (as defined in section 218 &a) (2)) during

_ the n-quarter period which ends with such quarter; an

e "(B& twenty qua of coverage during the forty-quarter perfod which

"' I'ends with such quatter, ‘ Cor ‘
7ot counting as part of the thirteen-quarter perlod specified in olause (A), or the
forty-quarter period specified in clause (B), any quarter any part of which was
fticluded In & prior period of disabflity unless such quarter was A quarter of

coye . .
“ Y‘(iﬁf an Individusl files an tmleallo'n for & disability determination after
‘ and before Jl;:r 7, with respect to &' disability whish began
filed, then’ th e Y oot o7 sty 1 suah aBiv el does
-theén the nn or the sueh individual does
ok die-prior to Tuly 1, 1058, ahal) becs 0, 4 e o O
’
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“(A) the day such disability began, but only if he satisfles the require-
ments of paugraph (8) on such day; .

#(B) if he does not satisfy such roquirements on such day, the first day
of the first quarter thereafter in which he satisfies such requirements.”

(¢) (1) Tho first sentence of section 217 (a) (1) of the Soclal Security Act is
amended by inserting ‘‘and for purposes of section 216 (1) (3),” after ''World
War II veteran,”.

(2) The first sentonce of section 217 (o} (1) of such Act is amonded by inserting
“:nd"lor purposcs of section 218 (i) (3)," after ‘' veteran (as defined in paragraph

5) Such section 217 (a) (1) andstich seetion 21%-(e) (1) of such Act are each
amended by inserting ** oﬁ,l .purposes of scction 216 (i) {3)” inmediately before
:2? pﬁri())d at the en o}c o last sentonce thereof (added byte\ction 103 () (4) of

s Act).

(D Sectlon 5 (kY'ot the Railroad Retjrement Act of 1937,"as amended, i3
amended by striking out ‘‘and for the purposed of section 203 of that Act” and
inscrting In lleusthereof “and forth pur;&(;see of settions 203 and 216 (i) (3) of
that Act”. - -

Title IF of the Soclal Beourity{ Act is‘emended by adding after s¢ction 210
the following new soctions: S N \
i ‘

et o, ,
"msn}nurv PROVISIONS mu-r’u;cmml.n t}‘annsru RIGHTS IMPAIRED

«8go, 270, Nono of the ‘provisiods'of thls title Mlasing to periods of ditability
shall arpl in any cgse-in which ¢ }k application ulﬁ result {n the denial of
month ofits or a'lumpeaym deat ‘ppymeug whioh 'would otherwiso be payable
undor thisjtitle; nor shall the 1y in thy magf(nny monthly bonefit or lump-
sum deat| ;luyment der thistt le if such beni ;or payment would bo greator
without their application. AR )~ ;

\_DISABILITY DETERMINATIONS , ,
“8ro. 221.%,(a) In the case of any individual, the determipation of v{flether or
not he is under a disability (as defined in section 216 (i) ‘and of th¢ day such
disability began, and the deé,erminatlon the da on which sugh disability
ceases, shall, exdopt as provided 5” subsection (g),-be ' made by a State agenocy
ursuant to an agreement entered Into under subsection (b). Except as provided
ang (d), any such determination shall be the determination of

the Becretary for pu of ¢this title. ,

“(b) The Beoretary shallenter into an agreement with easl Btato which is willing
to make such an agreement %hde: which the State agenoy or agencies administering
the State plan approved under the-Vocatioual Rehablilitation Act, or mf' other
appropriate Stato Afenc or aienciea, or both, will make the determinations re-
ferred to in subsection I;) th respect to all individuals in such State, or with
respect to such class or classcs of individuals in the State as may bo designated in
the agreoment at the Btate’s request. .

“(0) The Scoretary may on his own motion review a determination, made by a
State leene{ rumuunz to an ment under this scotion, that an individual s
under a disability and, as a result of such review, may determine that such indiv’d-
ual is not under a disability or that such disabﬂhy hegan on a day later than that
determined by such agenoy, or that such disability ceased on a day earlier than that
determined by such agencg;‘

“(d) Any Individual dissatisfied with any detcrmination under subsection (a),
(o), or (g) shall be entitled to a hearing thereon by the Secretary to the same
extent as {3 provided In seotfon 205 (b) with respect to deelsions of the Socretary,
and to judiolal raview of the Socretary’s finat decision alter suoh hearing as is pro-
vided in acotion 205 (g).

"ioLeEach State which has an ment with the Secretary under this section
shal entitled to receivo from the Trust Fund, in advance or by way of reim-
bursemerit, as may be mutually upon, the cost to the State of carrying
out the agreement under this sectlon. The Sccretary shall from time to time
ocertify such amount as is necessary for this purpoeo to the Managh;% Trustee
reduced or increased, as the caso may be, by any sum (for whic 6‘iustmené
bereunder has not previously boen made) by which the amount certified for any

rior period was greater or less than tho amount which should have been pald to
ho State under this subsoction for such petiod; and the Managing Tyustee, prior
to audit or settlement by the General Accounting Office, shall make payment

. ! N
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from the Trust Fund at the time or times fixed by the Secrstary, in accordance
with such certification,

““(f) All money paid to a State under this section shall be used solely for the
purposes for which it is paid; and any money g0 paid which is not used for such
{urms shall be returned to the Treasury of the United States for deposit in

he st Fund.

(g) In the case of individuals in & State which has no agreement under sub-
section (b), in the case of individuals outside the United States, and in the case
of any class or classes of individuals not included in an ameent under subsection
(b), the determinations referred to in subsection (a) shall be made by the Sccretary
in accordance with regulations prescribed by him.

‘“REFERRAL FOR REHABILITATION SERVICES

““8ec. 222. It is hereby declared to be the policy of the Congress in enacting

the preceding section that disabled individuals applying for a determination of
disability shall be promptly referred to the State agenoy or agenoies administerin
or supervising the administration of the State plan approved under the Vocationa)
Rehabllitation Act for necessarv vocational rehabilitation services, to the end that
thgi x;xtax'i,mum number of disabled individuals mav be restored to productive
activity.
{h) glotwithstanding the provisions of section 215 () (1) of the Social Securitv
Act, the amendments made by subsections (a), (b), (¢), (d), (e}, and (f) of this
section shall a’pply with respect to monthly benefits under title I1 of the Social
Seourity Aot for months after June 1855, and with respect to lump-sum death
payments under such titlo in the case of deaths oceurring after June 1955; but no
recomputation of benefits by reason of such amendments shall be regarded as a
recomputation for purposes of section 215 (f) of the Soclal Security Act.

DeLETION 0F EARNINGS DURING UNLAWFUL RESIDENCE IN THE UNITED STATES

8ec. 107. (a) Section 205 of the Social Security Act isamended by redesignating
subseotéo‘n gn) as subsection (m) and inserting after such subsection the following
new subsection:

“(n) S} Notwithstanding the provisions of subsection (c), wages for service

rformed by sn individual during apy period that he is unlawfully in the United

tates, and self-employment income derived by him during such period, shall be
deleted from the Secretary’s records for such individual and shall not be counted
for purposes of determining entitlement to or the amount of any benefits or lump-
sum death payments under section 202.

“(2) Upon application for benefits or a lump-sum death payment on the basis

of the wages and self-employment income of any individual the Secretary shall
make a decision without regard to Jmmgmph {1) unless he has been notified by
the Attorney General that such individual was unlawfully in the United States
during any period of time. If the Attorney General has made or makes a deter-
mination that there was such a period, he shall notify the Secretary thereof, and
the Secretary shall certify no further benefits for payment or shall recompute the
amount of any further benefits payable on the basis of such individual’s wages and
self-employment_income, as may be required by para‘gimph (1). Any payment
certified by the Becretary on the basis ot the wages and self-employment income
of tuch individual prior to receipt of such notice shall not be deemed by reason of
this subsection to be an erroneous payment.” -
. {b) The amendment made by subsection é:.), shall be applicable in the case of
monthly benefits under title II of the S8ocial Seourity Act for months after, and in
the case of lump-sum death Puymenta with respect to deaths ocourring after, the
month following the month in which this Act is enacted.

TERMINATION OoF BeNErmITSs UPON bEPOBTA'I‘lON’
)

Blr:‘c.\ 108. (a) Section 202 of the Social Security Act is ameuded by adding at
the end thereof the followl_ng new subsection: .

“Termination of Benefits Upon Deportation of Primary Beneficiary

‘*(m) (1) Notwithstanding any other provision of this title, no monthly bene-
fits under this section shall be pald on the basis of the wuim and self-employment
income of any individual for an; month after such individual has been deported
under paragraph (1), (2), (4), (8), (8), (7), (10), (11), §l2), (14), (18), (18), 17,
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or (18) of section 241 (a) of the Immigration and Nationality Act, and no lump-
sum death payment shall be made on the baais of such wages and self-employment
income in case of death in or after such month,

(2) Upon application for benefits or a lump-sum death payment on the basis
of the wages and srlf-employment income of any individual, the Secretary shall
make a decision without regard to éraragraph (1) unless he has been notified by
the Attornev Generel that such individual has been deported under one of the

aragraphs of section 241 (a) of the Immigration and Nationality Act emunerated
n g&ragraph (1) of this subsection, If such individual has been or is deported
under anv such paragraph, the Attorney General shall so notify the Secretary,
and the Secretary shall certify no further benefits for payment on the basis of such
indi- idual's wages and self-employment income. Any payment cortified by the
Secretary on the basis of the wages and self-employment income of such individual,
g;lor to receipt of such notice, shall not be deemed by reason of this subsection to

an erroneous pavment,”

(b) The amendment made by subsection (a) shall be applicable fn the case of
monthly benefita under title II of the S8ocial Security Act for months after, and in
the case of lump-sum death Kayments with respect to deaths occurring after,
the month following the month fn which this Act is enacted.

INSURED StATUS

Sec. 109, (8) Section 214 (a) of the Social Security Act is amended by redesig-
nating paragraph (3) as paragraph (4) and inserting after paragraph (2) the follow-
ing new paragraph:

*(8) In the case of any individual who did not die prior to January 1, 1955,
the term ‘fully insured indjvidual’ means any individual who meets the require-
ments of paragrafh (2) and, in addition, any individual with respect to whom all
of the quarters elapsing after 1954 and prior to (i) July 1, 1956, or (ii) if later,
the quarter {n which he attained retirement age or died, whichever first occurred,
are quarters of eoveraﬁe." .

(b) Subparagraph (B) of section 213 (al) (2) of such Act is amended by ingertin
**(except wages for agricultural labor)’ after *‘$50 or more in wages'’ in that par
of suc subpara?rap which precedes clause (i), and by striking out clause (iv)
and inserting in Jieu thereof the following:

“(iv) if anindividual is paid wages for agricultural labor in a calendar year,
then, subject to clause (i), (8) the last two auarters of such year which can be
but are not otherwise quarters of coverage shall be quarters of coverage if
such wages are leas than $300; (b) the last three quarters of such year which
can be but are not otherwise quarters of coverage shall be quarters of coverage
if such wages equal or exceed $300 but are less than $400; and (c) each quarter
of such year which is not otherwise a quarter of coverage shall be a quarter of
coverage if such wages are $400 or more; and .

““(v) no quartershall bo counted as a quarter of coverage prior to the begin-
ning of such quarter.

If, in the case of any individual who has attained retirement age or died and who
has been paid wages for agricultural labor in a calendar year, the requirements for
insured status in subsection (a) or (b) of section 214, the requirements for entitle-
ment to & computation or recomputation of his primary insurance amount, or the
requirements of paragreph (3) of section 216 (Iyare not met after assignment of
quarters of coverage to quarters in such year as provided in clause (iv) of the
preceding sentence, but would be met if such quarters of coverage were assigned to
different quarters In such vear, then such quarters of eoverage shall instead be
assigned, for purposes only of determining compliance with such requirements, to
such different quarters.”

BENEFITS IN CERTAIN CAsEs oF DEATHS BEFORE SEPTEMBER 1050

Skc. 110. (a) In the case of any individual—
(1) who died prior to September 1, 1050, and was not a fully fnsured
individua! (under title I of the Bocial kecurft,v Act), when he died, and

2) who had not less than six quarters of coverage (as defined in such title),
such individual shall, except for purpores of determining entitiement cf a former
wife divorced to benefits under section 202 (g) of the Social Seourity Act, bo deemed
to have died a fully insured individual. Such individual’s primary insurance
amount shall be computed under subsection (a) (2) of section 215 of such Act,
except that, for the purpose of such computation, the provisions of panim h
(4) of subsection (d) of such section (in lieu of the provisions of paragrap! é)
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of such subsection) shall be applicable, and except that his closing date shall be
the first day of the quarter in which he died.  In the case of any such individual,
the requirement in subsection (h) of section 202 of such Act that proof of support
bo filed within two years of the date of his death shall not apply if such proof is
filed within two years after the first month following the month in which this Act
is enacted.

(b) The provisions of subsection (a) shall be :u)plivablo only in the ease of
mont.hl{ benofita under section 202 of the Social Seourity Act for months after
the first month following the month in which this Act iv enacted, on the basis
of applications filed after such month in which this Act is enacted. .

EuMINATION OF REQUIREMENT oF FuuiNa AvruicATION IN CERTAIN Casks

Sxc. 111, (a) Section 202 (e) (1) (C) of the Social Sccurity Act is amended to
read as follows:

40 (1) has filed application for widow’s insurancoe benefits or was en-
titled, after attainment of retiroment age, to wifo's insurance benefits, on the
basia of the wages and sell-emplo‘wnent incomo of such individual, for the
month preceding the month in which he died, or

1(11) was entitled, on the basis of such wages and self-cmployment income,
to mother’s insurance benefits for the month preceding the month in which
she attained rotirement age,”.

{b) Section 202 (g) (1) (D) of such Act ix amended to read as follows:

“(D) has filed application for mother’s insurance benefits, or was entitled
to wife's insurance benefits on the basis of the wages and self-omployment in-
come of such individual for the month preceding the month in which he died,”.

(o) The third sentence of section 202 (i) of ruch Act i amended by inserting
immediately beforo the peoriod at the end thereof the following: */, or unless such
person was entitled to wirfe’s or husband'’s insurance benefits, on the basix of the
wages and self-employment inceme of ruch insured individual, for the month pre-
ceding the month in which such individual died”.

TECHNICAL AMENDMENTS

Src. 112, (a) Tho second sentence of section 204 (a) of the Social fecurity Aot
is amended by inserting “‘and self-employment income’ after “‘wages”,

(b) Section 208 of the Social Security Act is amended by insorting *‘, or as to
the amount of not earnings from self-employment derived or the period during
which derived,’’ aftor “‘as to the amount of any wages paid or received or the period
during which ecarned or paid”.

RepeEal oF REQUIREMENT oF CERTAIN DEDUCTIONS

Seo. 113, (a) No deductions shall bo made pursuant tc subsoction (i) of section
203 of the Social Security Act from any benofits for any wonth after the month
in which this Act {s enacted; and, offective with the beginning of the month follow-
ing the month in which this Act is enacted, such subsection is repealed.

(b) No deductions shall be made pursuant to section 907 of the Social Security
Act Amendments of 1939 (53 Stat, 1360, 1402), with respoct to waios for rorvices
Rorlormed in 1039, from any benefits for any month after the month in which this

ct is enacted; and, effoctive with the beginning of the month following tho month
{n which this Act is enacted, such section is amended by striking out ‘1 per centum
of any wages pald him for services porformed in 1039, and subsoquent to his
attaining age sixty-five, and’. :

Proor or SurporT BY HusBaND oR WIDOWER IN CERTAIN Casks

Sxo. 114, (s) For the pur of determining the entitlement of any individual
to husband’s insurance benefits under subsection (o) of section 202 of tho Social
Seourity Act on the basis of his wifo's wages and solf-omployment incoine, the
requirements of paragraph (1) (D) of such subscction shall be deemed to be mot

(1) such individual was recelving at least one-half; of his support, as detor-
mined in accordance with regulations prescribod by the Socrotary of Health,
Education, and Wetlfare, from his wife on the first day of the first month
(A) for which she was entitled to a monthly bonefit undor subsoction (a) of
such section 202, and (B) In which an event described in paragraph (1) or
e} of section 203 (b) of such Act (as in offect before or after the enactment of
this Act) did not occur,

.
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(2) such individual has filod proof of such support within two yoears after
such first month, and

(3) such wife was, without tho nprllcaliun of subsection (j) (1) of such
section 202, entitled to a primary iusurance benefit under such Act for
August 1950,

b) For the purpose of dotermining the entitioment of any individual to
widower’s insurance bonofits under subsoction (f) of soction 202 of the Social
Security Act on tho basis of bis deceasod wife’s wagos and sclf-employmont
income, the requirements of paragraph (1) (13) (if) of such subsoction shall bo
deomed to be met if—

(1) such individual was recoiving at least one-half of his support, as do-
terminod in accordance with rogulations proscribed by the Socrotary of
Hoalth, Education, and Welfare, from his wifo, and she was a currently
insured individual, ou the tirst day of tho first month (A) for which sho was
entitlod to a monthly bonefit undor subsoction (a) of such soction 202, and
(BB) in which an ovent doscribod in paragraph (1) or (2) of soction 203 (b) of
such Act (as in offoct before or after the enactment of this Act) did not oceur.

{2) such individual has filed proof of such support within two years after
such first month, and )

(3) such wife was, without the application of subsection (j) (1) of such
sm‘stéon 202, entitled to n primary insurance benefit under such Act for August

950,

(¢} For purposes of subsection (b) (1) of this Act, and for purposes of seetion
202 (¢) (1) of the Social Security Act in cases to which subsection (8) of this sec-
tion is applicable, the wife of an individual shall be deemed a currently insured
individual if she had not less thav six quarters of coverage (as determined under
section 213 of the Social Security Act) during the thlrlwn-(xuarter period ending
with the calendar quarter in which occurs the first montb (1) for which such wife
was entitled to a monthly benefit under section 202 (a) of such Act, and (2) in
which an event described in paragraph (1) or (2) of section 203 (b) of such Act
did not occur,

(d) This section shall apply only with respect to husband’s insurance benefits
under scetion 202 (¢) of the Social Security Act, and widower’s insurance benefits
under scetion 202 () of such Act, for months after the first month following the
month in which thia Act is enacted, and only with respect to benetits based on
applications filed after such first month,

DeriNiTION

Skc. 115. As used in the Rmvisiovs of the Social Security Act amended by this
wl?. the terin ‘“‘Secretary” means the Scerctary of Health, Education, and
eliare,

TITLE II—AMENDMENTS TO INTERNAL REVENUE CODE

AMENDMENTS TO DEFINITIONS oF SELW-EMPLOYMENT INCOME AND ReLATED
DEriNITIONS

Sxc. 201. (8) (1) Paragraph (1) of section 481 (a) of the Internal Revenue Code
is amended to read as follows:

“(1) There ghall be excluded rentals from real cstato and from personal
property leased with the real estate (including such rentals paid in cro,
shares) together with the deductions attributablo theroto, unless suc
;cml.ls are reccived in the course of a trade or business as a real ostate

ealor;".

(3) Subsection (a) of section 481 of the Internal Rovenue Codo is amended
by striking out paragraph (2) and redesignating parageaphs (3), (4, (5), (0),
and (7), and any references theroto containod in such code, as paragraphs (2),
(8), (9, (5}, and (B), respeotively, and by adding at the end of such subsection
the following new sentence: “‘In the case of any trade or business which is carriod
on by an individual who reports his income on a cash receipta and dizsbursemeonts
basis, and in whieh, if it woro carriod on exclusively by employees, the major

rtion of the services would constitute agricultural labor ax defined in section

426 (h), (i) if the gross income derived from such trade or business by such
individual is not more than $1,800, tho net earnings from eself-employment
derived by him therefrom may, at his option, be deemed to be 50 por centum of
such gross income in lieu of his net earnings (rom self-employment from rsuch
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trade or business computed as provided under the preceding provisions of this
subsectlon, or (ii) if the gross income derived from such trade or business by such
fndividual is more than $1,800 and the net earninrs from self-employment derived
by him therefrom, as computed under the preceding provisions of this subsection,
are less than $900, such net earnings may instead, at the option of such individual,
be deemed to be $000. For the pur of the Eroceding sentence, gross income
derived from such trade or business shall mean the gross receigu from such trade
or business reduced by the cost or other basis of property which was purchased
and sold in carrying on such trade or business, adjusted (after such reduction) in
accordance with the preceding provisions of this subsection."

(b) (l)tz’m raph (1) of section 481 (b) of the Internal Revenue Code is

smended as follows:
“ ;I‘hat part of the net earnings from self-employment which is in
excess of —

“(A) For any taxable year ending prior to 1955, (i) $3,600, minus (ii)
the amount of the wages paid to such individual during the taxable year;

and
“(B)- For any taxable year ending after 1954, (i) $4,200, minus (ii) the
an'l'ount of the wages paid to such individual during the taxable year;

or",

(2) Bection 481 (b) of the Internal Revenue Code is amended by inserting after
“emrloyees’ the following: ¥, or under an agreement entered into pursuant to
the provisions of section 1428 (m) (relating to coverage of citizens of the United
States whe are employees of forelgn subsidiaries of domostie corporations),”.

(o) Section 481 (¢) of the Internal Revenue Code is amended b}‘; striking out
paragraphs (4) and (8), by inserting “‘er’ at the end of paragraph (3), and by
adding after _Faragmnh (3) the following new paragraph:

“(4) The performance of service by an Individual in the exercise of his
profeasion as a physician, or the performance of such service by a partnership.’”’

(d) The amendments made by subdivisions (a), (b), and (c) of this section shall
be applicable only with respect to taxable years ending after 1954,

Rerunp or Cerrain Taxzs Depucrep From WagEs

SEc. 202. (a) (1) The first sentence of section 1401 (d) (3) of the Internal
Revenuo o s amended to read as follows: “If by reason of an employee roceiv-
ing wages from more than one employer during a calendar year after the calendar.
year 1950 and prior to the calendar year 1055, the wages reccived by him during
such year exceed $3,600, the employee shall be entitled to a refund of any amount
of tax, with respect to such wages, imposed by section 1400 and deducted from the
employee’s wages (whether or not paid to the Secretary or his delegate), which
ex s the tax with respect to the first $3,600 of such wages received; or if by
reason of an employee receiving wages from more than one emploi'er during any
calendar year after the calendar year 1954, the wages received by him during such
{:x“ oxcoed $4,200, the employee shall be entitled to a refund of any amount of

, with respect to such wages, imposed by section 1400 and deducted from the
employee’s. wages S:vhether or nat paid to tho Secretary or his delogato), which
ex s the tax with respect to the first $4,200 of such wages roceived.”

gz) 8ection 1401 (d) (3) of the Internal Revenue Code is amended by striking
out the period at the end of the second sentence and inserting in Hou thereof “‘or, in
the case of any agroement (or modification) pursuant to ssction 218 of the Social
Security Act which is effective as of a date more than two years prior to the date
such agreement (or modiﬁcatlon? was to, within a period of two years after
the end of the calendar r in which such a mont {or modification) was

agreod to by the State and the Secretary of Health, Education, and Welfare,"”
M) (1 o head(nﬁ of section 1401 (d) (4) of _dm Internal Revenue Code is
amended to read as follows: ‘‘SPXCIAL RULES IN THBE CASB OF FEDERAL AND STATE

BMPLOYEES AND EMPLOYEKS OF CERTAIN FOREIGN CORPORATIONS.—"'

iz) Bection 1401 @ (4) (A) of the Internal Revenue Cods Is amended by
striking out '$3,600,’’ and inaertigs in lieu thereof ‘83,600 for the calendar year
1951, 1852, 1953, or 1954, or 84,200 for any calendar éy:gr after 1954,"”,

(85 Section 1401 (d) 4) of the Internal Revenue o is amended by adding
at the end thereof the fol owla; new sub) aph:

“©) Emglog'eec Certain Foreign Corporations.—For the purposes
of paragrapl us ) of this subsection, in the case of remuneration received
during any calendar year after the calendar year 1054, the term ‘wages’
includes such remuneration for services covered by an agreement made
pursuant to section 1426 (m) of this subchapter as would be wages if
such services constjtuted employment; the term ‘emnployer’ includes any
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domestic corporation which has enterced into an agreement pursuant to
section 1426 (mn); the term ‘tax’ or ‘tax imposed by section 1400’ includes,
in the case of services covered by an agrcement entered into pursuant
to section 1426 Sm), an amount equivalent to the tax which would be
imposed by section 1400, if such services constituted employment as
defined in scction 1426; and the provisions of paragraph (3) of thia sub-
section shall apply whether or not any amount deducted from the em-
ployec’s remuneration as a result of the agrecinent entered into pursuant
to section 1426 (m) has been paid to the Sceretary or his delegate.”

(c) The second sentence of section 1420 (e) of the Internal Revenue Code
is amended by inserting “in the case of the calendar ycar 1951, 1952, 1953, or
1954, or tho $4,200 limitation in such section in the case of any calendar year
after 1954" after **the $3,600 limitation in sectlon 1426 (g) él)."

(dz The amendments made by subscctions (az (1), (b) (2), and (c) shall be
applicable only with respect to remuncration paid after 1954,

CoLLECTION AND PAYMENT oF Taxes Wita Resrecr 1o Coasr Guarp
ExcHANGES

Sec. 203. (a) Section 1420 (e? of the Internal Revenue Code fs amended bg
adding at the end thercof the following new sentence: “The provigions of th
subsection shall be applicable also in the case of service performed by a clvilian
employee, not compensated from funds appropriated by the Congress, in the
Coast Guard KExchanges or other activities, conducted by an instrumentality
of the United States subject to the jurisdiction of the Secretary, at installations
of the Coast Guard for the comfort, pleasure, contentment, and mental and
?h sical lm{nrovement of personnel of the Coast Guard; and for purposes of
h tm‘nll';eec,t on the Secretary shall be deemed to be the head of such instru-
mentality.’
: (b) Tge amendment made by subsection (a) shall be come effective January
, .
AMENDMENTS TO DEFINITION OF WAGES

Sec. 204. (a) Paragraph (l) of section 1426 (a) of the Internal Revenue Code
is amended by striking out */83,600" wherever it appears therein and ingerting
in Meu thereof *‘84,200.”

(b (IJ Subpangraph (B) of section 1428 (a) (7) of the Internal Revenue Code
fs"amended to read as follows:

“(B) Cash remuneration paid by an employer in any calendar quarter to
an employee for domestic service In a private home of the employer, if the
cash remuneration paid in such quarter by the employer to the employee for
such service is less than $50. As used in this subparagraph, the term ‘do-
mestic service in a private home of the employer’ does not include service
described in subsection (h) (5};".

(2) Section 1426 (a) (7) of the Internal Revenue Code {s amended by adding
at the end thereof the following new aubparsgras;h:

"(C) Cash remuneration g\ald by an em}) oyer in any calendar quarter to
an employre for service not in the course of the employer’s trade or business,
if the cash remuneration pald in such quarter by the employer to the employee
for such service Is less t| $50. As used in this subparagraph, the term
‘service not in the course of the employer’s trade or business’ does not include
domcatic service in a private home of the employer and does not include
service described in subsection (h) (5);”. .

Xs) Section 1426 (a) (8) of the Internal Revenue Code is amended by inserting
“(A)" after ‘°(8)" and by adding at the end thercof the following new subpara-

h:
graph:,, B) Cash remuneration g:ld by an employer in any calendar year to an
employee for agricuitural labor, if the cash remuneration pald in such year
by the employer to the employee for such labor is leas than $200;".
(¢) The amendments made by subsections (a) and (b) shall be applicable only
with respect to remuneration paid after 1954.

AMENDMENTS TO DEFINITION OF EMPLOYMENT

Bxc. 205. (a) Section 1426 (b) (1) of the Internal Revenue Code is amended
to read as follows:
" %(1) 8Service performed by foreign agricultural workers under contracts
enwrgld m}rﬁo in accordance with title V of the Agricultural Act of 1049, as
amended;".
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(b) Scetion 1428 (b) of the Internal Revenue Codo is amended by striking out

?msm h (3) and redeaignating paragraphs (4), (5), (6), (7), (8), (M, (10), (11),

12), (1 & and (14}, and any references thereto contained in auch code, as para-
graphs (hi, 4), (8), (8), (7, (8), (9), (10Y, (11}, (12), and (13), respectively.

(¢) The paragraph of scction 1426 (b) of the Internal Revenne Code herein
redesignated as paragraph (4) s amended by striking out “if the individual {s
emrloved on and in connection with such vessel or aireraft when outside the
United States” and inserting in leu thercof: “if (A) the individual fs employed
on and in connection with such vessel or afreraft when outside the United States
and (BI) (i) such Individual is not a citizen of the United States or (ii) the em-
ployer is not an Amerlean employer”,

(E; (1) Subparagraph (B? of the paragrdph of scction 1426 (b) of the Internal
Revenue Codo herein redesignated as paragraph (6) fs amended—

A) by inserting “by an individual’ after “Seevice performed,’” and by
inserting “and if such service is covered by A retirement system catablished
by such instrumentality;” after “December 31, 1950,"”;

(B) b?' inserting “a Federal Home Toan Bank,” after “‘a Federal Rescrve
Bank.” in clause (ii); and

(C) by striking out “or’ at the end of clause (iii), by adding “or” at the
end ofI clause (iv), and by adding at the end of the subparagraph the following
new clause:

“(v) servica performed by a civilian employee, not compensated from
funds appropriated by the Congrees, in the Coast Guard Exchanges or
other activitics, conducted by an instrumentality of tho United States
subject to the jurisdietion of the Sccrotary of the Treasury, at installa-
tions of the Coast Guard for the comfort, pleasure, contentment, and
mental and physical improvement of personnel of the Coast Guard;”.

2 Su!()!wazmph &J) of such paragraph is amended to read as follows:

(C) Servico performed in the employ of the Unitod States or in the
employ &f any instrumentality of the United States, if such service is
rformed—
pe ‘(1) as the Prosident or Vice President of the United States or as a
Member, Delegate, or Resident Cominissioner of or to the Congress;

“(it) in the legislative branch;

« ill; in & penal fnstitution of the United States by an inmate thereof;

“(iv) by any individus! as an employee included under scetion 2 ol
the Act of August 4, 1947 (rclating to certain interns, student nurses,
and other student cmployees of hospitals of the Federal Government;

U, 8. C,, scc. 1052); .

“(v) by any individual as an cmployce serving on a temporary basis
In case of fire, storm, earthquake, flood, or other similar emergency; or

“(vi) by any individual to whom the Civil Service Retirement Act
of 1930 does not apply because such individual is subject to another
rctirement system (other than the retirement system of the Tennessee
Valley Authority);”.

(e) The paragraph of scction 1426 (bg of the Internal Revenue Code herein
redesignated as paragraph (8) is amended to read as follows:

“(8) (A) Service performed in the cmploy of a religious, charitable,
educational, or other organization exempt from income tax under section 101
8), other than service performed by a duly ordained, commissioned, or
leensed minister of & church in the exercise of his ministry or by a member
of a religlous order in the exercise of dutics required by such order; but this
subparagraph shall not apply to service performed durin? the period for
which a certificate, filed pursuant to subsection (1) (1), is in effect, if such
servico s performed by an employee (i) whoso signature appears on the list
filed by such organization uuder such subscction, or (iil) who became an
em (l)gyg of such organization after the certificato was filed and after such

gan;

pe“(B) Service performed in the employ of a religious, charjtable, educational,
or other organization exempt from income tax under section 101 (6), by a
duly ordained, commissioned, or licensed minister of a church in the excrcise
of his ministry or by a member of a religious ordet in the exercise of duties
required by such ordor; but this subparagraph shall not apply to service
performed by a duly ordained, commissioned, or licensed minister of a church
or a member of & religious order, other than a member of a religious order
who has taken a vow of poverty as a member of such order, during the period
for which a certificate, filed pursuant to subsection (1) (2), fain o ect, if such

'
«
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service i8 performed by an employce (i) whoso signature appears on the list

filed by such organization under such subscetion, or (ii) who became an

emploly;-o of such organization after the certificate was filed and after such
eriod began;'’.

(f)pSoclion 14268 (b) of the Internal Revenue Code is further amended by
striking out paragraph (15) and redesignating paragraphs (16) and (17), an | any
refercnces thereto contained in such code, as paragraphs (14) and 515). respectively,

(®) The amendments made by subsections (¢), (d), (¢), and (f) shall be appli-
cablo only with respect to services performed after 1954, The amendments made
by subscetions (a) and (b) shall bo,agglicablo only with respect to services (whether
pogl;ormod after 1954 or prior to 1855) for which the remuneration is paid after
1954,

AMENDMENT TO DEFINITION OF EMPLOYEE

SEc. 200. (a) Subparagraph (C) of scction 1426 (d) (3) of the Internal Revenue
Code i amended by suiﬁing out *, if the performance of such services is subject
to licensing requirements under the laws of the State in which such services are
performed”.

(b) The amendment mado by subsection (a) shall be applicable only with
respect to services performed after 1954,

Waiver oF Tax Exemerion BY Noxrrorit Oraantzations Witn Reseeer To
. MinisTers IN TuriR Enrioy

Skc. 207. (a) Paragraph (1) of section 1426 (1) of the Internal Revenue Code
is amended by inserting ‘(other than service performed by a duly ordained, com-
missioned, or licensed minister of a church in the exercise of his ministry or by a
member of a religious order in the exercise of dutics required by such order)””
after “service” in the first sentence, hi‘- striking out “two-thirds of its employees”
and inserting in licu thercof “two-thirds of its ciployees performing service to
which this paragraph is applicable” in such sentence, and by deleting so much
of such paragraph as follows the first sentence.

(1) Such section 1426 (1) is amended by redesignating paragraphs (2) and (3) as
paragraphs (6) and (7), respectively, and by adding after paragraph (1) t he follow-
ing new paragraphs:

“k2) WAIVER OF EXEMPTION IN THE CASE OF MINISTERS.—An organization
oxeupt from income tax under scetion 101 (8) may file a certifieate (in such
form and mannicr, and with such official, as inay be prescribed by regulations
made under this subchapter) certifying that it desires to have the insur-
ance system established by title 11 of the Social Sceurity Act extended to
service performed by {ts employees who are duly ordained, commissioned, or
ticersed ministers of a church or churches and perform such service in the
exereise of their ministry or who arec membenrs of a religious order or orders
(other than a member of a religious order who has taken a vow of poverty
as & meber of such order) and perform such seryice in the exercise of dutics
required by such order or orders, and that at least two-thirds of such em-
ployees concur in the ﬂllniof the certificate. Notwithstanding the preceding
senfence of this paragraph, a certificate may not be filed by an organization
pursuant to such sentence unless (A) such organjzation does not have any
employees with realswct to whom a certificate may be filed pursuant to
paragraph (1), or (B) such organization has filed a certificate pursuant to
parngra bh (1) with respect to such employees.

“(3) LisT To ACCOMPANY CERTIFICATE.—A certificate may bo filed pur-
suant to paragrarh (1) or paragraph (2) only if it is accompanicd by a list
containing tho sfnaturo address, and social security account number (if
any) of cach omg oyeo who concurs in the filing of the certificate. Such list
may be amended at any timo by filing with the prescribed official a supple-
mental list or lists containing the signature, address, and social security
account number (if any) of cach additional employee who concurs in the filin
of tho certificate. The list and any supplemental iist shall bo filed in suc
f(}xlrm I’:nd manner as may bo preseribed by regulations made under this sub-
chapter.

“(4) ErrecTive PERIOD OF WAIVER.—A cortificate filed pursuant to para-
?raph (lz or p. raph 32) shall be In effect (for the ‘m acs of subscetion
Sl;) (sto A‘hc‘)s scction and for the purposes af section 210 (a) (8) of the Social

our o)~

X(A) In the caso of a certificate filed Punuant to paragraph (1), for
the period beginning with the first day of the calendar quarter in which
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such cortifioate is filed or the first day of the succeeding calendar quarter,
as may be specified in the certificate; or

“(B) in the case of a ocrtificate filed pursuant to paragraph (2), for
the period beginning with the first day of whichever of the following
calendar quarters may be specified in the certificato: (i) the quarter in
which such certifioate is filed, or (i) the succeeding quarter, or (iil) if
the oortificate is filed during the calendar year 1955, any quarter in such
year prior to the quarter in which is it filed;

except that, in the caso of service performed by an individual whose name
appears on a supplemental list filed after the first month following the first
oalendar quarter for which the certificate is in effect (. determined under
subpara%uph (A) or (B), whichever is applicable) or following the calendar
quarter in which the certificato was filed, whichover is later, and to whom
sub) agnph sA) or (B) of subsection (b) (8) of thia section would otherwise
apply, the certificate chall be in effect, for purposes of such subsection (b) (8)
and for Purposos of sectlon 210 (a) (8) of the Social Security Act, only with
et to service performed by such individual after the calendar quarter in

which such supplemental list is filed,

“(5) TERMINATION OF WAIVER PERIOD BY ORAANIZATION.—The period for
which a certificate filed Eursuunt to !mmgraph (1) of this subsection is effec-
tive may be terminated by the organization, effective at the end of a calendar

uarter, upon giving two years’ advance notice in writing, but only if, at the
time of the receipt of such notice, the certificate has been in effect for &'
period of not lesa than eight years and only if such notice applics also to the
period for which the certificate, if any, filed by such organizatioa dmrsuant
to paragraph (2) is effective. The period for which a certificate filed pur-
suant to paragraph (2) Is effective may also be terminatod by the organiza-
tion,-cflective at the end of a calendar quarter, upon giving two ycars’
advance notice in writing, but only if, at the time of the recelpt of such notice,
the certificate has been in effect for a pericd of not less than cight years,
The notice of termination may he revoked by the organization by glving,
prior to the close of tho calendar quarter specified in the notice of termination,
a written notice of such revocation, Notice of termination or revocation
thereof shall be filed in such form and manner, and with such official, as may
be prescribed by regulations made under this rubchapter.”
(o) ph of auch section 1426 (1) herein. redesignated as paragraph
(6) is amended by adding at the end thercof the following now sentence: “If tho
od covered by a certlficate filed pursuant to paragraph (1) of this subsection
s terminated under this paragraph, the period covered by the certificate, if any,
od by the same organization pursuant ¢o paragraph (2) shall also be terminated
at the same time.”
(d) The paragraph of such section 1428 (1) hereln redesignated as paragraph (7)
s amended to as follows:

"§7) No RENEWAL or WAlvER.—In the event the period covered by a
certificate filed pursuant to paragraph (1) or (2) of this subsection is ter-
minated by the organization, no certificate may again be filed by such
organisation pursuant to such gjuagn?h." .

ogs) e amendments made by this sectlon shall become effective January 1,
1035, Nothing In this section shall be construed as affecting the validity of any
ficate filed prior to January 1, 1985, under section 1426 (1) of the Internal
venue Code. If a certificate filled during the calendar year 1955 pursuant to
sdotion 1420 5(? (3) of the Internal Revenue Code is In effect for any calendar
uarter in 1958 which precedes the quarter during which the certificate was filed,
the return and payment of the taxes for any such preceding calendar quarter with
:s&oot to service which constitutes employment by resson of the filing of such
flcate shall be deemed to be timely made if mads on or before the last ds
of the first month following the calendar quarter in which the certificate is filed.

Cuances iN Tax ScHEDULES ,

" 8o, 208, g) Seotion 480 of the Internal Revenue Codo is amended by striking
out pa mi &5) and Inserting in liou thereof the following:
: %) n the case o .% taxable year beginning after December 31, 1969.
and before th“!?' , 10785, the tax shall be equal to 8% per centum of the
" amount of the self-employment fncome for suth taxable year.
ol “&0.)* In the case of any taxable year beginning after Dcoember 81, 1974,
! the tax shall be equal to B per contum of the amouny of the self-cmployment
* " 'Income for such’ taxable year.” :
)

!



e o St i

S80CIAL SBECURITY AMENDMENTS OF 1954 33

(b) Scotion 1400 of the Internal Revenue Code Is amended by striking out
paragraph (6) and inserting in lieu thereof the following:
“(6) With respect to wages received during the calendar years 1070 to 1074,
both ineolusive, the rate shall be 3% por centum,
"S With respeet to wages received after December 31, 1974, the ratc
shall bo 4 per centum,”
(0) Section 1410 of tho Internal Rovenue Codo is amended by striking out
paragraph (8) and inserting in lieu thereof the following:
(6) With rezpect to wages paid during the calendar years 1970 to 1974,
both inclusive, the rate shall be 3% per centum,
“(7) With respeet to wages paid after December 31, 1074, the rate shall
boe 4 per centum,”

Forgian SupsipiARIFE oF AMERICAN EmPrLoYER

Sec. 200. Scction 1426 of tho Internal Revenue Code is amended by adding
at the end thercof the following new subsection:

“(m) AGREEMENTS ENTERED INTO BY Domestic CorPoraTiONs WiThH ReE-
SPECT TO FOREION SUBSIDIARIES.~—

(1) AGREEMENT WITR RESPECT TO CERTAIN EMPLOYEES OF FOREION
suBsiDiaRIES.—The Sccretary or his delegate shall, at the request of any
domestic corporation, enter into an agreement (in such form and manner as
may be prescribed by the Secrctary or his delegate) with any such corpora-
tion which desires to have the insurance system established by titlo 11 of the
Social Security Act extended to service performed outside the United States
in the employ of any ono or more of its foreign subsidiarics (as defined in
paragrapli (7)) by all employees who aro citizens of the United States,
except that the agreement shall not be a})pllcablo to any scrvice performed bf’
or remuncration paid to, an employce if such service or remuneration wou d
be excluded from the terms ‘employment’ or ‘wages’, respectively, as defined
in this section, had the service been performed in the employ of the domestio
corporation, Such agreement may be amended at any time so as to be made
afpl[cable. in the same manner and under the samo conditions, in the case
of any other forlefn subsidiary of such domestic corporation. Such agree-
ment shall bo applicablo with respect to citizens of the United States who,
after the effective date of the agrecment, become employees of and oger!orm
services outside the United States for any foreign subsidiary specified in the
agreement. Such agreement shall provide—

“(A) That the domestic corporation shall pay to the Sccretary or his
delegate, at such timo or tines as the Secretary may by regulations

rescribe, amounts equivalent to the sum of the taxes which would be
mposed by sections 1400 and 1410, including interest and penalties
if the services of emnployees covered by tho agreement had constituted
employment as defined In section 1426; and

(B) That the domestic corporation will comply with such regula-
tions relating to payments and reports as the Secretary may prescribe
to carry out the purposes of this subsection.”

*(2) EFFECTIVE PERIOD OF AGREEMENT.~—AN sgmqlment entered into pur-
suant to paragraph (1) shall be in effect for the period beginning with the
first day of the calendar quarter in which such agreement {s entered into or
the first day of the succeeding calendar quarter, as may be specified in the
agreement, but in no case prior to Januvary 1, 1955; except that in case such

reement s amended to {nclude tho services performed for any other sub-
sidiary and such amendment is executed after the first month following the
first, calendar quarter for which tho agreement Is in effect, the agreement shall
bo in effect with respect to service performed for such other subsidiary only
after the calendar quarter in which such amendment is executed.

“(3) TERMINATION OF PERIOD BY A DOMESTIC CORPORATION.—The perlod
for which an agreement entered into pursuant to paragraph (1) of this sub-
section Is effective may boe terminato with roapeot to any one or more of its
foreign subsidiariea by the domestlo corporation, effective at the end of &
calendar quarter, upon giving two years’ advanco notice in writing, but
only if, at the time of the receiKt of such notice, tho agreement has been in
effoct for a period of not loss than eight years. Tho notice of termination
may be revoked by the domestic corporation by giving, prior to the close of
the oalondar quarter specified in the notloe of termination, a written notice
of such revocation. Notico of termination or revocation thereof shall be
filed in such form and manner as may ba prescribed by regulations. Not-
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withstanding any other provision of this subsection, the period for which
any such agreement {8 effective with respect to any for«lgn subsidiary shall
terminate at the end of any calendar quarter iu which the domestic corpora-
tion, at any time in such quarter, owns 50 per centum or less of the voting
stock of such subsirdiary.,

"(4) TERMINATION OF PERIOD BY BLCRETARY.—If the Secretary or his
delogate finds that any domestlo corporation which entered into an agree-
mont pursuant to this subsection has failed to comply substantially with
the terms of such agreement, the Secretary or his celegate shall give such
domestic corporation not less than sixty cay’s advance notice in writing
that the period covered by such agreement will terminate at tho end of
the calendar quarter specified in such notice, Such notico of termination
may be revoked by the Secretary or his delegate by giving, prior to the close
of the calendar quarter specified in the notice of termination, written notice
of such revocation to the fomestic corporation. No notice of termination
or of revocation thercof shall be given under this paragraph to a domestic
oorrorallon without the prior concurrence of the Secretary of Health, Edu-
cation, and Welfare.

“(8) No RENEWAL Oor AGREEMENT.—If any agreement entered into pur-
suant to paragraph (1) of this subsection is terminated in its entirety, the
domestio corporation may not again enter into an :ﬁrcement pursuant to
such paragraph. If any such agreement is terminated with respect to any
subsidiary, such agreement may not thercafter bo amended 8o as again to
make it applicable with respect to such subsidiary.

“(6) DmsrosiTs IN TRUST FUND.—All amounts received by tho Secrctary
pursuant to an agreement entered into under Parngraph (1) of this subsection
shall be r:gud for purposes of section 201 of the Social Security Act as
taxes collected pursuant to this subchapter.

“(7) OVERPAYMENTS AND UNDERPAYMENTE,~—

“(A) If more or less than the correct amount due under an agreement
entered into pursuant to this subsection is pald with respect to any
payment of remuneration, proper adjustments with respect to the
‘Smounts due under guch agreement shall be made, without iInterest,
in such manner and at such times as may be required by regulations
prescribed by the Secretary.

“(B) If an overmment cannot be adjusted under subparagraph (A),
the amount thereof shall be paid by the Secretary or his delegate, through
the Fiscal Service of the Treasury Department, but only if a claim for
such ovem{ment is filed with the Secretary or his delegate within two
gem from the time such overpayment was made.

*(3) DEPINITION OF FOREIGN BUBSIDIARY.— For purposes of this subsection
and scotion 210 (a) of the Social Security Act, a foreign subsitiary of a
domestio corporation s~

“{A) A forcign corporation more than 50 per centum of the voting
stock of which is owned by such domestic corporation; ar

" A forcign corporation more than 30 per contum of the voting
o‘f‘ Wi '1ch {s owned by the foreign corporation described in subparagraph

“(g) RrouLAtioNs.-- Regulations & the Sccretary to carry out the pur-

of this subsection shall be designed to make the requirements imposed

on domestic corporations with respect to services covered by an agreement

entored into pursuant to this subsection the same, so far as I&ract‘lcablc, as

(l‘n:iel!ml\;;u" upon employers pursuant to subchapter A or 1 of chapter 9
of title.

Dxpucrions From Gross IncoMs ron PaymexTs Wit RESPECT To EMPLOYEES
or CZrraiN ForrioN CORPORATIONS

8xc. 210. Section 23 of the Internal Revenue Code (relating to deductions
'rob‘:eot gt'o'ts1 28 income) Is amendod by insecrting at the end thereof the following new
su lont ;

“(gg) PAYMENTS Wit# Rusprcr To EMpLOYEES oF CERTAIN Forxian CoRr-
PORATIONS,— In the caso of a domestic corporation, amo#nts (to the extent not
bompensated for} patd or incurred pursuant to an agrcoment entered into under
section 1420 (m) with re?ect to services performed by United States citizens
employed by foreign subsidiary corporations. Any reimbursoment of any amount
proviously allowed as a ceduction for income tax purpesoes under this subsection
shall be included in gross income for the taxablo yoar in’ which received.”

)
)
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TITLE IIT—PROVISIONS RELATING TO PUBLIC ASSISTANCE
TeMPORARY EXTENsioN oF 1952 MatcHING FoRMULA

Skc. 301. Scetion 8 (¢) of the Socia! Security Act Amendments of 1952 (Public
Law 590, Eighty-second Congress) is amended by striking out “'September 30,
1934” and inserting in lieu thereof “September 30, 1955",

TeEMPORARY LXTENSION oF SPECIAL PRovVISION RELATING TO STATE PLANS FOR
AIp TO THE BLIND

Skc. 302. Section 344 (b) of the Social Sccurity Act Amendments of 1950 (Publio
Law 734, Elﬁhty-ﬁrst Congress) s amended by striking out “June 30, 1955 and
inserting in lieu thereof “June 30, 1957,

TECHNICAL AMENDMENTS

SEc. 303. (a) Sections 3 (b) (1), 403 (b) (1), and 1003 (b) (1) of tha Social Sccu-
rity Act are each amended by striking out “one-half'’ and inserting in lieu thereof
“the State’s proportionate share”,

(L) Section 3 (b) of such Act is amended (1) by striking out ‘‘clause (1) of
subsection (a)” wherever it appears and inserting in lieu thereof ‘“subsection (a)”,
and (2) by striking out “increased by five per centum” immediately before the
period at the end of paragraph (3).

TITLE IV—MISCELLANEOUS PROVISIONS

AMENDMENTS PRESERVING RELATIONSHIP BETWEEN RAILROAD RETIREMENT
AND OLD-AGE AND SURVIVORS INSURANCE

SEc, 401, (a) Section 1 (q) of the Railroad Retirement Act of 1037, as amended,
is amended by striking out 1952 and inserting in lieu thereof “1954".

(b) Scction 2 () of the Railroad Retirement Act of 1937, as amended, is
amended by striking out “six"” and inserting in leu thereof “twelve”’; and sub-
section (5) (j) of such Act, as amended, is amended by striking out “sixth” and
inserting in lieu thercof “vwelfth”. The amendments made by thiz subsection
shall be applicable only {n the case of applications for annuities under the Railroad
Retirement Act filed after the month ftollowing the month in which this Act is
enacted; except that no individual shall, by reason of such amendment, be entitled
to any annuity for any month prior to the fifth month before the month in which
this Act is enacted.

(¢) Section § (I} (0) of the Railroad Retirement Act of 1937, as amended, is
amended by striking out '$3,600" the second time it appears and inserting in lieu
thercof “$1,200”,

(d) Section 5 (i) (1) (ii} of the Railroad Retirement Act of 1037, as amended,
is amended to read as follows:

“({{) will have been undeér the age of seventy-five and for which month
he is charged with auy earnings under section 203 (e) of tho Social Security
Act or in which month he engaged on seven or inoro different calendar days
in noncovered remuncrative activity outstide the United Stater (as defined in
section 203 (k) of the Social Sceurity Act); and for ﬂurposcs of this subdivision
the Board shall have the authority to make such determinations and such
suspenegions of payment of benefits in the maaner and to the extent that the
Secretary of Health, Education, and Welfaro would be authorized to do so
under section 203 (g) (3) of the Social Security Act if the individuals to whom
:‘h!s ::ubdi\'ision applies were entitled to benefite under section 202 of such

et;”.
CRoss REFERENCES TO REDESIGNATED PROVIsIONS

Sec, 402. Referencea in the Internal Reovenue Code, tho Railroad Retirement
Act of 1037, as amended, or any other law of the United States to any section or
subdivision of a section of the Social Security Act redesignated by this Act, and
references in the Social Security Act, tho Kailroad Retirement Act of 1037, as
amended, or any other law of the United States to any section or subdivision of &
section of tho Internal Revenue Codoe redesignated by this Act, shall bo deemed
to refer to such section or subdivision of a section as so redesignated.

Passed the Houso of Representatives June 1, 1054,

Attest: LyLe O. SNADtﬂb‘ "

erk.



Major differences in the present social-security law and H. R. 9366 as passed by the House of
Representatives relating to old-age and survivors insurance and public assistance

(Parenthetical references are to pages in House committee report)
OLD-AGE AND SURVIVORS INSURANCE

L COVERAGE
Item Present law H. R. 9366
The following coverage provisions are, in general,
effective Jan, 1, 1955.
A. Seif-employed.__.___._ Covers all self-employed for years in which they | Same as present law except:

have net earnings from self-employment of
$400 or more except:

(1) Specified professional groups—physi-
cians, lawyers, dentists, osteopaths, veteri-
narians, chiropractors, naturopaths, optom-
etrists, architects, Christian Science practi-
tioners, professional engineers, funeral direc-
tors, and certain public accountants.

(2) Farm operators.

(1) Covers professional groups now excluded,
other than physicians.
(Pp. 3; 6-8; 43-44.)

(2) Covers farm operators on same basis as
other self-employed persons, except for a spe-
cial provision that makes it casier for low-
income farmers who report on a cash basis to
compute their net earnings—such farmers
whose annual gross earnings are $1,800 or less
may report either their actual net earnings or
50 percent of their gross earnings; farmers who

9g
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B. Employees in com-
merce and industry.

(3) Ministers.

(4) Public officials and employee newsboys
under age 18.

(5) Certain types of income, such as divi-
dends, interest, and rentals from reai witate,
unless received by dealers in real estate and
securities in the course of business dealings.

(6) Certain gains and losses, such as sale of
capital asset.

Covers all employees except:

(1) Fishermen not employed on vessels of
more than 10 net tons and not engaged in
commercial halibut or salmon fishing.

(2) Domestic service performed by students
in local college clubs and fraternities.

(3) Certain close relatives working for
members of family.

(4) Certain students, student nurses, and
interns.

(5) Newsboys under 18.

Certain homeworkers who ar~ not subject to
State licensing laws are excluded as employees
but may be cciered as self-employed persons.

report, on a cash basis and whose annual gross
earnings are over $1,800 may report either
their actual net earnings or, if their actual net
earnings are less than $900, may report $900,
(Pp. 2, 3, 6-7, 43-44, 81.)

(3) Covers self-employed ministers.
Pp. 3, 7-8, 11-12, 42-43.)

(4) Continues exclusion of public officials
and employee newsboys under age 18.

(5) Continues present exclusion; makes clear
that rental income paid in crop shares is
excluded.

(P. 44.)

(6) Excludes certain coal royaltics which are
now covered under the Social Security Act but
excluded under the Internal Revenue Code.

(P. 44.)
Same as present law except:

(1) Covers all fishermen now excluded.
(Pp. 4, 13, 43)

(2) No change.

(3) No change.

(4) No change.

(5) No change.
Homeworkers who are not subject to State
licensing laws are covered on the same basis

as those who are.
(Pp. 4, 12-13, 43.)

§961 J0 SLNAWANINY ALIHAOAS TVIOOF

L8



AL oy . =
T4 . .

. L

e . :

. . .

" L COVERAGE—Continsed

Item

Present law

* H. R 9368

C. Agricultural workers. ]

D. Domestic workers in
private homes.

.Covers only those who are “regularly ew-
- ployed” by 1 employer and who receive cash
wages of $50 or mure in a calendar quarter
from that employer. In general, after a
farm-worker has worked for 1 employer con-
‘tiovously for an entire calendar quarter, he
is “regularly employed™. in the next quarter
and in succeeding quarters if he works for that
employer on a full-time basis for at least 60
days during the quarter.
The following are specifically excluded from
coverage: ]
(1) Mexican contract workers.

(2) Workers in cotton ginning and gum
naval stores. o

(.8) Noncash remurteration for agricultural
work.

Covers only those workers in nonfarm homes
" who work for a single employer on at least
Mbnmdmpddatlentminenhwages
by that employer during a calendar quarter.

Noncash remuneration is excluded.

Covers agricultural workers who are paid $200 or
momhushmgubyanemployerina
calendar year.

(Pp. 2, 4, 9-10, 38-39.)

(1) No change.
(P. 39.)

(2) Workers in cotton ginning and gum
naval.stores covered as agricultural workers.
(®. 39.) '

(3) No change.

Covers all domestic workers in nonfarm homes
who are paid $50 or more in cash wages by an
employer during a calendar quarter.

(Pp. 4, 10, 37.)

No change. .
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E. Work not in the course
of the employer’s
trade or business.

emment employees.

. -| Noncash rem
F. State and local gov- |

Covers such work if the indi

single employer on st
at least $50 in cash
during a calendar guarter.

Covers State and local go

(except those specified beldw) provided
vidua! Staté enters fnto an ngree;m/e&

Federal Govemment,m .
Following employees are bxcluded: .~

‘works for &
days and is paid
by that employer

D is excluded. - ~
ent empl6

yees
indi-
t with

e —

(1) Employees who aré in pogitions of oovered

under a |State or !local Yetifement
(other

thhn the Wisconsin ‘rdtirement Mi?l)

st the tilne coverage is .ppm:m to
the coverdge group to-which beIOhs
’\ N

Co such work if the individual is paid $50 or
;N“v;w by an employer during a
calendar qua

(Pp. 4, 10-11)
No change.

Samenas present lan‘xoept:
1 N
: N,

i ; \
\‘ e ” \

S AN \(D Makn\eovengd available, by means of
Fedenl-Stlw agreements to employees in posi-
tion3 covered by a Sme or local retirement
sfstem (exotpt policemen and fremen) pro-

~vided\a refefendum is held in which the major-

I ity of eligible employées under the retirement

xsyswmvotemdaﬂi‘st%onhosevoung vote

in Tavor of coversge. In addition employees
whose- positions aye covered by a retirement
system but who sre not themselves eligible for
membership in/the system could be covered
without s reférendum. Employees in positions
which wu!k covered by a retirement system on
the . dste the agreement was made applicable

7-38)

e ) the coverage group but which, by reason of

sction taken prior to the date of enactment of
the bill, are no longer covered by s retirement
system on the date when the agreement is made
spplicable to such services may also be covered

Jan. 1, 1958,

(Pp. 4, 8-9, 45-50.)

without s referendum at any time prior to-

¥961 J0 SINIAWANARY XLINNDIY TVIOOS

6e



L COVERAGE—Continued

Item

Present law

H. R. 9366

F. Btate and local gov-

G. Exployees of nonprofit
organizations.

Following employees are excluded—Continued
(2) Individugls employed on work relief
projects. )
(3) Patients and inmates of institutions
who perform work for such institutions.

Employees of certain State and local transporta-
tion systems taken over from private owner-
ship after 1936 are covered compulsorily (oo
Federal-State agroement necessary).

State entering into agreement cannot cover
employees in most occupational groups which
are specifically excluded by general coverage
provisions of the law but has option of
covering any sgricultural workers and students
who are in this category. State also has the
option of covering or excluding employees in
any class of elective position, part-time posi-
tions, and fee-basis positions, and emergency
services.

Covers employees of certain nonprofit organiza-
tions which file a certificate showing that the
organization waives exemption from social-
security tax and that at least % of employees
have signed in favor of coverage, except that
the following employees are specificslly ex-
cluded from coverage:

Same 88 presext law except—Continued
(2) No change.

v (3) No change.
No change.

Same as present law except that State could,
when bringing in groups of employees other than
members of retirement systems, exclude those
in positions covered by retirement systems,
but ipeligible for membership.

(P. 48)

Same as present 1aw execept:
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il. Federal civilian em-
ployees.

(1) Ministers and members of religious
orders.

(2) Persons employed by the organization :
when coversge begins who do not sign the '

original, or a supplen ental, certificate before
the Ist wage report is due.

(3) En ployees of any organization exen:pt :
from incon e tax earning less than $50 in a

calendar quarter.
Covrrs emplovees of the Federal Government

aystem.

(1) Covers ministers and those members of
religious orders who are not required to take
a vow of poverty, provided the employing or-
ganization elects coverage for clergymen and
st least 2/3 of the employed clergymen sign &
certificate indicating that they favor coverage.
(Clerxymen could not be covered unless the
organization covers its lay emplorees also;
separate certificates required for clergymen
and lay employees.)

(Pp. 4. 11-12, 4142, 87-88, 89-90.)

(2) Persons who were in the employ of the
organization when coverage began but who
did not sign the original, or a supplemental,
certificate before the Ist wage report was
due are covered for any quarter after they file
s supplemental certificate.

(Pp. 89-90.)
(3) No change.

: Same as present law except covers emplovees of
and of certain of its instrumentalities who are }
not covere:d under a Federal staff retirement -

all Federal instrumentalities who are not
covered by another retirement system. In
addition specific provisions would cover em-
ployees of Federal home loan banks even
though they are under another ratirement
system, and employees of Coast Guard ex-
changes.
(Pp. 4, 6, 12, 40-41.)

P961 A0 BLNMWANANY ALINADHAS '1VI008
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I. COVERAGE—Continued

Item

Present law

H. R. 9366

H. Federal civilian em-
ployees—Continued

The following categories of Federal employees

are specifically excluded:

(1) The President, Vice President, and
Members of the Congress.

(2) Employees in the legislative branch.

(3) Temporary employees in the field serv-
ice of the Post Office Department.

(4) Temporary census-taking employees of
the Bureau of the Census.

(5) Employees paid cn a contract or fee

(6) Employees whose compensation is
nominal—$12-a-year men.

(7) Patients or inmates employed in Fed-
eral hospitals, homes, or other institutions.

(8) Consular agents in the Foreign Service.

(9) Interns, student nurses, and other
students in Federal hospitals.

(10) Persons employed for emergency work
in disaster situations.

(11) Employees under Fecieral unemploy-
ment relief programs,

The categories of employees listed as being specif-

ically excluded under present law are affected
as foliows:
(1) No change,

(2) No change.
(3) Covered.

(4) Covered.
¢5) Covered.
(6) Covered.

(7) Patients employved in Federal Lospitals,
ete., covered, but inmates of penzi institutions
remain excluded.

(8) This exclusion deleted, but since consular
agents are, by and large, aliens employed out-
side the United States, they would still be
excluded.

(9) No change,

(10) No change.

(11) This exclusion deleted; there are no
employees under Federal relief programs at

(44
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I. Members of Armed
Forces.

J. Railroad employees..__

(12) Certain committee and board mem-
bers.

(13) Persons excluded from the Civil Serv-
ice Retirement Act because they are subject
to another retirement system.

Not covered under the regular contributory
provisions of the program but granted social
security wage credits of $160 per month for
active service in the Armed Forces during
the World War II period (Sept. 16, 1940-
July 24, 1947) and for the postwar period
(July 25, 1947-June 30, 1955). These wage

credits are not given if benefits are payable to

veteran under a Federal program other than
those administered by the Veterans’ Admin-
istration.

Under coordination provisions contained in
Railroad Retirement Act, railroad employ-

ment covered jointly under railroad retirement .

and old-age and survivors insurance. In all
cases except retirement cases in which the
individual had 10 years or more of railroad
employment benefits are payable under one
program or the other based on combined
railroad compensation and old-age and sur-
vivors insurance wages. Provisions for fi-
nancial interchange are such as to place the
old-age and survivors insurance trust fund in
the same position it would have been in if
railroad employment were covered by old-age
and survivors insurance.

present.
(12) Covered.

(13) No change, except members of the
retirement system of the Tennessee Valley
Authority covered.

Same as present law,
(P.6.)

Amendments made to the Railroad Retirement
Act to preserve the present relationship be-
tween the 2 programs; otherwise, no change.

(P. 94.)
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L COVERAGE—Continned

Item

Present law

H. R. 9366

K. Geographical scope.. ..

Wmﬁﬁhmﬁmwumm
Alsska, Hawail, Puerto Rico, and Virgin
Islands regardless of citizénship or residence
except:

(1) Nonresideat aliens engaged in eelf-

employment.

(2) Employees of foreign governments and
their instrumentalities.

(3) Employees of internationa! organiza-
tions entitied O certain privileges under the
International! Organizations Immunities Act.

Coverage in other areas is limited to:

(1) American citizens either self-employed
oremployed by an American employer (except
on vessels and aireraft of foreign registry).

Same as present Iaw.

Same as present Iaw except:

(1) Covers American citizens employed by
an American employer on vessels and aircraft
of foreign registry (pp. 4. 13, 40). In addition
makes coverage available to citizens of the
United States employed outside the United
States by foreign subsidiaries of American cor-
porations under voluntary agreements between
the Federal Government and the parent Ameri-
can company. The domesti¢ corporation could
include some or all of its foreign subsidiaries
in the agreement; it would have to agree to pay
the equivalent of both employer and employee
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taxes on beb:if of the subsidiaries included
(Pp. 4, 12, 51, 81, 91-93).

(2) All persons employed on Ameriean (2) No change.
vessels and aircraft.
IL CREDITABLE EARNINGS
Item Present law H. R. 9366
All remuneration for services in covered work is | Same as present law exocept:

covered except:
(1) Earnings in excess of $3,600.

(2) Certain types of payments for retire-
ment and payments under a plan or system
providing benefits on account of sickness or
accident disability, ete.

(3) Sick pay under certain circumstances.

(4) Payment by the employer of the em-
ployee tax under the Federal Insurance Con-
tributions Act or under a State unemploy-
ment compensation law.

(1) Earnings in excess of $4,200, rather than
earnings in excess of §3,600 as in present law,
are excluded, effective Jan. 1, 1955.

(Pp. 4, 14-15, 71, 84.)

(2) No change.

(3) No change.
(4) No change.

901 40 SINANANANY ALIMNDAS 1VIOOS

14



I INSURED STATUS

Present law

H. R. 9366

1 quarter of coverage (acquired at any time after
1936) for every 2 calendar quarters elapsing
after 1950 (or after quarter in which age 21
wag attained, if Iater) and before quexter of
death or attainment of age 65, whichever first
ooours. For persons who died before Sep-
tember 1950, elapsed time is counted from
1936. Minimum requirement 6 quarters of
coverage; maximum 40.

Fully insured status qualifies for old-age, de-
pendents, and survivors benefits; both fully
and currently insured status required for
dependent husbands’ and dependent widowers’
benefits.

6 quarters of coverage within 13 quarters ending
with quarter of death or entitlement to old-age
insurance benefits (defined as primary insur-
ance benefits before 1950 amendments).

See sec. IX for preservation of benefit rights of
permanently and totally disabled. Otherwise
same as present law except:

(1) As alternative to present requirements.
Individual fully insured if he has quarters of
coverage in all quarters after 1954 and before
July 1958 or, if later (i) the quarter of death or
(ii) attainment of age 65, whichever occurs
first.

(Pp. 8; 21-22; T7-78.)

(2) Deaths before Sept. 1. 1950. For pur-
poses of survivor benefits (other than for
widower or former wife divorced), individual
who died before Sept. 1, 1950, with at least 6

. quarters of coverage is fully insured.
(Pp. 5; 78.)
Same as present law.

Adds point of determination: quarter of st eligi-
bility for old-age insurance benefits. (See
sec. VIL.)

(Pp. 69-70.)
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C. Quarter of coverage
defined.

Currently insured status qualifies for child’s,
widowed mother’s, and lump-sum benefits.
(1) Quarter i which individual received at
Jeast $50 in wages or was credited with at

least. $100 of self-employment income.

(2) Each quarter in any calendar year in which
wages.are $3,600 or more and each quarter in
a taxable year in which combined wages and
self-employment income equal $3,600.

(3) 4 quarters of coverage credited for minimum
$400 of self-employment income for year.

(4) No quarter counted as quarter of coverage
before it begins, or after the quarter of death.

Same as present law.

(1) Same as present law.

(2) After 1954, each quarter in any calendar year -

in which wages are $4,200 or more, and each
quarter in a taxable year in which combined
wages and self-employment income equal
$4,200.
(P. 71.)

In addition, provision made for crediting quarters
of coverage on the basis of annual amounts of
wages received for agricultural labor as follows:
$400 or more paid in a calendar year, credited
with 4 quarters of coverage; $300 to $399.99,
credited with 3 quarters of coverage; $200 to
$299.99, credited with 2 quarters of coverage.
{Agricultural wages of less than $200 from an
employer not covered.)

(Pp. 10, 38-39, 78.)

(3) Same as present law.

(4) Same as present law.
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IV. BENEFIT CATEGORIES

Present law

H. R. 9366

Payable at age 65 and over to fully insured
individual,

Payable to wife of old-age beneficiary if at least
age 65 or regardiess of her age if she has in
her care a child entitled to benefits on her
husband’s record.

Payable to dependent husband of old-age benefi-
ciary at age 85 or over if wife currently insured
at time of her entitlement and she was fur-
nishing half his support.

Payable to unmarried child under age 18 of old-
age beneficiary or of individual! who died
either currently or fully insured, if child
deemed dependent or such person.

Payable at age 65 or over to widow of fully
insured worker.

Payable at age 65 or over to dependent widower
of woman who died both fully and currently
insured, if she was furnishing at least half his
support.

Payable to widow or former wife divorced of
worker who died either fully or currently
insured, if she has in her care an entitled
child of the worker. Former wife divorced
must have been receiving half her support
from deceased pursuant to court order or

No change.

No change

No change

No change.

No change.

No change.

No change.
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agreement, and the child must be her child
entitled to benefits on the former husband’s
wage record.

Payable at age 65 or over to parent of deceased
fully insured worker, if worker had furnished
half or more of parent’s support, and was not
survived by widow, widower, or child eligible
for benefits on his record.

Payable on death of fully or currently insured
worker to widow or widower living with the
worker at the time of his death, or if no such
spouse survives, as reimbursement for funeral
expenses, irrespective of the payment of
monthly benefits,

No change.

No change.

V. BENEFIT AMOUNTS

A. Average monthly wage.

In general, an individual’s average monthly
wage for computing his monthly old-age in-
surance benefit amount is determined by
dividing the total of his wages and sell-
employment income after the applicable start-
ing date and up to the applicable closing date,
by the number of months involved. Starting
dates may be 1936, 1950, or if later, the
quarter of attainment of age 22. Closing
dates for wages may be 1st day of 2d quarter
preceding quarter of death or entitlement to
benefits, whichever first occurred. Where
either event occurred after individual first

Generally the same as present law, except for the
dropout of low years—see C below—and for
technical amendments to provide standard
annual starting and closing dates for periods
over which average monthly wage is computed.
Special midyear closing date in 1956 permitted
for deaths or entitlements in that year, if in-
dividual has 6 quarters of coverage after 1954.
Also see the provisions in sec. IX preserving the
benefit rights of permanently and totally dis-
abled persons.

(Pp. 13, 14, 53, 54, 61-62.)
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V. BENEFIT AMOUNTS—Continued

Item

Present law

H. R. 9366

A. Average monthly wage

—Continued

B. Benefit formula

Generally the same as present law, except for the
dropout of low years—Continued

became eligible for benefits, alternative closing
date of 1st day of- 2d quarter before the
quarter of first eligibility may be used if that
will yield a larger benefit. Special closing
dates are applicable for self-employment in-
come. The closing date used {or the divisor is
the Iater of the wage and self-employment
income closing dates.

The applicable starting and closing dates used
are those which yield the highest benefit
amount. The minimum divisor is 18 months.
(The average monthly wage is reduced under
this method of computation for periods in the
elapsed time when the individual is not’in
covered employment.)

An individual may have his benefit computed
under the following methods provided he
meets the conditions therein prescribed. If
more than 1 method is applicable, the 1
ylelding the higher benefit amount will be
used

.

(1) 55 percent of the first $100 of average

monthly wage plus 15 percent of the next $200,

based on average monthly wage after 1950,
or after age 22, if later. (Formula provided

After the close of the month following the month

of enactment, an individual may have his bene-
fit computed under the following methods
provided he meets the conditions therein pre-
scribed. If more than 1 method is applicable,
the 1 yielding the highest benefit amount
will be used.

(Pp. 4-5, 52-58.)

(1) 55 percent of the first $110 of average

.monthly wage plus 20 pereent of the next $240,

based on average monthly wage after 1930, or
after age 22, if later.
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C. Dropout of low years. .

by 1952 amendments.)
Condition: 6 quarters of coverage after
1950.

(2) 1939 benefit formula (40 percent of 1st
$50 of average monthly wage plus 10 percent
of next $200, plus 1 percent of the sum thus
obtained for each year of coverage prior to
1951, based on average monthly wage ~fter
1936). The amount obtained is increa. ! by
the conversion table in present law. See D
below.

No provision,

(Pp. 4-5, 16.)

Conditions:

(a) 6 quarters of coverage after June
1953, or

(b) First eligible for old-age insurance
benefits after effective date, or diesafter effec-
tive date and before eligible for old-age
insurance benefits, provided he bas 6 quar-
ters of coverage after 1950.

(2) (@) 1952 benefit formula (sce present
law (1)) with benefit amount increased through
conversion table in the bill.

Condition: 6 quarters of coverage after 1950.

(b) 1932 benefit formula (sece present law (2))
with benefit amount increased through conver-
sion table in the bill.

(Pp. 53, 54-57.)

In computing average monthly wage under (1)
and (2) (h), abov. up to 4 years (5 years, if
individual has 20 quarters of coverage) of
lowest (or no) carnings may be dropped. To
be eligible for a dropout under (2) (b) must
meet conditions specified in (1) (b) above,
except the one relating to 6 quarters of coverage
after 1950.

(Pp. 13-14, 15, 54.)

The dropout provision is also applicable to bene-

fit recomputations under certain circumstances
after the effective date.
(Pp. 58 ff.)

$961 40 SLNIWANIWY ALINADAS 1VIOOS
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V. BENEFIT AMOUNTS—~Continned
Tance 1.—IRustrative monthly densfits for individual retiring in the future and for his wife under eristing law and H. R. 9386

ASSUMING LEVEL EARNINGS AFTER 1960

Average mol;tbly wage Present law H. R. 9366
Onbasisof | Withdrop- | ginge Married ! Stngle Married !
$50 $50 $27.50 1841, 30 4 $32. 50 4 $48 80
100 100 55. 00 180, 00 4 60. 00 490. 00
150 150 62. 50 93. 80 68. 50 102. 80
200 200 70. 00 105. 00 78. 50 117. 80
250 250 77. 50 116. 30 88. 50 132 80
300 300 85. 00 127. 50 98. 50 147. 80
350 - 350 ® ® 108. 50 162 80

29
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" ASSUMING SPECIFIED INCREASE IN EARNINGS ARISING FROM DRGPOUT PROVIDED IN BILL

$50 $70 $27. 50 3 $41. 30 $38. 50 4 $57. 80
100 120 55 00 3 80. 00 62. 50 93. 80
150 170 62. 50 93. 80 72. 50 108. 80
200 220 70. 00 105.00 82. 50 123. 80
250 .270 77. 50 116. 30 92. 50 138. 80
300 310 85. 00 127. 50 100. 50 150. 80
350 350 ® ® 108. 50 162. 80
! With wife aged 65 or over.

2 80 percent maximum may not reduce benefits below $45.
3 Reduced to 80 percent of average monthly wage.
¢ These amounts produced by the 1952 benefit formula and conversion table; with level average monthly wage amounts
below $130, arrounts are higher if the conversion table is used. Benefits not reduced below 1} times primary insurance amount
by operation of 80 percent maximum.
. 5 Present law includes earnings only up to $300 & month.
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V. BENEFIT AMOUNTS—Continued

Tases 3.—IQustrative benefit amounts for survivors of insured individuals under existing law and those qualifying in the future under
H. R. 9368

ASSUMING LEVEL EARNINGS AFTER 1050

Average | Aged Widow or | Widow and 1 child * | Widow and 2 chitxn| Widow and 3 children
heealy | wae ‘
Tage wi Present | H.R. | Present | H.R. | Present | H.R. Present
dropout | o 9366 law 9366 law 9366 law H. R. 9368
$50 $50 | $20.70 [5$30.00 |¢$41.30 [5%$48.80 [4$45.00 [5$50.00 | ¢$45.00 | *$50.00
100 100 | 41.30 | *45.00 | 80.00 |7%90.00 | ¢80.00 |7%90.00 +80.00 | 7*50,00
150 150 | 46.90 | 51.40 | 938 | 10280 |*120.00 [¢120.00 | ¢120.00 | +120.00
200 200 52. 50 58. 90 105. 00 117. 80 140. 00 157. 20 ¢ 160. 00 ¢ 160. 00
250 250 | 5820 | 6640 | 116.30 | 13280 | 155.00 | 177.00 | 16880 | °200.00
300 300 | 6380 | 7390 | 127.50 | 147.80 |+168.80 | 197.00 | 16880 | 9200.00
350 350 ® sL40 | ™ 162 80 ® |%200.00 ® + 200. 00
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ASSUMING SPECIFIED INCREASE IN EARNINGS ARISING FROM DROPOUT PROVIDED IN BILL

$50 $70 $20.70 |3$30.00 |*$41.30 |7$57.80 |¢$45.00 |7$57.80 4 345. 00 7 $57.80
100 120 41.30 46. 90 ¢ 80. 00 93.80 | ¢80.00 ¢ 96. 00 ¢ 80. 00 ¢ 96. 00
150 170 46. 90 54. 40 93. 80 108.80 |¢120.00 |*136.00 ¢120. 00 ¢ 136. 00
200 220 52. 50 61. 90 105. 00 123. 80 140. 00 165. 00 ¢ 160. 00 ¢ 176. 00
250 270 58.20 69. 40 116. 30 138. 80 155. 00 185. 00 $168. 80 $ 200. 00
300 310 63.80 75. 40 127. 50 150.80 | *168.80 | ®200.00 3 168. 80 $ 200. 00
350 350 ® 81. 40 ® 162. 80 ® 8 200. 00 ® $ 200. 00

t Also single surviving parent or child.

2 Also 2 aged parents.

3 Application of $30 family minimum.

¢ Application of 80 percent maximum may not reduce benefits below $45.

s Application of 80 percent maximum may not reduce benefits below $50.

¢ Reduced to 80 percent of average monthly wage.

? Application of 80 percent maximum may not reduce benefits below 13 times primary insurance amount.

8 Dollar maximum on benefits.

* Maximum average wage under present law is $300.

*These amounts produced by the 1952 benefit formula and the conversion table; with level average monthly wage amounts
below $130, the benefit is higher if the conversion table is used.
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V. BENEFIT AMOUNTS—Continued

Item

Present law

H. R. 9366

D. On rolis prior to effeo-
tive date.

(1) For persons on rolls prior to 1952 amend-
ments whose benefits were computed under
1939 formula, primary insurance amount was
determined by means of a conversion table.
Examples of the increase in benefits resulting
under the conversion tabl¢ are shown below:

If primary insurance bene- The present pri-
fit under 1939 law was— mary insurance
amount is—
$25. 00
35. 00
42,00
52.40
60. 80
66. 60
72. 00
77.10

(2) Dependents given proportionate increases,
subject to family maximuro provisions.

(1) Retired workers on the rolls prior to the
effective date of the bill, whether their primary
insurance amount was computed by the benefit
formula in present law or through the old con-
version table, will have their benefits for months
following the month after month of enactment
increased by a new conversion table as shown
below:

If present primary insur-
ance amount is—

New primary insur-
ance amount
would be—

$30. 00
40. 00
47. 00
57.40
66. 30
73.90
81. 10
88. 50
93. 1Q
98. 50

(2) Dependents given proportionate increases,
subject to family maximum provisions.
(P.18.)
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E. Mipimum primary in-
surance amount.

F. Maximum family ben-
efita.

G. Dependents’ and sur-
vivors’ benefits.

1. Wife or husband of

old-age benefici-

ary.

2. Child of living old-
age beneficiary.

3. Widow, widower,
former wife di-
vorced, or par-
ent of deceased
insured person.

4. Child of deceased
insured person.

5. Lump-sum death
payment.

25

(1) The maximum smount payable on a single
wage record is the lesser of $168.75 or 80 per-
cent of the insured po.son’s average monthly
wage. The 80-percent limitation, however,
cannot reduce the total family benefits below
$45.

(2) Reductions necessary to bring total family
benefits within the applicable limitations are
made proportionately against all benefits ex-
cept the insured worker’s benefit, which is
never reduced.

(Subject to maximum limitations or total family
benefits.)

% of primary insurance amount.

¥ of primary insurance amount.

% of primary insurance amount.

If only 1 child is entitled, 3; of primary insurance
amount. If more than 1 child entitled, each
child gets ¥ of primary insurance amount
plus an equal share in an additional ¥ of
primary insurance amount.

3 times the primary insurance amount.

$30, after month following month of enactment.
(Pp. 5, 55.)

(1) Dollar maximum raised to $200. The 80-
percent maximum cannot reduce total family
benefits below the larger of $50 or 1% times
the primary insurance amount.

(Pp. 5, 18, 62.)

(2) Same as present law.

(Subject to maximum limitations on total family
benefits.)
Same as present law.

Same as present law.

Same as present law, except minimum benefit is
$30 if individual is sole beneficiary entitled.
(Pp. 5, 18, 65.)

Same as present law, except minimum is $30 if &
child is sole beneficiary entitled.
(Pp. 5, 18, 65.)

Same as present law, except that statutory maxi-
mum of $255 is provided.
®p. 5, 20, 65.)
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V. BENEFIT AMOUNTE—Continued

"Item Present law H. R. 9366
H. Retroactive applica- | Benefits payable retroactively for 6 months | Retromctive period extended to 12 months for
prior to month of application. application filed after month following month

tion for benefits.

L Raeompuhtiono(beﬁo—
fits after entitlement.

Recomputation to take account of wages earned
in 2 quarters preceding quarter of entitlement
or death, (Initial computation based on
earnings up to the second quarter preceding
the quarter of death or entitlement—begin-
ning of lag period.)

Recomputation of benefit rate if individual has
6 quarters of coverage after 1950 and 12 bene-
fi{ suspensions on account of work within a
3-year period after August 1950 and after last
computation or recomputation.

Individuals age 75 and over with 6 quarters of
coverage after 1950 eligible for 1 recomputa-
tion to base benefits on earnings since 1950.

i
1

of enactment (but period may not extend back
further than 5 months prior to month of
enactment).
(Pp. 71-72.)

Recomputation to take account of earnings in
year of death or entitlement.
(Pp. 54, 59, 61.)

Recomputation if individual has 6 quarters of
coverage after 1950 and $1,000 of earnings in
calendar year after 1953 and after individusl’s
Iast computation or (with certain exceptions)
recomputation. Applies also for beneficiaries
age 75 and over.

(Pp. 5-6, 25, 58.)

Restriction deleted.
(P. 26.)
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VL RETIREMENT TEST

1. Applies only to covered work.

2. Separate tests for employed and self-employed
persons,

(a) Employed persons:

No benefit is payable to a beneficiary
under age 75 (or to any dependent draw-
ing on his record) for any month in which
he earns wages of more than $75 in
covered employment.

Penalties imposed for failure to report
wages of more than $75 prior to accepting
a benefit for the 2d month following the
month in which the earnings occurred.

(b) Self-employed persons:

1 month’s banefit is withheld from the
beneficiary under age 75 (and from any
dependent drawing on his record) for
each unit of $75 (or fraction thereof) by
which annual covered net earnings ex-
ceed $900. However, benefits are not
withheld for any month in which the
self-employed person did not render “sub-
stantial services” in a covered trade or
business.

1. Applies to noncovered as well as to covered
work.
(Pp. 5, 21, 65-69.)

2. Same annual test of earnings for both employed

and self-employed persons.
(Pp. 5, 20-21, 65, 66-69.)

1 month’s benefit withheld from the ben-
eficiary under age 75 (and from any dependent
drawing on his record) for each unit of $80 (or
fraction thereof) by which annual earnings
from both covered and noncovered employment
and self-employment exceed $1,000. However,
benefits not withheld for any month during
which the individual neither rendered services
for wages in excess of $80 nor rendered sub-
stantial services in a trade or business.

$961 JO SINIWANINY ALIHADES 1VIOIOS
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V1L RETIREMENT TEST—Continued

Itemn

Present law

H. R. 9366

2. Separate tests for employed and self-employed
ved

()7 Belf-employed persons—Continued

Where the taxable year is less than 12
months, the basic exempt amount is
reduos in proportion to the number of
months in the taxable year. -

- Beneficinries required to file annual
reports of net earnings from self-employ-
ment in excess of $75 times the number
of months in the year. Reports must be
filed on or before the 15th day of the 3d
month following the close of the year.
Penalties imposed for failure to file
timely reports.

Estimates of net earnings (and other
irformation) may be requested from the
beenficiary during the course of the year.

‘Temporary suspensions of benefits may
be made during the course of the year,
until it is determined whether deductions

apply-

3. No test for noncovered work outside the
United States.

2. Same annual test of earnings for both em-
ployed aud self-employed persons—Continued

Where the taxable year is less than 12
months, the basic exempt amount is reduced
in proportion to the number of -months in the
taxable year.

Beneficiaries required to file annual reports
of earnings in excess of $1,000, or the propor-
tionate amount for taxable years of less than
12 months. Penalties imposed for failure to
file timely reports of earnings, unless the failure
to file on time was for “good cause.”

Estimates of earnings (and other informa-~
tion) may be requested from the beneficiary
during the course of the year.

Temporary suspensions of benefits, similar
to those now applicable to the self-employed,
may be made during the course of a year until
it is determined whether deductions apply.

These provisions effective for taxable years
beginning after 1954.

3. Test for noncovered work outsidesthe United
States.

Deductions made from the benefits for any
month_in which a beneficiary under age 75

ina d remunerative activity
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4. Benefits are not suspended because of work or
earnings for months during which the bene-
ficiary is age 75 or over.

(whether employment or self-employment) out~
side’the UnitedStates on 7 or more calendar
days. If deductions are made for any month
for this reason, deductions also made from
the benefits of any dependent drawing benefits
on the basis of the individual’s wage record.
(Pp. 5, 21, 65, 66, 69, 70.)

Penalty provisions apply to failure to make
timely reports of work on 7 or more days,
unless the failure to report on time was due to
[/ um."

Provisions effective for months after Decem-
ber 1954.

4. Same as present law.
(Pp. 65, 66.)

VIL. DEDUCTIONS FROM BENEFITS OF DEPENDENTS AND SURVIVORS RESIDING ABROAD

No provision.

Benefits for dependents and survivors not pay-
able for months beneficiary resides outside
United States, unless (a) beneficiary met cer-
tain requirements as to prior residence in the
United States, or, (b) insured person on whose
record the beneficiary is entitled was cur-
rently insured at death, first eligibility for old-
age insurance benefits or at entitlement on
basis of military service wage credits or
covered earnings outside the United States,
(Pp. 5, 24, 25, 69, 70.)
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VIIL. DISQUALIFYING PROVISIONS

Item Present law H. R. 9366
A. Earnings during un- | No provision. Earnings during periods of unlawful residence as
lawful residence in determined by the Attorney General shall not
United States. be used in determination of insured status or
benefit amount.
(Pp. 5, 25, 76-77.)
B. Termination of bene- | No provision. Benefits payable on individual's record would be

fits upon deporta-

tion.

terminated upon notification by the Attorney
General of the individual’s deportation because
of illegal entry, conviction of a crime, or sub-
versive activity.

(Pp. 5, 25, 77.)

IX. DISABILITY “FREEZE”

A. Effect of provision

No provision.

(NoTe.—An inoperative provision similar
to disability freeze in H. R. 9366 was in-
cluded in sec. 3 of Public Law 590, Social
Security Act amendments of 1952.)

When an individual for whom a period of dis-
ability has been established dies or retires his
period of disability will be disregarded in
determining his insured status and in figuring
any benefits due him or his family.

The dropout provision (see sec. V C) will apply
after a period of disability has been excluded
from consideration.

(Pp. 22-24, 72-76.)

29
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B. Eligibility require-

ments,

C. Effective dates_..____.|

(1) An individual must be precluded from engag-
ing in any substantially gainful activity by
reason of & physical or mental impairment.
The impairment must be medically determin-
able and one which can be expected to be of
long-continued and indefinite duration or to
result in death. An individual is disabled,
within the meaning of the law, if he is blind as
that term is defined.

(Pp. 23, 73.)

(2) A period of disability cannot be established
unless it has lasted at least 6 full calendar
months.

(Pp. 23, 74.)
(3) To be eligible for the freeze, an individual

must have acquired at least 20 quarters of -

coverage out of the last 40 calendar quarters
ending with the quarter in which the period
of disability begins. In addition he must have
acquired 6 quarters of coverage out of the last

13 calendar quarters ending with the quarter .

in which the period of disability begins.
(Pp. 22-23, 74.)

(4) He must be alive and stil! disabled at the time
application for a disability freeze is filed.
(Pp. 24, 74.)

(1) Jan. 1, 1955, is the 1st day on which a dis-
ability “freeze” application may be accepted.
The individual must be alive, however, on
July 1, 1955, to establish a period of disability.
(Pp. 24, 74))
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IX. DISABILITY *“FREEZE’—Continued

Item

Present law

H. R. 9366

C.—Eftective dates—Con-
tinued

(2) July 1955 is the 1st month for which an in-
dividual can be paid a benefit computed with
the exclusion of a period of disability.

(Pp. 24, 76.)

(3) All applications filed before July 1, 1957, are
fully retroactive, insofar as the start of a period
of disability is concerned, i. e., the period of dis-
ability extends from the earliest date on which
the individual was disabled and met the quar-
fer: of coverage requirements described in
B (3).

(Pp. 24, 74.)

(4) For applications filed after June 30, 1957,
retroactivity of the period of disability is
limited to 1 year.

(P. 74.)

(1) The Secretary is directed to enter into con-
tractual agreements under which State voca-
tional rehabilitation agencies or other appro-
priate State agencies will make determinations
of digability.

(Pp. 23-24, 75.)

(2) The Secretary is authorized to make deter-
minations of disability for individuals who are
not covered by State agreements.

(Pp. 24, 76.)
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E. Administrative ex-
penses.

F. Rebabilitation_ ...

G. Military service credits
and railroad ocom-
pensation.

(3) The Secretary may, on his own motion,
review a State agency determination that a
disability exists and may, as a result of such
review, find that no disability exists or that
the disability began later than determined by
the State agency.

(Pp.75-76.)

(4) Any individual who is dissatisfied with a
determination, whether made by a State
agency or by the Secretary, has the right to a
hearing and to judicial review, as provided in
present law.

(P. 76.)

Appropriations are authorized from the trust
fund to reimburse State agencies for necessary
costs incurred in making disability determi-
nations.

(P. 76.)

The policy of Congress is stated that disabled
persons applying for the disability freeze be
promptly referred to vocational rehabilitation
agencies for necessary rehabilitation services.
(P. 76.)

Technical amendments are included to permit
using (a) wage credits for service in the Armed
Forces and (b) railroad compensation, for pur-
poses of determining an individual eligibility
for a period of disability.

(Pp. 74, 75.)
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X. FINANCING
Item Present law H. R. 9366
A. Maximum taxable | $3,600 a year $4,200 & year after 1954,
amount,
B B Self- Self-
Years Emp Ewmploy P Years Employee Emploger employed
B. Tax rates 1951-53 1%9% 14%  2%% | 1951-53._____..... Same as present law.
1954-59. . .. 2 2 3 1954-59 . oo Same as present law.
106064 _ .. ___... 24 21 3% 1960-64. . __.____. Same as present law.
1065-69.._ o cce—nn 3 3 44 1965-69- o - oo Same as present law.
1970 and thereafter. 3% 3% 4% 1970-74. ... 3U% 3U% 54D
1975 and thereafter. 4 4 6
(Pp. 6, 26-35, 90-91.)

961 JO0 SININANIWY ALIHADIS IVIO0S



PUBLIC ASSISTANCE

Item

Present law

H. R. 9366

A. Temporary extension
of 1952 matching
formuia.

B. Temporary extension
of special 1950 pro-
visions relating to
State aid-to-the-
blind plans.

Temporary increase in Federal matching shares
for State public assistance programs expires
Sept. 30, 1954.

Under such temporary increase, formula for old-
age assistance, aid to the blind, and aid to the
permanently and totally disabled is 4 of the
1st $25 plus ¥ of the remainder up to a max-
imum of $55.

Under such temporary increase, formula for aid
to dependent, children is % of the 1st $15 plus
% of the remainder within individual max-
imums of $30 for the adult, $30 for the 1st
child, and $21 for each additional child in a
family.

Temporary provision for approval of certain
State plans for aid to the blind which do not
meet requireiments of clause 8 of sec. 1002 (a)
of Social Security Act expires June 30, 1955.

Expiration date postponed until Sept. 30, 1955.
(Pp. 6, 35-36, 93.)

Expiration date postponed until June 30, 1957.
(Pp. 6, 36, 93.)
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a8 SOCIAL BECURITY AMENDMENTS OF 1034

The Cuatiman. At thiz point in the record we will include the
report of the Burcau of the Budget on H, R, 9300, :
(The report referred to follows:)

HXxcutive Orricek or Tux PrRERIDENT,
Junkan or Tnr Rupakr,
Washington, D. C., June 29, 1954,
Hon, Evanne D, Muwsnan,
Chairman, Commilice on Finance,
United States Senate, Washington, D. C.

My Dean Mr. Cuamenan: This will acknowledge your lotter of Junoe 4, 105¢
requosting the views of the Burcau of the Rudget on . R. 0306, a bill to mnond
the Social Security Act and the Internal Rovenuo Code so aa to extend coverage
under tho old-agoe and aurvivors insuranco program, tnerease the benefits pavable
thercunder, preservo the insurance rights of disabled ndividuals, and fnerense
the amount of cariinga permitted without loas of benefits, and for other purposes.

Yho bill would extend thoe coverage of the OAS] program to approxhmately 10
million jobs not now covered. Tho matn groupa that would be brought in are
sclf-employed farm oporators, casual farm and domestio workers, numerous pro-
foanional 5mum. and, on an optional haalx, cmplovecs of State and local govern-
menta and miniatera and members of roliglous orders,  In addition, the B pro-
videa for an {norcase in benefita averaging n”roxhuutol $0 A month and rafses
the maximum and the minimum bonefit. It inercases the total annual carnings
on which benefits would be computed and contributions pald from $3,600 to $4,200
It would permit exclusion of the loweet & yoars of earnings in computing bennfits,
thua proteoting wage carners agatnat seduiced benetits by roason of {llness or un-
omployment over a perlod of several years, and also allowing newly covered
groups to got benofits after the requialie & quartera of coverage without being
penalized for falluro to contributo to the (Pronmm rior to 1085,

In tho case of the disabled, the period during which an individual was under an
extended total dirability would be exetuded in determining both hix fusursd status
and his benefit amount.,  In the caso of retired poople, the limitation on outxido
oarnings would ho rafsed from 875 & month to $1,000 & year. Scveral other
0 ) ?f ?ﬂnzllatl\'oly techunical character, wonld also be accomplished hy the
pro) oglalation, .

hese amendinenta would carry out the olv{gvll\'os ret forth by the Presidont in
his rpecial meakagoe to the Congreas undor date of January 14, 1054, In his mea.
sago, the Preaident atated that during the past year his administeation had aub.
jooted the Foderal social sccurity avatem (o an intensivo study which had reveated
ocertain limitations and fnequition in tho law which shonld bo corrected,  Specifi-
cally, the providons recommended by the Prealdent were oxtension of coverage,
liberalisation of tho retiroment test, incrvased henefits, provision of adiditiona
benefit aredits through rajaing the wage base to 84,200, a fair basia for computing
benefita through elimination of the loweat 4 yoars of carnings, and the protection
of tho benofit rights of tho diaabled through preservation of these righta during
periods of unem Ioi'mem by reason of disability,

All of theso l}:ﬂe dontial objectives would bo carried out by the proposed hill
and {ts enactment would oatablish the »oclal socurity ayatom on & mare compre-
hensive, more oquitable, and more adequate baals,  Accordingly, the Hureau of
the Budget recommends the cnactment of the portions of 1. R, 9360 which per-
tain to the Old-Age and Survivors Insurance program,

Title 111 of the bill would oxtend for I yoar tho exiating temporary increases in
the Fodoral matching ahare  In his social sceurity m o of January 14, 1034,
the President recommended a baalo revision of the publio asalatance matohing
provialons In order to coordinate the program with old-ago and survivorm inauranco
and ocstablish ita financing on a sounder baala, 1. §R. 7200 was introduced in the
House to carry out theee recommendations,  Thoe Bureau of the Budget therefore
moommenda the enactment of rmvlnlons such as those contained in I, R, 7200

proference to the extenalon of the preeont matehing provisiona,

Binoerely youre, .
Doxate R, Bercnkn,
, Asaistant Direclor,

(The report of the Deopartment of Agricufturo, which was sube
sequently sp:bmiuad, appogrs on p. 741.)
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The Cuateman. | am glad to seo you, Madam Secrotary, | hope
wo have a larger attendance here Inter, but it is & very busy day.

Seeretary Honuv, 1 realize that, Mz, Chaitman,

The Chaseman. Proceed to take you own time and to it in your
OWR Way,

STATEMENT OF OVETA OULP HOBBY, SECRETARY, DEPARTMENT
OF HEALTH, EDUCATION, AND WELFARE

Secretary Honny, Mr, Chairman, before proceeding with my pre-
R;\rml statement, 1 ghould like to indieate for the record that Mr,

olson A, Rockefeller, Under Secretary, and Mr, Victor Christgau
Dircctor of the Bureau of Old-Age and Survivors Iusurance, will
participate in the presentation of our testimony.

1 would also like to take this epportunity to introduce to you tho
Commissioner of Social Security, H r. John W, Tramburg,

Also present, o assist in answering technieal questions are Mr,
Robert M., Ball l)ollml\' Director, Buresu of Old-Age and Survivors
Insurance, and Mr. Robert J, Myerm, Chief Actuary, Social Security
Administration,

I appreciate this opportunity to testify on the social sceurity
program, and the recommendations made in the President’s special
measage of Janunry 14 for improven:ent of the program,

l)urmq the past year the Department conducted an intensive
study of both the old-nge and survivors insurance and public assistance
programs, with the objective of developing recommendationa to im-
prove these \m\gmms to meot more adequately the present-day
needs of the American people, 1. R, 9366, passed by the House of
Ropresentatives on June 1, very subetantinﬁly carries out the Presi-
dent’s recommendations as they affect OASI and some aspects of the
interrelationship of the two programs,

Social security has become one of the everyday phrases in the
American language. Most people mean by social security the
Fedoral systom of old-nge and survivors insurance. For millions
this program spolls the hope of a sccure basie income in future old
age.  For millions also, it provides the present assurance that in caso
of tho death of the family breadwinner money will be coming in to
koep the home intact. Old-age and survivors insurance, as the
Preaident has said, is tho “cornerstone of the Govornment’s programs
to promote the economice security of the individual.”

ofore disoussing tho specifie provisions of I. R, 0366, I would
like to have Mr, 6hristgau prosent (o E‘fvou some background charts
that will recall the nature and relationship of theso programs.
- Mr. Christgau——
(The chart entitled “U. 8. Population, June 1054" follows:)
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STATEMENT OF VICTOR CHRISTGAU, DIRECTOR, BUREAU OF
OLD-AGE AND SURVIVORS INSURANCE

Mr. Crrisraav. Mr.  Chairman, this first chart is an orientation
chart depicting the population of the United States in June 1954 by
age groups in terms of millions of people. There are 14 million
persons 65 years and over. In the age group 18 to 64 there arc
95 million people, and in the group 18 and under there are 54 million.
You will note these cross-hatches here indicate i)aid employment and
you will see that there is a rather substantial group still working
after the age of 65.

The CHAIRMAN. Those over 65 who are working is the cross-
hatching? How many are there?

Mr. Curisteau. About 3 million. The homemakers are wives of
the workers and they are protected during the lifetime of the worker
by survivors insurance.

Senator CARrLsoN. Mr, Chairman, before we leave that, could you
tell us how many in that age group of 65 and over are eligible for

OASI paymenta?
Mr.mns. About 6.7 million,
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Mr. Barn. About 5 million actually recciving them, The other
1.7 ll\x‘xillion would get it if they stopped working, but they are still
working.

Secrctary Hosny. In relation to that question, I think the Senator
might be interested in knowing the average ago of retirement, even
though they aro entitled to retire at 65.

Tho average age is about 69,

The Cuairman. That is an interesting figure.

(The chart entitled “Incrcase of Aged Population” follows:)

0AS]
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' 1950 -2000°
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Mr. Curisteavu, This chert shows how the aged population is
increasing (from 1950 to 2000) in terms of millions of persons over 65.
You will note down here in 1954 there are approximately 14 million
aﬁed. They will keep on increasing in total numbers, and by 1975
they will reach a figure cf about 20 million. Going to the ycar 2000,
it is estimated that there will be 27 million aged.

Not only are they increasing in total numbers, but also they are
increasing in terms of percentage of the total population. In 1954,
8 percent of the total population of 163 million was 66 years and over.
In 1975 the percentage will increase to 11 percent, with a total popula-
tion of 191 million. By the year 2000 it is estimated that it will in-
crease to 12 percent out of a total of 228 million.

(The chart entitled ‘“Income Maintenance Programs’ follows:)
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Mr. Chairman, the next chart will give you a quick reviow of tho
incomoe maintenance programs and the manner in which the Govern-
ment is handling tho problem of tho aged. On the left you have the
old-age and survivors insurance program and on the right, public
assistanco.

You will note that ono distinguishing differenco is that old-age and
survivors insurance is entirely a Federal program, financed by a pay-
roll tax. In tho fiscal year 1954 that tax will yicld approximately
$4.7 billion. The tax is borne equally by employees and cmployers
and now is 2 percent of the first 83,600 of a8 wago carners’ covered
earnings. [t is 3 percent for the self-emploved. This revenuo goes
into the Treasury, and from there into tho OAS! trust fund. Benefits
are paid out of tho trust fund, and arv based on a fornula established
in the law. The benefit formula is applied to the average monthly
carnings of the worker during the years in which ho is in covered
employment. Benefit payments go principally to aged workers and
their dependents and to the surviving children, widows, and depend-
ent parents of deceasod workers.

On the other hand, wo have tho public-assistanco progrem which
as you will recall, is financed by a combination of Federal, State, and
local revenues. The total cost in fiscal 1954 out of the genoral
revenue funds is approximately $2.5 billion. Of that $2.5 billion, the
Federal sharo is approximately $1.4 billion, '

Senator MarTIN. Mr. Chairman, could I ask a question?

The CuatrMaN. Senator Martin, ‘

Senator MagrTIN. Do you have a breakdown of that figure; local
government, State government, and Federal?

Twena
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Mr. Cuwistaav, T have the Federal. 1 wonder if someone else
could give the local and State?

The Federal portion is $1,400 million. Out of that $1,400 million,
$938 million is the Federal Government’s share in financing old-age
assistance.

Sceretary Hoany., We do not have it available, Senator, but we
would be delighted to supply it for the record. .

Senator Marmn. I would like to havoe it, beeause I think the more
of it wo can get back to the local level the better it is. T am speaking
from my experience as a Governor of a State where the State carrics
the whole load and it has not been very satisfactory. (This discussion
was further doveloped on p. 75.)

Mr, Cunistaau. As you will recall, the public-assistance program is
administered by State welfare agencies.  Tho assistance is granted to
the recipients on the basis of & needs test, following an investigation
as to need.  The recipients are the aged, the dependent children, the
blind, and the disabled.

The number of recipients in June of 1954 is 4,9 million. The total
mglrll_llwr of beneficiaries under the OASI program in June 1954 is 6.6
million.

Senator BENNETT. May I ask a question, Mr, Chairman?

Of the proportionate relationships between those two forms of old-
age assistance, have they been changing significantly?

Mr. Curistaav. Yes; I will show that in the next chart,

Scnator Byrp. What coordination is there between the publie
assistanco and tho old age and survivors insurance? 1In other words,
do the same people receive both?

Mr. Curistaav. In a limited number of cases there is a supple-
mentation to the old-age and survivors insurance benefits,

Tho CHAlRMAN, Give us an illustration, please.

Senator Byrp. I would like a fuller oxpianation. )

Mr. Curistaavu. The supplementation is most likely to occur with
respect to individuals who are getting the minimum OQAS] amount,
$25 a month. You may recall that many of the OASI recipients are
in and out of covered employment and therefore they have a rather
low avomqo monthly carnings in covered employment. As a result
of that, they may be entitled to only the minimum. When the
benefit payable is only $25 or $30 or $40 and docs not meet the State
standard of subsistence, then there is supplementation of that OASI
amount.

Secretary Honny. If 1 may comment, sir, there are about 500,000
people who are getting both OASI benefits and OAA supplementation.

nator Byrp. But the old-age benefits are included as income, are
zhg not, for those receiving public assistance?
cretary Hossy. Yes, sir.

Senator Byrp. That is one of the incomes considered when you
give them the test of need.

Secretary Hospy. Yes, sir.

ASgimtor YRD. Tho need test includes the income they get from the

Ssc}ctary Hosny. Thoy take that into consideration in cstablishing
need.
(The chart entitled “Number of Aged Recipients’ follows:)
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Me. Curistaav. The next chart shows how the two programs have
grown. We have here in blue the QOASI line, and the green is old-age
assistance. :

The Ceairman. May I inquire, Madam Secretary, whether the
clmrt; to be shown hore are to be found in the copies of your state-
ment

Secretary Honnv. Yes; they are.

Mr. Curistaav. Looking first at the old-age and survivors insur-
ance group, you will recall monthly payments were started in 1940.
There was a gradual increase in the number of beneficiarics and you
will note here tha sharp increase following 1950. That is when Con-
gress cnacted new am:ndmonts substantially expanding the program
and making it possible for a substantially larger number of the aged
to 'Fartici ate in the program.

hen there was a gradual increase, until in April of 1954 there was
a total of 5 million aged beneficiaries.

Now note old-age assistance. This program started during tha
depression years—in 1936. There was a gradual increase until the
war period and then a decline. From then on there was a gradual
increase until it reached a peak in 1950. Then you will note the
significant decieaso with the expansion of old-age and survivors
insurance.

There was a gradual decline in the number of old-age-assistance
recipients until in April 1954 it was 2.6 million. Tho decrease is
aunlxxsultblo to a large extent to the replacementiof old-age assistanca

The other part of this chart shows the trend in percent of the aged
population. You will note how OASI gradually went on up starting
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in 1040 until in A{)ril 1954, 36 percent of the aged population was
getting old-age and survivors insurance.

You will note that for old-age assistance the pereentage was some-
thing between 20 and 25 percent when the program started and it
declined during the war period, gradually Increasing and then declin-
ing again pereentagowise,  In April of 1954 it was 19 pereent of the
aged population,

Senator Cariuson, Mr. Chairman, may 1 ask a question?

The Ciatrman, Senator Carlson,

Senator CartsoN. Mr. Christgau, of course we have had 8 years’
experience in this program, We have had more than 8 years. It
goes back to 1936. It was the intention, of course, when this act was
first passed, that oeventually the OASI would take over the old-nge-
assistance program.  Can you projeet that out as to where we might
anticipate that might happen?

Mr. Cunisraav, The trend is that way and 1 think later on toward
the end of the presentation we will elarify that for you. T think
you will appreciate it at that time a little bit better.

The Seeretary will now continue with the presentation on page 8
of her statement.

Secretary Honny. Before I return to it, may 1 give Senator Martin
the 1952 figures on the financing of old-age assistance, and we will
make the 1953 figures available to you.

In 1052 the Federal funds accounted for 53.1 percent. The State
funds accounted for 86 percent of the remainder. The local funds
accounted for 14 percent of the State and local portion,

Senator Mantin., That is enough. You need not bother about
1053, That takes care of it.

Secretary Howny, The background charts you have scen give a
graphie picture of the present size of the old-age and survivors insur-
ance program and its rapid growth. There are in all nearly 70 million
Forsons in the population today who are insured for retirement bene-
its, survivors’ benefits, or both. A program that touches the lives
of so many people places upon us a solemn obligation to see that it
genuinely serves its intended functions.

The first conclusion that the Departinent came to in its study of
the old-age and survivors insurance program was the soundness of
its basic concepts—that contributions of the workers themselves, and
their employers, should support the system, and that benefits should
have a relationship to the individual’s past earnings. A system based
on these principles is in our opinion most conducive to the enhance-
ment of the individual's sense of personal dignity and worth in a
free society.

Our confirmation of the value of the basic prineiples of the QOASI
system led us to a thorough examination of its specific provisions.
We found two general shortcomings:

First. The system as now constituted fails to include many occupa-
tions and classes of workers; and

Sccond. The benefit provisions are, particularly under today’s con-
ditions, in certain respects inadequate and inequitable.

(The chart entitled “Recommendations’ follows:)
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The President’s recommendations are designed to remedy theso
shortcomings. The major provisions of these recommendations are
summarized on the chart which will now be displayed. T would like
to read them:

1. Extend coverago to 10% million persons,

2. Drop years of lowest carnings in computing benefits and modify
insured status requirement.

3. Raiso earnings baso to $4,200.

4, Increaso benefits.

5. Improve retirement test.

8. Preserve benefit rights for the disabled.

Wo belive that theso provisions constitute a sound plan for the
improvement of the old-ago and survivors insurance system.

1. EXTEND COVERAGE TO 10% MILLION PERSONS

Let us first consider the administration’s propossl for expanding the
OASI program to ¢over cssentially all workers. This proposal was
the outgrowth of a study made by a group of outstanding and repre-
sentative experts in the fields of social security, banking, labor, pri-
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vate insurance, industrial pension plans, farin economics, social work,
and business, There was unanimous agreement among these con-
sultants on the feasibility of oxtending ol!:l{’:ago and survivors insurance
coveragoe to the groups included in our recommendations. Mr. Chair-
man, I would like to submit for the record the very excellent report
prepared by these experts.  You will find that most of their recom-
mendations parallel quite closely tho recommendations for these
grolﬁls submitted by yeur own advisory council in the 80th Congress.
(The report above referred to is as follows:)
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LETTER OF TRANSMITTAL

June 24, 1953.

HoN. OvETA CuLP HOBBY,
Secretary of Health, Education, and Welfare,
Washington 25, D. C.

DEAR MRS, SECRETARY:

When you asked us to serve as consultants on social security,
you referred to the President’s recommendation in his State of
the Union Message on February 2 that the “old-age and survivors
insurance law should promptly be extended to cover millions of
citizens who have been left out of the social-security sysbem ” The
paragraph of the State of the Union Message in which that
recommendation appears is:

“There is urgent need for greater effectiveness in our programs,
both public and private, offering safeguards against the privations
that too often come with unemployment, old age, iliness, and
accident. The provisions of the old-age and survivors insurance
law should promptly be extended to cover millions of citizens who
have been left out of the social-security system. No less important
is the encouragement of privately sponsored pension plans. Most
important of all, of course, is renewed effort to check the inflation
which destroys so much of the value of all social-security
payments.”

As requested by you, we have given consideration in our study
of social security to various alternatives for extending old-age and
survivors insurance to additional groups of current workers, both
employed and self-employed. In this study we have all served as
individuals and the proposals contained in this report do not
necessarily reflect the views of any organization with which any
consultant may be connected.

There is transmitted herewith a report which includes the
proposals which we have developed for your consideration in
carrying out the President’s recommendation for extending old-
age and survivors insurance.

Respectfully submitted.
REINHARD A. HOHAUS,
Chairman, Consultants on Social Security.
7
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EXTENSION OF OLD-AGE AND SURVIVORS
INSURANCE TO ADDITIONAL GROUPS
OF CURRENT WORKERS

INTRODUCTION AND SUMMARY

As requested by Sccretary Hobby, we have given consideration
to various alternatives for extending old-age and survivors insur-
ance to additional groups of current workers, both employed and
self-employed. It is our understanding from the Sccretary that
the President wishes us to give our considered collective opinion,
respecting each question involved, as individual citizens from
varied backgrounds. Our conclusions, therefore, should not be
interpreted as those of any organizations with which any of us are
connected.

In evaluating the possibility of including each additional group
of current workers not now included, we have considered first of
all the question of technical feasibility. This has involved con-
sultation with representatives of the Burcau of Internal Revenue
as to the practical difficulties with respect to each separate group
in collecting the necessary tax and with representatives of the
Bureau of Old-Age and Survivors Insurance regarding the prac-
tical aspects of determining both eligibility and benefit amount for
the groups in question.

We-have, however, been forced to recognize that the distinction
between what is technically feasible and what is fair, socially
desirable, and in the public interest is useful mainly as a device
for breaking down the broad subject of social security into divi-
sions that lend themselves to separate study. In actual practice,
the various phases and aspects of social insurance such as coverage,
benefits, and financing are not separable. In complying with the
request that we make recommendations regarding extension of
coverage, it has not been possible for us to make & study of certain
other features of the old-age and survivors insurance program,
the existence of which means that the present plan falls short in
certain respects of providing all the various advantages which a
contributory old-age and survivors insurance system can have for
::w country. The objectives of this program as we understand

are:

(a) Inclusion of all workers, employed and self-employed;

81
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(b) Payment of benefits related to prior earnings and as a

matter of right without a needs test; and

(¢) Financing on a contributory basis.

We have operated on the premise that participation in the old-
age and survivors {nsurance program will prove of real benefit to
the members of most groups of current workers and that broader
participation therein will be in the public interest. We have,
therefore, tried to take into account the question of fairness,
justice, and consistent treatment for each group considered, no
matter how amall the group or what initial difficulties would have
to be overcome in administering the program for that group.
Beyond this, we have operated on the principle that the solutions
chosen should be directed toward (1) maintaining the long-
established standards of honesty and objectivity in regard to indi-
" vidual reports and benefit rights; (2) minimizing the possibility
of abuses that might undermine public confidence in the old-age
and survivors insurance program; and (38) extending coverage
on a basis which will not adversely affect the protection of those
now covered.

In summary, we might identify our method of approach by
stating that with respect to each group we have asked ourselves
this question: “Taking into account all problems involved, and
the broad lines of policy which the President has indicated he
wishes to follow, is it our best judgment that an effort should be
made to include this group?”

Under the coverage provisions of the Social Security Act as
originally enacted, about six out of ten paid civilian jobs were
included. Subsequent amendments to the Social Security Act,
including the major revisions made in 1950, extended coverage so
that now about eight out of ten paid civilian jobs are included.
Although there has been at least one cogent reason why each
group of excluded workers has been left out in the past, we believe
that it is feasible at this time to extend coverage to most of the
Jobs now excluded.

Several of the groups for whom we recommend coverage do
not raise any particular administrative or technical difficulty not
already encountered under present coverage. Coverage for State
and local government employees under retirement systems, self.
employed professional persons, fishermen, and home workers is
almost entirely a matter of policy rather than administrative or
technical feasibility. Coverage of some of the other groups does
present certain difficulties but we believe these can be overcome
in the ways which we suggest in the report. The groups which
present some special, but not insuperable, problems include self-

’
'
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employed farm operators, hired farm workers, and domestic
workers,

On the other hand, our recommendations for extension of cover-
age &t this time do not include the blanketing-in of persons already
age 66 or over who because they have not become eligible through
prior work in covered employment are not receiving insurance
benefits. We have excluded this group from consideration in this
report because their inclusion would involve very substantial
modifications of the present program which would require careful
and prolonged study.

Since special studies were initiated last year by Congress in
regard to the relationship of the old-age and survivors insurance
program to the Railroad Retirement Act and to Federal employee
retirement systems, we have not included in this report any recom-
mendations with respect to railroad workers or to employees of
the Federal Government and its instrumentalitics who are cur-
rently excluded. The study of the railroad retirement program
and its relation to old-age and survivors insurance was undertaken
by the Joint Congressional Committee on Railroad Retirement,
established by S. Con. Res. 51 of the Eighty-second Congress.
The relation of old-age and survivors insurance to the Federal
employee retirement systems is being studied by a Committee on
Retirement Policy for Federal Personnel, consisting of the Secre-
tary of the Treasury, the Sccretary of Defense, the Chairman of
the Board of Governors of the Federa! Reserve System, the Direc-
tor of the Bureau of the Budget, and the Chairman of the Civil
Service Commission, with a Chairman (Mr. H. Eliot Kaplan)
appointed by the President. This Committee was authorized by
Public Law 665, Eighty-second Congress. Because of these special
studies, we are making no proposals at this time concerning rail-
road workers and none for Federal employees other than one that
the “free"” wage credits now provided for members of the armed
services be extended for a temporary period. It is urgent that
this proposal for a limited extension of the $160 “free” wage-
credit provision receive early consideration, since the present
provision expires at the end of this year. There are no special
technical problems connected with this proposal. Finally, in order
to complete the report as specdily as possible, we have not given
consideration to a few special employment categories listed in
Appendix A, and accordingly no recommendations are made for
them in this report.

L] * * L] . * *

We have included in the report a proposal (Number 11) for
revising the method for computing the average monthly wage to
provide that the three years in which earnings credits were the
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lowest (or nonexistent) would ordinarily be disregarded but in
no case shall the period over which the average monthly wage is
computed be less than the period of time required for the worker
to obtain fully insured status.

Our proposal is designed to meet the problem of the newly
covered groups, who under existing legislation would in many
instances have substantially lower benefits than those already
covered because they do not have wage credits in 1951, 1952, and
1953. Our proposal solves this problem of the newly covered
groups as part of an overall improvement in the program. It rep-
resents a recognition that for the long run the present average
monthly wage provision results in reductions in the benefit amount
for every year a worker is out of the system. Unemployment or
disability for even part of a year can now cause benefit reductions.
For example, to get maximum benefits a worker must now be paid at
least $8,600 in every year after 1950 or his twenty-second birth-
day, whichever is later. Any year in which he earned less would
result in his getting a benefit lower than the $85 maximum.

By making possible the payment of full-rate benefits where earn-
ings were reduced or nonexistent in as many as three years, the
proposal does away with the need for any special provision for the
newly covered groups. At the same time it gives to those already
covered the advantage of some future protection against the low-
ering of the average monthly wage because of periods of unem-
ployment, disability, or low earnings. For newly covered persons
with no prior quarters of coverage the three years prior to 1954
will be omitted from the computation since such persons will not
have had covered earnings in those years; any subsequent years
with little or no earnings will count against them. For persons
now covered who contributed on earnings in years prior to 1954,
on the other hand, up to three years (past or future) in which
they have little or no earnings will be omitted from the computa-
tion. This recognizes the longer period during which such persons
have been under the system.

Our proposal solves the immediate problem arising from exten-
sion of coverage, - We recognize, however, that it may be desirable
for the long run to allow individuals who have been under the
program for a considerable period of time to disregard more than
three years in computing the average monthly wage. This is
particularly important because the groups brought under coverage .
after 1963 will in general be unable to utilize the three-year pro-
vision to offset future periods of low earnings or absence from
the system. We are not intending by our present recommendation
to’ prejudire later’conaideration of broader proposals designed to
solve' the ldhg-‘t‘éngé_ptoble‘m of the t?l,dve;s,e effect of periods of
low earnings 6r absénte from the system on monthly benefits.

J /.
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1t will be noted that we have not recommended a new start for
newly covered groups similar to what was done in 1950, While we
think such an arrangement would probably be practical if coverage
were extended to substantially all workers now excluded we be-
lieve that our proposal is superior to the alternative of a series
of new starts.
* ] [ ] L ] [ ] [ ] [

We have not included in this report any recommendations rela-
tive to the retirement test. We recognize that extension of
coverage will increase the number of anomalous situations which
are created by the existing retirement test and, to this extent,
intensify the need to find a more satisfactory retirement provi-
sion. However, this problem, like the question of benefit levels
and methods of financing, raises broad questions relating to the
system as a whole, whatever its coverage, and lies beyond the ~
specific subjects we were asked to consider.

Nor have we included any recommendation for changing the
definition of “wages,” designed to include remuneration (such as
tips) other than that paid an employee directly by his employer.
However, we recognize that in certain employments the definition
contained in the present law omits a part of the remuneration of
some workers. We have confined our report to recommendations
relating to categories of workers. Legislation aimed at coverage
with all remuneration included would need to take into account
those types of payment not now considered “wages.”

] * * L ] L ] . L

Appendix B contains cost estimates for the present old-age and
survivors insurance program and for the program expanded to
inciude virtually all gainful employment, prepared by Robert J.
Myers, Chief Actuary, Social Security Administration. On the
basis of the intermediate cost estimates shown in the appendix,
universal coverage without other changes in the system would
result in a reduction of about 0.4 in the percentage of payrolls
required over the years to meet the costs of old-age and survivors
insurance, Comparative figures for the extension of coverage that
we propose (we have made no recommendation for coverage of
additional categories of Federal civilian employment or for cov-
erage of military service beyond a limited extension of present
provisions for ‘“free” wage credits) show a reduction of 0.26
percent of payroll over the years.

The saving occurs first of all because under limited coverage,
those who move in and out of covered employment have low average
monthly wages in covered employment and receive the advantage
of a formula weighted in favor of those with low average wages

40588—04—17
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(the benefit formula is 656 percent of the first $100 of average
monthly wage but only 15 percent above). Under extended cov-
erage, their wages in covered employment will be greater. This
means a corresponding increase in contribution income from those
persons and their employers, with some but proportionately smaller
increase in benefit outgo. This, in turn, means that over time the
contribution income will increase more than benefit outgo. Seec-
ond, extension of coverage means that there will be fewer cases
in which earnings from uncovered employment are disregarded in
applying the retirement test.

Our proposal for a change in the method of computing the aver-
age monthly wage will, on the basis of the intermediate cost esti-
mate, increase long-range costs by about 0.1 percent of payroll.
Thus since our proposals for extension of coverage will save about
0.26 percent it is estimated that on balance our proposals taken
together will have no significant effect on the percentage of pay-
roll required to meet the costs of the old-age and survivors
insurance program.



Summary

In accordance with the President’s policy to extend old-age and
survivors insurance coverage, we recommend the following:

1. Allow coverage under Federal-State agreements of members
of State and local government retirement systems under provi-
sions requiring that all members of a coverage group be brought
in if any are covered.

2. Cover self-employed professional persons on the same basis
as other self-employed now covered and cover internes by deleting
the present exclusion of services of internes in the definition of
employment.

8. Cover farm operators on a basis consistent with that on
which other self-employed are now covered,

4. Cover cash wages earned in hired farm work regardless of
the number of days the individual works for a single employer,
and remove the exclusion of workers employed in cotton ginning
and the production of gum naval stores.

6. Cover cash wages of domestic workers regardless of the
number of days the individual works for a single employer.

6. Allow coverage for ministers and members of religious orders
(other than those who take a vow of poverty) on a basis similar
to that on which other employees of nonprofit organizations may
now be covered.

7. Cover employees engaged in fishing and similar activities
who are now excluded.

8. Cover home workers in States without licensing laws on the
same basis as those in States with licensing laws.

9. Cover American citizens employed on vessels of foreign reg-
istry by American employers on the same basis as other American
citizens working outside the United States for American employers.

10. Extend for a limited period the present provision giving
“free” wage credits of $160 a month for service in the armed
forces.

11. Revise the method for computing the average monthly wage
to provide that the three years in which earnings credits were the
lowest (or nonexistent) would ordinarily be disregarded, but in no
case shall the period over which the average monthly wage is
computed be less than the period of time required for the worker

to obtain fully insured status.
87



EXTENSION OF COVERAGE
1. State and Local Government Employees Under Retirement Systems

Allow coverage under Federal-State agreements of members of
State and local government retirement systems under provisions
requiring that-all members of a coverage group be brought in if
any are covered.

We believe that the retirement systems of State and local gov-
ernments, which now cover about 3.8 million workers,* perform
for Government as employer the same functions as nongovern-
mental plans perform for private industry and charitable organi-
zations by attracting and holding good employees and, on the other
hand, by making it feasible to retire individuals when appropriate.
These functions of State and local systems are not accomplished
by old-age and survivors insurance alone, but old-age and survivors
insurance coverage need not interfere with these functions where
the State retirement systems are retained and are appropriately
integrated with old-age and survivors insurance.

The extension of old-age and survivors insurance to employees
of State and local government retirement systems would close two
major gaps in the protection now afforded such persons—the lack
of adequate survivor protection and the lack of continuity of pro-
tection for those who move in and out of Government service.
Probably about four-fifths? of the persons covered under State
and local retirement systems lack adequate survivor protection.
Moreover, existing State and local staff retirement systems are
designed primarily for those who continue in the service of & par-
ticular unit until retirement; the majority of those who leave the
service before retirement age normally forfeit any right to retire.
ment income they may have acquired and merely receive a refund
of their own accumulated contributions.* Similarly, persons who
enter State and local government employment from private indus-
try may lose all or part of the protection they have acquired under
old-age and survivors insurance. The extension of old-age and sur-

! Survey of rétirement coverage of 9*3.’: and loeal ntnm-n- eauoym in the last pay
S ey & G TR T
uhu eove T-lu ‘.'34‘:‘73’,"."1‘ no.nu: covered by retirement systems a mnnm eannot be eovom

‘ a-u ated nd% Bureau o'l‘ 0&1 .Age and Burvivors Insurance on the basis of partial data
h‘lntormtbu furnubod"?; mngurm of Old-Age and Survivors Insurance,
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vivors insurance to such Government employment would fill these
gaps in present protection.

When coverage is extended to State and local employees who are
members of staff retirement systems, those systems can be adjusted
to supplement the basic old-age and survivors insurance benefits.
1t has been demonstrated in private systems that such adjustments
can be made satisfactorily and without loss in tota! retirement pro-
tection. Since the old-age and survivors insurance program has
been established many hundreds of employee retirement systems
of private employers and nonprofit organizations have been made
supplementary to old-age and survivors insurance without loss of
total retirement protection for the employees concerned. In many
cases the protection of employees previously covered under retire-
ment plans in private industry and in nonprofit employment has
been considerably increased as a result of the extension of old-age
and survivors insurance and the continuance of the private plans
on an adjusted basis.

While constitutional barriers preclude the Federal Government
from imposing an old-age and survivors insurance employer con-
tribution upon State and local governments onr a compulsory tax
basis, coverage has been made available to certain employees of
State and local governments on a contributory basis through
Federal-State agreements. At the present time the Federal statute
permits Federal-State agrecments covering employees of the States
or localities who are not in positions covered by a retirement sys-
tem but it bars the States and localities from bringing in employees
who are in such positions. We believe that the Federal law should
be changed in order to permit the coverage of these employvees as
well. .

There are two views as to whether, in making coverage available
to employee groups who are under public retirement systems. it is
appropriate that the Federal Government leave the decision to
bring these employees under old-age and survivors insurance to
the State and local governments alone, or whether the Federal
Government should require that the decision of the State or local
government be subject to the concurrence of the emplovees con-
cerned. Those consultants holding the view that concurrence of
the employees should be required believe that the concurrence
should be expressed by a substantial majority of those voting. All
are agreed that any provision for covering State and local em-
plovees should be on a basis that all members of a caverage group
be brought in if any are covered.

We recogmize that certain groups of State and local employees
such a8 policemen and fire fighters feel that because there are
hazardous and special requirements connected with their work
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recognition has been accorded these factors in existing retirement
plans, Therefore they hold thiat there should be no extension of
old-age and survivors insurance to their groups. In any case a
mandatory Federal exclusion limited to these special groups would
be preferable to the continued prohibition of coverage for all State
and local employees under existing retirement plans.

. 2. Self-Employed Professional Persons

Cover self-employed professional persons on the same basis as
other self-employed now covered and cover internes by deleting
the present exclusion of services of internes in the deﬁmtwn of
employment,

Present law specifically excludes the following professions
from the definition of trade or business in connection with self-
employment: Accountants (with some exceptions), architects,
chiropractors, Christian Science practitioners, dentists, funeral
directors, lawyers, naturopaths, optometrists, osteopaths, physi-
cians, professional engineers, and veterinarians, Many if not all
of these exclusions were made at the request of the groups excluded.

There are no special administrative or.technical problems in-
volved in extension of coverage to these self-employed persons
which are not already encountered in the present coverage of other
professional self-employed persons.* We propose that coverage
be extended to persons in the professional groups now excluded on
the same basis as other nonfarm self-employed are covered. Thus
anyone with annual net earnings of $400 or more from covered
self-employment, including all professional self-employment, would
be included. About half a million or so self-employed professional
persons would be covered in the course of a year.® These profes-
sional persons would report their earnings for social-security
purposes annually with their income-tax reports, as is done by the
self-employed people now covered.

As a corollary to the inclusion of medical practitioners, we pro-
pose that the specific exclusion of services of internes in the
definition of employment be deleted.

3, Self-employed Farm Operators

Cover farm operators on a basis consistent with that on which
other self-employed are now covered.

We propose that farm self-employment be covered on a basis
consistent with the provisions now covering other self-employment.
This would be accomplished by removing frqm the definition of
“net earnings from self-employment” the present exclusion of
income “‘derived from any trade or business in which, if.the trade
m moce profmlonnl mupl are now excluded, a fc&v—wﬂun artiste, actuarles,

Eltlmu tlu Bureau ol ld-Age and Survivors T r‘neﬁ the basls of blish
dats of (s Matioea] Tneomne Biviign Deperioment ot Groatnata o4 on the basls of unpublished
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or business were carried on exclusively by employees, the major
portion of the services would constitute agricuitural labor.” Thus
anyone with annual net earnings of $400 or over from self-employ-
ment, including the operation of a farm, would be covered.

We are advised that in the course of a ycar about 5 million self-
employed persons are covered by present law and that over 3
million farm operators would be covered by this proposal.®

Under the provisions now in effect for coverage of nonfarm self-
employed persons, the individual, in computing his net income from
self-employment on which his benefits are based, must compute his
business expenses. This is required for income-tax purposes, also.
In computing net income for social-security purposes the individual
is required to follow the same rules, regulations, and definitions as
he follows for income-tax purposes. Unless some special provi-
sion were made for farm operators, the same procedure would
have to be followed by farm operators in computing their income
for social-security purposes.

-Many farm operators, however, do not have an income-tax lia-
bility because after deducting expenses and other deductions from
gross income their net income does not exceed their personal and
dependents’ exemptions. Since their exemptions would have no
application for social-security purposes, such farm operators would
become liable for the self-employment tax. It would be desirable,
therefore, to develop a simplified procedure which could be used
by the small-farm operator.

One possibility would be to permit a farmer who meets prescribed
conditions to report his income from self-employment for social-
security purposes as some fixed percentage (say 50 percent) of his
gross receipts from farming. Under this proposal anyone wishing
to report his actual expenses in computing his net income would be
permitted to do so.

We believe that the details of some such simplified method of
reporting should be worked out by the Department of Health,
Education, and Welfare and the Treasury Department in consulta-
tion with the Department of Agriculture.

4, Hired Farm Workers

Cover cash wages earned in hired farm work regardless of the
number of days the individual works for a single employer, and
remove the exclusion of workers employed in cotton ginning and
the production of gum naval stores.

Under present law, in order to be covered a farm worker must
be “regularly employed” by one employer and receive cash wages
—mmon ﬁnr- lneludn aimost all farmers who are actually in tho business of farming

who art of thelr luppon from farm self-employm. Estimates

made by
the Bureau of Old md Survivors Insura the basis of data f the 1950 Census of
Agriculture and the 1949 Gonsumer Tncome Sarvey of the Censts Buteets. o e o
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of $60 or more in a calendar quarter from that employer. The
definition of “regularly employed” is complicated and difficult to
apply. In general, after a farm worker has worked for one em-
ployer continuously for an entire calendar quarter, he is “regularly
employed” in succeeding quarters'if he works for that employer
on a full-time basis on at least 60 days during the quarter. Records
must be kept over a substantial period before it is clear whether or
not an individual is covered. In our opinion the “regularly
employed” test is an unnecessary complicatlon.

The elimination of this test would result in the course of a year
in covering farm wages for about 2.7 million workers who do not
now have their farm wages included.” Moreover, some of the farm
workers now covered would have additional wages included if this
proposal were adopted.

To get the widest possible coverage under old-age and survivors
insurance it would also be necessary to eliminate the $50 cash wage
testin the presentlaw. Such a minimum cash wage test is included
only for hired farnr workers, domestic workers, and a few smaller
categories and does not apply to other employees covered under the
system.” In principle we believe the elimination of such a test is
desirable for all categories of employees. A cash wage test of $50
related to work for a single employer excludes some workers who
would benefit from coverage and also prevents some workers now
covered from getting credit for all the wages they have earned.
To obtain coverage for all agricultural workers who would benefit
therefrom would therefore require the elimination of the cash wage
test as well as the time tests.

‘The major problems concerning the elimination of the cash test
relate to the administration of the necessary benefit and tax collec-
tion provisions, with the attendant necessity for securing the cor-
rect names, account numbers and amounts of wages for agricul-
tural workers hired for only brief periods, and the consequent
increase in the reporting burden on the farm employer. The
Treasury Department has assured us that it believes it would be
possible to secure substantial enfortement of the reporting require-

- ments even if the cash test as well as the time tests were eliminated
and hgs indicated that enforcement would be strengthened if some
gxmpliﬂcahon is made in the present system of wage reporting. It
has pointed out, however, that administrative costs would be lower
if. a.wage test were retained.: In the opinion of the Treasury
Department there would be some advantages in adopting a cash
wago tes test based on a shorter period-than a calendar quarter, A

] by Bureau of Oid-Age and Survivors Insurance gn basis of data f! B f
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weekly or monthly test would reduce the period during which an
employer had to keep records to determine whether a worker is
covered or not. On the other hand, there are many situations in
which an employer will know at the time of hire whether a worker
will be paid a total of $50 in a quarter.

Since in principle we believe that all agricultural workers should
be covered, we urge the Department of Health, Education, and
Welfare and the Treasury Department to continue their explora-
tion, in consultation with the Department of Agriculture, of possi-
ble methods of accomplishing this objective in the near future with-
out undue burden on the employer.

Under present law workers employed in cotton ginning and in
the production of turpentine and other gum naval stores are de-
fined as engaging in “agricultural labor” and are specifically ex-
cluded from coverage. Cotton ginning is essentially a commer-
cial service which farmers use in processing their cotton. Many
of the owners of the gins are independent businessmen without any
farm connections, some are farm cooperatives, some are farm
operators who gin only the cotton they produce, and others are
farm operators who, in addition to ginning their own cotton, gin
cotton for others as a commercial business, The effect of the
exclusion of workers who produce gum naval stores is that workers
(including sales and administrative workers) employed by a manu-
facturer of turpentine are not covered by old-age and survivors
insurance if the manufacturer produces at least 60 percent of the
crude gum processed. We believe that the specific exclusions of
these two groups of employees should be eliminated and that the
workers should be brought under old-age and survivors insurance.
No special administrative or technical problems would be involved
in covering these two groups.

The law also excludes from coverage workers from Mexico who
are brought to the United States under contract for agricultural
work under the Agricultural Act of 1949. While the provisions
under which these workers are brought to the United States expire
at the end of 1953, they may be extended. The consultants are
divided on what should be done in that event.

- One group of consuitants believes that employers of foreign con-
tract workers in agriculture should be required to pay the same tax
as they would if United States citizens or residents were employed,
even though the workers themselves may not be required to pay a
tax and may not be entitled to benefits, This group believes that
the social security program should be designed so as to prevent its
providing an incentive to employ such contract workers in prefer-
ence to United States workers. These consultants further believe
that such an incentive would arise from extension of coverage to
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farm workers unloss employers of foreign contract workers were
required to pay the same tax on the wages paid foreign contract
workers as on those paid to domestic workers. Othera beliove that
Imposition of the employer tax on employera of foreign contract
workers, without giving the workers social-security credit, is a
matter oxtraneous to eoxtonsion of social-sccurity coverage and
therefore is a matter which should not be considered by the
consultants.
5. Domestic Workers

Cover cash wages of domestic workers regardless of the number of
days the individual worke for a single employer.

Under present law, in order to bo covered, a houschold worker
must work for a single employer on each of 24 days during a calen-
dar quarter and must be paid at least $50 in cash for such services.
In general, under this provision a houschold worker is covered if
she works regularly for a singlo employer on at least two days a
week. Inour opinion, the day test is an unnccessary complication.

Elimination of the day test would bring under the program
somewhero between 100,000 and 200,000 persons in addition to the
someowhat less than a million covered under present law, and would
also mean additional coverage for perhaps 50,000 to 100,000 work-
ers who are now covered on some but not all of their jobs.?

To get tho widest possible coverage under old-age and survivors
insurance it would algo bo necessary to eliminato tho $560 cash wage
teat in the present law. Such a minimum cash wage teat is included
only for domestic workers, hired farm workers, and a fow smaller
categories and does not apply to other employecs covered under the
system. In principlo we believe the climination of such a test is
desirable for all categorics of omplovecs. A cash wago test of $50
related to work for a single employer excludes some workers who
would benefit from coverage and also prevents somo workers now
covered from getting credit for all the wagoes they have earned.
To obtain coverage for all domestic workers who would benefit
therefrom would therefore roquire the climination of the cash
wago test as well as the time tests.

The major problems concerning the etimination of tho cash test
relate to the administration of the necessary benofit and tax-collec-
tion provisions, with the attendant necessity for sccuring the cor-
rect names, account numbers, and amounts of wages for domeastic
workers hired for only brief periods, and the consequent increase
in the reporting burden on the employer. The Treasury Depart-
ment has assured us that it believes it would be posaible to secure
substantial enforcement of the reporting requirements, for domes-

1 Brtimated by gu::&of Oid-Ane and Survivors Insurance on‘hasls of data from unpublished
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tic workers as well as farm workers, even if the cash test were
eliminated. However, it believes that administrative costs would
be lower if a wage test were retained. In the opinion of the Treas-
ury Depariment there would be some advantages in adopting a
cash wago teat based on a shorter period than a calendar quarter,
A weekly or monthiy test would reduce tho period during which an
employer had to keep records to determine whether a worker is
covered or not.  On tho other hand, there are many situations in
which an employer will know at the time of hire whether a worker
will be paid a tota) of $560 in a quarter.

Since in principle we believe that all domestic workers should
be covered, we urge the Department of Health, Fducation, and
Welfare and the Treasury Department to continue their explora-
tion of possible methods of accomplishing this objective in the near
future without undue burden on the employer.

8. Miniaters and Members of Religlous Orders

Allow coverage for ministers and members of religious orders
{other than those who take a voiw of poverty) on a basis similar lo
that on which other employees of nonprofit organizations may now
be covered.

Approximately 190,000 ° ministers are excluded from old-age
and survivors insurance coverage at any one time. This figure
inctudes not only pastors of churches but also ministers who arve
employed in other capacities (teaching and administration, for
example) by religious organizations or pursuant to an assignment
by & church. In addition there are about 160,000 * members of
religious ovders excluded.

In the past, proposals for coverage of ministers have been con-
aldered in the context of compulsory coverage, and many religious
organizations were opposed to compulsory coverage of ministers.
Many, if not most, such organizations probably would not oppose
coverage being made available on a voluntary basis, such as we
propose, similar to that on which lay employees of religious organi-
zations may now be covered. Under our proposal coverage would
be available to miniaters on clection by the proper administrative
unit of the religioua organization and by two-thirds of the minis-
terial employocs. .

We belicve that the lay employces of a religious organization
should bo allowed coverage even though the organization does not
desire to cover {ta ministers. On the other hand, an organization
should not be permitted to cover its ministers unless its lay em-
b T e T et L G Sl A, 2
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ployees are also covered. We believe that the Department of
Health, Educatio::, and Welfare and the Treasury Department
should consult the various denominations on the details of the
coverage provisions for ministers as employees.

Woe are not now recommending coverage for members of religious
orders who are required to take vows of poverty. (Most members
of monastic and other religious orders are required to take such
vows.) Wae belfeve that the Department of Health, Education, and
Welfare and the Treasury Department should consult with the
denominations involved and give further consideration to the ques-
tion of whether coverage should be made available to this group.
Many of the members of religious orders receive no cash remunera-
tion for their services, and the Bureau of Internal Rovenue has
ruled for income-tax purposes that even if payment is made for
scrvices of 8 member who has taken a vow of poverty, the payment
is not his personal income but is income of the order. Thus if cov-
erage were to be extended to thia group it would have to be on the
basis of a presumed income. Moreover, the members of religious
orders frequently live in communal homes where the older members
recelve support and continue to perform whatever duties they can.

We are not now recommending coverage of self-employment in-
come which clergymen derive for the performance of religious
duties. This, too, seems to us a matter for further exploration by
the departments and the denominations.

Under present provisions of law applying to lay employees of
religious organizations, once an organization and two-thirds of the
employecs have elected coveragoe all new employees of the organiza-
tion must be covered. There are two views as to how new minis-
terial employees of an organization which has clected coverage
should bo :eated. One view is that the rule applying to lay em-
ployees should be applied to ministers also, on the ground that to
do otherwise would permit voluntary election of coverage by the
individual ministers. Under a program such as old-age and sur-
vivors insurance, which in many cases, especialiy in the carly years
and for workers with large families, pays benefits considerably in
excess of the value of contributions, the opportunity for individual
voluntary coverage is likely to have serious effects on the financing
of the program if made available to any large number of people.
The group of consultants which holds the view that on this point
the rule applying to lay employees should be applied to ministers
also {s opposed in principle to individual volyntary coverage and
does not belleve it should be provided for ministers.

The other view is that if any class of individual is to be allowed
to elect to stay outside of old-age and survivofs insurance coverage
this freedom to choose should be extended to ministers and its

!
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effectiveness should not be affected by transfer from one congrega-
tion to another. Resistance to coverage on the part of some minis-
ters is considered by them to be a matter of principle. To meet this
latter view it has been proposed that if a minister elected to Le
covered, he would be covered whenever he worked for an organiza-
. tion that had also clected coverage. A minister who had not elected
coverage would not be covered no mattor what action his employing
organization had taken. Those holding this view point out that in
any case the minister would not have the election to come into the
system unless the employing organization kas similarly elected.

7. Employee Fishermen Not Now Covered

Cover cmployces engaged in fishing and similar activilies who are
now excluded.

Most fishermen are now covered under old-age and survivors
insurance cither as employees or as self-employed persons. Of the
160,000 ** or 80 people engaged in fishing and similar activities,
however, about 80,000 ** employees are excluded because they are
not employed on vessels of more than ten net tons and are not en-
gaged in the catching of halibut or salmon for commercial purposes.
Some of the excluded employees work on the smaller vessels; others
perform services, such as clam digging, which do not require them
to serve on vessels.* When old-age and survivors insurance was
extended to mcat employee fishermen in 1939, the Congress ex-
cluded these groups at the request of certain employers, primarily
employers in the shrimp industry. In 1950 the employers of these
workers were themselves brought under old-age and survivors
insurance as self-employed persons.

We have been advised that most of the fishermen now excluded
from coverage work on a share arrangement, as do most fishermen
who are now covered. We are also advised that many fishermen
are engaged during part of the year in fishing activities covered by
old-age and survivors insurance and part of the year in fishing that
is not covered.'* It appears that the cvaluation of a fisherman’s
share of the catch for social-security purposes should present no
problems peculiar to the group working on the simaller vesscls.
We are not aware of any other technical or administrative reasons
for the continued exclusion of this group.

"‘-'ﬁfh’i:a wuam. Bervice, Department of the Interiors Moking Stabetics of the United
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8. Home Workers

Cover home workers in States without licensing laws on the same
basis as those in States with licensing laws.

Home workers who have the status of employees under the usual
common-law rules applicable in determining employer-employee
relationship are covered in all States. At present home workers
in States with licensing laws who do not have employee status un-
der usual common-law rules are also considered employces for
purposes of coverage under old-age and survivors insurance if they
meet the following conditions:

1. that the work be performed at home according to specifica-

tions of the person for whom it is performed;

2. that the work be performed on materials or goods furnished

by such person;

8. that the worker be paid cash wages of $50 or more during a

calendar quarter for his services for the particular employer;

4. that the services as a home worker be subject to licensing

requirements under State law.

Only 15 States have licensing laws. Moreover, since some of the
State licensing laws are not generally applicable to all home work-
ers, even home workers meeting the other conditions listed above
for coverage as employees are not necessarily covered as employees
in those States. .

We propose that home workers in States without licensing laws
be covered on the same basis as those in States with licensing laws,
so that employee coverage will be extended to home workers who
meet the other conditions for coverage now in the statute, irrespec-
tive of the State in which the individual is located. If the $50
quarterly cash wage test now imposed as a condition of coverage of
domestic and farm workers is removed, we would propose that it
also be removed from the above conditions for home workers.
Home workers who would not have employee coverage would con-
tinue to be subject to the self-employment coverage provisions on
the same basis as other self-employed persons.

9. American Seamen Employed on Foreign-Flag Veasels
by American Employers
Cover Amerioan citizens employed on vessele of foreign regisiry
by American employers on the same basis as other American
citizens. working outside the United States for  American em-
pby"‘a . '

The 1950 amendments extended old-age and survivors insurance
coverage to most United States citizens working outside the United
States for American employers. The law as it existed prior to the
1980 amendments, however, excluded from coverage seamen work-

!
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ing outside the United States on vessels of foreign registry, and,
possibly through an oversight, this exclusion was not amended, so
that the provision covering American citizens who work outside the
United States for American employers did not extend coverage to
American seamen working for American employers on vessels of
foreigm registry. While there are fow people affected by this exclu-
sion, it would seem Jdesirable to remove the exclusion and treat all
American citizens employed outside the United States on a con-
sistent basis.

The definition of “American employer” now contained in present
law, which would be applied in determining coverage on vessels of
foreign registry, includes an individual who is a resident of the
United States, a partnership if two-thirds or more of the partners
are residents of the United States, a trust if all of the trustees are
residents of the United States, or a corporation organized under
the laws of the United States or any State. The only seamen who
would be covered would be those employed by such “American em-
ployers.” We are advised by the Treasury Department that there
are no special problems of tax jurisdiction or administration in-
volved in this proposal.

10. Extension of “Free” Wage Credit Provisions for Members of
the Armed Forces

Extend for a limited period the precsent provision giving “free”
wage credits of $160 a month for service in the armed forces.

Members of the armed forces are now given “free” wage credits
of $160 a month for service any time after September 16, 1940, and
prior to January 1, 1964, We belicvo that this temporary provi-
sion should be extended pending a permanent solution of the prob-
lem of old-age and survivors insurance coverage for the armed
forces,

Old-age and survivors insurance coverage for this group on a
mandatory contribntory basis is now under consideration by two
separate Committees. The Committee on Retirement Policy for
Federal Personnel, consisting of the Secretary of the Treasury, the
Sccretary of Defense, the Chairman of the Board of Governors of
the Federal Reserve System, the Director of the Bureau of the
Budget, and the Chairman of the Civil Service Commission, with &
Chairman (Mr. H. Eliot Kaplan) appointed by the President, is
making a study of “all retirement systeins for all Federal person-
nel” (including the military retirement systems) and their relation
to old-age and survivors insurance, A Special Committee on Sur-
vivors’ Benefits, representing each of the four services in the De-
partment of Defense, has recommended to the Director of Per-
sonnel Policy in the Department that the armed services be brought
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into old-age and survivors insurance coverage, but the Department
has not yet taken a position on the question. We believe that con.
sideration of permanent contributory coverage of the armed forces
should await the results of the studies of these two groups. We
propose as an interim measure, pending a plan for contributory
coverage, an extension of the ‘“free’” wage credits for a limited
period.

11. Revised Method of Computing the Average Monthly Wage

Revise the method for computing the average monthly wage to pro-
vide that the three years in which earnings credits were the lowest
(or nonexistent) would ordinarily be disregarded but in #o case
shall the period over which the average monthly wage s computed
be less than the period of time required for the worker to obtain
fully insured status, "

Our proposal is designed to meet the problem of the newly cov-
ered groups, who under existing legislation would in many in-
stances have substantially lower benefits than those already covered
because they do not have wage credits in 1951, 1952, and 1953,
Our proposal solves this problem of the newly covered groups as
part of an overall improvement in the program. It represents a
recognition that for the long run the present average monthly wage
provision results in reductions in the benefit amount for every year
a worker is out of the system. Unemployment or disability for
even part of 8 year can now cause benefit reductions. For example,
to get maximum benefits a worker must now be paid at least $3,600
in every year after 1950 or his twenty-second birthday, whichever
is later. Lower earnings in any year would cause his monthly
benefit to fall below the $856 maximum.

By making possible the payment of full-rate benefits where earn-
ings were reduced or nonexistent in as many as three years, the
proposal does away with the need for any special provision for the
newly covered groups. At the same time it gives to those already
covered the advantage of some future protection against the lower-
ing of the average monthly wage because of periods of unemploy-
ment, disability, or low earnings.

For newly covered persons with no prior quarters of coverage
the three years prior to 1854 will be omitted from the computation
since such persons will not have had covered earnings in those
years; any subsequent years with little or no earnings will count
against them. For persons now covered who contributed on earn-
"8 Becante the provisions for the sel mﬂw«l are on an nnnud basis (t may be destrable to
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ings in years prior to 1954, on the other hand, up to three years
(past or future) in which they have little or no earnings will be
omitted from the computation. This recognizes the longer period
during which such persons have been under the system.

It, for example, an individual who is newly covered in 1954 with
no earnings reported for 1951, 1952, and 1953 retires in January
1957, having earned $3,600 during each of the years after 1954, his
three years of no earnings after 1950 would be disregarded and he
would become eligible for the $856 maximum benefit. At the same
time, an individual who contributed on earnings in the years prior
to 1954 would also benefit through the disregarding of the lowest
three years. An example is that of an individual with reported
earnings of $3,600 from 1951 through 1856 who becomes disabled
in 1957 and reaches 65 in 1960. 1f, in the first year of his disable-
ment, he earned less than $3,600 and was unable to work at all in
1958 and 1959, the last three years would be disregarded. He would
thus be eligible for the $85 maximum at age 65.

Our proposal solves the immediate problem arising from exten-
sion of coverage. We recognize, however, that it may be desirable
for the long run to allow individuals who have been under the pro-
gram for a considerable period of time to disregard more than three
years in computing the average monthly wage. This is particularly
important because, as indicated, the groups brought under cover-
age after 1858 will in general be unable to utilize the three-year
provision to offset future periods of low earnings or absence from
the system. We are not intending by our present recommendation
to prejudge later consideration of broader proposals designed to
solve the long-range problem of the adverse effect of periods of low
earnings or absence from tiie system on monthly benefits.

Dropping out the lowest three years will ordinarily leave a period
of at least several years over which to compute the average monthly
wage. For example, a person who attains age 66 at the beginning
of 1971 would, under present law, have his average wage computed
over at least the period of 20 years from the new start date of Janu-
ary 1951 through 1970. Thus, the dropping out of three years
would leave a 17-year period over which the average was computed.
However, some persons retiring in the near future may, under
present law, have their benefits based on a period as short as one
and a half years. To drop out three years in such cases would
leave no period at all over which to compute the average. Some
limitation on the dropping out of three years is therefore needed.
We are proposing a limitation such that in every case the average
monthly wage would be computed over a period at least as long as
that required for the attainment of insured status,

40858—8¢——8
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Our proposal would result in dropping out less than three full
years in computing retirement benefits only in the case of persons
who will attain age 65 before 1957. For all persons who reach age
65 in 1957 or thereafter, three years could be disregarded without
reducing the period over which the average wage is computed to
less than that required for attaining insured status. On the other
hand, a person who attained age 65, let us say, in January 1955
would need the equivalent of two years of coverage in order to be
insured. In computing his average monthly wage from the 1951
starting date, since two of the four elapsed years must be retained,
only two years may be disregarded.:*

We have been advised by the Bureau of Old-Age and Survivors
Insurance that although it would not be practical to recompute
individually benefits for the over 6 million persons now on the rolls
for the purpose of dropping out the lowest three years of earnings,
our proposal is practical for future benefit computations.

3 The limitation on the d: Ing out of three years will have a continuing effect in the average
mmpmtmmde;HM!mlulnmnlulvgym;:w‘:uovgno th of
Abe Insured worker occurs before age 2T.



APPENDIXES

APPENDIX A. Employment Categories for Which No
Recommendations Are Made

In order to complete the report as speedily as possible, the con-
sultants have not given consideration to extension of coverage to
the following special employment categories now excluded, and
accordingly no recommendations are made for them in the report.

Students and Student Nurses

Services performed by a student or student nurse for the school,
college, university, or hospital in which he is enrolled and domestic
services performed in local college clubs or local chapters of fra-
ternities or sororities by students are specifically excluded from
old-age and survivors insurance coverage.

Family Employment

The 1939 amendments exclude service performed by an indi-
vidual in the employ of his son, daughter, or spouse, and service
performed by a child under 21 in the employ of his father or mother.
Employees of Foreign Governments

The United States Government, of course, cannot impose the
employer tax of the program on a foreign government. The exclu-
sion of the employees of foreign governments from compulsory
coverage must therefore be continued."

Newsboys Under Age 18

The present law excludes newsboys under age 18 whether they
work as employees or as self-employed news vendors.
Alien Residents of the United States Working for American Employers
in Foreign Countries

Citizens of the United States working for American employers
in foreign countries are covered by old-age and survivors insurance,
but alien residents of the United States working under the same
conditions are not.

Service for International Organizations

Employees performing service for international organizations
entitled to certain privileges under the International Organiza-
tions Immunities Act are excluded from coverage.
zv:wTT.T. been (aformed that the Department of Health, Edueation, and Welfare and the
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APPENDIX B. Cost Estimates for Universal Coverage **

New cost estimates for the present old-age and survivors insur-
ance program have just recently been developed to take into account
the considerable change in economic conditions during the last few
years and the additional actuarial and statistical data available
from operating experience and from the 1950 census. These cost
estimates have been expanded so as to present data on the cost of
the present benefit provisions with universal employment coverage.
These cost estimates are based on assumptions of continued high
employment and also of level earnings (soraewhat below the pres-
ent levels in both instances).

Estimates of future costs of the old-age and survivors insurance
program are influenced by many factors difficult to determine.
Accordingly, underlying assumptions may well differ widely and
yet be reasonable. Among the many assumptions used, the follow-
ing are perhaps the most important:

(a) Mortality—Mortality rates by age have been improving
steadily since the turn of the century for both sexes and for virtu-
ally all ages up to age 60. Although there was relatively little
change above that age during the first four decades, during the past
decade there has been significant improvement. In the low-cost
assumptions, some improvement in mortality rates at all ages is
assumed. However, in the high-cost assumptions, considerably
more improvement is assumed.

(b) Retirement Rates.—The program has been in effect too
short a time to give completely conclusive evidence as to probable
future retirement rates. Since relatively little is known on this
subject from a long-range standpoint, the estimates are based on
two widely different assumptions so as to indicate the range of
posaibilities. These assumptions, however, have been based to a
certain extent upon the actual claims data developing over the past
few years. Under the low-cost estimate, after a period of years
it developa that about 60 percent of the men age 8569 and 80 per-
cent of the women of those ages who are eligible to recelve benefits
wonld actually draw them by reason of ceasing substantial covered
employment. For the high-cost estimate, the corresponding figures
are 76 percent for men and 90 percent for women. For ages 70-74,
the proportions are correspondingly higher, while, of course, beyond
age 75 all eligible persons may receive benefits regardless of em-
ployment. In the early years all these figures are materially lower
since more of those eligible have recently been in employment and
thus would be more likely to continue to work. :

® Prepared by Robert J. Mpers, Chlet Actuary, Soelal Securlty Administration.
t !



SOCIAL BECURITY AMENDMENTS OF 1054 105

(¢) Employment.—The estimates of future costs assume that
the general level of employment will be relatively high, although
somewhat below conditions prevailing at the end of 1952,

(d) Earnings Level.—The estimates are based on level earnings
assumptions slightly below the present levels. If in the future the
earnings level should be considerably above that which now pre-
vails, and if the benefits for those on the roll are at some time ad-
justed upward so that the annual costs relating to pay roll will
remain the same, then the increased dollar outgo resulting will
offset the increased dollar income. This is an important reason for
considering costs relative to pay roll rather than in dollars. Under
the assumptions used, with the $3,600 maximum wage base, four-
quarter male workers have average carnings of $2,980 per year,
while for women the corresponding figure is $2,030.

Further details as to the mortality and other demographic as-
sumptions may be obtained from Actuarial Study No. 83, while a
forthcoming Actuarial Study will give more details in regard to the
cost estimates themselves and the various assumptions made.

It should be emphasized that the universal coverage assumed for
the purpose of the cost estimates given in this memorandum goes
beyond the proposals being made in this report. If coverage were
extended only as far as definitely recommended by the consultants
(or in other words not to the armed forces or Federal civilian em-
ployees under a retirement system), the cost estimates therefor
would lie roughly midway between those shown for present cover-
age and those for universal coverage.

The cost estimates for expanded coverage have been based on the
assumption that some provision would be made for removing the
handicap of the newly covered groups as to the method for comput-
ing the average monthly wage, and thus the benefit amount.
Although such a provision would probably not be limited exclu-
sively to the newly covered groups, it was assumed that it would
“wash out” over the long-range future. If, however, a provision
is ‘adopted which will have some permanent and long-range effect,
there would be some increase in cost over the figures shown in this
report. For instance, if the average monthly wage is to be com-
puted as at present except that the three years that have the lowest
amount of earnings are eliminated from the computation, the cost
shown would be increased somewhat, roughly, in the neighborhood
of 0.1 percent of pay roll on alevel-premium basis.

One other factor in regard to extension of coverage should be
mentioned, namely, that insofar as financial relationships are con-
cerned, railroad employment is now covered by the old-age and
survivors insurance system as a result of the Railroad Retirement
Act Amendments of 1951. Now all survivor and retirement cases
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involving less than ten years of railroad service (as well as some
survivor cases with ten or more years of service) are to be paid by
the old-age and survivors insurance system. Financial interchange
provisions are established such that the old-age and survivors in.
surance trust fund is to be in the same financial position as if there
never had been a separate railroad retirement program. The net
effect will probably be a relatively small gain to the old-age and
survivors insurance system, since the reimbursements from the
railroad retirement system will be somewhat larger than the net
additional benefits paid on the basis of railroad earnings. The
long-range costs developed here are on the basis that all railroad
employment is covered employment. The balance in the fund thus
corresponds to the actual situation arising. The contribution and
benefit figures, however, are slightly higher (roughly b percent)
than the actual operating figures will show. This is the case be-
cause the figures shown here include both the additional contribu-
tions which would have been collected if railroad employment were
covered employment, and the additional benefits that would have
been paid under such circumstances.

Table 1 compares benefit costs both in dollars and relative to
pay roll for present coverage and for universal coverage. The
level-premium cost figures are based on two interest rates, 214
percent (close to the current average for trust fund investments)
and 234 percent s0 as to show the effect of higher rates (interest
rates on which investments are based are rising rapidly, and when
the major portion of the fund is reinvested at the end of June 1953,
it will probably be at 234 percent or possibly 2% percent). In
considering the increases in the amount of benefit payments, it
should be kept in mind that the covered pay roll is about 25 percent
higher under universal coverage than under present coverage.
The benefit disbursements over the years under universal coverage
would be about 10-20 percent higher than those for present cover-
age. It would be anticipated that benefit disbursements would not
increase proportionately with taxable pay roll. If coverage is
broadened, the cost of the program relative to pay roll decreases
for two reasons. First of all, under limited coverage those whe
move in and out of covered employment have low average monthly
wages in covered employment and receive the advantage of a for-
mula weighted in favor of those with low average wages (the
benefit formula is 55 percent of the first $100 of average monthly
wage but only 15 percent above). Under extended coverage, their
wages in covered employment will be greater. This means a cor-
responding increase in contribution income from those persons and
their employers, with some but proportionately amaller increase in
benefit outgo, This, in turn, means that over time the contribution

i
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income will increase more than benefit outgo. Second, extension
of coverage means that there will be fewer cases in which earnings
from uncovered employment are'disregarded in applying the retire-
ment test,

On & level-premium basis the reduction resulting from these two
factors under universal coverage amounts to about 0.3 percent of
pay roll for the low-cost estimate, about 0.6 percent for the high-
cost estimate, and about 0.4 percent for the intermediate-cost esti-
mate. The extension of coverage recommended in this report
would result in a reduction in the level-premium cost of the pro-
gram by about 0.25 percent of pay roll on the basis of the inter-
mediate-cost estimates.

Table 2 considers the breakdown of the aged population into
those receiving old-age and survivors insurance benefits or being
supported by earnings, and all others. This is of significance in
considering proposals for extending coverage and for “blanketing-
in” the current aged. The figures which have been developed are
based in large part upon the previous cost estimates, although cer-
tain other estimates had to be made which are somewhat tentative

—sand preliminary in nature.

Table 2 relates to both present coverage and universal coverage.
At the present time, somewhat less than 60 percent of the aged are
receiving old-age and survivors insurance benefits or earnings
(including wives of earners). This proportion will gradually rise
to about 85-90 percent in the next 25 years under present old-age
and survivors insurance coverage and to 90-95 percent under uni-
versal coverage. After that time, there will be a further slow in-
crease to an ultimate figure of close to 100 percent for universal
coverage and close to 95 percent for present coverage. At the
present time, almost 75 percent of the men are receiving benefits
or earnings while for women, the corresponding figure is only about
45 percent. However, by 1980, the ratio for women will be quite
close to that for men. This difference in the proportions for men
and women is, of course, largely explained by the continued pres-
ence of a large number of widows whose husbands died without
being insured under the old-age and survivors insurance program.

Table 3 shows the progress of the trust fund under the present
coverage, using 214 percent and 234 percent of interest. Under
the low-cost estimate, the fund builds up steadily, reaching in the
year 2000 about $130 billion for the 214 percent interest assump-
tion and $160 biition for 23/ percent and continues to grow there-
after. For the year 2000, benefits and contributions are roughly
equal and although benefits increase more rapidly than contribu.
tions thereafter, interest on the fund would more than take care
of this difference.
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. \Undgr the high-cost estimate, the trust fund builds up to a maxi-
aum, i, of about $40 billlon in 1976-80 for 244 percent interest and
47 billion in 1980 for 29 percent interest apd thereafter declines,
bt:il';:zuexhaumd a;;out 20 gebaors :;ter. Under :,his ?mﬂmte.»i?n-
wribytions generglly exceed benefit paymenta plus a strative
oxpem:? until t 1875, although for 1958 and 1969 thero is a
light gxceas of benefits over contributions (these are thie last two
yoars that the 4 percent combined contribution rate is in effect)
and the same aituation algo holds true for 1963 and 1964 (the last
twoyearsontheS percentcombinedrate).. - . . . .
. Under the intermediate-cost estimate, at 214 percent interest the
trust fund builds up to a maximum of about $65 billion in 1985 and
declines alowly thereatter to about $55 billion in the year 2000, At
236 percent inteveat, the corresponding figures are & peak of about
0 billion in 1990, and $77 billion in 2000. Carrying the cost esti-
mates out beyond the year 2000, the trust ‘fund continues to de-
crease untilitis exhausted many yearslater. . - S
Table 4 shows the progress of the.trust fund under universal '
coverage using 214 percent and 2% percent interest. Since the L
cost of the program relative to pay roll ja lower than for pregent
coverage and aince the dollar amounts involved ave larger because
of more persons being covered, the resulting trust fund figures are -
higher, and in any cases where the trust fund reaches a maximum
and declines, this.point is at a higher amount aud is further off in
the future than the corresponding figures in Table 8. Under the
aw’qoqt estimate, the fund builds up steadily reaching about $190
billion-in 2000 at 214 percent interest and $325 billion at 2% per-
. "cent ,iyitgmb. and contipues to grow thereafter. For the year 2000,
 sontributions are roughly 5 percent higher than benefit paymeats.
. Although thereafter benefits increase more rapidly than contribus
tona and after ahout 20 years become larger, interest. on the fund
moro than takes care of this difference. . . ..
. Under the high-cost estimste, the fund builds up to & maximum
of.ahout, 365 billion in 1980 at 814 percent interest and to shout 75
~billion in 198085 at 284 peroent {nterest and thoreafter declines,
being exhausted shortly. affer 2000, . Contributions generally exs
m%:hymt« paymants: plus. administrative expenses until about
- Uiderthe intermediate-cost estimate, the fund bullds up steadily
% 9yex-the next 80 years-reaching about $108 biljion in'2000.at 244
- percent interest and.ahout-$185 bijlion at:284 percent interest:
SN the fund grows:more alowly, aud for-214 percent inter

i osssvantually reschea s masimuntand then declings, -1 1. ¢ ...
Ui bt A v e Lt Sand wdb oo ,‘"“w‘:}f‘ I R e
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Tasun 1-—~Comparison of Cost of OASI Systam for Present Coserage
: - and Universal Covirage

Benstit Payments (lilion) Beoafits as Perosat of Payroll

et | o | e | g, | oo | o

LOW-.COST ESTIMATE

Oalesndar Year

Percent Porcent | Pereend
e (¥ 1 -0.42
408 4.8 | -.30
388 8684 -.12
(%] 401 -
6.8 68 -.
80 34 -
A2 (311 -

; . 14 \gm [¥7] .9 -.83
. 8 i 508 840 %
" onm| & tal il =&
] L] Y 1063 i) %
reeetanenn 1.6 1.08 -0
\) ..... i 658 -8
TE

41 a6 -7
AN T
) 2] ] -4

1 La 1.8 -
e 813 -t
[ %) S -4

2

wa} for benefit peymonts afiee 1942, taking tato
‘,;Lg‘a'm?‘nﬁ"&;w w’” mm%',
w-coat and high-cost eettmates, ¢

t4 involving hish-employment assumptions,
ot I Lok e e
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TAsLE 2—Apged persons receiving OAS! benefits or mp’rorted by carnings compared
with lotal aged papulation, preaent coverage and universal coverage
(in millions of persons)

Recelving OASIEEmﬁﬂ: or Rupported by
’ o, |-
Calendar Year l!on Numbee Tercent
v |
Presont | Unlversal | Present | Unlveesal
Coverage | Coverage | Coverugo | Covemge
LOW.COBT ESTIMATEK, TOTAL PERSONS
n 7.8 ’ 8 *)
i xel 8 al ©
18 10 [} (3 n
LY 14 181 ki) 7]
0.0 18 0.1 L] 11
HIGH.COST ESTIMATE, TOTAL PERSONS
oo f B8 a8
1940, 11 n. 12.0 3 ”
1970. 18 13 a3 1 87
1940, 0 20, .6 [ »
LOW-COST ESTIMATE, MEN
1983, cnccacmeanesectcncnanaansatanntens 8 4 * n .
' [ a9 8 8
8 a9 89 L]
NIOU-COST FATIMATE, MEN
1989, 'S 4 G ” .
o . 3l 8 gl @
1900.... 13 -3 (Y] 86 87
1970, s 8 ? 7.8 87 [
1990. ... [ [} [ % 8 | ]
LOW-COST RSTIMATE, WOMEN
.1 3 ¢ “ b
7.4 3 H 1] :"
8.4 [y 1Y ] 6 41
10.3 1 (3] % 80
126 10. 1n13 a2 »
HIGH.COST ESTIMATE, WOMEN
b O ) 1 3 o (1] W
1088, 1.4 4 H 85 H
1060, 8.4 & &9 -] 20
1970, 10.4 8 8.8 81 8
1980, 1229 1 . e ] [
*Not available.

o As used here, “earnings”’ Includes eamings from noncovered employmeant,
Nots: The Agures (n this table are based on the cost estimate Involving high-employment mumrum
sr::d“r::l sg’anp‘l\:?:&gx of meaning of these Agures in regard Lo Anancinl Intorchange provisions with rail,

v
i
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TaBLE 3-—Progress of O0ASI Trust Fund for Present Coverage (in millions)

Intercat Hate nt 234% | Interest Rate nt 24,
Copnder | Contribor | ot 1 mSe | Tonerent | Pundot | tuternt | Pt
oa wyments niere ur res
YIRENE | aponses © G | Yo Fna'
Fund & of Yeur Fund » of Year
AUTUAL DATA ¢
1930. 82,671 $vai $01 $287 $13, 701 287 $13, 724
TN 3,367 1,888 &1 o? 13, M0 47 13, 840
1982.... 3,819 2. 88 365 17,442 368 12,462
LOW.COST ESTIMATE
$4,048 .M $101 $687 $30, 482 07 31,818
9, 083 .3 123 1,188 34,982 1,81 R, 856
1L178 10,321 181 1,868 N3, 263 2,807 94,018
1.2M 12,884 173 2,343 100, 382 3, 303 135
13, 801 19,483 W 2,8% 128, 583 4,08 187,197
HIQNH.COST ESTIMATE
84, 878 46,160 LIk 8340 $1),07% $8a2 $123, 638
9,878 §,91% 170 ) 34,084 ol 34,940
nsy 1,809 W08 918 40,41 1,20 44,378
11,433 14,723 N8 887 34,347 wiN 33,84
12,19 18,169 i S} ) (U] (U]
INTERMEDIATE-COST ESTIMATE »

1960 cennenne $6,612 83,710 $118 308 $22,87% 784 SR, k38
9,832 ¥, 38 143 904 44,83 1, 200 42,798
11,028 1L 10 1, a3, 12 1,889 0, 446
11,80 13,058 a0 1, 4M [UR1] 210 ™, 210
cenne 12,801 14,812 piy 1,208 56, 412 2,087 ma

s Comblned etuployer, etployee, and sell-employed contributions. The cotbined employercmployee
rate 1 3 pereent for 1930-33, 4 peroent for 1934-59, 5 pereent for 1960 64, 6 pereent fur 1968 69, unid 638 peroent
for 1920 and after, The scllem vlu)'nwg' 8 of those mates,

& Actual intorest reovipts used for | 2, Fur future yoars, intetest Is ﬂq'uwd a4 putc shown on averuge
balaniee {n fund.  Actuid 1981 figure (v Inflated bocutiee {1 Licludes n considerable atnount of the feterst
which acerued In the seoond hall of 1950 and alw virtually all of the 193) Interest.

* ased on Dally Stutenient of the UL &, Troasury,  For 195), benefit ‘ll)’ﬂlﬂ"s were those of 1939 Act
for first © months and those of 1950 Acet for Tast 3 months, and contribution fncotie was that of previons
Jaw for entire yeur, For 1982, benefit paytiients were those of 1050 law for Airst 9 months and those of 1952
law for tast 3 months, .

€ Fund exhuusted 10 1997

¢ Based ot averuge of the doblar costs under the ow-cost und bigh-cost cstlimates,

Note: The fignres in (his table are Based on the cost astimate involving highemployinant assumptions,
8ee tesl for explination of meaning of these fAgures In regurd te Ananclal lntachange provisions with raile
toad rellrement systen,
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TanLe 4—Progress of OASI Trust Pund for Universal Coserage (in miliions)

Interest Rate at $33(% | Interest Rate at 28
Ountridu- | Benesy | Aduminis: J————— -

- thonse | Payments | JUYe | quierest | Fundet | Tnterest | Fundat

ped. on Rn on Kod

¥und of Year Fund of Year

LOW.CORT KBTIMATE
®In ;n sus w00 | %7090 1,008 3%, 617
s '&% 16 1,863 13 R83 2088 ™
n 1 [1i4 2811 1Ak 3409 137, 087
i 15018 208 303 | 140,038 4.908 710N
a0 14,000 nl Qo] 1580 & 030 2830
IGH-COST ESTIMATE
084 Ml $ st | s, 920 £38,008
R 10.63) 198 1,007 30,813 1,434 8,98
ag| dml om) il RE iR BB
X018 18799 4 i . 101 3% ®oN
INTERMEDIATE-COST ESTIMATE S

8,008 e 1w e e 038 0L840

1231} (3 in L340 62,199 1,746 o4,
1847 15881 a0 1,008 90,418 9,602 100, 471
14, 800 18 87 3 101, 794 2N 120, 041
18840 it 36 2310 10880 Leu 138 20

» Qombdined employer, employve, aad selfemployed cunteidutions.  The combined employeren ploy:

le 13 3 percent hF (‘;wr("?tﬂ [ INHO"& p’c:’enl for 1960-64, 8 percent for 1903 m.“m)dleu p‘o‘ﬂ%{‘l‘l
g‘md after, T eniﬂml\‘h)ﬁ my;‘ of these mtes
cn avernge of the dolkar costs under the ow-cost and high-cost eatimntes,

Bek ent for $nuTireaton of obamIng ol thks Betres Ta efurd 1o Bmancia TN IarERAn Fh poowions wih o
road retirstenl systotn, .

Secretary Honny. So long as the system does not cover substan-
tially all of our working population, there will continue to be many
people who have no source of income when they retire, and children
whose mothars will not bo able to care for them adequately if the
father dies,

. Under the provisions recommended by the President, between 10

and 11 million persons who during thoe course of a year work in noh-
covored jobs would bo brought into the system, thus making coverage
essontially universal. About 6% million of these persons would be
covered immediately, and another 4 million \\'onld bo cligible for
caverago under voluntary group arrangemeonts.

Those who would be covered or made eligible for coverage on n
group basis by our recommendations include the following:

Self-cniployoed farmers;

Self-employed professionals, including lawyers, accountants,
dooters, dentists, and othors;

Moro farm workers and domestic workers than have proviously
been covered; .

State and local government employees in positions covered by
Stato and local retirement systcems; '

Clergymon; and

Various smaller groups, such as employeo fishermen and
cortain small groups of Federal Government employees.
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Senator Byrp, Mr. Chairman, may 1 ask a question thero?

The ChamMan, Senator Byrd.

Senator Byrp, The doctors were taken out by the House, Would
you toll us what changes the House made in these recommendations
when you read thom?

Seerctary Honny, That comea later in the testimony, Senator,
May defer?

Senator Byap, Oh, yes. [ just wanted to get a clear picture,

Senator Benxerr, On page 9 you said another 4 million would bo
clibible for coverage under the voluntary group arcangements,  Will
you como lator to tho list of the volunatry groups? You have given
us the list of the involuntary groups,

Secrotary Honny, Yes, sir, Senator.  They are on the chart and
they will come Iater,

We firmly beliove that, if all of theso groups are brought into OASI,
so as to make it essentwlly 8 universal system, great advantages
wlilllaccruo both to the individuals involved and to the Nation as a
whole.

Insofar as coverago is administeatively practicable, no one should
be denied the protection of this system beeause of s eccupation.
Individuals should Le assured of basic retivement and survivorship
income lhmnglh a contributory -system with benefita paid witheut
means test.  The security offered to newly covered individuals and
their families by inclusion under OASI may make the difference be-
twoeen dependence and independence in old age or upon the death of

o readwinner.

Tucomplete coverage is disadvantageous also to those who work
part of their lives in covered and part of theiv lives in noncovered
occupations,  Because of the mobility of our labor foree, there are
many such people.  Since noncovered earnings do not count in com-
puting benefits, taking a job in noncoversd mn\)loynmnt penalizes a
worker by resulting in ultimate reduetion of his benofits,

Extending coverage actually reduces the ovemtl cost of the po-
gram measured as o percentage of covered payrolls,

Thoe Cuamman. Madam Secretary, 1 do not think it is out of onder
to comment that a person who takes noncevered employment may not
be oxercising free choice, He may have to take a job he can got,
which is a noncoverad job.

Socretary Horny, 'l‘imt is entively true, siv, .

-Becauso of the weighted benefit formula, the benefits for persons
who are in aud out of covered employment are proportionately much
higher in_relation 10 their covered earnings and their contributions
than the bonefits for persons regularly under the syatem,

Extension of coverage also helps to lighten the burden of public
assistance costs upon the general taxpayer. 1ln particutar, publie
assistance loads in the rural areas are higher today than they would
be had farm groups been covered under the oviginal act.  Moat farm
workers and all farm oporatos are not now covored.  Extending
covorage to them would have a very significant effect in reducing the
nocd for publio assistance in the future,

For all of these rensons, the administmtion strongly favors the
extension of OASI to these 104 million additional workers,

1. R. 9300 extends coverago to all those for whom coverage was
rocommended, oxcopt for cortain farmworkers and self-employed
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physicians. Wa beliove that the coverage of farmworkers should he
a8 broad as possible. In our judgment, tho broader coverage which
our original reccommendation would provide is fensible and is to be
preforred.  As to self-employed phiysicians, there is no question as to
the feasibility of covering them, and we strongly recommend that they
bo afforded tho protection of old-age and survivors insurance.

2, DROP YEARS OF LOWEST EARNINGS AND MODIFY INSURED STATUS
REQUIREMENTS

You will recall that under presont law a worker’s earnings record,
for benefit computation purposes, generally commences with January
1, 1951, Workers who are newly covered next year would, therefore,.
havo 8 4-ycar ga&‘in their carnings record—the years 1951, 1052,
1853, and 1954. that the benofits of these newly covered persons
will not be reducad bosausa of their prior exclusion from the systom,
H. R. 9366 provides that these 4 years will be climinated in figuring
the averago of monthly earnings.” After 20 quarters of covered work,
an additional ycar of low or no earnings can be dropped.

This “drop-out’applies also to persons who are already contributing
to the system. Under present law, time out of work or periods of
low earnings because of unemployment or temporary illnees may re-
sult in & pormanent reduction of benefit amounts. With the years of
lowest earnings eliminated, bonefits of persons already coverad will
more nearly roflect their earnings while they are well and working.

With respect to insured status, exceptl during the next fow years
the requirements of present law will not be difficult for newly m\-o;mf
workers to meet.  However, unless the present insured status require-
ments are modified, goneral’ly the widow of a newly covered worker
dying within 3% {y"oars after the coverage extens... 1 date will not be
eligible for benufits when she reaches age 65. Also, under theeo
roquirements workers now nearing age 65 will have to work for somoe
time beyond that age before they can becoine eligible for retirement
benefits. This is because the total time they would have worked
since initial coverage under the system woukd not, as required by
present law, equal half the period ela since 1950, .

H. R. 9366, therefore, contains an alternative insured status require-
ment, which would bo temporary in its effect. Under this alternativo,
an individual who has a minimum of 6 quarters of coverage after 1054,
and who works continuously after that date, will be insured upon his
attainment of age 685 or his death. .

After 3% ycars from the coverage extension date, which would be
June 1958, such a person would more than meet the precent insured
status requirements of one-half the period since 1950. Thus the
provision makes. it easior for the newly .covered person to qualify
during the noxt few years without the extensive weakening of the
insu{%j status requirements that would result from another “new
start. ‘ .

At this point, with your permission, Mr. Chairman, I would like
to ask Mr, Christgau to present some charts which will give more
details about the two major provisions of the recommendations dis-
cussed so far—namely, the vitally important proposal for the exten-
sion of OASI coverago, and the complementary proposal which would
closo the carnings m of nowly covered persons.

(The chart enti ';Extensxon of Coverago" follows:)

’

: !,
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- EXTENSION OF COVERAGE
- © 63.2 MILLION
PAID JOBS

P

Mr. Cunistoau. Wo are now discussing this first recommendation
to oxtend coverage to 10.5 million persons. This chart, Extension of
Covorage, depicts tho total number of jobs in any given week—that
is, 63.2 million paid jobs. Ingencral, 8 out of 10 of these jobs are cov-
ered by old-age and survivors insurance.

This blue field here is an indication of the scope of the present
coverage and the white field is the proposed new coverage to which
the Secrotary just referred. Somo discussion on the portion of the
chart which represents present coverage might be helpful,

This small segment here represents coverago that is authorized under
present law—but which has not yet been put inte cffcct—about
170,000 State and local government employees and about 230,000
employces of nonprofit organizations. (About 80 percent of those
eligible under the State and local government provisions are already
-covered, and about the same percent of those eligible under the non-
profit provisions are already covered.) .

Then this next scgment refers to the joint OASI and railroad retire-
ment. Thoso two programs are so closely coordinated that railroad
employces may be considered covered under OASI.

he next rather substantial block is the Armed Forees, totaling
about 3.5 million. The members of the committco will recall that the
present law contains a provision under which tho members of the
Armed Forcos get $160 a month wage eredit for their period in service,
That provision of the law cxpires on June 30, 1055.

The next is covered and noncovered Federal civilian employecs.
The small segment in blue represents the approximately 600,000 Fed-
eral civilian employees who are under OASI on the regular contribu-
tory basis. In many cases these people are temporary employees of
the Federal Government,
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The yellow represonta the million and a half Foderal employees who
are now undar the Federal civil-service retirement system or some
other Foderal staff rotirsment systom; theso employces are excluded
from old-age and survivors insurance.

The membors of the committee will recall that just recently the
Kaplan committee—the Committee on Retirement Policy for Fad-

Personnel—recently released its report.  That committee ree-
ommended that both the Armed Forces aud the Federal civilian
employees under the civil-servico retirement aystem be covered by
old-age and survivors insurance.

Scnator Byro. May I ask a question? What group do you refor
to of the Federal om'F oyees that this commission covered?

Mr. Carisraav. The Kaplan committeo recommended that this
group of Federal employees just mentioned be covered,

Senator Byrp. You mean the big group of a million and a half?

Mzr. Curisraav. That is right.

Senator Byrp. Would they continue their payments under the
Federal employment or not? :

Mr. Crrisroav. The Kaplan proposal, as I understand, includes
maintaining tho present Federal system with some adjustments in
it tgloomponsato in part for the increased protection coming from
Senator Byrp, Are not the Federal employees opposed to that?
All that I hear from have been opposed to it.  "They have got a better
system than this system.

& Mr, Curisraav. I think there is some opposition among the
Fedoeral employece; they are in the process now of digesting the veport.
I am not sure what their final conclusion will be,

Senator (Grorae. Are they included in this bill?

Socrotary Honby. No, sir. - Wo did not include Federal employces
in this bill becauso the Kaplan committee had not reported. Wo
thought it would be prematuro.

Senator Byrd, there is beginning to be considerable sentimoent
among Federal employees in favor of coverage under tho OASI sva-
tem. The plan recommended by the committee is a vory complicated
one and it would ba difficult for mo to oxplain, but it is an adjustment
of tho present civilservice retirement systemn with coverage under
OASI.  With the old-age and survivors insurance program oY(orMin
a8 & baso and civil-service retirement on top of that, so to speak, much
in the same way that industry now has a pension plan on top of the
basic retirement protection furnished by OASI.

Senator Byro. What do the Federal employecs now pay? What
deduction do they have?

Mr. MygRs, 6 percent, -

Senator Byrp. Is that 8 percent paid by tho employee?

Mr. Myunrs. Yes, Sonator Byrd; that is correct.

Senator Byrp. And the new system, of course, is 2 percont on the
employer and the employes, the bill that we aro now considering?

Mr, Mvyurs. That is right, 4 percent,

Senator Brro. I do not see llow you can ‘integrate those two
systoms together, : .

~Mr. Mygrs, If I might speak on that point, Senator; under the
Kaplan committoe proposal for making the civil sorvice retiroment
plan a supplementary one, for wages under $4,200, the present 8 per-

]
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cent employee contribution would be veduced to 3% percent for the
civil service retirement plan plus the 2 percent for OASI, making a total
of b% percent.

For wages above $4,200, the Kaplan proposal would continuoe to
deduct the whole 6 percent as now, all of 1t going into the civil service
retirement system,

Senator Byro. They have a vested right in the payments they have
made in the past, to get certain benelits, and you could not very well
change that now,

If they are satisfied, why do you want to change it? 1 represent a
lot of Federal employees and I do not think 1 have gotten a single
letter favoring going under the social security plan,

Secretary Honuy, Our bill does not provide it.  We did not include
it, Senator, because as 1 say, the Kaplan committee was supposed to
report on it, .

Senator Byrp. 1t is a little confusing to mo in the explanation of
theso charts that certain statoments are made by some commission
or somebody else advocating something.  What 1 would like to know
is spocifically what is in the bill and w‘:n\t the President recommends,
1 think it is rather confusing to bring in different commissions,

Secretary Honuy. T am sorry. We did not mean to confuse you.

Senator Byro. I am not critical of it, but I am anxious to get the
best possible conception of this that T can.  When you refer to a lot
of differcnt commissions, I do not know whether you recommend the
reports of the commissions or not.

Socretary Honuy. If you will lot Mr. Christgau return to this white
sogml(;g}lt of tho chart, the white segment is the recommendation of this
new bill,

Mr, Cunistaav. As T explained, this area in blue, and this yellow
sogment, are people already covered under OASI. Now the white
field—the proposed new coverage. The largest group in the tield of
proposed new coverage are the farm operators and additional farm
workers, 'There are about 3.6 million farm oporators that wo pro-
poso to cover. There will be an expansion of coverage so that the
number of farm workers will increase from the approximately 700,000
presently covered to approximately 3.3 million.

Then the next largest group is madoe up of Stato and local govern-
ment employecs covered under State and local retirement systems,

The Cuairman, Before you come to that, tell us what distinetion
youkdm\\' in those who are on the farm between the owner and the
worker,

Mr. Cansraav. 1f the chairman will wait just a minute, 1 am
coming to a chart showing the breakdown between those twe and 1
think 1t will clarify it. 1f not, 1 wili bo pleased to have you raso the
question,

Senator Burren. May 1 ask if your chart later on makes a distine-
tion between the operator and the owner who may be a partner with
the operator?

Mr. Curisreav. Yes. We will reach an explanation on that, too.

The next group, as 1 indicated, represents about 3% million em-
ployees of Stato and local governments who are covered by retirement
systems, ‘Thero are now about a nulhon State and local employecs
- who are chgible for OASI coverage under present law.  About 830,000
of thom aro already covered winder OASI and this expands that cov-

49338340
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erage. ‘The members of the committeo will rocall that under the
present law, State and local employees aro covered only to the extent
that they are not in positions covered under a State and local retire-
ment system on the date their group is brought under the program.

Senator Martin, Might I ask a question?

The CratrMAN, Yes,

Senator MARTIN. There isn’t any provision that they could come in
if they would so vote?

Mr. Curisroav. Yes; 1 will explain that.

Senator MARrTIN. Thank you,

{Tho chart entitled, “Proposed New Coverago,” follows:)
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Mr. Crrisraav. You will note on this new chart, Proposed Now
Coverago, that the total proposed coverage is 10.5 million people.
This other chart shows 63.2 million paid jobs.

The now coverage in the whito arca amounts to about 7 million
jobs that would be covered at any one time. During the course of
the year, approximately 10.6 million people work in those jobs due
to labor turnover and so forth. )

The largest group is that of farmers—3.6 million farin operators
who are nct now covered would be vovered.

Then it is proposed to add an additional 2.6 million farmworkers.
This cmhatchmﬁ in the center indicates that some peoplo are both
farmworkers and {arm operators during the course of a year, ropre-
senting an overlap of approximately 400,000 individuals.

.. Senator BurLER, That doee not include tho farm owner, as I see

mho does not operate his farm but has a man on it working with
48 & pariner in the operation. K
Where does the owner come in? 1
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Mr. RockererLERr. He is the top group, the farmer.

Mr. Curisroav, If he gets his remunemtion as & result of a share
in lhl?‘:lmp and performs no services, simply renting his farm, he isnot
covered.

There are two classes that would come under that classification.
One is the owner who rents his farm for a share of the crop.

There is anothoer classification, a8 man who owns the farm and has an
active partnership with the fellow who oporates it,

Senator Burier. He may not do any of the manual labor, but he
is intorested usually to the extent of 50 percent in the income of the
farm because he owns the farm and the other fellow operates it.

Mr. Curistaav. As I understand, the distinetion is that if he has
net income from the farm of $400 or more a year and if that income
is not rental income, he is covered.

On the other hand, if his entire income from the farm takes the
form of rent, he is not covered under the program.

Senator GeEonrae, How does the bill treat the man who works for
a share of the crop?

Mr. Cunisraav, I think Mr. Ball can explain that.

Mr. Bann, Senator, the owner who gots a share as rent is specifi-
cally excluded. The sharo of rent is not counted as farm income, and
he is not covered. All he is is the owner.

Senator GGeorax. He is not 8 farm operator?

Mr. Baun. No; not for social-security purposes. But the worker,
the sharecropper himself who does the work, would be covered accord-
ing to a common-law test cither as an employee, if he is 8 common-law
employee in a given situation, or as a seli-employed farmer in a given
situation, if he i3 not an employee.

Scnator Groraek. You have many sharecroppers who themselves
employ a great number of laborers in operating their farms?  They
are farm operators, actually.

Mr. Baut. Yes; ordinarily.

Senator Grorar. But they are operating on a share basis. Are
they classed as self-employed or as workers themselves.

Mr. Bawt. Iu the instance that you give, sir, I beliove they would
ordinarily turn out to be self-employed operators and could be covered
in that cato§ory.

Senator ((EokragE. And their employces would turn out to be
employces, and both would have to contribute as far as they were
concerncd.

Mr. BaLn, Yes, sir.

Senator Butiei. On what basis do they make a contribution?

Mr, Batn, In thoe sharecropper case? It would be the distributed
share of the crop.

Senator ButLER, And they pay a percentage on that up to an in-
conme of $4,200?

Mr. Baur. Yeos.

Scanator GrorgE. And no deduction anywhere along the line.
Their first $4,200 is taxable, is that correct?

Mr, Bar, Yes, sir.

Now take the case of the farm operator—I was answering the ques-
tion of one who is considered an employee. As will be explained
later, ordinarily the operator would pay on the net income from the
farm just as in income tax.  The bill follows the income-tax procedure
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in general. The self-employed farm operator’s tax would be on his
net income. There is a special recommendation to make reporting
easier for the really low-income farmer where there will be a presumed
net income of 50 percent of the gross.

There is a chart on that.

The CHAIRMAN. Let's take a simple illustration. Let’s suppose a
man in town owns a farm. Let us suppose he does no active work on
the farm except, I suppose, to supervise it as an owner. Let us sup-
pose that he has a lessee, or whatever you want to call it, who does the
work on the farm and is res%onsible for the actual farm production,
Let us suppose, as suggested by Senator George, that he goes out and
hires other people who help him. You have three different types of
persons. ‘Tell us what happens to each one of them.

Mr. Baru. In the case where the farm is rented, actually the first
man would not be covered at all. The second man would be covered
as & self-employed farmer, The third group, the employees, would
ba covered as hired farm workers. -

Senator BurLeR. You haven't touched_the question that I have
asked. I will try to make it as simple as I can.

The man in town owns the farm, and the man on the farm and he
make & deal whereby the fellow on the farm does the work—plants
and raises the crop. .

The fellow in town who owns the land gets 50 percent of the net
and the fellow on the farn paﬁ's all of the labor. That is not rent,
that is & business income. Is the fellow who owns the land considered
an operator who is covered or not?

r, Banv. Yes, sir; a8 distinct from the chairman’s situation, the
man in town would be covered under your illustration where he
doesn't actually rent the farm and it is & partnership. If it were &
rental situation it would be different.

Senator ButLeR. This is not a rental but a business setup.

Mr. Baryn, If it is a share-rental situation where this man who is
on the farm and does the work pays the owner rent, either in the form
of a r:?i“e of the crop or otherwise, then the owner would not be
covered,

_The CHAIRMAN, Suxzf)ose he pays enough to the man in town to
take care of taxes and a share of the ctop. What kind of setup
wquld you have? .

{r. BaLL, That would probably be a rental situation. If so, the
man in town—the owner of the land—would not be covered. -

Senator GEoRaR, Sometimes the sharecropper is regarded as a
laborer under the laws of some States,

In Georgia, he is regarded as a laborer. He qiats for his compensa-
tion a percentage of the crops that he actually matures, gathers,
markets, and sells. L )

Sometimes it is & third, sometimes it is & fourth, sometimes a half,
and sometimes it is more. He would be a farm oporator. That is
what I am trying to get at. I am not spesking of.the owner of the
land, but the man who operates it on a share basis. He would be &
farm operator under the bill as drawn. ;o

Mr. BaLn, Senator George, what we would follow there to doter-
mine whether he was an empio)_reo or an operator would be the com-
mon law. .If thero wero a sufficient degree of control to establish him

RN Co - !
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as & common-law employee, hie would be treated as a hired farm work-
er, not as self-employed. .

The illustration that you gave me earlier was of a cropper who him-
self was in turn hiringpeop e to work for him.

Senator Grorer. But he does. He has to.

Mr. Bavy. In that situation my guess would be that he would not
ordinarily meet a common-law test of employec and would be treated
as a self-employed person. ‘

Senator (GEorGE. He meets the common-law test under the laws
of some States, because the absolute control of the crop is in the
owner at all times. As a matter of fact and practice, he doesn’t
exerciso it, .

Mr. Bawvn. In those situations they would be treated as employees
where the common-law test is met. : “

Senator GEorae. Then the owner would be liable for half of the
tax on that employee? . .

Mr. BaiL. In those situations; yes, sir. :

Senator BENNETT, Mr. Chairman, would the owner be liable or
would the operator be liable who hired the employee?

Mr. Bavn. I should have said the operator.

Senator GEORGE. A is the owner. B is the man who actually
op(;‘mlg the farm on a share basis. C and D, et cetera, are laborers
under B.

What I was especially interested in is the man who is actually
operating the farm. If he meets a common-law test, is he regarded
as 8 farm operator under this bill or is he an employee under the bill?

Mr. BaLL, Anyone who meets the common-law test of being an
employee will, under this bill, be treated as an employee. Cot
he Cuatrmay. Will that be according to the State law? -

Mr. Barr. The interpretation would actually be made in the
Federal courts. It would actually be a Federal matter.

Senator GEorge. We would have to undorﬁ‘o a system of litigation
in Georgia to find out what & man was. The States courts have
usually decided those issues.

The CHatrMAN. Who determines what is the employee? Do you
determine it here in Washington or do you follow the law of the State?

Mr. Barn. The Internal Revenue Service would first make the
interpretation,

My ‘)oint about the Federal courts is that a decision on any appeal
from the Internal Revenue Service opinion would be made in the
Federal court. - .

The CrairMAN. But the Federal courts in that kind of mattet
usually follow the State law. ,

Mr. Barw, I should think that might well be taken into account.

Senator GeoraE. I think they would generally do so.

Senator BENNETT. Mr. Chairman, might T ask another question?

The Cratruan. Certainly. R

Senator BENNET?. Taking the three types of farmers that Senator
QGceorge has mentioned, type A would have no contact with the system
at all and would not be responsible cither for the rayment of Eny
share of the OASI tax, or he would not be eligible for any benefits,
But type B, the operator, who in turn employs others, would be forced
to pay 3 percent of his own income plus 2 percent of all of the wages
he paid to his men
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Mur. Baun. That is correct.

Scenator BenneTT. Isn’t that a rather substantial burden for an
individual to carry? You are not getting into an area where a man
who is considered self-employed earries a double burden.

Mr. Bart. This is sinular to the situation as far as solf-cmploywd
coverage now is concerned. In one instance, ho pays for his own

rotection. . He pays the self-employed rate as an operator of a small

usiness now for his own protootion. Then he has emrloyeos who
work for him, and ho shares with them a payment for their protection
just as & businessman now docs for his employecs’ benefit.

Scnator BeNNeTT. Then I can undorstand why many small-business
men object to being included under the systom. They avo carrving
& double burden, and they do abject.

Mr. Barw. Is it really a double burden, sir, or is it a tax for two
different. situations? :

Secretary Honav. It is not a double burden, Senator. A self-
employed person is paying for his own protection aud, as an cmployer,
he 18 sharing as any other business does, in the social insurance of his
en%loyom. - .

Senator BenNETT. I8 hoe entitled to deduet from his own incomo tax
the amount of hia contribution for his employees, the OAS1?

Secretary Hosay. Yes.

Mur. Barn. The employees, yes,

Senator Bexnkrr. But not his own?

Mr. Baw. Not his own. ‘

Senator BurLer, May 1 ask one other question?  Has any attempt
been made to discover the attitude of poople it agriculture, principally
those who qualify as owners or operators? Has any attempt been
made to got the attitude of the people? .

‘Secrotary Hosnv, Wo spoke to the agricultural representation that
we had, Senator, on the group of experts.

Mr. Baul, Yes, Mm. Socretary.  Also, there was considerable
testimony in the House on thia bifl from the farm organizations and
from other people in touch with the farm situation,

The National Grange and the Farmers' Union have both favored
this coverage, where the Awerican Farm Burcau Federation has not.
The Under Secretary of Agrioultuve also testified that it was his belief
that the farmers of the country were overwhelmingly in favor of
seouring this protection,

"Among the consultants that the Sccretary referred to wore atafl

members of the National Grange and of the American Farm Bureau
Federation;.they did not take a stand on oxtension of coverage under
the program but worked on the feasibility of extending the program if
you were going (o extond it. )
. Senator ButLenr, That partially answers my question, but I would
like to know if there is some way of getting at the attitude of & man
who is going to pay this tax, not tho employoes or representatives of
national associations, Grange, Farmers' Union, or Farm Bureau.

Mr. Baur. We bave knowledgo of some atudies that were done by
some. of -the State agricultural schools who iptercviewed aamplinfs
of favmers in their States to got information on retirement. T would
be glad to submit some of those studies for the record, Senator.

. Senator Burr.xr. That would give us some idea.
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Mr Bave I oam sure there will be testimony from the groups
themselves and the l)_«-rartmom of Agriculture on this point,

The Cuatrsan. Will you submit whatever you have

Mr. Baw, Yes, sir,

(The information above referrad to follows:)

In 1051 and 1852 the land-grant colleges in Connecticut, Wisconsin, and Teaas,
in cooperation with the United States Departmont of Agriculture, conducted
atudic for tho purpose of determinlng farmens’ retirement plans and thelre atti-
tudes toward the old-age and aurvivom insurance program. A sample group con-
slsting of 1,858 farm operatom was intorviewed in selectod areas of theee
Statee,  Thoe far operatom interviewed generatly approved of the old-age and
survivors inaurance program; the pervent approving ranged from 75 to 83 percent.
Tho proportion favoring the coverago of farm operatora varied from 53 to 70 pereent,
In genoral, the older and the younger fariners wero morve in favor of coverage than
the middle-aged group. “Those who had some experience with old-age and sur-
vivors insurance or were acquainted with ita provisions tended to favor the
coverage of farmem noro than those with lttle or no knowledge of the program,

From February 1 through Mareh 3 of thix year, the Burean of Old-Age and
Survivors [naurance recelved 8,847 inquirics, both oral and weltten, about old-age
and survivors insurance for farm operators.  Of thewe inquiries, 79 poreent were
{n favor of old-age and survivom insurance coverage, 7 percent were opposcid to
coverage, and 14 percent wore noncommittal,

A study aimilar to those made in Conneeticut, Wisconain, and Texas, was made
in June 1954 by tho Kentueky Agricultural Experimont Station in cooperation
with the United States Department of Agriculture, A ‘\mlhu(uuy wport on
this study, which was made {n Harriaon County, l\f" shows that among the
sample group of 204 farii operators, 89 pereent generally approved of the old-age
and aurvivors lusurance program,  Neventy-soven pereent of the farm operators
interviewed folt that farm operators should bo covered by old-ago and survivors
insurance, 9 pereent felt that they should not be covered, and 14 pereent were
unecrtain.

Senator Grorex, Wo will have to g into it much later.

The Crarman. We will have witnesses on that.

Scnator Georak. I think you have threo relationships when you
comw to your farmworkom. . .

For instance, when 1 had some judgment about farming --I confess
1 have not now ~-1 owned some land. 1 placed on the land, we will
say, B. 1 did none of the physical work. 1 did keep some books
aed some records that 1 had to keep. 1 furnishod whntover advice
and direetion 1 could to him. )

IS?cnatnr BenNerr. Senator George, did you furnish him any capi-
a

Senator Grorer, Oh, yes, 1 furnished him capital, certainly. 1
furnished capital straight through, i

Then B, in turn, had quite & number of people who worked for him
on the farm, ) . .

There are three relationships, 1 might be reganded as a farm
operator if 1 furnished the capital, kept the books and records, and
if T offered advice and gave divoction as to how we should plant and
what pereentage of crops we should plant, although I did no actual
work, But it seems to me that I would be a farm ogomlor.

Mr. Bari, Senator, did ho share the crop with you

Scenator Grorak. Yes, he had half of it. .

Mr. Bavu. The point here is that there is a specitic oxclusion in
H. R. 0300 that takes out of farm income your sharo of the crop
if it is paid to you, the owner, as rent.

If he has paid you o share of that crop as rent, then there is a
specific exclusion of that.  So you would not be covered in that
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situation. If it woren't & sharo rental situation, but you performed
management and decision making services with anothor man on the
farm, and it was a partnorship arrangement, then you woull be
covered,

Senator Grorae. Yes, oxcept our law says that the relation of
master and servant applica. That is just one of the difficulties about
it, a8 I see it.

You have got a wholo flock of issuca and questions that only the
courts can decide. T don’t know what they will decide if you get it into
the Federal courts.  Go ahead, bocause I'realize it is & difficult point
to resolvo here now, and I am taking up the Secretary’s time,

Mr. Cunisraau, Wo will come back te the manner in which the
farmors roport their income and report the farmworkers.  When the
disoussion started, I indicated that about threo and a half million
State and local government employees who are now covered by their
own State retirement systems and who aro not now covered under the
preaent provisions of the law are recommended for coverage.

The next aubstantial group is that of professional self-employed.

In another chart I will show you a breakdown of the makeup of
that group. Then the next groups recommended for coverage are
about 200,000 additional domestics. Then there are ministers-—about.
260,000 of them—who would come in under pretty much the same
provision as that under which lay employces of raligious and other
nonprofit orgatizations are now covered.

en down at the bottom, the small segment marked “Others”
represents small groups of peoplo not now coverad who would be
covered by the bill, such as fishermen in amall boats, certain indus-
trial home-workérs, American citizens employed by "omign subsidi-
arics of American corporations, and cortain groups of Federal em-
plglym such as the employecs of district homo loan banks,
hat constitutes the arca of new coverage, and we will have a
further breakdown of some of those in succceding charts,

Senator Grorar. In the caso of State, and county, and municipal
employees, the State or county or municipality has to make the
contribution to the zgstem?

Mr. Curisraav. Yos,

Senator Qxrorar. Just as any other employer?

Mr. Cunisraav. That is right.

Senator Groras. Is that based on the consent or approval of the
political division?

"~ Mr, Bawn, Yes. . :

Secretary Homny. It is a ~oluntary arrangement. Thoy have a
referendum, so to speak, Scnator, to decide whether or not they will
tome into it. * .
. _Senator Grorar. And the State has to assumo that obligation if
t-haceomo in as State employecs? -

rotary Hoear, Yee, .

Mr. Crristaiv. One of tho points made in the discussion so far
was the inadequacy of coverage in the rural communitics on OASI.

(The chart entitled, “ Percent of Aged Population: In Farm Count-
ies; in Nonfarm Countice,” followa:f L
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This chart, OAA and OASI, shows the percent of aged population
in farm countics and in nonfarm counties,

A farm county is considered ene where 50 percent or more of the

pulation lives on farms.  You will note in the nonfarm counties
in the industrial areas, 36 percent of the population is entitled to 0Asl
benefits and only 17 percent reccive old-age assistance,

If you come over hero to the farm counties, it shows rather graphic-
ally the inadequacy of farm coverage. Nearly one-thind, or 31 per-
cent, of the pool;lo in tho aged population ave on old-age assistance.
Only 13 percent have the benefits of OASIL

It showa quite’ graphically what the administration ia trying to
overcotne by its recommendation that OASI coverage be expanded in
these rural arcas. Fower and fower of the aged farmers and farm
workers would have (o resort to old-age assistance; they wounld have
the henefit of old-age and survivors insurance.
| ('i‘l)u\ chart entitled “Farmers—Optional Reporting Method,” fol-
owa:



126 SOCIAL SECURITY AMENDMENTS OF 1954

;" FARMERS
.- OPTIONAL REPORTING METHOD *

r

N [PEEPR AR SO N
S X 17 1T
"o - FARMERS

o

NT ERNoS, 1.

MAY REPORT $300
' ¥ COMPUTED NET
UNCER $900

NEED NOT COMPUTE
NET LANRRS

.,
S ) -
B, . TAEPRAR M) MORT MET (ANOW A3 COMPUTIO ROR MOME TAX MUMOSES
- R I GRS [ ]

Mr. Cunistaav. The Seerctary referred to the geoup of consultants
who were called in to work with the Departiment on the problem of
increased coverage. .

They, along with people in the Departiient of Agriculture and the
Treasury Departmenty developed an optional method of farmers
reporting.  You will recall that one of the problems - and Senator
Geonge, you referred to it- of farmers has been the problem of report-
ing their income.

As illustrated in this chart of the proposed optienal reporting
method, we provide a simplified method which many farmens mulﬁ
use in reporting their carnings for social-security purposes.

‘The proposed coverage of the farm operators’as we indicated is 3.6
million farers.  Approximately 2.6 nillion have a gross income of
over $1,800. The problem arca is gencrally with simall farmers.
There are about a million who have a gross income of under $1,800.
To avoid the necessity of computing net income involving a detailed
record of expenditures, depreciation, and so forth, this proposed
optional reporting svstem was developed.  Under this optional
method, farmers with & gross income of under $1,800 could merely
report 50 percent of their gross incomne, which would be presumed to
be their net income for social-sccurity purposes.

Scnator Byko, Mr. Chairman, 1 would like to raise a question in
regand to these migrant workers that go from farm to farm, how are
you going to find out when they have earned 22007 They work for
1 farmer 1 day and another farmer the next day and so forth,

Mr. Bawn, Senator, the test is how much they are paid by the same
cmployer.

Senator Byro. In other words, when the same employer pays $200,
then they come under this?
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Mr, Banl. Yea, that is H. R. 9366,

Senator Bygrp. You don’t have to find out if they have earned that
from some other cmployer?

Mr. Bawn. No, sir.

Senator CarLgoN. Mr. Chairman, as [ notice that chart on the
optional reporting, that follows somewhat the method used by the
Burcau of Internal Revenue. 1f you want to use the short form for
under $5,000, you can.

Sceretary Ifonny. I would like to add that Internal Revenue sat
with us in developing this method of reporting.

Mr. Curisraar, The farmers who have a gross income of $1,800 or
more ordinarily would report the same as self-employed poople now
report. They would compute their net earnings and report on their
regular income tax form with one exception—that is, if the farmer has
gross income of over $1,800 but did not have a net income of at least
$900, he could report a $900 income. This was designed primarily
in case the farmer has some losses of crops and so forth. That is, he
might have a substantial gross income but little or no net income. He
could report the $200.

This simplified method of reporting, we feel, would eliminate one
of tho barriers to the extension of farm coverage.

Senator Grorak. Docs that take into consideration only the crops
that are actually marketed or sold or the portion of the crop that is
consumed by the one with less than . $900 income?

Mr, Bavw, Only the part that is sold, Senator,

Senator GeoraE. It 1s sales that would have to amount to $1,800
in order for him to take the $900?

Mr. Bars. Yes,

b S_N;at-or Burtuer. How about the man who is on an inventory
asis

Mr. Bavi. This option is not open to him, Senator. 'This is for
the great bulk of farm operators who are on & cash basis,

The whole thought of the proposal was aimed at the small farmer
who didn’t keep books~-to give him an casy method.

Our understanding is that most farm operators who ave on an accrual
basis are the larger farmers and, of course, they would have to keep
books anyway, so it is not really necessary for that group.

Senator BurLer, Does the man who is on an inventory basis pay
at the end of his fiscal year?

Mr. Bauw, Yes, Senator, in connection with his income tax,

Senator Burrner. Would it be added to his tax that he pays to the
Internal Revenue?

Mr. Bawn, Yes. ,

Senator BurLer. Most of them are on a quarterdy report-tow:- - -
They report their estimated income and pay a tax on that.

Mr. Bavw, This is only in conneetion with the final report.  They
would pick up the figures frem their incoe tax returt and put it on s
sugglomomlry form.

Senator Brrnenr. So this will not further complicate the estimated
m}{orta that they make during the vear?

Mr. Bawn, No, sir.

Senator Byap. 1 would like to ask about a corporation that has an
agricultural operation.
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The corporation would be tho employer. Would tho dircctors or
officers of that corporation who do not direotly work on the farm
come under it?

Mr. Barn, No, Senator, the officers of a corporation are defined as
employeos in the aet, not as solf-omployed persons,

. Senator Byro. In other words, they wouldn’t have to work on the
faym itself, They would’ be in a managerial capacity, 1 suppose,
oven though they nover saw the farm.

.Mr BaLu. They are employeces by statuto,

(The chart entitled “Farm Workers,” follows:)
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Mr. Curisteavu. This next chart shows the proposed extension of
coverage to additional farmworkers.

As Iindicated & moment ago, there are now 700,000 covered under
OASI and it is proposed to cover another 2.6 million, making a total of
3.3 million farmworkers to be covered.

Ono of the reasons that there are such a fow covered now is that it
was originally intended to cover only the regularly employed farm.
workers, As a result of that, a rather complicated test for farm
coverago was doveloped. I would like to point out in brief what that
test is.

Before a farmworker can be covered now under the present provi-
sions of the law ho has to be continuously employed for one full
calendar quarter before coverage starts. _

That is often referred to as a tﬂn‘mlifying quaster. If he were hired
the first of the year, he would work on through March, and that would
be his qualifying quarter. Then the next quarter he would be covered
it he does full-time work for that employer on at least 60 days and is
paid at least $50 in cash wages. That would be the second quarter.
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Then the third quarter, he would be covered if he is paid at least $50
in cash wages, but he would ose his coverage the next quarter and
would have to start all over agein if, during that third quarter, ho
didn't do full-time work on at least 60 days,

As I indicated, that was designed primarily to include only the
regularly employed farmworkers and, in general, it covers only a
worker who worked at least 5 or 6 months for the same employer. I
think the members of the commiittee will recognize that there has
been o great change in the farm labor supply, expecially in the North-
west, where you no longer have as many continuous year-around
furmliands as they used to have.  And as a vesult of that 1t is tougher
and tougher for the farmers to get workers.

The administrative proposal would substitute a simple coverago
test for the present test; the only requirement for coverage under
the new proposal would be that the worker be paid at least $50 in
cash wages by an employer in a calendar quarter,  So any farmworker
would be covered if in any ealendar quarter he is paid at least $50 in
cash wages by an employer.

Senator GEORQE. {'ou have no qualifying quarter?

Mr. Cuwrisraav. That is vight.

Semator Grorak. Perhaps it is covered elsewhere in the bill, but
how do you classify naval-stores workers, such as in turpentine?
They ave specitically excluded from coverage under the present law.
This is the man who works his own j.ne trees and gathers gum.
Ho is regarded technically, under the law, as a farmer.

Mr. Bare, That specinl provision is eliminated, Senator George,
in H. R. 93686. They are treated as all other farmworkers are treated.

Senator Gronce, Is the naval-stores worker a farmworker, the
man who does the manual labor?  Ho is the most elusive farmer on
this earth, because ho works half a day and quits, He travels around
when he pleases and comes back when he wants to,

Mr. Barn, Under the bill he would be a farmworker, but he
wouldn’t be covered unless, under the bill, he met a test of $200 in
cash wages from the same mn‘;‘)loyor that year.

Senator G eorae. They make that much.

Mr. Bavn. It has to be from the same employer.

Scnator Georoe. But he would be regarded as a farm employce?

Mr. Baus. Yes, sir.  1f he met the common-law test of employce.

Senator Gronrag. That is correct under the bill?

Mr. Bann, Yes.

Senator Byrp. Let me ask this question. Take a migrant worker,
an alien resident, who comes in the country and works on the farm
harvesting. Do they come under the bill?

Secretary Hossy. Yes, sir; if ho meets the wage requirement.

Scnator Byrp. I understood the Mexicans do not come under it.

Mr, Bavn, If you are referring, Senator Byrd, to the Mexican
contract workers, they ave specifically excluded,

Scnator Byap. Up in our country we get a lot of people from the
Bahama Islands to pick x:f)%les.

Mr. Bawr, They would be covered if they moeet the $200 a year
cash wage test.

Senator Byrp. But if I get those samo people from Mexico, they
are not covered?

Mr. Barr, That is a specific exclusion under that contract.
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Senator Byrp. But Puerto Ricans are covered?

Mr. Bawr. Yes.

Senator Gronrae. The Mexicans can come in for 6 weeks and the
pericd under the agreement can be extended so they get 8 weeks’
work on the farm. Would they be covered where they are rogular
farm employees?

. Mr. Bans., All Mexican farm workers who are brought into this
country under those agreemonts between our Government and
exico are excluded from old-age and survivors insurance coverage.

Senator Byrp, But that is the only class of foreign labor that is
excluded?

Mr. Barr. Yes.

Mr. Crrisroav. Mr., Chairman, I might point out the difference
between the House bill and this pro .

Senator Byrd referred to the provision in the House bill requiring
the worker, instead of being paid $50 in cash by an employer in'a
quuit.er, to be put on an annual basis and be paid $200 & year by an
employer. .

he House committee had in mind when they developed that pro-
| to eliminate what is called the da{-haul worker, where they are
uled out in the morning and hauled back at night.

It is often made up of teen-age workers who pick strawberries and
cherries and do that sort of thing. They are concerned about requir-
ing an employer to report a substantial number of small groups who
work onl{ seasonally, and in an attempt to eliminate them, they in.
creased the earninga requirement from $50 a quarter to $200 a year.
In moet cases, the $50-a-quarter test would eliminate most of those
teen-agers and other short-time workers.

As you will note, the $50-a-quarter test would cover about 2.6 mil-
lion additional farm workers; the House lprovumm .would reduce that
cov and make it about 1.3 million less. So it substantially re-
duces the pro 0OVerage. .

Senator Byap. If & teen-age worker does make $50 in & quarter, that
teen-age worker would come under it; is that correct.

Secrotariﬂonnr. Yes,
Senator Byrp. A good many of them do much better than that.
Secretary Hosby. Yes, .
Senator Gxoran. As o,ln(:fgd by the House bill, he wouldn’t come
under it unless he madéa $200 in a year? :
Secretary Hossy. That is right. E .
Sena ﬂstgr YRD. A teen-age worker has to make $200 in a yoar; is
tA

" Secretary Hospy. Under the House bill, Senator Byrd. ‘
Mr. Caristeau. The House bill eliminates from oovenq:s‘a group
that ?:ny people are  desirous of seeing covered, and that 18 the
.worker, o L . . .

) ﬂeferym about 300,000 of those who move from one cmployer to
snother in accordance with the seu?:? By adpgetmg the House pro-
under which a farm worker would have to be paid cash wages of
or more & year by an employer in order to pe covered, you would
emdw many of those migratory workers whom we hope can be

oovered, i/ .7 o . P g IR

R TETC R DURL R . Ty,
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Senator GEORGE. It is very unfair to the worker who works a full
quarter or maybe 2 quarters and yet he doesn’t get $200 for that
work, and he is not covered. He gets no credit; does he?

Secretary Hosny. Not only that, Senator, but those are the people
who wind up on old-age assistance. .

Senator GEorGE. Yes, that is true,

That is rather unfair to the worker. Of course, it is helpful to the
n‘\lan \\'Ho employs them, because it is so difficult to keep records on
them all, :

Senator BurLer. What opportunity of fraud is there among the
migratory workers?

ne fellow's name is Jones when he works for one man, and his name
is Smith or Jackson when he works for the next fellow.

Is it possible for him to collect old-age insurance as many times as
he changes his name?

Secretary Hosny. It is by the numbers. He has a number.

Senator Burner. Well, he gets a different number cach time he
changes his name.

Mr. BanrL. When the time came to apply for benefits, Senator, he
would be required to have various kinds of proof,

Ordinarily, he would have to prove his age, for examgle. He would
also have a very much reduced wage record. He probably wouldn’t
be eligible if he went through the ¥roceas you suggested.

Then we would send the check, of course, to a8 mailing address that
hé would give us. ‘

Senator BuTLER, I think there are a lot of people employed now
who have many different addresses and a good many different names.

Mr. BavLL. Yes; but for a person to be successful in an attempt to
draw retirement benefits on more than one wage record would require
very careful long-range planning and a great deal of luck. I would
think success would be quite unlikely.

Persons who apply for more than one social security number are
usually detected when their account number application is screened in

- our national index, which now has about 145 million names. Names
that are similar in sound are brought together and investigated at the
time the number is issued. The spelling doesn’t make any difference
since we use a phonetic index system.

Then in addition if the individual did receive more than one account
number he would have to work enough under each ono so that he would
have insured status under each when he reaches age 65.. The amount
of benefits under each account, of course, would be reduced by any
periods during which earnings were charged to another accuont so
that in the situation you described the attempt would be to secure
multiple benefits at the minimum or near minimum amount of $26
or $30 as against & much higher amount from a single legitimate wage

record.

When the individual filed his applications for benefits he would
have to put on each one the var identifying information given
many yoars ago on the various applications for social-security numbers,
If there were any discrepancics in this information, they would be
investigated. Heo would have to furnish proofs of the various dates of
birth he alleges. If there were any long lapses in the wage rocords,
the field offico would make inquiries about them.,
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Assuming the individual’s claims were allowed, he would still vun
the risk of detection even if checks were delivered to ditferent ad-
dresses. We have periodie spot cheeks on heneliciaries on a sumple
basis.  These spot chiecks also are made through personal interviews
and contact is made at the address to which the checks are deliverad.
The individual would run the risk of detection at this as well as at the
other points T have mentionad and would of course be subject to severe
penaltics for fraud if he were detected.  Dwonl? think that the chanees
of a migratory werker or of anyone clse suceessfully obtaining multiple
retirentent benelits would be very small.  The fact that the benelits
are based on a lifetine wage recond makes it very dittienlt to perpetrate
such a fiaud.

Mr. Cumistaav, The next group that we will come to are State
and local government emplovees,

(The chart entitled “State and Local Govermment Employees,”
follows:)
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Mr. Curistasv, As I indicated a while ago, the total number of
State and local government employees is 4.2 miillion. Coverage
under old-age amf survivors insurance is now available to approxi-
mately a million State and local employees, In addition ta about
270,000 who under Federal law have the privilege of coming under but
the States and localities have not yet brought them in.  There are
about 830,000 State and local government employees row covered by
OASI, The cross-hatching represents workers who are covered under
a State and local retirement system and under OASI.  That results
from the fact that in some instances, they adopted a new supplemen-
tary State retirement system since they were covered by QAST,

-

-
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I think in your State, Senator Byrd, they abolished their State
retirement system and came in under old-age and survivors insurance,
and then reenacted a State supplementary system.

It is a rather cumbersome method of getting what they desired to
ret.

# Senator Byrp. But that didn't apply to the schoolteachers, did it?
The schoolteachers still koer their same systent, isn’t that correct?
Mr. Chuistaav. I believe thie teachers were brought under old-age

amg survivors insurance aml also under the State supplementary

system,

There are approximately 3.2 million who do not have the OASI
coverago and who will be brought in under the proposal.

One of the inadequacies of the State retirement systems is the lack
of survivorship protection. Only a limited number, about 350,000 in
State and local government. retirement systems, have survivorship
protection. By coming under OASI, which is the proposal, thoy gain
that protection,

As we previously indicated before anyone covered by a State or
local retirement system could come in under the old-age and survivors
insurance program, there would have to be a referendum in which
a majority of the cligible retirement system members, would have to
participate and two-thirds of those voting would have to vote for
coming in under the system.

Scnator Georar. That covers the policemen?

Mr. Curistaav. No, 1 overlooked sayving that there are about
200,000 policemen and firemen who would not be eligiblo for old-age
and survivors insurance coverage under our recommendations nor
under the House bill, :

The Cuairman. How about schoolteachers?

Mr. Barn. They would be eligible, both under H. R. 8366 and tho

pro .

Senator MArTIN. Mr. Chairman, may I ask a question? Is it
possible for teachers in any State to retain their State retirement funds
and go into this also?

Mr. Cunisteau. Yes,

Secretary Hospy. It corresponds to the OASI base in the private
industry pension plans,

Scnator MaRrTIN. They would have to do that, by a two-thirds
mag‘(\)rity, and a majority taking part in the referendum?

cretary Hossy. Yes,

Mr. Curisraav. The next chart, nonfarm self-employed, shows that
most of those aro already covered.

(The chart entitled “Nonfarm—=Self-Employed,” follows:)

495358—84—ue10
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Mr. Curisraav. There are a total of 5.5 million nonfarm scli-
employed people.  Five million are already covered under the present
provisions of the law, and it i3 proposed to include another half
nillion, including physicians, Iawyers, dentists, osteopaths, account-
ants, architects, and tuncral directors.

The provisions of the Houso bill differ from the recommendatior
only with respect to self-employed physicians and self-employed
ministers (including Christian Science practitioncrs). The recom-
mendation was for the coverage of physicians. Tho House bill would
not cover self-employed physicians but would cover self-employed
ministers, including Christian Scier.ce practitioners.

As you recall, a sel{-em’)!o,\'od erson is an individual who has at
lease $400 in net ecarnings from self-employment in a year.

/ "(Tho)chart entitled “Domestic Workers, Envelope Tax Return”
ollows:
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Mr. Cunistarv. I indicated a while ago that the proposal also
calls for increasing the number of domestics who are covomro At the
present time, domestics are covered if they meet a test, similar to the
vresent coverage test for farmworkers, though not as complicated as
that test.

Under the present provisions, a domestic has to work for 1 cm-
ployer on at least 24 days in & calendar quarter and be paid at least
350 in cash wages in that quarter by the employer.  The proposal is
to climinate the day test and make the coverage the same as recom-
mended for farmworkers, $50 in cash wages by an employer in a
quarter. . :

One of the problems, as I know the members of the committee will
recall, when il was {irst proposed to cover domestics, was the problem
of reporting. It was thought that housewives would find (luarlorly
reporting extremely difficult.  Asaresult, thereisa simplified method
of reporting which has turned out to be very successful.

The CratrMan. What has been the experience as far as reporting
is concerncd by employers of domestics? .

Mr. Cuinistoav. It has been very favorable. Both the Bureau of
Internal Revenue and tho Bureau of Old Age and Survivors Insuranve
are quite pleased with the results. T think the members of the com.
mittco probably have the envelope reporting form beforo them. You
will note it is a self-addressed envelope sent out quarterly to the
housewife and all she needs to do is to wrile in the name and social
security number of her worker and the amount of cash wages the
worker was paid during tho quarter, and compute the amount of
social security which is 2 percent for the worker and 2 percent for
the employer. On £65, it would make a total of $2.60. She can then
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slip the check into the envelope and mail it. This simplified envelope |
tax return has nroven to bo a very successful and satis actory method
of reporting for employees of domestie workers.

As & result of elimjnating the day test, a proximately 200,000 moroe
domestics vould be cover. 1 by old-age ahd survivors' insurance.

(A chart entitled “Years of Towest Earnings Dropped,” follows:)
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Mr. Curisrasav, We are now ready to discuss recommendation
No. 2, dropping the years of lowest carnings in computing benefits
and modifying the insured status requirement.

The members of the committee will recall that benefits are based
upon the s\'oraio monthly earnings of a worker. TIn this particular
case, wo will take tho illustration of a farmer who is newly covered
by this proposal. His coverage would start January, 1, 1955. In

eneral, under present law, all the period subsequent 10 1050 is used
in computing an individual’s average monthly cantings, except for
those workers who find it an advantage to go back to 1036,

Wao will take tho farmer who, on the average, cams between $200
and 3300 a month.. Since benefits, in general, are computed on
average earnings after 1950, 'his coverage, starting in 1055, leaves 4
zom mn which ho has no covered eamings. Tho provision that tho
Secretaty referred to as a dropout would allow him to drop out those
4 years with no_covered camings. Then hoe could also drop out 1
additiona) ycar, if he had 20 quarters of coverage, and that will be &
year of low or no income. oL ) ‘

With that dropout provision which avoids the necessity of a new
start, his average monthly camungs up to 1967 would be $276, as
against $209 without it.” o
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The CualrMan, 1 am not quite sure that-1 followed you. 1t is
my fault, because 1 was thinking about something else. ~ 1 will ask
you, if you will, please, to give us the gist of what yvou have talked
about up to this time. . .

Mr. Curistoav. You will recall that the Lenefits are based upon
the average mouthly carnings in covered employment, and that this
average may bo computed over the period starting with 1851, In
this particular case, the farmer.retired in-1807. .

In order to deternine whiat his benelits were at the time of retire-
ment, we would figure -his twera;io monthly carnis ‘ttu‘nnf that
whole period. Wbhat we want to lustrate hero is how ho is hielped
by the dropout p gosul. T ™

The Cuainuan. What is the dropout propgsal? .
 Mr, Cmuazmu. The dropout is 8 proposed mothod for removit

the adverse éffect on gverage monthly wage for parsons who, woul
be brought ainder the program,) by- the.bill in 1953.. The farmer in
our illustration would have-ng-covered darnings from 1951 to'1955.

If those m¢uths were included, ﬁ tha.computation, it would lowar his

N

N
A
U

average tg $209. But by drbpping out those 4 years of no covered

carnings, his average monthly darnings. dre $376. ../ i

The Cu mnwf“‘@hat s.ontirely. avetage? i

Mr, Cugisraau. Yes,  \\ (S i
The Cuarman. I8 the (lro\)opt advantagegus? - i
Mr. Curisroau. Aw you know, hix monthly carnings are noﬁ the

base on whigh bonefits, are computéd. -~ 2
The CratdgaN, So there is no im“ﬂu-r(-?\l 7 /

_Mr, Curisngav. No, Now, the other illubtration would be the
one of the worker who is covered at the present-time, undpf the law,
and who was in éo\mrago in 1951, - We will take for our/illustration
8 construction worker who, during his’ working peridd, generally
carned between $200 wad 8300 s month.  But in tHo later years of
his life, he couldn’t work-full time, and his ings were reduced,
He could drop out 5 ycars of 16w carnings. ~ Then hus earnings would
be computed with that 5-year dropout. - . o

It would benefit him to this extent: Without the dropout, his
ave monthly. esrnings would be $226, but with the dropout, it

-would be $263. So this proposal brings the ave monthly carnings
u?on which benefits are finally basad in much closer relationship to
what his earnirigs really wore during his working lifetime.

The Cuainuan. Offhand, that seems to me to be very fair.

" Senator CanLsoN. Would it be fair to state that it is & sort of bonus
that is s’ven for a 4?&: g]ariod during that working period?

.. Mr. Curisraau. It really corrects what otherwiso would be an
inoquity. If we could go back and reconstruct his earnings and bass
his earnings on that blank period, it would not be necessary.

Senator Georar. That would be applicable only to the case where
they are now brought under coverage?

Mr. Curisraav. That is not quite right. B

Senator Grorar. And had not previously been eligiblo for coverage?

Mr. Curisreav. It can’bé used, Scnator, also for those who hava

been covered in the past. ’

Senator Grorak. You eliminate the new start in this bill, but those

- who came under that would quelify for that benefit?
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Mr. Bawr. It is just that there is no second new start.

Senator Grorak. They don'’t lose what they have already gained?

Mr. BaiL. No; tha new start given in 1950 is retained in all
respects. This takes the place of having to give a second new start.

Senator Georak. You bring in newly covered people?

Mr. BaLr, Yes,

Scnator LoNa. Is any allowance now made for the fact that you
have had a lot of inflation since the beginning of the program? Do

- you attempt to offset that somechow, or is that just in the increased
nefita that were allowed in the last Congress?

Mr. Barn, This would have some relation to that, Senator. By
allowing an individual to drop his 5 years of lowest carnings, those
might be the lower wages of an carlier period, This will have particular
meaning as wages increase in the future.  Yes; it docs have a relation-
shié)eto inflation.

nator Loxa. He can drop § years. Then if he found that the
years 1930 to 1944 were his lowest earning years, he could drop those
ou:. a}nd average the subsequent years for his own benefit; is that
right

Secretary Honuvy, That is right.

Mr. Curistaav. 1 failed to point out that the years of lower carn-
ings need not be consecutive.  You can pick them out in any lapse of
time.

Senator LoNa. The point I had in mind is that if & man were making
$150 back in 1939, that would be the same as about 8300 today. The
best you can do for him is just to let him ignore that and hope that he is
making $300 now, and average it out on the basis of what he is making
today. That would be what you would have to do for that person.

Mr. BaLL, Yes. For the majority of people from here on, they will
be able to figure their benefits from 1951, It is going to be a relatively
rare case that you have to go back to 1937, in any event. The new
sst:rt. was put in in 1950, on the basis of the reasoning that you suggest,

nator,

The CuairmaN. Senator Carlson, do you have a question?

Senator CArLSON. Senator Long brought out the peint I had in
mind.. A man with an average earning record from 1951 to 1967 is
also given the benefit of this 4-year dropout period.

Secretary HoBpy. Yes,

Mr. Caristaav. The Secretary will now continue on paqe 33.

Secrotary Honsy. Mr. Chairman, in addition to incomplete cover-

e, you will recall that I referred to certain inadequacies and inequi-
ties 1n the benefit structure of the old-age and survivors insurance
system. - I will now discuss the next two proposals contained in H. R.
9368 which are designed to remedy these shortcomings.

The third recommendation listed on the large chart is:

8. RAISE EARNINGS BASE TO $4,200
The maintenance of a relationship between the individual’s earnings

and the benefits hie receives is a cornerstone of the QASI system.
Howoever, only the first $3,600 of & worker’s annual darnings are taken
into account for contribution and benefit purposes.

Earnings levels have continued (o rise since 1950, when the $3,600

base was established. As a result, more and more workers have only
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part of their earnings credited. The benefits they now receive upon
retirement or that their dependents receive in the case of death
represent a smaller proportion of the actual earnings loss than was
contemplated at the time the wage base was set at $3,600.

Moreover, as the earnings of more workers oxceed the maximum
fixed in the law, differences in their carnings no longer result in dif-.
forences in their benefit amounts. A substantinl proportion of bene-
ficiaries thus tend to get about the same benefit---not becauso their
earnings have been the same, but hecause their earnings have exceeded
the maximum that can be counted under the system. A rise in the
carnings base is, therefore, essential to the effective maintenanee of
the principle that benefits should reflect differences in individual
earnings.

Another nspeet of the present low wage base is that, as earnings
rise, & steudily diminishing proportion of the Nation's covered payrolls
is available for financing social security. That is, the proportion of
covered payrolls which was contemplated as the tax base for the
support of the old-age and survivors insurance system is presently not
serving this purpose.

For these reasons, the administration recommends, and 1. R, 9366
provides, that the maximum for annual earnings creditable under
OASI be raised from $3,600 to $4,200.

J. INCREARE HENEFIT LEVELS

In addition to amending the law so that benefits would more ade-
qualely reflect the increased earnings of workers under the system,
we believe that benefits generally ought to be larger.

It should be noted that old-age and survivors insurance benefit
lovels were originally fixed in the mid-1030's, during o depression
economy. Benefit increases cnacted by Congress since then have
done little more than keep pace with the inflationary trend which our
Nation has herctofore experienced. In my olpinion a readjustment
in henefits to take into account the improve standard of the basic
clements of living for the Amzrican worker is necessary.

A further consideration in fixing benefit levels is that low old-age
and survivors insurance benefits result in a8 need for substantial
supplementation through public assistance payments.

Of course, OASI is not intended to serve as a substitute for private
savings. Rather, it should serve as a base upon which the individual
will be encouraged to build, through savings and private insurance,
toward fgmawr retirement and survivorship security.

The fact is that today OASI docs not provide an adequate base.
Thousands of old-age and survivors insurance beneficiaries receive
the minimum benefit of $25 a month. The maxirrum benefit for an
individual is $85 a month. These benefits are too low, under today's
conditions, for old-age and survivors insurance to fulfill its ‘)urposo of
providing Dasio retirement and survivorship protection and reducing
the need for public assistance to the lowest possible level,

Senator Long. In my State, the theory works the other way
around. You advocate that these benefits should be (he beginning
upon which 8 good retirement system should be built for the indi-
vidual. In louisiana, around 75 percent of those over 65 are in
need of old-age assistance, and the State has made a great effort to
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provide what is noeded. The system in Louisiana is to find that o
person i8 roceiving a $10 social security check or a $15 check, and to
procced to subtract that from his old-age assistance check which
would otherwise be around $56. As fast as we increaso these old-ago
and survivors insurance benefits, that is immediately deducted from
the old-age assistance payment, with tho result that there is no
increase at all, as far as that pemson is concerned. The payments
tl):lt;.lw has made to get old-age and survivors insurance net him
nothing. -

1 would say that is the case in tho majority of thoso people.

Secretary Hopny, As vou know, the 48 States have 48 different
dystems, Some States aro mceting 85 pereent of the need or 40
percent of the need or 100 percent, 1 think you have got 70 or 76
percent in your State of the aged population past 65 on old-age
assiatance payments, as I rocall.

Fodorally, as you know, and properly so, we ean’t control that,

Senator l.ong. Here is the problem we have. Our State will
match you in taking care of these migrant workers and farin workers
and theso various people in low-incomeo brackets.  But if tho system
remains the same-—and 1 see no chango in this respoct-—that person
is not going to net anything for what he pays for social sccurity,
bocause his chock would be less than the $55 of Stato assistance, and
the result would be that whatever he gets would bo deducted from
his old-age assistance, .

Secretary Hounsy. Mr. Ball, would you comment on it?

Senator Lona. They call it the old-age pension in my State.

Mr. Barr. It is our hope and expectation that with the extension
of coverage to farm people, in the future individuals will not have to
apply for the old-age assistance at all, but with adequate old-age and
survivors’ insurance benefits, and vovering the farm people in your
State, very fow pcople would have to come on the old-sfo assistance
rolls in the first place. 1t is true that for those who are already there
already receiving old-age assistance and also gotting old-age and
survivors' insurance benefits, if you increase old-age and survivors’
insurance, under the needs test approach, their old-age assistance
amount would be reduced,

- Senator LoNa. The problem we have is that unless you can increase

our minimum above $58, the old-age assistance program will always

ave greater assistanco to those individuals and anything less than
855 would have to be deducted from what thoy would receive under
old-age assistance,

Mr. Barn. Under the formula, an individual who averages $100 a
month over his working time would get 855 from OASI. At present
wage rates and oxpected wage rates, T would guess there would be
few peopls, when they have an opportunlty to drop out their 5 lowest
years and also have an opportunity under these proposals not to have
countod against them any periods of total disability, and with wage
rates what they are—certainly, the great majority of people would
have benefits at 833 and above.

" They would have to have very low earnings, below $100 & month,
to hiave benefits below $55. That is even under the present law.

Secretary Homsy. Senator, I don’t know whether you were here
when we discussed the farm counties and the nonfarm counties.

!

14
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z’tour State and mine are vory much aliko, both being agricultural
S ates.

Some of the things you mention are truo.  Some of the proposals
in here are attempts to correct this. ‘I'his is not going to be corrected
overnight, oven if we are able to cover more agricultural workers,
but eventually, it will meet much of the problemn i your State,

You have a great many people in your State on old-age assistance
simply because they have not had an opportunity for OASIL.  Then
there is somo supplementation, too, as you know.

Senntor Loxa. 1 had some part in the State plan that was adopted
in Louisiana in 1948 before 1 came to the Senate. At that time, the
administration there would have liked very much to just eiiminate
the needs test and provided the $50 pension across the board, if the
Federal Government would have matehed on it, or if it could have
been done without losing the Federal matching, the State would have
been interested in doing that.  But it was absolutely required that
the needs test be adhered to because otherwise we couldn’t get Fed-
eral matehing.

I wonder what would be the attitude of the ageney that you repre-
sent if wo were to suppose that s State could, in determining need,
ignore these social security payments. If a person is getting $10 or
$15, simply to receive their old-age assistance without reference to
the income under social security?

Secretary Honnv. Senator, 1 believe that you would bo defeating
the purpose of old-age and survivors insurance if you were to do that,

Senator LoNa. What is your minimum under this bill for old-age
and survivors insurance?

Scerctary Honny. The minimum is $30.  There is a chart coming
a little later which brings out the scale. H you were to do what
you propose, you would defeat the purpose of the program.

Senator Lona. In Louisiana, 70 percent of those over 65 are on
old-age assistance. I believe you will find that out of those drawing
socinl security benefits, probably 85 percent of those are also drawi
old-age assistance. Their socirl sccurity benefits are being deducte
from their old-age assistance, with the result that they have netted
nothing for what thoy paid into the social sccurity fund. They are
no botter off.  That would be the same, as far as 80 to 90 percent of
these people who would receive this money. I predict in Louisiana
there would bo more who receive $30 than these who receive more than
that. The result is that those people would reecive no more than they
would receive under the State welfare program anyway.

What 1 would like to see is that they weuld benefit from making
these paymenta.

Mr. Bany. Senator, if I could comment on that minimum provision,
for people who are under this system in the future, it is our belief
that very few would have to get the minimum benefit, that their
averago carnings would be high enough.

You see, it only has to be $100 a month average carnings to give
them $55. Then there are these two other protections. To arrive
at the $100, you aro allowed to drop out 5 years of your lowest earnings,
80 & period of unemployment or sickness would not count against you.
Then there is 8 provision that if you are totally disabled for a period,
that would not count against you. With those 2 provisions, most
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workers would average $100 or more and would get benefits of $35
or above. So, looking into the future, in Louisiana, few people would
need to have the old-age assistance supplementation. ‘They would
be getting OASI of $35 or more.

t is true, for those who are already on old-age assistance, that an
increase in OASI does what you say. It generally reduces their
assistance by the same amount their OASI is increased. But to
take your proposal and say we should not do that, but et us allow
the assistance é)er(?gmm to ignore the old-age and survivors insurance
would, as the Secrotary suggested, defeat the ultimato goal of having
the insurance program take the pfm‘o of assistance. Instead of that,
you would always have assistance as a supplement in all cases.

Senator Lona. If we ever get to the point where the benefits are
completely adequate under the OASI, you wouldn’t need to provide
old-age assistance to those people.

Secretary Honny, If you get cnough people covered, and get the
thm(g on & realistic basis, some of these problems will disappear.

Mr. RockrreLuer. If T might make one comment, Scnator, it
seems to me that the heart of the problem that is of such concern to
you is that the basis for need is so low in the Stato that that is why,
when the QASI payment goes up, it is deducted from your public
assistance payment instead of public assistance payment being added
toit. That is a determination which is in the hands of the State, not
.the Federal Government.

You set, in your State, what necds test shall be aprlie(l. If you
change your needs test by State action, yvou can then add this instead
of subtracting it. So it would be a matter of State action and not
Federal action, ‘

Mr. Bawn. Of course, tlicy are required, Mr. Rockefeller, to take
into account all kinds of income. -

Mr. RockererLLer. But in adding those up, <be total is so low that
the effect is to deduct rather than to add, but they could change the
base of that total and then have the effect he wants.

Senator Lona. If you are going to put your nceds tost at $100 or
$160, it would bankrupt the State to try to keep the program going.
If you advance it for those people, you see, you would have to advance
it for everyone else by a similar amount, even though they didn’t
receive the social security check.

Senator BenNETT. Mr. Chairman, I was just going to make the
observation that the Senator from Louisiana is reflocting an attitude
which assumes that money for nothing is to be preferred over money
toward which you have contributed. .

If we go on the theory that money for nothing is more desirable than
money toward which you have contributed, then we might as well
throw the whole social security system out and go on a straight
“pennies from heaven’ basis, and that would make it impossible to
supply even the $55.

ator Lona. Will Senator Bennett permit me to point this out
that I had nothing to do with those people being poor. We foun
them that way, and |iroceeded to do somethm§ about it.

-Senator BexNETT. I 88y you resort an attitudé on the part of your
people that apparently they would prefer to fep the $55 with no con-
triputt.iofn; on tgo theory that that is a more desirable thing from their
point of view:, N
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Senator Loxa. In Louisiana, we had 100,000 people who were in
need of some sort of assistunee, and we met that pmbﬁsm. I just wish
you could have seen the difference in the way those people were living
before and after we met it. We are talking about insuring people for
the future here. 1 want to work out the hest program that we can.

I like the insurance test, rroviding it is going to work, but as far as
simply providing some benefit that is illusory, I'might as well recognize
that 1o begin with. If they are going to gel an increase, fine, but 1
would like to vote for it knowing it will be an increase, not knowing
that it will ke deducted from what they would have received otherwise.

Senntor Bennrrr, Looking at it from another point of view, the
extent to which they get income through the OASI, to which they have
contributed, may not increase their total benefit, but certainly de-
creases the burden of the State and the Federat Government to
squl_v them,

ou go back to the question of whether the individual should carry
some responsibility for his own care or whether he becomes a ward of
the State in the process, 1 am glad we are working the thing out so
that the burden on the State will be lessened and the share of the
individuals’ contributions would be inereased.

Seeretary Hosny. The present formula provides that benefits equal
55 percent of the first $100 of the worker’s average monthly wage, and
15 pereent of the remainder up to $300. The formula contained in
H. R. 0366 would provide for a benefit equal to 55 pereent of the first
$110 of the worker's average monthly wage and 20 pereent of the
remainder up to $350, The minimum benefit would be increased from
$25 to $30. Corresponding increases ranging from $5 to $13.50
would be &rovidod for workers now retired, with comparable increases
for other beneficiary categories.

H. R. 9366 also amends certain provisions of the law affecting
minimum and maximum family benefits. These amendments go
somewhat beyond the provisions originally in the recommendations of
the President. They provide that the minimum monthly benefit
K&yable to any survivor, where only one beneficiary is entitled, would

o raiscd to $30; that the maximum benefit payable to a family would
be raised from $168.75 (o $200—instead of $190—and that where
family benefits must be reduced to bring them to 80 percent of the
worker's average monthly wage, the reduction could not bring family
benefits below the larger of $50 or 1% times the worker's primary
insurance amount.

Senator Lona. This point on this minimum applies to those who
are presently drawing these social-sccurity benefits. The minimum
now will be incre from $25 to $30. That faces the situation we
have in Louisiana. You would intend that a person drawing $26
should now draw $30. In Louisiana the average person drawing $25
is going to draw $5 more and the next day the State welfare depart-
ment is going to deduct that from the $30 welfare check he is drawing.
So, his increase is zero, while, on the other hand, you woutd intend
that & person who 18 (fmwmg this social security elsowhere should
have the $5 increase.

Mr. RockererLeR. The State could change its rule on that because
the State will save that $5 and they will have a lot more money in the
Treasury. They could change the rules on the strength of this in-
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creased money coming from the Federal source and not increase their
budget but apply that money across the board,

Senator LoNa. By providing an additional $5 for everyone in the
State who is drawing 1t.

Mr. RocxereiLeRr, They could spread it across the board. They
could take the total of $5 and divido it across the board. It might not
be $5, but it would give everybody a little increase and it wouldn’t
cost the Stato any more.

Scnator Lona. Your agency will match us up to $55 based on exist-
ing law. If the State wants to advance it beyond $55 we don’t receive
any matching on that.

r. RockEFELLER, I presume you are not going much bheyond that
anyhow, because you are talking about $25 going to $30. 1 don't
know what the State average is in Louisiana. Do you know?

Sneator LoNa. It runsaround $47 or $48.

Mr. RockereLLER. So, you haven't come up to $55.

Senator l.ona. Thereare more checksat $55 than any other amount.

Secretary Honny. But, you have some low enough to bring the
averago down to $47 or $48.

Senator LoNa. But, looking to the existing situation, most of those
who draw this minimum amount are going to have that deducted from
the old-ago assistance that they need in addition to the social security,

T would hope that we could find some way to increase the actual
amount that the individuals are receiving who are drawing old-age
assistance. The cost of living has advanced since their last increase.
As I recall, we increased their benofits about 85 and that was about 2
years ago, during the Korean war. Since that time, we have had
about a 5 percent increase in the cost of living. I would hope that we
could advance the amount of benefits that those people who are

resently drawing old-ago assistance would be able to receive, As it
18, these social-security increases are simply going to be taken out of
the amount that they will receive under old-age assistance.

Senator Byrp. Does that apply to other States outside of
Louisiana?

Senator Lona. It sure does.

Senator Georog. Oh, yes.

Senator Byrp. How many States does that apply to?

Senator Georer. It applies to a great many States.

Secretary Hospy. It applies, I know, to a great many.

Mr. BaLr. That would be the general rule, that if you increase the
amount of income for an individual who is receiving assistance, if you
increase it from any source—this is just one source—then, his need is
not considered as great, and consequently you get a decrease in the
amount paid under assistance. Of course in States that cannot now
meet need as determined by the State, this automatic decrease in
assistance would not necessarily take place.

Senator Georar. It's level, Senator Long, in any State where they
gez only the old-age and survivors insurance, They get an increase,

ut where you have the combination——

Senator Lona. Here is sorrething that is going to happen with this
bill. In all these industrial States where people are covered by old-
age and survivors insurance and where that is looked upon pri:rarily
a8 the assistance for those who are aged, they are going to heve very
large benefits based on this bill. .

’
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On the other hand, in the States that are agricultural, those indi-
viduals who are drawing the benefits cannot new come under this
bill. In other words, if a man was not in covered employment, he
is not going to benefit by the fact that now you aroe going to cover
these agricultural workers. Ho is beyond his productive years. He
is no longer in a position to gain the benefit of the increased coverage
of social security or the increased benefits, In Louisiana, for many
vears to come, the great majority of those who need assistance will
have to get it under the old-age assistance program,

There is no increase provided for those people and even those who
had social security for (Ke most part are going to find that the benefits
provided in this bill will simply be deducted from their old-age assist-
ance paynients,

Mr. Bavrn. Senator, the extension of coverage would have an im-
portant cffect within a couple of years.

Senator Lona. You are speaking of a person who is 63 who can
insure himself now and come under later?

Mr. Bant. Or over 65 but still \\‘Ol‘killli-

Senator Long. T would like to give this thought to the existin
situation. We have a hundred thousand people in my State who neec
these payments and who also need the old-age assistance payments.
Those people will not share in this increase for the aged that will be
for the most part reflected throughout this Nation. Even those who
are covered will find it deducted from their old-age assistance pay-
ments. The majority of them will. There is no increase for them.

You can talk about everybody paying for his own social sceurity
as long as you want to, but T look upon this thing as an excise tax,
becauso it is ultimately paid by the person who buys the product.
Any employer, when he pays that 2 percent, simply adds that to the
cost of the product. Isn’t that correct? If I am paying 2 percent
social-security tax, I don’t think I have made a profit unless I make
enough money to pay that 2-percent tax and make something over
and above that.

Secretary Hospy. That is true of any operating expense of a
business.

Senator L.ona. That is part of the cost of doing business. A
laboring man thinks largely in terms of his take-home pay. 'The
average laboring man can’t tell you what his gross income is supposed
to bo. He will tell yo1 how much he takes home, but he can’t tolt
yoti \;'hat his gross income is. He is looking at what he takes home
with him.

Again, he is thinking 1. termns of that as being his cost of doing
business just as much as he would think of his carfare or various
expenses of working at that plant. That is in turn passed on and
the agricultural arcas pay for their share of this social-security pro-
gram, oven if those people are not insured. They are helping to pay
the expense of it in one senso at least. Those people are not going to
benefit from this bill.

Socretary Hossy, It is a tragedy that the workers in agricultural
States were not cov. red earlier, Senator Long. The study of the farm
and nonfarm coumies, with regard to the poople who are receiving
old-age assistance as opposed to those receiving OAS], shows a very
distressing figure.
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Not only that, but when the family breadwinner dies in the agri-
cultural States and the mother does not have survivorship protection
for hemself and her children, those children and that mother go on
public assistance. This is one of the great inequities in this system
when we look at the economy of the United States and see that in the
agricultural States not only do the workers not have old-age insurance
protection, but neither do the mothers and the children have the
survivorship protection upon the death of the breadwinner.

Senator Loxna. It is fine, Mrs. Hobby, to speak of these benefits
that are going to accrue to a person who insures himself today and
retires 2 years or § years in the future. But, I would like to look at
the people today who need these old-age benefits, whether it is OASI
items or whether it comes from the old-age assistance program.

If I were representing an industrial State where 75 percent of the
Beog:care covered by social security, I would be delighted with this

ill because I could go home and tell my people that they are going to
receive more benefits next year than they received the year before.

Secretary Hossy. Sir, I think that living in Louisiana as you do,
or in Texas as I do, you could also go home and tell your people you
were delighted with the kind of protection this bill would give.

Senator Lona. What am I going to tell this man who is receiving
a $25 check and he gets $30 and the same day he gets $30 he finds his
old-age assistance check has been cut $57 You can find those already
over Louisiana. - :

Secretary HoBBY. You can tell him to write his State legislator,
not his Senator.

. Senator Lone. It is not quite that simple, Mrs. Hobby. I would
like to point out to you that it is beyond the ability of the State.legis-
lature to do anything about that il it must be provided entirely by
State funds, without any Federal matching, although he is paying his

art for a i"ederal program that benefits everyone throughout the

ation, .- :

The Cuatruan, Will the Senator yield to Senator Carlson?

..Senator CArLsON. Senator, I don’t know about the people of
Louisiana, but I happened to be Governor of the State of Kansas
when we received a $5 Federal increase and I can assure you our mail
wag, terrific from these people who were receiving these benefits until
we gave them a $5 increase, - The social welfare board met and we
had to write up.some new criteria, but we soon got that 35 out to
those people and every one of them got the benefits of it, I think the
people of Louisiana can take care of that, ) )

Senator Long,:I regret to eay -that we have had this experience
before. . The last; time 1. apoke around Louisiana I made about 350

in & campaign and discussed this particular item in the course
of .every speech,.. Every time I mentioned the fact that when your
socigl ity check went up $5 down went your old-age pension check
by. $5, there was slways a whoop in that crowd because somebody
had been hit by that, and that is what is going to happen-in time.

! Senator Frean. Mr. Chairman, of course this is a social-security
catapaign we are on tiow, but may I ask Madam Secretary what $5
increase—I'm sorry I'came in late—-you are proposing to give to what

~ segment.of . the . people? - Is it the old-age benefit or the old-age

assistance? .o
Secretary Hossy. This is old-age and survivors insurance.

! '

/ . .
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Senator FREaAR. Which means covered employees?

Secretary Hossy. That’s right.

Senator FREAR. As I understend it, the only thing Senator Long is
talking about is where the old-age and survivors insurance has to
be supplemented by some type of public assistance, the old-age
assistance. The top level on old-age assistance is designated st a
State level, is it not?

Mr. RockereLLER. That's right.

Senator FREAR, The legislators of the State have to say what the
will give. Then, in order to take advantage of the $5 if those people
are already up to the limit, the $5 you are going to give, if Senator
Long’s Louisiana people receive that above $55, if that is now their
State let\.r?el, the only way they can get it is to increase their State level,
181t no

Secretary Hossy. That’s right.

Senator Long, I think you will be interested in these figures, A
frear ago the average in Louisiana was $51.25. You have a little
eeway to get up to your $55 maximum on the Federal participation.

Senator Long. The Louisiana figures avernﬁgd, on need, come up
to about $85 80 we can permit a man to own his own little farm and
raise a few chickens and still be able to draw that old-age assistance.
We don’t want to discourage them from being productive.

Secretary HosBy. You teke that into account in need, though, in
the payment, don’t you?

Senator Loxneg. I regret to say, Mrs. Hobby, that there are some
absentees who are foing to be heard before this issue is settled. I feel
sure the situation I am discussing in Louisiana applies equally as well
in the State of Florida.

Senator Smathers is not here. I am speaking for him, whether he
knows it or not, and I believe I am also speaking for Senator Kerr,
even though he may not have been apprised of this subject at the
present time.

Senator BENNETT. Mr. Chairman?

The Cuairman. The Senator from Utah.

Senator BENNETT. I think if I were in Senator Long’s place cam-
paigning and facing the problem as a Federal Senator that he has
described, I would be asking very vigorously what the State of
Louisiana was doing with the money it saved because there was addi-
tional OASI money coming in to the State and it was thus avoiding
its contradiction to this old-age assistance program.

Senator Long. That is covered earlier in this statement, Senator
Bennett, by the fact that there are more p\eople over 65 every year
than there were the year before. I think Mrs. Hobby covered that
earlier in this statement. It is a steadily increasing burden and you
will find that that exists in every State in the Nation. .

Senator BENNETT. Then, the State of Louisiana is not aptemp_tn;g
to maintain a per capita support, but is assuming that it is entitl
tAi: put this money in its pocket, because there are more people coming
along.

Se%mtor Lonag. No, as I was trying to point out, if the State of
Louisiana finds its burden reduced in that regard, the same is true of
every other State. The slack is immediately taken up by the fact-
that there are more people who will be 65 living in your State next
year, than thére were the year before. As Secretary Hobby pointed
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out here, the number of people over 65 is going to more than double
because people live longer these days, thanks to advanced medicine,
and that sort of thing. )

Senator BENNETT. Pcople who need welfare assistance don’t need
it automatically at 65. 1 imagine many of those are already on the
State welfare rolls before they come to 65.

Mr. Baru. Senator Long, there is perhaps one other point that
might be of interest to you. The average benefit under old-age and
survivors insurance in your State that is paid to tho retired worker
there is now $44.32. After this bill is passed, that would probabl
increase the average for them by perhaps $6, beeause $5 is the mini-
mum increase, bringing that average up to around $50 for the old-age
and survivors insurance.

As that happens, there will be some people—I don’t know how
large & number—who won’t need to have old-o§e assistance supple-
mentation as they do now. That big degree of supplementation is
partly a reflection of this $44 being as low as it is. To increase that
will, over & g;riod of time, help your problem.

Secretary HosBy. The peoi) e going on the OASI rolls now are at
a much higher benefit level than formerly. The average benefit for
retired workers on the rolls whose benefits were computed on earnings
after 1950 is about $65.

Senator LoNa. There is no recognition, yet, of tho fact that these
areas that have been historically agricultural areas actually do pay
some share of the cost of social security, even on behalf of those who
are not covered under the social-security program.

I am speaking, of course, of the fact that the tax is passed along.
Today it 1s looked upon as'a benefit that accrues to the individual who
is working, paying the tax. . .

Secretary HosBy. Senator, I don’t know how you could do it in
this law, since it is 8 contributory system on the employee and the
employer. You would certainly have to amend he law and perhaps
destroy the fundamental purpose of it if you were to regard it in a
sense as an excise tax.

Senator Long. I am sure you have given some thought to the
chamber of commerce proposal, of course, that you should have a
basic old age benefit for every person, regardless of need.

Secretary HosBy. Yes, we studied it.

Senator Long. That would, of course, apply to all of those who are
presently drawing old-age assistance or any type of benefits, or not
drawing any benefit. )

Secretary HoBBy. Yes, we gave a great deal of study to the chamber
of commerce plan.

Mr. RookereLLER. Mrs. Hobby, I think the Senator can point out
that while this inequity has existed in the past, that you can reassure
everybody under 56 in the rural areas now that they will have a chance
to come in under the system and, therefore, they can look forward to
a retirement with old-age and survivors insurance benefits as in the
industrial areas,

Senator Long. You will find the person especially interested is the
man living on that old-age check.

Senator FREAR. Of course, there is no difference in this law, as I
understand it, with the old-age assistance pro(giram, other than it would
be benefited as a supplement. In other words, the old-age assistance

4
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program now applics to anybody, regardless of whether they are in
rural areas or what.

Mr. RockgrenLkr. That is right.

Senator LoNe. Can you tell me how much the average social-
security check for old-age and survivors insurance will be increased
when this bill goes into effect?

Mr. Barn, Yes, it will bo about $6 for the worker, himself.

b S_m‘}nmr Loxa. About $6 for the average worker on a nationwide
asis

Mr. Bann. Yes. In Louisiana is would make the two payments
about the same. Your average for old-age assistance is now some-
what over $50. This increase in old-age and survivors insurance
would bring it up to about $50. Now, you are actually paying some-
what more in assistance than the insurance program.

Senator Lo~na. Can you tell me how many persons there are in the
State of Louisiana covered by this old-age and survivors insurance?

Mr. Barnu., Covered or reeeiving benefits?

Senator LoNa. Receiving benefits, yes.

Mr. BaLn., It may take me just a moment to find it, Senator.

Senator Long. Mr. Chairman, I hope the Chair will pardon me

oing into this subject but I believe you will find that the situation in
wouisiana is reflected in many other States; particularly in Southern
States. I know that would be the situation in Florida and I am sure
there is a parallel situation in the State of Oklahoma.

Senator GrorgEe. That is a general rule, Senator. That is cor-
tainly the case in Georgin. As these benefits increase the State drops
down on its contributions as far as it can.

Senator Byrp. That is one of your objectives, though.

Secretary Hopny. Yes, sir. 1 think, Scnator, as the testimony
progresses and you see the ogxlication of the increased coverage and
the increased benefits under OASI that you will find some of the prob-
lems which are concerning you will be met.

Mr, BaLL. The latest figure I have, Senator, is as of December 31
1953. For tho State of Louisiana, there were a total of all kinds of
beneliciaries of 69,754. ‘That breaks down this way: The retired
workers are 31,903; wives, 8,347. ‘The other larger category of aged
péoplo is the widows’ and widowers’ benefits, 4,883. Then a few
parents, 431. Then in addition to that there were 19,577 children and
4,613 young widows with those children.

- Mr. RockerFeLLER. Wouldn’t that put about 420,000 additional
dollars from & Federal source into the State of Lowsiana, if you
multiplied that figure by say, $6?

Mr. Baru, That would be a month,

Mr. RockerELLER. That is about $5 million a year going into the
State from Federal sources. Some of this would result in savings in
assistance funds.

Senator Lona, Perhaps we would like for the average retired person
in Louisiana to have the same benefit that they have throughout the
rest of the Nation on the average and that is to receive an extra $6.

Mr. RockreFELLER. You could take the savings in public assistance
funds and divide it among the people who are on public assistance and
you might not be able to give them $5 but you could certainly give
them some increase.

49558-~54——11
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Senator L.ona. Here is a point that does concern me about this
matter. In these States where the average old-nge nl survivors in-
surance benefit is less than the old-uge assistance, the practice will be
to simply subtract that additional nssistance from the henefit that
theso persons would otherwise receive.  Looking to these individunls,
instead of this serving as u basis upon which they build their retire-
ment system, tho results in them being lefe exnetly whero thoy were,
The day that they find they received inercased benefits, they found
that their income was reduced by the same amount from another
source, Therefore, they are not benefited.

Senator Furear. I might point out to the Senator that the only tine
that would be mandatory would be when that vecipient was already
at tho top bracket. The only way to correet that is by legislative
action of tho State.

Sonator Lona. If he is recoiving anything from the State at all, as
much as $6, und you inereaso his check by $6, you then have to reduce
him by $6.

Senator Fuear, The only time you have to reduce it is if ho is ro-
eviving the maximum under the old-agoe assistance program.

Senator Lona. Oh, no.

Senator Frear. The only way it is mandatory.,

Senator Lona. T will explain that to you sometime, Allen,  If he is
receiving anything at all under old-age assistance, it has to be based
on need of that money and it has to be a standerd that applies to
everyone throughout the entive Stato,  So when you give him an extra
$6, his newd is roduced hy $6.

Senator Frear, You may have a different systom in Louisisna
than we have in Delaware, so T would be glad to hear about it.,

Tlu‘; Chamman. Madam Seeretary, havo you finished this particular
point .

Secrotary Hosry, No, sir. 1 have about two more pages on this
particular point and then there are more charts to he presented.

The CHairman. We are going to recess pretty soon until 3 o’clock
in the District of Columbia room, which is right off the Sanate
Chamber. We have votes coming on this aftornoon so we have te
bo near the Senato.

Secretary Honry, Would you like mo to continue making this one
point? It will take meo just a fow moments,

The CuamMan, I want to explain that I will have to be absent
myself most of the afternoon but T will keop track of what has been
gaid. I will be sorry to miss your entire verbal presentation,

Secrctary Honnvy, I was referring to the changes in the Housoe bill
when wo stopped.  While we would not object to the first 2 of these 3
changes, we would not favor the further exception to the principle
of the 80-percent maximum which the guaranty of 1% times the
primary insurance amount would bring ahout.

Mpr. Chainran, it might bo well to stop at this point and roview,
with the charts, tho last two proposals which I have (]loseribwl——mising
the carnings base and increasing benefit levels, '

If T may suggest it, Mr. Chairman, this is a good point to stop.
The next two parsgraphs begin the discussion and the charts on the
improvervent of the rotirewent system and point No. 8, which was
the preservation of benefit rights for the disabled. T beliove, with
your permission, this would be a good poaint. te stop.
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The Cuammman. Then, wo will recess until 3 o’clock this afternoon
in the District of Columbin room and continue right on.  You will
have all the time that is necessary.

(Whereupon, at 12:30 p, m., the committee recessed to reconvene at
3 p. m,, the same day.)

AFIERNOON BESSION

Senator Burikr (presiding). Thoe committee will bo in order. The
Sceretary is necessarily delayed for a littlo while but she asked that
wao proceed with the receiving of testimony from the Department.

Mr. RockereLner. Thank you, Mr, Chairman,

1 think at this point it might be well - —

Senator Buankn, What page are you on?

Mr. Rockkrrnueg. Page 36, the last paragraph of the Sceretary’s
testimony. It miglht be well to stop at this point and review, with
the charts, the last two proposals which the Secretary had just
described, raising the carnings base-—that is item No. 3 of the recom-
mendations —and increasing benefit levels, item No, 4.

I will now turn it over to Mr. Christgau,

Mr. Cunisraav, Mr, Chairman, you will recall the Seeretary was
discussing the recommendntion of raising the earnings base to $4,200.

(A chart referred to entitled * Karnings Base Raised to $4,200.”)

R

- EARNINGS BASE RAISED TO $4.200

" PERGENT OF MALE 4-QUARTER WAGE WORKE
w«nemm%( ‘ RS

B

100 e
oo N R Ve & - PROPOSAL .
a0 WAE WA S WAGE
43000 T e 94,200

5T% ™ .

> o aman!

Mr. Cuisrgav. You will remember the progran started in 1938
with carnings based at $3,000. This chart depicts the gradual trone
in carnings over a period of years, from 1938 to 1953 showing that
wages and carnings have gone up above the wage base.

ou will note in 1038, 6 percent of (he male 4-quarter wage-
workers earncd over the wage Ymso of $3,000.
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The reason we took the four-quarter worker is —they are men
regularly employed in each quarter of the year-s0 as to more ably
approximato their regulnr annual carnings,

‘hoe namber whose earnings exceeded $3,000 a year gradunlly
fncreased, until in 1950 the number of wage earners receiving over the
wage base reached 57 porcent. At that time, Congress changed the
Inw and increased the wage base to $3,000,

Now, if that chango had gone into effeet in 1050, 36 percent of
the malo 4-quarter workers would have exceeded the new $3,600
figure,  Wages kept on going up, so in 1951, 48 pereent of the workers
carned over the new wage base of $3,600,

And going on te 1953, it reached 61 percent.

Now, if the recommendation is adopted, and the wage base is
increased to $4,200, then it is cstimated that 43 ,mr«-nnt of these
workers will bo carning over the wago baso of $4,200, and will bring
it back approximately to what was established here in 1950 -61,

(A chart was shown ontitled “Benelits of Reeently Retired Malo
Workers, June 1053.")

' BENEFITS* OF RECENTLY RETIRED Lt
« MALE WORKERS, JUNE 1953 C
| MONTHLY % OF BENEFICIARIES
. .. DRAWING BENEFTTS

* UNDER PRESENT FORMULA

Mr. Curisraav. This shows tho result of the cciling boing cstab-
lished on the wago baso.  Woe have hore the boenefits of recently re-
tired male workers as of Juno 1953, and the percent of these bonefici-
aries drawing bencfits at various levels undor the present formula.

You will notice that 1 percent receive tho minimum of $26 a month—
you will recall this morning Mr. Ball and the Secrotary also indicated
hat a relatively small proportion will draw the minimum on into the
future. Kight percent drow from $25 to 344, 22 porcont from $45 to
$64, and 20 gommt. from $65 to $74, and hero is the significant bar in

the chart which shows that noarly half of thom—49 porcont—drew
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from $75 to $85.  That is within $10 of the maximum and many of
them at the maximum,

That isn't due to the fact that all of these workers had tho same
wages, bt it is duo to the fact that the cailing ~ the wage base- - com-
pressed more and more workens into this entegory and us o result of
that you no longer have the ditferentinls botween benefits that the
program urighml v ealled for, .

Sonutor Cartson. Assuming Congress approves the pending legis-
lation, how will that chart look than? I wo incroaso it $5 it would
be difforont than $30 and ditferent than $80-$85; would it not?

M, Bawn, As a vesult of the inereaso in the wage base to $4,200
and the new formula_there would ho a new category going up to
$103.50 and your last bar would get distributed nll the way from $75
up to $108.50 in the futuro.

Senator 'rear. What percontage of that 40 pereent would he
divided if this bill went in?  How much of that bottem bar would go
into the sixth bar?

Mr. Baw., If wolooked at this program 3 or 4 years from now,; vou'd
find a very good part of that hottom bar actunlly distributed from
856 to 05, anﬁ 05 to 105,

Senator Frean. In other words, maybe half of the bottom bar
might be in the sixth bar?

r. Bartr. T would guess at least half,

Mpr. Cisraav, Somo indication is that the annual average wage
of full-timo industrinl workers in the manufacturing industry is
$4,000, now, and in mining and transportation, the averago nnaual
earnings are about $4,400, so you sco there won’t bo as many at the
maximum when you roach that ]mint.

(A chart was shown entitled “‘Proportion of Payrolls Taxed.”)
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Mr. Crristaav. This next chart shows the proportion of payrolls
taxes in covered employment and relates to the same problem.

Back in 1837 at tho beginning of the program when tho earnings
base was $3 000, 90 percent of the payrolls wore taxed, and 10 percent
was above that wago base.

You come here to 1954. Only 75 percont of the payrolls aro taxed,
even with a wage base or earnings base of $3,600.

Now, the proposal would add another 7 percent and this block
would then be 82 percent and it wouldn’t quito como back to what we
had in 1037. That shows that the base upon which the program is
financed has been gradually coming down as wages went up and pressed
against the $3,600 ceiling.

(A chart was shown entitled “Benefit Formula.”)
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Mr. CurisTaau. We will now discuss the next proposal of the Sec-
ro , “increasin%‘beneﬁts."

This chart here shows the difference between the two benefit formulas.

You know at the present time the maximum creditable average
monthly earnings are $300. Take the present formula which allows
55 percent on the first $100 and 15 percent on the next $200, giving &
maximum benefit of $85. Under the new proposal, with a maximum
rate of $4,200 and the maximum monthly carnings being $350 a month,
there is also the change in the pni;g?ul with reference to the first $100.
(Actually it is the first $110.) Fifty-five porcent of the first $110 as
compared with 55 percent of the first hundred, bringing it to $60.50,
and then it is 20 percent on the next $240 instead of 15 percent on the
next $200, making a total of $108.50. ..

Senator CarrsoN. Is that $110 just an arbitrary ﬁgure that you
picked up-or is there some reason for $110 instead of $100? ‘

!

! l i
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Mr. RockerrLuer. Tt is an arbitrary figure but there was a reason
for doing it.

Senator CantsoN. That is what I want to know.

Mr. Rockerersun. If you added the 20 rorcont on the next $150
vou would be only benefiting those in the higher brackets, but this
way by adding another $10 on that 55 percent you give those in tho
lower iIncomo group a lift as well as those in the higher brackets of wage
earners, so that you distribute it more evenly. It keeps that weighted
relationship,

(A churt was shown entitled “Benefit Amounts.”)
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Mr. Curistaau. The next chart shows a comparison in benefit
amounts of the two proposals, or rather the present and the pro-
posed change.

The preseat is indicated in red and the proposal is in blue.

This column here, is the average monthly earnings and it is after .
the 5-year dropout that the Secretary dicussed this morning.

You will notico a wage earner averaging $100 a month would get
$55. You will notice the first $100 oven under the new proposals
would also yield a $55 benefit, but the increase comes in the next $10.

Come down here to the $200 a month. By the way, this covers
most of the earnings of unskilled workers. You will note that the
present is $70 & month, and with the proposal, it reaches $78.50, At
$300 & month which is the present maximum, it goes from $85 to
$08.50. And with tho now maximum earnings, $350, the maximum
benefit would increase to $108.50.

Over on the side of the chart you will see illustrated what Mr. Ball
and the Secretary were indicating this morning, how the formula is
weighted for those in the lower benefit group. Note that for an
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individual who averages $100 & month- 65 percent of his average
carnings are paidin benelits, You can see it is rather heavily weighted,

In the case of thoe $200 carnings, at present it is 35 percent of his
average monthly carnings, and under the proposal that 1s increased to
39 percent.

In the case of the $300 a month wage earner, it goes from 28 pereent
to 33 percent.  In tho ease of the $350 a month wage carner, it gocs
from 24 percent to 31 percent.

Mr. Rockerenier, Me. Chaivman, if T might point out ono thing
there, you will note that this new proposal gives a little heavier
weighting in the higher carnings figures than the previous one and tho
reason for that is that so many of the workers are now earning in these
higher brackets that they wero getting too small & percentage of their
past carnings to preserve anywhera near the standard of hving they
lmd enjoyed during the period of employment.  This gives them a
little better break to carry it out after their retirement,

Senator Bexnrrr., Mr. Chairman, as a matter of fact the 8350 a
month, with that you are still well within the average earnings of men
in industry,

Me. Rockerkntkr, That i3 right, and you get so many families
who aro at this standard of living and if t{my get but 24 percent of
that, it makes it impossible for them to keep their homo and the fow
things that they have enjoyed.

Mr. Cunistoav. This next chart shows the average increases for
tho 6.5 million present beneficiarics. There are now 6.5 million on
the rolls,

(Tho chart entitled, “Benefit Inereases for 6,500,000 Present
Beneficiaries,” was shown.)
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Mr. Cnmisraau, The average benefit for the retired worker is $50.
As lgoliultod out this morning an average increase of $6 would be

rovided.

b Tho retired couple is next.  Their nverago is now $86.  That would
bo inereased by $12 making a total of §98.

In the case a widow and two children, the average benefit is now
$113.  That would boe increased by $13, making s total of $126,

Senator Frean. If both of the couples in the middle were covered
they would have double the single?

Mr. Curistaav. 1t works out that way if they both have the samo
average monthly enrnings,

Mr. Roekrrenner. If they both worked at the same carnings and
both rotired they would get double the amount.

Senntor Loxa. Do 1 understand those additional benefits go to tho
people already retired without any additional contribution to the fund.

Mr, Roekerenier. That is correct.

Senator Loxa, Now, certainly you are not expecting to finance that
other $6 for tho average person on any actuavinl basis because those
people haven't put any more money into the fund.

Mr. RockerkLLER, H wo can postpone that question, Scnator,
there is a- chart which shows oxnct‘;? the impact of each one of theso
steps on the lovel-premium rate of the fund, so that at the end we
would like to cover that question of financing and show tho impact of
what the additional expenses are and whoere the revenue comes from,

Scnator Lonag, Can you answer my question for the moment,
though, as to whether or not there is any contribution to the fun
for that oxtra $6?

Mr. RockrreLLEr, The answoer is “No.”

Senator Lona. The average person is not paving for that; that is
something you aro giving him out of the additional contributions others
are making into the fund.

Mr, RockrkrrnLknr. That is right,

Mr, Cruisraav, The Under Secretary will continue on pagoe 46
and will cover parts 5 and 6.

Mr, RockkrenLer, Mr, Chairman, wo shall now discuss the fifth
and sixth proposals on the list of six major recommendations.

5. Improve rotirement tost.

An important proposal contained in the bill bofore you relates to
the test of retirement which individuals must meet in order to draw
tho benefits for which thoy aro otherwise eligible. Under present
law, benefits are not payablo to wage carners for months in which thoir
earnings in covered work exceed $75.  Self-employed persons, on tho
othor hand, have an annual cxempt amount and lose benefits only
when their earnings exceed $900 for the year.

H. R. 9366 provides that this discrimination be removed by equal-
izing the retirement test for wage carnors and the self-ciaployved.

The bill also provides for a modest increaso in the amount of earnin
permitted without benofit suspensions. Under the revised test, the
annual exempt amount would be $1,000, and 1 month’s benefit would
be withheld for cach $80—or fraction thereof-—of earnings above this
amount. A beneficiary would not loso his benefit, however. for any
month in which he neither earned more than $80 in wages nor rendered
substantial service in self-cmplovment.

Sounator MarTIN. What is tho reason for nny ceiling?
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Mr. Rockererrer. Well, 1 think one of the important reasons,
Senator, is this: If you have rpmplo who have retired, or at least who
have become eligible for benefits under old-age and survivors insurance,
they then have a certain amount of income from their benefits, If
in addition to that they stay in the labor market, they are in a position
in a tight labor market to underbid, ns far as wages are concerned,
workers who do not have the benefit of this supplemental income.

Senator Marmin, Isn't that American?

Mr. Rockereiier, Well, this system as originally conceived in
the Congress, and as it has been kept over sinco, is to supplement loss
of earnings through retirement,

Now, 1if you have not retired, you don't have a loss of earnings
and thercfore as the system was conceived, there is no reason for
receiving the benefits.

There would have to be a change in concept to do what you suggest.
That would be a new concept introduced into the old-age and
survivors insurance,

Senator MaRrTIN. I don’t know what the old concept was, but I
like the idea of an American to continue working. It is better for
himself and batter for his community. A lot of these men who are
past 65 are very skilled and it seems to me with the important part
we are taking in world affairs now, we want to increase our earnings
just as much as we possibly can,

Mr. RuckereLuer. Well, of course, you know that any worker
can continue to work as long as he wants but ho doesn’t got the
benefit of the retirement funds until he retires.

If you put in the provision that you state, and at 65 he automatically
got whatover he was entitled to, had he retired, the increased cost to
the fund would be very large because a great many people continue
to work beyond 65, and therefore you would have to completely
refigure the actuarial base of the payroll tax that is now in existence.

nator MarTIN. This isn’t actuarislly sound anyway and we will
never have it actuarially sound. It will nover be actuarislly sound
until we have a fund that will produce revenue to take care of all of
there payments. I personally think that that can only be done if
we have investments outside of United States bonds,

In Pennsylvanis, our teachers’ retirement and our employees’ fund
are actuarially sound, both of them.

I don't want to take up more time. I know what this is but I am
sorry it is in there, I like to encou people to work. I know so
many who have passed 65 who would like to work. I somehow feel
that they are entitled to work.

Senator GEoree. May I not ask if the consideration has been one
of cost? It isreally a question of cost, isn’t it? If you had no limita-
tion at 85, it would cost approximateiy 1 glcrc_ent more, wouldn’t it,
on payrolls? It would run almost that high. "That is the reason we
never felt, in 1950, when we were going back over this act—or in the

inni aof the act, because I happened to have been present at the
birth of the act and was on the committee at that time, that we just
felt that there had to be some ceiling. .
- Now, of course, we have 75 years, and after a man gets to 75 he
‘won’t be here too long.
It wouldn't be bad to let a8 man 72 years old earn what he could.

t

' ;
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I think that is the way we have to approach this. We do have
elderly people in various forms of cmployment who work on after they
are 72, 73, 74, and 75 yecars old. What would it cost?

Mr. RockefFELLER, It would be 0.17 of the covered payroll to go
to 72. It would cost about 1 percent to go to G5,

Senator Georar. Suppose you let them work after they were 72 or
73, there wouldn’t be much of a loss; would there?

Senator BeNNETT. About & sixth of a cent.

Mr, RockereLLer, But I think the Secretary shares Senator
Martin’s theory about letting them work. We were leaning in that
direction in allowing $1,000.

Senator MarTin. I think it is & matter wo should give a lot of
serious thought to, I know a great number of men who are past 65 and
they are working, They get their social security at $75 a month, It
isn’t keoping them in the same status that thoy enjoyed before, unless
thoy dip into their savings, and you know there 1s a lot of pco‘;)le——
well, you take personally, T don’t like to dip into capital, or you don’t
None of us do. That is contrary to the American ideal of things, and
some of them are required to do it.

I am bringing it up so we can give it some thought.

Mr. RockergLLer, Senator George, put his finger on the heart of
tho problem. X

Senator Gronar, Wo gave a great deal of consideration to this.

Senator MARTIN. Yes, I know, I have sat in on it, but we have
some new folks in here now and I think it is & matter that we ought to
give consideration to.

As a Nation, particularly if we aro figuring on raising the standards
of living of some of our competitors out over the world, we have to
earn more here in the United States.

Senator GeorGe, I don’t want to anticipate because you haven't
gott;,n to that provision in the bill dealing with total disability, have
you

Mr. RockerELLER, No.

Senator GEorGE. I would like to illustrate what I had in mind. I
know of a case of an accountant, a very excellent man, who has
reached 72, or perhaps 73. He suffered a serious heart attack when he
was 4 or b years younFer, so that he had to quit regular work and had
to take what he could at 65. It is very inadequate payment to him.
His wife is abqus the same age.

. However, he is dbld to, do'tgvo or threejobs a-year for a responsible
concern. He was makin, $4,000 or $5,000 for handling the account of
just this one concern. Howaever, he can only work when he is able.
; ?u}d this total disability provision reach back and give him any

elp]

Mr, RockereLLER. No, because his $4,000 or $5,000, while that is
probably low compared to what he was earning before, still it is
within the ceiling at $3,600 or even $4,200——

Senator GEoRGE. It 18 retroactive.

Would he be benefited by—say he was compelled to retire 3 or 4
years back.

Mr. RockereLtes. If his earnings went below $3,600 during that
period he could drop out those years it was below $3,600 in figuring his
average monthly earnings.
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Mr. Bany, Hoe is past 65.  You wouldn’t drop out years for dis-
ability after age 65, Senator George, but I wondered if it was clear to
you that he would actually be eligible for benefits in any month in
which he didn’t work, under this proposal, and also under present law,
If ho is eligible for a benefit and he works in January, February, and
March, and renders services, but he doesn’t during the summer months
he would get the benefit during the summer months.

Mr. RockereLLer. And under our proposal ——

Mr. Bavn. That is right,

Mr. RockereLLer. Under our new proposal he could make $1,000
without interfering with his payments.

Scnator Georae. He could make it all in 3 months.

Mr. Bawn, If he got it all in 3 months, he would get benefits for 9,

Senator Loxa. What consideration have you given to the idea of
gome sort of a sliding scale for those who earn more than $1,000? In
other words, when a person earns more than $1,000, for every dollar
of additional income he has $1 deducted from his earnings, and that of
course discourages a |]wrson from doing anything for himsel{, because
he must make cnough to completely compensate the social-security
benefits he is losing before he gets anything.

In other words, suppose he makes next to $700 and,his benefits run
$60 or $70 a month, Under this Froposa] you would simply deduct
from his social-security benefits all the additional carnings.

It would seem to me that it might be well to maybe deduct $5 overy
time the man made another $10, so that there would be a savings to
the Government and at the same time the man would be encouraged
to earn something for himself,

Mr. Bavi. Senator Long, this proposal goes, I would say, about 98
percent in the direction that you are speaking of. Ihat is, by allowing
an exemption of $1,000, and then just deducting 1 month’s benefit for
each 380 above, you come close to what yon are proposing. And to
go all the way with you would create a very substantial admimstrative
problem. That is we would have to change the amounts of these
checks every single month, depending on what the individual earned
in that month.

Under our proposal, you don’t have to change those check amounts.
He gets that particular month deducted. It is substantially the same
effect as you are suggesting.

Senator Loxa. It is not clear to me how that does it. In other
words, if he made $1,000 and then he made an additional $100, you
would deduct $100, wouldn't you, from his benefits?

Mr. BarL. No, you would withhold 2 months’ benefits.

Senator Lona. How much would those 2 months benefits amount
to, would they amount to loss than $100?

Mr. Batv. On the average it is about $50, right now.

Senator BENNETT. But if he isin a hiﬁher bracket and was getting
$85 a month, if he carned $100, you would deduct $175.

Senator LoNe, Is it possible that you would deduct even more than
he earned? Is it possible that if the man made an extra $100 after
mﬁingBthat thousand dollars, you would proceed to deduct $175?

r. BauL. That is possible, yes,

Senator LoNne. That is a very great discouragement for a person

to work if you are going to deduct 175 percent of what he made.

I}
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Mr. RockereLLER. You have to compare it with the present law
which is much less favorable than that, so this is a great improvement
over what the present is.

Senator Loxa. Speaking of what would bo desirable, would it not
be well if a man goes out--supposing a man was entitled to make
$1,000 based on your suggestion. Supposing you let him make
$2,000. Would it be desirablo that he keep some of that additional
$1,000 that he mado? 1f he made a thousand dollars, he could split
it 50-50. The Government would save $500 and he would get the
benefit of $500. Wouldn’t that make sense?

Mr. Baun. If you deducted only 50-50—1 think we would very
quickly reach a point, Senator Long, where this didn’t serve as &
test of whother an individual had retired, or not. You would have
individuals who are able to draw these benefits who weren’t in_any
ditferent situation than they were when they were at age 55. The
had been earning right along at a steady rate and when they lut
65, they would be able to start drawing old-age and survivors insurancs
benefits even thoufzh there was no loss of income.

Senator Loxa. I predict that before we get to having this 27 million
people over 65 ({oars of age it is going to occur to somebody that it
might be a good idea for some of these poople to work after they are
65, and wo may want to encourage thom to work rather than discourage
it.
It is one thing to tolerate their working by letting them have $1,000
of income that they can keep, but when they make anything more than
that, to deduct more than 100 percent of what they would make, is a
very discouraging thing, it would seem to me.

Mr. Bauu. Deducting more than 100 percent would be a very rare
situation. You picked an example that can happen, but it is a pretty
unlikely situation,

I think you will see on this chart how this operatcs really as an
incentive to employment in practically all cases.

Senator FREAR. Isn't it true now that when they make up to 8§75
& month, they don’t make any more, and they would do the same thing
if it was $100?

Senator Long. Is that ﬁood public policy?

Mr. RockerenLer. Well, it gets right back to what we were saying
to Senator Martin. He didn’t want any ceiling on their earninﬁs at
all, and allow them to earn whatever they wanted after they reach ago
65 and still get the benefits. That would cost about $1.5 billion out
of the trust fund the first year. And as Senator George says, it is a
question of money.

Senator Lona. It wouldn’t cost you any more if you see what I
have in mind. If you encourage a person to continue to remain
productive, that person would continue to work, especially if ho is
near the borderline there, he would continue to produce more, and the
QGovernment would net a savings based on this person’s continued
productivity.

Mr. RockerFeLLER. That is what is happening, because they don't
retire. The averago retirement age now is almost 69, so that you
have exactly what you say. They would rather continue to work,
earn whatever they had been earning, and not teke their bencfits
until they are ready to retire, and then when they retire they take
part-time employment if thoy are able to.
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This suggestion of the Secretary’s here would permit them to take
much more part-time employment and supplement their income more
than they have been able to up to the present time.

Senator LoNa. I agree that there is an improvement. My only
question is, Might we not improve it even more than you have done
in this bill# It does seern to me that there is & wide-open possibility
there of improving on this. It does seem as though it might encourage
8 p:erzon to continue to make some additional income after he had
retired.

Secretary Homny. I apologize, Mr. Chairman, for being late. It
was unavoidable,

Senator BuTLER. There were several of us who were s littlo late.

Secrotary Hosny. There is a chart on this very point which I think
might be he{})ful and it would be of interest to Senator Long and the
g:mrrtnsittee, it you thought well of proceeding with the text and the

arts.

Senator Butrer. Very well; proceed.

Secretary Hossy. The bill also provides for a modest increase in
the amount of earnings permitted without benefit suspensions.
Under the revised test, the annual exempt amount would be $1,000,
and 1 month’s benefit would be withheld for each $80—or fracticn
‘thereof—of earnings above this amount. A beneficiary would not
Tose his benefit, however, for any month in which he neither carned
more than $80 in wages nor rendered substantial service in self-
emt?l?ment. .

nder an annusl test, retired wage earners will have much greater
incentive to continue in some eatning capacity. They will be able
to take regular part-time work without the loss of benefits or with
the loss of only a few months’ benefits, depending on what they earn.
For examgle, 8 beneficiary could work throughout the year at $80 a
month and lose only 1 month’s benefit, whereas under present law he
would lose all 12. - )
' Many retired people can lead more sstlsf{ing lives if they continue
to use their skills in some productive contribution to community life.
Furthermore, as 8 Nation we can make valuable use of their experience
and wisdcm. We beliove, therefore, that these groposed changes in
the retirenient test which will make it easier for beneficiaries to work
and draw benefits are very desirable. . ‘
* The bill would make two other changes in the retirement test. One
would eliminate the present exemption of earnings in noncovered
'em&!xment; ) . L :
- ith coverage nearly universal, it wouyld be practicable to make the
‘test apply to ‘all earnings. The second change would be to apply
‘the retirepient test to combined wage and self-employment earnin

g0 that, tho individual with eatnings of both kinds would have 1 besto
‘exeitigtion Instead of 2. e wol |

_- 6. PRESERVE BENEFIT RIGHTS FOR THE DIBABLED

" The final major i;rggosal contained in H. R. 9366 is a provision for
- pinin : the benefit

rights of disabled workers who have a sub-

-stantial work record under OASL .

T havé already spoken of the effect that short periods of absence
from covered work can have on a person’s benefit amount. As we

d '

, ' [
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have seen, this would be taken care of by the right to eliminate up
to five of the lowest years of eaminﬁs in computing benefits.

Much more severe, however, aro the effects of long periods out of the
labor forco caused by a totally disabling condition, Lonlg-term dis-
ability not only causes drastic reductions in the individual’s monthly
waﬁe and consequently his benefit amount, but may result in a loss
of his insured status altogether.

H. R. 9366 providas that the time during which an earner who has
a substantial work record under OASI is under an extended total
disability, and consequently without earnings under the system,
would be disregarded in determining his eligibility status and the
amount of his banefit. In effact his status under the program would
be frozen for the duration of his disability. This provision is analo-
gous to the waiver of premium now widely used in privato life-insur-
ance and retirement-annuity policies to maintain the protection of
these policies for tha duration of the polioyholder’s disability.

The bill directs the Secretary of Health, Education, and Welfare
to negotiate agreements with the States under which the datermina-
tion of disability would be made by the State vocational rehaoilitation
or other appropriate State agencies.

This referral of disabled persons to the State vocational rahabilita-
tion agancies would provide the opportunity for prompt steps toward
rehabilitation. Many of these persons can he restored to lives of
usefulness, independence, and self-respect under modern rehabilitation
techniques. .

In order that the State agencies may greatly expand their operations,
the administration has advocated a broadsnad Vocational Rehabilita-
tion Act with progressive increases in Federal and State financial
supﬁgrt. This recommendation is being considered by tha Committee
on Labor and Education in the House, and, I might say, was reported
out f'esterday or the day before, and by the Committee on Labor and
Public Welfare in the Senate.

- In addition, the administration has proposed, and the House has
already passed, a bill which authorizes $10 million annually for the
next 3 years for aiding in the construction of comprechensive rehabili-
tation facilities under the Hospital Survey and Construction Act.
Woe believe that thesoe proposals offer a well-rounded national plan
for the improvement of rehabilitation opportunities for the disabled.
Wae should now consider the cost effects of these proposals,
. Some of the provisions in the President’s proposals would produce
additional receipts or tond to reduce program costs. Increased tax
contributions would, of course, result from the expansion of employ-
ment coverage, 88 woll as from the rise in the taxable earnings base
from $3,600 to $4,200. Some savings in benefit expenditures would
result from making the retirement test applicable to earnings from
all t[vlpea of employment. .

These cost savings would offset, in part, the increase in expendi-
tures resulting from the payments to the additional beneficiaries who
would qualify under an expanded coverage system, the higher benefit
amounts that would be paid, the additional bonefits payable under
the improved form: of the retirement test, and from preservation of
the insurance rights of the disabled,

- The net increase in .cost resulting from the President’s original
proposals was sixty-seven one-hundredths of 1 percent of payroll.
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Additional costs under H. R. 9368, resulting from tho provision for
dropping up to 5 of the yoars of lowest earnings rather than 4, modify-
ing the insured status requiroments, and raising the minimum and
maximum benefits under certain circumstancos, would add five one-
hundredths of 1 percent.

The Committeco on Ways and Mcans took these additional costs
into account and also considored the findings of our recent actuarink
study No. 36, a copy of which I would like to submit for the record,
which show some imbalance in the financing of the present program
when costs are projocted to tho year 2050,

(The actuarial study 36 referred to follows:)

LONG-RANGE COST ESTIMATES FOR OLD-AGE AND SURVIVORS
INSURANCE, 1053 ’

By Robert J, Myers and Eugene A, Rasor

United Statcs Department of llealth, Education, and Welfare
Social Security Administration, Division of tho Actuary
Actuanian Stupy No. 36—Juni 1953

This study has been ?rosmrod for tha use of the staff of the Soclal Sscurity Admin-
istration and for limited circulation to othor administrative, insurance, and
rescarch persons concorned with tho subjoct treated, It has not been submitted
to the Commissioner of Social Security for official approval

A. INTRODUCTION

This regort. is the fifth in a series of actuarial studics in regard to the actuarial
costs of the old-age and survivors insurance program, Tho first cost estimntes
for the old-ago and survivors insurance prograin were doveloped at the same time
the logislation was cnacted (1039) and were subsequently rresented in actuarial
study No. 14, In the sccond in this scries (developed in 1042 and prosented in
actuarial study No. 17), estimates were made on the basis of a certain amount of
actual operations data, as well as of more complete demographic data such as the
1940 census and the 1935 family comlposition study.

Tho third in this serics of cost estimatcs was develogod in 1043-44, and pub-
lished as actuarial study No. 10, This differcd from tho previous study in that
not only was there available more experience data, but also a differential average
wage betwcen the low-cost and high-cost illustrations was introduced. Because
actuarial study No. 19 considered the terms “low-cost” and ‘high-cost’” as indi-
cating absolute doliar costs rather than Yerccnugo costs relative to payroll,
cortaln difficuities of interpretation and analyais arose. Thus, for both cstimatoes
the average cost of the benefita from 1045 to without interest was 5.6 percent
of payroll which lead some to believe erroncously that, although the dollar costs
might have a range, the relative costs wore fairly closoly predictable, a matter of
imfomnee in estimating the neccssary contribution rates.

he fourth in this scries of estimates, actuarial study No. 23, was published in
1047 and used more current data on population, wage lovels, cto,

Two other studies were a)repared for and printed by the Committec on Ways and
Means, dated July 27, 1950, and July 21, 1952 in respect to the 1950 amendments
and 1952 amendments, respectively. .

The oost catimatos presented in this study relate to the 1952 amendmonts and
correspond to those in the committee print of July 21, 1952, but differ considerabl
because of the use of the new population projections (actuariat study No. 33
and revised cost factors. '

In order to have appropriate ranges in benefit ocsts, both as to dollar amounts
and relative to payroll, there were doveloped, in effect, fouy separate cost illustra-
tions. On the one hand, the low-employment assumptions basls used was some-
what lower than full employment and corresponded roughly on the average to
104041 conditions as to proportion of population in covered employment, com-
bined with wage rates pmvnllinmthe same period. On the other hand, the
high-employment assumptions {s near-full empjoyment (correspouding
closely to current conditions).
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Within bath the low-cmployment and high-cmployment assumptions there
are two separate cstimates: (1) using “low-cost” factors (i. e, low cost relative to
payrol) ax to fertility, mortality, retirement rates, remarriage rates, ete,; and
(2) using “high-cost” factors. 8 in tho previous studiex, tho terms “low-cost™
and “high-cost’’ apply in the aggregato sinco in somo of the component parts
(0, & chiled's and mother's henefits) thoe costs are shown to be higher for *“law-cost’’
than for the “high-cost’ factoms,

An important element affeeting old-age and survivors insuraunce costs arose
through amendments mado to the Railroad Retirement Act in 1951, Theso
extonl tho 1046 amendments and provide for a coordination of railroad retire-
ment compensation and ald-age and survivors insurance covered carnings in
determining not only survivor henefits bhut also retiromont benefits for those with
less than 10 ycars of railroad =eevice.  In fact, all fulure survivor and retirement
cases involving lexs than 10 yeam of railroad servico are to be paid by the old-age
and survivoms Insurance rystomn.

Financial intorchange provisions are established such that the old-ago and
survivors insurance trust fund is to be placed in the same financial position as if
there nover hied been a separate raileond rotirement program, It s estimated
that the not effect of theso provisions will 1:¢ a relatively small net gain 10 the
old-age and aurvivors insurance system since the reimbursements from the raitroad
rotirement syatem will he somowhat larger than the net additional benefits paid
on tho basia of rallroad earnings. The long-range costs developed here are for
tho operation of the truat fund on the basis, as provided in current law, that all
raitroad employment will be (and beginning with 1937 has been) covered employ-
ment. Tho balanco In the fund thus corresponds exsctly to thoe actual aituation
arlsing. BBut the contribution incomo and henefit dishursement Agures shown
(ns well as tho numbers of beneficlarles) are slightly highee (by less than § percent)
than the payments which will actually be made directly to 1he trust fund from
oontributors and the paymenta which will actually be made from the trust fund
to the individual beneficiaries. This is the case heeause the figures here include
both the additional contributions which would have been collected if railroad
omployment had always boen covered and the additional benefits that would have
beon paid under such efrcumstances.  The balance for these two clements is to be
accounted for in actual practice by the operation of the financial interchange
provisions,

B. RABIC ABSUMPTIONS

Throughout the cost cstimates the various assumptions have been selected
80 a8 to bo conslatent with the actual operating data and with the other assump-
tions, and at tho sameo time so as to represent & reasonablo range for the clement
undor consideration. As in previous studies, the figurcs developed do not repre-
sent the widost roeelblo range that could reasonably be anticipated, but rather
our studied opinions as to a plausible range. For more detalled analysis of items
t‘i”' (2) (3) and (4) below sco actuarial study No. 33. ‘The various basic assump-

ons arc: .

(1) Mortality

Tho low-cost and high-cost catimates are Loth based on decreasing rates of
mortality to tho year 2000 and lovel thereafter. The deerease for tho low-cost
estimates was assumed as onoc-half of that for high-cost. Previously no decrease
in mortality had been assumed for tho low-cost cstimatcs.

(8) Birth rales

The low-cost catimates assume for 1965 and after, age-spceific birth rates
which are the mean of the age-speoific 1040 and 1048 rates, while for the high-cost
estimates the age-specifio bithrates assumed for 1965 and after were the 1940
rates.  For the period prior to 1965, the prosent fertility rates were yraded down
into the ultimate rates.

(3) Immigration
For both the low-cost and high-cost estimatcs, & net immigration of 500,000
persons during each 5-year period in the future was assuned.

(4) Population
The above assumptions as to fortility, mortality, and fmmigration when ?ptied
the exist.ln: population result in the basio population projections. At the
time this study was begun thero was avallable an’official oount of the United
States population as of prh 1950 subdivided by age and sex. The avallability
of theee data, which took acoount of most of the war deaths as well as the actual

405868—04—13
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high fertllity and low oivilian mortality expoerienoo of tho war yoars, along with
the assumed modlfications mado in tho future fortility and mortality rates, made
it desirable to devolop the now population projections mentioned.

Table 1 summarizes tho two now population projectiona, It witl he obsorved
that the gopulaﬁon for all agea combined does not show a very wide rango as
between the low-ocost and high-cost assumptions in the carly years, but ultimately
the low-cost population is & Lwrcont groater than the high cost. In the high-cost
projection there are noatly the aame number of a persons as in the low-coat
projection and cousiderably fower In the productivo ages because of the lower
mortality and lower fertility assumeod in the tormer.  For the year 2050 those age
65 and over reprosent 11.4 peroont of the total pu{)utatl(m for tho low-cost projec-
tion as oontrastod with 18,1 porcont for the high-cost assumptions, ‘Thus in
oontrast with 1950, when the correspondin ﬁ}xum wan 8.0 pereent thero is a rela.
tive inorvaso fn the proportion of tho aged of about 42 pereent for tho low-cost
rro]ootlon and 100 percent for tho high-cost oue.  In the 100-year period preeed-
ng 1050 tho actual relative increass was about 225 peroent.

(&) Employment

In doveloping bases for estimating both payrolls and insured populations, it {s
necossary to have tho proportion of the total poputation who are In covered
employment in a given year by agoe and sox (diferentiation by raco does not scen
neocasary). Valuable guides (oward dewlnrln assumed ratios onist in the form
of the actual wago data for 1931, along with the available total population data
from the 1030 census.  As mentioned proviously, the low-cmployment assumptions
aro intended to cortespond roughty to the lovel of 1940-41, whilo tho bigh-employ-
ment assumptions are supposed to correapond to virtually full employment,  In
addition it {s le'%lheulmd that in tho future the past trend of an ilncmming pro-
portion of the r foroo being in coverod employiment (as a result of the move-
ment from agriculture to induatry) will continue, and that correapondingly women
will continue to ocoupy a greater placo in tho covered labor force.

‘Tablo 2a shows the axstned ratlos of persong with wate eredits in the year to
total population for quinquennial ago groups from 18 to 85 for u illustrative vears
for the 2 evaglo_\'ment asumptions,  "'able 2b showa corresponding tigures for

porsons age 65 and over.  For the lattor group, within each omployiwent assunyp-
on, there are given low-cost aud high-cost figitres as representing the range due
to possible variations in retirement rates.  Under low-omployment assumptions,
aged workers might endeavor to continue working as long as possible; on the other
hand, there may he great pressure for then to retive since bonefits aro available.
Under high-omployment ptions the favorablo opportunities combinod with
good health and a philosophy of desiring to continue at work might result in a
considerable })outponomont; conversely, oligible aged individunla might retire”
under the OASI program, yet continue working in noncoverod omployment and
draw benefita, or else the fnomnsinq availability of aupplementary old-ago bonefita
fro?I (ﬂvnto pension plans might hasten retiroment even under high-omployment
conditions,

Likewise, in developing eatimates of covered payroll and insured populations,
it {s necessary to have a distribution of pemons with wages in a year according to
the numbor of quarters with waes, Tho actual operating data furnish certain
Information as to suoh distributions for the current time, The assumed per-
oontages are shown In table 3, where it will bo noted n distinction is mado for
males as between low-omployment and high-omployment assumptions, but no
such differentiation acens plausiblo for fomales.

From the assumptions as to the proportions of the population in covored onploy-

ment and the proportions of workers by quarters, there may bo doveloped by
diagonal projection and general reasoning ihe assumed proportiona of the total
populatlon who are fusured, As usod hereafter the tegm “ingured” includes both
‘fully insured’ and “owrrently insured only.” Pelow ago 65 currently insurcd
status gives oligibility for most of tho benefits that fully insured statlua does,
Moreover, at age 83 and ovor tho category “‘currently insured ouly” s and will be
relatively nonexistent. .

Although a single set of assumptions as to covered employment was sot (orth
for cach economio assumption, when there are developed therefrom the proportions
insurod re’pmsenﬁng the cumulative offcot of employment, a rauge s noceasary
because of the uncortainty involved in the extent of year by vear progression of
cavored employment as botween individuals, Table 3 showa for 3 sclocted years
the mulfll& ratios of insured persons to total population obtained from & ocon-
sideration of tho assumptions as to extont of covered epployment. The lower
figure of the rnn{o in ench case applies to tho low-cost catimate, while tho highor
figure is used in the high-cost estimate. .
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(6 Credited wagea for §-quarier workers

Under both emplayment axauntptions, 4-quarter malo employees are assumed
to have annual eredited wages of $2,080, white for women the corresponding
figure (8 $2,030, If there were no maximum on credited wages (i, o, the $3,000
limit), the correxpotcling igurea woulit be $3,975 for men and §2,130 for women,
As in previous studios, no age ditfferential in wago for 4-quarter worker is usoed
because the relatively amall variations existing for the vast bulk of employees
(thase between ages 26 and 68) do not warrant the additional computational
ditticultios that would arise.

‘The above wages are asstined to be level into the future.  In a subsequent
seetion, discussion will be given as to the wso of an increasing wage assumption,
(M) Credited wage for other than j-quarler workers

The annual eredited wages of workers employed (n less than 4 quariens of & year
are shown in the table below as a percentage of the assumed annual earnings of
d-quarter employeea (without regard to (he 33,600 Hmin), with the samoe propor-
tions holding for both the low-etiployiment and high-employment assumptions:

Quarters Midea Feunlos Quariers Muks Foamls

fercent Fercent Frecent Percent
7 [}] e . b3
18 a w oo

These fgures are based on the actual operating eaperience.  As was the case
with four-quarter ctuployees, It does not seem neecessary to have any ditferential
by age.

(8 Credited payroll

By applying the previous asumptions as to covered employment and wages
to the population estimates, there are obtained the total persons with eredited
wages i various years and the aggregate amount of aieh wages,  "he reanlting
data for s leeted years are shown in table § atong with the developed average wage
eredits for peesons with any wages in the year.  The number of '\orsnua with
wages in the year for a patticular employiment asswmption is somewhat lower for
the high-cost nssumptions than for the low-cost onea. This results from the fact
wmentioned previously, namely that under the low-cost assumptions there is as-
sumed higher fertility which produces eventually a greater nuniber of persons in
the productive ages. The resulting average wage credlis for those with wages
o the year are about $2,000 for both the low-cmployment and high-ctuployment
assumplions,

(9) Insured population

By applying the assumed proportions fnsured to the total population projec-
tions, there are obtained the estitmated fnsured ‘N\Fnlntim\s shown in table 6,
Although the insured population for all ages combined roughly doubles in the
next half century, the fusurved ,x\pulaﬂml age 03 and over risea almost tenfold,
with the inerease being greater for feanales than for males,

(10) Marital and parental atatua

Assumptions as to marital status are neccasary in estimating the costs of the
varfous aupplementary and survivor benefita. The various assumptions both
for men and women are based on general population census data, tho effeets of
the OARL definitions, and the differential marital proportions of the gainfully
occupicd.  Atso conddered fu adjustment of the cenaus data is the material from
the 19040-51 elaims and from the family composition study. In tho high-cost
ostimates tho propartion married in the futum s adjusted upward at the older
ages to allow for the effeet of axsumed fmproved mortality (resulting in fower
carly broken marriages).  Assumptions as to relative ages of husband and wite
are basod on faniily eomposition study data, census data, and clain's data.

Arsumptions as to the proportion of porsons with children and tho average
number of sich childron in these cases ato doveloped from tho consus data, the
claima data, and the family composition study data, The age diatribution of
auch childron was based on claims data.  In tho high-coat extimatoa (where lower
fortility is asswmed), allowance is madeo for the roduced average number of children
per family in future years,




168 SOCIAL' SECURITY AMENDMENTS OF 1054

(11) Differential mortality by marital status

New studies by the National Office of Vital Statistics have confirmed many
earlior limited studies as to the lower mortality of marricd persons and tho higher
mortality of widowed persons. It is therefore assumed that tho inarried males in
the insured population have lower mortality than all insured males, with the
differential ranging from 20 percont at the g’oungor ages to 10 percont at tho older
ages. Correspondingly, it is assumed that widows of insurod males have highor
mortality than all women (with the excess being over 100 porcont at tho young
ages, decreasing to about 10 percent at age 65, and declining slowly thereafter).
Both of these marital mortality assumptlons resuit in lower bonefit costs since
with married males having lower mortality, fewer widows and orphans are created
whereas with widows having higher mortality, fewer survive to ago 65 than it
mortality did not differ by marital status.

(18) Remarriage rales

Both widow’s and mother’s benefits are terminated upon remarriage. The use
of remarriage rates takes account of the saving in cost arising therefrom, The
limited experionce to date fndicates that the actual romarriage rates may be some-
what higher than those in the American remarriago table, Thercfore, the remar-
ﬂ:x?le ratos used in the low-cost estimates are 150 percent of such tabular rates,
while In the high-cost estimates the tabular rates are used without modification.

(13) Marriage and mortality of child beneficiaries

Although the primary cause of termination of child’s benefits is attainment of
age 18, death or marriage of child beneficiaries is of some cost significance, A
subsidiary study was made uring mortality and marriage rates based on actual
recent experience. Since the effect of both of these factors was found to be rel-
atively small, the same adjustment is made for each of tho estimates, namely, a
1 mm?&l reduction in the number of beneficiaries based on all surviving toage 18
unmarried,

{14) Parent’s benefils
This relatively minor category is difficult to estimate. Considerable variation:
‘can arise a» to the number of parents considered to be “‘chiefly dependent.” As
more and more of the aged become eligible for oid-age, wife’s or widow's benefits,
the number eligible for parents’ benefits will be relatively less. Because of the
relative unimportance of this category, no new estimates as to the number of
beneficiaries have been made, but rathor those of actuarial study No. 23 have been
again. However, the benefit payments have been recomputed, based on
the new benefit formula and the somewhat higher wage assumptions in the current
estimates,
(18) Proportion of beneficiaries at work
Among the various survivor beneficiary categories, there is a considerable saving:
in disbursements because individuals otherwise eligible are at work in covere
employment. In some instances benefits are withheld, while in other cases the-
beneficiary never files snotnbly in the case of mother’s benefits for families where-
there are sufficient children to obtaln the maximum or near-maximum benefit.
anyhow). In developing the cost estimates, there have been estimated the total
number of beneficiaries eligible to file. Then reduction factors are a§>p]ted to-
allow both for those whose benefits are withheld because of work and for thosoe
who do not fle for beneﬁtf because of tho maximum provisions or because they
intend to work continiusly and thys cannot draw benefits anyhow. The table
below indicatea for the ultimate situation (several decades hence) the percentages
of the potential beneficiaries who are assumed to be actually in current payment.
status for the three important categories of survivor beneficiaries:

R Low employment | High employment
Beneficlary oategory 3

Low High Low High
Percend Pereent
" 87 n in”_
[ ] %8 ] (43
» 98 0 [ 3
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(16) Alternative receipt of benefils

An important cost clement several decades hence, although not very important
currently, {s tho provislon that women may not receive full old-age benefits in
their own right and full wife’s or widow’s benefits, In offect, in such cases the
larger of the two benefits is payable.  As a practical matter, it {s t» the advantage
of the woman to claim the full primary benefit aud to obtain any additional
wifo's or widow’s henefit as a supplement since tho latter may bo suspended for a
number of reasons not applicable to tho former (namely, employment of the hus-
band, divorce, remarriage, etc.). For this reason ft has been ‘assumed fn these
cost estimates, that all women cligible for old-age benefits file therefor, even though
qualified for a largor wife's or widow’s benelit. It is assumed they receive the
excess of such benefits over their old-age benofits as a supplement.

Basod on claiins data with certain modifications to allow for changes in future
distributions, estimates have been made as to the svroportlons of the cases in
which the female old-age beuefit would be smaller than the widow's benefit or
tho wife's benefit, and for such cases what the averago excess over the primary
bonefit would be.  The number of women qualificd for both old-age benefits and
wife's or widow’s benefits has been estimated from the number of female old-age
beneficiaries distributed by marital status, using the assumption that the probahil-
ity of being etigible for benefits on the basis of the woman’s own earnings and on the
basisof her hushand’s earnings was the sameo as tho probability of a woman of that
sanic marital status in the total population being an old-age beneficiary. For
instance, for a certain year if the married female old-age beneficlaries represent
25 pereont of the married aged female population, then it is assumned that 25
percent of the aged wives of male old-age beneficiaries (in current payment status)
are old-age benoficiarics, or in other words that 75 percent of such wives are not
old-agoe bencficiarles in their own right but aolelly wife beneficiaries.

Combining the various above assumptions, it is then possible to obtain the
number of women who are solely wife or widow beneficiaries and the number of
women who are cligible for both old-age benefits and wife's or widow’s bencefits.
Tho latter category is further subdivided into those with larger wife’s or widow’s
gcenegfs and thus cligible to receive supplementary paymeats over their old-age

nefits,

{17) Adjustment faclors for average benefils

In computing average benefits on the basis of the assumed average wages,
goportions of quarters covered, and rroportions of years employed, it is necessary

make an adjustment in the resulting figures because of the weighted nature
of the benefit formula. Thus, for a given wage distribution the true average
benefit will generally be smaller than the benefit based on the average wage.
‘The amount of the differential depends on & number of factors such as the distri-
bution of the wages, the varyving lengths of time in covered employment, and the
minimum and maximum benefit provisions.

Another element necessitating modification of average benefits is the differential
in wages by marital status, Thus, married men on the average have higher
wages than other men so that the average primary insurance amount used for
monthly survivor benefits should be adjusted upward. Also adjustments are
necessary in the various supplementary and survivor benefits to allow for the
effeot of the minimum and maximum provisions, The lump-sum death payment,
when reccived by other than the spouse, will sometimes be less than three times
the primary insurance amount since such payment cannot be more than actual
burial expenses, and thus an adjustment factor should be introduced. Still
another modification which should be brought in is to allow for the lower average
wages of those dying, in part bly because of lower economic status on the
average and in ?Art because of the effect of the last illness in reducing the average
w-go; such modification is of significance chiefly only in the carly years of operation,
;“t' ‘xlough it may have some sizable effect even in later years for deaths of young

Athers.

The necessary modification factors for the elements discussed in the previous
paragraph have all been develoged on the basis of actual past claims experience,
with an informed guess as to the future troend of such elements.

(18) Administrative expenses

In carrying forward the progress of the trust fund, it is essential to take account
of the relatively small item of administrative cost since such outfn {n the long run
hasa a!ﬁulﬂuni cumulative cffect. After study of the various clements involved,
it is believed desirable to base the assumed administrative cost on two factors—

¢ e qetry o

v .



170 SOCIAL SECURITY AMENDMENTS OF 1054

payroll and total monthly benefit payments., The estimated a/dministrative ex-
penses fur a given year were obtained from the following relationships:
Tow-cost estimate— $5 per monthly beneficiary plus 0.40 pereent of taxable

payroll;
ﬁ h-cost estimate— $7 per monthly beneficiary plus0.45 percent of taxahle

payroll,
The application of these assumptions produces estimated annual administrative
expenses of $76 to $101 million for the present time (as comparod with actual
expenses of $92 million {n 1953) and of $172 to $268 million half a century hence
when benefit rolls will have expanded greatly. On this basis, ultimately the esti-
mated administrative costs represent about 14 percent of benefit disbursements.

(18) Tazable payroll versus creditable payroll

The previous discussion as to wages and payroll dealt solely with crortited wages
which are used {n determining benefits, However, the effective payroll on which
contributions are basea {3 s famlv hiﬁher because of the provision that wages
earnort fn a year in excess of $3,600 when from several cmployers (with no more
than $3,600 from any 1 employer} are subject to contributions but are not credited
toward benefits. In such cases the employee contributions for wages in excess
of $3,600 are refundable, but those from the employers are not. Study of the actual
data for 1940-50 indicates 1hat under both the low-cinployment aud high-
employment assumptions the eXective taxable payroll taking into accounc 1efunds
13 about 1.2 percent -higher than vi. czedited payroll. These factors have been
applied to the credited payroll to yield the taxable payroll.

(#0) Trust fund

In the progress of the trust fund the contributions were obtained by multiplying
the effective taxable pa‘x;rolla by the combined employer-employce contribution
rate and then reducing this amount by 2.3 percent to allow for loss of income due
to the self-employed paying only three-fourths of this rate. In effect, it was
assumed that 9.3 percent of the total covered payroll is in respect to the self-

employed,
’Fheytrust fund at the end of 1952 was $18,102 million which includes an esti-
mated $750 million the Railroad Retirement Account owes the trust fund.

C. REBULTS OF COST ESTIMATES UNDER LEVEL WAGE ASSUMPTION

Table 7 shows the estimated monthly beneficiaries age 85 and over in current
yment statua for the four serles of estimates, and also the actual data for 1950
(without any allowance for the effect of the railroad retirement coverage, see
page 2). Fifty years hence such beneficlaries are shown to increase from the
present level of nearly 4 million to a range of from 18 to 24 million. At that time
male old-age benefloiaries ﬁretlred workers) are shown to make up about 40 per-
oent of the total, female old-age benefloiaries about 30 to 35 percent, wife bene-
ficlaries not eligible for old-age benefits about 10 percent, widow beneficiarics
ng: etllqlihle fortold-age benefits about 15 to 20 percent, and parent beneficiaries
about ¥ percent.

Tab?e 8 relates the estimated total monthly beneficiaries age 65 and over as
showa {n table 7 to the total aged population by sex. Whereas at the present time
close to 40 percent of all afed men and 30 percent of all aged women are actually
drawing benefits, eventually this proportion will range from 85 to 80 percent for
men and 70 to 90 peroent for women,

Table 9 relates the estimated old-age beneflolaries in current payment status
to the aged insured population. At the present time, over 60 percent of the male
insured and 75 percent of the female insured are on the benefit rolls as old-age

- beneficiaries. timately it is estimated that from 80 to 90 percent of the male
insured and 80 to 97 percent of the female {nsured will be on the rolls as old-age

. benefic! .

%‘sble 10 shows for various yesrs-in the future the esuimated monthly bene-
ficlaries under 85 in current payment status for tho four estimates, as well as
. the actual data for 1950-52 (again without allowance for the railroad retirement
coverage). All categories show a deocided increase in future years except child
survivor beneficiarles under the high-cost assumptions;ithis category remains
relatively lovel after 1955 due to the lower mortality assumption, which means
fewer survivor children created. Table 10 also gives the estimated lump-sum
‘death ents, which for all four estimates increase ateadily as the insured
-population grows and becomes older on the average, "

]
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Table 11 shows tho estimated possible amount of overlapping for female bene-
ficiarics as between old-age benefits and wife's or widow’s benefits.  In the carly
years there are not many cases of overlapping since relatively few of the current
married, older women work sufficiently in covered cryployment to become insured
for old-age benefits, However, in later years many marricd women ago 65 and
over will possess insurced status for old-age benefits on account of employment at
the younger ages, cither before or shortly after marriage. Likewise, eventually
many widows will qualify for oki-afzc benefits by reason of employment while
singlo or after the death of their husbands,

Ultimately about 20 to 25 pereent of the female old-age beneficiaries (as in
table 7) arc cstimated to be also qualified for wife's benefits.  However, since the
wifo'’s benefit is only 50 percent of the hushand’s old-age benefit, in onéy about
one-fo[ml"th of such cases is the wife’s benefit larger than the old-age benefit in her
own right.

Ultimately about 40 to 65 percent of the female old-age beneficiaries are esti-
mated as also qualified for widow’s benefits, Sinco the widow’s benefit is 75
percent of the husband’s old-age benefit, a relatively large proportion of such
women (about onc-half) have a larger widow’s benefit than old-age benefit in
own right. It should be emphasized again that these figures are particularly
subject to fluctuations and uncertainty,

ablo 12 indicates the estimated average annual benefits in current payment
status for old-age beneficiarics and their dependents,  Also shown are the addi-
tional wife's average bencefits payable for those women who receive a full old-age
benefit which is smaller than the full wife's benefit otherwise payable.  In all
instances for men the average benefit payment shows a ﬁradual rise. Because
of the assumptions of more steady employment under the high-ciiployment csti-
mates, the eventual average benefits are somewhat higher than for the low-cm-
ployment assumption estiinates. For a particular employment axsumption the
averages tend to be slightly higher under the low-cost assumptions than under the
high-cost assumptions; in general, this occurs because the high-cost assumptions
assume a greater proportion insured, and thus spreading the total covered wages
among moroe persons results in lower average benefits,

Table 13 shows estimated avcrage benefits in regard to survivors and lump-sum
death payments. The same general differences as between the various estiinates
hold true here as in table 12.

Table 14 summarizes the estimated benefit payments, along with the actual
data for the years 1050~52. ‘The benefit payments increase from tho level of
about $2.3 billion in 1952 to $12 to $16 billion in the year 2000. Old-age benefits
constitute from 65 to 75 percent of the totsl benefit paymenta in the year 2000,
with the other benefits for those age 65 and over making up all but about 8 percent
of the total. This contrasts with the actual 1952 data in which old-age benefits
were 61 percent, other benefits for those age 65 and over were 18 percent, and
younger survivor and lump-sum death benefits were 21 percent.

Charts 1 and 2 present graphically for the high-employment and low-cmploy-
ment assumptions, respectively, the trend of the actual and estimated benefit
costs from 1937 on, along with the contribution rates specified in the law. Under
the low-cost examples, bonefit costs are roughly the same as the contribution rate
in all years although under high-employinent assumptions benefits are below
contributions for the first 30 years. On the other hand, under the high-cost
examples, the benefit costs exceed the contribution rate after 1070 for tho low-
employment assumptions and 1975 for the high-employment assumptions.
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Tables 15a and 15b relate the ostimated benefits to taxable payroll for the low-
employment and hl{;h«employment mumgtions respectively. The total cost for
the ultimate condition (from the year 2020 on) ranges from 7.6 to 12.1 percent of

yroll for the low-employment assumptfon and from 6.9 to 10.9 percent for the

employment assumptions. /
! ,
! ! N
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In addition to the figures for the low-cost and high-cost ertimates, there have
been developed intermediate cost estimates which are merely an average of the
low-cost and high-cost cstimates and are not intended to reprosent * most probable’’
figures. Rathor, they have been set down as a convenient and readily available
single set of figures to be used for comparative purposes.

Furthermore, since the Congress has adopted the principle of establishing in
the law a contribution schedule designed to make the system self-supporting, it
was necossary at the time the legisiation was enacted to select a ringle sct of esti-
mates as the basis for the contribution schedule. ‘The intermediate estitnate was
used for this purpose. ' Quite obviously any apecific schedule may require modis
fication in the light of expericnce, but the establishment of the schedule in the
law does make clear the congressional intent that the system bo self-supporting.
Further, exact self-support cannot be obtained from a specific set of integral or
rounded fractional rates, but rather this principle of self-support was aimed at as
closely as possible by the Congress in 1950 when it developed tho tax schedule in
the law, and again in 1952 when further amendments were made,

The low-cost and high-cost estimates result from two carcfully considered
series of assumptions. The intermediate-cost estimate represents an average of
the low-coet and high-cost estlimates of beneficiaries, benefit disburseinents, and
total taxable payroll. Tho corresponding estimates of benefits relative to payroll
are developed from these dollar figures,

Another concept of long-range cost is the level-premium contribution rate
required to support the system into per‘[’aeluity based on discounting at interest
and assuning that henefit payments and taxable payrolls remain level after the
year 2050 (actually tho relationship between benefits and payroll is virtually
constant after about 2020). If such a tevel rate were adopted, relatively large
accurnulations in the trust fund would result, and in consequence also sizable
eventual income from interest. Even though such a method of financing is not
followed, this concept may nevertheless be used as & convenient measure of long-
range costs. In one respect this is a better cost concept since it takes into account
the hesve' deferred load althou%l;, on tho other hand, some may feel it unrealistic
because it deals with periods ond the year 2050, and also it is dubious te
assume a leveling off or stabilization at any time.

Table 16 deals with level-premium costs of the benefits in perpetuity by further
taking into account administrative expenses and the accumulated fund on hand
at the end of 1952. The resulting nct cost level-premium would, if actual ex-
perience i3 the same as the particular estimate, be the level contribution rate
payable both by the sclf-emplored and by the employer and employce combined,
which if in effect hereafter would result in an exactly self-supporting system; then
funds accumulating at interest would supply income eventually sufficient to offset
the excess of benefit payments over contributions. The adjusted net cost level-

remium shown is the corresponding figure for the level contribution rate payable

y the employer and employee combined, with the sclf-cmployed paying only
three-fourths of this rate. 'The resulting figures are shown for four interest
rates—2 percent (the rate used in the previous cost estimates of Actuarial Study
No. 23), 214 percent (close to tho rate of 2.3 percent on investments in the trust
fund as of June 30, 1953, and also the rate used in the cost estimates made for the
1952 amendments when they were being considered by Congress), 214 percent,
and 23 percent. The current rate on new investments in special issues is 25{

reent, and in fact In July 1953 all investments in tho trust fund will carry at
east this rate Safter the funds from special certificates of indebtedness falling due
Junc 30 are reinvested in new special certificatcs).

At 2} percent interest the adjusted new cost level-premium ranges from 6.5
to 8.6 percent of E&ymll for the low-employment assumptions and from 5.8 to
7.8 percent for the high-employment assumptions. In other words, for the

resent system a level employer-employee contribution rate (sclf-employed pay-
ng three-fourths of as little as 5{\4 percent might be sufficlent or, on the other
hand, a rate of 8% percent might be neccssary under adverse circumstances.
Using a higher interest rate naturally results fn somewhat lower costs and vice
versa. A differential of one-half of 1 percent in the interest rate has a net effect
on the level-premium of about one-third of 1 percent of payroll under the low-cost
wsumpﬁons and of about one-half of 1 percent of payroll under the high-cost
assumptions.

Table 16 also shows tha level-preinivim equivalents of th:dpresent contributions
based on the graded schedule now in the law (as established by the 1950 amend-
ments), These figures are on a comparable basis with the adjusted net cost level-
premium figures for benefita and show the relative sufficiency (or insufficiency)
of the contribution schedule.

« Cueem e o
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Tables 17a and 17b present the estimated progress of the trust fund at 2} per-
cent interest under the contribution schedule In present law. Under the high-
emflogment, low-cost estimate the fund continues to grow in the future reachin
$315 billion in the 3'mr 2050. However, under the other estimates the fun:
Erows for a time and then declines until it is eventually exahusted. Under the

igh-employment, high-oost estimate the fund reaches a peak in 1978 of $41 billion
and {s exhausted In 1097. Under the low-employment, low-cost assumptions the
fund reaches a peak of $45 billion in 1985 and i3 exhausted in 2028. Under the
low-employment, high-cost assumptions the fund reaches a peak of $20 billion in
i957, remains slightly below this level for the next 16 years, and is exhausted in

Tables 17¢ and 17d give the estimated progress of the trust fund under the con-
tribution schedule in present law but using 23 percent interest. As would be
anticipated, the fund grows to a larger size than under the 2} percent interest
assumption, and any exhaustion date comes later.

The level rate equivalent to the graded contribution schedule shown in table 16
is greater than the net cost only for the high-emplo(i/ment, low-cost assumption.
Thus it would be anticipated that the trust fund would continue to grow only under
this assumption and would be ultimately exhausted under the other assumptions.

Tables 18a and 18b show the progress of the trust fund, based on 2} and 23
percent interest, under a 3 percent level employer-employee contribution rate (in
contrast with tables 17 which were on the basis of the present contribution sched-
ulet)i . In between these two contribution schedules there are numerous alter-
natives.

Tables 19a and 19b show for low and high emplolyment assumptions respectively
the progress of the trust fund based on 2).} reent interest and a level dontribution
rate that would be just sufficient to pay the benefits and administrative expenses
in the future. It was assumed in the cost estimates that benefit disbursements
and -contributions would be the same after the year 2050 as in the year 2050. It
was also assumed for the purpose of these tables that the contribution rate would
be just sufficient to pay benefits in the future (after 1952). Such rate is, of course,
the appropriate adjusted net cost figure from table 16. Thus, it follows that
the fund will reach its peak in the year 2050 and that the fund then will be of such
size that the interest earnings plus the contributions will equal the benefit pay-
ments glus administrative expenses in the year 2050 (i. o., the interest earnings will
equal the negative net income) and thereafter.

D. ACCRUED LIABILITY UNDER OAg!

Accrued liability is the dollar amount necessary as of a given date to pay in the
future all accrued benefits if the system should then terminate. Thus the value
of this acorued liability will vary, depending on the intent as to what benefit
rights will be recognized if the system should terminate. When a system is set
up specifying a contribution rate which, in the early years, is more than necessary
to pay the benefits, then a trust fund is developed form this excess, which repre-
sents the funded portion of the accrued liability.

If the “intent”, under the system were only to continue payments to all of the
beneficiary rolls (see actuarial study No. 35 which presents actuarial analysis under
this conoept), then the acerued Hability (present value of henefits on the rolls} at
the end of 1953 is $23 billion, of which $19 billion is funded (the then trust fund).
Table 20 shows for a 2} percent interest rate a comparison of the estimated trust
fund in future years with the estimated present value of benefits in current pay-
ment status; these present values are based on 1939-41 mortality rather than the
fmproving, generation mortality used in the cost estimates and are thus definitely
understatements, For the next 50 years, by coincidence, in the low-cost estimate
the present value of the benefits on the roll is roughly the same as the balance in
the fund. For the other two estimates, such present values always exceed the
trust fund. By the year 2050 the present value of benefits on the rolls will be
about $180 billion, while the trust fund at that time will be exhausted on the
intermediate-cost basis. g

If the intent were not only to pay all beneficiaries in current payment status
but also to make 'proportional payments to all others who haye contributed, then
ithefw:lrude;d liability at the present time is about $200 billion, of which $18 biltion
s funde:

Under this latter concept, accrued liability may be expressed as the excess of
the present value of all future benefit payments over the normal cost of those
benefits, where the normal coat is the average cost for nejv entrants. For the
high-employment intermediate cost estimate, table 21a shows this normal cost

]
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(using 2% percent interest) to be 4.42 percent, while the total cost is 6,80 percent
of which 0.22 pereent is payable from interest on the funded portion of this ac-
crued liability (present trust fund), leaving a net cost of 6.58 ‘percent of payroll
‘(:ee t'able 16). Corresponding figures are shown in table 21b for 2% pereent in-
rest.
E. THE EFFECT OF AN INCREABING WAGE ASSUMPTION

A factor mentioned earlier, but not used in the actuarial projections, is the
trend, exhibited in the past, of an irregular but upward movement in earnings,
both on a dollar basis and in the form of real wages, If this secular trend con-
tinues, then—other things being e%ual—the curves of benefits and contributions
would both be more steeply ascending than shown. The upward changes in the
contribution curves, however, would be far more accentuated than would be such
changes in the benefit curves. There are several reasons for this, the important
one being that the benefit increase would be dampened because—

(1) The benefits are determined by the average monthly wage up to the
maximum of $300; 55 percent is applied to the first $100 thereof and 15 percent
to that part above $100. As average earnings incresse and as more persons
aﬂ;roach or reach the $300 maximum, a larger portion of such earnings falls in
that bracket of the benefit formula to which the 15 percent rather than the 55-
percent rate applies. Thus benefits are smaller in relation to earnings, and
consequently in relation to contributions.

(2) Any year's contributions are substantially based on the covered earnings
of that year, while any year’s benefits in force are based on weighted composite
earnings of all previous years in which the insured persons on whose account
the benefits are paid worked in covered employment, thus including—in far
distant future years—earnings of as much as 60 years previously.

The assumption of steadily rising eaminﬁaln conjunction with an unamended
benefit formula would have an important ring-in co-sidering the long-range
cost of the program. With such an assumption, the futu:e rise in earnings would
seem to offer significant financial help in the ﬁnnncing of benefits because con-
tributions at & fixed percentage rate would increase steadily relative to benefit
disbursements; but the benefits paid to beneficiarles would steadily diminish
in relation to current earnings levels, In such a case, offsetting this apparent
savings in oost, it is likely that from the long-range point of view the present
benefit formula wou!d not be maintained. Rather, revisions would probably be
made by the Congress (Perhaps with some delayf which would make average
benefits as adequate relative to the then-existlng earnings level as average benefits
under the present formula are in relation to the level prevailing when the 1952
amendments were enacted.

In rovising the benefit schedule fo conform with the altered earnings level, the
changed cost and contribution picture would have to be considered. This is
cspecially o as to changes resulting from the faet that benefits would be based
on earnings prevailing at the time of such change and thereafter, while the aceumu-
lated trust fund at that time would have de-eloped from contributions on the
lower earnings prevailing during tho past. The fund thus would not play as
important a role in financing the program as would have been the. case.if the
earnings level had not. ehanged. Accordingly, becanse of the diminution of the
value of the existing fund toward financing of the program, the level-premium
cost of the program would be increased if the benefit level were adjusted in exact
{)ropori ion with the increase in the earnings level, For small rates of increase in

he earnings level the inerease in cost may te partially counterbalanced by the

timelag which would undoubtedly occur between the rise in earnings level and
the amendment of the benefit provisions. However, for large rates of increase
in earnings levels (i. c., for rates equal to or in excess of the assumed valuation
interest rate), the level-premium cost would be the ultimate cost, since the fund
would ultimately not play any role in the financing of the henefits,

In addition to excluding the assumption of increasing wages in the future, the
detailed cost estimates given have avoided dealing with various other important
secular trends. These have diverse effects on costs which cannot now be ade-
quately extraro!ated into the future. One iflustration is the lengthening of the
period of childhood or preparation for work. Another possibility is a drastic
chango in the average age of retirement, cither to a considerably lower effective
age s0 that practically all persons would retire at the minimum age of 65, or
conversely to a higher effective age under circumstances of greatly improved
health conditions combined with good employ ment opportunities, such that fow
would retire before age 70 or cven 75.
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¥. COMPARISON WITH PREVIOUS ESTIMATES

The cost estimates used as the basis for the 1950 and 1952 amondments were
in effect, based on the assumptions develo?ed for Actuarial smd{ No. 23 in 1946
with three exceptions: First, the cost estimates based on the low-employment.
assumptions were discontinued because by 1948 these assumptions seemed unreal-
istic; second, modifications in the earnings &ssumgtions were made from time to
time; and, third, the interest assumptions were changed {n the estimate for the
1952 amendments.

In the previous cost estimates ({vrepared from 1938 on) it had always been
assumed that the system would mature in the year 2000 or, in other words, that
benefit payments and contributions would be level thercafter. In the new cost
estimates, an alternative assumption i3 made by maturing any trends, such as
mortality, in the year 2000 but going on with the estimates for another 50 f'eam.,
In one sense, this seems necessary because we know that the aged population
itself cannot mature by the year 2000. The reason for this is that the number of
births in the 1930's was very low as compared with those since then, and, as a
result, there is a dip in the relative pmortion of the aged from 1995 to about
2010, which, in {tself, would be reflected in OASI benefit costs for that period.
Accordingly, the year 2000 is by no means a typical ultimate year.

Table 22 compares benefit costs related to payroll for the previous estimate and’
for current estimate. One important point to observe is that in the next 10 to
20 fears the current estimate shows considerably higher cost than the previous one;
in large part, this arises because the previous estimates did not take sufficient
account of the very sizable effect of the new start insured-status provision in the-
1950 amendments, especially as it would affect ;crsons in their fifties (although
the estimate of the number of new eligibles age 65 and over was reasonably close).

Co ng the year-by-year figures, those for the low-cost estimate under the
ourrent estimate are M%ter than in the previous estimate by close to 1 percent of
Pa{rou up to 1990 and by somewhat more than one-half of 1 rercent of payroll
n the year 2000. Under the high-cost estimate, the current estimate is somewhat
higher through 1070 but lower thereafter. As a result, the intermedirte-coat
estimate under the current estimate is somewhat higher than the previous estimate
lt:;p through 1990 but for the year 2000 is almost one-holf of 1 percen} of payroll

wer. .
The ultimate cost for the new cost estimates is reached in about the year 2025
at roughly 7 percent of payroll for the low-cost estimate, 11 percent for ihe high-
oost estimate, and 8% percent for the intermediate-cost estimate. Each of these
figures is about 1 percent of payroll hlﬁrer than the corresponding figure for the
year 2000 in the rrevious estimates, which assumed level conditions after 2000.
Next, considering leveligteminm costs, if it s assumed that benefits and con-
tributions are level after the year 2000, as assumed rreviously, the intermediate
figure is 6.09 percent, or about one-fourth percent of payroll higher than in the
previous estimate. This figure, however, is increased by about one-half percent
of payroll, if the increasing trend likely beyond the year 2000 is taken into account,
'able 23 compares benefit costs related to payroll for various years for all of
the major lon&-ranse cost estimates that have been made in regard to the program,
beginning with the 1935 act and for each of the major amendments thereto. It
is not appropriate to compare level-premium costs because of several factors
such as different interest rates, different assumptions as to when maturity would
occur, and the different time elements involved. In regard to the latter point,
the level-premium ocost in a given estimate for a particular plan will shift over the
oourse of time if a graded contribution schedule is involved. Thus, for instance,
consider a plan beginning in 1937 and remaining unchanged thercafter, with the
experience exactly following the cost assumptions originally used. Under such
olrcumstances, if the level-premium cost were 5 percent at the inception of the
plan, and if a graded-contribution schedule beginning at 2 percent and running
up to 6 percent over a period of years wero estatlished such as to be cquivalent
to the level rate of 5 percent, then the level-premjum cost determined in later
i‘eus would be higher than 5 percent because this amount had not been collected
the early years of operation. In fact, ultimately the level-premium cost would
be 6 percent of payroll (by the time the contribution schedule reached 6 percent).
In table 23 no figures are shown after 1980 for the earliest estimates, and after
2000 for all but the most recent estimates. In those instances, the cost was
assumet to level off after that point.
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In 1855, the current cstimates indicate a cost of roughly 3 to 3% percent of
payroll. By ecoincidence this is approximately the samne range as was indicated
i the original cost estimates f0F the 1935 act and well below the 4?4 to 5'¢ pereent
range shown for the 1939 amendments in the estiinates made at the time of their
enactment., Subsequent 1955 estimates made for the 1939 act show lower eosts
than these, as do also the corresponding estimates for the 1950 and 1952 amend-
ments made at the timo of their cnactment,

As to ultimate costs, the current estimates for the present act indicate a range
from about 7 pereent for the low-cost estimate to 11-12 percent for the high-cost
estimate. This is well below the range shown in the original estimates for the
1935 act, namely, somewhat over 9 percent to somewhat over 13 pereent. These
ultimate costs for the present system aecording to the current cestimates aro,
however, at roughly the same level as most of the other cost estimates made at
various times.

TawLe L-—Extimated United Stales population in fulure years
[Figures in millions of persons}
ACTUAL CENSUS DATA?

Calond Aged 20 to 64 Aged 65 and over Allages

year

y Men | Women | Total Men | Women | Total Men | Women [ Total
1050...cn. “ 4 so ] 7 12 ” ™ 158

PROJECTION FOR LOW-COST ASSUMPTIONS

40 43 05 7 8 13 88 m
82 ) 106 8 10 L 94 06 100
58 0 n7 9 13 22 03 20
62 62 128 11 15 25 13 115 P oad
70 9 139 1 15 2 123 125 88
83 1060 16 20 30 153 153
104 102 200 19 23 42 180 183 3t

PROJECTION FOR HIGII-COST ASSUMPTIONS

4 48 95 7 8 15 88 87 173
53 M 107 8 10 19 91 23 184
8 59 118 10 ¥] 24 07 100 197
W 59 ne 12 15 27 108 105 207
64 63 ol 12 16 a8 il 108 218
o] 64 130 18 21 39 116 116 232
69 .67 136 18 2t 3 120 "e 239

¥ These data relate to the tota) United States and not merely to the continental United States.
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TABLE 2-A.— Assumed ratios of persona under age 05 with wage credits in year to

total populalion in age group (percent)

MALES
Low employment 1ligh etployment
Age group
1938 1978 2000 1958 1978 2000

13 to 10. 45 44 445 00 (i3 o
WtoNM 80 -1} 80 8 13 80
3 to 2. 85 B a3 89 8y 1
Nto 3 ol ] bl 91 1 91
BtoW. 82 82 82 R9 R0 80
40to 44 8l 81 8t 8 88 3
48 10 49. ” a Il 85 o o]
30¢to 84 7 1 u bt ] 7 7

55 Lo 89. '} [ ] (] n ” ”
00 to 64. ] 5 ] 70 n

FEMALES

18¢to 10, 30 30 30 42 [ I3
NDto M. “ 48 48 84 [ (3
BtoW. 36 36 36 ? 4“ (1
2 to M. 35 3 35 40 42 ()
33 to 39. k<] 3 3 40 4 (1]
4to M. 3 3 31 39 40 (¥
43 ta §9. » 220 b n 40 41
80to 84. 23 » 3 3 3 30
58to0 80. x ] €« x N bid
60to6d... 13 15 15 x 2 <]

I

TaBik 2-B.—Assumed ratios of aged persons with wage credits in year to total

f
'

population in age group (percent)
MALES, LOW-COST ESTIMATE

Low employment High employment
Age group -
1088 1978 2000 1958 1978 2000
3 43 43 52 5 57
2 23 pX] 20 & 32
7 4 7 12 13 18
MALES, HIOH-COST ESTIMATE

3 | 4] 3 Ll 42 2
18 15 15 N 23 2
3 l 8 3 10 9 v

FEMALES, LOW.COST ESTIMATE
12 12 12 3] 18 ()
[ 5 8 1 8 1
2 2 2 ] H £

FEMALES, HIOH-COST ESTIMATE
8 8 8 1 12 "
3 3 3 4 L] [
1 1 1 1 ] 2
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TABLE 3.— Assumed percentage dumbul':ona of persona with wages in year by quarters
with wages

MALYS, LOW I"MI'LO\'MEN’I‘

Laqunrter| 3 (e "‘u,‘:‘:' ""'“" Totul
|
|
;

ters ters

Blobb o RN 2‘5 23 x
24 . . . 1% :‘4)

2 kY 1

10 08 1

[ ® 7% i

8 7 o ()]

7 7 80 )

7 7 L on

7 7 ol iy

8010 84 - 7 7 8 o)
7 [ » 00

6 to 64 B 10 7% 0)
03 to 69 I 10 12 [ o)
70 plus ) 12 14 62 00

FEMALES

15t019 . 24 24 ] 33 o)
2ito . 1 14 13 A3 (L]
Hlo2. . L] 15 15 82 Yl
Aio34.. 16 " 14 56 (L\]
33t030.. 15 13 18 &9 1o
40todd.. 13 u 13 a3 1o
451049, 12 n 12 %] (4
Ntodd. . 1 n n (] 00
B5to 89 . 12 10 12 [+ 1) 00
atosd.. 12 1 12 [.5) o
651069, " 12 17 a2 o
0to .. 14 10 1 [0 on
"plus . w 13 u 5 (L}
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TaBLE 4.—Assumed ratios of insured persona lo {olal populationt (percent)

MALES
Low employment High employment
Age group
1958 1973 2000 1953 1078 2000
18loto 10-10 10-10 10-10 13-13 13-13 13-13
0toH 60-85 60-85 70-70 o= 7070
Blo 2 ™v-83 70-80 85-89
30 to 34. 80-86 75-83 15-83 85-00 83-90 82-90
35 ¢0 39. 83-83 7583 75-83 80-90 80-00
s to ¢4, 82-84 75-83 75-83
to 49, 2 76-84 26-84 &1-83 £1-00 81-90
80 to 4. -8 77-85 76-83 &80 83-90 82-91
tod. 7378 78-8% 17-86 74-76 84-88 83-83
60 to 64. 70-73 78-87 7318 7 84-95
% to 09, 70-73 i 18-87 7378 8-82
to 4. 63-65 73 78-87 [ H-17 RS- 08
Wto M. 48-50 7 ™87 76
8010 84, 37-38 0-73 9-83 3843 7277 86-01
85 plus.. 0 68-7 -8t TO-15 82-58
FFMALES
18t019. 7-7 -7 7- 7 %9 10-10 1n-11
toM. 50-50 50-56 5737 59-39
to29. 43-48 4043 40-45 50-5% 50-53
toM. 35-40 5850 46~49 47-81
to 3. 52-5% 31-38 A3-38 5434 40-47 4149
8{:«... 3 440 4447 40-40 41-51
0. 4042 3543 43 42 41-32 43-84
S0toM... 37-19 37-4% 3044 3030 43-58
851030, 31-33 37-48 3748 3132 41-53 43-57
00t0 64 3744 37-50 44-58
63to 6. 371-52 23-24 35-42 41-59
7to 4. 15%-18 20-34 37-42 1317 0-38 43-89
Bto’. 8 2 3-8 [} 3 43-58
80to 84, s 3-8 23-27 31-83 &8 20-%) 41-88
83 plus.... vasass 22 19-21 3644 -2 21-23 3048

 Includes both those fully [nsured and those currently insured only. At older ages and in future years
Iatter category ls relatively negligible,
Nore.—Rangs shown ls for Jow-cost and high-cost estimates, respectively,
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Taury 5.—FEstimated persons with wage credits, tolal credited wages, and average
creditable wages

ACTUAT DATA

Forsons wl(!‘h wnge m;ms in T«i}ﬂ .
ear (In millions crodit .

Culendor yonr o y wages In A\‘v vrage

i (In 4ge

Malos | Femanles [ Total illiony)

(&} ® 8.0 $u0 2,017

, LOW-COST ASSUMPTIONS

LOW.-EMPLOY
1953 . 3n.6 16.9 50,8 $113.8 $2, 008
1000, . . . a1 17.6 .7 ura , 000
W80 .. . 5.2 21.8 728 145.7 2,000
AN e sa 6.7 ™7 a4 174.9 2,001
2030. . . . e il 3.7 120.8 200.3 , 008
Y e L
LOW-EMPLOYMENT, HIOILCOST ASSUMPTIONR
30.1 18,7 58.8 $112.2 $2,000
0.5 17.4 58.0 16.0 2,001
49.8 2.7 06 142.2 2,018
.y 22.4 7.6 1.9 2,020
M8 8.0 8.4 169.0 2,02

SRUMPTIONS

HIGH-EMPLOYMENT, LOW.COSRT

13.6