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cipal concerns in the machinery business in the country, but we have
found in endeavoring to secure orders to keep ourselves alive that our
customers say that they need this equipment, they would like to
purchase it, but they are fearful of their ability to do so because of
their inability to determine what their taxes will be in the future.

I want to further say in this connection that unless there is a turn
in the tide in this direction, this small concern will be obliged to fold
up, primarily because of the burden of taxation which it is already
carrying. It exists today primarily through the sufference of our
local tax collector. He could at any time close us up.

Testimony already in your records, | understand, emphasizes the
actuarial deficiencies of these plans on the basis of our present experi-
ence. That testimony merits the closest study of the committee
before a bill is reported out. Some of the actuarial witnesses were
from the State of Connecticut, which houses the most renowned
masters of actuarial science in the United States, and their testimony
on a phase of this subject on which they are professionally competent
to pass judgment is of far greater significance than seems to have been
attached to it thus far. In connection with unemployment compensa-
tion, they spoke from personal knowledge of the lack of experience
tables on which to base remedial legislation. In connection with
old age pensions—and this | think is highly important-they pointed
out among other things that the population of the United States is
rapidly approaching a static condition and that the percentage of
older people in the population will tend to be appreciably higher.

On behalf of the group which I represent, therefore, | respectfully
urge that, instead of saddling us with this staggering additional burden
you give consideration to the wisdom of creating an executive com-
mission to coordinate Federal, State, and local studies in the field of
social security to determine accurately both the extent of the need and
the feasibility of suggested remedies before legislation is attempted.

The Cqairwvan. Is that all you have?

Mr. WeBsTER.  That is all unless the committee has some questions.

(No response.)

The CHairven. Thank you very much. The next witness is Paul
Kellogg.

STATEMENT OF' PAUL KELL EDI TOR THE SURVEY AND
SURVEY GRAPHI C, AND VI CE CHAI RVAN ADVI SCRY COUNCI L,
COW TTEE ON ECONOM C SECURI TY, NEW YORK, N. Y.

Mr. KeLLoce. | should like first to take a moment of your time to
tell you how I regard this committee and its work.

You will remember the recent collision off the Jersey coast, when
the Mohawk went down, and 45 lives were lost-seamen and pas-
sengers. A fortnight ago, the newspaper carried headlines that told
that while suits for a million dollars were inprospect against the
company, the owners held that their total liability to everybody
concerned was not over $10,000. That was like digging up the
thigh bone of a mastodon in your back yard. It harks back to the
old laws of the sea that go back to sailing ships, before we had our
modern notions of corporate responsibility toward workers and
passengers. That old law had it that survivors could get damages up
to the value of the wreck, if any. There wasn't any wreck in this
case, only the lifeboats that got to shore.
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I remember in the case of another great disaster, publishing in the
Survey an article on this ancient network of maritime law, written by
an expert who has since become the head of a great life-insurance
company, and the title we put over it was “Ships and Sealing Wax.”

Yet after all, until 25 years ago we were equally backward with
respect to the hazards of accidents on the land. Our employers’
liability laws that were supposed to give protection to workers in
great plants, with molten metals and chemicals and voltages and
tremendous machines against which human flesh and blood were
pitted, went back to the old master-and-servant rulings of bewigged
English judges of 200 years ago, who figured out whether the squire
should be held responsible if the maid put damp sheets on the ‘osler’s
bed and the ‘ostler took pneumonia and died of it.

Now all that is changed for the better. State after State has
adopted workmen’s compensation laws, which tackle these new risks
of work in a new way; put a tax on the employer, who puts it on price,
and all of us pay a bit when we buy a ton of coal or a car or sack of
flour, for the human wear and tear that goes into the things we
consume.

Our factories and mills and mines come under a rule of security
that has not reached our ships. And employers, employees, and the
public the country over know that it is the sound, decent thing to do
and would not go back to the old ways.

And so we come to this greater and more devastating hazard you
are considering today, this hazard of broken work and broken earn-
ings, and how to bring the principles of insurance and collective cover-
age to bear, so that we shall not let our people down; so that the whole
burden of lost wages shall not fall like a ton of brick on the wage-
earner’'s household, breaking the back of it. If we cannot supply
~steady work in our modern industrial life, we should at least supply
some security of income to the people we call together to do the work.
We should do it in their interests and the interests of the rest of us,
if purchasing power is to be stabilized.

If a group of engineers and physicists in a laboratory were working
on some new motive power that would revolutionize production, the
world would get the drama of what they are about. The President
and his associates have essentially been at a kindred task in drafting
the administration’s program of social security. You, in turn, are a
group of statesmen, holding open court to employers, labor leaders,
economists, social workers, and the rest. You, too, are just as essenti-
ally engaged in a process of discovery, only here and now it is a social
invention you are handling, one of a whole series of social inventions
through which human beings are trying to adjust themselves to the
industrial changes about us, so that life and livelihood may be secure
in the midst of them. Some day the public will wake up to the drama
of this thing you are doing; and meanwhile you, who are up to your
elbows in it, may now and then stand back and look at yourselves,
and catch the adventure of it, and be bold in what you are contriving
to protect the men, women, and children of America against these
hazards of our times, which the depression has driven home as never
before.

The depression has swelled this risk of unemployment and its
consequences to huge terms. Yet if we are to have progress and
change in our scheme of production, we are bound to lay people off
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in the course of them. Unemployment is a characteris tic of prc s-
perous times and a progressive industrial life. But unemployment
without security is as hoary an evil as irresponsible disasters at sea,
and we can do something about it if we will. We have been belated
in this country in doing anything about it in a long-run way. But
tha t is all the more reason to forge instrumentalities that will stand
up and are adequate now that we have put our hands to it.

For 20 years the fear of interstate competition has kept our States—
Wisconsin excepted-from passing unemploymet-insurance laws.
If the progressive manufacturers of Connecticut and the public of
Connecticut wanted to have an unemployment-compensation law,
under present conditions they would have to add to the cost of their
manufactured products and be at a disadvantage with Massachusetts
rend New York and the rest of the country.

I should like to hail the President, Secretary Perkins, Senator
Wagner, Congressman Lewis, Director Witte, Mr. Eliot, and all
those who have had a hand in plans to cut that knot. | have con-
structive criticisms to make of the Wagner-Lewis bill, but 1 want you
to write me clown as for the fundamental objective of this ground-
breaking legislation. Once its pay-roll tax provisions are passed,
no longer will progressive States .be so disadvantaged in their pro-
duction costs if they seek to protect their workers against unemploy-
ment. There is another great gain, and that is, with this dread of
unfair competition lifted, the national act can safely go further than
any State could contemplate going alone. It is because the measure
as drafted fails to go further that I level my first maior criticism.
Rather it is a recession from the original Wagner-Lewis bill before
the Senate last vear. That called for a 5-percent tax. This calls
for 3 percent, and the revenue therefrom is’ thoroughly inadequate
as the foundation for benefits, as | see it, to allow an adequate cover-
age of this risk.

Eight of the members of the Advisory Council, the chairman, the
vice chairman, the president of the National Federation of Settle-
ments, the president of the American Federation of Labor, and four
other labor members of the Council, took this stand in a supplemen-
tary statement to the Council's report. To increase the benefits, a
considerable minority of the Advisory Council voted-for 5 percent,
and a larger group tied the vote at 4 percent. In its report the
Committee on Economic Security presents actuarial tables which
give the maximum standards possible on such a s-percent tax base.
These are, first, after a worker is laid off, a 4 weeks’ waiting period
without benefit; then 15 weeks’ benefit at 50 percent of normal
wages-but in no case more than $15; thereafter, except for long-time
employees, nothing.

Now, when | challenged the length of benefit as the simplest test of
the adequacy of coverage, it was pointed out to me that these esti-
mates were made on the basis of taking the whole of the United States
as a pool. A State with relatively small unemployment might be
be able to lengthen them. But by that very token the State with
relatively high unemployment would have to cut them down, and we
might have States with 10 and 5 weeks’ benefit periods.

We had statistical estimates before us that even at 15 weeks, and
even in good times, over half of the unemployed workers listed in
unemployment censuses made in the post-war years would have
fallen outside the benefit period provided by the 3 percent base.


















