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¥9ra CoNGrEss } HOUSE OF REPRESENTATIVES { Rrerorr
2d Session {t No 2526

SOCIAL SECURITY ACT AMENDMENTS OF 1946

Jury 15, 1946.—Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed

Mr. DovugrToN of North Carolina, from the Committee on Ways and
Meaps, submitted the following

REPORT
{To accompany H. R. 7037}

The Committee on Ways and Means, to whom was referred the
bill (H. R. 7037) to amend the Social Security Act and the Internal
Revenue Code, and for other purposes, having considered the same,
report favorably thereon without amendmeat and recommend that

the bill do pass.
GENERAL STATEMENT
ScorE oF THE BILL

The scope of the bill is in general indicated by its five titles, which
are:
Title I—Social Security Taxes.
Title II—Benefits in Case of Deceased World War I Veterans.
Title IIT—Unemployment Compensation for Maritime Workers.
Title IV—Technical and Miscellaneous Provisions.
Title V—State Grants for Old-age Assistance, Aid to Dependent
Children, and Aid to the Blind.

Title I amends the Federal Insurance Contributions Act so as to
fix employer and employee contributions rates at 1 percent each, for
the calendar year 1947. It also repeals a section added to the Social
Security Act in 1943, authorizing the Congress to make any necessary
appropriations to the old-age and survivors insurance trust fund.

Title II amends the old-age and survivors insurance provisions
(title IT of the Social Security Act) by adding provisions with respect
to veterans who die within 3 years after discharge. In general, it
guarantees survivors of veterans within its purview the same old-age
and survivors insurance benefit rights they would have enjoyed had
the veteran died fully insured under_old-age and survivors insurance,

H. Rept. 2526, 79-2——1
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with $160 per month average wages and as many years of coverage as
the calendar years in whicﬁ he had military service after September
16, 1940.

Title IIT amends the Unemployment Compensation Tax Act so
as to include maritime employment, and authorizes the States, under
specified conditions, to subject maritime employment to State un-
employment compensation laws. As credits under regular State
coverage will not be effective for some time, the bill also provides
for benefits during a temporary period, ending June 30, 1949. During
this period unemployed seamen with Federal maritime service credit
because of service on vessels operated by the Maritime Commission
may receive unemployment compensation, using such credit for
benefits under unemployment-compensation laws. Additional costs
for paying these temporary benefits will be borne by the Federal

overnment.

Title IV contains an amendment extending title V of the Social
Security Act (child welfare) to the Virgin Islands. The remainder
of the provisions are in general technical changes facilitating pay-
ments and adjusting certain minor anomalies and inequities under
old-age and survivors insurance.

Title V makes temporary changes in old-age assistance, aid to the
blind, and aid to dependent children by lifting the ceiling of Federal
‘matching.

An explanation of the purposes, provisions, financial incidents, etc.,
of each of the above titles is given fater in this report. A section-by-
section analysis is also given.

INVESTIGATION OF THE SocCIAL SECURITY ACT

Pursuant to House Reselution 204, adopted on March 26, 1945,
the Committee on Ways and Means has made a comprehensive inves-
tigation of the Social Security Act. The technical staff employed to
review and report on operations under the act and problems of cov-
erage, benefits, and taxes related thereto, filed a comprehensive report
in January of this year, and extensive hearings have been held sub-
sequently.

s stated by the chairman on June 7, 1946, the concluding day of
the hearings: -

We began these hearings about the 25th of February; the committee has worked
with reasonable regularity from then until now. We have heard each and every
witness who has asked to appear, and this completes the calendar for today, and
unless there is'some reason advanced by some member, that we should continue
the hearings longer, the Chair will announce the hearings closed as of now.

The printed report of these hearings is 1,510 pages in length, and
covers the testimony of 157 witnesses who appeared before the com-
mittee, as well as statements of other witnesses. - .

As a result of the investigation and hearings, the Congress now has
available a body of information essential to making needed changes in
the various social security programs. The Committee on Ways and
Means is impressed, however, with the importance of careful and
painstaking consideration of many types of changes, such as fixing
an appropriate tax schedule, the extension of coverage under old-age
and survivors insurance, the benefit formulas, and the extension of
benefits, all of which are interrelated.
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Your committee has been faced with pressing matters, such as the
Phiiippine Trade Act, which required extended consideration and
necessarily interrupted consideration of social-security legislation.
Accordingly, thie time for considering and reportiog on social-security
legislation for immediate endctment by the Congress has been so
limited that consideration of various proposed basic changes could
not be undertaken at this time,

The bill is limited in scope and deals only with comparatively simple
and noncontroversial legislative changes which could be speedily
prepared by the committee and enacted by the Congress. The
provisions of the bill relating to old-age and survivors insurance tax
rates and also those relating to benefits for survivors of veterans and
to matching' ceilings for tﬁe three assistance programs are all for
temporary periods. It .is contéemplated that these matters will be
considered along with other proposals for permanent changes in the
program as early as practicable.

Purroses AND ErFecTs oF THE BILL
TITLE 1—SOCIAL-SECURITY TAXES

The purposes of this title are—
(1) To extend the present rates for employer and employee
contributions under the Federal Insurance Contributions Act for
a period of 1 year beginning January 1, 1947; and
(2) To repeal the provisions authorizing appropriations to the
old-age and survivors’ insurance trust fund. This provision was
enacted in 1943 in connection with the freezing of the contribu-
tion rates of employer and employee at 1 percent of covered wages.
Under the original act, the contribution rates would have advanced
to 1% percent in 1940 and by the 1939 amendments the 1-percent rate
was retained for an additional 3 years. Since 1942 the 1-percent rate
has been frozen for successive years, but in the absence of legislation
will advance to 2% percent January 1, 1947, and to 3 percent January
1, 1949. It would appear desirable that the present rate should be
continued a year pending decision as to various proposed basic changes
in the program.

TITLE II——BENEFITS IN CASE OF DECEASED WORLD WAR Il VETERANS

The purpose of this title is to bridge the gap in survivorship pro-
tection which a serviceman experiences when he shifts from wartime
military service to establishedp civilian employment. It undertakes
to do this by adding a new section to the Social Security Act, section
210, which provides survivors’ insurance protection for a period of
3 yoars following discharge from the armed forces to veterans who
were in active military or naval service of the United States after
September 16, 1940, and prior to the termination of World War II.

n general, an individual must fulfill one of two requirements in
order to be insured for survivors’ benefits under the old-age and
survivors insurance program. Either he must have worked in em-

loyment under the program for approximately half of the time elaps-
ing after 1936, or after age 21, and prior to the time of his death or
he must have worked in covered employment for one-half of the 3
years immediately preceding his death. ~ Since service in the armed
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forces is not credited for old-age and survivors insurance purposes,
many veterans upon discharge from service will have lost whatever
protection they may have acquired under the program or by reason
of their military service will have failed to gain the protection they
might otherwise have acquired. Moredver, in computing a veteran’s
“average monthly wage’” upon which old-age and survivors insurance
benefits are based, it i1s usually necessary under present law to include
in the computation the months in which the veteran was in. service,
even though wages are not credited for these months. Consequently,
even where the veteran does not lose his protection entirely by reason
of his military service, his average wage and the benefits based on it
will be reduced. )

After the veteran has been back in civilian life for a reasonable per-
iod, he can be expected to have gained or regained his insurance pro-
tection. It is thought that 3 years is a reasonable time within which
the veteran may be expected to acquire or reacquire old-age and sur-
vivors insurance protection since he need only work during one-half
of the 3 years immediately prior to death in order to have survivorship
protection. In consequence, this section provides survivorship
protection to the veteran’s family for 3 years after discharge from
service,

The amendment also provides for a minimum “average monthly
wage’’ for the veteran during the 3-year period. This provision-is
needed to insure payment of adequate benefits.

The proposed new section 210 provides that any veteran who meets
its service requirements (which, in general, are similar to those of the
Servicemen’s Readjustment Act of 1944, as amended) and who dies,
or who has died within 3 years after separation from active military or
naval service, shall be deemed to have died a ‘“fully insured indi-
vidual,” to have an average monthly wage of not less than $160, and
to have been paid wages g% $200 in each calendar year in which he had
30 days or more of active military or naval service after September
16, 1940, The fact that the serviceman is deemed to have died a
“fully insured” individual will mean that his survivors will be eligible
for any of the various types of benefits provided under Old-Age and
Survivors’ Insurance. The purpose of the $160 average monthly
wage is to insure a certain minimum level of benefits. This average
monthly wage is believed to be realistic as an average of military pay,
including quarters and subsistence allowances, the Government’s
share of family-allowance payments and other similar benefits. The
effect of the provision deeming the veteran to have been paid wages
of at least $200 in each year of military service will be to increase the
basic amount on which benefits arc computed by 1 percent for each
such year. Under present law, an individual gets such a 1 percent
increment for each year in covered employment and it would seem
equitable to treat service in the armed forces on a parity with civilian
employment.

The benefits provided will not be available where death occurs in
active military or naval service, since other benefits are, in general,
payable in such cases. Neither will they be available by reason of
the death of a veteran discharged after the expiration of 4 years
and 1 day following the termination of World War II. The objective
of this bill is to provide protection for those who served during the
war and those who reenlist during the war period.
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The section provides a further limitation on entitlement to benefits
based on the guaranteed insured status. It bars the survivors of a
veteran from receiving benefits for any month for which pension or
compensation under veterans’ laws is determined by the Veterans’
Administration to be payable. (This provision does not preclude
however, payment of survivors’ insurance benefits based on covereci
employment before or after the ‘veteran’s military service, but only

recludes payment of the special benefits provided by the proposed
egislation.) This limitation is believed to be necessary to prevent
the dependents of certain veterans who survived the hazards of war
but die within 3 years after discharge under circumstances entitling
such dependents to veteran’s pensions, from receiving additiona
benefits for which the dependents of servicemen who died in line of
duty are ineligible, and to avoid duplication by the Government of
payments designed to meet comparable objectives. The cost of the
section would be borne by the Federal Government rather than by
the employers and employees who contribute to the trust fund.

Enactment of this section would assure the survivors of veterans
covered by the measure of a guaranteed minimum level of benefits.
Under the old-age and survivors insurance program, benefits to sur-
vivors are computed as fractions of an amount called the ‘‘primary
insurance benefit,” which is based on the average monthly wage of
the individual and on the number of years in which he received $200
or more in wages. A guaranteed average monthly wage of $160 will
insure that this primary insurance benefit amount will not be less
than $31. In addition, this benefit amount will be increased by 1
percent for each calendar year in which the veteran had at least 30
days’ service.

The primary insurance benefit amount for an eligible veteran who
served, for example, 4 years in the armed forces, and had no other
covered employment, would be $32.24. In the event of his death
within 3 years, if no compensation or pension is payable by the
Veterans’ Administration, his widow, if she has a child of the veteran
in her care or upon attainment of age 65, will be eligible to receive a
monthly benefit amounting to three-fourths of the primary benefit
amount, or $24.18 a month. His children under age 18 wilf, each be
eligible for one-half of the primary insurance benefit amount, or $16.12
a month; and his dependent parents, in the absence of a wife or child
surviving the veteran, will each be eligible to receive one-half of the
primary insurance benefit amount. The maximum amount of benefits
payable in any month on the basis of any one veteran’s death would
be twice his primary insurance benefit amount, or, in the illustration
mentioned above, $64.48 a month.

It has been estimated by the Federal Security Agency that the
costof this program through the year 1959 would amount to $175,000,000
and would probably benefit the survivors of approximately 105,000
veterans of World War II.

TITLE III—UNEMPLOYMENT COMPENSATION FOR MARITIME WORKERS

The purposes of this title are—
(1) To effect permanent coverage of maritime employment under
State unemployment-compensation systems; and
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(2) To provide temporary protection for persons whose maritime
employment has been with general agents of the War Shipping Ad-
ministration and thus has been technically Federal employment.

To accomplish the first of these purposes the Federal Unemployment
Tax Act is amended to extend coverage to private maritime employ-
ment—with the same definition of maritime employment as was used
in extending old age and survivors insurance to maritime employ-
ment in 1939.

In addition the bill authorizes the State in which operations of a
vessel are regularly supervised, managed, directed, and controlled, to
extend its unemployment-compensation law to, and require contribu-
tion with respect to employment of, seamen on such vessel. The
permission is thus granted in such form as to safeguard the operator of
& vessel from possible taxation of employment on the vessel by two or
more States.

The permission in addition safeguards various interests by (1)
requiring that seamen’s service, for purposes of wage credits, shall be
treated like other services of covered employees of the employer, and
(2) imposing the same conditions on the permission as have been
imposed by the Federal authorization to tax Federal instrumentalities.

To accownplish the second purpose of the title, immediate protection
is provided seamen whose employment could not have been covered
by State laws because they were employed on behalf of the United
States by general agents of the War Shipping Administrator. This
protection in no event would extend beyond June 30, 1949.

The bill provides in general that these seamen shall receive the same
benefits as would have been payable had their Federal maritime
employment been under the State unemployment compensation law,
Payments normally would be made pursuant to agreements between
the State and the Federal Security Administrator, the States being
reimbursed for additional costs incurred in making payments under
the agreement. Only in case of failure of such an agreement would a
direct payment be made the seaman by the Administrator, and in
such case the terms, conditions, and amount of the payment would
follow the State law. Some of the more important of the provisions
of the title are referred to later.

During the war years employment in the maritime industry in-
creased very substantially. According to testimony presented to the
committee, the labor force in offshore shipping, which is the largest
branch of the trade, numbered between 55,000 to 65,000 in 1939, com-
pared with about 230,000 at present; jobs currently available total
186,000; our staff reported about 52,000 in the second quarter of 1939.
On the Great Lakes there are 14,000 to 15,000 seamen; the committee’s
social-security staff reported an average of 11,310 in the 1939 season.
In addition to the offshore and Great Lakes employment, there are
maritime workers employed on inland rivers, lakes, and in harbors,
aggregating probably approximately the same number as on the Great

akes,

From the point of view of unemployment compensation the most
critical problem is that of deep-sea shipping. If the volume of mari-
time operations should decline within the next few years to the level
of the immediate prewar period there would not be maritime employ-
ment for perhaps two-thirds of those who are now employed in 1it;
even if the permanent postwar level is 50 percent above that of pre-
war, probably not more than one-half of the present labor force would
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be needed. At the present time because of the great demand for the
{)roducts of American industry and agriculture abroad it appears un-
ikely that a material decline is in prospect in the near future. But
when and if such decline does occur it is of great importance, both to
those who will become unemployed, to the industry and to the coun-
try, that the maritime workers be placed in other industries in jobs for
which their training and experience fit them.

In the next few months the States will again become the operators
of the United States Employment Service. The use of the facilities
of that service will become of great importance if and when it becomes
desirable to reduce the size of the maritime labor force because of a
permanent fall in the volume of overseas shipping. This possibility
of a permanent decline in employment is of the utmost importance
in the formulation of a policy with respect to the maritime unemploy-
ment insurance system; the need for merging any surplus maritime
workers into the general labor force is paramount. The committee
believes, therefore, that the coverage of maritime workers under State
systems of unemployment compensation is to be preferred to coverage
under a separate maritime system.

It is conceivable that the transfer of surplus workers, if the per-
manent decline develops, may take time; and during the transfer
period there might be substantial unemployment. If there were a
a maritime unemployment compensation system separate and dis-
tinct from all the others, it might be subjected to a heavy drain for
benefits. Divided among a number of States, with maritime coverage
in none of them constituting an important fraction of the total, such a
drain might be almost unnoticed. The committee heard no testi-
mony, however, which would indicate the probability of such a drain
materializing in the next 3 years.

The committee recognizes that because of the fact that the great bulk
of maritime work has been carried on by employees of the Federal
Government since the beginning of the war the mere coverage of
private maritime employment under the laws of the several States
will not afford full protection for most maritime workers for-whatever
unemployment may occur in the next 2 or 3 years. The bill therefore
authorizes the Federal Security Administrator to make arrangements
with the States under the terms of which the States would extend
credit for Federal maritime wages in calculating benefits under their
own State laws. The bill further provides that the Federal Govern-
ment will reimburse the States for such costs as are incurred in the
process of crediting Federal maritime wages and paying benefits
thereon, which would not otherwise have been incurred.

Congress could have created an unemployment-compensation sys-
tem for maritime workers and exclude from State jurisdiction the
workers who were covered by such system. The fact that the Congress
has, as a matter of policy, decided not to do so, does not preclude
making another choice if the necessity arises at some future time.
The Congress has long been concerned with the duty of fostering and

rotecting the instrumentalities of foreign and interstate commerce.
t has, by many enactments, specifically encouraged, if not made
possible, the maintenance of an adequate merchant marine. Such
adequacy has been fostered not only by laws intended to encourage
and enable employers to engage in the trade but also by provisions for
the protection for seamen. In making the choice as to a long-time
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arrangement the committee believes that the Congress should be ¢on-
cerned fo see to it that the peculiarities of the seamen’s trade do not
result in unwarranted discriminations against them, ]
When the Congress, in amending the Internal Revenue Code in
1939, authorized the States to lay a tax sgainst national banks and
certain other Federal instrumentalities for unemployment insurance
purposes, it specified that such authorization was to apply only to the
extent that no discrimination was made against the instrumentality,
g0 that if the rate of contribution is uniform upon &ll other persons
subject to the unemployment compensation and tax law of a State
on account of having individuals in their employ, and upon all em-
ployees of such persons, the contributions required of such instru-
mentality or the individuals in its employ were not to be at a %reater
rate than was required of such other persons and such employees.
Further, if the rates were determined separately for different classes
of persons having individuals in their employ or for different classes
of employees, the determination was to be based solely on unemploy-
ment experience and other factors bearing a direct relation to unem-
loyment risks. Again, the authorization applied only so long as the
gtate unemployment compensation and tax law was approved by the
Social Security Board under section 1603 of the Internal Revenue
Code; and only if such law made provision for the refund of any
contributions required under such law from an instrumentality of the
United States or its employees for any year in the event such State
was not certified by the Social Security Board under the said section
with respect to such year. Because of the settled policy of fostering
and protecting the merchant marine, the committee believes that the
Congress should attach the same conditions to the authorization
of the States to levy taxes on maritime employers and maritime
workers as were attached to the similar grant in connection with
certain Federal instrumentalities.
The Congress has also been concerned with the protection of the
maritime  workers. The laws affecting maritime employment are
rimarily Federal and not State laws; whereas in the case of the
ederal instrumentalities which were affected by section 1606 (b) of
the Internal Revenue Code, the statutes affecting employment are
mainly those of the States. With respect to seamen, therefore, the
Congress is in a somewhat different position than it was with respect
to employees of national banks and the other Federal instrumentalities
dealt with by section 1606 (b) of the Internal Revenue Code. The
Federal interest in maritime employment would appear to afford a
basis not only for prohibiting discrimination with respect to contribu-
tions but also in assuring equality of treatment of maritime workers
with respect to benefits. But the prohibition of discrimination has
possible ramifications which require exploration before that course of
action could safely be followed. The committee believes, therefore,
it would be inadvisable to lay down a blanket prohibition against
discrimination or to attempt to fix standards for the benefit of seamen.
There has been included in the bill, however, a provision which enun-
ciates the principle of no discrimination as compared with other em-
ployees of the same employer as regards wage credits. The language
18 included as an indication of general intent, subject to review if the
occasion warrants, in cases in which actions taken in connection with
extending the coverage of State unemployment-compensation laws to
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maritime workers are alleged to have resulted in unwarranted and
unjust distinctions.

The committee has been concerned with the protection of seamen
not only because of the normal interest of the Congress in maritime
affairs but also_because of testimony presented to the committee
indicating a possible tendency to include in State laws special provisions
with respect to seamen which would affect them unfavorably as com-
pared with other workers. Such action has in fact already occurred
In two States. The committee has, for this reason, thought it im-
portant to point out the problem so raised. The committce expresses
the hope that the indication of intent will serve as a sufficient guide in
the implementation of the long-range objective embodied in the pro-
posed sections 301 to 305.

Testimony before the committee also indicated that one of the major
concerns of maritime workers has been the safeguarding of union
hiring halls; they feel that the employment system now in effect in the
maritime industry has served to prevent abuses from which they
suffered in times past. Seamen are concerned at the possibility that
the establshment of unemployment insurance will become either the
occasion or the means for breaking down existing employment
practices.

Under the contracts in effect between the maritime labor unions
and the maritime employers the hiring hall is the normal agency
through which the employer recruits seamen, and in some cases,
licensed personnel. It i1s no part of the function of unemployment-
insurance to break down tbe established employment procedures of an
industry. On the contrary, since the operation of an unemployment-
insurance system is intended not only to pay benefits but also to make
sure that unemployed workers have every opportunity to obtain
employment, it i1s highly desirable that the unemployment-insurance
agencies make use of the normal channels for obtaining employment
and not attempt to supplant them.

The cost of the temporary protection which would be afforded under
the proposal is most difficult to estimate. The cost will depend on
such factors as the degree of unemployment during the reconversion
period in the maritime industry and in nonmaritime industries. It
will also depend upon the extent persons with Federal maritime credit
also have other credit which is used along with their Federal maritime
credit in computing their benefits.

Assuming that the general rate of maritime and non-maritime un-
employment never gets higher than at present, the cost should not
exceed $3,000,000 for the entire reconversion period. On the other
hand, if maritime and non-maritime unemployment reaches a higher
}f_vial, the annual cost of the temporary benefits may be substantially

igher.

TITLE IV. TECHNICAL AND MISCELLANEOUS PROVISIONS

The purpose of the first of the amendments under this title is to
extend the provisions of title V of the Social Security Act (Child
Health and Welfare Services) to the Virgin Islands. The title at
present includes Puerto Rico, and testimony before the committee
established both the need for and equity of this extension.

H. Rept. 2526, 79-2—2
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The Virgin Islands has a population of about 32,000. There were
609 births in St. Thomas in 1945, and of this number 78 infants died
before they were 1 year of age, the rate being 128 per thousand live
births, which is much higher than for any State. There were 3 ma-
ternal deaths. This is equivalent to # mortality rate of 49 per 10,000
live births. There was no State which had a rate which exceeded
this in 1943.

Diarrhea is very prevalent among children, and this disease causes
many deaths. Malnutrition among children is great. No real effort
has been made to locate crippled children on the islands. Funds are
needed for clinic, hospital, and field services.

A high rate of illegitimacy, large numbers of children becoming
delinquent—many of them because of neglect and broken homes—
much truancy, coupled with lack of provision to cope with these
problems, point to a great need for child welfare services.

It has been estimated by the Children’s Bureau that the annual
cost of the proposed extension will be around $65,000.

The remainder of the amendments in this title are those affecting
old-age and survivors insurance. .

During the 7 years of operation of Federal old-age and survivors
insurance a numﬁer of administrative problems have developed. In
some cases, technical provisions of the law result in a denial--probably
unintended—of benefits in situations where equity would require pay-
ment. In other cases, inequalities in benefits, anomalous situations,
and provisions which require an undue amount of administrative
machinery have come to light. The changes proposed would correct
these minor flaws. The section-by-section analysis, which follows
this part of the report, points out the purpose and effect of these
amendments.

The proposed changes would require no appropriation and would
entail comparatively minor additional costs to the Old-Age and
Survivors insurance trust fund.

TITLE V.—STATE GRANTS FOR OLD-AGE ASSISTANCE, AND TO DEPENDENT
CHILDREN, AND AID TO THE BLIND

The purpose of title V is to increase temporarily Federal participa-
tion in old-age assistance, aid to the blind, and aid to dependent
children through an increase in the Federal matching maximums.

Increase in amounts subject to Federal matching.—Under the present
law, the Federal Government reimburses all States for 50 percent of
their assistance payments up to maximums of $40 for old-age assist-
ance and aid to the blind and, for aid to dependent children, $18 for
the first child in a family and $12 for each additional child. Thus,
at present, Federal funds may represent no more .than $20 a month
of the payment to an aged or blind person and, for families receiving
aid to dependent children, $9 a month for one child receiving aid and
36 additional for each other child aided in the family.

The bill provides that during the period October 1, 1946 to Decem-
ber 31, 1947, inclusive, the Federal matching maximums be raised
from $40 to $50 for old-age assistance and aid to the blind aund, for
aid to dependent children, from $18 and $12 to $27 and $18 for the
fiist and additional children, respectively, in the same family. Thus,
for payments to the aged and blind, the maximum Federal contribu-
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tion would be $30, and in aid to dependent children, $13.50 for the
first child and $9 additiongl for each other child aided.

Estimated cost of committee amendment.—On the basis of State and
local expenditures in 194344, it is estimated roughly that the provi-
sions of the bill would have increased the cost to the Federal Govern-
ment for assistance payments by about $47,538,000. This estimate
of the increase assumes that the States would spend all the addi-
tional Federal money to raise assistance payments. The additional
cost might be more or less than this amount. The cost to the Federal
Government would be greater if the States increased the amount of
State and local expenditures. Already States have found it necessary
to increase expenditures over the amount in 1943-44 because of the
rising cost of living and the increase in the number of needy persons
since the end of the war. The data on recipients and payments in
April 1946 are shown in tables 1 to 3, inclusive.

Effective date of amendments.—To enable the States as quickly as
possible to benefit from the increase in Federal funds, the committee

roposes that the amendments become effective September 30, 1946.
IS)ome States will be required to amend their public-assistance plans
to adjust to the changes in relative Federal, State, and local shares
in the costs of assistance and administration and to permit payments
in excess of current State maximums on individual payments. Some
States, however, will be able to benefit from the amendments without
changing their plans.

TaBLE 1.—Old-age assistance—Recipients and payments to recipients, by State,

April 1946
Payments to Payments to
recipients recipients
Number Number
State of recip- State or recip-
lents Total | Aver- lents Total |Aver-
amount age amount | age

Total ______....__ 2, 088, 025]$65, 444, 935($31. 34 || Missouri._ 103, 857| $2, 863, 602($27, 57
Montana._ 10, 759 349, 777| 32.51
Alabama.. 37,763 638, 987! 16.92 || Nebraska. 24, 158 775,835 32.12
Alaska.. 1,357 55,164] 40.65 || Nevada__. . 1,940 75,1707 38.75
Arizona_ 9, 617 372, 623( 38.75 || New Hampshire_ 6, 583 204, 188/ 31.02
Arkansas..........._.. 26, 578 448, 385| 16.87 || New Jersey. .. 22,938 758, 458{ 33.07
California. cceooooeoooo. 160, 811| 7, 640,809| 47. 51 || New Mexico 6,475 202, 104 31.21
Colorado.. __ 40, 537( 1,681,219( 41.47 || New York.__. 103, 868( 3, 972,291] 38.24
Connecticut. 14. 525 598, 646( 41.21 !l North Carolina.. 32, 703 451, 647] 13. 81
Delaware_._..__..__._.. 1,198 22,558| 18.83 (I North Dakota.__ 8, 695 301, 800] 34.71
District of Columbia.. 2,308 77,561| 33.61 || Ohio.._.___... 116, 355 3, 668, 799 31.53
Florida. . _.__._______ 44,611 1,347,755 30.21 || Oklahoma.. 84,984( 3,006, 691| 35.38
Georgia . 869, 806| 12.67 || Oregon_..._ 20,782 814,224/ 39.18
Hawai 1,467 36,375| 24.80 || Pennsylvani 85, 345| 2, 633, 205( 30.85
Idaho. 9, 828 321, 865| 32.75 | Rhode Islan 7,503 263, 179 35.08
Illinois 124,834] 4,211,859| 33.74 || South Carolina 22, 540 361,078 16.02
Indiana. 54,162{ 1,426,508 26.34 || South Dakota. 12, 678 341, 816/ 26. 96
Towa__._ 48,378 1,622,805/ 33.54 || Tennessee___._ 38, 026 618, 301/ 16.26
Kansas__..._....____.. 29, 140 896,409 30. 76 || Texas..___ 178, 806{ 4, 399, 652] 24. 61
Kentucky__...__..__.__ 44, 832 524,919( 11.71 {| Utah.___ 12, 792 499, 539 39.05
Louisiana.. 37,264 782,664 21.00 || Vermont.. 5, 199 123, 282| 23.71
Masine..... 15, 097 464, 5611 30. 77 || Virginia__ 14, 889 226, 608} 15.22
Maryland_.__... 11,455 323,569| 28.25 || Washington _ 64, 704| 8,443, 361| 53.14
Massachusetts. .. 78,729| 3, 638,808| 46.22 || West Virginia. 18, 660 319, 207| 17.10
Michigan__ 88, 618| 2,959, 507| 33.40 || Wisconsin -- 46,003| 1,420, 930| 30.83
Minnesota .| 54,308 1,807,246) 33.28 || Wyoming.............. 3,496 136, 260/ 38.98

Mississippi-e-o oo 27,038 443,224 16.39
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TABLE 2.—Aid to dependent children: Recipients and payments to recipienis, by
State, April 19461

.

Number of recipients Payments to recipients
State A
i . verage per
Families | Children |Total amount family
300, 936 772,570 | $16, 195,053 $53.82
300, 885 772,472 16, 193, 465 53.82
Alabama. el 6, 560 18, 257 185, 746 28.29
Alaska. _. 84 240 3 51.64
Arizona__ 1, 749 5, 70, 112 40.00
Arkansas 4, 277 11, 422 119, 027 27.83
California. . 7, 582 19, 289 674, 750 88.99
Colorado... 3,674 10,034 227,774 62. 00
2,607 6,486 235, 946 90. 50
Delaw: 272 782" 20,320 74.71
i 733 2,344 48, 796 66. 57
lorida_ - -.-- 6, 563 16, 214 223, 958 34.12
Georgia 4, 500 11,355 3 26,73
Hawaii 610 1,922 42, 950 70.41
Idaho.__ 1,380 3,738 85, 025 61. 61
Illinois_ 21, 564 52, 176 1,450, 997 67.20
Indiana 6, 416 15,431 243, 695 37.98
Iowa__. 3,526 9,054 118, 962 33.74
Kansas.__. 3,422 8,776 195, 953 57. 26
Kentucky._ 5, 656 14,910 121, 293 21.45
Louisiana 9,324 24,414 330, 179 35.41
Maine_._. 1,589 4,514 115, 730 72.83
Maryland. ..o 3,687 10,619 139, 696 37.89
Massachusetts_ _._______...___..__ 8, 105 5 693, 825 85. 60
........ 16, 281 39,012 1,122,839 68.97
........ 5,077 12,876 272, 445 53.66
________ 3,275 , 623 86, 138 26. 30
........ 14,070 37,145 509, 035 36. 18
1,457 3,852 80, 380 65.17
2, 487 5,916 162,072 65.17
51 98 1,688 81.14
920 2,363 65, 440 71.13
New Jersey.._. 3, 520 8,945 226, 077 64.23
New Mexico. 2,781 7,338 102, 790 36. 96
New York.______ . 27,632 67,023 2, 265, 167 81.08
North Carolin 6, 404 17,326 178,318 27.84
North Dakota 1,476 4,135 88, 774 60. 14
10____.___ 8, 154 22,324 468, 217 57.42
©Oklahoma_. 18, 395 44, 902 644, 168 35.02
Oregon.... 1,377 3,421 116, 988 84.96
Pennsylvania.. ... ... 30, 474 80, 304 2, 004, 819 65. 79
Rhode Island_._________ - 1,713 4,373 116, 740 68, 15
South Carolina_.__. - . . 4,144 12,102 96, 907 23.38
South Dakota._.___________ - 1,642 3,998 64, 496 39.28
T enNesSee. - ecccameeees 11, 648 30, 780 358, 042 30.74
8, 200 20,325 232, 082 28.00
2,048 5, 522 154,775 75. 57
607 1,616 21,874 36.04
A 41N N 3,812 10, 891 130, 624 34,27
Washington I 4, 880 12,020 448,010 100.00
West Virginia_______.. 7,733 21, 543 243, 096 31.44
‘Wisconsin 6,384 15, 646 404, 618 63.38
Wyoming._ 318 88! 19, 168 60. 27

i Italic figures represent program administered without Federal participation. Data exclude
administered without Federal participation in Florida, Kentucky, and Nebraska, which administer
such programs concurrently with programs under the Social Security Act; see the Bulletin, April 1945,

P. 26. All data subject to revision,
$ Under plans approved by Social Security Board.

rograms
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TaBLE 3.—Aid to the blind: Recipients andl payments to recipients, by State, April
1946

Payments to Payments to
I;)Ieumr recipients I\qum; recipients
I O er o
Btate recipi- State recipl-
ents Total | Aver- ents Total |Aver-
amount age amount | age
Total ... 72,738| $2, 462, 5331$33.85 || Mississippl. ... 1,533 $34, 909($22. 77
. Missouri....____ 2,786 88, 680(430. 00
Total, 47 States3..| 56,796 1,856,212 32.68 || Montana..._.... 344 12,231 35.56
Nebraska.____ 435 14, 136] 32. 50
Alabama....oo.ooooo 841 14,764| 17.56 || Nevada......... 27 1,852 (%
Arizona.._ 512 23,961| 46.80 || New Hampshire B 285 9, 119 32.00
Arkansas. .| 1,162 21,814| 18.77 || New Jersey..... 550 19, 155| 34.83
California. - 5, 743 333, 1211 58.00 || New Mexico.. 244 6,900! 28.28
Colorado..._ 446 16, 314( 36.58 || New York._.__. 3,066 131, 641| 42.94
Connecticut . 137 5,224| 38.13 || North Carolina. 2, 543 53,399} 21.00
Delaware.. .- 40 1,221} (3 North Dakota.. 116 4,047| 34.89

District of Columbia 198 7,294) 36.84 |{ Ohio____________
2,325 73,031 31.41 |{ Oklahoma..____.

2, 060 31,820] 15.45 |[{ Oregon_________

63 1,688 26.79 || Pennsylvania.._. 18,129 581, 489| 89.7%
200 7,004| 35.02 || Rhode Island._. 3, 68!

5,016 175, 750{ 35.04 || South Carolina. 1,001 21,0181 21.00

1, 920 56, 534} 29.44 || South Dakota 216 5,214] 24. 14

1,212 46, 302} 38.20 || Tennessee
1,065 36,020 33.82 || Texas
1, 552| 20, 542f 13.24 || Utah__
1,382 33,567| 24.29 (| Vermon

789 25,054| 31.75 || Virgicia..

446 14,191| 31.82 {| Washington__
1,049 49, 314| 47.01 || West Virginia... - .
- 1, 320, 47, 567] 36.04 || Wisconsin.. ... - 1,354 41, 964! 30.99
Minnesota. . _........... 941 37,411/ 39.76 || Wyoming...._._.______. 114 4,772] 41.86

t Italic figures represent programs administercd without Federal participation. Data exclude program
administered without Federal participation in Connecticut which administered such program concurrently
with prograin under the Social Security A ct; see the Bulletin, April 1945, p. 26. Alaska does not administer
aid to the blind. All data subject to revision.

3 Under plans approved by the Social Security Board.

1 Not computed. Average payment not calcilated on base of less than 50 reciplents.

4 Represents statutory monthly pension of $30 per recipient; excludes payments for other than a month.

SECTION-BY-SECTION ANALYSIS OF THE BILL

TirLe I—Sociar SEcuriTy Taxes

SECTION 101. RATES OF TAX ON EMPLOYEES

This section amends clauses (1) and (2) of section 1400 of the Fed-
eral Insurance Contributions Act, which prescribe the rates of tax on
employees with respect to wages received after December 31, 1938
and prior to 1949. Under existing law the rate of tax on employees is
scheduled to increase on January 1, 1947, from 1 percent of the wages
to 2% percent. The amendment provides for a 1 percent rate during
the calendar year 1947.

SECTION 102. RATES OF TAX ON EMPLOYERS

The amendment made by this section to clauses (1) and (2) of
section 1410 of the Federal Insurance Contributions Act, relating to
the rates of tax on employers, makes the same change in the rate of
tax on employers as is made by the bill in the rate of tax on employees.
(See the discussion under sec. 101 of the bill.)
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BECTION 103. APPROPRIATIONS TO THE TRUST FUND

This section repeals the last sentence of section 201 (a) of the
Social Security Act, which was added by the Revenue Act of 1943.
This sentence authorizes appropriations from general funds of the
Treasury to the old-age and survivors insurance trust fund.

TrrLE II—BENEFITS IN CaSE OF DECEASED WoORLD WaR II VETERANS

Section 201 amends title IT (old-age and survivors insurance) of the
Social Security Act, by adding a new section, section 210, at the end
thereof.

Subsection (a) of the section provides veterans meeting specified
service requirements (in general similar to those of the Servicemen’s
Readjustment Act) as insured status under old-age and survivors
insurance, in the event of death within 3 years after termination of
active military or naval service. Surviving wives, children, or parents,
if otheiwise eligible under the provisions of the old-age and survivors
insurance system, would thus be entitled to monthly benefits, and
where no monthly benefits are payable lump-sum' death payments
would under certain circumstances ge made. Such benefits would be
in the same amounts which would have been paid if the veteran had
died a fully insured individual, with average wages of $160, and 1
year of coverage for each calendar year in which he had 30 or more
days of military or naval service (in addition to other years of coverage
acquired in covered employment). The section does not apply to
deaths in service or to cases where separation from active service
occurs more than 4 years and a day after the date of termination of
World War II. Nor would it reduce any benefits otherwise payable
under old-age and survivors’ insurance to the survivors of any
veteran.

Subsection (b) excludes from the section veterans with respect to
whom any veterans’ pension or compensation is determined payable,
but makes clear that this exclusion does not affect any old-age and
survivors’ insurance rights arising from covered employment before or
after military service. The subsection also contains administrative
provisions to facilitate coordination between the Veterans’ Adminis-
tration and the Social Security Board in connection with payments.

Subsection (c) concerns cases in which the veteran died prior to
enactment of the legisl#tion. Paragraph (1) of the subsection provides
that in such cases benefits conferréd by the bill will be paid retroac-
tively if application is filed within 6 months after enactment. Para-~
graph (2) provides that where an individual having retroactive benefit
rights dies before the expiration of the 6 months, filing period, his
rights are transferred to any other survivor entitled to benefits ansing
out of the veteran’s death. Paragraph (3) provides for an extension of
the time within which survivors of veterans who died prior to enact-
ment may file certain proofs and applications required by the Social
Security Act. Paragraph (4) provides for the recomputation of lump-
sum death payments awarded pricr to enactment.

Subsection (d) authorizes appropriation to the Federal old-age and
survivors’ insurance trust fund of such sums as may be required to
meet the payments contemplated by the section.

Subsection (e) defines the date of the termination of World War IL.
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TitLe III—UNEMPLOYMENT CoMPENSATION FOR MARITIME WORKERS
SECTION 301. STATE COVERAGE OF MARITIME WORKERS

This section amends section 1606 of the Federal Unemployment
Tax Act by adding thereto a new subsection (f). Subsection .(f)
grants permission to State legislatures to require private operators of
American vessels operating on navigable waters within or within and
without the United States and the officers and members of the crew
of such vessels to comply with State unemployment compensation
laws with respect to the service performed by such officers and members
of the crew on or in'connection with such vessels to the same extent
and with the same effect as though such service was performed entirely
within the respective State. Only the legislature of the particular
State in which the operator maintains the operating office from which
the operations of the vessel are ordinarily and regularly supervised,
managed, directed, and controlled may require such operator and the
officers and members of the crew of such vessel to comply with its
unemployment compensation law with respect to the service performed
by such officers and members of the crew on or in connection with such
vessel. The permission granted by subsection (f) to State legislatures
is subject to the condition that such service shall be treated, for
purposes of wage credits given employees, like other covered service
performed for the aperator in such State and is also subject .to the
conditions imposed by section 1606 (b) of the Federal Unemployment
Tax Act upon permission to State legislatures to require contributions
from instrumentalities of the United States. The permission granted
State legislatures by subsection (f) is not applicable with respect to
service performed in the employ of the United States Government or
of an instrumentality of the {Jmted States which is either wholly
owned by the United States or otherwise exempt from the tax imposed
by the Federal Unemployment Tax Act.

SECTION 302. DEFINITION OF EMPLOYMENT

Effective July 1, 1946, this section amends section 1607 (c) of the
Federal Unemployment Tax Act, which defines the term ‘‘employ-
ment’’ for the purposes of such act. Under the amendment the term
“employment”’ is defined to mean any service performed prior to
July 1, 1946, which constituted employment as defined in section 1607
of the Federal Unemployment Tax Act as in force and effect at the
time the service was performed; and also to mean any service per-
formed after June 30, 1946, by an employee for the person employing
him, irrespective of the citizenship or residence of either, (@) within
the United States, or (b) on or in connection with an American vessel
(defined in sec. 1607 (n)) under a contract of service entered into
within the United States or during the performance of which the
vessel touches at a port therein, if the employee is employed on and
in connection with the vessel when outside the United States. No
substantive change in existing law is effected by the amendment
other than the extension of the definition to include service on or in
connection with American vessels. This extension is designed to
include, with the qualifications noted, all service which is attached to
or connected with the vessel (e. g., service by officers and members of
the crew and other employees such as those of concessionaires).
Individuals who are passengers on the vessel in the generally accepted
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sense, such as an employee of an American department store going
asbroad, will not be included because such service has no connection
with the vessel. Service performed on or in connection with an
American vessel within the United States will be on the same basis
as regards inclusion as other service performed within the United
States.

Under existing law, service performed within the United States
(which otherwise constitutes employment) is covered irrespective
of the citizenship or residence of the employer or employee. The
amendment makes clear that this will be true also in the case of
maritime service covered by the amendment, regardless of whether
performed within or without the United States. The basic reasons
which caused the original coverage to be made without distinction on
account of citizenship or residence apply in the case of seamen.

The definition of the term “employment’’ under the amendment, as
applied to service performed prior to July 1, 1946, is subject to the
applicable exemptions under the laws in force prior to such date,
The definition applicable to service performed on and after that date
continues unchanged the exemptions contained in the present law,
excepli,1 as such exemptions are amended by sections 303 and 304 of
the bill.

SECTION 303. S8ERVICE ON FOREIGN VESSELS

Effective July 1, 1946, this section amends paragraph (4) of section
1607 (c) of the Federal Unemployment Tax Act, relating to one of the
exclusions from the term “employment’’ for the purposes of such act.
Paragraph (4) of the existing law excludes from the term ‘“‘employ-
ment’’ service performed as an officer or member of the crew of a
vessel on the navigable waters of the United States. The new para-
graph (4), which takes the place of the existing exclusion, excludes
from the term ‘“‘employment’ service performedg on or in connection
with a vessel not an American vessel by an employee, if the employee
is employed on and.in connection with such vessel when outside the
United States. The amendment excludes all service, although per-
formed within the United States, which is rendered by an employee
who was rendering service on and in connection with such a vessel
upon its entry into the United States or who is rendering such service
upon departure of the vessel from the United States. Thus, officers
and members of the crew and other employees whose service is rendered
both on and in connection with the vessel (such as employees of con-
cessionaires and others whose service is similarly connected with the
vessel) when on its voyage are excluded even though the vessel is
within the United States, if they come into or go out of the United
States with the vessel.

SECTION 304. CERTAIN FISHING SERVICES

Effective July 1, 1946, this section amends section 1607 (e) of the
Federal Unemployment Tax Act by adding at the end thereof a new
paragraph (17), relating to an additional class of excepted services.
Paragraph (17) excludes from the term “employment,” for purposes
of the Federal Unemployment Tax Act, service performed by an indi-
vidual in (or as an officer or member of the crew of a vessel while it is
engaged in) the catching, taking, harvesting, cultivating, or farming
of any kind of fish, shellfish, crustacea, sponges, seaweeds, or other



SOCIAL SECURITY ACT AMENDMENTS OF 19046 17

aquatic forms of animal and vegetable life (including service performed
by auy such individual as an ordinary incident to any such activity),
except (a) service performed in connection with the catching or taking
of salmon or halibut, for commercial purposes, and (b) service per-
formed on or in connection with a vessel of more than 10 net tons
(determined in the manner provided for determining the register ton-
nage of merchant vessels under the laws of the United States).

SECTION 305. DEFINITION OF AMERICAN VESSEL

Effective July 1, 1946, this section amends section 1607 of the
Federal Unemployment Tax Act by adding at the end thereof a new
subsection (n). Subsection (n) defines the term ‘‘American vessel”
to mean any vessel documented or numbered under the laws of the
United States; and also to include any vessel neither so documented
nor numbered nor documented under the laws of any foreign country
while the crew is in the employ only of citizens or residents of the
United States or corporations organized under the laws of the United
States or of any State.

SECTION 306. RECONVERSION-UNEMPLOYMENT BENEFITS FOR SEAMEN

This section amends the Social Security Act by adding thereto a
new Title XIITI—Reconversion Unemployment Benefits for Seamen.
The title consists of six sections—1301 to 1306, inclusive.

Section 1301 provides that the title is to be administered by the
Federal Security Administrator.

Definitions

Section 1302 (a) defines the term ‘‘reconversion period” to mean
the period beginning with the fifth Sunday after the date of enact-
ment of this title and ending June 30, 1949. The significance of the
definition is that it defines the period in which benefits under the
title may be paid. The actual operation of the program, however,
may be for a much shorter period. In a majority of the States of the
United States the benefits during a benefit year are based on the
wages received in the first four out of the last five completed calendar
quarters ‘preceding the beginning of the benefit year. Thus, if a
person becomes unemployed for the first time in a benefit year in
April, the benefits in most States would be based on the wages of the
preceding calendar year. . If he becomes unemployed for the first
time in a benefit year in July or September, benefits would be based
on wages in the 12 months ending on the preceding March 31. If,
as is now anticipated, the Federal Government should ccase to operate
ships through the War Shipping Administration or a successor agency
by the end of 1946, in the majority of States no benefits could be
payable on the basis of such wages for any benefit year beginning after
March 1948, and therefore no benefits could be payable after March
1949. If the presently expected withdrawal of the Federal Govern-
ment from th