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83p CoNGRrEss } HOUSE OF REPRESENTATIVES REPORT
2d Session No. 1698

SOCIAL SECURITY AMENDMENTS OF 1954

May 28, 1954.—Committed to the Committee of the Whole House on the State of
the Union and ordered to be printed

Mr. Reep of New York, from the Committee on Ways and Means,
submitted the following

REPORT

[To accompany H. R. 9366}

I. Purrose AND ScorE oF THE BILL

Your committee has considered all aspects of the old-age and sur-
vivors insurance program, aided by the extensive analysis made by
its Subcommittee on Social Security.

A major shortcoming of the present program is its inadequate
coverage. As long as coverage is not substantially universal, large
numbers of people reaching age 65 will either be wholly without the
protection the program affords or be eligible for benefits which are
reduced because they are based on only part of the individual’s earn-
ings. Your committee is recommending substantially universal
coverage.

Extension of coverage is fundamental to securing for the future an
appropriate relationship between the old-age and survivors insurance
and the old-age assistance programs. Old-age and survivors insurance
has responsibility for providing a floor of protection against depend-
ency for the aged retired worker and his dependents and for the
dependent survivors of workers who die. Old-age assistance is a
secondary line of defense. After the extension of coverage in 1950,
which brought some 10 million additional workers under the system,
the percentage of aged receiving old-age and survivors insurance bene-
fits increased rapidly, while old-age assistance declined. In 1950,
22.5 percent of the aged persons in the country were receiving old-age
assistance and 17.1 percent were receiving old-age and survivors insur-
ance. By the end of 1953, 19.0 percent of the aged persons were
receiving old-age assistance as compared with 34.4 percent receiving
old-age and survivors insurance benefits, with an additional 13 percent
eligible for benefits but not receiving them because they had not

1



2 SOCIAL SECURITY AMENDMENTS OF 1954

retired. With the further extension of coverage recommended by
your committee, it is estimated that 75 percent of all persons over
65 will be eligible for insurance benefits by 1960 as compared to
47 percent at the present time.

Your committee regards as of special significance the extension of
coverage to the farm population. A little over one-half of the pres-
ently noncovered groups are farmers and farmworkers. In counties
where more than 50 percent of the population lives on farms, 31 per-
cent of the aged are now receiving old-age assistance and 13 percent
old-age and survivors insurance. In nonfarm counties, on the other
hand, only 17 percent receive old-age assistance, while 36 percent
receive old-age and survivors insurance benefits. These data illus-
trate the fact that where coverage of the old-age and survivors insur-
ance program is more complete, old-age assistance more nearly assumes
its proper role as a subsidiary program. With extension of old-age
and survivors insurance coverage to farmers and farmworkers, far
more of these workers will be qualifying for benefits under old-age and
survivors insurance and thus have less need of old-age assistance.

Another advantage of extending coverage to these and other groups
now outside the system is that not only more of the aged but also
more of the young widows and children will be receiving benefits
without & means test. Accordingly, these old-age and survivors
insurance beneficiaries are able to maintain a sense of their own
continued independence and of their dignity and worth as individuals,
even though their support from earnings has been cut off by the retire-
ment or death of the insured worker. The knowledge that benefits
will be paid irrespective of whether the individual is in need supports
and stimulates his own thrift and initiative, since he can add his
personal savings (including home ownership and insurance), as well as
pensions he may receive as a result of his work, to the basic old-age
and survivors insurance benefits.

The protection afforded by the program may be considered ade-
quate only when benefits are high enough, when added to savings
and assets normally accumulated, so most beneficiaries will not have
to apply for public assistance for the ordinary expenses of living. A
first step in accomplishing this objective is to correct the conditions
which result in very low benefits which some individuals receive under
the program.

Your committee is making recommendations which will attack the
basic causes for most of these low benefits, through provisions assuring
that benefits will more realistically reflect the individual’s actual
earnings on which he customarily depends for his support. Extension
of coverage will in itself contribute to a more adequate level of benefit
payments by assuring that all of an individual’s earnings can be
counted townrd his benefit payments, regardless of his type of work.
Further than this, allowance is made for disregarding limited periods
of low or no earnings usually occasioned by short-term absence from
covered work. Such periods should not be permitted to distort the
level of earnings used as the basis for benefit computation.

Long periods of absence from covered work generally indicate that
the individual has not been dependent on his own earnings from work
for support, and benefits are properly reduced or not paid under such
circumstances. An important exception to this principle, however,
is the case of workers who are out of employment by reason of a total
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disability lasting for an extended period of time. Your committee
has recommended special provisions to prevent loss or reduction of
benefit rights on account of disability. The committee considers it
very important that disabled persons be helped to return to self-
supporting employment wherever possible. The special provisions
recommended by your committee are expected to stimulate the referral
of handicapped persons to the State vocational rehabilitation programs.

The goal of providing an adequate floor of protection through the
benefits paid under the old-age and survivors insurance system further
requires that the level of benefits be adjusted at this time. Your
committee is recommending that benefit payments now be increased,

' boﬁh for future beneficiaries and for the 6.3 million persons now on the
rolls.

In recommending increased benefits, your committee has been con-
scious of the importance of preserving the wage-related character
of the old-age and survivors insurance system, and of accomplishing
these increases in such a way as to preserve a reasonable differential
between minimum and maximum benefits related to differences in
individual earnings. Differential wage payments in our economy
reflect differences in individual productivity, differences in costs of
living in the various sections of the country, and differences in individ-
ual standards of living. The benefits under the social insurance system
should give recognition to these differences in individual earnings.

Your committee believes that the program should continue to pay
benefits to insured workers who are 65 years of age and over only when
they are substantially retired from gainful employment. Your com-
mittee believes, however, that more recognition should be given to the
value to retired workers of continuing to do some work to the extent
they are able. Older people should be freer than at present to take
part-time, intermittent, or seasonal work after they retire without
losing their benefits. Your committee recommends, therefore, a more
liberal and flexible test, applied on an annual basis for wage earners as
well as for self-employed persons who are so treated under present
law. An increase in the amount that a retired worker may earn while
continuing to receive his benefits is also provided.

IT. SumMmarY oF PrincipaLn Provisions oF THE BiLL

A. Old-age and survivors insurance

1. Extensvon of coverage.—Old-age and survivors insurance coverage
would be extended to approximately 10 million persons who work
during the course of a year in jobs now excluded from the program.
The groups brought into the program under the bill are as follows:

(a) Self-employed farm operators whose net earnings from farm
self-employment total $400 or more in a year, with a special provision
to make it easier for low-income farm operators to compute their
net earnings (about 3.6 million).

(b) Professional self-employed persons now excluded, other than
physicians, whose net earnings from professional self-employment
total $400 or more in a year, including lawyers, dentists, architects,
engineers, accountants, funeral directors, osteopaths, chiropractors,
veterinarians, naturopaths, optometrists, ministers, and Christian
Science practitioners (about 400,000).
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(¢) Employees of State and local governments who are covered by
State and local retirement systems, other than policemen and firemen,
under voluntary agreements between the State and the Federal
Government, if a majority of the members of the system vote in a
referendum and two thirds of those who vote favor coverage (about
3.5 milliop).

(@) Farmworkers who are paid at least $200 by a giver employer
in a calendar year, with special provisions to coordinate the annual
earnings test with the quarterly insured status requirements (about
1.3 million).

(e) Domestic workers in private nonfarm homes (and others who
perform work not in the course of the employer’s trade or business)
who are paid $50 in cash wages by an employer in a calendar quarter
but who do not meet the 24-day test required in the present law
(about 250,000).

(f) Ministers and members of religious orders employed by non-
profit organizations if the organization elects to cover them and if at
least two-thirds of such individuals elect to be covered (about
250,000).

(9) Most Federal employees not covered by retirement systems,
including temporary employees in the field service of the Post Office
Department, census-taking employees of the Bureau of the Census,
civilian employees of Coast Guard post exchanges, and certain other
groups, and also employees of district Federal Home Loan Banks and
the Tennessee Valley Authority, who have retirement systems (about
150,000).

(k) American citizens employed outside of the United States by
foreign subsidiaries of American employers, under voluntary agree-
ments between the Federal Government and the parent American
company (about 100,000).

(1) Those homeworkers who are now excluded from employee cover-
age (although they may now be covered as self-employed persons)
because the services they perform are not subject to State licensing
laws (about 100,000).

() Certain employees engaged in fishing and related activities,
either on vessels of 10 net tons or less or on shore (about 50,000).

(k) American citizens employed by American employers on vessels
and aircraft of foreign registry (very few people involved).

2. Computation of average monthly wage—Up to 5 years in which
earnings were lowest (or nonexistent) could be dropped from the
computation of the average monthly wage.

3. Earnings base.—The total annual earnings on which benefits
would be computed and contributions paid is raised from $3,600 to
$4,200.

4. Increase in benefits.—(a) More than 6.3 million persons now on
the benefit rolls would have their benefits increased. The average in-
crease for retired workers would be about $6 a month, with propor-
tionate increases for dependents and survivors. The range in primary
insurance amounts would be $30 to $98.50 as compared to $25 to $85
under present law.

(b) Persons who retire or die in the future would, in general, have
their benefits computed by the following new formula: 5) 55 percent
of the first $110 of average monthly wage (rather than $100 as in
present law) plus 20 percent of the next $240 (rather than 15 percent
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of the next $200); (ii) the minimum monthly benefit amount for a
retired worker would be $30, and the minimum amount payable
where only one survivor is entitled to benefits on the deceased
insured person’s earnings, would be $30; (iii) the maximum monthly
family benefit of $168.75 would be increased to $200; (iv) the provision
of existing law that total family benefits cannot exceed 80 percent of
the worker’s average monthly wage would not reduce total family
benefits below 1% times the insured worker’s primary insurance
amount or $50, whichever is the greater; and (v) lump-sum death
payments would not exceed $255, the maximum under existing law.

5. Limitation on earnings of beneficiaries.—The earnings limitation
on beneficiaries under age 75 would be made the same for wage-
earners and self-employed persons. A beneficiary could earn as much
as $1,000 in a year in any employment, covered or noncovered. He
would lose 1 month’s benefit for each unit of $80 (or fraction thereof)
of earnings (covered or noncovered) in excess of $1,000, but in no
case would he lose benefits for months in which he neither earned more
than $80 in wages nor rendered substantial services ih self-employment.
Beneficiaries residing in foreign countries would have their benefits
suspended for any month in which they worked on 7 or more days.

6. Eligibility for benefils.—(a) As an alternative to the present
requirements for fully insured status, an individual would be fully
insured if all the quarters elapsing after 1954 and up to the quarter
of his death or attainment of age 65 were quarters of coverage, pro-
vided he had at least 6 quarters of coverage after 1954.

() Benefits would be paid to the surviving aged widow, widowed
mother, and children, or parents of any individual who died prior to
September 1, 1950, and had at least 6 quarters of coverage.

7. Preservation of benefit rights for disabled.—The period during
which an individual was under an extended total disability would be
excluded in determining his insured status and the amount of benefits
payable to him upon retirement or tc¢ his survivors in the event of his
death. Only disabilities lasting more than 6 months would be taken
into account. Determinations of disability would be made by State
vocational rehabilitation agencies or other appropriate State agencies
pursuant to agreements with the Secretary of Health, Education, and
Welfare.

8. Limitation on payments to persons outside the United States.—
Benefits to survivors or dependents would not be paid for any month
in which such survivor or dependent resided outside the United States
unless such survivor or dependent met certain requirements of resi-
dence in the United States or the insured individual on whose record
the benefit is based was currently insured on the basis of military
service wage credits or earnings as an American citizen employed
abroad by an American employer.

9. Deportation, and periods of wunlawful residence——All benefits
payable on the basis of an individual’s wage record would be termi-
nated upon notification by the Attorney General that the individual
has been deported from the United States for certain specified causes.
Earnings derived during periods of unlawful residence in the United
States as determined by the Attorney General could not be used in
determination of insured status or benefit amount.

10. Recomputation of benefits for work after entitlement.—An indi-
vidual may have his benefit recomputed to take into account additional
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-earnings after entitlement if he has covered earnings of at least $1,000
in a calendar year after 1953 and after the year in which his benefit

was last computed. ) )
11. Contribution rates.—Employers and emplo‘l}lfees will continue to

share equally, with the rates on each being as follows:
Rate
Calendar yesrs: (percent)
195459 e e meeeeeao_. 2
196064 _ LTI 2%
1965- 69 _ L e 3
1970-74 LI 3%
1975 and after_ . - - oo 4

The self-employed would pay 1% times the above rates.

B. Public assistance

1. The provisions of the 1952 amendments, presently scheduled to
expire on September 30, 1954, with respect to temporary increases in
Federal payments to States for old-age assistance, aid to dependent
children, aid to the blind, and aid to the permanently and totally
disabled are extended through September 30, 1955.

2. The provisions of the 1950 amendments for approval of certain
State plans for aid to the blind which did not meet the requirements
of clause 8 of section 1002 (a) of the Social Security Act are extended
from June 30, 1955, to June 30, 1957.

III. ExTensioN oF OLp-AGE AND SURVIVORS INSURANCE COVERAGE

A. General

The old-age and survivors insurance program now covers about 8
out of 10 of the Nation’s jobs. During the course of a year about 62
million people work in employment or self-employment that is covered
under the program. The bill would extend coverage to about 10
million additional people who in the course of a year work in jobs that
are not now covered. Specifically, coverage would be extended to
self-employed farm operators and professional persons (other than
physicians), members of State and local government retirement sys-
tems (other than policemen and firemen), additional farmworkers .and
domestic workers, ministers and members of religious orders, most
Federal employees not covered by retirement systems, and certain
other smaller groups that will be described hereatter.
~ The only ma{or groups who would still remain excluded from the
program are policemen and firemen covered by State or local retire-
ment systems, physicians, members of the Armed Forces, and Federal
civilian employees covered by the civil service retirement system and
other staff retirement systems. The Committee on Retirement Policy
for Federal Personnel, established by Public Law 555, 82d Congress,
has submitted to the Congress recommendations for an integrated
program of retirement and survivor protection for members of the
Armed Forces and employees under the civil service retirement sys-
tem, including coverage under old-age and survivors insurance. The
recommended extension of social-security coverage in these areas is of
great interest to your committee in view of its jurisdiction over such
legislation. However, your committee has not yet examined these
recommendations and therefore takes no position on them at this time.

B. Specific coverage groups added

1. Self-employed farm operators.—One of the major stumbling blocks
to coverage of farm operators in the past has been the apparent
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necessity of requiring low-income farm operators, who may have no
income tax lability, to keep records that they do not ordinarily
maintain. This problem has now been solved, and a simplified report-
ing procedure for low-income farm operators is made possible by a
special provision in the bill. This special provision, together with the
regular procedures now in effect for the nonfarm self-employed
covered under the program, constitute a practicable administrative
method for covering self-employed farm operators. About 3.6 million
farm operators would be covered in the course of a year.

The special provisions for low-income farm operators are as follows:
A self-employed farm operator with gross income of not more than
$1,800 in a year who reports his income tax on a cash basis (rather
than an accrual basis) could report, for credit toward benefits under
old-age and survivors insurance, either his actual net earnings from
farm self-employment, as determined on his income tax return, or 50
percent of his gross income. If he elected to usc the latter option,
he would be spared the necessity of keeping records of his expenses,
computing depreciation, and so forth. Practically all farm operators
know their gross income and could easily apply the 50-percent rule.

A farm operator whose gross income from self-employment was more:
than $1,800 would have to compute his net earnings. If his actual net
earnings as computed were less than $900, he could, if he wished, report
$900; otherwise he would have to report his actual net.

In any case, rentals received in the form of crop shares, like other
rentals from real estate, would be excluded from gross incomne for
social-security purposes.

Like urban businessmen, the self-employed farm operator will report
his net income for social-security purposes by transferring the informa-
tion from his income tax return to a simple supplementary form. If
his net earnings from self-employment (either actual or presumed) do
not amount to as mnch as $400 or more in a given year, he pays no
self-employment tax on such income and receives no credit toward
benefits.

The following tabular outline summarizes these provisions for
different gross incomes, along with all possibilities as to net income:

Social security net earnings

Gross income Net income
Standard method Alternative method
Under $400. _ ... ... Under $400___.____ None,
$400 to $799..__ Under $400__..__._ e ----~-----| None,

Do 277} $400 to $799 .. 111C i None.
$800 1o $1,799___ _| Under $a00_--7270

- 50 percent of gross income,
Do._ ... R $400 to %,799_ .

-| 50 percent of gross income,
$900.

$900,

.

t Cannot be used; in all other cases, individual can use either standard or alternative method,

2. Self-employed professional people.~—The bill would extend cover-
age to about 400,000 people who during the course of a year are self-
employed in the practice of certain professions. With one exception,
physicians, the professional people who would be covered are those
who are now specifically excluded: lawyers, dentists, architects, engi-
neers, accountants, funeral directors, osteopaths, chiropractors, vet-

-
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erinarians, naturopaths, optometrists, Christian Science practitioners,
and those few ministers who do not perform services for a church or
other organization. Self-employed physicians will continue to be
excluded. Coverage of persons in the self-employed professional
groups would be on the same basis as that on which other nonfarm
self-employed people are now covered. Thus, anyone with annual
net earnings of $400 or more from covered self-employment, including
professional self-employment, would be covered. Professional people
would report their earnings for social-security purposes annually with
their income-tax reports as is done by the self-employed people now
covered.

Coverage of self-employed professional people, like the coverage of
the self-employed now under the program, would be compulsory.
Your committee is aware that some groups have expressed a prefer-
ence for coverage on a voluntary individual basis. There are, how-
ever, fundamental objections to that approach. The history of volun-
tary social insurance on an individual elective basis in the United
States and in other countries indicates definitely that only a very
small proportion of all eligible individuals actually elect to participate.
Those who do participate are usually not the people of below-average
income who are in the greatest need of the protection afforded. More-
over, voluntary coverage attracts almost exclusively people who,
because they are already old or for other reasons, can expect a large
return for their contributions. This ‘“‘adverse selection of risks’
could result in a significant drain on the funds of the program.

3. Employees of State and local governments under retirement sys-
tems.—The present law provides for covering State and local govern-
ment employecs under voluntary agreements between the individual
States and the Federal Government. (Voluntary group coverage is
necessary in this area because the Federal Government cannot, under
the Constitution, impose the social-security taxes on the States.) The
present law excludes from coverage under a Federal-State agreement,
however, employees who are in positions covered by a State or local
retirement system on the date the agreement is made applicable to the
coverage group to which they belong (except for members of the
Wisconsin retirement fund, for whom coverage was made available
under special provisions enacted in 1953). About 3.5 million em-
ployees (not counting 200,000 policemen and firemen) are in positions
covered by State and local retirement systems in the course of a
year.

Several States and a large number of local governments have
secured old-age and survivors insurance coverage for employees who
were under a retirement system by dissolving the system before
bringing the group under the Federal-State agreement. Except in a
few cases where the old-age and survivors insurance program alone
provided greater protection than the abandoned system, the latter
has been replaced by a supplemental system, after old-age and
survivors insurance coverage was secured. An estimated 300,000
employees now have such combined protection.

Under the bill a State could bring members of a State or local
retirement system (except policemen and firemen) under its old-age
and survivors insurance agreement provided that a referendum by
secret written ballot was held among the members of the system, that
a majority of the members of the system eligible to vote in the ref-
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erendum did so, and that at least two-thirds of those voting in the
referendum voted in favor of old-age and survivors insurance coverage.
These requirements seem to your committee to be adequate to assure
that any referendum is reasonably representative of the wishes of the
retirement system members; but they are not so restrictive as to make
coverage impossible wherever an indifferent minority fails to vote.

The bill continues the present exclusion of policemen and firemen
who are covered by a State or local retirement system. Policemen
and firemen, because of the arduous nature of their work, have
special provisions in their retirement systems such as lower retire-
ment ages, and feel it would be unwise to attempt to integrate these
provisions with old-age and survivors insurance.

The bill states that it is the policy of the Congress in making
coverage available to retirement system members that the protection
of members and beneficiaries of the retirement system not be im-
paired by reason of coverage of the retirement system members under
old-age and survivors insurance. The bill also makes it impossible
to cover retirement system members without a referendum, by dis-
solving the retirement system, after the enactment of the referendum
provisions.

Under present law, employees whose positions are covered by a
retirement system but who are not themselves eligible for membership
in the system receive the same treatment as employees who are mem-
bers of the retirement systemn. The bill provides for covering these
employees (other than policemen and firemen) without a referendum.
(Since the referendum requirements are designed to protect existing
retirement rights, they are inappropriate for this group, which has no
retirement protection.) The bill also provides that such employees
would not be permitted to vote in any referendum on coverage for
the retirement system members, since they could be covered even if,
as a result of an unfavorable referendum, the members of the system
were not covered. They could, however, be covered along with
retirement system members if a referendum was favorable.

The bill would also provide for covering without a referendum, at
any time prior to January 1, 1958, employees who could not be
covered when their coverage group was covered because they were
under a retirement system, but whose system was later dissolved by
action taken prior to enactment of the bill. (It is necessary to do this
because these employees could not be covered by means of a referen-
dum, since there would be no active members of a retirement system
who could vote in a referendum.)

4, Farmworkers.—Under present law a farmworker is covered only
if he is paid at least $50 In a quarter by a single employer and is
“regularly employed” by that employer. The test of “regular
employment’ is very cumbersome and complicated and is so restric-
tive that it covers only 700,000 workers—a small proportion of those
who earn their living through farmwork. Before the worker can
meet the ‘“regularly employed” test for coverage he must first work
for an employer continuously throughout an entire calendar quarter.
He is then ‘“regularly employed” in each succeeding quarter if he
does full-time farmwork for the employer on as many as 60 days in
that quarter or in the preceding quarter. If during any quarter he
fails to work for 60 days for the same employer, the chain is broken



10 SOCIAL SECURITY AMENDMENTS OF 1054

and he must serve another qualifying quarter before he can again be
covered.

The problem facing your committee was that of amending this
restrictive provision in such a way as to bring in more people who earn
their living through hired farmwork and yet to exclude incidental and
temporary employees and avoid imposing an impossible burden on the
farm operator at the peak harvest period. Your committee believes
that this problem has been solved.

Under the bill a farmworker would be covered in his work for any
one employer if he receives cash wages of $200 or more in the year
from that employer. This provision would bring into the program
about 1.3 million workers in addition to those now covered, while
continuing to exclude those farm employees who are normally engaged
in other activities—housewives and schoolchildren, for example—and
who do farmwork only in the peak harvest periods. The use of an
annual test, rather than a quarterly one, would avoid the artificial
and arbitrary splitting up of the seasons for the various crops, so that
the farm operator would not, in the midst of his busiest season, have
to make out social-security reports for his covered farmworkers.

Under this provision farmworkers’ earnings would be reported
annually. Therefore, it is necessary to make some provision for con-
verting annual earnings into quarters of coverage. Your committee
proposes that farmworkers be given two quarters of coverage for
annual earnings amounting to $200 but less than $300; three quarters
of coverage for annual earnings amounting to $300 but less than $400;
and four quarters of coverage for annual earnings amounting to $400
or more. Since a farmworker would never be covered unless he had
$200, he would be assured of two quarters of coverage for each year
in which he was covered and, therefore, could acquire and retain
insured status even though covered on only the minimum basis.

5. Domestic workers in private homes and others who perform work
not n the course of the employer’s business.—The bill would cover all
domestic workers who work in nonfarm private homes and who are
paid $50 in cash wages by an employer in a calendar quarter. It
would delete the unnecessary and complicated requirement of present
law limiting the coverage of domestic workers to those who work for
a single employer on 24 days during a calendar quarter. The simplified
test of coverage for domestic services in private homes provided by
the bill would cover, during the course of a year, about 200,000 more
household workers than does the present law. It would also afford
additional coverage for from 50,000 to 100,000 workers who under
present law are covered on some but not all of their domestic jobs.

Most of the domestic workers who would continue to be excluded
from coverage would be students, housewives, and others who spend
comparatively little time working for pay. Under the bill almost 90
percent of the persons whose major activity is domestiec employment
would be covered.

Persons performing other types of service not in the course of the
employer’s trade or business would, like domestic workers, be covered
by the bill if they are paid $50 in cash wages by an employer in a
calendar quarter. This would give coverage to perhaps 50,000 per-
sons. Your committee proposes this provision to improve and sim-
plify the coverage of such services and to retain the principle, now in
the present law, of applying the same coverage test for these non-
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business services as is applied to domestic services performed in
private homes. It is important to establish uniform tests for these
two types of work because there are certain kinds of nonbusiness
services which are not, strictly speaking, domestic service in private
homes but which are difficult to distinguish from domestic service.

6. Mainisters and members of religious orders.—The bill provides for
covering employed ministers and members of religious orders (other
than those who have taken a vow of poverty) under provisions which
are essentially the same as those under which lay employees of non-
profit organizations are now covered. Ministerial employees and lay
employees would be separate groups for purposes of coverage but an
organization which has both lay employees and ministerial employees

. could not cover the ministerial employees unless the lay employees
were also covered.

In order for a minister or member of a religious order to be covered
the employing organization would have to file a certificate indicating
its desire to cover the ministers and members of religious orders in
its employ, and at least two-thirds of its employees who are ministers
or members of religious orders would have to sign a certificate indi-
cating their desire for coverage. Only those employees who sign the
original certificate would be covered initially. Employees who do
not sign the original certificate may secure coverage by filing a supple-
mental certificate at any later date. Any minister or member of a
religious order who is employed by the organization after its ministers
and members of religious orders have been covered would be covered
automatically. As indicated elsewhere in this report, the bill would
cover self-employed ministers on the same basis as other self-employed
persons now covered and other self-employed groups covered under
the bill. Some ministers and members of religious orders may have
part of their income covered as self-employment income even tbough
the major part of their income is received in the form of salary. Fees
and honorariums paid to the minister as an individual and income
from any other activities in which the minister may engage on a
self-employment basis would not be reported by the nonprofit
organization covering the minister as an employee, but would be
reported by the minister with his income-tax return if they amounted
to as much as $400 in a year.

Your committee gave careful consideration to suggestions that
ministers of churches and those employed by religious institutions, as
well as those who are actually self-employed, be allowed to participate
in old-age and survivors insurance as self-employed persons on an
individual voluntary basis. Ycur committee recognizes that the
terms “employer’”’ and ‘“‘employee’” are not usually used to describe
the relationship between a minister and his church, and the bill pro-
vides that nothing in the relevant sections of the law shall be construed
to mean that a minister is an employee of any organization for any
purpose other than for social security Nevertheless the services of
the minister are usually performed under conditions more like those of
employment than of self-employment. It does not seem desirable to
cover any group of employees as self-employed persons either from the
standpoint of the “old-age and survivors insurance program or from
the standpoint of the employees, if they would be required to pay a
higher rate than other employees for the same benefits, while the
organization that employs them would pay no contributions at all.

47721—54—2
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Moreover, as we have indicated earlier in this report, there are fun-
damental objections to covering any group of workers under pro-
visions which permit an individual to obtain coverage solely at his
own option.

7. Civilian employees of the Federal Government not covered by a re-
tirement system.—The bill would extend coverage to approximately
150,000 civilian employees of the Federal Government and its instru-
mentalities who are not now covered by retirement systems. Your
committee believes that any Federal employee now lacking retirement
protection should be covered by old-age and survivors insurance if
the services he performs for the Government are of a type that would
be covered if performed for a private employer. Accordingly, the
bill extends coverage to all Federal employees not covered by retire-
ment systems, with the following exceptions: the President, the Vice
President, Members of Congress, employees in the legislative branch,
inmates of Federal prisons, interns, student nurses, and other student
employees of Federal hospitals, and persons employed on a temporary
basis during emergencies such as earthquakes or floods.

The bill would also extend coverage to about 200 employees of
district Federal Home Loan Banks and about 10,000 employees of the
Tennessee Valley Authority. These employees are covered by retire-
ment systems that are, or will be, designed to be supplementary to
the old-age and survivors insurance program,

8. Unated States citizens employed outside of the United States by
Jforeign subsidiaries of American employers.—The bill would make old-
age and survivors insurance coverage possible for about 100,000

nited States citizens who are employed outside of the United States
by foreign subsidiaries of parent American companies.

For various reasons, American employers frequently operate in
other countries through subsidiaries incorporated or otherwise estab-
lished under the laws of the foreign country. Under present law
American citizens working for American employers in foreign countries
are covered under old-age and survivors insurance. The United
States citizens employed by the subsidiaries of American employers
are likely to have the same close connection with the United States,
and the same expectation of returning to the United States, as United
States citizens employed outside the United States by the parent com-
pany.

The United States cannot impose the employer tax of the old-age
and survivors insurance program upon the foreign subsidiaries of
American employers. Accordingly, the United States citizens em-
ployed by these subsidiaries must be covered under special provisions
which will avoid the levy of a tax on these subsidiaries. Your com-
mittee proposes that the United States citizens in question be covered,
at the option of the American employer involved, if the latter makes an
agreement with the Secretary of the Treasury to pay social security
tax for these employees. In order to avoid adverse selection, the bill
provides that all of the American citizens employed by a given sub-
sidiary would have to be covered if any were covered.

9. Home workers.—The bill would extend employee coverage to
about 100,000 additional home workers. Home workers who have
the status of employees under the usual common-law rules applicable
in determining employer-employee relationship have been covered
since 1937. In addition, under the 1950 amendments, home workers



SOCIAL- SECURITY AMENDMENTS OF 1954 13

who do not have employee status under the usual common-law rules
are covered as employees if they work according to specifications of
the person for whom the work is done on materials or goods furnished
by that person and required to be returned to him or his designee, if
they are paid cash wages of $50 or more during a calendar quarter by
a given employer, and if they are subject to State licensing laws.
The bill would cover as employees those home workers who meet all
the conditions specified in the 1950 amendments except the condition
that the services be subject to licensing requirements under State
law. By eliminating the licensing requirement, the bill provides
employee coverage to all home workers who perform service under
substantially the same conditions irrespective of the State in which the
individual is located. On the other hand, for example, any home
worker in a rural area who is not subject to any supervision or control
by any person whomsoever, and who buys raw materials and makes
and completes any article and sells the same to any person, even
though it is made according to specifications and the requirements of
some single purchaser, would continue to be excluded from coverage
as an employee.

10. Employees engaged in fishing and related activities—Under pres-
ent law, employees engaged in the catching of fish, shellfish, and other
aquatic species (except salmon and halibut), either from the shore or
as officers or crew members of vessels of 10 net tons or less, are ex-
cluded from old-age and survivors insurance coverage. Under this
provision the protection of the program is denied to many of the lower-
paid workers in the fishing industry. This gap in protection has been
particularly evident since self-employed owners of fishing vessels were
covered in 1951. The bill would correct this situation by covering
those employee fishermen, clam diggers, etc., who are now excluded.
About 50,000 additional people would be covered in the course of a
year under this provision.

11. United States citizens employed by American employers on
vessels and aircraft of foreign registry—The Social Security Act amend-
ments of 1950 extended old-age and survivors insurance coverage to
most United States citizens working outside the United States for
American employers. The 1950 amendments failed, however, to
bring in American citizens employed by American employers on
vessels and aircraft of foreign registry. The bill would correct this
situation by covering this small group of American citizens on the
same basis as.other American citizens working outside the United
States for American employers.

IV. AviraceE MoNTHLY WAGE

The bill changes the method for computing the average monthly
wage, on which the primary insurance amount (and thus, the amount
of every dependent’s and survivor’s benefit) is based. For individ-
uals who qualify for benefits after the effective date of the bill, or
who meet certain other conditions after that date, up to 5 years in
which their earnings were lowest (or nonexistent) will be eliminated
from the computation of the average monthly wage. In general,
every individual who first qualified for benefits after the effective
date, or who had at least 6 quarters of coverage after June 1953
(which means that the 6th quarter of coverage must be earnad after
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September 1954), or who qualified for certain types of benefit recom-
putations after the effective date, could eliminate up to 4 years of
lowest or no earnings from the computation. If, in addition to meet-
ing the applicable requirements stated above, he had at least 20 quar-
ters of coverage (acquired at any time), he could eliminate an addi-
tional low year.

This “dropout’” of years of low earnings will benefit both those
individuals to whom coverage is extended by this bill, and those who
were covered in the past. Without such a provision, individuals first
brought under coverage on January 1, 1955, would be under a severe
handicap, in that all the months in the years 1951-54, during which
they had no covered earnings, would be included as divisor months
in the computation of their average monthly wage. Under the change
proposed in the bill, as the new%y covered qualify for benefits, their
benefits would be based entirely on their coverad earnings after 1954.
After 5 years of work in covered employment, they can drop an addi-
tional year, which would be the year in which their covered earnings
were lowest.

Individuals who are already covered by the program would also be
able to drop the 4 or 5 years of lowest or no covered earnings whenever
they occurred. Years in which their earnings were low because of
short periods of sickness or unemployment would no longer reduce
their average monthly wage and benefit amount. The “drop-out’’
proposal would thus also be of material advantage to the persons who
have been contributing to the program for longer periods of time.

The bill would also simplify the computation of the average monthly
wage by the use of standard first-of-the-year starting and closing dates,
with all computations based on calendar years, for both wage earners
and self-employed persons.

V. EarNiNGs Base

Under the provisions of the bill, the maximum amount of covered
earnings considered, for both tax and benefit purposes, would be
raised from $3,600 to $4,200 a year, effective January 1, 1955.

The major reason for this proposal is to maintain the principle of
old-age and survivors insurance (as embodied in the statutory benefit
provisions) that benefits should, within limits, vary with the individu-
al’s previous earnings. Since the benefits paid upon retirement or
death are related to past earnings, it follows that the basic factor in
the determination of benefit amounts is the level of previous earnings.
Over three-fifths of the male workers regularly covered by the pro-
gram now earn more than $3,600, the maximum amount counted
for benefit purposes. Your committee believes that if the principle
that benefits should vary with earnings is to be maintained, addi-
tional earnings above the $3,600 limit must be counted toward
benefits. It follows that those who earn above that amount should
receive higher benefits than those whose earnings are smaller.

Earnings somewhat above $3,600 do not, under present conditions,
mark a man as high paid but are typical earnings in major sections of
commerce and industry. Average annual full-time earnings in manu-
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facturing industries in 1953 were about $4,000. The average for
mining was about $4,400° and for transportation, almost $4,400.
Skilled workers in any industry earn more than the average for the
industry.

For workers who have earned maximum wages under the program,
‘the benefit increases in the amendments of 1950 and 1952 did not quite
compensate for the increase in prices which has taken place since the
benefit levels were set in 1939. No recognition has been given to the
substantial increase in the level of living as measured by the extent
to which increases in wages have exceeded increases in prices. Under
the formula provided in the 1939 law, a worker who earned maximum
wages under the program and who retired now would be getting a
benefit of $47.20. The increase in prices since 1939 has been such
that this benefit of $47.20 would now need to be over $90 (rather
than the $85 provided by present law) in order for this retired worker
to buy the same level of living that was contemplated by the 1939
act. If benefits were to be increased in proportion to the increase
which has occurred in wages, this benefit of $47.20 would now need
to be somewhat over $110 a month. The bill would raise the benefit
for the worker earning the maximum creditable wages to $108.50.

Raising the wage base to $4,200 would restore approximately the
same relationship between general earnings levels and the maximum
wage base that existed in 1951. In 1953, approximately 43 percent
of regularly covered male workers had earnings of more than $4,200,

An increase in benefit amounts to compensate for the general in-
crease in the level of earnings could be made by a revision of the
benefit formula, without any increase in the wage base, but such a
step would have a major disadvantage. The percentage of workers
receiving benefits at or near the maximum would remain at least as
high as at present, thus weakening the basic principle that benefits
should vary with past earnings.

VI. INCREASE IN OLD-AGE AND SURVIVORS INSURANCE BENEFITS

A. General

A general improvement in benefit levels will result from extension
of coverage, elimination of up to 5 years of lowest or no earnings in
computing the average monthly wage, from the provision to preserve
the benefit rights of persons with extended total disability, and from
the increase in the maximum annual earnings which can be included
in the computation of benefits. In addition, the bill provides for an
increase in the percentage of average monthly wage yielded by the
benefit formula. The level of benefits thus established will represent
a realistic floor of protection ip line with current price and wage levels.

Benefit payments are increased for beneficiaries presently on the
rolls as well as for those qualifying in the future. For present retired
workers, monthly payments will range from $30 to $98.50, as compared
with $25 to $85 under present law, with the average increase in benefit
amounts being about $6. TFor those coming on the rolls in the future,
the range of benefit payments, taking into account the increased
earnings base, will be from $30 to $108.50.
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B. Revised benefit formula

The benefit formula provides the highest relative benefits in relation
to earnings at the lowest levels of income. This is in recognition of
the fact that low-income workers have less opportunity to supplement
their benefits from private savings and insurance. As wages rise,
the money amounts which very low-paid workers earn rise also. For
this reason it becomes necessary to extend upward the level of earn-
ings to which the first factor in the benefit formula applies. Accord-
ingly, the bill increases from $100 to $110 the amount of average
earnings to which the 55-percent factor in the present formula is
applicable. '

A further amendment in the formula is made by increasing the
factor for the second step from 15 percent to 20 percent, and raising
the maximum earnings to which the formula applies from $300 a
month to $350 in line with the increase in the annual earnings base
from $3,600 to $4,200. (See table 1 for illustrative benefits for a
retired worker under this bill as compared with present law.) To
maintain the relative protection the average earner can expect to
obtain from benefits under the old-age and survivors insurance system,
a higher percentage of the upper earnings must be provided. At the
same time, the fact that higher paid workers can be expected to make
more adequate supplementary provision for themselves and their
families than can the lowest paid is taken into account. Under the
revised formula, benefits for an individual with average earnings of
$350 a month will represent only 31 percent of his earnings as com-
pared to 55 percent for workers in the very lowest group.

Finally, it may be noted that previous legislation has increased the
lower step of the formula twice, but the upper step only once. Under
the 1939 law, the benefit formula was 40 percent of the first $50 of
average earnings plus 10 percent of the next $200. In 1950 the formula
was amended to provide 50 percent of the first $100 plus 15 percent
of the next $200. The 1952 amendments increased the first step to
55 percent, but made no change in the second step.

The revised formula, which will be applicable to average earnings
computed over the period since 1950, will apply for workers coming
on the rolls in the future who are eligible for dropping out low years
of earnings from the average wage computation. Where, however, the
individual’s benefit would be larger if computed through the con-
version table (described hereafter) which will be used to raise the
benefits of persons now on the rolls, he will receive the larger amount.
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TaABLE 1.—Illustrative monthly benefits for retired workers
ASSUMING LEVEL EARNINGS

Average monthly wage Present law Bill
‘With drop-
On basis of present law pggigsed Single | Married! | Single | Married?
in bill
$50 $27.50 2 $41. 30 $30. 00 4 $45.00
100 55.00 380.00 55.00 4 82. 50
150 62. 50 93. 80 68. 50 102.80
200 70. 00 105. 00 78. 50 117.80
250 77. 50 116. 30 88. 50 132.80
300 85,00 127. 56 98. 50 147.80
350 %) %) 108. 50 162. 80

ASSUMING SPECIFIED INCREASE IN EARNINGS ARISING FROM DROP-OUT PROVIDED

IN BILL
$70 $27. 50 2$41.30 $38. 50 4 $57.80
120 55.00 3.80.00 62. 50 93.80
170 62. 50 93.80 72. 50 108. 80
220 70.00 105. 00 82. 50 123.80
270 77.50 116. 30 92, 50 138.80
310 85. 00 127.50 100. 50 150. 80
350 O] Q] 108. 50 162. 80

I With wife aged 65 or over.

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

3 Reduced to 80 percent of average wage.

4 Application of 80 percent maximum may not reduce benefits below 114 times primary insurance amount.
8 Present law includes earnings only up to $300 a month.

C. Increase for present beneficiaries

The bill provides increases in benefits for the 6.3 million present
beneficiaries under the system. In thus making benefit increases
effective for those already on the rolls, the bill follows the precedent
of the 1950 and 1952 amendments. The purpose of helping bene-
ficiaries to meet their current living needs through their benefit pay-
ments is served only if the value of the benefits being paid is kept
adjusted to changes in economic conditions.

The increase in old-age insurance benefits (or primary insurance
amounts on which dependents and survivors benefits are based) is
accomplished through a conversion table establishing a new higher
amount for each primary insurance amount under present law (see
table 2). In effect the new amounts are derived by applying the
new formula to the average monthly wage on which the present benefit
is based, except where application of the formula yields an increase
in benefits of less than $5 over present law. In such cases, an increase
to $5 will be made, thus assuring a minimum increase of this amount
in a]l present old-age insurance benefits. The minimum benefit will
be $30 and the maximum $98.50. This maximum is consistent with
the maximum average wage of $300 which can be computed under
present law.
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TaBLE 2.—Summary of conversion table for computing new monthly benefits for
those now on the roll

Present primary insurance amount New primary insurance amount
$25. 00 $30. 00
30. 00 35. 00
40. 00 45. 00
50. 00 55. 00
60. 00 67. 90
70. 00 78. 50
80. 10 91. 90
85. 00 98. 50

The conversion table will also be applicable in certain cases for
workers coming on the rolls in the future. These will include any
workers who are not eligible for dropping out low years from the
computation of their average monthly wage, as well as workers who
do not have their benefits increased by at least $5 (over what present
law would provide) by use of the dropout and the new benefit formula.
This alternative will produce a larger benefit in cases where dropping
out the low years does not produce a significant increase in the average
wage and the wage is at the relatively low level where the new formula
does not in itself increase benefits by as much as $5. As another
alternative, in those cases—relatively few in number—where a worker
eligible for the dropout would get a higher benefit on the basis of aver-
age earnings computed over the period since 1936, the low 4 or 5 years
will be dropped from the computation based on the modified 1939 act
formula and the conversion table applied.

D. Family benefits

Dependents’ and survivors’ monthly benefits will be increased
automs tically in line with the increase in primary insurance amounts,
since they are computed as percentages of the primary insurance
amount. The bill further provides that the maximum amount of
benefits that may be paid on an individual’s record shall be raised
from $168.75 to $200. '

The present provision that family benefits may not exceed 80 per-
cent of the average monthly wage on which they are based is retained.
The bill provides, however, that in no case shall application of the 80-
percent maximum reduce total benefits below the larger of 1% times
the primary insurance amount or $50. In this way the benefits for a
retired worker and wife, as well as for any two survivor beneficiaries
will always be payable in their full proportions. Under present law
there are cases, for example, where application of the 80-percent
maximum prevents a wife from getting the full one-half of the hus-
band’s benefit amount. The new provision replaces the present stipu-
lation that family benefits may not be reduced below $45.

Finally, the bill provides that the minimum amount payable where
only one survivor beneficiary is drawing payments on an individual’s
record shall be $30 a month, the same as the minimum old-age insur-
ance benefit. This amount will thus become the minimum payment
for any single surviving widow, widower, child, or parent, instead of a
proportion of the minimum primary amount as provided under present
law. Your committee believes it reasonable that the minimum pay-
ment on any individual’s record be $30, regardless of whether it is his
own benefit or that for a survivor. See table 3 for illustrative survivor
benefits under the bill as contrasted with those under present law.
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E. Lump-sum death payment

The bill retains the present provision that the lump-sum death
payment be computed as 3 times the primary insurance amount, but
sets a maximum .of $255 that can be paid. This maximum is equal
to the present maximum lump-sum payment (3 times the present
meaximum primary insurance amount of $85). The lump-svm is
intended to be only a modest amount to help meet the special expenses
connected with the worker’s 1ast illness and death, and there appears
to be no compelling necessity for increasing the amount beyond the
maximum payable under present law.

VII. IMPROVEMENT oF THE RETIREMENT TEST

Monthly benefits under the old-age and survivors insurance system
are paid upon the retirement or death of the family earner. Conse-
quently the law provides that benefits are not payable to persons
otherwise eligible for benefits if they have substantial employment or
self-employment esrnings, as determined under the retirement test
set out in the act.

Your committee seeks to maintain this principle, but has determined
that certain amendments should be made to increase the equity of the
retirement test and to afford greater opportunities to retired indi-
viduals to supplement their benefits through earnings from part-time
or intermittent work.

A. Establishment of uniform annual test for wage earners and self-
employed persons

Two separate tests of earnings are provided under present law,
applicable to beneficiaries under age 75. Wage earners are subject to
an ‘“all or none” monthly tast undar which benefits for the individual
and for any dependents drawing benefits on his record are withheld
for any month in which he earns covered wages of more than $75.
The present test for self-employed persons is on an annual basis
under which 1 month’s benefit is withheld for each $75 (or fraction
thereof) of self-employment earnings in excess of $900 in a year,
except that no benefit is withheld for any month in which the self-
employed person did not render substantial services in his trade or
business.

Under the bill, the test is put on an annual basis for both wages
and self-employment earnings, and the two types of income are com-
bined for purposes of determining the individual’s total earnings.
The bill also provides an increase in the amount of earnings which
individuals may have without loss of benefits. The annual exempt
amount is set at $1,000. One month’s benefit would be withheld
for each $80 or fraction thereof in excess of $1,000, but no benefit
would be suspended for any month in which the individual neither
earned wages of more than $80 nor rendered substantial services as a
self-employed person in his trade or business.

Under the new test, wage earners will not lose a benefit each month
they earn above a specified amount but will be able to take inter-
mittent full-time work or more regular part-time work than at present
without the loss of benefits or with the loss of only a few months’
benefits, depending on what they earn. For example, a beneficiary
could work throughout the year at $90 a month and lose only 1
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month’s benefit, whereas under present law he would lose all 12. As
another example, a beneficiary could earn $300 a month for 3 months
(such as at Christmas) without losing any benefits, whereas under
present law he would lose 3 months’ benefits.

The combination of wage and self-employment earnings for retire-
ment test purposes will eliminate the present discriminatory dual
exemption possible in some cases for individuals having both types
of earnings, by reason of the separate tests presently in the law.

B. Extension of test to earnings in noncovered work

The present retirment test applies only to earnings iv work covered
by the old-age and survivors insurance system, thereby enabling
individuals who worz in noncovered employment to continue to draw
their benefits regardless of their earnings. The bill eliminates this
anomaly by prowniding that earnings from any type of employment or
self-employment in the United States, whether or not covered by the
system, would be taken into account in determining whether or not
benefits should be withheld. Such a provision is now administratively
feasible, since coverage of the system will be nearly universal.

C. Extension of retirement test to employment outside the United States

The retirement test under the bill would continue to apply to
covered earnings outside the United States in the same way as I this
country. In addition, a test is established for employment in non-
covered work outside the United States. Thus beneficiaries residing
abroad ‘will be on a generally comparable basis with those in the
United States. '

No specific earnings amount could possibly differentiate between
full-time and part-time work in all countries where beneficiaries might
be working. For this reason a different type of test is provided.
Under this test benefits would be withheld for any month in which a
beneficiary under age 75 engages in noncovered remunerative activity
(either employment or self-employment) outside the United States on
7 or more different calendar days. For administrative reasons, a
monthly test, rather than an annual test, is recommended.

VIII. INsURED StarUs

The Social Security Act amendments of 1950 greatly liberalized the -
requirements for insured status by granting a ‘‘new start’” whereby an
individual was fully insured if he had quarters of coverage (acquired
at any time) equal in number to half the calendar quarters elapsing
after 1950 (rather than 1936). Your committee believes that it is
unnecessary, in this bill, to provide for another “new start’’ in the
requirements for insured status. Successive ‘new starts,” reducing
the insured status requirements to the absolute minimum of six
quarters of coverage, tend to weaken the principle that benefits should
be payable only on the basis of a substantial degree of attachment to
employment covered by the system.

There is, however, good reason to grant a temporary measure of
relief to those newly covered workers who, although they are con-
tinuously engaged in covered work after 1954, die or retire before they
can meet the requirements for insured status in present law. For
this reason, the bill provides that an individual is deemed to be {ully
insured at the time of his death or attainment of age 65, whichever 1s
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earlier, if all of the quarters elapsing after 1954 and up to that time
are quarters of coverage, provided that at least six of the quarters
after 1954 are quarters of coverage. This provision ceases to be ap-
pliceble to those reaching age 65 or dying after the second quarter of
1958, since any newly covered individual who worked continuously
in covered employment after 1954 and through that quarter would
meet the requirements of present law with regard to fully insured
status. .

IX. PRESERVATION oF BENEFIT RIGHTS FOR DISABLED -
- A. Need for disability freeze

Under present law old-age and survivors insurance rights are im-
paired or may be lost entirely when workers have periods of total disa-
bility before reaching retirement age. Unless the worker is already
permanently insuréd when he becomes disabled, he may have lost his
fully insured status when he reaches retirement age because the entire
period of his disability is included in the elapsed time which is the basis
for determining his insured status. When benefit amounts are com-
puted under present law, whether for retirement benefits or survivors
benefits, his total earnings after a specified starting date and up to
age 65 or death are divided by the total elapsed time, including any
periods of total disability, in determining his average monthly wage,
on which monthly benefits are based. A freeze of old-age and sur-
vivors insurance status during extended total disability would remove
this disadvantage by preventing such periods of disability from
reducing or denying retirement and survivors benefits. In addition
there is available to the disabled individual the 4- or 5-year dropout
period provided by this bill for all persons.

Such a freeze provision is analogous to thé “waiver of premium”
commonly used in life insurance and endowment annuity policies to
maintain the protection of these policies for the duration of the policy-
holder’s disability. About 200 life-insurance companies (many of the
largest) operating in the United States offer a “waiver of premium’”
clause to individuals purchasing ordinary life insurance. It has been
estimated that about half of-the standard ordinary life insurance issued
currently is protected through.‘““waiver of premium’’ in the event of
the disability of the insured. ’ :

B. Emphasis on rehabilitation

Your committee recognizes the great advances in rehabilitation
techniques made in recent years and appreciates the importance of
rehabilitation efforts on behalf of disabled persons. It is a well-
recognized truth that prompt referral of disabled persons for appro-
priate vocational rehabilitation services increases the effectiveness of
such services and enhances the probability of success. The bill is
framed to carry out your committee’s objective that disabled indi-
viduals applying for disability determinations be promptly referred _
to State vocational rehabilitation agencies, to the end that as many
disabled individuals as possible may be restored to gainful work.

C. Earnings requirements

The earnings requirements which must be met to qualify for the
freeze are intended to limit the application of this provision to indi-
viduals who have had a reasonably long, as well as recent, record of
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covered earnings. They operate to screen out those who have not
established a reasonably substantial attachment to the labor force
and those who had voluntarily retired from gainful activity, and had
not been compelled to leave the labor force by reason of their disability.
D. Definitron of disability

Only those individuals who are totally disabled by illness, injury,
or other physical or mental impairment which can be expected to be
of long-continued and indefinite duration may, qualify for the freeze.
The impairment must be medically determinable and preclude the
individual from performing any substantially gainful work. An indi-
vidual would also be disabled, by definition, if he is blind within the
meaning of that term as used in the bill. A person who does not meet
the statutory definition, but who nevertheless has a severe visual im-
pairment would be in the same position as all other disabled persons,
that 1s, he may qualify for a period of disability under the general
definition of disability if he is unable to engage 1n any substantially
gainful activity by reason of his impairment. . ;

There are two aspects to disability evaluation: (1) There must be
a medically determinable impairment of serious proportions which is
expected to be of long-continued and indefinite duration or to result
in death, and (2) there must be a present inability to engage in sub-
stantially gainful work by reason of such impairment (recognizing, of
course, that efforts toward rehabilitation will not be considered to
interrupt a period of disability until the restoration of the individual
to gainful activity 1s an accomplished fact). The physical or mental
impairment must be of a nature and degree of severity sufficient to
justify its consideration as the cause of failure to obtain any sub-
stantially gainful work. Standards for evaluating the severity of dis-
abling conditions will be worked out in consultation with the State
agencies. They will reflect the requirement that the individual be
disabled not only for his usual work but also for any type of sub-
stantially gainful activity.

Disability must have lasted for 6 months before it may be considered.
This provision is intended to exclude from consideration temporary
conditions which terminate within 6 months,

In prescribing that the freeze apply only in the case of impairments
“which can be expected to be of long-continued and indefinite dura-
tion”” your committee seeks to assure that only long-lasting impair-
ments are covered. This provision is not inconsistent with efforts
toward rehabilitation since it refers only to the duration of the im-
pairment and does not require a prediction of continued inability to
work. An individual would not meet the definition of disability if
he can, by reasonable effort and with safety to himself, achieve recov-
ery or substantial reduction of the symptoms of his condition.

E. Determinations of disability

By and large, determinations of disability will be made by State
agencies, administering plans approved under the Vocational Re-
habilitation Act. This would serve the dual purpose of encouraging
rehabilitation contacts by disabled persons and would offer the ad-
vantages of the medical and vocational case development undertaken
routinely by the rehabilitation agencies. These agencies have well-
established relationships with the medical profession and would
remove the major load of case development from the Department.
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By agreement, the State agencies will apply the standards developed
for evaluating severity of impairments for purposes of the freeze.
This will promote equal treatment of all disabled individuals under
the old-age and survivors’ insurance system in all States. The cost
to these agencies for their services in making disability determinations
will be met out of the trust fund.

In the relatively few cases where there may be no agreement with a
State or there is delay in obtaining agreement, disability determina-
tions will be made by the Department of Health, Education, and
Welfare. Such determinations will also be made in certain types or
classes of cases, which, because of their characteristics or their volume
(e. g., the backlog), are excluded from the agreement at the State’s
request.

F. Effective dates :

January 1, 1955, has been specified as the earliest date a disability
freeze application can be accepted in order to give the Department
of Health, Education, and Welfare time to prepare its forms and pro-
cedures and negotiate necessary agreements with State agencies.
An individual who files a freeze application before July 1, 1955, must,
however, be alive on July 1, 1955, in order to get a period of disability.

Until July 1, 1957, a disability “freeze” application could establish
a period of disability beginning on the earliest date the individual was
disabled and met the covered work requirements described above.
This means that an individual who was disabled as early as the fourth
quarter of 1941 could have had sufficient qualifying earnings and could
establish a period of disability provided he was continuously disabled
and filed a disability freeze application before July 1, 1957. Despite
the administrative difficulties created, your committee believes that
the large number of persons who have been totally disabled for the
years before the enactment of this provision should be included in the
group receiving the advantages of the freeze provision, but only for
periods of disability continuing to the date of application.

Benefit increases for disabled individuals already on the benefit
rolls would be payable beginning July 1955. Newly entitled persons
would be able to have their benefits computed with the exclusion of a
period of disability, beginning with the month of July 1955. Survivors
of workers who died after having qualified for a period of disability
would receive increased benefits.

X. PaymeENT OF BENEFITS TO PERSONS RESIDING ABROAD

Under present law, old-age insurance benefits may be paid to an
insured worker regardless of his country of residence (except for
limitations imposed by the Treasury Department on payments to
persons residing in certain countries). Benefits are also payable to
otherwise eligible dependents and survivors of insured individuals,
regardless of country of residence, even though such dependents and
survivors may never have lived in the United States, and may have
had no personal contact with the insured worker over a long period of
years, other than receiving contributions for their support.

Your committee believes that the insured person himself, who has
earned his right to benefits on the basis of his work in American
industry and his contributions to the national economy, should be
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able to have those benefits regardless of the place of his residence.
However, the bill contains a provision restricting the payment of
dependents’ and survivors’ benefits outside the United States to those
cases in which such persons can show a fairly substantial period of
recent residence in the United States, or in which the insured person
was currently insured on the basis of wage credits for service in the
Armed Forces or on the basis of his earmings as an American citizen
working abroad for an American employer or for a foreign subsidiary
of an American employer.

Under this provision, the benefit of a dependent or survivor would
be suspended for any month during which such person was not a resi-
dent of the United States, unless: (1) he had been a resident of the
United States for at least 3 years out of the 5-year period just prior
to his eligibility for benefits; or (2) in the case of a child who became
eligible for child’s benefits prior to attainment of age 3, he had been
born in the United States. The provision would also be inapplicable
to those cases in which the insured individual acquired his currently
insured status by reason of service in the Armed Forces of the United
States or by reason of employment outside the United States which
is covered under the act.

Further, the provision for suspension of benefits would not apply
to any dependent or survivor who was entitled to or eligible for a
benefit for any month prior to the month following the effective date
of the bill. This exception to the provisign would assure that in-
dividuals who qualified for benefits under the provisions of present
law, or who could qualify for such benefits by application prior to the
effective date of the bill, would not be deprived of rights already
established.

XI. MISCELLANEOUS PROVISIONS

Earnings during periods of unlawful residence in the United States.—
The bill provides that earnings derived by an individual during such
periods as are certified by the Attorney General to have been periods
in which he was unlawfully resident in the United States may not be
used in establishing eligibility for or the amount of any benefits
payable on the basis of his wage record.

Termination of benefits on deportation.—The bill provides that all
benefits payable on the earnings record of an individual who is
deported from the United States because of illegal entry, conviction
of a crime, or subversive activity shall be terminated. Termination
of the benefit would be effective on receipt of a notice from the Attor-
ney General that the individual is under notice of deportation.

Recomputation because of continued work after entitlement.—The bill
changes the provisions under which an individual’s primary insurance
amount may be recomputed because of continued covered employ-
ment after his entitlement to old-age insurance benefits.

The present requirement is that an individual have 6 quarters of
coverage after 1950, and must have lost at least 12 of his monthly
benefits because of work in covered employment within a 36-month
period since the last previous effective computation or recomputation

“of his benefit amount. This provision served to-avoid frequent re-
quests for recomputation of the benefit amount where little or no
- increase in the benefit rate would result.
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In view of the application of the retirement test to earnings in
noncovered employment, suspension of benefits because of work may
not be reflective of an individual’s earnings creditable toward benefit
amounts. Your committee believes, therefore, that it is necessary
to revise the condition determining when an individual may have his
benefit recomputed because of additional earnings. Under the pro-
posed change an individual may qualify for the recomputation if he
has been credited with covered wages and self-employment income
of $1,000 or more in a completed calendar year after 1953 and after
the year in which the individual’s benefit was last computed or re-
computed. As under present law, the requirement that the individual
have at least six quarters of coverage after 1950 will be retained.

This changed provision will also remove certain present restrictions
on the recomputation of benefit amounts of persons aged 75 and over
who, while continuing to work in covered employment for substantial
earnings, cannot meet the requirement for the recomputation because
their benefits have not been suspended because of such work.

XII. AcruariaL Cost EstiMaTeEs For OLD-AGE AND SURVIVORS
INSURANCE SYSTEM
A. Financing policy

The Congress very carefully considered the problems of cost in
determining the benefit provisions of both the 1950 and 1952 acts
and was of the belief that the old-age and survivors insurance program
should be on a completely self-supporting basis from contributions of
covered individuals and employers, with employers and employees
sharing equally. Accordingly, the law under those acts contained a
tax schedule which it was believed would, under a level-wage assump-
tion, make the system self-supporting as nearly as could be foreseen
under circumstances then existing. The 1952 act did not affect the
program’s actuarial balance, which was estimated to remain virtually
the same as in the estimates made at the time the 1950 act was enacted;
this was the case because of the rise in earnings levels in the 3 or 4
years preceding the enactment of the 1952 act, which rise was taken
mto account in the estimates for the 1952 act. It was recognized
that future experience may be expected to differ from the conditions
assumed in the estimates so that any tax schedule, at least in the
distant future, might have to be modified.

Subsequent to the enactment of the 1952 act, new cost éstimates
were developed to take into account the considerable change in eco-
nomic conditions during the last few years and the additional actu-
arial and statistical data available from the program’s operations and
from the 1950 census. According to these new estimates (contained
in Actuarial Study No. 36 of the Social Security Administration,
Department of Health, Education, and Welfare) the level-premium
cost of the benefit disbursements and administrative expenses is some-
what more than one-half percent of payroll higher than the level-
premium equivalent of the scheduled taxes (including allowance for
the existing trust fund).

The net effect of the changes we have recommended, some of which
would increase long-range costs and some of which would decrease
them, is an increase in the long-range cost of the program by slightly
over one-half percent of covered payroll.
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While we recognize that future costs estimates, particularly if earn-
ings continue to rise, may indicate that a lower schedule of contribution
rates will provide for a self-supporting system, we believe that our
policy should bz one of utmost prudence in this area. Consequently
the long-range schedule of old-age and survivors insurance contribu-
tions should be adjusted so as to meet the additional costs of the
changes now proposed and also to cover fully the deficiency which
the new estimates indicate in the financing of the present program.
With this in mind we have proposed that the scheduled rates on em-
ployer and employee in 1970 be raised from 3% to 3% percent and
that in 1975 and thereafter the rate be increased to 4 parcent, with
corresponding changes for the self-employed.

B. Basic assumptions for cost estimates

Estimates of the future cost of the old-age and survivors insurance
program are affected by many factors that are difficult to determine.
Accordingly, the assumptions used in the actuarial cost estimates may
differ widely and yet be reasonable. Because of numerous factors,
such as the aging of the population of thée country and the inherent
slow but steady growth of the benefit roll in any retirement program,
benefit payments may be expected to increase continuously for at least
the next 50 to 75 years.

The cost estimates for the bill are presented here first on a range
basis so as to indicate the plausible variation in future costs depend-
ing upon the actual trend developing for the various cost factors in the
future. Both the low-cost and high-cost estimates are based on high
economic assumptions, intended to represent close to full employment,
with average annual earnings at about the level prevailing in 1951-52,
or somewhat below current experience. Following the presentation
of the cost estimates on a range basis, intermediate estimates developed
directly from the low-cost and hlgh-cost estimates (by averaging
them) are shown so as to indicate the basis for the financing provisions.

In general, the costs are shown as a percentage of covered payroll.
It is believed that this is the best measure of the financial cost of the
program. Dollar ficures taken alone are misleading, because, for
example, extension of coverage will increase not only the outgo but
also to a greater extent the income of the system with the result that
the cost relative to payroll will decrease.

The low-cost and high-cost assumptions relate to the cost as a
percent of payroll in the aggregate and not to the dollar costs. The
two cost assumptions are based on possible variations in fertility rates,
mortality rates, retirement rates, remarriage rates, and so forth.

In general, the cost estimates have been prepared on the basis of
the same assumptions and techniques as those contained in the Social
Security Administration’s Actuarial Study No. 36 (relating to present
law) and Actuarial Study No. 38 (relating to H. R. 7199).

In the previous cost estimates (prepared from 1939 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 thereafter. In the new cost estimates of Acturial Study No. 36
and subsequently, this assumption is revised by maturing any trends,
such as mortality, in the year 2000 but going on with the estimates for
another 50 years. This is necessary because the aged population
itself cannot mature by the year 2000. The reason for this is that the

47721—54———3
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number of births in the 1930’s was very low as compared with subse-
quent experience, and, as a result, there is a dip in the relative propor-
tion of the aged from 1995 to about 2010, which, in itself, would be
reflected in benefit costs for that period. Accordingly, the year 2000
is by no means a typical ultimate year.

An important measure of long-range cost is the level-premium

contribution rate required to support the system into perpetuity,
based on discounting at interest and assuming that benefit payments
and taxable payrolls remain level after the year 2050 (actually the
relationship between benefits and payroll is virtually constant after
about 2020). If such a level rate were adopted, relatively large
accumulations in the trust fund would result, and in consequence
there would also be sizable eventual income from interest. Even
though such a method of financing is not followed, this concept may
nevertheless be used as a convenient measure of long-range costs.
This is & valuable cost concept, especially in comparing various possi-
ble alternative plans and provisions, since it takes into account the
heavy deferred load, although some may feel it unrealistic because it
‘deals with periods beyond the year 2050, and also because it is dubious
to assume a leveling-off or stabilization at any time.
" The estimates are based on level earnings assumptions (slightly
below the present level). If in the future the earnings level should be
considerably above that which now prevails, and if the benefits for
those on the roll are at some time adjusted upward so that the annual
costs relative to payroll 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 payroll rather
than in dollars,

The cost estimates have not taken into account the possibility of a
rise in earoings levels, although such a rise has characterized the past
history of this country. If such an assumption were used in the cost
estimates, along with the unlikely assumption that the benefits never-
theless would not be changed, the cost relative to payroll would, of
course, be lower. If bevefits are adjusted to keep pace with risin,
earnings trends, the year-by-year costs as a percentage of payrol%
would be unaffected. However, in such case this would not be true
as to tha level-premium cost which would be higher, since under such
circumstances the relative value of the interest earnings of the trust
fund would gradually diminish with the passage of time. If earnings
do consistently rise, thorough consideration will need to be given to the
financing basis of the system because then the interest earnings on the
trust fund will not meet as large a proportion of the bepefit costs as
would be anticipated if the earnings level had not risen.

Financial interchange provisions with the railroad retirement
system are, under present law, in effect such that the old-age and
survivors insurance trust fund is to be placed in the same financial
position as if railroad employment had always been covered under the
old-age and survivors insurance program. It is estimated that the
net effect of these provisions will be a relatively small net 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 for the operation of the trust
fund on the basis, as provided in current law, that all railroad employ-
ment will be (and beginning with 1937 has been) covered employment.
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The balance in the fund thus corresponds exactly to the actual situa~
tion arising. But the contribution income and benefit disbursement

ures shown (as well as the numbers of beneficiaries) are slightly
higher (by less than 5 percent) than the payments which will actually
be made directly to the trust fund from contributors and the payments
which will actually be made from the trust fund to the individual
beneficiaries. This is the case because the figures here include both
the additional contributions which would have been collected if rail-
road employment had always been covered and the additional benefits
that would have been paid under such circumstances. The balance
for these two elements is to be accounted for in actual practice by the
operation of the financial interchange provisions.

C. Results of cost estimates on range basis

Table 4 presents costs as a percentage of payroll for each of the
various types of benefits. The level-premium cost for the benefits
provided in the bill, on the basis of 2} percent interest, is roughly 6.3
to 8.3 percent of payroll, while at 2} percent interest the corresponding
figures are 6.2 percent and, 8.0 percent, respectively.

TanLe 4—Estimated benefit payments as percent of tazable payroll for bill, by type

of benefit
ACTUAL DATA!
[In percent)
Monthly benefits Lump-
sum Disabils| Total
Calendar year ol Wid P Moth death ity bene-
- : id- ar- oth- pay- |freezed| fits
age | WIESH w3y | ent's | ers |CDIlA’S| jets
195 . 0. 99 0.15 0.14 0.01 0.07 0.24 1.65
1952, e 111 .17 .16 .01 .08 .26 1.83
1953 a_—- 1. 50 .22 .20 .01 .09 .30 2.39
LOW-COST ASSUMPTIONS

2. 42 0.30 0. 51 0.01 0.16 0.43 0.10 0.04 3.96
3.26 35 93 .01 16 40 11 05 528
4.19 39 118 .01 15 38 13 06 6.48
4.82 38 1.27 .01 14 37 13 07 7.20
4.67 36 117 .01 14 36 13 07 6. 90
5.22 39 Li2 .01 14 36 14 07 7.45

Level-premium 4
2}4 percent interest.__.. 4.22 .36 102 .01 .14 .37 .12 .06 6.32
214 percent interest_ ... 4.13 .36 1.00 .01 .14 .37 .12 .06 6.20

HIGH-COST ASSUMPTIONS

0.36 0.54 0.01 0.19 0.43 0.10 0.05 4. 61
.42 101 01 .19 .39 12 06 6.22
.46 1.29 02 .17 .35 A3 08 7.68
.46 1.41 02 .16 .33 14 09 8.90
.46 1.31 02 .15 .29 15 09 9.04
.60 1.46 02 .14 .29 17 11 11. 46
.49 L18 02 16 .34 .14 08 8.27
.48 115 02 16 .34 .14 08 8.03

1 Excluding effect of railroad coverage under financial interchange provisions.

2 Included are excesses of wife’s and widow’s benefits over old-age benefits for female old-age beneficiaries
also eligible for wife’s and widow’s benefits.  Also includes husband’s and widower’s benefits, respectively.

2 The cost of the “disability freeze’’ is here shown separately, although in actual practice it is spread
among the various types of benefits.

* Lovel-premium contribution rate for benefit payments after 1952 and in perpetuity, not taking into
account (a) lower contribution rate for self-employed compared with employer-employee rate; (b)-existing
trust fund; and (c) administrative expenses. These level-premium rates assume benefits and payrollsrem
level after the year 2050.

NoTE.—All estimates are based on high-employment assumptions,
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Table 5 presents the estimated operations of the trust fund under
the bill on the basis of a 2.4 percent interest rate, which is about what
is currently being earned. Under the low-cost estimate, the trust
fund builds up quite rapidly and even some 50 years hence is growing
at a rate of $5 billion per year and at that time is about $200 billion
in magnitude; in fact, under this estimate, benefit disbursements
never exceed contribution income and even in the year 2000 are almost
10 percent smaller. On the other hand, under the high-cost estimate
the trust fund builds up to a maximum of about $38 billion in 1980-85,
but decreases thereafter until it is exhausted in the year 2000. Benefit
disbursements exceed contribution income during 1958-69 and again
after 1980. Accordingly, the trust fund remains more or less stable
at about $25 billion during 1958-69 (since interest income offsets the
excess of disbursements over contribution income).

TABLE 5.—Estimated progress of trust fund under bill, 2.4 percent interest
ACTUAL DATA FOR PRESENT LAW

[In millions)

Contribu- Benefit Administra- | Interest on | Fund at end
Calendar year tions payments | tive expenses fund of year
1953 o e $3, 945 $3, 006 $88 $414 $18, 707

LOW-COST ESTIMATE

$6, 258 $4, 350 $100 $531 $23, 579

7,836 6, 745 115 10 30, 781
12,592 10,191 143 1,190 51,883
16, 352- 13, 801 172 2,191 04, 659
19, 867 17,853 216 4,394 188,374
23,411 22,701 265 8,312 354, 855

HIGH-COST ESTIMATE

$6, 927 $4,910 $128 $517 $22, 604
7,765 7,786 151 583 24,768
12, 460 11, 871 193 613 26, 372
15,923 15, 919 232 881 37,463
17, 870 21,034 289 | (Fund exhausted in 2000}

18, 513 27,631 348

Nore.—All estimates are based on high-employment assumptions,

These results are consistent and reasonable, since the system
on an intermediate-cost estimate basis is intended to be approxi-
mately self-supporting, as will be indicated hereafter. Accordingly,.
a low-cost estimate should show that the system is more than self-
supporting, whereas a high-cost estimate should show that a deficiency
would arise later on. In actual practice, under the philosophy in.
the 1950 and 1952 acts, as set forth in the committee reports therefor
and as continued in this bill by your committee, the tax schedule
would be adjusted in future years so that neither of the develop-
ments of the trust fund shown in table 5 would ever eventuate.
Thus, if experience followed the low-cost estimate, the contribution
rates would probably be adjusted downward or perhaps would not
be increased, in future yesrs according to schedule. On the other
band, if the experience followed the high-cost estimate, the contribu-
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tion rates would have to be raised above those scheduled. At any
rate, the high-cost estimate does indicate that under the tax schedule
adopted, there would be ample funds to meet benefit disbursements
for several decades even under relatively high-cost experience.

D. Results of intermediate-cost estimate

This section will present the intermediate-cost estimate, developed
from the low-cost and high-cost estimates of this report, by averaging
them (using the dollar estimates and developing therefrom the corre-
sponding estimates relative to payroll). This intermediate-cost esti-
mate does not represent the most probable estimate, since it is im-
possible to develop any such figures. Rather, it has been set down
as a convenient and readily available single set of figures to use for
comparative purposes.

The Congress, in enacting the 1950 and 1952 acts, was of the belief
that the old-dge and survivors insurance program should be on a
completely self-supporting basis. This belief is reiterated in this
report. Therefore, a single estimate is necessary in the development
of a tax schedule intended to make the system self-supporting. Any
specific schedule will be different from what will actually be required
to obtain exact balance between contributions and benefits. How-
ever, this procedure does make the intention specific, even though in
actual practice future changes in the tax schedule might be necessary.
Likewise, exact self-support cannot be obtained from a specific set
of integral or rounded fractional tax rates, but rather this principle
of self-support should be aimed at as closely as possible.

The tax schedules contained in the 1950 act (left unchanged in the
1952 act) and in the bill are as follows:

1950 act Bill

Calendar year
Self-
employed

Self-

Employee | Employer employed

Employee | Employer

Percent Percent Percent Percent Percent Percent
144 11% 114 2

24 1% 4
9 3 2 2
2% 214 3% 2% 2% 3%
U 3 i 9 o st
a1 ?ﬁ/f 474 4 4 I

The tax schedule for the 1950 act was determined to be roughly
equivalent to the level-premium cost under the intermediate estimate
for the 1950 act when enacted, and continued to be so for the 1952 act
for the estimates made at the time of its enactment. As mentioned
previously, new estimates made subsequently indicated that this
situation was changed. The new schedule contained in the bill both
takes account of this situation for present law and provides for the
increased cost of the bill arising from the several liberalizing benefit
changes.

Table 6 gives an estimate of the level-premium cost of the bill
tracing through the increase in cost over the present act according to
the major changes proposed.
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TaBLE 6.— Changes in estimated levél—premium costs of benefit payments as percentt
age of payroll, by type of change, intermediate~cost estimate, high-employmen-
assumplions

Level-pre-
Item mium cost
Cost of present act: ! Percent
1952 estimate, using 2}4 percent interest 6. 00

Current estimate, using 234 percent interest.....__.________._.._...- 6. 74
Current estimate, using 2.4 percent interest_ .. _.________:_ . ____._- 6.62
Eftect of proposed changes:

xtension of coverage. -.18
Raising earnings base t —. 15
Increase in benefits !__ . 82
Liberalization of retirement test. . . meas - .03
Elimination of lowest years ofearnings.__ ... oo o.o_ - +.13
“Disability freeze’ provision. .. . ceccceeeen +.07
Cost of bill,? using 2.4 percent interest ... oo 7.34

1 Primarily reflects eflect of new benefit formula and conversion table, but also includes effect of revised
minimum and maximum benefit provisions and the minor changes in insured status provisions.

1 Including adjustments (a) to reflect lower contribution rate for self-employed compared with employer-
employee rate; (b) for existing trust fund; and (¢) for administrative expenses.

It should be emphasized that in 1950 the Congress did not recom-
mend that the system be financed by a high, level tax rate from 1951
on but rather recommended an increasing schedule, which-—of neces-
sity—ultimately rises higher than the level-premium rate. Nonethe-
less, this graded tax schedule will produce a considerable excess of
income over outgo for many years so that a sizable trust fund will
develop, although not as large as would arise under a level-premium
tax rate; this fund will be invested in Government securities (just
as is much of the reserves of life-insurance companies and banks, and
as is also the case for the trust funds of the civil-service retirement,
railroad retirement, national service life insurance, and United States
Government life insurance systems), and the resulting interest income
will help to bear part of the increased benefit costs of the future,

As will be seen from table 6, the level-premium cost of the benefits
of the present act—based on 2.4 percent interest—is about 6.6 percent
of payroll, while the corresponding figure for the bill is 7.3 percent.

The level-premium contribution rates equivalent to the graded
schedules in the present law and in the bill may be computed in the
same manner as level-premium benefit costs. These are shown in the
table below (on the basis of the intermediate-cost estimate at 2.4
percent interest):

Level-premium equivalent Present law Bill

Percent Percent
6.62 7.34
6.05 7.12

Benefit costs !
Contributions

Net difference, or lack of actuarial balance .57 .22

1 Including adjustments (a) to reflect lower contribution rate for self-employed compared with employer-
employee rate, (b) for existing trust fund, and (¢) for administrative expenses.



SOCIAL SECURITY AMENDMENTS OF 1054 - 33

The 1% percent increase in the ultimate employer-employee rate in
the bill represents an equivalent level increase of shghtly over 1
percent, of which about two-thirds is needed to meet the increased
cost of the bill, while the remaining one-third is used to reduce the
lack of actuarial balance to the point where, for all practical purposes,
it may be said to be sufficiently provided for.

Table 7 shows the year-by-year cost of the benefit payments
according to the intermediate-cost estimate, not only for the bill
but also for the present act. These figures are based on a future
level-earnings assumption and do not consider business cycles (booms
and depressions), which over a long period of years tend to average
out. The benefit disbursements under the bill K)r 1955 are estimated
at about $4.6 billion, with a range of $4.3 to $4.9 billion (as contrasted
with contribution income of about $6.2 billion). The dollar amount
of the increased cost in 1955 of the bill over the present act is about
$600 million, although the cost as a percentage of payroll is slightly
lower because of the higher payroll in the bill due to the extended -
coverage. In subsequent years, the benefit cost of the bill as a per-
centage of payroll increasingly exceeds the cost of present law, with
such excess being somewhat more than one-half of 1 percent after
1970.

TABLE 7.—Estimated cost of benefit payments under present law and under bill—
intermediate-cost estimate, high-employment assumptions

Amount (in millions) In percent of payroll

Calendar year -
Presentlaw| . Bill Presentlaw|  Bill

Percent Percegt

3.05 85
4.10 4.29
5.26 5.75
6. 40 7.07
7.30 7.91
8.63 9.22
Level-premium: 1 .

At 214 percent interest._ . 6.69 7.22

At 2.4 percent interest__._______ - 6. 60 7.12 .

At 244 percent interest__ .. ______ .. ... ... 6.54 7.05

1 Level-premium contribution rate for benefit payments in 1953 and after and into perpetuity, not taking
into account (a) lower contribution rate for self-employed compared with employer-ernployes rate, (b) exist~
ing trust fund, and (¢) administrative expenses.

Table 8 presents the costs of the benefits under the bill as a per-
centage of payroll for each of the various types of benefits and is
comparable with table 4 of the previous section.



34 SOCTAL SECURITY AMENDMENTS OF 1954

TABLE 8.—Estimated benefit payments as percent of taxable payroll under bill,
tntermediate cost estimate

{In percent]

Monthly benefits Lump-
sum (Disabil-| Total
Calendar year old Wid P Moth death ¢ ity R bﬁrtne-
- iy id- ar- oth- nqrs| Pay- |freeze ]
age Wite'st ow’st | ent’s er’s Child’s ments
2.68 0.33 0.53 0.01 0.17 0.43 0.10 0.04 4.29
3.63 .38 .97 .01 .18 .40 .11 .06 5.75
4.68 42 1.24 01 .16 .36 .13 07 7.07
5.53 42 1.34 02 .15 35 .14 08 8.02
5. 57 . 40 1.24 .02 .14 .33 .14 .08 7.91
6.74 .48 1.27 .01 .14 .33 .15 .09 9.22
Level premium:3
214 percent interest.._.. 4.99 .42 1.10 .01 .15 .35 .13 .07 7.22
214 percent interest. ... 4.85 .42 1.07 .01 .15 .35 .13 .07 7.05

1 Included are excesses of wife’s and widow’s benefits over old-age benefits for female old-age beneficiaries
also eligible for wife's and widow’s benefits. Also includes husband’s and widower’s benefits, respectively.

3The cost of the ‘‘disability freeze” is here shown separately, although in actual practice it is spread
among the various types of benefits.

3 Level-premium contribution rate for benefit payments after 1952 and in perpetuity, not taking into
account (a) lower contribution rate for self-employed compared with employee-eniployee rate, (b) existing
trust fund, and (c¢) administrative expenses. These level-premium rates assume benefits and payrolls
remain level after the year 2050.

Note.~—All estimates are based on high-employment assumptions.

Table 9 shows the estimated operation of the trust fund under the
bill according to the intermediate estimate (using a 2.4 percent interest
rate) and is comparable with table 5 of the previous section. Accord-
ing to this estimate, contribution income generally exceeds benefit
disbursements for the next 30 years, although in 1959 and 1964 (the
years preceding the next two scheduled increases in the contribution
rates) there is a slight excess of benefits over contributions. This
difference is more than counterbalanced by interest income so that
the fund 1s estimated to grow steadily until reaching a maximum of
8115 billion in 2015, and then decrease. This decline in the long-
distant future indicates that, under the bill, the proposed tax schedule
is not quite self-supporting under a level-earnings assumption but is
sufaciently close, for all practical purposes, considering the uncer-
tainties and variations possible in the cost estimates and considering
that current earnings are somewhat above the assumptions made.

TasLE 9.— Estimated progress of trust fund under bill, 2.4 percent interest,
tniermediate-cost estimate

{In millions]

Contribu- Benefit Administra- | Interest on | Fund at end
Calendar year tions payments |tive expenses fund of year

$6, 242 $4, 630 $114 $524 $23, 092

. 7,266 133 646 27,774

12, 526 11,031 168 902 39,128

16, 138 14, 861 202 1,536 66, 061

18, 868 19, 444 252 2,202 94,120

20, 962 26, 166 306 2,640 110, 358

NoOTE.—All estimates are based on high-employment assumptions.
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This same situation applied for the 1950 and 1952 acts according to
estimates made at the times they were being counsidered. In regard
to the ultimate 6}¢-percent employer-employee rate under the 1950
act, your committee stated as follows:

If a 7-percent ultimate employer-employee rate had been chosen, the cost

estimates developed would have indicated that the system would be slightly
overfinanced. Your committee believes that it is not necessary in such a long-
range matter to attempt to be unduly conservative and provide an intentional
overcharge—especially when it is considered that it will be many, many years
before any deficit or excess in the ultimate rate will be determined and even at
that time it will probably be of only a small amount.
_ In the same manner, the system under the provisions of the bill
is not quite in actuarial balance under the contribution schedule
therein, although very close to such balance. Yet, it would not
seem advisable to have a higher ultimate employer-employee rate,
like 8)% percent, which according to these estimates would overfinance
the system.

E. Summary of actuarial cost estimates

The old-age and survivors insurance system as modified by the
bill has a benefit cost (on the basis of the continuation of 1951-52
wage levels and current interest rates) which is about as closely in
balance with contribution income as was the case for the 1950 and
1952 acts at the time they were enacted. In other words, the system
as now amended is as nearly in actuarial balance, according to the
estimates made, as the 1950 and 1952 acts when they were con-
sidered by the Congress. Although in all three instances the system
is shown to be not quite self-supporting under the intermediate esti-
mate, there is very close to an exact balance, especially considering
that a range of error is necessarily present in long-range actuarial
cost estimates and that rounded tax rates are used m actual practice
and hence an exact balance would not seem practicable even if exact
future conditions were known.

XIII. PuBLiC ASSISTANCE

The bill extends through September 30, 1955, the provisions of the
1952 amendments, presently scheduled to expire at the close of Sep-
tember 30, 1954, with respect to.Federal payments to States for public
assistance programs. Until that date, the Federal share in old-age
assistance, aid to the blind, and aid to the permanently and totally
disabled will continue to be four-fifths of the first $25 of a State’s
average monthly payment per recipient, plus one-half of the remain-
der, within individual maximums of $55. For aid to dependent
children the Federal share will be four-fifths of the first $15 of a State’s
average monthly payment per recipient, plus one-half of the remainder
within individual maximums of $30 for the adult, $30 for the first
child, and $21 for each additional child in a family. This action is
taken pending possible consideration of basic amendments in the
Federal matching formula. If such amendments are enacted, the
temporary extension of present provisions will allow time for States
to plan for operations under the revised law. The cost of continuing
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such increased Federal payments is about $210 million for the 12-
month period.

The bill extends from June 30, 1955, to June 30, 1957, the provision
in section 344 of the Social Secunty Act amendments of 1950 which
provided for the approval of certain State plans for aid to the blind
which did not meet the requirements of clause (8) of section 1002 (a)
of the Social Security Act. The amendment provided that such
plans could be approved for the period from October 1, 1950, and end-
ing June 30, 1955. Only two States.are now affected by the provision
(Pennsylvam& and Missouri). Extending the time to June 30, 1957,
will enable these two States to have sufficient time to enable them to
make the modifications in their State laws necessary so they, like all
other States, will comply with the income and resources provision in
the act as a condition for Federal grants to the States.



SECTION-BY-SECTION ANALYSIS

The first section of the bill contains a short title, *“Social Security
Amendments of 1954.”” The remainder of the bill is divided into
four titles: Title I, which amends title IT of the Social Security Act;
title I1, which amends the Internal Revenue Code; Title III, which
makes certain amendments relating to public assistance; and title IV,
which makes several conforming amendments in the Railroad Retire-
ment Act and other laws. ,

TITLE I—AMENDMENTS TO TITLE II OF THE SOCIAL SECURITY ACT
ExTENsioN oF COVERAGE

Section 101 of the bill amends sections 205, 209, 210, 211, and 218
of the Social Security Act so as to extend coverage under the old-age
and survivors insurance system to additional groups of employed
and self-employed individuals.

DOMESTIC SERVICE, SERVICE NOT IN COURSE OF EMPLOYER’S BUSINESS,
AND AGRICULTURAL LABOR
Domestic service

Section 101 (a) (1) of the bill amends paragraph (2) of section 209 (g)
of the Social Security Act, which relates to domestic service. This
paragraph now provides for the exclusion from wages, for purposes
of old-age and survivors insurance, of cash remuneration paid in a

uarter for domestic service in a private home unless such remunera-
tion paid in such quarter for the service is $50 or more and the em-
ployee is regularly employed by the employer in the quarter. He
18 “‘regularly employed” if he performs such service for that employer
on at least 24 days in the same quarter or the preceding quarter.
The amendment would eliminate the 24-day test, thus making cover-
age of domestic service depend solely on receipt by the employee,
in a quarter, of $50 in cash remuneration from 6ne employer for such
service,

As under existing law, domestic service (as well as service not in
the course of the employer’s trade or business, which is described
below) will not include any service described in section 210 (f) (5)
(service performed on a farm operated for profit).

Service not in course of employer’s business

Section 101 (a) (2) of the bill amends section 209 (g) of the Social
Security Act by adding a new paragraph (3). This paragraph relates
to cash remuneration received for service not in the course of the
employer’s trade or business and should be considered together with
the repeal of section 210 (a) (3) of the Social Security Act which would
be accomplished by section 101 (a) (5) of the bill. Section 210 (a) (3)
of the act now excludes, from employment covered by it, service not
in the course of the employer’s trade or business performed by an

37
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employee in a calendar quarter unless the cash remuneration paid by
the employer for such service in that quarter is $50 or more and the
service is performed by an individual on at least 24 days in that quarter
or the preceding quarter for that employer. The 24-day test for this
purposé is the same as-the test used under existing law (and described
above) for domestic service in a private home. The effect of the new
paragraph (3) of section 209 (g), plus the repeal of paragraph (3) of
section 210 (a), is to eliminate the 24-day requirement and to make
coverage under old-age and survivors insurance of service not in the
course of the employer’s trade or business depend solely on receipt
by the employee of $50 in cash remuneration for the service from
that employer.

The $50 test is also changed slightly. Under existing law the $50
must be paid for service performed in a quarter for the employer,
and the time of payment is unimportant. Under the new section
209 (g) (3), the test is payment of $50 in a quarter for the service,
and the time of performance of the service is unimportant. This
change (which parallels a change made in the Internal Revenue Code
by the bill) should ease the burden on the employer for reporting
purposes.

Agricultural labor

*Section 101 (a) (3) of the bill amends section 209 (h) of the Social
Security Act by Inserting a new paragraph (2) (the existing provisions
of section 209 (h) becoming paragraph (1) thereof). The new para-
graph would exclude from wages, for purposes of old-age and survivors
insurance, cash remuneration paid by an employer to an employee
in any calendar year for agricultural labor unless such remuneration
isY$200 or more. This amendment should be considered with the
amendment to paragraph (1) of section 210 (a) of the Social Security
Act which would be eftected by section 101 (a) (4) of the bill. )

Under the existing provisions of section 210 (a) (1) of the Social
Security Act the criteria which determine whether agricultural labor
performed for an employer is covered by old-age and survivors in-
surance are tied in with the calendar quarter. Under these provisions
agricultural labor performed in a calendar quarter is excluded from
employment covered by old-age and survivors insurance unless the
cash remuneration paid for such labor is $50 or more and such labor
is performed for the employer by an individual regularly employed by
him to perform such labor. The “regularly employed’ test for this
purpose is both more substantial and more complex than the 24-day
test now applicable to domestic service and service not in the course
of the employer’s trade or business. For purposes of section 210
(a) (M)—
an individual is deemed to be regularly employed by an employer during a
calendar quarter * * * only if (i) such individual performs agrienltural labor
* * * for such employer on a full-time basis on 60 days * * * during the quarter,
and (ii) the quarter was immediately preceded by a qualifying quarter.
qualifying quarter is defined as (I) any quarter during all of which the individual
was continuously employed by the employer, or (II}) any subsequent quarter
meeting the test of clause (i) above if, after the last quarter during all of which the
individual was continuously employed by the employer, each intervening quarter
met the test of clause (i). An individual is also deemed to be regularly employed
by an employer during a calendar quarter if he was regularly employed (upon
application of clauses (i) and (ii)) by the employer during the preceding calendar

quarter (H, Rept. No. 2771, 81st Cong., 2d sess. (Conference Report on H. R.
6000), p. 95).
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The main effects of the amendments made by paragraphs (3) and
(4) of section 101 (a) of the bill are to eliminate the present ‘“regularly
employed” test as a requirement for the coverage of an individual’s
agricultural labor under old-age and survivors insurance; to place the
coverage test for agricultural labor on a calendar-year basis, instead
of on a calendar-quarter basis as at present; and to make coverage of
an individual’s agricultural labor depend solely on the payment to
him of cash remuneration of $200 or more in a calendar year by the
same employer for such labor. Employers of individuals performing
agricultural labor who meet this coverage test would report the wages
o%Tsuch employees annually.

At the present time, services performed in connection with the
ginning of cotton and services performed in connection with the
production or harvesting of crude gum (oleo-resin) from a living tree
or .the processing of such crude gum into gum spirits of turpentine
and gum resin, if such processing is carried on by the original producer
of the crude gum, are excluded from coverage under old-age and sur-
vivors insurance (sec. 210 (a) (1) (B) of the Social Security Act).
Also, these services may not be counted in determining whether an
individual meets the 60-day-$50 test in connection with other agricul-
tural labor, discussed above, although it may be counted for purposes
of a “qualifying quarter.” The amendment to section 210 (a) (1) of
the Social Security Act would remove the specific exclusion of these
gervices and would have the effect of covering such services under
i)ld-age and survivors insurance on the same basis as other agricultural

abor.

The exclusion of services performed by foreign agricultural workers
under contracts entered into in accordance with title V of the Agri-
cultural Act of 1949, as amended (Public Law 78, 82d Cong.), would
be continued. in section 210 (a) (1) of the Social Security Act, as
amended by section 101 (a) (4) of the bill. Title V of the Agricul-
tural Act of 1949 now provides that no workers may be made avail-
able under it for employment after December 31, 1955. The exclu-
sion in section 210 (a) (1) of the Social Security Act would be inopera-
tive when title V of the Agricultural Act of 1949 ceases to have any
effect. ’
Redesignation of paragraphs of section 210 (a)

As indicated above, paragraph (5) of section 101 (a) of the bill
repeals paragraph (3) (exclusion of service not in the course of the
employer’s: business) of section 210 (a) of the Social Security Act.

- This paragraph of the bill would also make the necessary technical
change of redesignating paragraphs (4) through (14) of that section,
and any references thereto contained in the Social Security Act to
the redesignated paragraphs. This paragraph of the bill does not
redesignate paragraphs (15), (16), and (17) of section 210 (a) of the

S}(l)cistm)lﬂlSecurity‘ Act since they are dealt with by later provisions of
the bill. ‘

Exclusion of agricultural labor from State coverage agreements

Under section 218 (c) (5) of the Social Security Act, an agreement
with a State for covering State and local employees under old-age
and survivors insurance may, at the option of the State, exclude
agricultural labor or service performed by a student, but only in the
case of “‘service which is excluded from employment by any provision
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of section 210 (a) other than paragraph (8) of such section.” Since,
under the bill, agricultural labor (other than contract labor under
title V of the Agricultural Act of 1949) would no longer be excluded
from employment and there would be substituted in the definition of
“wages’’ the $200 cash requirement, a conforming change is necessa
in section 218 (¢) (5). Paragraph (6) of section 101 (a) of the b'i'ﬁ
would make this conforming change.

AMERICAN CITIZENS EMPLOYED BY AMERICAN EMPLOYERS ON FO.BEIGN-
FLAG VESSELS

Under section 210 (a) (5) of the Social Security Act (redesignated
by the bill as sec. 210 (a) (4)), individuals employed on and in connec-
tion with foreign-flag vessels and individuals employed on and in con-
nection with foreign-flag aircraft are excluded from employment cov-
ered by old-age and survivors insurance both with respect to services

erformed on and in connection with the vessel or aircraft outside the

nited States and (except in the case of an individual who performs
no part of such services outside the United States) with respect to
services performed in this country. Section 101 (b) of the bill would
amend this section of the act so as to make the exclusion apply only
if the individual is not an American citizen or the employer is not an
American employer. Consequently, if the individual is an American
citizen and the employer is an American employer the services of
such individual on foreign-flag vessels or foreign-flag aircraft will be
covered whether performed here or abroad. This change would have
the effect of treating services gerformed by these individuals the
same as other services performed by American citizens as employees
for American employers, which are now covered whether performed
here or abroad.

CERTAIN FEDERAL EMPLOYEES

Section 101 (¢) of the bill amends the present paragraph (7) of
section 210 (a) of the Social Security Act (redesignated as par. (6)
by the bill) to extend the coverage of old-age and survivors insurance
to certain services performed for the Federal Government.

The present subparagraph (B) of such paragraph excludes service
performed in the employ of any instrumentality of the United States
which was exempt from the old-age and survivors insurance employer
tax on December 31, 1950 (with certain specified exceptions). Sec-
tion 101 (¢) (1) of the bill would amend subparagraph (B) to provide
that service performed by an individual in the employ of any such
instrumentality would be excluded from old-age and survivors insur-
ance coverage only if it is covered by a retirement system established -
by the instrumentality, thereby covering employees of such instru-
mentalities who are not under a retirement system. (Service of
Federal employees covered by a retirement system established by a
law of the United States would continue to be excluded under sub-
paragraph (A) of the same paragraph.) The bill would also add to
the specified exceptions in subparagraph (B) service performed in the
employ of a Federal Home Loan Bank and service performed by civil-
1ans for Coast Guard Exchanges and other Coast Guard activities.
The effect of adding these exceptions would be to cover such service
under old-age and survivors insurance.
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Section 101 (c) (2) of the bill would amend subparagraph (C) of the
present section 210 (a) (7) of the Social Security Act (redesignated as
sec. 210 (a) (6) by the bill). Section 210 (a) (7) (C) now excludes
from coverage 13 specific categories of Federal employees. The
amendment deletes the following seven categories: Temporary em-
ployees in the field service of the Post Office Department (who are now
excluded from both the old-age and survivors insurance system and the
civil service retirement system); temporary census-taking employees
of the Bureau of the Census; Federal employees who are paid on a
contract or fee basis; Federal employees who receive compensation of
$12 a year or less; certain consular agents; and individuals employed
under Federal unemployment relief programs to relieve them from
unemployment; and members of State, county, or community com-
mittees under the Production and Marketing Administration and
similar bodies, unless such bodies are composed exclusively of full-time
Federal employees. The practical effect of these deletions is to
extend coverage to the temporary employees in the Post Office field
service and the Bureau of the Census, the contract or fee-basis em-
ployees, the $12-a-year employees, and the committee members
referred to in the deleted exclusions. There are at present no Federal
unemployment relief programs, so that the deletion of this exclusion
has no 1mmediate effect. The consular agents now excluded are
generally alien employees working outside the United States; such
aliens would be excluded from coverage by other provisions of law,
although United States citizens so employed would be covered.

Section 101 (¢) (2) also amends 2 of the remaining 6 exclusions in
section 210 (a) (7) (C). The present exclusion of service performed
in hospitals, homes, or other institutions of the United States by
patients or inmates of those institutions would be amended to exclude
only service performed by inmates of penal institutions, thereby
extending coverage to patient-employees of Federal hospitals and
homes. The present exclusion of individuals who are excluded from
the civil service retirement system because they are covered by
another retirement system would be amended by making an exception
to the exclusion in the case of individuals covered under the retirement
system of the Tennessee Valley Authority. This change would extend
coverage to these individuals.

Paragraph (3) of section 101 (c) of the bill would amend paragraph
(3) of section 205 (p) of the Social Security Act to apply the provisions
of that section to service performed by civilian empﬂ)yees of Coast
Guard exchanges and other Coast Guard activities, who would be
brought under coverage by the bill. Section 205 (p) deals with de-
terminations respecting employment and wages for old-age and
survivors insurance purposes in the case of Federal employees.

MINISTERS

Section 101 (d) (1) of the bill amends the present paragraph (9) of
section 210 (a) of the Social Security Act (redesignated as par. (8) by
the- bill) to permit coverage of certain ministers and members of
religious orders employed by nonprofit religious, charitable, educa-
tional, or other organizations exempt from income tax under section
101 (6) of the Internal Revenue Code, if the organization has filed a
certificate under section 1426 (1) of the Internal Revenue Code waiv-
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ing its exemption from the taxes imposed pursuant to the Federal
Insurance Contributions Act. The concurrence of two-thirds of the
clergymen employees is required for the filing of such a certificate.

The present subparafraph (B) of section 210 (a) (9) of the Social
Security Act excludes lay employees of any such organization unless
the organization files a certificate of waiver under section 1426 (1) of
the Internal Revenue Code. This provision would be retained without
any substantive change and would be redesignated as subparagraph
(A). The present subparagraph (A) excludes services performed by
a duly ordained, commissioned, or licensed minister of a church in
the exercise of his ministry or by a member of a religious order in the
exercise of duties required by such order. This exclusion would be
eliminated and in its place would be substituted a new subparagraph
(B) excluding such services only if performed in the employ of an
organization exempt from income tax under section 101 (6) of the
Internal Revenue Code. The new subparagraph (B), however, would
permit coverage under old-age and survivors insurance of ministers
and members of religious orders (not including any member of a
religious order who has taken a vow of poverty as a member of such
order) employed by any such organization if the organization has
filed with the Internal Revenue Service a certificate indicating its
desire to cover its ministers and members of religious orders. (The
conditions governing the filing of such a certificate are contained in
the Internal Revenue Code, and are explained in the portions of this
analysis applying to amendments in the code.) The clergymen who
coacur in the filing of the certificate, and those employed after the
certificate becomes effective (or after the certificate was filed, if the
certificate was made effective retroactively), would be covered.

The new subparagraph (B) would have the effect of covering under
old-age and survivors insurance, without any option on the part of the
employing organization or the employees, any services performed by
a minister or member of a religious order as an employee of an organi-
zation other than an organization exempt from income tax under
section 101 (6) of the Internal Revenue Code. Services performed
under-such circumstances were covered prior to the Social Security
Act Amendments of 1950, and this change merely restores the situa-
tion which existed prior to 1951.

Paragraph (2) of section 101 (d) of the bill would repeal para-
graph (4) of section 211 (c) of the Social Security Act (defining “trade
or business”). Such paragraph (4) now excludes, for purposes of
determining net earnings from self-employment and self-employment
income on which old-age and survivors insurance coverage is based,
income from the performance of service by a duly ordained, commis-
sioned, or licensed minister of a church in the exercise of his ministry
or by a member of a religious order in the exercise of duties required by
such order. The repeal of this exclusion would result in covering the
income of ministers and members of religious orders for old-age and
survivors insurance purposes, to the extent that such income is derived
from self-employment, on a compulsory basis. Any income of an
employed minister which is derived from self-employment (such as the
performance of weddings) rather than from his regular employment by
a church would also be covered under the old-age and survivors insur-
ance system by such repeal if his total self-employment income
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amounted to $400 or more in a year. As indicated above, however,
an employed minister could be covered with respect to remuneration
paid for his services by his church only through an election by the
church and the minister made in accordance with section 1426 (1) of
the Internal Revenue Code (discussed below).

Paragraph (3) of section 101 (d) of the bill provides that nothing
in the proposed changes relating to ministers is to be construed as
meaning that any minister is an employee of an organization for any
purpose other than the purposes of the old-age and survivors insurance
program. This provision 1s not intended to affect the status of any
minister under title IT of the Social Security Act or under the Federal
Insurance Contributions Act; it is included in order to make it clear
that treating ministers as employees for social-security purposes is not
to have any effect for other purposes.

FISHING AND RELATED SERVICE

Section 210 (a) (15) of the Social Security Act now excludes, from
employment covered by old-age and survivors insurance, services
performed by employees in fishing and similar activities (except when
performed in connection with commercial salmon or halibut fishing or
on a vessel of more than 10 net tons). Section 101 (e) of the bill
would repeal this exclusion and renumber the succeeding paragraphs
of section 210 (a) accordingly.

HOMEWORKERS

Section 210 (k) (3) (C) of the Social Security Act now includes as
an employee, for purposes of employment eovered by old-age and
survivors insurance, any individual performing services for remunera-
tion for any person as a homeworker, according to specifications and
on materials furnished by such person, which materials are to be re-
turned to him or his designee, but only if the performance of such serv-
ices is subject to State licensing laws. (Under section 209 (j), which
would not be changed by the bill, the remuneration for homework in
any quarter is not counted unless the employee received $50 or more
in cash in sach quarter from the same employer for such work.)
Section 101 () of the bill would amend section 210 (k) (3) (C) of the
act so as to eliminate the requirement. that the services be subject to
State licensing laws in order to constitute covered employment.

This amendment would not include, however, as employees, home-
workers who are not subject to supervision or control by any person
with respect to their home work activities, and who buy raw material
and make any article and sell such article to. any person, even though
i’oh is made according to specifications provided by some single pur-
chaser.

FARMERS AND PROFESSIONAL SELF-EMPLOYED

Section 101 (g) of the bill amends section 211 of the Social Security
Act to provide coverage for farm operators and professional self-
employed people (other than physicians) who have net earnings from
self-employment of at least $400 annually.

At the present time, paragraph (2) of section 211 (a) of the Social
Security Act excludes from the definition of ‘“net earnings from self-
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employment”’, for purposes of coverage under old-age and survivors
insurance, income from any trade or business in which, if it was carried
on exclusively by employees, the major portion of their services would
constitute agricultural Klbor. Section 101 (%) (1) of the bill would
repeal this paragraph (thereby covering such income under old-age
and survivors insurance to the same extent as other income from
self-employment) and renumber the succeeding paragraphs accord-
ingly. In addition, it would add at the end of section 211 (a) a new
sentence providing that, in the case of any such trade or business
carried on by an individual who reports his income on a cash receipts
and disbursements basis, the net earnings from self-employment may,
at his option, be presumed to be 50 percent of the gross income
therefrom instead of the amount as otherwise computed under the
section. This option will be available, however, only if the gross
income (as computed under the section) from the trade or business is
$1,800 or less. If such gross income is more than $1,800 and the net
earnings therefrom (as computed under the section) are less than
$900, the farmer may at his option presume such net earnings to be
$900 for purposes of old-age and survivors insurance,

In determining his income for purposes of this provision, the farmer
would use, as his gross income, the gross receipts from his farm business
reduced by the cost or other basis of any property which was pur-
chased and sold in carrying on that business. His gross receipts as so
reduced would then be adjusted in accordance with the preceding
provisions of section 211 (a).

Paragraph (2) of section 101 (g) of the bill would amend the existing
paragraph (1) of section 211 (a) of the Social Security Act. Such
paragraph (1) now excludes from the computatior of gross income, for
purposes of determining net earnings from self-employment, rentals,
from real estate unless received in the course of a trade or business as
a real-estate dealer. The amendment makes it clear that rentals paid
in crop shares would be excluded as being rentals from real estate,
whether paid in cash or in kind.

Section 101 (g) (3) of the bill would amend the present section 211
(a) (4) of the Social Security Act (redesignated as sec. 211 (a) (3) by
the bill) so as to exclude from “net earnings from self-employment’’
the gain or loss derived from coal royalties under certain conditions.
This is a technical amendment needed to bring this definition in title
II of the Social Security Act into line with the definition of the term
in the Internal Revenue Code. Section 325 (d) of the Revenue Act
of 1951 amended section 481 (a) (4) of the Internal Revenue Code
(relating to the old-age and survivors insurance tax on self-employment
income) but failed to amend the corresponding provision in the present
section 211 (a) (4) of the Social Security Act.

Section 211 (c) (5) of the Social Security Act now excludes, for
purposes of determining net earnings from self-employment and self-
employment income on which old-age and survivors insurance cover-
age is based, income from the performance of service by an individual
(or a partnership) in the exercise of designated professions. The
professional self-employed persons now excluded are physicians, law-
yers, dentists, osteopaths, veterinarians, chiropractors, naturopaths,
optometrists, Christian Science practitioners, architects, certified,
registered, licensed, or full-time practicing public accountants, funeral
directors, and professional engineers. Section 101 (g) (4) of the bill
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would repeal this exclusion except in the case of physicians, thereby
covering the self-employment income from the practice of all of the
other professions which are presently excluded (if the net earnings
from the trade or business for the year are not less than $400).

EMPLOYEES COVERED BY STATE OR LOCAL RETIREMENT SYSTEMS

Subsection (h) of section 101 of the bill amends section 218 of the
Social Security Act to permit service performed in positions covered
by a State or local retirement system to be included, under prescribed
conditions, under an agreement between a State and the Secretary
of Health, Education, and Welfare covering State and local govern-
ment employees for old-age and survivors insurance purposes.

Paragraph (1) of subsection (h) would amend the heading of section
218 (d) (which now reads ‘“Exclusion of Positions Covered by Retire-
ment Systems’’) by striking out ‘“Exclusion of”’. It also redesignates
the present subsection (d) as paragraph (1) of subsection (d), and
amends the new paragraph (1) in several respects. The present
provision prohibits old-age and survivors insurance coverage, under
any agreement, of employees in positions covered by State or local
retirement systems on the date when the agreement is made applicable
to their coverage group. To this would be added a prohibition
against old-age and survivors insurance coverage of employees in
positions covered by retirement systems on the date of the enact-
ment of the new paragraph (2) of the subsection. This change, taken
in conjunction with the new provisions added by the bill (as described
below), would have the general effect of providing that individuals
in positions subject to a State or local retirement system either on
the date of the enactment of the bill or on the date the agreement
is made applicable to their coverage group could be covered under
the agreement only if the members of the system vote in favor of
coverage.

This prohibition of coverage of service in positions covered by
retirement systems on the date specified would not apply, however,
to service in policeman’s and fireman’s positions; individuals in such
positions could still be brought under an agreement if the positions
were no longer under a retirement system on the date when the agree-
ment was made applicable to the coverage group which included
employees in such positions, even if the positions were under a retire-
ment Sffstem on the date of the enactment of the new provisions.
Similarly, this prohibition does not apply to employees in positions
(other than a policeman’s or fireman’s position) which were covered
by a retirement system on the date an agreement was made applicable
‘to the coverage group which included employees in such positions if
on that date (or, 1n any given case, on such later date as the employee
first occupies such a position) the individual in the position is ineligible
for membership in the system. Finally, the prohibition does not apply
to service in positions which, though covered by a retirement system
on the enactment date, were, by reason of action taken prior to the
enactment date by the appropriate governmental unit, no longer
covered by a retirement system when the coverage group which in-
cluded employees in such positions was brought under an agreement.

Paragraph (2) of subsection (h) of the bill would add five new
paragraphs to section 218 (d).
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The new paragraph (2) of section 218 (d) contains a statement that
it is the policy of the Congress, in enacting the new provisions per-
mitting the coverage under old-age and survivors insurance of em-
ployees under a State or local retirement system, that the protection
afforded employees m positions covered under a retirement system
on the date a coverage agreement is made applicable to service in
such positions, or receiving periodic benefits under the retirement
system at that time, will not be impaired as a result of their coverage
under old-age and survivors insurance or ag a result of legislative
enactment in anticipation of such coverage.

The new paragraph (3) permits coverage under an agreement of
service performed by employees in positions covered by a retirement
system (other than policeman’s and fireman’s positions and certain
other classes of positions which can be excluded at the option of the
State (for example, part-time and elective positions, agricultural labor,
and student services) if the Governor of the State certifies that the
following conditions have been met:

. A. A referendum by secret written ballot was held on the question
of whether service in positions covered by the retirement system
should be included under an agreement;

B. An opportunity to vote in the referendum was given (and was
limited) to eligible employees;

C. Ninety days’ notice of the referendum was given to all such
employees;

D. The referendum was conducted under the supervision of the
governor or an agency or individual designated by him;

g). A majonty of the eligible employees voted in the referendum;
an

F. Two-thirds or more of the employees who voted in the refer-
endum voted in favor of including service in such positions under an
agreement under section 218.

The bill provides that an employee would be deemed an “‘eligible
employee’’ for purposes of the referendum if, at the time the refer-
endum was held, he was in a position covered by the retirement system
and was a member of the system, and if he was in such a position at
the time when notice of the referendum was given. He would not be
an eligible employee, however, if at the time of the referendum he was
in a position already covered under the agreement, or if he was in a
policeman’s or fireman’s position, or if he was in a position excluded by
the State from coverage under the agreement when it was made
applicable to the retirement system involved. In short, the State
would have to decide before holding the referendum which of the
optional groups it proposed to exclude and then exclude occupants
of those positions from participation in the referendum. Any occu-
pants of positions in such groups which were not excluded by the
State from the agreement would have to be given the opportumty to
participate in the refsrendum if such referendum is to be valid for
purposes of the new provisions of section 218 (d).

No referendum would be valid for the purposes of paragraph (3)
unless held within the 2-year period which ends on the date of execu-
tion of the agreement (or modification thereof) which extends cover-
age to the retirement system involved, nor would any referendum be
valid if held less than 1 year after any prior referendum with respect
to the same retirement system.
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The new paragraph (4) of section 218 (d) of the Social Security
Act establishes, for purposes of the existing section 218 (c¢), a separate
coverage group consisting of all three of the following categories of
employees:

A. All employees in positions covered by the same retirement
system on the date when the agreement under section 218 with- the
State was made applicable to such system in accordance with the con-
ditions in paragraph (3). The employees in this category are those
to whose services an agreement cannot be made applicable under
existing law because the services are performed in positions covered
by a retirement system.

B. All employees in positions which were covered by that retire-
ment system at any time after the date when the agreement was
made applicable to the system. The employees in this category are
those in positions which are brought under the retirement system
after the agreement is made applicable to the system. .

C. All employees in posttions which were covered by the same re-
tirement system at any time prior to the date when the agreement was
made applicable to the system, and to which the old-age and survi-
vors insurance system was not extended because of the existing pro-
visions of section 218 (d) (which, under the bill, are contained in section
218 (d) (1)). The employees in this category are those in positions
which were covered by the retirement system at the time the agreement
was made applicable to the coverage group of which they were mem-
bers, but which were later removed from coverage under the retirement
system. The category includes employees in covered positions who
are not themselves eligible for membership in the retirement system.
These employees are excluded from coverage under present law; under
the bill they could be covered, or, if the State so desired, they could
be excluded from coverage when other employees who are not members
of the retirement system are brought in.

Subparagraph (A) of the new paragraph (5) provides that the
new provisions permitting extension of old-age and survivors
insurance coverage to positions covered by retirement systems after
a referendum are not applicable to any policeman’s or fireman’s posi-
tion covered by a retirement system. By reason of the provisions of
existing law which continue to be applicable to such policeman’s or
fireman’s positions, services in such positions cannot be covered under
an agreement if the positions are covered under a State or local re-
tirement system at the time when the coverage group which includes
employees performing services in such positions 1s brought under the
agreement.

Subparagraph (B) of the new paragraph (5) provides that, at the
‘request of the State, any class or classes of positions covered by a
retirement system which may be excluded from the agreement pur-
suant to paragraph (3) or (5) of section 218 (¢) and to which the
agreement does not already apply, except those specified in paragraph
(3) (C) of section 218 (c), may be excluded from the agreement at the
time it is made applicable to the retirement system. Under this
paragraph, the State may exclude emergency services and services in
any classes of elective, part-time, or fee-basis positions, and also agri-
cultural labor and student services which, if the services involved were
performed for an employer other than a State or political subdivision,
would be excluded from the program. Each such class so excluded
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would constitute a separate retirement system in the event that the
agreement was later modified to bring that class in. The services
referred to in paragraph (3) (C) of section 218 (c), which could not be
excluded under this paragraph when the agreement is made applicable
to the retirement system, are services performed by individuals in
positions covered by the system who are ineligible for membership in
the system. Employees in these positions not already included
under the agreement would have to be brought under it at the time it
is made applicable to the retirement system covering those positions.

The new paragraph (6) provides that a retirement system which
covers positions of employees of the State and positions of employees
of 1 or more political subdivisions thereof, or covers positions of
employees of 2 or more political subdivisions of the State, may be
deemed, at the option of the State, to constitute a separate retirement
system with respect to each such political subdivision, and where
applicable, a separate retirement system with respect to the State.
If the State determines that the retirement system shall not be deemed
to constitute separate retirement systems, then any referendum must
apply to the entire retirement system and any agreement or modifica-
tion entered into must be made applicable to service performed by all
employees in positions covered by the system.

Paragraph (3) of section 101 (h) of the bill amends section 218 (c) (3)
of the Social Security Act, which provides that an agreement shall,
at the request of the State, exclude certain specifically designated
positions. The amendment adds another such optional exclusion.
This new provision permits a State to exclude from coverage under
an agreement all services performed by individuals as members of
any coverage group who are in positions covered by a retirement
system on the date when the group is brought under the agreement
if these individuals are not eligible to become members of the system
on that date (or on any later date when they first occupy the positions)
and if they have not already been included under the agreement by
means of a referendum. This optional exclusion does not apply, how-
ever, in the event that the coverage group brought under the agree-
ment consists of the retirement system covering the positions of these
ineligible employees; under paragraph (5) (B) of the new section 218
(d) they would have to be brought under the agreement.

Paragraph (4) of section 101 (h) of the bill amends section 218 (c) (4)
of the Social Security Act, which provides -that services in positions
excluded at the option of the State under section 218 (c) (3) may later
be brought under coverage. The amendment would add a new
sentence providing that individuals in positions covered by a retire-
ment system but ineligible for membership in the system when their
coverage group is brought under an agreement may be brought under
the agreement at any later time—either without a referendum, if they
are still ineligible for membership at the time or after a favorable
referendum, if they have since become members of the retirement
system.

Paragraph (5) of section 101 (h) amends section 218 (c) of the
Social Security Act by adding to it a new paragraph (7). The new
paragraph provides that, in order to bring under an agreement indi-
viduals in positions covered by a retirement system but not eligible
for membership in the system, the State must make a choice. I$
must either agree that all such ineligible individuals in a single cover-
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age group who later become eligible for membership in the retirement
system will continue to be included under the agreement for old-age
and survivors insurance, or it must agree that all such individuals
in the group who later become eligible will cease to be included under
the agreement. If, however, the agreement had been made applicable
to the retirement system in the meantime, all such individuals would
have to remain under the agreement when they became eligible for
membership in the system.

Paragraph (6) of section 101 (h) of the bill amends section 218 (f)
of the Social Security Act, which relates to the effective dates of agree-
ments and modifications thereof. Under the existing language agree-
ments or modifications executed prior to January 1, 1954, could be
made effective retroactively to January 1, 1951, thus enabling the
States to negotiate agreements in the early days of the provisions relat-
ing to coverage of State and local employees without unduly penalizing
the employees under the eligibility and benefit-computation provisions
of old-age and survivors insurance because of unavoidable delay in this
process. In the case of agreements or modifications executed after
December 31, 1953, the coverage provided thereby may be made
retroactive only to the beginning of the calendar year in which the
agreement or modification is consummated. This provision would be
modified by the bill to permit agreements or modifications entered into
during 1955, 1956, and 1957 to be made retroactive to January 1,
1955. This will give the States 3 years within which to enact any
legislation necessary to enable them to enter -into agreements or
modifications of agreements designed to take advantage of the new
provisions of section 218 (d) of the Social Security Act which have been
added by the bill.

An agreement or modification retroactive to a date prior to its
execution, either under existing law or by reason of the provisions of
section 101 (h) of the bill, may not be made applicable with respect to
service in' the retroactive period performed by any individual who is
not a member of a coverage group to which the agreement or modifica-
tion applies on the date of the execution of the agreement or modifi-
cation. Thus, service performed by individuals who die, retire, or
otherwise leave the employ of the State or political subdivision prior
to the date of execution of an agreement or modification would not
be covered for retroactive periods.

Paragraph (7) of section 101 (h) of the bill amends section 218 (m)
of the act (relating to coverage of employees under the Wisconsin
retirement fund) by changing the reference to “subsection (d)”’ to
“paragraph (1) of subsection (d)”’.

Paragraph (8) of section 101 (h) adds to section 218 of the act a
new subsection (n), which provides that an agreement may, prior to
January 1, 1958, be modified so as to apply to services performed by
employees, as members of any coverage group to which the agreement
already applies, in positions which were covered by a retirement
system on the date the agreement was made applicable to the coverage
group but which, by reason of action taken prior to the date of
enactment of the bill, are no longer covered by a retirement system
on the date when the agreement is made applicable to such services.
The employees referred to are those who, after their coverage group
was included under an agreement, had their retirement system dis-
solved or their positions removed from the coverage of a retirement
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system by reason of action taken by the State or political subdivision
thereof prior to the date of enactment of the bill. A referendum
would not be required for covering these employees.

The amendments to section 218 of the Social Security Act made
by section 101 (h) of the bill would become effective January 1, 1955

CIVILIAN EMPLOYEES OF STATE NATIONAL GUARD UNITS

Paragraph (1) of section 101 (i) of the bill amends paragraph (5)
of section 218 (b) of the Social Security Act (which defines ‘“coverage
group’’) by adding a new provision. This provision would establish
as a separate coverage group civilian employees of State National
Guard units who are employed pursuant to section 90 of the National
Defense Act of June 3,1916 (32 U. S. C., sec. 42), and paid from funds
allotted to such units by the Department of Defense. These em-
ployees would also be deemed to be employees of the State. The De-
partment of Defense does not regard these employees as Federal em-
ployees and has made provision for the payment of the employer’s
share of the old-age and survivors insurance taxes where the State is
willing to cover the employees under its agreement. This amend-
ment would be effective as of January 1, 1951.

Paragraph (2) of section 101 (i) provides that, notwithstanding sec-
tion 218 (f) of the Social Security Act, any agreement or modification
covering the services performed by members of the coverage group
which consists of these civilian employees of State National Guard
units may have an effective date as early as December 31, 1950, pro-
vided the modification or agreement is agreed to prior to January 1,
1956.

PRESUMED WORK DEDUCTIONS IN CASE OF CERTAIN RETROACTIVE STATE
AGREEMENTS

Section 101 (j) (1) of the bill establishes a presumption that work
deductions have been made from benefits of certain State and local
employees whose services have been covered retroactively by a State
under an agreement entered into under section 218 of the Social
Security Act. Under section 218 an agreement with a State for cov-
erage of the services of State and local employees under the old-age
and survivors insurance system may be made retroactive to January
1, 1951, if the agreement was entered into before January 1, 1954.
Where such an agreement has been made, any employees performing
services covered retroactively, who were, at the time of the performance
of the services, entitled to benefits under old-age and survivors insur-
ance did not suffer deductions under section 203 (b) (1) or (2) of the
Social Security Act, even though the remuneration received for such
services exceeds the amount permitted under such section. In some
cases this prevents an employee whose services are thus covered
retroactively from qualifying for a recomputation of his benefit amount
under section 215 (f) (2) of the Social Security Act since under that
section a recomputation is authorized only if the primary beneficiary
has had deductions from benefits on account of services performed
during 12 months out of a period of 36 months.
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This section of the bill would establish a presumption that sueh
deductions have been made if they would have been imposed under
section 203 (b) of the Social Security Act had the agreement been
entered into on its effective date. Such a presumption would be
made, however, only for purposes of determining whether on the basis
of an application filed after the month in which the bill is enacted and
prior to 1956 any person is entitled to a recomputation, under section
215 (f) of the Social Security Act, of the primary insurance amount
of the individual who performed the services covered retroactively
by the State agreement. The presumption would not be made if the
individual’s primary insurance amount had previously been recom-
puted under section 215 (f) (2) of the Social Security Act.

The recomputation provided for in this section of the bill would be
made as though the individual who performed the services had filed
his application therefor in whichever of the following months yields
the higher primary insurance amount: (1) The month for which the
last of the deductions is deemed to have been made under this section
of the bill, or (2) the first month thereafter (but before the month in
which the bill is enacted) in which his old-age insurance benefits were
no longer subject to deductions for work under paragraphs (1) and (2)
of section 203 (b) of the act (as in effect prior to the enactment of the
bill). The recomputation would be made only under the provisions.
of the act as in effect prior to the enactment of the bill and would be
effective beginning with the first month in which the application for
fri(ic((')lmputation referred to in the preceding paragraph was actually

ed.

If any recomputation is made under section 215 (f) of the Social
Security Act by reason of deductions which are presumed under para-
graph (1) of section 101 (j) of the bill to have been imposed with re-
spect to benefits based on the wages and self-employment income of
any individual, the total of benefits based on such wages and self-
employment income for the months for which such deductions were
presumed to have been imposed is to be recovered, under paragraph
(2) of the subsection, by making deductions, in addition to any others
required by section 203 of the Social Security Act, from any increase
in benefits based on such wages and self-emplovment income and
resulting from such recomputation.

SERVICE BY AMERICAN CITIZENS FOR FOREIGN SUBSIDIARY.OF DOMESTIC
CORPORATION

Section 101 (k) of the bill amends the introductory language of
section 210 (a) of the Social Security Act to include in the definition
of ““employment’’ service performed outside of the United States by
a citizen of the United States as an employee of a foreign subsidiary
(as defined in the new sec. 1426 (m) of the Internal Revenue Code) of
a domestic corporation (as determined in accordance with the provi-
sians of sec. 3797 (a)-of the Internal Revenue Code) during any period
for which there is in effect an agreement with respect to such sugsidiary
between the domestic corporation and the Secretary of the Treasury
entered into under section 1426 (m) of the Internal Revenue Code
(discussed below).
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EFFECTIVE DATES

Section 101 (1) provides effective dates for the amendments made
by section 101 of the bill. The exclusion of coal royalties from
“net earnings from self-employment” under section 211 (a) of the
Social Security Act (sec. 101 (g) (3) of the bill) would be. effective
for taxable years beginning after 1950. The extension of coverage
to farm operators, self-employed professional groups, and self-em-

loyed ministers (secs. 101 (d) (2) and 101 (g) (1), (2), and (4) of the
gill) would be effective, except for purposes of section 203 of the
Social Security Act, for taxable years ending after 1954. The pro-
visions relating to the coverage of agricultural labor and service
not in the course of the employer’s trade or business (sec. 101 (a)
2), (3), @), (5), and (6) of the bill) would be effective with respect
to remuneration paid after 1954 (in the case of the amendments to
the definition of ‘‘wages’’) and with respect to service for which the
remuneration is paid after 1954 (in the case of the amendments to
the definition of ‘‘employment”). The provisions relating to cov-
erage of domestic service (sec. 101 (a) (1) of the bill) would be effec-
tive with respect to remuneration paid after 1954. The amendment
making applicable to Coast Guard Exchanges and similar activities
the administrative provisions of section 205 (p) of the Social Security
Act (sec. 101 (c¢) (3) of the bill), which are now applicable in the
case of other service for the Federal Government covered under old-
age and survivors insurance, would become effective January 1, 1955.
The amendments made by the rest of section 101 of the bill (other
than subsees. (h) and (i), relating to employees covered by State
or local retirement systems, and subsec. (k), relating to coverage
of service performed for foreign subsidiaries of domestic corporations
by employees who are United States citizens), would be effective with
respect to services performed after 1954. In the case of the amend-
ments made by paragraphs (1), (2), and (4) of section 101 (g) and
paragraph (2) of section 101 (d) (extending coverage to farm operators,
self-employed professional groups, and self-employed ministers), a
special effective date (self-employment income derived after 1954) is
provided for purposes of section 203 of the Social Security Act in order
to avoid work deductions retroactive before 1955 where an individual
is on a fiscal-year basis.

IncrEASE IN BENEFIT AMOUNTS

Section 102 of the bill amends section 215 of the Social Security
Act (relating to the computation of the primary insurance amount)
to provide increases in benefit amounts, both for individuals already
on the benefit rolls and those who will come on the rolls after the
effective date.

Primary insurance amount- -
Paragraph (1) of section 215 (a) of the act, as amended by the bill,
sets forth a new benetit formula to be used in computation of the
rimary insurance amount of individuals who (1) have acquired at
east six quarters of coverage after 1950 and either do not become
eligible for old-age insurance benefits until after the last day of the
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month following the month of enactment of the bill or die after that
day and prior to becoming eligible for old-age insurance benefits, or
(2) acquire at least six quarters of coverage after June 30, 1953. The
new benefit formula would be used if it resulted in a higher primary
insurance amount than would result for such individual if his benefit
amount were computed under the new conversion table provided in
section 215 (c) as amended by the bill.

The benefit formula provided by the bill would be 55 percent of the
first $110 of average monthly wage plus 20 percent of the next $240
of such wage. Under present law, the formula is 55 percent of the
first $100 of average monthly wage plus 15 percent of the next $200.

Paragraph (2) of section 215 (a) as amended by the bill provides
that any other individual shall have his primary insurance amount
computed through the conversion table in section 215 (c) as amended
by the bill.

Average monthly wage ’

Section 102 (b) of the bill amends section 215 (b) of the Social
Security Act to provide standard end-of-the-year starting and begin-
ning-of-the-year closing dates, applicable to both wage earners and
self-employed individuals, for computation of the average monthly
wage, and to provide for the exclusion of up to 5 years in which earn-
ings were lowest (or nonexistent) from the average monthly wage
computation. :

Paragraph (1) of the subsection amends paragraphs (1), (2), and
(3) of subsection 215 (b) of the act (relating to computation of the
average monthly wage).

The amended paragraph (1) of section 215 (b) eliminates the distinc-
tion, in present law, between the ‘‘wage closing date’” and the ‘‘self-
employment income closing date,” and the provision that the indi-
vidual’s “divisor closing date’” shall be the later of his “wage closing
date” or ‘‘self-employment income closing date.” An individual’s
average monthly wage, under the amended paragraph, would be the
quotient obtained by dividing the total of his wages and self-employ-
ment income after his “starting date’” and prior to his “closing date”
by the number of months elapsing between those dates. Excluded from
this computation would be the months in any year after an individual’s
starting date, but prior to the year in which he attained age 22, in
which he did not have at least 2 quarters of coverage. Under present
law, the months in any quarter prior to the quarter of attainment of
age 22 which is not a quarter of coverage are excluded from the com-
putation. As in present law, the minimum  divisor used for the
computation would be 18.

Paragraph (2) of section 215 (b) as amended by the bill provides
that an individual’s “starting date’’ shall be December 31, 1950, or,
if later, the last day of the year in which the individual attains age 21,
whichever results in the higher average monthly wage.

Paragraph (3) of section 215 (b) as amended by the bill provides
that an individual’s ‘“closing date’ shall be whichever of the following
results in the higher average monthly wage: (1) the first day of the
year in which he died or became entitled to old-age insurance benefits,
whichever first occurred; or (2) the first day of the year in which he
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first became eligible for old-age insurance benefits (i. e., was both
fully insured and attained retirement age). In those cases where
adequate evidence of earnings in the year of death or entitlement is
available to the Secretary at the time of benefit computation, an
alternative computation using as the closing date the first day of the
year following the year of death or entitlement may be made. Where
the alternative closing date would increase the individual’s average
monthly wage, the higher amount would be paid at that time.

Evidence would be considered to be available when it can be readily
obtained as, for example, where the individual brings such evidence
with him or can obtain it with reasonable promptness or such evidence
can be readily obtained from the employer. If the earningsin the vear
of death or entitlement are not used in the initial computation of the
benefit, provision is made in section 215 (f) (3) of the act as amended
by the bill, whereby the individual (or his survivor in the event of
his death) can have the benefits recomputed upon application after
the year of death or entitlement. In such a recomputation the clos-
ing date becomes the first day of the year after the year of death or
entitlement so that earnings in such year of death or entitlement may
be used in the benefit computation. They will be used, however,
only if they produce a higher average monthly wage and, therefore,
a higher benefit amount.

Paragraph (2) of section 102 (b) of the bill deletes paragraph (4)
of section 215 (b) of present law and replaces it with a new paragraph
which directs the Secretary to determine, and to exclude from the
computation of an individual’s average monthly wage, the four or
fawer full calendar years which, if the months thereof elapsing after
the individual's starting date and prior to his closing date, and the
wages-and self-employment income for such years, were excluded
from the computation, would produce the highest primary insurance
amount. In the case of any individual who had at least 20 quarters-
of coverage in the period ending with the calendar quarter before his
closing date, the maximum number of years to be dropped would be
5, instead of 4.

Determinations made by use of the conversion table

Section 102 (c¢) of the bill amends section 215 (c) of present law to
provide a new conversion table to be used to increase the benefits of
individuals already on the rolls and to compute the primary insurance
amount of certain individuals who come on the rolls after the enact-
ment of the bill.

Paragraph (1) of the amended section sets forth the new conversion
table, as follows:
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“1 1I 111 v
The amount And the average
Or the primary referred to in monthly wage
““If the primary insurance benefit (as determined jinsurance amount paragraphs (1) * | for purposes of
under subsection (d)) is— (as determined (B) and (2) of |computing maxi-
under subsection | subseetion (a) mum benefits
(d) is— shall be— shall be—
$25. 00 $30.00 $55. 00
27.00 32.00 58.00
29.00 34.00 62.00
31.00 36. 00 65.00
33.00 38.00 69. 00
35.00 40.00 73.00
36.70 41.70 76.00
38.20 43.20 79.00
39. 50 44. 50 81.00
40.70 45.70 83.00
42.00 47.00 85.00
43.50 48. 50 88.00
45.30 50. 30 91.00
47.50 52. 50 95.00
50. 10 55.10 100.00
52.40 57.40 104. 00
54,40 59.40 108. 00
56. 30 61.30 114.00
58.00 63. 00 123.00
59. 40 64. 40 130. 00
60. 80 66. 30 139. 00
62. 00 67. 90 147. 00
63. 30 69. 50 155. 00
64. 40 71. 10 163. 00
65. 50 72. 50 170. 00
66. 60 73. 90 177.00
67.80 75. 50 185. 00
68. 77.10 193. 00
70. 00 78. 50 200. 00
71. 00 79. 80 207.00
72.00 81.10 213.00
73.10 82.70 221.00
74.10 83. 90 227.00
75.10 85.30 234. 00
76.10 86.70 241. 00
77.10 88. 50 250. 00
77.10 83. 50 250. 0!
77.20 88. 50 250. 00
77.30 88. 50 250. 00
77.40 88. 50 250. 00
77.50 88. 50 250. 00
78.00 89.10 253.00
79.00 90. 50 260. 00
. 80.10 91, 90 267. 00
81.00 93.10 273.00
82.00 94. 50 280. 00
83.10 95. 80 287.00
84.00 97. 10 293. 00
85.00 98. 50 300. 00

Column I of the table contains amounts of primary insurance
benefits computed on the basis of average earnings from January 1,
1937, and under the benefit formula provided in the Social Security
Act before the 1950 amendments. Column II contains primary in-
surance amounts computed under the present act, either through the
conversion table in the act, or through the benefit formula provided
therein in cases where average earnings after 1950 are used in the
computation. Column III sets forth the new primary insurance
amounts to which the amounts on corresponding lines in columns I
and IT are to be increased. Column IV sets forth the average monthly
wage to be used in setting the maximum amount of benefits payable
to the family.

“The table is designed to provide an increase of at least $5 in primary
insurance amounts. The amounts in column III of the table for
which there is in column I a corresponding primary insurance benefit
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were computed by applying the new benefit formnula in the bill to the
amounts of average monthly wage in column III of the conversion
table in present law, and further increasing any of the resultant pri-
mary insurance amounts so that they were at least $5 more than the
primary insurance amounts in the present conversion table correspond-
g to such average monthl{ wage. The table is so constructed that
at average monthly wage levels of $130 or more, benefit amounts
for individuals having the same average monthly wage will be identical,
regardless of whether the benefit is computed through the conversion
table or the new formula. Where the individual’s average monthly
wage, even after a dropout of low years, is less than $130, the con-
version table may give a more favorable result. The amounts in
column II for which there are corresponding amounts of primary
insurance benefits in column I are derived by applying to such pri-
mary insurance benefits the conversion table in present law. The
amounts in column II for which there are no corresponding primary
insurance benefits (i. e., amounts above $77.10) are derived from
actual average monthly wages on the basis of earnings after- 1950
under the formula in section 215 (a) (2) of present law.

The amounts in column IV are amounts of average monthly wage
which would yield the primary insurance amount on the corresponding
line in column III by applying the revised benefit formula in section
215 (a) (1) (A) of the act as amended by the bill. Such amounts in
column IV will determine the maximum amount of the benefits
payable on the basis of an individual’s wages and self-employment
income under section 203 (a) of the act, as amended by the bill.

Paragraph (2) sets forth the methods to be used for computatien of
the new primary insurance amount for amounts that fall between the
amounts on any two consecutive lines of column I or II of the table.
Subparagraph (A) of the paragraph provides that when the primary
insurance benefit falls between the ‘amounts on any two consecutive
lines in column I of the table, the new primary insurance amount is
to be determined by applying the new benefit formula to the average
monthly wage which would be determined for the individual under
the applicable provisions of present law relating to the determination
of benefits under the conversion table where the old primary insurance
benefit falls between the amounts on two consecutive lines of the
existing table. The primary insurance amount thus obtained, if not
already a multiple of 10 cents, would be rounded upward to the next
higher multiple of 10 cents and would then be increased, if necessary,
to the extent that it is less than $5 greater than the primary insurance
amount that would be derived from the individual’s primary insur-
ance benefit under the provisions of present law.

Subparagraph (B) of the paragraph provides that when an indi-
vidual’s primary insurance amount (computed under the benefit for-
mula in present law) falls between any two consecutive lines in column
IT of the table, the new primary insurance amount shall be computed
as in subparagraph (A) in those cases where the primary insurance
amount under present law can be derived from a primary insurance
benefit in accordance with the applicable provisions in present law.
Where it cannot be so derived, or where the primary insurance amount
derived under present law is more than $77.10, the new primary
insurance amount would be derived by applying the new benefit
formula in the bill to the average monthly wage from which the
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present primary insurance amount was determined. The resultant
amount would be rounded to the next higher multiple of 10 cents if
it is not already a multiple of 10 cents and would then be increased
to the extent, if any, that it is less than $5 greater than the primary
insurance amount computed under present law.

Subparagraph (C) of paragraph (2) provides that in cases where
the individual’s primary insurance amount can be computed under
the provisions of both subparagraph (A) and subparagraph (B), the
subpar&xgraph that yields the larger primary insurance amount shall
be used.

Section 215 (c) (3) of the Social Security Act is repeated in the bill.
It is designed to facilitate the mechanical processing of the increases
provided by the bill by providing for an assumed primary insurance
benefit 1 or 2 cents more or less than the actual primary insurance
benefit from which a benefit under section 202 has been computed.

Section 215 (c) (4) of the Social Security Act as amended by the -
bill provides that, for purposes of section 203 (a) (setting the maximum
monthly amount, of benefits payable on a single wage record), the
average monthly wage of an individual whose primary insurance
amount is determined under paragraph (2) of the amended subsection
(providing a method for computing the new primary insurance amount
for persons whose primary insurance benefits or present-law prlmary
insurance amounts fall between the amounts on any two consecutive
lines in column I or IT of the conversion table) shall be a sum equal to
the average monthly wage which would result in such new primary
insurance amount.if the new benefit formula provided in the amended
section 215 (a) (1) (A) were applied to such average monthly wage.
However, if such average monthly wage is not already a multiple of
$1, in lieu of being rounded to the next lower multiple of $1 as it is
under existing law, it would be rounded to the nearest multiple of $1
(or to the next higher multiple of $1 if it was a multiple of $0.50).

Primary insurdnce benefit and primary insurance amount for purposes
of conversion table

Section 102 (d) of the bill amends section 215 (d) of present law to
add provisions for computation of a primary insurance amount for
purposes of the conversion table to the present provisions for computa-
tion of a primary insurance benefit for such purposes.

Paragraph (1) changes the heading of section 215 (d) to read
“Primary Insurance Benefit and Primary Insurance Amount for
Purposes of Conversion Table.”

Paragraph (2) changes the introductory sentence of subsection (d)
of section 215 to provide that primary insurance amounts required
by the conversion: table procedures would be computed under the
provisions of the subsection.

Paragraph (3) amends paragraph (4) of subsection 215 (d) of the
Social Security Act to provide that a primary insurance benefit would
not be computed in the case of any individual who attained age 22
after 1950 and with respect to whom not less than 6 of the quarters
elapsing after 1950 are quarters of coverage. Such an individual is
not eligible for a primary insurance benefit computation under present
]aW e could still have a primary insurance amount, based on earn-
ings after 1950, computed for purposes of the conversion table.



58 SOCIAL SECURITY AMENDMENTS OF 1954

Paragraph (4) of section 102 (d) of the bill adds a new paragraph (6)
to section 215 (d) of the Social Security Act, to provide that an indi-
vidual’s primary insurance amount for purposes ot the conversion
table shall be computed under the provisions of present law, except
that the provisions of the bill relating to the new standard starting
and closing dates for computation of average monthly wage, to in-
crease in earnings counted after 1954, and to elimination of periods
of disability from the computation, would be applicable. The pro-
visions for dropping up to 5 lowest years, however, would not be
applicable to computations made under this paragraph, although
they would be applicable to computations of primary insurance
benefits for purposes of the conversion table.

Recomputation of benefits

Section 102 (e) (1) of the bill amends section 215 (e) of the act
(relating to wages and self-employment income not to be counted in
the computation of the average monthly wage) by adding a new
paragraph (3) to provide that if an individual’s closing date is the
first day of the year in which he became entitled to old-age insurance
benefits, and he has self-employment income in a taxable year which
begins prior to such closing date and ends after the last day of the
month preceding the month in which he becomes entitled to old-age
insurance benefits, his self-employment income in such taxable year
may not be counted, except as provided in section 215 (f) (3) (C) of
the act as amended by the bill (relating to a special recomputation
for such individuals after the close of the taxable year).

Paragraph (2) of section 102 (e) amends section 215 (f) .(2) of the
act (relating to recomputation of benefits to take account of earnings
after entitlement). Under section 215 (f) (2) (A) of present law, one
of the requirements for an individual to qualify for such a recom-
putation is that his benefits must have been suspended, on account
of earnings in excess of the amount permitted by the retirement test,
in 12 months out of a 36-month period. Because of the liberalizations
in the retiremnent test made by the bill and the application of that
test to noncovered as well as to covered earnings, benefit suspensions
would no longer serve as a valid test for determining eligibility for
a recomputation to take into account additional earnings after
entitlement. :

Subparagraph (A) of the amended section 215 (f) (2) would provide
that an old-age insurance beneficiary could have his benefit recom-
puted upon an application for a recomputation of his benefits filed
after 1954 if (1) he had at least 6 quarters of coverage after 1950 and
before the quarter in which he filed application, {2) he had covered
earnings of not less than $1,000 in a calendar year occurring after 1953
and after the year in which he became entitled to old-age insurance
benefits, or filed an effective application for a recomputation under
section 102 (e) (5) or 102 (f) (2) (B) of the bill (relating, respectively,
to the work recomputation under present law to take into account
earnings after entitlement and to the dropout recomputation, i. e.,
dropping of up to 5 years of lowest earnings or no earnings, provided
for in the bill), whichever of these 3 events is the latest; and (3) he
filed the application for recomputation under the subparagraph no
earlier than 6 months after the end of the calendar year referred to
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in item (2) above. The increased benefits resulting from an effective
recomputation would be payable retroactively for up to 12 months
prior to the month in which the application was filed, but in no case
for any month prior to the month following the calendar year referred
to in 1tem (2), above. .

Subparagraph (B) provides that (except for the first work recompu-
tation under the new subparagraph (A)) a recomputation under
subparagraph (A) shall be made only under the new benefit formula
provided in the new section 215 (a) (1) (A) of the act, as amended
by the bill, with computation of the average monthly wage based on
fail chosing date of the first day of the year in which the application was

ed.

Subparagraph (C) provides that if the recomputation is the first
for which the individual has qualified under subparagraph (A), the
recomputation will be made as though the individual first became
entitled to benefits in the month in which he filed application for the
recomputation. Thus, his benefit will be computed under all appli-
cable methods specified in section 215 (a) as amended by the bill.
For purposes of determining whether a recomputation is the first under
this subparagraph, a recomputation under section 102 (e) (5) (B) or
102 (f) (2) (%r) of the bill (relating, respectively, to certain types of
work recomputations and to the dropout recomputation provided
for in this bill), would be deemed to be a recomputation under this
subparagraph. ‘

Subsection (3) (A) of section 102 (e) of the bill amends section 215
(f) (3) of the act (relating to recomputation of benefits) to provide
that an individual’s primary insurance amount shall be recomputed to
take into account earnings in the year (1) in which he became entitled
to old-age insurance benefits if he became entitled to such benefits
after the effective date of the bill (the end of the month following the
month of enactment), or (2) had a recomputation of his benefit under
section 102 (e) (5) or 102 (f) (2) (B) of the bill (relating, respectively,
to certain work recomputations and the dropout recomputation, or
(3) whose primary insurance amount was recomputed for the first
time under the provisions of paragraph (2) of the new section 215 (f)
(relating to work recomputations for individuals who have earnings
of $1,000 in a year), but only if application for such recomputation
was filed after the year in which he became entitled to old-age in-
surance benefits, or in which he filed an effective application for the
last recomputation of the type referred to above. The closing date
for the recomputation provided by this subsection would be the first
day of the year following the year in which he became entitled to
olcf-age insurance benefits or filed his application for the last previous
recomputation referred to above, whichever is the later. - Any increase
in benefit amount resulting from the recomputation would be payable
retroactively to the first month for which the last previous computa-
tion of his benefit amount was effective, but in no case for more than
24 months prior to the month in which the application for this re=
computation is filed. , ‘

Where an individual would have been entitled, in the month of his
death, to a recomputation of his benefits under the provisions of the
preceding paragraph had he filed application therefor, his primary
Insurance amount may be recomputed upon application filed by a



60 SOCIAL SECURITY AMENDMENTS OF 1954

person entitled to monthly benefits or a lump-sum death payment on
the individual’s record. The closing date for the recomputation would
be the first day of the year following the year in which the individual
died, or in which he filed his application for the last previous computa-
tion of his primary insurance amount under the situations enumerated
in the first sentence of the preceding paragraph, whichever first oc-
curred. Any increase in monthly survivors benefits resulting from
the recomputation would be payable retroactively to the month in
which the survivor first became entitled to such benefits but in no
event for more than 24 months prior to the month the application for
recomputation was filed.

Paragraph (3) (B) of section 102 (e) of the bill further amends section
215 (f) (3) to provide (in a new subparagraph (C)) that if an in-
dividual’s closing date is the first day of the year in which he became
entitled to old-age insurance benefits, and he has self-employment in-
come in a taxable year which begins prior to such closing date and ends
after the last day of the month preceding the month in which he
became entitled to old-age insurance benefits, a recomputation of the
individual’s primary insurance amount shall be made, after the close of
the taxable year, to include in the calculation so much of the self-
employment income for such taxable year as is allocated to calendar

uarters prior to the closing date. No application would be required
or a recomputation .under this subparagraph. The recomputed
amount would be effective for and after the first month in which the
individual became entitled to old-age insurance benefits.

Paragraph (4) of section 103 (e) of the bill amends paragraph (4)
of section 215 (f) of the act (relating to the recomputation of the pri-
mary insurance amount of a deceases individual) to provide for recom-
putation of the primary insurance amount on the death after 1954 of
an old-age insurance beneficiary, if any person is entitled to monthly
survivors benefits or to a lump-sum death payment on the basis of
his wages and self-employment income. The recomputation would
be made only if the decedent (A) would have been entitled to a recom-
putation under subparagraph (A) of the section 215 (f) (2), as amended
by this bill (relating to a work recomputation for individuals who
have earnings of $1,000 in a year), had he filed an application therefor
in the month in which he died (without regard to the provision in
such subparagraph (A) which requires that the application be filed
after the sixth month following the year in which the earnings of
$1,000 were derived), or (B) he was paid compensation for services
covered under the Railroad Retirement Act which. is treated as re-
muneration for employment under the Social Security Acg. If the
recomputation is permitted by (A), above, the recomputation would
be made as though the individual had filed an application for a work
recomputation under section 215 (f) (2) (A) in the month in which
he died, and would include, in addition, any railroad compensation
paid prior to the applicable closinﬁ date used in the computation. If
recomputation is permitted by (B), above, the closing date for the
recomputation would be the same as that used in the last previous
computation of his primary insurance amount, and would include, in
addition, only railroad compensation paid prior to such closing date.
If the recomputation is permitted by both (A) and (B), the method
giving the higher primary insurance amount would be used.
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Paragraph (5) (A) of subsection (e) of section 102 of the bill provides
that where an individual would have been entitled to a recomputation
of his primary insurance amount on account of deductions from
benefits or attainment of age 75 and acquisition of 6 quarters of
coverage after 1950 under subparagraph (A) or (B) of section 215
(f) (2) of present law (except for the provision that such recomputa-
tion must result in a higher primary insurance amount to be effective),
his primary insurance amount shall be recomputed on application by
him or by a survivor filing application for monthly benefits or a
lump-sum death payment on his record. In such recomputation the
primary insurance amount would be determined only under the pro-
visions of the bill relating to the conversion table through the use of
the benefit formula in section 215 (a) (1) of the present law which
provides for a computation on the basis of earnings after 1950. The
recomputation would be effective for and after the month in which
the application for recomputation is filed.

Paragraph (5) (B) of this subsection provides, in the case of an indi-
vidual who is entitled, on the basis of an application filed after the
effective date of the bill, to a work recomputation under the provisions
of subparagraph (A) or (B) of section 215 (f) (2) of present law and
who either has less than 6 quarters of coverage after 1950 and prior
to the day following the effective date, or first qualified for the recom-
putation after the month following the month of enactment (i. e.,
had the 12th deduction under section 203 (b) (1) or (2) of the present
law or attained age 75 after that month), that the computation of his
primary insurance amount shall be made under all applicable pro-
visions of section 215 of the law as amended by the bill, except that
the closing date would be determined as though he became entitled to
old-age insurance benefits in the month in which he filed such appli-
cation for recomputation. The recomputation would be effective for
and after the month in which the application was filed.

Subparagraph (C) of paragraph (5) of section 102 (e) of the bill
provides that no individual shall be entitled to a work (or age 75)
recomputation of his primary insurance amount under subparagraph
(A) or (B) of section 215 (f) (2) of present law, unless (1) he had not
less than 6 quarters of coverage in the period after 1950 and prior
to January 1, 1955, and (2) either the 12th qualifying deduction oc-
curred prior to January 1, 1955, or he attained the age of 75 prior to
1955, and (3) he meets the other conditions of entitlement to such a
recomputation. This subparagraph also provides that if an individual
has had a recomputation under either subparagraph (A) or (B) of
section 102 (e) (5) of the bill, he shall not be entitled to another recom-
putation under either of these subparagraphs.

Paragraph (6) of section 102 (e) of the bill provides a special closing
date of July 1, 1956, in the case of an individual who dies or becomes
entitled to old-age insurance benefits in 1956, provided such individual
has not less than 6 quarters of coverage after 1954, and prior to the
quarter following the quarter in which he died or became entitled to
old-age insurance benefits, whichever first occurred. The July 1,
1956, closing date would be used in such cases instead of the first-of-
the-year closing dates provided in the bill, but only if it would result
in a higher primary insurance amount.

The determination of an individual’s closing date in accordance
with the above provision would be considered as a determination
of his closing date under section 215 (b) (3) (A) of the act as amended
by this bill (relating to the closing date of the first day of the year of
death or entitlement to old-age insurance benefits), and the recom-
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putation provided in section 215 (f) (3) (C) (relating to self-employ-
ment - income in a taxable year which begins prior to an individual’s
closing date and ends after the last day of the month preceding the
month in which he became entitled to benefits), would be made using
the closing date of July 1, 1956, if it would result in a higher primary
insurance amount.

In any computation based on the July 1, 1956, closing date, the total
of wages and self-employment income after December 31, 1955, which
may be used in such computation would be reduced to $2,100, if it is in
excess of that amount.

Mazimum family benefits

Paragraph (7) of section 103 (e) of the bill amends section 203 (a)
of the Social Security Act to provide new maximum limitations on the
total monthly amount of benefits payable on the basis of the wages
and self-employment income of an insured individual. Whenever
such total of monthly benefits is more than $50 and exceeds the larger
of 80 percent of the insured individual’s average monthly wage or
1% times his primary insurance amount, such total of benefits would,
after any deductions made under section 203 of the act, be reduced to
the larger of 80 percent of the insured individual’s average monthly
‘wage or 1% times his primary insurance amount, but in no case to less
than $50. If any of the individuals entitled to such benefits would
(but for the provisions of section 202 (k) (2) (A) of the act limitin
the benefit payments of a child to the benefit payable on the recorg
'yieldin%)the largest primary insurance amount) be entitled to benefits
on the basis of the wages and self-employment income of more than
one insured individual, the benefits could not be reduced to less than
80 percent of the sum of the average monthly wages of all such insured
individuals. The maximum amount of family benefits payable could
also not exceed $200 a month. Whenever a reduction in family
benefits is made under this subsection, each benefit, except the old-age
insurance benefit, would be proportionately decreased.

-Paragraph (8) of section 102 (e) of the bill provides that in the
case of an individual who became entitled (without the application
-of the retroactive provisions of section 202 (j) (1) of the Social Security
Act) to old-age insurance benefits, or died, prior to the day following
the month after the month of enactment, the provisions of section
215 (f) (3) of the existing law (regarding recomputation of benefits
on application filed 6 months after the month of entitlement or death)
would be applicable as though the bill had not been enacted.

Effective date

Section 102 (f) of the bill sets forth the effective date of the pro-
visions of section 102 (a), (b), (c), (d), and (e) of the bill.

Subsection (f) (1) provides that the amendments made by sections
102 (a), (e), (d), and (e) (7) of the bill shall apply, notwithstanding the
restrictions on recomputation of benefits in section 215 (f) (1) of the
act, in the case of lump-sum death payments with respect to deaths
after, and in the case of monthly benefits for months after, the effec-
tive date of the bill (the last day of the month following the month
in which the bill is enacted).

Under the provisions of subsection (f) (2) (A), the amendment
made by subsection (b) (2) (providing for & dropout of up to 5 years
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of lowest earnings in computing benefits) becomes applicable in the
case of monthly benefits and the lump-sum death payment based on
the earnings of an individual only in the following cases:

(1) He first becomes eligible for old-age insurance benefits (i. e.,
attains age 65 and is fully insured) after the effective date; or

(2) He dies after the effective date without becoming eligible for
old-age insurance benefits; or

(3) He is or has been. entitled to have a recomputation of his pri-
mary insurance amount under section 215 (f) (2) of the act as amended
by the bill (relating to work recomputations to take account of earn-
ings after entitlement to old-age insurance benefits) or under subsec-
tion (e) (5) (B) of section 102 of the bill (relating to work recomputa-
tions of benefits under the present provisions o% law in certain eases
where application for the recomputation is filed after the effective
date of the bill); or

(4) He acquires 6 quarters of coverage after June 1953; or

(5) He files, after the effective date, an application for a disability
determination which is accepted as an application under the provisions
of section 216 (i) of the act as amended by the bill; or

(6) He dies after the effective date and his survivors are entitled
(or would be entitled except for the requirement that the recomputa-
tion result in a higher primary insurance amount) to a recomputation
of his primary insurance amount under section 215 (f) (4) (A) of the
act as amended by the bill.

Subsection (f) (2) (B) provides that the primary insurance amount
of an individual who was entitled to old-age insurance benefits or
who was 65 or over and fully insured in the month in which the
effective date occurs and who has 6 quarters of coverage after June
1953 shall be recomputed upon his application, or if he dies without
applying, upon the application of any person entitled on his record
to monthly survivors benefits. This recomputation is to be made
under section 215 of the act, but without regard to the recomputation
provisions in subsection (f) thereof (other than paragraph 3 (C),
relating to special recomputations for certain individuals who beconte
entitled to old-age insurance benefits prior to the close of their taxable
years), except that in computing his average monthly wage his closing
dates shall be the same as if he became entitled to old-age insurance
benefits in the month in which he filed his application for such recom-
putation or in which he died. This recomputation is made effective
beginning with the month in which he filed such application, or if he
has died, beginning with the first month for which the survivor who
filed the application was entitled to monthly survivors benefits. It
would not be effective unless it increased the primary insurance
amount or if there had been a previous recomputation under the
subsection.

Subsection (f) (3) provides that the amendments made by sub-
sections (b) (1), (e) (1), and (e) (3) (B) of section 102 of the bill
(relating to computation of the average monthly wage) shall be appli-
cable only in the case of monthly benefits based on the wages and
self-employment income of an individual who does not become
entitled to old-age insurance benefits until after the effective date, or
who dies after the effective date without becoming entitled to such
benefits, or who files an application after the effective date and is
entitled to certain work recomputations or a dropout recomputation.
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Subsection (f) (4) provides that the amendments made by section
102 (e) (2) of the bill (relating to work recomputations) shall be
applicable only in the case of applications for such recomputations filed
after 1954. 1t also provides that the amendment made by section
102 (e) (4) (relating to survivors recomputations) shall be applicable
only in the case of deaths after 1954.

Subsection (f) (5) provides that the amendments made by section
102 (e) (3) (A) of the bill (relating to recomputation of benefits to
take account of earnings in the year of entitlement) shall be applicable
only in the case of applications for recomputation filed, or deaths
occurring, after the effective date.

Subsection (f) (6) provides that no increase in benefits by reason of
the amendments to the Social Security Act made by section 102 of
the bill or the dropout recomputation provided in subparagraph (B) of
subsection (f) (2) of the bill shall be regarded as a recomputation for
purposes of section 215 (f) of the act (except for the amendments
made by section 102 (i) of the bill, described below).

Section 102 (g) of the bill amends section 2 (c) (2) (B) of the Social
Security Act amendments of 1952 (designed to facilitate the computa-
tion of benefit increases under that act for dependents 