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74tH CONGRESS } HOUSE OF REPRESENTATIVES { ReporT
1st Session No. 615

THE SOCIAL SECURITY BILL

ApriL 5, 1935.—Committed to the Committee of the Whole House on the state
of the Union and ordered to be printed

Mr. Doucaron, from the Committee on Ways and Means, submitted
the following

REPORT

[To accompany H. R. 7260]

The Committee on Ways and Means, to whom was referred the bill
(H. R. 7260) to provide for the general welfare by establishing a system
of Federal old-age benefits, and by enabling the several States to
make more adequate provision for aged persons, dependent and
crippled children, maternal and child welfare, public health, and the
administration of their unemployment compensation laws, to establish
a Social Security Board, to raise revenue, and for other purposes,
having had the same under consideration, report it back to the
House without amendment and recommend that the bill do pass.

PART I. GENERAL STATEMENT

CONTENTS OF BILL

This bill provides for various grants-in-aid to the States; establishes
a Federal old-age benefit system and a Social Security Board; and
imposes certain taxes, hereinafter described.

Title I: Grants-in-aid are to be made to the States for old-age
pensions to )})ersons who have reached the age of 65. In making these
grants the Federal Government will match what the States put up,
within certain limits.

Title II: A system of Federal old-age benefits, payable to people
who have reached the age of 65, will begin in 1942. These benefits are
to be measured by wages, and are payable wholly regardless of the
need of the recipient.

Title ITI: Grants-in-aid are made to the States, to pay the adminis-
trative costs of State unemployment compensation systems. The

H. Rept. 615, T4-1——1
w4-9-386.



2 THE SOCIAL SECURITY BILL

amounts authorized should be sufficient to meet these costs, and no
matching is required.

Title IV: Grants-in-aid are to be made to the States to assist them
in giving aid to dependent children. In making these grants, the
Federal Government will, within certain limits, put up one-third of
the total amount paid in the State for aid to dependent children.

Title V: Grants-in-aid are made to the States for aid in their serv-
ices relating to maternal and child welfare, the care of crippled chil-
dren, and vocational rehabilitation. Most of these grants are to be
made on an equal matching basis.

Title VI: Grants-in-aid are to be made to the States for develop-
ing their public-health services, and authorization is made for the
Public Health Service to carry on its investigatory work.

Title VII: A Social Security Board, which is to be an independent
agency in the executive branch of the Government, is established.
Tghe board is to have three members, holding office for 6-year terms.

Title VIII: An income tax, measured by a certain percentage of
wages (beginning with 1 percent in 1937 and increasing to 3 percent
by 1949), 1s levied on most wage earners, with certain large groups,
such as domestic servants and agricultural laborers, exempted. An
excise tax, measured at the same rates on wages paid, is levied on
employers, with similar exemptions. These taxes first take effect on
January 1, 1937.

Title IX: An excise tax is levied on employers of 10 or more persons
(with certain exemptions), measured by 1 percent of wages payable
for 1936 and increasing to 3 percent by 1938. This tax goes into
effect on January 1, 1936, and is first payable a year later. Credits
against the tax are allowed for contributions which the taxpafver may
have made to State unemployment funds under State unemployment
compensation laws. _

Title X: This title contains general definitions and miscellaneous
provisions applying to the whole act.

HISTORY OF LEGISLATION

Legislation on the subject of social security was promised the coun-
try in a Presidential message of June 8, 1934, in which he said:

Our task of reconstruction does not require the creation of new and strange
values. It is rather the finding of the way once more to known, but to some
degree forgotten, ideals and values. If the means and details are in some instances
new, the objectives are as permanent as human nature.

Among our objectives I place the security of the men, women, and children of
the Nation first.

This security for the individual and for the family concerns itself primarily with
three factors. People want decent homes to live in; they want to locate them
where they can engage in productive work; and they want some safeguard against
misfortunes which cannot be wholly eliminated in this man-made world of ours.

Subsequently, the President (by Executive order) created the Com-
mittee on Economic Security, composed of the Secretary of Labor
(chairman), the Secretary of the Treasury, the Attorney General, the
Secretary of Agriculture, and the Federal Emergency Relief Admin-
istrator, instructing the committee to study the entire problem and
to make recommendations which might serve as the basis for consid-
eration of legislation by the present Congress.

The Committee on Economic Security devoted 6 months to this
study in which it was assisted by a staff of specialists and by 14
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advisory groups, representative of every interest concerned with the
problems of economic security, including capital, labor, and the gen-
eral public. For personnel of advisory committees, see the appendix
of this report. The committee made a unanimous report to the
President in January of this year, which the President transmitted
to both Houses of the Congress, with his endorsement of the
legislation recommended therein, in a special message on January 17,
1935, the concluding paragraphs of which were as follows:

The establishment of sound means toward a greater future economic security
of the American people is dictated by a prudent consideration of the hazards
involved in our national life. No one can guarantee this countr%vagainst the
dangers of future depressions but we can reduce these dangers. e can elim-
inate many of the factors that cause economic depressions, and we can provide
the means of mitigating their results. This plan for economic security is at once
a measure of prevention and a method of alleviation. .

We pay now for the dreadful consequence of economic insecurity—and dearly.
This plan presents a more equitable and infinitely less expensive means of meeting
these costs. We cannot afford to neglect the plain duty before us. I strongly
recommend action to attain the objectives sought in this report.

These recommendations were incorporated in H. R. 4120 on which
this committee held extended hearings from January 21 to February
12, at which more than 1,000 pages of testimony were taken. Since
the conclusion of the hearings the measure has received the constant
attention of the committee until the present moment, and numerous
changes in the content and form were agreed upon. These changes
involved a complete revision resulting in the drafting and introduc-
tion of H. R. 7260, herewith recommended for passage.

PURPOSE AND SCOPE

The need for legislation on the subject of social security is apparent
at this time. On every hand the lack of such security is evidenced by
human suffering, weakened morale, and increased public expenditures.

This situation necessitates two complement courses of action:
We must relieve the existing distress and should devise measures to
reduce destitution and dependency in the future.

Thus far in the depression, we have merely attempted to relieve
existing distress, but t%e time has come for a more comprehensive and
constructive attack on insecurity. The foundations of such a pro-
gram are laid in the present bill.

Work for the employables on relief is contemplated in the work-
relief bill; a second vital part of the program for security is presented
in this bill. The bill is designed to aid the States in taking care of
the dependent members of their population, and to make a beginning
in the development of measures which will reduce dependency in the
future. It deals with four major subjects: Old-age security, unem-

loyment compensation, security for children, and public health.

hese subjects are all closely related, all being concerned with major
causes of dependency. Together they constitute an important step
in a well-rounded, unified, long-range program for social security.

OLD-AGE SECURITY
There are now apﬁroximat;el;7 7,500(1000 men and women over 65

years of age in the United States, and for decades the number and
percentage of old people in the population have been increasing. This
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tendency is almost certain to continue throughout the centur{.
Statisticians estimate that by 1970 there will be 15,000,000 people
over 65 years of age and by the end of the century, about 19,000,000.
In contrast with less than 6 percent of the entire population now over
65, more than 10 percent will fall in this age group in 1970, and above
12 percent by the end of the century. These, moreover, are minimum
estimates, which may be greatly exceeded if cures are discovered for
the major causes of death among old people.

Tasre 1.—Actual and estimated number of persons aged 65 and over compared to
total population, 1860 to 2000

Number | Percent
Total popu- | “2oaq'65 | aged 65 Year Total popu- | “Joay'ss | aged 85

Year
lation and over | and over Intion and over | and over

31, 443, 000 849, 000 27 132,000,000 | 8, 311, 000 6.3

38,558,000 1 1,154,000 3.0 141, 000,000 | 10, 863, 000 7.7

60, 156,000 | 1,723,000 8.4 1486, 000, 000 | 13, 590, 000 0.3

62,622,000 | 2, 424,000 3.9 149, 000, 000 | 16, 066, 000 10.1

76,995,000 | 8, 089, 000 41 160, 000, 000 | 17, 001, 000 1.3

91,972,000 | 3, 958, 000 4.3 151, 000, 000 | 19, 102, 000 12.6
105,711,000 | 4,940, 000 4.7 151, 000, 000 | 19, 338, 000 12.7
122,775,000 | 6, 634,000 5.4

Source: Data for years 1860 to 1930 from the United States censuses.

Approximately 1,000,000 men and women over 65 years of age are
dependent upon the public for support, the great majority of them
on relief. This number is certain to increase in the future due to
(1) the rapid increase of persons over 65 years of age, (2) the fact
that many of the older workers now unemployed will never be steadily
employed again, (3) the disappearance during the depression of the
lifetime savings of many families approaching old age, and (4) the
lessened ability of children to support their parents. The social

roblem of old age dependency, great as it is today, is certain to
Eecome more acute in the future unless adequate measures are taken
now.

Experience, both in this country and in other lands, has demon-
strated that the best way to provide for old people who are dependent
upon the public for support is through old-age-assistance grants,
more commonly called ‘“old-age pensions.” Twenty-nine States and
the Territories of Alaska and Hawaii have old-age pension laws.
Approximately 200,000 old people are now in receipt of old-age assist-
ance under these laws, and while the grants are often inadequate, the
lot of the pensioners is distinctly less hard than that of old people
on relief. But due in part to restrictive provisions in the State laws,
and still more to the financial embarrassment of many State and local
governments, the old-age pension laws are limited in their application
and do not provide adequately for all old people who are dependent
upon the puIt))lic for support.

To encourage States to adopt old-age pension laws and to help them
carry the burden of providing support for their aged dependents, this
bill profposes that the Federal government shall match the expendi-
tures of the State and local governments for old-age pensions, except
that the Federal share is not to exceed $15 per month per individual.
A few standards are prescribed which the States must meet to entitle
them to Federal aid, but these impose only reasonable conditions and
leave the States free of arbitrary interference from Washington,
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TaBLe I1.—Operation of old-age pension laws of the United States, 1934

Percent-
ber | Numb agglol
Num umber | pension- | , o000 Yearly
Btate Type of law | of pen- | of eligible | ers to Tag
sloners | sge, 1030 | number | PeDsion cost
of eligi-
ble age
AlRSKa. e iceeameann- Mandatory._| 446 3,437 L1 $20.82 $95, 7T0¢
U I do_._.__ 1,074 9,118 21.6 9.01 200, 92
California__ ISR [ . 19, 210, 379 9.2 21. 18 3, 602, 000
Colorado... [ T 8,705 61, 787 14.1 8. 59 172, 481
L) N4 (- PR S do_..... 1,610 16, 678 9.7 9.79 188, 740
Hawaii_..__ 1(»)4Pﬁom‘"“ Q) Q] ® 0] 0]
Idaho___ andatory. 1,276 22,310 5.7 8.85 114, 521
Indi 23, 418 138,426 16.9 6.13 1, 254, 169
Iowa_._.__. 3, 184, 239 1.6 13. 50 475, 500
F 8. 8. 8. 8. 8
Maine..__.__ andatory. 3 3) U ¢ [
Maryland. ... Optional ____ 141 92,972 .2 20.90 60, 217
Massachusetts andatory.| 20,023 156, 590 12,8 24.35 5,411,723
Michigan__ . . |eooa do_ .. 2, 660 148, 853 1.8 9, 59 306,
2.8 13.20 420, 638
G| gE| e
.5 15. 00 3,320
[N} 19.06 , 723
9.4 12,72 1,375, 683
13.7 22.16 | 13,592,080
0] Q] Q]
. 5.8 1‘3. 99 3, 0°00, 000
U U
¢
;: ; 8.56 l95. 509
1
ol 8 1 8
1.8 16.75 805,707
7.4 10.79 83,231
16.48 | 31,192,402

{ No information available or not computed.

? Not in operation.

3 Not yet In effect.

¢« Not much being done due to lack of funds.

# No pensions being paid now.

8 Administered by counties; no information avaflable for State.
1 Law just being put into effect.

Source: Data collectad by the Committee on Economic Security.

The provisions for Federal aid, included in title I, are designed for
the support of people now old and dependent. They do not, however,
furnish a completely satisfactory solution of the problem of old-age
support, considered from a long-time point of view. If no other
provisions are made, the cost of gratuitous old-age pensions is bound
to increase very rapidly, due to the growing number of the aged and
the probable increasing rate of dependency. Unless a Federal benefit
system is provided, the cost of old-age pensions under title I, shared
equally by the Federal Government and the States, would i)y 1960
amount annually to more than $2,000,000,000 and by 1980 to nearly
$2,600,000,000, on the basis of an average monthly pension of $25.

To keep the cost of Federal-aided State pensions under title I from
becoming extremely burdensome in future years, and to assure sup-
port for the aged as a right rather than as public charity, and 1n
amounts which will insure not merely subsistence but some of the
comforts of life, title IT of the bill establishes a system of old-age
benefits, paid out of the Federal Treasury, and administered directly
by the Federal Government. The benefits provided for workers who
have been employed during substantially all their working life, will

be considerably larger than any Federal-aided State pen-
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gions could be. The benefits to be paid are related to the wages
earned, but there are adjustments favoring the lower paid employees
and those approaching oid age. The minimum monthly benefit pay-
able is $10, and the maximum is $85. An employee whose total
wages, as defined in the act, prior to the age of 65 amount to less than
$2,000 will not qualify for benefits, but he will receive 3% percent of
his wages in a lump sum at the age of 65. He may be eligible also
for a Federal-aided State pension under title I.

TasLe IIT.—Illustrative monthly Federal old-age benefits under title IT

Years of employment
Average monthly salary
5 10 15 20 25 30 35 40 45
$15.00 | $16.25 | $17.50 | $18.75 | $20.00 | $21.25 | $22.50 | $23.78
1750 | 20.00| 22.50 | 25.00| 27.50| 80.00| 3250 36. 00
20.00)] 23.75| 27.50| 31.25| .38500] 38.75| 4250 46. 25
2250 | 27.50| 3250 { 37.50 | 42.50| 47.50| 51.25 83.78
2500 | 31.25| 37.50 | 43.75( 50.00) 53.13| 56.25 59, 38
27.50 | 3500 | 4250 50.00| 53.75| 57.50| 61.25 @5. 00
80.00| 38.75{ 47.50 | 83.13| 57.50| 61.88) 68.25 70. 63
8250 | 42.50| 51.25( 56.25| 61.25) 66.25{ 71.25 76.23
35.00| 46.25| 53.75| 69.38| 6500 70.63| 76.25 81.88
87.50 | 50.00| 56.25| 62.50| 68.75| 75.00| 81.25 85.00

$ Lump sum payment of $52.50.

The establishment of the Federal old-afe benefit system will
materially reduce the cost of Federal-aided State pensions under
title I in future years. It will not entirely replace tlxm)at system, be-
cause not all persons will be under the Federal old-age benefit plan.
It will operate, however, toreduce the total cost of old-age pensions
under title I to the Federal and State Governments in the future by
more than $1,000,000,000 annually.

Tasre IV.—Estimated appropriations, benefit payments, and reserves under title I
[In millions of dollars]

Amount
Appropria: [ Interest on| Benefit | carried for-
Fiscal year ending June 30— tion reserve | payments | ward to Reserve
reserve
1937 ... - 255. 8 0.0 1.8 .6 253.6
1938. ... - - 513.5 7.8 7.2 514.0 767.6
1039 518.5 2.0 14.4 526.9 1,204.5
1040_ 662. 2 38.8 22.0 679.1 1,073.68
141 ... - 807, 2 58.2 20.7 836.7 2,810.3
1042 . .- —— 814.8 84.4 60.4 838.7 8,649.0
1043 —— 970.0 1090.5 114.2 965.3 4,614.3
1044 s cdcccemcc——e 1,126.6 138.8 173.1 1,001.9 5,708.2
146, e e 1,137.0 171.2 231. 4 1,076.4 6,782.6
1946 - 1,201.0 203.5 302.0 1,192.9 7,975.6
147 1,447, 1 239.8 381.2 1,305. 2 9,280.7
1048 1,460.1 278.6 457.5 1,281.1 10, 561. 8
1049 - - 1,621.0 316.8 535.8 1,402.1 11,963.8
1950 1,783.3 358.9 612.6 1,529.6 13,493.5
1056.. 1,861.3 579.3 1,076.0 1,364.5 20,672.6
1060. 1,839.1 7685.6 1,672.7 1,082.0 26, 551.8
1085_. 2,016.9 896.0 2,235.1 877.8 30, 543.8
1970.. 2,004.8 975.2 2,792.1 277.9 32,7829

It is important to note that by the investment of the large reserve
on hand in the old-age reserve account, the Treasury will %e able to
withdraw from the market outstanding Federal bonds and hold them
in the account. Their withdrawal will prevent the loss in income-
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tax receipts, which is now annually incurred due to the presence of
these tax-exempt bonds in the hands of private owners.

UNEMPLOYMENT COMPENSATION

Unemployment is an even more prevalent cause of dependency than
old age; In fact, it is the most serious of all hazards confronting indus-
trial workers. During the years 1922 to 1929 an average of 8 percent
of the industrial workers in this country were unemployed, ang in the
four depression years, 1930 to 1933, the unemployment rate was above
25 percent. Of all urban families now on relief, more than four-fifths
are destitute because of unemployment.

Unemployment is due to many causes and there is no one safeguard
that is all-sufficient. It can be dealt with in a reasonably adequate
fashion only through a twofold approach, similar to that recommended
for dealing with the old-age problem. Provisions must be made for the
relief of those now unemployed, and there should also be devised a
method for dealing with the unemployment problem in a less costly

. and more intelligent way in future years. It should be clearly under-

stood that State unemployment compensation plans made possible
by this bill cannot take care of the present problem of unemploy-
ment. They will be designed rather to afford security against tg
large bulk of unemployment in the future. , .

For those now unemployed the best measure of protection is to
give them employment, as is contemplated in the work-relief bill. To
provide something better than relief on a needs basis for the unem-
ployed of the future, the establishment by the States of unemploy-
ment compensation systems is urgently to be desired. Titles III and
IX seek to encourage States to set up such systems and to keep them
from being handicapped if they do so.

The essential idea In unemployment compensation, more commonly
but less accurately called ‘‘unemployment msurance’’ is the accumu-
lation of reserves in times of employment from which partial com-
pensation may be paid to workers who become unemployed and are
unable to find other work. Unemployment insurance cannot give
complete and unlimited compensation to all who are unemployed.
Any attempt to make it do so confuses unemployment insurance
with relief, which it is designed to replace in large part. It can give
compensation only for a limited period and for a percentage of the
wage loss.

Unemployment compensation, nevertheless, is of real value to the
industrial workers who are brought under its protection. In normal
times it will enable most workers who lose their jobs to tide themselves
over, until they get back to their old work or find other employment,
without having to resort to relief. Even in depressions it will cover
a considerable part of all unemployment and will be all that many
workers will need. Unemployed workmen who cannot find other em-
ployment within reasonable periods will have to be cared for through
work relief or other forms oIP assistance, but unemployment compen-
sation will greatly reduce the necessity for such assistance. Unem-
ployment compensation is greatly preferable to relief because it is
given without any means test. It is in many respects comparable to
workmen’s compensation, except that it is designed to meet a dif-
ferent and greater hazard.
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Unemployment compensation is valuable to the public as well as to
the industrial workers themselves. - It is a measure tending to maintain
urchasing power, upon which business and industry are dependent.
%ad there been a system of unemployment compensation throughout
the country in the years from 1922 on, with a 3-percent contribution
rate, not only would practically all unemployment of the prosperity
period have been compensated, but it is estimated that $2,500,000,000
would have been available for payment of benefits with the beginning
of the depression in 1929. Such an amount paid to unemployed
workmen at that time would unquestionably have had a most whole-
some, stabilizing effect upon business.

Unemployment compensation has behind it an extensive European
experience. No country which has experimented with unemploy-
ment insurance has ever abandoned it. In this country it has been
endorsed by numerous Federal and State commissions and committees,
but prior to this year only one State enacted such a law, and this came
into operation less than a year ago. :

The failure of the States to enact unemployment insurance laws is
due largely to the fact that to do so would handicap their industries
in competition with the industries of other States. The States have
been unwilling to place this extra financial burden upon their indus-
tries. ‘A uni?orm, Nation-wide tax upon industry, thus removing
this principal obstacle in the way of unemployment insurance, is
necessary before the States can go ahead. Such a tax should make
it possible for the States to enact this socially desirable legislation.

his is one of ‘the purposes of title IX of this bill. In this title
a tax is imposed upon employers throughout the country against
which a credit is allowed of up to 90 percent of the tax for contribu-
tions made by employers to unemployment compensation funds
established pursuant to State law. '

That this tax is imposed on employers is indicative of the convic-
tion that employers should bear at least a part of the cost of unem-
ployment compensation, just as they bear the cost of workmen’s
compensation. Each State is, of course, free to assess not only em-
plo%ers but employees; and in this connection it may be noted that
in European countries, and under the law recently passed by the
State of Washington, employees are required to contribute.

The amount of benefits payable for unemployment from contribu-
tions amounting to 3 percent of pay roll would vary from State to
State. The maximum period for which benefits may be paid depends
not only upon the rate of unemployment, but also upon the percent-
age of wages paid as benefits, the length of the required waiting
period, the ratio of weeks of employment to weeks of benefits, and
other provisions. The scale of benefits which States will be able to
pay from a 3-percent rate of contributions on pay rolls will carry the
great majority of unempIO{ed workers through normal years until
they are able to secure employment again. While the Federal tax is
limited to 3 percent (1 percent in 1936 and 2 percent in 1937), some
States will probably increase the benefits payable by requiring also
contributions from the employees or the State government. Under
a reasohable scale of benefits, reserves would accumulate in normal
years to carry the fund through minor depressions or the first years of
a major depression. '

The bill permits the States wide discretion with respect to the
unemployment compensation laws they may wish to enact. The
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standards prescribed in this bill, which are described in part II of this
report, are designed merely to insure that employers will receive
credit against the Federal pay-roll tax only for payments made under
genuine unemployment compensation laws.

Yet the Federal Government, under this bill, has important func-
tions to perform in order to make it possible for the States to have
unemployment ingurance laws and to facilitate their operation. It
equalizes competitive conditions through the imposition of the
employment excise tax provided for in title IX. The bill further
provides that the Social Security Board, which is created in title VII to
administer all parts of the social security program other than aids
coming within the scope of operation of existing bureaus, shall have
the duty of studying and making recommendations with respect to
the broad problems of economic security. This Board will be able
to render important actuarial and scientific services to the States in
connection with their unemployment insurance systems. In title III
financial aid is given the States by the Federal Government to defray
their costs in administering unemployment insurance. Finally, the
Federal Government is to handle all unemployment reserve funds, in a
trust account in the United States Treasury for the benefit of the
States to which they belong.

This last provision will not only afford maximum safety for these
funds but is very essential to insure that they will operate to promote
the stability of business rather than the reverse. Unemployment
reserve funds have the peculiarity that the demands upon them
fluctuate considerably, being heaviest when business slackens. If,
in such times, the securities in which these funds are invested are
thrown upon the market for liquidation, the net effect is likely to be
increased deflation. Such a result is avoided in this bill through the

rovision that all reserve funds are to be held by the United States

reasury, to be invested and liquidated by the Secretary of the
Treasury in a manner calculated to promote business stability.
When business conditions are such that investment in securities
purchased on the open market is unwise, the Secretary of the Treasury
may issue special nonnegotiable obligations exclusively to the unem-
ployment trust fund. When a reverse situation exists and heavy
drains are made upon the fund for payment of unemployment benefits,
the Treasury does not have to dispose of the securities belonging to
the fund in open market but may assume them itself. With such a
method of handling the reserve funds, it is believed that this bili will
solve the problem often raised in discussions of unemployment
compensation, regarding the possibility of transferring purcming
power from boom periods to depression periods. It will in fact
operate to sustain purchasing power at the onset of a depression
without having any counteracting deflationary tendencies.

SECURITY FOR CHILDREN

Titles IV and V of the bill deal with another important aspect
of economic security, that of security for children. Children are, per-
haps, the most tragic victims of the depression. More than 40
percent of all persons on relief—approxzimately 9,000,000 individuals—
are children under 16, in contrast to 28 percent of the entire popula-
tion falling in this age group. In less than a generation these children
will constitute a large part, of the adults who must carry the burdens

H. Reot. 615, 74-1—2
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of our social system and the responsibilities of our Government. As
was well stated by the Committee on Economic Security, ‘‘the core
of any social plan must be the child.” And with so many children
now growing up under the abnormal conditions involved in relief and
the many hardships created through the depression, it is imperative
that everything possible be done to offset the demoralizing and
deteriorating effects of the great disaster that has befallen this
country.
DEPENDENT CHILDREN

One clearly distinguishable group of children, now cared for through
emergency relief, for whom better provision should be made, are those
in families lacking a father’s support. Nearly 10 percent of all fami-
lies on relief are without a potential breadwinner other than a mother
whose time might best be devoted to the care of her young children.
Last fall it was estimated that there were above 350,000 families on
relief the head of which was a widowed, separated, or divorced
mother and whose other members were children under 16. Above
700,000 children under 16 belong to such families, and, with the in-
crease in relief lists since then, this number has probably increased
proportionately.

It has long been recognized in this country that the best provision
that can be made for families of this description is public aid with
respect to dependent children in their own homes. Forty-five States
now have laws providing such aid, but in many of these States the
laws are only partially operative or not at all so. With the financial
exhaustion of Iétat‘,e and local governments a situation has developed
in which there are more than three times as many families eligible for
such aid as are actually in receipt of it, and they are now being
supported by emergency relief.

TaBLE V.—Estimated number of families and children receiving aid wilh respect
to dependent children under State laws and estimaled ea penditures for this purpose

{Based on figures available Nov. 15, 1934)

Estimated present annual expenditures

Number of | Number of
State families ohllGean for aid, local and State
receiving | benefiting
ald from aid Total Local State
Total $37,487,479 | $31,621,957 | $5,865,522
Alabama ! R R I,
Arfrona._._. .o ... 20, 940 20, 940
Arkansas? ___ - . RN R, [
California 2,133,999 224, 252 1,900,747
Colorado. .. .- 562 1,435 149,488 149,688 | ..o
C fcut 1,271 3,276 734,627 489, 762 244, 875
348 855 5 500

Kentucky.
Louisiana

Maine.._.__ 817 2,124 310,000
Moctaana 3 3-% 1 317 2, 1;(7), 50
, , 450,
Michigan 18,039 | 2,448,962
Mi 8,697 9,1 1,138,176

Footnotes at end of table,
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TaBLE V.~ -Estimated number of families and children receiving aid with respec!
to dependent children under State laws and estimated expenditures for this purpose—

Continued
Estimated present annual expenditures
Number of | Number of for aid, local and State
State ram'xlies bchilggg
receiving enefiting
aid from #id Total Local State

Mississi?pi L SRS SUPROIOUPRUU SUSOUIPRUPS) FUUI G .
Missourd_.____. 336 874 $93, 440
Montana...... 83 1,969 213,623
Nebraska._____ . 1,654 4,300 272,036
Nevada....._.... 200 520 44,035
New Hampshire. 260 761 440
New Jersey. ... 7,711 18, 789 2, 445, 564
New Mexico? ..o feeem oo L.
New York..._.. 23,493 56, 524 11,731,176
North Carolina 314 047 58,
North Dakota 978 2,644 238,3

fo__._- 8,023 24,470 2,116, 908
Oklahom 1,896 , 166 123, 314
Oregon.... 1,040 2,259 247, 140
Pennsylvan 7,700 22, 587 3,197, 640
Rhode Island 513 1,666 267, 252
South Carolina 1 ___ . e el
South Dakota. 1,290 3,324 285, 986
Tennessee.. ... 241 627 71,328

) ¢: L I 332 863 43, 987
Utah_..______. 622 1,617 78, 651
Vermont______ 208 4681 46,976
Virginia_. ... 136 545 33, 876
Washington__ . 3,013 7,834 519, 538
West Virginia. 108 281 16, 086
Wisconsin. .. 7,173 17,932 180, 790

FomDg. o o e ] 279 3

1 No State law.

1 Law not in operation.
Source: The U. 8. Children’s Buresau.

TasLe VI.—Eztent to which aid to dependent children is provided: Per capita
ezpenditures and percentages of counties granting aid

Per- Per-
Percentage of coun-| capita Percontage of coun-| capita
State ties granting aid | expendi- Btate ties granting aid expgndl-
tures tures
No mothers’ aid Missouri_. 103 $0.03
W, .46
[ Ty () .20
State-wide_.______ $0. .41
Mothers’ ald dis- |.____.___.. .18
continued. New Jersey.... 0. .61
State-wide._....___] .36 [ New Mexico__...__. Law not in opera- |__._._.._.
W14 tion.
.48 || New York
.39 [ North Carolina.
.30 No{th Dakots..._..
(N
.15 Oklahoma.
Oregon._...._..____.
Pennsylvania.__.
® " Rico._._____
.20 || RhodeIsland..___._
. é‘l) South Carolina.__...|
.04 i SBouth Dakota______
.02 [ T
.004 || Texas..
.3 tah_____
.07 |} Vermont.. _......_
.58 || Virginia
.81 || Washington.
91 .44 || West Virginia_____.
Mothers’ aid dis- ‘Wisconsin
continued. Wyoming.

1 Less than 1 percent.

# Based on number of counties granting aid June 30, 1931.
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For the welfare of the many young children involved, it is highly
desirable that these families should be taken care of through public
aid. This will not be possible, however, unless the Federal Govern-
ment aids the States in carrying this burden. Such aid is proposed
in title IV of this bill, under which the Federal Government will
assume one-third of the cost of aid to dependent children paid under
State laws. This does not involve any larger expenditures than the
Federal government has been making for the support of these families
on relief, but will very materiallfy aid the States in caring for this
group of their unemployables, for whom they must now assume
responsibility.

MATERNAL AND CHILD WELFARE

In title V it is proposed that aid be ii;]'en the States for other serv-
ices very essentiaf to the security of children. The first of these is
aid for maternity and infancy welfare, particularly in rural areas,
and in areas suffering from severe economic distress. The need for
such services has increased with the depression, and the fact that the
maternal mortality rate in this country is much higher than in nearly
all other progressive countries is certainly not to our credit.

In title V, Federal aid is also made available for the development
of local child-care services. These services are concerned with the
300,000 dependent and neglected children, the 200,000 children who
annually come as delinquents before the courts, and the 70,000 illegiti-
mate children born each year. These groups are in many respects
the most unfortunate of all children, as their lives have already been
impaired. To repair these damaged lives as far as possible, and to
keep these children from becoming a permanent burden to society,
child-care services have been established in most urban centers, but
in less populous areas they are exceedingly limited or nonexistent.
As with other welfare services, there has been an actual retrogression
in these child-care services during the depression, although the need
has greatly increased. To stimulate the development of such services
in rural areas, where they are now almost totally nonexistent, a small
appropriation is proposed in this bill, to be allotted to the States for
payment of part of the expense of county and local child-welfare
services.

Federal aid is also given for hospitalization and aftercare of crippled
children. There are between 300,000 and 500,000 physically handi-
capped children in this country, a large percentage of them, the vic-
tims of infantile paralysis. Through surgical and therapeutic treat-
ment the physical condition of many of these children can be very
materially improved, particularly if this cure is provided early enough.
Eighteen States are now using public funds for this purpose and a
number of private agencies are doing most notable work in this field.
In proportion to the great need which exists, however, the provisions
for anpled children are still very limited. To stimulate an expansion
of such work the bill gives Federal aid to the States for this purpose.
Such aid is amply justified by the fact that it should operate to
reduce materially the number of dependents in future years.



THE S0CIAL SECURITY BILL 13

VOCATIONAL REHABILITATION

Closely related to the appropriation for crippled children is the
appropriation, also provided for in title V, for aid to the States for
vocational rehabilitation. 'This concerns adults rather than children,
but has a similar purpose of helping the physically handicapped to
become self-supporting rather than remaining a charge upon the

ublic. The Federal (giovemment has been giving aid to the States
or this purpose since 1926, but under laws of limited duration; more-
over, this aid was very much reduced 2 years ago. In this bill

ermanent authorization is made for Federal aid for vocational rehabil-
1tation, in recognition of the importance of such work in a permanent
program for economic security.

PUBLIC-HEALTH SERVICES

In title VI provision i3 made for greater participation by the Federal
Government in public-health services. It has long been recognized
that the Federal Government, as well as the State and local govern-
ments, has a responsibility for the preservation of the public health.
Considerable amounts have been appropriated for health services in
combating epidemics and in other emergencies and some aid has been

iven regularly during more than a decade for building up State and
ocal public-health services.

But there is still a great need for the expansion of public-health
services—a greatly increased need at this time due to the depression.
Only 528 of the more than 3,000 counties in the United States have
full-time health officers, and even in many of these counties the serv-
ice is inadequate in relation to the population and the existing prob-
lems. In the depression State and local public-health appropriations
have been reduced by approximately ‘20 percent, while the need for
such services has increased. For the first time in many years, the
death rates in urban communities showed a rising tendency, despite
the fact that this was a year free from serious epidemics in all parts of
the country.

Preservation of health is a prime necessity for economic independ-
ence, sickness being one of the major causes of dependency. The
logical point at which to begin coping with this serious economic
hazard is the prevention of sickness insofar as possible. To this end
it is very important that public-health services be extended and
strengthened and under existing conditions this can be done only
through increased Federal participation. The proposed Federal aid
is designed to permit the expansion of the existing work of the Publie
Health Service, and should not be confused with health insurance.
This program of public health service was strongly recommended by
%ersons representing the medical profession including Dr. Walter L.

ierring president American Medical Association, who testified before
the committee.
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APPROPRIATIONS AUTHORIZED

Aside from amounts authorized for administrative expenses
(amounting to a sum in the neighborhood of $3,500,000), appropria-
tions authorized under this act for grants to the States amount to
$91,491,000 for the fiscal year 1936.

TaBLe VII.—Appropriations authorized for granis-in-aid to the States (exclusive of
title I11) for the fiscal year ending June 30, 1936

Old-age assistance_ . ___ ..o oo aaos $49, 750, 000
Aid to dependent children._ ... _ oo ool 24, 750, 000
Maternal and child health. . o oo nieeeaeeaaa 3, 800, 000
Crippled children. .. e o oo oo el 2, 850, 000
Child welfare. . . . - v ec e cceecmcccccoce e ama—e—eenn 1, 500, 000
Vocational rehabilitation._ . - - .o oLl 841, 000
Public health. . o, oo e eececcemmeccac—ano 8, 000, 000

Total. v e o cee e c e cemecccccme—eeceem—cecmmammma 91, 491, 000

Nore.—In future years the first two items will increase in accordance with the
increasing cost of old-age assistance and aid to dependent children.

In addition to. these sums, there are authorized annual appropria-
tions to the old-age account, estimates for which are shown in table
IV of this report. There is also authorized an appropriation of
$4,000,000 for the fiscal year ending June 30, 1936, and $49,000,000
for each subsequent fiscal year to make the payments to States under
fitle II1 for the cost of ad’;n.inistering their unemployment insurance
aws.

TAXES

There are three taxes imposed in the bill:

(1) An income tax on wage-earners, beginning in the year 1937 at
a rate of 1 percent of wages, and increasing to 3 percent in 1949,
Large groups of wage earners are, for administrative reasons, excluded
from the operation of this tax, but more than one-half of the total
number of gainful workers are covered.

TasLs VIII.—Estimate of number of en{}zloyees covered under the tax provided in

title VIIT
[Based upon 1930 Census)
Total number of gainful workers. . . - oo ceoeecccea 48, 830, 000
Total number of owners, operators, self-employed (including the :
Professions) - oo oo e e anm e 12, 087, 000

Total of workers excluded because of occupation (farm labor,
domestics, teachers, and governmental and institutional workers). 9, 389, 000

Total number of worker. in eligible occupations. . aceceeaooo___ 27, 354, 000
Excluded:
Casuals. oo o e cmm——cm—————— 500, 000
OVer 65 oot ccccmcececm—m—————————— 1, 050, 000
— 1, 550, 000
Estimated coverage. - .o comecerececc e emm———ann 25, 804, 000

(2) An excise tax on employers, with certain exemptions, based on
wages paid. This tax, like the income tax imposed 1n this title, will
become oserative in 1937 at 1 percent of wages, increasing there-
after; and again, for administrative reasons, there are numerous
exemptions.
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Tarre 1X.—Revenue estimates (from tazes on employees and employers impcsed
by title VIII, sections 801 and 804)!

Fiscal year| poiirnated fis Fiscal year | popimated fis-
Combined rate of tax “cl:i&"d cal year re- || Combined rate of tax “fgig,"d cal year re-
Treasury celpts Treasury ceipts

2percent.. . ... .__.. 1937 $278, 800,000 || 4 percent. . .cocueeeenn 1944 $1, 185, 900, 000
2 percent.___ 1938 560, 200, 000 i 4 percent. 1045 1, 198, 900, 000
2 percent. 1939 565, 600, 000 || 5 percent 1946 1, 359, 400, 000
8 percent. 1940 714, 600, 000 || 5 percen 1047 1, 523, 300, 000
3 percent._ 1041 864, 800, 000 |t 5 percen 1948 1, 538, 900, 000
3 percent. _. 1942 873, 000,000 || 6 percent. 1949 1, 706, 300, 000
d4percent. ___________ 1943 1,028, 800,000 || 8 percent. ... _c.._. 1950 1,877, 200, 000

1 Each of the two taxes s estimated to produce one-half of the total receipts shown.

(3) An excise tax on employers who maintain comparatively large
establishments, levied in title IX and mentioned heretofore in this
report, in connection with the discussion of unemployment com-
pensation.

TasLe X.—Estimate of number of employees covered under the taz provided in

title I X
[Based upon 1930 Census}

Total number of gainful workers. __ . ... .. 48, 830, 000

Total number of owners, operators, self-employed (including the
professions) . - . . e 12, 087, 000

Total of workers excluded because of occupation (farm labor, domes-
tics, teachers, and governmental and institutional workers)__.__. 9, 389, 000
Total number of workers in eligible occupations__.________. 27, 354, 000

Estimated number of workers attached to establishments with nine
or less employees. ... . ___ .. e 5, 400, 000

Estimated number of workers attached to establishments of
10 and more employees (including unemployed) April 1930_ 21, 954, 000
Average 1936 (4 percent increase) - - .- .- oo e oeoooo_ 22, 858, 000

The actual number of employees covered by the tax would be considerably
smaller than 22,858,000 due to unemployment. All workers employed during a
part of the year, however, in establishments covered by the tax, would be covered
with respect to that employment.

TaBLE XI.—Revenue estimates (from tax on employers of 10 or more under title IX,
with no allowance for 90-percent credit)

Calendar year | Fiscal year Calendar year } Fiscal year
with respect | received | Estimated | Rateof | with respect received | Estimated | Rate of
to which tax into receipts tax to which tax into receipts tax
is levied Treasury 13 levied Treasury
Percent Percent
1937 $228, 000, 000 1 1941 $820, 000, 000 3
1938 501, 000, 000 2 1943 , 000, 3
1939 7886, 000, 000 3 1946 872, 000, 000 ]
1040 803, 000, 000 3 1951 9086, 000, 000 3

Norte.—The tax levied by title IX is subject to a credit of 90 percent of the amount of such tax for con-
tributions into State unemployment funds. Therefore the minimum amount of revenue each year from
this tax will be 10 percent of the abave amounts. What part of the above estimates, greater than 10 percent
of same, will be retained by the Treasury is prohlematical, being dependent on the number of States enact-
{ng unemployment insurance laws, and the rates and coverage thereof.
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Practically no objections have been made to the imposition of the
taxes levied in this bill. What objections have been offered overlook
the fact that the initial rates are very low. The only tax in the year
1936 (which is not payable until 1937) is the l-percent excise tax on
employers of 10 or more employees against which a credit is allowed
for payments made under State unemployment compensation laws.
In 1937 the other taxes will also come into operation, but only at the
rate of 1 percent upon employers.

Excise taxes measured by pay roll will normally be added to prices.
But again, the effects are often exaggerated. The direct labor cost
of all manufactured commodities represents on the average about
21 percent of the value of the product. Taxes of 1, 2, and 3 percent,
amf even the ultimate 6 percent (not reached until 1949) will, thus,
increase the selling price not by these percentages, but by much less
than these figures.

Taxes on pay rolls and wages are imposed in all unemployment-
compensation systems the world over. Taxes on pay rolls for this

urpose are justified because unemployment compensation is a
egitimate part of the costs of production, as has long been recognized
in the case of workmen’s ‘compensation for industrial accidents (the
costs of which are, likewise, always computed on a pay-roll basis).
Unemployment compensation belongs in the same category with wages,
and it is no more than right that the consumers should bear this cost,
as is the case with all other costs of production.

In this connection it must not be forgotten that employers and con-
sumers must ultimately foot a large part of the bill for the relief of
destitution. Federal, %tate, and local taxes and public indebtedness
have been greatly increased by the tremendous problem of relief.
This program will necessarily reduce this great load for public taxes
now required for relief purposes. If the measures we propose will
reduce dependency, as we expect, the burden upon employers and
consumers may well be smaller than it is at present.

CONCLUSION

The proposals in this bill are forward looking. This bill is not to
be considered a cure-all, nor a complete measure for economic security.
It will doubtless have to be supplemented in the course of time, as
has been the history of all other major new legislation. But it makes
a8 beginning toward economic security which has been long overdue.

This beginning is made along lines which are in accord with our
American 1nstitutions and traditions. It is not class legislation, but
a measure which will benefit the entire public. While humanely
providing for those in distress, it does not proceed upon the destruc-
tive theory that the citizens should look to the Government for every-
thing. On the contrary, it seeks to reduce dependency and to en-
courage thrift and self-support.

From the governmental point of view this bill contemplates a
united attack upon economic insecurity by the Federal and State
Governments. It does not vest dictatorial powers in any Federal
officials. : ,

Of all major countries the United States is the last to give serious
consideration to a comprehensive system of social insurance and re-
lated measures for economic security. The experience of this country
in the trying years of the depression has amply demonstrated the
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need for makinﬁ a sound beginning in the development of such a
program. As the President recommended, this bill should by all
means be enacted into law at this session.

PArT I1I. EXPLANATION OF THE BILL

TITLE I. GRANTS TO STATES FOR OLD-AGE ASSISTANCE

This title provides for Federal grants-in-aid to States, for the pag-
ment of old-age assistance to persons over 65. The grants are to be
made on an equal matching (50-50) basis, except that in the case of
no individual will the Federal Government’s share exceed $15 per

month.
APPROPRIATION

Section 1: $49,750,000 is authorized to be appropriated for the
fiscal year 1936, and for each fiscal year thereafter sums sufficient to
carry out the purposes of this title. The money is to be paid to
States whose oqd-age assistance plans have been approved by the
Social Security Board, as complying with the requirements of section 2.

STATE OLD-AGE ASSISTANCE PLANS

Section 2: To be ap;t))roved, a State plan must meet certain require-
ments laid down in subsection (a), and must be sufficiently liberal in
its eligibility requirements, in accordance with subsection (b).

(a): Requirements which must be met by the State law:

(1), (2), (3): The plan must be State-wide in operation. If, asis
the case at present in several States, it is to be administered by the
counties, it must not be optional with each county whether or not it
will give old-age assistance, but rather must be mandatory upon all
the counties. Whether the administration is in the hands of the
counties or not, there must be some direct financial participation by
the State itself, and some one State agency (whether already existing
or newly established) must be charged with final administrative re-
sponsibility. This agency does not necessarily have to confine itself
to old-age assistance; it may have other functions.

(4): An individual who is denied old-age assistance (for instance,
bg' a county board) must be given the right to a fair hearing before
the State agency. This does not affect the right of further appeal to
the courts.

(5) and (6): The methods of administration of the State plan, inso-
far as they are found by the Social Security Board to be essential to
the plan’s efficient operation, must be approved by the Board, and
reports must be made to the Board; but the State will not be impeded
in the exercise of its full discretion 1n the matters of the selection, the
tenure of office, and the compensation of State and local personnel.

(7): If the State, using Federal money granted to it under this
title, pays pensions to aged persons, and later (for example, because
those persons had been defrauding the State) collects back from their
estates some or all of the money so paid, the State must pay one-half
the amount thus collected to the Federal Government. In other
words the State must, roughly, reimburse the Federal Government for
the amount of its share thus collected by the State.

H. Rept. 615, 74-1——3
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(b): Liberality of certain eligibility requirements:

(1): A person shall not be denied assistance on the ground that he
is not old enough to be eligible for it, if in fact he has reached the age
of 65 years. Until 1940, however, a State may set the age limit as
high as 70 years.

(2): A person shall not be denied assistance on the ground that he
has not been a resident long enough, if in fact he has lived in the State
for 1 year immediately preceding his application, and for any 5 years
out og the 9 years immediately preceding his application. Thus, if the
plan is administered by counties, it may impose requirements as to
county residence; but no county residence requirement may result
in denying assistance to an otherwise qualified person who has resided
in the State for the periods just mentioned. Even if the county
residence requirements are stricter than those allowed under this
section, such a person must be entitled to assistance under the plan,
presumably directly from the State. (No State is required to give
assistance to nonresidents of the State.)

(3): A person shall not be denied assistance on the ground that he
has not been a United States citizen for a number of years, if in fact,
when he receives assistance, he is a United States citizen. This means
that a State may, if it wishes, assist only those who are citizens, but
must not insist on their having been born citizens or on their having
been naturalized citizens for a specified period of time.

The limitations of subsection (b) do not prevent the State from
imposing other eligibility requirements (as to means, moral character,
etc.) if they wish to do so. Nor do fthe limitations of subsection (b)
mean that the States must adopt eligibility requirements just as strict
as those enumerated. The States can be more lenient on all these
points, if they wish to be so.

PAYMENT TO STATES

Section 3: The Federal Government will match what the States
put up for old-age assistance, by paying quarterly to each State
one-half of the total amount paid as assistance to people in the State
who are at least 65 years old and who are not inmates of public
institutions. (If the State wishes to pay pensions with respect to aged
people over 65 in private institutions, tﬁe Federal Government will
match those payments; but it will not match payments to persons less
than 65, or to persons in public institutions.) Federal payments
with respect to any person, however, will not be more than $15 per
month. If the State gives a pension of $20 the Federal Government
will pay half of it; of $30, the Federal Government will pay half of it;
of $40, the Federal Government will match only the first $15 put u
by the State, so that the Federal share will be $15 and the State wi
put up the other $25. Federal payments shall be made on a pre-
%ayment basis, on the strength of estimates by the State and the

oard, with later adjustments if the actual expenditures differ from
the estimates. The Federal Government will also help the States to
meet administrative costs, paying therefor an additional amount
f&(ﬁml to 5 percent of the regular quarterly payment to the State.

these ﬁ&yments, and all other payments under this bill, are to be
made without a prior audit by the General Accounting 6fﬁce; but
there will be a postaudit. It is understood by the committee that, in
the case of grants to States, the General Accounting Office, in making
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this audit, will seek to ascertain only (in the absence of fraud) whether
the certifications were based on the findings which the Board is
required to make prior to certifying, and whether payments were
made in accordance with the certifications. It is not the practice to
question the findings.

OPERATION OF STATE PLANS

Section 4: A State with an approved plan will not receive payments
if thia Board finds that the State is not substantially complying with
its plan.

ADMINISTRATION

Section 5: $250,000 is authorized to be appropriated for the fiscal
year 1936 to meet the administrative expenses of the Board under
this title. There is no limit on appropriations for future years.

DEFINITION

Section 6: Old-age assistance is confined to payments in cash,

TITLE II. FEDERAL OLD-AGE BENEFITS

This title provides for the payment of cash benefits to every indi-
vidual who has attained the age of 65 and has fulfilled certain qualifi-
cations. These benefits will be paid to him monthly as long as he
lives in an amount proportionate to the total amount of wages
received by him for employment before he attained the age of 65.

OLD-AGE RESERVE ACCOUNT

Section 201: For the purpose of building up a reserve sufficient
to supply the funds necessary to pay the benefits provided for in this
title as such payments accrue, there is created in the Treasury of the
United States an ‘“‘old-age reserve account”, to which an annual
appropriation, beginning with the fiscal year ending June 30, 1937,
is authorized. The amounts of such appropriations will vary from
year to year, but the amount appropriated for any year shall be that
amount determined (in accordance with accepted actuarial principles,
and on the basis of such mortality tables as the Secretary of the
Treasury shall from time to time adopt, and of an interest rate of
3 percent per annum compounded annually), to be sufficient as the
premium necessary for such year to build up the required reserve.

It shall be the duty of the Secretary of the Treasury to invest such
portion of the amounts credited to the account as is not, in his judg-
ment, required to meet current payments. Such investments shall
be made in interest-bearing obligations of the United States or in
any obligations guaranteed as to both principal and interest by the
United States. '

All amounts credited to the account shall be available for making
payment of the benefits provided for in this title.

OLD-AGE BENEFIT PAYMENTS

Section 202: Every qualified individual (as defined in sec. 210) shall
be entitled to receive, with respect to the period beginning on the date
he attains the age of 65, or on January 1, 1942, whichever is later, and
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ending on the date of his death, an old-age benefit. Payments of
such benefits shall be made as nearly as possible at monthly intervals,
but not necessarily on the first of each month. The rate of the pay-
ments will vary from $10 a month to $85 a month, depending upon
the total amount of wages earned by the recipient after December 31,
1936, and before he attains the age of 65. . .

If, during the course of payments to any recipient, it is found that
he has been overpaid or underpaid, adjustment shall be made in con-
tion with subsequent payments.

PAYMENTS UPON DEATH

Section 203: If any individual dies before receiving any payment of
a benefit, there shall be paid to his estate 3} percent of the total wages
earned by him after December 31, 1936, and before he attains the

e of 65. .
a.ng any recipient dies before the total of the payments of benefits
to him has equaled 3} percent of the total wages earned by him after
December 31, 1936, and before he attains the age of 65, the remainder
shall be paid to his estate.

If any recipient has, through error or otherwise, been underpaid
and has died before adjustment has been made, the amount of the
underpayment shall be paid to his estate.

PAYMENTS TO AGED INDIVIDUALS NOT QUALIFIED FOR BENEFITS

Section 204: If any individual, upon attaining the age of 65, is not
qualified to receive benefits, an amount equal to 3% percent of the
wages earned by him after December 31, 1936, and before he attains
the age of 65, shall be paid to him (or, if he has died before receiving
such payments, to his estate).

AMOUNTS OF $500 OR LESS PAYABLE TO ESTATES

Section 205: If the amount payable to an estate under section 203
or 204 is $500 or less, the Social Security Board may pay it directly
to the persons it determines to be entitled thereto under the law of
the State in which the deceased was domiciled.

OVERPAYMENTS DURING LIFE

Section 206: If any recipient, through error or otherwise, has
received benefit payments in excess of the amount to which he is
entitled, and dies before such overpayments have been adjusted,
there shall be repaid to the United States by his estate the amount of
such overpayments; except that if the amount to which he was
entitled was less than 3% percent of the total wages earned by him -
after Decembe. 31, 1936, and before he attained the age of 65, the
amount of the repayment shall be merely tbe difference between the
amount received by him and such 3% percent.

METHOD OF MAKING PAYMENTS

Section 207: The Social Security Board shall from time to time
(presumably monthly) certify to the Secretary of the Treasury the
name and address of every individual entitled to receive payment
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under this title, the amount of such payment, and the time at which
it should be made, and the Secretary of the Treasury shall make
payment in accordance with such certification.

ASSIGNMBENT

Section 208: The right of any individual to receive any payment
under this title shall not be transferable or assigned, and none of
the moneys paid or payable or rights existing under this title shall be
subject to execution, levy, attachment, garnishment, or other legal
process, or to the operation of any bankruptcy or insolvency law.

PENALTIES

Section 209: Whoever, in any application for any payment under
this title, makes any false statement as to any materi:H act, knowing
such statement to be false shall be fined not more than $1,000 or
imprisoned for not more than 1 year, or both.

DEFINITIONS

Section 210 (a): This subsection defines ‘‘ wages.” Wages include
not only the cash payments made to the employee for work done,
but also compensation for services in any other form, such as room
board, ete. The term *‘wages’ does not necessarily apply to the total
remuneration received from the employer by the employee; the term -
includes only the first $3,000 of wages received by an employee from
his employer with respect to employment during the calendar year.
The following example will illustrate how the rule applies: Employer
A pays employee B a salary of $500 a month beginning with the cal-
engar year 1937, At the end of the sixth month B has received from
his employer $3,000. The balance of his salary for 1937 is not included
as part of the wages. However, this is only the case. where the
employee continues In the employment of the same employer through-
out the year. If the employee leaves the service of employer A on
June 30, 1937, and enters the service of employer C on that date and
continues with employer C at the same sal throughout the re-
mainder of the year, the remuneration received by employee B during
the remaining portion of the calendar year 1937 will be included in
his wages.

Section 210 (b): This subsection defines the term ‘‘employment”
as any service of whatever nature performed within the United States
by an employee for his employer. It should be noted in this connec-
tion that section 1001 (a) (6) includes in the definition of “employee”’
an officer of a corporation. Services performed by aliens, whether
resident or nonresident, within the United States are included; but
services performed outside the United States, whether by a citizen
or an alien, are not included. The term ‘United States” is defined
in section 1001 (a) (2) to include the States, Alaska, Hawaii, and the
District of Columbia. The following services are excluded even
though performed within the United States: (1) Agricultural labor;
(2) (ﬁ)mestic service in a private home; (3) casual labor not in the
course of the employer’s trade or business. This would not exclude
casusal labor performed in the course of an employer’s trade or busi-
ness. For instance, if a department store employed emergency help
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during the rush season in connection with its trade or business, the
services performed by such help would not be excluded under this
title. (4) Services performed by an officer or a member of a crew
on 8 vessel documented under the laws of the United States or of
any foreign country are also excluded. The administrative difficulty
of following the wages of officers and seamen of crews was regarded
as almost insurmountable. For instance, unless this exclusion were
made, it would be necessary to keep track of the wages of Chinese
coolies working on American ships.

Services performed by Federa,li) and State or political subdivision
emé)loyees are also excluded. . . L

ervices performed in the employ of religious, charitable, scientific,
literary, or educational institutions, no part of the net earnings of
which inures to the benefit of any private shareholder or individual,
are also excluded. For the purpose of determining whether services
for such an organization are excluded, the use to which the income is
applied is the ultimate test of the exclusion rather than the source
from which the income is derived. For instance, if a church owns an
apartment building from which it derives income which is devoted
to religious, charitable, educational, or scientific purposes, services
for it are still excluded. The or anizations, services for which will
be excluded, are churches, schools, colleges, and other educational
institutions not operated for private profit, the Y. M. C. A,, the
Y. W.C. A, the Y. M. H. A, the Salvation Army, and other organi-
zations which are exempt from income tax under section 101 (6) of
the Revenue Act of 1932.

Section 210 (c): The term ‘‘qualified individual” is defined to
mean an individual who is at least 65 years of age, and who has
received in wages for employment after December 31, 1936, and
before he attained the age of 65, not less than $2,000, some part of
which employment was performed in each of at least 5 different cal-
endar years.

TITLE III. GRANTS TO STATES FOR UNEMPLOYMENT COMPENSATION
ADMINISTRATION

This title provides for Federal grants-in-aid to States, for meeting
the administrative costs of their unemployment compensation sys-
tems. The money is not to be used for compensation itself, but only
for expenses of administration. There is no requirement of match-
ing by the States. :

APPROPRIATION

Section 301: $4,000,000 is authorized to be appropriated for the
fiscal year 1936, and $49,000,000 for each year thereafter, to be
granted to the States for meeting the proper administrative costs of
the State unemployment compensation laws, '

PAYMENTS TO STATES

Section 302: Payments shall be made from time to time to each
State with an unemployment compensation plan which is found by
the Board to comply with this titﬁa, in amounts determined by the
Board to be necessary for the proper administration of the State law.
In deciding how much to pay to a State, the Board shall take into
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account the population of the State, and the estimated number of
persons covered by the State law, as well as other relevant factors.

PROVISIONS OF STATE LAWS

Section 303 (a): The State will receive aid under this title only
if its law was approved by the Board under title IX, and only if, in
addition to the provisions necessary for it to obtain such approvaf, it
also includes provision for administrative methods, other than those
relating to personnel, approved by the Board as reasonably calculated
to insure full payment of compensation when due; opportunity for
a fair hearin 11()>r persons deniec{)?:ompensation; the making of reports
to the Board; and cooperation with any Federal agency concerned
with public employment which seeks to obtain information, relating
to employment, about persons who are receiving compensation or
whokhave finished their period of compensation and are available for
work,

(b): A State will not receive grants under this title if the Board
finds that it is not substantially complying with its law. ‘

TITLE IV. GRANTS TO S8TATES FOR AID TO DEPENDENT CHILDREN

This title provides for Federal grants-in-aid to States, for carryin
out State plans for aid to dependent children, often inaccurately calle
“mothers’ pension’’ laws. The grants are to be made on a one-third
matching basis, the Federal Government putting up $1 for every $2
provided by the State, except that in no case will the Federal Govern-
ment’s share, with respect to any single dependent child, exceed $6 per
month, or, with respect to any other epengent child in the same home,
exceed $4 per month.

APPROPRIATION

Section 401: $24,750,000 is authorized to be appropriated for the
fiscal year 1936, and for each fiscal year thereafter sums sufficient to
carry out the purposes of this title. The money is to be paid to
States whose plans for aid to dependent children have been approved
by the Social Security Board, as complying with the requirements of
section 402,

STATE PLANS FOR AID TO DEPENDENT CHILDREN

Section 402: To be approved, a State plan must meet certain re-
uirements laid down in subsectipn (a), and must have a sufficiently
Iiberal residence requirement, in accordance with subsection (b).

(a) Requirements which must be met by the State law:

(1), (2), (3): The plan must be State-wide in operation. 1If, as is the
case at present in several States, it is to be administered by the coun-
ties, it must not be optional with each county whether or not it will
give aid to dependent children, but rather must be mandatory upon
all the counties. Whether the administration is in the hands of the
counties or not, there must be some direct financial participation by
the State itself, and some one State agency (whether already existing,
or newly established) must be charged with final administrative re-
sponsibility. This agency does not necessarily have to confine itself
to aid to dependent children; it may have other functions.
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(4): An individual whose claim for aid is denied (for instance by a
county board) must be given the ﬁiht to a fair hearing before the
State agency. This does not affect the right of further appeal to the
courts.

(5) and (6): The methods of administration of the State plan
insofar as they are found by the Social Security Board to be essential
to the plan’s efficient operation, must be approved by the Board,
and reports must be made to the Board; but the State will not be
impeded in the exercise of its full discretion in the matters of the
selection, the tenure of office, and the compensation of State and
local personnel.

(b) Liberality of residence requirement: No residence requirement
shall be imposed which results in the denial of aid with respect to an
otherwise eligible child, if the child was born in the State within the
year, or has resided in the State for at least a year immediately pre-
ceding the application for aid. The State may be more lenient than
this, 1f it wishes. It may, furthermore, impose such other eligibility
requirements—as to means, moral character, etc.—as it sees fit. No
State is required to give aid to nonresidents.

PAYMENT TO S8TATES

Section 403: Payments to the States are to be made quarterly, in a
method similar to that described in connection with section 3, except
that under this title the Federal Government will bear only one-third
of the total cost instead of one-half. Furthermore, the money paid
by the Federal Government will be used to carry out the purposes of
the State plan without any distinction being drawn between the actual
payments of aid and the administrative costs of the State plan. The
amount of the Federal share, with respect to any dependent child,
shall not exceed $6 if 1 dependent child is in the home, and shall not
exceed $6 for 1 dependent child, and $4 for each other dependent
child if there is more than 1 dependent child in the home. Thus,
the Federal Government will pay one-third of & monthly payment of
$18 for one child. If the State wishes to have such child receive more
than $18 per month, the State will have to pay the excess.

OPERATION OF BTATE PLANS

Section 404: A State with an approved plan will not receive pay-
ments if the Board finds that the State is not substantially complying
with its plan.

ADMINISTRATION

Section 405: $250,000 is authorized to be appropriated for the
ﬁspal year 1936 for the administrative expenses of the Board under
this title. Therse is no limit on appropriations for future years,

DEFINITIONS

Section 406: ‘“Dependent child” is confined to children less than 16
years old, living with a near relative in a residence (house, room, or
other place of abode) maintained by such relative as his own home.
“Aid to dependent children®’ is congned to payments in cash,
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TITLE V. GRANTS TO STATES FOR MATERNAL AND CHILD WELFARE
Part 1. Maternal and Child-Health Services

This part provides for Federal grants-in-aid to States, to help them
extend and improve their services for promoting the health of mothers
and children. Some of the available money is to be allotted equally
among the States, some on the basis of the number of live births in
each State, some on the basis of need. All the money except that
allotted on the basis of need is to be granted on an equal matching
(50-50) basis.

APPROPRIATION

Section 501: $3,800,000 is authorized to be appropriated for the
fiscal year 1936, and for each fiscal year thereafter.

ALLOTMENTS TO STATES

Section 502 (a): $20,000 is to be allotted by the Secretary of Labor
to each State, and $1,800,000 is to be divided among all the States, on
the basis of the number of live births in each State in proportion to the
total number of live births in the United States.

(b): The remaining $980,000 shall be allotted by the Secretary of
Labor according to the financial need of each State for assistance in
carrying out the State plan. In making this allotment, and in deter-
mining such need, the Secretary of Labor shall take into consideration
the number of live births in the State.

(c): An allotment made under subsection (a) shall be available for
payment to the State for 2 fiscal years after the fiscal year for which
the allotment is made.

APPROVAL OF BTATE PLANS

Section 503 (a): Requirements which must be met:

(1) and (2): The State J)lan must provide for direct financial partici-
gatlon by the State; and the State health agency, whatever State

epartment is charged with the responsibility for health conditions
and public-health work, must be charged with final administrative
responsibility.

3): The methods of administration of the State plan, insofar as
they are found by the Chief of the Children’s Bureau to be essential
to the plan’s efficient operation, must be approved by the Chief of the
Children’s Bureau; but the State will not be impeded in the exercise
of its full discretion in the matters of selection, the tenure of office,
and the compensation of State and local personnel.

(4): Reports are to be made to the Secretary of Labor.

(6), (6), and (7): The State plan must also provide for the exten-
sion and improvement of locaf services; cooperation with medical,
nursing, and welfare organizations; demonstration services in areas
whick lack financial resources and among groups in need of such
special services.

(b) Approval of State plan: The Chief of the Children’s Bureau is
charged with passing on the State plan, and if it is approved the
Se(gggz’ry of Labor and the State health agency concerned are to be
no
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PAYMENT TO STATES

Section 504 (a) and (b): From the allotments made under section

502 (a) payments will be made to the States on an equal-matching

50-50) basis, on the strength of estimates made by the State and the
ecretary of Labor.

(c): From the allotments made from the $980,000 available under
section 502 (b) payments shall be made in accordance with certifica-
tions by the Secretary of Labor in amounts and at times specified by
the Secretary of Labor. These payments need not be matched. In
meeting the matching requirements under subsections (a) and (b)
of this section money paid to a State under subsection (¢) out of the
$980,000 will be considered part of the State’s money.

OPERATION OF STATE PLANS

Section 505: A State with an approved plan will not receive pay-
ments if the Secretary of Labor finds that the State is not substantially
complying with its plan.

Part 2. Services for Crippled Children

This part provides for Federal grants-in-aid to States to help them
extend and improve their services for discovering crippled children
and for providing such children with medical, surgical, corrective, an
other services and care in connection with their physical disability.
Some of the available money is to be allotted equally among the States,
and some on the basis of need. All of the money is to be granted on
an equal-matching (50-50) basis.

APPROPRIATION

Section 511: $2,850,000 is authorized to be appropriated for the
fiscal year 1936, and for each fiscal year thereafter.

ALLOTMENTS TO STATES

Section 512 (a): $20,000is to be allotted by the Secretary of Labor
to each State, and the remaining amount available is to be divided
among all the States on the basis of need, as determined by the
Secretary of Labor after taking into consideration the number of
(t:flxppled children in the State, and the cost of furnishing services to

em.

(b): An allotment made under this section shall be available for
payment to the State for 2 fiscal years after the fiscal year for which
the allotment is made.

APPROVAL OF STATE PLANS

Section 513 (a): Requirements which must be met:

(1), (2), (3), and (4): A State plan must include provisions relating
to financial participation, administration, methods of administration
approved b{ the Chief of the Children’s Bureau, and reports to the
Secretary of Labor, these requirements being similar to those under
section 503, except that here the bill does not mention any particular
State agency.
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(5): A State plan must provide for carrying out the purposes of part
2, mentioned a%ove. .

(6): The State plan must provide for cooperation with medical,
health, nursing an(f welfare, groups, and also with any agency in the
State which is charged with administering the State law providing
for vocational rehabilitation of physically handicapped children.

(b): The Chief of the Children’s Bureau is charged with passin
on the State plan, and if it is approved, the Secretary of Labor an
the State agency concerned are to be notified.

PAYMENT TO STATES

Section 514: From the allotments made under section 512, pay-
ments will be made to the States on an equal-matching (50-50) basis
on l:;he strength of estimates made by the State and the Secretary of
Labor.

OPERATION OF STATE PLAN

Section 515: A State with an approved plan will not receive pay-
ments if the Secretary of Labor finds that the State is not substantially
complying with its plan.

Part 3. Child-Welfare Services

Section 521: This section, which constitutes part 3 of this title
authorizes the sum of $1,500,000 to be appropriated for each fiscal
year, to enable the United States, through the Children’s Bureau, to
cooperate with State public-welfare agencies in the work of establish-
ing and extending public welfare services for the protection and care
of dependent, homeless, and neglscted children, and children in danger
of becoming delinquent. The services with which the Children’s
Bureau is thus authorized to cooperate are limited to those carried on
in rural areas. From the money made available under this section,
$10,000 is to be allotted to each State, and the rest to be divided
among the States in the proportion which the rural population bears
to the total rural population of the United States. An allotment to a
State shall be available for payment to the State for 2 fiscal years after
the fiscal year for which the allotment is made.

Part 4. Vocational Rehabilitation

Section 531: This section, which constitutes part 4 of this title, has
the effect of increasing the present authorization for grants to States
for vocational rehabihitation of the physically disabled, under the act
of June 2, 1920, as amended (U. S. C,, title 29, ch. 4; U.S. C., Supp.
VII, title 29, secs. 31, 32, 34, 35, 37, 39, and 40).

(a): For the fiscal years 1936 and 1937, the present authorization
of $1,097,000 is increased by $841,000, and there is an authorization
for each fiscal year thereafter of a similar total sum, namely $1,938,000.
These sums are to be apportioned among the States and Hawaii in
accordance with existing law. It should be noted that under the exist-
ing law, grants are not made to Alaska or to the District of Columbia,

(b): The Federal agency authorized by existing law likewise is
given an increased authorization for 1936 and 1937. For 1936 and
1937 the gresent authorization of $80,000 is increased by $22,000 and
for each fiscal year thereafter the total amount, namely, $102,000 is
authorized.
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Part 5. Administration

Section 541: $425,000 is authorized for the year 1936, for the ex-
penses of the Children’s Bureau in adm'mist,enng parts 1, 2, and 3 of
this title; and the Children’s Bureau is authorized to make studies and
investigations relative to the efficient administration of those parts.
There 1s no limit on appropriations for future years. The Secretary
of Labor is directed to include a full account of the administration of
parts 1, 2, and 3 in his annual report to Congress.

TITLE VI. PUBLIC HEALTH WORK

This title provides for Federal grants-in-aid to States to assist them
and their political subdivisions in establishing and maintaining ade-
quate public-health services, and also provides for the investigation
of disease and problems of sanitation by the Public Health Service.

APPROPRIATION

Section 601: There is authorized an annual appropriation of
$8,000,000 to be allotted as provided in section 602.

S8TATE AND LOCAL PUBLIC HEALTH BERVICES

Section 602: The Surgeon General of the Public Health Service,
with the approval of the Secretary of the Treasury, shall, at the
beginning of each fiscal year, allot to the States the amount appro-

riated for such year pursuant to section 601, together with any
alances of any allotments for the preceding fiscal year remaining
unpaid at the end of such year. The amounts of such allotments
shall be determined on the basis of (1) the population; (2) the special
health problems; and (3) the financial need; of the respective States.

Quarterly payments shall be made to each State from the sum
allotted to it In amounts to be determined by the Surgeon General in
accordance with rules and regulations prescribed by him after con-
sultation with a conference of the State and territorial health
authorities.

Such payments shall be made by the Division of Disbursement of
the Treasury Department. The moneys so paid to a State must be
expended in carrying out the purposes specified in section 601, and
in accordance with plans presented by the health authorities of the
State and approved by the Surgeon General.

Any money allotted to a State for a fiscal year and not paid to such
State in that year remains available for alfotment to States in the
succeeding fiscal year, in addition to the amount appropriated for that
purpose for that year.

INVESTIGATIONS AND ADMINISTRATION

Section 603: There is authorized an appropriation of $2,000,000 for
each fiscal year for expenditure by the Public Health Service in
investigating disease and problems of sanitation, and in cooperating
with the health authorities of the States. It is provided that the
personnel of the Public Health Service shall be detailed to cooperate
with the heaith authorities of a State only upon the request of the
State for such cooperation.
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TITLE VII. 80CIAL SECURITY BOARD

ESTABLISHMENT

Section 701: This section establishes the Social Security Board as
a wholly independent Bureau in the executive branch of the Govern-
ment. The Board is to be composed of three members who are to
be appointed by the President, by and with the advice and consent
of the Senate. Each member’s salary is to be $10,000 a year and the
terms of office shall be 6 years, except that for the first 3 members
appointed, 1 will hold office for 2 years, 1 for 4 years, and 1 for 6
years. The President is to designate one of the members as chairman
of the Board.

DUTIES OF SOCIAL SECURITY BOARD

Section 702: The Board’s duties shall include those imposed upon
it by this act (under titles I, II, III, IV, and IX), and the Board is
also to study and make recommendations concerning the possibility
of furthering economic security through social insurance, and as to
legislation and matters of administrative policy concerning social
insurance, and various other subjects relating to the present bill.

EXPENSES Ur THE BOARD

Section 703: The Board is authorized to appoint employees and
fix their compensation, subject to the civil-service laws and Classifica-
tion Act, and to make necessary expenditures.

REPORTS

Section 704: The Board is to make a regular annual report to
Congress.

TITLE VIII. TAXES WITH RESPECT TO EMPLOYMENT

This title levies two taxes. The first is an income tax on employees
and the second an excise tax on employers.

INCOME TAX ON EMPLOYEES

Section 801: This section imposes a tax upon the income of every
individual measured by the wages received by him with respect to
employment after December 31, 1936. The tax does not apply to all
wages but only applies to wages as defined in section 811 of the bill.
Likewise section 811 restricts the application of the tax to employ-
ment as therein defined. The rates of tax are as follows:

Percens
For the calendar years 1937, 1938, and 1939_ oo cmcaaecee_ 1
For the calendar years 1940, 1941, and 1942 __ . oo __ 1%
For the calendar years 1943, 1944, and 1945 .. e 2
For the calendar years 1946, 1947, and 1948 . o ocooeeeceaeoo = 2%
For the calendar year 1949 and subsequent calendar years. .. ccceacacoen.. 3

DEDUCTION OF TAX FROM WAGES

Section 802 (a): This subsection requires the employees’ tax to be
collected at the source by requiring t%xe employer to deduct the tax
from the employee’s wages at the time they are paid. To insure
collection of the tax, the employer is made personally liable for it.
His liability attaches to the correct amount of tax which he is re-
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quired to deduct from the employee’s wages, regardless of the amount
actually deducted. To protect the employer, he is indemnified
against any claims and demands with respect to that part of the
wages of the employee which he withheld, up to the correct amount
Witi.held and paid to the United States.

Section 802 (b): In case the tax is underpaid or overpaid, adjust-
ments are permitted to be made in connection with subsequent wage
payments made by the emﬁ)loyer to the employee. For instance, if
the employee receives a salary of $100 per month for the calendar
year 1937 and the employer by a mistake deducts 80 cents instead of
$1, assuming this to be the correct amount of the tax, the tax to be
deducted from the next wage payment of the employee will be $1.20
instead of $1. On the other hand, if the employer deducts from the
first wage payment in the same example $1.20 instead of $1 the tax
to be deducted from the next wage payment will be 80 cents instead
of $1. Such adjustments are to be made in accordance with regula-
tions to be prescribed under this title.

DEDUCTIBILITY FROM INCOME TAX

Section 803: Under section 23 (c) of the Revenue Act of 1934
Federal income taxes are not allowed as a deduction in computing the
income tax imposed by that act. Since the tax on employees is a
Federal income tax, this section makes it clear that such a tax is not
deductible in computing the income tax imposed by the Revenue Act
of 1934 or in computing a corresponding income tax imposed under
any subsequent revenue act.

EXCISE TAX ON EMPLOYERS

Section 804: This section imposes an excise tax upon every em-
ployer for the privilege of having individuals in his employ. The tax
18 measured by the wages paid to emp'oyees after December 31, 1936,
with respect to employment after that date. As in the case of the
tax on employees, the rate of tax on employers is as follows:

Percent
For the calendar years 1937, 1938, and 1939___ . _______________.________ 1
For the calendar years 1940, 1941, and 1942 ___________________________ 14
For the calendar years 1943, 1944, and 1945______________________._.___ 2
For the calendar years 1946, 1947, and 1948 .. __ . _______.__ 24
For the calendar year 1949 and subsequent calendar years..______________ 3

Like the tax on employees under section 801, this tax does not
apply to all wages or employments but only to those defined as such
in section 811.

ADJUSTMENTS IN CASE OF MISTAKE BY EMPLOYER

Section 805: This section permits the employer to correct errors in
the tax reported in connection with any wage payment made to his
employees by making proper adjustments in connection with subse-
quent wage payments. It is similar in principle to section 802 (b)
and the adjustments are to be made under regulations to be prescribed
under this title.

REFUNDS AND DEFICIENCIES

Section 806: This section relates to the tax imposed with respect
to both employers and employees. If any part of the employer’s
or employee’s tax is underpaid or overpaid and the error cannot
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be adjusted in connection with subsequent payments, the under-
Fayment is to be collected or the overpayment refunded under regu-
ations prescribed under this title. Situations of this character will
usually arise when an employee leaves the service of the employer
so that it is impossible to make adjustments in subsequent wage

payments.
COLLECTION AND PAYMENT OF TAXES

Section 807 (a): This subsection requires the tax due from em-
loyers and employees to be .collected by the Bureau of Internal
evenue and to be deposited in the Treasury as internal-revenue
collections.

Section 807 (b): This subsection gives the Commissioner of Internal
Revenue, with the approval of the Secretary of the Treasury, authority
to collect the taxes imposed with respectr{oth to employers and em-
ployees by stamps, coupons, tickets, books, or other devices, or by
requiring the making and filing of returns. The administrative
provisions relating to the tax on pistols and revolvers imposed by
section 600 of the Revenue Act of 1926, as well as the provisions
relating to the stamp taxes imposed by section 800 of that act,
are also applicable to the taxes provided under this title with respect
to both employers and employees. The administrative provisions
are, therefore, not confined to those contained in sections 600 and
800 of the Revenue Act of 1926, but embrace all administrative
grovisions not otherwise inconsistent, applicable to the taxes imposed

y such sections. For instance, the periods of limitation upon assess-
ment and collection set forth under section 1109 of the Revenue
Act of 1926, as amended, also apply to the taxes levied under this
title. Likewise the periods of himitation upon refunds and credits
prescribed in section 3228 of the Revised Statutes will apply to the
taxes under this title. If the tax or any part thereof is not paid
when due, the unpaid portion will bear interest at the rate of 1

ercent per month from the time the tax became due until paid.

he Board of Tax Appeals has no jurisdiction over these taxes.
If they are not paid when due, they may be collected by distraint
as provided in section 3187 of the Revised Statutes, leaving the
taxpayer to his remedy by way of claim and suit for refund. In
order that the employer, who collects and withholds the tax due from
the employee, may be treated as a trustee or proceeded against by
distraint, the provisions of section 607 of the Revenue Act of 1934 are
also made to ap%ly to this title. Section 607 of the Revenue Act of
1934 impresses the amount of taxes withheld or collected with a trust
and makes applicable for the enforcement of the Government’s
claim the administrative provisions for assessing and collecting taxes.

For administrative reasons, a fractional part of a cent is disregarded
unless it amounts to one-half cent or more, in which event it is treated
as 1 cent. This corresponds to a similar provision appearing in the
revenue acts.

RULES AND REGULATIONS

Section 808: This section gives the Commissioner of Internal Reve-
nue, with the approval of the Secretary of the Treasury, authority to
m&ke and publish rules and regulations for the enforcement of this
title.
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SALE OF STAMPS BY POSTMASTERS

Section 809: This section authorizes the sale of stamps, coupons, or
other devices prescribed for the collection or payment of the taxes
under this title by the various postmasters of the United States. The
postmasters are required to deposit the receipts from such sales with
the Postmaster General and render accounts to him at such time and
in such form as he shall prescribe. The Postmaster General is given
authority to require a bond from the various postmasters receivin
such stamps or other devices in such increased amount as he may fin
necessary to protect the interests of the Government. The Post-
master genertﬁ is required to transfer the receipts from the sale of such
stamps or other devices monthly to the Treasury as internal revenue

collections.
PENALTIES

Section 810 (a): This subsection imposes a fine of $10,000, or im-
prisonment for not more than 6 months, or both, for using, transfer-
ring, exchanging, or pledging any stamp or other device prescribed
by the Commissioner of Internal Revenue for the collection or pay-
ment of the taxes under this title in any manner except as authorized
by law or regulations made thereunder.

Section 810 (b): This subsection imposes a fine of $5,000, or im-
prisonment for not more than 5 years, or both, in the folfowing cases
where there is an intent to defraud: (1) Alteriug, forging, or counter-
feiting any stamp or other device prescribed by the Commissioner of
Internal Revenue for the collection or payment of taxes due under
this title; (2) using, sellinr?, lending, or having in possession any such
altered, forged, or counterfeited stamp or other device; and (3) making,
using, selling, or having possession o ani material in imitation of the
material used in the manufacture of suc stamp or other device.

DEFINITIONS

Section 811 (a): This subsection defines “wages.” Wages include
not only the cash payments made to the employee for work done, but
also compensation for services in any other form, such as room, board,
etc. The term ‘““wages’ does not necessarily apply to the total re-
muneration received from the employer by the employee; the term
includes only the first $3,000 of wages received by an employee from
his employer with respect to employment during the calendar year.
The following example will illustrate how the rule applies: Employer
A pays employee B a salary of $500 a month beginning with the calen-
dar year 1937. At the end of the sixth month ﬁlha.s received from his
employer $3,000. The balance of his salary for 1937 is not subject
to taxation either with respect to the employer’s tax or the employee’s
tax, However, this is only the case where the employee continues in
the employment of the'same employer throughout the year. If the
employee leaves the service of employer A on June 30, 1937, and enters
the service of employer C on that date and continues with employer C
at the same salary throughout the remainder of the year, both em-
ployer C and employee B will be liable for the tax in respect of the
wages received during the remaining portion of the calendar year 1937.

tion 811 (b): This subsection defines the term ‘‘employment”.
a8 any service of whatever nature performed within the United States
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by an employee for his employer. It should be noted in this connec-
tion that section 1001 (a) (6) includes in the definition of ‘‘employee”
an officer of a corporation. For instance, resident and nonresident
aliens performing services within the United States are subject to the
tax under this title. On the other hand, service performed outside
the United States, whether by a citizen of the United States or by a
nonresident alien, is not subject to the tax. The term ‘United
States’’ is defined in section 1001 (a) (2) to include the States, Alaska,
Hawaii, and the District of Columbia. Due to the difficulties in
collecting the tax in the case of certain kinds of employment, the fol-
lowing services are exempt from taxation even though performed
within the United States: (1) Agricultural labor; (2) domestic service
in a private home; (3) casual labor not in the course of the employer’s
trade or business. This would not exempt casual labor performed in
the course of an employer’s trade or business. For instance, if a de-
partment store employed emergency help during the rush season in
connection with its trade or business, the services performed by such
help would not be exempt from taxation under this title; (4) services
performed by an officer or a member of a crew on a vessel documented
under the laws of the United States or of any foreign country are also
exempt from the taxes imposed by this title. The administrative
difficulty of following the wages of officers and seamen of crews was
regarded as almost insurmountable. For instance, unless this exemp-
tion were granted, it would be necessary to keep track of the wages of
Chinese coolies working on American ships.

Exemption from taxation under this titll)e is also granted in the case
of Federal and State or political subdivision employees.

Services performed in the employ of religious, charitable, scientific,
literary, or educational institutions, no part of the net earnings of
which inures to the benefit of any private shareholder or individual,
are also exempt from the tax imposed by this title. For the purpose
of determining whether such an organization is exempt, the use to
which the income is applied is the ultimate test of the exemption
rather than the source from which the income is derived. For in-
stance, if-a church owns an apartment building from which it derives
income which is devoted to religious, charitable, educational, or
scientific purposes, it will not be denied the exemption. The organiza-
tions which will be exempt from such taxes are churches, schools,
colleges, and other educational institutions not operated for private
profit, the Y. M, C. A., the Y. W. C. A,, the Y. M. H. A, the Salva-
tion Army, and other organizations which are exempt from income
tax under section 101 (6) of the Revenue Act of 1932.

Exemption is likewise granted from taxation under this title in the
cage of individuals who have attained the age of 65 years.

TITLE IX., TAX ON EMPLOYERS OF TEN OR MORE

This title levies upon employers an excise tax payable annually,
wmeasured by wages, and allows each taxpayer to credit against his
tax the amount of contributions he has paid under State unemploy-
ment compeunsation laws.
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IMPOSITION OF TAX

Section 901: An annual excise tax is imposed on each employer (as
defined in sec. 907) on the privilege of having individuals in his employ.
His tax, payable annually, will be at a rate of 1 percent of the total
wages payable by him with respect to employment (as defined in
sec. 907) in the calendar year 1936. This means that the tax is
measured by wages which are payable as remuneration for services
performed during that calendar year, regardless of the time when the
actual payment 1s made.

The rate of tax, after being 1 percent for the year 1936, shall in-
crease to 2 percent for 1937, and 3 percent thereafter.

CREDIT AGAINST TAX

Section 902: A taxpayer may credit against his tax the total amount
of contributions he has paid to State unemployment compensation
funds in accordance with State unemployment compensation laws.
The credit against the tax measured by wages payable with respect
to employment in a calendar year will be allowed only for contribu-
tions which themselves are paid (before the date for filing the tax
return under this title for such year) with respect to employment in
such year.

The total credit which a taxpayer may claim against his tax for
any year shall not be more than 90 percent of the tax. Thus if the
tax 1s $100 the total credit which may be claimed cannot be more
than $90, even though the total amount of contributions may be

greater than that.
CERTIFICATION OF S8TATE LAWS

Section 903 (a): Creditshall be allowed only for contributions made
under the laws of States certified for the taxable year under section
903.

(b): If any State law, submitted to the Social Security Board, ful-
fills the conditions enumerated in this section, the Board shall within
30 days approve the law, and shall notify the State governor of its
action. On December 31 of each year, each State which has an ap-
proved law shall be certified by the Board to the Secretary of the
Treasuﬁy, unless in the meantime the Board finds that the State has
changed 1ts law in some material respect, or has failed substantially
to fulfill any of the enumerated conditions. The Board is under the
duty to warn the governor of the State whenever it has reason to be-
lieve that in spite of having an approved law a State may not be
certified at the end of the year.

A State law to be approved must provide that:

(1): All unemployment compensation is to be paid through public-
employment offices 1n the State.

(2): No compensation shall be payable with respect to any day of
unemploynient occurring before the expiration of 2 years after the
first day of the first period with respect to which contributions are
required. For example, if March 15, 1936, is the beginning of the
first period with respect to which contributions are required under the
State law, then no compensation may be paid forany day of unemploy-
ment occurring before March 15, 1938.
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(3): All the money paid into the State unemployment fund
(whether paid as contributions for employers or paid in by employees
or contributed by the State itself) shall promptly be paid over to the
Secretary of the Treasury to the credit of the unemployment trust fund
established by section 904.

(4): All the money withdrawn from the unemployment trust fund
by the State agency shall be used solely in the payment of compensa-
tion ; none of it may be used to meet administrative costs:

(5): A person otherwise eligible for compensation shall ndt be
denied it on the ground that he has refused to take a new job when his
denial is due to the fact that the position offered to him is vacant
directly to a strike, lockout, or other labor dispute, or is due to the
fact that the wages, hours, or other conditions of the work offered are
substantially less favorable than those prevailing for similar work
in the locality, or that, as a condition of taking or retaining the new
Job, he would have to join a company union, or would have to resign
from a labor organization, or would have to agree not to join a labor
organization.

(6): The State law must contain a provision indicating that any
rights, privileges or immunities conferred under it may be taken away
by the subsequent amendment or repeal of the law.

UNEMPLOYMENT TRUST FUND

Section 904: Subsection (a) of this section establishes in the
Treasury of the United States a trust fund with the Secretary of the
Treasury as trustee and with the respective State Agencies, adminis-
tering the State unemployment compensation laws, as beneficiaries
of the trust. The Secretary of the Treasury is directed to receive
and hold in such fund all moneys deposited with him or with any
Federal Reserve bank or member bank of the Federal Reserve
System designated by him to receive such deposits, by such State
agencies. ‘

Under subsection (b) it is the duty of the Secretary of the Treasury
to invest the fund (except such part as is, in his opinion, required to
meet current withdrawals) in interest-bearing obligations of the
United States or in obligations guaranteed as to both principal and
interest by the United States. In order to provide suitable invest-
ments for this purpose, authority is given for the issnance of special
obligations to the fund from time to time as required. Such ogliga,-
tions shall bear an interest rate equal to the average rate of interest,
computed as of the end of the calendar month next preceding the date
of such issue, borne by all interest-bearing obligations of the United
States then forming part of the public de%t ; except that where such
average rate is not a multiple of one-eighth of 1 percent, the rate of
interest shall be the multiple of one-eighth of 1 percent next lower
than such average rate. In addition to such special obligations,
outstanding obligations may be purchased at the market price, and
original issues may be acquired at par, if the yield thereupon will be
not less than the yield which would be required in the case of special
obligations. Such special obligations (under the provisions of sub-
section (c)) may be redeemed at par plus accrued interest, while all
other obligations may be sold at the market price.
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Subsections (d) and (e) provide that the fund shall be invested as
a single fund, but that the Secretary of the Treasury shall maintain
a separate book account for each State agency and shall credit quar-
terly to each such account a proportionate part of the earnings of the
fund for such quarter.

The Secretary of the Treasury (under subsection (f)) is directed to
pay out of the amount to the credit of a State agency such amounts
as the State agency shall duly requisition, not to exceed the amount
standing to the credit of such State agency.

ADMINISTRATION, REFUNDS, AND PENALTIES

Section 905: Subsection (a) of this section provides that the tax
shall be collected by the Bureau of Internal Revenue and shall be
paid into the Treasury as internal-revenue collections.

Subsection (b) requires returns of the tax to be made by each em-
ployer not later than January 31 of each year in respect to employ-
ment in the preceding calendar year.

Subsection (¢) makes the returns filed under this title open to
inspection ‘according to the rules laid down for income-tax returns
under the Revenue Act of 1926.

Subsection (d) allows the taxpayer to pay his tax in equal quarterly
installments as is the case with the Federaly income tax.

Subsection (e) gives the Commissioner the right to give extensions
of time for the payment of tax or installments thereof, and subsection
(f) provides that in the payment of tax a fractional part of a cent
sha.ﬁ) not be counted unless it amounts to one-half cent or more, in
which case it shall be counted as 1 cent.

INTERSTATE COMMERCE

Section 906: This section provides that no person required under a
State law to make payments to an unemployment fund shall be re-
lieved from compliance therewith on the ground that he is engaged
in interstate commerce, or that the State law does not distinguish
between employees engaged in interstate commerce and those engaged

in intrastate commerce.
DEFINITIONS

Section 907: The definitions set up by this section are very impor-
tant in connection with the application and scope of the entire title.
They are as follows:

(a) Employer: The term ‘“employer’ includes only those persons
who, in each of at least 20 weeks in the year, have a total number of
10 or more employees. This means that if on 1 day a week for 20
weeks (which need not be consecutive) there are 10 employees, the
employer is covered. The employees (who need not necessarily be the
same gqople) need not all be employed at the same moment; it is
enough if during the day the total number is at least 10. The employ-
ees are not counted unless they are employed in “employment” as
defined in this section.

(b) Wages: The term “wages” is defined to mean all remuneration
for employment, including the cash value of all remuneration paid in
any other medium then cash. That is, in addition to money payments,
it includes payments in kind, rent, food, lodging, etc.
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(¢) The term ‘““employment’ is defined to mean any service per-
formed within the United States by an employee for his employer with
the following exceptions:

(1) Agricultural labor.

(2) Domestic service in a private home.

(8) Service performed as an officer or member of the crew of a vessel
on the navigable waters of the United States. (This does not exempt
the services of longshoremen and others who work in connection
with loading vessels.)

(4) Service performed by an individual in the employ of his son,
daughter, or spouse, and service performed by a child under 21 in
the employ of his parent.

(5) Service performed in the employ of the United States Govern-
ment or of an instrumentality of the United States.

(6) Service performed in the employ of a State, or political subdi-
vision thereof, or an instrumentality of one or more States or political
subdivisions.

(7) Service performed in the employ of corporations or organiza-
tions organized exclusively for religious, charitable, scientific, literary,
or educational purposes, not part of the net earnings of which accrue
to any private individual or shareholder.

If the service is within the excepted classes, the employer is exempt
from tax on the wages payable with respect to such service.

(d) The term ‘“State agency” is defined to mean any State officer,
board, or other authority, designated under a State law to administer
the State unemployment fund.

(e) The term ‘‘unemployment fund” is defined to mean a special
fund, established by State law and administered by a State agency,
for the payment of unemployment compensation. It is required that
the assets of the fund be mingled and undivided, and that no separate
account be maintained with respect to any person.

(f) The term ‘‘contributions” is defined to mean payments required
to be made by an employer under a State law into an unemployment
fund, except that any payments which have been or may be deducted
from the wages of the individuals in his employ are not to be considered
as contributions under the definition.

(g) The term ‘‘compensation’’ is defined to mean cash benefits
payable to individuals with respect to their unemployment.

RULES AND REGULATIONS

‘Section 908: This section authorizes and directs the Commissioner
of Internal Revenue, with the approval of the Secretary of the
Treasury, to make and publish such rules and regulations for the
enforcement of this title as are necessary. The exception is made
however, that the authorization and airection above noted do not
apply to section 903, relating to certification of State laws, and to
section 904, relating to the unemployment trust fund.
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TITLE X. GENERAL PROVISIONS

DEFINITIONS
Sectlon 1001 contains definitions of ‘““State,” “Umted States”,
‘person”’, ‘“‘corporation”, ‘“shareholder’, and “empl R

Sectlon 1001 d) prowdes that nothing in this act shall be construed
as_authorizing any Federal official in carrf'mg out the provisions of
this act to take.charge, in violation of th of a State, of any child
over the objection o the parents.

RULES AND REGULATIONS

Section 1002 provides for the making of regulations by the Secretary
of ‘the Treasury, the Secretary of Labor, and the gocla.l Security
Board, respectively, for carrying out the functions with which each is
charged.

SEPARABILITY

Section 1003 is the usual separability clause.
RESERVATION OF POWER

Section 1004 reserves to Congress the right to alter, amend, or
repeal any portion of the act.

SHORT TITLB

Section 1005 provides that the act may be cited as the ‘‘Social
Security Act.”



APPENDIX

LIST OF COMMITTEES ADVISORY TO THE COMMITTEE ON
ECONOMIC SECURITY

ADVISORY COUNCIL

Frank P. Graham, president University of North Carolina, Chapel Hill, N. C.,
chairman.

Paul Kellogg, editor The Survey, New York City, vice chairman.

Gerard Swope, president General Electric Co., New York City.

Morris E. Leeds, president Leeds & Northrup, Philadelphia, Pa.

Sam Lewisohn, vice president Miami Copper Co., New York City.

Walter C. Teagle, president Standard OQil Co. of New Jersey, New York City.

~Marion B. Folsom, assistant treasurer Eastman XKodak Co., Rochester, N.

William Green, president American Federation of Labor, Washington, D. C.

George M. Harrison, president Brotherhood of Railway and Steamship Clerks,
Cincinnati, Ohio.

Paul Scharrenberg, secretary-treasurer California State Federation of Labor,
San Francisco, Calif.

Henry Ohl, Jr., president Wisconsin State Federation of Labor, Milwaukee.

Bc%e %herwin, former president National League of Women Voters, Washington,

Grﬁce Abbott, University of Chicago, and former chief United States Children’s

ureau. -

Raymond Moley, editor Today, and former Assistant Secretary of State.

George H. Nordlin, chairman grand trustees, Fraternal Order of Eagles, St.
Paul, Minn.

George Berry, president International Printing Pressmen and Assistants’ Union,
Tennessee.

John G. Winant, Governor New Hampshire.

Mary Dewson, National Consumers League, New York City.

Louis J. Taber, master National Grange, Cleveland.

Monsigneur John A. Ryan, director department of social action, National Catholic
Welfare Conference, Washington, D. C. :
Helen Hall, president National Federation of Settlements and director of the

Henry Street Settlement, New York City.
Joel D. Hunter, general superintendent, United Charities of Chicago.
Elizabeth Morrissey, Notre Dame College, Baltimore, Md.

TECHNICAL BOARD

Arthur J. Altmeyer, Second Assistant Secretary of Labor, chairman.

Winfield W. Riefler, executive director Central Statistical Board, chairman
executive committee.

Otto Beyer, Labor Relations Director, Office of the Federal Coordinator of
Transportation.

Thomas H. Eliot, Associate Solicitor, Department of Labor.

Cotrriggton‘ Gill, Assistant Administrator Federal Emergency Relief ‘Adminis-
ration.

Walton Hamilton, chairman Advisory Council, National Recovery Adminis-
tration, chairman medical problems subcommittee.

A. H. Hansen, Chief Economic Analyst, Department of State, chairman unem-

_ ployment insurance subcommittee.

Alexander Holtzoff, assistant to Attorney General, Department of Justice.
Murray Latimer, chairman Railroad Retirement Board, chairman old-age se-
curity subcommittee. S

William M. Leiserson, chairman National Mediation Board.
Isador Lubin, Commissioner of Labor Statistics, Department of Labor.

39



40 THE SOOIAL SECURITY BILL

H. A. Millis, board member National Labor Relations Board.

H. B. Myers, Assistant Director, Research and Statistics, Federal Emergency
Relief Administration.

Herman Oliphant, general counsel, Treasury Department.

Stuart Rice, Assistant Director, Bureau of the Census, Department of Com-
merce.

H. R. Tolley, Assistant Administrator, Division of Program Planning, Agri-
oultural Adjustment Administration.

Victor N. Valgren, senior agricultural economist, Department of Agriculture.

Jacob Viner, assistant to the Secretary, Treasury Department.

Aubrey Williams, Assistant Administrator, Federal Emergency Relief Admin-
istration, chairman public employment and public assistance subcommittee,

E. Willard Jensen, Executive Secretary, Business Advisory Council, Department
of Commerce.

Josephine Roche, Assistant Secretary of the Treasury.

ACTUARIAL CONBSULTANTS

Prof. James W. Glover, University of Michigan, Ann Harbor, Mich., chairman.
Prof. Henry L. Reitz, fJniversity of Iowa, Iowa City, Iowa.

Prof. A. L. Mowbray, University of California, Berkeley, Calif.-

M. A. Linton, president Provident Mutual Life Insurance Co., Philadelphia, Pa.

MEDICAL ADVIBORY COMMITTERE

Dr. Harvey Cushing, professor of neurology, Yale University, New Haven, Conn.

Dréi;[‘homas Parran, Jr., New York State Commissioner of Health. New York
y.

Dr. James Deacon Bruce, Ann Arbor, Mich.

Dxé Stuart R. Roberts, professor of clinical medicine, Emory University, Atlanta,

8.

Dr. Rexwald Brown, Santa Barbara, Calif.

Dr& Jal:ngs Alexander Miller, professor College of Physicians and SBurgeons, New
ork City.

DrI. Walter L. Bierring, president American Medical Association, Des Moines,
owa.

Dr. Robert B. Greenough, president American College of Surgeons, Boston.

Dx('i l(}ttzlqrge M. Piersol, past president American College of Physicians, Phila-
elphia.

Dr. rge Crile, Cleveland Clinic Hospital, Cleveland.

Dr. J. 8helton Horsley, Richmond, Va.

PUBLIC HEALTH ADVISORY COMMITTER

Homer Folks, New York State Charities Aid Association, New York City.

Dr. Euiene . Bishop, Commissioner of Public Health of Nashville, Tenn.

Dr. A. L. Chelscy, secretary Minnesota Board of Health, St. Paul.

Dr. Allen W. Freeman, dean School of Hygiene and Public Health, Johns Hopkins

University, Baltimore.
Dx-Y CklareCix%ce Hincks, director National Committee for Mental Hygiene, New
or y.
DrNT{}omas Parran, Jr., Commissioner of Health of New York State, Albany,

Dr. Milton J. Rosenau, Harvard Medical School, Cambridge, Mass.

Dr. John J. Sippy, health officer, San Joaquin, Calif

Katherine Tucker, R. N., director National Organization for Public Health
Nursing, New York City.

C. E. A. Winslow, D. P. {1., professor public health, Yale School of Medicine,
New Haven, Conn.

Abel Wolman, chief bureau of sanitary engineering, Maryland Department of
Health, Baltimore.

Dr. Felix J. Underwood, secretary Mississippi Board of Health, Jacksoun, Miss.

Touis I. Dublin, statistician and vice president, Metropolitan Life Insurance Co.,
New York City.



THE SOCIAL SECURITY BILL 41

HOSPITAL ADVISORY BOARD

Dr. J. Rollin French, president Western Hospital Association.

Rev. Charles G. Jarrel, president Protestant Hospital Association.

Robert G. Jolly, president American Hospital Association.

Father Alphonse J. Schwitalla, president Catholic Hospital Association.

Dr. Arthur C. Bachmeyer, dean Cincinnati General Hospital.

Michael M. Davis, Ph. D., chairman, Council on Community Relations of Ameri-
can Hospital Association.

Dr. Nathanel W. Faxon, director Strong Memorial Hospital of Rochester.

Dr. S. 8. Goldwater, commissioner of hospitals, department of health, New
York City.

Dr. Robert C. Buerki, University Hospital of Madison.

Dr. Winford Smith, medieal director Johns Hopkins Hospital of Baltimore.

Dr. Frederic A. Washburn, Boston commissioner of institutions.

Dr. Watson S. Rankin, director hospital and orphan section, Duke Endow-
ment.

DENTAL ADVISORY COMMITTEE

Dr. Frank M. Casto, president American Dental Association of Cleveland.

Dr. J. Ben Robinson, president American College of Dentists of Baltimore.

Dr. Le Roy M. S. Miner, dean of Dental School of Harvard.

Dr. Alfred Walker, chairman of the Judicial Council of American Dental
Association.

George A. Coleman, D. D. 8., Philadelphia.

Dr. g W. Brandhorst, St. Louis.

Dr. John T. Hanks, New York.

Dr. John T. O’'Rourke, Louisville.

Dr. Bissell Palmer, New York.

Dr. Herbert E. Phillips, Chicago.

Dr. Roy Green, Sacramento.

ADVISORY COMMITTEE ON PUBLIC EMPLOYMENT AND PUBLIC ASSISTANCE

Mishs Dorothy Kahn, director Philadelphia County Relief Board, Philadelphia,

chairman.

Miss Edith Abbott, dean Graduate School of Social Service Administration,
University of Chicago, Chicago.

Miss Gay Shepperson, administrator Georgia Relief Commission, Atlanta.

Frank Bane, director American Public Welfare Association, Chicago.

Miss Elizabeth Wisner, director School of Social Work, Tulane University,
New Orleans.

Father John O’Grady, executive secretary Catholic Conference of Charities,
Washington, D. C.

Dr. Ellen Potter, director of medicine, department of institutions and ageuncies,
Trenton, N. J.

Prentice Murphy, executive secretary Children’s Bureau of Philadelphia.

Jacob Kepecs, Jewish Home-Finding Society of Chicago.

LinYtonk %._tSwift, general director Family Welfare Association of America, New

ork City.

Walter West, executive director American Association of Social Workers, New
York City.

Fred H. Hoehler, director of public welfare, Cincinnati.

COMMITTEE ON CHILD WELFARBE

Homer Folks, secretary State Charities Aid Association, New York City.

Jacob Kepecs, Bresident Child Welfare League of America, Chicago.

Dr. Grover F, Powers, professor of pediatrics, Yale Medical School, New Haven.

Dr. Clifford G. Grulee, secretary American Academy of Pediatrics, Chicago.

le I;E:red L. Adair, department of obstetrics and gynecology, University of

icago.

Miss Jane M. Hoey, associate director Welfare Council of New York City.

J. Prentice Murphy, executive secretary the Children’s Bureau of Philadelphia.

Dr. T. F. Abercrombie, president conference of State and provincial health au-
thorities, State board of health, Atlanta, Ga.

Rev. Bryant McEntegard, New York City.



MINORITY VIEWS

We, the undersigned members of the minority, submit the following
statement showing in brief our attitude toward this proposed legisla-
tion, which is known as “the economic security bill”’:

I

The bill is separated into several titles, which readily and naturally
segregate themselves into two categories:

(1) Those which spring from the desire of the Federal Government
to provide economic assistance to those who need and deserve it.

(2) Those which are based upon the principle of compulsory in-
surance.

In the first group are—

Title I, granting aid to the States in meeting the cost of old-age
pensions;

Title IV, granting aid to the States in caring for dependent children;

Title V, granting aid to the States in providing for maternal and
child welfare; and

Title VI, granting aid to the States in providing for public health
generally.

We favor the enactment of each of the foregoing titles, which in
our opinion should have been incorporated in a separate bill.

OLD-AGE PENSIONS

We favor such legislation as will encourage States already paying
old-age pensions to provide for more adequate benefits, and will
encourage all other States to adopt old-age pension systems.

However, we believe the amount provided in the bill to be inade-
quate, and favor a substantial increase in the Federal contribution.

GRANTS FOR CHILD WELFARE, PUBLIC HEALTH, ETC.

Title IV. Dependent children: We favor a vigorous and sympa-
thetic program for the care and training of dependent children that
will recognize the importance of a congenial family environment.

Title %' Maternal and child welfare: For years our Government
has extended aid to the States to provide for maternal and child
welfare. Title V continues this aid in an increased amount.

Title VI. Public health: For years our Government also has pro-
vided aid in the interest of the public health. Title VI increases the
amount of this aid.

We may add that we would favor a stronger and more vigorous
Erogram than that provided in this proposed legislation for the bene-

t of those covered by these three titles.
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II

In the group of titles which are based upon the principle of com-
pulsory insurance are title I, with its related title,VIII, and title III,
with its related title IX.

UNEMPLOYMENT INSURANCE

Titles III and IX taken together provides for what is commeonl
known as ‘“‘unemployment insurance.” The incidental revenue col-
leglted under title IX is intended to offset the payments made under
title ITI.

The ostensible purpose of title III is commendable. Any program
that would supplant unemployment with employment would meet
with great favor. Employers and employees would all welcome
such a program; also the many millions who are now unemployed.
The latter are neither employers nor employees. Therefore, there
are three great groups vitaﬁy interested in unemployment insurance.

Because of the large number of persons vitally interested, the
problem is one which reaches practically every citizen, and its solu-
tion involves practically all our people. A program which will not
give employment to the unemployed will not solve the problem.

On account of the deplorable condition in which the employer finds
his business at this time; the tragic condition in which the employee
finds himself due to the ever-mounting cost of the necessaries of ﬁfa
and the failure of wages to keep pace with these costs; and the fact
that the number of unemployed is constantly increasing, there is
doubt in our minds that the legislation proposed in these two titles
will result in a general national benefit at this time.

However, we favor the principle of unemployment insurance.
These titles of the bill aid those States desiring to establish such
.insurance, and therefore we resolve all doubts in favor of this legisla-
tion.

COMPULSORY OLD-AGE ANNUITIES

Title II provides for compulsory old-age annuities, and title VIII
provides the method by which the money is to be raised to meet the
expense thereof.

hese two titles are interdependent, and neither is of any con-
sequence without the other. Neither of them has relation to any
other substantive title of the bill. Neither is constitutional. Therein
lies one of the reasons for our opposition to them.

The Federal Government has no power to impose this system upon
private industry.

The best legal talent that the Attorney General’s office and the
Brain Trust could marshal has for weeks applied itself to the task
of trying to bring these titles within constitutional limitations. Their
best effort is only a plain circumvention. They have separated the
proposition into two titles. This separation is a separation in words
only. There is no separation in spirit or intent. These two titles
must stand or fall together.

The learned brief submitted by the Attorney General’s Office
contains in its summation the following weslk, apoﬂ)getic language:

There may also be taken into consideration the strong pr which
exista 1 Tavor of the constivutionaliy of an act of the Goutoss, 1 ths lisht o

which and ot the foregoing discussion it is reasonably safe to assume that the
social security bill, if enacted into law, will probably be upheld as constitutional.
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Woe also oppose these two titles because they would not in any way
contribute to the relief of present economic conditions, and might in
fact retard economic recovery.

The original bill contained a title providing for voluntary annuities.
This was another attempt to place the Government in competition
with private business. Under fire, this title has been omitted. It
was closely akin to title II. In fact, it had one virtue that title II
does not possess in that it was voluntary while title IT is compulsory.
1 t;.l‘hese titles impose a crushing burden upon industry and upon
abor.

They establish a bureaucracy in the field of insurance in competition
with private business.

They destroy old-age retirement systems set up by private in-
dustries, which in most instances provide more liberal benefits than
are contemplated under title II.

Appended hereto is a table showing the total taxes imposed under
titles VIII and IX.

CONCLUSION

The minority membership of the Ways and Means Committee have
at no time offered any political or partisan o;iposition to the progress
of this measure, but on the contrary have labored faithfully in an
effort to produce a measure that would be constitutional and that
would inure to the general welfare of all the people. ’

ALLEN T. TREADWAY.
Isaac BacHARACH.
FraNk CROWTHER,
HarorLp KNUTSON.
Danier A. REED.
Roy O. WoODRUFF.
THoMAS A. JENKINS.

Total taxes on employers and employees under social-security bill
{Based on tables on p. 15}

On employers

Onem- Grand ]tot.al
F<])r unen't- Flor om- (tﬁ}gyve?’ﬁ) on :,ﬁ?,pe?.,’i““
oymen ployees
Effective date of tax rnsumnce annuitles | Total ployees
(title IX) (title VIII) {on em-
ployers
Amount| Rate | Amount| Rate Amount| Rate [{Amount| Rate
Per- | Mills..| Per- | Mills. || Mills. | Per- || Mills. | Per-
cent | of dols. | cent | of dols. || of dols. | cent || of dols. | cent
1 228 228 1
2 279 1 780 279 1 1,059 4
3 280 1 1,086 280 1 1,348 5
3 283 1 1,088 283 1 1,269 5
3 3567 lﬁ 1,177 357 1411 1,834 []
3 432 1 1,285 433 1411 1,607 []
3 437 14| 1,283 437 1411 1,720 ]
3 514 2 1,369 514 2 1,883 7
3 593 2 1, 466 593 2 2,049 7
3 598 2 1,470 598 2 2,088 7
3 680 21| 1,559 680 2;2 2, 239 8
3 762 2;2 1,648 762 2 2,410 8
3 768 2 1, 660 768 21| 2,428 8
3 853 3 1,752 853 3 2, 605 9
) 939 ) 1,845 939 3 2,784 9




SUPPLEMENTAL VIEWS OF MR. KNUTSON

While I concur in a general way with the conclusions of my col-
leagues of the minority, there are certain provisions of the bill so
obnoxious to me that I cannot support it. My reasons for voting
against the measure are as follows:

1. It is obvious from the provisions of this bill that it cannot be
made effective for several years, hence it will be a bitter disappoint-
ment to those who have looked hopefully to this administration for
immediate relief.

2. The measure is wholly inadequate and therefore will not give the
result sought to be obtained.

3. The age limit of 65 is too high to give the needed relief. The
limit shoulg be fixed at 60, which would help' the unemployment
situation materially and at the same time care for a large number
now out of work and who by reason of age are unemployable.

4. The old-age pension to be granted under H. R. 7260 would be
wholly inadequate in the relief of distress. The amount paid would
be so small that its effect upon business would be negligible.

5. The administering of this law will result in discrimination.
People living in States that are bankrupt, or nearly so, will receive
absolutely no benefits from this legislation. These people must be
taken care of by the National Government.

6. The two pay-roll taxes which the bill imposes will greatly retard
business recovery by driving many industries, now operating at a
loss, into bankruptey, or by forcing them to close down entirely,
thereby further increasing unemployment, which would greatly
retard recovery.

7. Many small concerns having 12 or 15 employees would "dis-
charge enough employees to exempt them from the payment of the
pay-roll taxes which would yet further aggravate the unemployment
situation. '

8. The proposal to establish a new bureau to administer this law
is indefensible and a needless expense to the taxpayers. In the
interest of economy the administration of the law should be vested
in the Veterans’ Administration, which is equipped to handle this
activity,

HaroLp KNUTSON.
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Calendar No. 661

T4t CoNuRrEss SENATE Rerort
1st Session No. 628

THE SOCIAL SECURITY BILL

MAy 13 (calendar day, May 20), 1935.—COrdered to be printed

Mr. Harrison, from the Committee on Finance, submitted the
following

REPORT

[To accompany H. R. 7260]

The Committee on Finance, to whom was referred the bill (H. R,
7260) to provide for the general welfare by establishing a system of
Federal old-age benefits, and by enabling the several States to make
more adequate provision for aged persons, dependent and crippled
children, maternal and child welfare, public health, and the adminis-
tration of their unemployment compensation laws; to establish a
Social Security Board; to raise revenue; and for other purposes, Having
considered the same, report favorably thereon with amendments and
recommend that the bill do pass.

Part I. GENERAL STATEMENT
CONTENTS OF THE BILL

Title I. Grants to States for Old-Age Assistance
II. Federal Old-Age Benefits
III. Grants to States for Unemployment Compensation
Administration
1V. Grants to States for Aid to Dependent Children
V. Grants to States for Maternal and Child Welfare
VI. Public Health Work
VII. Social Security Board
VIII. Taxes with Respect to Employment
IX. Tax upon Employers of Four or More
X. Grants to States for Aid to the Blind
XI. United States Annuity Bonds.
XII. General Provisions
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As the titles of the bill indicate, it consists of a series of related meas-
ures designed as a unified, well-rounded program of attack upon the
principal causes of insecurity in our economic life. These measures
may be divided into five broad fields: (1) Old-age security, (2) un-
employment compensation, (3) aid to dependent children, (4) public
hesﬁth measures, and (5) aid to the blind. )

The principal causes of destitution and want of millions of American
families, forcing them to rely upon public charity for an existence,
are well known. They are unemployment, dependency in old age,
loss of the wage earner of the fam 1.F1 , and illness. Upon these major
causes of dependency this bill makes a unified attack. Each measure
is closely related to the others, and together they constitute a broad,
practicable plan to safeguard the security of the American family.

The pressing need for social security legislation at this time is
apparent on every hand. For the last 5 years we have been paying
a frightful cost of insecurity in the toll of human suffering, weakened
morale of our people, and mounting public expenditures for public
charity. So far in the depression we have taken emergency steps,
designed to relieve distress, and to take care of the immediate sitya-
tion. The time has come for a comprehensive, constructive program
to avoid the repetition of such a disaster in the future. The founda-
tion for such a program is laid in this bill.

HISTORY OF THE LEGISLATION

Nearly a year ago, on June 8, 1934, the President, in a message to
the Congress, anneunced his intention to present at this session of
Congress a program for social security. Shortly afterward, by
Executive order, he created the Committee on Economic Security,
consisting of the Secretary of Labor (chairman), the Secretary of the
Treasury, the Attorney General, the Secretary of Agriculture, and the
Federal Emergency Relief Administrator. This committee was in-
structed to study the whole aspect of insecurity in our economic life,
and fo make recommendations. Since that time the Committee on
Economic Security has carried- on extensive studies of the various
problems involved, assisted by a staff of specialists and by 14 ad-
visory groups of citizens, representing the various interests of
society in security legislation. The Committee had the advice
of many outstanding citizens of broad experience and expert informa-
tion in the several aspects of the problem.

On January 17 of this year the President transmitted to both
Houses of Congress the unanimous report of the Committee on Eco-
nomic Security, with a message endorsing the recommendations made
therein. Identical bills incorporating these recommendations were
introduced in both Houses, upon which the Ways and Means Com-
mittee of the House and the Senate Finance Committee held extended
public hearings in January and February. At these hearings repre-
sentatives of all interests concerned were given a full opportunity to
present their views. The published hearings of the Finance Commit-
tee of the Senate upon this measure contain some 1,350 pages of
printed testimony, and the hearings of the Ways and Means Com-
mittee of the*House are of similar length. For more than 4 months
this measure has been under active consideration in both Houses of
Congress. Few legislative measures have ever received such thorough



THE SOCIAL SECURITY BILL 3

and extended consideration. H. R. 7260, passed by the House on
April 19 of this year, is herewith reported with the following prinicpal
changes:

1. gA new title has been added (title X) to provide Federal aid to the
States for the blind.

2. A new title has been added (title XI) to authorize the issue of
voluntary Federal old-age annuity bonds by the Treasury. This
measure is designed to enable persons not covered by the system of
Federal old-age benefits to build up old-age annuities.

3. Section 202 in title II is amended to make retirement from
regular employment a condition for payment of old-age benefits.
This will eliminate the anomaly that employees over 65 may draw
old-age benefit while earning adequate wages in full-time employment.

4. The grants-in-aid to the States for aid to dependent children
has been placed under the Children’s Bureau, instead of the Social
Security Board. The Children’s Bureau is the agency of the Gov-
ernment concerned with matters relating to children.

5. The Social Security Board has been placed under the Depart-
ment of Labor, instead of being created as an entirely independent
agency. The reason for this change is the close relationship between
the functions of the Social Security Board and those of the Labor
Department. This type of legislation the world over is almost
invariably under the direction or supervision of the labor department
or its equivalent. By placing the Social Security Board under the
Labor Department, considerable saving in administrative costs may
be anticipated. The committee regards it as inadvisable to create
new independent agencies, particularly where their functions are
closely related to the major functions of an existing department.

6. The coverage of the tax upon employers in title IX has been
changed from employers having 10 or more employees, within 20
weeks during the year, to 4 or more employees, within 13 weeks during
any year. This change has been made to avoid substantial adminis-
trative problems in connection with employers who may attempt to
avoid the tax, and also to extend its coverage.

7. The requirement that State unemployment compensation funds
shall be of the ‘“pooled”’ type, in which all funds are mingled and un-
divided, as a condition to qualify for the credit against the Federal
tax under title IX, has been stricken. This will permit States to
enact whatever type of unemployment compensation law they desire.

8. Two new sections have been inserted (909 and 910) to give addi-
tional credit to employers who, under State laws, are permitted to
lower their rates of compensation because of favorable employment
experience. These sections are designed to permit States to give an
incentive to employers to stabilize employment.

FEDERAL AIDS TO THE STATES

The bill grovides Federal aid to the States for old-age assistance
aid to the blind, aid to dependent children, for maternal and child
welfare, for the extension of State public-health services, and for
vocational rehabilitation. The amount and conditions of these
aids to the States are summaried in table I. A detailed discussion of
the need for each of these aids is given in the following pages.
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It may ‘be pointed out that these provisions impose only a:few,
reasonable, minimum rec}uiremenps upon the States, and give recog-
nition to the principle of State rights. The supervision given to the
Federal agencies in charge has been carefully circumscribed so that
there may be no unreasonable encroachment upon the States from
Washington. Less Federal control is provided than in any recent
Federal aid law. The conditions provided in the bill deal with such
matters as the requirement of State matching, financial participation
by the State government, the submission of reports, and residence
requirements. These conditions are entirely appropriate and are,
in fact, essential if the Federal Government 1s to bear a part of the
burden.

OLD-AGE SECURITY

During the depression period the country has become keenly con-
scious of the problem of providing security for aged people who are
without adequate means of support. Dependency in old age is a
hazard which faces everybody. A man who reaches age 65 can look
forward in the average case to a life of 12 more years; a woman at
that age to 15 more years. This is a long period of time, during which
normally there is hittle or no income from labor. To provide an
income of only $25 per month from age 65 on, a man must have
accumulated $3,300, and a woman $3,600 on reaching this age.

The great majority of the old people do not have accumulations of
this amount. Of all men and women over 65 at least one-half are
financially dependent upon others. The great majority of these are
now being assisted by their children, other relatives, or friends.
We think that children who are able to do so should continue to sup-
port their aged parents and the legislation we are proposing is framed
with this thougﬁt in mind.

There are, however, many aged people who are dependent upon the
public for support. The number of such people has greatly increased
during the depression, because of the exhaustion of savings, unemploy-
ment, and reduced incomes among the children. There are at this
time approximately 1,000,000 men and women over 65 years of age
who are dependent upon the public for support. In the fall of 1934
there were over 700,000 men and women of this age who were in
receipt of emergency relief, and this number has probably been
increased since.

It was never intended that emergency unemployment relief should
be given to old people many of whom have not been employed for
years and who have very little prospect of ever again getting regular
employment. Emergency relief is not suited to the situation of people
who will remain dependent upon the public for such a long period as
is the case of needy old folks.

World experience has demonstrated that the best way to provide
for old people who are dependent upon the public for support is
through old-age assistance (popularly called *“old-age pensions”).
Foreign countries have had old-age pensions for many years. In this
country the first State old-age pension law was enacted in 1923, and
by thls time there are old-age pension laws in 33 States, plus the Terri-
tories of Alaska and Hawaii; 5 of these laws were enacted this year,
and no less than 14 in either 1933 or 1934. All of these laws grant
assistance (pensions) to old people in need who are dependent upon
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the public for support and are not being cared for in public institutions.
The amount of the pension grants varies with the needs of the indi-
vidual and his income from other sources. In nearly all States there
are maximum limitations, the most common being $30 per month, or
$1 per day, less any other income of the pensioner. The minimum
age for pension grants is either 65 or 70, and all States prescribe mini-
mum residence requirements which now range from 5 to 35 years,

TasLE II.—Operation under State old-age penston acts during 1934

Monthly pension
Numbe N;zmber
umber | of pen-
State Funds supplied by— | of eélgxble siollers, d“i‘sl:)lgrus?d Maxic | Aver-
g end of age
1034 e | Paid,
payable 1034
Arizona '. ... 9,118 1,820 $427, 527 $30.00 | $19.56
California. d 210,379 19, 619 4,288, 508 30.00 20. 25
Colorado I___ 61, 787 10,008 | 1,043,120 30. 00 8.69
16, 678 1,583 193, 231 25, 00 9,91
22,310 1,712 138, 443 25.00 28,85
138, 426 23,533 | 1,134,250 15. 00 4.50
184, 239 4, 589 121, 636 25. 00 13.25
84,252 ||l 20.83 f_._____.
69,010 |______.__ | ____. 30.00 {..___.__
92,972 7 30.00 24.43
156,590 | 321,473 |3 5,628,492 (4) $21.84
148,853 , 857 103, 180 30.00 9.99
94, 401 , 334 560, 254 30. 00 10.77
14,377 2,780 177,428 25. 00 5.32
86, 194 604 8,762 20. 00 10. 62
4, 814 7 1, 552 30. 00 18.48
New Hampshire__. . d - 25,714 51,423 6 298, 722 32.50 | 919.06
New Jersey_.._.__ 112, 594 11, 401 1,773,319 30. 00 12. 96
New York._____ d 373,878 51,834 | 12,651,008 O] 2. 36
North Dakota._. 3,014 12. 50 .69
hio oo 414, 836 6, 543 1,434,418 25. 00 14. 45
Oregon !. . ...______ 39, 133 8,525 639, 206 30. 00 10. 64
Pennsylvania I._____ 289, 705 18, 261 386,717 30. 00 21.18
D, 22, 665 902 86, 415 25. 00 7.97
Washington 1. _. 101, 503 1,378 99, 136 30. 00 5.95
West Virginia___ d 73,043 1. . 30.00 ___.___.
Wisconsin_..__ - - 112,112 11,969 2 305, 707 30,00 | 218.75
8,707 706 81,818 30. 00 9. 68
2,998,570 | 230,832 | 31,620,509 |____..___. 15. 50
2,935 454 108, 485 35. 00 25.00
7,638 354 27,427 15. 00 7.06
3,009, 143 231,630 | 31,804,418 | ___._._.. 15.50
1 Figures for 1934 are preliminary only. 4 No limit.
2 Data are for 1933, s Data are for Dec. 1, 1934.
3 Year ending Mar. 31, 1934, 8 Data are for September 1934.

Source: U. 8. Bureau of Labor Statistics and Committee on Economic Security.

The number of people in receipt of old-age pensions under these
State laws has been increasing rapidly. At the end of 1933, according
to information gathered by the United States Bureau of Labor
Statistics, there were 115,000 old-age pensioners in this country; in
October 1934, as indicated through responses to a questionnaire of
the Committee on Economic Security, 180,000 pensioners; at the end
of 1934, again according to the Bureau of Labor Statistics, 231,000.
This increase has occurred despite financial difficulties which have
confronted many State and local governments. In 3 States which
had old-age assistance laws in 1934, no pensions at all were paid in
that year; in 7 other States the laws were operative only in certain
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counties. In many more States the grants were entirely inadequate,
although very generally the old-age pension allowances exceed those
to old people on emergency relief.

Even with the increase in the number of pensioners under the State
old-age pension laws, there are still three times as many men and
women over 65 years of age on emergency relief as are in receipt of
old-age pensions. Under the announced policy of the Federal Govern-
ment, responsibility for all of the old people on relief, as well as all
other unemployables, is to be turned back in the near future to the
State and local governments. Many States will not be able to carry
this burden unassisted.

To meet this situation, it is proposed in title I of this bill that the
Federal Government shall aid the States in providing old-age pensions
to men and women over 65 years of age who are dependent upon the
public for support. The Federal Government will match the ex-
penditures of the States for this purpose, but with the limitation that
its grant will not exceed $15 per person per month. This does not
limit the States to a pension of $30 per month.

A few conditions only are prescribed which the States must meet
in order to receive Federal aid for old-age pensions. These conditions .
-are detailed in table I and also in part II of this report. They do not
involve dictation by the Federal Government, but only establish
standards which will make it reasonably certain that the States are
honestly trying to meet the problem of the dependent aged. - The
administration of the pension grants is left to the States, as is their
amount.

Provision for the people who are now old and dependent upon the
public for support is‘the first essential in old-age security. It will not,
however, solve the entire problem. The cost of free pension systems
the world over has tended to increase rapidly and in course of time
has necessitated the establishment of contributory annuity sys-
tems. Free pensions, moreover, have tended to discourage thrift, and,
while better than institutional care of old people, clearly have some
undesirable effects.

Both the number and the percentage of the old people have been
increasing in each census period. This tendency is almost certain to
continue for some decades. With the increase of life expectancy,
decrease in birth rates, and decline in immigration, this country is
rapidly approaching the condition of a stationary population, in
which the percentage of the old people will be very much larger than
it has been heretofore. At this time there are approximately 7,500,000
people over 65 years of age. Population statisticians estimate that
this number will be doubled by 1970 and nearly trebled by the end
of the century. In place of 5.4 percent of the population who were
in this age group in 1930, it is estimated that more than 10 percent
will be in this age group in 1970 and nearly 12.7 percent by the end
of the century.

In addition to the increase in the number of the aged, we must
anticipate an increase in the aged who will be dependent upon the
public for support. This tendency is likely to become more marked
during the next decades, since so many og the people who are past
middle age have lost both their savings and their employment and
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are not likely to be able to build up adequate provisions for their old
age in the few remaining years of the active period of their lives. It
has been the experience everywhere that the percentage of the aged
who qualify for old-age pensions on a needs basis increases rapidly.
In accordance with this experience, the actuaries of the Committee on
Economic Security have estimated that if no other provisions are
made for old age than the pensions contemplated in title I, the total
cost of such pensions to the State, Federal, and local Governments
by 1940 will approximate $800,000,000; by 1960, $2,000,000,000; and
by 1980, $2,600,000,000. These figures assume a final dependency rate
of only 50 percent of all men and women over 65 years of age and
average pension grants of $25 per month.

It is very probable that if no other provisions are made for the
security of the aged, the actual costs of free pensions from general
public taxes will be much greater than even these estimates indicate.
There is already a wide-spread demand in this country for free
pensions to all old people, regardless of their needs, and also sentiment
for payment of all pension costs by the Federal Government, without
any requirement for State matching. There is serious danger that
if only title I is enacted, this country will, before long, adopt the
principle of free pensions for all old people, to be paid for from general
taxes. Such a system would involve costs far exceeding any of the
figures mentioned, and would bring with it evils of the most serious
character, with much greater burdens upon industry than anything
that is proposed in this bill.

In view of the growing number of the aged, the great cost which
title I is almost sure to entail in future years, if no other provisions
are made for old-age security, and the desirability of providing old-
age security as a right and not as public charity, this bill proposes
also inauguration of a system of Federal old-age benefits, computed
on a reserve basis. Under this system it will be possible to pay
annuities which will provide something more than merely reasonable
subsistence. The benefits to be paid are related to the wages earned,
but there are adjustments favoring the lower paid employees. The
minimum monthly benefit payable is $10, and the maximum, $85.
A detailed tabular summary of the proposed system of Federal
benefits is given in table III.

TasLe HI.—Summary of provisions relating to Federal old-age benefils under title 11
FEpErAL OLp-AGE BENEFITS
COVERAGE (SEC. 210(b))

0Old-age benefits are to be paid to all employees based upon wages received in
employment in any service performed within the United States, Alaska, and
Hawali, or upon vessels documented under the laws of the United States, except:
. Agricultural labor.
. Domestic service in a private home.
. Casual labor not in the course of employer’s business.
. Employees of the United States Government.
. Employees of a State or political subdivision.
. Employees of institutions operated for religious, charitable, scientific,
literary or educational purposes, or for the prevention of cruelty to
children or animals, and which are not operated for profit.

O Otk QOB M=
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Tabre IIl.—Summary of provisions relating to Federal old-age benefits under
title II—Continued

FepErAL Owp-AgeE BENEFITS—Continued

CONDITIONS TO GUALfFY FOR RECEIPT OF OLD-AGE BENEFITS (SEC. 210C)

1. At least 65 years of age and not regularly employed.

2. Not less than $2,000 total wages received after title becomes effective
and before age of 65.

3. Wages were paid to him on some day in each of 5 years after title
becomes effective and before age of 65.

Nonqualified individuals upon reaching age of 65 are paid a lump sum
equal to 3% percent of the total wages paid after title become effective
(sec. 204a).

OLD-AGE BENEFIT PAYMENTS (SEC. 210(c))

1. Date first payable January 1942.
2. The amount of the monthly benefits payable is determined as follows:

Percent

of total

Total wages received after Dec. 31, 1936, and prior to age 65, in covered employment (not count- | wages

ing wages in excess of $3.000 for any calendar year) paid as

monthly

benefit
First. _ - —--- $3,000 14
Neoxt...... 42,000 Yia
All over_ I 45,000 278

Minimum monthly benefit, $10; maximum, $85,

ILLUSTRATIVE MONTHLY BENEFITS

Years of employment

Average monthly salary (dollars)
10 20 30 40
B0 o o e e e m e eeemem $17.50 | $22. 50 | $27.50 2. 50
100_ . 22.50 1 32.50 | 42.50 51.25
280 e 27.50 42.50 | 53.76 61.25
200__ ... 32.50 | 51.25) 61.25 71.25
250__ 37.50 | 56.25 | 68.75 81.25

DEATH PAYMENTS (SEC. 203)

If an individual dies before age 65, his estate receives a payment equal to 3%
percent of his total wages received after December 31, 1936. If he dies after 65,
his estate receives the same amount less any benefits paid to him during his life-
time.

FEDERAL ADMINISTRATION

Old-age reserve account created in the United States Treasury to which there
is authorized to be appropriated each fiscal year after June 30, 1937, an annual
premium sufficient to provide for required payments under the title. The ac-
count draws interest at 3 percent (sec. 201).

Social Security Board determines qualifications and amount of benefits payable.
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TasLE IV.—Estimated appropriations, benefit payments, and reserves under title 11

{In millions of dollars]

ADDIO- | reerest | Bemefit | Balance
TFiscal year ending June 30— png)trion on pay- in

reserve reserve ment: reserve

0 1.9 253.7

7.6 7.2 767.5

23.0 14.5 1,299.5

38.8 22.0 1,973.6

59.2 20.7 2,810.3

84.4 52.8 3,656.6

109.8 94.2 4,642.1

139.3 142.9 5,765. 1

173.0 191.2 6,883.9

206. 5 249.2 8,132.7

243.9 314. 6 9, 509. 2

285.2 377.4 10, 877.0

326.3 442.1 12, 382. 4

371.5 505. 5 14,031. 7

615.8 887.8 22,115.7

844.2 1,379.9 29, 543. 9

1,040.9 1,844.0 35,898.5

1,210.9 2,303.5 41,366.7

1,341.8 2,872.1 45,368, 3

1,406.0 3,5611.3 46,942.7

The benefits payable in the early years of the operation of title II
will not in all cases be adequate to avoid the necessity of pensions
under title I. In such cases a supplemental pension may have to be
granted by the States, but this will be reduced by the amount of the
old-age benefits paid under title II. Tun later vears it should be verv
rare that any one who is paid an old-age benciit under title II will also
need an old-age pension. Through the enactment of title I1 the cost
of the Federal aid under title I in future years will be reduced by at
least one-half. Because not all old people will be eligible to benefits
under title I, the old-age assistance grants will have to be continued,
but the total costs will be very much less than they would be if title
II did not come into effect practically simultaneously. ‘

A considerable part of the population, however, 1s outside of title
II. Included in this excluded group are all agricultural workers,
domestic servants, employees of charitable, educational, and religious
organizations, all self-employed persons, farmers, professional people,
and proprietors and entrepreneurs. These groups include almost half
of all persons ‘‘gainfully occupied” as this term is used in the United
States Census. Many of these people will not be so greatly in need
of old-age assistance as the industrial workers to whom title II is
applicable, but large numbers are likely to be dependent upon the
public in their old age.

To reduce the cost of free pensions for these groups in the popula-
tion we deem it desirable that the bill should include provisions for
annuity bonds to be issued by the Treasury. We submit such provi-
sions in the new title XI. Recommendations for annuity bonds were
made by the Committee on Economic Security and included in the
original economic security bill. They were eliminated, however, in
the bill passed by the House. We rccommend that provisions to this
effect be restored.

Under title XI it will be possible for people of comparatively small
means who are outside of the scope of title II to make provisions for
their old age. We believe that annuity bonds such as are provided
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for in this title will not prove seriously competitive with private in-
surance companies. Insurance companies do not now sell any con-
siderable number of commercial annuities to individuals in small in-
stallments. People of small means are practically outside of the
commercial annuity field. The maximum annuity authorized under
title XI will be $100 per month and it is not contemplated that the
Government will have any sales organization. Scveral leaders in
the insurance field have publicly stated that they believe that the
Social Security Act will have the effect of increasing the annuity
business of the insurance companies, just as the enactment of the
War Risk Insurance Act increased the sales of life insurance.

A further important change in the parts of this bill dealing with old-
age security which we recommend is the amendment to section 202
to the effect that old-age benefits shall be paid only to employees over
65 years of age who are no longer regufarly employed. This was

rovided in the original bill but as the measure comes to the Senate
1t permits payment of old-age benefits to workers who have reached
age 65 but who still continue in regular employment. This is an
anomaly which we believe should not be permitted. There is no need
for payment of old-age benefits to employees who continue in employ-
ment. This feature of the House biﬁ materially increases the costs
and would have necessitated additional taxes in future years. The
amendment we suggest to section 202 will prevent anyone from
drawing an old-age benefit while regularly employed. This will
reduce the costs under title II by many millions of dollars in the
course of the decades.

UNEMPLOYMENT COMPENSATION

As has been so very evident in the trying years of the depression,
unemployment is the most important single cause of dependency.
It is a hazard which confronts all industrial workers, although it does
not affect all of them alike.

From 1920 to 1930 there were at all times an average of at least
1,500,000 industrial workers in this country who were mvoluntarily
unemployed. In the main, the unemployment which existed at that
time was of relatively short duration, being due principally to personal
and seasonal factors. But even in the ‘““twenties’’ there were many
workers who lost out through changes in technique and market
demands and who suffered long periods of unemployment.

But it is in periods of depression that unemployment is most serious.
Spread over the whole period of the business cycle from the beginning
of 1922 to the end of 1933, the best available statistics indicate that
unemployment among the industrial workers of this country averaged
15 percent, but 65 percent of the total unemployment in these 12 years
occurred in the 4 years of 1930 to 1933. Of all urban families on relief
more than 90 percent have become dependent upon the public for
support because the breadwinner or all breadwinners in the family
are without work.

Unemployment compensation (more commonly but less accurately
called unemployment insurance) 1s a device developed through world
experience, which has great value as a safeguard against the hazard
of unemployment. KEighteen countries now have nation-wide un-
employment insurance systems; 9 of them are on a compulsory basis
and the other 9 are voluntary systems subsidized by the Govern-
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ment. According to the latest available figures, more than 42,000,000
workers have the protection of unemployment insurance, principally
in the countries with compulsory laws. No country which has ex-
perimented with unemployment insurance, except Russia, has ever
abandoned it. The tendency has ever been to extend its scope. At
this time unemployment compensation is under consideration in
Canada as well as in this country.

In the United States there has been considerable interest in un-
employment compensation since the depression of 1920-21. Bills
for unemployment compensation have often been introduced in
American legislatures, but until 1932 all of them were defeated, prin-
cipally on the &rgument that no State can afford to handicap its
employers in competition with those of other States. In 1932
Wisconsin enacted an unemployment-compensation law which became
effective for the collection of contributions on July 1, 1934. This
year four additional States have already enacted unemployment-
compensation laws in anticipation of Federal action, namely, Wash-
ington, Utah, New York, and New Hampshire. Unemployment
compensation bills are pending in nearly all legislatures still in session
and special commissions have been created to study this problem in
several States whose legislatures have already adjourned.

The essential idea in unemployment compensation is the creation of
reserves during periods of employment from which compensation is
paid to workmen who lose their positions when employment slackens
and who cannot find other work. Unemployment compensation
differs from relief in that payments are made as a matter of right, not
on a needs basis, but only while the worker is involuntarily unem-
ployed. In all compensation systems the period during which com-
pensation is payable is limited in some relation to the previous period
of employment. Invariably there is a waiting period immediately
following unemployment during which no compensation is payable.
Thereafter compensation is paid at a stated percentage of the previous
wage, customarily with both a minimum and a maximum rate. Pay-
ment of compensation is conditioned upon continued involuntary
unemployment. Beneficiaries must accept suitable employment
offered them or they lose their right to compensation. After a
specified period of time the compensation is discontinued in any
event.

(As an illustration, the law enacted in New York this year pro-
vides a waiting period of 3 weeks, after which compensation is payable
at the rate of 50 percent of the previous full-time wages of the employee
but with 2 minimum compensation of $5 a week and a maximum of
$15 per week. One week of benefits are payable for each 15 days of
previous employment, with a maximum limit of 16 weeks of benefits
during any year.)

Such unemployment compensation is not a complete safeguard
against the hazard of unemployment. In periods of prolonged de-
pression many workmen will exhaust their compensation benefits
before they find other employment. This will hold true of some work-
men even in periods of prosperity. Supplemental to unemployment
compensation there will still be need for work relief for those whose
compensation rights have been exhausted, as well as for workers who
are outside of the compensation system.
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But unemployment compensation does have real value for many
workers. In normal times most workers will secure other employ-
ment before exhaustion of their benefit rights. Very recent British
reports indicate that even during the present period of depression
something like 55 percent of all insured workmen who have become
unemployed have found other work within 3 months. For the great
bulk of industrial workers unemployment compensation will mean
security during the period following unemployment while they are
seeking another job, or are waiting for a return to their old position.
In most cases the compensation they will receive will be all that they
will need. While unemployment compensation will not do away
entirely with the necessity for relief, it should very materially reduce
the costs of relief in future years.

Unemployment compensation is financed the world over through
contributions measured as a percentage of pay roll. These contribu-
tions are required either from the employers alone, the employers and
employees, or the employers, employees, and the State. While pay-
roll contributions of this kind have sometimes been called ‘‘sales
taxes’’ they are no more sales taxes than premiums paid for workmen’s
compensation insurance, which likewise are always measured on a
pay-roll basis. Sales taxes are taxes upon consumption for the
general support of Government, and are wholly unlike pay-roll
contributions for unemployment compensation. Partial compensa-
tion during a relatively short period following unemployment, while
s workman is seeking other employment or waiting to return to his
old job, is very properly to be regarded as a part of the legitimate
costs of production, to be paid for by the consumers.

This bill does not set up a Federal unemployment compensation
Eystem. What it seeks to do is merely to make it possible for the

tates to establish unemployment compensation systems and to
stimulate them to do so. This objective is carried out through
grants-in-aid to the States (in title III) for the administration of
unemployment compensation laws and through the imposition of a
uniform pay-roll tax on employers (in title IX) against which a credit
is allowed for contributions made by them to unemployment com-
pensation funds set up pursuant to State law.

The rate of the Federal tax is 1 percent for the year 1936, 2 percent
for 1937, and 3 percent in 1938°and thereafter. No tax will actually
be payable, however, until 1937. Against the tax a credit is allowed
up to 90 percent of the tax for contributions to State unemployment
compensation funds, which are established under laws which meet
the conditions prescribed in section 903. These conditions do not
prescribe what sort of unemployment compensation laws the States
shall enact; they are intended merely to make certain that the
States actually have unemployment compensation laws, rather than
mere relief measures. In States which have genuine unemployment
compensation laws the employers can present as a credit against the
Federal tax the contributions which they have made to the unem-
ployment compensation funds of these States. This credit, however,
15 allowed only up to 90 percent of the Federal tax, 10 percent being
payable into the Federal Treasury in any event.

This tax offset device is modeled after the provision in the Federal
estate-tax law, under which a credit is allowed up to 80 percent of
the Federal tax for amounts paid under State inheritance-tax laws.
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With a uniform tax and this offset device, employers in all States will
be put in an equal competitive position. No State can gain any
advantage through failing to establish an unemployment compensa-
tion system. This provision will equalize competitive conditions and
thus enable States to enact unemployment compensation laws without
handicapping their industries.

The interest throughout the country in unemployment compensa-
tion is such that it is to be expected that nearly all States will enact
unemployment compensation laws within a very short time. Five
States already have such laws and in 10 or more States the legislatures
are still in session and are prepared to act upon this subject as soon
as the Federal bill has become law. In other States action can be
taken in special sessions to be held later in the year. That this
involves no great hardship is indicated by the fact that in 1933, 35
States had special sessions of their legislatures, and 32 in 1934.

Except for a few standards which are necessary to render certain
that the State unemployment compensation laws are genuine unems-
ployment compensation acts and not merely relief measures, the
States are left free to set up any unemployment compensation system
they wish, without dictation from Washington. The States may or
may not add employee contributions to those required from the
employers. Of the 5 States which have thus far enacted unem-
ployment compensation laws, 2 require employee contributions,
and 3 do not. Likewise, the States may determine their own
compensation rates, waiting periods, and maximum duration of
benefits. Such latitude is very essential because the rate of unem-
ployment varies greatly in different States, being twice as great in
some States as in others.

Under the bill, as we recommend that it be amended, the States
will also have freedom of choice with regard to the type of unemploy-
ment compensation law they wish to enact. Three different types
are represented in the five laws thus far enacted. In the New York
and the Washington laws, there is a pooled unemployment insurance
fund, in which all contributions are commingled and from which pay-
ments of compensation are made to unemployed workmen without
reference to the employer for whom they work.

Utah and Wisconsin have unemployment compensation laws of the
individual employer account type. In these laws the contributions
of each employer are segregated, and payments of compensation
therefrom are made only to workmen of these particular employers
who become involuntarily unemployed. New Hampshire has still
another type, providing for a pooled unemployment insurance fund
from which all payments are made, but in which the employers’
contributions are segregated (for accounting purposes only) and
charged with their own costs, with a view toward readjustment of
the rate of contributions which these respective employers must make
to the pooled fund in accordance with their own experience. Under
the House bill, all States are required to have pooled unemployment
insurance funds. This would compel New Hampshire, Utah, and
Wisconsin to drop their present laws and start all over again. In
Wisconsin, it would require the return of the $5,000,000 collected
during the past year for unemployment compensation purposes to
the employers from whom collected, the workmen in that State losing
the advantages of these reserves already accumulated.
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There are good arguments to be made in favor of each of these
types of unemployment compensation laws. In accordance with the
entire spirit of the Social Security Act, we believe that the Federal
Government should not attempt to dictate to the States which type
of unemployment compensation law they should adopt. The amend-
ment we suggest to the House bill will eliminate all such dictation
and leave the States free to decide for themselves which type best
suits their peculiar conditions.

To effectively carry out this purpose, we propose, as a further
amendment, a provision that the Federal Government shall recognize
credits in the form of lower contribution rates which may be granted
by the States to employers who have stabilized their employment.
Provisions for such credits are included in the New Hampshire, Utah,
and Wisconsin laws. The Commiftee on Economic Security recom-
mended that such credits should be recognized in the Federal law,
subject to certain restrictions. The House eliminated this part of the
committee’s proposals, consistent with its determination to permit
only one type of unemployment compensation law,namely, the pooled-
fund type. As we deem it desirable to permit the States freedom of
choice in this respect, we also believe that the Federal law should
provide for recognition of credits allowed by the States to employers
who have regularized their employment. In his message dealing with
the subject of social security, the President urged that unemployment
compensation should be set up under conditions which will tend
toward the regularization of employment. All unemployment can-
not be prevented by any employers, but many employers can do
much more than they have done in the past to regularize employ-
ment. Everyone will agree that it much better to prevent unem-
ployment than to compensate it.

The same fundamental idea that unemployment compensation
should be set up under conditions which will tend toward the stabiliza-
tion of employment, rather than the reverse, underlies another im-
portant feature of the plan recommended—that of vesting in the
Federal Government the responsibility for the investment of all unem-
ployment reserve funds. This method of handling the reserve funds
was suggested by the President in his message of June 8, 1934, and
again In his social security message of January 17, 1935. It was
included in the House bill, and has not been changed by any amend-
ment that we recommend.

The plan contemplated is that contributions to State unemploy-
ment compensation funds, whether of the pooled or individual em-
ployer account type, shall be deposited in the United States Treasury
n a trust fund 1n which a separate account is to be maintained for
each State which has an unemployment compensation law. The
money so deposited is to be invested by the Treasury, and interest is
to be paid thereon at a rate equal to the average rate of interest borne
by all interest-bearing obligations of the United States, adjusted to
the multiple of one-eighth of 1 percent next lower to such average rate.
The Treasury may invest these funds either in outstanding oligations
of the United States or obligations which are guaranteed as to prin-
cipal and interest by the United States, or may issue special non-
negotiable obligations bearing the speciﬁed rate of interest. When
these reserve funds have to be liquidated, the Treasury does not
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necessarily have to sell the securities but can acquire them for the
United States, or, in the case of the nonnegotiable certificates, merely
cancel them as they are paid. The States can draw upon the un-
employment trust fund solely for unemployment compensation pur-
poses, but it is intended that they shall be able to get the amounts
standing to their credit as needed.

It is contemplated that the withdrawals will be rather large amounts,
the Treasury serving merely as the banker and trustee of the funds,
while the States will make the actual payments of compensation to
the individuals entitled thereto.

This method of handling the unemployment reserve funds recog-
nizes the fact that demands upon such reserve funds will vary greatly
with changing economic conditions. They will be drawn upon
most heavily in the early stages of depression. At such times, if the
reserve funds are not handled as required in this bill, it would be
necessary to sell the securities in which they are invested. In the
early stages of depression there is almost certain to be a glut in the
security market. If at such times it is necessary to sell the securities
in which the unemployment reserve funds are invested at any price
they will bring, considerable losses are almost certain to be sustained
and the net effect will be to increase the tendency toward deflation.
Had unemployment compensation been inaugurated in 1922 through-
out the country with a 3-percent contribution rate, the reserve funds
which would have been available when the depression set in in 1929
would have totaled at least $2,500,000,000. The dumping on the
market of such an amount in securities in a period when there is
already a pronounced tendency toward deflation, would offset any
open-market operations of the Federal Reserve Board to maintain
credit stability.

The plan provided in the bill avoids all of these difficulties. Securi-
ties will not have to be dumped on the markets in order that the
reserve funds may be liquidated. Instead of increasing the tendency
toward deflation, the handling of the reserve funds in the manner pro-
vided in the bill will make possible their use to promote stability,
When depression sets in, the funds can be liquidated without actual
sale of the securities on the markets, and, since they will be used to
pay compensation to unemployed workmen, the net effect will be to
maintain purchasing power without any offsetting effects toward
deflation.

The proposals relating to unemployment compensation, viewed
as & whole, are, we believe, practical and distinctly worth putting
into operation. The depression has demonstrated how very costly
it is to make no provisions for future unemployment. This country
has expended far more for unemployment relief during this depres-
sion than the total expenditures of all other countries that have
unemployment compensation systems during the entire time these
systems were in operation. Unemployment compensation will not
completely eliminate the necessity for unemployment relief. To the
extent, however, that unemployment reserves are accumulated, they
will reduce the necessity for relief. In normal periods, unemploy-
ment compensation will provide a sufficient safeguard for most of the
unemployment that will occur, and in depression periods, will very
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materially reduce the burden of relief costs. It will tend to maintain
purchasing power at times when most needed, and should encourage
the regularizatior. of employment. .

Unemployment compensation, under the plan we propose, will not
involve any impossible burdens on employers, or materially in-
crease costs to consumers. No Federal tax will be payable under
title IX until 1937, and the rate then will be only 1 percent of the
pay roll. The maximum rate under this title will be 3 percent, which
will not come into operation until the third year. Since this rate is
computed upon the pay roll, it affects only the labor item in the cost
of production. For all manufactured goods, the direct labor costs, as
shown by the Census of Manufacturers of 1933, averaged only 21
percent of the value of the manufactured products. The total labor
cost, including all stages of production and distribution, amounts to
less than two-thirds of the consumer’s cost. However, large groups
of workers (agricultural workers, employees in small establishments,
etc.) embracing approximately one-half of all gainful workers will not
be brought under unemployment compensation. This means that,
on the average, a l-percent contribution rate for unemployment
compensation purposes will increase costs to the consumers by onl
about one-third of 1 percent. Such small increased costs may weﬁ
be offset by reductions in costs brought about through regularizing
employment and maintaining the purchasing power of unemployed
workers.

The present is a most opportune moment for launching unemploy-
ment compensation in this country Not only is there great interest
in the subject, but with improving industrial conditions, there is
every prospect that considerable reserves can be built up in the next
years. While many workmen are still unemployed, the turnover rate
1n industry is now much less than in the best years of the past decade.
Should the establishment of unemployment compensation funds be
delayed, the reserves which will be available when the next crisis
comes will be correspondingly lessened and the burden of relief costs
increased.

Unemployment compensation in this country has been long delayed.
The principal explanation is that the States have not been able to
establish unemployment-compensation laws because, in doing so, they
would have been compelled to handicap their industries in competi-
tion with those of other States not having such laws. Under the plan
proposed in this bill, this handicap will be removed, and it will be
possible to set up unemployment-compensation laws through State
action.

SECURITY FOR CHILDREN

The heart of any program for social security must be the child.
All parts of the Social Security Act are in a very real sense measures
for the security of children. Unemployment compensation, for
instance, will benefit many children in the homes of unemployed
workers; and even old-age pensions and old-age benefits will in many
cases Indirectly aid children in families whose resources have been
drained for the support of aged grandparents.

In addition, however, there is great need for special safeguards for
many underprivileged children. Children are in many respects the
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worst victims of the depression. The relief census of October, 1933
disclosed that 42 percent of all persons on emergency relief were
children under 16 years of age, although this age group constitutes
only 31 percent of the total population. If this percentage still
holds good there are now above eight million children on emergency
relief. As the House Ways and Means Committee well stated:
“With so many children now growing up under the abnormal condi-
tions involved in relief and the many hardships created through the
depression, it is imperative that everything possible be done to offset
the demoralizing and deteriorating effects of the great disaster that
has befallen this country.”

Many of the children included in relief families present no other
problem than that of providing work for the breadwinner of the
family. These children will be benefited through the work relief
program and still more through the revival of private industry.
But there are large numbers of children in relief families which will
not be benefited through work programs or the revival of industry.

These are the children in families which have been deprived of a
father’s support and in which there is no other adult than one who is
needed for the care of the children. These are principally families
with female heads who are widowed, divorced, or deserted. A careful
estimate based upon surveys in many different communities indicated
that in the fall of 1934 there were above 350,000 families of this
character on emergency relief rolls, with above 700,000 children under
16 years of age included among their members.

With no income coming in, and with young children for whom
provision must be made for a number of years, families without a
father’s support require public assistance, unless they have been
left with adequate means or are aided by friends and relatives. No
less than 45 States have enacted laws to meet the particular needs of
such families. These are the mothers’ pension laws under which aid
is given to the dependent children on a basis similar to old-age
pensions. Through cash grants adjusted to the needs of the family 1t
1s possible to keep the young children with their mother in their own
home, thus preventing the necessity of placing the children in insti-
tutions. 'This is recognized by everyone to be the least expensive and
altogether the most desirable method for meeting the needs of these
families that has yet been devised.

But while 45 States have made provisions for mothers’ pensions,
there are at this time more than three times as many eligible families
on emergency relief as are in receipt of mothers’ pensions. In three
of the 45 States with mothers’ pension laws no such pensions were
paid in 1934. In many other States pensions were paid only in some
counties; in fact, mothers’ pensions are now being paid in less than
one-half of all counties in States which have mothers’ pension laws.
Where pensions are allowed the grants are often inadequate, the
average per month per family ranging from $7.29 in the lowest State
to $60.14 in the highest.
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TaBLe V.—Estimated number of families and children receiving aid with respect
to dependent children under State laws and estimated expenditures for this purpose

[Based on figures available Nov. 15, 1934]

Estimated present annual expenditures
Nm“ﬁ}’negsd I‘{’ﬁggnof for ald, local and State
Btate recelving | benefiting
ald | fomdld | gy Local State
Total 109, 036 280,565 | $37,487,479 | $31,621,957 | $5, 865,522
Alabama !
Arizona.__ 106 879
kansas )
alifornia 7,056 17,642
olorado 562 1,435
Connecticut.___ ... S, 1,271 3,276
Delaware. 348 856
District of Columbia ..o e __.. 209 720
Florida.. 2, 564 6,164
Qeorgiai.. —
Idaho. 230 619
Tlinois 6,217 14, 802
Indiansa. 1,332 38, 856
Towa___ 8,627 9,170
Kansas. _ 768 1,097
Kentucky... 137 356
Louisi 88 229
Maine 817 2,124
Maryland.__. 267 694
Massachusetts 8,939 11, 817
Michi 6,938 18, 039
Minnesota 8,597 9,152 1,138,176 1,138,176 | _____
Mississir?pi )
Misson 336 874 93, 440
Montana__ 839 1,969 213,623
Nebraska ' .- 1, 654 4,300 272,036
Nevada 200 520 44, 035
New Hampshire - 260 761 82, 440
New Jersey 7,711 18,789 2, 445, 564
New Mexico 3, .
New York 28,403 56, 524 11, 731, 176
North Carolina 314 947 58, 766
North Dakota_ _.oove e __ 978 2,644 238, 314
Ohio________ 8,923 24,470 2,116, 908
Oklshoma____. .. _____.._._______ 1,896 5,166 123, 314
Oregon.___ 1,040 2,259 247, 140
Pennsylvania. 7,700 22,587 3,107, 640
RhodelIsland____________.____________ 513 1,666 , 252
South Carolina t .- .
Bouth Dakota_______._____. . _._.__ 1,260 3,824 285, 986
Tennesses. _.. 241 627 71,328
Texas _ 332 43, 987
Utah___ 622 1,617 78, 651
Vermont - 206 46,976
- 138 545 33,876
Washington.___..__________.__ [ 3,013 7,834 619, 538
West Virginia - 108 1 16, 086
Wi n.._ 7,173 17,932 2, 180, 790
‘Wyoming - 95 279 22,204
1 No Btate law.
! Law not in operation.

Source: U. 8. Children’s Bureau.

There is great need for expansion in actual operation of the mothers’
%ﬁsmn laws and in many States for the liberalization of the pensions.
Vhen the Federal Government turns back to the States the respon-
sibility for the unemployables, the number of families for whom
mothers’ pensions should be provided will be more than doubled.
Many States will be unable, without some assistance from the Federal
Government, to assume this additional cost, with a net result of great
suffering and damage to the children in these fatherless families. It
18 for this reason that title IV proposes to inaugurate a policy of Fed-
eral grants-in-aid to the States based upon their expenditures for
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mothers’ pensions. These grants-in-aid are made under conditions
very similar to the grants for old-age assistance. Instead of equal
matching, however, the Federal Government under title IV will only
pay one-third of the total cost, subject to the maximum limitations
specified in section 403 (a). Tt is believed that this aid will prove
sufficient to bring about a substantial extension of the mothers’ pen-
sions. This program does not represent an attempt to dictate to
the States how they shall care for families of this character, but is
recognition of the fact that many States need aid to carry out the
policy which they have already adopted.

Another large group of children who stand in great need of protec-
tive measures are the homeless and neglected children. There are in
this country approximately 300,000 dependent and neglected children,
three-fifths of whom are cared for in Institutions, and the remainder
in foster homes. There are also about 200,000 children who annually
come before the courts of this country as delin uents, and there are
large numbers of other children requiring special care. As stated by
the House committee, these children.‘‘are in many respects the most
unfortunate of all chﬂdren as their lives have already been impaired.
To repair these damaged hves, as far as possible, and to keep these
children from becoming a permanent burden to society, child-care
services have been established in most urban centers, but in less
populous areas they are exceedingly limited or nonexistent.”” Public
child-care services now exist in less than 5 percent of all counties
whose population is less than 30,000. Such services are badly needed
in all communities. Expenditures for such services are very worth-
while, as they tend to reduce future costs of dependency and delin-
quency. To stimulate the development of these badly needed child-
care services, especially in areas which are predominantly rural, a
small amount of Federal aid (which does not have to be matched) is
authorized in title V.

Another provision in the same title gives Federal aid to the States
for the hospitalization and aftercare of crippled children. There are
from 300,000 to 500,000 crippled children in this country, among
whom the largest smole group consists of the victims of infantile
paralysis. Early treatment in many of these cases can restore
these children to an almost normal physical condition, while the
failure to provide such treatment will result not only in lifelong
physical impairment, but often in public dependency.

For many years, various private organizations have carried on a
most notable work for these crippled children, and the first State
hospital devoted to crippled children dates back to 1897. Within the
last decade there has been a great extension in the work for crippled
children financed from public funds. There are some appropria-
tions for this purpose in 25 States, and no less than 19 have State
hospitals in which crippled children are treated. The work done so
far, however, is small in proportion to the need. About 1 child in
every 100 is crippled, and only a small percentage of the crippled
children have thus far received timely treatment.

In title V the Federal Government undertakes to do its part for
these unfortunate children. It is not contemplated that the Federal
Government shall directly undertake hospitalization and treatment,
but_that it shall give aid to the States which are engaged in this
work. This aid is required to be matched and it is hoped will stimu-
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late many States which are not now doing anything for the crippled
children, to do work in this field. )

Another aid provided for in title V is for maternal and infant
welfare. The Federal Government extended aid for this purpose to
the States from 1922 to 1929. In that period all but three States
cooperated in this work. In 1928 the States appropriated a total of
$2,158,000 for infant- and maternal-welfare services. When the
Federal aid was terminated in 1929, most of the States increased
their appropriations from State funds, many of them making up the
entire loss of Federal aid. Since then, due to financial stress, the
appropriations have been greatly reduced, totaling in 1934 omly
$1,157,000. Nine States now do not work at all in this field and
many other States do very little.

The United States has a higher maternal death rate than nearly all
other countries. Childbirth 1s the second most important cause of
death among women in this country of the ages 20 to 45. Both
maternal and infant death rates have been decreasing, but principally
in parts of the country where there are adequate maternal and child
health services. Such services are far from adequate in many rural
counties. Prior to 1929 the infant mortality rate was lower in rural
than in urban districts, but since then the reverse has been true.
Within the last years, also, the maternal mortality. rate has been

eater among mothers residing in rural areas than among those

ving in cities.

As these facts indicate, there is great need for a revival of Federal
aid. What is contemplated is not merely the same type of service
which was given through Federal aid from 1922 to 1929, but a
program stressing particularly the rural areas and the smaller com-
munities. It is not contemplated that the Federal Government shall
directly engage in any of this work, but that it shall give aid to the
States for this purpose, particularly to develop adequate local services,
in cooperation with existing agencies.

VOCATIONAL REHABILITATION

There are somewhat more physically handicapped adults in this
country than handicapped children; many are handicapped from
birth or childhood, others become handicapped later in life as the
result of accident or disease. Many of these physically handicapped
people become a public charge or a heavy drain upon the resources
of relatives,

The most effective work that has been done for them is vocational
rehabilitation, which includes training for self-support and assistance
in finding employment. The Federal Government has given aid for
this WOI‘E since 1920, but heretofore only on a short-time basis. All
but three States are now cooperating in this work. About 70,000
physically handicapped persons have been vocationally rehabilitated
since this - work was inaugurated, but large as is this figure, there is
still great need for expansion of the service.

In recognition of the fact that vocational rehabilitation of the
thswally handicapped is essential to a reasonably adequate program
oI economic securlty, a permanent authorization for Federal aid for
this purpose is included in title V of this bill. The same provision
also authorizes an increase of approximately 50 percent over the pres-
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ent appropriation. This appropriation is required to be matched by
the States and expenditures are authorized only for the same purpose
as heretofore.

PUBLIC-HEALTH SERVICES

Everyone will recognize the close relationship between health and
economic security. Illness is one of the major causes of dependency
and represents one of the greatest sources of economic waste.

Notable progress has been made in reduction of death rates and
extension of life expectancy. This progress is due to many different
causes, among which public-health work is one of the major factors.
The decrease in death rates has been due more to the control of a
relatively small number of contagious diseases than to any other
cause and this control has been very largely developed through public-
health agencies.

Despite the very notable progress which has been made, prevent-
able deaths are still exceedingly numerous. There are 30,000 typhoid
fever cases in this country annually and 49,000 cases of diphtheria,
to mention only 2 diseases which are completely preventable.
There are over 50,000 deaths each year from infectious diseases,
which are largely, if not entirely, preventable. In the depression
period there has been a great increase in the need of public-health
services. Studies made by the United States Public Health Service
have disclosed a sickness rate in urban families which have suffered
the most severe loss of income, of 50 percent greater than that of their
more fortunate neighbors. In 1934, for the first time in many years,
the urban death rate in this country actually increased and that
without any serious epidemics.

Perhaps the greatest need for expanded public-health services, how-
ever, exists in rural communities. Only 528 of the more than 3,000
counties in the United States have full-time health officers, and in
many of these counties the service is inadequate in relation to the
population and the existing problems. Quite naturally, it is in the
poorer States that the greatest need exists for the expansion of public-
health service. Despite the increased need, appropriations for public
health have been reduced during the depression period by approxi-
mately 20 percent.

The Federal Government has long recognized that it has some
responsibilities for the health of the American people. It has often
made sizeable appropriations to combat epidemics and to provide
health services in emergencies. Since 1920 it has also given some aid
regularly to the States for their State and local public-health services.
Like other public-health appropriations, however, this aid has been
reduced during the depression.

The needs of the present situation require the development of a
comprehensive Nation-wide public-health program in cooperation
with the State and local public-health authorities. Particularly
necessary is the extension and strengthening of public-health services
in rural and other areas which are without adequate services of this
kind. To this end, greatly increased Federal appropriations are
imperative. As contemplated in title VI, these increased appropria-
tions should be devoted mainly to building up their State and local
public-health services. In the allotment of this aid, wide discretion
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must necessarily be vested in the Surgeon General of the United
States Public Health Service and the Secretary of the Treasury, since
health needs, particularly in relation to emergencies, are unpredictable.

AID TO THE BLIND

Title X is a new provision, which was not included in the bill as it
came from the House. This bill provides for Federal aid to match the
expenditures of the States for blind pensions. This aid is granted
under the same conditions as is aid for old-age assistance under title I.
The Federal aid is limited to a maximum of $15 per month in any case.
The administration of the title is vested in the Social Security Board.

The 1930 Census listed 63,489 people as be ing blind. The Census
Bureau itself, however, recognizes that this is an under-statement of
the number of people who are blind. In all probability there are not
less than 100,000 people in the United States who are blind in the
sense that they have no useful vision whatsoever.

The great majority of the blind falls in the older age groups. Of
all of the blind listed in the census, 28,113 were above 65 years of

e and 17,814 between 45 and 64 years of age. Nearly 45 percent
g% all of the blind were over 65 years of age, as contrasted with but
5.4 percent of the general population in this age group. Much blind-
ness is due to diseases which normally develop rather late in life.

Blindness is recognized by everyone to be one of the most serious
of physical handicaps. Partly because of the fact that blindness so
often develops late in life and also because of the relatively small num-
ber of occupations which are suitable to the blind, the great majority of
the people who are afflicted with blindness are dependent upon others
for support. Less than 15 percent of all blind people are reported in
the Census as “gainfully occupied”. Of those gainfully occupied only
a relatively small number are entirely self-supporting. While it is
very desirable that the blind should {e encouraged and assisted to
become self-supporting, it must be recognized that many will always
need assistance. Even younger blind people will frequently need
help; until they have established themselves.

In recognition of the need of the blind for assistance, 24 States have
enacted blind pension laws, twa of them this year. Data upon the
ogeration of these laws are given in table VI. With statistics avail-
able only from 18 States, it appears that in these States 22,861 persons
were in 1934 recipients of blind pensions. The total amount expended
for this purpose from State and local funds exceeded $5,000,000,
although the average pension grants were only $18.25 per month.

A reasonably adequate security program cannot ignore the blind.
Social work among the blind is important, but their greatest need,
particularly among those in the older age groups, is actual financial
assistance. Only one-half of the States are now providing such assist-
ance and many of these States only very inadequately. Through
Federal aid on the same basis as for old-age assistance, all States will
be enabled to make adequate provisions for the support of those of
the blind who are in need and dependent upon the public for support.



TasLe VI.—Data on the operation of blind pensions in the United States, 1934

Blind Amount disbursed A
ind popu- verage
Pensioners lation, 1630 pension Comments !
State County Total
United States_ . .- e 22,861 63, 489 $2, 471,604 $2,705,648 | 385,177, 252 4818.25

Alabama._ ___________ i) LA e e
AFIZODA. - oo e ccccae] 288 e e e
Arkansas__ ) ®) ®)
[9F:137 (579 411 S 857, 468 1,314, 936 32.86 | March 1935 data; annual disbursements com-

puted from March data. =
Colorado._ ... 75, 000 140, 000 15.47 | 53 out of 63 counties granting aid. as]
Connecticut . oo memmmcfeemcmcmmmeeen] BB || mam =]
Delaware_____ e e 10T e[
District of Columbia... ) IR (R ¢ v SOOI MO JI o
T <L TS S N -: 1 ) I - g
Georgia. - 16, 689 16, 689 15.12
Idahg. [ 1 IS €. ' 1 (o SR NP IS 21 out of 44 counties reporting. '.;
Tllinois ® 435, 800 732, 400 ®) Data for 29 counties for 1931-32. o
Indiana (enacted ip 1935) oo cecmcamo ool 2204 | mmsme e e ecccc oo
JOWB - oo oee e ean ® 235, 767 235, 767 ® Data for fiscal year 1933-1934. %
Kagsas._. 73 10,028 10,028 11.45 | 19 counties reporting, &
Kentueky.. - 384 42,209 42, 209 9.16 | 14 counties reporting out of 120. I=!
Louisiana___ 420 63, 000 63, 751 12,50 | 54 counties reporting. o
Maine___ 922 | 626 148,317 Joooeoiao.- 148, 317 13.33 =
Maryland .. . 30 3,013 3,013 8.37 | 4 counties reporting out of 24. H
Massachusetts - H
Michigan
Miunnesota. J - ™
Mississippi R
Missouri- - 4,336 | 3,879 e[ -
Montana - R - - ., A
Nebraska. 417 42,914 42,914 8.58 | 41 counties reporting out of 93.
Nevada. 3 910 910 25.28 | 4 counties reporting out of 17.
New Hampshire. 79 7,483 7,483 7.89 | & counties reporting out of 10.
New Jersey. 372 91, 091 92, 103 21.98
New MexiCo_ oo mmm e e em 607 [--- —_—
New York:

State excluding City. . occaeoaooon 710 4,418 | el 183, 670 183, 670 21.00
New York City. 1,490 i_____ 200, 000 200, 000 11.11

t Where no specific mention is made, data is for the end of 1934; 22 States had blind pension laws on Jan. 1, 1935; 24 on May 15, 1935.

* Number of pensioners for those 18 States with data available. i . .

3 Total amount disbursed for those 19 States with data available. Pennsylvania disbursements doubled to take into account the fact that only a half-year report is available,

:ﬁveﬁe pension for those 17 States with data available weighted according to number of pensioners in each State to total number in 17 States. o
0 data.
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TaBLE VI.—Data on the operation of blind pensions in the United States, 1984—Continued

Amount disbursed

: Blind popu- Average
Pensioners | ‘. tion, 1930 j pension Comments *
State County Total
North Caroling .- oo oo feemee 1,318 P -
North Dakota.._.._. R - b O FEOSU AR JUOUR SIS DR
Ohio_____. 5,152 4,154 |_ X 71 counties reporting out of 87.
Oklahoma. ... - 1,167 |- IS RSOy SRy DA UOUPR RN DSOS
Oregon_____ - 496 |___ —- -
Pennsylvania__._____ .. ______ 4,373 $651, 228 Data for 1ast 6 months of 1934,
Rhode Island. 347 f.... -
South Carolina_ 1,028 |_
South Dakota____.___.__ 253 |-
Tennesses._. 1, 540
2,606 |.
238 oo 3 counties reporting out of 29.
223
Virginia___._ 1,405 1 ____._.
‘Washington.__ 792 | oo 13 counties reporting out of 39; disbursements for
i R part of the yaar only.
West Virginia )T 20 DR U SR AN
Wisconsin..._.._._... * 1, 530 O] (O] (O] )
Wyoming (enacted in 1938) .. ocomo ool o_ i 2 [OOSR ISR RUN SO

¥ No data. .
Source: U. 8. Bureau of Labor Statistics and Committee on Economic Security. Data is preliminary and subject to revision.
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APPROPRIATIONS AUTHORIZED

Aside from amounts authorized for administrative expenses
(amounting to a sum in the neighborhood of $3,500,000), appropria-
tions authorized under this act for grants to the States amount to
$94,491,000 for the fiscal year 1936.

TaBre VII.—Appropriations authorized for granis-in-aid to the States (exclusive of
title I1I) for the fiscal year ending June 30, 1936

Old-age assistance _ _ _ _ . _ oo $49, 750, 000
Aid to dependent children_ _ .. . __ .. ______. 24, 750, 600
Maternal and child health_ _ __ . _________ . __. 3, 800, 000
Crippled children_ _ _ oo 2, 850, 000
Child welfare_ __ _ e 1, 500, 000
Vocational rehabilitation____ __ __ ___ __ __ . _ e __. 841, 000
Public health_ _ _ _ __ __ - 8, 000, 000
Aid to the blind - - _ L e e 3, 000, 000

Total . . €4, 491, 000

Note.—In future years the first two items and the last item will increase in
accordance with the increasing cost of old-age assistance aid to dependent chil-
dren, and aid to the blind.

In addition to these sums, there are authorized annual appropria-
tions to the old-age account, estimates for which are shown in table IV
of this report. There is also authorized an appropriation of
$4,000,000 for the fiscal year ending June 30, 1936, and $49,000,000
for each subsequent fiscal year to make the payments to States under
title III for the cost of administering their unemployment insurance
laws.

TAXES

Two types of taxes are levied in title VIII, namely, (1) an income
tax upon employees, and (2) an excise tax upon employers based upon
wages paid. The provisions of these taxes are summarized in table
VIII and the estimated number of employees covered and the reve-
nue receipts are given in the tables following.

Tasve VIII.—Summary of provisions relating to tazes under title VIII
COVERAGE (SEC. 811(b))

Employment in any service performed within the United States, Alaska, and

Hawaii, or upon vessels documented under the laws of the United States, except:

1. Agricultural labor.

Domestic service in a private home.

. Casual labor not in the course of employer’s business.

Employees of the United States Government.

. Employees of a State or political subdivision.

Employees of institutions operated for religious, charitable, scientific,
literary or educational purposes, or for the prevention of cruelty to
children or animals, and which are not operated for profit.

SO0

RATES (WAGES OF ANY INDIVIDUAL IN EXCESS OF $3,000 PER YEAR NOT COUNTED)

Income tax on employees (sec. 801): Percent
1937, 1938, and 1989 - _ - .o 1
1940, 1941, and 1942 _ . .. o e e 1%
1943, 1944, and 1945_ _ .. 2
1946, 1947, and 1948 _ .. Il IIT_IIITCCIITTIIITIIIT 21

1949 and thereafter__ . o e m 3
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TasLE VIII.—Summary of provisions relating to taxes under title VIII—Continued

RATES (WAGES OF ANY INDIVIDUAL IN EXCESS OF $3,000 PER YEAR NOT COUNTED)—
continued

Income tax on employees collected by employer by deducting the tax from
wages. (Sec. 802a.)

Excise tax on employers (sec. 804): Perceut
1937, 1938, and 1939 _ _ _ e 1
1940, 1941, and 1942 _ _ _ __ e eeeem 1%
1943, 1944, and 1945 _ _ e 2
1946, 1947, and 1948 _ _ _ e 214
1949 and therealter________ - 3

FEDERAL ADMINISTRATION

Taxes collected by Bureau of Internal Revenue under direction of Secretary of
Treasury and paid into United States Treasury as internal-revenue collections
(sec. 807a).

Taxes collected either by making and filing retyrns or by stamps, coupons,
tickets, books, or other reasonable devices or methods as prescribed by the Com-
missioner of Internal Revenue, who furnishes to the Postmaster General a suit-
able quantity to be kept on sale at post offices (sec. 809).

TasLe IX.—Estimate of number of employees covered under the taxr provided in

title VIII
[Based upon 1930 census]
Total number of gainful workers. ___ .. ________._______________ 48, 830, 000
Total number of owners, operators, self-employed (including the
professions) _ _ _ _ _ __ ____ e e 12, 087, 000
Total of workers excluded because of occupation (farm labor, do-
mestics, teachers, and governmental and institutional workers)._ 9, 389, 000
Total number of workers in eligible occupations___ .. _____._... 27, 554, 000
Excluded:
Casuals_ .. e 500, 000
Over 65 . e, 1, 050, 000
————— 1, 550, 000
Estimated coverage. . _ . e 25, 804, 000

TaBLE X.—Revenue estimates (from taxes on employees and employers imposed
by title VIII, sec. 801 and 804)!

Fiscal year | poyimated fig- Fiscal year | poyipated. fis-
Combined rate of tax ”ﬁlt‘;ed cal year re- || Combined rate of tax mcelmt\(r)ed cal year re-
Treasury celpts Treasury celpts
1937 $278, 800, 000 1944 $1, 185, 900, 000
1 560, 200, 000 1045 1, 196, 900, 000
1939 565, 600, 000 1946 1, 359, 400, 000
1940 714, 600, 000 1047 1, 523, 300, 000
1941 864, 800, 000 1048 1, 536, 900, 000
1042 873, 000, 000 1949 1, 7086, 300, 000
1843 1, 028, 800, 000 1950 1, 877, 200, 000

1 Each of the 2 taxes is estimated to produce ¥ of the total receipts shown.

Title IX provides an excise tax upon employers of four or more
employees, with certain classes exempted, starting at 1 percent of
wages paid in 1936, 2 percent in 1937, and 3 percent in 1938, and
thereafter. A credit o? up to 90 percent of this tax is allowable

for payments into State unemployment compensation funds meeting
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certain conditions. The details of this tax are set forth in the second
part of this report, and the operation of the tax is discussed under
the section above on unemployment compensation. The estimated
number of employees covered and the revenue receipts are given in
the tables below.

TasLe XI.—FEstimate of number of exployees covered under the tax provided in
title I X

[Based upon 1930 Census]

Total number of gainful workers_ _ _ .. .. ___________ 48, 830, 000
Total number of owners, operators, self-employed (including the
professions) - _ - . o 12, 087, 000
Total of workers excluded because of occupation (farm labor, domes-
tics, teachers, and governmental and institutional workers)_.____ 9, 389, 000
Total number of workers in eligible occupations__ .. ____.___ 27, 354, 000
Estimated number of workers attached to establishments with 3 or
less eMEPlOYees - . o oo e 2, 600, 000

Estimated number of workers attached to establishments of
4 and more employees (including unemployed) April 1930_ 24, 754, 000
Average 1936 (4-percent increase) . . _ - oo ... 25, 744, 000

The actual number of employees covered by the tax would be considerably
smaller than 25,744,000 due to unemployment. All workers employed during a
part of the year, however, in establishments covered by the tax, would be covered
with respect to that employment.

TasLE XII.—Revenue estimates (from tax on employers of 4 or more under title IX,
with no allowance for 90 percent credit)

Fiscal
year .
Calendar year with respect to which tax is levied re(izgit\(’)ed Ers:égixgggd R’:a“; of
Treasury

Percent
19836 o e cccccecieeea 1937 $247, 000, 000 1
1687l : 1038 | 596,000, 000 3
1088 e e mrc et ——— 1939 826, 000, 000 3
1939 e m e e m e ac e s mm— e e e tem eme e 831, 000, 3
1940 O, 1941 838, 000, 000 3
1942 .l ———- 1943 849, 000, 000 3
1045 e m—————— 1948 876, 000, 000 3
1950 o e et ———————— 1951 908, 000, 000 3

Norz—The tax levied by title IX is subject to a credit of 90 percent of the amount of such tax for con-
tributions into State unemployment {unds. Therefore the minimum amount of revenue each year from
this tax will be 10 percent f the above amounts. What part of the above estimates, greater than 10 percent
of same, will be retained by the Treasury is problematical, being dependent on the number of States
enactirg unemploymekt insurance laws, and the rates and coverage thereof,

CONCLUSION

The depression has demonstrated the great cost to the public, as
well as to the victims, of the failure to make timely provision for
social security. The vast amount of human suffering and the enor-
mous relief costs, which inevitably will result in increased taxes, show
conclusively the folly of failure to give thought to the security of men,
women, and children.

Complete security is unattainable and it well may be doubted
whether absolute security is desirable. That we must have a greater
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degree of security than has prevailed heretofore, however, if our social
or(ilr is to endure, is tragically evident.

In the words of the President, a complete program of economic
security, ‘“because of many lost years, will take many future years to
fulfill.” The Social Security Act will not usher in the millennium.
Like all major new legislation, it will doubtless, in the course of time,
have to be supplemented and changed in many material respects.
But, it represents a beginning which has long been overdue and whose
effects, as far as they can be foreseen, will be distinctly beneficial.

There is nothing revolutionary in any of the innovations in this bill.
Every measure proposed has been tested by world experience and
found practical. And every measure proposed is in accord with the
tried American institutions and traditions. Again to quote the
President, we seek security ‘‘ through tested liberal traditions, through
processes which contain all the deep essentials of that republican
fSorm of government first given to a troubled world by the United

tates.”

The Social Security Act has been evolved after thorough considera-
+tion and represents a minimum of what the American people have a
right to expect from this Congress in the way of providing a greater
measure of security. In our opinion it is, fundamentally, a sound
measure which will go far toward realizing “ the ambition of the indi-
vidual to obtain for him and his a proper security, a reasonable leisure,
and a decent living throughout life.”

Part II. EXPLANATION OF THE BILL
TITLE I. GRANTS TO STATES FOR OLD-AGE ASSISTANCE

This title provides for Federal grants-in-aid to States, for the pay-
ment of old-age assistance to persons over 65. The grants are to be
made on an equal matching (50-50) basis except that in the case of
no individual will the Federal Government’s share exceed $15 per
month.

APPROPRIATION

Section 1: $49,750,000 is authorized to be appropriated for the
fiscal year 1936, and for each fiscal year thereafter sums sufficient to
carry out the purposes of this title. The money is to be paid to
States whose old-age assistance plans have been approved by the
Social Security Board, as complying with the requirements of sec-
tion 2; and the committee has revised the House bill’s declaration of
policy so as to indicate that the underlying purpose of this title is
to help aged persons in need.

STATE OLD-AGE ASSISTANCE PLANS

Section 2: To be approved, a State plan must meet certain require-
ments laid down in subsection (a), and must be sufficiently liberal in
its eligibility requirements, in accordance with subsection (b).

(a): Requirements which must be met by the State law:

(1), (2), (3): The plan must be State-wide in operation. If, as is
the case at present in several States, it is to be administered by the
counties, it must not be optional with each county whether or not it
will give old-age assistance, but rather must be mandatory upon all
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the counties. Whether the administration is in the hands of the
counties or not, there must be some direct financial participation by
the State itself, and some one State agency (whether already existing
or newly established) must be charged with final adminjstrative re-
sponsibility. This agency does not necessarily have to confine itself
to old-age assistance; it may have other functions.

(4): An individual who 1s denied old-age assistance (for instance,
by a county board) must be given the right to a fair hearing before
the State agency. This does not affect the right of further appeal to
the courts.

(5) and (6): The methods of administration of the State plan, inso-
far as they are found by the Social Security Board to be essential to
the plan’s efficient operation, must be approved by the Board, and
reports must be made to the Board; but the State will not be impeded
in the exercise of its full discretion in the matters of the selection, the
tenure of office, and the compensation of State and local personnel.

(7): If the State, using Federal money granted to it under this
title, pays pensions to aged persons, and later (for example, because
those persons had been defrauding the State) collects back from their
estates some or all of the money so paid, the State must pay one-half
the amount thus collected to the Federal Government. In other
words the State must, roughly, reimburse the Federal Government for
the amount of its share thus collected by the State.

(b): Liberality of certain eligibility requirements:

(1): A person shall not be denied assistance on the ground that he
is not old enough to be eligible for it, if in fact he has reached the age
of 65 years. Until 1940, however, a State may set the age limit as
high as 70 years.

(2): A person shall not be denied assistance on the ground that he
has not been a resident long enough, if in fact he has lived in the State
for 1 year immediately preceding his application, and for any 5 years
out of the 9 years immediately preceding his application. Thus, if the
plan is administered by counties, it may impose requirements as to
county residence; but no county residence requirement may result
in denying assistance to an otherwise qualified person who has resided
in the State for the periods just mentioned. Even if the county
residence requirements are stricter than those allowed under this
section, such a person must be entitled to assistance under the plan,
presumably directly from the State. (No State is required to give
assistance to nonresidents of the State.)

(3): A person shall not be denied assistance on the ground that he
has not been a United States citizen for a number of years, if in fact,
when he receives assistance, he is a United States citizen. This means
that a State may, if it wishes, assist only those who are citizens, but
must not insist on their having been born citizens or on their having
been naturalized citizens for a specified period of time.

The limitations of subsection (b) do not prevent the State from
imposing other eligibility requirements (as to means, moral character
ete.) if they wish to do so. Nor do the limitations of subsection (bf
mean that the States must adopt eligibility requirements just as strict
as those enumerated. The States can be more lenient on all these
points, if they wish to be so.
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PAYMENT TO STATES

Section 3: The Federal Government will match what the States
put up for old-age assistance, by paying quarterly to each State
. one-half of the total amount paid as assistance to people in the State
who are at least 65 years old and who are not inmates of public
institutions. (If the State wishes to pay pensions with respect to aged
people over 65 in private institutions, the Federal Government will
match those payments; but it will not match payments to persons less
than 65, or to persons in public institutions.) Federal payments
with respect to any person, however, will not be more than $15 per
month. If the State gives a pension of $20 the Federal Government
will pay half of it; of $30, the Federal Government will pay half of it;
of $40, the Federal Government will match only the first $15 put up
by the State, so that the Federal share will be $15 and the State will
put up the other $25. Federal payments shall be made on a pre-
payment basis, on the strength of estimates by the State and the
Board, with later adjustments if the actual expenditures differ from
the estimates. The Federal Government will also help the States to
meet administrative costs, paying therefor an additional amount
equal to 5 percent of the regular quarterly payment to the State.
1 these payments, and all other payments under this bill, are to be
made without a prior audit by the General Accounting Office; but
there will be a postaudit. It is understood by the committee that, in
the case of grants to States, the General Accounting Office, in making
this audit, will seek to ascertain only (in the absence of fraud) whether
the certifications were based on the findings which the Board is
required to make prior to certifying, and whether payments were
made in accordance with the certifications. It is not the practice to
question the findings,

OPERATION OF STATE PLANS

Section 4: A State with an approved plan will not receive payments
if the Board finds that the State is not substantially complying with
its plan. The House bill has been amended by assuring that the
Board’s finding shall be made only after the State has had “reason-
able”’ notice and opportunity for hearing.

ADMINISTRATION

Section 5: $250,000 is authorized to be appropriated for the fiscal
year 1936 to meet the administrative expenses of the Board under
this title. There is no limit on appropriations for future years.

DEFINITION

Section 6: Old-age assistance is confined to payments in cash.

TITLE II. FEDERAL OLD-AGE BENEFITS

_This title provides for the payment of cash benefits to every indi-
vidual who has attained the age of 65 and has fulfilled certain qualifi-
cations. These benefits will be paid to him monthly as long as he
lives in an amount proportionate to the total amount of wages
received by him for employment before he attained the age of 65.
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OLD-AGE RESERVE ACCOUNT

Section 201: For the purpose of building up a reserve sufficient
to supply the funds necessary to pay the benefits provided for in this
title as such payments accrue, there is created in the Treasury of the
United States an ‘“‘old-age reserve account’’, to which an annual
appropriation, beginning with the fiscal year ending June 30, 1937,
is authorized. The amounts of such appropriations will vary from
year to year, but the amount appropriated for any year shall be that
amount determined (in accordance with accepted actuarial principles,
and on the basis of such mortality tables as the Secretary of the
Treasury shall from time to time adopt, and of an interest rate of
3 percent per annum compounded annually), to be sufficient as the
premium necessary for such year to build up the required reserve.

It shall be the duty of the Secretary of the Treasury to invest such
portion of the amounts credited to the account as is not, in his judg-
ment, required to meet current payments. Such investments shall
be made in interest-bearing obligations of the United States or in
any obligations guaranteed as to both principal and interest by the
United States.

All amounts credited to the account shall be available for making
payment of the benefits provided for in this title.

OLD-AGE BENEFIT PAYMENTS

Section 202: Every qualified individual (as defined in sec. 210) shall
be entitled to receive, with respect to the period beginning on the date
he attains the age of 65, or on January 1, 1942, whichever is later, and
ending on the date of his death, an old-age benefit. Payments of
such benefits shall be made as nearly as possible at monthly intervals,
but not necessarily on the first of each month. The rate of the pay-
ments will vary from $10 a month to $85 a month, depending upon
the total amount of wages earned by the recipient after December 31,
1936, and before he attains the age of 65,

If, during the course of payments to any recipient, it is found that
he has been overpaid or underpaid, adjustment shall be made in con-
nection with subsequent payments. The committee has added an
amendment, to the effect that for every month during which the
Board finds that an aged person, otherwise qualified for benefits, is
regularly employed, a month’s benefit will be withheld from such

person.
PAYMENTS UPON DEATH

Section 203; If any individual dies before receiving any payment of
a benefit, there shall be paid to his estate 31 percent of the total wages
et;.rned by him after December 31, 1936, and before he attains the age
of 65.

If any recipient dies before the total of the payments of benefits
to him has equaled 3% percent of the total wages earned by him after
December 31, 1936, and before he attains the age of 65, the remainder
shall be paid to his estate.

If any recipient has, through error or otherwise, been underpaid
and has died before adjustment has been made, the amount of the
underpayment shall be paid to his estate.



32 THE SOCIAL SECURITY BILL

PAYMENTS TO AGED INDIVIDUALS NOT QUALIFIED FOR BENEFITS

Section 204: If any individual, upon attaining the age of 65, is not
qualified to receive benefits, an amount equal to 3% percent of the
wages earned by him after December 31, 1936, and before he attains
the age of 65, shall be paid to him (or, if he has died before receiving
such payments, to his estate).

AMOUNTS OF $500 OR LESS PAYABLE TO ESTATES

Section 205: If the amount payable to an estate under section 203
or 204 is $500 or less, the Social Security Board may pay it directly
to the persons it determines to be entitled thereto under the law of
the State in which the deceased was domiciled.

OVERPAYMENTS DURING LIFE

Section 206: If any recipient, through error or otherwise, has
received benefit payments in excess of the amount to which he is
entitled, and dics before such overpayments have been adjusted, there
shall be repaid to the United States by his estate the amount of
such overpayments; except that if the amount to which he was
entitled was less than 3% percent of the total wages earned by him
after December 31, 1936, and before he attained the age of 65, the
amount of the repayment shall be merely the difference between the
amount received by him and such 3} percent.

METHOD OF MAKING PAYMENTS

Section 207: The Social Security Board shall from time to time
(presumably monthly) certify to the Secretary of the Treasury the
name and address of every individual entitled to receive payment
under this title, the amount of such payment, and the time at which
it should be made, and the Secretary of the Treasury shall make
payment in accordance with such certification.

ASBIGNMENT

Section 208: The right of any individual to receive any payment
under this title shall not be transferable or assigned, and none of
the moneys paid or payable or rights existing under this title shall be
subject to execution, levy, attachment, garnishment, or other legal
process, or to the operation of any bankruptcy or insolvency law.

PENALTIES

Section 209: Whoever, in any application for any payment under
this title, makes any false statement as to any materizﬁ fact, knowing
such statement to be false shall be fined not more than $1,000 or
imprisoned for not more than 1 year, or both.

DEFINITIONS

Section 210 (a): This subsection defines “wages.” Wages include
not only the cash payments made to the emﬁoyee for work done,
but also compensation for services in any other form, such as room,
board, etc. The term ‘“wages’’ does not necessarily apply to the total
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remuneration received from the employer by the employee; the term
includes only the first $3,000 of wages received by an employee from
his employer with respect to employment during the calendar year.
The following example will illustrate how the rule applies: Employer
A pays empoyee B a salary of $500 a month begnning with the cal-
endar year 1937. At the end of the sixth month B has received from
his employer $3,000. The balance of his salary for 1937 is not included
as part of the wages. However, this is only the case where the
employee continues in the employment of the same employer through-
out the year. If the employee leaves the service of employer A on
June 30, 1937, and enters the service of employer C on that date and
continues with employer C at the same salary throughout the remain-
der of the year, the remuneration received by employee B during
the remaining portion of the calendar year 1937 will be included in
his wages.

Section 210 (b): This subsection defines the term ‘‘employment”
as any service of whatever nature performed within the United States,
or on an American vessel, by an employee for his employer. It
should be noted in this connection that section 1001 (a) (6) includes
in the definition of “employee’’ an officer of a corporation. Services
performed by aliens, whether resident or nonresident, within the
United States or on an American vessel, are included; but services
performed outside the United States (unless on an American vessel),
whether by a citizen or an alien, are not included. The term ‘“United
States” is defined in section 1001 (a) (2) to include the States, Alaska,
Hawaii, and the District of Columbia. The following services are
excluded even though performed within the United States: (1)

ricultural labor; (2) domestic service in a private home; (3) casual
labor not in the course of the employer’s trade or business. This
would not exclude casual labor performed in the course of an employ-
er’s trade or business. For instance, if a department store employed
emergency help during the rush season in connection with its trade or
business, the services performed by such help would not be excluded
under this title.

Services performed by Federal and State or political subdivision
employees are also excluded.

Services performed in the employ of religious, charitable, scientific,
literary, humane, or educational institutions, no part of the net earn-
ings of which inures to the benefit of any private shareholder or indi-
vidual, are also excluded. For the purpose of determining whether
services for such an organization are excluded, the use to which the
income is applied is the ultimate test of the exclusion rather than the
source from which the income is derived. For instance, if a church
owns an apartment building from which it derives income which is
devoted to religious, charitable, educational, humane, or scientific

urposes, services for it are still excluded. The organizations, serv-
ices for which will be excluded, are churches, schools, colleges, and
other educational institutions not operated for private profit, the
Y M.C.A.,the Y. W.C. A, the Y. M. H. A,, the Salvation Army, and
other organizations which are exempt from income tax under section
101 (6) of the Revenue Act of 1932. )

The committee amended the House bill so that service on an Amer-
ican vessel is now considered as employment under this title.

8. Rept. 628, 74-1——38
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Section 210 (c): The term ‘‘qualified individual” is defined to
mean an individual who is at least 65 years of age, and who has
received in wages for employment after December 31, 1936, and
before he attained the age of 65, not less than $2,000, some part of
which employment was performed in each of at least 5 different cal-
endar years.

TITLE III. GRANTS TO STATES FOR UNEMPLOYMENT COMPENSATION
ADMINISTRATION

This title provides for Federal grants-in-aid to States for meeting
the administrative costs of their unemployment compensation sys-
tems. The money is not to be used for compensation itself, but only
for expenses of administration. There is no requirement of match-
ing by the States.

APPROPRIATION

Section 301: $4,000,000 is authorized to be appropriated for the
fiscal year 1936, and $49,000,000 for each year thereafter, to be
granted to the States for meeting the proper administrative costs of
the State unemployment compensation laws.

PAYMENTS TO STATES

Section 302: Payments shall be made from time to time to each
State with an unemployment compensation plan which is found by
the Board to comply with this title, in amounts determined by the
Board to be necessary for the proper administration of the State law.
In deciding how much to pay to a State, the Board shall take into
account the population of the State, and the estimated number of
persons covered by the State law, as well as other relevant factors.

PROVISIONS OF BTATE LAWS

Section 303 (a): The State will receive aid under this title only
if its law was approved by the Board under title IX, and only if, in
addition to the provisions necessary for it to obtain such approval, it
also includes provision for administrative methods, other than those
relating to personnel, approved by the Board as reasonably calculated
to insure full payment of compensation when die; opportunity for
a fair hearing for persons denied compensation; the making of reports
to the Board; and cooperation with any IFederal agency concerned
with public employment which seeks to obtain information, relating
to employment, about persons who are receiving compensation or
whokhave finished their period of compensation and are available for
work.

(b): A State will not receive grants under this title if the Board
finds that it is not substantially complying with its law.

TITLE IV. GRANTS TO STATES FOR AID TO DEPENDENT CHILDREN

This title provides for Federal grants-in-aid to States, for carrying
out State plans for aid to dependent children, often inaccurately called
‘“mothers’ pension’’ laws. The grants are to be made on a one-third
matching basis, the Federal Government putting up $1 for every $2
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provided by the State, except that in no case will the Federal Govern-
ment’s share, with respect to any single dependent child, exceed $6 per
month, or, with reSIifCt to any other dependent child in the same home,
exceed $4 per month.

APPROPRIATION

Section 401: $24,750,000 is authorized to be appropriated for the
fiscal year 1936, and for each fiscal year thereafter sums sufficient to
carry out the purposes of this title. The money is to be paid to
States whose plans for aid to dependent children have been approved
by the Chief of the Children’s Bureau, as complying with the require-
ments of section 402; and the committee has revised the House bill’s
declaration of policy so as to indicdate that the underlying purpose of
this title is to help dependent children in need. The committee has
further amended this section and in fact the whole title so that the
Children’s Bureau and Secretary of Labor perform the functions which,
in the House bill, were duties of the Social Security Board.

STATE PLANS FOR AID TO DEPENDENT CHILDREN

Section 402: To be approved, a State plan must meet certain re-
quirements laid down in subsection (a), and must have a sufficiently
liberal residence requirement, in accordance with subsection (b).

(a) Requirements which must be met by the State law:

(1), (2), 3): The plan must be State-wide in operation. If, asis the
case at present in several States, it is to be administered by the coun-
ties, it must not be optional with each county whether or not it will
give aid to dependent children, but rather must be mandatory upon
all the counties. Whether the administration is in the hands of the
counties or not, there must be some direct financial participation by
the State itself, and some one State agency (whether already existing,
or newly established) must be charged with final administrative re-
sponsibility. This agency does not necessarily have to confine itself
to aid to dependent children; it may have other functions.

(4): An individual whose claiin for aid is denied (for instance by a
county board) must be given the right to a fair hearing before the
State agency. This does not affect the right of further appeal to the
courts.

(5) and (6): The methods of administration of the State plan,
insofar as they are found by the Chief of the Children’s Bureau to be
essential to the plan’s eflicient operation, must be approved by the
Chief of the Children’s Bureau, and reports must be made to the
Secretary of Labor; but the State will not be impeded in the exercise
of its full discretion in the matters of the selection, the tenure of office,
and the compensation of State and local personnel.

(b) Liberality of residence requirement: No residence requirement
shall be imposed which results in the denial of aid with respect to an
otherwise eligible child, if the child was born in the State within the
year, or has resided in the State for at least a year immediately pre-
ceding the application for aid; and the House bill has been changed
so that, in the case of a child born within the State during the year, a
State could deny aid unless the child’s mother had lived in the State
for a year prior to the child’s birth. The State may be more lenient
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than this, if it wishes. It may, furthermore, impose such other eligi-
bility requirements—as to means, moral character, etc.—as it sees fit.
No State is required to give aid to nonresidents.

PAYMENT TO STATES

Section 403: Payments to the States are to be made quarterly, in a
method similar to that described in connection with section 3, except
that under this title the Federal Government will bear only one-third
of the total cost instead of one-half. Furthermore, the money paid
by the Federal Government will be used to carry out the purposes of
the State plan without any distinction being drawn between the actual
payments of aid and the administrative costs of the State plan. The
amount of the Federal share, with respect to any dependent child,
shall not exceed $6 if 1 dependent child is in the home, and shall not
exceed $6 for 1 dependent child, and $4 for each other dependent
child, if there is more than 1 dependent child in the home. Thus,
the Federal Government will pay one-third of a monthly payment of
$18 for one child. If the State wishes to have such child receive more
than $18 per month, the State will have to pay the excess.

OPERATION OF STATE PLANS

Section 404: A State with an approved plan will not receive pay-
ments if the Secretary of Labor finds that the State is not substantially
complying with its plan. The House bill has been amended by assur-
ing that the Secretary’s finding shall be made only after the State
has had “reasonable’’ notice and opportunity for hearing.

ADMINISTRATION

Section 405: $250,0006 is authorized to be appropriated for the
fiscal year 1936 for the administrative expenses of the Children’s
Bureau under this title. There is no limit on appropriations for future
years.

DEFINITIONS

Section 406: ‘“Dependent child” is confined to children less than 16
years old, living with a near relative in a residence (house, room, or
other place of abode) maintained by such relative as his own home;
and, by committee amendment, is further confined to only those of
such children who have been deprived of either parental support or
parental care because a parent of the children has died, or is con-
tinuously away from home, or is unable, due to physical or mental
Incapacity, to provide such support or care. Thus if a baby’s
father were an imbecile, unable even to care for the baby at home, the
baby would be a “ dependent child”” even though it had a mother who
had a job, for the baby would be without normal parental care.
‘““Aid to dependent children” is confined to payments in cash.

TITLE V. GRANTS TO STATES FOR MATERNAL AND CHILD WELFARE

Part 1. Maternal and Child-Health Services

This part provides for Federal grants-in-aid to States, to help them
extend and improve their services for promoting the health of mothers
and children. Some of the available money is to be allotted equally
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among the States, some on the basis of the number of live births in
each State, some on the basis of need. All the money except that
allotted on the basis of need is to be granted on an equal matching
(50—50) basis.

APPROPRIATION

Section 501: $3,800,000 is authorized to be appropriated for the
fiscal year 1936, and for each fiscal year thereafter.

ALLOTMENTS TO STATES

Section 502 (a): $20,000 is to be allotted by the Secretary of Labor
to each State, and $1,800,000 is to be divided among all the States, as
determined (according to the committee’s amendment) by the Census
Bureau, on the basis of the number of live births in each State in
proportion to the total number of live births in the United States.

(b): The remsaining $980,000 shall be allotted by the Secretary of
Labor according to the financial need of each State for assistance in
carrying out the State plan. In making this allotment, and in deter-
mining such need, the Secretary of Labor shall take into consideration
the number of live births in the State.

(c): An allotment made under subsection (a) shall be available for
payment to the State for 2 fiscal years after the fiscal year for which
the allotment is made.

APPROVAL OF STATE PLANS

Section 503 (a): Requirements which must be met:

(1) and (2): The State plan must provide for direct financial partici-
pation by the State; and the State health agency, whatever State
department is charged with the responsibility for health conditions
and public-health work, must be charged with final administrative
responsibility.

(3): The methods of administration of the State plan, insofar as
they are essential to the plan’s efficient operation, must be approved
by the Chief of the Children’s Bureau; but the State will not be
impeded in the exercise of its full discretion in the matters of selec-
tion, the tenure of office, and the compensation of State and local

ersonnel. The committee has amended this paragraph so that final
judgment as to what methods are necessary in the State rests with
the courts rather than the Chief of the Children’s Bureau.
(4;: Reports are to be made to the Secretary of Labor.
(6), (6), and (7): The State Flan must also provide for the exten-
sion and improvement of local services; cooperation with medical,
nursingl, and welfare organizations; demonstration services in areas
which lack financial resources and among groups in need of such
special services.

(b) Approval of State plan: The Chief of the Children’s Bureau is
charged with passing on the State plan, and if it is approved the
Secretary of Labor and the State health agency concerned are to be
notified.

PAYMENT TO STATES

Section 504 (a) and (b): From the allotments made under section
602 (a) payments will be made to the States on an equal-matching
(50—50) basis, on the strength of estimates made by the State and the
Secretary of Labor.
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(¢): From the allotments made from the $980,000 available under
section 502 (b) payments shall be made in accordance with certifica-
tions by the Secretary of Labor in amounts and at times specified by
the Secretary of Labor. These payments need not be matched. In
meeting the matching requirements under subsections (a) and (b)
of this section money paid to a State under subsection (c¢) out of the
$980,000 will be considered part of the State’s money.

OPERATION OF STATE PLANS

Section 505: A State with an approved plan will not receive pay-
ments if the Secretary of Labor finds that the State is not substantially
complying with its plan. The House bill has been amended by
assuring that the Secretary’s finding shall be made only after the
State has had “reasonable’” notice and opportunity for hearing.

Part 2. Services for Crippled Children

This part provides for Federal grants-in-aid to States to help them
extend and improve their services for discovering crippled children,
and for providing such children with medical, surgical, corrective, and
other services and care in connection with their physical disability.
Some of the available money is to be allotted equally among the States,
and some on the basis of need. All of the money is to be granted on
an equal-matching (50-50) basis.

APPROPRIATION

Section 511: $2,850,000 is authorized to be appropriated for the
fiscal year 1936, and for each fiscal year thereafter.

ALLOTMENTS TO STATES

Section 512 (a): $20,000 is to be allotted by the Secretary of Labor
to each State, and the remaining amount available is to be divided
among all the States on the basis of need, as determined by the
Secretary of Labor after taking into consideration the number of
c;lippled children in the State, and the cost of furnishing services to
them.

(b): An allotment made under this section shall be available for
payment to the State for 2 fiscal years after the fiscal year for which
the allotment is made.

APPROVAL OF STATE PLANS

Section 513 (a): Requirements which must be met:

(1), (2), (3), and (4): A State plan must include provisions relating
to financial participation, administration, efficient methods of adminis-
tration, and reports to the Secretary of Labor, these requirements
being similar to those under section 503, except that here the bill does
not mention any particular State agency. The committee’s amend-
ments are similar to those made to section 503.

(6): A State plan must provide for carrying out the purposes of
part 2, mentioned above.

(6): The State plan must provide for cooperation with medical,
health, nursing, and welfare groups, and also with any agency in the



THE SOCIAL SECURITY BILL 39

State which is charged with administering the State law providing
for vocational rehabilitation of physically handicapped children.

(b): The Chief of the Children’s Burcau is charged with passing
on the State plan, and if it is approved, the Secretary of Labor and
the State agency concerned are to be notified.

PAYMENT TO BTATES

Section 514: From the allotments made under section 512, pay-
ments will be made to the States on an equal-matching (50-50) basis
on the strength of estimates made by the State and the Secretary of
Labor.

OPERATION OF STATE PLAN

Section 515: A State with an approved plan will not receive pay-
ments if the Secretary of Labor finds that the State is not substantially
complying with its plan.

Part 3. Child-Welfare Services

Section 521. This section, which constitutes part 3 of this title, has
been completely revised by the committee, chiefly for the sake of
clarity and completeness, although the policy in the House bill has
been somewhat liberalized. The sum of $1,500,000 is to be appro-
priated for each fiscal year to enable the United States, through the
Children’s Bureau, to cooperate with State public-welfare agencies in
the work of establishing and extending public-welfare services for the
¢hre of children who are either homeless or neglected. The services
with which the Children’s Bureau is thus authorized to cooperate are
those which are especially carried on in predominantly rural areas, or
in areas in special need. From the money made avagable under this
section, $10,000 is to be allotted to each State which, in cooperation
with the Children’s Bureau, has developed plans for such services,
and the rest is to be divided among the States in the proportion which
the rural population bears to the total rural population of the United
States. An allotment to a State shall be available for payment to the
Stage for 2 fiscal years after the fiscal year for which the allotment is
made.

Part 4. Vocational Rehabilitation

Section 531: This section, which constitutes part 4 of this title, has
the effect of increasing the present authorization for grants to States
for vocational rehabilitation of the physically disabled, under the act
of June 2, 1920, as amended (U. S. C,, title 29, ch. 4; U. S. C., Supp.
VII, title 29, secs. 31, 32, 34, 35, 37, 39, and 40).

(a): For the fiscal years 1936 and 1937, the present authorization
of $1,097,000 is increased by $841,000, and there is an authorization
for each fiscal year thereafter of a similar total sum, namely $1,938,000.
These sums are to be apportioned among the States and Hawaii in
accordance with existing law. It should be noted that under the exist-
ing law, grants are not made to Alaska or to the District of Columbia.

(b): The Office of Education (designated specifically, under the
committee’s amendment) likewise is given an increased authoriza-
tion for 1936 and 1937. For 1936 and 1937 the present authoriza-
tion of $80,000 is increased by $22,000 and for each fiscal year there-
after the total amount, namely, $102,000 is authorized.
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Part 5. Administration

Section 541: $425,000 is authorized for the year 1936, for the ex-
penses of the Children’s Bureau in administering parts 1, 2, and 3 of
this title; and the Children’s Bureau is authorized to make studies and
investigations relative to the efficient administration of those parts.
There is no limit on appropriations for future years. The Secretary
of Labor is directed to include a full account of the administration of
Earts 1, 2, and 3 in his annual report to Congress. The committee

as inserted language to make it perfectly clear that the Children’s
Bureau has no connection with part 4 of this title.

TITLE VI. PUBLIC HEALTH WORK

This title provides for Federal grants-in-aid to States to assist them
and their political subdivisions in establishing and maintaining ade-
quate public-health services, and also provides for the investigation
of disease and problems of sanitation by the Public Health Service.

APPROPRIATION

Section 601: There is authorized an annual appropriation of
$8,000,000 to be allotted as provided in section 602.

.STATE AND LOCAL PUBLIC HEALTH .SERVICES

Section 602: The Surgeon General of the Public Health Service,
with the approval of the Secretary of the Treasury, shall, at the
beginning of each fiscal year, allot to the States the amount appro-
priated for such year pursuant to section 601, together with any
balances of any allotments for the preceding fiscal year remaining
unpaid at the end of such year. The amounts of such allotments
shall be determined on the basis of (1) the population; (2) the special
health problems; and (3) the financial need; of the respective States.

Quarterly payments shall be made to each State from the sum
allotted to it In amounts to be determined by the Surgeon General in
accordance with rules and regulations prescribed by him after con-
sultation with a conference of the State and territorial health
authorities.

Such payments shall be made by the Division of Disbursement of
the Treasury Department. The moneys so paid to a State must be
expended in carrying out the purposes specified in section 601, and
in accordance with plans presented by the health authorities of the
State and approved by the Surgeon General.

Any money allotted to a State for a fiscal year and not paid to such
State in that year remains available for allotment to States in the
succeeding fiscal year, in addition to the amount appropriated for that
purpose for that year.

INVESTIGATIONS AND ADMINISTRATION

Section 603: There is authorized an appropriation of $2,000,000 for
each fiscal year for expenditure by the Public Health Service in
investigating disease and problems of sanitation, and in cooperating
with the health authorities of the States. It is provided that the
personnel of the Public Health Service shall be detailed to cooperate
with the health authorities of a State only upon the request of the
State for such cooperation.
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TITLE VII. SOCIAL SECURITY BOARD
ESTABLISHMENT

Section 701: This section, which has been considerably revised by
the committee, establishes the Social Security Board in the Depart~
ment of Labor. Not more than two members of the Board shall
belong to the same political party, and all the members of the Board
shall devote all their time to the work of the Board. The Board is
to be composed of three members who are to be appointed by the
President, by and with the advice and consent of the Senate. Each
member’s salary is to be $10,000 a year and the terms of office shall
be 6 years, except that for the first 3 members appointed, 1 will hold
office for 2 years, 1 for 4 years, and 1 for 6 years. The President is to
designate one of the members as chairman of the Board.

DUTIES OF S80OCIAL SECURITY BOARD

Section 702: The Board’s duties shall include those imposed upon
it by this act (under titles I, II, III, IX, and X), and the Board is
also to study and make recommendations concerning the possibility
of furthering economic security through social insurance, and as to
legislation and matters of administrative policy concerning social
insurance, and various other subjects relating to the present bill.

EXPENSES OF THE BOARD

Section 703: The Board is authorized to appoint employees and
fix their compensation, subject to the civil-service laws and Classifica-~
tion Act, and to make necessary expenditures. By committee amend-
ment, however, attorneys and experts may be appointed without
regard to the civil service laws.

REPORTS

Section 704: The committee’s revision makes it the duty of the
Board to report annually to Congress through the Secretary of Labor
rather than directly.

TITLE VIII. TAXES WITH RESPECT TO EMPLOYMENT

This title levies two taxes. The first is an income tax on employees
and the second an excise tax on employers.

INCOME TAX ON EMPLOYEES

Section 801: This section imposes a tax upon the income of every
individual measured by the wages received by him with respect to
employment after December 31, 1936. The tax does not apply to all
wages but only applies to wages as defined in section 811 of the bill.
Likewise section 811 reéstricts the application of the tax to employ-
ment as therein defined. The rates of tax are as follows:

For the calendar years 1937, 1938, and 1939__ _ oo ____ 1
For the calendar years 1940, 1941, and 1942_ . _ . ______ 1
Tor the calendar years 1943, 1944, and 1945_ . ___ . ___ . ___________ 2
For the calendar years 1946, 1947, and 1948_____________________________ 2
For the calendar year 1949 and subsequent calendar years_________._______ 3
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DEDUCTION OF TAX FROM WAGES

Section 802 (a): This subsection requires the employees’ tax to be
collected at the source by requiring the employer to deduct the tax
from the employee’s wages at the time they are paid. To insure
collection of the tax, the employer is made personally liable for it.
His liability attaches to the correct amount of tax which he is required
to deduct from the employee’s wages, regardless of the amount actually
deducted. To protect the employer, he is indemnified against any
claims and demands with respect to that part of the wages of the
employee which he withheld, up to the correct amount withheld and
paid to the United States.

Section 802 (b): In case the tax is underpaid or overpaid, adjust-
ments are permitted to be made in connection with subsequent wage
payments made by the employer to the employee. For instance, if
the employee receives a salary of $100 per month for the calendar
year 1937 and the employer by a mistake deducts 80 cents instead of
$1, assuming this to be the correct amount of the tax, the tax to be
deducted from the next wage payment of the employee will be $1.20
instead of $1. On the other hand, if the employer deducts from the
first wage payment in the same example $1.20 instead of $1 the tax
to be deducted from the next wage payment will be 80 cents instead
of $1. Such adjustments are to be made in accordance with regula-
tions to be prescribed under this title.

DEDUCTIBILITY FROM INCOME TAX

Section 803: Under section 23 (c) of the Revenue Act of 1934 Fed-
eral income taxes are not allowed as a deduction in computing the
income tax imposed by that act. Since the tax on employees is a
Federal income tax, this section makes it clear that such a tax is not
deductible in computing the income tax imposed by the Revenue Act
of 1934 or in computing a corresponding income tax imposed under
any subsequent revenue act.

EXCISE TAX ON EMPLOYERS

Section 804: This section imposes an excise tax upon every ems-
ployer for the privilege of having individuals in his employ. The tax
1s measured by the wages paid to employees after December 31, 1936,
with respect to employment after that date. As in the case of the

tax on employees, the rate of tax on employers is as follows:
Percent

For the calendar years 1937, 1938, and 1939_ . __ ____ . ___..__ 1
For the calendar years 1940, 1941, and 1942 _ _ _ . _____ ___ __ _________._. 1%
For the calendar years 1943, 1944, and 1945. - _ oo o __o____ 2
For the calendar years 1946, 1947, and 1948___ __________ . _________ 2%
For the calendar year 1949 and subsequent calendar years_______________ 3

Like the tax on employees under section 801, this tax does not
apply to all wages or employments but only to those defined as such
In section 811.

ADJUSTMENTS IN CASE OF MISTAKE BY EMPLOYER

Section 805: This section permits the employer to correct errors in
the tax reported in connection with any wage payment made to his
employees by making proper adjustments in connection with sithse-
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quent wage payments. It is similar in principle to section 802 (b)
and the adjustments are to be made under regulations to be prescribed
under this title.

REFUNDS AND DEFICIENCIES

Section 806: This section relates to the tax imposed with respect
to both employers and employees. If any part of the employer’s
or employee’s tax is underpaid or overpaid and the error cannot
be adjusted in connection with subsequent payments, the under-
payment is to be collected or the overpayment refunded under regu-
lations prescribed under this title. Situations of this character will
usually arise when an employee leaves the service of the employer
s0 that it is impossible to make adjustments in subsequent wage

payments.
COLLECTION AND PAYMENT OF TAXES

Section 807 (a): This subsection requires the tax due from em-
ployers and employees to be collected by the Bureau of Internal
Revenue and to be deposited in the Treasury as internal-revenue
collections.

Section 807 (b): This subsection gives the Commissioner of Internal
Revenue, with the approval of the Secretary of the Treasury, authority
to collect the taxes imposed with respect both to employers and em-
ployees by stamps, coupons, tickets, books, or other devices, or by
requiring the making and filing of returns. The administrative
provisions relating to the tax on pistols and revolvers imposed by
section 600 of the Revenue Act of 1926, as well as the provisions
relating to the stamp taxes imposed by section 800 of that act, are
also applicable to the taxes provided under this title with respect to
both employers and employees. The administrative provisions are,
therefore, not confined to those contained in sections 600 and 800 of
the Revenue Act of 1926, but embrace all administrative provisions
not otherwise inconsistent, applicable to the taxes imposeg by such
sections. For instance, the periods of limitation upon assessment
and collection set forth under section 1109 of the Revenue Act of
1926, as amended, also apply to the taxes levied under this title.
Likewise the periods of limitation upon refunds and credits pre-
scribed in section 3228 of the Revised Statutes will apply to the taxes
under this title. If the tax or any part thereof is not paid when due,
the unpaid portion will bear interest at the rate of one-half of 1 percent
per month from the time the tax became due until paid. The Board of
Tax Appeals has no jurisdiction over these taxes. If they are not
paid when due, they may be collected by distraint as provided in
section 3187 of the Revised Statutes, leaving the taxpayer to his
remedy by way of claim and suit for refund. In order that the
employer, who collects and withholds the tax due from the employee,
may be treated as a trustee or proceeded against by distraint, the
provisions of section 607 of the Revenue Act of 1934 are also made
to apply to this title. Section 607 of the Revenue Act of 1934 im-
presses the amount of taxes withheld or collected with a trust and
makes applicable for the enforcement of the Government’s claim the
administrative provisions for assessing and collecting taxes.

For administrative reasons, a fractional part of a cent is disregarded
unlegs it amounts to one-half cent or more, in which event it is treated
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as 1 cent. This corresponds to a similar provision appearing in the

revenue acts.
RULES AND REGULATIONS

Section 808: This section gives the Commissioner of Internal Reve-
nue, with the approval of the Secretary of the Treasury, authority to
make and publish rules and regulations for the enforcement of this
title.

SALE OF STAMPS BY POSTMASTERS

Section 809: This section authorizes the sale of stamps, coupons, or
other devices prescribed for the collection or payment of the taxes
under this title by the various postmasters of the United States. The
postmasters are required to deposit the receipts from such sales with
the Postmaster General and render accounts to him at such time and
in such form as he shall prescribe. The Postmaster General is given
authority to require a bond from the various postmasters receiving
such stamps or other devices in such increased amount as he may find
necessary to protect the interests of the Government. The Post-
master General is required to transfer the receipts from the sale of such
stamps or other devices monthly to the Treasury as internal revenue
collections.

DEFINITIONS

Section 810 (a): This subsection imposes a fine of $10,000, or im-
prisonment for not more than 6 months, or both, for using, transfer-
ring, exchanging, or pledging any stamp or other device prescribed
by the Commissioner of Internal Revenue for the collection or pay-
ment of the taxes under this title in any manner except as authorized
by law or regulations made thereunder.

Section 810 (b): This subsection imposes a fine of $5,000, or im-
prisonment for not more than 5 years, or both, in the following cases
where there is an intent to defraud: (1) Altering, forging, or counter-
feiting any stamp or other device prescribed by the Commissioner of
Internal Revenue for the collection or payment of taxes due under
this title; (2) using, selling, lending, or having in possession any such
altered, forged, or counterfeited stamp or other device; and (3) mak-
ing, using, selling, or having possession of any material in imitation of
the material used in the manufacture of such stamp or other device.

DEFINITIONS

Section 811 (a): This subsection defines “wages.” Wages include
not only the cash payments made to the employee for work done, but
also compensation for services in any other form, such as room, board,
etc. The term ‘“wages” does not necessarily apply to the total re-
muneration received from the employer by the employee; the term
includes only the first $3,000 of wages received by an employee from
his employer with respect to employment during the calendar year.
The following example will illustrate how the rule applies: Employer
A pays employee B a salary of $500 a month beginning with the calen-
dar year 1937. At the end of the sixth month B has received from his
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employer $3,000. The balance of his salary for 1937 is not subject
to taxation either with respect to the employer’s tax or the employee’s
tax. However, this is only the case where the employee continues in
the employment of the same employer throughout the year. If the
employee leaves the service of employer A on June 30, 1937, and enters
the service of employer C on that date and continues with employer C
at the same salary throughout the remainder of the year, both em-
ployer C and employee B will be liable for the tax in respect of the
wages received during the remaining portion of the calendar year 1937,

Section 811 (b): This subsection defines the term ‘“employment”
as any service of whatever nature performed within the United States
or on an American vessel by an employee for his employer. It should
be noted in this connection that section 1001 (a) (6) includes in the
definition of “employee’” an officer of a corporation. For instance,
resident and nonresident aliens performing services within the United
States are subject to the tax under this title. On the other hand,
service performed outside the United States (unless on an American
vessel), whetlier by a citizen of the United States or by a nonresident
alien, is not subject to the tax. The term ‘“United States’’ is defined
in section 1001 (a) (2) to include the States, Alaska, Hawaii, and the
District of Columbia. Due to the difficulties in collecting the tax in
the case of certain kinds of employment, the following services are
exempt from taxation even though performed within the United
States: (1) Agricultural labor; (2) domestic service in a private home;
(3) casual labor not in the course of the employer’s trade or business.
This would not exempt casual labor performed in the course of an
employer’s trade or business. For instance, if a department store
employed emergency help during the rush season in connection with
its trade or business, the services performed by such help would not be
exempt from taxation under this title.

Exemption from taxation under this title is also granted in the case
of Federal and State or political subdivision employees.

Services performed in the employ of religious, charitable, scientific,
literary, humane, or educational institutions, no part of the net earn-
ings of which inures to the benefit of any private shareholder or indi-
vidual, are also exempt from the tax imposed by this title. For the
purpose of determining whether such an organization is exempt, the
use to which the income is applied is the ultimate test of the exemp-
tion rather than the source from which the income is derived. For in-
stance, if a church owns an apartment building from which it derives
income which is devoted to religious, charitable, educational, humane,
or scientific purposes, it will not be denied the exemption. The organ-
izations which will be exempt from such taxes are churches, schools,
colleges, and other educational institutions not 1(\)ferat;ed for private
profit, the Y. M. C. A., the Y. W. C. A, the Y. M. H. A,, the Salva-
tion Army, and other organizations which are exempt from income
tax under section 101 (6) of the Revenue Act of 1932,

The committee amended the House bill, so that service on an Amer-
ican vessel is now considered as employment under this title; and fur-
ther amended the House bill so that individuals over 65 years of age
are not exempt from taxation under this title,
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TITLE IX. TAX ON EMPLOYERS OF FOUR OR MORE

This title levies upon employers an excise tax payable annually,
measured by wages, and allows each taxpayer to credit against his
tax the amount of contributions he has paid under State unemploy-
ment compensation laws.

IMPOSITION OF TAX

Section 901: An annual excise tax is imposed on each employer (as
defined in sec. 907) on the privilege of having individuals in his employ.
His tax, payable annually, will be at a rate of 1 percent of the total
wages payable by him with respect to employment (as defined in
sec. 907) in the calendar year 1936. This means that the tax is
measured by wages which are payable as remuneration for services
performed during that calendar year, regardless of the time when the
actual payment 1s made.

The rate of tax, after being 1 percent for the year 1936, shall in-
crease to 2 percent for 1937, and 3 percent thereafter.

CREDIT AGAINST TAX

Section 902: A taxpayer may credit against his tax the total amount
of contributions he has paid to State unemployment compensation
funds in accordance with State unemployment compensation laws.
The credit against the tax measured by wages payable with respect
to employment in a calendar year will be allowed only for contribu-
tions which themselves are paid (before the date for filing the tax
return under this title for such year) with respect to employment in
such year.

The total credit which a taxpayer may claim against his tax for
any year shall not be more than 90 percent of the tax. Thus if the
tax is $100 the total credit which may be claimed cannot be more
than $90, even though the total amount of contributions may be
greater than that. Credit shall be allowed only for contributions
made under the laws of States certified for the taxable year under
section 903.

CERTIFICATION OF STATE LAWS

Section 903 (a): A State law to be approved must provide that—

(1): Unemployment compensation is to be paid through public
employment offices in the State, to the extent that such offices exist
and are designated by the State for the purpose. Under the House
bill, unemployment compensation was required to be paid through
public employment offices in the State.

(2): No compensation shall be payable with respect to any day of
unemployment occurring before the expiration of 2 years after the
first day of the first period with respect to which contributions are
required. For example, if March 15, 1936, is the beginning of the
first period with respect to which contributions are required under the
State law, then no compensation may be paid for any day of unemploy-
ment occurring before March 15, 1938.

(3): All the money paid into the State unemployment fund (whether
paid as contributions for employers or paid in by employees or.con-
tributed by the State itself) shall promptly be paid over to the Baere«
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tary of the Treasury to the credit of the unemployment trust fund
established by section 904.

(4): All the money withdrawn from the unemployment trust fund
by the State agency shall be used solely in the payment of compensa-
tion; none of it may be used to meet administrative costs.

(5): A person otherwise eligible for compensation shall not be
denied it on the ground that he has refused to take a new job when his
denial is due to the fact that the position offered to him is vacant due
directly to a strike, lockout, or other labor dispute, or is due to the
fact that the wages, hours, or other conditions of the work offered
are substantially less favorable than those prevailing for similar work
in the locality, or that, as a condition of takng or retaining the new
job, he would have to join a company union, or would have to resign
}rom a labor organization, or would have to agree not to join a labor
organization. : ,

(6): The State law must contain a provision indicating that any
rights, privileges, or immunities conferred under it may be taken away
by the subsequent amendment or repeal of the law.

(b): If any State law, submitted to the Social Security Board, ful-
fills the conditions enumerated in this section, the Board shall within
30 days approve the law, and shall notify the State governor of its
action. On December 31 of each year, each State which has an
approved law shall be certified by the Board to the Secretary of the
Treasury, unless in the meantime the Board finds that the State has
changed its law in some material respect, or has failed substantially
to fulfill any of the enumerated conditions. The Board is under the
duty to warn the governor of the State whenever it has reason to be-
lieve that in spite of having an approved law a State may not be
certified at the end of the year.

UNEMPLOYMENT TRUST FUND

Section 904: Subsection (a) of this section establishes in the
Treasury of the United States a trust fund with the Secretary of the
Treasury as trustee and with the respective State Agencies, adminis-
tering the State unemployment compensation laws, as beneficiaries
of the trust. The Secretary of the Treasury is directed to receive
and hold in such fund all moneys deposited with him or with any
Federal Reserve bank or member bank of the Federal Reserve
System designated by him to receive such deposits, by such State
agencies.

Under subsection (b) it is the duty of the Secretary of the Treasury
to invest the fund (except such part as is, in his opinion, required to
meet current withdrawals) in interest-bearing obligations of the
United States or in obligations guaranteed as to both principal and
interest by the United States. In order to provide suitable invest-
ments for thi- purpose, authority is given for the issuance of special
obligations to the fund from time to time as required. Such obliga-
tions shall bear an interest rate equal to the average rate of interest,
computed as of the end of the calendar month next preceding the date
of such issue, borne by all interest-bearing obligations of the United
States then forming part of the public debt; except that where such
average rate is not a multiple of one-eighth of 1 percent, the rate of
intepest shall be the multiple of one-eighth of 1 percent next lower
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than such average rate. In addition to such special obligations,
outstanding obligations may be purchased at the market price, and
original issues may be acquired at par, if the yield thereupon will be
not less than the yield which would be required in the case of special
obligations. Suc}?special obligations (under the provisions of sub-
section (c)) may be redeemed at par plus accrued interest, while all
other obligations may be sold at the market price.

Subsections (d) and (e) provide that the fund shall be invested as
a single fund, but that the Secretary of the Treasury shall maintain
a separate book account for each State agency and shall credit quar-
terly to each such account a proportionate part of the earnings of the
fund for such quarter. ~

The Secretary of the Treasury (under subsection (f)), is directed to
pay out of the amount to the credit of a State agency such amounts
as the State agency shall duly requisition, not to exceed the amount
standing to the credit of such State agency.

ADMINISTRATION, REFUNDS, AND PENALTIES

Section 905: Subsection (a) of this section provides that the tax
shall be collected by the Bureau of Internal Revenue and shall be
paid into the Treasury as internal-revenue collections.

Subsection (b) requires returns of the tax to be made by each em-
ployer not later than January 31 of each year in respect to employ-
ment in the preceding calendar year.

Subsection (¢) makes the returns filed under this title open to
inspection according to the rules laid down for income-tax returns
under the Revenue Act of 1926.

Subsection (d) allows the taxpayer to pay his tax in equal quarterly
installments as is the case with the Federal income tax.

Subsection (e) gives the Commissioner the right to give extensions
of time for the payment of tax or installments thereof, and subsection
(f) provides that in the payment of tax a fractional part of a cent
shall not be counted unless it amounts to one-half cent or more in
which case it shall be counted as 1 cent.

INTERSTATE COMMERCE

Section 906: This section provides that no person required under a
State law to make payments to an unemployment fund shall be re-
lieved from compliance therewith on the ground that he is engaged
in interstate commerce, or that the State law does not distinguish
between employees engaged in interstate commerce and those engaged
in intrastate commerce.

DEFINITIONS

Section 907: The definitions set up by this section are very impor-
tant in connection with the application and scope of the entire title.
They are as follows:

(a) Employer: The term ‘““employer”’ includes only those persons
who, in each of at least 13 weeks in the year, have a total number of
4 or more employees. (In the House bill it was 20 weeks and 10 or
more employees.) This means that if on 1 day a week for 13 weeks
(which need not be consecutive) there are 4 employees, the employer is
covered. The employees (who need not necessarily be the same
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people) need not all be employed at the same moment; it is enough
if during the day the total number is at least 4. The employees are
not counted unless thay are employed in “employment’ as defined
in this section.

(b) Wages: The term “wages” is defined to mean all remuneration
for employment, including the cash value of all remuneration paid in
any other medium than cash. That is, in addition to money pay-
ments, it includes payments in kind, rent, food, lodging, etc.

(c) The term ‘“employment’ is defined to mean any service per-
formed within the United States by an employee for his employer with
the following exceptions:

(1) Agricultural labor.

(2) Domestic service in a private home.

(3) Service performed as an officer or member of the crew of a vessel
on the navigable waters of the United States. (This does not exempt
the services of longshoremen and others who work in connection
with loading vessels.)

(4) Service performed by an individual in the employ of his son,
daughter, or spouse, and service performed by a child under 21 in
the employ of his parent.

(5) Service performed in the employ of the United States Govern-
ment or of an instrumentality of the United States.

(6) Service performed in the employ of a State, or political subdi-
vision thereof, or an instrumentality of one or more States or political
subdivisions.

(7) Service performed in the employ of corporations or organiza-
tions organized exclusively for religious, charitable, scientific, literary,
or educational purposes, no part of the net earnings of which accrue
to any private individual or shareholder.

If the service is within the excepted classes, the employer is exempt
from tax on the wages payable with respect to such service.

(d) The term “State agency’ is defined to mean any State officer,
board, or other authority, designated under a State law to administer
the State unemployment fund.

(e} The term ‘“unemployment fund” is defined to mean a special
fund, established by State law and administered by a State agency,
for the payment of unemployment compensation. A committee
amendment strikes out the requirement of the House bill that the
assets of the fund be mingled and undivided, and that no separate
account be maintained with respect to any person.

(f) The term ““contributions’’ is defined to mean payments required
to be made by an employer under a State law into an unemployment
fund, except that any payments which have been or may be deducted
from the wages of the individuals in his employ are not to be considered
as contributions under the definition.

(g) The term ‘“‘compensation’ is defined to mean cash benefits
payable to individuals with respect to their unemployment.

RULES AND REGULATIONS

Section 908: This section authorizes and directs the Commissioner
of Internal Revenue, with the approval of the Secretary of the
Treasury, to make and publish such rules and regulations for the
enforcement of this title as are necessary. The exception is made,

8, Rept. 628, T4~1——4
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however, that the authorization and direction above noted de not
apply to section 903, relating to certification of State laws, and to
section 904, relating to the unemployment trust fund.

ALLOWANCE OF ADDITIONAL CREDIT

Section 909: The Committee has added this section, and its com-
panion section 910, to the House bill. Subsection (a) provides that
a taxpayer under section 901 may, for 1938 or any taxable year there-
after, obtain an additional credit against his tax, under certain con-
ditions. Let us assume, for the purpose of giving a relatively simple
example, that he carries on business in only one State. He will credit
against the tax the amount of his contributions under the law of that
State; and, under this new section, he will also credit the amount by
which his contributions are less than they would have been if he had
been contributing at the maximum rate in the State. The additional
credit, however, 1s limited by not allowing it to exceed the difference
between the actual amount paid and the amount he would have

aid at a 2.7 percent rate; and subsection (b) also provides for limit-
ing the additional credit to the proper difference allowed by the
State law, diminishing it if the employer has failed to make any of the
contributions required of him,

In figuring what contributions the employer would have paid at
the maximum rate, the highest rate applicab{e to any employer each
time when contributions are payable is the rate considered.

Subsection (c¢) provides that even if an employer is getting credit
under section 902 and additional credit under this section, he shall
never credit against tax more than 90 percent of the tax.

CONDITIONS OF ADDITIONAL CREDIT ALLOWANCB

Section 910: This section places restrictions on the allowance of
the additional credit under section 909.

(1) The taxpayer whose case was considered in the discussion of
section 909 may have been contributing to a pooled fund in the State.
If he is contributing at a lower rate than that imposed on other em-
Eloyers in the State, he will get the additional credit; but only if he

as had at least 3 years of compensation experience under the State
law, and only if his lower rate is fixed as a result of his comparatively
favorable experience. A State rate might, therefore, vary at the
outset among different employers or industries, but the additional
credit would not be given until the compensation experience of the
favored employer had justified the variation.

(2) The taxpayer may have guaranteed the employment of his
employees, and be contributing to a guaranteed employment account
maintained by the State agency. In this case, if he claimed the
additional credit under section 909, he would get it only if his guaranty
had been fulfilled, and only if his guaranteed employment account
amounted to at least 7} percent of his guaranteed pay roll.

(3) The taxpayer may be contributing to a separate reserve
account, from which benefits are payable only to his employees. If
he claims the additional credit under section 909, it would be allowed
only if, in the preceding year, those of his employees who became
unemployed and were eligible for compensation received compensa-
tion from the reserve account. Furthermore, the additional credit
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would be allowed only if the reserve account amounted to 7% percent
of his pay roll, and was at least five times larger than the amount
paid out from it, in compensation, in that year (among the 3 preceding
years) when the greatest amount was thus paid out from it.

Subsection (c) defines terms used in this section; the committee
having added sections 909 and 910 as a new and distinct addition
superimposed upon the title, these definitions were placed here
rather than in section 907.

(1) “Reserve account’ is defined as a separate account in a State
unemployment fund, from which compensation is payable only to the
former employees of the employers, contributing to the account. The
account may be maintained with respect to one employer or a group
of employers.

(2) “Pooled fund” is an unemployment fund (or part of such a
fund, if some employers are maintaining separate accounts in the
fund) in which all contributions are mingled and undivided. Compen-
sation is payable from it regardless of whether the claimant was for-
merly in the employ of an employer contributing to the pooled fund;
but where some employers in the State have reserve accounts, their
former employees get compensation from the pooled fund only if the
reserve accounts are exhausted.

(8) “Guaranteed employment account’’ is, like a reserve account,
a separate account in an unemployment fund, but it can be main-
tained only with respect to certain employers. Compensation is pay-
able from it to those of such employer’s employees who, having been
guaranteed employment, nevertheless become unemployed due to a
failure to fulfill the guaranty, or become unemplpyed at the end of
the year for which the guaranty was made, due to the nonrenewal of
the guaranty. To be a ‘“guaranteed employment account’, such
separate account would have to be maintained with respect to an
employer who had guaranteed the wages of all of his employees (or,
if he maintains more than one distinct business establishment, of all
the employees in at least one such establishment), for at least 40
weeks in a 12-month period. The wages guaranteed should be for at
least 30 hours a week; but if 41 weeks, for instance, were guaranteed
instead of 40, the weekly hours guaranteed could be cut from 30 to
29; and if 42 weeks were guaranteed, only 28 hours wages per week
would need to be guaranteed. While ordinarily all the employees
would have to be covered, the employer would not have to extend
the guaranty to any new employee until the latter had served a pro-
bationary period of not more than 12 consecutive weeks.

(4) “Year of compensation experience’’, used only in relation to
an employer, is defined as any calendar year during which, at all
times In the year, a former employee of such employer, if there was
one who was eligible for compensation, could receive compensation
under the State law.

TITLE X. GRANTS TO STATES FOR AID TO THE BLIND

This title (which is inserted by committee amendment) provides for
Federal grants-in-aid to States, for the payment of assistance to
persons who are permanently blind. The grants are to be made on
an equal matching (50-50) basis, except that in the case of no indi-
vidual will the Federal Government’s share exceed $15 per month.
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APPROPRIATION

Section 1001: $3,000,000 is authorized to be appropriated for the
fiscal year 1936, and for each fiscal year thereafter sums sufficient to
carry out the purpose of this title. The money is to be paid to States
whose plan for aid to the blind has been approved by the Social
Security Board, as complying with the requirements of section 1002.

STATE PLANS FOR AID TO THE BLIND

Section 1002: To be approved, a State plan must meet certain re-
quirements laid down in subsection (a), and must be sufficiently
liberal in its eligibility requirements, in accordance with subsection (b).

(a) The requirements which must be met by the State law are
similar to the first six requirements which a State old-age assistance
plan, under section 2, must meet, likewise similar to the conditions
which a State plan for aid to dependent children must meet under
section 402 (a). An additional requirement is that the plan must
provide that no aid under the plan will be furnished to any individual
with respect to any period for which he is receiving old-age assistance
under the State plan approved under section 2.

(b) The liberality of the eligibility requirements, which a State
plan must contain, are worded in a similar fashion to paragraphs (2)
and (3) of section 2 (b). ‘These relate to residence and citizenship.
In the State plan for aid to the blind no limitation is placed upon any
age requirement which the State-may impose.

PAYMENTS TO STATES

Section 1003: Payments to the States are to be made quarterly, in
a method similar to that described in connection with section 3. The
State payments will be matched (up to $15) regardless of the age of
the blind recipient.

OPERATION OF STATE PLANS

Section 1004: A State with an approved plan will not receive pay-
ments if the Board finds that the State is not substantially complying
with its plan.

ADMINISTRATION

Section 1005: $30,000 is authorized to be appropriated for the fiscal
year for the administrative expenses of the Board. There is no
limitation on the appropriation for future years.

DEFINITION

Section 1006: Aid to the blind is confined to payments in cash, to
persons permanently blind.

TITLE XI. UNITED STATES ANNUITY BONDS

This title (which is inserted by committee amendment) provides
that the United States may borrow money to meet public expendi-
tures and retire the public debt by the issuance under the Second
Liberty Bond Act, as amended, of annuity bonds payable in install-
ments, but the amount payable to any individ’uaf) shall not exceed
$100 a month.
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AUTHORITY FOR ISSUANCE

Section 1101: The Secretary of the Treasury is authorized, with the
approval of the President, to borrow funds to meet public expendi-
tures and to retire the public debt and to issue therefor under the
authority of the Second Liberty Bond Act, as amended, bonds to be
known as “United States Annuity Bonds”. The Secretary of the
Treasury is authorized to prescribe the forms, amounts, terms, and
conditions of such bonds.

TERMS OF ANNUITY BONDS

Section 1102 (a): Annuity bonds shall be payable in installments.

(b): The Secretary of the Treasury may offer annuity bonds to be
payable during (1) a fixed term of years, or (2) the life of the annuitaht
or the lives of two annuitants, or (3) a term of years fixed or the life
of the annuitant, whichever period may be the longer, or (4) a term
of years fixed or the lives of two annuitants, whichever period may
be the longer.

(¢): The installments shall be such as to afford an investment yield
not in excess of 3 percent per annum compounded semiannually.

(d): Annuity bonds shall be redeemable (1) in case of the death of
the annuitant, or (2) in such other cases as the Secretary of the
Treasury may prescribe.

TERMS AND CONDITIONS OF ISSUEB

Section 1103 (a): Annuity bonds may be purchased by payment in
full (1) in cash, or (2) by surrender of United States savings bonds at
redemption value thereof, or (3) in installments.

(b): Annuity bonds may be 1ssued only to citizens of the United
States and in amounts to provide an annuity of not less than $60 or
more than $1,200 in any 1 year, and no individual shall be entitled to
receive under United States annuity bonds, annuities aggregating
more than $1,200 in any 1 year.

CONTRACTS FOR ANNUITY BONDS

Section 1104: The Secretary of the Treasury is authorized to make
contracts for the issuance of annuity bonds under which the annuity
bonds may be bought by the payment of small amounts from time to
time.

TAXES AND TAX EXEMPTIONS

Section 1105: Annuity bonds shall be exempt from taxation, but
annuity and redemption payments shall be subject to taxation by the
United States, the States, and local taxing authorities to the extent
that such payments upon other annuity bonds or agreements are taxed.

GENERAL CONDITIONS

Section 1106: Annuity bonds, contracts therefor, and rights existing
thereunder shall not be transferable or assignable in law or in equity,
except that if the Secretary of the Treasury is furnished with a copy
of an order, judgment, or decree of a court estabhshing that the pay-
ments for the annuity bond were made with the actual intent to
defraud creditors of the person making the payment, the Secretary
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of the Treasury shall pay into the court an amount equal to the pay-
ments so made. In such cases the Secretary is authorized to cancel
the annuity bond or contract therefor upon payment of any balance
to the annuitant or contracting party, or to reduce the amount of
the installments under the annuity bond.

RECEIPTS AND PAYMENTS

Section 1107: All payments received for or on account of annuity
bonds shall be covered into the Treasury as public-debt receipts and
the Secretary is authorized and directed to make, from any money in
the Treasury not otherwise appropriated, as public-debt redemptions,
the payments provided for in the annuity bonds.

PENALTIES

Section 1108: Whoever, in any application for an annuity bond or
contract therefor, makes any false statement as to any material
fact, knowing such statement to.be false, shall forfeit to the United
States twice the difference between (1) the net value of the annuity
bond or the credits under such contract, at the time of such forfeiture,
and (2) the amount which would have been the net value of such
annuity bond or credits at that time had such false statement not
been made. The Secretary of the Treasury is authorized to enforce
such forfeiture in any court of competent jurisdiction, and upon such
forfeiture the Secretary of the Treasury shall cancel such annuity
bond or contract therefor and make payment of the balance to the
annuitant or contracting party after satisfying the forfeiture and any
costs of the proceedings.

FISCAL AGENCY SERVICES

Section 1109: At the request of the Secretary of the Treasury, the
Postmaster General shall require the employees of the Post Office
Department and of the Postal Service to perform such fiscal services
as may be desirable in connection with the sale and delivery of an-
nuity bonds, contracts therefor, and stamps and other evidence or
means of payment therefor.

DEPOSITS WITH POSTAL SAVINGS SYSTEM

Section 1110: At the request of the Secretary of the Treasury, the
board of trustees of the Postal Savings System is authorized to per-
mit (a) the withdrawal of Postal Savings deposits on less than 60
days’ notice for the purpose of acquiring United States annuity bonds;
and (b) deposits with it to the credit of the United States as payment
for United States annuity bonds or under contracts therefor.

REPORTS

Section 1111: The Secretary of the Treasury shall include in his

apFual report to Congress a full account of the administration of this
title.
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TITLE XII. GENERAL PROVISIONS

DEFINITIONS
Section 1201 contains definitions of “State’”’, “United States’’,
“person”, “corporation”’, “shareholder’’, and ‘‘employee.”

Section 1201 (d) provides that nothing in this act shall be construed
as authorizing any Federal official in carrying out the provisions of
this act to take charge, in violation of the law of a State, of any child
over the objection of the parents.

RULES AND REGULATIONS

Section 1202 provides for the making of regulations by the Secretary
of the Treasury, the Secretary of Labor, and the Social Security
Board, respectively, for carrying out the functions with which each 1s

charged.
SEPARABILITY

Section 1203 is the usual separability clause.
RESERVATION OF POWER
Section 1204 reserves to Congress the right to alter, amend, or repeal
any portion of the act.

SHORT TITLH

Section 1205 provides that the act may be cited as the ‘‘Social
Security Act.”
@)
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IN THE HOUSE OF REPRESENTATIVES
APRIL 4,1935

Mr. DoucaTON introduced the following bill; which was referred to the Com-
mittee on Ways and Means and ordered to be printed

ArriL 8, 1935.

Committed to the Committee of the Whole House on the State of the Union
and ordered to be printed

A BILL

To provide for the general welfare by establishing a system of
Federal old-age benefits, and by enabling the several States
to make more adequate provision for aged persons, dependent
and crippled children, maternal and child welfare, public
health, and the administration of their unemployment eom-
pensation laws; to establish a Social Security Board; to raise

revenue; and for other purposes.

1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembled,
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TITLE I—GRANTS TO STATES FOR OLD-AGE
ASSISTANCE
APPROPRIATION

SecTioN 1. For the purpose of enabling each State
to furnish financial assistance assuring, as far as practicable
under the conditions in such State, a reasonable subsistence
compatible with decency and health to aged individuals with-
out such subsistence, there is hereby authorized to be appro-
priated for the fiscal year ending June 30, 1936, the sum
of $49,750,000, and there is hereby authorized to be appro-
priated for cach fiscal year thercafter a sum sufficient to
carry out the purposes of this title. The sums made avail-
able under this section shall be used for making payments to
States which have submitted, and had approved by the Social
Security Board established by Title VII (hereinafter
referred to as the “ Board”), State plans for old-age
assistance.

STATE OLD-AGE ASSISTANCE PLANS

Sec. 2. (a) A State plan for old-age assistance must
(1) provide that it shall be in effect in all political subdivi-
sions of the State, and, if administered by them, be manda-
tory upon them; (2) provide for financial participation
by the State; (3) either provide for the establishment or
designation of a six;gle State agency to administer the plan,

or provide for the establishment or designation of a single
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State agency to supervise the administration of the plan;
(4) provide for granting to any individual, whose claim for
old-age assistance is denied, an opportunity for a fair hear-
ing before such State agency; (5) provide such methods
of administration (other than those relating to selection,
tenure of office, and compensation of personnel) as are
found by the Board to be necessary for the efficient oper-
ation of the plan; (6) provide that the State agency will
make such reports, in such form and containing such informa-
tion, as the Board may from time to time require, and
comply with such provisions as the Board may from time
to time find necessary to assure the correctness and verifica-
tion of such reports; and (7) provide that, if the State or
any of its political subdivisions collects from the estate of
any recipient of old-age assistance any amount with respect
to old-age assistance furnished him under the plan, one-half
of the net amount so collected shall be promptly paid to the
United States. Any payment so made shall be deposited
in the Treasury to the credit of the appropriation for the
purposes of this title.

(b) The Board shall approve any plan which fulfills
the conditions specified in subsection (a), except that it shall
not approve any plan which imposes, as a condition of

eligibility for old-age assistance under the plan—
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(1) An age requirement of more than sixty-five
years, except that the plan may impose, effective until
January 1, 1940, an age requirement of as much as
seventy years; or

(2) Any residence requirement which excludes
any resident of the State who has resided therein five
years during the nine years immediately preceding the
application for old-age assistance and has resided therein
continuously for one year immediately preceding the
application ; or

(3) Any citizenship requirement which excludes
any citizen of the United States.

PAYMENT TO STATES

Sec. 3. (a) From the sums appropriated therefor, the

Secretary of the Treasury shall pay to each State which

.has an approved plan for old-age assistance, for each quarter,

beginning with the quarter commencing July 1, 1935, (1)
an amount, which shall be used exclusively as old-age as-
sistance, equal to one-half of the total of the sums expended
during such quarter as old-age assistance under the State
plan with respect to each individual who at the time of such
expenditure is sixty-five years of age or older and is not
an inmate of a public institution, not counting so much
of such expenditure with respect to any individual for any

month as exceeds $30, and (2) 5 per centum of such
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amount, which shall be used for paying the costs of ad-
ministering the State plan or for old-age assistance, or both,
and for no other purpose.
(b) The method of computing and paying such amounts
shall be as follows:

(1) The Board shall, prior to the beginning of
each quarter, estimate the amount to be paid to the
State for such quarter under the provisions of clause
(1) of subsection (a), such estimate to be based
on (A) a report filed by the State containing its
estimate of the total sum to be expended in such
quarter in accordance with the provisions of such
clause, and stating the amount appropriated or made
available by the State and its political subdivisions
for such expenditures in such quarter, and if such
amount is less than one-half of the total sum of such
estimated expenditures, the source or sources from which
the difference is expected to be derived, (B) records
showing the number of aged individuals in the State,
and (C) such other investigation as the Board may find
necessary.

(2) The Board shall then certify to the Secretary
of the Treasury the amount so estimated by the Board,
reduced or increased, as the case may be, by any sum

by which it finds that its estimate for any prior quarter
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was greater or less than the amount which should have
been paid to the State under clause (1) of sub-
section (a) for such quarter, except to the extent that
such sum has been applied to make the amount certified
for any prior quarter greater or less than the amount
estimated by the Board for such prior quarter.

(8) The Secretary of the Treasury shall there-
upon, through the Division of Disbursement of the
Treasury Department and prior to audit or settlement
by the General Accounting Office, pay to the State,
at the time or times fixed by the Board, the amount
so certified, increased by 5 per centum.

OPERATION OF STATE PLANS
SeEc. 4. In the case of any State plan for old-age
assistance which has been approved by the Board, if the
Board, after notice and opportunity for hearing to the State
agency administering or supervising the administration of
such plan, finds—

(1) that the plan has been so changed as to im-
pose any age, residence, or citizenship requirement
prohibited by section 2 (b), or that in che administra-
tion of the plan any such prohibited requirement is
imposed, with the knowledge of such State agency, in

a substantial number of cases; or
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(2) that in the administration of the plan there
is a failure to comply substantially with any provision
required by section 2 (a) to be included in the plan;
the Board shall notify such State agency that further pay-
ments will. not be made to the State until the Board is satis-
fied that such prohibited requirement is no longer so imposed,
and that there is no longer any such failure to comply.
Until it is so satisfied it shall make no further certification
to the Secretary of the Treasury with respect to such State.
ADMINISTRATION
SEC. 5. There is hereby authorized to be appropri-
ated for the fiscal year ending June 30, 1936, the sum
of $250,000, for all necessary expenses of the Board in
administering the provisions of this title.
'DEFINITION
SECc. 6. When used in this title the term  old-age
assistance ”’ means money payments to aged individuals.
TITLE II—FEDERAL OLD-AGE BENEFITS
OID-AGE RESERVE ACCOUNT
SecrioN 201. (a) There is hereby created an account
in the Treasury of the United States to be known as the
“Old-Age Reserve Account ” hereinafter in this title called
the “Account ”. There is hereby authorized to be appro-

priated to the Account for each fiscal year, beginning with
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the fiscal year ending June 30, 1937, an amount sufficient as
an annual premium to provide for the payments required
under this title, such amount to be determined on a reserve
basis in accordance with accepted actuarial principles, and
based upon such tables of mortality as the Secretary of the
Treasury shall from time to time adopt, and upon an interest
rate of 3 per centum per annum compounded annually. The
Secretary of the Treasury shall submit annually to the
Bureau of the Budget an estimate of the appropriations to
be made to the Account.

(b) It shall be the duty of the Secretary of the
Treasury to invest such portion of the amounts credited
to the Account as is not, in his judgment, required to
meet current payments. Such investment shall be made
in any interest-bearing obligations of the United States or
in any obligations guaranteed as to both principal and interest
by the United States. The Secretary of the Treasury may at
any time sell any such obligations. The interest on, and the
proceeds from the sale of, any such obligations shall be
credited to the Account.

(¢) All amounts credited to the Account shall be
available for making payments required under this title.

(d) The Secretary of the Treasury shall include in

his annual report the actuarial status of the Account.
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OLD-AGE BENEFIT PAYMENTS

Src. 202. (a) Every qualified individual (as defined in
section 210) shall be entitled to receive, with respect to the
period beginning on the date he attains the age of sixty-five,
or on January 1, 1942, whichever is the later, and ending
on the date of his death, an old-age benefit (payable as
nearly as practicable in equal monthly installments) as
follows:

(1) If the total wages (as defined in section
210) determined by the Board to have been paid to
him, with respect to employment (as defined in section
210) after December 31, 1936, and before he attained
the age of sixty-five, were not more than $3,000, the
old-age benefit shall be at a monthly rate of one-half
of 1 per centum of such total wages;

(2) If such total wages were more than $3,000,
the old-age benefit shall be at a monthly rate equal to
the sum of the following:

(A) One-half of 1 per centum of $3,000;
plus

(B) One-twelfth of 1 per centum of the
amount by which such total wages exceeded
$3,000 and did not exceed $45,000; plus

(C) One-twenty-fourth of 1 per centum of
the amount by which such total wages exceeded

$45,000.
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(b) In no case shall the monthly rate computed under
subsection (a) exceed $85.

(¢) If the Board finds at any time that more or less
than the correct amount has theretofore been paid to any
individual under this section, then, under regulations made
by the Board, proper adjustments shall be made in con-
nection with subsequent payments under this section to the
same individual.

PAYMENTS UPON DEATH

Sec. 203. (a) If any individual dies before attaining
the age of sixty-five, there shall be paid to his estate an
amount equal to 3% per centum of the total wages deter-
mined by the Board to have been paid to him, with respect
to employment after December 31, 1936.

(b) If the Board finds that the correct amount of the
old-age benefit payable to a qualified individual during his
life under section 202 was less than 3% per centum of the
total wages by which such old-age benefit was measurable,
then there shall be paid to his estate a sum equal to the
amount, if any, by which such 3% per centum exceeds the
amount (whether more or less than the correct amount)
paid to him during his life as old-age benefit.

(¢) If the Board finds that the total amount paid
to a qualified individual under an old-age benefit during

his life was less than the correct amount to which he was
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entitled under section 202, and that the correct amount of
such old-age benefit was 3% per centum or more of the
total wages by which such old-age benefit was measurable,
then there shall be paid to his estate a sum equal to the
amount, if any, by which the correct amount of the old-age
benefit exceeds the amount which was so paid to him
during his life.

PAYMENTS TO AGED INDIVIDUALS NOT QUALIFIED FOR

BENEFITS

SEC. 204. (a) There shall be paid in a lump sum to any
individual who, upon attaining the age of sixty-five, is not a
qualified individual, an amount equal to 34 per centum of the
total wages determined by the Board to have been paid to
him, with respect to employment after December 31, 1936,
and before he attained the age of sixty-five.

(b) After any individual becomes entitled to any pay-
ment under subsection (a), no other payment shall be made
under this title in any manner measured by wages paid
to him, except that any part of any payment under subsection
(a) which is not paid to him before his death shall be paid to
his estate.

AMOUNTS OF $500 OR LESS PAYABLE TO ESTATES

SEc. 205. If any amount payable to an estate under
section 203 or 204 is $500 or less, such amount may, under

regulations prescribed by the Board, be paid to the persons
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found by the Board to be entitled thereto under the law of
the State in which the deceased was domiciled, without the
necessity of compliance with the requirements of law with
respect to the administration of such estate.
OVERPAYMENTS DURING LIFE

Sec. 206. If the Board finds that the total amount paid
to a qualified individual under an old-age benefit during his
life was more than the correct amount to which he was
entitled under section 202, and was 33 per centum or more
of the total wages by which such old-age benefit was meas-
urable, then upon his death there shall be repaid to the
United States by his estate the amount, if any, by which
such total amount paid to him during his life exceeds which-
ever of the following is the greater: (1) Such 3% per
centum, or (2) the correct amount to which he was entitled
under section 202.

METHOD OF MAKING PAYMENTS

Sec. 207. The Board shall from time to time certify
to the Secretary of the Treasury the name and address of
each person entitled to receive a payment under this title,
the amount of such payment, and the time at which it
should be made, and the Secretary of the Treasury through
the Division of Disbursement of the Treasury Department,
and prior to audit or settlement by the Gieneral Account-

ing Office, shall make payment in accordance with the
certification by the Board.
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ASSIGNMENT

SEc. 208. The right of any person to any future pay-
ment under this title shall not be transferable or assignable,
at law or in equity, and none of the moneys paid or payable
or rights existing under this title shall be subject to execu-
tion, levy, attachment, garnishment, or other legal process,
or to the operation of any bankruptcy or insolvency law.

PENALTIES

SEc. 209. Whoever in any application for any pay-
ment under this title makes any false statement as to any
material fact, knowing such statement to be false, shall
be fined not more than $1,000 or imprisoned for not more
than one year, or both.

DEFINITIONS

SEC. 210. When used in this title—

(a) The term ‘‘wages” means all remuneration for
employment, including the cash value of all remuneration
paid in any medium other than cash; except that such term
shall not include that part of the remuneration which, after
remuneration equal to $3,000 has been paid to an indi-
vidual by an employer with respect to employment during
any calendar year, is paid to such individual by such
employer with respect to employment during such calendar

year.
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b) The term * employment’’ means any service,
pioy y

of whatever nature, performed within the United States by

an employee for his employer, except—

(1) Agricultural labor;

(2) Domestic service in a private home;

(3) Casual labor not in the course of the em-
ployer’s trade or business;

(4) Service performed as an officer or member
of the crew of a vessel documented under the laws of
the United States or of any foreign country;

(5) Service performed in the employ of the
United States Government or of an instrumentality of
the United States;

(6) Service performed in the employ of a State,
a political subdivision thereof, or an instrumentality
of one or more States or political subdivisions;

(7) Service performed in the employ of a cor-
poration, community chest, fund, or foundation, organ-
ized and operated exclusively for religious, charitable,
scientific, literary, or educational purposes, no part of
the net earnings of which inures to the benefit of any
private shareholder or individual.

(¢) The term ‘‘ qualified individual ” means any indi-

vidual with respect to whom it appears to the satisfaction of

the Board that—
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(1) He is at least sixty-five years of age; and
(2) The total amount of wages paid to him, with
respect to employment after December 31, 1936, and
before he attained the age of sixty-five, was not less
than $2,000; and
(3) Wages were paid to him, with respect to
employment on some five days after December 31,
1936, and before he attained the age of sixty-five,
each day being in a different calendar year.
TITLE III—GRANTS TO STATES FOR UNEMPLOY-
MENT COMPENSATION ADMINISTRATION
APPROPRIATION
SecTioN 301. For the purpose of assisting the States
in the administration of their unemployment compensation
laws, there is hereby authorized to be appropriated, for the
fiscal year ending June 30, 1936, the sum of $4,000,000,
and for each fiscal year thereafter the sum of $49,000,000,
to be used as hereinafter provided.
PAYMENTS TO STATES
Sec. 302. (a) The Board shall from time to time cer-
tify to the Secretary of the Treasury for payment to each
State which has an unemployment compensation law ap-
proved by the Board under Title IX, such amounts as the
Board determines to be necessary for the proper adminis-

tration of such law during the fiscal year in which such
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payment is to be made. The Board’s determination shall
be based on (1) the population of the State; (2) an esti-
mate of the number of persons covered by the State law and
of the cost of proper administration of such law; and (3)
such other factors as the Board finds relevant. The Board
shall not certify for payment under this section in any fiscal
year a total amount in excess of the amount appropriated
therefor for such fiscal year.

(b) Out of the sums appropriated therefor, the Secre-
tary of the Treasury shall, upon receiving a certification
under subsection (a), pay, through the Division of Dis-
bursement of the Treasury Department and prior to audit or
settlement by the General Accounting Office, to the State
agency charged with the administration of such law the
amount so certified.

PROVISIONS OF STATE LAWS

Sec. 303. (a) The Board shall make no certification
for payment to any State unless it finds that the law of such
State, approved by the Board under Title IX, includes
provisions for—

(1) Such methods of administration (other than
those relating to selection, tenure of office, and com-
pensation of personnel) as are found by the Board to
be reasonably calculated to insure full payment of

unemployment compensation when due; and



[\

S v B W

-1

10
11
12
13

14

16
17
18
19
20
21

23
24
25

17

(2) Payment of unemployment compensation
solely through public employment offices in the State;
and

(3) Opportunity for a fair hearing, before an
impartial tribunal, for all individuals whose claims for
unemployment compensation are denied; and

(4) The payment of all money received in the
unemployment fund of such State, immediately upon
such receipt, to the Secretary of the Treasury to the
credit of the Unemployment Trust Fund established by
section 904 ; and

(5) Expenditure of all money requisitioned by
the State agency from the Unemployment Trust Fund,
in the payment of unemployment compensation, exclu-
sive of expenses of administration; and

(6) The making of such reports, in such form
and containing such information, as the Board may
from time to time require, and compliance with such
provisions as the Board may from time to time find
necessary to assure the correctness and verification of
such reports; and

(7) Making available upon request to any agency
of the United States charged with the administration
of public works or assistance through public employ-

ment, the name, address, ordinary occupation and em-

H. R. 7260—2
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ployment status of each recipient of unemployment com-

pensation, and a statement of such recipient’s rights to

further compensation under such law.

(b) Whenever the Board, after notice and opportunity
for hea;'ing to the State agency charged with the administra-
tion of the State law, finds that in the administration of the
law there 15—

(1) a denial, in a substantial number of cases, of
unemployment compensation to individuals entitled
thereto under such law; or

(2) a failure to comply substantially with any
provision specified in subsection (a) ;

the Board shall notify such State agency that further pay-
ments will not be made to the State until the Board is sat-
isfied that there is no longer any such denial or failure to
comply. TUntil it is so satisfied it shall make no further
certification to the Secretary of the Treasury with respect
to such State.

TITLE IV—GRANTS TO STATES FOR AID TO
DEPENDENT CHILDREN
APPROPRIATION

SecTION 401. For the purpose of enabling each State
to furnish financial assistance assuring, as far as practicable
under the conditions in such State, a reasonable subsistence

compatible with decency and health to dependent children
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without such subsistence, there is hereby authorized to be ap-
propriated for the fiscal year ending June 30, 1936, the sum
of $24,750,000, and there is hereby authorized to be appro-
priated for each fiscal year thereafter a sum sufficient to
carry out the purposes of this title. The sums made avail-
able under this section shall be used for making payments to
States which have submitted, and had approved by the
Board, State plans for aid to dependent children.
STATE PLANS FOR AID TO DEPENDENT CHILDREN

Sec. 402. (a) A State plan for aid to dependent chil-
dren must (1) provide that it shall be in effect in all political
subdivisions of the State, and, if administered by them, be
mandatory upon them; (2) provide for financial partici-
pation by the State; (3) either provide for the establish-
ment or designation of a single State agency to administer
the plan, or provide for the establishment or designation of
a single State agency to supervise the administration of the
plan; (4) provide for granting to any individual, whose claim
with respect to aid to a dependent child is denied, an oppor-
tunity for a fair hearing before such State agency; (5) pro-
vide such methods of administration (other than those relat-
ing to selection, tenure of office, and compensation of per-
sonnel) as are found by the Board to be necessary for the
efficient operation of the plan; and (6) provide that the

State agency will make such reports, in such form and con-
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taining such information, as the Board may from time to time
require, and comply with such provisions as the Board may
from time to:time find necessary to assure the correctness and
verification of such reports.

(b) The Board shall approve any plan which fulfills
the conditions specified in subsection (a), except that it
shall not approve any plan which imposes as a condition of
eligibility for aid to dependent children, a residence require-
ment which denies aid with respect to any child residing in
the State (1) who has resided in the State for one year
immediately preceding the application for such aid, or (2)
who was born within the State within one year immediately
preceding the application.

PAYMENT TO STATES

Src. 403. (a) TFrom the sums appropriated therefor,
the Secretary of the Treasury shall pay to each State which
has an approved plan for aid to dependent children, for each
quarter, beginning with the quarter commencing July 1,
1935, an amount, which shall be used exclusively for carry-
ing -out the State plan, equal to one-third of the total of the
sums expended during such quarter under such plan, not
counting so much of such expenditure with respect to any
dependent child for any month as exceeds $18, or if there
is more than one dependent child in the same home, as

exceeds $18 for any month with respect to one such depend-
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ent child and $12 for such month with respect to each, of

the other dependent children.

(b) The method of computing and paying such

amounts shall be as follows:

(1) The Board shall, prior to the beginning of
each quarter, estimate the amount to be paid to the
State for such quarter under the provisions of subsec-
tion (a), such estimate to be based on (A) a report
filed by the State containing its estimate of the total
sum to be expended in such quarter in accordance with
the provisions of such subsection and stating the
amount appropriated or made available by the
State and its political subdivisions for such expenditures
in such quarter, and if such amount is less than two-
thirds of the total sum of such estimated expenditures,
the source or sources from which the difference is
expected to be derived, (B) records showing the num-
ber of dependent children in the State, and (C) such
other investigation as the Board may find necessary.

(2) The Board shall then certify to the Secre-
tary of the Treasury the amount so estimated by the
Board, reduced or increased, as the case may be, by
any sum by which it finds that its estimate for any
prior quarter was greater or less than the amount which

should have been paid to the State for such quarter,
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except to the extent that such sum has been applied
to make the amount certified for any prior quarter
greater or less than the amount estimated by the Board
for such prior quarter.

(3) The Secretary of the Treasury shall there-
upon, through the Division of Disbursement of the
Treasury Department and prior to audit or settlement
by the General Accounting Office, pay to the State,
at the time or times fixed by the Board, the amount so
certified.

OPERATION OF STATE PLANS
SEC. 404. In the case of any State plan for aid to
dependent children which has been approved by the Board,
if the Board, after notice and opportunity for hearing to the
State agency administering or supervising the administra-
tion of such plan, finds—

(1) that the plan has been so changed as to im-
pose any residence requirement prohibited by section
402 (b), or that in the administration of the plan any
such prohibited requirement is imposed, with the knowl-
edge of such State agency, in a substantial number of
cases; or

(2) that in the administration of the plan there is
a failure to comply substantially with any provision

required by section 402 (a) to be included in the plan;
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the Board shall notify such State agency that further pay-
ments will not be made to the State until the Board is
satisfied that such prohibited requirement is no longer so
imposed, and that there is no longer any such failure to
comply. Until it is so satisfied it shall make no further
certification to the Secretary of the Treasury with respect
to such State.
ADMINISTRATION

SEC. 405. There is hereby authorized to be appro-
priated for the fiscal year ending June 30, 1936, the sum of
$250,000 for all necessary expenses of the Board in admin-
istering the provisions of this title.

DEFINITIONS

SEC. 406. When used in this title—

(a) The term * dependent child ” means a child under
the age of sixteen who is living with his father, mother,
grandfather, grandmother, brother, sister, stepfather, step-
mother, stepbrother, stepsister, uncle, or aunt, in a residence
maintained by one or more of such relatives as his or their
own home; _

(b) The term “aid to dependent children” means
money payments with respect to a dependent child or

dependent children,
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TITLE V—GRANTS TO STATES FOR MATERNAL
AND CHILD WELFARE
PaRT 1—MATERNAL AND CHILD HEALTH SERVICES
APPROPRIATION

SECTION 501. For the purpose of enabling each State
to extend and improve, as far as practicable under the condi-
tions in such State, services for promoting the health of
mothers and children, especially in rural areas and in areas
suffering from severe economic distress, there is hereby
anthorized to be appropriated for each fiscal year, beginning
with the fiscal year ending June 30, 1936, the sum of
$3,800,000. The sums made available under this section
shall be used for making payments to States which have
submitted, and had approved by the Chief of the Children’s
Bureau, State plans for such services.

ALLOTMENTS TO STATES

SEC. 502. (a) Out of the sums appropriated pursuant to
section 501 for each fiscal year the Secretary of Labor shall
allot to each State $20,000, and such part of $1,800,000
as he finds that the number of live births in such State bears
to the total number of live births in the United States.

(b) Out of the sums appropriated pursuant to section
501 for each fiscal year the Secretary of Labor shall allot
to the States $980,000 (in addition to the allotments made

under subsection (a)), according to the financial need of
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each State for assistance in carrying out its State plan, as
determined by him after taking into consideration the num-
ber of live births in such State.

{c) The amount of any allotment to a State under
subsection (a) for any fiscal year remaining unpaid to
such State at the end of such fiscal year shall be available
for payment to such State under section 504 until the end
of the second succeeding fiscal year. No payment to a
State under section 504 shall be made out of its allotment
for any fiscal year until its allotment for the preceding
fiscal year has been exhausted or has ceased to be available.

APPROVAL OF STATE PLANS

Sec. 503. (a) A State plan for maternal and child-
health services must (1) provide for financial participa-
tion by the State; (2) provide for the administration of the
plan or the supervision of the administration of the plan by
the State health agency; (8) provide such methods of ad-
ministration (other than those relating to selection, tenure
of office, and compensation of personnel) as are found by
the Chief of the Children’s Bureau to be necessary for the
efficient operation of the plan; (4) provide that the State
health agency will make such reports, in such form and con-
taining such information, as the Secretary of Labor may
from time to time require, and comply with such provisions

as he may from time to time find necessary to assure the
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correctness and verification of such reports; (5) provide
for the extension and improvement of local maternal and
child-health services administered by local child-health units;
(6) provide for oooper‘atioh with medical, nursing, and wel-
fare groups and organizations; and (7) provide for the
development of demonstration services in needy areas and
among groups in special need.

(b) The Chief of the Children’s Bureau shall approve
any plan which fulfills the conditions specified in subsection
(a) and shall thereupon notify the Secretary of Labor and
the State health agency of his approval.

PAYMENT TO STATES

Sec. 504. (a) From the sums appropriated therefor
and the allotments available under section 502 (a), the Secre-
tary of the Treasury shall pay to each State which has an
approved plan for maternal and child-health services, for
each quarter, beginning July 1, 1935, an amount, which
shall be used exclusively for carrying out the State plan,
equal to one-half of the total sum expended during such
quarter for carrying out such plan.

(b) The method of computing and paying such
amounts shall be as follows:

(1) The Secretary of Labor shall, prior to the
beginning of each quarter, estimate the amount to be

paid to the State for such quarter under the provisions
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of subsection (a), such estimate to be based on (A)
a report filed by the State containing its estimate. of
the total sum to be expended in such quarter in ac-
cordance with the provisions of such subsection and stat-
ing the amount appropriated or made available
by the State for such expenditures in such quarter,
and if such amount is less than one-half of the total
sum of such estimated expenditures, the source or
sources from which the difference is expected to be
derived, and (B) such investigation as he may find
necessary.

(2) The Secretary of Labor shall then certify the
amount so estimated by him to the Secretary of the
Treasury, reduced or increased, as the case may be,
by any sum by which the Secretary of Labor finds
that his estimate for any prior quarter was greater
or less than the amount which should have been paid
to the State for such quarter, except to the extent
that such sum has been applied to make the amount
certified for any prior quarter greater or less than the
amount estimated by the Secretary of Labor for such
prior quarter.

(3) The Secretary of the Treasury shall there-
upon, through the Division of Disbursement of the

Treasury Department and prior to audit or settlement
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by the General Accounting Office, pay to the State, at
the time or times fixed by the Secretary of Labor, the
amount so certified.

{¢) The Secretary of Labor shall from time to time

certify to the Secretary -of the Treasury the amounts to be
- paid to the States from the allotments available under sec-

tion 502 (b), and the Secretary of the Treasury shall,

through the Division of Disbursement of the Treasury De-
partment and prior to audit or settlement by the General
Accounting Office, make payments of such amounts from
such allotments at the time or times specified by the
Secretary of Labor.
OPERATION OF STATE PLANS

Sec. 505. In the c‘ase of any State plan for maternal
and child-health services which has been approved by the
Chief of the Children’s Bureau, if the Secretary of Labor,
after notice and opportunity for hearing to the State agency

administering or supervising the administration of such plan,

. finds that in the administration of the plan there is a failure

to comply substantially with any provision required by sec-
tion 503 to be included in the plan, he shall notify such
State agency that further payments will not be made to the
State until he is satisfied that there is no longer any such
failure to comply. Until he is so satisfied he shall make no
further certification to the Secretary of the Treasury with

respect to such State.



® 0 I & Ot B W DN e

R B B DD R DD DD = = e e = = e
A TR W N =R & o I S W B W D = O

29
PART 2—SERVICES FOR CRIPPLED CHILDREN
APPROPRIATION

SEc.. 511. For the purpose of enabling each State to
extend and improve (especially in rural areas and in areas
suffering from severe economic distress), as far as prae-
ticable under the conditions in such State, services for locating
crippled children, and for providing medical, surgical, cor-
rective, and other services and care, and facilities for
diagnosis, hospitalization, and aftercare, for children who are
crippled or who are suffering from conditions which lead
to crippling, there is hereby authorized to be appropriated
for each fiscal year, beginning with the fiscal year ending
June 30, 1936, the sum of $2,850,000. The sums made
available under this section shall be used for making pay-
ments to States which have submitted, and had approved
by the Chief of the Children’s Bureau, State plans for such
services.

ALLOTMENTS TO STATES

SEc. 512. (a) Out of the sums appropriated pursuant
to section 511 for each fiscal year the Secretary of Labor
shall allot to each State $20,000, and the remainder to the
States according to the need of each State as determined
by him after taking into consideration the number of
crippled children in such State in need of the services
referred to in section 511 and the cost of furnishing such

services to them.
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(b) The amount of any allotment to a State under
subsection (a) for any fiscal year remaining unpaid to
such State at the end of such fiscal year shall be available
for payment to such State under section 514 until the end
of the second succeeding fiscal year. No payment to a
State under section 514 shall be made out of its allotment
for any fiscal year until its allotment. for the preceding fiscal
year has been exhausted or has ceased to be available.

APPROVAL OF STATE PLANS

SEc. 513. (a) A State plan for services for crippled
children must (1) provide for financial participation by
the State; (2) provide for the administration of the plan or
the supervision of the administration of the plan by a State
agency; (3) provide such methods of administration (other
than those relating to selection, tenure of office, and compen-
sation of personnel) as are found by the Chief of the Chil-
dren’s Bureau to be necessary for the efficient operation of
the plan; (4) provide that the State agency will make such
reports, in such form and containing such information, as
the Secretary of Labor may from time to time require, and
comply with such provisions as he may from time to time
find necessary to assure the correctness and verification of

such reports; (5) provide for carrying out the purposes

specified in section 511; and (6) provide for cooperation
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with medical, health, nursing, and welfare groups and organ-
izations and with any agency in such State charged with
administering State laws providing for vocational rehabili-
tation of physically handicapped children.

(b) The Chief of the Children’s Bureau shall approve
any plan which fulfills the conditions specified in subsection
(a) and shall thereupon notify the Secretary of Labor and
the State agency of his approval.

PAYMENT TO STATES

Sec. 514. (a) From the sums appropriated therefor
and the allotments available under section 512, the Secre-
tary of the Treasury shall pay to each State which has an
approved plan for services for crippled children, for each
quarter, beginning July 1, 1935, an amount, which shall
be used exclusively for carrying out the State plan, equal
to one-half of the total sum expended during such quarter
for carrying out such plan.

(b) The method of computing and paying such
amounts shall be as follows:

(1) The Secretary of Labor shall, prior to the
beginning of each quarter, estimate the amount to be
paid to the State for such quarter under the provisions
of subsection (a), such estimate to be based on (A)

a report filed by the State containing its estimate of the
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total sum to be expended in such quarter in accordance
with the provisions of such subsection and stating the
amount appropriated or made available by the State:
for such expenditures in such quarter, and if such
amount is less than one-half of the total sum of such
estimated expenditures, the source or sources from
which the difference is expected to be derived, and (B)
such investigation as he may find necessary.

(2) The Secretary of Labor shall then certify the
amount so estimated by him to the Secretary of the
Treasury, reduced or increased, as the case may be, by
any sum by which the Secretary of Labor finds that
his estimate for any prior quarter was greater or less
than the amount which should have been paid to the
State for such quarter, except to the extent that such
sum has been applied to make the amount certified
for any prior quarter greater or less than the amount
estimated by the Secretary of Labor for such prior
quarter.

(3) The Secretary of the Treasury shall there-
upon, through the Division of Disbursement of the
Treasury Department and prior to audit or settlement
by the General Accounting Office, pay to the State, at
the time or times fixed by the Secretary of Labor, the

amount so certified.
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OPERATION OF STATE PLANS

SEc. 515. In the case of any State plan for services
for crippled children which has been approved by the Chief
of the Children’s Bureau, if the Secretary of Labor, after
notice and opportunity for hearing to the State agency ad-
ministering or supervising the administration of such plan,
finds that in the administration of the plan there is a failure
to comply substantially with any provision requiréd by sec-
tion 513 to be included in the ptan, he shall notify such
State agency that further payments will not be madeé to the
State until he is satisfied that there is no longer any such
failure to comply. Until he is so satisfied he shali ‘make
no further certification to the Secretary of the Freasury with
respect to such State.

PART 3-—CHILD-WELFARE SERVICES

Sec. 521. For the purpose of emabling the United
States, through the Children’s Bureat, to cooperate with
State public-welfare agencies in establishing, estending,
and strengthening, in rural areas, public-welfare serviees for
the protection and care of homeless, dependert, and neglected
children, and children in danger of becoming delinquent,
there is hereby autherized to be appropriated for each fiscal
year, beginning with the fiscal year ending June 30, 1936,
the sum of $1,500,000. Such amount shall be allotted for
use by cooperating State publie-welfare agencies, to each

H. R. 7260——3
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State, $10,000, and such part of the balance as the rural
population of such State bears to the total rural population
of the United States. The amount so allotted shall be ex-
pended for payment of part of the costs of county and local
child-welfare services in rural areas. The amount of any
allotment to a State under this section for any fiscal year
remaining unpaid to such State at the end of such fiscal

year shall be available for payment to such State under this

section until the end of the second succeeding fiscal year.

No payment to a State under this section shall be made out

of its allotment for any fiscal year until its allotment for
the preceding fiscal year has been exhausted or has ceased
to be available.
PART 4—VOCATIONAL REHABILITATION

Sec. 531. (a) In order to enable the United States
to. cooperate with the States and Hawaii in extending and
strengthening their programs of vocational rehabilitation of
the physically disabled, and to continue to carry out the
provisions .and purposes of the Act entitled “An Aect to
provide for the promotion of vocational rehabilitation of
persons disabled in industry or otherwise and their return
to civil employment ”’, approved June 2, 1920, as amended
(U. 8. C,, title 29, ch. 4; U. S. C., Supp. VII, title 29,
secs. 31, 32, 34, 35, 37, 39, and 40), there is hereby
authorized to be appropriated for the fiscal years end-
ing June 30, 1936, and June 30, 1937, the sum of
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$841,000 for each such fiscal year in addition to the
amount of the existing authorization, and for each fiscal year
thereafter the sum of $1,938,000. Of the sums appropriated
pursuant to such authorization for each fiscal year, $5,000
shall be apportioned to the Territory of Hawaii and the re-
mainder shall be apportioned among the several States in the
manner provided in such Act of June 2, 1920, as amended.

(b) For the administration of such Act of June 2,
1920, as amended, by the Federal agency authorized to
administer it, there is hereby authorized to be appropriated
for the fiscal years ending June 30, 1936, and June 30,
1937, the sum of $22,000 for each such fiscal year in
addition to the amount of the existing authorization, and for
each fiscal year thereafter the sum of $102,000.

PART 5—ADMINISTRATION

SEc. 541. (a) There is hereby authorized to be appro-
priated for the fiscal year ending June 30, 1936, the sum
of $425,000, for all necessary expenses of the Children’s
Bureau in administering the provisions of this title.

(b) The Children’s Bureau shall make such studies
and investigations as will promote the efficient administration
of this title.

(¢) The Secretary of Labor shall inclade in his
annual report to Congress a full account of the administra-

tion of this title, except section 531.
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TITLE VI—PUBLIC HEALTH WORK
APPROPRIATION

SzctioN 601. For the purpose of assisting . States,
counties, health districts, and other. pelitical subdivisions of
the States in-establishing and maintaining adequate public-
health. services, including the training of personnel for State
and local health work, there is hereby authorized to be
appropriated for each fiscal year, beginning: with the fiscal
year eanding June 30, 1936, the sum of §8,000,000 to be
used as hereimafter provided.

STATE AND LOCAL PUBLIC HEALTH SERVICES

Sec. 602. (a) The. Surgeon General of the Public
Health. Service, with the approval of the Secretary of the
Treasury, shall, at the beginning of each fiscal year, allot
to the States the. total of (1) the amount appropriated for
such year pursnant to section 601; and (2) the amounts of
the allotments under this section for the preceding fiscal year
remaining unpaid to the States at the end of such fiscal year,
The amounts of such allotments shall be determined on the
basis of (1) the population; (2) the special health problems;
and (3) the financial needs; of the respective States. Upon
making such allotments the Surgeon General of the Public
Health Service shall certify the amounts thereof to the Secre-

tary of the Treasury.
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(b) The amount of an allotment to any State under
subsection -(a) for any fiscal year, remaining unpaid at. the
end ‘of such fiscal year, shall be available for #llotment to
States under subsection (a) for the succeeding fiscal year, in
addition to the amount appropriated for such year.

(¢) Prior to the beginning of each quarter of the fiscal
year, the Surgeon General of the Public Health Service
shall, with ‘the approval of the Secretary of the Treasury,
determine in accordance with rules and regulations pre-
scribed by such Surgeon General after consultation with a
conference of the State and Territorial health authorities,
the amount to be paid to each State for such quarter frém
the allotment to such State, and shall certify the amount
so determined to the Secretary of the Treasury. Upon
receipt of such certification, the Secretary of the Treasury
shall, through the Division of Disbursement of the Treasury
Department and prior to audit or settlement by the General
Accounting Office, pay in accordance with such certification.

(d) The moneys so paid to any State shall be expended
solely in carrymng out the purposes specified in section 601,
and in accordance with plans presented by the health auther-
ity of such State and approved by the Surgeon General of
the Public Health Service,
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INVESTIGATIONS
SEc. 603. (a) There is hereby authorized to be
appropriated for each fiscal year, beginning with the fiscal
year ending June 30, 1936, the sum of $2,000,000 for
expenditure by the Public Health Service for investigation
of disease and problems of sanitation (including the printing
and binding of the findings of such investigations), and for
the pay and allowances and traveling expenses of personnel
of the Public Health Service, including commissioned officers,
engaged in such investigations or detailed to cooperate with
the health authorities of any State in carrying out the pur-
poses specified in section 601: Provided, That no personnel
of the Public Health Service shall be detailed to cooperate
with the health authorities of any State except at the request

of the proper authorities of such State.
(b) The personnel of the Public Health Service paid
from any appropriation not made pursuant to subsection

(a) may be detailed to assist in carrying out the purposes of

this title. The appropriation from which they are paid

shall be reimbursed from the appropriation made pursuant

to subseetion (a) to the extent of their salaries and allow-
ances for services performed while so detailed.
(c) The Secretary of the Treasury shall include in his

annual report to Congress a full account of the administration

of this title.
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TITLE VII—SOCIAL SECURITY BOARD
ESTABLISHMENT

SECTION 701. There is hereby established a Social
Security Board (in this Act referred to as the “ Board ”)
to be composed of three members to be appointed by the
President, by and with the advice and consent of the Sen-
ate. Kach member shall receive a salary at the rate of
$10,000 a year and shall hold office for a term of six years,
except that (1) any member appointed to fill a vacancy oc-
curring prior to the expiration of the term for which his
predecessor was appointed, shall be appointed for the re-
mainder of such term; and (2) the terms of office of the
members first taking office after the date of the enactment of
this Act shall expire, as designated by the President at the
time of appointment, one at the end of two years, one at
the end of four years, and one at the end of six years, after
the date of the enactment of this Act. The President shall
designate one of the members as the chairman of the Board.

DUTIES OF SOCIAL SECURITY BOARD

Sec. 702. The Board shall perform the duties imposed
upon it by this Act and shall also have the duty of studying
and making recommendations as to the most effective
methods of providing economic security through social
insurance, and as to legislation and matters of administra-

tive policy concerning old-age pensions, unemployment
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compensation, accident compensation, and related subjects.
EXPENSES OF THE BOARD

SEc. 703. The Board is authorized to appoint and fix
the compensation of such officers and employees, and to
make snch expenditures, as may be necessary for carrying
out its functions under this Act.

REPORTS

Sec. 704. The Board shall make a full report to Con-
gress, at the beginning of each regular session, of the admin-
istration of the functions with which it is charged.

TITLE VIII-TAXES WITH RESPECT TO

EMPLOYMENT
INCOME TAX ON EMPLOYEES

SEcTION 801. In addition to other taxes, there shall be
levied, collected, and paid upon the income of every indi-
vidual a tax equal to the following percentages of the wages
(as defined in section 811) received by him after December
31, 1936, with respect to employment (as defined in section
811) after such date:

(1) With respect to employment during the calendar
years 1937, 1938, and 1939, the rate shall be 1 per centum.

(2) With respect to employment during the calendar
years 1940, 1941, and 1942, the rate shall be 14 per centun.

(3) With respect to employment during the calendar

. years 1943, 1944, and 1945, the rate shall be 2 per centum.
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(4) With respect to employment during the-calendar
years 1946, 1947, and 1948, the rate shall be 23 per
centum.

(5) With respect to employment after December 31,
1948, the rate shall be 3 per centum.

DEDUCTION OF TAX FROM WAGES

$Ec. 802. (a) The tax imposed by section 801 shall
be collected by the employer of the taxpayer, by deduct-
ing the amount of the tax from the wages as and when
paid. Every employer required so to deduct the tax is
hereby made liable for the payment of such tax, and is
hereby indemnified against the claims and demands of any
person for the amount of any such payment made by such
employer.

(b) If more or less than the correct amount of tax
imposed by section 801 is paid with respect to any wage pay-
ment, then, under regulations made under this title, proper
adjustments, with respect both to the tax and the amount
to be deducted, shall be made in connection with subsequent
wage payments to the same individual by the same
employer.

DEDUCTIBILITY FROM INCOME TAX

SEc. 803. For the purposes of the income tax imposed

by Title I of the Revenue Act of 1934 or by any Aect of

Cengress ‘in substitution therefor, the tax imposed by sec-
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tion 801 shall not be allowed as a deduction to the taxpayer
in computing his net income for the year in which such
tax is deducted from his wages.
EXCISE TAX ON EMPLOYERS

Sec. 804. In addition to other taxes, every employer
shall pay an excise tax, with respect to having individuals
in his employ, equal to the following percentages of the
wages (as defined in section 811) paid by him after Decem-
ber 31, 1936, with respect to employment (as defined in
section 811) after such date:

(1) With respect to employment during the calendar
years 1937, 1938, and 1939, the rate shall be 1 per centum.

(2) With respect to employment during the calendar
years 1940, 1941, and 1942, the rate shall be 13 per
centum.

(3) With respect to employment during the calendar
years 1943, 1944, and 1945, the rate shall be 2 per centum.

(4) With respect to employment during the calendar
years 1946, 1947, and 1948, the rate shall be 2% per
centum.

(5) With respect to employment after December 31,
1948, the rate shall be 3 per centum.

ADJUSTMENT OF EMPLOYERS' TAX
Sec. 805. If more or less than the correct amount of

tax imposed by section 804 is paid with respect to any wage
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payment, then, under regulations made under this title,
proper adjustments With respect to the tax shall be made
in connection with subsequent wage payments to the same
individual by the same employer.
REFUNDS AND DEFICIENCIES

Sec. 806. If more or less than the correct amount
of tax imposed by section 801 or 804 is paid or deducted
with respect to any wage payment and the overpayment or
underpayment of tax cannot be adjusted under section 802 (b)
or 805 the amount of the overpayment shall be refunded
and the amount of the underpayment shall be collected,
in such manner and at such times (subject to the statutes
of limitations properly applicable thereto) as may be pre-
scribed by regulations made under this title.

COLLECTION AND PAYMENT OF TAXES

SEc. 807. (a) The taxes imposed by this title shall

‘be collected by the Bureau of Internal Revenue under the

direction of the Secretary of the Treasury and shall be
paid into the Treasury of the United States as internal-
revenue collections.

(b) Such taxes shall be collected and paid in such
manner, at such times, and under such conditions, not incon-
sistent with this title (either by making and filing returns,
or by stamps, coupons, tickets, books, or other reasonable

devices or methods necessary or helpful in securing a com-
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plete and proper- collection and payment of the tax or in
securing proper identification of the taxpayer), as may be
prescribed by the Commissioner of Internal Revenue; with
the approval of the Secretary of the Treasury.
(¢) All provisions of law, including penalties, appli-

cable with respect to any tax imposed by section 600 or

section 800 of the Revenue Act of 1926, and the provisions

of seetion BO7 of the Revenue Act of 1934, shall, insofar
as applicable and not inconsistent with the provisions of this
title, be applicable with respect to the taxes imposed by this
title.

(d) In the payment of any tax under this title a frac-
tional part of a cent shall be disregarded unless it amounts
to one-half cent or more, in which case it shall be increased
to 1 cent.

RULES AND BEGULATIONS

Sec. 808. The Commissioner of Internal Revenue,
with the approval of the Secretary of the Treasury, shall
make -and publish rules and regulations for the enforcement
of this title.

SALE OF STAMPS BY POSTMASTERS
Sec. 809. The Commissioner of Internal Revenue

shall furnish to the Postmaster General without prepayment

a suitable quantity of stamps, coupons, tickets, books, or

other devices prescribed by the Commissioner under sectibn
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807 for.the colleetion or payment of any tax imposed by this
title, to be-distrtbuted to, and kept on sale by, the varieus
postmasters in the United States. The Postmaster General
may require each such postmaster to furnish bond in such
increased amount as he may from time to time determine,
and each such postmaster shall depesit the: receipts from the
sale of such stamps, coupons, tickets, boeks, er other
devices, to the credit of, and render accounts to, the Post-
master General at. such times and in such form as the
Postmaster General may by regulations prescribe. The
Postmaster General shall at least onee a month transfer to
the Treasury as internal-revenue collections all receipts so
deposited.
PENALTIES

Sec. 810. (a) Whoever buys, sells, offers for sale,
uses, transfers, takes or gives in exchange, or pledges or
gives in pledge, except as authorized in this title or in
regulations made pursuant thereto, any stamp, coupon, ticket,
book, or other device, prescribed by the Commissioner of
Internal Revenue under section 807 for the collection or
payment of any tax imposed by this title, shall be fined not
more than $1,000 or imprisoned for net more than six
months, or both.

(b) Wheever, with intent to defraud, alters, forges,

makes, or counterfeits any stamp, coupon, ticket, book, or
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other device prescribed by the Commissioner of Internal
Revenue under section 807 for the collection or payment of
any tax imposed by this title, or uses, sells, lends, or has in
his possession any such altered, forged, or counterfeited
stamp, coupon, ticket, book, or other device, or makes, uses,
sells, or has in his possession any material in imitation of the
material used in the manufacture of such stamp, coupon,
ticket, book, or other device, shall be fined not more than
$5,000 or imprisoned not more than five years, or both.
DEFINITIONS
SEc. 811. When used in this title—

> means all remuneration for

(a) The term “ wages’
employment, including the cash value of all remuneration
paid in any medium other than cash; except that such term
shall not include that part of the remuneration which, after
remuneration equal to $3,000 has been paid to an individual
by an employer with respect to employment during any
calendar year, is paid to such individual by such employer
with respect to employment during such calendar year.

" (b) The term “ employment ’ means any service, of
whatever nature, performed within the United States by an
employee for his employer, except—

(1) Agricultural labor;

(2) Domestic service in a private home;
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(8) Casual labor not in the course of the em-

1
9 ployer’s trade or business;
3 (4) Service performed by an individual who has
4 attained the age of sixty-five;
5 (5) Service performed as an officer or member
6 of the crew of a vessel documented under the laws of
7 the United States or of any foreign country;
8 (6) Service performed in the employ of the
9 United States Government or of an instrumentality of
10 the United States;
11 (7) Service performed in the employ of a State,
12 a political subdivision thereof, or an instrumentality of
13 one or more States or political subdivisions;
14 (8) Service performed in the employ of a corpo-
15 ration, community chest, fund, or foundation, organized
16 and operated exclusively for religious, charitable, scien-
17 tific, literary, or educational purposes, no part of the
18 net earnings of which inures to the benefit of any
19 private shareholder or individual.
90 TITLE IX—TAX ON EMPLOYERS OF TEN OR MORE
21 IMPOSITION OF TAX
292 SECTION 901. On and after January 1, 1936, every

23 employer (as defined in section 907) shall pay for each

24 calendar year an excise tax, with respect to having indi-
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viduals in his employ, equal to the following percentages of
the total wages (as defimed in seetiow 907) payable by
him (regardless of the time of payment) with respect to
employment (as defined in section 907) during such
calendar year:

(1) Witk respect to employment during the calendar
year 1936 the rate shall be 1 per centum;

(2) With respect to employment during the calendar
year 1937 thie rate shall be 2 per centum;

(3) With respect to’ employment after December 31,
1937, the rate shall be 8 per centum.

CREDIT AGAINST TAX

SeEc. 902. The taxpayer may credit against the tax
imposed by section 901 the amount of contributions, with
respect to employment during the taxable year, paid by
him (before the date of filing his return for the taxable
year) into an unemployment fund under a State law. The
total credit allowed to a taxpayer under this section for all
contributions paid into unemployment funds with respect
to employment during such taxable year shall not exceed
90 per centum of the tax against which it is credited, and
credit shall be allowed only for contributions made under
the laws of States certified for the taxable year as provided
in seetion 908.
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CERTIFICATION OF STATE LAWS

Sec. 903. (a) The Social Security Board shall

approve any State law submitted to it, within thirty days of

such submission, which it finds provides that—

(1) All compensation is to be paid through
public employment offices in the State;

(2) No compensation shall be payable with
respect to any day of unemployment occurring within
two years after the first day of the first period with
respect to which contributions are required;

(3) All money received in the unemployment
fund shall immediately upon such receipt be paid over
to the Secretary of the Treasury to the credit of the
Unemployment Trust Fund established by section
904;

(4) All money withdrawn from the Unemploy-
ment Trust Fund by the State agency shall be used
solely in the payment of compensation, exclusive of
expenses of administration ;

(5) Compensation shall not be denied in such
State to any otherwise eligible individual for refusing to
accept new work under any of the following condi-
tions: (A) If the position offered is vacant due directly

to a strike, lockout, or other labor dispute; (B) if the

H. R. 7260—4
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wages, hours, or other conditions of the work offered

are substantially less favorable to the individual than

those prevailing for similar work in the locality; (C)

if as a condition of being employed the individual

would be required to join a company union or to resign
from or refrain from joining any bona fide labor
organization;

(6) All the rights, privileges, or immunities con-
ferred by such law or by acts done pursuant thereto
shall exist subject to the power of the legislature to
amend or repeal such law at any time.

The Board shall, upon approving such law, notify the Gov-
ernor of the State of its approval.

(b) On December 31 in each taxable year the Board
shall certify to the Secretary of the Treasury each State
whose law it has previously approved, except that it shall
not certify any State which, after notice and opportunity
for hearing to the State agency, the Board finds has changed
its law so that it no longer contains the provisions specified
in subsection (a) or has with respect to such taxable year
failed to comply substantially with any such provision.

(c) I, at any time during the taxable year, the Board
has reason to believe that a State whose law it has pre-
viously approved, may not be certified under subsection (b),

it shall promptly so notify the Governor of such State.
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UNEMPLOYMENT TRUST FUND

Sec. 904. (a) There is hereby established in the
Treasury of the United States a trust fund to be known as
the ““ Unemployment Trust Fund ”, hereinafter in this title
called the “ Fund ”. The Secretary of the Treasury is
authorized and directed to receive and hold in the Fund
all moneys deposited therein by a State agency from a State
unemployment fund. Such deposit may be made directly
with the Secretary of the Treasury or with any Federal
reserve bank or member bank of the Federal Reserve Sys-
tem designated by him for such purpose.

(b) It shall be the duty of the Secretary of the
Treasury to invest such portion of the Fund as is not, in
his judgment, required to meet current withdrawals. Such
investment may be made only in interest bearing obligations
of the United States or in obligations guaranteed as to both
principal and interest by the United States. For such
purpose such obligations may be acquired (1) on original
issue at par, or (2) by purchase of outstanding obligations
at the market price. The purposes for which obligations
of the United States may be issued under the Second Lib-
erty Bond Act, as ameﬁded, are hereby extended to authorize
the issuance at par of special obligations exclusively to the
Fund. Such special obligations shall bear interest at a

rate equal to the average rate of interest, computed as of
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the end of the calendar month next preceding the date of
such issue, borne by all interest-bearing obligations of the
United States then forming part of the public debt; except
that where such average rate is not a multiple of one-eighth
of 1 per centum, the rate of interest of such special obliga-
tions shall be the multiple of one-eighth of 1 per centwm
next lower than such average rate. Obligations other than
such special obligations may be acquired for the Fund only
on such terms as to provide an investment yield not less
than the yield which would be required in the case of
special obligations if issued to the Fund upon the date of
such acquisition.

(¢) Any obligations acquired by the Fund (except
special obligations issued exclusively to the Fund) may be
sold at the market price, and such special obligations may be
redeemed at par plus accrued interest.

(d) The interest on, and the proceeds from the sale or
redemption of, any obligations held in the Fund shall be
credited to and form a part of the Fund.

(e) The Fund shall be invested as a single fund, but.
the Secretary of the Treasury shall maintain a separate book
account for each State agency and shall cfedit quarterly on
March 31, June 30, September 30, and December 31, of

each year, to each account, on the basis of the average
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daily balance of such account, a proportionate part of the

earnings of the Fund for the quarter ending on such date.

(f) The Secretary of the Treasury is authorized and
directed to pay out of the Fund to any State agency such
amount as it may duly requisition, not exceeding the amount
standing to the account of such State agency at the time
of such payment.

ADMINISTRATION, REFUNDS, AND PENALTIES

SEc. 905. (a) The tax imposed by this title shall be
collected by the Bureau of Internal Revenue under the direc-
tion of the Secretary of the Treasury and shall be paid into
the Treasury of the United States as internal-revenue
collections.

(b) Not later than January 31, next following the
close of the taxable year, each employer shall make a
return of the tax under this title for such taxable year.
Each such return shall be made under oath, shall be filed
with the collector of internal revenue for the district in which
is located the principal place of business of the employer,
or, if he has no principal place of business in the United
States, then with the collector at Baltimore, Maryland,
and shall contain such information and be made in such
manner as the Commissioner of Internal Revenue, with the
approval of the Secretary of the Treasury, may by regula-

tions prescribe. All provisions of law (including penalties)
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applicable in respect of the taxes imposed by section 600 of
the Revenue Act of 1926, shall, insofar as not inconsistent
with this title, be applicable in respect of the tax imposed
by this title. The Commissioner may extend the time for
filing the return of the tax imposed by this title, under such
rules and regulations as he may prescribe with the approval
of the Secretary of the Treasury, but no such extension shall
be for more than sixty days.

(¢) Returns filed under this title shall be open to in-
spection in the same manner, to the same extent, and sub-
ject to the same provisions of law, including penalties, as
returns made under Title IT of the Revenue Act of 1926.

(d) The taxpayer may elect to pay the tax in four
equal installments instead of in a single payment, in which
case the first installment shall be paid not later than the
last day prescribed for the filing of returns, the second in-
stallment shall be paid on or before the last day of the
third month, the third installment on or before the last day
of the sixth month, and the fourth installment on or before
the last day of the ninth month, after such last day. If the
tax or any installment thereof is not paid on or before the
last day of the period fixed for its payment, the whole
amount of the tax unpaid shall be paid upon notice and

demand from the collector.



© ® N S G W D =

D DN N DN D ke e kel el e e jeed el e
NN B W N = O O O IS Ot W N D

55

(e) At the request of the taxpayer the time for pay-
ment of the tax or any installment thereof may be ex-
tended under regulations prescribed by the Commissioner
with the approval of the Secretary of the Treasury, for a
period not to exceed six months from the last day of the
period prescribed for the payment of the tax or any install-
ment thereof. The amount of the tax in respect of which
any extension is granted shall be paid (with interest at
the rate of one-half of 1 per centum per month) on or before
the date of the expiration of the period of the extension.

(f) In the payment of any tax under this title a frac-
tional part of a cent shall be disregarded unless it amounts
to one-half cent or more, in which case it shall be increased
to 1 cent.

INTERSTATE COMMERCE

SEC. 906. No person required under a State law to
make payments to an unemployment fund shall be relieved
from compliance therewith on the ground that he is engaged
in interstate commerce, or that the State law does not
distinguish between employees engaged in interstate com-
merce and those engaged in intrastate commerce.

DEFINITIONS
SEC. 907. When used in this title—
(a) The term “ employer ” does not include any person

unless on each of some twenty days during the taxable year,
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each day being in a different calendar week, the total num-
ber of individuals whe were in his employ for some portion
of the day (whether or not at the same moment of time)
was ten or more.

(b) The term ‘ wages” means all remuneration for
employment, including the cash value of all remuneration
paid in any medium other than cash.

(c) The term ‘employment” means any service, of
whatever nature, performed within the United States by an
employee for his' employer, except—

(1) Agricultural labor;

(2) Domestic service in a private home;

(3) Service performed as an officer or member
of the crew of a vessel on the navigable waters of the
United States;

(4) Service performed by an individual in the
employ of his' son, daughter, or spouse, and service
performed by a child under the age of twenty-one in
the employ of his father or mother;

(5) Service performed in the employ of the
United States Government or of an instrumentality of
the United States;

(6) Service performed in the employ of a State,
a political subdivision thereof, or an instrumentality of

one or more States or political subdivisions;
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(7) Servige performed in the employ of a corpo-
ration, community chest, fund, or foundation, organ-
ized -and operated exclusively for religious, charitable,
scientific, literary, or educational purposes, no part of
the net earnings of which inures to the benefit of any
private shareholder or individual.

(d) The term “ State agency ~’ means any State officer,
board, or other authority, designated under a State law to
administer the unemployment fund in such State.

(e) The term ‘‘ unemployment fund ”’ means a special
fund, established under a State law and administered by a
State agency, for the payment of compensation, all the
assets of which are mingled and undivided, and in which
no separate account is maintained with respect to any
person.

(f) The term “ contributions” means payments re-
quired by a State law to be made by an employer into an
unemployment fund, to the extent that such payments are
made by him without any part thereof being deducted or
deductible from the wages of individuals in his employ.

’

(g) The term “compensation ” means cash benefits
payable to individuals with respect to their unemployment.
RULES AND REGULATIONS

SeEc. 908. The Commissioner of Internal Revenue,

with the approval of the Secretary of the Treasury, shall

H. R. 7260——5
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make and publish rules and regulations for the enforcement
of this title, except sections 903 and 904.
TITLE X—GENERAL PROVISIONS
DEFINITIONS
SectioN 1001. (a) When used in this Act—

(1) The term ‘‘ State” (except when used in
section 531) includes Alaska, Hawaii, and the District
of Columbia.

(2) The term ““United States’ when used in a
geographical sense means the States, Alaska, Hawail,
and the District of Columbia.

)

(3) The term “ person ” means an individual, a
trust or estate, a partnership, or a corporation.

(4) The term “ corporation” includes associa~

tions, joint-stock companies, and insurance companies.

(5) The term ‘‘ shareholder ”’ includes a member

In an association, joint-stock company, or insuranee

company.

(6) The term ‘“ employee "’ includes an officer of

a corporation.

(b) The terms “includes” and including” when
used in a definition contained in this Act shall not be deemed
to exclude other things otherwise within the meaning of the
term defined.

(¢) Whenever under this Act or any Act of Congress.

or .nder the law of any State, an employer is required or
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permitted to deduct any amount from the remuneration of
an employee and to pay the amount deducted to the United
States, a State, or any political subdivision thereof, then
for the purposes of this Act the amount so deducted shall
be considered to have been paid to the employee at the
time of such deduction.

(d) Nothing in this Act shall be construed as author-
izing any Federal official, agent, or representative, in carry-
ing out any of the provisions of this Act, to take charge
of any child over the objection of either of the parents of
such child, or of the person standing in loco parentis to
such child, in violation of the law of a State.

RULES AND REGULATIONS

| SEC. 1002. The Secretary of the Treasury, the Secre-
tary of Labor, and the Secial Security Board, respectively,
shall make and publish such rules and regulations, not incon-
sistent with this Act, as may be necessary to the efficient
admunistration of the functions with which each is charged
under this Act.

SEPARABILITY

SEc. 1003. If any provision of this Act, or the
application thereof to any person or circumstance, is held
invalid, the remainder of the Act, and the application of
snch provision to other persons or circumstances shall not

be affected thereby.
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SHORT TITLE

RESERVATION OF POWER
SEcC. 1004. The right to alter, amend, or repeal any
Sec. 1005. This Act may be cited as the “ Social

provision of this Act is hereby reserved to the Congress.

Security Act ”.

3

6
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Union Calendar No. 186

i) H. R. 7260

[Report No. 615 ]

A BILL

To provide for the generai welfare by establishing a
system of Federal old-age benefits, and by enabling
the several States to make more adequate provi-
sion for aged persons, dependent and crippled
children, maternal and child welfare, public
health, and the administration of their unem-
ployment compensation laws; to establish a Social
Security Board; to raise revenue; and for other
purposes.

By Mr. DoucrTON

APRIL 4, 1935

Referred to the Committee on Ways and Means and
ordered to be printed

Arn1L 5, 1935
Committed to the Committee of the Whole House on
the State of the Union and ordered to be printed
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SOCIAL SECURITY
Mr. DOOGHTON. Mrf. Speaker, I ask unanimous consent
that I may have until midnight tonight to file a report on
the bill (H. R. 7260) to provide for the general welfare by
establishing a system of Federal old-age benefits, and by
enabling the several States to make more adequate provision
for aged persons, dependent and crippled children, maternal
and child welfare, public health, and the administration of
their unemployment compensation laws; to establish a Social
Security Board; to raise revenue; and for other purposes.
And that any Member desiring to file individual or minority
views may have the same time within which to file the same.
The SPEAKER. Is there objection to the request of the
gentleman from North Carolina?
There was no objection.
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REPORTS OF COMMITTEES ON PUBLIC BILLS AND
RESOLUTIONS

Under clause 2 of rule X111,

Mr. DOUGHTON: Committee on Ways and Means. H. R.
7260. A bill to provide for the general welfare by establish-
‘ing a system of Federal old-age benefits, and by enabling the
several States to make more adequate provision for aged
persons, dependent and crippled children, maternal and child
welfare, public health, and the administration of their un-
employment compensation laws; to establish a Social
Security Board; to raise revenue; and for other purposes;
without amendment (Rept. No. 615). Referred to the Com-
mittee of the Whole House on the state of the Union.

1935
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THE SOCIAL-SECURITY BILL

Mr. KNUTSON asked and was given permission to revise
and extend his remarks.

Mr. KNUTSON. Mr, Speaker, the social-security bill will
probably come before the House for consideration within a
few days. Title I, the section having to do with old-age
pensions, contemplates setting up a dual contributory sys-
tem whereby the Government will match the State dollar
for dollar up to $15 per month for each pensioner.

After having given much study to this set-up I am firmly
convinced that it would work a great injustice in a number
of States that are bankrupt or nearly so. I attach herewith
table no. 2, taken from the majority report on the social-
security bill, which enumerates the States now having an
old-age-pension system. It will be noted from this table
that two of these States are in default in the payment of
the pension.

In this connection I desire to call particular attention to
the situation in North Dakota where a yearly pension call-
ing for $150 was settled in the sum of $3.96 for the year
1934. No doubt there are other States in the same financial
condition as North Dakota and West Virginia, and in such
States the pension plan of the administration could not be
made operative. Therefore, the plan is discriminatory and
not workable.

I trust that the membership- of this body will give this
phase of the old-age-pension proposal of the administration
most serious consideration before the measure is taken up
for consideration by the House.

Operation of old-age-pension laws of the United States, 1934

Percent-
Number | Numb ageio(
um! umber | pension-
State Type of law | of pen- of eligible| ers to |Avorage; Yearly
sioners | age, 1930 | number |
of eligi-
ble age
Alaska. ucecaeoo. Mandatory .. 446 3,437 11.1 | $20.82 $05, 705
Arizona_ __________|..___ do. 1,074 9,118 21.68 9.01 , 927
California 19,300 { 210,379 9.2 | 21.16 | 3,502,000
8, 705 61, 787 14.1 8.59 172, 481
1, 610 16, 678 9.7 9.79 188,740
! (1) 0] Q) Q]
1,275 22,310 5.7 8.85 114, 521
d 23,418 138, 426 16.9 6.13 | 1,254,169
Iowa. ..do 3, 184, 239 16| 13.50 475, 500
Xentuc Optional [0} %) Q) Q] *)
Maine. .. .| Mandatory. (0] ) (V)] 3) )
Maryland______.__ Optional._._ 141 02,972 .2 20.90 50,217
Massachusetts.___| Mandatory - 20,023 | 156, 590 12.8 | 24.35 | 5,411,723
Michigan_________-.... do....... 2,660 | 148,853 1.8 9. 59 308, 095
Minnesota.__. Optional . ___ 2, 655 04, 401 2.8 13.20 420, 538
Montana..... S O do.____._ 1,781 14,377 12.4 7.28 155, 525
Nebraska. . -} Mandatory. (O] “) “ “) [O)
Novada__..._ Optional.__. 23 4, 814 51 1500 3,320
Mandatory. 1,423 25,714 8.6 19. 06 208,722
-.do 10, 550 112, 594 9.4 12.72 | 1,375,603
-.do 51,228 373,878 13.7 22. 16 |13, 592, 080
--do (%) Q] ® [Q )
.-do 24,000 | 414,838 5.8 | 13.99 | 3,000,000
----- do. Q] ®) Q] ®) (%)
----- do Q) (7) U] Q) Y]
_____ do 930 .22, 665 4.1 8.50 95, 509
Washington..oooofeen._ do 2,239 | 101, 503 2.2 [0} (1
Waest Virginia. -| Optional__._ D (%) ® Q] )
Wisconsin.__.._...|.___. [ 1 J— 1,969 112,112 1.8 16. 75 395, 707
Wyoming_. Mandatory . 643 8,707 7.4} 10.79 83,231
b X017 P SOOI, 180, 003 2, 330, 390 7.7 | 16.48 31,102, 402

1 No information avalilable of not computed.

1 Not In operation.

3 Not yot in effect.

¢ Not much being dono due to lack of funds.

3 No pensions being paid now.

¢ Administered by counties; no information available for State.
! Law just being put into efTect.

Source: Data collocted by the Committes on Economic Security.

APRIL 10
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COMMITTEE ON RULES

Mr. O'CONNOR. Mr. Speaker, I ask unanimous consent
that the Committee on Rules may have until midnight
tonight to file a report.

Mr. MONAGHAN. Mr. Speaker, reserving the right to
object, may I ask the gentleman from New York what the
nature of the rule under consideration is?

Mr. O'CONNOR. It relates to the social-security bill.

Mr. MONAGHAN. May I ask further what the nature of
the rule is; that is, what the gentleman thinks it will be?

Mr. O'CONNOR. The Rules Committee has never con-
sidered it and is hearing the Ways and Means Committee
this afternoon. Then the Rules Committee, with its accus-
tomed deliberation, will arrive at the form of the rule.

Mr. MONAGHAN. Iread in the newspapers that the com-~
mittee has been conferring at length on it, and I should like
to have some light on the subject.

Mr. O'CONNOR. I cannot predict what will happen.

Mr. TRUAX, Mr, Speaker, will the gentleman yield?

Mr. O'CONNOR. I yield.

Mr. TRUAX. I hope the distinguished Chairman of the
Rules Committee will not bring out a gag rule and attempt
to force it down the throats of the Members.

Mr. MONAGHAN. Mr. Speaker, the social-security legis-
lation is no doubt the most important legislation that we
shall consider at this session of Congress.

The regular order was demanded.

Mr. MONAGHAN. I believe it should be considered under
an open rule and without assurance to that effect I am con-
strained to object.



SOCIAL-SECURITY LEGISLATION

Mr. O'CONNOR. Mr. Speaker, I call up House Resolution:

197, which I send to the desk and ask to have read.
The Clerk read as follows:
House Resolution 197

Resolved, That immediately upon the adoption of this resolution
it shall be in order to move that the House resolve itself into the
Committee of the Whole House on the state of the Union for con-
sideration of H. R. 7260, s bill to provide for the general welfare
by establishing a system of Federal old-age benefits, and so forth,
That after general debate, which shall be conAned to the bill and
shall continue not to exceed 20 hours, to be equally divided and
controlled by the chairman and ranking minority member of the
Committee on Ways and Means, the bill shall be read for amend-
ment under the 5-minute rule. At the conclusion of the reading
of the bill for amendment, the Committee shall rise and report the
same to the House with such amendments &s may have been
adopted, and the previous question shall be considered as ordered
on the bill and amendments thereto to final passage without in-
terverLing motion except one motion to recommit, with or without
instructions.

Mr. O'CONNOR. MTr. Speaker, I yleld 30 minutes to the
gentleman from Pennsylvania [Mr. Raxsitey]l. All I can
say at this time is that this is a wide open rule, as open as
any rule ever presented to the House. It permits amend-
ment under the rules of the House. No rule was ever pre-
sented to the House that was more open.

I reserve the remainder of my time, and yleld 5 minutes
to the gentleman from Indiana (Mr. GrReeNwooD].

Mr. MONAGHAN. Mr. Speaker, I rise to a question of
personal privilege, and, if the Chair please, to the privilege
of the House.

The SPEAKER. The gentleman will state it.

Mr. MONAGHAN. The point of order I wish to make is
this. I read in the rules that the rights of the House must
be safeguarded as to its integrity, safety, and efiiciency,
and this matler of social security is one of the most im-
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portant subjects that will come before this Hovse during
this whole session of Congress.

Mr. O'CONNOR. Mr. Speaker, I make the point of or-
der that the gentleman is not addressing himself to the
point of order.

The SPEAKER. The gentleman from Montana will
please state his question of privilege.

Mr. MONAGHAN. Mr. Speaker, I am stating the point of
order. It affects the dignity of this House to safeguard the
rights of its Members to speak upon a matter in which they
have vitally concerned themselves. That is a matter of
paramount importance and constitutional importance, and
the right cannot even be infringed by civil officers.

Mr. O'CONNOR. Mr. Speaker, I make the point of order
that the gentleman is not stating a question of personal
privilege, or a matter involving the privilege of the House.

Mr, LEHLBACH. Mr. Speaker, I make the point of order
that the question of the privilegze of the House must be
raised by resolution,

The SPEAKER. The gentleman from New Jersey is
correct.

Mr. BLANTON.
personal privilege.

The SPEAKER. A matter of the privilege of the House
must be raised by resolution. The Chair understood the
gentleman from Montana to raise a Question of the privi-
leges of the House,

Mr. MONAGHAN. And & matier of personal privilege.
I said also the privilege of the House.

The SPEAKER. The gentleman will state his question of
personal privilege,

Mr. MONAGHAN. I read from rule IX:

Questions of privilege shall be, first, thoss affecting the rights
of the House collectively, its safety, dignity, a=d the integrity of
its proceedings.

Under the question of personsl privilege I cite the in-
tegrity of the proceedings of the House. I cannot see that
this rule adequately protects this House so far as giving it
and the public adequate information as to the rule.

Mr. O'CONNOR. Mr. Speaker, I make the poin{ of order
that the gentleman is mnot stating a question of personal
privilege.

The SPEAKER. The point of order is well taken. The
gentleman will state the question of personal privilege.

Mr. MONAGHAN. Then I appeal from the decision of
the Chair, if any has been made.

The SPEAKER. But the Chair has not made any ruling.
The Chair js simply seeking to have the question of personal
privilege stated by the gentleman.

Mr. MONAGHAN. I have stated it.

The SPEAKER. What is it?

Mr. MONAGHAN. This matter of social security is one
in which I am vitally interested and have interested myself
from my first session in Congress, and I have interested my-
self on this rule to the extent of circularizing every Member
of the House. I am not permitted to speak upon it. It is
my constitutional right that my constituents may be heard
here. That is denied.

Mr. O'CONNOR. Mr. Speaker, I make the point of order
that the gentleman 1s not stating a question of personal
privilege, and I move that his remarks be stricken from the
RECORD.

The SPEAKER. Permit the Chalr to rule.

Mr. MONAGHAN. Mr. Speaker, I should like to continue,
if I shall not be interrupted.

The SPEAXER. But the gentleman cannot make an ar-
gument at this time. He must succinctly state his question
of personal privilege.

Mr. MONAGHAN. I will state it.

The SPEAKER. Without accompanying it with an argu-
ment at this time.

Mr. MONAGHAN. Am I not permitted to argue the point
of order?

The SPEAKER. It is necessary for the gentleman first o
state his question of personsl privilege as a basis for any

But that does not apply to the matter of
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argument that he may desire to submit. The Chair has no
desire other’than to see that the gentleman and every
Member of the Rouse is protected under the rules. The
rules provide that a gentleman who raises a question of per-
sonal privilege must first state his question Lefore he pro-
ceeds to argue with reference to it.

Mr. MONAGHAN. I have asked for time from the minor-
ity and the majority——

Mr. O'CONNOR. Mr. Speaker, a point of order. The
gentleman is not stating a question of personal privilege.

Mr. MONAGHAN. How could I state my question of
personal privilege if I do not state the right that has been
denied me? I maintain that the right of any Member should
‘be saleguarded to speak upon any question in which he has
vitally interested himself at every session of the Congress.
By reason of the fact that the gentleman from New York
EMr. O’Connor] will not assign me time, and I am not as-
signed time by the minority, and my unanimous-consent
request is denied, my personal privilege—

Mr. O'CONNOR. Mr. Speaker, I make the point of order
that the gentleman from Montana, under the guise of rais-
ing a question of personal privilege, is making a speech to
his constituents in behalf of the Townsend plan.

Mr. CONNERY. Mr. Speaker, a point of order. The gen-
tleman from New York [Mr O'Corror]) has no right to make
that statement.

The SPEAKER. The rules provide that a Member may
rise to a question of personal privilege where his rights,
reputation, and conduct individually, in his representative
capacity, is assailed or reflected upon. The Chair fails to
see where the gentleman has presented a questicn of personal
privilege which will tring himself within that rule. The
rules provide for the conduct of the business of the
douse—-

Mr. BLANTON. Mr, Speaker, a point of order.

‘it SPEAKER. The rules are necessary——

Mr. BLANTON. Mr. Speaker, I want to ask that the im-
proper words of the gentleman from New York referring
to the remarks of the gentleman from Montana as “a
demagogic speech ” be taken down——-

The SPEAKER. The Chair is in the midst of a ruling.
The Chair hopes the gentleman will respect the Chair until
he finishes with his statement.

Mr. BLANTON. I want to ask that the gentleman’s Im-
proper words be taken dcwn, and do not want to lose that
right——

The SPEAKER. The Chair is in the midst of a ruling.
The Chair trusts the gentleman from Texas will refrain
from interruption until the Chair has concluded.

Mr. BLANTON. I will

The SPEAKER. The Chair was about to state to the
gentleman from Montana [Mr. MoxaGaAN] that these rules
have been adopted for the proper conduct of the business
of the House. They provide the method of procedure. If
this rule is adopted the gentleman may, of course, appeal to
those who have charge of the time for time, but there are
435 Membears of the House, and the gentleman must appre-
ciate, as the Chelr does, that t is impossible for these
gentlemen to yield to everyone. However, the Chair is very
sure that opportunity will be afforded the gentleman some-
time during the discussion of the bill to express his views.

The Chalir fails to see where the gentleman has been de-
nied any right that has not been denied to every Member
of this House. ‘The gentleman has his right- of appeal to
get time, es the Chair stated, if this rulc is adopted. If the
rule is not adopted and the bill is taken up, then the gentle-
man may proceed under the rules of the House. ‘The Chair
fails to sce where the gentleman has raised a question of

personal privilege.

Mr. BLANTON. Mr. Speaker, a point of order.

The SPEAKER. The gentleman will state it.

Mr. BLANTON. I make the point of order, unless the
gentleman from New York [Mr. O'Cosnvorl] withdraws the
word “ demagozic ”, that the statement of the gentleman
from New York [Mr. O’Conroz} that the gentlemn from

Montana [Mr. MoxacHAN] was making “a demagogic
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speech ” is out of order. It attributes improper motives
to the gentleman from Montana, who, I think, is earnest
and sincere, and I ask that those words, “a demagogic
speech ”, be taken down, as used by the gentleman from
New York [(Mr. O'ConmoRr], unless the gentleman sees fit
to withdraw them.

Mr. O’'CONNOR. Well, I did not pronounce it just that
way, but I have no intention of withdrawing it.

Mr. BLANTON. Mr. Speaker, I ask that those words
embracing “ demagogic ” be taken down, because while he
and I do not agree on this bill, I think the gentleman from
Montana [Mr. MonNaGEAN] is sincere and in earmest in his
declaration. [Applause.]

The SPEAKTR, The gentleman requests that the words
of the gentleman from New York be taken down.

The Clerk will report the words.

Mr. MARTIN of }Massachusetts. Mr. Speaker, a parlia-
mentary inguiry.

The SPEAKER. The gentleman will state fc.

Mr. MARTIN of Massachusetts. I wonder if the request
to take down the gentleman’s words does not come too late?

Mr, BLANTON. Oh, no; lt does not. I made it in due
order.

Mr. O'CONNOR. Mr. Speaker, in order to save time and
to get down to the business of the House, and without re-
linquishing any of my private opinions, I withdraw the word
I used.

Mr. BLANTON.. Mr, Speaker, I therefore withdraw my
request,

The SPEAKER. The gentleman from Indiana is recog-
nized for 5 minutes.

Mr. GREENWOOD. Mr. S8peaker, this resolution pro-
vides for what is commonly known as a “ wide open” rule
for the consideration of the so-called. “ soclal security bill.”
The rule provides for 20 nours.of general debate to be’ con-
fined %o the bill and is wide open for all amendments that
are germane that any Member may wish to ofier. We
think the importance of this legislation calls for a rule of
this liberality.

I want to congratulate the Ways and Means Committee
on the presentation of this bill after many days of considera-
tion. Itis a great and wonderful step in advance providing
for the security of old age, for the security of motherhood
and of childhood. We have learned many lessons from the
depression, among them that in a land of surpluses, in a
land of plenty, where we raise a surplus of foodstuffs, thcu--
sands if not millions are hungry; that in a land where we
produce =& surplus of wool, cotton, and other material for
clothing, many are unclothed; that in a land where we pro-
duce a surplus of fuel, coal, oil, and electric power, many
are cold and hcmes are unheated. From this depression we
have learned that there must be new formuias for the se-
curity of humanity. After all, the supreme purpose of gov-
ernment is the protection of its citizens and the protection
of humanity.

This legislation is a wonderful step. in advance along the
line of security. It may not go as far as some would like,
but certainly it is & movement in the right direction as an
initial step.

The rule provides that anyone who has an amendment
they believe will improve the details of this legislation may
offer it and will have ample opportunity and {ime in wh.ch
to discuss it.

Mr. COX. Mr, Speaker, will the gentleman yleld?

Mr. GREENWOOD. I yield.

Mr.COX. The effect of the propoced rule is to give a privi-
leged status to the bill and to make possible its consideration
at this time.

Mr. GREENWOOD. That is all.

Mr. COX. And in that it provides for 20 hours’ general
debate it enlarges the privileges of the Members rather than
restricts them.

Mr. GREENWOOD. That is true. I thank the gentleman
for his contribution. It is one of the most liberal rules I
have ever seen,
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Mr. MCFARLANE. Mr. Speaker, will the gentleman yield?

Mr. GREENWOOD. 1 yleld.

Mr. McCFARLANE. How long will we be permitted to dis-
cuss the rule before the previous question will be ordered on
the rule?

Mr. GREENWOOD. The rules of the House provide for 1
hour of debate on the rule.

Mr. McFARLANE. Ido not soread it in the rule.

Mr. GREENWOOD. That is the rule of the House tcuch-
ing this matter, as I understand it.

Mr. McFARLANE. Another question, if the gentleman
will permit. The Parliamentarian has had some 19 or 20
amendments submitted to him but he has not passed upon
them. If this rule is adopted, can the gentleman state
whether or not the different measures thit have been dis-
cussed before the country would be germane to the bill?

Mr. GREENWOOD. Why, certainly the gentleman cannot
state that; that is the province of the Speaker and the Chair-
man of the Committce of the Whole House on the state of
the Union when the amendment is offered and after he knows
what it is.

Mr. BLANTON. Mr. Speaker, will the gentleman yield?

Mr. GREENWOOD. 1 yield.

Mr. BLANTON. In its ultimate finality it is within the
control of the House, because even though the Speaker rules,
the House can pass on all rulings. Is not that true?

{Here the gavel fell.]

Mr. COX. Mr. Speaker, I ask unanimous consent that the
gentleman may have 5 additional minutes.

The SPEAKER. Is there objection to the request of the
gentleman from Georgia?

There was no objection.

Mr. TRUAX. Mr. Speaker, will the gentleman yield?

Mr. GREENWOOD. 1 yield.

Mr. TRUAX. If this rule is adopted, may the so-called
“ Townsend plan ” be offered as a substitute?

Mr. GREENWOOD. I have no reason to believe it would
not be germane.

Mr. TRUAX. 1 thank the gentleman.

Mr. GREENWOOD. But I am not the Speaker of the
House, nor am I the Parliamentarian. Perhaps the gentle-
man from Ohio knows as much about it as I do.

Mr. GRAY of Pennsylvania. Mr. Speaker, will the gen-
tleman yield?

Mr. GREENWOOD, I yield.

Mr. GRAY of Pennsylvania. A few moments ago the
Speaker of the House in ruling on a point of order stated
that he felt sure the gentleman from Montana would he
able to get time in the discussion of this bill. The Rules
Committee brings out a rule dividing the time equally be-
tween the minority and the majority.

Mr. GREENWOOD. That is always customary, and there
is nothing unusual about that.

Mr. GRAY of Pennsylvania. Has the Rules Committee
ever thought of the injustice of that, in this respect: There
are three times as many Democratic Members in the House
as Republicans, yet Republicans are given an equal amount
of time.

M:. GREENWOOD. The time has always been divided
between the majority and the minority not with the idea
of politics, but that has been the custom of the House ever
since I have been a Member of the House. 'This rule is no
different from every other rule in that respect.

Mr. RICH. Mr. Speaker, will the gentleman yleld?

Mr. GREENWOOD. 1 yield.

Mr. RICH. When mention was made of the Townsend
plan being germane under this rule, did the gentleman
mean the plan by which $200 a month was to be paid
people over a certain age on the condition that they spend
it gurmg the month, that foolish, ridiculous, obnoxious
bill

Mr. GREENWOOD. I do not know what the gentleman
may mean or what any man may have in the back of his
head, but when the appropriate time comes, the gentleman
can propound the parliamentary inquiry to the Speaker,
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Also in connection with the purposes of this legislation I
am sure we all appreciate that we live in a machine age, an
age of greal invention; and unless we are going to correct

“this position, under the laws of invention, the monopoly that

is granted and the principal profits that come from an in-
vention are going to accrue to the management of indus-
try and not be divided as an appanage to those who work
with their hands. The invention of machinery crowds out
hundreds and thousands of men and women who labor with
their hands. We know that the future holds in store much
unemployment and its attendant distress, especially unem-
ployment in old age, and we may as well make this step now
looking forward to that future date so that the advantages
that accrue from the machine and this age of discovery in
which we live shall take care of the people displaced. All
our people must be taken care of under legislation of this
character, and I say that the bill is a wonderful step in
advance.

Mr. FITZPATRICK. Mr. Speaker, will the gentleman
yleld?

Mr. GREENWOOD. 1 yield.

Mr. FITZPATRICK. Speaking of the machine age, if the
48 States of the Union would shorten hours of labor we
could meet the threat of the machine age, and that is the
only way in which we can meet it.

Mr. GREENWOOD. I will agree with the gentleman
from New York that the shortening of hours of labor would
be very beneficial, but nevertheless there will always be thay
distress of old age; there will always be the necessity for
assistance to be rendered to motherhood and childhood. I
believe it is our duty as a nation of great wealth and of
great surpluses to provide a scheme of government that
through the years will build up the necessary reserves to
provide for security in old age, of motherhood, and of child-
hood. This bill, iIn my opinion, is a step in the right
direction.

Mr. Speaker, I want to congratulate the Ways and Means
Committee for the care with which this bill has been pre-
pared and for the work they have performed. I trust that
the House will sustain the Committee by voting favorably
on this rule in order that we may have full consideration
and full opportunity for amendment of this bill.

Mr. COX. Will the gentleman yield?

Mr. GREENWOOD. 1 yield to the gentleman from
Georgla.

Mr. COX. May I make the suggestion that if the mem-
bership will read the report of the committee, they will find
it is most instructive and explanatory of the measure,

[Here the gavel fell.]

Mr. RANSLEY. Mr. Speaker, I yleld 2 minutes to myself.

Mr. Speaker, the Rules Committee has given an open rule
to the security bill, giving the House an opportunity to amend
the bill when it comes before this body.

The bill provides that the Federal Government pay one-
half of the cost of State old-age pensions, with a Federal
limit of $15 per month to one person. You will admit that
this is by no means a princely sum and there is grave doubt
as to the constitutionality of part of the bill; the Govern-
ment, in the minds of many, has not the power to enforce
social insurance under the guise of a tax. Again, no credit
is allowed for the private pension funds set up by individual
employers. The bill is, to say the least, loosely drawn and
will probably reach the courts. I, however, propose to vote
for the rule.

Mr. Speaker, I yield 5 minutes to the gentleman from Ore-
gon [Mr. Morrl.

Mr. MOTT. Mr. Speaker, although this bill, the admin-
istration’s old-age pension bill, comes into the House under
an ostensibly open rule, yet insofar as that rule permits the
administration bill to be amended in the way that many
Members of the House would like to see it amended, this
rule is not an open rule at all. It is fo all practical intents
and purposes virtually a gag rule, and I desire to try to
show you, in the short time allotted for discussion on the
rule, just why it Is a gag rule,
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Mr. COX. Wwill the gentleman yleld?

Mr. MOTT. I have only 5 minutes on the rule, and I
would appreciate it if the gentleman would allow me to
finish my statement.

Mr. COX. Is the gentleman in favor of liberalizing the
rules of the House?

Mr. MOTT. Mr. Speaker, I do not yield. I am sorry, but
the gentleman must realize that my time is {00 limited to
yield at this point.Jfor questions if I am: to conclude my own
statement within the time.

Mr. Speaker, it is generally conceded, and I have con-
sulted several of the best parliamentarians in the House on
the point, that under a general open rule of the House no
Such old-age pension plan as that embraced in the Lundeen
bill or in the revised McGroarty bill may be offered by way
of amendment as a substitute to section 1 of the pending
bill, which is the old-age-pension feature of the President’s
economic-security bill, which bill we are now about to ccn-
sider under this rule.

Now, let me say frankly at the outset that the only part
of the President’s economic-security bill that I am very
greatly interested in for the moment, or that many Mem-
bers are very greatly interested in, is section 1 of that bill,
which contains the old-age-pensions provisions. I dare say
not 2 percent of the people of the United States either know
or care a great deal about any part of this administration
bill, except the old-age-pension part of it, but, on the other
hand, I venture to say that 90 percent of the people of the
United States do know and do care about the old-age-pen-
sion features of it and that they are very much interested
in knowing whether or not we intend at this session of
Congress to give to them an adequate old-age-pension bill.

Now, Mr. Speaker, while I intend to confine my remarks
at this stage to the rule itself, and not to the bill reported
in under the rule, I desire to say in this connection that
the old-age pension provided in the administration bill is
not an adequate vid-age pension and that most of the mem-

bership of the House freely admit that it is not adequate. ]

I doubt very much whether there will be any serious con-
tention in the debate which is to foliow the disposition of
this rule that the pension here proposed is an adequate old-
age pension. Furthermore, few people outside ¢f the Con-
gress believe this to be an adequate pension. Since the
convening of the present Congress I have replied to  more
than 9,000 letters inquiring about and commenting upon the
old-age-pension provision of the administration bill, but I
have yet to receive a single letter in which the writer ex-
pressed the opinion that the pension here proposed is
adequate.

Please do not misunderstand me. I am not for the
purpose of the debate on the rule criticizing the bill itself.
‘What criticism I may have for it I shall reserve for debate
upon the bill. But I am telling you what the people you
yourselves represent think about it, for the purpose of urg-
ing upon you the liberalization of the rule, so that what
your constituents have asked for in the way of an old-age
pension may at least be considered and dcbated under the
rule.

Mr, Speaker, there are millions of people in this country
who in good faith have petitioned the Congress to consider
und discuss and to decide upon the merits of certain old-age-
pension plans which they believe to be solutions to the
old-age-pension problem. It {s said that 20,000,000 people
have signed petitions asking Congress to consider the so-
called “ Townsend plan ”, which is now before the Congress
in the shape of a new bill known as the revised McGroarty
bill. It is reported also that more than a million people have
by the similar orderly method of petition prayed Congress
to consider the Lundeen bill, which has been favorably re-
ported to the House by the Committee on Labor. Is this
body, the duly constituted representatives of the people and
the law-making authority of the people, going to deny com-
pletely these petitions of the people?

The Constitutior of the United States guarantees to its
people the right of petition to the proper authority, which in
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this case is the Congress of the United States, and that right
Presupposes and carries with it the right to have their orderly
petitions properly considered and passed upon by the Con-
gress in an orderly manner. I am not contending that you
must grant those petitions by enacting their proposals into
law, because to say that would be to deny to Congress the
right to legislate as the representatives of the whole peorle.
But I do say to you that you hiave no right to refuse to allow
the legislation prayed for in those petitions to be considered
on the floor of this House. I do say that you have no right,
figuratively speaking, to throw those petitions in the waste
basket. And finally I say that although you may have the
legal right you have no moral right to adopt any rule today
which will render it impossible for the House to consider and
act upon either the revised McGroarty bill, the Lundeen bill,
or any other old-age-pension bill now before Congress which
proposes a different old-age-pension plan than that proposed
in the President’s bill. And tkat, Mr. Speaker, is precisely
what the majority of this House will do if it adopts this
rule.

The other bills to which I have referred are tax bills, and
that is the reason why they cannot be offered as amend-
ments or substitutes for section 1 of the pending bill, under
the supposedly open rule which you are now proposing to
adopt. Under this rule all tax bills must be held to be not
germane to section 1 because section 1 contains no tax
provision. The revised McGroarty bill is a tax bill providing,
among other things, for a 2-percent transaction tax for the
purpose of finincing the pension provided for in the bill.
The Lundeen bill is also a tax bill. All the other old-age-
pension bills now pending before Congress are tax bills, and
this rule will shut them all out from any consideration
whatever.

Mr. Speaker, I trust the point I make Is clear to every-
one—that under the general rules of the House and under
this particular rule—no one will be allowed to offer any
other old-age plan as a substitute to section 1 of the admin-
istration bill which, of course, is the only bill before the
House fur consideration under the rule. I have no right to
say to Members how they shall vote for any of these other
bills if they are offered, but I think I have a right to insist
that the Rules Committee ought to give the Membership of
the House an opportunity to consider those other plans and
to debate them, and, if they are satisfied with one of the
other plans they ought to have the right to substitute it for
the old-age-pension provision of this administration bill.

The only way that that can be done, and the only way
that this House will have any opportunity whatever of con-
sidering any other old-age-pension plan except the partic-
ular plan specified in the pending bill, is to vote down the
previous qQuestion on the rule and then amend -the rule so
as to provide that any other old-age-pension plan, together
with any cther system or scheme of raising revenue to
finance it, may be offered by way of amendment to section 1
of this bill. Gentlemen will have an opportunity to do this
by simply voting down the previous question and amending
the rule, or by voting down the rule itself and requiring the
Rules Committee to bring in a new rule. If you refuse to
do that, then by your vote you will declare to your colleagues
and to the country that you have prevented and ferbidden
consideration and debate in this House upon any other kind
or type of old-age-pension bill except the specific plan pro-
vided in the pending bill, which, in the opiai>n of the ma-
Jority of the Members here, is altogether inadequate and
with which the country as a whole is mot satisfied.
[Applause.]

[Here the gavel fell.}

Mr. MONAGHAN. Mr. Speaker-—

The SPEAKER. For what purpose does the gentleman
from Montana rise?

Mr. MONAGHAN. For the purpose of submitting a parlige
mentary inquiry.

The SPEAKER. The gentleman will state it.

Mr. MONAGHAN. Is not the statement that was made by
the gentleman from Oregon [Mr. Mot} correct, that if this
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rule passes, then only one particular plan, the plan that we
now have under discussion, may be passed upon by the
Congress?

The SPEAKER. The Chair is not in position to answer
that parliamentary inquiry. That is a matter which will
come up subsequently under the rules of the House. The
Chair would not seek to anticipate what the Chairman of the
Committee of the Whole may rule or what the Committee
itself may do. The Chair feels very certain that the Chair-
man of the Committee will be governed, as all chairmen of
committees are, by the rules and precedents of the House.
Certainly the Chair would not anticipate his ruling; ..nd in
addition to this, the Chair cannot pass upon any particular
amendment until it has been presented in 2ll its phases.

SOCIAL-SECURITY BILL

Mr. RANSLEY. Mr. Speaker, I yield 5§ minutes to the
gentleman from Minnesota [Mr. Knurson].

Mr. KNUTSON. Mr. Speaker, I do not think this legisla-
tion should have been accompanied by a special rule—

Mr. COX. Mr. Speaker, will the gentleman yield there?

Mr. KNUTSON. If the gentleman please, I have only 5
minutes.

Bringing in this bill under a special rule is a reﬂection‘

upon you Democrats.

Mr. DOUGHTON. Mr. Speaker, will my colleague yield? |

Mr. KNUTSON. I always yield to my chairman.

Mr. DOUGHTON. We were advised by what we consid-
ered geod parliamentary authority that this is the only way
by which the bill could be considered. We were advised that
it is not privileged and could only come in under a rule.
Apparently, the gentleman would not want it considered
at all.

Mr. KNUTSON. The CoNGRESSIONAL RECORD shows there
are 319 Democrats in the House, 103 Republicans, 7 Pro-
gressives, and 3 Farmer-Lahorites. In other words, you have
three times as many Members as the three other parties
combined [applause], but you cannot be trusted to pass upon
a measure of this kind without a gag rule. ([Laughter.]
Now, applaud that. [Laughter.}

Mr. MONAGHAN and Mr. SAMUEL B. HILL rose.

The SPEAKER. Does the gentleman yield; and if so, to
whom?

Mr. KNUTSON. To my good friend from Montana, who'

started the fireworks.

Mr. MONAGHAN. Does not the gentleman feel that my
rights in this House have been infringed when I have been
refused the right to express myself on this, the most impor-
tant part of the whole program, the rule under which the
bill will be considered?

Mr. KNUTSON. Technically, no; morally, yes. [Laughter
and applause.]

When we were in control we very rarely brought legisla-
tion in under & gag rule. [Laughter.] That is all right,
but the Recorp will bear me out. I notice that the pro-
ponents of this rule are going to some pains to explain to
Yyou that this is an open rule,

Now, do not deceive yourselves. If you adopt this rule,
you vote to tie your hands so that you cannot substitute
any provisions for section 1 that provides for raising the
money through taxation.

Mr. WARREN. Mr. Speaker, will the gentleman yleld?

Mr, KNUTSON. Yes,
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Mr. WARREN. The gentleman is complaining because
this measure is brought in under a rule. Will he please say
how in the world it could be considered without a rule?
‘To show you how absolutely absurd——

Mr. KNUTSON. I cannot yield for a speech. If the
gentleman wants to propound a question, all right.

Mr. WARREN. I want to propound a question.

Mr. KNUTSON. I think you are taking too much of my
time, and I refuse to yield further.

Mr. WARREN. It could only come up. otherwise, on
Calendar Wednesday.

Mr. KNUTSON. Mr. Speaker, I carnot yield for a state-
ment.

Mr. MARCANTONIO.
yield to me?

Mr. KNUTSON.
ment.

Mr. MARCANTONIGC. Could we not adopt the same pro-
cedure we followed when we considered the bonus bill?
You then brought in a special rule for the Patman bill and
the Andrews bill, so that we could amend the Vinson bill
by substituting those two bills. Why do you not do the same
thing here?

Mr. LUNDEEN. Mr. Speaker, will the gentleman yield?

Mr. KNUTSON. 1 yield to the genileman from Minue-
sota.

Mr. LUNDEEN. I wish to inquire as to the gentleman’s
opinion of whether we could, under this rule, substitute
H. R. 2827, or the McGroarty bill.

Mr. KNUTSON. Is H. R. 2827 the gentleman’s bill?

Mr. LUNDEEN. H. R. 2827 is the Lundeen bill.

Mr. KNUTSON. No; you cannot.

Mr. BLANTON. Mr. Speaker, will the gentleman yield
for a question?

Mr. KNUTSON. Yes.

Mr. BLANTON. If we did not have a rule there would ba
just 1 hour of debate under the rules of the House, whereas
under the rule there is 20 hours of debate.

Mr. KNUTSON. Why could you not bring in a rule to
give us 20 hours of debate and let it go at that?

As I lgok into your faces on this side you appear to me
like intelligent pecple. You look as though you can be
trusted, but evidently your leadess feel that you cannot be
trusted, and perhaps they know you better than I do.
[Laughter and applause.]

Mr. O'CONNOR. Mr. Speaker, I yield 1 minute to the

Mr. Speaker, will the gentleman

For a question, yes; but not a state-

‘gentleman from North Carolina [Mr. WARREN].

Mr. WARREN. Mr. Speaker, just to show how absolutely
ridiculous ard fallacious the argument made by the gentle-
man from Minnesota is I call attention of the House to this
fact: He is complaining of the wide-open rule brought out
on this occasion. Had there been no rule this bill would
have been considered on some Calendar Wednesday, and
there would have been only 1 hour of yeneral debate on each
side on the whole subject. The gentleman from Minnesota
knows that, and that shows how entirely ridiculous his argu-
ment is. His reason for opposing this rule is absurd on its
face.

Mr. MONAGHAN. Will the gentleman yield?

Mr. WARREN. 1 yleld.

Mr. MONAGHEAN. I wonder how the length of debate
would give us a better bill,

Mr. WARREN. The same rules of germaneness would
apply then as now.

Mr. MONAGHAN. How about the bonus bill?

Mr. WARREN. That was brought in under a rule.

Mr. MONAGHEAN. But a very much more liberal rule
than this.

Mr. RANSLEY. Mr. Speaker, I yield 5 minutes to the
gentleman from New York [Mr. MARCANTONIOL.

Mr. MARCANTONIO. Mr. Speaker, the press of the
Nation has heralded this rule as wice open. I agree that it
is a wide-open rule technically, but from a practical stand-
point it is a rule which accomplishes the sarne purpose of a
stringent gag rule. It prevents this Xlouse from discussing
and passing on genuine social-security plans.
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The argument has been raised here that legisiation on
social security is just as important, if not more important,
than that of the soldiers’ bonus. I agree with that state-
ment. The rule on the soldiers’ bonus provided that the
House could vote for either the Vinson plan, the Patman
plan, or the Andrews plan. The Rules Committee brought
in a special rule giving the Membership the right to offer any
of these plans as amendments in the Committee of the
Whole or in the House with two motions to recommit.

Why should not a special rule be adopted, providing the
same procedure for this legislation, which is the most im-
portant long-range legislation presented before this House in
25 years?

Nobody can deny that the Lundeen bill may be ruled out
on a point of order on the ground that it is not germane
under this trick rule. Nobody can deny that it will also be
argued that the Townsend old-age plan is not germane. As
far as the Townsend plan is concerned it may be ruled out
because it provides for taxation. It may be held not to be
germane because it provides for revenue raising, and the
Doughton bill before us has no revenue-raising provisions
for Federal old-age provisions. The Townsend plan may
be ruled out on a further point according to the Mapes
precedent in that it raises revenue by a different method
than that in the bill. Why not adopt a special rule making
both these plans in order.

Throughout the Nation millions of people are in favor of
the McGroarty-Townsend plan, millions of people are in
favor of the Lundeen workers’ plan. Although I am for
H. R. 2827, the Lundeen bill, known as the * workers’ bill ”,
and although I am opposed to the Townsend plan because it
would impose a sales tax, which is just as bad as the pay-
roll tax imposed under the Doughton bill. I do not care to
discuss the merits of any of the plans at this time. I shall
do so under general debate. However I do say that the
House of Representatives should have an cpportunity to
vote on these plans and to deliberate on matters which are
being discussed by millions of our citizens. We should vote
these plans up or down and assume our responsibilities
like real Representatives of the people and not dodge issues
which millions of Americans have raised throughout the
Nation. Their causes should be given a trial before this
House and this House should be given an opportunity to
pass judgment. We should not hide behind a trick rule.
We should face issues squarely. That is our duty and that
is why we are here. This rule, in all likelihood will preclude
this House from voting on any of these plans. So when you
say you are giving us a wide-open rule, you are giving us a
wide-open bag; yocu have got this thing in the bag and you
are getting away with it. [Laughter and applause.]

I propose that the only method by which we can amend
this rule so as to make the Townsend plan germane and the
Lundeen plan germane is to vote down the previous question
and then amend this trick rule. We cannot amend this trick
rule unless we vote down the previous question. If the previ-
ous question is voted down, then I shall propose the follow-
ing amendment:

On page 1, line 11, after the word “rule™, insert *“In the con-
sideration of the bill it shall be in order to consider es amend-
ments the provisions of H. R. 2827 (the Lundeen) plan and of
II. R. 7154 (the Townsend) plan, notwithstanding any rule of the
House.”

This will give & real hearing to a great portion of the
American people.

Mr. CONNERY. Will the gentleman yield?

Mr. MARCANTONIO. I yield.

Mr. CONNERY. The Lundeen bill is a bill that has been
reported by a committee of this House?

Mr. MARCANTONIO. Ezxactly. The Labor Committee
reported the Lundeen bill favorably. Why should not this
House be given an opportunity to discuss and pass on this
plan?

Mr. Speaker, you may call this “ social security ”, you may
call this a “ new deal ”, you may call it what you please, but
it is simply the same old stacked deck of cards that were sent
to the laundry 2 years ago to be powdered and polished and
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are now being dealt out in the same old menner. You can
call it “ social security ”; you can call it “ the new deal.” I
say to you this is not social security, not a new deal, but
it is just a new delusion. [Applause.}

The SPEAKER. The time of the gentleman from New
York [Mr. MarcaNTONIO] has expired.

Mr. O'CONNOR. Mr. Speaker, I yield 2 minutes to the
gentleman from Georgia [(Mr. Cox].

Mr. COX. Mr. Speaker, as has been explaired, this bill
did not enjoy privilege. The effect of the rule is to give it
a privileged status, thereby making possible consideration at
this time. The rule reported and now offered to the House
deprives no Member of any privilege or right which he en-
joys under the general rules of the House. As a matter of
fact, in providing 20 hours’ general debate, it enlarges the
privileges of the Membership.

It does seem to me, Mr. Speaker, most unreasonable for
anyone to complain of the action of the Rules Committee in
reporting this rule, especially in view of the fact that the
Ways and Means Committee, asking for a rule, simply re-
quested such rule as the Rules Committee in its judgment
might see fit to grant. That committee reported a rule
which preserves to the Members all rights that they enjoy
under the general rules of the Eouse.

Mr. MONAGHAN. Will the gentleman yield?

Mr. COX. Not now. It could not in reason be expected
that the Rules Committee wou!ld have gone out of its waz to
the extent of seeking to liberalize the general rules of the
House in order to make possible the consideration of some
extreme and impossible a measure as is the Townsend plan.

The SPEAKER. The timme of the gentleman from Georgia
has expired.

Mr. RANSLEY. Mr. Speaker, I yield 5 minutes to the
gentleman from Minnesota [Mr. LONDREN].

Mr. LUNDEEN. Mr. Speaker, I agree with the statement
of the gentleman from New York [Mr. MArRCANTCNIO], well
stated, that the House should have an opportunity to pass on
these two measures supported by millions of people in these
United States. For instance, H. R. 2827, considered by a
subcommittee of the Committee on Labor, and reported out,
6 to 1, by that subcommittee, should be included. I have the
hearings on that bill before me in which the constitutionality
of the workers’ unemployment, old-age, and social-security
bill is clearly upheld.

Mr. RAMSPECK. Will the gentleman yield?

Mr. LUNDEEN. 1 yield.

Mr. RAMSPECK. I am sure the gentleman does not want
to misstate the facts. The committee reported the bill 7 to 6.

Mr. LUNDEEN. I was speaking of the subcommittee when
I said the vote was 6 fo 1.

Mr. RAMSPECK. Well, let us get it straight.

Mr. LUNDEEN. Well, my statement is correct; the sub-
committee of the Labor Committee favorably reported H. R.
2827 and the full Labor Committee reported the bill out by a
majority of one.

Mr. CONNERY. Will the gentleman yleld?

Mr,. LUNDEEN. 1 yield.

Mr. CONNERY. This bill was passed upon favorably by
the Committee on Labor, and I put in for a resclution with
the Rules Committee and we received no action on it.

Mr. LUNDEEN. I thank the gentleman; and I wish to
say to the gentleman from Georgia [Mr. Ramspeck] that the
subcommittee reported the bill out 6 to 1, as I have already
stated. The main Committee on Labor passed the bill by a
majority of one, which is the vote to which the gentleman
from Georgia referred.

These hearings are quite complete. There are 800 pages
of testimony of economists and leaders of thought along the
line of social security from all over the United States.

Mr. KNUTSON. Will the gentleman yjeld?

Mr. LUNDEEN. I yield.

Mr. KNUTSON. Did I understand the gentleman to say
his bill had been reported out by the Committee on Labor?

Mr. LUNDEEN. Yes, indeed.

Mr. KNUTSON. It would be an act of discourtesy to the
Committee on Labor if we refused to consider it during the
consideration of this measure,
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Nr. LUNDEEN. I think the gentleman is correct. I
think the Committee on Labor is cne of the finest com-
mittees in this House, and it has as its chairman one of the
ablest and finest leaders that American labor has ever had.
{Applause.]

Mr. CONNERY. Will the gentleman yield?

Mr. LUNDEEN. Certainly.

Mr. CONNERY. I will say that we are used to the dis-
courtesy to which the gentleman from Minnesota [Mr.
KnuTtson] referred.

Mr. MONAGHAN. Will the gentleman yield?

Mr. LUNDEEN. I yield.

Mr. MONAGHAN. Since this rule will not permit a vote-

either upon the Lundeen measure or the McGroarty bill, and
since it has 20 hours of dcbate, is it not a rule that provides
for “ all bull ” and no real bill?

Mr. LUNDEEN. I will leave that to the gentleman’s own
judgment. I wish to say that the thing to do, in my opinion,
when the previous gquestion is voted upon, is to vote down
the previous question and throw open this rule to amend-
ment. [Applause.] That is what we should do in this
House, so that we can vote on the Townsend plan and vote
it up or down, as the Members think best, and vote on this
Lundeen plan—H. R. 2827—as the House thinks best, either
one way or the other. .

Mr. SAMUEL B. HILL. Will the gentleman yield?

Mr. LUNDEEN. I yield.

Mr. SAMUEL B. HILL. Is H. R. 2827, known as the * Lun-
deen bill ”, an old-age-pension bill?

Mr. LUNDEEN. Unemployment,
security bill.

Mr. SAMUEL B. HILL. But is it distinctly an old-age-
pension bill, or does it pension all unemployed.

Mr. LUNDEEN. It covers the unemployed and old-age
pensions.

Mr. SAMUEL B. HILL. Let us get this straight.
not strictly an old-age-pension bill.

Mr. LUNDEEN. It is an unemployment, old-age, and so-
cial-insurance bill.

Mr. TRUAX. Mr. Speaker, will the gentleman yield?

Mr. LUNDEEN. Yes.

Mr. TRUAX. If we vote for this rule then we preclude
the consideration of the Lundeen workers’ bill and the
Townsend old-age bill. We shut the door against those two
bills.

Mr. LUNDEEN. In my opinion we do, and that is based
on the judgment of the best parliamentarians of the House
of Representatives. I hope we can persuade the leaders of
the majority to permit a vote on the Lundeen bill (H. R.
2827) and the Townsend bill (H. R. 7154), introduced by
Representative McGroarTY. [Applause.]

The SPEAKER. The time of the gentleman from Minne-
sota has expired.

Mr. O’'CONNOR. Mr. Speaker, how much time have I
remaining?

The SPEAKER. Sixteen minutes.

Mr. O'CONNOR. Mr. Speaker, I yield 3 minutes to the
gentleman from Montana [{Mr. MONAGHAN].

Mr. MONAGHAN. Mr. Speaker, first, I thank the gentle-
man from New York [Mr. O’ConnoRr] and say that I have
the profoundest respect for him. His action in granting
these 3 minutes is proof to me of what I have always
thought—that he is one of the most sportsmanlike, as well
as one of the most brilliant, men in the House. [Applause.]

The reason that I rise in opposition to this rule is quite
simple. It is regarded generally by those who know that,
even while opportunity is presented here for amendment,
the amendments desired to be offered will be ruled out, as
the gentleman from New York [Mr. MarcantoNIto] has so
well stated. as not being germane to the bill under consid-
eration. It is further true that there is a right to a motion
to recommit, but that right goes by proper rule to the
minority side of the Ways and Means Committee of the
House, with the power in their hands to offer an innocuous

old-age, and social-

It is

CONGRESSIONAL RECORD—HOUSE

APRIL 11

and harmless motion and thereby defeat any bill such as
the Lundeen bill or the McGroarty bill, or any other type
of social-security bill,

Mr. MOTT. Mr. Speaker, will the gentleman yield?

Mr. MONAGHAN. Yes; I yield to the distinguished gen-
tleman from Oregon [Mr. Mortrl.

Mr. MOTT. And may I suggest that even if the minority
should offer on a motion to recommit the revised McGroarty
bill, it would be held not germane, the sarme as it would be
if it were offered as an amendment to the bill, so that the
right to recommit gives the people no right whatever so far
as putting in a substitute for the administration bill is
concerned.

Mr. RANKIN. Mr. Speaker, will the gentleman yield?

Mr. MONAGHAN. Yes; always, to my good friend from
Mississippi. .

Mr. RANKIN. A motion to recommit is subject to amend-
ment. I looked that up the other day. One can offer an
amendment to a motion to recommit.

The SPEAKER. The time of the gentleman from Mon-
tana has expired.

Mr. KOPPLEMANN. Mr. Speaker, before the gentleman
begins, will he yield for a question?

Mr. O'CONNOR. Yes.

Mr. KOPPLEMANN. In view of statements that have
been made to the effect of a vote fcr the rule having the
same effect as a vote against the so-called “ Lundeen and
McGroarty bills ”, what has the gentleman to say?

Mr. O'CONNOR. I cannot interpret that. That is a par-
liamentary question which should be addressed to the Chair.

Mr. KOPPLEMANN. I thought the gentleman was a good
parliamentarian.

Mr. O'CONNOR. Mr. Speaker, there has been a lot of
excitement about this rule. It bhas been stated many times

‘“that it is a wide-open rule and that is vhat it is, and no

one by talking from now until doomsday can convince any-
body with reason that it is not. No more wide-open rule

‘| could be devised. It is just a form. The committee clerk

draws it when told to bring out an open rule and that is all
it is. The Ways and Means Committee, different from the
time when we had up for consideration the bonus bill, left
the matter entirely to the Committee on Rules. So far as
the bonus bill is concerned, I might say that the Commit-
tee on Ways and Means requested the Rules Committee to
make the Patman bill in order.

Why a rule? As has been said, you would never consider
this legislation during this session of Congress without a
rule. The bill has no privileged status. While it has par-
tial revenue features in it, it does not come within clause 45
of rule XI which makes bills raising revenue in order. So
a rule is necessary.

There has been a lot of talk here for weeks and weeks
about gag rules on this measure. I am disclosing no con-
fidenee when I say that many of us, including the Speaker
and myself, have stood against any gag rule for the con-
sideration of this measure, and let me say to the distin-
guished gentleman from Minnesota [Mr. KnuTson] that this
is a pension bill in a great measure. I do not know whether
the distinguished orator from Minnesota was ever on a
pensions committee, but I have an idea that at one time he
was chairman of a pensions committee. In the whole his-
tory of Congress no pension bill was ever brought in other-
wise than under suspension of the rules, with 40 minutes of
debate, no amendments permitted, no motion to recommit,
with every rule of the House suspended. That is the way
it was always brought in under Republican administration.

Mr. CONNERY. Mr. Speaker, will the gentleman yleld?

Mr. O'CONNOR. Yes.

Mr. CONNERY. The gentleman said the Ways and
Means Committee requested that the Patman bill be made
germane to the Vinson bilL

Mr. O'CONNOR. Yes.

Mr. CONNERY. The Committee on Labor asked a rule
from the Committee on Rules after favorably reporting the
Lundeen bill,
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Mr. OCONNOR. Let me say right there that we hear a
lot of criticism of the Rules Committee in the House here
und we are supposed to take it. My information as to the
Lundeen bill is that in the genileman’s committee a vote was
taker: to table the measure and that vote was 7 to 7.

Mr. CONNERY. That is correct.

Mr. O'CONNOR. Seven to seven to table it. That did not
carry and one member who voted to table the measure left
the room and the bhill was reported out on a vote of 7 to 6.
Further, I do not recall that the gentleman has ever asked
me or approached the Rules Committee to give even a hear-
ing on the Lundeen bill.

Mr. CONNERY. Does not the gentleman want me to
state the situation?

Mr. O'CONNOR. I have not the time to go into that
now. :

Mr. CONNERY. The gentleman referred to me.

Mr. O'CONNOR. 1If I am not correct, I stand corrected.

Mr. CONNERY. Does the gentleman want me to mention
private conversations we have had about the Lundeen bill?

Mr. O'CONNOR. I must be mistaken. The gentleman
gust be correct when he states he did mention the subject

me.

Mr. CONNERY. I have mentioned it to the gentleman
three or four times. I am not going to say what the gentle-
man said, except there was no chance for the Lundeen bill

Mr. O'CONNOR. I am perfectly willing that the Lundeen
bill be made in order on this bill. I hope it is in order and
I hope the Townsend plan is in order on this bill.

Mr. McFARLANE, Mr. Speaker, will the gentleman yield?

Mr. O'CCNNOR. 1 yield.

Mr. McFARLANE. I know the gentleman is a good par-
liamentarian. I ask the gentleman to tell the House
whether or not he thinks the Lundeen bill or the Townsend
plan bill, either, is germane to this bill?

Mr. O'CONNCR. The gentleman is now asking me to go
into a matter which I have not gone into. Nobody is en-
titled to stand on the floor of the House and say that either
the Townsend plan or the Lundeen plan is not germane to
this bill. The Parliamentarian has a stack of bills yet to
examine, Some Member will preside as Chairman of the
Committee of the Whole House on the state of the Union and
will pass upon these questions as they rise. Off-hand, I will
say now that I think the Townsend plan is germane, al-
though I attach little importance to my opinion because I
have not sufficiently studied the bill. I hope {: is, so I can
vote against it. [Applause.]

Mr. McCORMACK. Mr. Speaker, will the gentleman
yleld?

Mr. O'CONNOR. 1 yield

Mr. McCORMACK. May I also call the gentleman’s at-
tention to the fact that it is always possible to appeal from
a decision of the Chair? I would call the gentleman’s atten-
tion to this additional fact also, that in the matter of the
bonus question we had biit one bill and not, as in the present
instance, a bill with several parts. The two situations are
entirely different. My own personal opinion is in complete
harmony with that of the distinguished gentleman from New
York, that this being a hill of several parts, not one particu-
lar bill, but several bills in one, either one of those bills is
in order as en additional part of this bill.

Mr. O’'CONNOR. I hope they are.

Mr. MARCANTONIO. Mr. Speaker, will the gentleman
vield for a brief observation?

Mr. O’CONNOR. I have not time, I am sorry.

There is no man in the House for whom I hold more
affection than the distinguished gentleman from Montana
{Mr. MonaGHAN]. It must be remembered, however, that the
tactics here tcday of voting down a rule, and the tactics
of the gentleman from Montana [Mr. MoNAGHAN] yesterday
in objection to my request to have until midnight to file a
rule, were agalnst this bill. If these tactics succeed, no
Townsendite, no Lundeenite, no lift-the-burden-off-the-
Federal-Governmentite weuld ever get a chance to consider

this bill.
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I did not know that the gentleman from Montana [Mr.
MoraGHAN] was the leader of the Townsendites. I thought
my beloved friend the poet laureate of California, Jonx
STeveNy McGroarTy, had introduced the bill and led his
valiant fight for the Townsend plan. I did not know until
yesterday that Dr. Townsend, who is now presiding in all
his dignity over this House, had selected the young admiral
from Montana [laughter] to lead his forces in this battle.

Mr. MONAGHAN. Mr. Speaker, will the gentleman yleld?

Mr. O'CONNOR. Briefly.

Mr. MONAGHAN. The gentleman does know, however,
that my interest in old-age pensions antedates the Town-
send plan or any other plan.

Mr. O'CONNOR. I did not know that.

LIr. MONAGHAN. And that it dates back to the time
when the railroad retirement bill had to be fought through
Congress against the united and combined opposition of the
leadership of both Heouse and Senate.

Mr. O'CONNOR. Something has been said about an in-
nocuous motion to recommit. Wait until you see it. The
motion to recommit will be to strike out the heart of this
bill. It will not be any perfunctory motion, and that motion
is in the hands of the minority.

What would you have us do? Would you have us hold
the N. R. A. bill, the banking bill, and other bills are ger~
mane to this bill? Would you tear up Jefferson’s Manual
Just to suit those who have sent all this propaganda
throughout the country?

Mr. MONAGHAN. If the gentleman will yield, I would
not.

Mr. O'CONNOR. Under one plan only 6,000,000 people
would be eligible for old-age pensions instead of 22,000,600
and we would have the spectacle of sons and daughters
giving up supporting their parents and wanting the Fed-
eral Government to support them. We of the great State
of New York take care of our deserving aged people, but we
do not deceive and delude them. There is going to be a
day of reckoning for the people who are advocating this
Townsend p'an when our poor, distressed, desperate people
wake up to the situation and find the snare and the delu~
sion they have been drawn into. [Applause.}

Mr. MONAGHAN. May I say to the gentleman—-

Mr. O'CONNGR. Mr. Speaker, I do not yield.

Mr. MONAGHAN. There will be a day of reckoning for
those advocating the delusion plan suggested.

Mr. O'CONNOR. Mr. Speaker, I do not yield.

The SPEAKER. The Chair will state that the rules pro-
vide that a Member cesiring to interrogate the Member who
has the floor must first address himself to the Chair and
obtain consent of the gentlerian addressing the House.
[Applause.] It is highly improper, although indulged in
practically all the time, for a Member to rise and interrupt
the Member addressing the House without first addressing
the Chair and obtaining consent of the gentleman who has
the floor.

Mr. MARCANTONIO.
yield?

Mr. O'CONNOR. For a brief question.

Mr. MARCANTONIO. When it comes to the question of
despair, does not the gentleman from New York believe that
the imposition of a pay-roll tax which eventually will fall
on the employees will bring greater despair than the despair
the gentleman describes?

Mr. Q'CONNOR. That I do not know. The gentleman
from New York knows that the great Empire State has never
neglected its aged and its children; and we do not have to
depend upon the Federal Government to take care of our
people.

Mr. MARCANTONIO. That is only so far as the State of
New York goes.

Mr. O'CONNOR. Mr. Speaker, we have been struggling
with this problem for at least 10 days. We have done what
we thought was the very best thing to do.

I have seen statements in the paper that the administra-
tion was in favor of a gag rule, That is not the fact. ‘The

Mr. Speaker, will the gentleman
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administration does not intrude into the province of this
House and tell it how to conduct its business.

Mr. Speaker, we allotted 20 hours of general debate. I
hope the members of the Ways and Means Committee will
stay on the floor. I hope the membership as a whole will
stay here and give attention to the consideration of this
bill. This bill probably should be perfected. There may be
mistakes, errors, and fallacies in it, so we appeal to the mem-
bership to stay here during its consideration. 'We hope every
opportunity for debate will be grantea. We hope that every
amendment may be offered, in spite of what has been sald
here today. Whoever presides in that chair as Chairman
must rule in accordance with the precedents of the House,
and if I am the only man left alive I am going to stand
against the day when you take the Manual of that beloved
Democrat, Thomas Jefferson, and tear it into shreds.

{Here the gavel fell.]

Mr. O’'CONNOR. Mr. Speaker, I move the previous ques-
tion.

Mr. CONNERY. Mr. Speaker, a parliamentary inquiry.

The SPEAKER. The gentleman will state it

Mr. CONNERY. On the previous question, would & vote
of “no ” leave the rule open for amendment?

The SPEAKER. And debate, of course.

Mr. MARCANTONIO. Mr. Speaker, I demand the yeas
and nays.

The SPEAKER. The Chair will count. [After counting.}
Thirty-six Members have risen; not a sufficient number.

The yeas and nays were refused.

The SPEAKER. The question is on ordering the previous
question,

The question was taken; and on a division (demanded by
Mr. MarcaNTONIO) there were—ayes 188, noes 54.

So the previous question was ordered.

The SPEAKER, The question is on the adoption of the
resolution.

The question was taken; and on a division (demanded by
Mr. MARCANTONIO) there were—ayes 177, noes 50.

Mr. CONNERY. Mr. Speaker, I demand the yeas and
nays.

The SPEAKER. The Chair will count. [After counting.}
Fifty-three Members have risen; a sufficient number.

The yeas and nays were ordered.

The Clerk called the roll; and there were—yeas 288, nays
103, not voting 40, as follows:

[Roll No. 54)
YEAS—288

Adalr Cole, Md. Eckert Hess
Allen Cole, N. Y, Edmiston Higgins, Conn.
Arnold Colmer Etcher Higgins, Mass.
Ashbrook Cooley Ellenbogen Hill, Ala.
Barden Cooper, Tenn. Evans H1, Samuel B.
Beam Corning Faddis Hobbs
Beiter Cox Farley Hoffman
Berlin Cravens Fenerty Holmes
Blermann Crosby Ferguson Hope
Blackney Cross, Tex. Fernandez Huddleston
Bland Crowe Fiesinger Igoe
Blanton Crowther Fitzpatrick Imhoft
Bloom Cullen Fletcher Jacobsen
Boehne Cummings Focht Jenkins, Ohio
Bolleau Daly Ford, Callf. Johnson, Okla.
Boland Darden Ford, Miss, Johnson,Tex,
Bolton Darrow Frey Johnson, W. Va.
Boylan Dear Fuller Jones
Brennan Deen Fulmer Kee
Brooks Delaney Gasque Keller
Brown, Ga. Dempsey Gassaway Kelly
Brunner Dickstein Gavagan Kenney
Buchanan Dies Glllette err
Buck Dietrich Gingery Kimball
Bulwinkle Dingell Good
Burch Disney Granfield Kleberg
Caldwell Ditter Gray, Ind, Kloeb
Cannon, Mo. Dobbins Green Knifin
Carden Dondero Greenwood Koclalkowski
Cermichael Dorse¥ Greever Kopplemann
Cartwright Doughton Gregory Lambertson
Cary Doxey Guyer Lambeth
Casey Drewry Haines Lanham
Castellow Driscoll Halleck Larrabee
Celler Driver in Les, Calif.
Chandler Duffey, Ohlo Hancock. N. ¥. Lee, Okla.
Citron Duffy. N. X. Harlan Lehlbach
Claiborne Duncan Hart Lewtis, Colo,
Clark, N. C. Dunn, Miss, Lloyd

Eagle Healey Lord
Cofles Eaton Lucas

Luckey
McAndrews
McClellan
McCormack
McGehee
McKeough
McLaughlin
McLeod
McReynolds
McSwain
Mahon
Maloney
Mansfield
Mapes
Marshall
Mason

May

Mead
Merritt, N. Y,
Millard
Miller
Mitch. 1}, 1.
Mitchell, Tenn.
Montague
Montet
Moran
Nelson
Nichols
O’'Brien
0O'Connell
O’Connor

Amlie
Andresen
Andrews, N. Y.
Arends

Ayers

Bacon
Binderup
Brewster
Buckbee
Buckler, Minn.
Burdick
Burnham
Carlson
Carpenter
Carter
Cavicchia
Christianson
Church
Clark, Idaho
Colden
Collins
Connery
Cooper, Ohlo
Costello
Crawford
Crosger, Ohlo

Andrew, Mass. .

Bacharach
Bankhead
Bell

Brown. Mich.
Buckley. N. Y.
Cannon, Wis.
Chapman
DeRouen
Fish
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O'Day Robinson. Utah
O'Leary Robsion. Ky.
Oliver Rogers, N. H.
O'Neal Rogers, Okla.
Owen Romjue
Palmisano Rudd
Parks Sabath
Parsons Sanders, La.
Patman Sanders, Tex.
Patton Sandlin
Pearson Schaefer
Peterson, Fla. Schuets
Peterson, Ga. 8Schulte
Pteifer Sears
Plerce Shanley
Plumley Sisson
Polk Smith, Conn.
Quinn Smith, Va.
Rabaut Smith, W. Va.
Ramsay Snell
Ramspeck Snyder
Randoiph Somers, N. Y.
Rankin Eouth
Ransley Spence
Reece Stack
Reed. N. Y. Starnes
Reilly Sulllvan
Rich Sumners, Tex,
Richards Tarver
Richardson Taylor, Colo.
Robertson Taylor, 8. Q.
NAYS—103

Culkin Lemke
Dirksen Ludlow
Dockweller Lundeen
Doutrich McFarlane
Dunn., Pa. McGrath
Ekwall McGroarty
Engel Maas
Englebright Marcantonio
Gearhart Martin, Colo.
Gehrmann Martin, Mass,
Gifford Massingale
Gllchrist Maverick
Glldea Merritt, Conn.
Gray. Pa. Michener
Greenway Monaghan
Gwynne Moritz
Hildebrandt Mott
Hill, Knute Murdock
Hoeppel O’Malley
Hollister Patterson
Hook Perkinsg
Houston Pittenger
Hull Powers
Eahn Reed, I,
Knutson Rogers, Mass,
Kramer Ryan

NOT VOTING—40
Flannagan Lamneck
Gambrill Lesinski
Goldsborough Lewis, Md.
Griswold McLean
Hancock, N.C. McMillan
Hartley Meeks
Jeuckes, Ind. Norton
Kennedy, Md. Pettengill
Kennedy, N. Y. Peyser
Kvale Rayburn

So the resolution was agreed to.

The Clerk announced the following pairs:

Mr. Bankhead with Mr. Bacharach.

Mr. Chapman with Mr. Stewart.

Mrs. Norton with Mr. Fish,

Mr. Goldsborough with

Mr. Rayburn with Mr. Seger.
Mr. Steagall with Mr. Andrew of Massachusetts.

Mr. Lamneck with Mr. McLean.
Mr. DeRouen with Mr. Hartley.

Mr. Thomas,

Mr. Flannagan with Mr. Wolfenden.
Mr. Griswold with Mr. Kvale.
Mr. Hancock of North Carolina with Mr. West,
Mr. Gambrlll with Mr, Buckley of New Tork.
Mr. Meeks with Mr. Cannon of Wisconsin,

Mr. Underwood with Mrs, Jenckes of Indiana.
Mr. Eennedy of New York with Mr. Russell.
Mr. Pettengill with Mr. Lesinskl.

Mr. Kennedy of Maryland with Mr. Bell.

Mr,

Mr. Shannon with Mr. Brown of Michigan.
McMillan

with Mr. Peyser.
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Taylor, Tenn,
Terry

Thom
Thomason
Thompson
Tinkham

Treadway
Turner

Scrughzm
8ec

Short
Sirovich
Smith, Wash,
Stefan
Stubbs
Sutphin
Taber
Thurston
Tobey

Tolan

Truax
Wallgren
Welch
Werner
WHhite
Wigglesworth
Withrow
Wolverton
Zioncheck

Russell
Seger
Shannon
Steagall
Stewart
Sweeney
Thomas
Underwood
West

Wolfenden

Mr. HIGGINS of Massachusetts changed his vote from
o nay ” to o ye&."
Mr. ARENDS changed his vote from “ yea ” to ® nay.”
The result of the vote was announced as above recorded.
A motion to reconsider was laid on the table.
M’GROARTY BILL
Mr. WHITE. Mr. Speaker, I ask unanimous consent to
address the House for one-half minute.
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The SPEAKER. 1Is there objection to the request of the
gentleman from Idaho?

There was no objection.

Mr. WHITE. Mr. Speaker, as one In favor of the Mec-
Groarty bill, I desire that the Recorp show at this point
that I voted against the previous question on the rule to
consider the security bill.
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SOCIAL-SECURITY BILL
Mr. DOUGHTON. Mr, Speaker, I move that the House
resolve itself into the Committee of the Whole House on the
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state of the Union far the consideration of the bill (H. R.
7260) to provide for the general welfare by establishing &
system of Federal old-age benefits, and by enabling the sev-
eral States to make more adequate provision for aged per-
sons, dependent and crippled children, maternal and child
welfare, public health, and the administration of their unem-
ployment compensation laws; to establish a social-security
boaid; to raise revenue; and for other purposes.

The motion was agreed to.

Accordingly the House resolved itself into the Committee
of the Whole House on the state of the Union for the consid-
eration of the bill H. R. 7260, with Mr. McRegy~oLps in the
chair.

The Clerk read the title of the bill,

Mr. DOUGHTON. Mr. Chairman, I ask unanimous consent
that the first reading of the bill be dispensed with.

The CHAIRMAN. 1Is there objection to the request of the
gentleman from North Carolina?

There was no objection.

Mr. DOUGHTON. Mr. Chairman, I yield myself such
time as I may desire to use.

The CHAIRMAN. The gentleman from North Carolina is
recognized for 1 hour.

Mr. DOUGHTON. Mr. Chairman, as this is one of the
most important measures coming before the Congress for
consideration at this session and, perhaps, as important as
any measure that the Congress in recent years has been
called upon to consider, I prefer not to be interrupted until
I have finished my statement. However, I shall not decline
to yield. It is my purpose, so far as I may be able to do so,
to explain the purposes and the provisions of this bill and
1 desire to do so in as consecutive a manner as I am capable
of doing.

The social-security bill (H. R. 7260), which has been favor-
ably reported by the Ways and Means Committee, i3 based
upon the recommendations of the President in his message
to both Houses of Congress on January 17 of this year, and
the detailed report and recommendations of his Committee
on Economic Security, which was transmitted at that time.

Nearly a year 220, on June 8, the President transmitted a
message to Congress edvocating social-security legislation,
and shortly thercafter he created, by Executive order, a
committee concisiing of the Secretary of Labor as chairman,
the Sccretary of the Treasury, the Attorney General, the
Secretary of Agriculture, and the Federal Emergency Relief
Administrator, instructing his committee to make a compre-
hensive study of the many factors in our industrial life
which lead to dependency and destitution, and to recommend
appropriate measures which would provide protection against
these causes of insecurity.

The Ways and IMeans Committee, to whom these recom-
mendations for legislation were referred, held hearings on
the subject for 3 wecks, at which time all persons desiring
to be heard were given an opportunity to express their opin-
ijons. The record of the public hearings fills a volume of
over 1,100 pages. Practically every person appearing before
the committee was in favor of the broad purposes of the
economic-security program, and their criticisms were directed
to particular features of it rather than to its fundamental
purposes. These criticisms have been taken into account in
the thorough revision made by the committee. Following
the hearings, the Ways and Means Committee worked over
this legislation in executive session for more than a month,
and carefully considered every part and phase of the broad
problem of social security. The proposed bill has been en-
tirely rewritten, and important modifications have been made
at many points. The fundamental recommendations of the
President and his Committee on Economic Security, however,
are embodied in the new bill reported to you by the Ways
and Means Committee.

I do not believe since I have been a Member of this body
any bill that has been considered by the Congress has been
given more thorough, more¢ careful, or more painstaking con-
sideration, or where broader latitude has been afforded to
everyone desiring to be heard and express his view than has
been the case in the consideration of this legislation,
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The proposed bill has been entirely rewritten and many
important modifications made, as I believe will be testifled
to by each member of the committee.

The proposed bill presents a broad plan for social security,
embracing measures for (1) protection against destitution
and dependency in old age, (2) unemployment compensa-
tion, (3) security for children, and (4) increased public
health protection. These measures of protection against
the principle causes of destitution and dependency, taken
together, in conjunction with the immediate program of
public works, and with the cooperation of the States, will
provide a coordinated plan for social security. It is of great
fmportance that the many overlapping phases of insecurity
should be approached in this manner, rather than through
separate piecemeal proposals.

The social-security bill is one of the most important
measures ever placed kefore Congress for its consider?.tion.
While it is designed to enhance very greatly the security of
the American worker and to provide a larger measure of
social justice, it does so within the scope of our existing
economic order. In no way does it resemble the many
penaceas and nostrums which propose that we legislate our-
selves into prosperity by lifting ourselves by our bootstraps,
and which would upset our established economic and politi-
cal institutions. The fact that several of these proposals
have attracted a wide-spread following implies a threat to
our existing institutions which should not be regarded
lightly.

We do not clajm the bill under consideration to be a
perfect measure, nor one that will not require amendment
from time to time, in the light of experience, but, in view
of the present very great lack of economic security of the
American worker, it represents a long step forward and a
step which we cannot wisely postpone.

The social-security program of the administration is an
attempt to mitigate and to prevent the distress and suffering
which so frequently arise from our industrial economy. So
long as the country was largely agricultural, and industry
was conducted on a small scale, there was relatively little

- need for such measures of protection as the social-security
bill will provide. The Insecurity of the worker arising from
unemployment and dependency in old age was much less
than at present. The industrialization of society, the de-
velopment of large corporations, the increasing use of ma-
chinery, the great number of unemployed, as well as the in-
creasing number of persons dependent in old age, make it
necessary that we take measures which will restore to the
American worker and his family the degree of social security
which he formerly enjoyed.

Today we see frightful evidence of insecurity on every
hand. The fact that more than 15,000,000 persons are re-
ceiving unemployment relief is perhaps our most striking
evidence of insecurity. Nearly a million of these persons are
over 65 years of age. A much larger number are over 50
years of age, and have little prospect of ever again becom-
ing employed. Nine million of the persons on relief are
children under 16 years of age, many of whom have never
known what it is to have a regular wage earner in the family.
It is estimated that at present 10,000,000 wage earners are
unemployed, although only about half of these are receiving
unemployment relief.

As long as this large number are unemployed and depend-
ent on public charity for their sustenance, the great mass
of American families, those in which there are employed
wage earners, can feel no real security.

The existence of such a large relief problem, the presence
of insecurity on such a vast scale, is a serious threat to our
economic order. We must certainly deplore the extent to
which large masses of our people are weighed down by
privation and suffering, and we cannot overlook the grave
social danger implied in the deterioration and pauperization
of a large section of our population. We cannot afford to
delay further the legislation which 18 necessary to protect
our American workers against the many hazards of our
industrial order which lead to huge relief rolls and threaten
the foundations of our society.
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The social-security program of the administration grew
out of a determination to find a better way of dealing with
the causes which have brought about the present acute situ-
ation. It should not be regarded as a substitue for relief,
for there will always be the necessity for some publie
charity. It will not benefit immediately all of those now on
relief, but other protection is provided for them. What the
bill will do is this: Relieve much of the present distress and
greatly lessen the incidence of destitution and dependency
in future years.

The essential feature of the social-security bill is that of
social insurance against the principal hazards or risks
which have caused American families to become dependent
upon relief. These causes are well known: (1) Unemploy-
ment, (2) old age, (3) lack of a breadwinner in familieg
with young children, and (4) sickness. The bill includes
comprehensive measures against all but the last of these.
Measures proposed to furnish protection against the ricks
arising out of old age and unemployment are usually called
social insurance. Social insurance protects the worker and
his family against dependency by enabling them, with the
help of their employers, to build up reserves which may be
used during periods of unemployment and in old age. Pro-
tection for the family with young children under 16 lacking
a wage earner, is provided through Government funds rather
than through social insurance.

The principle of insurance is familiar to all of us. No
country in the world is more insurance-minded than we are,
as evidenced by the statistics upon the amount of insurance
in effect in this country. Certainly everyone will recognize
that the greatest economic risk facing the average American
family today is that of unemployment. There should be no
argument as to the social desirability for applying the
principle of Insurance against this risk. et no one say that
insurance against these serious social dangers is contrary
to our institutions, or that it will undermine the integrity
of the American citizen.

The advantages of soclal insurance over public reliet are
many. It does not carry with it the stigma of charity with
its devastating effect on the morale of our population and
its loss of self-respect. The protection afforded by social
insurance comes to the worker as a matter of right. It is
contingent upon the previous employment and contributions
of the worker himself and does riot involve the social investi-
gation and the means test which is inevitable in any system
of public relief. Contrary to the mistaken impression of
many persons, social insurance does not place & premium
upon idleness. Quite the contrary. The worker’s right to

|| benefits is conditioned upon his previous employment, and

social insurance will do nothing to break down the sacred
American tradition of self-reliance and initiative.

Social insurance quite justifiably places on industry itselt
a part of the burden of unemployment. Under suitable leg-
islation, industry can and will be encouraged to go far
toward stabilization and regularization of employment. So-
cial insurance will be beneficial to society as well as to the
worker himself. It upholds the purchasing power of the
great mass of wage earners upon which the welfare of our
industrial order is so greatly dependent. It counteracts de-
flationary tendencies particularly at the outset of a depres-
sion and does much to allay its most disastrous effects. In
providing individuals with a real sense of security, it has a
social effect of the utmost significance.

Social insurance is now in operation in most of the indus-
trial countries of the world. Some of these countries have
had social insurance for as long as 50 years; and the device
has an even older history, going back for a hundred years
or more in the private systems of European labor organiza-
tions. In this country labor organizations and individual
employers have operated social-insurance systems on a
limited scale for a number of years, but we are one of the
latest of the industrial countries to consider social insurance
on a broad governmental basis. Practically every other
progressive country in the world has not merely one form
of social insurance, but a fairly complete system, covering
several types of risks not covered in the proposed legislation
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We may very profitably avail ourselves of European experi-
ence and avoid many of the mistakes which have been made
there. The proposed social-sccurity bill, while based upon
careful study of the social-insurance systems of other coun-
tries, is not a copy of foreign institutions except in broad
outlines. It is designed to fit our own conditions, and
economic and political institutions. Our neighboring coun-
try to the north—Canada—is now considering very similar
legislation proposed by the prime minister. Canada has
had Dominion old-age-pension legislation for a number of
years.

One of the major features of the social-security bill is
protection against depsndency and want in old age. This
is covered by two titles of the bill. Title I provides for
Federal aid to the States for old-age assistance, commonly
called “ old-age pensions.” Title II provides for old-age ben-
efits out of the Federal Treasury, based upon the employ-
ment of the wage earner during his lifetime of productive
years of work. ‘These represent two separate but comple-
mentary provisions for old-age security: The first making
provision for persons who are already old and dependent
and have passed their span of productive years; the second,
for a form of old-age security whereby the employed person
who is not yet old may in the future receive benefits which
will support him in old age.

Title I, providing for Federal aid to the States for old-age
pensions, authorizes an appropriation of $49,750,000 for the
next fiscal year, and as much thereafter as may be required.
It is assumed that there will be a considerable lag before
the State systems are fully operative, and the appropriation
required for the first fiscal year is accordingly much smaller
than will be required after a year or so when the States
have their systems in full swing.

A number of factors combine to make old-age dependency
one of our greatest social problems. The number of aged
persons in our population has been increasing for several
decades. In 1930 there were 6,500,000 persons in this coun-
try over 65 years of age. Within the next 35 years it is esti-
mated that this number will more than double, reaching a
total of 15 million persons. Not only is the number of aged
persons rapidly increasing, but the percentage of persons
over 65 years of age to the total population is also rapidly
mounting. In 1860 only 2.7 percent of our population was
over 65 years of age; by 1930 it had increased to 5.4, and it
is estimated that by 1970 it will be over 10 percent. The
old-age problem is not a numerical problem alone. The
amount of dependency among aged persons is also rapidly
increasing. The plight of the aged wage earner who has
lost his job is only too well known. Industry demands
younger workers, with the result that wage earners find it
fncreasingly difficult to secure employment after the age
of 40 or 50.

At the present time it is estimated that approximately
hzalf of the 6,500,000 persons over 65 years of age in this
conntry are dependent upon others—approximately one
million receiving public relief. The others are being cared
for by relatives and friends or are without sufficient means
but too proud to accept public assistance except as a last
vesort. It is extremely doubtful whether more than a few
of this number will ever again be self-supporting. The num-
ber of persons now over 50 years of age receiving public
relief is much larger. Of this group, many if not most will
never be able to find suitable employment again. Those who
do will be employed at a very great reduction in the wages
formerly enjoyed. Even with the return of prosperity, we
may be quite sure that the old-age problem will become more
and more acute as time goes on. Millions of workers now
middle-aged or approaching old age have seen their life-
time earnings swept away during the depression and now
face old age with a degree of insecurity never known here-
tofore,

The problem calls for immediate action to relieve the
suffering and distress of those who are already old and who
have been the victims of our economic disorders,"but it calls
further for & wise long-time plan of action which will be
practicable, which will be within our economic ability, and
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which will provide in the future a maximum of security to
the individual against old-age dependency.

There is a wide-spread demand throughout the country for
a better and more humane and self-respecting method of
caring for our dependent aged persons. The serious .zhort~
comings of the care provided old persons in our poorhouses
and the unhappy stigma attached to these institutions has
rendered them unacceptable to public-minded persons for
years. Twenty-nine States and the Territories of Alaska
and Hawaii have provided for State old-age assistance,
commonly called “ old-age pensions ”, based on the policy that
needy old persons should be maintained in their own homes
rather than subjected to institutional treatment. It must
be recognized that the aged person in need of public assist-
ance is in a different class from the ordinary relief case.
There Is no question of returning him to society as a wage
earner. His time of gainful employment has passed. There
is a wide-spread sentiment that the assistance granted him
should not carry the stigma of pauper’s relief. There is a
growing feeling also that society can afford to take care of
its needy aged upon a more adequate and more respectable
basis than heretofore and should retire these persons from
competition with younger workers seeking employment.

Since the first State old-age-pension law was enacted in
1923, the movement has spread rapidly. Although, as has
been said, 29 States and 2 Territories have such laws, many
of them are inoperative for lack of funds or are limited to
a few of the wealthier counties of the State.

The problem of dependency in old age is primarily a State
and local responsibility, though we must not overlook its na-~
tional or interstate aspect. Relatively few persons now re-
side within the same State throughout their lifetime. Old-
age pensions supported exclusively by the State and local
governments mean that only the wealthier States and the
wealthier communities within those States will actually be
able to provide such aid. In other communities old-age
pensions can be provided only at the expense of the schools
or other essential functions of government. The need for
Federal ajd is so obvious that it hardly requires statement.

Title I of the social-security bill provides Federal aid to
State old-age-pension plans up to 50 percent of their ex-
penditures for this purpose but not exceeding $15 per month
per person, and authorizes an appropriation of $49,750,000
for the first year. With the anticipated lag in securing full
operation of the State systems, it is estimated that the ap-
propriation needed for the first year will be less than half
of what will be needed thereafter. In fact, it is believed
that the amount necessary will rise rapidly as the State
systems become effective, and that within a few years the
Federal Government will have to contribute several times
this amount. The actuaries of the Committee on Economic
Security have estimated that with the pensions as recom-
mended, the total cost of old-age pensions will mount to
$800,000,000 within 10 years, half of which would be borne
by the Federal Government. These estimates are probably
high, but they indicate the very great financlal burden of
old-age assistance even upon a moderate scale. They show
conclusively the need for Federal aid to the States to make
old-age pensions possible.

The bill enumerates a certain number of minimum re-
quirements with which the State old-age pension plans must
conform in order to qualify for Federal aid. These provi-
sions, which apply alike to Federal aid for old-age pensions
and aid to dependent children, do not authorize the Federal
agency to arbitrarily cut off the grants to any State. In
fact, these provisions limit very strictly the supervisory pow-
ers of the Social Security Board over the States, and pro-
vide a maximum of State control in these matters. The
Federal standards or conditions included in the law may,
indeed, be regarded as minimum conditions, leaving to the
States the determination of policies, the detailed adminis-
tration, the amount of aid which shall be given, and ques-
tions of personnel. The proposed bill goes further in grant-
ing full discretion and authority to the States than any sim-
ilar Federal-aid legislation within recent years. What the
Federal Government is saying to the States in this legisla-
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tion Is, in effect, we will match your expenditures for these
purposes.

The social-security bill also provides that the State old-
age-pensions laws must permit the granting of pensions to
perscas 65 years of age or over, but permits the existing
State laws which have a 70-year age minimum to remain
in operation until 1940. States may not require more than
5 years’ residence during the preceding 9 years and, under
the terms of the bill, must not deny pensions to United
States citizens who are otherwise qualified. These DProvi-
sions are designed to liberalize the State laws. With the
Federal Government bearing 50 percent of the cost, it is
entirely appropriate that the States be required to modify
their present long-residence requirements. These were per-
haps necessary safeguards so long as the pensions were paid
wholly from State funds, but they frequently cause consid-
erable hardship and are unnecessary and unwise with 50-per-
cent Federal support.

The grants in aid to the States for old-age pensions will
enable the States already having such laws to make more
generous grants and to care for a larger number of their
dependent aged persons. They will also stimulate the re-
maining States to enact such laws. This part of the program
wisely builds upon the existing system. It recognizes the
primary responsibility of local and State governments for the
care of their dependents but concedes that it is a national
responsibility as well. It takes into account the variations
in standards and in cost of living in different parts of the
country and permits the development of old-age pensions
designed to meet these conditions. The greatest protection
to the Federal Treasury and to all taxpayers in this system
is the requirement that the State and local governments
assume one-half of the cost. If the Federal Government
were to go further and take over the entire problem of
old-age pensions, as is advocated by some, it would be con-
trary to our fundamental political institutions and would
place upon the National Government a tremendous financial
burden without the protection of local vigilance which will
prevail if local taxpayers are required to bear part of the cost.

This is a practical program which can be put into opera-
tion without delay. It is well within the financial ability of
the Nation and will advance, rather than retard, economic
recovery. It will provide care for needy old persons immedi-
ately in the 29 States which have such laws, and, in the
remaining States, will do so as rapidly as the necessary legis-
lation is enacted. While this program may be attacked on
the ground that the old-age pensions are not generous
enough, it should be borne in mind tLut on the scale pro-
posed, they will be the most generous in the world. No limit
is placed by the Federal Government on the pensions which
any State may pay. The only limitation is upon that part
of the pension which will be paid by the Federal Government.

This measure of protection for needy old persons does not
represent a new outlay but rather a better method of caring
fo;' 1t!hese persons than the present method of emergency
relief.

While the value of old-age pensions as a means of providing
for dependent aged persons is well recognized, we must,
nevertheless, clearly understand its limitations. It canmnever
be other than a form of public charity, to be granted to
persons who are in need. The amounts which can be pro-
vided will always necessarily be small. Even upon a moder-
ate scale the financial burden of gratuitous old-age pensions
will tend to increase rapidly with the increasing number of
old persons and the anticipated increase in dependency.
Actuaries of the Committee on Economic Security estimate
that within another generation the cost of old-age pensions
alone, at an average of $25 per person per month, would
amount to over two and one-half billion dollars annually, or
nearly as much as the normal operating cost of the Federal
Government. If we provide only for these old-age pensions,
we may be sure that constant pressure will be exerted always
to increase them. In order to avoid this huge cost, it is nec~
essary to set up a system of old-age benefits by which the
worker will receive benefits as a matter of right rather than
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as a public charity and in an amount much more adequate
than is possible with gratuitous old-age pensions.

Practically every other country in the world which has es-
tablished free old-age pensions has also found it necessary to
set up a system of old-age insurance. If our constitutional
limitations did not prevent, this would be, for us as well,
unquestionably the best basis for old-age security. It is an
infinitely more satisfactory and self-respecting method from
the point of view of the worker. It stimulates thrift.

The old-age pension provisions of this bill contained in
title I provide for State participation, and the Federal Gov-
ernment will contribute to the States on a 50-50 basis up
to $15 a month per person. The State governments can
make the amount as large as they please. They can provide
for a pension of $15 or $20 or $30 or $50, but the Federal
Government will participate on a 50-50 basis up to $30 per
month in the aggregate.

Mr. GREEN. Mr. Chairman, will the gentleman yield?

Mr. DOUGHTON. I yield. :

Mr. GREEN. With respect to a State that has no old-age-
pension law at present, is there any provision in this meas-
ure for these Federal funds to be available until such time
as the State passes its law?

Mr. DOUGHTON. No; there are 29 States that now have
such laws, and it is supposed that the other States will im-
mediately proceed to enact legislation to conform to the
provisions of this bill.

Mr. GREEN. And during the grace period there is no
Federal benefit?

Mr. DOUGHTON. No.

Mr. FIESINGER. The gentleman just stated “ $30 in the
aggregate.” Does that refer to the amount that the State
provides?

Mr. DOUGHTON.
please.

Mr. FIESINGER. But the Government does not go over
$30?

Mr. DOUGHTON. No; the Government will not contrib-
ute over $15. The amount to be paid is left to the determina-
tion of the State. One State can have one rate and another
State a different rate, because in certain sections of the coun-
try it takes a larger amount to provide for those dependent
and destitute than in other sections of the country.

Mr. COX. Mr. Chalrman, has the gentleman reached the
point in his discussion where it is agreeable to him to yield
for questions?

Mr, DOUGHTON. I would prefer to conclude my state-
ment, but I shall not decline to yield.

Mr. FITZPATRICK. Mr. Chairman, will the gentleman
yield for one question right there?

Mr. DOUGHTON. I yield to the gentleman from New
York.

Mr. FITZPATRICK. The State of New York today is pay-
ing $30 a month. Assuming this measure is passed provid-
ing $15 by the Government, the State of New York can con-
tinue paying the $30, plus $15, bringing it up to a total of $45.

Mr. DOUGHTON. Yes. There is nothing in this bill that
will prevent any State from paying pensions at any amount
they desire.

Mr. TERRY. Mr. Chairman, will the gentleman yield?

Mr. DOUGHTON. I yield.

Mr. TERRY. Does not the gentleman feel that if the
United States Government recognizes the responsibility as a
national one, it would be fairer for the United States Govern-
ment to pay a certain basic amount and then let the States
add to that where they are able to do so? In other words,
the richer States could then augment this sum to any extent
they saw fit, while in the poorer States that might not have
money to add to it, the people of such States would not be
deprived of this national aid which we are trying to give
them.

Mr. DOUGHTON. If all the burden were placed upon the
Federal Government we all know that would be unfair to
the States that did participate.

No; the States can go as high as they
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Mr. COX. Would not the effect of a law of that kind
manifestly be to put the entire burden on the Federal Gov-
ernment?

Mr. DOUGHTON. Absolutely. More than that, if the
Federal Government should make the entire contribution,
then, of course, the Government would insist on Federal
ztzrdxginistrauon, whereas this bill provides State adminis-

ation.

Mr. GREEN. Will the gentleman yleld?

Mr. DOUGGHTON. I yield.

Mr. GREEN. We have a constitutional provision in my
State which says that the State cannot contribute to old-
age pensions, but the counties can. Is there anything in this
bill that would prevent matching that fund?

Mr. COOPER of Tennessee. That arrangement could be
made, but the bill provides that there must be some par-
ticipation by tae States.

Mr. DOUGHTON. That would have to be done through
cooperation by the State and county.

Mr. DUNN of Pennsylvania. Will the gentleman yield?

Mr. DOUGHTON. 1 yield.

Mr. DUNN of Pennsylvania. As I understand, it is neces-
sary for every State to provide for a pension for the aged.

Mr. DOUGHTON. States must do so to receive Federal
grants. That is under title L

Mr. KOPPLEMANN. Will the gentleman yield?

Mr. DOUGHTON. Yes.

Mr. KOPPLEMANN. Under title I, do I understand that
the State must provide as much money as the Government;
in other words, must the State provide $15 to match the $15
of the Government?

Mr. DOUGHTON. Oh, yes; it may do more, but it can-
not do less and receive Federal aid.

Mr. KOPPLEMANN. If the State gives $10, then the
Federal Government only gives $10.

Mr. LUCAS. Will the gentleman yleld?

Mr. DOUGHTON. I yield.

Mr. LUCAS. If I understood the gentleman, a number of
States have old-age pensions?

Mr. DOUGHTON. Twenty-nine States and two Terri-
tories.

Mr. LUCAS. I understand that it is necessary for the
State to pass old-age-pension laws before it can receive aid
under title I. If they have a law, and it is not operative,
that gives them no right to the fund.

Mr. DOUGHTON. That is correct. Their laws myst op-
erate in order to get the Federal aid.

Mr. COX. Will the gentleman yield further for me to
ask a question touching title I of the bill?

Mr. DOUGHTON. Yes; I yield.

Mr. COX. As I interpret section 1 of title I, the benefit
under the law is altogether on the statement of need.

The bill says:

For the purpose of enabling each to furnish financial assistance
assuring, as far as practicable, a reasonable subsistence com-
patible with decency and health to aged individuals without such
subsistence—

And so forth.

I presume that the benefits under this title are all on the
basis of need.

Mr. VINSON of Kentucky. If the gentleman will permit,
the need is to be determined under the State law.

Mr. COX. Yes; and I presume the need of one State
establishing one rule of law and of another State establish-
ing another, the general Government, of course, would

recognize the law of the State.

" Mr. DOUGHTON. That is one of the benefits of State
participation. If it were altogether from the Federal Gov-
ernment, it would have to be uniform.

Mr. COX. In the report on the bill I find a statement
that there are about seven and one-half million people in
the country at this time over 65 years of age. If all of
those were to come under the provisions of the law, it would
mean an expenditure on the part of the general Govern-
ment alone of $1,350,000,000 annually, What percentage of
the seven and one-half million does the gentleman contem-
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plate will come under the provisions of the law? You say
in another place in the report that there are about a million
now depending upon the public for charity.

Mr. DOUGHTON. The majority of those are-on rellef.

Mr. COX. On relief. What percentage of the total seven
and one-half million does the gentleman figure would come
under the provisions of title I?

Mr. COOPER of Tennessee. Mr. Chairman, will the gen-
tleman yield?

Mr. DOUGHTON. Yes.

Mr. COOPER of Tennessee. I think it is fair to state,
and I am sure the chairman will agree, that the best evi-
dence presented to the committee while this matter was
given very careful and thorough consideration, is to the
effect that experience has shown that about one-third of
the people of the age limit may reasonably be expected to
be able to qualify eventually. It was also shown to the com-
mittee that in some States where they have some of the best
and most effective and successful old-age-pension plans now
in effect, about one-fourth of those of the age limit have
been able to qualify.

Mr. COX. If one-third of the seven and one-half million
should qualify, it would mean a present charge upon the
General Government of around $500,000,000.

Mr. DOUGHTON. Yes. Seven and a half million is the
number over 65. About 1,000,000 of those are dependent.

Mr. COX. The studies of the committee disclose that
prebably a third or a fourth of the total would come under
the law. If that be true, then it would mean an amount
above $400,000,000 to provide for them.

Mr. VINSON of Kentucky. Mr. Chairman, will the gentle=
man yleld?

Mr. DOUGHTON. Yes.

Mr. VINSON of Kentucky. At the present time there
are 29 States and 2 Territories that have old-age-pension
laws. The total annual expenditure under the existing laws
of the States total $31,000,000 plus. Take, for instance,
the State of Ohio. There are eligible for old-age pensions
in the State of Ohio 414,000 people. As a matter of fact,
after this plan has been in operation for a number of
months there are 24,000 people who have qualified under
the State law with restrictions that the State legislature
throws around the law, and the expenditures there amount
to something like $31,600,000 annually.

Mr. COOPER of Tennessce. Mr. Chalrman, will the
gentleman yield further on that point?

Mr. DOUGHTON. Yes.

Mr. COOPER of Tennessee. Table ‘2 on page 5 of the
report shows the number of eligible age, 1930, in the third
column, to be 2,330,390. In the column immediately pre-
ceding that is shown the number of pensioners and they
amount. to 180,003. That is out of a total number of
eligibles, 2,330,390.

Mr. VINSON of Kentucky. And might I add that the
Ohio rate is practically $14 per month.

Mr. MAPES. Mr. Chairman, will the gentleman yleld?

Mr. DOUGHTON. Yes.

Mr. MAPES. To make an observation in connection with
the statement of the gentleman from Kentucky. I wonder
it any very safe conclusion can be arrived at from the ex-
perience of the States. For example, Michigan has an old-
age-pension law, but the legislature in passing the law made
very inadequate provision for raising the money with which
to pay the pensions, so that the number actually receiving
pensions under that law is very insignificant as compared
to the number who would be able to qualify to receive them
if there was any money with which to pay them. For that
reason no one can draw any reasonable conclusion as to the
number of persons in the State who might qualify to receive
an old-age pension under a proper law.

Mr. COX. That is the thought that I was about to de-
velop. Does not the Committee accept it with certainty that
with Federal participation, and with the power of compul-
sion In a sense, there will be a more liberal grant on the
part of the States under the new law than has heretofore
been the case? )
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Mr. DOUGHTON. Yes; I think it would certainly en-
courage the States to grant greater benefits to the aged.

Mr. COX. I am wondering just how the gentleman and
his committee figured it out that forty-nine and one-half
million dollars could be stretched far enough to take care
of two and a half million pensioners paid at the rate of $15

per month.

Mr. DOUGHTON. That is only for the first year. It will
take time for them to qualify. They will not pay $15 a
month to all of them. It does not mean that every pen-
sioner will get $30 a month, half of this from the Federal
Government. They may have a home or they may have &
small garden and they may not need he)f of that amount.
They may need the full amount. Moreover, it will take some
time to get this law into operation and for them to qualify
and get on the pension roll.

Mr. COX. The gentleman is making a statement that is
informative to me at least. In other words, the gentleman
does not understand it to be the intention of this new board
that is being set up to compel uniformity of grants on the
part of States? In other words, a State might grant a pen-
sion of $5 a month to one pensioner and $15 to another and
$30 to another?

Mr. DOUGHTON. Oh, absolutely, owing to the need.
The State law determines that.

Mr. WHITE. Wwill the gentleman yield?

Mr. DOUGHTON. I yield.

Mr. WHITE. In States that have old-age-pension laws,
where the funds are raised and disbursed by county govern-
ments at their discretion, would the people of those States
receive old-age pensions under the provisions of this bill?

Mr. DOUGHTON. I did not understand the gentleman.

Mr. WHITE. In States that have old-age-pension laws,
where the funds are raised and disbursed by county govern-
ments at their discretion, would the people of those States
receive old-age pensions under the provisions of this bill?

Mr. DOUGHTON. That will depend upon the State law.

Mr. WHITE. In the State of Idaho, which I represent,
we have an old-age-pension law, but we permit the counties
to raise the money. The State provides for paying the old-
age pensions. Some counties pay and some do not. I would
like to know if that State would benefit from the provisions
of this act?

Mr. DOUGHTON. It would have to be a State-wide law,
operative in all the counties.

Mr. VINSON of Eentucky. Will the gentleman yield?

Mr. DOUGHTON. I yield.

Mr. VINSON of Kentucky. It must be in effect in all of
the subdivisions affected, and if it is in all of the subdivisions
affected, it must be mandatory. Furthermore, the Federal
Government transacts its business with the State agency;
makes the Federal contribution to the State agency.

Mr. GREEN. Will the gentleman yield?

Mr. DOUGHTON. 1 yield.

Mr, GREEN. In that connection, our legislature is in
session now, considering the advisability of amending the
constitution so that we can have a general State tax and a
State machine to participate. Pending that arrangement, X
suppose from the gentleman’s remarks it would be impossible
- for the various county units, provided every county unit did
it, to rajse its old-age pension or welfare fund, but it must
be paid through the same State agency?

Mr. VINSON of Kentucky. In other words, in section 2
of the bill it is stated in plain language:

A State plan for old-age assistance must (1) provide that it
shall be in effect in all political subdivisions of the State, and, tf
administered by them, be mandatory upon them.

Then following that provision the bill states there must
be a single State agency.

Mr. GREEN. Then the State, in large measure, almost
entirely, writes its own provisions in the State old-age
pension?

Mr. JENKINS of Ohio. Will the gentleman yield?

Mr. DOUGHTON. I yield to my friend, a member of the
committee,
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Mr. JENKINS of Ohio. Idonot believe the gentleman from
Kentucky [Mr. Vinson] has quite answered the gentleman
from Idaho [Mr. WarTel. That is going to be a question that
will be asked many timés, and I think the gentleman from
Kentucky is probably as well informed on this bill as anyong
else, and if the distinguished Chairman will permit him to
elaborate on that, I think he should do so, because that is a
question that will be asked many times. In many States
the counties administer the old-age pension. Where this
is the practice many counties do not have old-age pen-
slons. Just as in Ohio we have a blind pension. There the
blind payments are made by the counties. In the poorer
counties the poor blind people get practically nothing,
What will this bill do in those States? Is it not true that,
for instance, the State of Idaho will have to convene its legis-
Iature and pass a law that will be uniform in its application
all through the State, and every county will have to pay
something?

Mr. VINSON of Kentucky. I a State permits the county
to provide the funds, every county in the State must operate.
It must be State-wide in that respect. If they propose to
operate through subdivisions it is mandatory upon those
subdivisions.

Mr, JENKINS of Ohio. Let us carry that to a conclusion.
Suppose in the State of Idaho there are 10 counties, and 5 of
them are pretty well fixed and 5 of them have been able to
pay a pension in times gone by, and 5 of them have not
been able to carry it; but the 5 who have not been able to
carry it and the other 5 will have to pay something to
establish a system of old-age pensions and at least pay &
minimum?

Mr. VINSON of Kentucky. That is correct. In other
words, it must be applicable to all subdivisions of the
State. It would not be fair to have rich counties partici-
pate and the poor counties which need it most, not par-
ticipate. It must be State-wide in its application, and if you
operate under subdivisions, then all subdivisions must make
proper provisions in dollars. It {s mandatory upon all the
subdivisions. .

Mr. DOUGHTON. It is not necessarily- uniform in each
county in a State, because the needs may be greater in one
county than in another county, or in an urban district greater
than in a rural district.

Mr. JENKINS of Ohlo. I would like to develop that a little
further, so that we may conclude it as far as I am concerned
at leas®. Again let us suppose in Idaho there are 10 coun-
ties and 5 of them have been able to carry the load. Those
five, of course, will be able to continue carrying the load.
Suppose they are able to carry $10 a month pension. Sup-
pose over here is a poor county that cannot pay $10 a month
but can pay $2 a month, but the rich county will get $10
from the Federal Government and the other county must
do something; is that not right?

Mr. VINSON of Kentucky. I think that subdivision 2 of
seetion 2, which calls for financial participation by a State,
will take care of, in large degree, the question which the
gentleman raises. In other words, there must be some
financial participation on the part of the State. If the
richer and more wealthy counties are able to carry their
load and the poorer counties cannot carry their burden the
State may help the latter with such burden. As I under-
stand, it is mandatory upon the State to participate in
bearing this burden.

Mr. DOUGHTON. That is a matter that will have to be
regulated by the State.

Mr. ROBSION of Kentucky. Mr. Chairman, will the gen-
tleman yield?

Mr. DOUGHTON. I yleld.

Mr. ROBSION of Kentucky. Is it not true that each State
could assume the whole burden as a State and then could
deal with the counties as it saw fit, except that the treat-
ment would have to be uniform in each county?

Mr. VINSON of Kentucky. The State may look to the
subdivisions for the money. But if the State so legislates,
it is mandatory upon all such subdivisions,
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Mr. DOUGHTON. But it would not necessarily be uni-
form in every county.

Mr. ROBSION of Kentucky. Before we get through I
would like to ask the gentleman a further question.

Mr. DOUGHTON. Notice that I said “ not necessarily.”

Mr. ROBSION of Kentucky. As I understand the bill, if
a State passes a pension law, each applicant must be treated
alike under similar conditions; the same conditions would
apply and the same sums must be paid under like conditions.

Mr. DOUGHTON. Yes; under like conditions.

Mr. COX. Mr. Chairman, will the gentleman yield for
one more question?

Mr. DOUGHTON. I shall not decline to yleld, but if
the Members would only read the report, it contains a more
detailed explanation of this bill than any Member could
give on this floor in half a day. Nevertheless, I shall be
pleased to yield.

Mr. COX. Mr. Chairman, I wonder if the gentleman is
in position to advise the committee if there has been an
expression of the administration’s views on the question of
State participation.

Mr. DOUGHTON. There has been a very definite and
very emphatic expression of the views of the administra-
tion on this subject. This is one of the things on which
I do not think there would be any compromise so far as
the administration is concerned.

Mr. COX. And the whole thing is Impossible. except npon
a basis of that kind.

Mr. COOPER of ‘Tennessee. Mr. Chairman, will the
gentleman yield?

Mr. DOUGHTON. I yleld.

Mr. COOPER of Tennessee. I believe it will be fair to
say that some of us have discussed this very phase of the
matter with the President, the question of State participa-
tion, and that he is very definite and certain in his view
and convictions that there must be State participation. I
believe perhaps he has expressed himself further on this
question to the chairman of the committee.

Mr. CLAIBORNE. Mr. Speaker, will the gentleman
yield?

Mr. DOUGHTON. I yield.

Mr. CLAIBORNE. Would it be possible for citizens of the
same State to draw different sums of money from the Federal
Government even though the entire State was not partici-
pating?

Mr. DOUGHTON. They do not draw anything from the
Federal Government. The Federal Government makes
grants to the States. The State gives the money, it comes
through the State. The Federal Government makes the
grant to the State and the State determines that.

Mr. CLAIBORNE. But would the money sent to the State
by the Federal Government on proper request, on duly estab-
lished forms, be paid out in different sums to different citi-
zens of the same State?

Mr. DOUGHTON. The Federal Government would not
have a thing to do with that. It would depend entirely on
the State law. Of course, different citizens of the same
State would get different sums, but that is discretionary with
the State authorities and is based upon need.

Mr. MCLAUGHLIN. Mr, Chairman, will the gentleman
yield?

Mr. DOUGHTON. I yield.

Mr. McLAUGHLIN. Do I understand that all citizens in
one county shall receive the same amount of Federal aid?

Mr. DOUGHTON. No; not at all. That will be deter-
mined by the State upon the basis of need. One citizen
might be able to half support himself. The bill s intended
to supplement that half support so he may have full support.

Mr. MCLAUGHLIN. Is the situation this, that individual
need is the basis of determining what a person shall receive?

Mr. DOUGHTON. Absolutely. That is the inient of the
law. Of course, we cannot say just what will happen in
the administration of the law. It just provides for a grant
to the States, but that is the purpose of it.

CONGRESSIONAL RECORD—HOUSE

5473

Mr. DUNN of Pennsylvania, Mr, Chairman, will the gen-
tleman yield?

Mr, DOUGHTON. I yield.

Mr. DUNN of Pennsylvania. I want to get this clear in my
mind, for instance. The State of Pennsylvania now pays &
maximum pension of $30 a month. Some peorle receive $15,
some receive $10. According to information I received just
recently, the Governor has asked $10,000,000 to provide a
pension for the aged. If this bill is passed, would it mean
that the Federal Government would give $10,000,000 to the
State of Pennsylvania?

Mr. VINSON of Kentucky. Not necessarily. The amount
contributed by the Federal Government is not based upon
the amount of money appropriated or allocated in the State
for old-age pensions. There is a limit of $15 a month per
individual. Of course, the State may have a larger pension
than $15 if it so choose,

Mr. DUNN of Pennsylvania. For example, how would the
gentleman figure this out: The maximum pension is $30 a
month.

Mr. VINSON of Kentucky. The gentleman is now speak-
ing of the vresent law?

Mr. DUNN of Pennsylvania. Yes.

Mr. VINSON of Kentucky. They are not paying any old-
age pension in Pennsylvania now.

Mr. DUNN of Pennsylvania. Yes; they are.

Mr, FOCHT. Yes; they are.

Mr. VINSON of Kentucky. The report we had at the
hearing showed that none were being paid in Pennsylvania
at that time.

Mr. DUNN of Pennsylvania. But I assure the gentleman
they are and have been since last year.

Mr. DOUGHTON. Let us assume that they are, for the
sake of argument; what is the gentleman’s question?

Mr. DUNN of Pennsylvania. My question is, if the maxi-
mum is $30, how would they arrange that if they still re-
tained the $30 maximum?

Mr. DOUGHTON. The Federal Government would pay in
any case a maximum of not over $15.

Mr. FULLER. Mr. Chairman, if the gentleman will yield,
I think the gentleman is correct in his question. If the
State of Pennsylvania pays to its citizens for old-age pen-
sions $10 and they do not pay over $30, the Federal Govern~
ment would match that amount of money.

Mr. DOUGHTON. No; not at all. That might compel
the Federal Government {o pay as much as $30 in order to
match what the State paid. The Federal Government will
not contribute over a maximum of $15 per month.

Mr. FULLER. I know that.

Mr. DOUGHTON. It was not clear from the gentleman's
statement. The Federal Government will match up to $15.
If there were no limit they could go up to $100 in Penn-
sylvania or any other State as far as that 1s concerned.

Mr. SIROVICH. Mr. Chairman, will the gentleman
yield?

Mr. DOUGHTON. I yield.

Mr. SIROVICH. Is not this the situation, that the Fed-
eral Government will match what the State government
gives providing it is not more than $15 per month?

Mr. DOUGHTON. That is correct.

Mr. FULLER. The object of the Pennsylvania law 1is
that they will get a limit of $30, $15 of which will come
from the Federal Government, and on that basis the Federal
Government will pay half.

Mr. SIROVICH. Some get $5, some get $10, and some
get $12, and each case will have to be matched, provided
it does not require more than $15 in an individual case.

Mr. VINSON of Kentucky. The gentleman from Penn-
sylvania stated that the pension in Pennsylvania was a
maximum of $30.

Mr. DUNN of Pennsylvania. Yes; but some of the aged
get only $10 a month.

Mr, SIROVICH. Our Government gives $15 and that is
matched in each case below that amount.

Mr,. DUNN of Pennsylvania. I know of a man who gets
$30 and his wife gets $13.
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Mr. VINSON of Kentucky. What Is the age limit In
Pennsylvania?

Mr. DUNN of Pennsylvania. Seventy.

Mr. FOCHT. They are not paying $30. The law author-
izes $30, but the State of Pennsylvania is paying less, and
only because they do not have the money.

Mr. DUNN of Pennsylvania. I beg the gentleman’s par-
don. ‘The law says the maximum is $30, and quite a number
in my district are getting $30. That is probably because I
am a better politician than the gentleman.

Mr. FOCHT. They have a better administrator in the
gentleman’s district perhaps.

Mr. DUNN of Pennsylvania.
mum of $30.

Mr. FOCHT. That is right.

Mr. McCLAUGHLIN. Will the gentleman yleld?

Mr. DUNN of Pennsylvania. I yield to the gentleman from
Nebraska.

Mr. McCLAUGHLIN. May I inquire how the determina-
tion is to be made in the individual case as to the amount
which that individual is to obtain?

Mr. DOUGHTON. That will be under State law and will
be determined entirely by State law.

Mr. MCLAUGHLIN. Will there be different formulas set
up in the different States, or will there be one national
formula?

Mr. DOUGHTON. No; the National Government will not
have anything to do with it. ‘The administration of the law
is left entirely to the States.

Mr. McCLAUGHLIN. The National Government and none
of its agencies or instrumentalities will have anything to say
about how much the individual gets in a State?

Mr. DOUGHTON. Not a word. The State might set up a
system that the Federal Government would not approve,
but it will not have the right to say just how much the
State should give or not give. Of course, the Federal Gov-
ernment may withhold the appropriation from a State.
That would be within its discretion. They would not have
any right to say what amount should be paid. That would
be left entirely to the State law.

Mr. COOPER of Tennessee. May I refer to section 2,
page 2 of the bill entitled “ State Old-Age-Assistance Plans ”,
which covers the situation fully. There are seven provisions
set out. In subdivision (a) of section 2 those seven provisions
are set out and they apply to the State plans. Subdivision
(b) sets out three provisions that must be observed by all
these State plans. In effect, it simply means that the State
legislature of every State enacts a statute which embraces a
plan for that State and these guides that are set out in
section 2 have to be observed by the State legislature in
setting up the State plan,

Mr. GILDEA. Will the gentleman yield?

Mr. DOUGHTON. Iyield to the gentleman from Pennsyl-
vania.

Mr. GILDEA. The State of Pennsylvania has been men-
tioned by two of my colleagiies from Pennsylvania. May I
say that the gentleman from Pennsylvania is correct. Penn-
sylvania is not paying old-age pensions because it has not
the money with which to pay these pensions. I am just
wondering if making the States responsible for the lending
of this money is not going to result in the States repudiating
their loans just the same as the foreign governments.

Mr. DOUGHTON. That is not a loan. ‘The States do not
have to repay this money. It does not have to be repaid to
the Federal Government, and there is no obligation on the
part of the State. It isnot a loan but a grant outright.

The CHAIRMAN. The gentleman from North Carolina
has consumed 1 hour.

Mr. DOUGHTON. I yield myself 15 additional minutes.

Mr. GILDEA. May I carry that thought a little further?
The State of Pennsylvania requires residence in the State or
citizenship for 15 years before pensions are granted. In
writing a national law should we not seek to correct that
situation?

The law provides for a maxi-
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Mr. DOUGHTON. Thé State law will have to be changed
in order to get these benefits because the law may requird
& residence of not over 5 years during the preceding 9 years,

Mr. COOPER of Tennessee. Section 3 of the bill covers
that fully in very simple language.

Mr. GILDEA. You still have State regulations which must
be recognized. May I refer to a particular case. A citizen
of the State of Pennsylvania for 13 years, whose son died in
the World War, was denied insurance.

Mr, DOUGHTON. They would have to change the State
law in order to get this Federal benefit.

Mr. GILDEA. They would have to conform with this bill?

Mr. DOUGHTON. They certainly would in that respect.

Mr. KENNEY. Will the gentleman yleld?

Mr. DOUGHTON. I yield to the gentleman from New
Jersey.

Mr. KENNEY. The money with which to pay the Federal
Government’s share of these pensions will come from gen-
eral taxation?

Mr. DOUGHTON. Yes.

Mr. KENNEY. The gentleman from Pennsylvania has
just brought into the discussion the matter of the foreign
governments. Does the committee intend to discuss on the
floor some of the systems the foreign governments use in
connection with their old-age pensions?

Mr. DOUGHTON. I do not know enough about them to
enter into a discussion concerning their systems.

Mr. KENNEY. Norway has a very admirable plan to pay
their pensions. The money is raised there by lottery. [Ap-
plause.]

Mr. DOUGHTON. Does the gentleman advocate that in
this country? The Federal Government, I am sure, will not
care how the State raises its money.

Mr. DUNN of Pennsylvania. Mr. Chairman, will the
gentleman yleld? .

* Mr. DOUGHTON. 1 yield.

Mr. DUNN of Pennsylvania. I want to say to my col-
league, the gentleman from Pennsylvania (Mr. Giipeal, I
understood him to say that the State of Pennsyivania does
not give an old-age pension. Whether you call it a pension
or assistance, I do not think the gentleman meant to say that
the State does not give anything. ‘The law was passed, I
believe in 1933, and the way they were to obtain the money
was from the liquor stores. It is true that all the men and
women who made application for a pension did not get it,
but at least several thousand are receiving it, and I know
this is a fact, because I had something to do with the law.
‘The maximum amount is $30. So they do get a pension,
although they might call it relief, in the State of Pennsyl-
vania.

Mr. GILDEA. I shall accept the correction with this ex-
planation. They are still considering November applications,
and they are 4 months behind in handling the applications.

Mr. DUNN of Pennsylvania. I agree with the gentleman,
and the reason they are behind is because the people in
Pennsylvania did not drink enough booze to pay the
pensions.

Mr. SAMUEL B. HILL. I the gentleman will yield, I
would suggest that the gentlemen from Pennsylvania get
together and have a caucus on this subject before they come
in here with their questions.

Mr. FOCHT. Mr. Chairman, will the gentleman yield?

Mr. DOUGHTON. I yield to the gentleman from Penn-
sylvania.

Mr. FOCHT. We have in Pennsylvania a pension law.
We do not call it a pension, but call it assistance. We do
not call it & pension because we cannot give pensions to
those in civil life, and for this reason we call it an assistance
fund, and it comes through the mothers’ assistance fund,
and they administer it. We give $30 a month if we have the
money you provide here $15, which will match the State
money and will make $45.

Mr. DOUGHTON. If you continue to give $30.

Mr. FOCHT. Of course, we could reduce it. The county
will then give $15 and that makes a preity fair pension.
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Now I want to ask my friend on the other side a question.
He said that somehow or other Pennsylvania did not have
the money. I was not going to say anything about how
they get the money or where it is to come from until the
gentleman mentioned it. It is to come from the sale of
whisky, and I would like to ask him this question: Since
they have bought $50,000,000 worth of whisky up there
to be sold, with the profit applied to the old-age pensions,
why do they not sell the whisky? It is because it is so
rotten that nobody will buy it, and they do not show any
profit because the people buy their whisky outside, and this
is under the new Democratic administration up there.
[Laughter and applause.]

Mr. DUNN of Pennsylvania,
tleman yleld?

Mr. DOUGHTON. I shall have to refuse to yleld for
any further joint debate between the gentlemen from the
State of Pennsylvania.

Mr. WOOD. Mr. Chairman, I would like to ask the gen-
tleman a question if he will yield a moment.

Mr. DOUGHTON. 1 yield.

Mr. WOOD. Since we have finished this discussion of
Pennsylvania and whisky, there is some doubt in some
minds as to just how this Federal aid is going to be admin-
istered. For instance, a State has an old-age-pension law
with a minimum of $10 a month and a maximum of $20.
If one person is drawing $10 a month from the State, he
xoﬂd then draw $10 from the Federal Government, would

e not?

Mr. DOUGHTON. No; he would not draw anything from
the Federal Government—not a cent.

Mr. WOOD. I mean there would be a contribution from
the Federal Government including the $10.

Mr. DOUGHTON.. He would get that through the State.

Mr. WOOD. If he were receiving $30 a month from the
State then he would receive an additional $15 a month to
augment the $30 from the Federal Government, making a
total of $45 a month.

Mr. DOUGHTON. That is correct.

Mr. Chairman, will the gen-

Mr. WOOD. In other words, there was some question-

about whether a State can participate, although they are
paying.less than $30 a month.
Mr. DOUGHTON. There should not be any question about
that,
TITLE I

The system of direct Federal old-age benefits is included
under title XI. The benefils payable are based upon the
wages of the employee. The minimum benefit is set at $10
per month and the maximum &at $85 and the benefits become
payable in 1942, .

It must be clearly understood that neither Federal aided
State old-age pensions nor Federal old-age benefits, taken
alone, will be adequate to care for the problem of old-age
dependency, a problem which is certain to become greater
as time goes on. We cannot wisely adopt one of these meas-
ures without the other. We must recognize that what the
American citizen wants is not public charity, but an oppor-
tunity to care for himself in old age in a self-respecting man-
ner and on a more adequate basis than he can ever hope
for through State pensions. Old-age pensions are provided
for those who are already old and dependent and those who
cannot be covered under the Federal-benefit system in the
future.

Titles IIT and IX deal with unemployment compensation.
Title INX provides grants in aid to the States for the admin-
jstration of State unemployment compensation laws. There
is authorized under title IIT to be appropriated during the
fiscal year ending 1936, the sum of $4,000,000, and in 1937
and thereafter, the sum of $49,000,000 for this purpose.
This will not be an ordinary type of grant in aid, for it is
expected that this will be sufficient to pay the entire admin-
istrative cost of the State systems.

Mr. LUNDEEN, Mr. Chairman, will the gentleman yield?

Mr. DOUGHTON. 1 yield.
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Mr. LUNDEEN. Will there be anything done for those
who are now unemployed or is this for those who are now
employed who may become unemployed?

Mr. DOUGHTON. It is for the latter.

Mr. LUNDEEN. It will cover those now employed who
become unemployed?

Mr. DOUGHTON. Certainly.

Mr. VINSON of Kentucky. And who qualify under the
State law?

Mr. DOUGHTON. Who qualify under the State law; yes.

Mr. LUNDEEN. I wish to call attention to the fact that
the 15,000,000, more or less, and there is disagreement about
the number, now unemployed will not be covered by this
bill, unless I am mistaken, and if I am I hope the gentleman
will correct me.

Mr. DOUGRTON. The gentleman is right.

Mr. LUNDEEN. There will be nothing for those who are
now unemployed in this bill and I think there will be bitter
disappointment over that phase of the measure.

Mr. DOUGHTON. The gentleman has evidently forgot-
ten the relief measure just enacted, providing over $4,880,~
000,000 out of the Federal Treasury to help that class of
people. The gentleman certainly is not unmindful of the
passage of that act and, certainly, the gentleman does not
expect the Government to do everything for everybody,
which would certainly make it beyond the capacity of the
Government to help anybody. ’

- Mr. LUNDEEN. Then I will ask the very able and dis-
tinguished gentleman whether, in -his opinion, this $4,000,~
000,000 will take care of the 15,000,000 who are unemployed?

Mr. DOUGHTON. It is intended, of course, to give em-
ployment to the employable who are unemployed. It is a
relief measure and is intended to take the place of the dole.
I think the gentleman will agree that the Government is
going a long way, and much further than any government
under the sun has ever gone, in its effort in so many direc-
tions to help not only the unemployed, but every class of
business which is in disiress, as well as indivigdual distress.
. The gentleman realizes that every burden, physical and
economical, cannot possibly be carried on by the Federal
Government.. It seems to be the opinion abroad in the land
that the funds of the Government are inexhaustible.

Mr. LUNDEEN. I wish to observe that 1 voted for the
$4,800,000,000 bill

Mr. DOUGHTON.
vote for this bill.

Mr. LUNDEEN. I cannot pledze myself to do that until
we are through with the consideration of the bill.

Mr. DOUGHTON. I know the gentleman’s humanitarian
instincts and I know of his desire to help the unemployed
and needy, and I am confident he will vote for this measure.

Mr. LUNDEEN. Judging from the disappointingly smalt
number of people employed as a result of the $3,650,000,000
appropriation of the last Congress, I have my doubts that
this $4,800,000,000 bill will help very many of the 15,000,000
now unemployed. If we do not aid them, we shall hear from
them.

Mr. DUNN of Pennsylvania. I would like to ask the gen-
tleman from Minnesota a question. His bill, H. R. 2827, I
believe is a good piece of legislation, and would relieve the
unemployment, would it not? ’

Mr. LUNDEEN. I dislike to take any more time from the

And I hope that the gentleman will

‘| gentleman from North Carolina, but I am certain that it will.

Mr. DOUGHTON. Mr. Chairman, I cannot yield further.

Title IX provides for an excise tax on employers based
upon pay rolls of 1 percent beginning January 1, 1936, 2
percent the following year, and 3 percent thereafter.
Against this tax, employers may credit payments to State
unemployment-compensation systems up to 90 percent of the
Federal tax. A few minimum requirements are imposed
which State plans must satisfy in order to qualify for credit,
the principal one being that the fund shall be used solely
for the payment of unemployment benefits. In general, the
States are left free to determine the provisions of their un-
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employment-insurance laws, the scale of benefits which they
will pay, and the other features.

The need for unemployment insurance is well recognized.
Eighty-five percent of the families on relief are in want
because of unemployment. Unemployment, or the fear of
unemployment, has been the principal reason for the unfor-
tunate decline of our purchasing power. No greater hazard
confronts the American worker today than that of losing
his job. Many State and Federal commissions have recom-
mended the enactment of laws along this line for a number
of years. But, in spite of this, States have found it impos-
sible to enact such legislation until the Federal Government
protects their industries from unfair competition by plac-
ing a uniform tax upon industry throughout the country
for this purpose. Only one State had enacted an unemploy-
ment-incurance law prior to this year, although two other
States have already enacted State laws in anticipation of
the Federal legislation contained in the bill.

Unemployment insurance is based upon the principle of
laying aside reserves during periods of employment to be
used in periods of unemployment. It places part of the fi-
nancial burden upon industry, and in that way provides an
incentive for stabilization of employment. The Federal bill
does not provide for unemployment insurance but merely
makes it possible for the States to do so. Unemployment
insurance has been used in many foreign countries for a
number of years and no country, once having adopted such
a system, has ever abandoned it. In this country unemploy-
ment-compensation systems have been operated by a num-
ber of labor organizations and large industrial plants.

It is undoubtedly true that what the American citizen
wants and needs, above all else, Is steady employment, but
under modern economic conditions and with the rapid de-
velopment of machine techniques, it is inevitable that large
numbers of workers will be thrown out of work from time
to time. Given this situation, It must be acknowledged that
unemployment insurance will provide the best means of
protecting workers against this greatest of all causes of
dependency. It does not place a new burden upon industry,
the cost will not be greater than the present cost of unem-

ployment relief; rather, it shifts that cost and distributes it

far more equitably than heretofore.

- Title IV: I-come now to those sections of the bill con-
cerned with security for children. I am told that the pres-
ent relief rolls carry more than 9,000,000 children under 16
‘years of age, children who in a few years will be the citizens
upon whom the responsibilities of our Government will rest.
Many of them have never known a normal secure childhood,
never known a time when their father had a steady. job.
All the measures in the bill may be truly called measures for
the protection of American childhood, inasmuch as they pro-
tect family life. Even old-age measures, in freeing families
of the burden of caring for old people, will enable them to
care for their young children more adequately. But there
are other children for whom special care is necessary.
Many of the children on the relief rolls are in families where
there is no breadwinner, where the only head is a young
mother who is needed to care for her children. There can
be no question that for families of this kind, provision
through ordinary public relief is socially undesirable.

Enlightened public opinion has long recognized that the
most desirable type of public aid for such families is in the
form commonly known as mothers’ pensions—that is, aid to
dependent children to maintain them in their own homes
under their mothers’ care. Forty-five States have laws pro-
viding for mothers’ pensions but many of these States, for
lack of funds, have been unable to care for more than a
fraction of the families eligible to receive such assistance.
Federal aid will permit the mothers’ pension type of care to
become nationally operative and is particularly necessary in
:ie;:‘ of the withdrawal of Federal support for unemployment

ITILE V

Another pax-'t of the social-security bill dealing with pro-
tection of children, title V, provides an appropriation of
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$3,800,000 for maternal and child-health services under
the supervision of the Children’s Bureau. The great need
for the Federal Government to agaln assume leadership
and lend aid in this field was borne out by the testimony
before the committee given by members of the medical
profession from all parts of the country. Two million
eight hundred and fifty thousand dollars is also provided
for Federal grants for services for crippled children, par-
ticularly in rural areas where such hospital care is now
largely nonexistent. ‘Title V authorizes small appropriations
for the protection and care of homeless, dependent, and
neglected children, and children in danger of becoming de-
linquent, and for vocational rehabilitation. These very es-
sential services have again been greatly curtailed during
the depression years.

Title VI provides an appropriation of $8,000,000 for grants
in aid to the States for the extension of public health serv-
ices. Only about one county out of every six in this coune
try has a regular full-time health officer. During the de-
pression the State and local expenditures for health services
throughout the country have been drastically reduced, de-
spite the fact that the need for them was never greater.- It
cannot be denied that the first step in a program to reduce
the economic cost of sickness and ill health is through the
building up of our preventive public health services.

Title VII establishes a soclal-security board of three mem-
bers, appointed by the President for overlapping terms of
6 years each. The social-security board will have charge-
of the administration of the grants in aid to the States for
old-age pensions and the administration of the Federal old-
age-beneflt system. It will also be responsible for the cer-
tification of State unemployment-compensation systems and
is charged with the duiy of making actuarial and scientific
studies of the broad problems of social security. .

Titles VIII and IX levy taxes designed to finance the
major cost of the soclal-security program. These X have
discussed already.

Mr. Speaker, I have only touched upon the more essential
provisions in my brief explanation of the bill. There are
many sections dealing with questions of administration, and
matters relating to the subjects I have enumerated.

This bill 1s the product of many weeks of laborious effort
on the part of the membership of your committee, ably-
assisted by the splendid and expert personnel of the office
of the legislative counsel, the staff of the Joint Committee on
Internal Revenue, representatives of the Treasury and Labor
Departments, and other branches of the Government. I
desire to express my appreciation for the splendid and most
valuable assistance they have rendered, in which T am sure
the other members of the commiftee join.

Mr. Speaker, we are today fashioning the foundation stones
upon which will rest the happiness and welfare of future.
generations. Our task is not an easy one, for we have no
mileposts to guide us. We are pioneering in a fleld never
before undertaken by any previous Congress. This bill, in
my opinion, is a well-rounded-out program, upon whose foun-
dation we can build in the future after we have had an
opportunity to observe and study its workings.

While we may not all be in agreement with respect to the
many provisions contained in this measure, I am sure we are
all in accord with its objectives to bring about the proper
solution of the problem our country faces in caring for the
needs of those who have already, and who in the future, will
have reached the age when they can no longer provide for
themselves. ’ .

We are building for the future. Let us not weaken that
foundation upon which the welfare of future generations
must depend. Some think various provisions are too in-
adequate. I, for one, would far rather start cautiously than
to go too far and bring about the collapse of our handiwork
in the future. Some would remove certain sections of the
foundation supports incorporated in this bill, and are saying
we are going too far and placing too heavy a burden upon
industry at this time. If that be so, why has not industry
opposed this measure. Never during my service in this
House have I seen less opposition to a measure, both during
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the hearings and its consideration for the past several
months.

Let me remind those holding this view that industry,
along with all others, is today assuming a tremendous bur-
den, which wil] continue to grow more burdensome year by
year unless we adopt a broad rounded-out pregram, not a
Plecemeal one, that will eventually bring about the lessening
of the burden we now have.

Let us not be swayed by the clamor of those advocating
fantastic remedies, or those who hesitate and whose thoughts
in the past have been of the favored classes and not the
masses.

Today we have a leader in the White House whose every
actior_l has demonstrated his concern for the welfare and
happiness of the common people—the forgotten men, women,
and children of this country.

Let us emulate the foresight and wisdom of our fore-
fathers who builded for the future, as President Roosevelt
is building today, by the adoption of his program for social
security, by the enactment of this measure.

American conditicns today demand courageous action.
We cannot safely delay social reforms that are necessary to
preserve our economic and political institutions. There is
no great reform which has ever occurred which was not
looked upon in its time as a bold and perhaps dangerous
step. When Columbus set forth with his three small ves-
sels to sail across the uncharted Atlantic and discover a new
world, it required the highest courage, the kind of courage
which was displayed by our Revolutionary forefathers when
they fought the Revolutionary War and our country secured
its independence. The progress of America has ever been
marked by that great quality of boldness and determination
which inspired our pioneer forebears. To bring about a
great sccial reform such as is proposed in this bill requires
the same quality of far-sighted leadership. I am confident
that in this House, among the elected representatives of the
American people, this quality will not be found lacking.
[Applause.]

Mr. TREADWAY. Mr. Chairman, will the gentleman
from North Carolina use some more of his time at this
time? In case I find it possible to yield some of my time
to the gentleman from North Carolina, could he continue a
little longer this afternoon and let my side begin tomorrow?

Mr. DOUGHTON. Mr. Chairman, I yield 10 minutes to
the gentleman from California [Mr. ScoTrl.

Mr. SCOTT. Mr. Chairman, I do not know whether it
will do a great lot of good to talk this afterncon or not.
Everybody is ready to go hiome, and I rather have the idea
that most of you have just about made up your minds on
how you are going to vote on this bill anyway. If Mem-
bers have to sit dround and listen to 20 hours of debate and
hear all sorts of suggestions made they will be so confused
by the time debate is over that they will have to fall back
on their own fundamental, basic philosophies of old-age
pensions. This will mean that everything said in the mean-
time will be more or less cast aside, and you will vote con-
victions formed years ago. These convictions, I suspect, are
deep-seated. I would not be surprised but that that is the
main difficulty in the minds of a lot of Members in this
House. Most of us have sort of grown up with certain
fundamental concepts and convictions. When we were
learning them they were perhaps correct. In the meantime,
however, so much has happened, and things have changed
so in the past few years that many people are left in a con-
fused state of mind. It is, I know, difficult for a man with

- settled convictions to change his mind on any subject, no

matter what the arguments offered are. It is sometimes
difficult to recognize a new idea when it is presented to you.
I am not going to find any particular fault with the Ways
and Means Committee because of this. They have devel-
oped certain convictions through their lifetinses, and it is
asking almost too much to have them throw all of those
aside and adopt brandnew ideas.

When they were forming their opinions very few people
believed in unemployment insurance or old-age pensions.
Rugged individualism was the accepted theory. Then, all
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of a sudden, because of talk, and because of the necessity
of the times, unemployment insurance and old-age pensions
became fairly respectable. We coasted along with consid-
erable talk and agitation until now we are in a position
where everybody is in favor of old-age pensions, or at least
with the principle of pensions. But keeping that same idea,
that perhaps older, more settled minds cannot progress as
rapidly as younger minds, their first reaction is, now, let
us keep these pensions just as small as we possibly can; let
us keep these benefit pensions down. They come back to
those old shibboleths, those old concepts thai they have
always had and recognized, and say we cannot put some-
thing new in because it will disrupt something we have
always had. A lot of younger minds in the country and a
lot of minds that have been giving considerable study to
the subject are already letting those concepts go by the
boards. If we cannot do the thing we want to do, which is
establish economic security for every citizen in the United
States, and still maintain some of the old theories and some
of the old institutions we have always known, let us get
rid of them, or let us change them in some way or another,
so that we can do what we want to do.

I read a story just yesterday that seems to me to fllustrate
this inability to recognize a new idea. A woman was hiring
a new maid, and in the course of the conversation and in-
structions to the maid she was telling her of the things they
were going to have to buy. She said, “ Oh, yes; there is one
other item that you will have to have in the kitchen, and
that is a griller.,” Most up-to-date kitchens nowadays, I
suppose, have grillers. The maid looked at her with a blank
expression on her face. The woman said, *“ What is the
matter; don’t you know what a griller is?” The maid said,
“ Sure, I know what it is; it is a big ape that looks like a
human being, but if you think I have to have a new one
in this kitchen, I am going to quit right now.”

Somebody comes along and points out the idea that for
the first time in history we have built up an organization
that makes it possible for us to produce wealth in such quan-
tities that everybody could live on a decent standard of liv-
ing. That is hard to grasp, because ‘it has not been true
until recently. Too many Members in this House formed
their convictions during the era of scarcity and cannot think
in terms of abundance. Our technological development has
tended to throw men out of employment, but at the same
time it is tending to increase the national income, the wealth
that is produced each year. We thenrun up against the ques-
tion of how are we going to use what technology can produce
and give it to people who cannot work because of technology.
Perhaps one way that we could do it is with old-age pensions
or unemployment insurance, but they must be adequate to
maintain the recipients in decency and comfort. Now, with
scarcity-era convictions, the only way we seem to be able to
accomplish it is to try to take it away from those that have
it and give it to those who do not have it, and the whole
argument in favor of this particular bill and in opposition to
a more liberal pension bill is that we cannot levy a high
enough tax on legitimate business as it exists under this
system to get enough money to pay a larger old-age pension.
That is the argument that has been used against all of these
plans that call for higher pensions. Where are you going to
get the money? Which brings me back to the contention in
the first place that people have talked and legislated and
studied and analyzed money for so long that the only kind
of money they know anything about is the kind they have
always had; the only way they can attack the problem is
by saying what will it do to sound money?

This argument came up once before when we were talking
about bonus legislation: “If you put out this currency, you
wreck the monetary system. You do not have sound money
any more.” Well, after all, money simply buys the things
that we produce, as a medium of exchange. If you recognize
the fact that we have not anywhere near the same kind of
sound money that we had before we went oft the gold stand-
ard, that that kind of sound money has ceased to exist, then
we can get a different slant on the money question and use it
as a medium of exchange to transfer those things that we
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produce into the hands of the people who want to consume }.

them. If we are going to insist upon maintaining and keep-
ing the old institutions that we have long known, that will
be impossible. I doubt whether we can take enough from
those who get to give to those who do not get to maintain
them on a decent standard of living. But that does not kgep
us from accomplishing the original purpose of guaranteeing
economic security. Once earlier in our history, when they
were digging the Panama Canal, they ran up against an epi-
demic of yellow fever. They could not go ahead with the
digging as long as the epidemic existed. They could not keep
their workmen alive. Nobody was foolish enough, however,
to say that the way to cure the epidemic was to take the
patient and treat him and try to cure him. They went to the
seat of the difficulty and eliminated the cause. They said,
“If we want to go ahead, we have to prevent the epidemic,
and the only way to do it is to get rid of the mosquitoes, and
the only way to do that is to dry up the swamps.” Can we
not attack our economic difficulties in the same way? The
trouble is we have been getting the poor fellow after he has
been knocked down, getting the unfortunate victim after he
has been thrown out of the economic system and cannot earn
8 living any more, and trying to do something for him. Our
solution of this difficulty, it seems to me, should go back to
the thing that knocked him out. I mean the changes in our
economic system that make it impossible for men to get jobs.
It does not make any difference what particular phase of this
subject we take up for discussion, if you think it over, we get
right back to the money question every time. The money
question today is the seat of each one of our particular
difficulties.

I am in sympathy with the idea of old-age pensions and’

with unemployment insurance, but you cannot get them it
you are going to insist on maintaining some of these eight-
eenth-century ideas on the money question. [Applause.]
The funny part about it is that we were so willing to move
clear up to the twentieth century as far as our technologi-
cal development is concerned, but when somebcdy comes
along with an invention in the social field we turn it down
because our minds cannot grasp a new idea.

Mr. LUNDEEN. May I interrupt the gentleman?

Mr. SCOTT. Certainly.

Mr, LUNDEEN. If one does come along with some new
and fundamental idea in the social field, then it is a radical,
a “red”, a socialistic idea and should be turned down at
once?

Mr. SCOTT. Oh, there are a lot of us who have ceased
to be worried by names and epithets. We always get that
when we attempt to secure progressive legislation. Every
liberal thinker has been called names. We get used to it.

May I suggest to the Members that in the consideration
of how much money we-can give in pensions they make con-~
stant reference to a book called “ The Chart of Plenty ”, by
Harold Loeb and associates. It is a preliminary report of
the national survey of potential product capacity and can-
not, must not be ignored.

[{Here the gavel fell.}

Mr. TREADWAY. Mr. Chairman, I yield, from the 10
hours allotted to me, 1 hour to the gentleman from North
Carolina [Mr. DoucHTON].

Mr. DOUGHTON. I thank the gentleman from Massa-
chusetts.

Mr. Chairman, I move that the Committee do now rise.

‘The motion was agreed to.

Accordingly the Committee rose; and the Speaker having
resumed the chair, Mr. McREYNoLDS, Chairman of the Com-
mittee of the Whole House on the state of the Union, re-
ported that that Committee had had under consideration the
bill H. R. 7260, the social security bill, and had come to no
resolution thereon.

APRIL 11
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SOCIAL-SECURITY BILL

Mr. DOUGHTON. Mr. Speaker, I move that the House
resolve itself into the Committee of the Whole House on the
state of the Union for the further consideration of the bill
(H. R. 7620) to provide for the general welfare by estab-
lishing a system of Federal old-age benefits, and by enabling
the several States to make more adequate provision for aged

" persons, dependent and crippled children, maternal and
child welfare, public health, and the administration of their
unemployment-compensation laws; to establish a Social
Security Board; to raise revenue; and for other purposes.

The motion was agreed to.

Accordingly the House resolved itself into the Committee
of the Whole House on the state of the Union for the con-
sideration of the bill H. R. 7260, with Mr. McREYNOLDS in
the chair.

The Clerk read the title of the bill

Mr. TREADWAY. Mr. Chairman, I yleld myself such time
as I may need and I would appreciate being notified when
I have consumed 30 minutes.

The CHAIRMAN. The gentleman from Massachusetts is
recognized for 1 hour.

Mr. TREADWAY. Mr, Chairman, I admire the lack of
courage of the majority. There are two very apparent rea-
sons why there has been quite a lapse of time since the Ways
and Means Committee reported the social security bill.

First, it was necessary to receive instruction from the
White House; and second, the majority were endeavoring
to see whether they could muster votes enough to pass the
bill under a gag rule. Having come to the conclusion that
it was impossible to do this, it was decided to handle this
“hot potato ” under an open rule and take their chances on
mustering enough votes to put the bill across in something
like the form that the committee has reported.

They have taken the right course, but for the wrong rea-
son. This bill contains such vital issues that it should be
thoroughly and completely discussed, and, I hope, very ma-
terially amended, before it reaches a final vote.

LITTLE TESTIMONY FROM PRACTICAL PEOFLE

In his lengthy explanation of the measure yesterday, our
distinguished chairman, the gentleman from North Carolina,
stated that the Ways and Means Committee had given most
careful consideration to this bill and that ample opportunity
had been given to everyone to appear in opposition to this
bill that desired to do so. Theoretically, that statement is
correct; practically, it is not.

While this measure has been before Congress since the
middle of January, and more than a thousand pages of testi-
mony have been taken, I want to call attention to the fact
that there was little testimony from persons of experience
in business lines. Practically everybody who appeared had
some part in drafting the legislation or was consulted with
respect to the problems involved. There were not to exceed
a half dozen persons who testified who were not a part of the
present new-deal administration,
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REVISED DRAFT NOT PUBLIO UNTIL AFTER APRIL 4

While the bill was being revamped, and while it was under
consideration in the form in which it is now presented, the
bill was not made public. Every copy issued to the members
of the committee was marked “ confidential ”’, and the inter-
ested parties all over the country had no knowledge what-
soever of the contents of the present measure before it was
introduced on April 4. .

Moreover, it is such a complicated bill, containing so many
different titles and different ideas, that the average citizen
would have much more difficulty in understanding it than we
Congressmen, who have had it before us.

OBJECTIONABLE TITLES SHOULD BE GIVEN ADDITIONAL CONSIDERATION

Such a departure from present-day policies as is contained
in the objectionable titles of the bill should be given the
greatest opportunity for study, analysis, and criticism. To
say that hearings were held and witnesses did not appear
is no argument that the country is for this measure in toto.

The only fair way that old-age annuities and unemploy-
ment insurance should be made policies of the Federal Gov-
ernment is after a disinterested commission, composed not
only of college professors, members of the “brain trust”,
and “new dealers ”, but of people of experience and judg-
ment, has studied such problems for an indefilnite period
and reached conclusions which could be recommended to the
Congress.

I can hear my Democratic colleagues say that the Ad-
visory Board set up by the President’s committee was com-
posed partly of such people as I have described. This Board
might be regarded as qualified to study the problem, but
their services were confined to very short periods and very
little consultation. No report from them was submitted to
the Ways and Means Committee. There is no evidence as to
their attitude toward this measure, nor do we know whether
they ever saw the revised bill.

THIS IS PERMANENT, NOT EMERGENCY, LEGISLATION

1 cannot emphasize too strongly that very meager and
insufficient study has been made of this proposed legisla-
tion, under which the Federal Government is to embark
upon new and untried policies.

All recommendations of the present administration have
been based upon so-called “ emergencies ”, and the legislation
has been of a temporary nature, either to be operated for a
specified time or canceled in the discretion of the President.

An important part of the legislation contained in this bill
is not only new and untried in this country, but haste is
urged in the adoption of permanent policies. One of the
men principally responsible for the preparation of the bill
reiterated several times before the Ways and Means Com-

‘mittee that we should hasten this legislation through in

order that it could be submitted to State legislatures before

-they adjourned this spring. Fortunately, many of these leg-

islatures have already adjourned, and I hope they will ad-
journ several times more before this hastily and ill-conceived
and apparently unconstitutional legislation becomes the per-
manent policy of the Federal Government.

NO COMFROMISE IN PRESENT BILL

There are two outstanding features in any legislative enact-
ment: First, the possibility of compromise in order that views
may finally reach a harmonious conclusion; and, second, the
scale of merit.

The first one is not found in H. R. 7260. There is no
compromise in it of any kind. The principles laid down in
the bill correspond with the original suggestions contained
in the report of the President’s Committee on Economic
Security, which indicates that the majority members of the
Ways and Means Committee are entirely subservient to the
instructions of the administration.

We therefore look to the second feature for a decision for o
against the measure.

DEMERITS OF BILL OUTWEIGH MXRITS

I feel that I have been fairly diligent in my attendance at
the hearings and executive sessions of the committee, which
have run over & period of several months on this measure
alone,



1936

It has been my firm effort to become convinced of the
merits of the bill, and I have approached the several subjects
with an open mind. However, I have come to the conclusion
that the demerits of the measure far outweigh the merits.

SHOULD HAVE BEEN FOUR SEPARATE BILLS

It legislation of this character is to be passed by Congress,
there should have been 4 separate bills instead of 1, divided
into 2 categories: First, those which, according to the views
of the minority of the committee, “ spring from the desire of
the Federal Government to provide economic assistance to
"those who need and deserve it ”; and, second, those which are
based upon the principles of compulsory insurance.

YAVOR OLD-AGE PENSIONS, AID TO CHILDREN, ETC.

In the first class are titles I, IV, V, and VI, granting aid to
the States for old-age pensions, for the care of dependent
children, for maternal and child welfare, and for public
health. They carry with them an appropriation for each of
the varjous purposes, which will aggregate less than $100,-
000,000 the first year. I am in favor of all of these titles.

OPPOSED TO OTHER TITLES

The other group consists of titles II and VIII, relating to
compulsory contributory annuities, and titles IIT and IX,
relating to ynemployment insurance. I am opposed to these
four titles of the bill. They are not in any sense emergency
measures. They would not become effective in time to help
pre.ent economic conditions, but, on the contrary, would be
8 definite drag on recovery.

FAVOR INCREASE IN FEDERAL CONTRIBUTION FOR OLD-AGE PENSIONS

Title I of the bill provides for Federal cooperation with the
States in establishing and maintaining State old-age pension
systems. This cooperation is extended in the form of a grant
to the States of one-half the amount expended by them for
pensions for the aged, with a limitation on the Federal con-
tribution of $15 per month per person.

Of the 28 States which how have old-age pension laws,
none has 8 rate in excess of $1 per day or $30 per month.
If they continue the $30 rate, the Federal Government will
relieve them of one-half the cost, or they can increase the
rate to $45 without any new burden on the State Treasury.

With the Federal Government contributing not more than
$15, the tendency will be to freeze the rate at not more than
$30. I cannot bring myself to believe that a $30 pension is
adequate, particularly in cities, where rents and other living
costs are much higher than in rural areas.

If it is to be the policy of the Federal Government to coop-
erate with the States along this line, I would favor a sub-
stantial increase in the Federal contribution for the purpose
of meeting the conditions described in section 1, namely, as-
suring “a reasonable subsistence compatible with decency
and health to aged individuals without such subsistence.”

UNEMFPLOYMENT INSURANCE

Titles III and IX of the bill seek to coerce the States into
enacting laws for the payment of unemployment compensa-
tion. This ccercion takes two forms.

Under title XII the Federal Government agrees to grant to
the States the sum of $4,000,000 in the fiscal year 1936 and
$49,000,000 annually thereafter for the purpose of meeting
the cost of -administering their unemployment-insurance
systems, if, as, and when set up. Only one State—Wiscon-
sin—now has such a system in actual operation. The States
cannot qualify for this Federal assistance unless their laws
meet certain Federal standards-of administration laid down
in the bill.

The money appropriated is expected to be offset by the
incidental revenue obtained from the tax under title IX.
Titles III and IX are separated in the bill for constitutional
reasons.

DIRECT COERCION ON STATES UNDER TITLE IX

The coercion under title IX, in the guise of a tax, is more
direct. Employers of 10 or more persons are required, be-
ginning next year, to pay a Federal tax on their pay roll,
but are permitted to offset against this tax, up to 90 percent
thereof, any contributions made by such employers to State
unemployment-insurance funds.
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If the employer’s State has no unemployment-insurance
law, he gets no credit, but thust pay the Federal tax in full.
His employees, however, get no unemployment benefits, since
the receipts from the tax are simply covered into the general
revenues of the Government. Thus, employers will have the
burden of a pay-roll tax whether their State has an un-
employment-insurance law or not, and they can escape the
major portion of the Federal tax only by prevailing upon
their State legislature to enact such a law. In effect, title
IX forces emplovers to pay a tax either to the Federal
Government or to the State.

RATES OF TAX AND TAX BURDEN

The rate of tax under title IX would be 1 percent in 1936,
2 percent in 1937, and 3 percent in 1938 and subsequent
years.

The burden which it would impose on business and indus-
try is estimated by the committee at $228,000,000 in the first
year, $500,000,000 in the second year, and from $800,000,000
to $900,000,000 annually thereafter.

TAX WOULD INCREASE UNEMPLOYMENT AND WOULD BE BURDEN ON
BUSINESS

At this point I want to say that I have approached the
subject of unemployment insurance with an open mind. X
believe in it in principle, and favor its ultimate enactment
under State laws. However, I cannot support titles XII and
IX of the present bill, because I am convinced that instead
of contributing to the relief of the unemployment problem
they would aggravate it. This would result in the following
manner:

First, by putting the penalty on pay rolls the tax under
title IX would admittedly have the effect of Increasing
unemployment.

Second, by imposing a tremendous additional burden on
industry and business the tax would seriously retard busi-
ness recovery. )

Moreover, there is a constitutional question involved, since
the tax under title IX Is not a true tax, but a legislative
“club ” to force State action along certain lines.

EMPLOYERS WILL REDUCE NUMBER OF EMPLOYEES TO ESCAPE OR

‘That the tax will increase unemployment should be rather
obvious. In the first place, employers of less than 10 persons
are exempted. The natural tendency for employers of
slightly more than 10 persons will be to reduce the number
below that figure and thereby escape all tax. If, for ex-
ample, 11 or 12 persons are employed, the tax must be paid
on the pay roll of all, but if only 9 are employed; no tax
whatever is imposed. ’
. 'The bill, therefore, offers a direct invitation to reduce the
number of employees in a business to nine or less wherever
that is possible. At the same {ime it offers an inducement
to larger employers to get along with as little help as possible
in order to minimize the pay-roll tax. It is quite apparent,
therefore, that, although the tax is in the long run supposed
to be of benefit to the unemployed, it actually will increase
their ranks.

NO IMMEDIATE BENEFITS TO UNEMPLOYED

I might point out that even if the States promptly enact
unemployment-insurance laws no benefits could be paid to
the unemployed until after a reserve has been built up, and
this, of course, would take several years. Even then benefits
would be paid for only a few weeks, after a certain waiting
period, and with the present number of unemployed the
funds would soon be exhausted.

In this connection I cite the following language in the
report of the majority, page 7: .

It should be clearly understood trat State unemployment com-
pensation plans made possible by this bill cannot take care of the
present problem of unemployment.

With respect to the payment of unemployment reliet
the future, the report adds: :

Unemployment insurance cannot give complete and uniimiteq
compensation to &ll who are unemployed. * * ¢ It can give
compcensation only for a limited period and for a percentage of the
wage loss, :
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These statements in the committee’s report make clear the
fact that this is not in any sense emergency legislation which
requires immediate enactment. -No quick relief is intended.
Hence there is no object in leaving titles III and IX in the
bill, particularly when their result will be to increase unem-
ployment rather than relieve it.

So far as the burden of the tax on industry is concerned, I
will discuss that more in detail in connection with the tax
under title VIII, relating to compulsory contributory
annuities.

INOPPORTUNE TIME FOR ENACTMENT

To summarize my position on the subject of unemployment
insurance, I may say that while I am in complete sympathy
with its general purpose, I do not believe that the present
is an opportune time to put it into effect, nor do I believe
that the method adopted by the bill is the best or only method
for dealing with the problem.

COMPULSORY CONTRIBUTORY ANNUITIES

I am strongly opposed to the provisions of titles IT and VIII,
which impose upon private industry a compulsory Federal
retirement system for superannuated employees and exact
a contribution from such employees and their employers, in
the guise of a pay-roll tax, to set up reserves out of which to
pay retirement benefits.

PLAN IS UNCONSTITUTIONAL

The Federal Government has no express or inherent power
under the Constitution to set up such a scheme as is pro-
posed. No one knows this any better than the administra-
tion and the Democratic majority of the committee. They
have been working for months trying to give titles IT and
VIII some color of constitutionality. They are not very
proud of their handiwork, but they think it is in the least
objectionable form from the constitutional standpoint.

TTTLES IT AND VvIOI INTEGRAL PARTS OF SINGLE SCHEME

Titles II and VIII are just as closely related as a house and
its foundation. The former provides for the compulsory pre-
miums; the latter for the benefits. The two titles go to-
gether and neither one is intended to stand by itself.

The reason that these two titles are separated in the bill
is that if they were combined, as they sheuld Le, they would
on their face be unconstitutional, since the Federal Govern-
ment cannot lay a tax for any other purpose than the raising
of revenue for public uses. The tax imposed under title VIII
1s not a tax at all, but an enforced insurance premium for |
old-age annuities. The money raised by the tax is not ih-
tended for the support of the Government, but to pay the
benefits provided under title II to the same employees who
are taxed under title VIII. If you will look at the exemp-~
tions from the tax under section 811 (b), you will see that
they are identical with the exemptions from the benefits
under section 210 (b).

MAJORITY REPORT ATTEMPTS TO DECEIVE SUPREME COURY

‘The report of the majority makes no reference to the con-
nection between titles II and VIII, because they know that
the Supreme Court is eventually going to look at that report
to sec what the intention of Congress was in setting up these
titles. They purposely omitted any reference to the connec-
tion between the two, because they wanted to try to delude
the Supreme Court. I do not think the Court is going to be
deceived, however. It is not going to let Congress do in a
back-handed way what it cannot do directly.

REAL PURPOSE STATED IN PRESIDENT'S MESSAGE

On page 5 of the report of the majority the inference is
left that title II is a Federal benefit system assuring support
for the aged “as a right rather than as public charity.”
This is outright deception. ‘The report also states that title
II establishes a “ system of old-age benefits, paid out of the
Federal Treasury.” That, again, Is outright deception.
Nothing of the kind is contemplated. The real purpose of
titles II and VIII is stated in the President’s message of Jan-
uary 17, 1935, in which he said that the object of these provi-
sfons was to set up a system of “compulsory contributory
annuities ”, which in time would establish a * self-support-
ing system for those now young and for future generations.”
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CONSTITUTION SHOULD EITHER BE ABOLISHED OR RESPECTED

Personally, I think this attempt to delude the Supreme
Court is rather childish. Either the Federal Government
has the power to set up this compulsory-insurance system
or it has not. The Constitution should either be respected
or abolished. What is the sense of having it if we are going
to spend most of our time trying to devise ways and means
to circumvent it?

SCOPE OF TAX CHANGED FOR CONSTITUTIONAL REASONS

Under the original bill nonmanual workers earning more
than $3,000 per annum were eXxempted from the tax, and
hence from the benefits, but in order to make the tax provi-
sions, standing by themselves, less obnoxious from a consti-
tutional standpoint, the tax was made applicable to the first
$3,000 of th:' annual wages of all employees regardless of the
total salary. Thus, while it was not the intention of the
original bill that this higher-salaried class of employees be
covered, they were included for constitutional reasons.

Obviously, an alleged tax applying to low-paid employees
and not to higher paid ones would arouse suspicion on
the face of it. I am afraid that the changes made by the
majority still has not removed this suspicion, because it
appears rather strange for a tax to apply to the entire
salary of a worker earning $2,500 annually, but to only the
first $3,000 of the salary of a corporation officer receiving,
for example, $100,000 annually.

Usually, we have found that the person drawing a high
salary or receiving a large income is the one whom an effort
has been made to penalize by taxation. There is a distinct
objection where the small-salaried man pays a tax on his
whole income and the higher-salaried man gets almost com-
plete exemption,

This again 1s a reversal of existing policy, in allowing a
man of large salary or large income to escape tax on a large
portion of his income while his less fortunate neighbor must
pay a tax on his entire salary. We have frequently heard
references made to socialistic tendencles and the creation of
sentiment favorable to socialism. I know of nothing that
will be more repugnant to the average wage earner than te
think “T am {5 pay tax on my whole salary while the big
fellow pays tax on only a part of his.”

When this scheme of taxation becomes known, look out
for storm signals.

PRINCIPAL OBJECTION 1S BURDEN THE TAX PLACES ON BUSINESS

I know that it 15 useless to call the attention of Congress
to the constitutional limitations on its powers. The admin-
istration is not going to play the legislative game according
to the rules.

I therefore wish to say that my principal objection to titles
II and VIII lies in the tremendous burden which they would
impose upon employers and employees,

RATES OF TAX AND TAX BURDEN

Titles VIII imposes a pay-roll tax on employers, regardless
of the number of persons in their employ, at rates ranging
from 1 percent in the 2-year period from 1937 to 1939,
inclusive, to a maximum of 3 percent after January 1, 1949.
This tax is imposed on the first $3,000 of the annual wage
paid to each employee.

Title VIII also imposes a gross income tax on the first
$3,000 of the annual wage of the employee, which is de-
ducted by the employer from the employee’s wage envelope
and turned over to the Federal Government.- The rate is
the same as that imposed on the employer, beginning with
1 pcreent on January 1, 1937, and increasing at the end of
each 3-year period until the maximum of 3 percent is
reached in 1949.

The additional burden on industry and business by virtue
of the tax on their pay roll ranges from $280,000,000, in 1937,
to over $900,000,000 in 1950.

A further $280,000,000 to $900,000,000 is annually with~
drawn from the wages of employees, and hence from the
channels of trade.

TOTAL PAY-ROLL TAXES REACHE $2,700,000,000 I 1950

Considering the pay-roll taxes under titles VIII and IX
together, industry and business are faced with an additional
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tax burden of $228,000,000 in 1936, $800,000,000 in 19317,
$1.000,000,000 in 1938, and gradually increasing amounts in
future years, reaching $1,800,000,000 in 1950. This would
be in addition to income, property, and other forms of exist-
ing taxes.

The latter figure does not include the $900,000,000 annual
tax on employees, which increases the total burden to
$2.700,000,000.

TAX MUST BE PAID EVEN IF BUSINESS IS IN THE RED

It should be remembered that the taxes imposed under
titles VIII and IX will be collected from businesses operating
in the red as well as those fortunate enough to make a profit,
and they will have to be paid even if the Government has to
take over the business in satisfaction of them.

PAY-ROLL TAXES WOULD PREVENT POSSIBILITY OF RECOVERY

. In my opinion, the proposed imposition of the pay-roll
taxes imposed under titles VIII and IX constitutes the great-
est single threat to recovery of all the administration’s ll-
advised policies. Business and industry are already operat-
ing under very heavy burdens. Many businesses at the pres-
ent time are barely able to keep their heads above the water,
and if they have to face a pay-roll tax for retirement an-
nuities, and another pay-roll tax for unemployment in-
surance, eventually aggregating 6 percent, they probably
will be unable to continue in operation. This means more
unemployment, and more uncertainty.

Aside from these taxes, the country is faced with addi-
tional income and excise taxes to pay interest upon and
ultimately retire the ever-mounting national debt. Where
the tax burden will end, nobody knows, and with business
trying its level best to stage a recovery amid all sorts of
difficulties, restrictions, and impediments, it is not going to
?t:lp ec:l:-lditions any by putting additional millstones around

n

BUSINESS WILL ALSO FEEL EFFECT OF REDUCED PURCHASING POWER OF
EMPLOYEES

Not only is business going to be affected by the direct
burden imposed upon it, but it is going to feel the effect of
having the purchasing power of employed persons reduced
by from $280,000,000 to $900,000,000 annually, The admin-
istration seems to be so much interested in putting purchas-
ing power into the hands of the masses, but here is a megs-
ure which will considerably reduce the already existing pur-
chasing power of some 22,000,000 workers.

Mr. BOLTON. Mr. Chairman, will the gentleman yield?

Mr. TREADWAY. I yield.

Mr. BOLTON. Do I understand that the annuity tax, or
the unemployment tax, goes into effect in 19372

Mr. TREADWAY. The unemployment tax affects your
pay rolls of 1936, collected in 1937.

Mr. BOLTON. Paid in 1937?

Mr. TREADWAY, Yes,

Mr. BOLTON. That is the reason for the date being put
off to 1937 instead of 1936.

Mr. TREADWAY. 1I think there is a little policy involved
with respect to the date, when it goes into effect, and I think
the gentleman comprehends what that is.

Mr. BOLTON. Yes.

Mr. RICH. Mr. Chairman, will the gentleman yield?

Mr. TREADWAY. 1 yield.

Mr. RICH. This is going to exact a total tax on industry
a 9-percent tax bill?

Mr. TREADWAY. Yes; 6 percent on the employer and 3
percent on the employee.

Mr. RICH. Then would it not be a good idea to call this
a 9-percent tax bill?

Mr, TREADWAY. That would not be in accordance with
the intentions of the proposers of this measure. They want
to hoodwink the public and the country into thinking this
is a great emergency bill, when it will not be effective for
several years.

The CHAIRMAN. The gentleman from Massachusetts
has consumed 30 minutes of his time.

Mr, SAMUEL B. HILL. Mr. Chairman, will the gentle-
man yleld?

Mr. TREADWAY. I yleld,

CONGRESSIONAL RECORD—HOUSE

5531

Mr. SAMUEL B. HILL. Has the gentleman from Massa-
chusetts heard any member of the majority on the Ways
and Means Committee claim that this is an emergency bill?
Has it not been the contenticn all the while that this is
permanent legislation?

Mr. TREADWAY. I called attention to the fact that this
is the most important piece of legislation introduced by the
present administration, because all our previous enactments
have been emergency legislation, whereas this is a piece of
permanent legislation, which strikes me as very foolish.

Mr. SAMUEL B. HILL. And it purports to be permanent
legislation.

Mr. TREADWAY. Of course, I absolve the majority of
the Ways and Means Committee of ever having represented
it as an emergency measure except to this extent: Your
chief advocate, to whom I have already referred, wanted to
hurry us in the consideration of the most important problem
I have ever known to come before the Congress in peace
times in order, forsooth, to push it through the State legis~
latures and get this coercive proposition working quickly.
Fortunately we were able to keep that down.

Mr. SAMUEL B. HILL. Is the gentleman disappointed
because the Ways and Means Committee provided plenty of
time for ample consideration?

Mr. TREADWAY. I do not consider they gave plenty of
time when we consider that this is a permanent policy that
you are setting up here, upsetting all business conditions,
changing methods of doing business, inaugurating a new
scheme of a permanent character. I consider that such a
measure cannot be given sufficient study in 3 months’ time
and have it digested by the people. The members of my
own committee realize this. I am one of them, and I will
acknowledge that I cannot answer many questions that can
be asked today about it; and as much as I respect the men-
tality of the leaders on the majority side, I doubt whether
they can answer many questions that can arise here.

Mr. SAMUEL B. HIIL. Is the gentleman from Massa~
chusetts opposed to the bill?

Mr. TREADWAY. I shall vote most strenuously in oppo-
sition to the bill at each and every opportunity I get. Does
that answer the gentleman’s inouiry?

Mr. SAMUEL B. HILL. Yes; it does answer the inquiry;
but I have a few comments to make a little later on about it.

Mr. TREADWAY. All right; but do not qualify my objec-
tion to the bad features of the bill offsetting its good features.
You have plenty of window dressing in here and I.-am going
to refer to that,

Mr. FITZPATRICK. Mr. Chairman, will the gentleman
yield?

Mr. TREADWAY. 1yield to my native Berkshire friend.

Mr. FITZPATRICK. The gentleman stated that there
would be a tax placed on business now in the red.

Mr. TREADWAY. Yes.

Mr. FITZPATRICK. When the sales tax of 3 percent was
brought up in the Seventy-second Congress it worked the
same way, and did not the gentleman favor it?

Mr. TREADWAY. I am certainly, today, in favor of a
sales tax that is falr to everybody, but this tax is a special
rather than a general one,

Mr. FITZPATRICK. That tax would have affected all
business that was in the red?

Mr. TREADWAY. Yes; it probably would; but that does
not answer the question involved in this proposition. Here is
a tax on pay rolls. You do not make any point in that com-
parison, Brother FITZPATRICK. A sales tax materially differs
from anything in this bill. I would be glad to argue the
difference if time permitted.

Mr. MARCANTONIO. Will the gentleman yleld?

Mr. TREADWAY. I yield

Mr. MARCANTONIO. Is it not a fact that this Houss
turned down the sales tax?

Mr. TREADWAY. Itdid; and X am sorry it did

Mr. MARCANTONIO. 1Is not a pay-roll tax just as vicious
as a sales tax?

Mr. TREADWAY. Yes; because this is a specialized
vicious tax.
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Mr. VINSON of Kentucky. Will the gentleman yield?

Mr. TREADWAY. 1 yield.

Mr. VINSON of Kentucky. The gentlemzn from Massa-
chusetts has made a strong argument against title 2 and
title 8.

Mr. TREADWAY. I do not think the gentleman from
Kentucky agrees with me.

Mr. VINSON of Kentucky. I wondered if it was pre-
pared after the conference hcld by your Republican friends.

Mr. TREADWAY. No, sir; I have been prepared to go
along with the members of the committee if they had
stricken out the bad features of the bill. I did not have to
wait for the President to return to get instructions from
the White House as to how I stood on the bill. The Com-
mittee on Rules could not act until after they heard from
the White House as to a gag rule.

Mr. VINSON of Kentucky. When the bill was under con-
sideration—and I am not betraying any confidence of the
committee, as it has been carried in the press—the gentle-
man from Massachusetts and his Republican brethren were
not as strong in opposition to titles IT and IX as at present.

Mr. TREADWAY. But we are not the proposers of the
legislation. You men that propose such vicious legisla-
tion will take the blame. We will sit by on the side lines
and see you operate this great measure. We only have 7
votes against your 18 votes. We know what a minonty is.
We sat there waiting for the emissary to come from the
‘White House and tell you what was to go in the bill and
what was not. I know what a minority is. I have been
a Member of the majority as well as of the minority. We
never got such instructions when we were in the majority
and I hope we never will when we get in the majority again.

Mr. DOUGHTON. Will the gentleman yield?

Mr. TREADWAY. 1 yield.

Mr. DOUGHTON. Let me say that, as far as I know, as
the chairman of this committee, after the original bill was
framed, that not one single word, either directly or indirectly,
came from the White House or anyone representing the
White House, as to what we should do with the bill,

Mr. TREADWAY. I am sorry the gentleman is so igno-
rant as to the procedure of the Ways and Mcans Committee.
I did not suppose he would admit such ignorance as to what
transpired in that committee.

Mr. BOUGHTON. Let me say to my good friend that I am
not so ignorant that I cannot tell the truth. [Laughter.]

Mr. TREADWAY. Any time I fail to tell the truth I wish
the gentleman would remind me of it.

Mr. DOUGHTON. I would be reminding the gentleman a
good deal of the time. {Laughter.]

Mr. TREADWAY. Every time I make an argument con-
trary to the ideas of my distinguished friend the chairman of
the committee, he says some harsh things, but he does not
mean it, and we shake hands after it is all over.

Mr. KENNEY. Mr. Chairman, will the gentleman yield?

Mr. TREADWAY. I yield to the gentleman from New
Jersey.

Mr. KENNEY. To ask the gentleman whether he proposed
any plan at all for an old-age pension?

Mr. TREADWAY. What a foolish, ridiculous question.
‘What earthly good would it do for us to propose a plan when
you Democrats deprived us of three votes on the Committee
on Ways and Means. The gentleman should not ask foolish
questions; he had better talk about his lottery. That would
be much better.

Mr. KENNEY. Perhaps it was foolish to expect a different
answer from the opposition, but I compliment the gentleman
from Massachusetts for his contribution to my plan for a
national lottery.

Mr. TREADWAY. Oh, the gentleman should talk about
his favorite pastime.

Mr. KENNEY. Yes; I shall do so during the present emer-
gencies, and credit is due the gentleman for mentioning it,
because it was the lottery that put the gentleman’s State on
its feet, and a lottery conducted by the Government for
public benefit, In my opinion, is not gambling,
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Mr. TREADWAY. No State ought to expect to pay its bills
through gambling devices.

Mr. TABER. Mr. Chairman, will the gentleman yield?

Mr. TREADWAY. Yes.

Mr. TABER. Does the gentleman attach any significance
to the fact that the Chairman of the Committee on Ways and
Means, in answer to the gentleman from Massachusetts in
reference to the White House suggestion, stated that no
“ constructive ”* suggestion came from there?

Mr. TREADWAY. If the gentleman used that word, 1
think that qualified him.

Mr. ENGEL. Mr. Chairman, will the gentleman yield?

Mr. TREADWAY. I will have to continue, if I may.
PAY-ROLL TAXES WILL DECREASE PURCHASING POWER OF THE MASSES BY

INCREASING COST OF LIVING

The pay-roll taxes on industry will indirectly decrease the
purchasing power of the public generally by addinz enor-
mously to the cost of living.

This form of tax, like the turn-over tax, will be applicable
to every process of production and distribution and will be
pyramided from one stage to another.

PAY-ROLL TAX FOR ANNUITIES ALSO PUTS PENALTY ON EMPLOYMENT

In discussing the pay-roll tax imposed under titiz IX, re-
lating to unemployment insurance, I pointed out how it would
have the effect of increasing unemployment by putting a pen-
alty on employment. The same effect will be produced by the
pay-roll tax under title VIII. Eere, again, the tcudency will
be for employers to get along with as little help as possible in
order to minimize the tax. This is another respect in which
the pay-roll taxes tend to hinder recovery.

BILL GIVES NO RECOGNITION TO PRIVATE PENSION SYSTEMS

One further reason for my opposition to the compulsory.
annuity provisions of the bill is that they give no recognition
whatever to the old-age retirement systems set up by indi-
vidual employers. This means that these private systems
cannot be continued, even though in most instances they
provide more liberal benefits than are contemplated by the
bill.

PROBLEM OF RESERVES

There is one feature of the compulsory annuity provisions
to which I wish to call attention that is generally overlooked.
I refer to the matter of reserves.

According to the report of the committee, the reserve for
the payment of retirement benefits will reach a maximum of
about $32,000,000,000. That is more than the present
national debt.

In his statement before the Ways and Means Committee,
the Secretary of the Treasury, in referring to this matter,
said:

It should be emphasized that the Pederal Government, by in-
augurating a national contridbutory old-age annuity system, is un-
dertaking responsibilities of the first magnitude. Not only is it
commiited to paying a 3-percent return upon all collections in
excess of current berefit payments involved, but it is also divert-
ing for the purpose of old-age security a very large fraction of
its possible tax revenues.

I do not very often agree with the remarks of the dis-
tinguished Secretary of the Treasury, but I do agree most
fully with that statement that we are “ undertaking respon-
sibilities of the first magnitude.” I suggest that gentlemen
read that statement of the Secretary of the Treasury, and
consider the underlying thought involved in jt. He says we
are not only undertaking responsibilities of the first magni-
tude, but that we are diverting for the purpose of old-age
securities a very large fraction of possible tax revenues.
There is a great deal of real meat in that.

Mr. PERKINS. And when the reserves reach
000,000, how are they to be invested?

Mr. TREADWAY. I am coming to that.

Mr. HARLAN. Mr, Chairman, will the gentleman yleld?

Mr. TREADWAY. Oh, I must yield to my old competitor
and opponent always. He always Las words of wisdom to
expound.

Mr. HARLAN. I just noticed that this reserve of $32,000,-
000,000 would not be reached until 1970.

$32,000,-
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Mr. TREADWAY. Then why store it over in the Treas-
ury vaults, any more than silver and gold that the country
is buying up so liberally?

Mr. HARLAN. The gentleman’s statement was that our
debt could not be reduced until the Republicans get in power.

Mr. TREADWAY. That is correct.

Mr. HARLAN. And I have just merely thought that 1970
would be about the time when that would happen.
{Laughter.)

Mr. TREADWAY. Oh, we will take a chance of reducing
it before that time with our party in control.

‘This statement of the chief financial officer of the Gov-
ernment should have careful and thoughtful consideration.
It is quite apparent that the establishment of this contribu-
tory annuity system is going to have consequences which
are little dreamed of in connection with its broader purpose.
Yet these consequences are likely to be such trat they should
not be overlooked.

GOVERNMENT COMMITTED TO PAYMENT OF S-PERCENT INTEREST ON
RESERVE FUNDS

The fact that the Government is committed to the pay-
ment of 3-percent interest on the annuity reserve simply
means that this country js faced with a permanent naticnal
debt of $32,000,000,000 on that account. Even if the present
national debt should be retired—and that could only happen
when the Republicans are returned to power—even if our
debt should be retired, our taxpayers would still have to
Dpay nearly a billion dollars a year in interest on the annuity
reserve.

RESERVE 15 INVITATION FOR GOVERNMENTAL EXTRAVAGANCE

What would be the consequerice of having $32,000,000,000
of credit standing in the name of the National Government?
Would it not be an invitation for all sorts of pork-barrel
schemes and wild-spending sprees? We would have such
an orgy of extravagance that even the unprecedented ex-
penditures of the Roosevelt administration would seem small
in comparison.

The report of the majority states that this reserve could
be used to retire outstanding tax-exempt securities, but I
wish to point out that the securities would still be tax-
exempt when held by the Government.

Not only is there a large reserve account in connection
with retirement annuities but under the provisions of section
804, all State unemployment-insurance funds must be paid
into the Federal Treasury and held in trust by the Secre-
tary. The Federal Government is committed to the pay-
ment of interest on this fund, which in time may reach
large amounts. The existence of this second trust fund
aggravates the evils in connection with the annuity trust
fund.

It not only is evident that we are taking out of industry
a very large annuity and unemployment fund but we are
starting a dangerous policy when we commit the Govern+
ment to paying interest on trust funds held for the States.
This interest must be paid whether the Government has
any use for the money or not, and the provisions of section
904 of the bill simply add another burden on the American
taxpayer. Moreover, it is 8 burden which they are not
essentially under any obligation to bear.

Mr. ROBSION of Kentucky. Mr. Chairman, will the gen-

tleman yield?

Mr. TREADWAY. Yes.

Mr, ROBSION of Kentucky. The gentleman pointed out
that industries or concerns employing 10 or more people
would finally be subject to a 9-percent tax.

Mr., TREADWAY. Yes; including the tax on employees.
The tax under title IX only applies to employers of 10 or
more, but the tax under title VIII applies regardless of the
total number.

Mr. ROBSION of Kentucky. I would like to hear the gen-
tleman’s views on how that will affect those who employ less
than 10, for instance 9, who pay no tax.

Mr. TREADWAY. I think I have explained my position
on that. A man employing just at that margin, 11 or 12
ar 13, will discharge a number 50 as not to have to pay any
tax under title IX,
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Mr. ROBSION of Kentucky. If there is a 9-percent dif-
ferential between those who employ less than 10 and those
who employ 10 or more, what effect will that have?

Mr. TREADWAY. Title IX will give the small employer
an advantage over the larger employer.

Mr. ROBSION of Kentucky. Is there anything in the bill
to obviate that situation?

Mr. TREADWAY. No.

Mr? JENKINS of Ohio. Mr. Chairman, will the gentleman
yield

Mr. TREADWAY. Yes.

Mr. JENKINS of Ohio. I think there may be some mis~
understanding as between the gentleman from Massachu-
setts [Mr. TreapwaY] and the gentleman from Kentucky
[Mr. RopstoN] with reference to the 9 percent. As I under-
stand it, all of the 9 percent does not apply in the same
category with these 10 people.

Mr. TREADWAY. No.

Mr. JENKINS of Ohio. Six in one group and three in
the other.

Mr. TREADWAY. Six percent applies under title VIII,
to employers and employees, and 3 percent applies under
title IX, to employers of 10 or more.

Mr. ROBSION of Kentucky. The 3 percent applies on
those who employ 10 or more?

Mr. TREADWAY. That is true of the tax imposed by title
IX. The tax under title VIII has no such exemption.

Mr. ROBSION of Kentucky. Just one other question, if
you please. The railroads of the country have set up a pen-
sion organization. Congress has authorized that, and it is
now before the Supreme Court with regard to many other
Industries. Is there any way to reconcile that, to help those
who have already got a system that they prefer to this?

Mr. TREADWAY. On the contrary, the question of
private annuities was discussed very fully in the committee;
I am breaking no confidence when I say that the majority,
which of course has written this bill, would not show any
consideration for the corporations that have their own
systems of penmsions. The gentleran does not blame our
side for this composition which I hold in my hand, of

|} course.

Mr. ROBSION of Kentucky. What will become of the tre-
mendous sum that the workers in years past have put into
these various annuity fuuds?

Mr. TREADWAY. There are two features, as I under-
stand it. The first proposition is, they could liquidate, if
it was an agreement between the employer and the em-
ployee. The other proposition. is that if large corpora-
tions have insured their employees through an insurance
company, those policies could be canceled.

Mr. ROBSION of Kentucky. But there are contracts,
How do you get rid of those contracts?

Mr. TREADWAY. I hope I made it plain that I am not
defending that proposition whatever. I am only trying to
explain it a little bit.

Mr. ROBSION of Kentucky. Does this bill propose to do
away with or destroy all those contracts that have been
entered into?

Mr. TREADWAY. In effect; yes.

Mr. VINSON of Kentucky. Wili the gentleman yield?

Mr. TREADWAY. 1 am sure the gentleman from Ken-
tucky will be able to give his colleague better support for
the bill than I have been able to.

Mr. ROBSION of Kentucky. I am simply seeking infor-
madtion.

Mr. VINSON of Kentucky. I wanted to speak about that,
because the gentleman from Massachusetts [Mr. TREADWAY]
has caused the gentleman from Kentucky [Mr. RoBSION] to
have an erroneous impression as to the tax upon concerns
employing 10 or more and those employing less than 10.
The gentleman from Ohio {Mr. JENkINs] is correct in
pointing out that the tax on employers of 10 or more falls
in one category. That is a 3-percent tax for unemployment
compensation, but, after all, the employing of 13 or more
does not affect the tax that is collected under title VIIL.
Old-age benefits will be paid employees regardless of the
number employed.
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Mr. TREADWAY. Would the gentleman mind giving
his explanation in his own time and let me conclude my
remarks?

Mr. Chairman, I do not care to yield in order to have
speeches made in my time. When I have concluded, I will
then be glad to leave the field open, as far as I am con-
cerned.

I yield now to the gentleman from Pennsylvania.

Mr. DUNN of Pennsylvania. From the gentleman’s ad-
dress, I take it for granted he is really in favor of an old-age
pension?

Mr. TREADWAY. I am in favor of title I, which is the
old-age pension, whereby the Government will pay to States
and pay it out and out, from general taxation. Title I does
not set up a new taxing scheme. I am opposed to new
taxes.

Mr. DUNN of Pennsylvania. I believe an adequate old-
age pension would wipe out of existence the abominable poor-
houses of the Nation.

Mr. ASHBROOK. Will the gentleman yield for a ques-
tion?

Mr. TREADWAY. I yield.

Mr. ASHBROOK. I have very great respect for the gen-
tleman from Massachusetts, and I always listen with great
interest to whatever he has to say, even though I do not
always agree with him. I understand the gentleman is in
favor of an old-age pension?

Mr. TREADWAY. Yes.

Mr. ASHBROOK. And that the gentleman is of the
opinion that the amount prescribed in this bill is not suffi-
cient?

Mr. TREADWAY. No. I think I would like to see it
raised a little, but you will notice the word “ little.”

Mr. ASHBROOK. The question I wish to propound to
the gentleman is what he would favor? How much of a
pension would the gentleman favor? What is the maximum
pension he would favor?

Mr. TREADWAY. Well, that is a leading question. I
admit it is a very fair question, but it is a difficult one to
answer. I would refer the gentleman to the clause in the
bill, which I think is well stated. Some of the gentlemen
wanted an indefinite amount. Others realize that if we
g0 too high we may sdd to this debt; but let me call the
attention of the gentleman to the clause which I read in
my remarks in section 1 of the bill:

For the purpose of enabling each State to furnish financial
assistance assuring. as far as practical under the conditions in
such State, a reasonable subsistence compatible with decency and
health to aged individuals without such subsistence there is
hereby authorized to be appropriated—

And so forth.

I think that is as close as I would like to go at this time.

Mr. ASHBROOK. Would something like $50 a month be
about right?

Mr. TREADWAY. Oh, I do not think we ought to get
into a discussion of figures at all. Of course, it varies. It
must vary in various places. I referred to that, and so does
the report of the committee. The expense of taking care
of these aged people must vary in different communities with
different fundemexntal expenses such as rent, heat, and light.

Mr. ASHBROOK. But it would have to apply to =l
States alike, would it not?

Mr. TREADWAY. The Pederal Government, by the con-
tributory system under ihe bill, can contribute different
amounts up to $15, whicnh the States must match. That is
the provision of the bill. Under this bill, if a State was to
have a law under which it put up a contribution of $25, the
Government would only be called upon to match $15 of that,
making a total of $40 for the person affected.

Mr. ASHEROOK. I wish to say that I still have the same
high regard ior the gentleman from Massachusetts.

Mr. TREADWAY. 1t is reciprocal, because we have served
together many years. I thimk it is fortunate that our col-
league retirned to our fold after so many years’ absence,
which, of course, was detrimental to the welfare of the
Nation, not having him as a Member of this House.
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Mr. ASHBROOK. I sincerely thank my distinguished old.
time friend.

Mr. TREADWAY. Mr. Chairman, how much more time
have I remaining of my hour? ’

The CHAIRMAN. The gentleman has 2 minutes remain-

ing.
Mr. Chairman, I yield myself 5 addi-

Mr. TREADWAY.
tional minutes.

Mr. LUNDEEN. Mr. Chairman, will the gentleman yield?

Mr. TREADWAY. 1 yield for a brief question.

Mr. LUNDEEN. Is there anything in this bill to take
care of the present 15,000,000 unemployed?

Mr. TREADWAY. I should say absolutely not. The
system cannot be set up inside of 5 years, and it will proba-
bly take a longer time,

Mr. LUNDEEN. Has it not been held out to these
15,000,000 unemployed that this bill would take care of them?
It is mere camouflage.

Mr. TREADWAY. The gentleman does not belong, as I
understand it, to either major party. He is not criticizing
the minority; but he is passing out an awful indictment
against the majority who are responsible for the bill that is
now before us which contains, as the gentleman from Minne-
sota well says, a very distinct camouflage; and that is ex-
pressing it very mildly.

Mr. PERKINS. Mr. Chairman, will the gentleman yield?

Mr. TREADWAY. 1 yield.

Mr. PERKINS. I am still curious to know how the
$32,000,000,000 of reserve is to be invested.

Mr. TREADWAY. 1 said I was coming to that. Perhaps
I did not make that clear. 'There are provisions in the bill
giving the Secretary of the Treasury authority to issue
special bonds. One provision is in section 904 of the bill,
on page 51. Another is In section 201.

Section 904 is of sufficient interest and importance that
I shall take the time to read it. It is a very unique pro-
vision. I never saw it before in any legislation, but they
are going to have so much money they will need special
bonds to invest it in. I read:

(b) It shall be the duty of the Secretary of the Treasury to
invest such portion of the fund as is not, in his judgment, re-

quired to meet current withdrawals. Such investment may be
made only in interest-bearing obligations of the United States

-or in cbligations guaranteed as to both principal and interest by

the United States. For such purpose such obligations may be
acquired (1) on original issue at par, or (3) by purchase of oute
standing obligations at the market price.

This is the interesting part, and I think it answers the
question of the gentleman. This Is found at line 20 of
page 51:

The purposes for Which obligations of the United States may be
issued under the Second Liberty Bond Act, as amended, are hereby
extended to authorize the issuance at par of special obligations
exclusively to the fund. Such special obligations shall bear interest
at a rate equal to the average rate of interest, computed as of the
end of the calendar month next preceding the date of such issue,
borne by all interest-bearing obligations of the United States then

forming part of the public debt.

In other words, if this section passes muster here, it extends
authority under the Second Liberty Bond Act to authorize the
issuance at par of special obligations exclusively to the fund.

Section 201 also relates to the investment of reserve funds
by the Secretary of the Treasury.

Mr. PERKINS. That means the fund may be invested in
Liberty Loan bonds?

Mr. TREADWAY. Yes; or a special bond.

Mr. PERKINS. How are they going to invest $32,000,-
000,000?

Mr. TREADWAY. I think the authors of the bill on the
other side will be obliged to answer that question.

Mr. VINSON of Kentucky. Mr. Chairman, will the gentle=
man yleld?

Mr. TREADWAY. Would the gentleman mind waiting
until I have concluded?

Mr. VINSON of Kentucky. I wanted to call attention to
the fact that the gentleman from Massachusetts was reading
about the unemployment trust fund, and did not touch top,
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side, or bottom of the question of the gentleman from New
Jersey, who was inquiring about the reserve account for the
payment of old-age benefits.

Mr. TREADWAY. Then tell the gentleman where it is.

Mr. PERKINS. Perhaps the gentleman from Kentucky
can tell us where they will invest the money.

Mr. VINSON of Kentucky. I shall be very happy to if the
gentleman from Massachusetts will yield me 2 or 3 minutes.

Mr. TREADWAY. I am near the end of my remarks. I
know the wisdom of the gentleman from Kentucky can await
the conclusion of my remarks before he answers the gentle-
man from New Jersey.

Mr. VINSON of Kentucky. At least I will not refer to the
wrong section of the bill.

Mr. TREADWAY. 1 yield to the superior wisdom on this
bill of the gentleman from Kentucky. I do not claim to know
much about the bill, but I do not think either he or his col-
leagues in the House will know much more about it after they
get through describing it either. [Laughter.]

CONCLUSION

At this poijnt I repeat that while I am favorable to the
humanitarian provisions of the bill making appropriations
for aid to the States in providing for old-age pensions, in
caring for dependent children, in providing for maternal and
child welfare, and in extending public-health services, the
other provisions of the bill are, to my mind, so objectionable
that I feel obliged to vote against the bill in its entirety if
they are retained.

At the proper time I propose to move to strike out the pro-
visions relating to unemployment insurance and compulsory
annuities, and if that motion should prevail, I would welcome
the opportunity to vote in favor of the remainder of the bill.

BILL WINDOW DRESSED TO CATCH VOTES

Of course, the only reason so many worthy provisions are
incorporated in the bill is to catch more votes and make it
politically inexpedient to vote against it. I have come to the
conclusion, however, that political expediency should be cast
aside in favor of calm judgment, and the merits of the bill
weighed against the demerits.

Although I would like to vote for the titles I have indicated,
I cannot vote for the bill on final passage if I have to take
with it other provisions which I deem obnoxious, at least so
far as action at this time is concerned.

OBJECTIONABLE FEATURES ARE NOT EMERGENCY

As I have pointed out, the provisions to which I object are
in no sense emergency measures. They are not intended for
the relief of present economic conditions, but commit the
Federal Government to a permanent program of social legis-
lation. Since no form of quick relief is involved, there is all
the more reason for considering each proposal separately on
its own merits.

A VOTE FOR PAY~ROLL TAXES IS VOTE TO CONTINUE DEFRESSION
INDEFINITELY

In closing, I want to emphasize again that the tax provi-
slons of titles VIII and IX place upon business and industry
and the employees therein a permanent future burden of
$2,700,000,000 annually—a sum equal to the entire internal-
revenue receipts of the Federal Government in the last fiscal
year.

For the reasons I have stated it is my firm opinion that as
long as the pay-roll taxes are a part of the bill a vote in favor
of the bill is a vote to prolong the depression indefinitely.

Mr. DOUGHTON. Mr. Chairman, I yield 30 minutes to
the gentleman from Washington [Mr. HriL].

~ Mr. SAMUEL B. HILL. - Mr. Chairman, I am somewhat
confused as to the position my friend from Massachusetts
and his colleagues of the minority on the Ways and Means
Committee are taking with reference to this bill. In the
first place, the gentleman from Massachusetts expressed
himself in the early consideration of the bill as being afraid
it would be hurried through and passed out of the committee
with such promptness that we would not have time to give
it proper consideration. When he discovered that the com-
mittee was going into every line and provision of the bill
and did, in fact, devote about 22 months to an intensive

RECORD—HOUSE 5535

study and consideration of the measure, he seemed to be
disappointed because his first fears were not realized.

He expresses certain objections to the measure, but I take
it that the principal objection he has voiced is based upon
what he says is the fact, namely, that it is not an emergency
measure and does not take care of the present unemploy-
ment situation. No one has ever contended that this is an
emergency measure. In fact, the contrary has been asserted
time and time again; but I am sure the Members of the
House will recall that we have, only recently, passed through
Congress what was known as the “ Public Works Act ”, which
was and is an emergency measure and which was designed
to meet the present situation of unemployment by placing
in the hands of the President the means to project public
works and to put men to work. That bill did not come be-~
fore the Ways and Means Committee because it was an ap-
propriation bill. It was not included in this bill because it
was not within the jurisdiction of our committee, but it was
passed by the Congress, and my friend from Massachusetts
and others on his side of the aisle were strenuously object-
ing to that measure, which was an emergency measure. SO0
I say it is difficult to know how we are to proceed in order
to please our friend from Massachusetts.

I have before me the statement of the minority views on
the present bill, and in view of what the gentleman from
Massachusetts has said in his address just delivered, I hardly
know how to construe the statement in these minority
views. They are signed by the seven minority members of
the Ways and Means Committee. They say in the first part
of the statement that the bill separates itself into several
titles, which readily and naturally segregate themselves into
two categories.

‘They say that all of the titles other than titles 2 and 3 and
the two tax titles that go along with them are perfectly sat-
isfactory to the minority. They engage in some discussion
of these titles, but further down in the statement we find
this language:

However, we favor the principle of unemployment Insurance.
These titles of the bill ald those.States who desire to establish
such insurance, and therefore we resolve all doubts in favor of
this legislation,

Just what do the gentlemen on the other side mean by
that expression in light of the statements made by the gen-
tleman from Massachusetts in his address delivered this
morning? They emphasize the fact further in the state-
ment that their opposition to those two titles is based upon
the fact that this is not emergency legislation, and state:

And we also oppose these titles because they would not in any
way contribute to the rellef of present economic conditions, and
might In fact retard economic recovery.

Mr. Chairman, that is not a statement of outright opposi-

.tion to this legislation. So I was at a loss to understand, and

I asked the gentleman from Massachusetts whether he
would vote against this bill. He assured me that he intends
to do so. I regret very much, in view of the fine coopera-
tion which the Members on the Republican side of the com-
mittee gave us in considering the bill, that he cannot go
along with us on the final passage of the measure; but if
that is his attitude, of course, we will labor along without his
support.

No one contends that this legislation is a cure-all. One
of the objections that the gentleman made was that title
3, which is the unemployment-compensation title, does not
give full and complete insurance against unemployment. Of
course, it does not, and no one has contended that it does.
However, we do contend that with that title enacted and
after reserves have been built up, it will furnish a fund for
the maintenance of those who find themselves unemployed
for temporary periods, so that in minor depressions, at least,
they may be tided over until they can secure reemployment,
and in most instances such fund will tide them over until
they can get back their old job or can find & new job.

‘That is all unempl6éyment insurance purpoiis to do. If
the gentleman from Massachusetts is looking for full and
complete insurance so that full wages will go along for an
indefinite period of time, then I think he might consult with
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the gentleman from Minnesota [Mr. Lunpeen], who has a
bill here which proposes to pay to every unemployed person
over the age of 18 years the fuill amount of his wages, so
long as he is unemployed, and if he is only part-time em-
ployed to make up the difference between the full-time wage
and his part-time wage. The lowest calculation of the cost
of that kind of legislation to the Government, the lowest
estimate that you can possibly put upon it, according to the
ficures given by witnesses who appeared before our com-
mittee, is $10,400,000,000 a year. I wonder if the gentleman
from Massachusetts favors that kind of legislation, the kind
that calls for an impossible burden of taxation? That is the
purport of his argument here.

Mr. Chairman, if the gentleman is in favor of the principle
of unemployment insurance, what is wrong with title ITI of
this bill? What kind of a provision can be brought in that
would be more reasonable and more bearable as a tax burden
than the provision which is in this bill as title III? We ap-
preciate the fact that the character of this legislation is new.
You may call it, in fact, revolutionary in comparison with
other legislation which this Congress has been called upon
to enact, but we are going through strenuous times which
have taught us lessons that we must heed. These trying
times have pointed out situations ahead of us that we must
recognize and meet.

Mr. Chairman, this legislation is forward looking. It
means to take care of the future and create conditions in
the future operation of the industry and economics of this
country that will absorb some of the shock of these panics
and depressions; at least tend to stabilize industry and em-
ployment and carry the country along over the rough spots
until conditions may be righted. The Members of this Con-
gress should be progressive epough in their thoughts and
ideas to recognize these conditions and have the courage to
meet them. I submit that we are making a step in the
right direction in the enactment of this legislation.

Mr. Chairman, I know that it is probably difficult for the
Members generally to find the time to study this bill closely
and to understand every detail of this legislation. That is
no reflection on anyone. I want to confess it is difficult for
the members of the Ways and Means Committee, who have
studied it for weeks and weeks, to get the full purport and
understanding of all its provisions and ramifications. We
have done.our best to bring in a bhill worthy of your consid-
eration and support.

Mr, CLAIBORNE. Will the gentleman yield?

Mr. SAMUEL B. HILL. 1 yield to the gentleman from
Missouri.

Mr. CLAIBORNE. Does the gentleman think a Member
should vote for a bill that he does not understand?

Mr. SAMUEL B. HILL. That is a question for the Mem-
ber himself to decide. I have an idea that many of us have
done that time and time again. I am not recommending it,
nor am I advising against it.

Mr. Chairman, titles 2 and 3 are the two titles which are
the pet aversions of the gentleman from Massachusetts.
Title 2 provides benefits to a certain class of employed peo-
ple after they have arrived at the age of 65. The benefits
are measured by the total wages which they earn over their
working period from and after December 31, 1936, until they
reach 65. If they have a total amount of wages of suffi-
cient amount, they will be able to support themselves on the
benefits without having to resort to the charity of old-age
pensions., Certainly that is a commcndable thing. If one
of these employees at the age of 65 has earned wages over
a pericd of at least 5 years of not less than $2,000, he will
be entitied to a monthly payment from the Government of
$10. Of course, that is not enough to support him, but you
have the old-age pension; and if he is needy, he will be
able to get additional support from that source. If he has
total wages of $3,000, he will get a monthly payment of $15,
plus a certain percentage of increase as the amount of wage
rises above $3,000. It is graduated upward, measured by
the total amount of wages received, to the point where it is
possible for one of these employees to receive as much as
#85 a month, but not more than that.
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Mr. ROBSION of Kentucky. Will the gentleman yleld?

Mr. SAMUEL B. HILL. I yield to the gentleman from
Kentucky.

Mr. ROBSION of Kentucky. The old-age pension is fixed
at the age of 65. I find In the mining sections the big
trouble is they will not employ men in the mines who are
45 years of age or over. .

What is there in this bill that will take care of them;
and, assuming that a lot of them cannot get back to work,
what is there in this bill, either of old-age pension or em-
ployment annuities or insurance, that will take care of the
something like 13,000,000 workers between the ages of 45
and 65?

Mr. SAMUEL B. HILL. The unemployment-compensa-
tion title is the only one that might reach them.

Mr. ROBSION of Kentucky. But if they are now past the
age to get work and cannot get work, what is there for that
group?

Mr. SAMUEL B. HIIL. It will not carry them indefi-
nitely. It will certainly not do that.

Mr. ROBSION of Kentucky. Would it carry them at all
unless they get work? :

Mr. SAMUEL B. HILL. It would carry them for some
weeks at something less than their average wage, but it does
not take care of them completely. There Is nothing in this
bill, under the old-age assistance feature or under the old-
age benefit provision, that would take care of a man in that
situation.

Mr. ROBSION of Kentucky. Was there any suggestion
or any plan submitted to the committee that would take
care of this great army of people between 45 and 65 that-
are now out of employment because of their age?

Mr. SAMUEL B. HILL. I do not recall any witness who
appeared befare our committee advocating what we would
term an “ old-age pension” on an age limit as low as that.

Mr. ROBSION of Kentucky. In seeking further informa-
tion, may I suggest that, as the gentleman knows, these men.
between 45 aand 60, who cannot get employment, have fami-’
lies and are sending their children to school. They cannot
get work. What is to become of this great army of people
in this country?

Mr. SAMUEL B. HILL. I am not so sure that men 45
years and over, under normal conditions, cannot get work.
I appreciate the fact that at this time many people who
have not even reached the age of 45 are out of employment
and the part of the program that meets that sitmation now
is the Public Works Act.

The purpose of that act is té give present employment and
try to stimulate private enterprise and private industry so
that they will get on their feet and also give employment to
these unemployed men.

Mr. ROBSION of Kentucky. But the mining concerns
and others for some years past have been drawing the age
limit at 45, and the United States Government draws the
limit at 50 years. There is no work for them to get.

Mr. SAMUEL B. HILL. I will say to the gentleman from
Kentucky that this bill, through the old-age benefits or old-
age pensions, does not meet that situation.

Mr. ROBSION of Kentucky. I was concerned to know if
there was any plan that would reach it.

Mr. SAMUEL B. HILL. Only the administration of the
Public Works Act.

Mr. DUNN of Pennsylvania. Mr. Chairman, will the gen-
tleman yield?

Mr. SAMUEL B. HILL. I yield.

Mr. DUNN of Pennsylvania. Does tnis bill prcvide any
relief for the unemployed farmer?

Mr. SAMUEL B. HILL. This bill does not.

‘Mr. DUNN of Pennsylvania. The farmers are not con-
sidered at all?

Mr. SAMUEL B. HILL. This bill does not take up that
feature at all. The Public Works Act is the one that fur-
nishes employment. It is designed to furnish employment
to anyone who is employable—farmers, industrial workers,
ar others,
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Mr. DUNN of Pennsylvania. The work-relief bill?

Mr. SAMUEL B. HILL. Yes.

Mr. DUNN of Pennsylvania. As the gentleman across the
aisle said a moment ago, suppose a person between the ages
of 45 and 65 is unable to obtain a position; will he be con-
sidered? In other words, iIs it absolutely essential that he
must pay into the Government in order to obtain unemploy-
ment insurance?

Mr. SAMUEL B. HILL. We are not putting any tax on
the employee at all.

Mr. DUNN of Pennsylvania. I want to make the point
absolutely clear. Is it essential, in othet words, that the man
or woman must be employed in order to obtain employment
insurance?

Mr. SAMUEL B. HILL. He must be employed and lose
his job in order to get this unemployment-insurance benefit.

Mr. DUNN of Pennsylvania. Suppose they are unable to
obtain jobs, how will they be taken care of?

Mr. SAMUEL B. HILL. It does not operate, so far as he
is concerned, until he does get a job and loses it.

Mr. DUNN of Pennsylvania. Maybe the gentleman can
clear up another point I have in mind. As a member of
the Committee on Labor, we held a number of hearings last
year on the 6-hour day, 5-day-week bill, and practically
every man who appeared before our committee in opposition
to the bill was the head of some large industry, and I made
it a point to ask them this question: Do you have an age
limit? And practically every one said yes; that the age
limit was around 40 or 45. Unless our Government sees to
it that employment can be obtained for men and women
between the ages of 45 and 65, I do not see how they are
going to be benefited under this bill.

Mr. SAMUEL B. HILL. Of course, you have to assume
they will not be able to get employment at that age. It is
possible that a lot of people at that age or over may find
themselves out of employment, but there is no age limit on
a man going out and getting a job. When, however, he gets
to the age where he may be presumed not physically able
to work, he will come under the provisions of the bill. You
must draw some arbitrary age line and take care of them
within those limitations.

Mr. DUNN of Pennsylvania. But it is true, i3 it not, that
many of the industries in the United States, as well as the
municipal governments, the State governments, and the
Federal Government, have an age Hmit?

Mr. SAMUEL B. HILL. I appreciate the fact that after
a man gets to be 45 years of age he is handicapped in com-
peting with younger men in getting jobs. We all know that.

Mr. WOOD. Mr. Chairman, will the gentleman yield?

Mr. SAMUEL B, HILL. I yleld.

Mr. WOOD. In connection with the question of my col-
league the gentleman from Pennsylvania {Mr. Duwrn], it is
my opinion that this is a social-security bill and that this
bill is not designed to cure all the evils of societly.

Mr. SAMUEL B, HILL. The gentleman is correct in that
statement.

Mr. WOOD. Is it not a fact that if this bill is enacted it
will take care of three or four million aged people, and it will
also take care of other millions of unemployed in purchasing
power, and thereby lower the labor market; that the labor
market will become such under the operation of the law that
there will be less demand for labor, and that many men today
that cannot get a job between the ages of 40 and 50 will be
employed?

Mr. SAMUEL B. HILL. The gentleman has stated the
matter clearly, and I thank him for the contribution.

Now, there is another feature that I want to touch upon.
I am not going to explain all the titles, but the gentleman
from Massachusetts was asked where the provision in the bill
is that would authorize the investment by the Secretary of the
Treasury of funds that would take up a considerable portion
of the outstanding Government bonds.

The gentleman from Massachusetts referred to a section in
title IX, under the unemployment tax feature. The real
answer to the question is found on page 8 of the bill, subdivi-
sion (d), section 201, reading as follows:
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It shall be the duty of the Secretary of the Treasury to invest
such portion of the amount credited to the account as is not, In
his judgment, req to meet current payments. Such invest-
ment shall be made, in any interest-bearing obligations of the
United States or in any obligations guaranteed as to both principal
and interest by the United States. The Secretary of the Treasury
may at any time sell any such obligations. The interest on and the
proceeds from the sale of any such obligations shall be credited to
the account.

The account that is referred to is the *“old-age reserve
account ” under title II appearing on page 7 of the bill, sec-
tion 201 (a). That is the reserve account to which alloca-
tions and appropriations are made to meet the obligations
under title II dealing with old-age benefits.

It was brought to your attention by the gentleman from
Massachusetts that in 1970 the amount of reserve in that
account would be $32,000,000,000 plus—that it would gred-
ually go up to that amount.

Then you have in addition to this fund, which by the
provisions of the bill it is made the duty of the Secretary to
invest in Government bonds and guaranteed bonds by the
Government, the other provisions in title IX, to which the
gentleman from Massachusetts referred, being the moneys
that are to be used, trust-fund money of the States placed
in the custody of the Secretary of the Treasury, to be paid
out on the requisition of the States to take care of unem-
ployment insurance. In the course of time that fund also
would be absorbed into this investment in outstanding Gov-
ernment bonds about which you hear so much complaint as
being tax exempt.

These bonds will be called in. They will be placed in
these reserves as the Government’s investment of the funds,
and you will then have this great volume of outstanding tax-
exempt bonds in the hands of the Government so that the
people who now have their money invested in those tax
exempts would not be so fortunate in the matter of invest-
ments that would relieve them from payment of income
taxes,

Mr. PERKINS. Mr. Chairman, will the gentleman yleld?

Mr. SAMUEL B. HILL. Yes.

Mr. PERKINS. With these humanitarian impulses under
this bill I am in full accord, but I want to krow whether it
is true that it is expected ultimately to set up a reserve of
$32,000,000,000. )

Mr. SAMUEL B. HILL. The reserve is set up with the
effective date of this bhill, and into that tve fund will be
paid such amount of moneys that are actuarily determined
by the Treasury Department and for which estimates are
made to Congress by the Bureau of the Budget, as shall be
necessary to meet the obligations on the funds under the
provisions of the bill

The CHATRMAN. The time of the gentleman from Wash-

ington has expired.
Mr. Chairman, I yleld the gentleman

Mr. DOUGHTON.
15 minutes more.

Mr. PERKINS. Will the fund ultimately become approxi-
mately $32,000,000,000? .

Mr. SAMUEL B. HILL. That is the estimate of the
actuaries.

Mr. PERKINS.
ment bonds?

Mr. SAMUEL B. HILL. It will be, provided there are
enough bonds to take it up. If there are not, there i3 pro-
vision that the Secretary of the Treasury issue special obli-
gations that are nontransferable, nonassignable, so as to
carry the investment. The obligation is on the Treasury to
keep the fund invested, and if it does not keep it invested,
except so much as is necessary for current expenses, it would
be chargeable with the interest on it just the same.

Mr. PERKINS. The Government debt would have to be
$32,000,000,000 to keep the fund going.

Mr. SAMUEL B. HILL. Probably.

Mr. PERKINS. And it would have the beneficlal effect
of wiping out persons ngw exempt from taxes by reason of
tax-exempt securities.

Mr. SAMUEL B. HILL. Yes.

Mr. SIROVICH. And it would force that money into trade
and help industry and commerce in that respect.

And that fund will be invested in Govern-
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Mr. SAMUEL B, HILL. Yes; where income taxes could
be collected.

Mr. MAY. Mr. Chairman, will the gentleman yield?

Mr. SAMUEL B. HILL. Yes.

Mr. MAY. And instead of remaining frozen, it would be
liquid. I want to know what difference there is in the
principle involved in the mechanics of this bill in setting up
these reserves, and the practice now indulged in by sub-
stantial insurance companies in connection with the issuance
of old-age annuities.

Mr. SAMUEL B. HILL. I take it there is a close parallel.
The reserve is built up on the actuarial estimates such as
those upon which insurance funds are built, only this
probably is much larger than any individual insurance fund.

Mr. Chairman, title II of the bill is the biggest thing in
the bill. It is the most important thing in it, and when
you are striking at title II, you are striking at the keystone
of the arch, which supports the social-security program of
the administration. It is the biggest thing in the bill, and
probably that is why my friend from Massachusetts [Mr.
Treapway] is leveling his fire upon that one particular
section.

Mr. JENKINS of Ohio.
yield?

Mr. SAMUEL B. HILL. Yes.

Mr. JENKINS of Ohio. The gentleman may have dis-
cussed this proposition, but the gentleman does not main-
tain, does he, that title IT is necessary, that we must have
title IT in order to have old-age pensions?

Mr. SAMUEL B. HILL. Certainly not. And it is not
necessary to have unemployment compensation, but it is
necessary to have both of them if you are to have a rounded-
out program of social security.

Mr. JENKINS of Ohio. Many people thirik, and I am one
of them, that old-age pensions is the primary subject in
this bill. I think the country is more interested in old-age
pensions than in all the rest of the bill. The gentleman
takes the position that title II is the heart of the bill, but I
maintain that it is not.

Mr. Chairman, will the gentleman

Mr. SAMUEL B. HILL. And probably the country is not |

so familiar with this subject as with the old-age pension
proposition, and probably that is why the people are not
giving greater attention to old-age benefits.

Mr. DOUGHTON. And is it not a fact, if title II is
stricken from the bill, and title I is left in the bill, that this
burden will grow so rapidly and so enormously that it will
be an unbearable burden on the taxpayers of the country
generally in a few years.

Mr. SAMUEL B. HILL. That is true.

Mr. DOUGHTON. And if we do not prepare for setting

aside these reserves for old-age pensions, if we depend upon
the Federal Treasury for old-age pensions, and the extent
to which it will grow, how does the gentleman think a tax
would be raised to finance it?
. Mr. JENKINS of Ohio. The chairman indicates that he
directs that question to me. - If in these days of depression
we assume to pay an old-age pension throughout this coun-
try, and make it practically compulsory, and can do so, then
I say it is not necessary for us to run forward and borrow a
whole lot of trouble 50 years from now.

Mr. DOUGHTON. Oh, these old-age annuities will come
before any 20 years or 50 years or even 10 years.

Mr. SAMUEL B. HILL. This old-age benefit title, title
II, is designed specifically to make men as nearly self-sup-
porting in their old days as is possible, by giving them this
opportunity for thrift, to lay up something that will bring
them in an annuity in their old days.

On the question of what it would cost under the provi-
sions of this bill for the old-age pension alone, as I recall

- the figures, at the present rate fixed in the bill it would,
in the course of a generation or so, be costing the Govern-
ment $1,800,000,000 or $1,900,000,000 a year for the old-age
pensicns alone, whereas if we have this provision that is
self-supporting, we reduce that to $500,000,000.

Mr. MAY. Will the gentleman yield?

Mr. SAMUEL B. HILL. I yleld.
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Mr. MAY. I was wondering if title II was not designed
by the committee for the principal purpose of gradually
eliminating some of the direct old-age pensions, as tha
annuity fund increases.

Mr. SAMUEL B. HILIL. That is true.

Mr. MAY. And that in the end it will help to reduce,
rather than enlarge the responsibility of the Government
for old-age pensions.

Mr. SAMUEL B. HILL. That is true. Of course, it will
take a long term of years, but this is a long forward-view
proposition.

Mr. MAY. I imagine the gentleman and his committee
have figsured out some period of years, long in advance
when it would reach the apex, and level up that situation.

Mr. SAMUEL B. HILL. Yes. Of course, it does not take
care of all the aged. They are not all included. Probably
not over half of them are included, but it will take care of
that great class, the workers, along about 1965 or 1970. It
will put them on practically a self-supporting basis.

Mr. MAPES. Will the gentleman yleld?

Mr. SAMUEL B. HILIL. I yleld.

Mr. MAPES. I should like to ask the gentleman a ques-
tion about t:e unemployment-insurance provision. This
may be an old question to the gentleman and the members
of the Ways and Means Committee, but this thought has
occurred to me. Employers are given a credit of 90 percent
on the Federal tax if they pay a similar tax to the States.
As I understand it, there is no unemployment insurance
paid to anyone, unless the States pass legislation providing
for it in their respective States.

Mr. SAMUEL B. HILL. That is true.

Mr. MAPES. Is it the gentleman’s idea that the States
will attempt to meet the cost of the unemployment insur-
ance by a State tax, or that all of the money to take care
of the unemployment insurance in the different States will
be collected by the Federal Government, and that the Fed-
eral Government will then turn over sufficient funds to the
individual States to meet the cost of administering their
State laws?

Mr. SAMUEL B. HILL. The Federal Government turns
over no money at all to the States under the unemployment
compensation title. This bill would levy a 3-percent tax
upon the employer, based upon his pay roll. That is a 3-
percent tax on all employers throughout the United States.

Mr. MAPES. How is that collected?

Mr. SAMUEL B. HILL. Through the office of the Com-
missioner of Internal Revenue, in the ordinary way of tax
collection.

Mr. MAPES. Then why does the gentleman say the
Federal Government will not turn any money over to the
States?

Mr. SAMUEL B. HILL. That is exactly the situation.
They paid that money into the Treasury, and all the money
that comes to the Federal collector from that tax goes into
the Federal Treasury. I think I can explain what the gen-
tleman has in mind. An employer who pays this tax or is
charged with it, in order to get credit against the tax must
have contributed to the State-unemployment fund, which is
levied, of course, by the State, and he will be entitled to 8
credit up to 90 percent of his 3-percent Federal tax, if he has
paid that much into the State.

Mr. MAPES. The particular point I had in mind was
this, that inasmuch as the employers would be credited for
only 90 percent of the Federal tax no matter how much
they paid to the State, there would not be any State legis-
lation as far as the tax is concerned, because the employers
in all of the States would object to the State legislation
inasmuch as they would have to pay 10 percent, at least, of
the Pederal tax. )

Mr. SAMUEL B. HILL. The employer, of course, pays
that tax, and the 10 percent which the Federal Govern-
ment takes in any event, and that is the least it will get,
goes into the Federal Treasury, but it Is provided that the
Federal Government shall contribute to the cost of State
administration of its unemployment compensation act. I
did not speak quite correctly when I said the Federal Gov-
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ernment would not pay the States any money. It does pro-
vide that out of that 10 percent in the Federal Treasury
there shall be paid to the States the amounts estimated to
be necessary to pay the administration cost of the unem-
ployment compensation act.

Mr. MAPES. Is it the gentleman’s thought that the
States will levy a tax on their own account, or will they
look entirely to the funds collected by the Federal Govern-
ment for the amount necessary to meet their unemployment
insurance?

Mr. SAMUEL B. HILL. There is no such provision in
this bill. ‘The Federal Government does not pay any un-
employment compensation at all ‘

Mr. MAPES. I understand that, but it seems to me that
all the States, as soon as they can get to it, will pass legis-
lation which will provide for unemployment insurance.

Mr. SAMUEL B. HILL. I think that is true. That is the
hope.

Mr. MAPES. The question in my mind is this: Does the
gentleman and the other members of the Ways and Means
Committee think that in that case provision will be made
for raising sufficient funds to pay the insurance, or will the
States all look to the Federal Government to raise the
money? It seems to me that the tendency of the employers
in every State will be to resist legislation which will require
the money to be raised under the State laws, because of

this differential of 10 percent in the amount they have to

pay.

Mr. SAMUEL B. HILL. I hardly think that result will
follow. As I say, this 10 percent is kept for administration
purposes, largely. In any event, there is not any doubt as
to the Federal Government having authority to llevy this
excise tax upon the employers.

It is in this bill now. If it becomes a law, they will have
to pay that tax if they are going to get any benefit from
stabilizing their employment and stabilizing their own in-
dustries. It is to their interest to have State compensation
laws whereby they can get a credit up to 90 percent of this
Federal tax. Unquestionably the inducement will be for
them to urge rather than to resist State legislation estab-
lishing unemployment compensation acts.

Mr. MAPES. It seems to me, up to the point where the
tax is provided, that that will be the urge; but if that State
can get this unemployment insurance without levying any
tax on its own employers, it seems to me it will take this
course.

Mr. SAMUEL B. HILL. They cannot get it. That is just
the rub; they cannot get it.

Mr. MAPES. 1Is it not left entirely to the discretion of
this board which is created as to whether or not it will
accept the legislation of the State in that respect?

Mr. SAMUEL B. HILL. There are certain requirements
set out here that must be provided in State legislation.
When these requirements have been incorporated in any
State plan, the board will approve the plan.

Mr. MAPES. I wondered if the witnesses before the gen-
tleman’s committee and the members of the committee had
reached any judgment as to what the tendency in that re-
spect would be.

Mr. SAMUEL B. BILL. Let me explain the situation to
the gentleman from Michigan in this way: In the first place,
why is it necessary to levy a 3-percent Federal tax? Why
not just leave this whole thing to the States individually and
let the Federal Government stay out of it? This is the rea-~
son why the Federal Government is levying this tax: If the
State of Michigan, for instance, wanted to enact a State un-
employment compensation act, very likely part of the burden
would be thrown upon the industry of that State and part
of the rest of it would be thrown upon the employees; but
the burd>n would fall upon the industry of the State very
largely.

[Here the gavel fell.l

Mr. DOUGHTON. Mr. Chairman, I yield the gentleman
5 additional minutes.

Mr. SAMUEL B. HILL. It is to keep down unfair compe-
tion between the industries of different States,
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Mr. MAPES. I understand that feature, but there is this
differential of 10 percent which the employer will have to
pay extra over the State law if the State law provides a tax.
If the State law is passed without any provision for a tax,
then the State can get all the money from the Federal
Government that is necessary.

Mr. SAMUEL B. HILL. The State probably will get most
of it, because it will take practically all this 10 percent to
pay the cost of administration throughout the various States.

Mr. CRAWFORD. Mr. Chairman, will the gentleman
yield?

Mr. SAMUEL B. HILL. I yleld.

Mr. CRAWFORD. Let us assume that I have a $100,000
pay roll, and I send in to the State my certified check for
$3,000 covering 3 percent; must I then send an additional
$300 check to the Federal Treasury, in that in making out
my return I show a liability for $3,000, my $2,700 credit,
which is 90 percent, and then there remains $300 for the
Federal Treasury.

Mr. SAMUEL B. HILL. ‘That is right.

Mr. CRAWFORD. Thus cesting me in all $3,300 instead
of $3,000?

Mr. SAMUEL B. HILL. Not necessarily that. ‘They might
put the State tax down to 2.7 instead of 3.

Mr. CRAWFORD. Then I would receive credit for only
90 percent of the $2,700?

Mr. SAMUEL B. HILL. No; the gentleman would get
credit up to 90 percent of the Federal tax. If you paid
more than 3 percent you could not get credit for more than
90 percent of the Federal tax, but if you paid just exactly
90 percent of the Federal iax to your State, you would get
credit for the State tax.

Mr. CRAWFORD. I might pay 20 percent of the tax
assessed by the State rather than the tax which I had paid
to the State.

Mr. SAMUEL B. HILL. I do not know whether I quite
follow the gentleman or not. Let me put it in a different
way. The Federal tax is 3 percent. Whatever you pay to
the State you will get credit for up to 90 percent of that 3
percent.

Mr. CRAWFORD. There is no way they can charge me
in total for both State and Federal taxes in excess of 3
percent of my pay roli?

Mr. SAMUEL B. HILL. Yes; the State could put a 4-per-
cent tax or you if it wanted to, but you would get credit
for only 2.7 of the 3-percent Federal tax. This is a matter
of State administration. In fact, all these titles except-title
II are administered by the States.

Mr. SIROVICH. And, if the gentleman will yleld, it puts
all States on a parity.

Mr. SAMUEL B. HILL. Yes; that is the point. This 8
percent keeps down discrimination and competition.

Mr. SIROVICH. Exactly.

Mr. SAMUEL B. HILL. As between States having and
not having unemployment compensation acts.

Mr. McGROARTY. Mr. Chairman, will the gentleman
yield that I may ask one question to relieve my own mind
and conscience?

Mr. SAMUEL B. HILL. I yield.

Mr. McCGROARTY. The gentleman stated that this bill
was very difficult to understand. I find it so, and I vant
his advice to me as a colleague. The bill has just come into
my hands and into the hands of the Members of the House.
I understand I have 20 hours in which to study it before I
must cast my vote on it. With my little brain, that time
is not sufficlent.

Mr. SAMUEL B. HILL. I am sure the gentleman is
entirely too modest.

Mr. McGROARTY. Would the gentleman advise me to
vote for the bill—I belong on this side of the House-—with-
out understanding t?

Mr. SAMUEL B. HILL. I am not the gentleman’s mentcr,
and I must decline to advise him. I recommend the bill to
him, however. [Applause.)

{Here the gavel fell.]
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Mr. WOODRUFP. Mr. Chalrman, I yleld 20 minutes to
the gentleman from Minnesota [Mr. KNuTsON].

Mr. KNUTSON. Mr. Chairman, I am heart and soul with
the aims of this legislation. To me there is nothing more
tragic than dependent old age, and dependent crippled and
neglected children. I am extremely sorry that I cannot go
along with the majority in this instance, because they have
worked long and diligently on the measure that is now
before the Honse. It is a deflnite improvement over the
original bill which was presented to the Ways and Means
Committee nearly 3 months ago. I had much hesitancy in |
submitting a minority report because, due to illness, I was
not able to regularly attend committee meetings while the
measure was under consideration, but nevertheless I fol-
lowed the committee’s work closely.

I shall endeavor to set out as briefly as possible my ob- ]
jections to this economic security bill in its present form.

The measure is divided into nine substantive titles, as
follows:

Title I, providing a Federal grant in aid to meet one-half
the cost of State old-age pensions for persons of 65 years
of age or over who are in need.

Titles IT and VIII, relating to old-age annuities for cer-
tain classes of workers, and imposing a pay-roll tax on em-
ployers and employees to meet the cost thereof.

Titles III and IX, relating to unemployment compensa-
tion, and imposing a tax on pay rolls in connection there-
with,

Titles IV, V, and VI, making appropriations for aid to the
States in the care of dependent children, for maternal and
child-welfare work and for public health generally.

I am opposed to titles iI, III, VIII, and IX.

The social security bill is a great step forward in soci-
ology, because it is a distinct recognition by our country of
the necessity for nationally securing old age against want,
and it indicates an acknowledgment that society owes an
obligation in the care of crippled and dependent children.

CONFUSION OF SUBJECTS IN THE BILL

The measure under consideration should be broken down
into several separate bills tc avoid multiplicity of subjects in
this one bill. In its present form, the bill is cumbersome
and highly complex.

OLD-AGE PENBIONS

Insofar as the bill provides reasonable assistance to the
States In meeting the cost of old-age pensions for those in
need, its purpose is worthy and has my support. Nor can
there be any objection to aiding the States in caring for
dependent children, in providing for maternal and child
health, and for public health generally. The cost of these
projects would not be excessive, and can be met out of the
general revenues of the Treasury.

To call upon the States to provide suitable pensions for
the aged in this present economic depression is merely an
attempt to shift the responsibility which must be borne by
our National Government. Some States are now already
bankrupt and in default on pensions now past due under
their present wholly inadequate pension laws. Any attempt
to rely upon the States in any old-age-pension plan will
defeat the very object we seek to attain.

The administering of the proposed economic-security bill
will result in discrimination because people who live in
States with financial conditions satisfactory will receive
benefits far beyond and out of proportion to the benefits
given to citizens of a State which is bankrupt and unable to
participate under the provisions of the administration
proposal,

For instance, in the State of North Dakota, a pension
which became due a certain pensioner for the entire year
of 1934, amounting to $150, was not paid because it could
not be paid and finally, on January 3, 1935, pensioner was
obliged to accept a mere pittance of $3.96 in full payment
of that $150 obligation. In this kind of a situation, how
could the State of North Dakota take advantage of the
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May I ask the gentleman from North Dakota, If he votes
for this legislation, how is he going to make his people be-
lieve that he has voted to give them relief?

Mr. BURDICK. Will the gentleman yleld?

Mr. KNUTSON. I yleld to the gentleman from North
Dakota.

Mr. BURDICK. Has the gentleman any figures in refer-
ence to the income from old-age pensions last year in the
State of Minnesota?

Mr. KNUTSON. I have it here, yes. In Rhiinnesota the
old-age-pension law is optional.

Mr. KELLER. What does the gentleman mean by
“ optional ”?

Mr. KNUTSON. It is up to the counties whether they
will grant an old-age pension.

Mr. BURDICK. Then there is none in the State law?

Mr. KNUTSON. No. We have no State pension.

Mr. BURDICK. Aslittle as our pension is, is it not better
than that existing in the gentleman’s State? [Applause.]

Mr. KNUTSON. If anyone can find it in his heart to
enplaud the payment of $3.96 for a year’s pension, I suggest
that they move over to China where the people live on
dried fish and rice.

Mr. SIROVICH. Still it is better than the gentleman’s
State, which is nothing.

Mr. KNUTSON. How does the gentleman know?

Mr. SIROVICH. Because it was stated that the gentle-
man’s State gives optional pensions and the counties give
nothing.

Mr. KNUTSON. I am sorry that the gentleman’s power
of understanding is so limited.

Mr. SIROVICH. It is very good. Will the gentleman
state it himself?

Mr. JENKINS of Ohfo. Will the gentleman yleld?

Mr. KNUTSON. I yleld to the gentleman from Ohio.

Mr. JENKINS of Ohio. According to the table here, it
shows that Minnesota last year paid pensions to 2,655
persons and that there are 94,000 eligible; also that the

.average rate of pension was $13.20 per month and that the

yearly total paid was $420,936.

Mr. KNUTSON. That is correct. The gentleman from
New York will find that table on page 5 of the committee
report.

Mr. ROBSION of Kentucky. Will the gentleman yleld?

Mr. KNUTSON. I yleld to the gentleman from Xentucky.

Mr. ROBSION of Kentucky. I understand the point that
the gentleman from Minnesota makes is that probably North
Dakota will not be able to meet the conditions of this bill and
will not get any of this relief.

Mr. KNUTSON. Why, North Dakota is not the only
State that cannot avail itself of the provisions of this bill
Montana cannot, and_neither can the State of Oregon, and
I doubt very much if the State of Mississippi can.

Mr. McGROARTY. And California.

Mr. KNUTSON. And probably California cannot. I
presume if the matter were gone into fully it will be found
that more than half of the States will be unable to take
advantage of the legislation.

Mr. Chairman, that is the reason I am protesting
against it, because it is an illusion bigger than anything
we have had since the great Mississippl bubble.

Mr. VINSON of Kentucky. Will the gentleman yield?

Mr. KNUTSON. I yleld to the gentleman from Ken-
tucky.

Mr. VINSON of Kertucky. Referring to California and
the same table to which the gentleman made reference a
moment ago, it shows that at the present time there are
19,309 persons in California receiving an average pension
of $21.16 per month, or a total of $3,502,000.

Mr. McGROARTY., When was that?

Mr. VINSON of Kentucky. That is for the year 1934,

Mr. SIROVICH. Is there anything for North Dakota in
there in that same connection?

Mr. VINSON of Kentucky. The table shows that in North
Dakota no pension is being paid.
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Mr. DISNEY. Will the gentleman yield?

Mr. KNUTSON. I yleld to the gentleman from Oklahoma.

Mr. DISNEY. Is it the gentleman’s theory that we
should absolve the States from any participation at all in
connection with old-age pensions and put the entire burden
on the Federal Government?

Mr. KNUTSON. It is.

Mr. DISNEY. If so, how far can the gentleman visualize
that theory going?

Mr. KNUTSON. I may say to the gentleman why I feel
that the Federal Government should shoulder the entire
burden. Under the plan proposed by the administration you
have discrimination in favor of people who live in States
that are satisfactorily set up financially, and who will receive
benefits far above the benefits received by people living in
bankrupt States. Therefore I call it discrimination. Now,
how can you discriminate between American citizens? In
other words, you should not penalize some because they live
in North Dakota or Montana.

Mr. VINSON of Kentucky. Or Minnesota.

Mr. KNUTSON. Or Minnesota or Kentucky. That is what
you are proposing to do in this legislation. It is discrimina-
tion, and that is why I am protesting against this bill in
its present form,

Mr. DISNEY. Is the gentleman going to solve all the ills
of mankind by the process of the Federal Government,
thereby relieving the local governments? From the stand-
point of discrimination, nothing is equal.

Mr. KNUTSON. We might just as well pay the money
out in pensions as to spend it for windbreaks.

Mr. DISNEY. That is not an answer to the question.

Mr. KNUTSON. We might better pay the money out in
pensions than to create relief maps showing the movement
of peoples in the second millennium in the Mediterranean
and the Euphrates areas. I understand that they prepared
one up in New York that cost the price of 18,000 tons of hay
and yet our cattle in Minnesota are being shot because there
is no feed for them. [Applause.]

Mr. WADSWORTH. Has the gentleman given any con-
sideration to rhythmic dancing?

Mr. KNUTSON. Let me say that about all they will get
out of this legislation will be rhythmic dancing.

Mr. McGROARTY. Who will pay the piper?

Mr. KNUTSON. The music will be furnished with skulls
and cross bones.

Mr. PERKINS. Will the gentleman yield?

Mr. KNUTSON. 1 yield to the gentleman from New Jer-
sey.

Mr. PERKINS. As I understand this bill, all employsrs
are taxed, whether the employees are in his State or not,
and there is also the system of unemployment relief.

Mr. KNUTSON. Certainly, that is-true.

Mr. PERKINS. So that if a State does not set up a sys-
tem of unemployment relief, the employers pay and con-
tribute to other States?

Mr. KNUTSON. Yes.

Mr. PERKINS. And the purpose of the bill is to induce
each State to set up a system of unemployment relief?

Mr. KNUTSON. Not to induce—to coerce. There is a
distinction between the two words.

Mr. PERKINS. May I ask the gentleman another ques-
tion?

Mr. KNUTSON.  Yes.

Mr. PERKINS. How is this so-called “ 9 percent on the
pay roll ” figured? I have not quite understood that.

Mr. ENUTSON. The gentleman should not ask a mem-
ber of the committee too many embarrassing questions be-
cause there is not a man on the committee that really
understands this bill. It was drawn by members of the
“ prain trust ”, many of whom, probably, had never earned
a dollar in their lives and they are not earning anything
now—theorists, college professors, young whippersnappers,
some of them not dry behind the ears. [Laughter.] Al-
though I will say that the Ways and Means Committee has
greatly improved the measure that the “brain trust” sent

up to us.
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Mr, PERKINS. On page 5 of the committee report it ap-
pears that the number of pensioners in the United States
is 180,003 and the number of eligibles in 1930 was 2,330,390.

Mr. KNUTSON. That is the number of those over the age
of 65. The gentleman has brought up another matter. Is
there anyone in this House—do you, Brother MCGROARTY,
believe it is going to help the unemployment situation to
limit the benefit of this legislation to those who have passed
the age of 65?

Mr. McGROARTY. No; and especially it will not in 1970.
They will not be here.

Mr. KENUTSON. No; we will not be here and there will
not be many of us left. [Laughter.]

*4r. McGROARTY. Mr. Chairman, will the gentleman
yield?

Mr. KNUTSON. Yes.

Mr. McGROARTY. The gentleman who preceded the
gentleman now speaking, a member of the Ways and Means
Committee, said this bill is very difficult to understand.

Mr. KNUTSON. Oh, we all admit that.

Mr. McCGROARTY. The gentleman is a member of the
committee, is he not?

Mr. KNUTSON. Yes; and I do not understand it.

Mr. MCcGROARTY. Then how, in the name of God, do
they expect me to understand it on 20 hours’ notice? That
is what I want to know.

Mr. KNUTSON. Well, you are supposed to take it on
faith.

Mr. McCGROARTY. Can it not be put over until the next
Congress and give us some time to study it?

Mr. KNUTSON. What you should do is to go down and
talk to the authors of the biil, and you might get some
information.

Mr. McCGROARTY. Please give me their names.

Mr. KNUTSON. Well, they are given here in the report.
They are a lot of college professors.

Mr. McGROARTY. I refuse to talk to college professors.
Give me the names of some practical people. [Laughter.}

Mr. KNUTSON. Well, go down and talk to William Green,
president of the American Federation of Labor. He is a
good, level-headed man.

Mr. MCGROARTY. Yes

Mr. KNUTSON. But he is about the only one I see here
in whose judgment I have full confidence.

Mr. FITZPATRICK. Mr. Chairman, will the gentleman
yield?

Mr. KNUTSON. Yes.

Mr. FITZPATRICK. What is the gentleman’s plan to take
care of the unemployment in this country? ’

Mr. KNUTSON. What is my plan?

Mr. FITZPATRICK. Yes.

Mr. KNUTSON. Reassure industry.

Mr. FITZPATRICK. How?

Mr. KNUTSON. By removing all the uncertainty that you
folks have created. Let us assure industry and we will end
unemployment in a short time.

Mr. FITZPATRICK. You had the opportunity from 1929
to 1933 and you did not remove it under the previous admin-
istration, but increased it.

Mr. KNUTSON. As I have told you on previous occasions,
this depression is due to the war—the war that you folks
promised to keep us out of. [Laughter and applause.]

Mr. FITZPATRICK. Why did you not cure the situation
in 4 years?

Mr. KNUTSON. Because during the last 2 years of Mr.
Hoover’s administration we had a Democratic House and
you folks were determined that there should be no recovery
until after the election of 1932,

Mr. LUNDEEN. Mr. Chairman, will the gentleman yleld?

Mr. KNUTSON. 1 yleld.

Mr. LUNDEEN. I the gentleman will permit, I under-
stand the statement was made by the gentleman from Wash-
ington, in reference to a national bill, that the cost of such
a bill would exceed $10,000,000,000. The report on the bill
(H. R. 2827, to which I have called the attention of the
Members, shows that the economists and other authoritiey
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state that the minimum cost would be $4,060,000,000 and
not to exceed $5,800,000,000, as given by the economist Dr.
Gilman, of the City College of New York, and I thank the
gentleman for an opportunity to correct that statement.

Mr. VINSON of Kentucky. Mr,. Chairman, will the gentle-
man yleld?

Mr. KNUTSON. I yleld.

Mr. VINSON of Kentucky. Referring to the members of
the Advisory Council, if my memory serves me correctly, the
gentleman from Minnesota represented that Mr. Nordlin,
who appeared before the committee and testified on behalf
of title I and particularly in favor of granting aid to States
for old-age pensions, was A no. 1 in every particular, and I
believe he happens to come from Minnesota.

Mr. KNUTSON. Yes; and atter Senator Nordlin testified
he called at my office and I asked him how mapy times he
had been called in, and, as I recall, he said twice in 6 weeks.

Mr. VINSON of Kentucky. But we can follow Mr. Nord-
lin’s testimony, can we not?

Mr. KNUTSON. We can; yes. You can follow Mr. Nord-
lin’s testimony. He is & fine gentleman.

Mr. VINSON of Kentucky. And Mr. Nordlin is for the bill
and particularly stressed title I, granting aid to States for
old-age pensions.

Mr. KNUTSON. As the gentleman will recall, Mr. Nordlin
applauded the purposes of the bill——

Mr. VINSON of Kentucky. The statement of Mr. Nord-
lin——

Mr. KNUTSON. I am sorry, but I cannot yield further.

Mr. VINSON of Kentucky. When I get hold of the printed
page I notice the gentleman finds it convenient not to yield,
but I shall insert in my remarks the statement he made that
the Fraternal Order of Eagles that he was representing is
very strongly back of the proposition of grants and aids to
the States in order that these pension systems may be con-
tinued. ‘That is just one thing he said that was very splendid.

Mr. DUNN of Pennsylvania. Will the gentleman yield?

Mr. KNUTSON. I yield.

Mr. DUNN of Pennsylvania. Has the gentleman from
Minnesota read the bill H. R. 2827, introduced by the gentle-
man from Minnesota [Mr. LuNDEEN].

Mr. ENUTSON. I do not want to be diverted by discuss-
ing other legislation.

Mr. DUNN of Pennsylvania. I think that would take
care of the situation if enacted into law.

Mr. KNUTSON. Well, it would not be the first good thing
that has come out of Minnesota. My idea of this legisla-
tion would be something that would aid recovery, something
that would lift the burden of industry and remove all
uncertainty.

Mr. FITZPATRICK. Will the gentleman tell us what will
do it?

Mr. KNUTSON. You are not going to do it by putting
a 9-percent.tax on pay rolls, and that is what you are doing
here. You are going to further increase unemployment by
this legislation. You must take some other method than
you are pursuing here. My heavens, you have tried every-
thing but mustard plasters. [Laughter.l

Mr. FITZPATRICK. Will the gentleman give us his plan?

Mr. KNUTSON. You cannot justify a humilitating fail-
ure by asking me what I would do in a situation not pre-
sented to me for solution. That task is yours.

Under the unemployment-insurance title employers pay a
tax on the pay roll for the calendar year of 1 percent, 2 per-
cent for 1937, and 3 percent for the calendar year 1938, and
each year thereafter.

According to the committee’s own report, this means an
additional burden on industry of $228,000,000 the first year,
and that is going to gradually increase until you put an
additional annual burden on industry of $900,000,000, or 90
cents for every minute since the Christian era.

(The time of Mr. KNurson having expired, he was given
10 minutes more.)

Mr. ENUTSON. Now, under the contributory provision,
the employers pay another pay-roll tax of 1 percent for 1937,
reaching 3 percent in 1949. That tax puts an entire burden
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of $280,000,000 on industry the first year, and gradually
creeps up to $900,000,000. There you have $1,800,000,000 tax
burden in the two taxes, which is another thing this bill does,
Such a burden would not alone retard business recovery but
would increase unemployment,

Mr. FITZPATRICK. Will the gentleman yield for another
question?

Mr. KNUTSON. No; I decline to yield to the gentleman,
He does not ask questions to get information, but merely
to embarrass the speaker. If the gentleman were truly
seeking light I would be glad to have him ask his question,
but he is not. He will follow the orders he gets from down
at the other end of the Avenue regardless of where such
orders may lead him.

Mr. ROBSION of Kentucky. Mr. Chalrman, will the
gentleman yield?

Mr. KNUTSON. Yes.

Mr. ROBSION of Kentucky. It has been sald here that
these funds will be built up to amount to $32,000,000,000,
Can any of that principal be used as the years go by to meet
these annuities, or is it limited only to the income from that
fund?

Mr. KNUTSON. By the time that fund is created, if the
Republicans are not then in power, the money will probably
be used in operating the Government,

Mr. ROBSION of Kentucky. There is one other question.
Is one entitled to participate in any of these annuities of
unemployment insurance unless he has had § years of em-
ployment?

Mr. KNUTSON. I think that is required.

Mr. VINSON of Kentucky. Oh, not for unemployment
insurance.

Mr. ROBSION of Kentucky. I am speaking of annuities,

Mr. VINSON of Kentucky. The payment of annuities
does not begin until 1942. That is correct.

Mr. ROBSION of Kentucky. It has been stated that there
are something like 13,000,000 workers in this country be-
tween the ages of 45 and 65, and we know, especially in the
mining industry and in railroad work, that when you seek
initial employment in the coal mines or on the railroads, you
must sign a card that you are under 45 years of age. What
is there in this bill to take care of those 13,000,000?

Mr. KNUTSON. There is nothing in this bill to take care
of them. That is another shortcoming of this legislation.
When a person is unemployable he is unemployable, whether
he be 45 or 65, and they should be treated alike.

Mr. ROBSION of Kentucky. When will anyone get any
of this old-age pension, provided the States will cooperate?
When will the first payment be made?

Mr. KNUTSON. I think in some of the States it will go
to the heirs. Here is another thing you are doing here. You
are proposing to set up a new bureau. Of course, I realize
that that is your long suit—setting up new bureaus. You
were strong against them before election, but stronger than
horse radish for them since. You are going to have a new
bureau to administer this fund. Nouw, let us see, what is the
name of that bureau?

Mr. WADSWORTH. The Security Commission.

Mr. KNUTSON. Oh, no, that is another bureau. ‘The
gentleman has the two confused and I do not blame him,
because there are so many of them. What is the neme of
this bureau?

Mr. TABER. The Social Security Bureau.

Mr. KNUTSON. To be sure. I think I know what quali-
fications will be necessary for a job with that Bureau, but
I shall not touch on that now. We now have the Veterans’
Administration that is admirably and fully equipped to
handle this old-age-pension fund. The Veterans’ Bureau is
handling all other pension matters, including the Federal
retirement fund, but I suppose the opportunity for creating
another bureau was just too great a temptation to resist,
There is one thing I admire about you folks, and that jis
your ability to think up new jobs.

As I see it, the prime need of the hour is business re-
covery. This unemployment insurance and this annuity plan
a. best are but experiments. There i3 no immediate burry
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for any of this legislation, save old-age pensions, because if
we do pass the bill, it cannot possibly go into effect until
1937 or probably several years thereafter.

Mr. DONDERO. Mr. Chairman, will the gentleman yield?

Mr. KNUTSON. Just let me finish my thought, please.
Why do we not break down this bill into four measures, and
let each one stand on its own bottom. There is no connec-
tion between old-age pensions and unemployment annuities.
Let us pass an old-age-pension bill that will give adequate
relief to the aged.

Mr. MARTIN of Colorado.
what I am looking for.

Mr. KNUTSON. I would say $50 or better a month.

Mr. MARTIN of Colorado. To how many people?

Mr. KNUTSON. I am speaking of individuals.

Mr. MARTIN of Colorado. The gentleman is willing to
give them $50 a month?

Mr. KNUTSON. That would be the minimum. I would
give them ecnough. Up in our country a person cannot live
in comfort for less than $100 a month where they have to
pay rent and buy fuel.

Mr. MARTIN of Colorado. That sounds all right, but
how many pecple are you going to take in on that?

Mr. KNUTSON. How many would the gentleman be in
favor of taking in?

Mr. MARTIN of Colorado. Let me tell the gentleman.

Mr. KNUTSON. My time is running. Please let me get on.

M:. MARTIN of Colorado. I will tell the gentleman when
I get the floor.

Mr. KNUTSON. I will be glad to hear the gentleman.

Mr. DONDERO. Will the gentleman yield for a short
question?

Mr. KNUTSON. I yleld.

Mr. DONDERO. I am serfously concerned, representing a
district in which considerable industry exists, whether or
not the gentleman’s committee gave any consideration to
the possibility of how industry will raise this money to pay
this 9-percent pay-roll tax. Can the gentleman answer that?

Mr. KNUTSON. We are just going to open the goose and
see how many golden eggs she contains, That is what this
bill will do. It will close all factories. It will do just
exactly what the N. R. A. did, only much worse. Does that
answer the gentleman’s question? [Laughter.)

Mr. TREADWAY. Will the gentleman yield?

Mr., KNUT'SON. 1 yield.

Mr. TREADWAY. How long will that goose last, with the
golden eggs?

Mr. KNUTSON. Well, I do not think it will last beyond
one meal.

Mr, COOPER of Tennessee.

Mr, KNUTSON. I yield.

Mr. COOPER of Tennessee. ‘The gentleman is a distin-
guished member of the Ways and Means Committee, and, of
course, was bresent at the hearings. I would like to have
the gentleman tell the House how many industrial leaders
of this Nation appeared before the committee in opposition
to this bill?

Mr. KNUTSON. Well, you know the industrial leaders
do not dare to come to Washington and talk against any
legislation——

Mr. COOPER of Tennessee. Very well. Can the gentle-~
man answer the question or not?

Mr. ENUTSON. I am telling the gentleman why they
do not come.

Mr. COOPER of Tennessee. How many people, speaking
for industry, appeared in opposition to the bill?

And what is that? That is

Will the gentleman yield?

Mr. KNUTSON. Oh, the gentleman knows why they did
not appear.

Mr, COOPER of Tennessee. They appear here on every-
thing else.

Mr, KNUTSON. The gentleman knows why they did not

appear.
Mr, COOPER of Tennessee. How many of them were
here?

Mr. KNUTSON. None.
Mr. COOPER of Tennessee. Very well.
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Mr. KNUTSON. Because if they had appeared the
R. F. C. would have called their loans.

[Here the gavel fell.)

Mr. TREADWAY. Mr. Chairman, I yleld the gentleman
from Minnesota 5 additional minutes.

Mr. KNUTSON. The gentleman from Tennessee [Mr,
Coorer] knows why they did not appear. They did not dare
to appear. That is plain. Certainly Mr. Emery appeared,
and, in a very temperate statement, stated as forcibly as he
dared, his opposition to this bill. You know that he repre-
sented American manufacturers, many of whom are prob-
ably beholden to the Reconstruction Finance Corporation or
some other governmental agency, or some bank on which the
R. F. C. has a stranglehold. Yf you will read Mr. Emery’s
statement, you will find that he seriously doubted the wis-
dom of this legislation and called particular attention to the
fact that industry could not carry the additional burdens we
were proposing to impose upon them.

Delay in the present situation is dangerous. Under the
proposal in the administration bill pensions cannot become
effective for 2 or more years in those States wherein the
legislature has already adjourned without having made any
proper or adequate provision to enable such States to par-
ticipate.

The Federal Government has no power to compel any
State to adopt laws in accordance with this proposal by the
administration, or to enact any pension law, and in any
State which does not adopt a penison law to conform to the
proposed measure, there can be no immediate pension relief
for the aged, and these old people must be taken care of now.

Aside from these practical considerations entering into the
tax features of this proposal, there is also a grave question
of constitutionality, particularly in the case of the joint tax
on employer and employee for the purpose of setting up a
fund for the payment of retirement annuities.

Congress may impose taxes only to provide revenue for the
Government. ‘This tax on its face is not for the purpose of
providing revenue for Federal purposes, but it is simply an
enforced contribution for the benefit of a certain class of
persons.

COMPULSORY CONTRIBUTORY ANNUITIES AND UNEMPLOYMENTY
INSURANCE

As to the provisions of this proposed bill relating to con-
tributory annuities and unemployment compensation, it is
my belief they cannot be justified at this time.

In my opinion, the passage of this propcsed legislation
will further and definitely increase unemployment. I fear
that titles VIII and IX hold out an incentive or inducement
to employers to reduce the number of their employees to a
minimum in order to avoid or reduce the taxes imposed
upon them by these two titles. I am convinced that at this
time the annuity and unemployment provisions constitute
a serious threat to recovery because they impose two dis-
tinct pay-roll taxes, one of which falls entirely upon the
employer and the other jointly upon the employer and
employee.

I believe the age limit of 65 years is too high to be of
assistance in solving the unemployment problem. We well
know that it is exceedingly difficult for a person to secure
employment after passing the age of 60. ‘This is a machine
age, and industry wants young and active workers. At 60
workers generally are considered unemployable. The ques-
tion then arises, What shall become of those who are laid
off at age 60 and who are unable to find other jobs? We
cannot let them starve, and it is not fair to make them
paupers before granting relief. Shortening the hours of
toil will not solve this problem.

Under the unemployment-insurance titles the employer
pays a tax of 1 percent of his pay roll for the calendar year
1936, 2 percent for the year 1937, and 3 percént for the year
1938 and subsequent years. According to the committee
report, this means an initial burden of $228,000,000 the first
year, $500,000,000 the second year, and from $800,000,000 to
$900,000,000 annually thereafter.

Under the contributory-annuity provision the employer
pays another pay-roll tax, which begins with a rate of
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1 percent in the year 1937 and reaches a maximum of 3 per-
cent in the year 1949. This tax begins with an initial
burden of $280,000,000, which gradually increases up to
$900,000,000 annually.

Considering these two taxes together, employers will be
required to bear an additional tax burden of $228,000,000
in the year 1936, $800,000,0600 in the year 1937, and a grad-
ually increasing amount thereafter until the maximum of
$1,800,000,000 per annum is reached in 1949. This stag-
gering total would be fn addition to the present Federal,
State, and local taxes. How long will industry be able to
carry this burden?

The tax on employees also begins with a l-percent rate
and reaches a maximum of $ percent in 12 years. It will
be deducted from their pay envelops in an amount rang-
ing from $280,000,000 in the first year to a maximum of
$900,000,000 annually.

In general terms this bill imposes a maximum tax of 3
percent on employers for unemployment insurance. It im-
poses another 3-percent tax on employers for retirement
annuities. It also imposes a 3-percent tax on employees.
The result is that by January 1, 1949, there will be a triple
tax on pay rolls of 9 percent, imposing on employers and
employees a total burden of nearly $3,000,000,000 annually
in addition to all other taxes.

Business recovery at the present time hangs in a very deli-
cate balance. Every additional burden of this kind upon
business, however small, tends to make recovery more re-
mote; hence, imposing directly upon industry such a tre-
mendous burden as I have mentioned is bound to cause a
reaction which will result in prolonging the depression
indefinitely.

Not alone will business be affected by the direct burden
which is imposed upon it by this bill, but business will be
seriously affected and depressed by having taken from it
annually the $280,000,000 to $900,000,000 which is taken
from the annual pay roll of the working class and with-
drawn from the channels of trade.

The tax on pay rolls will fall alike on all kinds of business,
whether operating at a profit or operating at a loss and may
mean the difference between solvency and insolvency.
Moreover, since this tax imposes a penalty on employment,
it will tend to cause employers to get along with a mini-
mum number of employees, and thereby it will tend to
increase unemployment. This tax, when applied to the em-
ployee, operates as a gross-income tax, and it is, therefore,
discriminatory.

When this tax is applied to the consumer it has the same
effect on prices as a turnover or general sales tax. There
will be a tendency to pyramid the tax for the various opera-
tions, from raw material to finished product, and this will
cause a material increase in.the cost of living.

If the administration cannot see its way clear to adopt a
manufacturers’ excise tax (with food and clothing ex-
empted) for the purpose of making up a part of the Treas-
ury deficit, I do not see how it can conscientiously support
the tax on pay rolls and pay checks for the purpose of fur-
nishing unemployment relief and old-age annuities.

UNNECESSARY AND CUMBERSOME BUREAUS

I do not approve the growing tendency of Congress to con«
stantly set up needless, complicated, cumbersome, and ex-
pensive governmental machinery to carry into effect new
nolicies and programs that are more or less experimental.

For 125 years this Government followed a pension policy
in dealing with its defenders that had proven highly satis-
factory to pensioner and Government alike.

But in the year 1917 Congress created, over my protest,
the so-called “ War Risk Insurance Bureat ”, now known as
the “ Veterans' Administration ”, to deal with pensions, and
this Bureau has already cost the American people endless
hundreds of millions of dollars for its administration, using
money that should have gone to the veterans, and without
giving the veterans any increased benefits.

In this social-security legislation it is proposed to repeat
that expensive mistake, as you would set up another costly
and cumbersome bureau to administer a new experimental
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pension system by and through which we will again spend
hundreds of millions of dollars, over a period of years, to
operate 8 new and unnecessary Government machine, and
again the cost thereof will come out of the pockets of the
taxpayers and the beneficiaries.

‘The Bureau of Veterans’ Affairs is already equipped to
handle some of the benefits to be granted under this legis-
lation.

The Children’s Bureau will administer the benefits
granted by title V.

ThslPublic Health Service will administer the work under
title

Why do we talk against the establishment of new bureaus
and yet constantly vote to create them? Why extend fur-
ther this generally recognized evil, especially in this time of
great national distress when there is so great a need for
rigid economy?

REAL ECONOMIC SECURITY

The administration proposal does not provide any real
increase in the buying power of the American people, neither
will it provide work for the idie and unemployed; in fact,
it will do the opposite by imposing a burdensome tax load
without giving any immediate benefits.

In the first plice, I believe that this measure should be
so drawn as to be of immediate aid in ending the business
depression. It should set the age limit of beneficiaries at
60, so as to take up a considerable portion of the present
unemployment slack. It should fix the benefits at such a
figure as will make possible dependable commodity consump-
tion, production, and employment, thereby bringing to an
early termination this distressing business depression, which
is dally growing worse.

The prime need of the hour is recovery, not social reform.
Since these proposals to which I am opposed are definitely
within the scope of social reform, there is no compelling
reason for taking them up at this time unless when so doing
we provide a-proper measure to restore business volume.

I am very sympathetic toward these soclal réforms. They
should and must be given thoughtful and friendly considera-
tion. However, it should be kept in mind that neither the
old-age annuity nor unemployment insurance provisions of
the bill are intended to provide immediate relief in thelr
respective fields. They have no bearing upon the present
unemployment situation, and my opposition to them at -this
time in no wise constitutes any lack of appreciation of the
problems of those now in need. Rather, I feel that I am
doing them a distinct service by insisting that nothing be
allowed to impede business recovery and the resumption of
normal working conditions. After all, a job is better than
a dole.

My idea of an old-age-pension plan is one that will retire
from gainful employment all persons at the age of 60 and
over, thereby making places for the young who are now
unable to find work. The plan should carry a sufficient
annuity to give such buying power as will immediately tend
to place production and consumption upon a firm, dependa-
ble, and permanent basis. That would largely obviate the
danger of future depressions. Such a plan would be abso-
lutely sound and workable in every respect. It should be
financed in 8 manner to equalize the burden.

Our country is now in a precarious condition, and the
demand is for immediate relief. No half-way measure will
suffice. It is our manifest duty to provide adequate relief,
and to do 5o at once.

The administration bill cannot provide any relief before
the year 1937 and years will elapse before it can give any
tangible benefits. We cannot wait that long. 'To do so will
imperil the very safety of our country.

This prolonged business depression will not be overcome
until we adopt a definite plan to make adequate provision
for, and to enforce, spending and buying by the public in
suficient amount and volume to absorb the products of
industry and agriculture required for our standard of living.

The national situation is now far too serious and critical
to permit any mere gesture in this matter. We must have
a measure that will actually and permanently afford relief
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to our aged people and give employment to approximately
10,000,000 workers who are now idle, and who, together with
their dependents, are being supported by Government money
sl'gfé“red by bond issues which steadily increase the public

ebt.

This Congress will be derelict in its duty if it fails to enact
8 measure that will enable and permit the business of our
country to resume activities in a manner to furnish employ-
ment for all citizens who should now be employed, to equi-
tably distribute the rewards of honest labor, and to give
security to our aged people in a dignified manner without
reducing them to paupericm.

CONCLUSION

For the reasons stated in the foregoing, I favor a change
in title I and the elimination of titles II, III, VIII, and IX.

Mr. Chairman, I herewith append my supplemental re-
port:

SUPPLEMENTAL VIEWS OF MR. KNUTSON

While I concur in a general way with the conclusions of my col-
leagues of the minority, there are certain provisions of the bill so
obnox{ous to me that I cannot support it. My reasons for voting
against the measure are as follows:

1. 7t is obvious from the provisions of this bill that it cannot
be made effective for several years, hence tt will be a bitter dis-
appointment to those who have looked hopefully to this adminis-
tration for immediate relief.

2. The measure i3 wholly inadequate and therefore will not give
the result sought to be obtained.

3. The age limit of €5 is too high to give the needed relief.
The limit should be fixed at 60, which would help the unem-
ployment situation materially and at the same time care for a
large number now out of work and who by reason of sge are
unemployable.

4. The old-age pension to be granted under H. R. 7260 would

be wholly inadequate In the relief of distress. The amount pald
would be s0 emall that its effect upon business would be
negligible.
_ 5. The administering of this law will result in discrimination.
People living In States that are bankrupt, or nearly so, will
receive absolutely no benefits from this legislation. These peopie
must be taken care of by the National Government.

6. The two pay-roll taxes which the bill imposes will greatly
retard business recovery by driving many industries, now operating
at a loss, into ba: , OF by forcing them to close down
entirely, thereby further increasing unemployment, which would

atly retard recovery.
gn'e:. l\za.ny small concerns having 12 or 15 employees would dis-
charge enough employees to exempt them from the payment of
the pay-roll taxzes, which would yet further aggravate the unem-
Pployment situation.

8. The proposal to estalilith a8 new bureau to administer this
law 18 indefensible and a rcedless expense to the taxpayers. In
the fnterest of e~oncmy the administration of the law should
de vested in the Veterans’ Administration, which 1s equipped to
handls this activity.

Mr. TREADWAY. Mr. Chairman, I yield 15 minutes to
the gentleman from New York [(Mr. Taserl.

Mr. TABER. Mr. Chairman, I have been studying this
bill ever since it was reported out by the Ways and Means
Committee about a week ago. I believe this bill will go
down in history, not as the social security bill, but as the
9 percent pay roll tax bill, a bill designed to impose taxes
upon the employer and employee amounting to 9 percent.
Frankly I cannot figure any way it can come out of anyone
except the employee, because the purchasing power of the
country will not absorb any higher prices than we are
carrying now, and the employers are now mostly operating
in the red, so that they will not be able to absorb that tax.
Three percent of it is levied directly upon labor. The bill
is designed to cost approximately four to four and a half
billion dollars in all. There is approximately $3,000,0600,000
on account of the 9-percent pay-roll tax; approximately
eight or nine hundred million under the old-age relief, and
it will run from two to three or four million under the
other items in the bill. Frankly I do not see how the
people of the United States can bear the burden. In addi-
tion to that, there is this situation: Many industries have
already set up old-age-retirement propositions for their
employees. Many industries are taking care of unemploy-
ment insurance themselves. No exemption is made for
those people. In addition to the burden they are now car-
rying, they will have to meet the pay-roll tax, and their
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employees will have to meet the pay-roll tax that is set up
in this bill. Prankly I do not believe the bill has had the
kind of consideration that a bill should have, to be brought
here by the Ways and Means Committee,

Mr. WOOD. Will the gentleman yleld?

Mr. TABER. I yleld.

Mr. WOOD. Can the gentleman tell me what industries
are taking care of their employees on unemployment fea-
tures?

Mr. TABER. I know that a great many of them are.

Mr. WOOD. Can the gentleman name one?

Mr. TABER. I know that a great many of them are
locally, in my part of the country. I am not going to name
them in detail, but a great many of them are.

Mr. WOOD. I would like to have the gentleman mention
one of them.

Mr. TABER. Many of them are taking care of them.
The American Telephone & Telegraph Co: is taking care of
those to a very large extent.

Mr. WOOD. That is not unemployment insurance.

Mr. TABER. Oh, but it is, if the gentleman would study ft.

Mr. TREADWAY. Wil' the gentleman yield?

Mr. TABER. I yield.

Mr. TREADWAY. Was the inquiry relative to the num-
ber of employees that private corporations are caring for?

Mr. TABER. No. The inquiry was with reference to un-
employment insurance. A great many of these people are
paying their help when they are out of employment—sick,
and a great many of them are being paid when they are
unable to provide them with employment.

Mr. FITZPATRICK. Will the gentleman yleld?

Mr. TABER. I yield.

Mr. FITZPATRICK. With the private pension system,
after a man had worked for 15 or 20 years and was laid off
or discharged, he would lose the pension; is that not true?

Mr. TABER. Some corporations have a rule that if they
are laid off or discharged prior to the attainment of their
retirement privilege they would receive no compensation.
Others take care of them just as well as this bill takes care
of them. This bill provides nothing unless they have worked
for 5 years in continuous employment. :

Mr. FITZPATRICK. But, after that all citizens sre pro-
vided for?

Mr. TABER. Oh, no; only those who have worked
steadily for 5 years.

Mr. VINSON of Kentucky. The gentleman is not correct
in that assumption.

Mr. TABER. What is it?

Mr. VINSON of Kentucky. It is not continuous service.

Mr. TABER. Is it service at all?

Mr. VINSON of Kentucky. It is 5 years’ service.

Mr. TABER. Under that he might work 1 day a year.
But it is limited to a certain percentage of the amount of
their earnings during that period.

Mr. VINSOXN of Kentucky. That is correct.

Mr. TABER. And if they are not employed any great
length of time the annuity will not amount to anything.

Mr. VINSON of Kentucky. But certainly the gentleman
does not want to leave the impression that it has to be
continuous service with one employer.

Mr. TABER. Perhaps that is correct. I thank the gentle-
man for the correction. At the same time, the pension will
not amount to anything unless a man has steady employ-
ment; there is no question about that. These people will be
on the old-age roll just the same unless they have had a
long, continuous service,

I want to call attention now to some of the other high
points that seem to me to stand out fn this bill. I may be
mistaken about this one, but I want to call the attention of
the committee to pages 10, 11, and 12, where the gross amount
that can be repaid to any employee is limited to 3% percent
of the amount of the wages he has received. When this bill
gets to swinging, the amount of tax that will have been paid
is 6 percent of the amount of the wages the employee has
received, yet he is limited in the gross amount he may receive
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to 3% percent of the amount of those wages. That leaves,
if T understand it correctly, 2% percent for administration.
Two and one-half percent is 4124 percent of 6, so this means
4124 percent for administrative expenses. Is not that
correct?

Mr. SAMUEL B. HILL. Mr. Chairman, will the gentleman
yield?

Mr. TABER. I yleld.

Mr. SAMUEL B. HILL. Please explain how the 6 percent
that is paid in is arrived at.

Mr. TABER. I did not say that the employee paid it in.
I said that there had been paid in under title VIII, under the
gross pay-roll tax there provided, 6 percent. Is not this
correct?

Mr. SAMUEL B. HILL. The employer will pay 3 percent
and the employee will pay 3 percent.

Mr. TABER. Well, 3 and 3 make 6.

Mr. SAMUEL B. HILL. They make 6.

Mr. TABER. Yes,

Mr. SAMUEL B. HILL. He gets back all he pays in, cer-
tainly, and more.

Mr. TABER. He gets back for what his employer has to
pay, one-sixth; that is what he gets; and that means that
this bill is setting up a law that requires a 41%-percent cost
for administration.

Mr. SAMUEL B. HILL. Mr. Chairman, will the gentle-
man yield further?

Mr. TABER. Yes.

Mr. SAMUEL B. HILL. The gentlemen is referring to
cases where this payment is made to the employee before
he arrives at the eligible age of 65 for the annuity.

Mr. TABER. Not the way I understand this language,
because as I understand the language it means that this
is the rule with reference to any individual who dies after
attaining the age of 65 or who has received annuities there-
after which run over 3% percent of the total amount of the
pay that he has received.

Mr. SAMUEL B. HILL. If the gentleman will yield fur-
ther, that is exactly what I was trying to direct the gentle-
man's attention to. The employee gets back more than
he pays in.

Mr. TABER. Of the amount he has paid in, but not more
than he and his employer together have paid in. That
means that there goes into this fund 41% percent—I find
I was correct in this situation—for administration. It
means that the employee will pay the whole of that 6 per-
cent in the long run and the gentleman is using a set-up
requiring 41% percent out of the pay rolls of the poor to
provide jobs for the faithful. That is just what it means.

Mr. VINSON of Kentucky. Mr. Chairman, will the gentle-
man yield? The gentleman always is fair.

Mr. TABER. I try to be.

Mr. VINSON of Kentucky. He is very accurate generally.

Mr. TABER. Let me find the trouble, tell me.

Mr. VINSON of Kentucky. Close up to the age of 65
are the near-aged. The 3%-percent repayment to those
dying before 65 is the principal plus one-half percent which
is conserved as interest. )

In the old-age benefits there is the problem, what might
be called unearned annuities to the near-aged. ¥For exam-
ple, if a person were 59 years of age and earned $3,000 over
a period of 5 years under the present bill, he would get $15
a month; whereas the 3l,-percent feature to which the gen-
tleman refers to, would give him only $105 as a total lump-
sum payment. In other words, the near-aged, those who
are near the 65-year age limit, get the break in what might
be termed unearned annuities, which are made possible by
payments of employers. Consequently, the gentleman’s fig-
ure of 4124 percent for administrative costs, must be ma-~
terially reduced. In fact, we were told in the committee
that the administrative costs would be about 5 percent of
the benefits paid.

Mr. TABER. I am very {rank to say I cannot understand
the gentleman’s explanation, although I have tried to.

Mr. VINSON of Kentucky. I am trying to help the gen-
tleman; I would like to if I could.
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Mr. TABER. I appreciate that, but my time is limited
and I cannot yleld further. When the gentleman gets the
floor in his own right I would like to have him explain why
my figure of 41% percent for administrative cost is not
correct.

Frankly, from what the gentleman from Washington told
me, and Iinsofar as I have been able to follow what the
gentleman from Kentucky has told me, the 41% percent
figure for administrative cost is correct.

There are other things to which I wish to call attention.
Insofar as I can follow title IIT, there is no definite set-up
of benefits, or no concrete definition of how unemployment
insurance should be set up. It is left to this board which
is to be created. Now, why should we delegate more au-
thority to boards if we are going to have anything of this
kind? Frankly, I think it is an impossible burden which fis
being placed upon the public. We ought to meet the re-
sponsibility ourselves of setting up definitely what is to be
done rather than to have the thing turned over to somebody
else to work out. I think we have had altogether too many
boards, altogether too much dclegation of authority.

Mr. JENKINS of Ohio. Mr. Chairman, will the gentleman
yield for a question?

Mr. TABER. I yleld.

Mr. JENKINS of Ohio. Would not the gentleman much
prefer the board provided for in this bill rather than to have
the present Secretary of Labor designated to make this set-up
as was provided in the original bill?

Mr. TABER. That would be worse.

We ought to set up what we are going to ao deflnitely and
not vote for a ” pig in a poke.”

Mr. JENKINS of Ohio. Will the gentleman yield?

Mr. TABER. I yield to the gentleman from Ohio.

Mr. JENKINS of Ohio. There is one thing in this set-up
that was most shocking to me, and I know it would shock
the gentleman much more, and that is in connection with
the original bill the “ brain trusters ” and those who put the
bill together thought that this great, colossal matter should
be administered by one institution in charge of the present
Secretary of Labor.

[Here the gavel fell)

Mr. TREADWAY. I yleld the gentleman five additional
minutes.

Mr, TABER. I think the set-up that came over from the
“brain trust ” was worse than this one. I think we ought to
strike from the bill titles IT and III,

Mr. TREADWAY. May I say to the gentleman that strik-
ing titles II and I would make title VII simply a political
set-up with nothing to do.

Mr. TABER. That is correct. We should strike title VII
and we should also strike titles VIII and IX,

Mr. TREADWAY. That is correct.

Mr. TABER. Unless you go ahead in an intelligent way
to meet this problem you are not going to meet it at all.
Title I of the controversial titles is all there is to this bill
that deserves any consideration whatever. Title I is the.
section that relates to old-age pensions. Unquestionably we
have to meet the situation in some way, and I do not care
to shirk that responsibility. Frankly, I feel it is a matter
that the States should ultimately handle for themselves
rather than for the Federal Government to handle it, but I
do feel In the present emergency and in the present situa~
tion the Federal Government should make a temporary
contribution. We should also keep titles IV, V, and VI

Mr. Chaijrman, I think we should go ahead and pass a
bill providing something of this kind which will take care of
people who are In distress, but I do not believe we should
attempt a broad set-up along the line as outlined in sections
under titles IT and IIT with the tremendous 9 percent pay-
roll tax. I do not think we should think of such a thing
until we have observed how the old-age situation will work
out and how it will take care of the people. If we attempt
to burden industry with more drawbacks and with more
things that will prevent business recovery, we are going to
be just exactly where we are now, and get worse and worse
every day. That is the difficulty with the existing situation.

Mr. PERKINS. Will the gentleman yleld?
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Mr. TABER. I yield to the gentleman from New Jersey.

Mr, PERKINS. I would like someone to explain why we
hear the words “ 9-percent tax ” quoted so often. How does
the gentleman figure this 9-percent tax?

Mr. TABER. Well, 3 percent on the employer under title
VIII, 3 percent on the employee under title VIII, and 3 per-
cent on the employer under title IX; 3 plus 3 plus 3 make 9.
That is the way it goes, 83 I understand the matter. Is that
not correct?

Mr. JENKINS of Ohio. The gentleman is right.

Mr. VINSON of Kentucky. As of 1949. .

Mr. TABER. That is at the final wind up. The amount
of the tax and the percentage in effect on any particular day
is given in a table that appears on page 44 of the report,
according to estimates. Whether those estimates are right
or not, I do not know. The members of the committee can
tell you more about that than I can. -

Mr. Chairman, it seems to me that this tremendous tax
should not be imposed on industry in such a8 way that it will
stop and clog recovery. I think that this Congress has done
almost nothing but attempt to prevent recovery ever since
the 1st of March 1933. I think we ought to stop those bills
that are designed by the “ brain trust *’ and which can have
no effect upon the situation in America tcday except to pre-
vent and restrain and keep back business from recovery.
[Applause.]

[Here the gavel fell.]

Mr. TREADWAY. Mr. Chairman, I yield 5 minutes to the
gentleman from Michigan [Mr. ENceL].

Mr. ENGEL. Mr. Chairman, I did not expect to speak on
this bill. I am for an adequate old-age-pension law. Up
until the time this bill was reported by the committee I
thought I was for unemployment insurance. After looking
over the bill and looking over its provisions I am wondering
whether or not I am for unemployment insurance.

Mr. Chairman, my district consists of 11 counties. The
major portion of the pcopulation is rural. My experience
covering a number of years in State legislative work tells me
that in the final analysis every tax is paid by the consumer.
It is passed on to the consumer, and I do not believe this
tax is going to be an exception. The factory owner and the
industrialist will have to add his share of the tax to his cost
of production, which will in turn be added to the cost of the
article manufactured, and, of course, increasing the pur-
chase price of the article.

" Mr, Chairman, I am informed, and I think correctly, that
40 percent of the purchasing power of the country is in the
farmer. If this bill is to cost approximately $2,000,000,000
a year, as stated in the report of the committee, $800,000,000
of this amount is going to be passed on to the consuming
farmer. If it is true that you are going to have a reserve
fund of $32,000,000,000, it means that $12,800,000,000 of
this reserve fund is going to be paid by that part of the
consuming public known as the “farmer.” In view of the
fact that he is exempt from the several subdivisions of the
bill—that s, the unemployment section and the old-age
reserve fund—and would properly be so exempt, I am won-
dering just what I can tell the farmers back home in justi-
fication of a vote for this measure. I may say frankly that
I do not know at this time how I am going to vote on the
bill. I am wondering just where we are going with this
sort of legislation.

Mr. COOPER of Tennessee. Will the gentleman yleld?

Mr. ENGEL. I yield to the gentleman from Tennessee.

Mr. COOPER of Tennessee. The gentleman understands
that the farmers are entitled to benefits under title I?

Mr. ENGEL. Yes; but the gentleman also understands
that the $2,000,000,000 does not finance title L It finances
the unemployment insurance and the old-age annuity which
is paid by the pay-roll tax.

Mr. COOPER of Tennessee. The gentleman is talking
about some figures given by some gentleman on that side
of the aisle. I am talking about the provisions of title I,
which, of course, provide benefits for the farmers that the
gentleman is concerned about.
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Mr. ENGEL. Absolutely; and he is paying for that out
of a $49,000,000 appropriation provided for in the bill

Mr. VINSON of Kentucky. If the gentleman will per-
mit, the benefits under title I with respect to old-age pen-
sions are pald for out of the General Treasury and not out
of the reserve account, and the unemployment compensation
is not paid out of the reserve account. The gentleman must
keep in mind that there is an unemployment trust fund and
a reserve account and then the Treasury of the United
States.

Mr. ENGEL. That is very true; but this $32,000,030,000
you are talking about——

Mr. VINSON of Kentucky. That is a reserve account and
the farmer is not paid out of that under the old-age benefits.
The farmer is not taxed under title VIII and is not taxed
under title IX, and as I understand the gentleman, he
agrees that they should be exempted.

Mr. ZNGEL. He is not taxed directly, but if that tax is
passed on to the consumer, as it always is——

{Here the gavel fell.l

Mr. TREADWAY. Mr. Chairman, I yield the gentleman
2 additional minutes.

Mr. ENGEL. I that tax, as every other tax, is passed on
to the consuming public, the fariner, constituting 40 percent
of the consuming public, is going to pay 40 percent of this
tax which is going to be passed on to him; 40 percent of this
tax of $32,000,00".000 reserve fund or trust fund is $12,8090,-
000,000, and I would like to know how you are goinz to get
around that.

When an individual is sick, the doctor leaves a bottle of
medicine and says, “ Take a teaspoonful every 2 hours and
you will get well.” The patient gets well, but every once in
a while some fool comes along and swallows the whole bottle
and dies. Some of these social reforms are all right, and
I am in favor of them. If we take a spoonful at a time, we
might get well; but I am wondering what will happen if we.
swallow the whole bottle. [Laughter and applause.] .

Mr. SAMUEL B, HILL. Mr. Chairman, I yield 10 minutes
to the gentleman from Missouri [Mr. Duncaxl.

Mr. DUNCAN. Mr. Chairman, Dr. Smovica has just sug-
gested to me that I state to the gentleman who just preceded
me that it is sometimes necessary to try several kinds of
medicine before you can find out what is wrong with a pa~
tient, and it might be necessary to give him a dose of each
kind.

I do not think I have ever observed quite as much pessi-
mism in all my life concerning the future of this country as
I observe here today coming from our friends on the other
side of the aisle. I am certainly glad that it is npt catching.
My friends over here are very much like the Arkansas
traveler. When the sun is shining they do not need any roof
on the house and when it is raining they cannot put one on.

I think if we are going to get anything out of this depres-
sion, the experiences we get ought to enable us to look into
the future and make plans to prevent another one.

With respect to old-age pensions, I think every man and
every woman in this House is agreed that we are going to
have them. You know, I think the most unfortunate thing
that has happened to this country is the fact that the hopes
and aspirations of the old people have been built up to believe
that they are going to get a lot of money, which every man
who thinks sanely upon the question knows they are not
going to get. The letters we get from the old folks in our
districts are pitiful. They believe honestly in their hearts
that they are going to get $200 a month or $100 a month.

hl’n-. McGROARTY. Mr. Chairman, will the gentleman
yleld?

Mr. DUNCAN. Gladly, sir.

Mr. McGROARTY. On what do you base your prophecy
that they are not going to get it? What do you know
about it?

Mr. DUNCAN. On the fact that this Congress is not golng
tt: pass such legislation, either now or at any time in the

Mr. McGROARTY. How about the next Congress?
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Mr. DUNCAN. The next Congress is the same way.

Mr. McGROARTY. How do you know?

Mr. DUNCAN. And for one, I want to say to the gentle-
man that I think the Membership of this House is not going
to sacrifice the financial structure of this country upon the
altar of political expediency. [Applause.] I believe this to
be true. I think the Membership of this House is still think-
ing soundly and is not permitting itself to be carried away
by any of the visionary schemes that are belng suggested
to bring us out of this depression.

We must all recognize that because of the depression there
are thousands and thousands of old men and old women in
this country who have lost their savings, who have lost their
jobs and never again will they be able to have employment.
I am one who does not believe the Government owes to any
man a living, but it does owe to him the right to make a
living for himself, and when the Government finds itself
in the position where, through its own short-sightedness,
he is not able to make a living, then we do owe him some-
thing and we are going to have to take care of him.

If you have an old-age-pension law that is national in its
scope, and by that I mean exclusively financed by the Fed-
eral Government, it must apply everywhere alike, and every
man in this House today realizes that conditions differ in
different parts of the country. They differ in the different
communities of your own States, or in different portions of
your own States. I for one have long advocated an old-age-
pension law of some kind, and I honestly want to see one
passed and I want to support one here that can become a
law. This bill can become a law and I think the Member-
ship of this House is in the temper to pass it. I am com-
paratively new in the Congress. I am a new member on
the committee that has worked on this bill for 11 long weeks.

The method of preparing the bill has been discussed by
gentlemen on the other side of the House. I do not think
there has been a bill come into the House since my Mem-
bership to which the committee has given more thought and
made more changes in the bill than in this. It comes to
you after weeks of labor and thought, the best that the
members of that committee could work out.

The plan of old-age pensions will enable the States to
determine their own problems. My own State is in the same
situation that many others are in. It is difficult to get
money, it is difficult to collect taxes, but they are paying
the money for relief that can be used for pensions.

Mr. LUNDEEN. Will the gentleman yileld?

Mr. DUNCAN. I yield.

Mr. LUNDEEN. Is this the Wagner-Lewis bill?

Mr. DUNCAN. This is the Wagner-Lewis bill, now the
Doughton bill. Mr, LEwts and Mr. DovcETON introduced the
bill in the House, and these different bills were taken up by
the committee, and we have spent 11 weeks considering all
of them, and this is the result of that labor.

Mr. VINSON of Kentucky. Will the gentleman yield?

Mr. DUNCAN. I yield.

Mr. VINSON of Kentucky. After 30 days hearings on
these different bills, we went into executive session, and after
weeks of consideration of other bills this H. R. 7260 was
introduced, after we had made 13 different drafts.

Mr. DUNCAN. That is correct; and this bill is the result
of that labor. After the consideration of these bills this
was worked out.

Now, there is one provision of the unemployment insurance
that I do want to discuss. A number of the States now have
unemployment laws. It is fundamental to me that we can-
not have unemployment-insurance laws in this country un-
less it is national in scope. You must place the States on
a8 basis of equality in the matter of taxation, so that if one
State fails to have unemployment insurance and a neighbor-
ing State does have unemployment insurance the industry
in the State that does have such laws will not be penalized
because of the fact. So the tax has been placed on all in-
dustry alike. So it will cause the employers and the em-
go::.es to demand the passage of such laws, as they ought
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Do you know your Uncle Sam has outgrown his pants
and we are obliged to make a new suit of clothes for him?

Some have gone along not knowing of any change in the
economic conditions. They do not realize the changes that
have come to us—that we are living under changed economie
conditions. They sit at their desks and think that we are
going back to the old order of things. If they continue, we
will go on further and further into the depths of depression.
[Applause.]

[Here the gavel fell.}

Mr. DUNCAN. Mr. Chairman, I ask unanimous consent
to revise and extend my remarks and include therein a
statement by Dr. E. E. Witte.

Mr. TREADWAY. Mr. Chairman, I reserve the right to
object. I shall not object to any ordinary statement that
my colleague wishes to make but I should to the inclusion of
statemer:ts made by people not in any way connected with
the hearings.

Mr. DUNCAN. May I say to the gentleman that the
statement I refer to is now in the report of the committee
and it concerns the Townsend old-age-pension plan,

Mr. TREADWAY. Oh, the gentleman is making an ex-
tract from the commmittee hearing?

Mr. DUNCAN. Yes.

Mr. TREADWAY. That is satisfactory.
stand.

The CHATRMAN. Is there objection?

There was no objection.

Mr. DUNCAN. Dr. Edwin E. Witte, executive director of
the Committee on Economic Security, made an analysis of
the Townsend plan which I think is of interest, and is as
follows:

I did not under-

©osTS

The Townsend plan thav pensions of $200 per month
shall be granted to all citizens of the United States who are 60
years of age or over, other than habitual criminals, and who will
forego all gainful occupation and agree to spend the pensions dur-
ing the month in which they are received. No income or property
limitations whatsoever are prescribed; even millionaires would be
entitled to the Townsend pensicns.

‘There were 10,385,000 persons over 60 years of age in the United
States In 1930, as shown by the census of that year. At this time
the number is considerably greater, being estimated at 11,562,000.
‘The number of habitual criminals among the aged is very small and
the number who are not citizens only about 600,000. While
4,155,495 persons over 60 years of age were In 1930 still ’ gainfully
occupled ”, the great majority of these persons would gladly forego
gainful occupation and agree to spend their pensions each month
as recelved if they were assured a pension of $200 per month.
Even {if one-fourth of sll now gainfully occupied would refuse the
pensions, the total number of the pensioners under the Townsend
plan would still approximate 10,000,000. This is the flgure for the
number of pensioners most commonly given in the Townsend lit-
erature, although sometimes 8,000,000 18 stated as the number to be
pensioned.

If there are 10,000,000 pensioners, the cost is $2,000,000,000 per
month, or twenty-four billions per year, if there will be only
8,000,000 pensioners, these figures wou'd be reduced to 81,600,-
000,000 per month, or $19,200,000,000 pecr year. Either figure is
considerably more than double the present combineu Federal,
State, and local taxes, which in 1932 totaled only $8,212,000,000.
(Source: Annual Report of the Secretary of the Treasury, 1933,
p. 306, and the report of the United States Census Bureau, Finan-
clal Statistics of State and Local Governments, 1932, p. 9.)

These figures would represent the costs only in the first year.
Persons who reach age 60 still have more than 15 years of life
ahead of them on the average. Under the Townsend plan the
average pensioner would be entitled to $200 per month for more
than 15 years. Actuaries employed by the committes on eco-
nomic security have computed that merely to pay pensions to thcse
now 60 or over represents a cost to the Government of a present
value of $245,000.000,000, which 18 to be compared with a total esti-
mated public and private debt of $126.000,000,000 at the peak of
the boom period in 1929. (Source: The Internal Debts of the
United States, by Evans Clark, p. 10.) This total almost equals the
entire estimated taxable wealth of the United States, which the
report on Double Taxation In 1932 of a subcommittee of the Com-
mittee on Ways and Means of the House of Representatives In the
Seventy-second Congress, second session, page 294, places at less
than $260,000,000,000, and is 60 percent greater than the actual
assessed value of all property, found by this subcommittee to be
$163,000,000,000.

As the plan contempiates that not only shall pensions of $200
per month be paid to those now 60 and over but also to all per-
sons as they become 60, the actual liability assumed by the Governe
ment 1s much greater than this staggering total of $248,000,000,000.
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For many years to come the number of pensioners will increase
:aa;&uyear. and the annual cost and total liability will mount
TAXES

To finance the Townsend pensions, the McGroarty bill (H. R.
3977), which is the official Townsend-plan bill, provides that a
2-percent tax—which may be reduced by the President to 1 percent
or increased to 3 percent—shall be levied  on the gross value of
each business, commercial, and/or financlal transaction”, to be
pald by the seller.

In the Townsend literature the claim is made that the total
money value of all transactions in 1933 was 1,200 billion dollars,
and the Fifty-fifth Statistical Abstract of the United States is
cited as authority for this statement. The page where this in-
formation appears, however, has never been given, and a careful
examination of the Fifty-fifth Statistical Abstract of the United
States Indicates that no figure for the total money value of all
transactions appears anywhere in the volume. The nearest ap-
proach to such a figure is the total of all bank debits, represent-
Ing the total of all business transactions in which bank checks,
drafts, etc., are used, in the 141 principal cities of the country,
which in 1933 was 8304,769,000,000. (Source: Statistical Abstract
of the United States, 1933, p. 254.) It is estimated by Mr. Hor-
bett, of the Federal Reserve Board, that the debits of all banks
outside of the 141 principal cities are one-third of those In these
citles. On this assumption, the total of all bank debits in 1933
was $442,000,000,000, while, roughly representing the total of all
* business, commercial, and/or financial transactions”, not all of
this amount will be taxable under the Townsend plan, as it spe-
cifically exempts “ salaries for personal services.” Allowing for
this exemption, approx‘mately $400,000,000,000 of transactions
would have been taxable in 1933. At the 2-percent rate in the
McGroarty bill, this tax would have ylelded $8,000,000,000, or about
one-third the amount needed for the Townsend pension. A rate,
not of 2 percent or 3 percent, as provided in the McGroarty bill,
but of 6 percent 1s indicated as necessary for the payment of
the Townsend pensions on the basis of 1933 money value of all
transactions.

Even a 2-percent rate on the money value of all business, com-
mercial, and financial transactions, to say nothing of a &-percent
rate, 18 50 heavy that it would stop all business and could not
possibly be collected. It would mean a tax of 2 percent of the
face value of every check written in the course of ordinary busi-
ness transactions. It would apply to manufacturers’ sales, whole-
salers’ sales, and retall sales, and for nearly all commodities would
represent a duplication of taxes, which, inevitably, would have to
be added to the price pald by the consumers. In glassware, for
instance, 11 transactions are customary between the producer of
the raw materials and the consumer. On all of these transactions
.there would be a 2-percent or 3-percent tax, and at each stage
something more than. the tax (to allow for investment and han-
dling charges) would be added to the price.

Such {ncreases in prices would have a pronounced tendency to
restrict purchases. Many other types of transactions would be
rendered entirely impossible, while in the Townsend literature the
claim is repeated time and sgain that a very large part of the en-
tire cost of pensions would come from the sale of stocks and
bonds, the probable effect of a tax of 2 percent {or 3 percent) on
the money value of all sales of securities would be to close all stock
exchanges, gince the margin at which business is done on these
exchanges is much 1€ss than 2 percent. A tax of 2 percent on the
money value of all transactions would dry up the sources of rev-
enue and would probably produce much less than the $8,000,000,000
per year indicated as the probable yleld on the basis of the 1933
business of the country. In fact, it is doubtful whether such a
heavy tax could be collected at all.

ADMINISTRATIVE PROBLEMS

Asfde from the difficulties of collecting three times the amount
of the Federal, State, and local taxes combined (which, as noted,
would require a tax rate not of 2 percent but of 8 percent on the
money value of all business, commercial, and financial transac-
tions) the Townsend plan involves other great administrative
difficulties. It provides that all sellers shall be licensed by the
Secretary of the Treasury. The Bureau of the Census in 1933 had
a record of 2,359,497 establishments engaged In manufacturing,
wholesale and retail trade, hotels, service industries, and places of
‘amusement, and this is by no means the entire number of sellers
who would have to be licensed and from whom taxes would have to
be collected monthly. Provisions would also have to be made for
up-to-the-minute lists of pensioners and their identification, to
prevent frauds. Under the McGroarty bill further local pension
boards would have to be set up in each of the 3,071 counties, and
approximately 3,500 wards in cities of the country.

Most dificult of all would be the necessary checking to see that
the 10,000,000 pensioners all spent their $200 within the month in
which recelved. This would require going into the private affairs
of the pensioners to an extent never before attempted, and would
necessitate a vast army of additional Government employees.

FINAL APPRAISAL OF PLAN

The Townsend advocates base practically their entire argument
on the “revolving ” feature of their plan. If there does not re-
sult from the plan a very great increase in incomes and in the
money value of transactions, the promised pensions cannot pos-
sibly be pald for any length of time without wholesale inflation.
The total income of all of the psople of the United States In 1933
was only $46,000,000,000. The people who are over 60 years of
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age are less than 9 percent of the entire population of the country.
The Townsend proposal consequently might be described as a plan
under which more than half the national income is to be given
to the less than 9 percent of the people who are over 60 years of
age. Unless there is a very great increase in the national income,
this could be done only through reducing the incomes of the people
under 60 years of age by approximately one-half,

The Townsend advocates claim that such a result will not be pro-
duced, because business will be enormously stimulated through
placing such a large amount of money in the hands of the old peo-
ple to spend within the month in which received. They say noth-
ing about the fact that the people under 60 will have approximately
the same amount less to spend, as they will have to pay in taxes tha
amount which the people over 60 will get in pensions.

The Townsend literature states that the United States Govern-
ment would have to pay only the $2,000,000,000 required for the
first month’s pensions and that the plan would thereafter be self-
sustaining, because it would create enough new business to return
to the Government the entire pension costs without burdening the
taxpayers. As the rate of tax proposed is only 2 percent, it is mani-
fest that the $2,000,000,000 paid out in the first month would have
to increase to one hundred billion during that moath to justify the
expectations of the Townsend advocates. The Townsend plan con-
templates that pensioners shall spend their money within the
month in which recelved—that is, that all of the pension money
shall be turned over once during the month—but in order to pro-
duce sufficlent revenue to pay the pensions of the second month,
without burdening the people under 60, there must be 650 turn-
overs of the pension within the first month.

Even the Townsend advocates acknowledge that this is impos-
sible, but they are reduced to the dilemma either of burdening the
people under €0 with heavy taxes, which will greatly reduce thelr
incomes, or of having the Government pay the pension costs for a
much longer period than the first month. Since it is inconcejvable
that the people under 60 would submit to have their incomes re-
duced by one-half, the latter course iIs the only possibility. This
will mean a rapid increase in the national debt and, in effect,
pronounced inflation.

Through infiation it may be possible to keep up the pension pay-
ments for some time, The . result, however, cannot be in doubt.
The inflation and duplicate taxation involved ir the Townsend plan
will cause prices to soar, and soon, éven with $200 per month, the
pensioners will not be better of than they were before, while those
below 60 will be immeasurably worse off. The Townsend plan is
one which involves not only revolving pensions but revolving taxes.
It is a plan which arouses great hopes, but actually will give the old
people little or nothing.

Mr. DOUGHTON. Mr. Chairman, I yield 15 minutes to
the gentleman from IMlinois {Mr. KeLLER].

Mr. KELLER. Mr, Chairman, I am very much delighted
to know there are so many students of Jeremiah in this body.
I did not know it before. It does seem to me that we ought
to face this question as a real current matter of very great
importance. It seems to me we ought to view this as a great
step which the American people have had a right to take
for many years past, and that we are just now seeking to
take it. Naturally, there would have been, and there has
been, a very great divergence of opinion as to how to go at
this thing, how far we should go, and what will be the result,
whichever way we did go. In 1913, as a member of the State
Senate of Ilinois, I had the great pleasure and honor to put
forward in that bedy-an old-age-pension bill. The bill failed
because the people of Illinois were not ready for it at that
time. The first session that I came into this body I became
a member of the Labor Committee, and I put forward an
old-age-pension bill which came before that committee.
That bill provided for $30 a month.

When this session came upon us I did another piece of
work that I want to put on record here. Having learned

‘from long experience with hearings before the Labor Com-

mittee during the past two sessions that we were not thor-
oughly together on our ideas of what part the State ought
to bear and what part the Nation ought to bear, the first

‘thing I did was to write to every Governor of every State

in the Union. I received 30 answers from 30 Governors
within the first 10 or 15 days.

I turned those letters over to Dr. Witte, Chairman of the
President’s Committee on Welfare, which was working on
this bill at that time. It will be of interest to note that of
the 30 answers I received, 28 specified in their belief that
$30 a month was the best figure. One advocated $40 a
month, as the amount that ought to be paid, and one said
that no amount whatever cught to be paid. The remaining
answers, or several of them, came in after that and were
turned over to that committee; but of the first 30 alone I
kept account. I was convinced, therefore, that the amount
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-that many of us had thought of was correct, because most
pension bills put forward had been to that extent alike; and
why? For this simple reason: To my mind the first thing to
do when studying a bill which we hope to become law is to
find out what we can do for a certainty, and then when our
experience has increased, when we know we can do better,
then go ahead and do better.

Mr. VINSON of Kentucky. Mr. Chairman, will the gen-
tleman yield?

Mr. KELLER. Yes; certainly.

Mr. VINSON of Kentucky. Certain gentlemen have ob-
jected to the burden upon employees in the payment of
3 percent in 1945 to secure old-age benefits. As I recall, the
gentleman was a leader in the fight to secure retirement
benefits for the railroad workers of this country.

Mr. KELLER. Yes, sir; that is true.

Mr. VINSON of Kentucky. I would like to have his opin-
jon as to whether or not the workingmen of the country
‘would appreciate the opportunity to build uo a fund for old-
age benefits.

Mr. KELLER. I thank Yhe gentleman for the question,
because it has a bearing here, and it ought to be considered
in this body at the present time. I think I received no less
than 50,000 letters from the railroad workers all over the
United States, and to say that they were unanimous in the
opinion that they ought to have the right to build up an
old-age-retirement fund is entirely within the truth. They
did stand for that, and they do stand for it now. Not only
that but we found also that the railroads themselves had
been establishing railroad pensions all over the country, and
that 90 percent of the entire mileage was already paying a
pension of some kind. So we did the thing that occrrred to
us as being rational at that time. We divided the burden
as you-have divided it, as I understand it, in this bill. We
put on industry, on employers, a two-thirds burden, and put
one-third on the men, and that ought to be fair, because
that is the way it figures out in practice.

But we are going to go much further along that line; it
seems to me that anyone who studies clearly and uses his
vision cannot doubt that at all. We are going further, and
we are going to take many steps of which this is just the first
one, and the political party that fails to see that will not get
back, even in 1970.

Mr. LUNDEEN. Mr. Chairman, will the gentleman yleld?

Mr. LUNDEEN. I think the gentleman deserves a great
deal of credit for having introduced an old-age-pension bill
22 years ago. Did that bill provide for paying $30 out of the
National Treasury?

Mr. KELLER. The bill was presented 22 years ago in the
State Senate of Ilinois and was for a State old-age pension.

Mr. LUNDEEN. Then the gentleman introduced one here?

Mr. KELLER. Yes. The bill I introduced here was purely
a national old-age-pension law in which the Government
should pay the entire amount.

Mr. LUNDEEN. Out of the National Treasury?

Mr. KELLER. Yes, sir.

Mr. LUNDEEN. I agree with that,

Mr. KELLER. I am going now to disagree with myself
upon that.

I am going to say that the committee has done a wiser
thing than I had sought to do, though we are looking at the
same subject with the same object in view. That is this:
I was perfectly willing that the Government should pay, but
when I came to study it over I had to agree that as a matter
of organization, the people in the locality know what ought
to be paid to the different ones better than any possible
Government agency. As I understand it, that is the view of
the committee, and I think it is a wise view. I think it is
the only rational thing to do.

Mr. LUNDEEN. Will the gentleman yield?

Mr. LUNDEEN. Should not all American citizens be
treated alike?
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Mr. KELLER. I agree with the gentleman, because, let
me confess, I am a nationalist, broadly speaking, but I must,
nevertheless, understand and keep in mind that there is a
reason for the existence of the States and their sovereignty
as it has existed. I am not going to overlook that fact. I
must hold that in mind as a matter of plain, ordinary horse
sense.

Mr. COLDEN. Will the gentleman yleld?

Mr. KELLER. Gladly.

Mr. COLDEN. As a student of old-age pensions for many
years, I would like to ask the gentleman if he believes there
is a relationship between the amount that can be paid and
the national average or per capita income? .

Mr. KELLER. Oh, yes; there is no question about that.
Answering that, I want to say further that I took up with
Dr. Witte, head of the President’s committee, which worked
cut much of the information these gentlemen have had the
pleasure of using, the proportion that the Government ought
to pay. I wrote him insistently saying that in my judgment

the Government should pay 75 percent instead of 50 percent.

When I was told that the administration would stand for
50 percent and probably no more, I made this suggestion,
and I want to suggest it to the committee. That is, that at
the beginning, we will say, while so many of the States are
in practical bankruptcy, the Federal Government should
pay 75 percent and let the States pay 25 percent; and then
reduce the amount which the Government pays and increase
the amount which the States pay during a series of years,
according to what we think is good Judgment.

I want to say to you here if this body does what I believe
it will do, we are not going to get excited over any part of
this pension bill. We are not going to quarrel over nonessen-
tials. We are not going to mix the thing, as has been done
to a remarkable extent by the speakers who have preceded
me, especially on the Republican side. We are not going
to submit to any mixing of the facts in this case. We are
going to imsist, I am sure, on keeping the record entirely
straight, in thinking this thing straight through. The rea-
son I am speaking of that especially is this: I have, as you
all know, been against what we call “ gag rules”, and I am
going to remain against them, because I have said from the
Legzinning that I have never seen a bill pass this body under
a gag rule that would not have passed this House under the
most liberal possible rule, and to the advantage not only
of this body itself, to its dignity end to its duty, but to the
very great advantage of the American people, because, after
all, if you think the American people are not following the
doings of this body you had better guess again and wake up.
They are studying what we are doing. They are reading
what we are saying here. They are forming opinions of
what we express, and about us from our consideration of
them.

Mr. MARCANTONIO. Will the gentleman yleld?

Mr. KELLER. I yleld.

Mr. MARCANTONIO. I realize the gentleman 1s an au-
thority on the question of old-age pensions and unemploy~
ment insurance. I call the gentleman’s attention to the
testimony of Miss Perkins before the Senate Finance Com-
mittee at page 117, as follows:

Senator Brack. Miss Perkins, I want to ask you one or two ques~
tions. Senator CouzeNns brought up the question as to the Impost-
tion of contribution on the people at work. Is it not true that the
tax employed under the bill necessarily is, in the main, a tax on

the people at work?
Secretary PErxinNs. Well, it will not be collected directly from
them.

Senator Brack. Certainly.

Secretary Peaxins. You mean, sir, I suppose, that it can be
translated into the price?

Senator Bracx. Most of the consumers of consumable goods, are
they not the people of low income?

Secre PERKINS. Yes, sir.

Senator Brack. Then 1s it not true that under this tax, as im-
posed, it will, in the main, be loaded upon those who purchase
consumable goods and therefore will, in the main, be loaded upon
those with smaller incomes?

Secretary Peaxins, Yes, sir.

What is the gentleman’s opinion about that?
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Mr, VINSON of Kentucky. Will the gentleman read the

next two sentences?
Mr. MARCANTONIO. Certainly. [Reading:)

Senator Brack. Then 18 it not true that up to that extent it
does not increase the aggregate purchasing power of the Nation?
Secretary Prexins. I think it will increase the purchasing power.

Does the gentleman want me to read further?

Mr. VINSON of Kentucky. The gentleman is a good reader.

llMr. MARCANTONIO. It does not modify what I read at
all.
Mr. KELLER. I think there is n¢ question but what Miss
Perkins answered entirely correctly. I do not think there
is any dispute in the minds of the Members on that subject.
What I am trying to do most of all is to keep this thing per-
fectly clear in mind. I am talking mostly, as you under-
stand, for a direct old-age pension. I have very specific
ideas on the possibility of unemployment insurance. My
honest belief is that there is only one possible effective unem-
ployment insurance, and that is the guarantee of a job for
every man and woman who wants to work. That is my
opinion of it, but I am not injecting that here, because I
am going along with this bill. This same idea that we are
putting forward here has been tried aiready in a number of
countries with some success; not a lot of success, but some
success. I think the United States is going to step forward,
far ahead of any other country along that line, within the
very next few years.

I am glad to see this step taken, however.

Mr. HOUSTON. Mr. Chairman, will the gentleman yield?

Mr. KELLER. I yield.

Mr. HOUSTON. Does the gentleman know what per-
centage of the pay roll is required to build up this fund for
future unemployment insurance or old-age pensions?

Mr. KELLER. I have not studied that matter sufficiently
to answer the gentleman directly. I think if the gentleman
will study the hearings he will find it explained much better
than I can give it. I would not like to answer a question I
have not studied specifically.

Mr. HOUSTON. Who pays this, may I ask?

Mr. KELLER. As I understand it two-thirds is paid by
industry directly and one-third by the man who receives the
benefits, .

[Here the gavel fell.}

Mr. DOUGHTON. Mr. Chairman, I yield 10 additional
minutes to the gentleman from Illinois.

Mr. HEALEY. Mr. Chairman, will the gentleman yield?

Mr. KELLER. I yleld. .

Mr. HEALEY. For the purpose of the Recorp will the
gentleman, if he has the information, kindly state how many
States now have old-age pension laws in effect?

Mr. KELLER, Twenty-eight States ncw have old-age
pension laws, but they are just like my Siate. We have
pensions for the blind and pensions for widows, but we are
not paying them, and it is for that reason I say now that
the Federal Government ought for the next 4 years to pay a
minimum of 75 percent so as to induce the States that are
hard up, and Illinois is hard up, to resume payments and
other States to begin the system. I believe it would be a
very great incentive. Does that answer the gentleman’s
question?

Mr. HEALEY. May I ask one further question?

Mr. KELLER. Certainly.

Mr. HEALEY. The enactment of this legislation will
assist those States which are actually paying old-age
pensions.

Mr. KELLER. Of course it will, and it will help the
others that have not enacted such laws to enact them.

Mr, DOUGHTON. Mr. Chairman, will the gentleman
yield?

Mr. KEELLER. I yleld.

Mr. DOUGHTON. Is it not a fact that this is the first
administration and the first Congress that has taken any
step at all so far as national assistance is concerned in the
direction of old-age pensions? .

Mr. KELLER. Of course it is,
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Mr. DOUGHTON. Other administrations have made the
State carry this whole burden, which we all know is a
heavy burden and which, if it is to be universally applied,
must have a national set-up and Federal help.

Mr. KELLER. Mr. Chairman, I want to say to the gen-
tleman from North Carolina, the Chairman of the Com-
mittee on Ways and Means, which wrote and reported this
social-security bill, that if this bill becomes a law, and it
will become the law, the gentleman has connected his name
with a thing that will bring such fame to him as he at the
present time does not dream of. [Applause.] That is true,
gentlemen. I am not handing an empty compliment to the
Chairman of the Committee on Ways and Means. This is
the first step, and it is a great step and a wise step, but it
is not the only step, for we shall take more as we go along.

Mr. DUNN of Pennsylvania. Mr. Chairman, will the gen-
tleman yield?

Mr. KELLER. I yield.

Mr. DUNN of Pennsylvania. If this bill is enacted into
law in its present form, will it provide pensions for those
people who have attained the age of 65, but who have not
contributed to the fund?

Mr. KELLER. Yes, certainly. The old-age feature of the
bill is just a piain, straight-out old-age pension. We are
mixing here, of course, old-age pensions and old-age
benefits; but the old-age-pension feature, I may say to the
gentleman from Pennsylvania, is just a plain, straight old-
age pension right straight out of the Treasury of the
United States.

Mr. DUNN of Pennsylvania. When will the payment of
these pensions begin if this bill is enacted into law?

Mr. KELLER. It goes into effect the 1st day of July, as
I understand it, but it actually goes into effect on the 1st
of January, as soon as the set-up, the organization can be
gotten together and arrangements made to administer the
law, and the names of those eligible have been gathered.
It will be a New Year's gift to the old people of America
from Uncle Sam.

Mr. DUNN of Pennsylvania. Will the gentleman yleld
for one further question?

Mr. KELLER. I yleld with pleasure to my colleague on
the Labor Committee.

Mr. DUNN of Pennsylvania. Will the citizens of those
States that do not provide pensions themselves derive any
benefits under this act?
laMr. KELLER. Not until those States pass appropriate

WS.

Mr. DUNN. nf Pennsylvania. Suppose those States should
refuse to pass legislation granting pensions, what would
happen?

Mr. EELLER. The citizens of those States.at the next
election would vote egainst incumbent officials, and put in
other officials who would pass such legislation; there is no
question about that.

Mr. DUNN of Pennsylvania. I believe the real solution
of the problem would be for the Federal Government to
pay adequate old-age pensions regardless of what the States
may do.

Mr. LUNDEEN. Mr. Chairman, will the gentleman yield?

Mr. KELLER. I yield.

Mr. LUNDEEN. Is not the statement of the gentleman
from Pennsylvania an added argument in favor of the Gov-
ernment paying these pensions?

Mr. KELLER. I may say to the gentleman I suggested
that, of course.

Mr. LUNDEEN. Just one other short question. President
Green, of the American Federation of Labor, described the
Wagner-Lewis bill as pitiable and utterly inadequate. Will
the gentleman say that this characterization applies to the
Doughton bill?

Mr. KELLER. I do not think so.

Mr. LUNDEEN. It is a different bill.

Mr. KELLER. The truth of the matter is that in my last
campaign I made speeches all the way along the line for an
old-age pension, and I stood for $30 a month. I have not



5552

yet received a single letter from the large number of aged
people in my district objecting to that. They are all only
too glad to think they are going to get it.

Mr. DONDERO. Mr. Chairman, will the gentleman yield?

Mr. KELLER. I yield.

Mr. DONDERO. The gentleman stated that 28 of the
States pay $30 a month old-age pension. Is that about what
they think the Government can carry out?

Mr. KELLER. That is true, of course, but the States have
not specified that in their laws. Twenty-eight out of 30 of
the governors of the States to whom I wrote to get a cross
section of State administration views on the whole matter
gave me as their opinion that $30 was the most practical
amount and that the Federal Government should pay from
50 to 75 percent, and scme went even as high as 80 percent.

Mr. WOOD. Mr. Chairman, will the gentleman yield for
one question?

Mr. KELLER. I am anxious to continue with my state-
ment, but I yield for a question to another of my colleagues
on the Labor Committee. Make it a straight question,
please.

Mr. WOOD. 1 wish the gentleman would tell me wherein
William Green, president of the American Federation of
Labor, has testified before any committee that the Wagner-
Lewis bill is a pitiably inadequate bill.

Mr. KELLER. I do not know.

Mr. COOPER of Tennessee. Mr. Chabrman, will the gen-
tleman yield?

Mr. KELLER. I yield.

Mr. COOPER of Tennessee. Purther extending the ob-
servation of the gentleman from Minnesota, I believe it is
but fair to say that in the statement of Mr. Green, the
president of the American Federation of Labor, when he
appeared before the Ways and Means Committee, in his
remarks on the question of unemployment insurance which
is contained in this bill under title ITI, he stressed two par-
ticular points:

One was that the funds should be pooled in the States and
not allow company reserves, and that is carried forward
exactly as he suggested here. The second point was that
the amount of the excise tax should be levied upon the pay
rolls to be paid by employers, and it is exactly provided in
that manner in this bill.

Mr. KELLER. I thank the gentleman for his observation.

Mr, TREADWAY. Will the gentleman yield?

Mr. KELLER. I yield to the gentleman from Massa~
chusetts.

Mr. TREADWAY. I want to clear up just a little uncer-
tainty in my own mind as to the statement the gentleman
made with reference to when any of these old-age payments
:v;ll nxl-;zch the individuals. I understood him to say very

ortly.

Mr. KELLFR. No. I stated the law would go into effect
cn the 1st of July, and it would take until about the 1st of
January before the entire machinery is set up, and bring
the money really into the hands of those who need it. That
is my own judgment.

Mr. TREADWAY. May I call the gentleman’s attention
to two provisions in the bill? One is that an appropriation
is authorized for the fiscal year ending June 30, 1936. That
is in section 1. Then in section 3 the Secretary of the Treas-
ury is authorized to make payments to States which have
an approved plan for old-age assistance. In other words,
the plan of the States must be approved by the Social
Service Board before the States are eligible to receive Fed-
eral assistance.

Mr. KELLER. Certainly. It would make for chaos if it
were not provided in that way.

Mr. Chairman, there are two bills I want to talk about,
namely, the Townsend bill and the Lundeen bill. I am not
excited about nor am I disgusted with either one. ‘The truth
of the matter is that I have read everything that has been
sent to me on this subject, and that ‘has been plenty, which
would enlighten me. I have received many letters along this
line, and I want to say that the Townsend bill as it first
came before this body was, in my humble judgment, a wild
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plan. May I say to the gentleman from California [Mr,
McGroarTY], that since he has worked it over it can no
longer be termed a wild plan. On the contrary, it is a very
intelligent presentation of an idea. However, it is not an
idea, in my judgment, that we are in position to accept at
the present time because I believe we have to go to work and
make money before we can pay out the money, It may be
because of my lack of vision, but I do not see that by spend-
ing money in the way suggested in that bill that we will
start things going.

[Here the gavel fell.]

Mr. DOUGHTON. 1 yield the gentleman 2 additional
minutes.

Mr. KELLER. For this reason, I have been fighting for
the right to give men jobs in this country. When you put
everybody to work and restore your national income to
where it was in 1928 or 1929, prior to the panic on the New
York Stock Exchange in October of 1929, then we are ready
to look at some of these plans; then we are ready, Mr. Chair-
man, to consider providing what we might call an adequate
pension out of this pension bill. We can do that after we
have had experience. In my judgment, we are not ready to
do that untii we have put men to work, and until we have
found out just what we can do.

The Lundeen bill is an idea, and it is a broad-gaged idea.
It is an idea that is worth the time of any Member on this
floor giving attention to, because I am not willing to say it
might not hereafter become the ideal plan to be adopted by
the American people when we have arrived at the place
where we can consider it as a possibility. It does seem to
me that we should pay this pension here provided for now,
and increase the payment, if found to be inadequate, until
the pension becomes adequate. That is the way American
people do things.

Mr. Chairman, may I say in closing that we ought to keep
our heads entirely clear. We ought to know that a vote for
this bill, whether we can agree with all parts of it or not,
is going to be a vote for the most forward-looking piece of
legislation in the history of* the American Government.
[Applause.]

[Here the gavel fell.]

Mr. TREADWAY. Mr. Chairman, I yleld 10 minutes to
the gentleman from Wisconsin [Mr. SAUTHO¥?].

Mr. SAUTHOFF. Mr. Chairman, I am going to address
most of my remarks to the gentlemen on the Ways and Means
Committee, because I am in favor of this bill. As I have
read it and studied it, however, I have come to the conclusion
that there ought to be some changes, and I come before the
Committee now in a spirit of friendly cooperation in order to
try to do something constructive to aid the bill, not in an
attempt to tear down the bill by vicious criticism that offers
nothing in its place._

We of Wisconsin have had nearly every bit of this legisla-
tion in our State, some of it for 20 years, and we claim that
we have the finest State in the Union, at least as far as social
security is concerned. {Applause.] We challenge compari-
son with wuny other State in this respect. In fact, up to this
year we were the only State in the Union that had unem-
ployment insurance.

Mr. Chairman, these various social, economic, and indus-
trial measures I have heard debated for 35 years in my State,
and invariably the only argument that was ever advanced
against such legislation was that it would destroy industry.
We do nat destroy industry and we never have destroyed
industry in the State of Wisconsin. I well recall back in
1911 and the years immediately preceding when we had the
fight for workmen’s compensation. The same battle was
waged against that measure that has been waged against all
social-security legislation in our State, namely, that it would
destroy industry in the State. Well, we adopted the Work-
men’s Compensation Act. We were called the “ Guinea Pig
State ” and the State of experimental industrial legislation,
but we have lived to see the day that not only the other States
of the Union have adopted this legislation but the Federal
Government in addition has also adopted it. [Applause.}
Furthermore, we are better off today than the majority of
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our States. Not one child has been denfed education because
of lack of funds, and all this we have done without one dollar
of bonded indebtedness. 'That is an exceptional record, espe-
cially in these gificult and trying times.

Mr. Chairman, I do not expect that this is going to be a
perfect piece of legislation. My own personal experience,
both in drafting legislation, in debating it, and in voting
on it, has led me to the conclusion that no legislation is
perfect when it is first passed. That is the common experi-
ence. We have to change all of the laws. We will have
to change this bill if we pass it in its present form. As
time goes on it will be improved with experience. Trial
and error will point the way for us to take in the future.
Coming generations will have different problems to meet in
this respect, just as our problems differ from those of a pre-
vious generation. Let them deal with their problems when
3:37 face them, just as we are dealing with ours as we face

em.

Mr. Chairman, I am in favor of passing this legislation,
not because I believe it to be perfect, but because it is a
beginning of a new era for the less fortunate and the
under privileged.

My anxiety about this bill is this: It is a splendid forward
step in the march of progress in social security, [Applausel.
I want to keep on with that forward march just as long as
we can possibly do so. I appreciate the fact that there are
‘those who would prefer to pass only old-age pensions and
discard all the rest of this splendid program. I am not
unmindful of the fact that there are those who would pass
only some legislation on unemployment insurance and dis-
card all the rest of this program.

As far as I am personally concerned, the 9,000,000 children
who come under this beneficial legislation are more impor-
tant than either the old-age people or the unemployed, be-
cause we have taken care of the unemployed with the
$4,880,000,000 work-relief bill. It now remains for us to
make some substantial contribution to the future in secur-
ing not a temporary relief measure, but a definite, per-
manent, social-security plan, and this is it.-

I now want to esk a few questions of the committee in
regard o this matter and may I say to the members of
the committee I have received two telegrams today. both
from my home at Madison, Wis. One is from John Calla-
han, the superintendent of public instruction, addressed to
me. He says:’

Iamhopmgfortbepmageotn.n.w especlally interested
in title 5, parts 2 and 4.

JORN CALLAHAN,

Then this other telegram:

Nine thousand, ive hundred crippled children sand over 14,000
physically-handicapped juveniles and adults in Wisconsin plead
your help. Urge title 5, part 4 and part 2, relating to vocational
rehabilitation and services for crippled children as included ih

H. R. 7260.
W. P. FAULKES,
State Supervisor, Vocational Rehabilitation.

Now, if the gentlemen of the committee will bear with
me, I will try to get a little help from them in respect to
some of the provisions that I think ought to be changed.

In the first place, I am not satisfiled with the contribution
of $50,000,000. I think it is utterly inadequate. I cannot
lend myself to a program in this House, which has voted
and will vote for $1,500,000,000 for the Army and the Navy
and less than $100,000,000 for this entire social security
set-up. This is why I say that in my judgment is it utterly
inadequate and will not take care of the wants and the
needs of those whom it seeks to help.

Mr. COOPER of Tennessee. Mr. Chairman, will the
gentlemzn yleld?

Mr. SAUTHOFF. 1 cannot refuse the gentleman, but I
would prefer to continue.

" Mr. COOPER of Tennessee. I understood the gentleman
was directing his questions to members of the committee.

Mr. SAUTHOFF. That is all right; go ahead, I yleld.

Mr. COOPER of Tennessee. I did not want to intrude
upon the gentleman, but I understood him to say he
wanted to direct his questions to members of the committee.

Mr. SAUTHOFF. That is correct and I yield,
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Mr. COOPER of Tennessee. On that point I invite the
gentleman’s attention to the fact that 29 States and 2 Ter-
ritories now have old-age-pension laws. The total amount
that is used for all of these purposes is $31,000,000. Of
course, this represents over one-half of the States of the
Unijon. The best estimates of those who were in a position
to know more about it than anybody else assured the coms-
mittee that the sum of $50,000,000 for the first year, when
we know that many of the State plans cannot be put into
full operation, would be ample and sufficient to take care of
that length of time.

[{Here the gavel fell.]

Mr. TREADWAY. ' Mr. Chairman, I yield the gentleman
3 additional minutes.

Mr. COOPER of Tennessee. And, of course, in future
years the gentleman will observe there is no limit set at all.
The amounts necessary are here authorized to be appropri-
ated.

Mr. DOUGHTON. Mr. Chairman, I yield the gentleman 3
additional minutes.

Mr. SAUTHOFF. Thank you very much, Mr. Chairman,

On page 3, lines 5 and 6, referring to the language in
parentheses, I think the civil service is omitted there, and
with respect to subsection (7) under (a), I have the feeling
that in the case of homesteads there should be an exemption
on homesteads for the benefit of the surviving spouse. It
should not be possible, upon the death of the husband, to
sell the homestead of the widow. ILet her live in the old
home the balance of her days.

On the next page, in lines 23, 24, and 25, beginning with
“not counting ” in line 23, and ending with “ $30 ” in line
25, we ought to strike that all out of the bill. I am in favor
of raising the amount and would make no limitation on the
States, but permit them to provide more generously, and the
Federal Government also. )

This, of course, is a matter of personal opinion, but I have.
the feeling that $30 is not adequate, and secondly, I want to
give the States all the possible help I can in passing their
own legislation.

On page 9, line 4, beginning with “ on the date he attains
the -age of 65, I feel there should be a limitation there re-
stricting it to those who have retired, in-order that it might
bring out what I conceive to be one of the purposes of this
bill, namely, by taking those that have attained the retire-
ment age out of employment, so as to make room for others
that need the work, and thereby create more employment by
getting rid of those who retire.

Mr. VINSON of Kentucky. Referring to the objection
the gentleman had to the $50,000,000 appropriation, I might
say that that is for the first year. The second year, the
Federal fund would be $104,000,000, and in 1945, it goes
to almost $450,000,000. o

Mr. SAUTHOFF. Yes, I understand that; I have read
the report. Now, on page 14, in the exemption in subsec-
tion 7, I am somewhat concerned that the exemption of
private industry plants might endanger the whole pro-
gram. I say this because you can pass Federal legislation
only on the grounds of inferstate commerce or taxation,
and such taxation must be uniform. ‘

I want to refer to one thing more. On page 18, I want to
ask this question. The 500,000 families now on relief will
be eligible under this title, will they not?

Mr. VINSON of Kentucky. Yes.

Mr. SAUTHOFF. On page 20, line 20, you have one-
third of the total amount expended. I am assuming, and
I may be right or wrong—I am assuming that probably the
original theory was that the Federal Government should
supply one-third, the State one-third, and the county one-
third. Was that the original idea?

Mr. VINSON of Kentucky. It may be done that way.
In Wisconsin the average amount for each child would be
$10.13. This would permit the amount to be increased to
$15.13, with the Federal contribution of 50 percent paid by
the State.

Mr. SAUTHOFF. Here again I have the feeling that tbe
amount is Inadequate. Eighteen dollars per month for a

"young mother with a minor child is utterly insufficient to
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supply even the barest necessities of life, and I therefore
feel that we should raise this amount to a sum sufficient to
supply their needs, without forcing the young mother out of
the home to earn enough to support herself and her baby.

{Here the gavel fell.]

Mr. TREADWAY. Mr. Chairman, I yield 10 minutes to
the gentleman from Wisconsin [Mr. HoLLl.

Mr. HULL. Mr. Chairman, the Chairman of the Rules
Committee warned yesterday that “ there iIs going to be a day
of reckoning for the people who are advocating this Town-
send plan when our poor, distressed people wake up to the
situation and find the snare and the delusion they have been
drawn into.”

At about the same hour a prominent official of the admin-
istration was testifying before a congressional committee,
and in effect said that a law which fails of its purpose was
worse than no law at all.

This so-called * security bill”, if passed in its present
form, will bring “ the day of reckoning” to those who are
playing fast and loose with the demand for old-age pen-
sions. It will be another of the laws which so fail of their
purpose that they are worse than no law at all. The bill
covers unemployment insurance and other features which, if
amended, may offer an excuse for its consideration. Its pro-
visions as to old-age pensions are wholly insufficient, the
appropriations are inadequate, and the results which will
follow its enactment will be both insufficient and inadequate.

Regardless as to how people may differ as to the Town-
send plan, or what may be their opinion of the original
McGroarty bill, or of the new bill presented by Mr. Mc-
Groarry which greatly modifies and changes the plan of
the original measure, it must be conceded that the millions of
people who have organized the movement are sincere in their
advocacy of the plan, both as to the relief for the aged and
the business recovery which they believe their measure will
bring about. Along with other old-age pension organiza-
tions, they have been influential in forcing the issue into
national attention, which they would not have been able
to do but for deplorable situations which surround six or
eight millions of old people, who, after giving their best years
to the development of their Nation as well as to that of
their home communities, now are facing the poorhouses or
various emergency relief agencies in order to keep body and
soul together.

In answer to the demand of the millions who have peti-
tioned Congress for this form of governmental aid, this
bill is offered. It purports, among other things, to provide
national aid to States for old-age pensions. In fact, it
merely seeks to reduce the present emergency-relief allow-
ances by the Government by taking the aged and unemploy-
able from the regular relief rolls and placing them on a new
relief roll, and taxes the States for one-half the cost. It
will empty no poor houses, it will not lessen the burdens of
municipalities whose depleted treasuries have been so drawn
upcen during the depression, it will offer no assistance to a
multitude of old folks who have labored long and earnestly
to provide for their own declining years but who now, through
no fault of their own, are unable to carry on.

This bill provides $49,750,000 for old-age benefits. It is
expected that States will provide a like amount, bringing
the total fund to $99,500,000. Divided among all the six
millions who have attained the age of 65 years, the amount
to each would be $16.58. Assuming that only one-fifth the
number of people might desire to apply for old-age benefits
the allowance would not exceed $82.90 per annum. And
that would be the amount which both State and National
Governments would be required to furnish under this meas-
ure. The bill would limit the allowance to $30 per month,
but with the total appropriation at less than $100,000,000,
not one-fourth that sum could be paid each individual. The
bill, therefore, seems to indicate that a much smaller sum
will be allowable.

The total appropriations for national expenditures at this
session of Congress will exceed $9,000,000,000. There are still
about $2,000,000,000 available for expenditure from the ap-
propriations of the preceding Congress. The appropriation
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for work relief and business recovery 1is close to $5,000,000,000.
Still, when 6,000,000 of our good people ask for a reasonable
but adequate old-age-pension law, their demand is met with
the proposal that they may have $49,755,000, and we are
warned by the White House that the amount must not exceed
that figure.

We are building a billion-dollar Navy. The profits which
will go to the builders and those furnishing materials and
munitions will be $200,000,000 or more. From the Senate
investigation of the profits of munition makers and arma-
ment manufacturers it is likely that more than 20 percent
of the cost of the billion-dollar Navy will go to the making
of more millionaires. This bill would give only the amount
which will be expended on a couple of warships for old-age
pensions. -

It is estimated that half the $4,000,000,000 about to be
expended for work relief under the President’s direction will
go to the purchase of material for construction purposes.
Under the provisions of the N. R. A. codes, there must be
allowed a profit of at least 10 percent. Nobody believes that
a mere $200,000,000 will be all the profits which will go to
the great corporations which will furnish the steel, cement,
machinery, and other purchases made for the construction
program. Profits are conspicuous featurcs in Goverament
work. '

The House has just passed a river and harbor bill for
$162,000,000, which carries $59,000,000 for the improvement
of a couple of canals, nearly $10,000,000 more than this bill
provides for old-age benefits.

Recently a bill was rushed through the House adding
$38,500,000 to naval appropriations, which will be expended
for new buildings, drydocks, and, among other things, for
palatial homes of naval officers at varlous points. From
the P. W. A. funds allocated to the Navy by the President
last year, over $119,000,000 are still available.

Under the relief program about $700,000,000 will be spent
upon 600,000 young men in the C. C. C. camps the coming
year. However laudable may be that expenditure, the funds.
to be spent will be 12 times as great as the appropriation in
this bill for those of the 6,000,000 of aged people, who have
lived, worked, and paid taxes for a lifetime and now are in
dire need.

These are only a few instances of what the huge appro-
priations of this Congress will include.

The best feature of the bill before us is that it may be
amended, drastically amended, if Congress wakes up to the
problem and votes in the amendments. The total appro-
priations should be increased manyfold. The entire fund
should come from the Federal Government. The require-
ment for Sta*e contribution should be eliminated. The
amount of old-age benefits should be sufficient for its much-
needed purpose. A nation that can spend billions for war
preparations can and should be able to care for the aged.
and infirm.

The demand for old-age pensions cannot be met by bluffs
and gestures. This bill is hardly either in its present form.
[Applause.]

Mr. THOM. Will the gentleman yield?

Mr. HULL. X I have time.

Mr. THOM. I call attention to the fact that under the
law providing for the enlargement of the Navy the profits
are limited to 10 percent.

Mr. HULL. In 1935 you had $38,000,000 for auxiliary
cruisers. How much profit was there?

Mr. THOM. The law restricts profits to 10 percent.

Mr. HULL. The law is one thing, but the administration
of it is another when you come to naval appropriations.

[Here the gavel fell.]

Mr. TREADWAY. Mr. Chairman, I yield 10 minutes to
the gentleman from North Dakota [Mr. Burpickl.

Mr. BURDICK. Mr. Chairman and gentlemen of the
Committee, if you will permit me to finish my statement,
and then get me additional time, we will open the whole
matter for a free-for-all as far as questions are concerned.

Mr. Chairman, I trust this Congress will not adjourn until
it has passed a comprehensive and effective old-age-pension
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law. There will be many plans before us, and the advocates
of each will insist upon their method as the only method
open to us. We need to have patience—we need to exercise
8 charitable attitude toward those who may disagree with
the plan offered by someone else. Personally, I am an
advocate of the McGroarty bill, known in this House as
“H. R. 7154” In my judgment, the plan proposed in that
bill is the best plan before the American people, and it
was introduced in this House by one of the ablest men who
ever was honored to sit in this Congress. Often I have
heard some Member say, “ This horrible, this visionary, this
{ll-considered Townsend bill.” Members who are ignorant
enough to say that, or make similar statements, are not to
be censured but pitied. I trust I have sufficient training and
experience in life as to prevent me from making any such
rash statements concerning any bill intended for the relief
of any class of our citizens. While an advocate of the so-
called “ McGroarty bill —Townsend bill—I hope I have the
good sense to keep an open mind throughout this debate and
thus be in a position to exercise my best mental power to
contribute my small part to the accomplishment of a long-
delayed task—that of providing security for the aged of this
country.

Just criticisin of the bill before us is, no doubt, welcomed
by the sponsors of the measure, but I hold that this criticism
should be constructive and emanate from worthy motives,
and not be brought forward in any spirit of ridicule or for
the purpose of defeating the measure by methods that are
unfair and unethical.

Personally, I feel the present bill will not give that security
to the aged that we all hope for. My reasons are:

First. It seems to me we have appropriated enough under
a system of selling interest-bearing Government bonds. The
revenue to support the present bill provides for a general
appropriaiion and will continue the same system of bond
issue. We have now reached a point where the interest
burden, public and private, is more than we can pay.

Second. The payments to old people, under this act, will
be, prior to 1942, nothing more or less than a dole, and the
recipients will still be objects of charity under a system that
will permit only a bare existence.

Third. The present act is the most brazen ailtempt to
submerge the sovereignty of State governments to the will of
the General Government ever attempted in American his-
tory. Every State is compelled to pass laws such as will be
approved by the board in control of payments under this act.
Had any such attempt been made in 1861 to do the seme
thing this Government would not be known to the world
today as the United States of America. Today we see the
sovereign power of States disappesaring entirely and the Fed-~
eral Government reaching out in all directions to eontrol the
destiny of the American people. Why have any State legis-~
lature at all, if they must pass such laws as Congress and
the executive branch of the Government shall dircct? When
will this tendency to overshadow State governments cease?

Fourth. The present aet will not remove any of the aged
from employment, for the payments under the act will not
support the aged people now employed. This act will not
create any new jobs for the unemployed, who are young
and will work if they can seeure work. This act will not
remove the four million from relief, but will extend the same
situation for years to come.

Fifth. This act creates another Federal bureau, with high-
salaried administrators, who in all probability will be no
more in sympathy with the needy than are the various
directors and administrators of the multitude of Govern-
ment set-ups handling relief today. It creates more Federal
Government when we have enough es it is.

sixth. This act will not place the purchasing power down
in the grass roots, but will continue our present business
policy of hand-to-mouth planning. It will not start the
factories that are idle or bring a living price to those who
produce raw materials. It will not restore business activity,
but by bond issues will further Increase the tax burden and
further retard business.
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WEAT THE M’GROARTY BILL WILL DO

First. It will lessen the crime wave, for the lack of oppor-
tunities and idleness, without legitimate incomes, is now
known to be a major factor directly responsible for crime.

Second, It will stop the ever-increasing stream of unfor-
tunates on their way to the insane asylums.

Third. It will close out every poorhouse in America.

Fourth, It will take 4,000,000 people over 60 off relief rolls.

Fifth, It will put 4,000,000 unemployed young people to
work in the place of 4,000,000 old people now working.

Sixth. It will take 2,060,000 old people off private relief and
ease the burden of their relatives who support them.

Seventh. It will start the buying power of the American
people at the grass roots among the retailers, and from there
back to the factories and producers. The demand for employ-
ment will increase. Factories will start, producers of raw
materials will find a market for their products, the unems-
ployed now on the outside of factories looking in for a job
will have a job. The whole intricate business machinery of
the Nation will start that has been paralyzed since 1920, and
especially so in the East since 1929.

Eighth. To do this will cost the Government nothing.

Nintk Relief will be in the hands of th2 aged and sympa~
thetic instead of some hired and unsympathetic and scien-
tific nuisance.

Tenth. It will drive cut that fear of a fateful future which
has weakened the minds of millions and has filled the poor-
houses and the asylums.

Eleventh. It will be doing for our aged what this Govern-
ment should have done in the very beginning of it.

Twelfth. Everyone seems willing to give their support to
the conservation of our national resources, but we have for-
gotten the greatest resource of all—the fathers and mothers
of this Nation. Our civilization and progress cannot be
measured by our fields, our mines, our factories, our
churches, our buildings; but it can be measured by the peo-
ple who live here. Their condition in life should be the
greatess concern of any sysiem of conservation, and the
condition of the aged and their treatment by the Govern-
ment under which they have lived and which they have
helped to build is the true test and standard of progress
and civilization of this or any other Government.

Thirteenth. This act will not control the action of any
State legislature, but leave the sovereign power of the States
intact.

Foucteenth. This act will create no new bureaus or ad-
ministrations, but will use the machinery which we now
have,

Out of a class of 100 college graduates, graduating at age
of 25, the amazing results are a3 follows at the age of 65:
3 are financially comfortable; 1 has become rich; 4 have
accumulated partially enough to live an; 65 are day laborers
o;g.aupers or living on charity, public or private; 27 are
d

It should be remembered that this group has had the
advantage of special training, and therefore much more able
to fight the battle for existence than those who have had
no such advantage.

There are now four million 60 years or older on relief.

There are four million 60 years or over employed.

Those who are accepted for insurance, at 60, have a life
expectancy of 15 years. This applies only to those accepted.
Of all, at the age of 60, the life expectancy does not average
over 6 years and 8 months.

There are approximately 10,000,000 of the age of 60 or over
in the United States. There are, therefore, about 2,000,009
not employed and not on relief and probably supported by
relatives. Their status is unknown.

The Townsend bill will put relief in the hands of our old
people, with sympathy and understanding, instead of with
administrations that are hired to do the work and who are
cold-blooded and unsympathetie,

Our old people who have reached the age of 60 only have
a life expectancy of a little less than 7 years, and after hay-
ing worked nearly all their lives in building up our civiliza-
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tion, shall we in the future do as we have done in the past—
turn them out to die neglected? Remember that 65 out of
every 100 at age of 65 are day laborers or wholly dependent
upon charity, either public or private. We condemn the
Eskimos for murdering their aged parents, but have we not
done the same thing under the cloak of modern civilization?
We are not as honest as the Eskimos.

We have authorized the President to use $4,000,000,000
to create artificial jobs for the unemployed. These are
forced jobs and when forced, much of such planning must
necessarily be futile. Much of it will be unnecessary, and
no matter if the work is planned to be of permanent value
to the country, such forced work can never take the place
of natural demand born by necessity. Many of the forced
jobs will not spring from any necessity, arising from the
natural development of our civilization, but will be born by
that other necessity, temporary in character, immediate in
demand, and without natural impulses, namely, the necessity
of finding something for those to do who are out of work,
out of relief funds, and in dire need of the necessities of life.

Turn half of this $4,000,000,000 into an old-age annuity
fund, to start the Townsend plan, and our unemployment
problem will be settled. The fund will be augmented by re-
ceipts from transactions, and each transaction will leave
along in its path new employment, springing from natural
causes, not artificial, and the advances made by the Govern-
ment in cash will be returned. Let the President spend
the four billion on artificially created jobs, and the Govern-
ment will never be repaid, and the work accomplished will
be of most doubtful permanent value to the country. I
cite this, not in the hope of preventing the expenditure of
the four billion by the President, for that has now been
authorized. I cite it to show those who condemn the Town-
send plan as visionary have plenty of material in the
$4,000,000,000 work bill to keep their visionary tendencies
under complete control.

If these old people on an average only have less than 7
years still to live, can we in this Congress justify ourselves
in voting for a bill that shall take them off the public-dole
system and put them right back on a pension dole? That is
what the provisions of this administration bill means. Any-
one knows that the payments provided for per month is not
enough for any old person’s maintenance under any stand-
ard of decency. They can exist on the dole, they can exist
on less, but we are here today to break the chains that have
bound us in the past to an ignorant, unhuman, and now
unthinkable policy of dealing with the aged. We are here
to give them what they should have had at the very begin-
ning of this Government. Because of lack of vision the
old have been sent to the poorhouses, to the asylums, and
to their graves. We have missed the greatest human prob-
lem for which free governments are instituted.

We are here today to change the program—we are here
not only to give the aged a new deal but new hope. We
shall miserably fail in our duty should we be content with
providing a fund for the aged that shall merely keep body
and soul together.

With their few years yet to live, let us pass legislation
that shall recognize their service to a great country. Let
their remaining days—just a few days—be days of gladness,
days of hope, days in which they can devote their time and
declining energies, not in labor of the strong, but in acts of
kindness to their friends, neighbors, and the community.

It seems that as the last few years have sped past, we
have been so engrossed in the mad policy of making more
money, more profits, collecting more interest, that we have
forgotten how to live. Neighborly deeds immortalized by
James Whitcomb Riley live only in the history of the past.
The specter of want—something to eat, and a place to stay
when we are old—has pursued our people relentlessly. It
has produced in the minds of the old and in the minds of the
young a constant and dreaded fear of the future. I person-
ally cannot remember a time, since I was old enough to
understand, but what that common dread, that specter of
want has not pursued me. I can well remember when the
song Over the Hills to the Poor House fllled my eyes with

CONGRESSIONAL RECORD—HOUSE

APRIL 12

tears, even when I was confident that I had the power to
fight and overcome this dragon of want.

This mental attitude has had a devastating effect upon
the American people generally. It has weakened minds,
it has weakened the aged in their fight for existence. It
has filled the poor houses, it has over-filled the asylums,
When the young witness the treatment of the aged, under
our present system, they know that soon they will be next,
and this mental disturbance has dangerously affected the
American mind. Today, if we attack this problem cor-
rectly, we can drive out this fear, we can destroy this
dragon, we can establish clear minds, we can think of our
neighbor, we can bring happiness and joy to ten million of
our aged and hope to the young, and relieve the mental
strain on our entire population. [Applause.)

Mr. TREADWAY. Mr. Chairman, I yield 10 minutes to
the gentleman from Pennsylvania [Mr. Focarl.

Mr. FOCHT. Mr. Chairman, I ask unanimous consent
to extend my remarks and to include therein a short state-
ment and a short bill in connection with that statement.

The CHAIRMAN. Is there objection?

There was no objection.

Mr. FOCHT. Mr. Chairman, we have had whatever there
may be of two sides to this question. As you all well know,
that great philosopher, Tom Reed, who at one time presided
over this House, said it mattered not how thin a pancake
might be, there were still two sides to it. And there are
therefore two sides to this question as a whole. Much has
been said in compliment of the eminent gentleman from
North Carolina [Mr. DoucaToNn], and I always have some-
thing to say in praise of him, the best I could say about
any man, the fine courtesy he always exhibits to the Mem-~
bers, and the great patience shown here during his splendid
explanation of the bill. Next we have the distinguished
gentleman from Massachusetts [Mr. TREADWAY], saying why
he is against the bill. I am inclined to think that many who
may bte against the bill are against that portion of it which
seems to be very much involved. We can go back to that
immortal decision of the great jurist John Marshall, and
find the genesis of this proposition which we have here. It
was when he wrote Into a decision the thing that made
America great and powerful, and which.stands as the reason
today for America being the greatest country in the world.
I refer to the decision where he removed the barriers be-
tween the States, providing for the free flow of all commerce
between the Commonwealths of the Nation. That is some-
thing that the European nations have been, to emphasize
the matter, too dumb to understand, except in the time of
Napoleon when he made an attempt and lost his throne
for doing so. So let us separate these measures. lLet each
be free from hindrance of any other and be considered on
its own merits.

When we come to the question of evolving something new,
I am reminded that it is about 40 years now since we passed
the Interstate Commerce Act, and yet not a day passes but
you have arguments between the brightest minds of America
before that Commission, and nothing seems settled about
traffic or about freight rates. I heard read in the Senate
by Senator Aldrich a report on the Federal Reserve ques~
tion some 20 years ago, and I thought that was about right,
but it is not now what it was then. It was understood at
that time that if you had a piece of commerecial paper you
could have it discounted, and when you got tired of paying
68-percent interest upon it you could redeem that piece of
paper. You can no more do that than fily. The only way
that you can get any money now is to offer gold dollars and
get your wife and all your relatives to endorse your paper
and put up your farm, and then you may have some difficulty
in getting it.

There is no such thing as perfection of human wisdom,
and however great the men may be who framed this bill,
however great you may be who discuss it here today, you
will find In every State where there is an important State
law, or where we have application of the Federal law, that
after it gets through the committee and through the House
and the Senate and the conference committee and the
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Attorney General passes on it and the President signs it, and
it gets down for real contact with the laws of Nature, that
is where Nature unfolds the flaws. Hence, you do not have
a perfect bill today. I would pot be suspicious. L would not
sound a note of that kind; I have too much respect for this
House, and particularly its integrity, and I always challenge
anyone who inveighs against this House and against its
sincerity, much less its integrity.

But I have been in the legislative business so long that
when I see such a righteous part of a bill relieving old
women and men of the country, whose limbs are weakening
under them and whose hands are palsied, connected up
with an involvement of something else, I become suspicious.
The same kind of a bill has been adopted by 28 States, for
old-age pensions, and the reason they are not a howling
success is that they do not have the money to put them
into effect. The sentiment is there and the system is perfect
enough. Yet you bring out a bill for old-age pensions, but
hang something to it that makes me suspicious, as I say,
for I learned long ago that there are more ways than one
to kill a dog, and if that is what you are doing then I ask
you to shift your position, for it would be an outrage to
imperil the old-age-pension bill. Can you not get through
this old-age pension and save these people and let them dry
their tears and take the burden from their souls without
involving it with something else, even though there is virtue
in that something? It will take you 20 years to work out
to completeness this thing of guaranteeing the payment of
wages, and we want old-age pensions now. Lock how long
it has taken in England, and yet see what a little thing it is.
I am going to put this into the REcorp. Germany had com-
pensation many years before we did, and after the British
Parliament had worked at it from 1920 to 1925, this is what
they have done. But if they can do that, it seems to me
that we can solve this problem without involving it with
old-age pensions. I am afraid that this thing may fall
down on account of this involvement. Right in my own
district we have the great Logan Iron Works and the Burn-
ham Steel Works.

I have many personal friends who now, at a time when
these institutions are silent, when no simoke curls from them
and no flame is to be secen from them at night, who are
receiving pensions from a fund accumulated over the years.
When we go through the valleys at night there all is as silent
as death. As the lady said here the other day, when you
walk through one of those towns in New England where the
mills have been shut down it is like going through a grave-
yard; and yet, as I say, notwithstanding tnat, I have friends
up there who are receiving pensions from a fund accumu-
lated over the years. That is the case in many institutions.
To iron out the difficulty you will have as between employer
and employee will take you some years. You have already
passed here 20 major pieces of legislation. It took you 18
months to bring out any tariff bill that was ever brought
before this House. It took 30 or 40 years to evolve the
Interstate Commerce Act and 20 years for the Federal Re-
serve. It should have taken 2 years for every one of them,
or 40 years, and you passed them all in 4 months, and you
are bringing them all back to iron them out again. I hope
the genius of direction and the understanding of legislation
on the part of the gentlemen in charge of this bill will in
some way separate that old-age-pension bill from the cthers:
although I will take it ali rather than see old-age pensions

fail.
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Mr. DOUGHTON. Mr. Chairman, I yield 10 minutes to
the gentleman from Missouri {Mr. Woopl.

Mr. WOOD. Mr. Chairman, I am glad this Government
has finally decided to consider seriously the great sccial-
security questions now involved in this bill. The questions
of old-age pensions and out-of-work insurance have been
given more earnest consideration at this sesslon of Congress
than at all the sessions of Congress since the Constitution
of the United States was adopted.
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I realize that In the consideration of initial legislation or
new legislation there are two very divergent views, espe-
cially so when you are considering legislation with reference
to social security. There are those who are ultraconserva-
tive. Then there are others who are very extreme. Always
between those two extremes, legislation takes the middle
course and reaches fruition.

I realize there are a great many imperfections in this bill.
I do not expect it to be perfect, but I do know there are a
great many questions of national importance, embracing
almost every phase of social legislation in this bill. In addi-
tion to old-age pensions and unemployment insurance we
have a provision providing for dependent children, infant
and maternal welfare, welfare service for children, voca-
tional rehabilitation, care of crippled children, Federal Pub-
lic Health Service. All of those are very vital questions
which are embodied in this legislation.

Now, with reference to unemployment insurance: The
wage earners, those who could act in unison, have been
carrying on an incessant struggle for the enactment of un-
employment-insurance legislation. For 10 or 12 years the
American Federation of Labor exerted its efforts for the
enactment of a Federal employees’ retirement act. That
law provides, as you know, for 3 percent of the earnings
of the Federal employees to be checked off and become a
part of the fund. The railroad employees have keen at-
tempting to build up some sort of a retirement fund. We
enacted in the last session the railroad-retirement law and,
as you all know, that is now before the Supreme Court. The"
State of Missouri, my State, has just enacted an old-age-
pension law. The house and senate have passed the law but

the Governor has not yet signed it. That provides a maxi-

mum of $30 a month. If this bill is enacted, that will make
it possible for some old folks to secure a maximum of $45
a month. In any case they will receive at least $25 a month,
although they draw the minimum as provided in the Mis-
sourl law. Now, if this bill is passed it will not directly
affect men between the ages of 45 and 65, but by the enact-
ment of the Railroad Men’s Retirement Act, if it should go
into effect, it is estimated that in the first year it will take
out of service approximately 250,000 railtoad men, placing
them on a pension or annuity. That would naturally make
openings for 250,000 younger men. In the railway-train
service there are very few men now woarking for a railroad
who have less than 30 years’ seniority. Many of them are
over 45 years of age; so that 250,000 young men will be
placed In the service. I say that will ‘have the effect of
creating employment. -

What I am interested In especially is the establisbment of
the principle. To my mind, this is the most far-reaching
piece of legislation and is the most constructive and most
humane proposal that this Congress has considered, or any
other Congress has considered, for many years past. It is
establishing that great principle of caring for our old folks,
for the aged and the needy, caring for the children, crippled
children, caring for the unfortunate mothers in maternity
welfare. There are so many angles to this bill, and it
reaches down into so many phases of soclal security that I
think it is the most humane and constructive piece of
legislation that we have ever considered.

Mr. DUNN of Pennsylvania. Will the gentleman yield?

Mr. WOOD. I yield.

Mr. DUNN of Pennsylvania. The gentleman is president
of the State federation in the State of Missourd, is he not?

Mr. WOOD. Yes. It was not necessary to mention that,
however. .

Mr. DUNN of Pennsylvania. But I wanted to make a
point.

Mr. WOOD. The gentleman has asked me that two or
three times. I tell the gentleman again that I am. Every
time I have spoken the gentleman asked me that. I hope
he finds out some day that I am.

Mr. DUNN of Pennsylvania. You are then affiliated with
the American Federation of Labor?

Mr. WOOD. Oh, yes. I have told the gentleman that,
too.
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Mr. DUNN of Pennsylvania. Al right. Now, this is the
point I want to make.

Mr. WOOD. Now the gentleman is taking up my time.

Mr. DUNN of Pennsylvania. No. This is on the question
of labor. I was informed when this bill was first introduced
that the American Federation of Labor was against it. Now
I have been informed they are for it.

Mr. WOOD. I do not know who the gentleman’s inform-
ers were, but they misinformed the gentleman.

Mr. DUNN of Pennsylvania. Has the American Federa-
tion of Labor endorsed this bill in its present form?

Mr. WOOD. I do not know whether they have in fits
present form. They endorsed the original bill. They en-
dorse the principle.

Mr. DUNN of Pennsylvania.
to this bill? .

Mr. WOOD. Even {f the American Federation of Labor
or the Manufacturers Association or any other association
have or have not endorsed it, I am for this bill, because I
believe it is right. [Applause.)

[Here the gavel fell.)

Mr. DOUGHTON. Mr. Chairman, I yield 10 minutes to
the gentleman from Mississippi {Mr. Forbl.

Mr. FORD of Mississippi. Mr. Chairman, I am sorry that
in an age of advanced civilization the United States has
come thus far along the road of national development with-
out establishing a plan and furnishing funds for taking care
of the old people of our country.

England, Germany, France, Belgium, Australia, and
Canada have excellent old-age-pension systems. The United
States stands alone with China, of the major countries of
the world, in its failure to provide for the aged people of the
Nation. A total of 42 foreign countries now have old-age
pensions and they have found it to be more economical than
an almshouse system with all its congregation of misery.
Denmark, a little country with only 5,000,000 people, pen-
sions all its citizens over 50 years of age who have no
means of support. With the economic advantage in mind it
would appear that all would favor a well-established systein
of cld-age pensions, even if they refuse to recognize the
existing moral obligation.

I want to tell you that providing for those who have spent
a lifetime of honest toil is not charity from the Government.
I resent that sort of an interpretation being placed by some
on this matter. It is a duty of humane civilized govern-
ment to care for those citizens who bhave spent a lifetime in
promoting their country by being good citizens. I can easily
see where the path of duty lies on the matter of old-age-
pension legislation and I regret that there is any opposition
to the passage of a bill that will guarantee our aged citizens
relief from the mental and physical torture of poverty in
old age.

There is no justification whatsoever for a great, powerful,
wealthy country like America leaving its aged people to shift
for themselves while suffering the impediments of old age.
After a life spent in rearing a family, paying taxes, and
assisting in generally maintaining the country they are left
to gaze toward the sunset of life with the ghastly figure of
economic uncertainty appearing on all sides. There are no
steps taken to help them combat the strenuous battle of life.
My friends, everyone knows that the majority of our old
people are not responsible for being unemployed or without
funds. The inescapabie disabilities of age prevent work. A
bank failure, a bad investment, or a false friend may have
swept away the savings of a lifetime. All their lves have
been spent in a battle against a stubborn, adverse economical
system.

Mr. Chairman, with this in mind I cannot agree that the
several States should be required to match dollar for dol-
lar with any funds furnished by the Federal Government
for payment of old-age-pension benefits. Many States are
absolutely unable to furnish any funds at all for this pur-
pose, thus preventing any aged, needy citizens from receiving
help in those States while citizens of other States are being
granted assistance. It is my contention that the Federal
Government should set a definite sum per person to be

Then they are not opposed
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granted each State for all persons in that State above g
certain age. If the State is able to furnish additional funds
it should be allowed to do so. 1f the Federal Government
agrees to furnish a certain sum per month for every per-
son over a certain age, then let it furnish that sum, without
requiring that the State furnish an equal sum per person,
I can name a number of States which will not be able to
furnish any additional sums to match Federal assistance.
I ask you i it is fair for the citizens of those States to be
barred from the same relief that is going to other States
because the other States happen to be richer. The richer
States need it the least, and under the provisions of this
bill they will receive it the most casily, while the Statcs
really in need will have no relief at all. I most earnestly
ask you to amend this bill so as to see that all American
citizens receive equal benefits, benefits to which you know
they are entitled.

Mr. Chairman, I want to remind you of that clause in the
Democratic platform of 1932 which said, “ We advocate con-
tinuous responsibility of the Government for human wel-
fare ¢ ¢ o7

I ask the Democratic Members, who are in such vast
majority here, to discharge their obligations as Congress-
men, as well as fulfill the obligations of the party. That
means that we should all vote for an old-age-pension law
that will bring some adequate relief to the aged citizens of
our country, for they are entitled to a law that will bring
relief without discrimination between the rich and poor
States.

Mr. WOOD. Mr. Chairman, will the gentleman yield?

Mr. FORD of Mississippi. I yield to the gentleman from
Missourl,

Mr. WOOD. Would the gentleman consider the 28 States
which have passed old-age-pension laws as the richer States?

Mr. FORD of Mississippi. I do not think I would consider
all of the 28 States as the richer States of the Unilon; but
I call the attention of the gentleman to the fact that if he
will check up on the legislation that has been passed by the
28 States which he refers to he will find a mere handful of
people receiving pensions under the State law. I had hoped
that we might enact a law that would provide a uniform
system of benefits to the old citizens of our country who
are unable to work or financially care for themselves. If,
however, certain States cannot meet the requirements of the
act now under consideration because of financial inability to
do so, the aged people of those States, just as deserving as
the aged in the rich States that can comply with the require-
ments, will not be able to share the benefits proposed by
the legislation.

Mr. HOUSTON. Will the gentleman yleld?

Mr. FORD of Mississippi. I yield to the gentleman from
Kansas,

Mr. HOUSTON. Does not the gentleman know that at
the present time over 50 percent of the Federal taxes are
collected from six States?

Mr. FORD of Mississippl. That may be true, but does not
the gentleman also know that most of the wealth that is
now in those particular six States came from the people in
the poor States and that it is now in the hands of the very
few in this country? If the poor States have produced the
wealth and we are trying to reach a better social position in
this country, we cannot help the old people of one part
without helping the old people of another part. Why should
not the rich States be willing to say, “ Yes; we will help the
aged people in the poor States and put them on the same
basis as those who live in the richer States ”"?

Mr. HOUSTON. Is this a share-the-wealth campaign?

Mr. FORD of Mississippi. The gent'eman might term it
that if he desires. I am trying to reach all of the people
of the country. It we help a selected few in some of our
States and do not reach out and get those in the poor States,
we might as well throw this piece of legislation into the waste~
basket for the good it will do the people as a whole. We
cannot help a few people in the country and fail to help
those who cannot help themselves. If we are going to ac!
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as legislators in Congress, we have to think about the country
as a whole. [Applause.}

[Here the gavel fell.]

Mr, JENKINS of Ohio. Mr. Chairman, I yield 1 minute to
the gentlewoman from Massachusetts {Mrs. RoGers].

Mrs. ROGERS of Massachusetts, Mr. Chairman, I am
going to devote my time to speaking on title IX of the social-
security bill, which refers to unemployment compensation,
The ccmmittee report in title IX states in part:

The fallure of the States to enact uncmployment-insurance
laws Is due largely to the fact that to do 60 would handicap their
industries In competition with the industries of other States. The
States have been unwiiling to place this extra financial burden
upon their industrles. A unifcrm, Natlon-wide tax upon industry,
thus removing this principal obstacle In the way of unemployment
insurance, is necessary before the States can go ahead. Such a
tax should make it possible for the States to enact this socially
desirable legislation.

This is one of the purposes of title 1X of this bfll. In this title
a tax 1s imposed upon employees throughout the country against
which a credit 1s allowed of up to 90 percent of the tox for con-
tributions made by employees to unemployment compensation
funds established pursuant to State law.

That this tax is Imposed on employees is indicative of the con-
viction that employers should bear at least a part of the cost of
unemployment compensation, just as they bear the cost of work-
men's compensation. Each State is, of course, free to assess not
only employers but employees; and in this connection it may be
noted that In European countries, and under the law recently
passed by the State of Washington, employees are required to
contribute.

‘The amount of benefits payable for unemployment from con-
tributions amounting to 3 percent of pay roll would vary from
State to State. The maximum period for which benefits may be
paid depends not only upon the rate of unemployment, but also
upon the percentage of wages paid as benefits, the length of the
required waiting period, the ratio of weeks of employment to
weeks of benefits, and other provisions. The scale of benefits
which States will be able to pay from a 3-percent rate of contribu-
tlons on pay rolls will carry the great majority of unemployed
workers through normal years until they arc able to secure em-
ployment again. While the Federal tax is limited to 3 percent
{1 percent In 1936 and 2 percent in 1937), some States will prob-
ably increase the benefits payable by requiring also contributions
from the employees or the State government. Under a reasonable
scale of benefits, reserves would accumulate in normal years to
carry the fund through minor depressions or the first years of
& major depression.

I want to bring to the attention of the House the enormous
importance of keeping our industries running in order that
wages may be paid. Again I wish to bring to the attention
of the House the fact that ruin is certain if something is
not done to save the great cotton-textile industry. The
people of the country ought to realize also that no one on
relief will receive a particle of benefit from this title. It is
of great importance that the wheels of industry be kept
turning and wages pald.

Tuesday President Roosevelt is reported to have said to
the press that the processing tax is vital to the farmers. I
speak not for the cotton farmers alone, I speak not for
the mill owners alone. I speak for the 440,000 mill workers
and for the 9,000,000 workers who earn their livelihood from
raw cotton. I speak for the people of the entire United
States—for every individual in every city, town, and hamilet
in the United States is affected. It is vital to them that
the burden of the processing tax be lifted. I took my de-
mands to President Roosevelt this morning. He has not yet
acted to save the cotton-textile industry, but I believe he
will. The industry is in direst need; it cannot carry on
without relief of some kind. I am vitally concerned with the
interests of our people and will fight with every ounce of
energy I possess to maintain ang protect a basic industry
which under normal conditions affords the opportunity for
thousands of people to work and earn their living, I appeal
to you to fight shoulder to should with me—to demand of
those who have the power to use it. President Roosevelt has
full authority to save the situation. He must do it. We
have a right to demand that. It is only through work that
a npation can survive. If the sources of employment are
allowed to disintegrate and disappear the very existence of
the Nation is threatened. For our American people to be
forced into unemployment by difficulties which can be cor-
rected or forced into other channels of work, if such could
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be found, for which they are not trained and cannot suce~
cessfully perform, is not only gross but wiliful ineficiency.
the responsibility for which should be definitely placed. A
nation cannot afford to be inefficient, especially during a
pericd of depression.

When your home and family are in danger you ficht, even
though the cdds against you may bs overpowering. With
your back to the wall you grasp at every advantage and
every aid. That is exactly how the cotton workers feel
today. They are desperate. They are on the verge of hys-
teria with the tragedy of it all. They appeal to the Nation
for ine right to exist, the right to earn a normal living and
enjoy the privileges to which every American is entitled.
While their battle is an economic one, it is just as serious
a war as any yet fought, and its effects quite as far-
reaching.

During these days of tremendous economic readjustments
we cannot assume a set of economic premises and ration-
ally deduce conclusions helpful to the solution of our prob-
lem. We are living in a practical, rapidly changing world—
not a world of assumed conditions. We must face the issues
of our problems as they actually exist and try to reach a
conclusion as judicial as possible for all concerned in view
of those conditions. The textile industry is one of the oldest
basic fundamental industries in America. The first coiton
mill was established in Rhode Island in 1790. The Industry
has had and still has a tremendous influence on the develop-
ment and industrial life of our Nation. There are thousands
of our people who are dependent upon the industry. They
need the industry, They are anxious to earn their incomes.

Two important factors contribute to the cause of this
blight which has fallen upon one of America’s greatest In-
dustries—the cotton-textile industry—one the processang
tax and the other the destructive competition from Japan.

Many of my listeners are familiar with conditions in a
mill town when work is plentiful. We of New England have
known the happiness and contentment of steady work and
wages. For the last few years, however, we have seen the
cotton-textile industry steadily decline. We have seen fac-
tory after factory move away to cstablish elsewhere, to
take advantage of wage differentials or economic conditions.
We have protested and urged that the differentials be ad-
justed equitably. But that is not what is worrying us now.
It is something bigger, more devastating; something that
does not affect New England alone, but every part of the
United States.

It is not difiicult to visualize the vast number of people
affected by the alarming conditions in this industry. Its
ramifications reach into every home in the land. The cotton
farmer of the South, the small-town merchant of the West,
the exporter at the gateways of commerce, all are dependent
upon the well-being of this tremendous business. If it falls,
they fall.

Conditions in the industry are alarming. 1t is dying a slow
death. In my section of the country there is no necessity for
calling attention to it. It is only too evident. But you who
are sitting before your radios in other parts of the land, to
whorn the textile industry means nothing until you notice per-
haps that the price of your favorite brand of cotton sheeting
or print goods has advanced to a noticeable degree—it is you
I want to reach. As you know, the Government has placed
a levy called a “ processing tax ” upon the manufacturers of
cotton goods, the money so collected to be used in paying
the cotton farmers for reducing their acreage and so limit
their crops. From August 1933, when the tax was first levied,
to December 1934, these taxes amounted to the tremendous
sum of almost $200,000,000. The effect of this burden has
been a substantial increase in the cost of cotton. In some
instances this increase has resulted in sales resistance and
the substitution of other fabrics by the buying public. How
heavy a burden it is can be appreciated when I tell you that
the levy amounts to approximately one-half of the 2mount
the industry pays in wages. The ultimate payment of this
money falls with the greatest burden upon the poorer people.
In its operation the cost of the actual amount of the tax
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per yard is far heavier in the cost of heavy goods purchased
by the workingman than in the finer semiluxury goods. You
know how many of the working people must wear cotton
clothing, must buy cotton sheeting and cotton pillowslips
and towels. It is working a tremendous hardship upon them.
It seems as if they must always pay the price. But these
people cannot afford to pay more, with the result that the
tax remains with the manufacturer.

To add to the troubles and worries caused by this pro-
cessing tax comes another factor which must be faced and
faced immediately. Japan, with its low-priced labor, home
workshops and thousands of hand looms, has set out to
capture the textile market of the world. Practically all of
her larger cotton mill's are equipped with automatic-weav-
ing machinery far superior in speed to ours and operated by
trained girls who think nothing of tending from 30 to 40
of these looms for as little as 20 to 25 cents a day. Japan
can import American raw cotton, transform it into cloth,
export it back to America, and sell it for less than the
American manufacturer can make cloth. How can Japan
do this? Because of thousands of these little Japanese girls,
content with their 25 cents a day, living on rice, in surround-
ings no American laborer would tolerate, regimented into an
army of workers to battle against our textile employees who
rightfully enjoy the comforts and privileges of a decent
existence. It is a battle of human bondage against normal
existence, and thus far human bondage seems to be winning.
Is it not absurd to allow us to be beaten by an army of little
Japanese girls?

The result of this competition is obvious. Our exports of
cotton-finished goods have dropped to almost nothing. Cen-
tral and South America, which bought thousands of bales
of cotton cloth each year, are now flooded with Japanese
textiles landed at a price which approximates our cost of
manufacture. If it stopped there we might survive. But
the importations of Japanese textiles into the United States
for the first 2 months of 1935 surpassed the Importations for
the entire year of 1934 by several millions of yards, and it
is {ncreasing month by month.

This loss of trade, this cessation of orders, has dramatically
called the attention of the entire country to ore of the basic
reasons for our inability to compete. As the boa constrictor
tightens its coils about its victim, squeezing and pressing
until the lifeblood ceases to flow, so has the processing tax
sapped and squeezed the operations of our cotton mills until
one by one they are dying from lack of orders and from
inability to function profitably.

Picture if you can a mill city, where block after block
of mills line the streets, employing thousands of workers.
I wish you could see the bustle, the life, and activity when
one of these immense factories lets its workers out at the
end of the day. A veritable army of men, women, and girls
surges forth to scatter to their homes, to their diversions,
or to trade in'the stores. Happy, contented, tired, with the
satisfacsion that comes of a hard day’s work well done.

Picture again that same city with its mills closed, its people
idle, its looms still and silent. It is like a city of the dead.
The thousands of windows of the mills look down upon
streets devoid of activity; about the gates stand loiterers wist-
fully hopeful that news may be gleaned of the watchman of
an early reopening. Even the children playing about the
yards have caught the slowing tempo of dejection and de-
spair. It sounds funereal, but I assure you that it is more
permanent, more devastating. You see it in the faces of all
the people, in their mannerisms, and their activities.
Nothing disrupts family ties so much as uncertainty of in-
come. The life of the community is changed entirely.
Hardly a business but that is affected materially. Do we want
our cities vo become cities of the dead? That is what is
happening today. But they can be saved.

In this country we have in the neighborhood of 440,000
textile workers. Their yearly wages approximate $300,-
000,000. These figures were given me by a Government de-
partment and are conservative rather than excessive. I
quote them simply to show you the magnitude of the busi-
ness which is facing certain ruin under present conditions.

CONGRESSIONAL RECORD—HOUSE

APRIL 12

The textile industry as a whole, and of which the cotton-
textlle group is an important part is America’s largest and
most;l important business, employing a million and a halt
people.

Our export market for raw cotton, as you know, has gone
the way of the finished goods. Japan was our last heavy
customer, and now they are looking to fill their needs with
Brazilian cotton, far cheaper than ours, but said to be
equally good. The Soviet Government expects to export
a million bales more cotton this year than last. Already
the American price is so much higher that it is actually
found profitable to bring back from Japan raw cotton stored
there for sale. Of what avail will be the millions of dollars
now going to the southern cotton planters if they have no
market for their raw cotton at home or abroad? This Gov-
ernment at present has 6,000,000 bales in storage. Think of
the effect upon the cotton pickers and their familles. Dis.
tressing as conditions were when cotton dropped to 5 or §
cents a pound, the present outlook appears worse. The
workers of the South, depending upon the united labors of
their families during cotton-picking time, in order to carry
th::tl. on during the year, are the ones who will be affected
m

We all ask, “ What is the remedy? What can we do to
save this industry?” There are several methods of relief.
The President of the United States has the power, given him
by Congress, to place an embargo or quota upon the im-
portation of these goods. He has the power to adjust the
tariff. He also has the power to lift the burden of the
processing tax and save the industry. Another avenue of
escape from destruction and tragedy is contained in the
amendment to the work-relief bill, introduced by the Sen-
ator from Georgia [Mr. GeorGel. This amendment author-
ized the President to use the money at his discretion. In
other words. he has the power to take the burden of the
processing tax from the manufacturers and provide the
money to pay Ior acrcage reduction from the vast sum just
authorized.

The question in everyona’s mind right now is: * Will the
President do this? ” Will he come to the rescue of a dying
industry and redraft the tariff regulations so that foreign
competition will not close our mills? He can limit Japanese
imports to a percentage of the total consumption of cotton
goods in the Unifed States. Will he equalize the wage dif-
ferentials in this country to bring about a more equitable
manufacturing cost in the industry? Will he lift the bur-
den of the processing tax from the industry?

The answer Hes with him. The people of my home city
of Lowell are writing to President Roosevelt, using their own
words, describing local conditions, and urging him to avert
this tragedy and give the matter immediate consideration be-
fare it is too late. He has all the authority necessary to
save the industry. Congress gave it to him. Now is the time
for him to use it. We have a right to demand it. There i3
hardly a person in this country but who is affected by the
question. I hope you all will become actively interested. It
is not a sectional matter. It does not affect New England
alone, or the South alone. It is vital to every one of us—
the farmer, the manufacturer, the worker, the merchant,
the consumer. Many of you know the agony of losing your
jobs. Is the agony not greater when you know it could have
been prevented? Let the North, the South, the East and
the West join together and win the fight. The textile indus-
try can be saved. It must be saved.

{Here the gavel fell.]

Mr. DOUGHTON. Mr. Chairman, I yield 10 minutes to
the gentleman from Puerto Rico [Mr. IGLEsIAS].

Mr. IGLESIAS. Mr. Chairman, it is not my intention to
enter into a discussion of the divers views in regard to this
bill. I cannot ascertain at this time what the bill in its final
form will be as passed.

1 feel it my duty to call to your attention a matter of great
importance to the people of Puerto Rico. My appeal at this
time is in connection with the social-security legislation
recommended which the House already has begun to con-
sider.
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I want to refer to one provision of this House bili No. 7260,
which contains a definition of the United States, embracing
Alaska, Hawaii, and the District of Columbia, but it does
not include Puerto Rico. Chairman DoucHTON's original bill
and similar bills introduced by Congressmen MEap and LEwWIS
do include Puerto Rico in the definition of this Nation.

I feel, Mr. Chairman and Members, that it is not wise to
exclude the people of the island from participating in the
obligations, responsibilities, and benefits of so far-reaching
a national measure of social and economic character not
only from the standpoint of fairness but also to instill the
principles of the Nation’s progress, humanity, and social
education.

I request, Mr. Chairman and members of the Committee,
and I trust, that your recognized sense of fairness and justice
will lead your good spirit of justice to find the best way of
recommending the incorporation of Puerto Rico in the defi-
nition of the United States into this humanitarian measure
through a proper amendment.

Certzinly Puerto Rico, an organized Territory, whose peo-
ple are citizens of the United States, is an integral part of
the United States, and in all fairness and justice the people
of Puerto Rico should be permitted to participate in the
obligations, duties, annd benefits, as well as in the obliga-
tions and responsibilities, of so far-reaching a social pro-
gram.

In this connection may I prevail to the extent of asking
the chairman and members of the committee who are in
charge of the stated bill now under consideration, and the
Members of the House who will vote for the measure, re-
questing them to favor the inclusion of Puerto Rico in this
legislation through amending it.

The plain facts of my request are that Puerto Rico has
been American territory since 1898, and since 1917 all
Puerto Ricans have been declared American citizens by ac-
tion of Congress.

The following resolution was unanimously approved by the
National Labor Convention of 1933:

Whereas the American Federation of Labor was always ready at
all times to give its worthy support to the cause ol the people in
gencral and labor in Puerto Rico and to help our island: There-

fore, be it
Resolved, That the president of the American Federation of

Labor be authorized to earnestly urge and lend his moral support
and help before the President and Congress of the United States
to every measure and blans of rehabilitation as set forth in pre-
vious. reports and recommendations of the executive council and
the resolutions passed by the last three conventions, 1829, 1930,
and 1931, of the American Federation of Labor.

Puerto Rico, gentlemen, stands today as the first best
buyer of American goods in all Pan America, and the eighth
of all European nations. The fact that Puerto Rico has
bought and is continuing to buy millions upon millions of
dcllars’ worth of goods from continental United States is
vitally interesting, and it is vitally interesting to know that
two-thirds of the wealth and riches produced in the island
comes to the United States and remains in the United States.
As a matter of record, Puerto Rico has already bought about
two thousand million dollars’ worth of goods in the last 34
years. Two-thirds of this money has gone to the various
corporations and commercial businesses in the United States.

Gentlemen and friends, I request you to look into this great
little Puerto Rico as an integral part of our Nation, that you
may know more about it and cultivate more and more the
best feeling, extending to the people of the island the bene-
fits and obligations of every congressional Federal measure
intended to relieve and treat the island as an integral part
of the Union.

Puerto Rico is American econcmically and socially in its
industry, trade, and its practices under the American flag.

Mr. Chairman, we have in the island pension jaws which
proviae for the employees of the insular government and
for the police. Other general pension bills have been pend-
ing in the legislature for some time and which involve about
the same principle as is advocated in this bill now under
consideration.

For the last 34 years our men, women, and children have
been educated under the American flag. The industries of
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America have gone over there and are leading the island in
its progress forward and helping the great bulk of the people
over there. We have obtained in the last 34 years the
benefits of much of the progress that exists in America, but.
we want the measures of progress of the Nation to be
extended to the island. [Applause.l

[Here the gavel fell.]

Mr. DOUGHTON. Mr. Chairman, I move that the Com-
mittee do now rise.

The motion was agreed to.

Accordingly the Committee rose; and the Speaker having
resumed the chair, Mr. McReYnoLDs, Chairman of the Com-
mittee of the Whole House on the state of the Unfon, re-
ported that that Committee, having had under consideration
the bill H. R. 7260, had come to no resolution thereon.
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COST OF ADEQUATE, GENUINE UNEMPLOYMENT, OLD-AGE AND
SOCIAL SECURITY—SOURCES OF REVENUE FOR FINANCING THE
LUNDEEN WORKERS’ BILL, H. R. 2827
Mr. LUNDEEN. Mr. Speaker, I ask unanimous consent

to extend my remarks in the Recorp by including therein a

statement from the Department of Labor as to the cost of

social insurance as reported at a hearing of the Committee
on Labor.

The SPEAKER. Is there objection to the request of the
gentleman from Minnesota?

There was no objection.

Mr. LUNDEEN. Mr. Speaker, many of our good friends,
who are favorable in principle to the payment of average
local wages or not less than $10 per week plus $3 for each
dependen: for unemployment, old-age, and social insurance,
are asking: “ What about the cost; and where can you get
the money to pay for it? *

The hearings on H. R. 2827 recently held by the House
Labor Subcommittee answer the question. They show that
the Lundeen bill is not only an adequate but also a practi-
cal measure. By referring to the index of the hearings,
Members of this House can find under the heading “ Costs of
H. R. 2827 * the complete evidence presented in support of
the statements I now wish to make.

SUMMARY OF ESTIMATED COSY

To determine the cost of the social insurance which would
be provié™d in H. R. 2827 requires several estimates, which
should be used with caution. In the first place, the United
States has no current basis for ascertaining accurately the
number of unemployed.

The second and more important point requiring caution
relates to the estimate of the effect of social insurance upon
purchasing power, and its consequent results in decreasing
the amount of unemployment through stimulation of reem-
ployment. No experience in this country is available to in-
dicate the extent to which an increase in consumers’ pur-
chasing power for those in the lower income groups would
stimulate production and increase employment.

If it is assumed, however, that the entire amount of bene-
fits paid under the provisions of this bill would appear in
the market as new purchasing power, economists have cal-
culated that 60 percent of this total would become available
as wages and salaries. Therefore, on the basis of given
average wages and salaries, it can be estimated how many
persons could be reemployed, and this would result in a
corresponding decrease in the number of unemployed
eligible for benefits, and therefore in a reduction of costs.

Having in mind the above cautions, it may be said at
once that if there be 10,000,000 unemployed, the annual
gross cost, after taking care otherwise of those who should
receive old-age pensions and those who are unemployed be-
cause of sickness or disability, and eliminating those under
18 years of age, to whom the bill does not apply, would be
$8,235,000,000. Deducting from this the estimated decrease
in the cost of unemployment insurance on account of the
reemployment of workers following the establishment of a
social-insurance program, $6,090,000,000, and adding to it
the cost of old-age pensions, sickness, disability, accident,
and maternity insurance, and deducting present annual ex-
penditures for relief amounting to $3,875,000,000, we would
have a net annual increase for the Federal Government
imposed by the provisions of the bill amounting to
$4,060,000,000.

If the number of unemployed be equal to the average num-
ber estimated as unemployed in 1934, as 14,021,000, then the
annual net increase in cost, after deducting present expendi-
tures for relief and estimating the reemployment which

CONGRESSIONAL RECORD—HOUSE

APRIL 12

would follow adequate social insurance, would be $5,800,-
000,000.

The estimate of total costs of the program for social insur.
ance under the bill should be compared with the amount
that workers have lost in wages and salaries since the be-
ginning of the depression. According to estimates publishedq
in the Survey of Current Business for January 1935, total
income paid out to labor since 1929 was as follows (in
millions) :

1029 1930 1931 pis-] 1933
Total | - $52,700 | $48,400 | $40, 700 | $31,500 | $29, 303
Loss from 1929 4,300 1 12,000 | 21,200 { 23,400

The total loss to workers in wages and salaries in the first
4 years of the depression has amounted to $60,900,000,000,
It is with these huge losses sustained by American workers
during these 4 years that the costs of .security provided by
the bill should be compared. Furthermore, considering the
inadequacy of present relief measures, it must be realized
that the cost of truly adequate relief would be the cost of
this bill.

AUTHORITY FOR ESTIMATES

These estimates of the cost of an adequate unemployment,
old-age, and social-security program are based on the state-
ment of Dr. Joseph M. Gilman, economist of the College of
the City of New York, who testified at the hearings held by
the House Labor Subcommitiee, representing the Interpro-
fessional Association for Socfal Insurance. In accordance
with permission granted me, I will now submit for the Rec-
orp portions of Dr. Gilman's statement, taken from the
hearings.

The first excerpt from Dr. Gilman's statement shows the
estimated cost cf the Lundeen bill on a basis of 10,000,000
unemployed, and may be found on page 585 of the hearings.

Cost of 10,000,000 unemployed

Number of persons unemployed (hypothetical) _._.. 10, 000, 000
Deductions:
1. Estimated number of unemployed under 18
years of age (basis 1930 census) _ . coo._. 320, 000
2. Estimated number of unemployed who will
replace workers 65 years of age and over
retiring on old-age pensions_.___.._...__ 2, 250, 000
3. Estimated number unemployed because of
sickness or disability. 250, 000
Balance of unemployed.. . e 7, 180, 000
I. Annual cost of unemployment insurance
(7,180,000 by 81,147) e $8, 235, 000, 000
II. Estimated decrease on account of reemploy-
ment of workers, following establishment
of soclal-insurance program._._ ___ e oo 6, 090, 030, 000
IOI. Annual net cost of unemployment insur-
ance - —— —~ 2,145, 000,000
IV. Annual cost of old-age pensions___...___..__ 4, 535, 000, 000
V. Annual cost of sickness, disabllity, and accl-
dent insurance 1, 200, 000, 000
VI. Annual cost of maternity insurance. 65, 000, 000
VII. Total annual cost_..... 7, 935, 000, 000

VIII.

IX. Annual net increase In cost. ... o _moae
Cost for 14,021,000 unemployed
On a basis of 14,021,000 unemployed in 1934, the
ts as follows:

Average number of persons unemployed in 1034,
all ages...

Present annual expenditures ... . ... _.... 3, 876, 000, 000
4, 060, 000, 000

estimated cost

14, 031,020

—_——————asm——r

Deductions:
1. Estimated number of unemployed under

18 years of age (basis 1930 census) ...... 550, 000

2. Estimated number of unemployed who will

replace workers 65 years of age and over
retiring on old-age pension (see above). 2, 250, 000

3. Estimated number unemployed because of
sickness or disabllity (see above).__.... 250, 000
Balance of unemployed.....o.cocea.o 10, 971, 000
T ey v
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Deductions—Continued.
1. Annual cost of unemployment insurance
(10.971,000 by $1.147 (see p. 686) e
II. Estimated decrease on account of reemploy-
ment of workers, following establishment
of gocial-insurance program (see p. 589). 8, 699, 000, 000

III. Annual net cost of unemployment fnsur-

ance . - -- 3,885, 000,000
IV. Annual cost of old-age pensions (see p.588). 4, 535, 000, 000
V. Annual cost of sickness, disability, and ac-

cident insurance (see p. 588) . ccwceaeo 1, 200, 000, 000
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Deductions—Continued.

VI. Annual cost of maternity insurance (see D.
588) $58, 000, 000
—_—
VI Total annual cost 9, 675, 000, 000
VIII. Present annual expenditures (see p. 589)._. 8,878,000, 000
—
XL Annual net increase in cost._____.. -- 5,800,000, 000

COST OF DEPRESSION TO LABOR
These estimated costs should be compared with the huge annual

losses suffered since 1929 by labor.

Estimated annual wage loss of unemployed in 1034
[Based on average annual wage and salary rates for 1932 in National Income Report 1}

"““mp‘;’,’,;’;’,,“" thot- | Apnual wage or salary | Lass of earnings (in millions)
Industry
Wage | Sutery | N0t | wage | satary | Nt | wage | satary | JNo%
earners | earners fod oarners | earners fied carners earnoers fled
Agricultu-e....... 3, 847 18648 | .. 1,106.9
]}g[lings_a:ll_d t<]:|u_u'rias ....... 21 18 = 9209 | $2,210 B0 210.0 39.8 Tt
Fleciric lizht and power and manufactared gas PET R Ty YT EX TR EEWTTR )
Construction. 959 108 iie Li5t | 2,297 ..i'.i!.)é- L1038 %48 -i:ﬁi
C. spa:ti::l't‘}:" = 1,320 [eeememne]eaceconan 334.0
Wholesale and retail 2200 1,248 27390
lainanoe.. 427 1,958 36,1
overninent:.
lic education 09 1477 146.2
{8 Excluding public 185 1, 400 250
ice”
(a) Recreation 208 1,382 282.5
4650 045 480.7
& ot 2 i
(d) Professiona! 3713 1,416 528.3
() Miscell . 79 1,105 87.3
Miscellaneous industries. . 871 1,288 L,119.3
Total 5382 | 3,680 | 450 4,549] 5709.21]56n3
Total wage and salary loss. - $15, 998, 400, 000
U:employed entrepreneurs (110 at annual average loss, $973) 128, 200, 000
Total 16, 072, 600, 000
Average loss. L 140
173d Cong., 24 sess., 8. Doc. No. 124, Natioual Income, 1020-32 11929 rate; 1932 rate only $352.
COST OF OLD-AGE PENSIONS VI. (a) Batl):;c!lt:elg(!1 n(m?slf(p)e;sons among nongainfully 1,237,000
up. e - » »
The following tables show the number of people eligible (b) Balance of males = (1422,000—104,000) GV
for old-age pensions and the estimated cost: (b)—V Ot(g)) 1, 818, 000
1. (a) Number of persons aged 65 and over (1930 (c) Balance females (3,078,000—673,000) (IV—
census) .- 8,634,000 @ v 123: i B VE) 2, 405, 000
(b) Estimated number of persons aged 65 and over Marr
) B h 1054 (Prosident's Gommittes on Economic () Marricd males in VI(b) {¥B9%® 1,257,000 above{ o 000
Security Report, p. 24) — 7, 500, 000 wives are 65 and over-. ...
II. (a) Number of persc;ns aged 65 and over, gainfully 2. 205. 000 —_—
occupled (1980) cvmc e e e crc e e e ) .
(b) Estimated number of persons aged 65 and over O!!otrl}e 4,500,000 in IV (b), thess have been accounted
;vgl::; were gainfully occupled in 1934 {(aver- 2,500,000 (1) Wl(va, 5 :nd over. of galntm.lyl:gt):umed males
e » 900, assumed not gainfully occup (V (e))--. 673,000
1 ?bo)mt'o ? (S).) fo It (a) in ¢ ratlo 83 (2) Husbands, 65 and over, of gainfully occupied
III. (a) Estimated number of  Eintully occupied per- {gm?éﬁ (assumed not galnfully occupied) 104000
sons who would be eligible to retire upon en- 5
actment of the workers’ billoo oo . 2, 250, 000 (3) Balance nonsalnﬂﬂlydocwpied males 65 and
Nore—10 percent allowance for entrepre- over, married (VI (d)) 802, 000
neurs of substantial means (U. S. Census esti- (4) Balance nongainfully occupied females 65 and
mate, letter to Committee, IPA, Dec. 8, 1934). over, married (VI (e)) 435, 000

Nongalnfully occupied persons aged 65 and
over (I (b)-II (b))
Estimated number eligible for old-age pensions
(males, 1,422,000; females, 3,078,000) —cve---
NoTe—10 percent allowance for those of
substantial means.

Number of galnfully occupied persons in III (a)
(2,250,000) plus husbands or wives aged 65
and over (777,000, or V (e)+V (g)) or (V
(b)+V () +V (e) +V (g))*

(b) Gainfully occupied males
(less entrepreneurs) ..--.-
(¢) Gainfully occupled females..
(d) Gainfully occupied males,
married.cevecncenecacaane
(e) Gainfully occupied males,
married, whose wives are
65 and over (assumed not

IV. (&)
(b)

5, 000, 000
4, 500, 000

V. (a)

38, 027, 000

1, 950, 000
300, 000

1, 243, 000

gainfully occupied) e 673, 000
(1) Gainfully occupled females,

matried 104, 000
(g) Gainfully occupied females,

married, whose husbands

are 65 and over (assumed

not gainfully occupied)... 104, 000

1All pgures in V and VI are estimated from ratios derived from
1930 Census.

Not yet accounted for:
(5) Nongainfully occupied widows, widowers, di-
vorced, single persons, aged 65 and over...-.. 3, 486, 000
ANNUAL COST OF OLD-AGE PENSIONS
A. Number of gainfully occupied workers. aged 65
and over, eligible for old-age pensions at an-
nual average rate of $1,200 per annum ($1,199
average annual rate, 1932, 1929-32 National

Income Report) 2, 250, 000
B. Number of married couples nongainfully occu-
pled, husband or both 65 or over....ea...--. - 802, 000
Annual pension, $676 (810 plus $3 per week).
C. Number of unmarried persons 65 or OVer.oc--.. 2, 486, 000
Annual pension, $520 (810 per week).
Cost of A 82, 700, 000, 000
Cost of B. 542, 000, 000
Cost of C 1,293, 000, 000
Total 4, 535, 600, 000
COST OF SICKNESS, ACCIDENT, AND DISABILITY INSUR-
ANCE
Class C, 1930 Unemployment Census (persons out
of a job and anable to work on account of sick-
ness or disability) 172, 66%

Notr.~—Would assume 250,000 since census fig-

ures are out of line with other experience,
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Class D, 1930 Unemployment Cen:us (persons hav-
ing jobs, but idle on account of sickness or dis-

ability) 273, 588
Total 446, 249
Notr.—According to report of President’s Com-
mittec on Economic Security, which states that
225 percent of all industrial workers are at all
times Incapacitated, it would seem that the total
of 446,249 badly underestimates the amount of
sickness and disability.
Class C type.._. — 250, 000
Class D type_.. ——— 150, 000
1, 000, 000
Cost of sickness, accident, and disability insurance
(1,000,000 X81,200) oo mmememam—a e 1, 200, 000, 000
NoTe.—81,199 average annual wage or salary in
1932 (National Income Report 1929-32).
COST OF MATERNITY INSURANCE
Number of gainfully occupied married women be-
tween ages 15 and 44 (1930 census)_.___________ 2, 425, 000
Number of married women between ages 16 and 44
(1930 Ccensus) — oo ammeee e 17, 836, 000
Birth rate per 1,000 population (1930)._ cca_ .o 18.9
Birth rate per 1,000 married women (above).____. 13%7.0
Number of births per annum to gainfully occupied |
. married women (on above basis) . ____.__.____ 332, 000
Probable number of births. . . o c e 150, 000
Annual cost for 16-week benefit (150,0C0 X $369)
(8369 =10/, X81,200) . e e $55, 000, 000

Note.—$81,199 average annual wage, 1932, National Income Re-
port, 1829-32.

PRESENT COST OF UNEMPLOYMENT RELIE?

It should be made clear that the cost of the Lundeen bill
will not be over and above present expenditures for relief,
but will replace these expenditures. At the present time,
according to Dr. Gilman’s statement, the costs of unemploy-
ment relief are as follows:

1. Federal Government (source of statistics: Gen-
eral Budget Summary, Treasury Department,
estimated expenditures for year ending June
30, 1935, schedule 3):

(1) Federal Emergency Relief Administra-
tion _

(2) Civil Works Administration

(3) Emergency conservation_.____

(4) Relief cf unemployment. .o e __ce___

Public works:
(3) Loans and grants to municipalities__._
(5) Public highways__ o e o . o _ao____

¢1, 733, 208, 700
13, 842, 100
402, 363, 000
100, 090, 000

166, 300, 000
428, 600, 000

Total expenditures of a relief char-

acter_. . _ . o ___ 2, 844,313, 800
II. State and city (basis: Federal Emergency Re-
lief Administration reports). o.eacocccaceas 400, 000, 000

Total unemployment relfef. e occcomce e 3, 250, 000, 000

PRESENT COST OF OLD-AGE RELIEF

Present expenditures by National, State, and local gov-
ernment bodies for old-age relief may also be deducted from
the additional cost of the Lundeen bill. Present old-age
expenditures are as follows:

1. Federal Government to veterans and widows (re-
port of Administrator of Veterans' Aflairs,
1933) .

2. State old-age assistance (President’s Committee

$235, 000, 000

on Economic Security).__.__ . _.______.____ 43, 000, 000

3. Industrial and trade-union pensions (Presidents
Committee on Economic Security) ___.____..___ 100, 000, 000
4. All other (rough estimate). 589, 000, 000
Total 428, 000, 000

PRESENT COST OF SICXNESS, DISABILITY, AND ACCIDENTS
The National Safety Council estimates for 1932 that wage
loss from occupational disabilities was $370,000,000. Com-
pensation for such loss is estimated as $200,000,000.
TOTAL PRESENT ANNUAL EXPENDITURES FOR RELIEP
Dr. Gilman'’s estimate of the total present cost of relief for
unemployment, old age, and sickness at the present time is
$3,875,000,000. This is based on the tables just presented.
REDUCTION IN COST OF WORKERS' BILL FOLLOWING PASSAGE

The estimates just given of the cost of the workers’ bill
represent the cost for the first year. The following tables
show the estimated decreases in the cost following enact-
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ment of the measure, resulting from increased purchasing
POWer.

The first table shows the total national income and the
fraction of that income which is paid out in wages. Below
that is the ratio of salaries and wages to income produced
on a percentage basis.

7. Salarles and
Natlonal income
Year (excluding Gov- w‘:;éwc(::g:d-
ernment) ‘ment)
1920, $76, £00, 000,000 | $45, 300, 000, 00)
b2 < R 63, 500, 000,000 { 40, 600, 009, 009
1931 47, 800, C00, 000 | 32, 900, 000, 003
1932 . - 34, 1053, 000,000 | 23, 709, 000, 000
1933 36, 300, 000,000 | 21, 930, 003, 009

! National Income, 1929-32; National Income, 1933; Survey Cwrent Business
Japuary 1935.

Ratio of salaries and wages to income produced

1929 0.592
1930 . 639
1931 - . 689
1932___ . 679
1933 . 603
1934 (estimate) . 800
Total insurance benefits payable (annually)

under workers® bill (p. 585, I+IV4+V+VI)o__.. 818, 374, 000, 000
Present expenditures for relief, old age, etc_.._.__ 3, 875, 000, 000

Increase in purchasing power of lower income
classes upon passage of workers’ bill. .. .__.__.
Increase in annual demand for consumers’ goods
(100 percent assumed) (see Brookings Insti-
tute, America’s Capacity to Consume, p, 84).._
Increase in annual wages and salaries to meet in-
creased demand for goods (decrease in cost of
unemployment insurance) (60 percent of
$12,590,000,000) (ratio of salaries and wages to
income produced, 1934, above) . o _ . ccocaaa_o
Annual net increase in cost

BOURCES OF FUNDS

Now I wish to answer the question often asked: “ Where
will you get the money for this program? *

It has becn pointed out that an important difference be-
tween H. R. 2827, the Lundeen bill, and other proposals is
in the source of funds. Other proposals-—including the
Doughton bill-—depend on the building up of reserves in ad-
vance of payment of benefits, these reserves to be secured by
a tax on pay rolls. Several serious objections are made to
this method. In an article in the Annalist, published by the
New York Times on February 22, 1935, by Elgin Groseclose,
professor of economics, University of Oklahoma, under the
title, *“ The Chimera of Unemployment Reserves Under the
American Money System ”, attention is called to the pro-
visions in H. R. 4120 in these words:

The Wagner bill, as introduced in Congress, sets up {in the Fed-
eral Treasury an “ unemployment trust fund ”, in which 18 to be
held all moneys received under the provisions of the act, and di-
rects the Secretary of the Treasury to invest these moneys, except
such amount as is now required to meet current withdrawals, in a

defined category of obligations of the United States or obligations
guaranteed as to both principal and interest by the United States.

The Annalist article summarizes the objections to these
reserves for unemployment insurance as follows:

(1) Financial reserves can be effective only in cases where con-
tingencies can be calculated and determined by actuarial methods
and where these contingencies arise in sufficient regularity to per-
mit the arrangement of reserves in accordance therewith, (2)
The incidence of depressions are irregular and unpredictable, and
hence defy actuarial procedure. (3) Purchasing power cannot be
stored up en masse under our money system, which is a system
of debt, rather than metallic circulation. (4) The attempt to
create unemployment reserve will intensify booms. (56) Unem-
ployment reserves are incapable of mobilization when needed and
any attempt to mobilize them will only result in further intensifi-
cation of depressions.

Testimony before the Committee on Labor on the Lundeen
bill (H. R. 2827) brought out the further objection that a
tax on pay rolls is a tax on cost of production which is
passed on to the consumer in higher prices to all consumers
and to workers in lower wages as well as in higher prices
to them as consumers. Thus it tends to reduce rather than
to expand purchasing power, causing in itself recurrent in-
dustrial depression which arises out of the failure of con-

14, 499, 000, 000

14, 499, 000, 000

8, 699, 000, 000
5, 800, 000, 000




1936 CONGRESSIONAL

sumption to keep pace with production, or a disproportion
between money available for consumers’ purchases and funds
available for investment in increased production.

Moreover, these reserves, even if they could be accumu-
lated without these disastrous effects upon consumers' pur-
chasing power, and upon the monetary system, would be in-
adequate to cover more than a fraction of needs. 'The
Commissioner of Labor Statistics and Senator Roserr F,
WacGMER (in radio addresses on Mar. 7) have estimated that
if H. R. 4120 had been in effect from 1922 there would have
been set acide by 1934 the sum of $10,000,000,000; yet, the
figures on the national income published by the Department
of Commercr: show that in 4 of those years workers lost
$60,000,000,000 of wages and salaries. Thus, even if re-
serves seem to involve saving the Treasury from obligation,
as a matter of fact, they leave unsolved the real problem
of protecting workers against the destitution of mass un-
employment,

As the only adequate solution of the problem, and to
avoid the unsound idea of setting aside reserves, the funds
required in H. R. 2827 are made an obligation upon existing
wealth and current higher incomes of individuals and corpo-
rations. These sources may be indicated as follows:

FIRST. INCOMZ TAXES OF INDIVIDUALS

If the United States were to apply merely the tax rates of
Great Britain upon all individual incomes of $5,000 or over,
a considerable sum would be available for social insurance.
These rates in 1928 would have yielded the Federal Govern-
ment five and three-fourths billion dollars as against slightly
over one billion actually collected. In 1932, a year of low
income, we would have collected on the same basis $1,128,-
000,000, as against the actual receipts of $324,000,000.

SECOND. CORPORATION INCOME TAX

Compared with other countries, also, our corporation tax is
very low. Taking a flat rate of 25 percent, we would have
raised in 1928 the amount of $2,600,000,000 instead of
$1,200,000,000.

THIRD, INHERITANCE OR ESTATES

Here again the United States Is very lenient. In 1928, on
a total declared gross estate of threce and one-half billion
dollars, the total collected by Federal and State taxes was
only $42,000,000, or a little over 1 percent. If an average of
25 percent were taken, this would have been raised in 1928
to $888,000,000.
FOURTH. TAX-EXEMPT SECURITIES

Exact fisures on the total are not available, but here is
an important source of large additional returns which should
be available for the general welfare.

FIFTH. TAX ON CORPORATE SURPLUS

In 1928, the corporate surplus, representing the accumula-
tion by corporations of funds which had not been distributed
to labor and capital, amounted to $47,000,000,000, and even
in 1932 it was over thirty-six billions. Made possible as it is
by the cooperation of labor and capital, this surplus which is
now set aside to meet capital’s claims for exigencles cer-
tainly should be also a source of funds for labor’s social in-
surance in the exigencies of unemployment. The Depart-
ment of Commerce has showed In its study of the national
income that labor has lost a larger percent of its earned
income in the depression than capital! has lost in interest
charges, because capital has been sustained by drawing both
on current income and on accumulated surplus. 'The great
economist, Adam Smith, 150 years ago, called the industrial
system a “collective undertaking.” Thus it is both logical
and just to provide a tax on corporate surpluses as a source
for social insurance,

In support of my statements here, I wish again to offer
portions of the statement submitted to the House Labor Sub-
committee by Dr. Joseph M. Gilman. The first tahle esti-
mates the funds available for unemployment, old-age, and
social insurance. Please note that all figures in this table
are in thousands. This table may be found on page 64 of the

hearings.
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[Figures in thousands}
Bource 1933 1932 1928

L Individaal{ LI 81,120,277 | 81,127,773 | $5,787,0%8
Estate tax, 50 percint of gToss.__._.___..... 039, 4 1,415,194 1,777,138
Corporate tax, net income 25 percent’_._.. 628, 5! 538,278 2,615,273
Corporate tax, net surplus, 25 percent 3 9,019,881 |. 11,783,018

Expenditures on war preparations.........
Total. 12,101,126 | 21,968,522
II. Individaal | S, 1,129,277 1,127,773 S, 757,063
Estate tax, 75 percent of gross. _. _._.._..__ 1,145,717 | 2,122,791 2,665, 701
Corporate tax, net income, 25 pereent s __ 626, 520 538,278 2,615,273
Corporute tax, net surplus, 25 percent 3__ 10,623,858 | 14,145,855
Expenditures on war preparations. _.....__ 750, 000 -
Total 14,612,700 | 28, 214, %97

' Estimated on graduated scale approximating British tax rate but higher than the
British rate for incomes from $590,000 to $5,000,000.
2 This should be 8 graduateq tax averaging 25 percent. ',
1 Surpius and undivided profits less deficit: 1932, 36,079 millions; 1928, 47,155 millions.
$Asof Aug. 1, 1934,

NUMSBER OF MILLIONAIRES DOUBLE

The sources of funds from income ta